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"' UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

400 Norfh Fourth Street 
Bismarck, ND 58501 
(701) 222-7900 

December 27,2002 

Ms. Debra Elofson 
Executive Director 
South Dakota Public Utilities 

Commission 
State Capitol Building 
500 East Capitol 
Pierre, SD 57501 

Re: General Natural Gas Rate Application 
Docket No. NG02-- 

Dear Ms. Elofson: 

Montana-Dakota Utilities Co. (Montana-Dakota), a Division of MDU Resources 
Group, Inc., herewith submits its application for approval to increase its rates for 
natural gas service. This application does not affect the rates applicable to those 
customers receiving natural gas service in Montana-Dakota's East River service 
area. 

Montana-Dakota encloses herein an Original and ten (10) copies of this Letter of 
Transmittal, Application with Appendices A and B, Testimony and Exhibits and 
supporting Statements that document the need for this request to increase rates 
for natural gas service. This filing is made in accordance with Administrative 
Rules of South Dakota (ARSD), Sections 20: 10: l3:26 and 20: 10: 13:39 through 
20:10:13:104 inclusive. 

The Company's need for additional revenues results from increases in expenses 
such as operating and maintenance expenses, depreciation, and taxes other 
than income taxes and an increase in the investment in facilities used to provide 
natural gas service to customers. 

In spite of cost control efforts, cost-of-service increases have caused current 
rates to be inadequate in compensating the company for operating its South 
Dakota natural gas distribution system. Montana-Dakota's last general rate 



h. . ANA-DAKOTA UTlllTlES CO. 

increase in South Dakota was in late 1994 (Docket NG94-012). Since then, the 
Consumer Price Index has increased by about 21 percentage points. 

Montana-Dakota proposes a total annual increase of $2,173,380, or 5.8%, based 
on a 2003 projected test year. The proposed change in rates will affect customer 
classes as follows: Residential, 5.8% and Firm General Service, 8.4%. The 
proposed increase for a residential customer will average about $2.50 per month 
or about $30.00 per year. 

The proposed rate changes do not affect the recovery of the cost of purchased 
gas, which is separately reflected in retail rates (and recovered monthly) through 
the Purchased Gas Cost Adjustment. 

With this filing, Montana-Dakota also proposes to own all service lines on a 
prospective basis. This change will apply to all new and replacement service 
lines subject to appropriate extension policy provisions. 

Included in Appendix B of the Application is a second set of the affected tariffs 
on which Montana-Dakota has indicated the revisions requested by lining 
through the existing language, which the Company proposes to delete, and 
underlining the new proposed language. 

In accordance with ARSD 20:10:13:39(6), it is noted that the proposed rates may 
potentially affect 40,800 gas customers located in the Company's Black Hills 
service area in South Dakota. Attached as Exhibit A is the South Dakota "Report 
of Tariff Schedule Change" form required pursuant to ARSD 20:10:13:26. 

The Company will comply with ARSD 20: 10:13:l8 by posting a Notice of the 
proposed rates, as shown on Exhibit B, in each of its business offices in its Black 
Hills gas service territory affected by the proposed change. 

Please refer all inquiries regarding this filing to: 

Mr. Donald R. Ball 
Director of Regulatory Affairs 
Montana-Dakota Utilities Co. 
400 North Fourth Street 
Bismarck, ND 58501 
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Also, please send copies of all written inquiries, correspondence and pleading to: 

Mr. Douglas W. Schulz 
Senior Attorney 
MDU Resources Group, Inc. 
P. 0. Box 5650 
Bismarck, ND 58506-5650 

David A. Gerdes 
May, Adam, Gerdes & 
Thompson 
503 South Pierre Street 
P.O. Box 160 
Pierre, South Dakota 
57501 -01 60 

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

Please acknowledge receipt by stamping or initialing the duplicate copy of this 
letter attached hereto and returning the same in the enclosed self-addressed, 
stamped envelope. 

Sincerely, 

Donald R. Ball 
Director of Regulatory Affairs 

Attachments 
cc: D.W. Schulz 

D.A. Gerdes 



Exhibit A 

Report of Tariff Schedule Change 

NAME OF UTILITY: Montana-Dakota Utilities Co. 
ADDRESS: 400 North Fourth Street 

Bismarck, ND 58501 

Section No. Class of Service New Sheet No. 
1 Table of Contents 1 
2 Preliminary Statement 1 
3 Rate Schedules 1-30 
4 List of Contracts with Deviations 1 
5 Rules 1-34 
6 Sample Forms 1-24 

Change: Rates, applicability, and availability 
(State part of tariff schedule affected by change, such as: Applicability, availability, rates, etc.) 

Reason for Change To enable Company to earn an adequate return on its investment. 

Present Rates ......................................................................................................... $37,1 86,594 
Proposed Rates ...................................................................................................... $39,359,974 

.............................................................. Approximate annual reduction in revenue 
Approximate annual increase in revenue ............................................................... $2,173,380 

Received: Montana-Dakota Utilities Co. 
(Reporting Utility) 

Points 
Affected 

Black Hills 
System 

By: By: Donald R. Ball 
txecutive Ulrector Director of Kegulatory Affairs 
South Dakota (Name and Title) 
Public Utilities Commission 

Include Statement of Facts, expert opinions, documents and exhibits supporting the change requested. 

Estimated Number of Customers Whose Cost of Servicewill be: 

Reduced Increased Unchanged 
# of 
Customers 
NONE 

Amount 
in $ 

# of 
Customers 
40,800 

Amount 
in $ 
$2,173,380 

# of 
Customers 

Amount 
in $ 
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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF SOUTH DAKOTA 

In the Matter of the Application of ) 
MONTANA-DAKOTA UTILITIES CO., a ) 
Division of MDU Resources Group, Inc., ) Docket No. NG02-- 
for Authority to Establish Increased 
Rates for Natural Gas Service 

) 
1 

COMES NOW, Montana-Dakota Utilities Co., a Division of MDU 

Resources Group, Inc., the Applicant in the above-entitled proceeding (hereafter 

"Montana-Dakota" or "Applicant"), and respectfully alleges as follows: 

I. 

That Montana-Dakota, a Division of MDU Resources Group, Inc., is a 

Delaware corporation duly authorized to do business in the State of South 

Dakota as a foreign corporation, and that it is doing business in the State of 

South Dakota as a public utility. 

I I. 

That the Certificate of Incorporation and Amendments thereto have 

previously been filed with the South Dakota Public Utilities Commission (PUC or 

Commission) and reference thereto is hereby made, and such Certificate and 

Amendments are hereby incorporated herein by reference as though fully set 

forth herein. 



That Applicant's full name and post office address are: 

Montana-Dakota Utilities Co., 
a Division of MDU Resources Group, Inc. 
400 North Fourth Street 
Bismarck, North Dakota 58501 

IV. 

That the following described rate schedules presently on file with and 

approved by the Commission are attached hereto as Appendix A. 

Section 1 
1 !jth Revised Sheet No. I Table of Contents 

Section 2 
5th Revised Sheet No. 1 Preliminary Statement 

Section 3 
lgth Revised Sheet No. I 
2" Revised Sheet No. 5 
lSt Revised Sheet No. 7 

2"d Revised Sheet No. 1 I 
lSt Revised Sheet No. 12 

2nd Revised Sheet No. 13 

1 Revised Sheet No. 22 
1" Revised Sheet No. 26 

3rd Revised Sheet No. 29 
4th Revised Sheet No. 30 

Residential Gas Service Rate 60 
Ellsworth Air Force Base Rate 64 
East River Natural Gas System General 

Services Rate 66 
Firm General Gas Service Rate 70 
Small Interruptible General Gas Service 

Rate 71 
Optional Seasonal General Gas Service 

Rate 72 
Transportation Service Rates 81, 82, 84 
Large Interruptible General Gas Service 

Rate 85 
Purchased Gas Cost Adjustment Rate 88 
East River Natural Gas System Purchased 

Gas Cost Adjustment Rate 89 



Section 4 
gth Revised Sheet No. I 

Section 5 
lSt Revised Sheet No. 1 
Original Sheet No. 3 

Original Sheet No. 19 

lSt Revised Sheet No. 20 

Original Sheet No. 24 

Original Sheet No. 25 

Original Sheet No. 34 

Section 6 
4th Revised Sheet No. 1 
4th Revised Sheet No. 2 

2nd Revised Sheet No. 3 
2" Revised Sheet No. 4 
6th Revised Sheet No. 5 
4th Revised Sheet No. 6 
1" Revised Sheet No. 7 

2" Revised Sheet No. 8 
Original Sheet No. 9 

Original Sheet No. 10 

Original Sheet No. I 1  

Original Sheet No. 12 
Original Sheet No. 13 

List of Gas Contracts with Deviations 

General Provisions Rate 100 
Rate for Residential Gas Service for 

Regular Employees of Montana-Dakota 
Utilities Co., MDU Resources Group, Inc. 
and Wholly-Owned Subsidiaries of MDU 
Resources Group, Inc. Rate 102 

Interruptible Gas Service Extension Policy 
Rate 1 19 

Firm Gas Service Extension Policy 
Rate 120 

New Installation, Replacement, Relocation 
and Repair of Gas Service Lines 
Rate 124 

New Installation, Replacement, Relocation 
and Repair of Company-Owned Gas 
Service Lines Rate 125 

Rule and Policies for Implementing Master 
Metering Restrictions Rate 134 

Consumer's Deposit Receipt 
New Customer Application Card - 

Residential Service 
Gas Meter Order 
Consumer Billing Adjustment Form 
Standard Customer Bill Form 
Disconnect Notice 
Application for Interruptible Natural Gas 

Service 
Customer Information Booklet 
Discontinuance Notice for Unauthorized 

Use of Service 
Discontinuance Notice of Service Due to 

an Irregularity 
Balanced Billing Plan Application/Removal 

Form 
Third Party Notice 
Deferred Installment Agreement Form 



1 st Revised Sheet No. 14 

Original Sheet No. 15 

Original Sheet No. 16 

1 st Revised Sheet No. 17 
Original Sheet No. 18 
Original Sheet No. 19 
Original Sheet No. 20 
Original Sheet No. 21 

Original Sheet No. 23 

Original Sheet No. 24 
lSt Revised Sheet No. 26 
Substitute Original Sheet No. 28 

Agreement by Property Owner or Agent to 
Pay Utility Bills During Periods When 
Property is Unoccupied 

Forms Advising Property Owner Tenant is 
Vacating Premises and Service has 
been Connected in Property Owner's 
Name Per an Agreement 

Guarantee of Payment for Natural Gas 
and/or Electric Service by a Second 
Party in Lieu of a Deposit 

Deposit Warning Letter 
Deposit Request 
Final Bill Follow Up Letter Number I 
Final Bill Follow Up Letter Number 2 
Customer Authorization to Release 

Information Relating to the Volume 
andlor Cost of Gas Furnished by 
Montana-Dakota Utilities Co. 

Request for Firm Natural Gas Sales 
Service 

Gas Transportation Agreement 
Customers Agreement for Gas Extension 
Request for Natural Gas Service and 

Easement 

That Applicant respectfully submits herewith the following described 

proposed rate schedules for gas service, copies attached hereto as Appendix B, 

which Applicant proposes to substitute for the rate schedules described in the 

preceding paragraph and has denoted as Volume No. 2. 

Section I 
Original Sheet No. 1 

Section 2 
Original Sheet No. 1 

Table of Contents 

Preliminary Statement 



Section 3 
Original Sheet No. I 
Original Sheet No. 2 
Original Sheet No. 5 
Original Sheet No. 7 

Original Sheet No. I 1  
Original Sheet No. 12 

Original Sheet No. 13 

Original Sheet No. 22 
Original Sheet No. 26 

Original Sheet No. 29 
Original Sheet No. 30 

Section 4 
Original Sheet No. I 

Section 5 
Original Sheet No. I 
Original Sheet No. 3 

Original Sheet No. 19 

Original Sheet No. 20 

Original Sheet No. 24 

Original Sheet No. 34 

Section 6 
Original Sheet No. I 
Original Sheet No. 2 
Original Sheet No. 3 
Original Sheet No. 4 
Original Sheet No. 5 

Rate Summary Sheet 
Residential Gas Service Rate 60 
Ellsworth Air Force Base Rate 64 
East River Natural Gas System General 

Services Rate 66 
Firm General Gas Service Rate 70 
Small lnterruptible General Gas Service 

Rate 71 
Optional Seasonal General Gas Service 

Rate 72 
Transportation Service Rates 81 and 82 
Large lnterruptible General Gas Service 

Rate 85 
Purchased Gas Cost Adjustment Rate 88 
East River Natural Gas System Purchased 

Gas Cost Adjustment Rate 89 

List of Gas Contracts with Deviation 

General Provisions Rate 100 
Residential Rate for Regular Employees 

Rate I02  
lnterruptible Gas Service Extension Policy 

Rate I 19 
Firm Gas Service Extension Policy 

Rate 120 
New Installation, Replacement, Relocation 

and Repair of Gas Service Lines 
Rate 124 

Rule and Policies for Implementing Master 
Metering Restrictions Rate 134 

Consumer's Deposit Receipt 
New Customer Application Card 
Gas Meter Order 
Standard Customer Bill Form 
Disconnect Notice 



Original Sheet No. 6 

Original Sheet No. 7 
Original Sheet No. 8 

Original Sheet No. 9 
Original Sheet No. 10 
Original Sheet No. I 1  

Original Sheet No. 12 

Original Sheet No. 13 

Original Sheet No. 14 
Original Sheet No. 15 
Original Sheet No. 16 
Original Sheet No. 17 

Original Sheet No. 18 

Original Sheet No. 19 
Original Sheet No. 20 
Original Sheet No. 21 
Original Sheet No. 22 
Original Sheet No. 23 
Original Sheet No. 24 

Application for Interruptible Natural Gas 
Service 

Customer Information Booklet 
Discontinuance Notice for Unauthorized 

Use of Service 
Third Party Notice 
Deferred Installment Agreement Form 
Agreement by Property Owner or Agent to 

Pay Utility Bills During Periods When 
Property in Unoccupied 

Form Advising Property Owner Tenant is 
Vacating Premises and Service Has 
Been Connected in Property Owner's 
Name Per an Agreement 

Guarantee of Payment for Natural Gas 
and/or Electric Service by a Second 
Party in Lieu of a Deposit 

Deposit Warning Letter 
Deposit Request 
Final Notice Prior to Disconnect 
Interruptible General Gas Service 

Agreement 
Request for Firm Natural Gas Sales 

Service 
Gas Transportation Agreement 
Customers Agreement for Gas Extension 
Gas Service Order 
Facilities Relocation Agreement 
Warning Notice 
Temporary Construction Heat Agreement 

VI. 

That the existing rates of Applicant are unjust, unreasonable and not 

compensatory, and that said rates should be increased so that Applicant will 

have an opportunity to earn a just and reasonable rate of return on its natural 

gas property devoted to providing service to its South Dakota natural gas 

customers. 



VI I. 

That in submitting this Application and in proposing the implementation of 

the increased rates contained herein, Applicant is seeking additional revenues 

before income taxes of $2,173,380 for natural gas service rendered to customers 

located in the Black Hills service territory in the State of South Dakota. This 

Application does not affect the rates applicable to those customers receiving 

natural gas service in Montana-Dakota's East River service area. 

VI I I. 

That Applicant will prove by competent evidence that existing rates are 

unjust, unreasonable, and not compensatory, and that said rate schedules 

should be increased as requested herein. Filed concurrently with this Application 

and its Appendices are supporting Statements and direct testimony and exhibits 

of Applicant's witnesses. Said Statements, Testimony and Exhibits are by this 

reference incorporated as if fully set forth herein. 

IX. 

That this Application is submitted in accordance with the provisions of 

South Dakota Codified Laws, Chapter 49-34A and the rules and regulations 

promulgated by the Public Utilities Commission of the State of South Dakota. 

WHEREFORE, Applicant respectfully requests that the Public Utilities 

Commission of the State of South Dakota: 



1. Approve and adopt the proposed rate changes as set forth in 

Appendix B of this Application to be effective upon final disposition 

of this docket; 

2. Expedite any hearing which the Commission deems necessary to 

determine the propriety of Applicant's proposed rate schedules set 

forth herein, and issue its final order establishing the rates set forth 

herein; and 

3. Grant such other and additional relief as the Commission shall 

deem just and proper. 

Dated this 2 f h  day of December 2002. 

MONTANA-DAKOTA UTILITIES CO., 
a Division of MDU Resources Group, Inc. 

Y d  k-u BY 
Donald R. Ball 
Director of Regulatory Affairs 



STATE OF NORTH DAKOTA 1 
:ss 

COUNTY OF BURLEIGH 1 

Donald R. Ball, being first duly sworn, deposes and says that he is the 

Director of Regulatory Affairs of Montana-Dakota Utilities Co., a Division of MDU 

Resources Group, Inc., the Applicant herein, that he has read the foregoing 

Application, knows the contents thereof, and that the same is true and correct to 

the best of his knowledge, information and belief. 

Dated this Zth day of December 2002. 

Donald R. Ball 
Director of Regulatory Affairs 

Subscribed and sworn to before me this 27" day of December 2002. 

y Steve Reed, Notary Public 

Burleigh County, North Dakota 
My Commission Expires: 211 6/06 

OF COUNSEL: 

David A. Gerdes 
May, Adam, Gerdes & Thompson 
503 South Pierre Street 
P.O. Box I60  
Pierre, South Dakota 57501 -01 60 

Douglas W. Schulz 
Senior Attorney & Assistant Secretary 
MDU Resources Group, Inc. 
P. 0. Box 5650 
Bismarck, ND 58506 



STATE -OF SOUTH DAKOTA 
MomDmA GAS RATE SCHEDULE UTILITIES, 
~~mwlo~~w~esunzs~mra hc SD P.U.C. Section NO. 1 

15th Revised Sheet No. 1 

Designation 

Section No. 1 

Section No. 2 

Section No. 3 
Rate 60 

Rate 64 

Rate 66 

Cancelling 14th Revised Sheet No. 1 

Rate 70 
Rate 71 
Rate 72 

Rates 81, 82, 84 

Rate 85 

Rate 88 
Rate 89 

Section No. 4 

Section No. 5 
Rate 100 

Rate 102 

Rate 119 
Rate 120 

Rate 124 

Rate 125 

Rate 134 

TABLE OF CONTENTS 

Title 

Table of Contents 

Preliminary Statement 

Rate Schedules 
Residential Gas Service 
Reserved for Future Use 
Ellsworth Air Force Base 
Reserved for Future Use 
East River Natural Gas System 
General Services 

Reserved for Future Use 
Firm General Gas Service 
Small Interruptible General Gas Service 
Optional Seasonal General Gas Service 
Reserved for Future Use 
Transportation Service 
Reserved for Future Use 
Large Interruptible General Gas Service 
Reserved for Future Use 
Purchased Gas Cost Adjustment 
East River Natural Gas System 
Purchased Gas Cost Adjustment 

List of Contracts with Deviations 

Rules 
General Provisions 
Reserved for Future Use 
Residential Rate for Regular Employees 
Reserved for Future Use 
Interruptible Gas Service Extension Policy 
Firm Gas Service Extension Policy 
Reserved for Future Use 
New Installation, Replacement, Relocation 
and Repair of Gas Service Lines 

New Installation, Replacement, Relocation 
and Repair of Company-Owned Gas Service 
Lines 

Reserved for Future Use 
Rules and Policies for Implementing 
Master Metering Restrictions 

Page 1 of 2 

(Continued) 

Sheet No. 

1 

1 

1 
2-4 
5 
6 

7 
8-10 
11 
12 
13 

14-21 
22. 

23-25 . 

26 
27-28 
29 

30 

1 

1 .  
2 
3 

4-18 
19 
2 0 

21-23 

24 

25 
26-33 

3 4 

Service Rendered on and a: 
Date Filed: January 1 9 ,  1994 Effective Date: January 1  9, 1 9 9 4  

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 

n--l,-c XT,. x1rocl-n1 i 



(Continued) Page 2 of 2 

TABLE OF CONTENTS 

~esimation 

Section No. 6 

Title 

STATE OF SOUTH DAKOTA 
'@ MOmDm GAS RATE SCHEDULE 

UT~LlTES @. 
~ ~ m s m o ~ m ~ e n x n z r ~ m o  hc SD P.U.C. section NO. 1 

Sample Forms 
Consumer's Deposit Receipt 
New Customer Application Card 
Gas Meter Order 
Service Bill Adjustment Form 
Standard Customer Bill Form 
Disconnect Notice 
Application for Interruptible Natural 
Gas Service 

Customer Information Booklet 
Discontinuance Notice for Unauthorized 
Use of Service 

Discontinuance Notice of Service Due to 
an Irregularity 

Balanced Billing Plan Application/Removal 
Form 

Third Party Notice 
Deferred Installment Agreement.Form 
Agreement by Property Owner or Agent to 
Pay Utility Bills During Periods When 
Property is Unoccupied 

Form Advising Property Owner Tenant 
is Vacating Premises and Service Has 
Been Connected in Property Owner's Name 
Per an Agreement 

Guarantee of Payment for Natural Gas 
and/or Electric Service by a Second 
Party in Lieu of a Deposit 

Deposit Warning Letter 
Deposit Request 
Final Bill Follow Up Letter Number 1 
Final Bill Follow Up Letter Number 2 
Customer Authorization to Release 
Information Relating to the Volume 
and/or Cost of Gas Furnished by 
Montana-Dakota Utilities Co. 

Reserved for Future Use 
Request for Firm Natural Gas Sales 
Service 

Gas Transportation Agreement 
Reserved for Future Use 
Customers Agreement for Gas Extension 
Reserved for Future Use 
Request for Natural Gas Service 
and Easement 

4mlUnhmSnaa 
BMlabr. NO58501 

6th Revised Sheet No. 1.1 
Cancelling 5th Revised Sheet No. 1.1 

d 

Sheet No. 

1 
2 
3 
4 
5 
6 

7 
8 

9 

10 

11 
12 
13 

14 

15 

16 
17 
18 
19 
20 

2 1 
2 2 

2 3 
24 
25 
26 
27 

2 8 

t€ Service Rendered on and af 
 ate Filed: January 19, 1994 EffectiveDate: January 19, 1994 

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 

Docket No. NG93-011 



STATE OF SOUTH DAKOTA 
GAS RATE SCHEDULE 

AammDlMWResarrescmah SD P.U.C. sectlon No. 2 
4wllknh~arth~ne~ 5th Revised Sheet No. 1 
BMladr ND58501 Cancelling 4th Revised Sheet No. 1 

Page 1 of 2 

PRELIMINARY STATEMENT 
*Designates Division Office 

lontana-Dakota Utilities Co. serves twenty-six (26) towns and their environs 
in eleven (11) counties in South Dakota with natural gas. Counties served 
are : 

Butte 
Edmunds 
Harding 
Hughes 

Lawrence 
Meade 
Pennington 
Potter 

Stanley 
Sully 
Walworth 

2ommunities served under Rate 66 are designated (66), all other communities 
are served under the otherwise applicable rates. 

Bismarck Division 

Bowdle (66) Glenham (66) 
Gettysburg (66) Ipswich (66) 

Mobridge (66) 

Rapid Citv Division 

Roscoe (66) 
Selby (66) 

Agar (66) 
Belle Fourche 
Black Hawk 
Box Elder 
Camp Crook 
Central City 
Deadwood 

Lead 
Onida (66) 
Piedmont 
Ft. Pierre (66) 
Pierre (66) 
Pluma 
*Rapid City 

St. Onge 
Spearf ish 
Sturgis 
Terraville 
Whitewood 

TYPES AND CLASSES OF SERVICES 

L'he Company will furnish natural gas service for existing residential and 
small commercial customers. Where economically feasible the Company will 
sxtend its service lines to new customers if the Company's gas supply is 
sdequate . 

Date Filed: January 1 9 ,  1994 

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 



STATE OF SOUTH DAKOTA 
M O N T A N A - D m  GAS RATE SCHEDULE 
A ~ O ~ M W R ? S W C S U M . I I : .  SD P.U.C. Section No. 2 
a n & m ~ o l s m m ~  5th Revised Sheet No. 1.1 
8Mlacn ND58501 

Cancslllng 4th Revised Sheet No. 1.1 

(Continued) Page 2 of 2 

PRELIMINARY STATEMENT 

The following symbols shall be used in rate filings with'the Public Utilities 
Commission: 

(C) To signify changed listing, rul,e, or condition which may affect rates 
or charges. 

(D) To signify discontinued material, including listing, rate, rule or 
condition. 

(I) To signify increase. 

(L) To signify material relocated from or to another part of tariff 
schedules with no change in text, rate, rule or condition. . 

(N) To signify new material including listing, rate, rule or condition. 

(R) To signify reduction. 

(T) To signify change in wording of text but no change in rate, rule or . 

condition. 

Service Rendered on and af 

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 

. 7 -  ~ ~ n n c )  n~ i 



STATE OF SOUTH- DAKOTA 
GAS RATE SCHEDULE UTlLU7ES~ 

A Dmsrbn O ~ M W  Re~owte5 GW, ~nc. SD P.U.C. SectJon NO. 3 
mmmslred 
Rismr~ck NLJ 58501 19th Revised Sheet No. 1 

Cancelling 18 th Revised Sheet No. 1 

Page 1 of 1 

I RESIDENTIAL GAS SERVICE Rate 60 

AVAILABILITY: 
In all communities sewed, except for those communites set forth on 
Rate 66, for all domestic uses. See Rate 100, SV.3, for definition of 
service. 

RATE : 
Base Rate Per Month: 

For customers with meters rated under 500 cubic feet per hour $ 7.00 
For customers with meters rated over 500 cubic feet per hour $14.00 

Commodity Charge : 
First 10 dk per month 
Over 10 dk per month 

$5.096 per dk 
$4.596 per dk 

MINIMUM BILL: 
Base Rate. 

PAYMENT : 
Billed amounts will be considered past due if not paid by the due date 
shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, 8V.11, or any amendments or 
alterations thereto. 

COST OF PURCHASED GAS ADJUSTMENT: 
Bills are subject to an adjustment for cost of purchased gas as provided 
in Rate 88 or any amendments or alterations thereto. 

GENERAL TERMS AND CONDITIONS: 
RULES - The foregoing schedule is subject to Rates LOO through 134 and any 
amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Service Rendered on and - - - . - -. 

Date Filed: December 22, 1994 Effective Date: after January 1 , 19 9 5 

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 

n n r k ~ t  N n .  N f X L - n l 7  



STATE OF SOUTH DAKOTA 
GAS RATE SCHEDULE lJ l lL l77ES~ 

~ ~ r a m o l m ~ s n n r s ~ h  SD P.U.C. SectionNo. 3 

Page 1 of 2 

AVAILABILITY: 

Service under this rate schedule is available to the Ellsworth Air Force 

Base (EAFB) . 

RATE : 
Base Rate Per Meter: 

Interruptible Sales 

Commodity Charge: 

MINIMUM BILL: 

Base Rate. 

$95.00 per month 

$1.867 per dk 

PAYMENT : 

Billed amounts will be considered past due if not paid by the due date 

shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100; SV.11, or any amendments or 
alterations thereto. 

COST OF PURCHASED GAS ADJUSTMENT: 

Bills are subject to an adjustment for cost of purchased gas as provided 
in Rate 88 or any amendments or alterations thereto. 

GAS DELIVERY MAMAGEMENT FEE: 

In addition to the Commodity Charge set forth above, all volumes of 
natural gas delivered under this rate schedule shall be subject to a 
Gas Delivery Management Fee. The charge per dk is a negotiable fee 
subject to approval by the South Dakota Public Utilities Commission. 

GENERAL TERMS AND CONDITIONS : 

1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 
subject at all times to the prior demands of customers served on the 

Company's firm general gas service rates, and the Company shall have 
the right to interrupt deliveries to customers under this schedule 

without being required to give previous notice of intention to so 

Date Filed: A~r i l  13. 1999 Effective Date: Bills Rendered on or after Mav 5. 1999 

Issued By: C. Wavne Fox. Vice President - 
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interrupt whenever, in Company's sole judgment, it may be necessary 

to do so to protect the interest of its customers whose capacity 

requirements are otherwise and hereby given preference. The priority of 

service and allocation of capacity shall be accomplished in accordance 
with the Provisions of Rate 100, PV.10. 

2. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 
curtail or interrupt their use of gas hereunder when requested to do 

so by the Company, any gas taken shall be billed at the firm sales 
commodity charge rate set forth above, plus either an amount equal to 
any penalty payments or overrun charges the Company is required to 

make to its interconnecting pipeline(s1 under the terms of its 
contract(s) as a result of such failure to curtail or interrupt, or 

$10.00 per dk of gas used in excess of the volume of gas to which 

customer was requested to curtail or interrupt, whichever amount is 

greater. The Company, in its discretion, may shut off customer's 
supply of gas in the event of customer's failure to curtail or 
interrupt use of gas when requested to do so by the Company. 

CONTRACT - Terms of service other than the rate shall be as specified 
in contracts between W B  and the Company. 

RULES - The foregoing schedule is subject to Rates 100 through 134 
and any amendments or alterations thereto or additional rules and 
regulations promulgated by the Company under the laws of the state. 

Date Filed: April 13, 1999 Effective Date: Bills Rendered on or after Mav 5. 1999 

Issued By: C. Wavne Fox. Vice President - 
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EAST RIVER NATURAL GAS SYSTEM 
GENERAL SERVICES Rate 66 

AVAILABILITY: 
For all purposes in the following communities, except for resale: 

Agar Glenham Pierre 
Bowdle Ipswich Roscoe 
Ft. Pierre Mobridge Selby 
Gettysburg Onida 

RATE : 
Base Rate Per Month: 

For customers with meters rated under 500 cubic feet per hour $2.00 
For customers with meters rated over 500 cubic feet per hour $4.00 

I Non- Gas Commodity Charge* : All dk @ $1.761 per dk 

* Gas Costs as defined in Rate 89 shall be added to the Non-Gas Commodity 
Charge. 

MINIMUM BILL: 
Base Rate. 

PAYMENT : 
Billed amounts will be considered past due if not paid by the due date 
shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, SV.11, or any amendments or 
alterations thereto. 

COST OF PURCHASED GAS ADJUSTMENT: 
Bills are subject to an adjustment for cost of purchased gas as provided 
in Rate 89 or any amendments or alterations thereto. 

GENERAL TERMS AND CONDITIONS: 
RULES - The foregoing schedule is subject to Rates 100 through 134, and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Date Filed: December 7, 1994 Effective Date: Service Rendered on and 
after December 7, 1994 

Issued By: C. Wavne Fox. Vice President - 
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FIRM GENERAL GAS SERVICE Rate 70 

AVAILABILITY: 
In all communities served, except for those communities set forth on Rate 
66, for all purposes except for resale. See Rate 100, SV.3, for 
definition on class of service. 

RATE : 
Base Rate Per Month: 

For customers with meters rated under 500 cubic feet per hour $ 7.50 
For customers with meters rated over 500 cubic feet per hour $15.00 

Commodity Charge : 
First 15 dk per month 
Over 15 dk per month 

$4.955 per dk 
$4.456 per dk 

MINIMUM BILL: 
Base Rate. 

PAYMENT : 
Billed amounts will be considered past due if not paid by the due date 
shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, §V.11, or any amendments or 
alterations thereto. 

COST OF PURCHASED GAS ADJUSTMENT: 
. Bills are subject to an adjustment for cost of purchased gas as provided 

in Rate 88 or any amendments or alterations thereto. 

GENERAL TERMS AND CONDITIONS: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Service Rendered'on and 
Date Filed: December 22, 1994 EffectiveDate: after January 1,  1995 . 

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 

- - 



STATE OF SOUTH DAKOTA 
'@ MomDm ln7lJ77ES GAS M E  SCHEDULE 

I SMALL INTERRUPTIBLE GENERAL GAS SERVICE Rate 71 

Page 1 of 2 

AVAILABILITY: 
In all communities served, except for communities set forth on Rate 66, 
for all interruptible general gas service customers whose interruptible 
natural gas load will exceed an input rate of 2,500,000 Btu per hour, 
metered at a single delivery point and whose use of natural gas will not 

I 
exceed 40,000 dk annually. The rates herein are applicable only to cus- 
tomer's interruptible load. Customer's firm natural gas requirements must 
be separately metered or specified in a firm service agreement. 
Customer's firm load shall be billed at Firm General Gas Service Rate 70. 
For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. 

RATE : 
Base Rate 

I Commodity Charge: 

$40.00 per month 

Maximum Rate per dk $ 4.184 per dk 
Minimum Rate per dk $ 3.831 per dk 

MINIMUM BILL: 
Base Rate. 

PAYMENT : 
Billed amounts will be considered past due if not paid by the due date 
shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, SV.11, or any amendments or 
alterations thereto. 

COST OF PURCHASED GAS ADJUSTMENT: 
Bills are subject to an adjustment for cost of purchased gas as provided 
in Rate 88 or any amendments or alterations thereto. 

GENERAL TERMS AND CONDITIONS: 
1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have 
the right to interrupt deliveries to customers under this schedule 
without being required to give previous notice of intention to so 
interrupt whenever, in Company's sole judgment, it may be necessary to 
do so to protect the interest of its customers whose capacity 
requirements are otherwise and hereby given preference. The priority 
of service and allocation of capacity shall be accomplished in 
accordance with the Provisions of Rate 100, SV.10. 
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SMALL INTERRUPTIBLE GENERAL GAS SERVICE Rate 71 

:ENERAL TERMS AND CONDITIONS: (Cont.) 
2. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 

curtail or interrupt their use of gas hereunder when requested to do 
so by the Company, any gas taken shall be billed at the tail block of 
the applicable General Gas Service Rate 70 commodity charge rate, plus 
either an amount equal to any penalty payments or overrun charges the 
Company is required to make to its interconnecting pipeline(s) under 
the terms of its contract(s) as a result of such failure to curtail or 

, interrupt, or $10.00 per dk of gas used in excess of the volume of gas 
to which customer was requested to curtail or interrupt, whichever 
amount is greater. The Company, in its discretion, may shut off 
customer's supply of gas in the event of customer's failure to curtail 
or interrupt use of gas when requested to do so by the Company. 

AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. If mutually agreed to 
by the Company and customer, the term of service reflected in such 
agreement may be amended. Upon expiration of service, the customer 
may apply for and receive, at the sole discretion of the Company, gas 
service under another appropriate rate schedule for the customer's 
operations. 

RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and 
regulations promulgated by the Company under the laws of the state. 

Date Filed: December 7, 1994 Effective Date: Service Rendered on and 
after December 7, 1994 
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I OPTIONAL SEASONAL GENERAL GAS SERVICE Rate 72 

AVAILABILITY: 
In all communities served, except for those communities set forth on Rate 
66, for customers otherwise qualifying for service under Firm General Gas 
Service Rate 70. See Rate 100, 53.7.3, for definition of class of service. 

RATE : 
Base Rate Per Month: 

For customers with meters rated under 500 cubic feet per hour $ 7.50 
For customers with meters rated over 500 cubic'feet per hour $15.00 

Commodity Charge: 
Winter Summer 

First15 dkpermonth $5.104per dk $3.975 per dk 
Over 15 dk per month $4.605 per dk $3.476 per dk 

Winter - Effective for bills rendered October 1 through May 31 
Summer - Effective for bills rendered June 1 through September 30 

MINIMUM BILL: 
Base Rate. 

PAYMENT : 
Billed amounts will be considered past due if not paid by the due date 
shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, SV.11, or any amendments or 
alterations thereto. 

COST OF PURCHASED GAS ADJUSTMENT: 
Bills are subject to an adjustment for cost of purchased gas as provided 
in Rate 88 or any amendments or alterations thereto. 

GENERAL TERMS AND CONDITIONS: 
1. TERM - The customer agrees to contract for service under the Optional 

Seasonal General Gas Service Rate 72 for a minimum of one year. 

2. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and 
regulations promulgated by the Company under the laws of the state. 

I 
Service Rendered on and 
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TRANSPORTATION SERVICE 
(Rates 81, 82, 84) 

AVAILABILITY: 
This service is applicable, except for customers served on Rate 66, for 
transportation of natural gas to customer's premise (metered at a single 
delivery point) through Company's distribution facilities. In order to 
obtain transportation service, customer must qualify under an applicable 
gas transportation service rate; meet the general terms and conditions of 
service provided hereunder; and enter into a gas transportation agreement 
upon request by the Company. 

The transportation services are as follows: 

Small Interruptible General Gas Transportation Service Rate 81: 
Transportation service is available for all general gas service customers 
whose interruptible natural gas load will exceed an input rate of 
2,500,000 Btu per hour, metered at a single delivery point whose average 
use of natural gas will not exceed 40,000 dk annually, and who, absent 
the request for transportation service, are eligible for natural gas 
service, on an interruptible basis, pursuant to company's effective Small 
Interruptible General Gas Service Rate 71. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be treated and billed in accordance 
with the provisions of Firm General Gas Service Rate 70 or Firm Gas 
Transportation Service Rate 84, whichever is applicable. 

Large Interruptible General Gas Transoortation Service Rate 82: 
Transportation service is available for all general gas service customers 
whose interruptible natural gas load will exceed an input rate of 
2,500,000 Btu per hour, metered at a single delivery point, whose average 
use of natural gas will exceed 40,000 dk annually, and who, absent the 
request for transportation service, are eligible'for natural gas service 
on an interruptible basis, pursuant to company's effective Large 
Interruptible General Gas Service Rate 85. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be treated and billed in 
accordance with the provisions of Firm General Gas Service Rate 70 or 
Firm Gas Transportation Service Rate 84, whichever is applicable. 

(Continued) 
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TRANSPORTATION SERVICE 
.(Rates 81, 82, 84) 

AVAILABILITY: (Cont.) 
Firm Gas Transportation Service Rate 84: 
Firm transportation service is available for the firm requirements of 
those customers who, absent the request for transportation service, are 
eligible for natural gas service, on an interruptible basis, pursuant to 
Company's effective Small Interruptible General Gas Service Rate 71 or 
Large Interruptible General Gas Service Rate 85. Such firm requirements, 
subject to approval by the Company, must be set forth in a firm service 
agreement . 

RATE : 
Base Rate: 
Rate 81 $ 40.00 per month 1/ 
Rate 82 $150.00 per month 2/ 
Rate 84 $ 40.00 per month if taken in conjunction with Small 

Interruptible General Gas Service Rate 71 3/ 
Rate 84 .$150. 00 per month if taken in conjunction with Large 

Interruptible General Gas Service Rate 85 3/ 

1/ In the event customer takes service through one meter under both Rates 
71 and 81, the base rate under Rate 81 shall be waived. 

2/ In the event customer takes service through one meter under both Rates 
85 and 82, the base rate under Rate 82 shall be waived. 

3/ In the event customer takes service through one meter under Rates 71 
and 84 or Rates 85 and 84, the base rate under Rate 84 shall be 
waived. 

Under Rates 81 or 82 customer shall pay a negotiated rate not more than the 
maximum rate or less than the minimum rate specified below. (The per dk 
charge is applicable to all dk of natural gas transported under the terms 

I (Continued) 
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Maximum Rate 

Page 3 of 10 
TRANSPORTATION SERVICE 

(Rates 81, 82, 84) 

Rate 81 Rate 82 Rate 84 

per dk $0.484 $0.177 $1.076 

Minimum Rate per dk $0.131 $0.090 $1.076 

Nomination Charge per Month $50.00 $50.00 $50.00 

Balancing Charge per dk $0.342 $0.342 $0.342 

Fuel Charge: 
Applicable to all dk transported to customers located within the 
distribution system. Charge does not apply to transmission level 
customers. See supplemental sheet for currently effective charge. 

GENERAL TERMS AND CONDITIONS: 
1. CRITERIA FOR SERVICE - In order to receive the service, customer 

must qualify under one of the Company's applicable natural gas 
transportation service rates and comply with the general terms and 
conditions of the service provided herein. The customer is 
responsible for making all arrangements for transporting the gas 
from its source to the Company's interconnection with the delivering 
pipeline(s) . 

2. REQUEST FOR GAS TRANSPORTATION SERVICE: 
a. To qualify for gas transportation service a customer must 

request the service pursuant to the provisions set forth 
herein. The service shall be provided only to the extent that 
the Company's existing operating capacity permits. 

b. If the Company determines that firm capacity exists, requests 
for firm gas transportation service shall be processed on a 
first come first serve basis. Requests for interruptible 
transportation service shall be considered in accordance with 
the provisions of Rate 100, SV.10. 

(Continued) 
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GENERAL TERMS AND CONDITIONS: (Cont.) 
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MULTIPLE SERVICES THROUGH ONE METER: 
a. In the event customer desires firm sales service in addition to 

gas transportation service, customer shall request such firm 
volume requirements, and upon approval by Company, such firm 
volume requirements shall be set forth in a firm service 
agreement. For billing purposes, the level of volumes so 
specified or the actual volume used, whichever is lower, shall 
be billed at Rate 70 or Rate 84, whichever is applicable. 
Volumes delivered in excess of such firm volumes shall be 
billed at the applicable gas transportation rate. Customer has 
the option to install, at their expense, piping necessary for 
separate measurement of sales and transportation volumes. 

b. The customer shall pay, in addition to charges specified in the 
applicable gas transportation rate schedule, charges under all 
other applicable rate schedules for any service in addition to 
that provided herein (irrespective of whether the customer 
receives only gas transportation service in any billing 
period). 

PRIORITY OF SERVICE - Company shall have the right to curtail or 
interrupt deliveries without being required to give previous notice 
of intention to curtail or interrupt, whenever, in its judgment, it 
may be necessary to do so to protect the interest of its customers 
whose capacity requirements are otherwise and hereby given 
preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the provisions of Rate 100, 
§V. 10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 
curtail or interrupt their use of gas hereunder when requested to do 
so by the Company, any gas taken above that received on the 
customer's behalf, shall be billed at the Firm General Gas Service 
Rate 70 tail block commodity charge rate, plus either an amount 
equal to any'penalty payments or overrun charges the Company is 
required to make to its interconnecting pipeline(s) under the terms 
of its contract(s) as a result of such failure to curtail or 
interrupt, or $10.00 per dk of gas.used in excess of the volume of 

(Continued) 
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TRANSPORTATION SERVICE 
(Rates 81, 82, 84) 

GENERAL TERMS AND CONDITIONS: (Cont.) 
5. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - (Cont.) 

gas to which customer was requested to curtail or interrupt, 
whichever amount is greater. The Company, in its discretion, may 
shut off customer's supply of gas in the event of customer's failure 
to curtail or interrupt use of gas when requested to do so by the 
Company. 

6 :  NON-DELIVERED VOLUMES/PENALTY: 
In the event customer uses more gas than is being delivered to 
the Company's interconnection with the delivering pipeline(s) 
(receipt point), customer shall pay an amount equal to any 
penalty payments or overrun charges the Company is required to 
make to its interconnecting pipeline(s) under the terms of its 
contract(s) resulting from such action by customer. In the 
event that more than one customer is obtaining gas from the 
same shipper at the same receipt point, any payment or overrun 
penalties the Company is required to make shall be allocated on 
a pro rata basis among such customers on the basis of each 
customer's use of gas in excess of available volumes. 

In the event the customer's gas is not being delivered to the 
receipt point due to shipper or pipeline constraints and the 
customer continues to take gas, the rate charged to the 
customer shall be the tail block of the Firm General Gas 
Service Rate 70 commodity charge rate plus any applicable 
penalties or charges set forth in Paragraph 6.a. The Company 
is under no obligation to notify customer of non-delivered 
volumes. 

In the event customer's transportation volumes are not 
available for any reason, customer may take interruptible sales 
service if such service is available. The availability of 
interruptible sales service shall be determined at the sole 
discretion of the Company. 

(Continued) 
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TRANSPORTATION SERVICE 
(Rates 81, 82, 84) 

GENERAL TERMS AND CONDITIONS: (Cont.) 

Page 6 of 10 

ELECTION OF SERVICE - Prior to the initiation of service hereunder, 
the customer shall make an election of its requirements under each 
applicable rate schedule for the entire term of service. If 
mutually agreed to by the Company and customer, the term of service 
may be amended. Upon expiration of service, the customer may apply 
for and receive, at the sole discretion of the Company, gas service 
under the appropriate sales rate schedule for the customer's 
operations. 

RECONNECTION FEE - Transportation customers who cease service and 
then resume service within the succeeding 12 months shall be subject 
to a reconnection charge as specified in Rate 100, 5V.17. 

BALANCING : 
a. To the extent practicable, customer and Company agree to the 

daily balancing of volumes of gas received and delivered on a 
thermal basis. Such balancing is subject to the customer's 
request and the Company's discretion to vary scheduled receipts 
and deliveries within existing Company operating limitations. 

If, at the end of a billing month, the accumulated difference 
between actual gas deliveries to the customer and nominated 
(scheduled) receipts on behalf of such customer exceeds 4% of 
that month's scheduled receipts, resulting in a negative 
imbalance (i-e., deliveries exceed scheduled receipts), the 
customer will be assessed a balancing charge, set forth herein, 
on the imbalance exceeding 4%. If such imbalance is not 
eliminated by the end of the next monthly billing period, the 
customer shall then be billed, in addition to the applicable 
transportation rate, a penalty for the under nominated volume 
exceeding 4% at the Firm General Gas Service Rate 70 tail block 
commodity charge rate. The accumulated difference between the 
actual gas deliveries to the customer and nominated (scheduled) 
receipts on behalf of such customer will be adjusted for the 
volume on which a penalty was imposed. 

(Continued) 
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TRANSPORTATION SERVICE 
(Rates 81, 82, 84) 

Page 7 of 10 

GENERAL TERMS AND CONDITIONS: (Cont.) 
9. BALANCING: (Cont.) 

If, at the end of a billing month, the accumulated difference 
between nominated (scheduled) receipts on behalf of such 
customer and actual gas deliveries to the customer exceeds 4% 
of that month's scheduled receipts, resulting in a positive 
imbalance (i.e., scheduled receipts exceed deliveries), the 
customer will be assessed a balancing charge, set forth herein, 
on the imbalance exceeding 4%. If such imbalance is not 
eliminated by the end of the next monthly billing period, (1) 
the Company may adjust the volume of gas received on behalf of 
the customer so as to eliminate the prior period over 
nomination exceeding 4% up to 10% and (2) the Company shall 
retain the over nomination of gas exceeding 10% free and clear 
of any adverse claims relating thereto when such accumulated 
difference exceeds 50 dk. The accumulated difference between 
the actual gas deliveries to the customer and nominated 
(scheduled) receipts on behalf of such customer will be 
adjusted for the volume retained. 

In the event customer's imbalance causes the Company to incur a 
balancing penalty from its interconnecting pipeline(s), 
customer shall pay any penalty payments or overrun charges the 
Company is required to make under the terms of its contract(s) 
with interconnecting pipeline(s) resulting from such action by 
customer. In the event that more than one customer is 
obtaining gas from the same shipper at the same interconnection 
with a delivering pipeline, any payment or overrun penalties 
the Company is required to make shall be apportioned among such 
customers on the basis of each customer's contribution toward 
the imbalance. 

Customer's nominations made to clear imbalances will be subject 
to the priority of service and allocation of capacity 
provisions set forth in Rate 100, 5V.10, and the penalties for 
failure to curtail or interrupt use of gas set forth in 
Paragraph 5 of this rate schedule. 

(Continued) 
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TRANSPORTATION SERVICE 
(Rates 81, 82, 84) 

GENERAL TERMS AND CONDITIONS: (Cont.) 

Page 8 of 10 

BALANCING: (Cont.) 
d. Termination of the gas transportation service shall not relieve 

company and customer of the obligation to correct any quantity 
imbalances hereunder or customer of the obligation to pay money 
due hereunder to Company. 

e. The Company may waive any penalty associated with Company 
adjustments to end-use customer nominations in those instances 
where the Company, due to operating limitations, is required to 
adjust end-use transportation customer nominations and such 
Company adjustments create a penalty situation, or preclude a 
customer from correcting an imbalance which results in a 
penalty. 

NOMINATION VARIANCE CHARGE - The customer shall pay, any payments 
the company must make to its interconnecting pipeline(s), as a 
result of nomination variance penalties caused by customer's 
nomination.variances. Such penalties will be allocated on the basis 
of each customer's contribution toward the nomination variance. 

METERING REQUIREMENTS - Electronic measurement equipment required by 
the Company for daily measurement will be purchased and installed by 
the Company prior to the initiation of service hereunder. The cost 
of the equipment and its installation shall be paid for by the 
customer. Such contribution in aid, as adjusted for federal income 
taxes, shall be paid prior to the installation of such equipment 
unless otherwise agreed to by the Company. Such equipment will be 
maintained by the Company and will remain the sole property of the 
Company. Company may remove such equipment when service hereunder 
is terminated. 

The customer shall provide and maintain, at no cost to Company, a 
120 volt, 15 ampere, AC power supply or other power source 
acceptable to the Company and a telephone tie to customer's 
telephone system accessible at customer's meter location(s). 
Customer agrees to provide and maintain, at no cost to the Company, 
any necessary telephone enhancements to assure Company of a quality 
telephone signal necessary to properly transmit data. The customer 
shall pay all charges for continuous electric and telephone service 
associated with the Company's connection of the electronic 

( Continued) 

Date Filed: December 7, 1994 Effective Date: Service Rendered on and 
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TRANSPORTATION SERVICE 
(Rates 81, 82, 84) 

GENERAL TERMS AND CONDITIONS: (Cont.) 
11. METERING REQUIREMENTS - (Cont.) 

measurement equipment, and any interruption in such services must be 
promptly remedied or service under this tariff will be suspended 
until satisfactory corrections have been made. 

12. DAILY NOMINATION REQUIREMENTS: 
Customer or customer's agent shall advise Company's gas 
nominations center, by 11:30 a.m. Central Clock Time, of the dk 
requirements customer has requested to be delivered at each 
delivery point during the following day. Customer's daily 
nomination shall be its best estimate of the expected 
utilization for the gas day. Unless other arrangements are 
made, customer will be required to nominate for the 
non-business days involved prior to weekends and holidays. 

All nominations should include shipper defined begin and end 
dates. shippers may nominate for periods longer than 1 day, 
provided the nomination begin and end dates are within the term 
of the service agreement. 

The Company has the sole right to refuse receipt of any volumes 
which exceed the maximum daily contract quantity and at no time 
shall the Company be required to accept quantities of gas for a 
customer in excess of the quantities of gas to be delivered to 
customer. If total nominated receipts exceed total deliveries 
at receipt points where more than one customer is receiving 
service, nominations will be allocated on a pro rata basis. 

At no time shall Company have the responsibility to deliver gas 
in excess of customer's nomination. 

In the event that more than one customer is receiving gas from 
the same shipper at the same receipt point, any reduction in 
nominated volumes will be allocated on a pro rata basis, unless 
Company and shipper(s) have agreed to a predetermined 
allocation procedure. 

(Continued) 
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TRANSPORTATION SERVICE 
(Rates 81, 82, 84) 

GENERAL 
13. 

14. 

15. 

16. 

17. 

18. 

TERMS AND CONDITIONS: (Cont.) 
WARRANTY - The customer, customer's agent, or customer's shipper 
warrants that it will have title to all gas it tenders or causes to 
be tendered to the Company, and such gas shall be free and clear of 
all liens and adverse claims and the customer, customer's agent, or 
customer's shipper shall indemnify the Company against all damages, 
costs, and expenses of any nature whatsoever arising from every 
claim against said gas. 

FACILITY EXTENSIONS - If facilities are required in order to furnish 
gas transportation service, and those facilities are in addition to 
the facilities required to furnish firm gas service, the customer 
shall pay for those additional facilities and their installation in 
accordance with the Company's applicable natural gas extension 
policy. Company may remove such facilities when service hereunder 
is terminated. 

PAYMENT - Billed amounts will be considered past due if not paid by 
the due date shown on the bill. Past due bills are subject to a 
late payment charge in accordance with the provisions of Rate 100, 
BV.11, or any amendment or alterations thereto. 

BILLING ERROR - In the event an error is discovered in any bill that 
the Company renders to customer, such error shall be adjusted within 
a period not to exceed 6 months from the date the billing error is 
first discovered. 

AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. 

RULES - The foregoing schedule is subject to Rates 100 through 134 
and any amendments or alterations thereto or additional rules and 
regulations promulgated by the Company under the laws of the state. 

Date Filed: December 7, 199 4 EffectiveDate: Service Rendered on and 
after December 7, 1994 

Issued By: C. Wavne Fox, Vice President - 
Docket No. NG94-012 Regulatory Affairs & General Services 
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LARGE INTERRUPTIBLE GENERAL GAS SERVICE Rate 85 

(IVAILABILITY: 
In all communities served, except those communities set forth on Rate 66, 
for all interruptible general gas service customers whose interruptible 
natural gas load will exceed an input rate of 2,500,000 Btu per hour, 
metered at a single delivery point and whose use of natural gas will 
exceed 40,000 dk annually. The rates herein are applicable only to 
customer's interruptible load. Customer's firm natural gas requirements 
must be separately metered or specified in a firm service agreement. 
Customer's firm load shall be billed at Firm General Gas Service Rate 70. 
For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. 

This rate schedule shall not apply for service to U. S. Government 
installations which are covered by separate special contracts. 

RATE : 
Base Rate: 

Commodity Charge: 

Maximum Rate per dk 
Minimum Rate per dk 

$150.00 per month 

$2.261 per dk 
$2.174 per dk 

%INIMUM BILL: 
Base Rate. 

PAYMENT : 
Billed amounts will be considered past due if not paid by the due date 
shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, SV.11, or any amendments or 
alterations thereto. 

COST OF PURCHASED GAS ADJUSTMENT: 
Bills are subject to an adjustment for cost of purchased gas as provided 
in Rate 88 or any amendments or alterations thereto. 

(Continued) 
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LARGE INTERRUPTIBLE GENERAL GAS SERVICE Rate 85 

:ENERAL TERMS AND CONDITIONS: 
PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 
subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates. Customers taking service 
hereunder agree that the Company without prior notice shall have the 
right to curtail or interrupt such service whenever, in Company's 
sole judgment, it may be necessary to do so to protect the interest 
of its customers whose capacity requirements are otherwise and hereby 
given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the provisions of Rate 100, 
5V.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 
curtail or interrupt their use of gas hereunder when requested to do 
so by the Company any gas taken shall be billed at the Firm General 
Gas Service Rate 70 tail block commodity charge rate, plus either an 
amount equal to any penalty payment(s) or overrun charges the Company 
is required to make to its interconnecting pipeline(s) under the 
terms of its contract(s) as a result of such failure to curtail. or 
interrupt, or $10.00 per dk of gas used in excess of the volume of 
gas to which customer was requested to curtail or interrupt, 
whichever amount is greater. The Company, in its discretion, may 
shut off customer's supply of gas in the event of customer's failure 
to curtail or interrupt use of gas when requested to do so by the 
Company. 

AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. If mutually agreed to 
by the Company and customer, the term of service reflected in such 
agreement may be amended. Upon expiration of service, the customer 
may apply for and receive, at the sole discretion of the Company, gas 
service under another appropriate rate schedule for the customer's 
operations. 

RULES - The foregoing schedule is'subject to Rates 100 through 134 
and any amendments or alterations thereto or additional rules and 
regulations promulgated by the Company under the laws of the state. 

Date Filed: December 7, 1994 Effective Date: service Rendered on and 
after December 7, 1994 

Issued By: C. Wavne Fox, Vice President - 
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PURCHASED GAS COST ADJUSTMENT Rate 8 8  

APPLICABILITY : 
This rate schedule constitutes a purchased gas cost adjustment (PGA 
provision and specifies the procedure to be utilized to adjust the 
rates for gas sold under Montana-Dakota's rate schedules, with the 
exception of General Service Rate 66, in order to reflect: (a) 
changes in Montana-Dakota's average cost of gas supply and (b) 
amortization of the Unrecovered Purchased Gas Cost Account. 

EFFECTIVE DATE AND LIMITATION ON ADJUSTMENTS: 
(a). The effective dates of the PGA shall be bills rendered on and 

after the first day of each month, unless the Commission shall 
otherwise order. 

(b) Montana-Dakota shall file an adjustment to reflect changes in 
its average cost of gas supply only when the amount of such 
adjustment is at least 10 (ten) cents per dk compared to the 
currently effective adjustment. The adjustment to be 
effective May 1 shall be filed each year, regardless of the 
amount of the change. 

PURCHASED GAS COST ADJUSTMENT: 
The monthly PGA shall reflect changes in Montana-Dakota's cost 
of gas supply as compared to the cost of gas supply approved 
in its most recent general rate case. The cost of gas supply 
shall be the sum of all costs incurred in obtaining gas for 
general system supply. General system supply is defined as 
gas available for use by all customers served under retail 
sales rate schedules excluding Rate 66. The cost of gas 
supply shall include, but not be limited to, all demand, 
commodity, storage, gathering, and transportation charges 
incurred by Montana-Dakota for such gas supply, the overall 
rate of return on prepaid demand and commodity charges and gas 
storage balances required to maintain the system gas supply 
and hedging program gains, losses and transaction costs 
related to system gas supply. 

The PGA shall be computed as follows: 
(1) Demand costs shall include all annual gathering, 

transportation and storage demand charges at current 
rates. 

(2) Commodity costs shall include all annual gathering, 
transportation and storage charges at current rates. 

(continued) 
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PURCHASED GAS COST ADJUSTMENT Rate 88 

PURCHASED GAS COST ADJUSTMENT: (Cont.) 
(b) (3) The gas commodity cost  sha l l  r e f l e c t  a l l  commodity 

r e l a t ed  gas costs estimated to  be i n  e f f ec t  for  the month 
the PGA w i l l  be i n  e f fec t  and annual dk requirements. 

(4) The re turn  on prepaid demand and commodity balances and 
storage balances sha l l  be computed on an annual basis  a t  
the overa l l  r a t e  of return on r a t e  base. 

The cost  per dk fo r  the month i s  the sum of the above divided 
by annual, weather normalized dk de l iver ies  f o r  the most recent 
twelve month period adjusted to  r e f l e c t  losses .  

) Monthly gas costs  sha l l  be calculated as  follows: 

Demand costs  sha l l  be apportioned t o  a l l  s t a t e  
ju r i sd ic t ions  served by Montana-Dakota on the basis of 
the overa l l  r a t i o  of each s t a t e ' s  Maximum Daily Delivery 
Quantity (MDDQ). 

Demand costs  fo r  large in te r rup t ib le  sa les  customers 
s h a l l  be s t a t ed  on a 100% load fac tor  bas i s .  

A l l  commodity costs and other costs  associated with the 
acquis i t ion of gas for general system supply sha l l  be 
apportioned to  each s t a t e  on the bas i s  of t o t a l  dks sold 
i n  each s t a t e ,  regardless of the ac tua l  points of 
delivery of such gas. 

The re turn  requirement re la ted t o  prepaid demand and 
commodity charges and gas storage balances sha l l  be 
included on a per dk basis.  The prepaid demand and 
storage balances sha l l  be apportioned t o  a l l  s t a t e s  on 
the bas i s  of each s t a t e ' s  MDDQ. The prepaid commodity 
charges s h a l l  be apportioned t o  a l l  s t a t e s  on the basis  
of annual dks sold i n  each s t a t e .  The uni t  cost  sha l l  be 
calculated using a thi r teen month average balance and the 
current ly  authorized return on r a t e  base.  

(Continued) 
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PURCHASED GAS COST ADJUSTMENT Rate 88 

PURCHASED GAS COST ADJUSTMENT: (Cont.) 
(c) (5) All costs related to specific end-use transactions shall 

not be included in the cost of gas supply determination 
but shall be directly billed to the customer(s) 
contracting for such service. 

(d) The PGA shall be applied to each of Montana-Dakota's rate 
schedules excluding Rate 66, recognizing differences among 
customer classes consistent with the cost of gas supply 
included in the applicable class sales rate. 

SURCHARGE ADJUSTMENT: 
(a) All sales rate schedules shall be subject to a Surcharge 

Adjustment to be effective on May 1 of each year. The 
Surcharge Adjustment per dk sold shall reflect amortization of 
the applicable balance in the Unrecovered Purchased Gas Cost 
Account calculated by dividing the applicable balance by the 
estimated- dk sales for the twelve months following the 
effective date of the adjustment . 

UNRECOVERED PURCHASED GAS COST ACCOUNT: 
(a) Items to be included in the Unrecovered Purchased Gas Cost 

Account, as calculated in accordance with Subsection 5(b) are: 

Charges for gas supply which Montana-Dakota is unable to 
reflect in a Purchased Gas Cost Adjustment by reason of 
the one-tenth of one cent minimum limitation set forth in 
subsection 2(b)  . 

Amounts of increased/decreased charges for gas supplies 
which were paid during any period after the effective 
date of the most recent general rate case, but not yet 
included in sales rates. 

Refunds received from supplier(s) with respect to gas 
supply. Such refunds received shall be credited to the 
Unrecovered Purchased Gas Cost Account. 

Carrying charges or credits as determined in Section 
5 (b) (2). 

(Continued) 
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PURCHASED GAS COST ADJUSTMENT Rate 88 

5. UNRECOVERED PURCHASED GAS COST ACCOUNT: (Cont.) 
(a) (5) Demand costs recovered from the large interruptible sales 

customers will be credited to the residential, firm 
general service and small interruptible customers. 

(b) (1) The amount to be included in the Unrecovered Purchased 
Gas Cost Account in order to reflect the items specified 
in Subsections 5(a)(l), ( 2 ) ,  and (3) shall be calculated 
as follows: 

(i) Montana-Dakota .shall first determine each month the 
unit cost for that month's natural gas supply as 
adjusted to levelize demand charges. 

Such adjustment to levelize supplier(s) demand 
charges shall be calculated as follows: 

The suppliers' annual (calendar or fiscal) demand 
charges, which are payable in equal monthly 
payments, shall be accumulated in a prepaid account 
(FERC Account 165). Each month a portion of such 
accumulated prepaid amount shall be amortized to 
cost of natural gas purchased (FERC Account 804). 
Such monthly amortization shall be based on a rate 
calculated by dividing the annual supplier(s) 
demand charges by projected annual natural gas 
sales units (calendar or fiscal, as appropriate). 
The resulting product shall then be multiplied by 
the projected natural gas unit sales for the 
current month. Such amount shall constitute the 
monthly amortization of prepaid supplier(s) demand 
charges to cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each 
month's unit cost the unit cost for gas supply 
which is reflected in the currently effective PGA 
(the cost of gas supply approved in the most recent 
rate case plus the Purchased Gas Cost Adjustment as 
calculated in Subsection 3(a)). 

(Continued) 
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PURCHASED GAS COST ADJUSTMENT Rate 88 

i. UNRECOVERED PURCHASED GAS COST ACCOUNT: (Cont.) 
(1) (iii) The resulting difference (which may be positive or 

negative) shall be multiplied by the dks sold 
during that month under each rate schedule. The 
resulting amounts shall be reflected in an 
Unrecovered Purchased Gas Cost Account for each 
rate schedule. 

(2)  Montana-Dakota will calculate carrying charges on the 
amounts in the Unrecovered Purchased Gas Cost Account, 
Account 191, at the rate of interest for a three-month 
Treasury Bill as published monthly by the Federal Reserve 
Board for the preceding month. The amount to be included 
in Account 191 for carrying charges shall be determined 
as follows: each month, Account 191 shall be debited (if 
the balance in said account is a debit balance) and shall 
be credited (if the balance in said account is a credit 
balance) for a carrying charge, which shall be the 
product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the 
immediately preceding month, exclusive of carrying 
charges accrued pursuant to this Subsection (b) (2) 
and net of the related deferred tax amounts in 
Accounts 283 or 190, as appropriate. 

(ii) One-twelfth of the annual interest rate as set 
forth in this Subsection (b)(2). The carrying 
charges shall be accrued in a supplementary 
Unrecovered Purchased Gas Cost Account for each 
rate schedule, and carrying charges shall not be 
computed on the amounts in such supplementary 
account. 

Reduction of Amounts in the Unrecovered Purchased Gas Cost 
Account : 

(1) The amounts in the Unrecovered Purchased Gas Cost Account 
shall be decreased each month by an amount determined by 
multiplying the currently effective surcharge adjustment 
included in rates for that month (as calculated in 
Section 4) by the dks sold during that month under each 

(Continued) 
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PURCHASED GAS COST ADJUSTMENT Rate 88 

5. UNRECOVERED PURCHASED GAS COST ACCOUNT: (Cont.) 
(c) (1) rate schedule excluding Rate 66. The account shall be 

increased in the event the adjustment is a negative 
amount. 

(2 )  The amount amortized each month shall be applied pro rata 
between the amounts in the Unrecovered Purchased Gas Cost 
Account specified in Subsections 5(a)(l), ( 2 ) ,  (3) and 
(5) and the amounts in the supplementary Unrecovered 
Purchased Gas Cost Account specified in Subsection 
5 (a) ( 4 )  - 

6. TIME AND MANNER OF FILING: 
(a) Each filing by Montana-Dakota shall be made by means of revised 

PGA sheets identifying the amounts of the adjustments and the 
resulting currently effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which 
clearly show the derivation of the relevant amounts. 

(T  

(T  

(C 

(T 
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EAST RIVER NATURAL GAS SYSTEM 
PURCHASED GAS COST ADJUSTMENT Rate 89 

APPLICABILITY : 
This rate schedule constitutes a purchased gas cost adjustment 
(PGA) provision and specifies the procedure to be utilized to 
adjust the rates for gas sold under General Services Rate 66 in 
order to reflect: (a) changes in Montana-Dakota's average cost of 
gas supply and (b) amortization of the Unrecovered Purchased Gas 
Cost Account. 

EFFECTIVE DATE AND LIMITATION ON ADJUSTMENTS: 
(a) The effective dates of the PGA shall be bills rendered on and 

after the first day of each month, unless the Commission shall 
otherwise order. 

(b) Montana-Dakota shall file an adjustment to reflect changes in its 
average cost of gas supply only when the amount of such adjustment 
is at least 10 (ten) cents per dk cornpared to the currently 
effective adjustment. The adjustment to be effective May 1 shall 
be filed each year, regardless of the amount of the change. 

PURCHASED GAS COST ADJUSTMENT: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of 

gas supply for the East River System as compared to the cost of 
gas supply established in initial rates or as approved in its most 
recent general rate case. The cost of gas supply shall be the sum 
of all costs incurred in obtaining gas for delivery at 
interconnections with South Dakota Intrastate Pipeline (SDIP) . 
The East River System supply is defined as gas available for use 
by all customers served under General Services Rate 66. The cost 
of gas supply shall include, but not be limited to, all demand, 
commodity, storage, gathering, and transportation charges incurred 
by Montana-Dakota for such gas supply, the overall rate of return 
on prepaid demand and commodity charges and gas storage balances 
required to maintain the East River System gas supply and hedging 
program gains, losses and transaction costs related to the East 
River System gas supply. 

(b) The PGA shall be computed as follows: 

(1) Demand Costs, if applicable, shall include all annual 
gathering, transportation and storage demand charges at 
current rates. 

(Continued) 
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EAST RIVER NATURAL GAS SYSTEM 
PURCHASED GAS COST ADJUSTMENT Rate 89 

PURCHASED GAS COST ADJUSTMENT : ( Cont . ) 
(b) ( 2 )  Commodity costs shall include all annual gathering, 

transportation and storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related 
gas costs estimated to be in effect for the month the PGA 
will be in effect and annual dk requirements. 

(4) The return on prepaid demand and commodity balances and 
storage balances, if applicable, shall be computed on an 
annual basis at the overall rate of return on rate base. 

Th'e cost per dk for the month is the sum of the above divided by 
annual, weather normalized dk deliveries for the most recent 
twelve month period adjusted to reflect losses. 

1 Monthly gas costs shall be calculated as follows: 
Demand costs if applicable, shall be apportioned to all 
state jurisdictions served by Montana-Dakota on the basis 
of the overall ration of each state's Maximum Daily 
Delivery Quantity (MDDQ) . 

Demand costs for interruptible and specified contract 
service customers shall be stated on a 100% load factor 
basis. 

All commodity costs and other costs associated with the 
acquisition of gas for the East River System Supply. 

The return requirement related to prepaid demand and 
commodity charges and gas storage balances, if applicable, 
shall be included on a per dk basis. The prepaid demand 
and storage balances shall be apportioned to all states on 
the basis of each state's MDDQ. The prepaid commodity 
charges shall be apportioned to all states on the basis of 
annual dkrs sold in each states. The unit cost shall be 
calculated using a thirteen month average balance and the 
currently authorized return on rate base. 

All costs related to specific end-use transactions shall 
not be included in the cost of gas supply determination but 
shall be directly billed to the customer(s) contracting for 
such service. 
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PURCHASED GAS COST ADJUSTMENT: (Cont.) 
(d) The PGA shall be applied to General Services Rate 6 6 ,  if 

applicable, recognizing differences among customer classes 
consistent with the cost of gas supply included in the 
applicable class sales rate. 

SURCHARGE ADJUSTMENT: 
(a) General Services Rate 66 shall be subject to a Surcharge 

Adjustment to be effective on May 1 of each year. The 
Surcharge Adjustment per dk sold shall reflect amortization of 
the applicable balance in the Unrecovered Purchased Gas Cost 
Account calculated by dividing the applicable balance by the 
estimated General Services Rate 66 dk sales for the twelve 
months following the effective date of the adjustment. 

UNRECOVERED PURCHASED GAS COST ACCOUNT: 
(a) Items to be included in the Unrecovered Purchased Gas Cost 

Account, as calculated in accordance with Subsection 5(b) are: 

Charges for gas supply which Montana-Dakota is unable to 
reflect in a Purchased Gas Cost Adjustment by reason of 
the one-tenth of one cent minimum limitation set forth 
in Subsection 2(b). 

Amounts of increased/decreased charges for gas supplies 
which were paid during any period after the effective 
date of the most recent general rate case, but not yet 
included in the East River System sales rates. 

Refunds received from supplier(s) with respect to gas 
supply. Such refunds received shall be credited to the 
Unrecovered Purchased Gas Cost Account. 

Carrying charges or credits as determined in Section 
5(b) ( 2 ) .  

The amount to be included in the Unrecovered Purchased 
Gas Cost Account in order to reflect the items specified 
in Subsections 5(a)(l), ( 2 ) ,  and (3) shall be calculated 
as follows: 

(Continued) 
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5. UNRECOVERED PURCHASED GAS COST ACCOUNT: (Cont.) 
(b) (1) (i) Montana-Dakota shall first determine each month 

the unit cost for that month's natural gas supply 
as adjusted to levelize demand charges, if 
applicable. Such adjustment to levelize 
supplier(s) demand charges shall be calculated as 
follows : 

The suppliers' annual (calendar or fiscal) demand 
charges, which are payable in equal monthly 
payments, shall be accumulated in a prepaid 
account (FERC Account 165). Each month a portion 
of such accumulated prepaid amount shall be 
amortized to cost of natural gas purchased (FERC 
Account 804). 

Such monthly amortization shall be based on a rate 
calculated by dividing the annual supplier(s) 
demand charges by projected annual natural gas 
sales units (calendar or fiscal, as appropriate). 
The resulting product shall then be multiplied by 
the projected natural gas unit sales for the 
current month. Such amount shall constitute the 
monthly amortization of prepaid supplier(s) demand 
charges to cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each 
month's unit cost the unit cost for gas supply 
which is reflected in the currently effective PGA 
(the cost of gas supply approved in the most 
recent rate case plus the Purchased Gas Cost 
Adjustment as calculated in Subsection 3(a)). 

(iii) The resulting difference (which may be positive or 
negative) shall be multiplied by the dks. sold 
during that month under General Services Rate 66. 
The resulting amounts shall be reflected in an 
Unrecovered Purchased Gas Cost Account for each 
rate schedule. 

(Continued! 
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5. UNRECOVERED PURCHASED GAS COST ACCOUNT: (Cont.) 
(b) (2) Montana-Dakota will calculate carrying charges on the 

amounts in the Unrecovered Purchased Gas Cost Account, 
Account 191, at the rate of interest for a three-month 
Treasury Bill as published monthly by the Federal 
Reserve Board for the preceding month. The amount to be 
included in Account 191 for carrying charges shall be 
determined as follows: each month, Account 191 shall be 
debited (if the balance in said account is a debit 
balance) and shall be credited (if the balance in said 
account is a credit balance) for a carrying charge, 
which shall be the product of (i) and (ii) below: 

(i) 

(ii) 

The balance in Account 191 as of the end of the 
immediately preceding month, exclusive of carrying 
charges accrued pursuant to this Subsection (b)(2) 
and net of the related deferred tax amounts in 
Accounts 283 or 190, as appropriate. 

One-twelfth of the annual interest rate as set 
forth in this Subsection (b)(2). The carrying 
charges shall be accrued in a supplementary 
Unrecovered Purchased Gas Cost Account for each 
rate schedule, and carrying charges shall not be 
computed on the amounts in such supplementary 
account. 

(c) Reduction of Amounts in the Unrecovered Purchased Gas Cost 
Account : 

(1) The amounts in the Unrecovered Purchased Gas Cost 
Account shall be decreased each month by an amount 
determined by multiplying the currently effective 
surcharge adjustment included in rates for that month 
(as calculated in Section 4) by the dks sold during that 
month under General Services Rate 66. The account shall 
be increased in the event the adjustment is a negative 
amount. 
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UNRECOVERED PURCHASED GAS COST ACCOUNT: (Cont.) 
(c) (2) The amount amortized Bach month shall be applied pro rata 

between the amounts in the Unrecovered Purchased Gas Cost 
Account specified in Subsections 5(a)(l), (2), (3) and 
the amounts in the supplementary Unrecovered Purchased 
Gas Cost Account specified in Subsection 5(a)(4). 

TIME AND MANNER OF FILING: 
(a) Each filing by Montana-Dakota shall be made by means of revised 

PGA sheets identifying the amounts of the adjustments and the 
resulting currently effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which 
clearly show the derivation of the relevant amounts. 
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PURPOSE : 
These rules are intended to define good practice which can normally be 
expected, but are not intended to exclude other accepted standards and 
practices not covered herein. They are intended to ensure adequate 
service to the public and protect the Company from unreasonable demands. 

The Company undertakes to furnish service subject to the rules and 
regulations of the Public Utilities Commission of South Dakota and as 
supplemented by these general provisions, as now in effect or as may 
hereafter be lawfully established, and in accepting service from the 
Company, each customer agrees to comply with and be bound by said rules 
and regulations and the applicable rate schedules. 

DEFINITIONS: 
The following terms used in this tariff shall have the following 
meanings, unless otherwise indicated: 

APPLICANT - A customer requesting Company to provide service. 

COMMISSION - Public Utilities Commission of the State of South Dakota. 

COMPANY - Montana-Dakota Utilities Co. 

NORMAL BUSINESS HOURS - 8:00 AM to 5:00 PM Monday through Friday 
excluding holidays. 

HOUSEHOLD - A family or a group of people who live together. 

INDEBTED HOUSEHOLD - A group of people living together among whom there 
is one who is indebted to a gas utility for service provided previously 
to the residence for which service is now sought. 

COMPANY'S OPERATING CONVENIENCE - The utilization, under certain circum- 
stances, of facilities or practices not ordinarily employed which 
contribute to the overall efficiency of Company's operations. This does 
not refer to the customer's convenience nor to the use of facilities or 
adoption of practices required to comply with applicable laws, 
ordinances, rules. or regulations, or similar requirements of public 
authorities. 

CURTAILMENT - A reduction of transportation or retail natural gas service 
deemed necessary by the Company. Also includes any reduction of 
transportation natural gas service deemed necessary by the pipeline. 

(Continued) 
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11. DEFINITIONS: (Cont.) 
CUSTOMER - Any individual, partnership, corporation, firm, other 
organization or government agency supplied with service by Company at 
one location and at one point of delivery unless otherwise expressly 
provided. in these rules ox in 'a rate schedule. 

DELIVERY POINT - The point at which customer assumes custody of the 
gas being transported. This point will normally be at the outlet of 
Company's meter(s) located on customer's premises. 

GAS DAY - Means a period of twenty-four consecutive hours, beginning 
and ending at 9:00 a.m. Central Clock Time. 

INTERRUPTION - A cessation of transportation or retail natural gas 
service deemed necessary by Company. 

NOMINATION - The daily dk volume of natural gas requested by customer 
for transportation and delivery to customer at the delivery point 
during a gas day. 

PIPELINE - The transmission company(s) delivering natural gas into 
company's system. 

RATE - Shall mean and include every compensation, charge, fare, toll, 
rental and classification, or any of them, demanded, observed, 
charged or collected by the Company for any service, product, or 
commodity, offered by the Company to the public, and any rules, 
regulations, practices or contracts affecting any such compensation, 
charge, fare, toll, rental or classification. 

RECEIPT POINT - The intertie between Company and the interconnecting 
pipeline(s) at which point Company assumes custody of the gas being 
transported. 

SHIPPER - The party with whom the Pipeline has enteredinto a service 
agreement for transportation services. 
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CUSTOMER OBLIGATIONS: 
1. APPLICATION FOR SERVICE - A customer desiring gas service must make 

application to the Company before commencing the use of the 
Company's service. The Company reserves the right to require a 
signed application or written contract for service to be furnished. 
All applications and contracts for service must be made in the 
legal name of the customer desiring the service. The Company may 
refuse a customer or terminate service to a customer who fails or 
refuses to furnish reasonable information requested by the Company 
for the establishment of a service account. Any customer who uses 
gas service in the absence of application or contract shall be 
subject to the Company's rates, rules, and regulations and shall be 
responsible for payment of all service used. 

Subject to rates, rules,.and regulations, the Company will continue 
to supply gas service until notified by customer to discontinue the 
service. The customer will be responsible for payment of all 
service furnished through the date of discontinuance. 

Any customer may be asked to make a deposit as required. 

INPUT RATING - All new customers whose consumption of gas for any 
purpose will exceed an input of 2,500,000 Btu per hour, ,metered at 
a single delivery point, shall consult with the Company and furnish 
details of estimated hourly.input rates for all gas utilization 
equipment. Where system design capacity permits, such customers 
may be served on a firm basis. Where system design capacity is 
limited, and at Company's sole discretion, Company will serve all 
such new customers on an interruptible basis only. Architects, 
contractors, heating engineers and installers, and all others 
should consult with the Company before proceeding to design, erect 
or redesign such installations for the use of natural gas. This 
will insure that such equipment will conform to the Company's 
ability to adequately serve such installations with gas. 

3. ACCESS TO CUSTOMER'S PREMISES - Company representatives, when 
properly identified, shall have access to customer's premises.at 
all reasonable times for the purpose of reading meters, making 
repairs, making inspections, removing the Company's property, or 
for any other purpose incidental to the service. 
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CUSTOMER OBLIGATIONS: (Cont.) 
COMPANY PROPERTY - The customers shall exercise reasonable 
diligence in protecting the Company's property on their premises, 
and shall be liable to the Company in case of loss or damage caused 
by their negligence or that of their employees. 

INTERFERENCE WITH COMPANY PROPERTY - The customer shall not discon- 
nect, change connections, make connections or otherwise interfere 
with Company's meters or other property or permit same to be done 
by other than.the Company's authorized employees or 
representatives. 

NOTIFICATION OF LEAKS - The customer shall immediately notify the 
Company at its office of any escape of gas in or about the 
customer's premises. 

TERMINATION OF GAS SERVICE - All customers are required to notify 
the Company, to prevent their liability for service used by 
succeeding tenants, when vacating their premises. Upon receipt of 
such notice, the Company will read the meter and further liability 
for service used on the part of the vacating customer will cease. 

REPORTING REQUIREMENTS - Customer shall furnish Company.al1 
information as may be required or appropriate to comply with 
reporting requirements of duly constituted authorities having 
jurisdiction over the matter herein. 

LIABILITY: 
1. CONTINUITY OF SERVICE - The Company will use all reasonable care to 

provide continuous service but does not assume responsibility for a 
regular and uninterrupted supply of gas service and will not be 
liable for any loss, injury, death, or damage resulting from the 
use of service, or arising from or caused by the interruption or 
curtailment of the same. 

2. CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor 
in any other way does the Company give any warranty, express or 
implied, as to the adequacy, safety or other characteristics of any 
structures, equipment, lines, appliances or devices owned, 
installed or maintained by the customer or leased by the customer 
from third parties. 
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LIABILITY: (Cont.) 
COMPANY EQUIPMENT AND USE OF SERVICE - The Company will not be 
liable for any loss, injury, death or damage resulting in any way 
from the supply or use of gas or from the presence or operation of 
the Company's structures, equipment, lines, appliances or devices 
on the customer's premises, except loss, injuries, death, or 
damages resulting from the negligence of the Company. 

INDEMNIFICATION - Customer agrees to indemnify and hold Company 
harmless from any and all injury, death, loss or damage resulting 
from customer's negligent or wrongful acts under and during the 
term of service. Company agrees to indemnify and hold customer 
harmless from any and all injury, death, loss or damage resulting 
from Company's negligent or wrongful acts under and during the term 
of service. 

FORCE MAJEURE'- In the event of either party being rendered wholly 
or in part by force majeure unable to carry out its obligations, 
then the obligations of the parties hereto, so far as they are 
affected by such force majeure, shall be suspended during the 
continuance of any inability so caused. Such causes or 
contingencies affecting the performance by either party, however, 
shall not relieve it of liability in the event of its concurring 
negligence or in the event of its failure to use due diligence to 
remedy the situation and remove the cause in an adequate manner and 
with all reasonable dispatch, nor shall such causes or 
contingencies affecting the performance relieve either party from 
its obligations to make payments of amounts then due hereunder, nor 
shall such causes or contingencies relieve either party of 
liability unless such party shall give notice and full particulars 
of the same in writing or by telephone to the other party as soon 
as possible after the occurrence relied on. If volumes of 
customer's gas are destroyed while in Company's possession by an 
event of force majeure, the obligations of the parties shall 
terminate with respect to the volumes lost. 

The term "force majeure" as employed herein shall include, but 
shall not be limited to, acts of God, strikes, lockouts or other 
industrial disturbances, failure to perform by any third party, 
which performance is necessary to the performance by either 
customer or Company, acts of the public enemy or terrorists,, wars, 
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IV. LIABILITY: (Cont.) 
5. FORCE MAJEURE - (Cont.) 

blockades, insurrections, riots, epidemics, landslides, lightning, 
earthquakes, fires, storms, floods, washouts, arrest and restraint 
of rulers and peoples, civil disturbances, explosions, breakage or 
accident to machinery or lines of pipe, line freeze-ups, sudden 
partial or sudden entire failure of gas supply, failure to obtain 
materials and supplies due to governmental regulations, and causes 
of like or similar kind, whether herein enumerated or not, and not 
within the control of the party claiming suspension, and which by 
the exercise of due diligence such party is unable to overcome; 
provided that the exercise of due diligence shall not require 
settlement of labor disputes against the better judgment of the 
party having the dispute. 

The term "force majeure" as employed herein shall also include, but 
shall'not be limited to, inability to obtain or acquire, at reason- 
able cost, grants, servitudes, rights-of-way, permits, licenses, or 
any other authorizations from third parties or agencies (private or 
governmental) or inability to obtain or acquire at reasonable cost 
necessary materials or supplies to construct, maintain, and operate 
any facilities required for the performance of any obligations 
under this agreement, when any such inability directly or 
indirectly contributes to or results in either party's inability to 
perform its obligations. 

V. GENERAL TERMS AND CONDITIONS: 
1. AGREEMENT - Upon request of the Company, customer may be required 

to enter into an agreement for any service. 

2. RATE OPTIONS - Where more than one rate schedule is available for 
the same class of service, the Company will assist the customer in 
selecting the applicable rate schedule(s). The Company is not re- 
quired to change a customer from one rate schedule to another more 
often than once in twelve months unless there is a material change 
in the customer's load which alters the availability and/or 
applicability of such rate(s), or unless a change becomes necessary 
as a result of an order issued by the Commission or a court having 
jurisdiction. The Company will not be required to make any change 
in a fixed term contract except as provided therein. 
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V. GENERAL TERMS AND CONDITIONS : (cant . ) 
3. RULES FOR APPLICATION OF GAS SERVICE: 

a. Residential gas service is available to any residential 
customer for domestic purposes only. Residential gas service 
is defined as service for general domestic household purposes 
in space occupied as living quarters, designed for occupancy by 
one family. Typical service would include the following: 
separately metered units, such as single private residences, 
single apartments, mobile homes and sorority and fraternity 
houses (this is not an all-inclusive list). In addition, 
auxiliary buildings on the same premise as the living quarters, 
used for residential purposes, or for the producing operations 
of a farm or ranch, may be served on the residential rate. 

b. Nonresidential service is defined as service provided to a 
business enterprise in.space occupied and operated for nonresi- 
dential purposes. Typical service would include stores, 
offices, shops, restaurants, boarding houses, hotels, service 
garages, wholesale houses, filling stations, barber shops, 
beauty parlors, master metered apartment houses, common areas 
of shopping malls or apartments (such as halls or basements), 
churches, elevators, schools and facilities located away from 
the home site (this is not an all-inclusive list). 

c. The definitions above are based upon the supply of service to 
an entire premise through a single delivery and metering point. 
Separate supply for the same customer at other points of 
consumption may be separately metered and billed. 

d. If separate metering is not practical for a single unit (one 
premise) that is using gas for both domestic purposes and for 
conducting business (or for nonresidential purposes as defined 
herein), the customer will be billed under the predominate use 
policy. Under this policy, the customer's combined service is 
billed under the rate (Residential or Nonresidential) 
applicable to the type of service which constitutes 50% or more 
of the customer's total connected load. 

e. Other classes of service furnished by the Company shall be 
defined in applicable rate schedules or in rules and 
regulations pertaining thereto. Service to customers for which 
no specific rate schedule is applicable shall be billed on the 
Nonresidential rates. 
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DISPATCHING - Transportation customers will adhere to gas 
dispatching policies and procedures established by Company to 
facilitate transportation service. Company will inform customer of 
any changes in dispatching policies that may affect transportation 
services as they occur. 

RULES COVERING GAS SERVICE TO MANUFACTURED HOMES - The rules and 
regulation for providing gas service to manufactured homes are in 
accordance with the Code of Federal Regulations (24CFR Part 3280 - 
Manufactured Home Construction and Safety Standards) Subpart G and 
H which pertain to gas piping and appliance installation. In 
addition to the above rules, the Company also follows the 
regulations set forth in the NFPA 501A, Fire Safety Criteria for 
Manufactured Home Installations, Sites, and Communities. Contact 
your local Montana-Dakota Utilities Co. office for this 
information. 

CONSUMER DEPOSITS - The Company will determine whether or not a 
deposit shall be required of an applicant for gas service in 
accordance with commission rules. 
a. The amount of such deposit shall not exceed one-sixth of the 

estimated annual bill. If a customer has no deposit or one 
which is inadequate in comparison with his recent bills for 
service the Company may collect an additional amount in order 
to bring the total deposit up to the foregoing standard. 
Should a customer be unable to pay the full amount of the 
deposit, the company shall accept payment of the deposit in 
reasonable installments not to exceed four months. 

b. The Company may accept in lieu of a cash deposit a contract 
signed by a guarantor, satisfactory to the Company, whereby the 
payment of a specified sum not to exceed the required cash 
deposit is guaranteed. The term of such contract shall 
automatically terminate after the customer has established 
credit that would result in return of a deposit or at the 
guarantor's request upon sixty days written notice to the 
Company. However, no agreement shall be terminated without the 
customer having made satisfactory settlement for any balance 
which the customer owes the Company. Upon termination of a 
guarantee contract a new contract or a cash deposit may be 
required by the Company. 
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GENERAL PROVISIONS Rate 100 

v . GENERAL TERMS AND CONDITIONS : (cant . ) 
6. CONSUMER DEPOSITS (Cont.) 

c. The customer may in lieu of a deposit be placed on an.early 
payment list whereby customer shall pay the service bill within 
a minimum of five working days. However for early payment, 
early disconnection shall be proper when a customer fails to 
pay the service bill within a minimum of five working days. 

A deposit shall earn interest at the rate of 7% per year for such 
period as the customer receives service. Interest shall be . 
credited to the customer's account annually during the month of 
December. 

Deposits with interest shall be refunded to customers at 
termination provided all billings for service have been paid. 
Deposits with interest will be refunded to all active customers, 
after the deposit has been held for twelve months, provided 
satisfactory credit has been established. 

7. METERING AND MEASUREMENT: 
a. Company will meter the volume of natural gas de1ivere.d to 

customer at the delivery point. Such meter measurement will be 
conclusive upon both parties unless such meter is found to be 
inaccurate, in which case the quantity supplied to customer 
shall be determined by as correct an estimate as it is possible 
to make, taking into consideration the time of year, the 
schedule of customer's operations and other pertinent facts. 
Company will test meters in accordance with applicable state 
utility rules and regulations. 

b. Transportation customers agree to provide the cost of the 
installation of electronic measurement equipment to Company 
before transportation service is implemented. 

8. MEASUREMENT UNIT FOR BILLING PURPOSES - The measurement unit for 
billing purposes shall be one (1) decatherm (dk), unless otherwise 
specified. Billing will be calculated to the nearest one-tenth 
(1/10) dk. One dk equals 10 therms or 1,000,000 Btu's. Dk's shall 
be calculated by the application of a thermal factor to the volumes 
metered. This thermal factor consists of: 

I (Continued) 
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GENERAL PROVISIONS Rate 100 

V. GENERAL TERMS AND CONDITIONS: (Cont.) 
8. MEASUREMENT UNIT FOR BIUING PURPOSES: (Cont.) 

a. an altitude adjustment factor used to convert metered volumes 
at local sales base pressure to a standard pressure base of 
14.73 psia, and 

b. a.Btu adjustment factor used to reflect the heating value of 
the gas delivered. 

9. UNIT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose of 
measurement shall be one (1) cubic foot of gas at either local 
sales base pressure or 14.73 psia, as appropriate, and at a 
temperature base of sixty degrees Fahrenheit (60°F). All 
measurement of natural gas by orifice meter shall be reduced to 
this standard by computation methods, in accordance with procedures 
contained in ANSI-API Standard 2530, First Edition, as amended. 
Where natural gas is measured with positive displacement or turbine 
meters, correction to local sales base pressure shall be made for 
actual pressure and temperature with factors calculated from 
Boyle's and Charles' Laws. Where gas is delivered at 20 psig or 

, more, the deviation of the natural gas from Boyle's Law shall be 
determined by application of Su~ercom~ressibilit~ Factors for 
Natural Gas published by the American Gas Association, Inc., 
copyright 1955, as amended or superseded. Supercompressibility 
factor adjustments will be waived on monthly billed volumes of 
250 dk or less. 

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of 
Service from Highest to Lowest: 
a. Priority 1 - Firm sales and firm transportation services. 
b. Priority 2 - Small interruptible sales and small interruptible 

transportation services at the maximum rate on a pro rata 
bas is. 

c. Priority 3 - Large interruptible sales and large interruptible 
transportation services at the maximum rate on a pro rata 
basis. 

d. Priority 4 - Small interruptible sales and small interruptible 
transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where 
equal rates are applicable among customers. 
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GENERAL PROVISIONS Rate 100 

V. GENERAL TERMS AND CONDITIONS : (cant . ) 
PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY: (Cont.) 
e. Priority 5 - Large interruptible sales and large interruptible 

transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where 
equal rates are applicable among customers. 

f. Priority 6 - Gas scheduled to clear imbalances. 
Montana-Dakota shall have the right, in its sole discretion, to 
deviate from the above schedule when necessary for system 
operational reasons and if following the above schedule would 
cause an interruption in service to a customer who is not 
contributing to an operational problem on Montana-Dakota's 
system. 

Montana-Dakota reserves the right to provide service to customers 
with a lower priority while service to higher priority customers 
is being curtailed due to restrictions at a given delivery or 
receipt point. When such restrictions are eliminated, Montana- 
Dakota will reinstate sales and/or transportation of gas 
according to each customer's original priority. 

LATE PAYMENT - Amounts billed will be considered past due if not 
paid by the due date shown on the bill. An amount equal to 1% 
per month will be applied to any unpaid balance existing at the 
immediate subsequent billing date, provided however, that such 
amount shall not apply where a bill is in dispute or a formal 
complaint is being processed. All payments received will apply 
to the customer's account prior to calculatin~ the Late payment 
charge. Those payments applied shall satisfyWthe oldest-pbrtion 
of the bill first. 

RETLiRNED CHECK CHARGE - A charge of $10.00 will be collected by 
the 'Company for each check charged back to the Company by a bank. 

TAX CLAUSE - In addition to the charges provided for in the gas 
tariffs of the Company, there shall be charged pro rata amounts 
which, on an annual basis, shall be sufficient to yield to the 
Company the full amount of any sales, use or excise taxes, 
whether they be denominated as license taxes, occupation taxes, 
business taxes, privilege taxes, or otherwise, levied against or 
imposed upon the Company by any municipality, political 
subdivision, or other entity, for the privilege of conducting its 
utility operations therein. 
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GENERAL PROVISIONS Rate 100 

V. GENERAL TERMS AND CONDITIONS : (cant . ) 
13. TAX CLAUSE (Cont .) 

The charges to be added to the customers' service bills under 
this clause shall be limited to the customers within the 
corporate limits of the municipality, political subdivision or 
other entity imposing the tax. 

14. UTILITY CUSTOMER SERVICES: 
a. The following services will be performed at no charge 

regardless of the time of performance: 

1. Fire and explosions calls. 

2. Investigate hazardous condition on customer premises, such 
. as gas leaks, odor complaints, combustion gas fumes. 

3. Maintenance or repair of Company-owned facilities on the 
customer's premises. 

b. The following service calls will be performed at no charge 
during the Company's normal business hours: 

1. Cut-ins and cut-outs. 

2. Disconnecting of gas appliances permanently removed from 
service or in connection with cut-outs. 

3. 'Lighting pilots, inspecting, and adjusting gas equipment in 
connection'with establishing service when working cut-in 
orders. 

4. Initial burner adjustment on residential gas burning 
appliances. 

5. High bills or inadequate service complaints. 

6. Location of underground Company facilities and customer- 
owned gas service lines for contractors, builders, 
plumbers, etc. 
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Date Filed: December 7, 1994 Effective Date: service Rendered on and 
after December 7, 1994 

Issued By: C. Wavne Fox, Vice President - 
Docket No. NG94-012 Regulatory Affairs & General Services 



STATE OF SOUTH DAKOTA 
wMoNTANAoDm r n ~ m ~ s  m. GASRATESCHEDULE 

~ ~ o l ~ w ~ ~ , ~ n c .  SD P.U.C. Sectlon No. 5 
1st Revised SheetNo. 1.14 

Cancelling Original Sheet No. 1.14 

(Continued) Page 15 of 18 

GENERAL PROVISIONS Rate 100 

v . GENERAL TERMS AND CONDITIONS : (cant . ) 
UTILITY CUSTOMER SERVICES: (Cont.) 

7. Pilot relighting, testing thermocouple for proper operation 
and any pilot cleaning that can be done without removing 
pilot assembly. 

8. Service calls for routine cut-ins, when the order is 
received prior to 3:30 p.m. on a regular work day will be 
considered as non-chargeable regardless if work is 
performed outside of normal working hours. 

UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS HOURS - For 
service requested by customers after the Company's normal 
business hours and on Saturday, Sunday, or legal holidays, a 
charge will be made for labor at standard overtime service rates 
and material at retail prices. 

Customers requesting service after the Company's normal business 
hours will be informed of the after hour service rate and encour- 
aged to have the service performed during normal business hours. 

NOTICE TO DISCONTINUE GAS SERVICE - '  Customers desiring to have 
their gas service discontinued shall notify the Company during 
regular business hours, one business day before service is to be 
disconnected. Such notice shall be by letter, personal visit or 
telephone call to the Company's local business office, in 
communities in which an office is maintained. In other 
communities such notice shall be given to the Company's 
representative who services the community or to the nearest 
business office. Saturdays, Sundays and legal holidays are not 
considered business days. 

RECONNECTION FEE FOR SEASONAL OR TEMPORARY CUSTOMERS - A fee of 
$18:00 will be collected for reconnecting gas sales or 
transportation service, during normal business hours, to any 
customer who has discontinued the same service at the same 
location during the preceding 12 month period. Standard overtime 
rates wilF apply after normal business hours. 
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GENERAL PROVISIONS Rate 100 

V. GENERAL TERMS AND CONQITIONS: (cant . ) 
17. RECONNECTION FEE FOR SEASONAL OR TEMPORARY CUSTOMERS: (Cont.) 

Transportation customers who cease service and then resume 
service within the succeeding 12 months shall be subject to a 
reconnection charge of $160.00 whenever reinstallation of the 
required electronic measurement equipment is necessary. 

18. DISCONNECTION OF SERVICE FOR NONPAYMENT OF BILLS - All amounts 
billed for service are due when rendered and will be considered 
delinquent if not paid by due date shown on the bill. If any 
customer shall become delinquent in the payment of amounts 
billed, such service may be discontinued by the Company under the 
applicable rules of the Commission. The Company may collect a 
fee of $12.00 before restoring gas service which has been 
disconnected for nonpayment of service bills during normal 
business hours. Standard overtime rates will apply for services 
performed after normal business hours. 

19. DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN NONPAYMENT OF 
BIUS - The Company reserves the right to discontinue service for 
any of the following reasons: 

a. In the event of customer use of equipment in such &manner as 
to adversely affect the Company's equipment or service to 
others. 

b. In the event of tampering with the equipment furnished and 
owned by the Company. 

c. For violation of or noncompliance with the Company's rules on 
file with the Commission. 

d. For failure of the customer to fulfill the contractual 
obligations imposed as conditions of obtaining service. 

e. For refusal of reasonable access to property to the agent or 
employee of the Company for the purpose of inspecting the 
facilities or for testing, reading, maintaining or removing 
meters. 
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GENERAL PROVISIONS Rate 100 

V. GENERAL TERMS AND CONDITIONS: (Cont.) 
19. DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN NONPAYMENT OF 

BILLS: (Cont.) 
The right to discontinue service for any of the above reasons may 
be exercised whenever and as often as such reasons may occur, and 
any delay on the part of the Company in exercising such rights, 
or omission of any action permissible hereunder, shall not be 
deemed a waiver of its rights to exercise same. 

Nothing in these regulations shall be construed to prevent 
discontinuing service without advance notice for reasons of 
safety, health, cooperation with civil authorities, or fraudulent 
use, tampering with or destroying Company facilities. 

The Company may collect a reconnect fee of $12.00 before 
restoring gas service which has been disconnected for the above 
causes. 

20. GAS METER TEST BY CUSTOMER REQUEST - Any customer may request the 
Company to test its gas meter. The Company shall make the test 
as soon as possible after receipt of the request. If a request 
is made within one year after a previous request, the Company may 
require a deposit as follows: 

Meter rat in^ Deposit Amount 

Residential 

All $10.00 

Non-Residential 

425 CFH* or less 
426 CFH to 1000 CFH 
Over 1000 CFH 

* Cubic feet per hour 
The deposit shall be refunded only if the meter is found to have an 
unacceptable error, as defined in the Commission's regulations. 
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V . GENERAL TERMS AND CONDITIONS : (Cont . ) 
21. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS: 

Rate 102 - Residential Rate for Regular Employees 
Rate 119 - Interruptible Gas Service Extension Policy 
Rate 120 - Firm Gas Service Extension Policy 
Rate 124 - New Installation, Replacement, Relocation and Repair 

of Gas Service Lines 
Rate 125 - New Installation, Replacement, Relocation and Repair 

of Company-owned Service Lines , 

Rate 134 - Rules and Policies for Implementing Master Metering 
Restrictions 
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I RATE FOR RESIDENTIAL GAS SERVICE FOR REGULAR EMPLOYEES 
OF MONTANA-DAKOTA UTILITIES CO., MDU RESOURCES GROUP, INC. 

AND WHOLLY-OWNED SUBSIDIARIES OF MDU RESOURCES GROUP. INC. Rate 102 

. 
The rate for residential gas service for regular employees of Montana-Dakota 
Utilities Co., MDU Resources Group, Inc., and all wholly-owned subsidiaries of 
MDU Resources Group, Inc., shall be computed at the applicable rate, and the 
amount reduced by 33 1/38. This is available only for residential use, in a 
single family unit, served by the Company to a regular employee. who .has been 
continuously employed at least six months and is the principal support of the 
household in which employee resides, or is the spouse of the principal 
support. 
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INTERRUPTIBLE GAS SERVICE EXTENSION POLICY Rate 119 

The policy of Montana-Dakota Utilities Co. for gas extensions necessary to 
provide interruptible sales or interruptible transportation service to 
customers, except for customers served on Rate 66, is as follows: . 

Contribution 

a. Prior to construction, the customer shall contribute an amount equal 
to the total cost of construction including all gas main extensions, 
valves, tap setting and associated equipment, barricade, service 
stub(s), regulators, meters (excluding electronic measurement 
equipment), any required payments made by the Company to the 
transmission pipeline to .accommodate the extensions, and other costs 
as adjusted for federal and state income taxes. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction or, 

ii. The customer may post a bond, irrevocable letter of credit, 
or a written guarantee commitment in the amount of the total 
contribution required prior to construction. Such bond, 
issued by a bonding company authorized to do business in the 
state, letter of credit, or written guarantee commitment, 
shall be effective for a five-year period commencing at the 
plant in service date, and is subject to approval and 
acceptance by the Company. If at the end of the original 
five-year term, a contribution requirement exists for the 
subject project, the surety or guarantor shall pay the 
Company for such contribution requirement, or 

iii. Customer, upon approval by Company, may finance the amount of 
the required contribution subject to the following 
conditions: 1) maximum contribution to be financed shall be 
determined by the Company at its sole discretion, 2) maximum 
term shall be five years, 3) interest will be charged at the 
Company's incremental weighted cost of capital. 

c. Upon completion of construction, the contribution amount will be 
adjusted to reflect actual costs, and an additional charge may be 
levied or a refund may be made. 

d. Electronic measurement equipment costs shall be subject to the terms 
and conditions specified in Transportation Service Rates 81, 82, 84. 
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INTERRUPTIBLE GAS SERVICE EXTENSION POLICY Rate 119 

Refund 

If within the five-year period from the extension(s) in service 
date, the total of the customer's contribution and actual margin 
paid to the Company equals or exceeds the total present value of the 
revenue requirement associated with the extension, Company -shall 
refund the amount exceeding the revenue requirement on the following 
basis : 

i. Annually, beginning at the 2nd anniversary of the extension(s) 
in service date, the Company will refund to the customer, the 
amount exceeding the total present value of the revenue 
requirement at a rate of 50% of the current year margin 
associated with the customer's actual throughput. 

ii. Customers who have posted a bond, letter of credit, or a 
written guarantee commitment will be notified of any reduction 
in surety or guarantee requirements based on the above 
calculation. 

iii. No refunds will be made for amounts less than $25. 

Interest will be calculated annually by the Company on any refund 
amounts and shall be equal to the average commercial paper interest 
rate (AI/PI), not to exceed 12 percent per annum. 

No refund shall be made by the Company after the five-year refund 
period has expired, and in no case shall the refund, excluding 
interest, exceed the amount of contribution made by the customer. 
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m e  policy of Montana-Dakota Utilities Co. for gas extensions necessary to 
?rovide firm sales or firm transportation service to customers is as follows: 

1. An extension will be constructed without a contribution if the 
estimated capital expenditure is cost justified as defined in 
paragraph A. 3 . 

2 .  The Company may require customer or developer cost participation if 
the estimated capital expenditure is not cost justified. 

3 .  The extension will be considered cost justified if the calculated 
. maximum allowable investment equals or exceeds the estimated capital 

expenditure using the following formula: 

Maximum Allowable Investment= 

a1 C u s v a e  - + (Project Estmted 3rd Y e a r  Dk x U- 
Levelized Annual Revenue Requirement Factor 

Cost of the extension shall include, if applicable, the gas main 
extension (s 1 , valves, tap setting and associated equipment, 
barricade, service stub(s), any required payments made by the Company 
to the transmission pipeline company to accommodate the extension(s), 
and other costs excluding the distribution meter and regulator. 

The service stub is that portion of the gas service extending from 
the main to the private property line or easement boundary. 

The service line is that portion of the gas service extending from 
the service stub to the connection at the house regulator and/or 
meter. Service lines are installed at customer's expense and are 
owned by and shall be maintained at customer's expense except for 
those customers served under General Services Rate 66. 

For those customers served under General Services Rate 66, the 
service line will be treated in accordance with Rate 125. 

Where cost participation is required, such extension is subject to 
execution of the Company's standard agreement for extensions by the 
customer or the developer and Company. 

A refund will be made only when there is a reduction in the amount of 
contribution required within a five-year period from the extension(s1 
in service date. Interest will be calculated annually by the Company 
on any refund amounts and shall be equal to the average commercial 
paper interest rate (Al/Pl), not to exceed 12 percent per annum. 

No refund shall be made by Company after the five-year refund period 
and in no case shall the refund excluding interest, exceed the amount 
of the contribution. 
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Cost participation for extensions where customers will be immediately 
available for service is as follows: 

1. Contribution - 
a. When a contribution is required, the customer(s1 shall pay the 

Company the portion of the capital expenditure not cost justi- 
fied as determined in accordance with paragraph A.3. 

b. The contribution shall be made by: 

i A one-time payment prior to construction, or 

ii. Payment of 25% of the contribution prior to construction 
and the balance in no more than twenty-four equal monthly 
installments. If customer discontinues service within'the 
twenty-four month period, the balance will be due and 
payable upon discontinuance of service, or 

iii. Customer may post a bond, irrevocable letter of credit, or 
a written guarantee commitment in the amount of the re- 
quired contribution prior to construction. Such bond, 
issued by a bonding company authorized to do business in 
the state, letter of credit, or written guarantee commit- 
ment, shall be effective for the original five-year term 
and is subject to approval and acceptance by the Company. 
If at the end of the original five-year term, a contribu- 
tion requirement exists in the subject project based on a 
recalculated maximum expenditure, the surety or guarantor 
shall reimburse the Company for such recalculated contri- 
bution requirement, or 

iv. Customer, upon approval by Company, may finance the amount 
of the required contribution subject to the following 
conditions: 1) maximum contribution to be financed shall 
be determined by the Company at its sole discretion, 2)  
maximum term shall be five years, 3) interest will be 
charged at the Company's incremental weighted cost of 
capital. 

c. Upon completion of construction, the contribution amount will 
be adjusted to reflect actual costs, and an additional charge 
may be levied or a refund may be made. 

d. If within the five-year period from the extension(s) in service 
date, the number of active customers and related volume exceeds 
the third-year projections, the Company shall recompute the 
contribution requirement by recalculating the maximum allowable 
investment. 

Date Filed: Februarv 1 . 1999 Effecti'ie Date: Service Rendered on or after June 25,1999 
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3. rust-Extsifiin (Cont.) 

e. The recalculated contribution requirement shall be collected 
from the new applicant (s) . 

Refund - 

a. The Company will refund to the original contributor(s1 the 
amount required to reduce their contribution to the recalculated 
contribution requirement. No refunds will be made for amounts 
less than $25. Customers who have posted a bond, letter of 
credit, or written guarantee commitment will be notified of any 
reduction in surety or guarantee requirements. 

b. No refunds will be made until the new applicants begin taking 
service from the Company. 

c. If the addition of new customers will increase the contribution 
required from existing customer(s), the extension will be 
considered a new extension and treated separately. 

Incremental Expansion Surcharge - 

a. The Company, in its sole discretion, may offer an Incremental 
Expansion Surcharge (Surcharge) to groups of customers 
requesting service totaling 10 or more when the total estimated 
cost would otherwise have been prohibitive under the Company's 
present rates and gas service extension policy. The 
contribution requirement to be collected under the Surcharge 
shall be the amount of the capital expenditure in excess of the 
Maximum Allowable Investment determined in accordance with nA.3.  

i. A minimum up-front payment of $100.00 will be collected 
from each customer who signs an agreement to participate 
in the expansion. 

ii. For projects that are expected to be recovered within a 5- 
year period, the Surcharge shall be set at a fixed monthly 
charge of $5.00 per month plus $1.50 per dk. 

iii. For projects that are not expected to be recovered within 
a 5-year period, the Surcharge shall be set at a fixed 
monthly charge of $5.00 per month plus a commodity charge 
designed to provide recovery of the contribution 
requirement. 

b. The Surcharge shall remain in effect until the net present value 
of the contribution requirement, calculated using a discount 
rate equal to the overall rate of return authorized in the last 
rate case, is collected. 

Date Filed: Februarv 1. 1999 EKecti'ie Date: Service Rendered on or after June 25,1999 
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3 .  c. The Surcharge shall apply to all customers connecting to natural 
gas service within the expansion area until the contribution 
requirement is satisfied. 

d. The net present value of the Surcharge will be treated as a 
contribution-in-aid of construction for accounting purposes. 

Cost participation may be required for extensions such as a subdivision or 
mobile home court, in which a developer is installing roads, utilities, 
etc., before housing is built. 

1. Contribution - 

a. When a contribution is required, the developer shall pay the 
Company the portion of the capital expenditure not cost 
justified as determined in accordance with paragraph A . 3 .  

b. The contribution shall be made by: 

i. A one-time payment prior to construction, or 

ii. Developer may post a bond, irrevocable letter of credit, 
or a written guarantee commitment in the amount of the 
required contribution prior to construction. Such bond, 
issued by a bonding company authorized to do business in 
the state, letter of credit, or a written guarantee com- 
mitment, shall be effective for the original five-year 
term and is subject to approval and acceptance by the 
Company. If at the end of the original five-year term, a 
contribution requirement exists in the subject project 
based on a recalculated maximum expenditure, the surety 
shall reimburse the Company for such recalculated 
contribution requirement, or 

iii. Customer, upon approval by Company, may finance the amount 
of the required contribution subject to the following 
conditions: 1) maximum contribution to be financed shall 
be determined by the Company at its sole discretion, 2) 
maximum term shall be five years, 3) interest will be 
charged at the Company's incremental weighted cost of 
capital. 

c. Upon completion of construction, the contribution amount will be 
adjusted to reflect actual costs, and an additional charge may 
be levied or a refund may be made. 

Date Filed: Februarv 1. 1999 Effective Date Service Rendered on or after June 25. 1999 

Issued Bv: C. Wavne Fox. Vice President - 
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NEW INSTALLATION, REPLACEMENT, RELOCATION AND 
REPAIR OF GAS SERVICE LINES Rate 124 

The following will apply, except for customers served on Rate 66, to all new 
customer-owned gas service lines, and to the replacement, relocation and 
repair of all gas service lines on private property. 

The customer shall be charged for a new service line on the basis of 
direct costs to the Company including material, labor, transpor- 
tation, etc. Such costs shall- include ordinary-payroll and-general .. -.- 
overhead loadings. The Company may, at its option, calculate a 
statewide average cost per foot for such work based on its experience 
and may use such calculated amount for billing purposes. 

If the customer's service line requires replacement, was installed 
less than 25 years ago, and is coated steel or plastic pipe, such 
line shall be pressure tested in accordance with the Company's rules 
for pressure testing. If the service line is found to be leaking due 
to faulty installation or due to a lack of cathodic protection, has 
damaged coating, surface pitting, etc., the line will be repaired or 
replaced at no cost to the customer. 

For coated steel pipe service lines installed more than 25 years ago, 
which cannot be repaired and need replacement and for bare pipe 
service lines of any age, the customer shall be charged in accordance 
with Paragraph 1 above. 

In accordance with Company standards, service line replacements will 
be constructed with outside risers and meters. Such reconstruction 
will nearly always involve minor changes in inside piping. The 
inside piping changes may be incorporated into the total footage to 
be billed as provided in Paragraph 1 above. 

Where the customer's gas service line must be replaced because the 
mains are being relocated (alley to street or street to alley), such 
line change or relocation will be made at the Company's expense if 
the service line is coated steel or plastic pipe and was installed 
less than 25 years ago. If the line is older and passes the required 
pressure test, the replacement will be made at the Company's expense. 
If such older line does not pass the required pressure test, the line 
shall be replaced at the customer's expense except that the customer 
shall be charged only for the lesser of: (a) the equivalent length of 
the old service line or (b) the actual length of the new service line 
if it is shorter than the older service line being replaced. The 
basis for billing the customer shall be as outlined in Paragraph 1 
above. 

(Continued) 
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5. Where service line location changes are made due to building 
encroachments (a building is being constructed or, is already located 
over a service line, etc.), or due to the necessity to increase the 
size and capacity of. an-existing service line-because of &nereased 
demand, the customer shall be charged on the basis of direct costs 
incurred by the Company, as outlined in Paragraph 1 above. 

6. Whenever a service line is damaged by excavating and/or earth-moving 
equipment, etc., and is either repaired or replaced in whole or in 
substantial part, such work shall be charged for on a direct cost 
basis including ordinary payroll and general overhead loadings. If 
the damage was caused by independent contractors, not in the employ 
of the customer, the charges shall be billed directly to such 
contractor. Damages done by the customer or someone working directly 
for him shall be paid for by the customer. Such charges shall be 
made regardless of the age of the damaged service line. 

L 
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NEW INSTALLATION, REPLACEMENT, RELOCATION AND 
REPAIR'OF COMPANY-OWNED GAS SERVICE LINES Rate 125 

The following will apply to all Company-owned gas service lines for service to 
those customers served under Rate 66. 

1. New Service Lines 
a. The Company will install, at its expense, a service line 

extending up to 150 feet within the customer's property line. 
At such time as the primary distribution system is under 
construction, the-customer shall be charged--far the -required 
service line exceeding 150 feet, on the basis of direct costs to 
the Company including material, labor, transportation, etc. 
Such costs shall include ordinary payroll and general overhead 
loadings. For service lines installed after completion of the 
primary distribution system, the customer will pay to the 
Company an amount equal to the excess footage multiplied by the 
average per foot installation cost. The average per foot 
installation cost will be determined annually based on the 
average state-wide system cost for service line installations. 

b. The Company will provide service to rural customers requiring a 
tap setting on South Dakota Intrastate Pipeline Company's 
transmission line, however a contribution may be required 
pursuant to the currently effective Firm Gas Service Extension 
Policy Rate 120. The rural customers' required service line 
will be treated in accordance with paragraph la above. 

Where the customer's gas service line must be replaced because the 
mains are being relocated (alley to street or street to alley), such 
line change or relocation will be made at the Company's expense. 

Where service line location changes are made due to building 
encroachments (a building is being constructed or is already located 
over a service line, etc.), or due to the necessity to increase the 
size and capacity of an existing service line because of increased 
demand, the customer shall be charged on the basis of direct costs 
incurred by the Company, including material, labor, transportation, 
etc. Such costs shall include ordinary payroll and general overhead 
loadings . 
Whenever a service line is damaged by excavating and/or earth moving 
equipment, etc., and is either repaired or replaced in whole or in 
substantial part, such work shall be charged for on a direct cost 
basis including ordinary payroll and general overhead loadings. If 
the damage was caused by independent contractors, not in the employ 
of the customer, the charges shall be billed directly to such 
contractor. Damages done by the customer or someone working directly 
for customer shall be paid for by the customer. Such charges shall 
be made regardless of the age of the damaged service line. 

Service Rendered on and a£ 
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RULE AND POLICIES FOR IMPLEMENTING MASTER 
METERING RESTRICTIONS Rate 134 

Section 1. Definitions 

"Multiple occupancy building" shall mean any building which contains 
more than one residential-or-.commercial unit. . .. : . . . ..-.. 

"New multiple occupancy building" shall mean any building for which the 
physical labor involved in the erection of such building starts on or 
after June 13, 1980. 

"Existing multiple occupancy building" shall mean any building for which 
the physical labor involved in the erection of such building starting 
before June 13, 1980. 

"Mobile home courtw or "trailer park" shall mean any such mobile home 
courts or trailer parks in which residence is predominantly either 
permanent or long term, and shall not include mobile home courts or 
trailer parks in which residency is highly transient, such as 
campgrounds for recreational vehicles or trailers used for recreation or 
vacations. 

"New mobile home courts or trailer parks" shall mean such courts or 
parks, for which the physical labor involved in the construction 
commenced on or after June 13, 1980. 

"Existing mobile home courts or trailer parks" shall mean such courts or 
parks, for which the physical labor involved in the construction 
commenced before June 13, 1980. 

"Master metered service" shall mean gas service provided to more than 
one residential or commercial unit through a single meter. 

"Individually metered service" shall mean gas service provided to one 
residential or commercial unit through a single meter which serves that 
unit only and no other unit. 

"Companyn shall mean Montana-Dakota Utilities Co. 

(Continued) 
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RULE AND POLICIES FOR IMPLEMENTING MASTER 
METERING RESTRICTIONS Rate 134 

Section 2. Applicabilitv 
Natural gas service to new multiple occupancy buildings and mobile home 
courts or trailer parks shall be provided as individually metered 
service only unless specifically exempted by one -.ormore of -the.-. . 

provisions contained in Section 3 below. 

Section 3. Exceptions 

Residential multiple occupancy buildings consisting of no more than two 
units, one of which is owner occupied, may be served by one master 
meter. 

The following multiple occupancy buildings or facilities may be served 
by master meter: 

(i) hospitals 
(ii) nursing or convalescent homes 
(iii) transient hotels or motels 
(iv) dormitories 
(v) campgrounds 
(vi) residential facilities of a transient nature 

Existing multiple occupancy buildings (construction of which commenced 
before June 13, 1980) which are presently receiving master metered gas 
service may continue to be served on a master metered basis. 

Master metered gas service provided for central heating or cooling 
systems, central ventilating systems or for central hot water heating 
sys tems . 
Service to multiple occupancy buildings constructed, owned or operated 
with funds appropriated through the U.S. Department of Housing and Urban 
Development, or any other federal or state government agency, shall be 
served by individual meters. If such individual metering requirement is 
inconsistent with regulations promulgated by such department or agency, 
service on a master metered basis is allowed. 

Existing mobile home courts and trailer parks may continue to be 
served on a master metered basis, subject to Section 5 of this tariff. 

(Continued) 
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RULE AND POLICIES FOR IMPLEMENTING MASTER 
METERING RESTRICTIONS Rate 134 

Section 4. remodel in^ and Renovation 

Where there is an existing multiple occupancy building receiving master 
metered gas service -which. is substantially remode-led.sr renovated for 
continued use as a multiple'occupancy building, for which the physical 
labor for remodeling or renovation is begun after June 13, 1980, gas 
service to the units after completion of the remodeling or renovation 
shall be on an individual metered basis, unless the owner of such 
building demonstrates to the South Dakota Public Utilities Commission 
that such conversion would be impractical, uneconomical or unfeasible, 
and the owner of such building provides the Company with evidence of the 
South Dakota Public Utilities Commission decision. 

Section 5. Owner or Operator Charge for Gas Service 

Gas service to an existing master metered multiple occupancy building, 
if not otherwise prohibited by this tariff, shall be provided only upon 
condition that charges for gas made by the owner or operator to each 
tenant or occupant shall be equal to each tenant's or occupant's pro 
rata share of the total amount charged to the owner or operator by the 
Company in proportion to the ratio of the total square foot floor area 
of the building. 

Gas service to an existing master metered mobile home court or trailer 
park shall be provided only.upon condition that charges for gas made by 
the owner or operator of such court or park to each tenant or occupant 
shall be equal to such tenant's or occupant's pro rata share of the 
total amount charged to the owner by the Company in proportion to the 
ratio of the square foot floor area of each tenant's or occupant's unit 
to the total square foot floor area of the mobile home court or trailer 
park. 

(Continued) 
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RULE AND POLICIES FOR IMPLEMENTING MASTER 
METERING RESTRICTIONS Rate 134 

section 6. Variation 

Any variation from the above rules. will only be. made.-after the -owner or - %. 

operator provides evidence of South Dakota Public Utilities Commission 
approval of such variation. 

All other rules and regulations of Montana-Dakota which govern gas 
service in South Dakota and which do not conflict with the provisions of 
this rule shall apply to gas service provided to new and existing 
buildings which are subject to this rule. The customer is responsible 
for ascertaining and complying with all applicable rules and regulations 
of any governmental authority having jurisdiction over the subject 
matter of this rule. 

Date Filed: January 1 9 ,  1994 Effective Date: January 19 ,  199 4 
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CONSUMERS DEPOSIT RECEIPT 

812525509 SERVlCE ADORESS 

DEPOSIT AMOUNT 802 Sweetbriar 

$50.00 Rapid City  SD57701 

ACCOUNT NUMBER 

13 598 556 12 661 0370 0 
DATE 

11/15/91 

RECEIVED W: 
CbB-RT SORT ** CR32 
John Doe 
802 Sveetbriar 
Rapid City  SD 57702-5664 
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01 U C O U M  IF AT I N V  n M E  A BILL OF THE CUSTOUER IS NOT PAID WITHI. P 
M ~ S  A ~ R  MR OF PRESENTAM. THE DEPOSIT MAY. AT m E  OF 
THE U)UPUIV.  BE &PRIED TO l n E  ACCOLMT THEREOF 

Date Filed: November 20, 1991 November 20, 1991 
Effective Date: 
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NEW CUSTOMER APPLICATION CARD - GENERAL SERVICE 

STATE OF SOUTH DAKOTA 
GAS RATE SCHEDULE 

SD P.U.C. Section No. 6 
AowunorMlXlReras~e~Pw Inc 

Or lglnal Sheet No. -2-3- 400 Nmh Fourth Slreel 
Bismack NO 58501 Cancelling Sheet NO. 

L d 

2090216-811 IRev.111871 MONTANA-DAKOTA UTILITIES CO. . . . front 
NEW CUSTOMER APPLICATIO?i CARD - GENERAL SERVICE 

Business Name: Acct. No.: 

Service Address: 

Mailing Address: (If differen0 

Business Phone: Home Phone: 

Type of Business Activity: 

Owner of Building: 
(Name) (Address1 (Phone1 

Type of Service Requested: Electric 0 Gas 0 Date Service To Begin: L 
Previous Address: 

(Srreetl (City1 (Statel 

Gen. Sew. Cust. of MDU at Prev. Address: k s  NOD 
(When1 (Where1 

Legal Status: Corporation D; Partnership 0; Sole ProprietorshipO; 
(Other1 

Name, Address and Phone of Owners, Partners. Officers or Local'Representatives: 
(Name1 (Address) (Phone1 

bqck 
Applicant whose signature appears below hereby granfs permission t o  MDU t o  enter: 

applicant's premises a t  all reasonable times for the purpose of installing, connecting, 

reading, inspecting, operating, disconnecting or removing the company pipes, wires, 

meters or other equipment and warrants that  applicant has authority t o  grant 
this permission. 

Date: Signature: 

Title: 

DO NOT WRITE. BELOW - FOR OFFICE USE ONLY 

Identification: Current Driver's License - State N o. 

OR Social Security Number: 

Deposit or Security Required: Yes No 0 Amt. Date: I I 

Date Filed: 
June 8 ,  1989 Effective Date: Service  Rendered and 

After June 30, 1989 
Issued By: C .  Wayne Fox. Vice President - 
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MONTANA-DAKOTA UTILITIES CO. 
CONSUMER BILLING ADJUSTMENT 

DIV ' DlST - 

NAME: ADDRESS: 

ACCOUNT NUMBER 

TOWN 
6 

30 

65 

COUNTY TAX AMOUNT TOTAL AWSlMENT AMOUNT CCFIKWH CONSUMP 
30 1 1  37 l I I I I I 1 I  l l l l l l l l  46 

CYCLE 

I 

ST. TAX AMOUNT 

STATE OF SOUTH DAKOTA 
GAS RATE SCHEDULE 
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2nd Rev - Sheet No. 4 
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I 

BOOK 

1 1  
LOmTION 

/ I /  

COMMOOITV AMOUNT DEMANDIKVAR AMOUNT 

MUNITAX AMOUNT 
EA 1 1 1 1 1 1  57 

FUWPGA AMOUNT 

1 1 1 1 1 1  49 31 

RENTAL AMOUNT 
71 1 1 1 1 1 1 -  1 1  

., 
DISCOUNT AMOUNT 

WHITE - D.u Rocas~i"a bpi. Cow YEUOW - Division O t k a  Cow FINK - Dimrim Off% C o w  

T 

O d  
56 I I  

REAS 
=ODE 

39 I 30 

repared By: 
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SQ 

19 ; 
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41 I  I I  

December 14 ,' 1990 
Date Filed: December 7. 1990 Effective Date: 

Approved By: 

C.  Wayne Fox - Vice President 
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DISCONNECT NOTICE 
V WE WANT TO CONTINUE OUR DEPENQABLE SERVICE TO YOU, 

OUR VALUED CUSTOMER, BUT YOU MUST TAKE ACTION NOW. - 
'John Doe .- AT 802 Sweetbriar Rd. . . 
802 Sweetbriar Rd. , 100010101~210 17 
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4W North Fouflh Sleet 
4th sed Sh+ No. 6 

B~smarck. ND 58501 cancetling3rd Revi sed -Shekt NO. 6 . . 
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Payment of your service account is now past due. Your service will 
I 

be disconnected on unless your past due 
I 

amount is paid in  full or satisfactory arrangements are made before i 
this date. If service is disconnected, payment in  full and a reconnect .i fee of to restore service during normal working hours 
plus a deposit or additional deposit of will be I 
required before service is restored. 

Date BY 
Credit & Collection Department 

I ,  
PAST DUE CURRENT ACCT. BALANCE 

I 
47-00 49.00 86,OO I 

DIRECT INQUIRIES TO MDU, BOX 1060 . I 
I 

PHONE 605 342-0160 RAPID CITY SD 57709 *REFER I 
UNRESOLVED COMPLAINTS TO: S. D. PUBLIC UTILITIES COMMISSION 
CAPITOL. BLDG,  500 E C A P I T O C ~ R R E ,  SD 57501 1-800-332-1782 

1-- ----.- - --.- 4 - - - - - - - - -  \ .  

~ a t e ~ i l e d :  January 6 ,  1986 Effective Date: On and a f t e r  January 15, 1986 

1cq1 ,~d  Rv. C -  Wayne Fox - Vice Pres ident  - Requlatorv A f f a i r s  



APPLICATION FOR INTERRUPTIBLE NATURAL GAS SERVICE 

M O N T ~ D A K ~  UTILITIES ca 
A Diviaion af MDU Rrourcr Gmup I n e  

APPLICATION FOR ZNTERRUPTIBLE NATURAL GAS SERVICE 

STATE OF SOUTH DAKOTA 
By MoN"rANA-DA,KmA GAS RATE SCHEDULE 

UTILITIES CO. 
A C m s r m o / M W ~ c e ~ ~ .  h D P U.C. S ~ C ~ ~ I I  NO. I ?st kevyed sk..tNOm 
400 NoRh FwRh S t ~ l  01 i g i r i a l  
Bismack. ND 58501 Cancelling Shoot No. 

The undenigned hereby maku application to Montana-Dakota Utilitim Ca, hereinafter referred to as the Company. 
for interruptible natural gas sarvice, at the location shown below. 

IAl Application is a non-msidential retail gas customer of the Company and in order to secure a rate differentid C 
pmvidd unda the'terma and conditiom of the Company's Rate Schedule , Appliuat 
agraea ta discontinue uw of natural gaa immadiady upon notice fmm the Compmy, on nahvrl gas equipment 
having altarnate fusl clipabiity or on such equipm4nt which qu.iifiss Metamer far intsmrptible satvim Applicant 
a g r e ~  not to ras~me the w of natural gas during periods of intenuption until informed that it may do so by 
the Company. 

(B) During periods of intamption, applicant may continue the we of natural gas on firm usage equipment rn 
listed below. 

(C) Company's ntu and d e a s  are subject to regulation and Applicant wil l  be bound by any changts M a p p d  
by the applicable regulatory authorities. 

INTERRUPTIBLE EQUIPMENT 

lPpc & Na of Unit. Input I&) Standby Fuel Wak Day Uwge (MCIS 

FIRM USAGE EQUIPMENT 

?ppe & Na of Unit. Input kfl~J Peak Day Umga (MCFl 

APPLICANl! BY: 

ADDRESS: 

CITY AND SPATE: 

MDU CUSKMER ACCOUNT Na 

APPROVED: 

MONTANA-DAKOIlA UTILITIES CO, 
A Dhrtion of MDU Raourca Group, Ine  

Date Filed: August 10, 1990 September 20, 1990 
Effective Date: 

Issued By: 



STATE OF I 
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400 Noah Fourth Slreel 
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iOUTH DAKOTA 
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Date Filed: August 10, 1990 September 20, 1990 
Effective Date: 

Issued By: C .  W e Fax, V i c e  P- - 
Regulatory Affairs & General S e r v i c e s  



ADDITIONAL CUSTOMER 
INFORMATION FOR ' 

SOUTH DAKCYIA CUSTOMERS 

Mmtann-Dakota Utilit9s Cn is Rgulated b; the 
South Dakota Public Utilitiej Commission 
whose duties were erpanded in 1975 toindude 
regulation of natural gas and electric utilities 
I t  is the commisswn's duty to owrs~e rates and 
services of all public utilities in the state 

MDU feels i t  is important that you am 
satisfied with your natural gas or eleLrie 
service However, sometimes a question. 
misunderstanding or complaint may develop If 
i t  dcea please let ua know. I n  mast cazes, the 
problem will be solved with a visit or phone caU 
t o m  nearest MDU office Our employees are 
trained to help you. 

MDU will make a fun  and prompt 
investigation of all writtencomplaints receiwd 
Please address all written complaintn to the 
manager a t  your nearest MDU d c e  The 
address of your local MDU of& appears m 
yourutilitybillaitisiistedinyarrhctl 
*how d i e o r y  

- __ . -- - -- .- .- /_. -- 
DISPUTES 

Wlyumzr a a a t a n ~  advisa MDU. before 
the dmamw&ion of a a t d  p or damL 
service. that any part of the billing, ebags a 
d c e  is in dispute. MDU shall: 

Page  2 of 2 

CUSTOMER INFORMATION BOOKLET 

1. Investigate the dispute promptly. 
2 Advise the custommof the investigation and 

its result. 
3.Attempt to d v e  the dispute 
CWiWddipmastionofserviespmviding 

th%customap4ysthEtwlispotedpmtiooof 
thew 
If the dispute is not d w d  MrlU must 

now the customer that the customer has the , 
privilege to appeal tothe South Dakota Public 
Utilities Commission within ten (10) business 
days after the disconnection notice WBS sent for 
m l u t i o n  of the dispute 

TheOOmmigionisavaileblefacrmsul~ 
you may write or call: 

South Dakota Public Utilities Commission 
Capital Building 
Pi- South Dakota 57601 
1-800-332-1782 

CRFDIT AND DEPOSIT WLlCIES ' . 
MDWa d e b t  d c v  is medicated uwn the 

uwgy purchases without regard to the 
mllectiveuedit reputation of the area in which 
he M she lives and without regmd to  any of the 
h a d i t i d  means forestablishingaedit such as 
b o m e o m a s b i p u ~ y n l a t i m s ~ a b a n l r  

Zhisaeditanddepadtpdicyis# ' 1 
without discrimination in @ to race. color. 
we4 Was ser. aweshy. marital status. age 
or n a t i d  origin. 
MDU d not require a deposit or guarantee 

from any new or present customers who have 
established good aedit. MDU will determine 
the credit standing of an applicant for service 
bv referrina to information about the 
&pli-t's energy usage and bill paying 
habits if the a~nli-t has had service belore 
III the- of inimown +t. traditional means 
ofuedit mtinecan be surmlied bv the annlicnnt 

A olstomer-who ha&d me & mm;?'discw- 
nections of service in the last year, or $bee or 
mme disconnection notices in the last year, or 
has an undisputd outstanding debt with any . 

- -- -. .. - STATE OF SOUTH DAKOTA \.v M o N T ' N A - D W A  GAS RATE SCHEDULE 
UTILITIES CO 
IDnUnO(UWRPnraaWMh SD P.U.C. Section ~ o . 6  

O r i g i n a l  Sheet No. 8.1 
4MI Nmh Fwr~h Slreei 
B r w c k .  NO 58501 Cancelling Sheet No. - 

P 

- 

1.Make a cash deposit.not to exceed one-sixtb 
W6) of theestimated annual bill. Dspositn will . 
earn s~len percent PI%) simple inteest per year 
fmm the date of the deposit to the date of 
refund or disconnection 

2. Rwide a guarantor (residential only). . I: 
3. Be on an earlv n~nnents list wheein the 

arsiamaagreestopay&mfau~~wsaviees 
within five 151 business days af(a it is received 

4.A non-residential cusGer may also provide 
a letter of credit pmt a surety bond, or 
negotiate anbther option with the Company. 

"~n&ngcusto-willbegiv~~ti'~eofnd 
les than fifteen (15) days that a'deposif 
guarantar,.or early payment is ~equ-k+. , , . 

. .  . 
REFIISAL AND D I S C O ~ O N  POLICIES 

Naturally, if your utility bill is not paid within 
a reasonable length of time, you cannot expect 

. 6. ~dauthorized nsa 'of quidment or 
tampering with M D W  service equipmeut. 

 he 1otlow&& a list a f e o n d i k  all of whkh 
'. must occur. before vou will b disconnected f a  

non-payment of a Gi 
1.A customer may be receiving service fmm 

MDU at  more than one location. Only the 
d c e  for which the bill is delinquent can 
bediscaon& 

2 B i  are due when received Bills became 
delinquent twenty (20) days after b i  
transmittal date This period may be shortened 
if the customer's name is on the early 

list This time period may bearaived 
in cases of haud. illeesl use or when it is M v V  
indicated that the &tamer is preparing & 
leave MDU will send you a written notice 
givingyou an additional ten (10) days in which 

. to pay the bill ta avoid disconnection 

3. If this is the &mner*s f5%t & ~ g t i a n  
notice, the customer will receive an additional 
personal notice by either telephone, visit or 
certifiedmd Both w r i h  notice andpersonal 
notice shall contain a statement of the 
customer's right to appeal and where to appeal. 

4. The customer. if he or she ddeims inability to 
pay or extenuatingcircumstanees, is unwilling 
to enter into a reasonable agreement with 
MDU to pay the -ce bill. 

5. No bona fide orjust dispute wnceming the bill 
exists. A disnute shaU not be defined as bona 
fide and juscif the customer does not pay the 
undisputed portion df the bill and does noL 
after notice of their right to do so. contact the 
commission with the unresolved d is~ute  within 
ten (10) worldng days after the disknwction 
notice was sent 

Natural gas or electric service shall not be 
disconnected on any Friday, Sahnday, Sunday or 
legal boliday, or a t  any time when MDU'a 
business offices nre not open to the public 

The custom& can pay a delinquent bill a t  the 
last minute to avoid disconnection MDWs 
repremhtive who comes to disconwet the 
service can also accept lastminute payments 

Inn  landlord-tenant situation, where the meter 
is in the landlord's name, MDU wi l l  not 
dismnaeet the utility sewice until the tenant has 
bem dered the opporhmity to put the natural 
gas aervice or electric sewice in their own oame 
and tbs tenant has burned down this after: MDU 
wiU not a& the tenant to pay any outstanding 
bills a other charges owed by the landlad 

The discanneetion of Uwity service8 during 
' cdd ' ~ ~ ~ t h e r  owld cause a tfueat to  health and 
life MDU shall not diseonnect rrsidential ntility 
swica fmm Nw. 1 to March 31 w i e t  adding 
an additional 30 davs to the normal -on 
date MDU shan n k f y  the customer before the 

postpone disconnection of services for 30 days 
fmm thedate ofapbyuidan'scerLificatearnptLe 
f m m a p u b l i c h e d t h a ~ s e r v k e s o ~ t h a t  
such a medical emergency exists TPlis extension 
is limited to a single thirty (30) day period. 

INSUFFICIElrPT REASONS FOR REFUSAL 
MDU cannot refuse to serve a person: 
1.Wbo will not pay a debt to another utility, or 

a debt for another dass of service, or a 
debt for other bills not based on filed rates 
or charges: 

2 For nonpayment of a bill for which he or she 
is guarantor. 

%Asking for service in a dwelling w k  the 
fonner occupant was delinquent. 

CWbo is livingwith someone that is in debt to  
MDU in an attempt to folce payment ofthat 
b i i  except when that person, ~ v e n  though not 
personally liable to MDU, is trying to get 
service back to theindebted household andm 
attempts are being made to pay the debt of 
that household. 

This pamphlet is a summary of MDU's arstomer 
d e n  A wmplete l i s b g  of MDU customer rules 
and South Dakota Public Utilities Commission 
rules  regulations andrate schedules am available 
for your inspection a t  the Mobridge MDU oftice 
for electric customers and the Rapid City MDU ' 
office for natural gas customers. Your billing. 

. payment and desposit m r d s  am also available 
to you for inspection MDU will furnish addition- 
al information as you may reasonably request. 

! 

For.service rendered on and 
- .  

Date Filed: March- 3 ,  1987 Effective Date: a£ ter:.March- la., 1987 

issued By: C. Wayne Fox, Vice P r e s i d e n t  - R e g u l a t o r y  A f f a i r s  



DISCONTINUANCE NOTICE FOR UNAUTHORIZED USE OF SERVICE 'i 
20614111-81) 
(Rev. 2/88] MONTANA-DAKOTA UTILITIES CO. 

DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 

Today we inspected your gaslelectric service installation. This inspection has revealed 
that you are obtaining unauthorized gaslelectric service at '  the address shown below. 
Under rules and regulations filed with, and approved by, the Public Utility Commission 
of , service can be terminated because of this irregularity. To 
avoid discontinuance of service bring this card to  our office, no later than 
at the address shown below, and we will discuss the conditions under which your gaslelectric 
service will not be interrupted. 

STATE OF SOUTH DAKOTA 
.?Y . . M 0 N " r A N A - D m  GAS RATE SCHEDULE 

UTILITIES CO. 
A Ornsm 01 MW tlzmrfs Daa. lX 

6 s&lafil Section No..- 

4W North F m h  Slreel 
S k t N o .  9 

Bsmmk. ND 58501 Cancdllng SheetNo. - 

I 
I 

- 

MONTANA-DAKOTA UTILITIES CO. Date: 

Address: Customer: 

Address: 

Telephone No.: 

Meter No.: 

Employee: 

WHITE - Customer YELLOW - File 

(N: 

Issued BY: C . Wavne Fox. V i ce  PresisknC - 
~ e g i t l a t o r y  A f f a i r s  & Genera l  Serv ices 



20610f11-81) 
(Rev. 2/88]' MONTANA-DAKOTA UTILITIES CO. 

DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 

Today we inspected your gaslelectric service installation and under rules and regulations filed 
with, and approved by, the Public Utility Commission of , 
we are legally authorized to discontinue service sue to an irregularity. In order to have your 
service restored, bring this card to our office, at the address shown below, and we will discuss 
the conditions under which gaslelectric service may be restored. 

STATE OF SOUTH DAKOTA 
T M o N " r A N A - ~  GAS RATE SCHEDULE 
' UTILITIES CO. 

A O m s m o l M ~ ~ ~ . W  SD P.U.C. Section No.- 6 
Original Sheet No, 10 

400 Norlh F m h  Stfeet 
B~smack. NO 58501 Cancalllng S h t N o .  - 

DISCONTINUANCE NOTICE OF SERVICE DUE TO AN IRREGULARITY (N) 

MONTANA-DAKOTA UTILITIES CO. 

Address: 

Telephone No.: 

WHITE - Customer YELLOW - File 

Date: 

Customer: 

Address: 

Meter No.: 

Employee: 

Date Filed: A U E U S ~  10, 1990 Effective Date: 20 1 9g0 

Issued By: C. 
R s a t o r y  Affairs & General Services 

Pnu T 7 - t  



STATE OF SOUTH DAKOTA 
."s. MoN'E4.NA-DAKD‘r.A GAS RATE SCHEDULE 

' UTILITIES CO. . F. 

BALANCED BILLING PLAN APPLICATION/REMOVAL FOW ( 

2022'43 791 MONTANA-DAKOTA UTILITIES CO. (Front) 
[Rev 3.90) 

BALANCED BILLING PLAN APPLlCATlONlREMOVAL FORM 
'rc NAME: IPRINT) RESIDENCE PHONE: 
7 
13 

SERVICE ADDRESS: BUSINESS PHONE: 
OP 

9 CITY: STATE: ZIP CODE: 

I 

MAILING ADDRESS: 111 Different from Service Address1 

ALT. MY AMT. CNTR. 
30 

PLEASE CHECK ONE OF THE FOLLOWING: 

i ' BALANCED BILLING PLAN REQUEST 
I have read the description and the provisions of the BALANCED BILLING PLAN on the reverse side of this form 
and hereby authorize Montana-Dakota Utilities Co. to place my natural gas andlor electric service account on 
the BALANCED BILLING PLAN and I hereby agree to comply with the provisions of the plan. 

L. BALANCED BILLING PLAN REMOVAL 
I hereby request that my natural gas andlor electric service account with Montana-Dakota Utilities C a  be removed 
from the BALANCED BILLING PLAN. 

Date: Signature: 

Comments: 

FOR INTERNAL USE ONLY 
ACCOUNT NUMBER 0P6 - BALANCED BILLING REQUESC 

I I I l I I I I  IS 0P7 - BALANCED BILLING REMOVE 
0 1 

WHITE - District Office Copy YELLOW - Data Processing Copy PINK - Customer Copy 

MONTANA-DAKOTA UTILITIES CO. (Back) 
BALANCED BILLING PLAN 

DESCRIPTION OF THE PLAN 

The Balanced Billing Plan is basically a moving average based on the customer's total natural gas and/or 
electricity used in the last 12 months or an average based on the months of service if less than 12 months. 
The billed amount under this plan will be based upon the average consumption and will normally change 
every month. The average will be calculated by adding the consumption over the past 11 months plus the 
current month's consumption. The average consumption times the current rate plus a percentage of any 
amount still owed will be the current Balanced Billing Plan payment. 

PROVISIONS OF THE PLAN 

Once a customer is placed on the Balanced Billing Plan he may remain on the Plan provided the customer 
makes his Balanced Billing Plan payments by the delinquent date indicated on the customer's service bill. 

Customers will be removed from the Balanced Billing Plan a t  their own request or automatically by the 
Company when the customer is 60 days in arrears. When a customer is removed from the Balanced Billing 
Plan a t  his request, the customer must make such request in writing by completing and signing a Balanced 
Billing Plan Removal Form (form no. 202211. Should a credit balance exist a t  this time i t  may be applied 
to the customer's current service bill or refunded at  his request. A customer may be *instated to the Plan 
upon request provided all amounts billed have been uaid. I 

Date Filed: Aagust 10, 1990 Effective Date: September 20, 1990 

Issued By: C P Fnn, Vire_Eresidmnt - 
Regulatory A f f a i r s  & General Services 



- STATE OF SOUTH DAKOTA 
~ ~ . , ~  MON"IIWA-DL~K~'~A GAS RATE SCHEDULE 

4 ~ m s m o l M W ~ G m g n  3 r.U..b. a m x m n ~ o .  - 
&qpna l  T- 

400 North Fwrlh Sfreel S h t N o .  - 
t31smack. ND 58501 CancdHng SheetNo. - 

i 
THIRD PARTY NOTICE 0 

Would you 
benefit 
m a 

Third Party 
Notice? 

- '  M O N T A N A - m  
UTILITIES W 

I)(wldpulikrtotm# 
&lgmdZWplllr? 
Montana-DaW Utilities 
Co. (MOU) now has a 
program avarWe called 
T I I ~ ~  party Notice." me 
purpose 01 the propam 
m help avwd any hardshrp 
which could resull hwn 
disconnectron 01 servm 
by W n q  a Mud Pury lo 
urch acmn M adYance. 
nm volunmv pmpnm 
m l d  most benelrt 
ursmmerswhoanlor 
cMerly and live atme. 

Undcr me "Third Pafly 
IVotce" program. 11 rt 
would be necessary m 
&sconntcI s m e  due lo 
nonpaymenl d past due 
MIL me cusmmer as we// 
as me d e s m n d  mKd 
pany would be nonlied 
pnw m Ms Iconnect 
due. m mird parly would 
nrHIhmmemJhrrocon- 
tact MOU and M a r e  the 
ursmmcr's rnafulify to pay 
and enrw mto a paymnt 
-krhau9ms: 

A m i f d p u r y u n b e a  
M, Rkm. chunh or 
u y c o n n w x r y ~ .  

me desrgnated third pany 
wr// have me nght to 
receive and pmvids in&- 
matton ngardng Me 
customer's personal cu- 
urmstances. Please talk 
wim mls mMim' pany belwa 
you 11211 MDU this person 
wrll help you. The Mird 
pmy rill not be nsponsr- 
lUe h r  payment 01 the 
customer 3 full. 
N p u r  pcrsonal cfr- 

cumstances requrn a mrrd 
pa* be man Of a poten. 
rra/ disconnection ot )our 
utrlify swrce. please com- 
plete and detach me h n n  
provrdcd and return it to 
MDU as soon as posy'bre. 
11 ycu know 01 someone 
who mght benetit lmm 
mrrd parry noIrIicalron. 
please kt them know ol it. 

For rnfwmation 01 w M c  
agencres and communlly 
oqanmltons which may 
k ame to assrst in pay- 
ment ol winter uMfy fulls. 
@case call the telephone 
number lound on your 
uti~ify INII w write. m me 
MOU O ~ C C  -5. also 
m d  on p u r  umiiy IW'II. 

R ~ F o r ~ e a f P m p o w d  
Oisermr*ann to Third PMy 

Customer Name: (Ptease print) 

-- - 

c;ly: State: - Zip: - 
Telephone Numkc 
Account N u m k  horn BiN: 
~AONTANADAMITA U7lU7lF.5 CO. has my permasicn m 
o m v a  rnlomlion m and accept in lomatm tmm Ute 
pany named Wow. 

Customer Signam: 
Dare: 

Name 01 Third Psny to be Notified: (Please W )  

Cify. stan: - tip: - 
relephone Numbec 

MONIANAMK~ unum CO. will m* m y  etfm m 
send a cow 01 the Notice 01 P r o ~ ~ ~ e d  OiscDMmmn 
me paw spccl7ied. The cusmmer maklng fha feuuW 
understands lhal MDU assumes no liabiify h r  liulw d 
thrrd # to mem or act u r n  said Notice. 

Complete all mnkmulion. demch h m ,  s* W nd. 
and mat m MW as soon as ponibls. 

Date Filed: August 10, 1990 Etfective Date: September 20 ,  1 990 

Issued By: 
era1 Services 



STATE OF SOUTH DAKOTA 
?@- M o N T m A - D ~ A  GAS RATE SCHEDULE 

- UTILITIES W. 
A I I ~ V I S I ~ O I M W ~ D ~ O  bx S P.U.C. Section No. Briginal shnt No. 13 
4W llkwfh F m  Slreer 
B1m3ck. ND 58501 Cancdllng Sheet No. 

t 
DEFERRED INSTALIMENT AGREEMENT FORM 

MONTANA-DAKOTA UTILITIES CO. 

DEFERRED INSTALLMENT AGREEMENT FORM 

Name: Date: 

Address: Delinquent Bill: $ 

Current Bill: $ 

Account Number: Total Bill: $ 

Security Deposit: $ 

TOTAL: S 

PAYMENT ARRANGEMENT 

Amount Due Date Date Paid 

S 

S 

$ 

S 

$ 

S 

* In addiiion to these arrangements, the current monthly bill is to be paid. 

Other: 

FAILURE TO COMPLY WITH THIS AGREEMENT WILL RESULT IN THE COMPANY 
TAKING ACTION TO DISCONTINUE YOUR UTILITY SERVICE. 

Customer Signature: Date: 

(Customer signature is required even if submitted by Third Party/ 

Third Party Signature: Date: 

Date Filed:' August 10, 1990 E H ~ ~ ~ ~ ~ ~  D ~ ~ ~ :  September 20, 1990 

Issued By: C .  myne Fox.-t - 
Regulatory Affairs & General Services 



STATE OF SOUTH DAKOTA 
GAS RATE SCHEDULE 

A I ] M S K n o l M W ~ ~  hc SD P.U.C. section No. 6 
4~ Nmh h n i h  Sreer 1st Revised Sheet No. 14 
BSrmck. ND m1 Cancelling Or i ~ i n a l  Sheet No. 14 

AGREEMENT BY PROPERTY OWNER OR AGENT TO PAY 
UTILITY BILLS DURING PERIODS WHEN PROPERTY IS UNOCCUPIED 

MONTANA-DAKOTA UTILITIES CO. 

AGREEMENT BY PROPERTY OWNER OR 
AGENT TO PAY UTILITY BILLS DURING 

PERIODS WHEN PROPERTY IS UNOCCUPIED 

The undersigned is the owner, or the owner's agent, of a house or apartment at: 
. . 

(Street Addrsrsl 

It is my desire that Montana-Dakota Utilities Co. leave its natural gas andlor electric service 
turned on even if the tenant or occupant, in whose name the service is metered, requests that 
such service be discontinued. 

In consideration of Montana-Dakota Utilities Co. doing so, 1 agree to pay promptly every service 
bill tendered for usage during the period of discontinuance of service by a tenant 
or occupant. 

In case I sell the premises, I agree to notify Montana-Dakota Utilities Co. in writing and until 
Montana-Dakota Utilities Co. receives such notification, I will assume liability as provided above. 
I also agree to  notify Montana-Dakota in .writing i f  I change my.address. 

Montana-Dakota Utilities Co. expressly reserves the right to hisconnect service to a tenant 
pursuant t o  the rules and regulations of the applicable regulatory agency. It is agreed by and 
between Montane-Dakota Utilities Co. and the undersigned that in cases where a tenant is 
disconnected at the Company's option, the Company will use its best efforts t o  notify me of 
the disconnection. 

, 19 - Signed: 

(PLEASE PRINT OR TYPE INFORMATION BELOW) 

lCiwl IStatel (Zip Codel 

lArea Code - Telephone Number1 

I WHITE - Ditrici Office Cwy YELLOW - Customer Copy 

J 

Service Rendered on and af 
Date Filed: January 19 ,  1994 Effective Date: January 19,  1994 

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 



STATE OF SOUTH DAKOTA 
?y MoMANA-DAKI)TA GAS RATE SCHEDULE 

- UTILITIES W. 
A OmsmIIIMWlleYWCPSOM kc spry kll& Section No .--, 6 
4.N NoRh Fwrfh Street 

15 SktNo. - 
81sm;rck. ND 58501 Cancelling SktNo. - 

I 
FORM ADVISING PROPERTY OWNER TENANT IS VACATING 

PREMISES AND SERVICE HAS BEEN CONNECTED IN PROPERTY 
OWNER'S NAME PER AN AGREEMENT 

FOR YOUR INFORMATION 

Your tenant. , has advised us that he is vacating the premises 

indicated below as of . In accordance with our agreement with you, we have connected 

the Electricity Gas 0 service in vour name. 

WHITE - District Office Copy 

Account: . 

Location: 

MONTANA-DAKOTA UTILITIES CO. 

By: 

YELLOW - Customer Cow 

Date Filed: August 10, 1990 Effective Date: S ! P ~  7n ; 1 QQn 

issued BY: C . Wayne Fox, Vice President - 
Regulatory Affairs & General Services 



STATE OF SOUTH DAKOTA 
MONTANA-DAKiOTA GAS RATE SCHEDULE 

' UTILITIES CO A= -.. - c 

GUARANTEE OF PAYMENT FOR NATURAL GAS AND/OR 
ELECTRIC SERVICE BY A SECOND PARTY IN LIEU OF A DEPOSIT 

MONTANA-DAKOTA UTILITIES ca 
GUARANTEE OF PAYMENT FOR 

NATURAL GAS ANDK)R ELECI'RIC SERVICE 

Ib: Montana-Dakota Utilitiw Ca 

For value d v e d ,  I, , do hereby absolutely guarantee to pay to 
(Name of Gumrantor) 

Montana-Dakota Utilities C a  (Montana-Dakota), upon its request and at the location listed above, the outstanding 

b.lmcce accrued by in the event that Customer's bii  for natural gae an& 
IN- of Customer) 

electricity provided by Monhna-Dakota at is not paid 
(Customu'a Service Addma) 

when due; hanever, liability under thin Guarantee, other than the collection costs noted below, shall not ex& the 

aumofS As Guarantor, I lequent copiw of all dkconnect notices seat to the Customer. 

Liabiity under thin Guarantee shall begin on , 19 , and shall continue until 
Customer has paid for ~ e u r a l  gaa andlor electric senice when due in a prompt and satisfactory manuer for t d w  
eonseeutive months in accordance with Public S e ~ c e  hnmbsion or Public Utilities C h d s a i o n  des.  I expreesly 
waive receipt of notice of Montana-Dakota's acceptance of my guarantee. 

A 0~1sron 91 MW ~&WUCS ~ m o .  h sv r .u .~ .  Section No. 

4W Nwlh Fwrth Slreel 
1.6 Orlglnal Shest No. 

B~smack. ND 58501 Cancelling ShwtNo. - 

) 

I also agme to pay any and all costs that Montana-Dakota may incur in the collection of this guarantee In the 
~ ~ n t  legal action is required or becomes necessary to collect the outstanding bdanca accrued by the Customer from 
me under this guarantee I agme to pay all legal fees, induding attorneys' few in the amount the court determines 
is w o n a b l e  

I ACKNOWLEDGE THAT I HAVE CAREFULLY READ THE ABOVE GUARANTEE AGREEMENT AND 
THAT I H A .  RECEIVED A COPY OF IT, 

GUARIWTOB 

( S i i t m  of Witness) (Signatwe of Guarantor) 

G u m t o r ' s  Mailing Addrsss) 

( G u m t o r ' s  Street Addma-If Different than Mailing Ad*) 

(City, Statp Zip Code) 

IGuarmbr'r Wephone Number) 

MVlDON ORlCE - mh Corn CUSTOMER COW - 'klo* COW GUIR*WXM C W  - Phb CW 

Date Filed: Augrmt 10, 1990 Effective Date: September 20, 1990 

Issued By: 
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DEPOSIT WARNING LETTER 

MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc 

Date: 

RE: Account 

A d h l  

This is to advise you that in the future should your utility service not be paid by the due date 

shown on your bill, Montana-Dakota Utilities Ca will require you to pay a deposit of 

Please keep your service bill cvrent and avoid having to make this deposit. 

Thank you. 

Sincerely, 

20878112.821 
IRcv. 111921 
ND, SD b WY 

Serv ice  Rendered on and 
Date Filed: January 1 9 ,  1994 Effect~eDate: January 19 ,  1994 

w 

a£ 

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 

- 
ter 
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4 0~15Ol 01 MOU &iWl%S ~ m o  hX SD P.U.C. Section NO. 6 

400 N a ~ h  Fourth Slreel Orlglnal s h t ~ o .  18 
Bismack ND 58501 Cancelling S h t N o .  - 

(N) DEPOSIT REOUEST 

MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group Inr 

Address %L 

DEPOSIT REQUEST 

Date: 

RE: Account 

(Service Address) 

Dear 

Previously you were advised that should your utility service not be paid by the due date shown 

on your bill, a deposit would be required. 

Your payment history hae not been satisfactory This makes it necessary for us to rquest a depaeit 

of $ or an additional deposit of % to assure payment of your 

future bills. The deposit plus interast of percent per year will be refunded to you 

after you have paid your monthly bills promptly for twelve months. If the deposit requested 

above is not paid on or before , action to discontinue service 

will be taken. 

Name: Sincerely, 

Mailing Address: 

(MDU Representative) 

Date Filed: August 1 0 ,  1990 Effective Date: September 20; l 9 9 0  

Issued By: C 17; ,.n - 
Regulatory Affairs & General Services 
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FINAL BILL FOLLOW UP LETTER NUMBER 1 ( 

I ' UTILITIES CU 
AanuardMwReJaroesGolah: 

P. 0. BOX 1060 
RAPID CITY 57709 

DATE 
ACCOUNT 
AMOUNT 
S E R V I C E  ADDRESS 

OUR RECORDS I N D I C A T E  THAT YOUR ACCOUNT W I T H  HONTANA-DAKOTA 

U T I L I T I E S  CO. S T I L L  REMAINS  UNPAID.  THE ACCOUNT HAS NOW 

BECOME PAST  DUE AND WE REQUEST THAT YOU PROMPTLY PAY T H I S  

ACCOUNT. 

I F  PAYMENT HAS RECENTLY B E E N  NADEI PLEASE D I S R E G A R D  T H I S  

NOTICE, THANK YOU FOR YOUR PAYMENT. 

S I N C E R E L Y 8  

MONTANA-DAKOTA U T I L I T I E S  CO. 

C R E D I T  AND C O L L E C T I O N  DEPT. 

Date Filed: August 10, 1990 Effective Date: September 20, 1990 

Issued BY: C . Wayne Fox, Vice President - 
Regulatory Affairs & General Services 



FINAL BILL FOLLOW UP LETTER NUMBER 2 

I \w MONTANA-DAK! 
I " UTILITIES GO 

DATE 
A C C O U N T  
AMOUNT 
SERVICE ADDRESS 

RAPID CITY 57709 

- .. 

OUR RECORDS I N D I C A T E  THAT YOUR ACCOUNT WITH MONTANA-DAKOTA 

UTILITIES CO. STILL REMAINS UNPAID IN SPITE OF OUR PREVIOUS 

STATE OF SOUTH DAKOTA 
. W'. MONTANA-DAI(M34 GAS RATE SCHEDULE 

' UTILITIES W. 
A D~vr~sron B MW tkarm OM. kc so P.U.C. 6 Section No.-, - 
4W North Foufrh Slreer 

Orlglnal S b t N o .  20 
Bsmiuck. ND 58501 Cancelling S k t N o .  

N) 

I 

REQUESTS FOR PAYMENT. I T  I S  OUR PRACTICE TO S U B M I T  DEL- 

INQUENT ACCOUNTS TO A COLLECTION AGENCY FOR COLLECTION.  

H O N T A N A - D A K O T A  UTILITIES CO. AGAIN R E Q U E S T S  T H A T  Y O U  

PROMPTLY PAY T H I S  OVERDUE ACCOUNT. I F  YOUR REMITTANCE 

IS N O T .  RECEIVED B Y  MONTANA-DAKOTA UTILITIES CO. ,WITHIN . 
TEN (10) D A Y S  OF THE DATE OF T H I S  NOTICEI.YOUR ACCOUNT 

WILL BE SUBHHTTED TO A COLLECTION AGENCY, 

SINCERELYI 

MONTANA-DAKOTA U T I L I T I E S  CO. 

CREDIT  AND COLLECTION DEPT. 

Date Filed: August 10, 1990 September 20, 1990 Effective Date: 

Issued By: C - W a y n e  Fnn, Vi r e  P r ~ s i d e r t t  - 
Regulatory Affairs & General Services 
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UTILITIES CO. 
4 ON1507 01 MW - cw k S#rrk,f& Sntion No. 6 
4W North Fourth Slreer SheetNo. -, 2 1 
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1 
CUSTOMER AUTHORIZATION TO RELEASE INFORMATION 

RELATING TO THE VOLUME AND/OR COST OF GAS 
FURNISHED BY MONTANA-DAKOTA UTIL IT IES  CO. 

AUTHORIZATION 

TO: Montana-Dakota Utilities Co. 

I hereby authorize Montana-Dakota Utilities Co., a Division of MDU Resources Group, Inc., 

to furnish to 

any information relating to the volume andlor cost of natural gas andlor electricity furnished by 

Montana-Dakota Utilities Co. for use at the following address: 

and account number: 

This authorization shall remain in effect until 

Dated this day of , 19-. 

(Witness) 

(Name - Printed) 

(Signature) 

(Street Address) 

(City) (State) (Zip) 

Date Filed: August  10, 1990 Effective Date: 20  1990 

Issued By: C. W a n e  Fox, V i c e  P r e s i d e n t  - 
R e g u l a t o r y  A f f a i r s  & G e n e r a l  S e r v i c e s  



REQUEST FOR FIRM NATURAL GAS SALES SERVICE 

~ O ~ T A W A - D A K O T A  U T I L I T I E S  C O .  

BEQUEST TOR FIRM IATURAL GAS SALES SERVICI 

I h e r e b y  c e r t i f y  t h a t  t h e  e s t i m a t e d  q u a n t i t i e s  l i s t e d  b e l o w  a r e  
r e p r e s e n t a t i v e  o f  t h e  d a i l y  f i r m  n a t u r a l  g a s  r e q u i r e m e n t  f o r  

l o c a t e d  a t  

V o l u a e s  C 1 4 . 7 3  u s i a  

. J a n u a r y  H c f / d a y  

F e b r u a r y  1 4 c f / d r y  

M a r c h  U c f / d a y  

A p r i l  H c f / d a y  

n a y  H c f / d a y  

J u n e  H c f / d a y  

J u l y  H c f / d a y  

A u g u s t  U c f / d a y  

S e p t e a b e r  U c f / d a y  

O a t o b e r  H c f / d a y  

November  H c f / d a y  

D e c e m b e r  H c f / d a y  

I h e r e b y  r e q u e s t  t h a t  t h e s e  q u a n t i t i e s  b e  p r o v i d e d  t o  t h i s  
l o c a t i o n  p u r s u a n t  t o  a n  a p p r o v e d  f i rm n a t u r a l  gas s a l e s  t a r i f f .  
T h i s  d a i l y  v o l u m e  w i l l -  b e  c o n s i d e r e d  f i r s t  t h r o u g h  t h e  m e t e r  v i t h  
t h e  b a l a n c e  b e i n g  t r a n s p o r t a t i o n  o r  i n t e r r u p t i b l e  r e t a i l  g a s .  

F i r m  g a s  s a l e s ,  u n d e r  Rate , s h a l l  commence o n  
a n d  e x p i r e  o n  , a n d  s h a l l  c o n t i n u e  t h e r e a f t e r  
u a t f l  e i t h e r  p a r t y  f u r n i s h e s  t h e  o t h e r  p a r t y  30 d a y s  w r i t t e n  n o t i c e  
o f  t e r m i n a t i o n .  

CUSTOMER 

- 
( P l e a s e  p r i n t  o r  t y p e )  

STATE OF SOUTH DAKOTA 
;"a?/ MON'l'. ' . 'NA-Dm GAS RATE SCHEDULE 
" UTILITIES CD 

A A n s m d M W ~ D M n C  SD P.U.C. sectbfl N 0 . h  
Ori~inal SWNO. 23 

4110 Novth F M h  Sl~%t 
Bismack NO 5B501 CancdUng -No. - 

I 
I 

) 
A 

A g r e e d  t o  a n d  a c c e p t e d  b y  t l o n t a c a - D a k o t a  U t i l i t i e s  Co. t h i s  - d a y  o f  8 19-• 

- 
Don l iamann 

D i v i s i o n  A p p r o v a l  

Date Filed: August 10 ,  1990 Effective Date: S e ~  ember 20 990 

C .  Wayne Fox, V i c e  President - 
Issued By: Rngirl  atnrv Affairs d P ~ n ~ r a l  Spnri  F P ~  
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I 

IIITlESSETH: The p a r t i e s  hereto, each i n  cons idera t ion  o f  the  agreement of t h e  
other ,&ree a s  follows: 

1.0 T E .  Transportat ion,  d e l i v e r i e s  and charges hereunder s h a l l  commence on 
and e x p i r e  on , and s h a l l  continue t h e r e a f t e r  

u n t i l  e i t h e r  par ty  fu rn i shes  the  o ther  party 30 days wr i t t en  not ice o f  teff i inat ion.  
I n  t h e  event of  terminat ion o f t r a n s p o r t a t i o n  s e r v i c e s  by Wil l is ton Basin 

I n t e r s t a t e  P ipe l ine  Company (-1) p r i o r  t o  t h e  above expi ra t ion  da te ,  t h i s  
agreement s h a l l  terminate .  

Page 1 

GAS TRANSPORTATION AG- 

THIS AGREBEIIT, made t h i s  day of , 1 9 ,  is by and betwaea 
MONTANA-DAKOTA UTILITIES CO., a Division of I lDU Resources Group, Inc., a Delaware 
corpora t ion ,  h e r e i n a f t e r  ca l led  nCompanyn, and 

located i n ,  
(City,  S t a t e )  h e r e i n a f t e r  ca l led  RCustomern. 

Customer has entered i n t o  agreements t o  p u r c h a s e n a t u r a l  gas  and have t h a t  gas  
del ivered t o  a " r e c e i p t  po in tn  using 
a s  Shipper. 

Customer and Company e n t e r  i n t o  t h i s  Gas Transportat ion Agree~ent  t o  have sa id  
gas  t ransported by Conpany from t h e  "receipt  point" t o  a "delivery po in tn .  

2.0 RECEIPT POINT(S). DELIVERY POINT(S1, RATE SCBEDULE(S). AND QUANTITIES. 
Delivery of n a t u r a l  g a s  under Firm General Gas Transportation Service Rate 84, 

I n t e r r u p t i b l e  General Gas Transportation Service Rate 81, o r  I n t e r r u p t i b l e  
I n d u s t r i a l  Gas Transportat ion Service Rate 82, by Company t o  Customer s h a l l  be a t  
o r  near  t h e  po in t s  whose locat ions and maximum d e l i v e r y  quant i ty  per  day a r e  
described a s  follows: 

Ih f  !laxinam 
Rate Delivery Point 

Receipt Point Delivery Point Schedule Quanti ty  P e r  Day 

2.1 DAILY NOUINATIONS. Customer o r  C u s t o ~ e r ' a  Agent s h a l l  on a d a i l y  bas i s ,  
before 10:00 a.m. Cent ra l  Time (9:OC a.m. I.!ountain Time), place a phone c a l l  t o  
1-800-638-6799 and advise  Company's g a s  nominations s e r v i c e  o f  the volume (Hcf) 
Customer h a s  requested t o  be delivered a t  each d e l i v e r y  point  and under each r a t e  
schedule dur ing  t h e  g a s  d a y  commencing a t  5:00 a.m. Central  Tine (8:OO a.m. 
Hountain Time) t h e  fol lowing day. Customer's d a i l y  nomination s h a l l  b e  its b e s t  
est imate of t h e  expected u t i l i z a t i o n  f o r  the g a s  day. P r i o r  t o  wedrends and 
hol idays,  Custolner w i l l  be required t o  nominate f o r  t h e  non-business days 
involved. Cus tomr*s  Location ID Number is 872011 

Unt i l  such time a s  t h e  e lec t ron ic  me~surement equipment discussed in the 
t a r i f f  is i n  place a t  t h e  de l ivery  point ,  Customer agrees  t o  read t h e  gas w t e r  a t  
9:OO a.m. C e n t n l  Time (8:00 a.m. l!ountain T i m )  each day t h a t  a nomination is made 
and provide t h e  cur ren t  meter reading(s) and t h e  tiw read i ry(s )  a r e  taken. This 

1 (Continued ( 

Date Filed: August 10, 1990 September 20, 1990 
Effective Date: 

C. Wayne Fox, Vice President - 
Issued By: 
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( Continued) Page 2 of 4 

GAS TRANSPORTATION AGREEMENT 

information w i l l  be provided t o  the Company's g a s  nomination service a t  t h e  sanc 
t i r e  the d a i l y  nomination is made. 

Customer w i l l  pay Company a nominating ree i n  accordance 71th t a r i f f s  on f i l e  
with the appropriate  s t a t e  regulatory body. 

2.2 DISPATCHIEJG. Customer w i l l  adhere t o  Cas dispatching p l i c i e s  and proce- 
dures es tab l i shed  by Company t o  f e c i l i t a t e  s e r v i c e  under t h i s  * r e e ~ e n t .  Company 
w i l l  inform Customer of any changes in dispatching p o l i c i e s  t t a t  may a f f e c t  t h i s  
kreement  a s  they occur. 

2.3 METERING AND MEASUREIIENT. Company w i l l  meter t h e  quant i ty  of n a t u r a l  gas  
delivered t o  Customer a t  t h e  de l ivery  point .  Such meter meascrement u i l l  be 
conclusive upon both p a r t i e s  unless such meter is found t o  be inaccurate by more 
than two percent ,  i n  which case  t h e  quant i ty  t ransported t o  Csstooer s h a l l  be 
determined by a s  cor rec t  an est imate a s  i t  is poss ib le  Eo make, t ak ine  i n t o  
considerat ion t h e  time of year ,  the  schedule of  Customer's operat ions and o t h e r  
per t inen t  fac t s .  Company w i l l  t e s t  meters i n  accordance with appl icable  s t a t e  
u t i l i t y  r u l e s  and regulat ions.  

The estimated cos t  o f  the  i n s t a l l a t i o n  of e l e c t r o n i c  measurement equipment in 
conjunction with t h i s  Agreement is $ . Custoaer agrees t o  provide t h i s  
amount t o  Company a t  the  time t h i s  Agreement is returned t o  Company f o r  execu t ion .  
by Company. 

3.0 DEFINITIONS. 

Delivery Point - The point  a t  which Customer assumes custody o f  t h e  g a s  being 
t ransported.  This po in t  w i l l  normally be a t  t h e  o u t l e t  cf Company's meter(s)  
located on Customer's prenises  . 
Gas Day - Ueans a period of twenty-four consecutive hours, beginning and 
ending a t  9:00 a.m. Central  Time (8:OO a.m. Mountain Tine). 

In te r rup t ion  - A suspension of t ranspor ta t ion  o r  r e t a i l  za tura l  gas  s e r v i c e  
deemed necessary by Conpany. 

Ibmlnatlon - The d a i l y  volume, i n  Hcf a t  14.73 ps ia ,  of ~ a t u r a l  gas  requested 
by Customer f o r  t ranspor ta t ion  and de l ivery  t o  Customer a t  t h e  de l ivery  point 
over a 24 hour period commencing a t  9:OO a.m. Central Ti= (8:GO a.r. Fountain 
Time) each day. 

Ibceipt Point - The i n t e r t i e  between Conpany and the  i n t e r c o n n e c t i ~  pipe- 
l i n e ( ~ )  a t  which point  Company assumes custody of the gas being t ranspor ted .  

Shipper - The par ty  with whom Williston Basin I n t e r s t a t e  Zipel ine Company 
(\IBI) has entered i n t o  a Service Agreenent f o r  transportz:ior: s e r v i c e  ucder 
the t e r m  o f  tlB18s FERC Gas T a r i f f ,  Orlginal  Volune l o .  1-3. 

4.0 RATE. The r a t e s  charged Customer s h a l l  be a s  specif ied i n  app l icab le  Company 
t a r i f f s  a s  approved by t h e  appropriate  s t a t e  u t i l i t y  regulatory agency. 

The c u r r e n t l y  e f f e c t i v e  r a t e s  a r e  attached here to  and e a t =  a par t  hereof .  
Company s h a l l  have t h e  r i g h t  t o  modify the  r a t e s  charged and the terms and 
condit ions hereunder by making u n i l a t e r a l  r a t e  f i l i n g s  with the appropriate  
regulatory agency. 

2 (Continued) 

August 10, 1990 September 20, 1990 
Date Filed: Effective Date: 

C. Wayne Fox, Vice President - 
issued By: A f f a i r c  -s 
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GAS TRANSPORTATION AGREEMENT 

11.1 T e .  In addition t o  the  r a t e s  s p e c i f i e d  above, Conpany s h a l l  c o l l e c t  from 
Custooer and Customer agrees t o  pay Company any s a l e s ,  use, exc i se ,  o r  o ther  such 
taxes  and c i t y  f e e s  t t o t  a r e  l e g a l l y  e f f e c t i v e  and appl icab le  t o  the  service 
provided hereunder. 

4.2 REPLACB!EIPT OR SUPPLENENTAL SALES SERVICE. F e t a i l  gas  se rv ice  o r  standby gas 
s e r v i c e  may be ava i lab le  a t  t h i s  locat ion dur ing  t h e  time t h a t  t h i s  Agreenent is i n  
force.  Custoruer nay request t h a t  Company provide r e t a i l e a s  s a l e s  o r  standby 
s e r v i c e  pursuant t o  Rate ~ c h e d u l e ( s )  o r  . Service under such r a t e s  
is s u b j e c t  t o  t h e  a v a i l a b i l i t y  of capaci ty on Companyls system and p r i o r  demands of 
customers served under Company's genera l  s e r v i c e  g a s  r a t e s .  

5.0 ASSIGNHENT. Customer agrees t h a t  i t  w i l l  not  assign t h i s  Agreement except 
upon w r i t t e n  consent of Company. 

6.0 INDEMIIFICATIOH. Customer agrees t o  indennify and hold Company harmless 
from any and a l l  in ju ry ,  l o s s  o r  damage r e s u l t i a  from Custonerls  negligent o r  
wrongful a c t s  under and during t h e  term of  t h i s  Agreement. Company agrees t o  
indemnify and hold Customer harmless  fro^ any and a l l  i n  jury, l o s s  o r  Canage 
r e s u l t i n g  from Conpanyls negligent o r  wrongful a c t s  under and during the t e r n  of 
t h i s  k r e e m e n t  . 

7.0 INGRESS AND EGRESS. Company is hereby granted r i g h t s  of  ingress  and egress ,  
a t  reasonable t imes,  f o r  operat ing,  inspect ing and maintaining any of Company's 
f a c i l i t i e s  on Customerls premises. 

8.0 FORCE HAJEURE. In  t h e  event of e i t h e r  Par ty ' s  being rendered wholly o r  in 
par t  by force majeure unable t o  ca r ry  out its o b l i g a t i o n s  under t h i s  Agreement, 
then t h e  o b l k a t i o n s  of the  P a r t i e s  hereto,  s o  f a r  a s  they a r e  affected by such 
force majeure, s h a l l  be suspended during t h e  continuance of  any i n a b i l i t y  s o  
caused. Such causes o r  contingencies a f f e c t i n g  t h e  performance of  t h i s  kreement  
by e i t h e r  p a r t y ,  however, s h a l l  not re l i eve  i t  o f  l i a b i l i t y  i n  t h e  event of its 
c o n c u r r i n ~  negligence o r  i n  t h e  event of i ts  f a i l u r e  t o  use due d i lQeoce  t o  remedy 
t h e  s i t u a t i o n  and remove the cause i n  an adequate manner and w i t h  a l l  reasonable 
d i spa tch ,  nor  s h a l l  such causes o r  cont ingencies  a f f e c t i n g  the  perforzance of t h i s  
Agreement r e l i e v e  e i t h e r  par ty  from its o b l i g a t i o n s  t o  make payments of aoounts 
then due hereunder, nor s h a l l  such causes o r  cont ingencies  r e l i e v e  e i t h e r  par ty of 
l i a b i l i t y  unless  such party s h a l l  give n o t i c e  and f u l l  p a r t i c u l a r s  of the same in 
wr i t ing  o r  by telephone t o  the  o ther  par ty  a s  soon a s  possible  a f t e r  the occurrence 
Pelibd on. I f  volunes of  Customerls gas  a r e  destroyed while in Company's posses- 
s ion  by a n  event  o f  force najeure,  t h e  o b l i g a t i o n s  of  the  P a r t i e s  under t h i s  
Agreement s h a l l  terminate with respect t o  t h e  volumes l o s t .  

The t e r n  "force majeurem a s  employed here in  s h a l l  include,  but s h a l i  not be 
l imi ted  t o  a c t s  o f  God, s t r i k e s ,  lockouts o r  o t h e r  i n d u s t r i a l  dis turbances,  f a i l u r e  
t o  perform by any third party,  which performance is necessary t o  the perforzance by 
e i t h e r  Customer o r  Company under t h i s  Agreement, a c t s  of  t h e  publ ic  enemy o r  
t e r r o r i s t s ,  u a r s  , blockades, insur rec t ions ,  r i o t s ,  epidemics , landsl ides,  l i g h t -  
ning, earthquakes,  f i r e s ,  storms, f loods,  washouts, a r r e s t  and r e s t r a i n t  of  ru le rs  
and peoples ,  c i v i l  disturbances, explosions, breakage o r  accident  t o  machinery o r  
line o f  p ipe ,  line freeze-ups, sudden p a r t i a l  o r  sudden e n t i r e  f a i l u r e  of  Com- 
pany's g a s  supply,  I d l u r e  t o  obtain m a t e r i a l s  and suppl ies  due t o  eovernmental 
r e g u l a t i o n s ,  and causes of  l i k e  o r  s i m i l a r  k i n d ,  whether herein enumerated o r  not ,  
and no t  wi th in  t h e  control  of t h e  Party claiming suspension, and which by the  
exerc i se  o f  due di l igence such party is unable t o  overcome; provided tha t  the  
e x e r c i s e  of due di l igence s h a l l  not requ i re  s e t t l e m e n t  of labor  diJputes  a g a h s t  
t h e  b e t t e r  judeaent of the Party having t h e  d i s p u t e .  

3 (Continued 

Date Filed: August 10, 1990 Effective Date: September 20, 1990 

C.  Wayne Fox, Vice President - 
Issued By: rc & P - n - r l l - @  
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GAS TRANSPORTATION AGREEMENT 

The term "force mJeuren  a s  employed herein s h a l l  a l s o  include,  but s h a l l  not 
be l imited t o ,  inab i l i ty  t o  obtain o r  acquire ,  a t  reasonable c o s t ,  g r a n t s ,  ser-  
vi tudes,  rights-of-ur::, p e r n i t s ,  l i c e n s e s ,  o r  any o ther  au thor iza t ions  from third 
p a r t i e s  o r  agencies (p r iva te  o r  governmental) o r  i n a b i l i t y  t o  ob ta in  o r  acquire a t  
reasonable c o s t  necessary mater ials  o r  supplies  t o  cons t ruc t ,  na in ta in ,  and operate 
any f a c i l i t i e s  required f o r  the performance of any ob l iga t ions  under t h i s  k n e -  
ment, when any such i n a b i l i t y  d i r e c t l y  o r  i n d i r e c t l y  con t r ibu tes  t o  o r  r e s u l t s  in  
e i t h e r  P a r t y ' s  i n a b i l i t y  t o  perlorn its obl iga t ions .  

9.0 REGULATORY AUTBORITY. This Agreement is subjec t  t o  a l l  va l id  laws, orders ,  
ru les  and regulat ions of any and a l l  duly cons t i tu ted  a u t h o r i t i e s  having jurisdic- 
t i o n  over t h e  subject  a a t t e r  herein and is subjec t  t o  t h e  r e c e i p t  of  any necessary 
au thor iza t ion  f o r  the  t ranspor ta t ion  s e r v i c e  contemplated herein. 

10.0 REPORTING REGKtRU4EIRS. Customer s h a l l  fu rn i sh  Company a l l  information as 
may be required o r  appropriate t o  conply w i t h  report ing requirements of duly 
c o n s t i t u t e d  a u t h o r i t i e s  having j u r i s d i c t i o n  over t h e  matter  herein.  

I N  WITl1ESS MEREOF, t h e  p a r t i e s  have duly executed t h i s  Agreement a s  of the 
d a t e  and y e a r  above written. 

CUSTOMER COMPANY 

STATE OF SOUTH DAKOTA 
.rs/ MoblTfWA-DmA GAS RATE SCHEDULE 

UTILITIES GO 
A [ h w s ~ o n o  hc SD P.U.C. Sactiin N o . h  

Original s k t  NO. 24.3 
4W NoRh F m h  Street 
Bismack ND 58501 Cancalling ShootNo. - 

b 

MONTANA-DAKOTA UTILITIES CO., 
a  Division of HDU Resources 
Group Inc. 

By: By: 
t Joseph E. I h i c h e l ,  

T i t l e :  President  

Attest:  

T i t l e :  

Attest :  
Lester E. Loble, 11, 
Secretary 

Please t y p e  o r  p r in t  t h e  nanes below the  s igna ture  l i n e s .  

Date Filed: August 10, 1990 Effective Date: September 20, 1990 
C .  Wayne Fox, Vice President - 

Issued By: A f f a i r s  E;_Geapral ! b ~ ~ ; p o @  



20133 (6 -93)  Customers Agreement for Gas Extension 

FIRM GAS SERVICE (RATE 1201 
CUSIOMER EXTENSION 

PRELIMINARY AG- 

STATE OF SOUTH DAKOTA M O m D A m  GAS RATE SCHEDULE 
~ ~ ~ i m d ~ ( ~ f e ~ m ~ c m a h .  SD P.U.C.. section No. 6 
4mMmFovms7lcel 
Bamrd; M5BYll 

1st Rev Sheat No. 26 
Cancelling Or i ~ i n a l  sheat NO. 2 6 

I 

County of Surc cd Sourh D.Lou: and 

MOSTANA-DAKOTA UTILITIES CU. 
A Div-ish d MDU RsaPocr Gmup. Imc 

FINAL AGREEMENT 

For Service Rendered on and. . 
Date Filed: July 16, 1993 EffectiveDate: af ter  August 10, 1993 

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 



~ ~ m s m o l ~ ~ ~ c m r p . h c .  S D  P.U.C. Section No. 6 
4WNcnhfIUlhslreer 
BiyMck, W 53501 Substitute Original .. Sheet No. 28 

Cancelling Sheet No. 

I 1 
REOUEST FOR NATURAL GAS SERVICE AND EASEMENT 

Montana-Dakota Utilities Co. 
Request For Natural Gas Service & Easement 

Service Location 
. . . . . . . 

' . . . . . . . - - . . - . . . .  
. . . . . . . . . . . . . . . : 
. . - . . .  - . . . . . . - . .  
. . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . 
. . . . . .  - - . . . - - . .  
. . . . . .  - . . . . . . . .  
. . - . . . - . .  . . . . . .  
. . . . . .  . - - . . . . . . .  
. . . . . . . . . . . . . . . . 
. . . . . . . . . . . 1 . . . . 
. . . . . . . . . . . . . . . . 

1 Street Side 1 

I understand Montana-Dakota Utilities Co. will provide Natural Gas service to 
I South Dakota and I hereby grant Montana-Dakota Utilities Ca. a pipeline easement over and acrou my 

property For constructing a pipeline to provide natural gms SCMCC. I intend to convat  the abolc Facility to  
natural gas within one (1) year OF its availability to my Eacility. 

1 
For Services  Rendered on and 

Date Filed: ~ u i y  30,  1993 EffectiveDate: a f t e r  August 10, 1993 

Issued By: C. Wavne Fox, Vice President - 
Regulatory Affairs & General Services 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 41h street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 1 
Original Sheet No. I 

TABLE OF CONTENTS 

Page I of 2 

Desiqnation - Title Sheet No. 

Section No. I Table of Contents I 

Section No. 2 Preliminary Statement 1 

Section No. 3 

Rate 60 

Rate 64 

Rate 66 

Rate 70 
Rate 71 
Rate 72 

Rate 81 and 82 

Rate 85 

Rate 88 
Rate 89 

Rate Schedules 
Rate Summary Sheet 
Residential Gas Service 
Reserved for Future Use 
Ellsworth Air Force Base 
Reserved for Future Use 
East River Natural Gas System 

General Services 
Reserved for Future Use 
Firm General Gas Service 
Small Interruptible General Gas Service 
Optional Seasonal General Gas Service 
Reserved for Future Use 
Transportation Service 
Reserved for Future Use 
Large lnterruptible General Gas Service 
Reserved for Future Use 
Purchased Gas Cost Adjustment 
East River Natural Gas System 

Purchase Gas Cost Adjustment 

Section No. 4 List of Contracts with Deviations 1 

Section No. 5 Rules 
Rate 100 General Provisions 1 

Reserved for Future Use 2 
Rate 102 Residential Rate for Regular Employees 3 

Reserved for Future Use 4-18 
Rate 1 19 Interruptible Gas Service Extension Policy 19 
Rate 120 Firm Gas Service Extension Policy 20 

Reserved for Future Use 21-23 

Date Filed: December 30,2002 

- -- 

Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 1 
Original Sheet No. 1 .I 

TABLE OF CONTENTS 

Page 2 of 2 

Rate 124 New Installation, Replacement, Relocation 
and Repair of Gas Service Lines 
Reserved for Future Use 

Rate 134 Rules and Policies for Implementing 
Master Metering Restrictions 

Section No. 6 Sample Forms 
Consumer's Deposit Receipt 
New Customer Application Card 
Gas Meter Order 
Standard Customer Bill 
Disconnect Notice 
Application for Interruptible Natural Gas Service 
Customer Information Booklet 
Discontinuance Notice for Unauthorized Use of Service 
Third Party Notice 
Deferred Installment Agreement Form 
Agreement by Property Owner or Agent to Pay Utility 

Bills During Periods When Property is Unoccupied 
Form Advising Property Owner Tenant is Vacating 

Premises and Service Has Been Connected in 
Property Owner's Name per an Agreement 

Guarantee of Payment for Natural Gas and/or Electric 
Service by a Second Party in Lieu of a Deposit 

Deposit Warning Letter 
Deposit Request 
Final Notice Prior to Disconnect 
Interruptible General Gas Service Agreement 
Request for Firm Natural Gas Sales Service 
Gas Transportation Agreement 
Customers Agreement for Gas Extension 
Gas Service Order 
Facilities Relocation Agreement 
Warning Notice 
Temporary Construction Heat Agreement 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 1 

RATE SUMMARY SHEET 

Rate Schedule 
Sheet Basic Service 

No. Charge 

esidential Rate 60 
ir Force Service 
ate 64 
irm General Service 1 
ate 70 
Aeters rated < 500 cubic feet 
deters rated > 500 cubic feet 
mall lnterruptible Sales 
ate 71 1 
lptional Seasonal Gas 
ervice Rate 72 1 
Meters rated < 500 cubic feet 
Meters rated > 500 cubic feet 

Winter Gas Usage 
Summer Gas Usage 

ransportation Service 2 
Small lnterruptible Rate 81 

Maximum 
Minimum 
Fuel Charge 

Large lnterruptible Rate 82 
Maximum 
Minimum 
Fuel Charge 

arge lnterruptible Sales 
late 85 2 

$0.42per day 

$250.00per month 

$0.90per day 
$1.80 ~ e r  dav 

$1 75.00 per month 

$0.90per day 
$1.80per day 

$225.00per month 

$350.00per month 

$300.00per month 

Page 1 of 1 

Distribution 
Delivery PGA Total 
Charge Items Rate 

$0.8901 $3.634 $4.52; 

$0.634 $3.63 $4.262 

Contract 

$0.141 
$0.090 

$0.034 

Contract 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 2 
Original Sheet No. 1 

PRELIMINARY STATEMENT 
Page 1 of 2 

PRELIMINARY STATEMENT 
*Designates Region Office 

Montana-Dakota Utilities Co. serves twenty-six (26) towns and their environs in eleven 
(I 1) counties in South Dakota with natural gas. Counties served are: 

Butte 
Edmunds 
Harding 
Hughes 

Lawrence 
Meade 
Pennington 
Potter 

Stanley 
Sully 
Walworth 

Communities served under Rate 66 are designated (66), all other communities are served 
under the otherwise applicable rates. 

Bismarck Reqion T 

Bowdle (66) 
Gettysburg (66) 
Mobridge (66) 

Agar (66) 
Belle Fourche 
Black Hawk 
Box Elder 
Camp Crook 
Central City 

Glenham (66) 
lpswich (66) 

Rapid Citv Reqion 

Deadwood 
Lead 
Onida (66) 
Piedmont 
Ft. Pierre (66) 
Pierre (66) 

Roscoe (66) 
Selby (66) 

Pluma 
*Rapid City 
St. Onge 
Spearfish 
Sturgis 
Terraville 
Whitewood 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 2 
Original Sheet No. 1 .I 

PRELIMINARY STATEMENT 
Page 2 of 2 

TYPES AND CLASSES OF SERVICES 

The Company will furnish natural gas service for existing residential and small commercial 
customers. Where economically feasible the Company will extend its service lines to new 
customers if the Company's gas supply is adequate. 

The following symbols shall be used in rate filings with the Public Utilities Commission: 

(c) To signify changed listing, rule, or condition which may affect rates or 
charges. 

(D) To signify discontinued material, including listing, rate, rule or condition. 

(1) To signify increase. 

0-1 To signify material relocated from or to another part of tariff schedules with 
no change in text, rate, rule or condition. 

(N) To signify new material including listing, rate, rule or condition. 

(R) To signify reduction. 

(TI To signify change in wording of text but no change in rate, rule or 
condition. 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 2 

RESIDENTIAL GAS SERVICE Rate 60 
Page 1 of 1 

Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all domestic uses. See Rate 100, sV.3, for definition of class of service. 

Rate: 
Basic Service Charge: $0.42 per day 

Distribution Delivery Charge: $0.890 per dk I 
Cost of Gas: 

Minimum Bill: 
Basic Service Charge. 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased T 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The I. 
cost of gas component is subject to change on a monthly basis. T 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates I00  through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: December 30, 2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 5 

ELLSWORTH AIR FORCE BASE Rate 64 

Page 1 of 2 

Availability: 
Service under this rate schedule is available, on an interruptible basis, to the 
Ellsworth Air Force Base (EAFB). 

Rate: 
Basic Service Charge: $250.00 per month 

Distribution Delivery Charge: $0.059 per dk 

Cost of Gas: Determined Monthly - See 
Rate Summary Sheet for 
Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, §V.I l ,  or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

Gas Delivery Management Fee: 
In addition to the charges set forth above, all volumes of 
natural gas delivered under this rate schedule shall be subject to a 
gas Delivery Management Fee. The charge per dk is a negotiable fee 
subject to approval by the South Dakota Public Utilities Commission. 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 5 

ELLSWORTH AIR FORCE BASE Rate 64 
Page 1 of 2 

Availability: 
Service under this rate schedule is available, on an interruptible basis, to the 
Ellsworth Air Force Base (EAFB). 

Rate: 
Basic Service Charge: 

C 
$250.00 per month 

Distribution Delivery Charge: $0.059 per dk 

Cost of Gas: Determined Monthly - See 
Rate Summary Sheet for 
Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, §V. I I, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased T 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. T 

Gas Delivery Management Fee: 
In addition to the charges set forth above, all volumes of 
natural gas delivered under this rate schedule shall be subject to a 
gas Delivery Management Fee. The charge per dk is a negotiable fee 
subject to approval by the South Dakota Public Utilities Commission. 

-- - 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 5.1 

ELLSWORTH AIR FORCE BASE Rate 64 
Page 2 of 2 

General Terms and Conditions: 

PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 
subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the 
interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the Provisions of Rate 100, gV.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so by C 
the Company, any gas taken shall be billed at the Firm General Gas 
Service Rate 70 (distribution delivery charge and cost of gas), plus either an 
amount equal to any penalty payments or overrun charges the Company is 

I 
required to make to its interconnecting pipeline(s) under the terms of its 
contract(s) as a result of such failure to curtail or interrupt, or $50.00 per dk C 
of gas used in excess of the volume of gas to which customer was 
requested to curtail or interrupt, whichever amount is greater. The 
Company, in its discretion, may shut off customer's supply of gas in the 
event of customer's failure to curtail or interrupt use of gas when requested 
to do so by the Company. 

3. CONTRACT - Terms of service other than the rate shall be as specified in 
contracts between EAFB and the Company. 

4. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 7 

EAST RIVER NATURAL GAS SYSTEM 
GENERAL SERVICES Rate 66 

Page 1 of 1 

Availability: 
For all purposes in the following communities, except for resale: 

Agar Glenham Pierre 
Bowdle lpswich Roscoe 
Ft. Pierre Mobridge Selby 
Gettysburg Onida 

Rate: 
Basic Service Charge Per Month: T 

For customers with meters rated under 500 cubic feet per hour $2.00 
For customers with meters rated over 500 cubic feet per hour $4.00 

Distribution Delivery Charge: All dk @$I .761 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: T 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 89 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

I 
T 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134, and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 11 

FIRM GENERAL GAS SERVICE Rate 70 
Page 1 of 1 

Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all purposes except for resale. See Rate 100, 5V.3, for definition on class of 
service. 

Rate: 
Basic Service Charge: 

For customers with meters rated $0.90 per day 
under 500 cubic feet per hour 

For customers with meters rated $1.80 per day 
over 500 cubic feet per hour 

Distribution Delivery Charge: $0.634 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thel-eto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 
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Availability: 
In all communities served, except for communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load will 
exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery point 
and whose use of natural gas will not exceed 40,000 dk annually. The rates herein 
are applicable only to customer's interruptible load. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service agreement. 
Customer's firm load shall be billed at Firm General Gas Service Rate 70. For 
interruption purposes, the maximum daily firm requirement shall be set forth in the 
firm service agreement. 

Rate: 
Basic Service Charge: $1 75.00 per month 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

Minimum Bill: 
Basic Service Charge. 

$0.304 per dk 
$0.1 31 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on the 
bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.1 I, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased T 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. I 

T 
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General Terms and Conditions: 
1 PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the interest 
of its customers whose capacity requirements are otherwise and hereby given 
preference. The priority of service and allocation of capacity shall be 
accomplished in accordance with the Provisions of Rate 100, sV.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so by 
the Company, any gas taken shall be billed at the Firm General Gas Service 
Rate 70 (distribution delivery charge and cost of gas), plus either an amount 
equal to any penalty payments or overrun charges the Company is required 
to make to its interconnecting pipeline(s) under the terms of its contract@) as 
a result of such failure to curtail or interrupt, or $50.00 per dk of gas used in 
excess of the volume of gas to which customer was requested to curtail or 
interrupt, whichever amount is greater. The Company, in its discretion, may 
shut off customer's supply of gas in the event of customer's failure to curtail 
or interrupt use of gas when requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. If mutually agreed to by the 
Company and customer, the term of service reflected in such agreement may 
be amended. Upon expiration of service, the customer may apply for and 
receive, at the sole discretion of the Company, gas service under another 
appropriate rate schedule for the customer's operations. 

Date Filed: December 30.2002 

- - -  - -- - 

Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 12.2 

SMALL INTERRUPTIBLE GENERAL GAS SERVICE Rate 71 

Page 3 of 3 

4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be required as specified in the service 
agreement to notify Company of an anticipated change in daily operations. 
Failure to comply with requirements specified in the service agreement may 
result in the assessment of penalties to the customer equal to the penalty 
amounts Company must pay to the interconnecting pipeline caused by 
customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment required T 
for daily measurement will be installed by the Company, at its sole discretion, 
prior to the initiation of service hereunder. 

The customer shall be required to provide and maintain, at no cost to 
Company, a 120 volt, 15 ampere, AC power supply, or other power source 
acceptable to the Company, and acceptable telephone service available at - 'T 
customer's meter location(s). Customer agrees to provide and maintain, at I 
no cost to the Company, any necessary telephone enhancements to assure 
Company of a quality telephone signal necessary to properly transmit data. 
The customer shall pay all charges for continuous electric and telephone 
service associated with the Company's connection of the remote data 
acquisition equipment, and any interruption in such services must be promptly 
remedied or service under this tariff will be suspended until satisfactory 
corrections have been made. 

The Company reserves the right to charge for each service call to investigate, C 
repair and/or reprogram the Company's remote data acquisition equipment 
when the service call is the result of a failure or change in communication or 
power source provided by customer or damage to Company's equipment. 

I 
C 

6. RULES - The foregoing schedule is subject to Rates I00 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
customers otherwise qualifying for service under Firm General Gas Service Rate 
70. See Rate 100, sV.3, for definition of class of service. 

Rate: 
Basic Service Charge: 

For customers with meters rated 
under 500 cubic feet per hour 

For customers with meters rated 
over 500 cubic feet per hour 

Distribution Delivery Charge: 

Cost of Gas: 
Winter - Bills rendered October I through March 31 

Summer - Bills rendered April I through September 30 

Minimum Bilk 
Basic Service Charge. 

$0.90 per day 

$1.80 per day 

$0.634 per dk 

Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Pavment: - 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, §V.Il, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 
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General Terms and Conditions: 
I. TERM - The customer agrees to contract for service under the Optional 

Seasonal General Gas Service Rate 72 for a minimum of one year. 

2. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
This service is applicable, except for customers served on Rate 66, for 
transportation of natural gas to customer's premise (metered at a single delivery 
point) through Company's distribution facilities. In order to obtain transportation 
service, customer must qualify under an applicable gas transportation service rate; 
meet the general terms and conditions of service provided hereunder; and enter 
into a gas transportation agreement upon request by the Company. 

The transportation services are as follows: 

Small lnterruptible General Gas Transportation Service Rate 81: Transportation 
service is available for all general gas service customers whose interruptible 
natural gas load will exceed an input rate of 2,500,000 Btu per hour, metered at a 
single delivery point whose average use of natural gas will not exceed 40,000 dk 
annually, and who, absent the request for transportation service, are eligible for 
natural gas service, on an interruptible basis, pursuant to Company's effective 
Small lnterruptible General Gas Service Rate 71. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service agreement. 
Customer's firm load shall be treated and billed in accordance with the provisions D 
of Firm General Gas Service Rate 70. 

Lame lnterruptible General Gas Transportation Service Rate 82: 
Transportation service is available for all general gas service customers whose 
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour, 
metered at a single delivery point, whose average use of natural gas will exceed 
40,000 dk annually, and who, absent the request for transportation service, are 
eligible for natural gas service on an interruptible basis, pursuant to Company's 
effective Large lnterruptible General Gas Service Rate 85. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be treated and billed in accordance with the 
provisions of Firm General Gas Service Rate 70. D 
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Rate: 
Basic Service Charge: 
Rate 81 $225.00 per month 11 
Rate 82 $350.00 per month 21 

I In the event customer takes service through one meter under both Rates 71 and 
81, the base rate under Rate 81 shall be waived. 

21 In the event customer takes service through one meter under both Rates 85 and 
82, the base rate under Rate 82 shall be waived. 

Under Rates 81 or 82 customer shall pay a negotiated rate not more than the maximum 
rate or less than the minimum rate specified below. (The per dk charge is applicable to 
all dk of natural gas transported under the terms of this rate.) 

Rate 81 Rate 82 

Maximum Rate per dk $0.304 $0.141 

Minimum Rate per dk $0.131 $0.090 

Balancing Charge per dk $0.300 $0.300 

Fuel Charge: 
Applicable to all dk transported to customers located within the distribution system. 
Charge does not apply to transmission level customers. See Rate Summary Sheet 
for currently effective charge. 

GENERAL TERMS AND CONDITIONS: 
1 CRITERIA FOR SERVICE - In order to receive the service, customer must 

qualify under one of the Company's applicable natural gas transportation 
service rates and comply with the general terms and conditions of the service 
provided herein. The customer is responsible for making all arrangements for 
transporting the gas from its source to the Company's interconnection with the 
delivering pipeline(s). 
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2. REQUEST FOR GAS TRANSPORTATION SERVICE: To qualify for gas 
transportation service a customer must request the service pursuant to the 
provisions set forth herein. The service shall be provided only to the extent 
that the Company's existing operating capacity permits. 

3. MULTIPLE SERVICES THROUGH ONE METER: 
a. In the event customer desires firm sales service in addition to gas 

transportation service, customer shall request such firm volume 
requirements, and upon approval by Company, such firm volume 
requirements shall be set forth in a firm service agreement. For billing 
purposes, the level of volumes so specified or the actual volume used, 
whichever is lower, shall be billed at Rate 70. Volumes delivered in 
excess of such firm volumes shall be billed at the applicable gas 
transportation rate. Customer has the option to install, at their 
expense, piping necessary for separate measurement of sales and 
transportation volumes. 

b. The customer shall pay, in addition to charges specified in the 
applicable gas transportation rate schedule, charges under all other 
applicable rate schedules for any service in addition to that provided 
herein (irrespective of whether the customer receives only gas 
transportation service in any billing period). 

4. PRIORITY OF SERVICE - Company shall have the right to curtail or interrupt 
deliveries without being required to give previous notice of intention to curtail 
or interrupt, whenever, in its judgment, it may be necessary to do so to protect 
the interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the provisions of Rate 100, sV.10. 

5. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 
curtail or interrupt their use of gas hereunder when requested to do so by the 
Company, any gas taken above that received on the customer's behalf, shall 
be billed at the Firm General Gas Service Rate 70 (distribution delivery charge T 
and cost of gas), plus either an amount equal to any penalty payments or 
overrun charges the Company is required to make to its interconnecting 
pipeline@) under the terms of its contract(s) as a result of such failure to curtail 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 22.3 

TRANSPORTATION SERVICE Rates 81 and 82 

Page 4 of 9 

or interrupt, or $50.00 per dk of gas used in excess of the volume of gas to 
which customer was requested to curtail or interrupt, whichever amount is 
greater. The Company, in its discretion, may shut off customer's supply of gas 
in the event of customer's failure to curtail or interrupt use of gas when 
requested to do so by the Company. 

NON-DELIVERED VOLUMESIPENALTY: 
a. In the event customer uses more gas than is being delivered to the 

Company's interconnection with the delivering pipeline(s) (receipt 
point), customer shall pay an amount equal to any penalty payments or 
overrun charges the Company is required to make to its 
interconnecting pipeline(s) under the terms of its contract(s) resulting 
from such action by customer. In the event that more than one 
customer is obtaining gas from the same shipper and/or agent at the 
same receipt point, any payment or overrun penalties the Company is 
required to make shall be allocated on a pro rata basis among such 
customers on the basis of each customer's use of gas in excess of 
available volumes. 

b. In the event the customer's gas is not being delivered to the receipt 
point for any reason and the customer continues to take gas, the 
customer shall be subject to any applicable penalties or charges set 
forth in Paragraph 6.a. Gas volumes supplied by Company will be 
billed at Firm General Service Rate 70 (distribution delivery charge and 
cost of gas). The Company is under no obligation to notify customer of 
non-delivered volumes. 

c. In the event customer's transportation volumes are not available for 
any reason, customer may take interruptible sales service if such 
service is available. The availability of interruptible sales service shall 
be determined at the sole discretion of the Company. 

ELECTION OF SERVICE - Prior to the initiation of service hereunder, the 
customer shall make an election of its requirements under each applicable rate 
schedule for the entire term of service. If mutually agreed to by the Company 
and customer, the term of service may be amended. Upon expiration of 
service, the customer may apply for and receive, at the sole discretion of the 
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Company, gas service under the appropriate sales rate schedule for the 
customer's operations. 

8. RECONNECTION FEE - Transportation customers who cease service and 
then resume service within the succeeding 12 months shall be subject to a 
reconnection charge as specified in Rate 100, §V. 17. 

9. BALANCING: 
a. To the extent practicable, customer and Company agree to the daily 

balancing of volumes of gas received and delivered on a thermal basis. 
Such balancing is subject to the customer's request and the Company's 
discretion to vary scheduled receipts and deliveries within existing 
Company operating limitations. If, at the end of a billing month, the 
accumulated difference between actual gas deliveries to the customer 
and nominated (scheduled) receipts on behalf of such customer exceeds 
4% of that month's scheduled receipts, resulting in a negative imbalance 
(i.e., deliveries exceed scheduled receipts), the customer will be 
assessed a balancing charge, set forth herein, on the imbalance 
exceeding 4%. If such imbalance is not eliminated by the end of the next 
monthly billing period, the customer shall then be billed, in addition to the 
applicable transportation rate, a penalty for the under nominated volume 
exceeding 4% at the Firm General Gas Service Rate 70 (distribution T 
delivery charge and cost of gas). The accumulated difference between 
the actual gas deliveries to the customer and nominated (scheduled) 
receipts on behalf of such customer will be adjusted for the volume on 
which a penalty was imposed. If, at the end of a billing month, the 
accumulated difference between nominated (scheduled) receipts on 
behalf of such customer and actual gas deliveries to the customer 
exceeds 4% of that month's scheduled receipts, resulting in a positive 
imbalance (i.e., scheduled receipts exceed deliveries), the customer will 
be assessed a balancing charge, set forth herein, on the imbalance 
exceeding 4%. If such imbalance is not eliminated by the end of the next 
monthly billing period, ( I )  the Company may adjust the volume of gas 
received on behalf of the customer so as to eliminate the prior period 
over nomination exceeding 4% up to 10% and (2) the Company shall 
retain the over nomination of gas exceeding 10% free and clear of any 
adverse claims relating thereto when such accumulated difference 
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exceeds 50 dk. The accumulated difference between the actual gas 
deliveries to the customer and nominated (scheduled) receipts on behalf 
of such customer will be adjusted for the volume retained. 

b. In the event customer's imbalance causes the Company to incur a 
balancing penalty from its interconnecting pipeline(s), customer shall pay 
any penalty payments or overrun charges the Company is required to 
make under the terms of its contract@) with interconnecting pipeline(s) 
resulting from such action by customer. In the event that more than one 
customer is obtaining gas from the same shipper and/or agent at the T 
same interconnection with a delivering pipeline, any payment or overrun 
penalties the Company is required to make shall be apportioned among 
such customers on the basis of each customer's contribution toward the 
imbalance. 

c. Customer's nominations made to clear imbalances will be subject to the 
priority of service and allocation of capacity provisions set forth in Rate 
100, sV.10, and the penalties for failure to curtail or interrupt use of gas 
set forth in Paragraph 5 of this rate schedule. 

d. Termination of the gas transportation service shall not relieve Company 
and customer of the obligation to correct any quantity imbalances 
hereunder or customer of the obligation to pay money due hereunder to 
Company. 

e. The Company may waive any penalty associated with Company 
adjustments to end-use customer nominations in those instances where 
the Company, due to operating limitations, is required to adjust end-use 
transportation customer nominations and such Company adjustments 
create a penalty situation, or preclude a customer from correcting an 
imbalance which results in a penalty. 

10. NOMINATION VARIANCE CHARGE - The customer shall pay, any payments 
the Company must make to its interconnecting pipeline(s), as a result of 
nomination variance penalties caused by customer's nomination variances. 
Such penalties will be allocated on the basis of each customer's contribution 
toward the nomination variance. 

--- 
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1 1. METERING REQUIREMENTS Remote data acquisition equipment required 
by the Company for daily measurement will be purchased and installed by the 
Company prior to the initiation of service hereunder. The cost of the 
equipment and its installation shall be paid for by the customer. Such 
contribution in aid, as adjusted for federal income taxes, shall be paid prior to 
the installation of such equipment unless otherwise agreed to by the 
Company. Such equipment will be maintained by the Company and will 
remain the sole property of the Company. Company may remove such 
equipment when service hereunder is terminated. The customer shall provide 
and maintain, at no cost to Company, a 120 volt, 15 ampere, AC power supply 
or other power source acceptable to the Company and acceptable telephone 
service at customer's meter location(s). Customer agrees to provide and 
maintain, at no cost to the Company, any necessary telephone enhancements 
to assure Company of a quality telephone signal necessary to properly 
transmit data. The customer shall pay all charges for continuous electric and 
telephone service associated with the Company's connection of the remote 
data acquisition equipment, and any interruption in such services must be 
promptly remedied or service under this tariff will be suspended until 
satisfactory corrections have been made. 

12. DAILY NOMINATION REQUIREMENTS: 
a. Customer or customer's shipper and/or agent shall advise Company's 

gas nominations center, by 11:30 a.m. Central Clock Time, of the dk 
requirements customer has requested to be delivered at each delivery 
point during the following day. Customer's daily nomination shall be its 
best estimate of the expected utilization for the gas day. Unless other 
arrangements are made, customer will be required to nominate for the 
non-business days involved prior to weekends and holidays. 

b. All nominations should include shipper and/or agent defined begin and 
end dates. Shippers andlor agents may nominate for periods longer 
than I day, provided the nomination begin and end dates are within the 
term of the service agreement. 

c. The Company has the sole right to refuse receipt of any volumes which 
exceed the maximum daily contract quantity and at no time shall the 
Company be required to accept quantities of gas for a customer in 
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excess of the quantities of gas to be delivered to customer. If total 
nominated receipts exceed total deliveries at receipt points where more 
than one customer is receiving service, nominations will be allocated on 
a pro rata basis. At no time shall Company have the responsibility to 
deliver gas in excess of customer's nomination. 

d. In the event that more than one customer is receiving gas from the same 
shipper and/or agent at the same receipt point, any reduction in T 
nominated volumes will be allocated on a pro rata basis, unless 
Company and shipper(s) and/or agent(s) have agreed to a T 
predetermined allocation procedure. 

WARRANTY - The customer, customer's agent, or customer's shipper 
warrants that it will have title to all gas it tenders or causes to be tendered to 
the Company, and such gas shall be free and clear of all liens and adverse 
claims and the customer, customer's agent, or customer's shipper shall 
indemnify the Company against all damages, costs, and expenses of any 
nature whatsoever arising from every claim against said gas. 

FACILITY EXTENSIONS - If facilities are required in order to furnish gas 
transportation service, and those facilities are in addition to the facilities 
required to furnish firm gas service, the customer shall pay for those additional 
facilities and their installation in accordance with the Company's applicable 
natural gas extension policy. Company may remove such facilities when 
service hereunder is terminated. 

PAYMENT - Billed amounts will be considered past due if not paid by the due 
date shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, §V.Il, or any amendment or 
alterations thereto. 

BILLING ERROR - In the event an error is discovered in any bill that the 
Company renders to customer, such error shall be adjusted within a period not 
to exceed 6 months from the date the billing error is first discovered. 

AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. 
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18. RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
In all communities served, except those communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load 
will exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery 
point and whose use of natural gas will exceed 40,000 dk annually. The rates 
herein are applicable only to customer's interruptible load. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be billed at Firm General Gas Service Rate 
70. For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. The Company reserves the right to refuse the N 
initiation of service under this rate schedule based on the availability of gas 
supply. 

This rate schedule shall not apply for service to U. S. Government installations, 
which are covered by separate special contracts. 

Rate: 
Basic Service Charge: $300.00 per month 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

Minimum Bill: 
Basic Service Charge. 

$0.141 per dk 
$0.090 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, gV.11, or any amendments or alterations thereto. 
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Cost of Gas: T 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. T 

General Terms and Conditions: 
1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates. Customers taking service 
hereunder agree that the Company without prior notice shall have the right 
to curtail or interrupt such service whenever, in Company's sole judgment, 
it may be necessary to do so to protect the interest of its customers whose 
capacity requirements are otherwise and hereby given preference. The 
priority of service and allocation of capacity shall be accomplished in 
accordance with the provisions of Rate 100, §V. 10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer 
fails to curtail or interrupt their use of gas hereunder when requested to do 
so by the Company any gas taken shall be billed at the Firm General Gas 
Service Rate 70 (distribution delivery charge and cost of gas), plus either T 
an amount equal to any penalty payment(s) or overrun charges the 
Company is required to make to its interconnecting pipeline(s) under the 
terms of its contract@) as a result of such failure to curtail or interrupt, or 
$50.00 per dk of gas used in excess of the volume of gas to which C 
customer was requested to curtail or interrupt, whichever amount is 
greater. The Company, in its discretion, may shut off customer's supply of 
gas in the event of customer's failure to curtail or interrupt use of gas when 
requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required 
to enter into an agreement for service hereunder. If mutually agreed to by 
the Company and customer, the term of service reflected in such 
agreement may be amended. Upon expiration of service, the customer 
may apply for and receive, at the sole discretion of the Company, gas 
service under another appropriate rate schedule for the customer's 
operations. 
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4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be required as specified in the service 
agreement to notify Company of an anticipated change in daily operations. 
Failure to comply with requirements specified in the service agreement 
may result in the assessment of penalties to the customer equal to the 
penalty amounts Company must pay to the interconnecting pipeline 
caused by customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment 
required for daily measurement will be installed by the Company, at its sole 
discretion, prior to the initiation of service hereunder. 

The customer shall be required to provide and maintain, at no cost to 
Company, a 120 volt, 15 ampere, AC power supply, or other power source 
acceptable to the Company, and acceptable telephone service available at 
customer's meter location(s). Customer agrees to provide and maintain, at 
no cost to the Company, any necessary telephone enhancements to 
assure company of a quality telephone signal necessary to properly 
transmit data. The customer shall pay all charges for continuous electric 
and telephone service associated with the Company's connection of the 
remote data acquisition equipment, and any interruption in such services 
must be promptly remedied or service under this tariff will be suspended 
until satisfactory corrections have been made. 

The Company reserves the right to charge for each service call to 
investigate, repair and/or reprogram the Company's remote data 
acquisition equipment when the service call is the result of a failure or 
change in communication or power source provided by customer or 
damage to Company's equipment. 

6. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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1 Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) 
provision and specifies the procedure to be utilized to adjust the rates for gas 
sold under Montana-Dakota's rate schedules, with the exception of General 
Service Rate 66, in order to reflect: (a) changes in Montana-Dakota's average 
cost of gas supply and (b) amortization of the Unrecovered Purchased Gas 
Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the first day 

of each month, unless the Commission shall otherwise order. 

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of gas 
supply only when the amount of change in such PGA is at least 10 (ten) cents 
per dk compared to the currently effective adjustment. The adjustment to be 

I 
effective May 1 shall be filed each year, regardless of the amount of the 
change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas supply 

as compared to the cost of gas supply approved in its most recent PGA. The T 
cost of gas supply shall be the sum of all costs incurred in obtaining gas for 
general system supply. General system supply is defined as gas available for 
use by all customers served under retail sales rate schedules excluding Rate 
66. The cost of gas supply shall include, but not be limited to, all demand, 
commodity, storage, gathering, and transportation charges incurred by 
Montana-Dakota for such gas supply, the overall rate of return on prepaid 
demand and commodity charges and gas storage balances required to maintain 
the system gas supply and hedging program gains, losses and transaction 
costs related to system gas supply. 

(b) The PGA shall be computed as follows: 

(1) Demand costs shall include all annual gathering, transportation and 
storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation and 
storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas costs 
estimated to be in effect for the month the PGA will be in effect and 
annual dk requirements. 

(4) The return on prepaid demand and commodity balances and storage 
balances shall be computed on an annual basis at the overall rate of 
return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, weather 
normalized dk deliveries for the most recent twelve month period adjusted to reflect 
losses. 

(c) Monthly gas costs shall be calculated as follows: 

(1) Demand costs shall be apportioned to all state jurisdictions served by 
Montana-Dakota on the basis of the overall ratio of each state's Maximum 
Daily Delivery Quantity (MDDQ). 

(2) Demand costs for large interruptible sales customers shall be stated on a 
100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition of 
gas for general system supply shall be apportioned to each state on the 
basis of total dks sold in each state, regardless of the actual points of 
delivery of such gas. 

.) The return requirement related to prepaid demand and commodity 
charges and gas storage balances shall be included on a per dk basis. 
The prepaid demand and storage balances shall be apportioned to all 
states on the basis of each state's MDDQ. The prepaid commodity 
charges shall be apportioned to all states on the basis of annual dks sold 
in each state. The unit cost shall be calculated using a thirteen month 
average balance and the currently authorized return on rate base. 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4" Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 29.2 

PURCHASED GAS COST ADJUSTMENT Rate 88 

Page 3 of 6 

(5) All costs related to specific end-use transactions shall not be included in 
the cost of gas supply determination but shall be directly billed to the 
customer(s) contracting for such service. 

(d) The PGA shall be applied to each of Montana-Dakota's rate schedules 
excluding Rate 66, recognizing differences among customer classes consistent 
with the cost of gas supply included in the applicable class sales rate. 

4. Surcharge Adjustment: 
All sales rate schedules shall be subject to a Surcharge Adjustment to be 
effective on May I of each year. The Surcharge Adjustment per dk sold shall 
reflect amortization of the applicable balance in the Unrecovered Purchased 
Gas Cost Account calculated by dividing the applicable balance by the 
estimated dk sales for the twelve months following the effective date of the 
adjustment. 

5. Unrecovered Purchase Gas Account: 
(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as 

calculated in accordance with Subsection 5(b) are: 

(1) Charges for gas supply which Montana-Dakota is unable to reflect in a 
Purchased Gas Cost Adjustment by reason of the ten cent minimum 
limitation set forth in Subsection 2(b). IT  

(2) Amounts of increasedldecreased charges for gas supplies which were 
paid during any period after the effective date of the most recent general 
rate case, but not yet included in sales rates. 

(3) Refunds received from supplier(s) with respect to gas supply. Such 
refunds received shall be credited to the Unrecovered Purchased Gas 
Cost Account. 

(4) Carrying charges or credits as determined in Section 5(b)(2). 

(5) Demand costs recovered from the large interruptible sales customers will 
be credited to the residential, firm general service and small interruptible 
customers. 
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(b) (1) The amount to be included in the Unrecovered Purchased Gas Cost 
Account in order to reflect the items specified in Subsections 5(a)(I), (2), 
and (3) shall be calculated as follows: 

0) 

(ii) 

(iii) 

'Montana-Dakota shall first determine each month the unit cost for 
that month's natural gas supply as adjusted to levelize demand 
charges. 

Such adjustment to levelize supplier(s) demand charges shall be 
calculated as follows: 

The suppliers' annual (calendar or fiscal) demand charges, which 
are payable in equal monthly payments, shall be accumulated in a 
prepaid account (FERC Account 165). Each month a portion of 
such accumulated prepaid amount shall be amortized to cost of 
natural gas purchased (FERC Account 804). Such monthly 
amortization shall be based on a rate calculated by dividing the 
annual supplier(s) demand charges by projected annual natural 
gas sales units (calendar or fiscal, as appropriate). The resulting 
product shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute the 
monthly amortization of prepaid supplier(s) demand charges to 
cost of natural gas supply. 

Montana-Dakota shall then subtract from each month's unit cost 
the unit cost for gas supply which is reflected in the currently effec- 
tive PGA. 

The resulting difference (which may be positive or negative) shall 
be multiplied by the dks sold during that month under each rate 
schedule. The resulting amounts shall be reflected in an 
Unrecovered Purchased Gas Cost Account for each rate schedule. 
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Montana-Dakota will calculate carrying charges on the amounts in the 
Unrecovered Purchased Gas Cost Account, Account 191, at the rate of 
interest for a three-month Treasury Bill as published monthly by the 
Federal Reserve Board for the preceding month. The amount to be 
included in Account 191 for carrying charges shall be determined as 
follows: each month, Account 191 shall be debited (if the balance in 
said account is a debit balance) and shall be credited (if the balance in 
said account is a credit balance) for a carrying charge, which shall be 
the product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the immediately 
preceding month, exclusive of carrying charges accrued pursuant 
to this Subsection (b)(2) and net of the related deferred tax 
amounts in Accounts 283 or 190, as appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in a 
supplementary Unrecovered Purchased Gas Cost Account for 
each rate schedule, and carrying charges shall not be computed 
on the amounts in such supplementary account. 

Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

(1) The amounts in the Unrecovered Purchased Gas Cost Account shall be 
decreased each month by an amount determined by multiplying the 
currently effective surcharge adjustment included in rates for that month 
(as calculated in Section 4) by the dks sold during that month under 
each rate schedule excluding Rate 66. The account shall be increased 
in the event the adjustment is a negative amount. 

(2) The amount amortized each month shall be applied pro rata between the 
amounts in the Unrecovered Purchased Gas Cost Account specified in 
Subsections 5(a)(I), (2), (3) and (5) and the amounts in the 
supplementary Unrecovered Purchased Gas Cost Account specified in 
Subsection 5(a)(4). 
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6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting currently 
effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly show 
the derivation of the relevant amounts. 
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1 Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) provision 
and specifies the procedure to be utilized to adjust the rates for gas sold under 
General Services Rate 66 in order to reflect: (a) changes in Montana-Dakota's 
average cost of gas supply and (b) amortization of the Unrecovered Purchased 
Gas Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the 

first day of each month, unless the Commission shall otherwise order. 

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of T 
gas supply only when the amount of such change in PGA is at least 10 
(ten) cents per dk compared to the currently effective adjustment. The 
adjustment to be effective May 1 shall be filed each year, regardless of 

I 
the amount of the change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas 

supply for the East River System as compared to the cost of gas supply 
approved in its most recent PGA. The cost of gas supply shall be the sum 
of all costs incurred in obtaining gas for delivery at interconnections with 
South Dakota Intrastate Pipeline (SDIP). The East River System supply is 
defined as gas available for use by all customers served under General 
Services Rate 66. The cost of gas supply shall include, but not be limited 
to, all demand, commodity, storage, gathering, and transportation charges 
incurred by Montana-Dakota for such gas supply, the overall rate of return 
on prepaid demand and commodity charges and gas storage balances 
required to maintain the East River System gas supply and hedging 
program gains, losses and transaction costs related to the East River 
System gas supply. 

(b) The PGA shall be computed as follows: 

(1) Demand Costs, if applicable, shall include all annual gathering, 
transportation and storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation 
and storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas 
costs estimated to be in effect for the month the PGA will be in 
effect and annual dk requirements. 

(4) The return on prepaid demand and commodity balances and 
storage balances, if applicable, shall be computed on an annual 
basis at the overall rate of return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, 
weather normalized dk deliveries for the most recent twelve-month period 
adjusted to reflect losses. 

(c) Monthly gas costs shall be calculated as follows: 
(1) Demand costs if applicable, shall be apportioned to all state 

jurisdictions served by Montana-Dakota on the basis of the overall 
ration of each state's Maximum Daily Delivery Quantity (MDDQ). 

(2) Demand costs for interruptible and specified contract service 
customers shall be stated on a 100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition 
of gas for the East River System Supply. 

(4) The return requirement related to prepaid demand and commodity 
charges and gas storage balances, if applicable, shall be included 
on a per dk basis. The prepaid demand and storage balances shall 
be apportioned to all states on the basis of each state's MDDQ. 
The prepaid commodity charges shall be apportioned to all states 
on the basis of annual dk's sold in each state. The unit cost shall 
be calculated using a thirteen month average balance and the 
currently authorized return on rate base. 
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(5) All costs related to specific end-use transactions shall not be 
included in the cost of gas supply determination but shall be directly 
billed to the customer(s) contracting for such service. 

(d) The PGA shall be applied to General Services Rate 66, if applicable, 
recognizing differences among customer classes consistent with the cost 
of gas supply included in the applicable class sales rate. 

4. Surcharge Adjustment: 
General Services Rate 66 shall be subject to a Surcharge Adjustment to 
be effective on May I of each year. The Surcharge Adjustment per dk 
sold shall reflect amortization of the applicable balance in the 
Unrecovered Purchased Gas Cost Account calculated by dividing the 
applicable balance by the estimated General Services Rate 66 dk sales 
for the twelve months following the effective date of the adjustment. 

5. Unrecovered Purchased Gas Cost Account: 
(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as 

calculated in accordance with Subsection 5(b) are: 

Charges for gas supply which Montana-Dakota is unable to reflect 
in a Purchased Gas Cost Adjustment by reason of the ten cent T 
minimum limitation set forth in Subsection 2(b). 

Amounts of increasedldecreased charges for gas supplies which 
were paid during any period after the effective date of the most 
recent general rate case, but not yet included in the East River 
System sales rates. 

Refunds received from supplier(s) with respect to gas supply. Such 
refunds received shall be credited to the Unrecovered Purchased 
Gas Cost Account. 

Carrying charges or credits as determined in Section 5(b)(2). 
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(b) (1) The amount to be included in the Unrecovered Purchased Gas 
Cost Account in order to reflect the items specified in Subsections 
5(a)(l), (2), and (3) shall be calculated as follows: 

(i) Montana-Dakota shall first determine each month the unit 
cost for that month's natural gas supply as adjusted to 
levelize demand charges, if applicable. Such adjustment to 
levelize supplier(s) demand charges shall be calculated as 
follows: 

The suppliers' annual (calendar or fiscal) demand charges, 
which are payable in equal monthly payments, shall be 
accumulated in a prepaid account (FERC Account 165). 
Each month a portion of such accumulated prepaid amount 
shall be amortized to cost of natural gas purchased (FERC 
Account 804). 

Such monthly amortization shall be based on a rate 
calculated by dividing the annual supplier(s) demand 
charges by projected annual natural gas sales units 
(calendar or fiscal, as appropriate). The resulting product 
shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute 
the monthly amortization of prepaid supplier(s) demand 
charges to cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each month's unit 
cost the unit cost for gas supply which is reflected in the 
currently effective PGA. T 
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(iii) The resulting difference (which may be positive or negative) 
shall be multiplied by the dks sold during that month under 
General Services Rate 66. The resulting amounts shall be 
reflected in an Unrecovered Purchased Gas Cost Account 
for each rate schedule. 

Montana-Dakota will calculate carrying charges on the amounts in 
the Unrecovered Purchased Gas Cost Account, Account 191, at the 
rate of interest for a three-month Treasury Bill as published monthly 
by the Federal Reserve Board for the preceding month. The 
amount to be included in Account 191 for carrying charges shall be 
determined as follows: each month, Account 191 shall be debited 
(if the balance in said account is a debit balance) and shall be 
credited (if the balance in said account is a credit balance) for a 
carrying charge, which shall be the product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the 
immediately preceding month, exclusive of carrying charges 
accrued pursuant to this Subsection (b)(2) and net of the 
related deferred tax amounts in Accounts 283 or 190, as 
appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in 
a supplementary Unrecovered Purchased Gas Cost 
Account for each rate schedule, and carrying charges shall 
not be computed on the amounts in such supplementary 
account. 

(c) Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

(1) The amounts in the Unrecovered Purchased Gas Cost Account 
shall be decreased each month by an amount determined by 
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multiplying the currently effective surcharge adjustment included in 
rates for that month (as calculated in Section 4) by the dks sold 
during that month under General Services Rate 66. The account 
shall be increased in the event the adjustment is a negative 
amount. 

(2) The amount amortized each month shall be applied pro rata 
between the amounts in the Unrecovered Purchased Gas Cost 
Account specified in Subsections 5(a)(l), (2), (3) and the amounts 
in the supplementary Unrecovered Purchased Gas Cost Account 
specified in Subsection 5(a)(4). 

6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting 
currently effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly 
show the derivation of the relevant amounts. 
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Most Comparable 
Reqular Tariff 

Schedule Contract 
No. Differences 

Morris, Inc. 

Merillat Corporation 

Firm 05-1 0-01 
Commercial To 

11-16-1 I 

Firm 05-01 -98 
Commercial To 

10-31 -03 

Rate 66 Rate 

Rate 70 Rate 
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I. PURPOSE: 
These rules are intended to define good practice which can normally be expected, 
but are not intended to exclude other accepted standards and practices not 
covered herein. They are intended to ensure adequate service to the public and 
protect the Company from unreasonable demands. 

The Company undertakes to furnish service subject to the rules and regulations of 
the Public Utilities Commission of South Dakota and as supplemented by these 
general provisions, as now in effect or as may hereafter be lawfully established, 
and in accepting service from the Company, each customer agrees to comply with 
and be bound by said rules and regulations and the applicable rate schedules. 

II. DEFINITIONS: 
The following terms used in this tariff shall have the following meanings, unless 
otherwise indicated: 

AGENT -The party authorized by the transportation service customer to act on 
that customer's behalf. 

APPLICANT - A customer requesting Company to provide service. 

COMMISSION - Public Utilities Commission of the State of South Dakota. 

COMPANY - Montana-Dakota Utilities Co. 

COMPANY'S OPERATING CONVENIENCE - The utilization, under certain circum- 
stances, of facilities or practices not ordinarily employed which contribute to the 
overall efficiency of Company's operations. This does not refer to the customer's 
convenience nor to the use of facilities or adoption of practices required to comply 
with applicable laws, ordinances, rules or regulations, or similar requirements of 
public authorities. 

CURTAILMENT - A reduction of transportation or retail natural gas service 
deemed necessary by the Company. Also includes any reduction of transportation 
natural gas service deemed necessary by the pipeline. 
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CUSTOMER - Any individual, partnership, corporation, firm, other organization or 
government agency supplied with service by Company at one location and at one 
point of delivery unless otherwise expressly provided in these rules or in a rate 
schedule. 

DELIVERY POINT - The point at which customer assumes custody of the gas 
being transported. This point will normally be at the outlet of Company's meter@) 
located on customer's premises. 

GAS DAY - Means a period of twenty-four consecutive hours, beginning and 
ending at 9:00 A.M. Central Clock Time. 

HOUSEHOLD - A family or a group of people who live together 

INDEBTED HOUSEHOLD - A group of people living together among whom there 
is one who is indebted to a gas utility for service provided previously to the 
residence for which service is now sought. 

INTERRUPTION - A  cessation of transportation or retail natural gas service 
deemed necessary by Company. 

NOMINATION -The daily dk volume of natural gas requested by customer for 
transportation and delivery to customer at the delivery point during a gas day. 

PIPELINE - The transmission company(s) delivering natural gas into company's 
system. 

RATE - Shall mean and include every compensation, charge, fare, toll, rental and 
classification, or any of them, demanded, observed, charged or collected by the 
Company for any service, product, or commodity, offered by the Company to the 
public, and any rules, regulations, practices or contracts affecting any such 
compensation, charge, fare, toll, rental or classification. 

RECEIPT POINT - The intertie between Company and the interconnecting 
pipeline(s) at which point Company assumes custody of the gas being transported. 

SHIPPER - The party with whom the Pipeline has entered into a service 
agreement for transportation services. 
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Ill. CUSTOMER OBLIGATIONS: 
1. APPLICATION FOR SERVICE - A  customer desiring gas service must make 

application to the Company before commencing the use of the Company's 
service. The Company reserves the right to require a signed application or 
written contract for service to be furnished. All applications and contracts for 
service must be made in the legal name of the customer desiring the service. 
The Company may refuse a customer or terminate service to a customer who 
fails or refuses to furnish reasonable information requested by the Company 
for the establishment of a service account. Any customer who uses gas ser- 
vice in the absence of application or contract shall be subject to the 
Company's rates, rules, and regulations and shall be responsible for payment 
of all service used. 

Subject to rates, rules, and regulations, the Company will continue to supply 
gas service until notified by customer to discontinue the service. The 
customer will be responsible for payment of all service furnished through the 
date of discontinuance. 

Any customer may be asked to make a deposit as required. 

2. INPUT RATING -All new customers whose consumption of gas for any 
purpose will exceed an input of 2,500,000 Btu per hour, metered at a single 
delivery point, shall consult with the Company and furnish details of estimated 
hourly input rates for all gas utilization equipment. Where system design 
capacity permits, such customers may be served on a firm basis. Where 
system design capacity is limited, and at Company's sole discretion, Company 
will serve all such new customers on an interruptible basis only. Architects, 
contractors, heating engineers and installers, and all others should consult 
with the Company before proceeding to design, erect or redesign such 
installations for the use of natural gas. This will insure that such equipment 
will conform to the Company's ability to adequately serve such installations 
with gas. 

3. ACCESS TO CUSTOMER'S PREMISES - Company representatives, when 
properly identified, shall have access to customer's premises at all reasonable 
times for the purpose of reading meters, making repairs, making inspections, 
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removing the Company's property, or for any other purpose incidental to the 
service. 

COMPANY PROPERTY - The customers shall exercise reasonable diligence 
in protecting the Company's property on their premises, and shall be liable to 
the Company in case of loss or damage caused by their negligence or that of 
their employees. 

INTERFERENCE WITH COMPANY PROPERTY - The customer shall not 
disconnect, change connections, make connections or otherwise interfere with 
Company's meters or other property or permit same to be done by other than 
the Company's authorized employees or representatives. 

RELOCATED LINES - Where Company facilities are located on a public or 
private utility easement and there is a building encroachment(s), over gas 
facilities (Company-owned main, Company-owned service line or customer- 
owned service line) the customer shall be charged for line relocation on the 
basis of actual costs incurred by the Company including any required 
easements. 

NOTIFICATION OF LEAKS - The customer shall immediately notify the 
Company at its office of any escape of gas in or about the customer's 
premises. 

TERMINATION OF GAS SERVICE -All customers are required to notify the 
Company, to prevent their liability for service used by succeeding tenants, when 
vacating their premises. Upon receipt of such notice, the Company will read 
the meter and further liability for service used on the part of the vacating 
customer will cease. 

REPORTING REQUIREMENTS - Customer shall furnish Company all informa- 
tion as may be required or appropriate to comply with reporting requirements of 
dulv constituted authorities havina iurisdiction over the matter herein. 
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IV. LIABILITY: 
1. CONTINUITY OF SERVICE - The Company will use all reasonable care to 

provide continuous service but does not assume responsibility for a regular 
and uninterrupted supply of gas service and will not be liable for any loss, 
injury, death, or damage resulting from the use of service, or arising from or 
caused by the interruption or curtailment of the same. 

2. CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in 
any other way does the Company give any warranty, express or implied, as to 
the adequacy, safety or other characteristics of any structures, equipment, 
lines, appliances or devices owned, installed or maintained by the customer or 
leased by the customer from third parties. 

3. COMPANY EQUIPMENT AND USE OF SERVICE - The Company will not be 
liable for any loss, injury, death or damage resulting in any way from the 
supply or use of gas or from the presence or operation of the Company's 
structures, equipment, lines, appliances or devices on the customer's 
premises, except loss, injuries, death, or damages resulting from the 
negligence of the Company. 

4. INDEMNIFICATION - Customer agrees to indemnify and hold Company 
harmless from any and all injury, death, loss or damage resulting from 
customer's negligent or wrongful acts under and during the term of service. 
Company agrees to indemnify and hold customer harmless from any and all 
injury, death, loss or damage resulting from Company's negligent or wrongful 
acts under and during the term of service. 

5. FORCE MAJEURE - In the event of either party being rendered wholly or in 
part by force majeure unable to carry out its obligations, then the obligations of 
the parties hereto, so far as they are affected by such force majeure, shall be 
suspended during the continuance of any inability so caused. Such causes or 
contingencies affecting the performance by either party, however, shall not 
relieve it of liability in the event of its concurring negligence or in the event of 
its failure to use due diligence to remedy the situation and remove the cause in 
an adequate manner and with all reasonable dispatch, nor shall such causes 
or contingencies affecting the performance relieve either party from its 
obligations to make payments of amounts then due hereunder, nor shall such 
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causes or contingencies relieve either party of liability unless such party shall 
give notice and full particulars of the same in writing or by telephone to the 
other party as soon as possible after the occurrence relied on. If volumes of 
customer's gas are destroyed while in Company's possession by an event of 
force majeure, the obligations of the parties shall terminate with respect to the 
volumes lost. 

The term "force majeure" as employed herein shall include, but shall not be 
limited to, acts of God, strikes, lockouts or other industrial disturbances, failure 
to perform by any third party, which performance is necessary to the 
performance by either customer or Company, acts of the public enemy or 
terrorists, wars, blockades, insurrections, riots, epidemics, landslides, 
lightning, earthquakes, fires, storms, floods, washouts, arrest and restraint of 
rulers and peoples, civil disturbances, explosions, breakage or accident to 
machinery or lines of pipe, line freeze-ups, sudden partial or sudden entire 
failure of gas supply, failure to obtain materials and supplies due to 
governmental regulations, and causes of like or similar kind, whether herein 
enumerated or not, and not within the control of the party claiming suspension, 
and which by the exercise of due diligence such party is unable to overcome; 
provided that the exercise of due diligence shall not require settlement of labor 
disputes against the better judgment of the party having the dispute. 

The term "force majeure" as employed herein shall also include, but shall not 
be limited to, inability to obtain or acquire, at reasonable cost, grants, 
servitudes, rights-of-way, permits, licenses, or any other authorizations from 
third parties or agencies (private or governmental) or inability to obtain or 
acquire at reasonable cost necessary materials or supplies to construct, 
maintain, and operate any facilities required for the performance of any 
obligations under this agreement, when any such inability directly or indirectly 
contributes to or results in either party's inability to perform its obligations. 
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V. GENERAL TERMS AND CONDITIONS: 
I. AGREEMENT - Upon request of the Company, customer may be required to 

enter into an agreement for any service. 

RATE OPTIONS - Where more than one rate schedule is available for the 
same class of service, the Company will assist the customer in selecting the 
applicable rate schedule(s). The Company is not required to change a 
customer from one rate schedule to another more often than once in twelve 
months unless there is a material change in the customer's load which alters 
the availability andlor applicability of such rate@), or unless a change 
becomes necessary as a result of an order issued by the Commission or a 
court having jurisdiction. The Company will not be required to make any 
change in a fixed term contract except as provided therein. 

3. RULES FOR APPLICATION OF GAS SERVICE: 
a. Residential gas service is available to any residential customer for 

domestic purposes only. Residential gas service is defined as service for 
general domestic household purposes in space occupied as living 
quarters, designed for occupancy by one family. Typical service would 
include the following: separately metered units, such as single private 
residences, single apartments, mobile homes and sorority and fraternity 
houses (this is not an all-inclusive list). In addition, auxiliary buildings on 
the same premise as the living quarters, used for residential purposes, or 
for the producing operations of a farm or ranch, may be served on the 
residential rate. 

b. Nonresidential service is defined as service provided to a business 
enterprise in space occupied and operated for nonresidential purposes. 
Typical service would include stores, offices, shops, restaurants, boarding 
houses, hotels, service garages, wholesale houses, filling stations, barber 
shops, beauty parlors, master metered apartment houses, common areas 
of shopping malls or apartments (such as halls or basements), churches, 
elevators, schools and facilities located away from the home site (this is 
not an all-inclusive list). 

- 
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c. The definitions above are based upon the supply of service to an entire 
premise through a single delivery and metering point. Separate supply for 
the same customer at other points of consumption may be separately 
metered and billed. 

d. If separate metering is not practical for a single unit (one premise) that is 
using gas for both domestic purposes and for conducting business (or for 
nonresidential purposes as defined herein), the customer will be billed 
under the predominate use policy. Under this policy, the customer's 
combined service is billed under the rate (Residential or Nonresidential) 
applicable to the type of service which constitutes 50% or more of the 
customer's total connected load. 

e. Other classes of service furnished by the Company shall be defined in 
applicable rate schedules or in rules and regulations pertaining thereto. 
Service to customers for which no specific rate schedule is applicable shall 
be billed on the Nonresidential rates. 

DISPATCHING - Transportation customers will adhere to gas dispatching 
policies and procedures established by Company to facilitate transportation 
service. Company will inform customer of any changes in dispatching policies 
that may affect transportation services as they occur. 

RULES COVERING GAS SERVICE TO MANUFACTURED HOMES - The 
rules and regulation for providing gas service to manufactured homes are in 
accordance with the Code of Federal Regulations (24CFR Part 3280 - 
Manufactured Home Construction and Safety Standards) Subpart G and H 
which pertain to gas piping and appliance installation. In addition to the above 
rules, the Company also follows the regulations set forth in the NFPA 50?A, 
Fire Safety Criteria for Manufactured Home Installations, Sites, and 
Communities. This information is available at Montana-Dakota Utilities Co.3 T 
offices. 

CONSUMER DEPOSITS -The Company will determine whether or not a 
deposit shall be required of an applicant for gas service in accordance with 
commission rules. 

-- - 
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a. The amount of such deposit shall not exceed one-sixth of the estimated 
annual bill. If a customer has no deposit or one which is inadequate in 
comparison with his recent bills for service the Company may collect an 
additional amount in order to bring the total deposit up to the foregoing 
standard. Should a customer be unable to pay the full amount of the 
deposit, the Company shall accept payment of the deposit in reasonable 
installments not to exceed four months. 

b. The Company may accept in lieu of a cash deposit a contract signed by a 
guarantor, satisfactory to the Company, whereby the payment of a 
specified sum not to exceed the required cash deposit is guaranteed. The 
term of such contract shall automatically terminate after the customer has 
established credit that would result in return of a deposit or at the 
guarantor's request upon sixty days written notice to the Company. 
However, no agreement shall be terminated without the customer having 
made satisfactory settlement for any balance which the customer owes the 
Company. Upon termination of a guarantee contract a new contract or a 
cash deposit may be required by the Company. 

c. The customer may in lieu of a deposit be placed on an early payment list 
whereby customer shall pay the service bill within a minimum of five 
working days. However for early payment, early disconnection shall be 
proper when a customer fails to pay the service bill within a minimum of 
five working days. 

A deposit shall earn interest at the rate of 7% per year for such period as 
the customer receives service. Interest shall be credited to the customer's 
account annually during the month of December. 

Deposits with interest shall be refunded to customers at termination 
provided all billings for service have been paid. Deposits with interest will 
be refunded to all active customers, after the deposit has been held for 
twelve months, provided satisfactory credit has been established. 

7. METERING AND MEASUREMENT: 
a. Company will meter the volume of natural gas delivered to customer at the 

delivery point. Such meter measurement will be conclusive upon both 
parties unless such meter is found to be inaccurate, in which case the 
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quantity supplied to customer shall be determined by as correct an 
estimate as it is possible to make, taking into consideration the time of 
year, the schedule of customer's operations and other pertinent facts. 
Company will test meters in accordance with applicable state utility rules 
and regulations. 

b. Transportation customers agree to provide the cost of the installation of 
remote data acquisition equipment to Company before transportation 
service is implemented. 

MEASUREMENT UNlT FOR BILLING PURPOSES - The measurement unit 
for billing purposes shall be one (1) decatherm (dk), unless otherwise 
specified. Billing will be calculated to the nearest one-tenth (1110) dk. One dk 
equals 10 therms or 1,000,000 Btu's. Dk's shall be calculated by the 
application of a thermal factor to the volumes metered. This thermal factor 
consists of: 

a. An altitude adjustment factor used to convert metered volumes at local 
sales base pressure to a standard pressure base of 14.73 psia, and 

b. A Btu adjustment factor used to reflect the heating value of the gas 
delivered. 

UNlT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose of 
measurement shall be one (1) cubic foot of gas at either local sales base 
pressure or 14.73 psia, as appropriate, and at a temperature base of sixty de- 
grees Fahrenheit (60" F). All measurement of natural gas by orifice meter 
shall be reduced to this standard by computation methods, in accordance with 
procedures contained in ANSI-API Standard 2530, First Edition, as amended. 
Where natural gas is measured with positive displacement or turbine meters, 
correction to local sales base pressure shall be made for actual pressure and 
temperature with factors calculated from Boyle's and Charles' Laws. Where 
gas is delivered at 20 psig or more, the deviation of the natural gas from 
Boyle's Law shall be determined by application of Supercompressibility Factors 
for Natural Gas published by the American Gas Association, Inc., copyright 
1955, as amended or superseded. Where gas is measured with electronic 1 T 
correcting instruments at pressures greater than local sales base, 
supercompressibility will be calculated in the corrector using AGA-3lNX-19, as 

I 
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amended, supercompressiblity calculation. Supercompressibility factor 
adjustments will be waived on monthly billed volumes of 250 dk or less. 

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of 
Service from Highest to Lowest: 
a. Priority I - Firm sales service. 
b. Priority 2 - Small interruptible sales and small interruptible 

transportation services at the maximum rate on a pro rata basis. 
c. Priority 3 - Large interruptible sales and large interruptible 

transportation services at the maximum rate on a pro rata basis. 
d. Priority 4 - Small interruptible sales and small interruptible 

transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

e. Priority 5 - Large interruptible sales and large interruptible 
transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

f. Priority 6 - Gas scheduled to clear imbalances. 

Montana-Dakota shall have the right, in its sole discretion, to deviate from 
the above schedule when necessary for system operational reasons and if 
following the above schedule would cause an interruption in service to a 
customer who is not contributing to an operational problem on 
Montana-Dakota's system. 

Montana-Dakota reserves the right to provide service to customers with a 
lower priority while service to higher priority customers is being curtailed 
due to restrictions at a given delivery or receipt point. When such 
restrictions are eliminated, Montana-Dakota will reinstate sales and/or 
transportation of gas according to each customer's original priority. 

11. LATE PAYMENT - Amounts billed will be considered past due if not paid 
by the due date shown on the bill. An amount equal to 1% per month will 
be applied to any unpaid balance existing at the immediate subsequent 
billing date, provided however, that such amount shall not apply where a 
bill is in dispute or a formal complaint is being processed. All payments 
received will apply to the customer's account prior to calculating the late 
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payment charge. Those payments applied shall satisfy the oldest portion 
of the bill first. 

12. RETURNED CHECK CHARGE - A charge of $20.00 will be collected by C 
the Company for each check charged back to the Company by a bank. 

TAX CLAUSE - In addition to the charges provided for in the gas tariffs of 
the Company, there shall be charged pro rata amounts which, on an 
annual basis, shall be sufficient to yield to the Company the full amount of 
any sales, use or excise taxes, whether they be denominated as license 
taxes, occupation taxes, business taxes, privilege taxes, or otherwise, 
levied against or imposed upon the Company by any municipality, political 
subdivision, or other entity, for the privilege of conducting its utility 
operations therein. 

The charges to be added to the customers' service bills under this clause 
shall be limited to the customers within the corporate limits of the 
municipality, political subdivision or other entity imposing the tax. 

14. UTILITY CUSTOMER SERVICES: 
a. The following services will be performed at no charge regardless of the 

time of performance: 

1. Fire and explosions calls. 

2. Investigate hazardous condition on customer premises, such as 
gas leaks, odor complaints, combustible fumes. 

3. Maintenance or repair of Company-owned facilities on the 
customer's premises. 

b. The following service calls will be performed at no charge during the 
Company's normal business hours: 

1. Cut-ins and cut-outs. 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 1 .I4 

GENERAL PROVISIONS Rate 100 
Page 15 of 19 

2. Lighting pilots, inspecting, and adjusting gas equipment in 
connection with establishing service when working cut-in orders. 

3. High bills or inadequate service complaints. 

4. Location of underground Company facilities and customer-owned 
gas service lines for contractors, builders, plumbers, etc. 

5. Service calls for routine cut-ins, when the order is received prior to 
12:00 P.M. on a regular work day will be considered as non- 
chargeable regardless if work is performed outside of normal 
working hours. 

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS 
HOURS - For service requested by customers after the Company's 
normal business hours, a charge will be made for labor at standard 
overtime service rates and material at retail prices. 

Customers requesting service after the Company's normal business hours 
will be informed of the after hour service rate and encouraged to have the 
service performed during normal business hours. 

16. NOTICE TO DISCONTINUE GAS SERVICE - Customers desiring to 
have their gas service discontinued shall notify the Company during 
regular business hours, one business day before service is to be 
disconnected. Such notice shall be by letter, personal visit or telephone 
call to the Company's local business office, in communities in which an 
office is maintained. In other communities such notice shall be given to 
the Company's representative who services the community or to the 
nearest business office. Saturdays, Sundays and legal holidays are not 
considered business days. 

17. INSTALLING TEMPORARY METERING FACILITIES OR SERVICE - A 
customer requesting a temporary meter installation and service will be 
charged on the basis of direct costs incurred by the Company. 

18. RECONNECTION FEE FOR SEASONAL OR TEMPORARY 
CUSTOMERS - A customer who requests reconnection of service, at a 
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location where same customer discontinued the same service during the 
preceding 12-month period will be charged the Basic Service Charge 
applicable during the period service was not being used or a minimum of 
$30.00 during normal business hours. The minimum will be based on 
standard overtime rates for reconnecting service after normal business 

I 
I c  

hours. 

Transportation customers who cease service and then resume service 
within the succeeding 12 months shall be subject to a reconnection 
charge of $160.00 whenever reinstallation of the remote data acquisition T 
equipment is necessary. 

DISCONNECTION OF SERVICE FOR NONPAYMENT OF BILLS - All 
amounts billed for service are due when rendered and will be considered 
delinquent if not paid by due date shown on the bill. If any customer shall 
become delinquent in the payment of amounts billed, such service may be 
discontinued by the Company under the applicable rules of the 
Commission. The Company may collect a fee of $30.00 before restoring 
gas service which has been disconnected for nonpayment of service bills 
during normal business hours. Standard overtime rates will apply for 
services performed after normal business hours. 

DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN 
NONPAYMENT OF BILLS - The Company reserves the right to 
discontinue service for any of the following reasons: 

a. In the event of customer use of equipment in such a manner as to 
adversely affect the Company's equipment or service to others. 

b. In the event of tampering with the equipment furnished and owned 
by the Company. 

c. For violation of or noncompliance with the Company's rules on file 
with the Commission. 

d. For failure of the customer to fulfill the contractual obligations 
imposed as conditions of obtaining service. 
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e. For refusal of reasonable access to property to the agent or 
employee of the Company for the purpose of inspecting the 
facilities or for testing, reading, maintaining or removing meters. 

The right to discontinue service for any of the above reasons may be 
exercised whenever and as often as such reasons may occur, and any 
delay on the part of the Company in exercising such rights, or omission of 
any action permissible hereunder, shall not be deemed a waiver of its 
rights to exercise same. 

Nothing in these regulations shall be construed to prevent discontinuing 
service without advance notice for reasons of safety, health, cooperation 
with civil authorities, or fraudulent use, tampering with or destroying 
Company facilities. 

The Company may collect a reconnect fee of $30.00 before restoring gas 
service which has been disconnected for the above causes. 

21. UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is N 
defined as any deliberate interference or tampering with a Company meter, 
pressure regulator, registration, connections, equipment, seals, valve, 
procedures or records resulting in a loss of revenue to the Company. 
Unauthorized service includes reconnection of service, that has been 
terminated, without the Company's consent. 

a. Types of unauthorized use of service includes, but is not limited to, 
tampering or unauthorized reconnection by the following methods: 

1. Bypass piping around meter. 
2. Bypass piping installed in place of meter. 
3. Meter reversed. 
4. Meter index disengaged or removed. 
5. Service or equipment tampered with or piping connected ahead of 

meter. 
6. Tampering with meter or pressure regulator that affects the 

accurate registration of gas usage. 
7. Gas being used after service has been discontinued by the - 

Company. 
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8. Gas being used after service has been discontinued by the 
Company as a result of a new customer turning gas on without the 
proper connect request. 

b. Any charges for damage to Company property will be billed to the 
customer. The customer may also be charged for: 

1. Time, material and transportation costs used in investigation or 
surveillance. 

2. Estimated charge for non-metered gas. 
3. On-premise time to correct situation. 
4. A minimum fee of $30.00 will apply. 

All such charges shall be at current standard or customary amounts 
being charged for similar services, equipment, facilities and labor by 
the Company. 

c. Reconnection of Service: 
Customer service disconnected for any of the above reasons shall be 
reconnected after a customer has furnished satisfactory evidence of 
compliance with Company's rules and conditions of service, and paid 
any service charges which are due, including: 

1. All delinquent bills, if any; 
2. The amount of any Company revenue loss attributable to said 

unauthorized use of service; 
3. Expenses incurred by the Company in replacing or repairing the 

meter or other appliance, costs incurred in preparation of the bill, 
and costs outlined in paragraph b. above; 

4. Reconnection fee applicable; and 
5. A Cash deposit, the amount of which will not exceed the maximum 

amount determined in accordance with §V, paragraph 6 
CONSUMER DEPOSITS. 

22. GAS METER TEST BY CUSTOMER REQUEST - Any customer may 
request the Company to test its gas meter. The Company shall make the 
test as soon as possible after receipt of the request. If a request is made 
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within one year after a previous request, the Company may require a 
deposit as follows: 

Meter Ratinq Deposit Amount 

Residential 
All 

Non-Residential 

425 CFH* or less 
426 CFH to 1000 CFH 
Over 1000 CFH 

* Cubic feet per hour 

The deposit shall be refunded only if the meter is found to have an 
unacceptable error, as defined in the Commission's regulations. 

23. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS: 
Rate 102 - Residential Rate for Regular Employees 
Rate 119 - Interruptible Gas Service Extension Policy 
Rate 120 - Firm Gas Service Extension Policy 
Rate 124 - New Installation, Replacement, Relocation and Repair 

of Gas Service Lines 
Rate 134 - Rules and Policies for Implementing Master Metering 

Restrictions 
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The rate for residential gas sewice for regular employees of Montana-Dakota Utilities Co., 
MDU Resources Group, Inc., and all wholly-owned subsidiaries of MDU Resources 
Group, Inc., shall be computed at the applicable rate, and the amount reduced by 33 
113%. This is available only for residential use, in a single family unit, sewed by the 
Company to a regular employee who has been continuously employed at least six months 
and is the principal support of the household in which employee resides, or is the spouse 
of the principal support. 
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide 
interruptible sales or interruptible transportation service to customers, except for 
customers served on Rate 66, is as follows: 

1. Contribution 

a. Prior to construction, the customer shall contribute an amount equal to the total 
cost of construction including all gas main extensions, valves, tap setting and 
associated equipment, barricade, service line(s), regulators, meters (excluding T 
remote data acquisition equipment), any required payments made by the 
Company to the transmission pipeline to accommodate the extensions, and 
other costs as adjusted for federal and state income taxes. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction or, 

ii. The customer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the total contribution required 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or written guarantee 
commitment, shall be effective for a five-year period commencing at the 
plant in service date, and is subject to approval and acceptance by the 
Company. If at the end of the original five-year term, a contribution 
requirement exists for the subject project, the surety or guarantor shall 
pay the Company for such contribution requirement, or 

iii. Customer, upon approval by Company, may finance the amount of the 
required contribution subject to the following conditions: 1) maximum 
contribution to be financed shall be determined by the Company at its sole 
discretion, 2) maximum term shall be five years, 3) interest will be 
charged at the Company's incremental weighted cost of capital. 
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c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may be 
made. 

d. Remote data acquisition equipment costs shall be subject to the terms and 
conditions specified in Transportation Service Rates 81 and 82. 

2. Refund 

a. If within the five-year period from the extension(s) in service date, the total of 
the customer's contribution and actual margin paid to the Company equals or 
exceeds the total present value of the revenue requirement associated with the 
extension, Company shall refund the amount exceeding the revenue 
requirement on the following basis: 

i .  Annually, beginning at the 2nd anniversary of the extension(s) in service 
date, the Company will refund to the customer, the amount exceeding the 
total present value of the revenue requirement at a rate of 50% of the 
current year margin associated with the customer's actual throughput. 

ii. Customers who have posted a bond, letter of credit, or a written guarantee 
commitment will be notified of any reduction in surety or guarantee 
requirements based on the above calculation. 

iii. No refunds will be made for amounts less than $25.00. 

b. Interest will be calculated annually by the Company on any refund amounts and 
shall be equal to the average commercial paper interest rate (AIIPI), not to 
exceed 12 percent per annum. 

c. No refund shall be made by the Company after the five-year refund period has 
expired, and in no case shall the refund, excluding interest, exceed the amount 
of contribution made by the customer. 
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide firm 
sales or firm transportation service to customers is as follows: 

A. General Rules and Requlations Applicable to all Firm Service Extensions 

An extension will be constructed without a contribution if the estimated capital 
expenditure is cost justified as defined in paragraph A.3. 

The Company may require customer or developer cost participation if the 
estimated capital expenditure is not cost justified. 

The extension will be considered cost justified if the calculated maximum 
allowable investment equals or exceeds the estimated capital expenditure 
using the following formula: 

Maximum Allowable Investment= 

/Annual Basic Service Charqe + (Proiect Estimated 3rd Year Annual Dk x 
Distribution Delivery Charqe))/Levelized Annual Revenue Requirement Factor 

Cost of the extension shall include, if applicable, the gas main extension@), 
valves, tap setting and associated equipment, barricade, service line(s), any 
required payments made by the Company to the transmission pipeline 
company to accommodate the extension(s), and other costs excluding the 
distribution meter and regulator. 

The service line is that portion of the gas service extending from the main to T 
the connection at the house regulator and/or meter. 

Where cost participation is required, such extension is subject to execution of 
the Company's standard agreement for extensions by the customer or the 
developer and Company. 

A refund will be made only when there is a reduction in the amount of 
contribution required within a five-year period from the extension(s) in service 
date. Interest will be calculated annually by the Company on any refund 
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amounts and shall be equal to the average commercial paper interest rate 
(AIIPI), not to exceed 12 percent per annum. 

No refund shall be made by Company after the five-year refund period and in 
no case shall the refund excluding interest, exceed the amount of the 
contribution. 

7. The Company reserves the right to charge customer the cost associated with N 
providing service to customer if service is not initiated within I 2  months of 
such installation. I 

B. Customer Extensions 

Cost participation for extensions where customers will be immediately available for 
service is as follows: 

I. Contribution - 

a. When a contribution is required, the customer(s) shall pay the Company 
the portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

I. A one-time payment prior to construction, or 

ii. Payment of 25% of the contribution prior to construction and the 
balance in no more than twenty-four equal monthly installments. If 
customer discontinues service within the twenty-four month period, 
the balance will be due and payable upon discontinuance of 
service, or 

iii. Customer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the required contribution 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or written 
guarantee commitment, shall be effective for the original five-year 
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term and is subject to approval and acceptance by the Company. If 
at the end of the original five-year term, a contribution requirement 
exists in the subject project based on a recalculated maximum 
expenditure, the surety or guarantor shall reimburse the Company 
for such recalculated contribution requirement, or 

iv. Customer, upon approval by Company, may finance the amount of 
the required contribution subject to the following conditions: 1) 
maximum contribution to be financed shall be determined by the 
Company at its sole discretion, 2) maximum term shall be five 
years, 3) interest will be charged at the Company's incremental 
weighted cost of capital. 

c. Upon completion of construction, the contribution amount will be adjusted 
to reflect actual costs, and an additional charge may be levied or a refund 
may be made. 

d. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volume exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. 

e. The recalculated contribution requirement shall be collected from the new 
applicant@). 

2. Refund - 

a. The Company will refund to the original contributor(s) the amount required 
to reduce their contribution to the recalculated contribution requirement. 
No refunds will be made for amounts less than $25.00. Customers who 
have posted a bond, letter of credit, or written guarantee commitment will 
be notified of any reduction in surety or guarantee requirements. 

b. No refunds will be made until the new applicants begin taking service from 
the Company. 
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c. If the addition of new customers will increase the contribution required from 
existing customer(s), the extension will be considered a new extension and 
treated separately. 

3. Incremental Expansion Surcharge - 

a. The Company, in its sole discretion, may offer an Incremental Expansion 
Surcharge (Surcharge) to groups of customers requesting service totaling 
10 or more when the total estimated cost would otherwise have been 
prohibitive under the Company's present rates and gas service extension 
policy. The contribution requirement to be collected under the Surcharge 
shall be the amount of the capital expenditure in excess of the Maximum 
Allowable Investment determined in accordance with paragraph A.3. 

i. A minimum up-front payment of $100.00 will be collected from each 
customer who signs an agreement to participate in the expansion. 

ii. For projects that are expected to be recovered within a 5-year period, 
the Surcharge shall be set at a fixed monthly charge of $5.00 per 
month plus $1.50 per dk. 

iii. For projects that are not expected to be recovered within a 5-year 
period, the Surcharge shall be set at a fixed monthly charge of $5.00 
per month plus a commodity charge designed to provide recovery of 
the contribution requirement. 

b. The Surcharge shall remain in effect until the net present value of the 
contribution requirement, calculated using a discount rate equal to the 
overall rate of return authorized in the last rate case, is collected. 

c. The Surcharge shall apply to all customers connecting to natural gas 
service within the expansion area until the contribution requirement is 
satisfied. 

d. The net present value of the Surcharge will be treated as a contribution-in- 
aid of construction for accounting purposes. 
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C. Developer Extensions 

Cost participation may be required for extensions such as a subdivision or mobile 
home court, in which a developer is installing roads, utilities, etc., before housing is 
built. 

1. Contribution - 

a. When a contribution is required, the developer shall pay the Company the 
portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction, or 

ii. Developer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the required contribution 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or a written 
guarantee commitment, shall be effective for the original five-year 
term and is subject to approval and acceptance by the Company. If 
at the end of the original five-year term, a contribution requirement 
exists in the subject project based on a recalculated maximum 
expenditure, the surety shall reimburse the Company for such 
recalculated contribution requirement, or 

iii. Developer, upon approval by Company, may finance the amount of 
the required contribution subject to the following conditions: 1) 
maximum contribution to be financed shall be determined by the 
Company at its sole discretion, 2) maximum term shall be five years, 
3)  interest will be charged at the Company's incremental weighted 
cost of capital. 

c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may 
be made. 
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2. Refund - 

a. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volumes exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. Such recalculation shall 
be done annually based upon the anniversary of the extension(s) in service 
date. 

b. The Company will refund to the developer the amount required to reduce 
their contribution to the recalculated contribution requirement. No refunds 
will be made for amounts less than $25.00. Developers who have posted a 
bond, letter of credit, or written guarantee commitment will be notified of any 
reduction in surety or guarantee requirements. 

c. If the addition of new customer(s) will increase the contribution required 
from the developer, the extension will be considered a new extension and 
treated separately. 
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The Company will install, at its expense, a service line extending from the main to 
the connection at the premise regulator and/or meter for all customers connected 
on and after (effective date of tariff) and all replacement service lines installed on 
and after (effective date of tariff). The service line installed by the Company will 
remain the Company's property. 

A non-refundable contribution may be required for that portion of the service line 
cost not supported by the expected or actual connected load. The contribution 
requirement will be determined based on minimum footage allowances determined 
annually taking into account the maximum allowable investment defined in Rate 
120 and the average installed per foot cost. The Company reserves the right to 
charge customer the total cost of the installed service line if service is not initiated 
within 12 months of such installation. 

The portion of the service line not cost justified shall be charged to the customer 
on the basis of direct costs to the Company. The Company may, at its option, 
calculate a statewide average cost per foot for such work based on its experience 
and may use such calculated amount for billing purposes. No minimum amount 
shall apply. 

Where service line location changes are required due to building encroachments 
(a building is being constructed or is already located over a service line, etc the 
customer shall be charged on the basis of direct costs incurred by the Company. 

Whenever a service line is damaged the customer or someone under the employ 
of the customer necessitating the service line to be either repaired or replaced in 
whole or in substantial part, such work shall be charged for on a direct cost basis. 
If the damage was caused by independent contractors, not in the employ of the 
customer, the charges shall be billed directly to such contractor. 

Service line changes necessary to increase the size and capacity of an existing 
service line because of increased demand shall be treated in accordance with 
paragraph 2 above. 
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Section 1. Definitions 

"Multiple occupancy building" shall mean any building which contains more than 
one residential or commercial unit. 

"New multiple occupancy building" shall mean any building for which the physical 
labor involved in the erection of such building started on or after June 13, 1980. 

"Existing multiple occupancy building" shall mean any building for which the 
physical labor involved in the erection of such building started before June 13, 
1980. 

"Mobile home court or trailer park" shall mean any such mobile home courts or 
trailer parks in which residence is predominantly either permanent or long term, 
and shall not include mobile home courts or trailer parks in which residency is 
highly transient, such as campgrounds for recreational vehicles or trailers used for 
recreation or vacations. 

"New mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced on or after June 
13, 1980. 

"Existing mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced before June 13, 
1980. 

"Master metered service" shall mean gas service provided to more than one 
residential or commercial unit through a single meter. 

"Individually metered service" shall mean gas service provided to one residential 
or commercial unit through a single meter which serves that unit only and no other 
unit. 

"Company" shall mean Montana-Dakota Utilities Co. 

- 
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Section 2. Applicabilitv 

Natural gas service to new multiple occupancy buildings and mobile home courts 
or trailer parks shall be provided as individually metered service only unless 
specifically exempted by one or more of the provisions contained in Section 3 
below. 

Section 3. Exceptions 

Residential multiple occupancy buildings consisting of no more than two units, one 
of which is owner occupied, may be served by one master meter. 

The following multiple occupancy buildings or facilities may be served by master 
meter: 

(i) Hospitals 
(ii) Nursing or convalescent homes 
(iii) Transient hotels or motels 
(iv) Dormitories 
(v) Campgrounds 
(vi) Residential facilities of a transient nature 

Existing multiple occupancy buildings (construction of which commenced before 
June 73, 7 980) which are presently receiving master metered gas service may 
continue to be served on a master metered basis. 

Master metered gas service provided for central heating or cooling systems, 
central ventilating systems or for central hot water heating systems. 

Service to multiple occupancy buildings constructed, owned or operated with 
funds appropriated through the U.S. Department of Housing and Urban 
Development, or any other federal or state government agency, shall be served by 
individual meters. If such individual metering requirement is inconsistent with 
regulations promulgated by such department or agency, service on a master 
metered basis is allowed. 
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(f) Existing mobile home courts and trailer parks may continue to be 
served on a master metered basis, subject to Section 5 of this tariff. 

Section 4. Remodelinq and Renovation 

Where there is an existing multiple occupancy building receiving master metered 
gas service which is substantially remodeled or renovated for continued use as a 
multiple occupancy building, for which the physical labor for remodeling or 
renovation is begun after June 13, 1980, gas service to the units after completion 
of the remodeling or renovation shall be on an individual metered basis, unless the 
owner of such building demonstrates to the South Dakota Public Utilities 
Commission that such conversion would be impractical, uneconomical or 
unfeasible, and the owner of such building provides the Company with evidence of 
the South Dakota Public Utilities Commission decision. 

Section 5. Owner or Operator Charqe for Gas Service 

(a) Gas service to an existing master metered multiple occupancy building, if not 
otherwise prohibited by this tariff, shall be provided only upon condition that 
charges for gas made by the owner or operator to each tenant or occupant shall 
be equal to each tenant's or occupant's pro rata share of the total amount charged 
to the owner or operator by the Company in proportion to the ratio of the total 
square foot floor area of the building. 

(b) Gas service to an existing master metered mobile home court or trailer park shall 
be provided only upon condition that charges for gas made by the owner or 
operator of such court or park to each tenant or occupant shall be equal to such 
tenant's or occupant's pro rata share of the total amount charged to the owner by 
the Company in proportion to the ratio of the square foot floor area of each 
tenant's or occupant's unit to the total square foot floor area of the mobile home 
court or trailer park. 
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Section 6. Variation 

Any variation from the above rules will only be made after the owner or operator 
provides evidence of South Dakota Public Utilities Commission approval of such 
variation. 

All other rules and regulations of Montana-Dakota which govern gas service in 
South Dakota and which do not conflict with the provisions of this rule shall apply to 
gas service provided to new and existing buildings which are subject to this rule. 
The customer is responsible for ascertaining and complying with all applicable rules 
and regulations of any governmental authority having jurisdiction over the subject 
matter of this rule. 
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' CONSUMER'S DEPOSIT RECEIPT 

~eceived of: 

Date 

Deposit Nbr 

Deposit Amount ' 
Service Address 
135 WESTGATE RD .LOT 1'50 
BOX ELDER SD 57719 

Account 
. . ( '2.3 

A deposit of F . 7  is received as security for the 
payment of any amomt which may become due Montana-Dakot* 
Utilities Co., for utility services ahd,is not to be 
considered a payment on account. If at any time a bill of 
the customer is not paid within 22 days after date of 
presentation, the deposit may, at the option of the company, 
be applied to the account thereof. 

This deposit will be refunded, with interest, provided all 
bills have been paid in Zull and service is no longer desired 
or when customer has established satisfactory credit in 
accordance with the public service or utility commission 
rules. This deposit will bear interest at the rate'of 7.00 % 
or at a rate equal to the rate required by the public service 
or utiIities commission on an annual basis. Interest shall 
accrue from the date payment is made on the deposit until the day 
the deposit is refunded or upon discontinuance of service. 
Interest shall be credited to the customer's account annually 
during the month of December. This statement shall constitute 
a receipt'of said deposit and shall not be transferable. 
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NEW CUSTOMER APPLICATION CARD - GENERAL SERVICE 

XISOZIS-011 IR.v.111871 MONTANA-DAKOTA UTILITIES CO. , . f r o n t  
NEW CUSTOMER APPLICATlOrJ CARD - GENERAL SERVICE 

Business Name: Acct. Na: 
SeMce Address: 
Mailing Address: /If diffennrl 

Business Phone: Home Phone: 

Type of Business Activity: 

Owner of Building: ,me 
(Adanssl 1pn0ns1 

Type of Service Requested: Electric 0 Gas 0 Date Service To Begin: 1 I 

Previous Address: 
I Ireel ICWi 1SUlSl 

Gm. Serv. Cust. of MDUsat Fkv. ~ddress:'m 0 NOD 
Whwl lWhnl 

Legal Starus: Corporation 0: Partnership 0; Sole ProprietorshipO; tn.h-.t 

Name, Address and Phone of Owners, Parmers. Officers or ~ocal'~epresenrati&" 
(N-l IAdarsarl IPhDml 

back 
Applicant whose signature appears below hereby grants permission t o  MDU t o  enter 
applicant's premises a t  all reasonable times for the purpose of installing, connecting, 
reading, inspecting, operating, disconnecting or removing the company pipes, wires, 
meters or other equipment and warrants that  applicant has authority to  grant 

this permission. 

Date: Signature: 

Title: 

DO NOT WRITE BELOW - FOR OFFICE USE ONLY 

Identification: Current Driver's License-State No. 

OR Social Security Number: 

Deposit or Security Required: Yes No 0 Amt. Date: I I 
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MONTANA-DAKOTA UTILITIES CO., i 
GAS METER ORDER ! : 

. ' I  

THE FOLLOWINO NEED 

PILOT WSPEN UYms UNa 

DISTAIIUTION ACCT. UVo. U Ne 

TRANSYlSSlWACCT. OVos ONa 

OELWERYPMHT tl; 

I DNVERVWE: 

OROER RECEIVED BV: 

I 

Date Filed: December 30,2002 Effective Date: 

TELEPHONE NO.: 

Issued By: Donald R. Ball 
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CONNECTYETER FOR: . . OISCONNECTYETER FOR: 

HOW RECEIVED: 
.lELEPHONE U 

HPERSON u 
.LElTER II 

MAILIflG AOORESS (A110 IF OIFFEREW) SERVICE MORESS: CITY LUIITS: 
IN 0 OUT 0 

Docket No.: 

TIME: 
. . . . .  

CUSTWER CUSS W 

ACCOUNT NO.: 

' 

DEPOSIT; I HO DEPOSIT REOUIREO: I FORWARDIN0 AOORESS: 

RATE: 

WAMEOF PERSON PUEIHG OROER: 

SERVICE AE(1UESTEI): 

GAS ONLY 0 U S  A ELECTRIC 0 
PREVIOUS ADDRESS: 

DATE: TOWN: 
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STANDARD CUSTOMER BILL 

I 
MONTANA-D-TA H 
UTILITIES CO. 
A Division of MDU Resounes G r o u ~ .  Inc 

Page 1 of 1 

~ ~ . . 
RLTE BDIGOYLEB AND SUBTOHER IHFOAUIVOW I R E  
IVAIU IU I?  UPOH l E O U M U O  0.N OIITIIIIID I T  THE 
UONT*W.OUOTA VTYTne. 50. OCIISE -,lo M: CHECK HERE FOR MAlUNG ADDRESS 

f DIRECT PAYMENTS TO 
n CHANmE (SHOW CHANGES BELOwl 

MONTANA-DAKOTA UTILITIES 00. 

PLEASE PAW THIS AMOUNT 

P L W E  RETVRN THIS STUB WTH YOUR PAYMELn. IF PAYIN- IN PERSON. ER IN0  M E  EKnRE E l U .  
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MONTANA-DAKOTA UTILITIES CO 
Account Number: 66% 34 

DISCONNECT NOTICE 
WE WANT TO CONTINUE OUR DEPENDABLE SERVICE TO YOU, 
OUR VALUED CUSTOMER. BUT YOU MUST TAKE ACTION NOW. 

Service Address: 

PLEASE CONTACT US NOW T~ AVOID ANY INCONVENIENCE 

Date: 

UTILITY: 
DEPOSIT: 

PAST DUE 

$ 0 . 0 0  

CURREN? ACCT BALANCE 
s $ 

$0.00 SO. uu 

service 

Direct inquiries to: 
MONTANA-DAKOTA UTILITIES CO 
PO BOX 1060 
RAPID CITY SD 67709 
1 605 342 0187 

~ i r e c t  unresolved complaints to: 
SD PUBLIC UTILITIES COMMISSION 
500 E CAPITOL 
PIERRE SD 57501 
1 800 332 1782 
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MONTANA-DAKOTA WMLITIES CO. 
A Divinion of MDU R s s o u ~ a  Groum Inc 

APPLICATION FOR INTERRUPTIBLE NATURAL GAS SERVICE 

The undersigned hereby makes application to Montana-Dakota Utilities Ca, hereinafter referred to aa the Company, 
for interruptible natural gaa service, at the location shown below. 

Application ie a non-residential retail customer of the Company and in order to secure a rate differential bs 
pmvided under the terms and conditions of the Company's Rate Schedule . Applicant 
agmse to discontinue uee of natural gaa ' "ately upon notice fmm the Company, on natural gae equipment 
having alternate fuel. capability or on such equipment which qualifies customer for interruptible aervica Applicant 
agrees not to resume the use of natural gaa during periods of interruption until informed that it may do so by 
the Company. 

During periods of interruption, applicant may continue the use of natural gas on firm usage equipment as 
listed below. 

Company's rates and services are subject to regulation and Applicant will be bound by any changes aa approved 
by the applicable regulatory authorities. 

INTERRUPTIBLE EQUIPMENT 

& No. of Unite Input (cfh) Standby Fual Peak Day Usage CMCF) 

Type & No. of Unita 

FIRM USAGE EQUIP- 

Input (&) Peak Day Usage (MCF) 

ADDRESS: 

CITY AND STATE: 

MDU CUSTOMER ACCOUNT NO.: 

APPROVED: 

MONTANA-DAKOTA UTILITIES CO.. 
A Diviaion of MDU Rssoorcss Gmup. I n c  

By: 
(Division Manager) 

DISTRIBUTION: 
1 Copy to Diviaion Gaa Suparintsndnnt 
1 Copy to Divinion Manaper 
1 Copy to Division Accnunting Adminimhntor 
1 Copy to Qu Diipatehinp Superintandant 

(WEll-Glmadivsl 
1 Copy to Crutomsr 
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C USTOnER INFORMATION BOOKLET 

ADDITIONAL CUSTOMER. 
INMRMATION FOR 

SOUTH DAKOTA CUSrOMERS 

.rrb Ham. -. q- 
-c.U.d.w.~.ld.l.hru 
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CUSTOMER INFORMATION BOOKLET 
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USE OF SERVICE 

1001411161) 
IIkr 2/88) 

' MONTANA-DAKOTA UTILITIES CO. 
DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 

Today we inspected your gaslelectric service. installation. thia inspection has mvaahd 
thmt you a n  obtaining unauthorized garlelectric service at tha addmsr shown below. 
Under rules and regulations filed with, and approved by. the Public Utility Cornmiasion 
of , service can be terminated because of this irregularity. b 
avoid discontinuance of service bring this card to our office, no later than I 

at the address shown below, and we will discuss the conditions under which your gashlectric 
service will not be interrupted. 

MONTANA-DAKOTA UTILITIES CO. Date: 

Address: Customer. 

Address: 

Telephone Na: 

Meter NIX 

WHITE - Customer YELLOW - Rk 
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Would you like to be a designated Third Party? 
Montana-Dakota Utilities 
Co. (MDU) has a program 
.available called 'Third Party 
Notice." The purpose of 
the program is to help avoid 
any hardship which could 
result from disconnection 
of service by alerting a 
third party to such action in 
advance. This voluntary 
program would most 
benefit customers who are 
ill or eFerly and live alone. 

Under the "Third Party 
Notice" program, if it would 
be necessary to disconnect 
service due to nonpayment 
of'past due bills, the 
customer as well as the 
designated third party 
would be notified'prior to 
the disconnect date. Thb 
third party would then. have 
the right to contact,MDU 
and declare the customer's 
inability to pay and enter ' 

into a payment arrangement 
for the customer. 

A third party can be a 
friend, relative, church or 
any community agency. ' 

The designated third party 
will have the right to receive 
and provide information 
regarding the customer's 
personal circumstances. 
Please talk with this third 

party before .you tell MDU 
this person will help you. 
The third party will not be 
responsible for payment of 
the custo'mer.'s bill. . . 

If your personal circum- 
stances require that a third 
party be aware of .a 

..potential disconnection of 
your utility service, please 
complete and detach the 
form provided and return it 
to MDU as soon as possible. 
If you know of someone 
who might benefit from 
third party notification, 
p1ease.M them know of it. 
As individual circumstances 
frequently may change, 
'Third Party Notices are 
'valid for one year only, 
and an annual renewal is 
required. Please complete 
the form and return it to 
MDU - even if you have 
done so before. 

For information of 
public agencies and 
community organizations 
which may be able to 
assist in payment of wiqter 
utility bills, please call 
the telephone number 
found on.your utility bill or 
write to the MDU office 
address, also found on 
your utility biH. 

Request For A ' 

Third Party Notification 
(To bewalid through November,2003) 

Customer Name: (Please print) 

Address: 

City: , State: Zip: 

Telephone Number; 

Acmunt Number from Bill: 

MONTANA-DAKOTA UTILITIES GO, has my permission lo pmvide 
information to and accept inlormation from Ihe parly 
named below. ' 

Customer Signature: 

Date: 

Name of Third Party to be Not i fW (Please print) 

Address: 
City: Slate: Zip: 
Telephone Number: 

MONTANA-DAKOTA UTILITIES C.O. will make every efforl to 
send a copy of the Notice of Proposed Disconnedion to the party 
specified. The customer making the request underslands that 
MDU assumes no liability for failure otthird partylo receive or act 
upon said Notice. 

Complete a// information and return to fhe MDU o f k  
address found on your bill as , m n  as possible. 
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m1.1111.101 
car. am?, 

MONTANkMKaTI UTlUllES CQ 
DEFWRED INSrALLMENT AGREEMENT FORM 

PAYMENT ARRANQ-rn 

DW D m  - 

FAILURE TO COMPLY WITH THIS AQREEMUYT WILL RESULT IN THE C O M M Y  
TUlNa m N  TO DISCONTINUE YOUR UTUJTY SERVICE. 

Nvrw ot UtHltv R.p.untatiH: Dau: 
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. ' W . l  

m. (tm MONTANAQAKOTA UTILITIES CO. 

AGREEMENT BY PROPERTY OWNER OR 
AGENT TO PAY UTILITY BILLS DURING 

PERIODS WHEN PROPERTY IS UNOCCUPIED 

Tha undrrrbnmd is ths ownsr..or th ownor's Wnt.  of r h o u ~  or rpanmnt at: 

Ir b my &sire th.1 Mont~naDatou Utilhhr Co. haw lu rutunl par andlor .kctric conk# 
wrmd on wan tl th. tanant or ocnnum. In whom mnu tb urvk. h mrmred. faowmu chat 

In corulkrmtbn of MMw-Dokol. WUthr Co. ddw DO. I . O I ~  to pry promptly a n y  mvka 
MU t r n k n d  for IS-. durlng th prbd ol d h m n l k v l M  of urv*. by a tanam 

In &a I nll thm pmrnlur, I rg1n to notlfy Montana-Ddota Ut l lhh  Co. in wrhinp'md unUl 
Montmnm-Ookotr W i W r  Co. mc#ivws wdr mtlfk.tbn. I wYI uwm Ylbllhv am Drwidd &ow. 

punuun to the ~ l a s  and mgula&ru of ihr rpplkrbk ~ u u l a t o y  apancy. h b agr1.d by rd 
k c w n n  Montana-Dakota W h k s  Co. and th undrnknd hot  in coma# who11 r trnrnl b . 
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PEPOSIT WARNING LETTER 

MONTANA-DAKOTA 'UTILITIES Wm 
A D i v k b a d M D U R # m r G N u p , k  
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DEPOSIT REQUEST 
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MONTANA-DAK(IIIA UTILITIES CQ 
A DlPlloo d MDU Arwor G~oup lac 

Data 

RE: kcouaL 
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OUR MDU REPRESENTATIVE WAS HERE at: O a.m. / 0 p.m. 
on at the address of: 

and found no one at home. 

YOUR SERVICE ACCOUNT IS SERIOUSLY PAST DUE! 
CONSIDER THIS YOUR FINAL NOTICE AND THAT YOUR 

GAS AND/OR ELECTRIC SERVICE WILL BE: 

DISCONNECTED ON: 
UNLESS PAYMENT OF: $ IS PRESENTED TO THE 
CREDIT DEPARTMENT OF MONTANA-DAKOTA UTILITIES CO. 
AT: 
BY 5:00 P.M. ON 

20124(3-80) (Rev. 4/00) 
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Cumtomor and Cangrmy mntmr i n t o  t h i m  Intarruptibla Oenmral Oam Bmrvicm Agrm,mmnt to  
hmva natural gam dalivmrrd by Conpany to Cumtour. 

WIR~SSXTXI Thm partiam hmreto, mach i n  conmidaretion of thm agraamnt of thm 
othar, asram am followm~ 

1.0 -. Dmlivmrimm md chargmm hmrmundmr aha l l  c-ncm am mpmcifimd i n  
Xxhibit .A9 attachmd harato m d  incorporatad hmrmin. Cumtmur agrmam t o  mntar into 
an agramnmnt f o r  mmrvicm haraundar fo r  a rinimm harm of 12 =nth.. Written notiao 
of tardnmtion by mithar C~~pmny or  Cuatoorr rumt ba givan a t  lmaat SO day# prior  
t o  the and of thm i n i t i a l  term. Ahaurt much tmdnmtion noticm, thm agra-t 
ahmll continua f o r  mdditionml t a m  of mquml lmngth u n t i l  rrittmn noticm i a  pivrrr, 
am provided hmrmin, p r io r  t o  tha md of any aubmmpumnt t a m .  

2. 0 DrLTVIP.Y P o I a ( s ) ,  DATE SQLmm (8) . ARa QuAnTITIBs. Dalivary of natural gam 
undar -11 Intmrruptiblm Omnaral Oam Sarvicm Ratm 71, o r  Largo Intmrruptiblm 
Oanmral Qam Smrvicm Rat. 15 by Co~pmy t o  Cumt-r mhmll ba am apmcifimd i n  
mttachad Xxhibit .Ag. 

2.1 DISPATCXINQ. Cumtopur w i l l  adhmrm t o  9.8 dimpatching policimm md procmduram 
mmtabli8hod by Cosppny t o  f a c i l i t a t o  mmrvicn under thin Agrm-t. Coepony w i l l  
i n f o a  Cuatmur of m y  changmm i n  dimpatching policimm t h m t  ruy a f fae t  thim 
Agrmmmnt am thmy occur. 

2.2 YrrraIlPO rn IMBrmamrr. Canpllny w i l l  u t a r  thm quantity of natural  gam 
dmlivarmd t o  Cumtour .at thm dalivmry point. much quantitimm w i l l  bm conclumivm 
upon both prrtimm unlmam much n t m r  i m  found t o  ba inaccuratm by wrm thmn tw 
pmrcmnt, i n  vbich cam. thm puurtity dmlivmrmd t o  C u m t o u r  mhall ha dmtmrrinrd by 
calculation, taking in to  conaidmration tho tima of p a r ,  thm mchadulm of Cuetowram 
oporntiona and o t h r r  partincmt fact.. Compmy rill t m m t  the mmaaur-t mquiplrrt 
i n  accordmnam with mpplicablm m t m t m  u t i l i t y  c d m m i o n  rulmm m d  rmgulmtiona. 

3.0 DLIINITIOIW 
Dmlivay Point - Thm point a t  which Cumttaur ammumam cuatody of thm gam baing 
dmlivarmd. Thim point w i l l  n o r v l l y  ba a t  thm outlmt of Commny'a matmr(.) 

arm Day - Ymmm a period of twmnty-four conmmcutiva hour., bmginning md 
ending a t  9100 a.m. Cmntral Clock T h a .  

Intmrruption - A mumpmnmion of intarrupt ibla  natural  gas amrpicm dmrud 
nmcammary by Corpmy purmumt t o  Ratam 71 o r  8 5  md 100. 

4.0 M. Tha ratma chargad m d  mmrvieam rmndmrmd Cumt-r, undar thia mgrm-t, 
mhall bm am mpmcifimd i n  applicablm Coqpuy tariff.  am approvad by thm approprimtm 
mtata u t i l i t y  comimaion. 
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 ha currmtly effact iva rata  undar thin Agrewnt  in auhjact t o  la a d j u r b t  to r  
col t  of purcha~ad 9.1 a# providad i n  Purchalad Qaa Coat A d j u ~ t u n t  l a t e  II. Co.pmy 
ihll luva tha r ight  t o  llodify tha ratas  c h w d  uul tha t a m  and eondit ion~ h m -  
under by u U n g  unilataral  rat. f i l i n g l  with tba appropdata ntata u t i l i t y  
c d 1 a i o n .  

4.1 E. In addition to thm r r t a l  rplcif iad .ban, C o q m y  lhll collact fro.  
Cu l tour  md Cumtomar agra.1 to  pay C q u r y  ury 1.l81, ula ,  u c i l a ,  or other lueh 
t u l a  urd ci ty fa.1 tha t  ara lagally mffactiw uul applicabla t o  tlu a a n i c a  
proridad horaundar. 

4.2 M T I R R I I ~ ~ B L E  BUS W 81RVIa. #an lea  lUld8r Pata 71  uul P.tr 15 11 
dapmdmt u p ~ n  tha ava i l lb i l i ty  of capacity on CrqW11 ~ y ~ t r  lad prior  d h  
of cuatnwrl a l m d  undar C q m y Q l  gmaral  1arVicl g n  ratam. C u l t m u  agraaa t o  
accmpt maniea harmunder i n  a c c o r h c a  with m u r y ' l  ' m t a  Bchsdullm an ~pbe i f i ad  
i n  hhibit 'An of thim Apra+nt. 

4.3 c w a I  M DAILY OPmTIOM. Mtmu agraan to no t i fy  Cqpury of changa~ i n  
C u a t ~ u r l l  natural 9.1 r a q u i r u n t l  am ~ p a c i f i d  i n  attachad -it 'Am. m u r y  
 hall not ha obligatad to  prorida daily md annual r a q u l r a u n t ~  i n  u c a m  of tlu 
daily and annual quanti t iar   at forth in h h i b i t  'A' un1.11 Coqpmy, i n  it1 lo la  
d i ~ c r r t i o n ,  d a t a d n a a  th t  i n c r a u d  qumt i t i a l  ara arai labla,  m d  a11 q u u r t i t i a ~  
haraundar lhll ba ruhjact  to  intarruptiar  d l a n i e a  priori t iam u pror idd  in 
Rate 71 md U t a  15. 

5.0 ABBIoAYnrr. Curtmar egram tbt it wil l  not a o d p  thin A p r o m t  mxcgt 
upon r r i t t m  c o n ~ m t ,  of C q u r y .  

6 .0  IWIHllI?ICATIOll. Cultmar agraal to  ind-ity nod hold Cca?ury h n l a l ~  f r m  
lay m d  a11 injury, 1011 o r  h g a  ralul t ing f m  Cuatmmr'e nagligmt o r  wronpful 
actn undar lad during the t a m  of thin- Iq ranan t .  -my . p a l  to i n d d f y  and 
hold Cultnwr h a n l a m ~  f r m  any a d  a11 injury, 1011 o r  dnaga  raaulting f r m  
Coqpanylr naglipant o r  nongful  act8 undar md dudng tho t a n  of this Agrmmmnt. 

1.0 YORm Ywmnr. m tha a m t  of a i t l u r  P u t y ' l  baing randarad wholly o r  in 
part  by force u j a u r e  un.bla tn carry out itm obllgationa undlr thir I q r a u n t ,  
t L n  t h  obligationl of tha Partiam harato, 10 f u  u t h y  u r n  l i tactad by auch 
forca u jaura ,  l h a l l  ha ~ u ~ p l n d r d  during tha' continumca of any in .b i l l ty  l o  
cauaad. luch cau~am or  contingmcial aIfacting tb partomanna of thin 4 r a l u n t  
Q ai thar  pu ty ,  hawawe, a h 1 1  not r a l i a w  it  of l i a b i l i t y  i n  th h . t  of it1 
concurring nagliganca o r  in tlu want  of it1 iai lura to  uba d w  d i l iguua  to  r v d y  
tha ~ i t u a t i o n  m d  r- tha c a u a  i n  m adaqutr  u n n a r  and with a11 r a a s d l a  
dirpatch, nor mhll much c a t u e ~  or contingmcier a f f a c t b g  tb pmrfor~nca  of thin 
Agra...nt r a l i n a  a i t h a r  p u t y  f m  it1 obligatirrm Lo d a  payunt r  nt -t. 
than dua harmuudu, nor  hall luch e a u a l  o r  con t ingmcia~  r a l i m  a i t l u r  p u t y  of 
l imbil i ty un1a11 ~ u c h  p u t y  1hl1 giva notica md Cull p a r t i c u l a n  of tha a m  in 
writing or by talaphona to  tha othar party 11 loon an poaaibla a f t u  tlu occurrnnca 
relimd on. If m l u u s  of Cwkmar'r RIB arm da~troyod whila i n  CW'I  polma#- 
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mion by m mvmnt of forcm nmjmurm, thm obligation8 of thm Partimm undmr thim 
Agrmmmmnt mhmll tmrminata with rmmpmct t o  thm voluxmm lont.  Thr tmrm .forcm 
.ujmurmm am uploymd hirmin a h 1 1  includm, but m h . 1 1  not bm limitmd t o  act. of W. 
ntrikmm, lockouta o r  othmr industr ia l  aimturb.ncra, fa i lu re  t o  perfora by m y  third 
party, which prrfo-cm i m  nmcmmmary t o  thm pmrfo-cm by aithmr C u m t a r  or 
Company undmr thim Agrmumnt, act. of thm public ur.my or  tmrroriatm, wars, hlock- 
adma, inmurrmctionm, riot., mpiddcm. landmlidmm, lightning, marthquakam, firma. 
atorma, floodm, wamhoutm, arrrmt md rmmtraint of ru l r ra  m d  proplrm, c iv i l  
dimturbancam, uplomionm, brmakagm o r  accidmnt t o  nmchinmry or linmm of pip., l ine  
fremmm-up, muddon pmrtial o r  auddmn mntirm fai lura  of Collrp.nyl# gam mupply, 
failurm t o  obtain artmrialm and mupplimm due to govmrmnmtal rmgulationm, And 
caummm of l i k a  o r  mimilar kind, whmthmr hmrmin mnummratmd or not, m d  not within 
thm control of thm party claiming mumpmnmion, and which by thm uarcimm of dum 
diligmnco much party i m  unrblm to wmrcou) providmd t h a t  tho umrcimm of durn 
diligmnca ahmll not rmquirm mmttluamnt of l rbor  dimputma mgainat thm bmttmr 
judgnu~t of thm Party having thm dimputm. 

Thm tmrm m20rcm mj.urrm am omploymd hmrmin mhall almo includm, but .hall not b. 
limitmd to, inab i l i ty  t o  obtain o r  acquirr, a t  rmamonrblm cost,  grant., mmrvitudmm. 
rightm-of-way, pmrmita, licmnmmm, or  any othmr authorimationm from th i rd  partima or 
agmnciam (privatm o r  govr-ntal) o r  inab i l i ty  t o  obtain o r  acqulrm a t  rmmmonablm 
comt nmcmmaary mtmrialm o r  muppliam t o  conatruct. ar intain,  and opmratm .xly 

facilitimm rmpllirmd f o r  the pmrfo-cm of my obligationm U I L ~ ~ L  thim Agrm-t, 
whmn my much inab i l i ty  dirmctly o r  indirmctly contributms to o r  rmmultm i n  mithmr 
Partyfm inab i l i ty  t o  pmrforr i t a  obligationm. 

9 .O RXCOW~ORY A ~ O R I T Y .   his Agrmumrnt i s  mubjrct t o  a l l  val id  lawm, ordmra, 
rulmm uid rmgulationm of any and a11 duly conmtitutmd authoritimm haring jurimdic- 
tion ovmr thm mubjmct mrttmr hmrmin md i e  mubjmct t o  the roaoipt of olny nmcmemay 
nuthoriaation f o r  thm intmrruptiblm mmrvicm contmlplatmd hmrmin. 

10.0 RIIIPORTIEC RIQUIREMBNTS. Cu8t-l. ah.11 fuZZliah C-BZIy a l l  i n f o m t i 0 ~  
bm rmquirmd o r  appropriate t o  corpply with reporting rmquir-tm of duly 
conmtitutmd muthoritirm having jurimdiation ovmr the mttmr hmrmin. 

I N  I f I M I S B  lWUOTr thm pmrtims havm duly mxmcutmd thia  Agrm-st am of the data 
and ymmr d a w m  writtmn. 

Plmamm typm o r  p r in t  the numa bmlor thm mignaturm line.. 
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T h i m  documont i m  an attmchmont to  thm Intmrrugtihlo Gmnmral Oam Bmrvico Agrommont 
hmtwmmn Xontana-Dakota Utilitiom Co. .nd &%=%$&&$3?=L$7! 

ptiblm natural  gam mmrvicm t o  it* f a c i l i t  located a t  
nd chargmm hormundmr .hall c-co on k%%-b% 

and u p i r o  on 

vrxinn M u h u m  
Intmrruptiblo Intorruptihlm 

Dolivory Ratm Dolivory Point Dolirmy Point 
Point Bchodulm Rat.* gu -- au t i ty  Pmr Day (dkL Annual Quantity (dk)  

C u m t - r  agromm to  no t i fy  Compury of cb.ngam i n  i t m  dmily natura l  goa rmqulr-tm 
i n  accordanso w i t h  tha following roquirmuntm~ 

Cumtamor runt  inform campany of the data tho Cumtemor'm f a c i l i t y  w i l l  mtart 

conmumins na tu ra l  gmm am wall  a8 thm data thm Cumtonmr coamom conmdng  natural  

pan. Thm Coxupmy mmt rocoivm thim information by 10100 a.m. Central Clock T i u  

tho day pr ior  t o  mithor immum limtmd ahwo. 

HOHTAM-DUCOTA Vl'ILITIlS CO., 
A Divimion of M D W  Rmmourcmm Group, I n c .  
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a i r  docwnt  i r  m r t t r c h n t  to tlu IJnarruptibla Qrnrrrl. 0.r #rrricr Agrrnmt 
&t.d batram ~ o n t w - ~ r k o t a  Utilitiam 

rr mmieo to i t 8  f ac i l i t y  l o c r t d  r t  

I her* rrquart that thrm daily .ui.m qumtitirr ba pmridsd to t h i ~  locrtioo 
purruut to UI rpprovad t i n  mturrl gu ralar tariff.  

ql .7,y 1%. .Y*y;j~:~,.32y2;$5,7i?: * t = ? ~ : ; ~ ~ ~ n d ~  ..4 , . . -.w:.. 
(u.1 supply D*parb.nt) 
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GAS TRANSPORTATION AGREEMENT 

THIS AGREEXENT, made t h i e  - day of , 20 , i s  by and between 
MONTANA-DMOTA UTILITIES GO. ,  a  Division of MDD Resources Group, Inc.. n Delaware 
corporation,  he re ina f t e r  ca l led  "Company", and , located  a t  

he re ina f t e r  c a l l e d  ~ C u e t m e r n .  

customer has entered i n t o  agrsemente t o  purchase n a t u r a l  gas and have t h a t  gas 
delivered t o  a * r e c e i p t  pointa  ueing Shipper(a) a s  npeci f ied  i n  a t tached Exhibit  
"An as  Shipper. Customer agrees t o  n o t i f y  Company p r i o r  t o  any change i n  
shipper(e)  and f u r t h e r  agree. t o  execute a new Exhibi t  "A9 p r i o r  t o  change of 
event. 

Customer nnd Company e n t e r  i n to  t h i s  Gas Tranoportation Agreement t o  have sa id  gas 
transported by Company from the " r e c e i p t  point"  to  a Udslivery po in tn .  

WITNESSETH: The p a r t i e s  hereto,  each i n  considera t ion  of the agreement of the 
other,  agree ae followsr 

1.0 E. Transpor ta t ion ,  de l ive r i e s  and charges hereunder s h a l l  commence on 
, - and e x p i r e  on , and @ h a l l  continue t h e r e a f t e r  u n t i l  

e i t h e r  pa r ty  furnishes  t h e  other p a r t y  30 days wr i t t en  no t i ce  of termination.  

2 .o  RECEIPT POINT (s) , DELIVERY POINT (s) , RATE SCIIEDDLE (s) , AND QUANTITIES. 
Delivery of na tura l  gae under Firm General Gas Traneportation Service Rate 84, 
~ n t e r r u i t i b l e  General Gas Transportation Service Rate 81, O r  I n t e r r u p t i b l e  
Indus t r i a l  Gas Transpor ta t ion  Sarvice Rate 82 ,  by Company t o  Customer a h a l l  be  a t  
or near the pointo whose locatione and maximum d e l i v a r y  Quantity per  day a r e  
described a s  followe. I n  the event s a i d  "Term of Rate", a s  spec i f i ed  i n  attached 
m~xh ib i t  En, i s  not  executed by both p a r t i e s  t o  t h i s  agreement, Customer agrees t o  
pay Company the  c u r r e n t l y  approved c e i l i n g  r a t e  a s  spec i f i ed  under 'Rate Schedule. 
below. Said "Term of  Rateg a h a l l  not  be  executed f o r  per iods  of 198s than 30 
days. 

Dk Maximum 
Rate Delivery Point 

Receipt Point Delivery Points  Schedule Quant i ty  P e r  Day 

Border s t a t i o n  

2.1 DISPATCHING - Customer wi l l  adhere t o  gas d ispatching po l i c i e s  and procedures 
established by Company t o  f a c i l i t a t e  nervics  under t h i e  Agreement. Company w i l l  
inform Customer of any changes i n  d ispatching p o l i c i e s  t h a t  may a f f e c t  t h i e  
Agreement a s  they occur.  

2 .2  METERING AM) WASUREMBNT - Company w i l l  meter t h e  quant i ty  of n a t u r a l  gas 
delivered t o  Customer a t  the de l ive ry  point.  Company w i l l  t e s t  meter i n  
accordance with app l i cab le  e t a t e  u t i l i t y  r u l e s  and regula t ions .  I n  addi t ion ,  the 
p a r t i e s  agree t o  the following t en t ing  and co r r ec t ive  procedures1 
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2.2.1 C U S T O M E R ~ S  METER - customer may i n s t a l l ,  ope ra t e  and maintain a t  i t s  so l e  
expense, equipment f o r  the purpose of measuring the  amount of na tu ra l  gas 
delivered ovar any measurement period (Customer m e t e r ) .  provided the  equipment 
sha l l  not i n t e r f e r e  with such del ivery  o r  with t he  Company's meter.  

2.2.2 ~LTERNATIVE MEANS O r  MEASWEMFXT - In the event  t h e  Company's meter i s  out 
of service,  measurement eha l l  be determined by t h e  following s t ep  process 
beginning wi th  s t e p  "a*  below: 

a. Using the  r eg i s t r a t i on  of the Customer's meter, i f  i n s t a l l e d  and 
accura te ly  r eg i s t e r ing  within two percent (2%) ( e i t h e r  high of  low)^ or 
b. In  the sbsence of accurate Customer meter ing ,  by making a ca l ib ra t ion  
t e s t  o r  mathematical ca lcula t ion ,  i f  t h e  percentage of e r r o r  i s  
ascer ta inable ;  or 
c. To the  ex t en t  customer'e meter c a l i b r a t i o n  t e s t ,  o r  mathematical 
ca l cu l a t ion  described above cannot be u t i l i z e d ,  by es t imat ing by reference 
to  q u o n t i t i e s  measured during periodo under e imi l a r  conditions when the 
Company's meter was regis ter ing  accuratelyi  o r  
d. To the  ex t en t  the  methods described above cannot be u t i l i z e d ,  by 
es t imat ing by reference t o  Customer's ope ra t ing  records f o r  the  period i n  
gums t i o n .  

2 . 2 . 3  TESTING - The accuracy of the Company's e l e c t r o n i c  measurement device and 
the  i n t e g r i t y  of the  meter oha l l  be tes ted  and c a l i b r a t e d  i n  the presence of the 
Customer a t  a minimum of once each year. In addi t ion .  flow t e s t i ng  and 
ca l ibra t ion  of t he  meter s h a l l  be perfonaed i n  compliance with ea tabl iehed Company 
policy f o r  l a r g e  meters a t  a minimum of once each  f i v e  years .  Company s h a l l  
forward a copy of ca l ib ra t ion  documentation t o  Customer. I n  the event t h a t  e i t h e r  
par ty  n o t i f i e s  t h e  o ther  t h a t  i t  deoires a t e s t  of t h e  accuracy of i t s  own o r  of 
t he  other p a r t y 1 s  meter, the p a r t i e s  s h a l l  coopera te  t o  secure  8 prompt 
ve r i f i ca t ion  of the accuracy of auch equipment. Notice s h a l l  be  addressed t o  
Company's Gas Superintendent a t  Company's - Office  and a h a l l  be i n  
writ ing a t  l e a s t  four teen days i n  advance of s a id  t e s t i n g .  

2 . 2 . 4  COSTS OF TESTING - company aha l l  bear t he  c o s t  of the  t e s t i n g  and any 
required adjustment of the Company's meter. In t h e  event  t h a t  Customer requests a 
t e s t i ng  of Company's meter a t  o ther  than the  s p e c i f i e d  i n t e r v a l s ,  Customer s h a l l  
bear  the c o s t  of t he  t e s t i ng  unless auch equipment i s  found t o  be  inaccurate by 
grea ter  than two percent  (2%) ( e i t h e r  high o r  low).  

2 .2 .5  CORRECTIONS OF MEASURING E Q ~ ~ P N E W T  - I f ,  upon t e s t i n g ,  the  Company's meter 
i s  found t o  be  accura te  within two percent (2%) ( e i t h e r  U g h  o r  low) a t  a flow 
r a t e  corresponding t o  the average hourly flow r a t e  f o r  na tu ra l  gas supplied by 
Company t o  Customer f o r  the period s ince  the  l a s t  preceding t e s t ,  previous 
recordings of such equipment sha l l  be  considered accu ra t e  i n  computing de l ive r i e s  
of na tura l  gas  hereunder, but Company meter s h a l l  b e  promptly adjus ted  t o  record 
co r r ec t ly  t o  t h e  ex t en t  possible.  I f ,  upon t e s t i n g ,  Company'e meter s h a l l  be 
found t o  be  inaccura te  by grea ter  than two percent (2%) ( e i t h e r  high o r  low) a t  a 
flow r a t e  corresponding to the average hourly flow r a t e  f o r  n a t u r a l  gas supplied 
by company t o  Customer f o r  the per iod since the  l a a t  preceding t e a t ,  then such 
Company meter s h n l l  be promptly adjusted t o  r eco rd  properly,  t o  the extent 
poss ib le ,  and any previous recordings by auch Ccmpany meter s h a l l  be correc ted  t o  
zero  e r ro r ,  t o  t he  extant  poss ib le ,  and Company e h a l l  promptly send t o  Customer a 
r epo r t  based on such corrected recordings and a r e v i s e d  invoice baaed on corrected 
readings wi th in  t h i r t y  days. I f  no r e l i ab l e  informat ion e x i s t s  a s  t o  when the  
Company meter became inaccurate,  i t  eha l l  be assumed f o r  co r r ec t ion  purposes 
hereunder Chat such inaccuracy began a t  a point  i n  t ime midway between t h e  t ee t ing  
d a t e  and t h e  l a s t  previous date on which the  Company meter was t a s t e d  and found t o  
be accurate o r  adjus tsd  t o  be accurate.  
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2.2.6 Y A T N T E H I  - Each par ty  mhall hmvm thm r i g h t  t o  bm prmaurt whmnavar tha 
other party rmada, clmmm, ch.ngam, rmpairm, inmpmcta, t a a t r ,  calibratam, or  
adjumta i t 8  -tar. Iach par ty  aha11 givm t h l y  noticm to  tha o t h r  party i n  
advancm of tmking m y  much action#. Potica mhall bm addemamad t o  C q a n y ' a  Gar 
Bupmrintmndant a t  Conprmnylm .-;..?A? ' -k - Officm. Each party .ha11 givm a t  
laamt 24 hour. notice to  thm othar party pr ior  t o  undartaking thm mbwm-damcribd 
ac t iv i ty .  

2.2.7 CIUROEB. PEHALTIEB, COBTB, OR XXPlurBIB - TO tha  mxtmnt t h a t  any pmnaltiam 
arm incurrad by Cumtomr m m  a r a a u l t  of thm inaccuracy of Compury'a nutar  gramtar 
t h m  two pmrcmnt (2I) (aithmr high o r  low), Compmy a h a l l  bm ramponriblm f o r  much 
pmnaltimm. 

2.2.8 XLECTRO#IC IPASDRsWBKT XQDIPMPT - Thm Cornpany'a mlectronic (Ymtrmtmk) 
mamuronmnt, ummd am a r w t a  t m d n a l  un i t  f o r  myatsm opmrationm, a q u i m t  i m  
mxcludad f r m  thm rmquiranmntm of limetion8 2.2.3, 2.2.3, 2.2.4, 2.2.5. 2.2.6. m d  
2.27.  Thm eati.utmd coat of tha inmtallmtion of mlactronic mamur-t mquipn~nt 
i n  conjunction with thim Agrm-t i a  $-. Cumtomr mgrama t o  prorid. t h i s  
mmount to  Caq~uay a t  thm t h  thim A g r m . ~ n t  i m  raturnad t o  Company f o r  mxaeution 
by Comp.nY. 

2.2.9 RECORD IIUMHATIOW - Customor #ha l l  have tha r i g h t  a t  a11 rmmmonmblm tk.1 
t o  m x d n a  tha book., rmcordm and chart* of Ccuipmy, for  a two ymu pariod 
mubamquant t o  thm immuance i n  wri t ing of a dimputa invoicm, t o  thm mxtant 
nmcmmmmy to  vmrify thm accuracy of any mtmtamnt, chargm o r  computation udm 
undmr o r  putmuant to any prwiaionm of thim mgrmemnt. 

Dalivmry Point  - Thm point  a t  which Cumtomr aaauum cumtody of thm gaa 
baing tranmportmd. Thim point  wi l l  normally be a t  thm o u t l a t  of Coapany'm 
mutmr(r) located on Cuatmmrla prdmmm. 

13.8 Day - Yaanm l pmriod of twmnty-four conaacutiva hours, .bmginning and 
snding a t  9100  a.m. Cantral Clock T h .  

Intmrruption - A munpmnaion of trmmportation o r  r a t a i l  natural  gam marwicm 
daemmd nmcmmmary by Company. 

Nomination - Thm da i ly  volunu, i n  dk, of na tura l  gar rmquamtmd by Cumtour 
f o r  t ransportat ion and dalivmry to  Cumtcasr a t  tha  dalivmry point  ovmr l 24 
hour p a r i d  c-ncing a t  9180 a.m. Cmntral Clock T h  mmch &y. 

Racaipt Point - Thm intmrtim batwmmn Company m d  the intmrconnmcting pipa- 
l ina(a)  a t  which point Company ammu~m cuatody of thm gaa being trmaportmd. 

Bhippmr - Tha party with whom thm pipalin* h . m  mntmred i n t o  a B a ~ i c a  
Agremcant f o r  trmmportation marvicm. 

4.0 e. Tha r a t e r  charged Cumt-r mhall ha am mpmcifiad i n  applicablm Company 
t a r i f f a  am approvrd by tha appropriatm mtata u t i l i t y  rmgulmtozy agancy. 

Thm currmntly affactivm r m t m m  arm attached harato and -dm a par t  hmraof. Carpmy 
aha l l  havm the r i g h t  to  modify eh. ratma chnrgad and thm t a ~  mud conditionm 
hmrmundmr by making uni la ta ra l  ra t -  f i l i n g #  with tha apprqrriat .  regulatory 
agmncy. 

4.1 FIRM NAlWnAL GAB ~ Q ~ I ~ B .  Cumtamr mgramm t o  a c c ~ t  maMcm hmrmundmr i n  
mccordanca with Conpanyla Rate 70, ma mpmcifimd i n  Xxhibit .Cg of thim Agrm-t 
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for Customer's firm requirements delivered through Customer's interruptible 
meterls). 
4.2 =. In addition to the rates epecified above, Company shall collect from 
Customer and Customer agrees to pay Company any sales, use, excine, or other such 
taxes and city fees that are legally effective and applicable to the aervice 
provided hereunder. 

4.3 REPLACEKENT OR SUPPLEMENTAL SALES SERVICE. Interruptible retail gas may be 
available at this location during the time that this Agreement is in force. 
Customer may request that Company provide interruptible retail gas aalee pursuant 
to Rate Schedule - . Service under auch rate is subject to the availability of 
capacity on Company's system and prior demands of customers served under Company's 
general service gas rates. 

5.0 ASSIGNMENT. Customer agrees that it will not assign this Agreement except 
upon written consent of Company. 

6.0 INDE%NIFICATION. Customer agrees to indemnify and hold Company harmless from 
any and all injury, loes or damage resulting from Customer's negligent or wrongful 
acts under and during the term of this Agreement. Company agrees to indemnify and 
hold Customer harmless from any and all injury, loes or damage resulting from 
Company's negligent or wrongful acts under and during the term of this Agreement. 

7.0 INGRESS AND EGRESS. Company is hereby granted rights of ingtaas and egress, 
at reasonable times, for operating, inspecting and maintaining any of Company l a  
facilities on Customer's premises. 

8.0 FORCE MAJEURE, In the event of either Party's being rendered wholly or in 
part by force majeure unable to carry out ita obligations under this Agreement, 
then the obligations of the Parties herato, so far as they are affected by such 
force majeure, shall be suspended during the continuance of any inability 60 

caused. Such causes or contingencies affecting the performance of this Agreement 
by either party, however, shall not relieve it of liability in the event of its 
concurring negligence or in the event of its failure to use due diligence to 
remedy the situation and remove the cause in an adequate manner and with all 
reasonable dispatch, nor shall such causes or contingencies affecting the 
performance of thin Agreement relieve either party from its obligations to make 
payments of amounts then due hereunder, nor shall such caussa or contingencies 
relieve either party of liability unless such party shall give notice and full 
particulars of the same in writing or by telephone to the other party as soon as 
posnible after the occurrence relied on. If volumes of Customer's gas are 
destroyed while in Company's poaeeasion hy an event of force najeure, the 
obligatione of the Parties under this Agreement shall terminate with respect to 
the volume8 lost. 

The term "forca majeureY as employed herein shall include, but shall not be 
limited to acts of God, strikes, lockouts or other industrial disturbances, 
failure to perform by any third party, which performance is necessary to the 
performance by either Customer or Company under this Agreement, acts of the public 
enemy or terrorists, wars, blockades, insurrections, riots, epidemics, landslides, 
lightning, earthquakes, fires, a torms, floods, washouts, arrest and restraint of 
rulers and peoples, civil disturbances, explosions, breakage or accident to 
machinery or lines of pipe, line freeze-ups, sudden partial or sudden entire 
failure of Company* s gas supply, failure to obtain materials and aupplies due to 
governmental regulations, and csuaee of lika or similar kind, whether herein 
enumerated or not, and not within the control of the Party claiming suspension, 
and which by the exercise of due diligence auch party is unable to overcome; 
provided that the exercise of due diligence ehall not require settlement of labor 
disputes against the better judgment of the Party having the dispute. 
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Tho t m r m  .force mmjmuroa 08 anploymd hmroin mhall a lso include, but mhall not hm 
limitmd to, inmbility t o  obtain o r  acquirm, a t  rmamonablm comt, grant., m m r -  
vituder, rightm-of-ray, pormitm, liconmom, or  m y  othmr authorimatiozu from third 
partiom or agoncimm (privato or  govornmmntol) o r  inab i l i ty  t o  obtain o r  acquirm a t  
rsaaonablo coot nocomarry nmtmriolm or  auppliem to conmtruct, maintain, on13 
opmrato any facilitimm rmquirod for  tho porfo-co of any obligationm undor thim 
Agresmont, whmn m y  much inab i l i ty  dirmctly o r  indirect ly  contrihutom t o  or 
rmmultm in oi thor  Partytm inab i l i ty  t o  porform it# obligotionm. 

9.0 RllDIILAMRY AUTBORITY. Thim Agroommnt i n  mubjoct t o  a11 va l id  law*, ordorm, 
rulom and rmgulotiona of any md a11 duly conmtitutmd authoritimm hmving jurimdic- 
t ion ovor thm mubject a u t t o r  horoin and i m  mubjmct t o  thm rmcoipt of uiy nmcmmaary 
authorization f o r  thm tranmportation morvicm c o n t q l a t o d  hormin. 

10 .0  REPORTING REQOIREMERTS. Cumtomor #hal l  furnish Compq a11 information a8 
MY bo roquirmd o r  appropriatm to comply with rmporting roquiromonto of duly 
conmtitutmd authoritiom having jurimdietion ovor tho u t t m r  h o r d n .  

I# m m B 8  ~ I L I O T ,  tho prrtiom b v o  duly uoeuted thim Agrmaaant OD of tho datm 
and yoor abovo writton. 

MONTANA-DAXOTA Ul'ILITIIB CO., 
A Diviaion of YDV Romourcem 
Oroup Inc. 
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Thi8 Bonnrne i8 m attachnt to me Qaa 
bmtwmmn Montana-Dakota Wtilitiom Co. and 
tren8portation mmrvicm to Cum t-r' 8 f 8cil 

Cu8t-rg8 Total Intmrruptiblm Tr8n8port8fh~ QUUItityl dk pmr day. 

Custommr*a Totml Firm Transportation Quantity8 9-0-I dk pmr day. 

Cumt-r hmroby authorinr8 Coapany to furnimh thm 8hippar any inforution ralating 
to thm voluau and/or coat of natural 9.8 furniahmd by C-any Lor usm by Cu8top.r. 
Thim mutheriaation will r-in in mffact until a writtan noticm im rocoivmd frcm 
~umtolur. 

Accmptmd and agrmad to thia day of 

Date Filed: December 30, 2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck. ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 19.6 

GAS TRANSPORTATION AGREEMENT 

Page 7 of 8 

Term of Rate 

,,,..> ?: z2.q7::g.,:~~+%,*,:, :.>?\ y< ?. - ,,. y - :  . .  . ,  , .  . . . . .: 

IIOHTUU-DLILOTA UTILITIEI co., 
A Divimion of YDO Elemourcam Group, Inc. 

# : 

W i l l i u  a. Eumthmr 
Director of Xarkmting L Cumt-r 8mrrisem 
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 him docummnt i n  m attmchunt t o  thm 0am Tranmportation rpramwnt datad ;;+z&W$ batrmmn uontma-~.kota vti l i t i rm CO. ~,~~~.~$~$$:~j~iff:ldd+F<:~~ cov.rfng 
natural grn,,., transportation mamica t o  Cumt-r'm fac i l i ty .  loertmd a t  
; .'! ::.:;,''*Ti?,%$$'Ls. . 

I harmby rmqumst tb t  thmmm dr i ly  m u c h u m  pumntitims be prwidad t o  this location 
pursuant t o  mn apprwmd firm natural gaw m r l r m  t a r i f f .  

r i m  gae malmm, undmr natm E, aha l l  c-ncr on ?~t."S3$~?:~';?i.-~~~:?<.S!:;.: .nd .xpir. on 
.',++'~,Gii:i1W~B?&5, urd s b l l  continum tharlattmr u n t i l  m$thmr par ty .  furnimh.. 
othar party 30  dmym mitt- noticm of t a d n a t i o n .  
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1U14Ml1 
w..rul* INTERRUPTIBLE O I S  SERVICE 

EXENSION AGREEMM (RATE 11s) 
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~HW.lll 
(III 1- FIRM GAS SERWCE 

EXTENSION AGREEMENT (RATE 120) 

-- 
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FACILITIES RELOCATION AGREEMENT 

THIS AGREEMENT is entered into this day of , 1 9 ,  by 
and between MONTANA-DAKOTA UTILITIES GO., a Division of MDU Resources Group, Inc. 
(hereinafter 'Montana-Dakota'), and I 

whose address is 
(hereinafter 'Requestor"). 

WHEREAS, Requestor desires the relocation of (gas) (electric) facilities by Montana-Dakota 
and Montana-Dakota is willing to relocate the facilities in accordance with the terms and conditions 
of this Agreement; 

NOW, THEREFORE, Montana-Dakota and Requestor agree as follows: 

1. Requestor desires.the relocation of (gas) (electric) facilities at the following address: 

OrderlGSSOIECO Number 
Date of Request: 
Requestor Billing Address: 

2. The estimated cost of the desired relocation of facilities is 
A deposlt of shall be made by Requestor with Montana-Dakota prior 
to relocation work commencing. Upon completion of the relocation work, Montana-Dakota 
shall determine the actual cost of relocation. If the actual cost of relocation exceeds the 
amount of deposit, Requestor shall pay Montana-Dakota the difference between the amount 
of deposit and the actual cost withln 30 days from billing. If the amount of the deposit exceeds 
the actual cost of the relocation, Montana-Dakota shall refund the difference to Requestor 
within 30 days after job completion. If the relocation work has not commenced within 60 days 
from the above Agreement date, this Agreement shall expire and Requestor's deposit shall be 
refunded within 30 days thereafter. 

3. This Agreement shall be binding upon the parties, their respective su&essors and assigns. 
The assignment of this Agreement by either patty shall not relieve such party, without the 
written consent of the other, from any of the obligations undertaken by this Agreement. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date 
above written. 

REQUESTOR MONTANA-DAKOTA UTILITIES CO., 
a Division of MDU Resources Group, Inc. 

By: By: 
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WARNING NOTICE 

WARNING NOTICE 
NAME: 

ADDRESS: 

TOWN: METER: 

We have observed your 
(Nama d rppliamze) 

and found an unsafe/unsatisfactory condition due to: 

This corrdltion can be corrected by: 

Page 1 of 1 

IN THE INTEREST OF SAFETY AND GOOD 
SERVICE, YOU ARE URGED TO HAVE YOUR 

LOCAL CONTRACTOR OR 
MQ MTANA-DAKOTA UTlLlTlES CO. 

CORRECT THIS CONDITION AT ONCE- 

After the repair or replacement is completed. please notify 
our cudorner service department at: 1-800-638-3776 - UNSATISFACTORY CONDITION EQUIPMENT: 

P LEFTON . 0 LEFTOFF - UNSAFE ?ZQNQlTIQM EQUIBMEblT: 
0 SHUT OFF 0 LEFT ON (Explain) 

NOTICE REC'O BY: 
(Gus-r Signature) 

0 Ovuner 0 Occupant U Other 

MDU By: 
Date: 
Certified Letter Sent (Date): 

20241 -G(4-73) 
(Rev. 9/01> 
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TEMPORARY CONSTRUCTION HEAT AGREEMENT 
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PRELIMINARY STATEMENT 
*Designates Region Office 

Montana-Dakota Utilities Co. serves twenty-six (26) towns and their environs in eleven 
(1 1) counties in South Dakota with natural gas. Counties served are: 

Butte 
Edmunds 
Harding 
Hughes 

Lawrence 
Meade 
Pennington 
Potter 

Stanley 
Sully 
Walworth 

Communities served under Rate 66 are designated (66), all other communities are served 
under the otherwise applicable rates. 

Bismarck Reuion 

Bowdle (66) Glenham (66) 
Gettysburg (66) lpswich (66) 
Mobridge (66) 

R a ~ i d  City Reqion 

Agar (66) Deadwood 
Belle Fourche Lead 
Black Hawk Onida (66) 
Box Elder Piedmont 
Camp Crook Ft. Pierre (66) 
Central City Pierre (66) 

Roscoe (66) 
Selby (66) 

Pluma 
*Rapid City 
St. Onge 
Spearfish 
Sturgis 
Terraville 
Whitewood 
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TYPES AND CLASSES OF SERVICES 

The Company will furnish natural gas service for existing residential and small commercial 
customers. Where economically feasible the Company will extend its service lines to new 
customers if the Company's gas supply is adequate. 

The following symbols shall be used in rate filings with the Public Utilities Commission: 

(c)  To signify changed listing, rule, or condition which may affect rates or 
charges. 

(Dl To signify discontinued material, including listing, rate, rule or condition. 

(1) To signify increase. 

(L) To signify material relocated from or to another part of tariff schedules with 
no change in text, rate, rule or condition. 

(N) To signify new material including listing, rate, rule or condition. 

(R) To signify reduction. 

(T) To signify change in wording of text but no change in rate, rule or 
condition. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all domestic uses. See Rate 100, 9V.3, for definition of class of service. 

Rate: 
Basic Service Charqe: $0.42 per day 

Distribution Deliverv Charqe: $0.890 ~ e r  dk 

Cost of Gas: Determined Monthlv - See Rate 
Summaw Sheet for Current Rate 

Minimum Bill: 
Basic Service Charqe.- 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V.l1, or any amendments or alterations thereto. 

Cost of -Gas-: 
--cost of f n r - T h e a s  includes all 
applicable cost of qas items as defined in Purchased Gas Cost Adjustment 
p w w k h - R a t e  88 or any amendments or alterations thereto. The cost of qas 
component is subiect to chanae on a monthlv basis. 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 
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General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 
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Availability: 
Service under this rate schedule is available, on an interruptible basis, to the 
Ellsworth Air Force Base (EAFB). 

Rate: 
Basic Service Charqe-: $250.00 per month 

v- $0.059 per dk 

Cost of Gas: Determined Monthly - See 
Rate Summary Sheet for 
Current Rate 

Minimum Bill: 
Basic Service Charqe.- 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, §V.11, or any amendments or alterations thereto. 

Cost of Pbtrc;kaserl-Gas-: 
[ I , l l r - c o s t  of pwdxwd-gas includes all 
applicable cost of qas items as defined in Purchased Gas Cost Adiustment 
-Rate 88 or any amendments or alterations thereto. The cost of qas 
component is subject to chanqe on a monthly basis. 

Gas Delivery Management Fee: 
In addition to the €kwmm#+charges set forth above, all volumes of 
natural gas delivered under this rate schedule shall be subject to a 
gas Delivery Management Fee. The charge per dk is a negotiable fee 
subject to approval by the South Dakota Public Utilities Commission. 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 
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General Terms and Conditions: 

PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 
subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the 
interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the Provisions of Rate 100, §V.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so by 
the Company, any gas taken shall be billed at the Firm General Gas 
Service Rate 70 (distribution deliverv charge and cost of qas)& 
&, plus either an amount equal to any 
penalty payments or overrun charges the Company is required to make to 
its interconnecting pipeline(s) under the terms of its contract(s) as a result 
of such failure to curtail or interrupt, or $N5J00 per dk of gas used in 
excess of the volume of gas to which customer was requested to curtail or 
interrupt, whichever amount is greater. The Company, in its discretion, may 
shut off customer's supply of gas in the event of customer's failure to curtail 
or interrupt use of gas when requested to do so by the Company. 

3. CONTRACT - Terms of service other than the rate shall be as specified in 
contracts between EAFB and the Company. 

4. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4' Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 7 

EAST RIVER NATURAL GAS SYSTEM 
GENERAL SERVICES Rate 66 

Page 1 of 2 

Availability: 
For all purposes in the following communities, except for resale: 

Agar Glenham Pierre 
Bowdle lpswich Roscoe 
Ft. Pierre Mobridge Selby 
Gettysburg Onida 

Rate: 
fhx&a%Basic Service Charqe Per Month: 

For customers with meters rated under 500 cubic feet per hour $2.00 
For customers with meters rated over 500 cubic feet per hour $4.00 

O D i s t r i b u t i o n  Deliven, Charqe: All dk @$I .761 per dk 

Cost of Gas: Determined Monthlv - See Rate 
Summarv Sheet for Current Rate 

Minimum Bill: 
Basic Service Charqe.%ase&h 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.1 I, or any amendments or alterations thereto. 

Cost of Pw&wx&Gas-: 
-mcost of -as includes all 
applicable cost of qas items as defined in Purchased Gas Cost Adiustment 
+ww&&wRate 89 or any amendments or alterations thereto. The cost of qas 
component is subiect to chanqe on a monthly basis. 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 
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General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates I00  through 134, and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: Effective Date: 

issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all purposes except for resale. See Rate 100, sV.3, for definition on class of 
service. 

Basic Service Charqe: 
For customers with meters rated $0.90 per day 
under 500 cubic feet per hour 

For customers with meters rated $1.80 per day 
over 500 cubic feet per hour 

Distribution Delivery Charqe: $0.634 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basc+%kBasic Service Charqe. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Pudxse&Gas-: 
 cost of pwxhxd-gas includes all 

applicable cost of qas items as defined in Purchased Gas Cost Adiustment 

Date Filed: Effective Date: 
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pww4dtwRate 88 or any amendments or alterations thereto. The cost of qas 
component is subiect to chanqe on a monthl~ basis. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 
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Availability: 
In all communities served, except for communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load will 
exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery point 
and whose use of natural gas will not exceed 40,000 dk annually. The rates herein 
are applicable only to customer's interruptible load. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service agreement. 
Customer's firm load shall be billed at Firm General Gas Service Rate 70. For 
interruption purposes, the maximum daily firm requirement shall be set forth in the 
firm service agreement. 

Rate: 
Basic Service Charqe:4&se+We $48,88175.00 per month 

Distribution Delivery Gmwa#yCharge: 

Maximum Rate-pt4.k 
Minimum Rate+w-dk 

Cost of Gas: 

$44840.304 per dk 
$34340.131 per dk 

Determined Monthlv - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service CharqeBase4We. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on the 
bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V.Il, or any amendments or alterations thereto. 

Cost of P w e & w d - G a s ~ :  
-mcost of -gas includes all 
applicable cost of gas items as defined in Purchased Gas Cost Adiustment 
fxewfte$tftRate 88 or any amendments or alterations thereto. The cost of gas 
component is subiect to chanqe on a monthly basis. 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 
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General Terms and Conditions: 
1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the interest 
of its customers whose capacity requirements are otherwise and hereby given 
preference. The priority of service and allocation of capacity shall be 
accomplished in accordance with the Provisions of Rate 100, §V.lO. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so by 
the Company, any gas taken shall be billed at the 
Firm General Gas Service Rate 70 ldistribution deliverv charqe and cost of 
a-, plus either an amount equal to any penalty 
payments or overrun charges the Company is required to make to its 
interconnecting pipeline(s) under the terms of its contract(s) as a result of 
such failure to curtail or interrupt, or $Ws.00 per dk of gas used in excess of 
the volume of gas to which customer was requested to curtail or interrupt, 
whichever amount is greater. The Company, in its discretion, may shut off 
customer's supply of gas in the event of customer's failure to curtail or 
interrupt use of gas when requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. If mutually agreed to by the 
Company and customer, the term of service reflected in such agreement may 
be amended. Upon expiration of service, the customer may apply for and 
receive, at the sole discretion of the Company, gas service under another 
appropriate rate schedule for the customer's operations. 

Date Filed: Effective Date: 
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4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be reauired as specified in the service 
aqreement to notify Company of an anticipated chanqe in daily operations. 
Failure to comply with requirements specified in the service aqreement may 
result in the assessment of penalties to the customer equal to the penalty 
amounts Company must pav to the interconnectinq pipeline caused by 
customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment required 
for daily measurement will be installed by the Company, at its sole discretion, 
prior to the initiation of service hereunder. 

The customer shall be reauired to provide and maintain. at no cost to 
Company, a 120 volt, 15 ampere. AC power SUPPIV, or other power source 
acceptable to the Company, and acceptable telephone service available at 
customer's meter location(s). Customer aqrees to provide and maintain, at 
no cost to the Company, anv necessarv telephone enhancements to assure 
Company of a quality telephone siqnal necessarv to properly transmit data. 
The customer shall pay all charqes for continuous electric and telephone 
service associated with the Cornpanv's connection of the remote data 
acquisition equipment, and any interruption in such services must be promptly 
remedied or service under this tariff will be suspended until satisfactory 
corrections have been made. 

The Company reserves the riqht to charqe for each service call to investiqate, 
repair and/or reproqram the Cornpanv's remote data acquisition equipment 
when the service call is the result of a failure or chanqe in communication or 
power source provided by customer or damaqe to Company's equipment. 

6. RULES - The foregoing schedule is subject to Rates I00  through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Date Filed: Effective Date: 
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Director of Regulatory Affairs 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
customers otherwise qualifying for service under Firm General Gas Service Rate 
70. See Rate 100, 53.3, for definition of class of service. 

Rate: 

Basic Service Charqe: 
For customers with meters rated 
under 500 cubic feet per hour 

For customers with meters rated 
over 500 cubic feet per hour 

$0.90 per day 

$1.80 per day 

Distribution Delivew Charqe: $0.634 per dk 

Cost of Gas: 
Winter - Bills rendered October 1 throuqh March 31 Determined Monthly - 

See Rate Summarv 
Sheet for Current Rate 

Summer - Bills rendered April 1 throuqh September 30 Determined Monthly - 
See Rate Summarv 
Sheet for Current Rate 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 
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Minimum Bill: 
Basic Service Charqe.-. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, sV.1 I, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of qas includes all applicable cost of qas items as defined in 4Hkxse 
-Purchased Gas Cost Adjustment as+mwd& 
&Rate 88 or any amendments or alterations thereto. The cost of qas component is 
subiect to chanqe on a monthlv basis. 

General Terms and Conditions: 
1. TERM - The customer agrees to contract for service under the Optional 

Seasonal General Gas Service Rate 72 for a minimum of one year. 

2. RULES - The foregoing schedule is subject to Rates I00  through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Date Filed: Effective Date: 
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Availability: 
This service is applicable, except for customers served on Rate 66, for 
transportation of natural gas to customer's premise (metered at a single delivery 
point) through Company's distribution facilities. In order to obtain transportation 
service, customer must qualify under an applicable gas transportation service rate; 
meet the general terms and conditions of service provided hereunder; and enter 
into a gas transportation agreement upon request by the Company. 

The transportation services are as follows: 

Small Interruptible General Gas Transportation Service Rate 81: Transportation 
service is available for all general gas service customers whose interruptible 
natural gas load will exceed an input rate of 2,500,000 Btu per hour, metered at a 
single delivery point whose average use of natural gas will not exceed 40,000 dk 
annually, and who, absent the request for transportation service, are eligible for 
natural gas service, on an interruptible basis, pursuant to Company's effective 
Small lnterruptible General Gas Service Rate 71. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service agreement. 
Customer's firm load shall be treated and billed in accordance with the provisions 
of Firm General Gas Service Rate 70- Scr- 

Larqe lnterruptible General Gas Transportation Service Rate 82: 
Transportation service is available for all general gas service customers whose 
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour, 
metered at a single delivery point, whose average use of natural gas will exceed 
40,000 dk annually, and who, absent the request for transportation service, are 
eligible for natural gas service on an interruptible basis, pursuant to Company's 
effective Large lnterruptible General Gas Service Rate 85. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be treated and billed in accordance with the 
provisions of Firm General Gas Service Rate 70- 

Q A  " I ,  
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Rate: 
Basic Service Charqekse-kte: 
Rate 81 $225.00 per month 11 
Rate 82 $350.00 per month 21 

Q A  
V I 

I /  In the event customer takes service through one meter under both Rates 71 and 
81, the base rate under Rate 81 shall be waived. 

21 In the event customer takes service through one meter under both Rates 85 and 
82, the base rate under Rate 82 shall be waived. 

Under Rates 81 or 82 customer shall pay a negotiated rate not more than the maximum 
rate or less than the minimum rate specified below. (The per dk charge is applicable to 
all dk of natural gas transported under the terms of this rate.) 

Rate 81 Rate 82 !=WAS€# 

Maximum Rate per dk $ W 0 . 3 0 4  $ W O . m  @a% 

Minimum Rate per dk $0.131 $0.090 @a% 

Date Filed: Effective Date: 
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Balancing Charge per dk $ 0 . ~ 3 4 2  $ 0 . ~ % - 2  $€=42 

Fuel Charge: 
Applicable to all dk transported to customers located within the distribution system. 
Charge does not apply to transmission level customers. See Rate Summarv 
-Sheet for currently effective charge. 

GENERAL TERMS AND CONDITIONS: 
I. CRITERIA FOR SERVICE - In order to receive the service, customer must 

qualify under one of the Company's applicable natural gas transportation 
service rates and comply with the general terms and conditions of the service 
provided herein. The customer is responsible for making all arrangements for 
transporting the gas from its source to the Company's interconnection with the 
delivering pipeline(s). 

2. REQUEST FOR GAS TRANSPORTATION SERVICE: To qualify for gas 
transportation service a customer must request the service pursuant to the 
provisions set forth herein. The service shall be provided only to the extent 
that the Company's existing operating capacity permits. 

3. MULTIPLE SERVICES THROUGH ONE METER: 
a. In the event customer desires firm sales service in addition to gas 

transportation service, customer shall request such firm volume 
requirements, and upon approval by Company, such firm volume 
requirements shall be set forth in a firm service agreement. For billing 
purposes, the level of volumes so specified or the actual volume used, 
whichever is lower, shall be billed at Rate 70- 
appkaMe. Volumes delivered in excess of such firm volumes shall be 
billed at the applicable gas transportation rate. Customer has the 
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option to install, at their expense, piping necessary for separate 
measurement of sales and transportation volumes. 

b. The customer shall pay, in addition to charges specified in the 
applicable gas transportation rate schedule, charges under all other 
applicable rate schedules for any service in addition to that provided 
herein (irrespective of whether the customer receives only gas 
transportation service in any billing period). 

4. PRIORITY OF SERVICE - Company shall have the right to curtail or interrupt 
deliveries without being required to give previous notice of intention to curtail 
or interrupt, whenever, in its judgment, it may be necessary to do so to protect 
the interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the provisions of Rate 100, gV.10. 

5. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 
curtail or interrupt their use of gas hereunder when requested to do so by the 
Company, any gas taken above that received on the customer's behalf, shall 
be billed at the Firm General Gas Service Rate 70 (distribution delivery charqe 
and cost of qas)), plus either an amount equal 
to any penalty payments or overrun charges the Company is required to make 
to its interconnecting pipeline@) under the terms of its contract(s) as a result of 
such failure to curtail or interrupt, or $403.00 per dk of gas used in excess of 
the volume of gas to which customer was requested to curtail or interrupt, 
whichever amount is greater. The Company, in its discretion, may shut off 
customer's supply of gas in the event of customer's failure to curtail or interrupt 
use of gas when requested to do so by the Company. 

6. NON-DELIVERED VOLUMESIPENALTY: 
a. In the event customer uses more gas than is being delivered to the 

Company's interconnection with the delivering pipeline@) (receipt 
point), customer shall pay an amount equal to any penalty payments or 
overrun charges the Company is required to make to its 
interconnecting pipeline(s) under the terms of its contract(s) resulting 
from such action by customer. In the event that more than one 
customer is obtaining gas from the same shipper and/or aqent at the 
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same receipt point, any payment or overrun penalties the Company is 
required to make shall be allocated on a pro rata basis among such 
customers on the basis of each customer's use of gas in excess of 
available volumes. 

b. In the event the customer's gas is not being delivered to the receipt . . 
point for anv reason .',and the 
customer continues to take gas, -the customer shall 
be subiect to S 
-any applicable penalties or charges set 
forth in Paragraph 6.a. Gas volumes supplied bv Company will be 
billed at Firm General Service Rate 70 (distribution delivew charge and 
cost of sas). The Company is under no obligation to notify customer of 
non-delivered volumes. 

c. In the event customer's transportation volumes are not available for 
any reason, customer may take interruptible sales service if such 
service is available. The availability of interruptible sales service shall 
be determined at the sole discretion of the Company. 

ELECTION OF SERVICE - Prior to the initiation of service hereunder, the 
customer shall make an election of its requirements under each applicable rate 
schedule for the entire term of service. If mutually agreed to by the Company 
and customer, the term of service may be amended. Upon expiration of 
service, the customer may apply for and receive, at the sole discretion of the 
Company, gas service under the appropriate sales rate schedule for the 
customer's operations. 

RECONNECTION FEE - Transportation customers who cease service and 
then resume service within the succeeding 12 months shall be subject to a 
reconnection charge as specified in Rate 100, §V. 17. 

BALANCING: 
a. To the extent practicable, customer and Company agree to the daily 

balancing of volumes of gas received and delivered on a thermal basis. 
Such balancing is subject to the customer's request and the Company's 
discretion to vary scheduled receipts and deliveries within existing 
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Company operating limitations. If, at the end of a billing month, the 
accumulated difference between actual gas deliveries to the customer 
and nominated (scheduled) receipts on behalf of such customer exceeds 
4% of that month's scheduled receipts, resulting in a negative imbalance 
(i.e., deliveries exceed scheduled receipts), the customer will be 
assessed a balancing charge, set forth herein, on the imbalance 
exceeding 4%. If such imbalance is not eliminated by the end of the next 
monthly billing period, the customer shall then be billed, in addition to the 
applicable transportation rate, a penalty for the under nominated volume 
exceeding 4% at the Firm General Gas Service Rate 70 {distribution 
delivery charge and cost of q a s \ t - . " W b - .  The 
accumulated difference between the actual gas deliveries to the 
customer and nominated (scheduled) receipts on behalf of such 
customer will be adjusted for the volume on which a penalty was 
imposed. If, at the end of a billing month, the accumulated difference 
between nominated (scheduled) receipts on behalf of such customer and 
actual gas deliveries to the customer exceeds 4% of that month's 
scheduled receipts, resulting in a positive imbalance (i.e., scheduled 
receipts exceed deliveries), the customer will be assessed a balancing 
charge, set forth herein, on the imbalance exceeding 4%. If such 
imbalance is not eliminated by the end of the next monthly billing period, 
(1) the Company may adjust the volume of gas received on behalf of the 
customer so as to eliminate the prior period over nomination exceeding 
4% up to 10% and (2) the Company shall retain the over nomination of 
gas exceeding 10% free and clear of any adverse claims relating thereto 
when such accumulated difference exceeds 50 dk. The accumulated 
difference between the actual gas deliveries to the customer and 
nominated (scheduled) receipts on behalf of such customer will be 
adjusted for the volume retained. 

b. In the event customer's imbalance causes the Company to incur a 
balancing penalty from its interconnecting pipeline(s), customer shall pay 
any penalty payments or overrun charges the Company is required to 
make under the terms of its contract(s) with interconnecting pipeline(s) 
resulting from such action by customer. In the event that more than one 
customer is obtaining gas from the same shipper and/or agent at the 
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same interconnection with a delivering pipeline, any payment or overrun 
penalties the Company is required to make shall be apportioned among 
such customers on the basis of each customer's contribution toward the 
imbalance. 

c. Customer's nominations made to clear imbalances will be subject to the 
priority of service and allocation of capacity provisions set forth in Rate 
100, §V.IO, and the penalties for failure to curtail or interrupt use of gas 
set forth in Paragraph 5 of this rate schedule. 

d. Termination of the gas transportation service shall not relieve Company 
and customer of the obligation to correct any quantity imbalances 
hereunder or customer of the obligation to pay money due hereunder to 
Company. 

e. The Company may waive any penalty associated with Company 
adjustments to end-use customer nominations in those instances where 
the Company, due to operating limitations, is required to adjust end-use 
transportation customer nominations and such Company adjustments 
create a penalty situation, or preclude a customer from correcting an 
imbalance which results in a penalty. 

10. NOMINATION VARIANCE CHARGE - The customer shall pay, any payments 
the Company must make to its interconnecting pipeline(s), as a result of 
nomination variance penalties caused by customer's nomination variances. 
Such penalties will be allocated on the basis of each customer's contribution 
toward the nomination variance. 

METERING REQUIREMENTS - Remote data acquisition !Zk&xmk 
m e a w e w M  equipment required by the Company for daily measurement will 
be purchased and installed by the Company prior to the initiation of service 
hereunder. The cost of the equipment and its installation shall be paid for by 
the customer. Such contribution in aid, as adjusted for federal income taxes, 
shall be paid prior to the installation of such equipment unless otherwise 
agreed to by the Company. Such equipment will be maintained by the 
Company and will remain the sole property of the Company. Company may 
remove such equipment when service hereunder is terminated. The customer 
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shall provide and maintain, at no cost to Company, a 120 volt, 15 ampere, AC 
power supply or other power source acceptable to the Company and a- 
acceptable telephone -service v a t  
customer's meter location(s). Customer agrees to provide and maintain, at no 
cost to the Company, any necessary telephone enhancements to assure 
Company of a quality telephone signal necessary to properly transmit data. 
The customer shall pay all charges for continuous electric and telephone 
service associated with the Company's connection of the remote data 
acquisition- equipment, and any interruption in such 
services must be promptly remedied or service under this tariff will be 
suspended until satisfactory corrections have been made. 

DAILY NOMINATION REQUIREMENTS: 
a. Customer or customer's shipper and/or agent shall advise Company's 

gas nominations center, by 11:30 a.m. Central Clock Time, of the dk 
requirements customer has requested to be delivered at each delivery 
point during the following day. Customer's daily nomination shall be its 
best estimate of the expected utilization for the gas day. Unless other 
arrangements are made, customer will be required to nominate for the 
non-business days involved prior to weekends and holidays. 

b. All nominations should include shipper andlor aqent defined begin and 
end dates. Shippers and/or aqents may nominate for periods longer 
than 1 day, provided the nomination begin and end dates are within the 
term of the service agreement. 

c. The Company has the sole right to refuse receipt of any volumes which 
exceed the maximum daily contract quantity and at no time shall the 
Company be required to accept quantities of gas for a customer in 
excess of the quantities of gas to be delivered to customer. If total 
nominated receipts exceed total deliveries at receipt points where more 
than one customer is receiving service, nominations will be allocated on 
a pro rata basis. At no time shall Company have the responsibility to 
deliver gas in excess of customer's nomination. 

d. In the event that more than one customer is receiving gas from the same 
shipper and/or anent at the same receipt point, any reduction in 
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nominated volumes will be allocated on a pro rata basis, unless Company 
and shipper(s) and/or aqent(s) have agreed to a predetermined allocation 
procedure. 

WARRANTY - The customer, customer's agent, or customer's shipper 
warrants that it will have title to all gas it tenders or causes to be tendered to 
the Company, and such gas shall be free and clear of all liens and adverse 
claims and the customer, customer's agent, or customer's shipper shall 
indemnify the Company against all damages, costs, and expenses of any 
nature whatsoever arising from every claim against said gas. 

FACILITY EXTENSIONS - If facilities are required in order to furnish gas 
transportation service, and those facilities are in addition to the facilities 
required to furnish firm gas service, the customer shall pay for those additional 
facilities and their installation in accordance with the Company's applicable 
natural gas extension policy. Company may remove such facilities when 
service hereunder is terminated. 

PAYMENT - Billed amounts will be considered past due if not paid by the due 
date shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, sV.1 I, or any amendment or 
alterations thereto. 

BILLING ERROR - In the event an error is discovered in any bill that the 
Company renders to customer, such error shall be adjusted within a period not 
to exceed 6 months from the date the billing error is first discovered. 

AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. 

RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
In all communities served, except those communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load 
will exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery 
point and whose use of natural gas will exceed 40,000 dk annually. The rates 
herein are applicable only to customer's interruptible load. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be billed at Firm General Gas Service Rate 
70. For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. The Company reserves the riqht to refuse the 
initiation of service under this rate schedule based on the availability of qas 
supplv. 

This rate schedule shall not apply for service to U. S. Government installations, 
which are covered by separate special contracts. 

Rate: 
Bae-FhkBasic Service Charqe: $45&@3300.00 per month 

 distribution Deliverv Charge: 

Maximum Rate-paxk 
Minimum Rate-pedk 

Cost of Gas: 

$ ~ 0 . 1 4 1  per dk 
$24740.090 per dk 

Determined Monthly - See Rate 
Summarv Sheet for Current Rate 

Minimum Bill: 
kse+&eBasic Service Charqe. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V.I l ,  or any amendments or alterations thereto. 

- - 
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Cost of Pwdmse&Gas-: 
-mcost of p w d x s d g a s  includes all 
applicable cost of qas items as defined in Purchased Gas Cost Adiustment 
pm&eh+Rate 88 or any amendments or alterations thereto. The cost of nas 
component is subiect to chanae on a monthlv basis. 

PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 
subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates. Customers taking service 
hereunder agree that the Company without prior notice shall have the right 
to curtail or interrupt such service whenever, in Company's sole judgment, 
it may be necessary to do so to protect the interest of its customers whose 
capacity requirements are otherwise and hereby given preference. The 
priority of service and allocation of capacity shall be accomplished in 
accordance with the provisions of Rate 100, sV.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer 
fails to curtail or interrupt their use of gas hereunder when requested to do 
so by the Company any gas taken shall be billed at the Firm General Gas 
Service Rate 70 0- 
charse and cost of sasl, plus either an amount equal to any penalty 
payment(s) or overrun charges the Company is required to make to its 
interconnecting pipeline(s) under the terms of its contract(s) as a result of 
such failure to curtail or interrupt, or $4-€150.00 per dk of gas used in excess 
of the volume of gas to which customer was requested to curtail or inter- 
rupt, whichever amount is greater. The Company, in its discretion, may 
shut off customer's supply of gas in the event of customer's failure to 
curtail or interrupt use of gas when requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required 
to enter into an agreement for service hereunder. If mutually agreed to by 
the Company and customer, the term of service reflected in such 
agreement may be amended. Upon expiration of service, the customer 
may apply for and receive, at the sole discretion of the Company, gas 
service under another appropriate rate schedule for the customer's 
operations. 
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4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be required as specified in the service 
aqreement to notifv Companv of an anticipated chanqe in dailv operations. 
Failure to comply with requirements specified in the service aqreement 
mav result in the assessment of penalties to the customer equal to the 
penaltv amounts Companv must pav to the interconnectinq pipeline 
caused bv customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment 
required for dailv measurement will be installed bv the Companv, at its sole 
discretion, prior to the initiation of service hereunder. 

The customer shall be required to provide and maintain, at no cost to 
Companv, a 120 volt, 15 ampere. AC power supplv, or other power source 
acceptable to the Companv, and acceptable telephone service available at 
customer's meter location(s). Customer aqrees to provide and maintain, at 
no cost to the Companv, anv necessaw telephone enhancements to 
assure companv of a qualitv tele~hone siqnal necessaw to properly 
transmit data. The customer shall pav all charqes for continuous electric 
and telephone service associated with the Companv's connection of the 
remote data acquisition equipment, and any interruption in such services 
must be promptly remedied or service under this tariff will be suspended 
until satisfactow corrections have been made. 

The Company reserves the right to charqe for each service call to 
investiqate, repair andlor reproqram the Companv's remote data 
acquisition equipment when the service call is the result of a failure or 
chanqe in communication or power source provided bv customer or 
damaqe to Companv's equipment. 

6 4  RULES - The foregoing schedule is subject to Rates 100 through 134 and - 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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1. Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) 
provision and specifies the procedure to be utilized to adjust the rates for gas 
sold under Montana-Dakota's rate schedules, with the exception of General 
Service Rate 66, in order to reflect: (a) changes in Montana-Dakota's average 
cost of gas supply and (b) amortization of the Unrecovered Purchased Gas 
Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the first day 

of each month, unless the Commission shall otherwise order. 

(b) Montana-Dakota shall file -a PGA to reflect changes in its average 
cost of gas supply only when the amount of chanqe in such zdjwhwt PGA is 
at least 10 (ten) cents per dk compared to the currently effective adjustment. 
The adjustment to be effective May 1 shall be filed each year, regardless of the 
amount of the change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas supply 

as compared to the cost of gas supply approved in its most recent gwxaL&+ 
~fepGA. The cost of gas supply shall be the sum of all costs incurred in 
obtaining gas for general system supply. General system supply is defined as 
gas available for use by all customers served under retail sales rate schedules 
excluding Rate 66. The cost of gas supply shall include, but not be limited to, 
all demand, commodity, storage, gathering, and transportation charges incurred 
by Montana-Dakota for such gas supply, the overall rate of return on prepaid 
demand and commodity charges and gas storage balances required to maintain 
the system gas supply and hedging program gains, losses and transaction 
costs related to system gas supply. 

(b) The PGA shall be computed as follows: 

( 1  Demand costs shall include all annual gathering, transportation and 
storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation and 
storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas costs 
estimated to be in effect for the month the PGA will be in effect and 
annual dk requirements. 

(4) The return on prepaid demand and commodity balances and storage 
balances shall be computed on an annual basis at the overall rate of 
return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, weather 
normalized dk deliveries for the most recent twelve month period adjusted to reflect 
losses. 

(c) Monthly gas costs shall be calculated as follows: 

(1) Demand costs shall be apportioned to all state jurisdictions served by 
Montana-Dakota on the basis of the overall ratio of each state's Maximum 
Daily Delivery Quantity (MDDQ). 

(2) Demand costs for large interruptible sales customers shall be stated on a 
100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition of 
gas for general system supply shall be apportioned to each state on the 
basis of total dks sold in each state, regardless of the actual points of 
delivery of such gas. 

(4) The return requirement related to prepaid demand and commodity 
charges and gas storage balances shall be included on a per dk basis. 
The prepaid demand and storage balances shall be apportioned to all 
states on the basis of each state's MDDQ. The prepaid commodity 
charges shall be apportioned to all states on the basis of annual dks sold 
in each state. The unit cost shall be calculated using a thirteen month 
average balance and the currently authorized return on rate base. 
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(5) All costs related to specific end-use transactions shall not be included in 
the cost of gas supply determination but shall be directly billed to the 
customer(s) contracting for such service. 

(d) The PGA shall be applied to each of Montana-Dakota's rate schedules 
excluding Rate 66, recognizing differences among customer classes consistent 
with the cost of gas supply included in the applicable class sales rate. 

4. Surcharge Adjustment: 
All sales rate schedules shall be subject to a Surcharge Adjustment to be 
effective on May I of each year. The Surcharge Adjustment per dk sold shall 
reflect amortization of the applicable balance in the Unrecovered Purchased 
Gas Cost Account calculated by dividing the applicable balance by the 
estimated dk sales for the twelve months following the effective date of the 
adjustment. 

5. Unrecovered Purchase Gas Account: 
(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as 

calculated in accordance with Subsection 5(b) are: 

(1) Charges for gas supply which Montana-Dakota is unable to reflect in a 
Purchased Gas Cost Adjustment by reason of the -ten 
cent minimum limitation set forth in Subsection 2(b). 

(2) Amounts of increasedldecreased charges for gas supplies which were 
paid during any period after the effective date of the most recent general 
rate case, but not yet included in sales rates. 

(3) Refunds received from supplier(s) with respect to gas supply. Such 
refunds received shall be credited to the Unrecovered Purchased Gas 
Cost Account. 

(4) Carrying charges or credits as determined in Section 5(b)(2). 

(5) Demand costs recovered from the large interruptible sales customers will 
be credited to the residential, firm general service and small interruptible 
customers. 
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(b) ( I )  The amount to be included in the Unrecovered Purchased Gas Cost 
Account in order to reflect the items specified in Subsections 5(a)(l), (2), 
and (3) shall be calculated as follows: 

( i )  Montana-Dakota shall first determine each month the unit cost for 
that month's natural gas supply as adjusted to levelize demand 
charges. 

Such adjustment to levelize supplier(s) demand charges shall be 
calculated as follows: 

The suppliers' annual (calendar or fiscal) demand charges, which 
are payable in equal monthly payments, shall be accumulated in a 
prepaid account (FERC Account 165). Each month a portion of 
such accumulated prepaid amount shall be amortized to cost of 
natural gas purchased (FERC Account 804). Such monthly 
amortization shall be based on a rate calculated by dividing the 
annual supplier(s) demand charges by projected annual natural 
gas sales units (calendar or fiscal, as appropriate). The resulting 
product shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute the 
monthly amortization of prepaid supplier(s) demand charges to 
cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each month's unit cost 
the unit cost for gas supply which is reflected in the currently effec- 
tive P G A P  

(iii) The resulting difference (which may be positive or negative) shall 
be multiplied by the dks sold during that month under each rate 
schedule. The resulting amounts shall be reflected in an 
Unrecovered Purchased Gas Cost Account for each rate schedule. 
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(2) Montana-Dakota will calculate carrying charges on the amounts in the 
Unrecovered Purchased Gas Cost Account, Account 191, at the rate of 
interest for a three-month Treasury Bill as published monthly by the 
Federal Reserve Board for the preceding month. The amount to be 
included in Account 191 for carrying charges shall be determined as 
follows: each month, Account 191 shall be debited (if the balance in 
said account is a debit balance) and shall be credited (if the balance in 
said account is a credit balance) for a carrying charge, which shall be 
the product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the immediately 
preceding month, exclusive of carrying charges accrued pursuant 
to this Subsection (b)(2) and net of the related deferred tax 
amounts in Accounts 283 or 190, as appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in a 
supplementary Unrecovered Purchased Gas Cost Account for 
each rate schedule, and carrying charges shall not be computed 
on the amounts in such supplementary account. 

Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

(1) The amounts in the Unrecovered Purchased Gas Cost Account shall be 
decreased each month by an amount determined by multiplying the 
currently effective surcharge adjustment included in rates for that month 
(as calculated in Section 4) by the dks sold during that month under 
each rate schedule excluding Rate 66. The account shall be increased 
in the event the adjustment is a negative amount. 

(2) The amount amortized each month shall be applied pro rata between the 
amounts in the Unrecovered Purchased Gas Cost Account specified in 
Subsections 5(a)(l), (2), (3) and (5) and the amounts in the 
supplementary Unrecovered Purchased Gas Cost Account specified in 
Subsection 5(a)(4). 
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6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting currently 
effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly show 
the derivation of the relevant amounts. 
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I. Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) provision 
and specifies the procedure to be utilized to adjust the rates for gas sold under 
General Services Rate 66 in order to reflect: (a) changes in Montana-Dakota's 
average cost of gas supply and (b) amortization of the Unrecovered Purchased 
Gas Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the 

first day of each month, unless the Commission shall otherwise order. 

(b) Montana-Dakota shall file a P G A V  to reflect changes in its 
average cost of gas supply only when the amount of such chanse in PGA 
ac&shwA is at least 10 (ten) cents per dk compared to the currently 
effective adjustment. The adjustment to be effective May 1 shall be filed 
each year, regardless of the amount of the change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas 

supply for the East River System as compared to the cost of gas supply . . . .  
*approved in its most recent B a e f t e F a C  
-. The cost of gas supply shall be the sum of all costs incurred in 
obtaining gas for delivery at interconnections with South Dakota Intrastate 
Pipeline (SDIP). The East River System supply is defined as gas 
available for use by all customers served under General Services Rate 
66. The cost of gas supply shall include, but not be limited to, all demand, 
commodity, storage, gathering, and transportation charges incurred by 
Montana-Dakota for such gas supply, the overall rate of return on prepaid 
demand and commodity charges and gas storage balances required to 
maintain the East River System gas supply and hedging program gains, 
losses and transaction costs related to the East River System gas supply. 

(b) The PGA shall be computed as follows: 

( 1  Demand Costs, if applicable, shall include all annual gathering, 
transportation and storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation 
and storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas 
costs estimated to be in effect for the month the PGA will be in 
effect and annual dk requirements. 

(4) The return on prepaid demand and commodity balances and 
storage balances, if applicable, shall be computed on an annual 
basis at the overall rate of return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, 
weather normalized dk deliveries for the most recent twelve-month period 
adjusted to reflect losses. 

(c) Monthly gas costs shall be calculated as follows: 
(1) Demand costs if applicable, shall be apportioned to all state 

jurisdictions served by Montana-Dakota on the basis of the overall 
ration of each state's Maximum Daily Delivery Quantity (MDDQ). 

(2) Demand costs for interruptible and specified contract service 
customers shall be stated on a 100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition 
of gas for the East River System Supply. 

(4) The return requirement related to prepaid demand and commodity 
charges and gas storage balances, if applicable, shall be included 
on a per dk basis. The prepaid demand and storage balances shall 
be apportioned to all states on the basis of each state's MDDQ. 
The prepaid commodity charges shall be apportioned to all states 
on the basis of annual dk's sold in each state. The unit cost shall 
be calculated using a thirteen month average balance and the 
currently authorized return on rate base. 
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(5) All costs related to specific end-use transactions shall not be 
included in the cost of gas supply determination but shall be directly 
billed to the customer(s) contracting for such service. 

(d) The PGA shall be applied to General Services Rate 66, if applicable, 
recognizing differences among customer classes consistent with the cost 
of gas supply included in the applicable class sales rate. 

4. Surcharge Adjustment: 
General Services Rate 66 shall be subject to a Surcharge Adjustment to 
be effective on May 1 of each year. The Surcharge Adjustment per dk 
sold shall reflect amortization of the applicable balance in the 
Unrecovered Purchased Gas Cost Account calculated by dividing the 
applicable balance by the estimated General Services Rate 66 dk sales 
for the twelve months following the effective date of the adjustment. 

5. Unrecovered Purchased Gas Cost Account: 
(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as 

calculated in accordance with Subsection 5(b) are: 

( 1  Charges for gas supply which Montana-Dakota is unable to reflect 
in a Purchased Gas Cost Adjustment by reason of the tenew-te&b 
&me cent minimum limitation set forth in Subsection 2(b). 

(2) Amounts of increasedldecreased charges for gas supplies which 
were paid during any period after the effective date of the most 
recent general rate case, but not yet included in the East River 
System sales rates. 

(3) Refunds received from supplier(s) with respect to gas supply. Such 
refunds received shall be credited to the Unrecovered Purchased 
Gas Cost Account. 

(4) Carrying charges or credits as determined in Section 5(b)(2). 
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(b) ( 1  The amount to be included in the Unrecovered Purchased Gas 
Cost Account in order to reflect the items specified in Subsections 
5(a)(l), (2)' and (3) shall be calculated as follows: 

(i) Montana-Dakota shall first determine each month the unit 
cost for that month's natural gas supply as adjusted to 
levelize demand charges, if applicable. Such adjustment to 
levelize supplier(s) demand charges shall be calculated as 
follows: 

The suppliers' annual (calendar or fiscal) demand charges, 
which are payable in equal monthly payments, shall be 
accumulated in a prepaid account (FERC Account 165). 
Each month a portion of such accumulated prepaid amount 
shall be amortized to cost of natural gas purchased (FERC 
Account 804). 

Such monthly amortization shall be based on a rate 
calculated by dividing the annual supplier(s) demand 
charges by projected annual natural gas sales units 
(calendar or fiscal, as appropriate). The resulting product 
shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute 
the monthly amortization of prepaid supplier(s) demand 
charges to cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each month's unit 
cost the unit cost for gas supply which is reflected in the 
currently effective P G A P  
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(iii) The resulting difference (which may be positive or negative) 
shall be multiplied by the dks sold during that month under 
General Services Rate 66. The resulting amounts shall be 
reflected in an Unrecovered Purchased Gas Cost Account 
for each rate schedule. 

Montana-Dakota will calculate carrying charges on the amounts in 
the Unrecovered Purchased Gas Cost Account, Account 191, at the 
rate of interest for a three-month Treasury Bill as published monthly 
by the Federal Reserve Board for the preceding month. The 
amount to be included in Account 191 for carrying charges shall be 
determined as follows: each month, Account 191 shall be debited 
(if the balance in said account is a debit balance) and shall be 
credited (if the balance in said account is a credit balance) for a 
carrying charge, which shall be the product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the 
immediately preceding month, exclusive of carrying charges 
accrued pursuant to this Subsection (b)(2) and net of the 
related deferred tax amounts in Accounts 283 or 190, as 
appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in 
a supplementary Unrecovered Purchased Gas Cost 
Account for each rate schedule, and carrying charges shall 
not be computed on the amounts in such supplementary 
account. 

(c) Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

(1) The amounts in the Unrecovered Purchased Gas Cost Account 
shall be decreased each month by an amount determined by 
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multiplying the currently effective surcharge adjustment included in 
rates for that month (as calculated in Section 4) by the dks sold 
during that month under General Services Rate 66. The account 
shall be increased in the event the adjustment is a negative 
amount. 

(2) The amount amortized each month shall be applied pro rata 
between the amounts in the Unrecovered Purchased Gas Cost 
Account specified in Subsections 5(a)(l), (2), (3) and the amounts 
in the supplementary Unrecovered Purchased Gas Cost Account 
specified in Subsection 5(a)(4). 

6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting 
currently effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly 
show the derivation of the relevant amounts. 
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Name and Location Type or Class 
of Customer of Service 

Morris, Inc. Firm 
Commercial 

Merillat Corporation Firm 
Commercial 

Execution 
and 

Expiration 
Dates 

05-1 0-01 
To 

1 1-1 6-1 1 

€Jw-sx 
ie 

cl744-w 

05-01 -98 
To 

10-31 -03 

Most Comparable 
Reqular Tariff 

Schedule Contract 
No. Differences 

Rate 66 Rate 

Rate 70 Rate 
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I. PURPOSE: 
These rules are intended to define good practice which can normally be expected, 
but are not intended to exclude other accepted standards and practices not 
covered herein. They are intended to ensure adequate service to the public and 
protect the Company from unreasonable demands. 

The Company undertakes to furnish service subject to the rules and regulations of 
the Public Utilities Commission of South Dakota and as supplemented by these 
general provisions, as now in effect or as may hereafter be lawfully established, 
and in accepting service from the Company, each customer agrees to comply with 
and be bound by said rules and regulations and the applicable rate schedules. 

II. DEFINITIONS: 
The following terms used in this tariff shall have the following meanings, unless 
otherwise indicated: 

AGENT -The party authorized by the transportation service customer to act on 
that customer's behalf. 

APPLICANT - A customer requesting Company to provide service. 

COMMISSION - Public Utilities Commission of the State of South Dakota. 

COMPANY - Montana-Dakota Utilities Co. 

COMPANY'S OPERATING CONVENIENCE - The utilization, under certain circum- 
stances, of facilities or practices not ordinarily employed which contribute to the 
overall efficiency of Company's operations. This does not refer to the customer's 
convenience nor to the use of facilities or adoption of practices required to comply 
with applicable laws, ordinances, rules or regulations, or similar requirements of 
public authorities. 

CURTAILMENT - A reduction of transportation or retail natural gas service 
deemed necessary by the Company. Also includes any reduction of transportation 
natural gas service deemed necessary by the pipeline. 
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CUSTOMER - Any individual, partnership, corporation, firm, other organization or 
government agency supplied with service by Company at one location and at one 
point of delivery unless otherwise expressly provided in these rules or in a rate 
schedule. 

DELIVERY POINT -The point at which customer assumes custody of the gas 
being transported. This point will normally be at the outlet of Company's meter(s) 
located on customer's premises. 

GAS DAY - Means a period of twenty-four consecutive hours, beginning and 
ending at 9:00 A.M. Central Clock Time. 

HOUSEHOLD - A family or a group of people who live together. 

INDEBTED HOUSEHOLD - A  group of people living together among whom there 
is one who is indebted to a gas utility for service provided previously to the 
residence for which service is now sought. 

INTERRUPTION - A  cessation of transportation or retail natural gas service 
deemed necessary by Company. 

NOMINATION - The daily dk volume of natural gas requested by customer for 
transportation and delivery to customer at the delivery point during a gas day. 

PIPELINE - The transmission company(s) delivering natural gas into company's 
system. 

RATE - Shall mean and include every compensation, charge, fare, toll, rental and 
classification, or any of them, demanded, observed, charged or collected by the 
Company for any service, product, or commodity, offered by the Company to the 
public, and any rules, regulations, practices or contracts affecting any such 
compensation, charge, fare, toll, rental or classification. 
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RECEIPT POINT - The intertie between Company and the interconnecting 
pipeline(s) at which point Company assumes custody of the gas being transported. 

SHIPPER - The party with whom the Pipeline has entered into a service 
agreement for transportation services. 

CUSTOMER OBLIGATIONS: 
1. APPLICATION FOR SERVICE - A  customer desiring gas service must make 

application to the Company before commencing the use of the Company's 
service. The Company reserves the right to require a signed application or 
written contract for service to be furnished. All applications and contracts for 
service must be made in the legal name of the customer desiring the service. 
The Company may refuse a customer or terminate service to a customer who 
fails or refuses to furnish reasonable information requested by the Company 
for the establishment of a service account. Any customer who uses gas ser- 
vice in the absence of application or contract shall be subject to the 
Company's rates, rules, and regulations and shall be responsible for payment 
of all service used. 

Subject to rates, rules, and regulations, the Company will continue to supply 
gas service until notified by customer to discontinue the service. The 
customer will be responsible for payment of all service furnished through the 
date of discontinuance. 

Any customer may be asked to make a deposit as required. 

INPUT RATING - All new customers whose consumption of gas for any 
purpose will exceed an input of 2,500,000 Btu per hour, metered at a single 
delivery point, shall consult with the Company and furnish details of estimated 
hourly input rates for all gas utilization equipment. Where system design 
capacity permits, such customers may be served on a firm basis. Where 
system design capacity is limited, and at Company's sole discretion, Company 
will serve all such new customers on an interruptible basis only. Architects, 
contractors, heating engineers and installers, and all others should consult 
with the Company before proceeding to design, erect or redesign such 
installations for the use of natural gas. This will insure that such equipment 
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will conform to the Company's ability to adequately serve such installations 
with gas. 

3. ACCESS TO CUSTOMER'S PREMISES - Company representatives, when 
properly identified, shall have access to customer's premises at all reasonable 
times for the purpose of reading meters, making repairs, making inspections, 
removing the Company's property, or for any other purpose incidental to the 
service. 

4. COMPANY PROPERTY - The customers shall exercise reasonable diligence 
in protecting the Company's property on their premises, and shall be liable to 
the Company in case of loss or damage caused by their negligence or that of 
their employees. 

5. INTERFERENCE WITH COMPANY PROPERTY - The customer shall not 
disconnect, change connections, make connections or otherwise interfere with 
Company's meters or other property or permit same to be done by other than 
the Company's authorized employees or representatives. 

6. RELOCATED LINES - Where Company facilities are located on a public or 
private utility easement and there is a buildinq encroachment(s), over qas 
facilities (Company-owned main, Company-owned sewice line or customer- 
owned service line) the customer shall be charqed for line relocation on the 
basis of actual costs incurred by the Company includinq any required 
easements. 

7. NOTIFICATION OF LEAKS - The customer shall immediately notify the 
Company at its office of any escape of gas in or about the customer's 
premises. 

8. TERMINATION OF GAS SERVICE -All customers are required to notify the 
Company, to prevent their liability for service used by succeeding tenants, 
when vacating their premises. Upon receipt of such notice, the Company will 
read the meter and further liability for service used on the part of the vacating 
customer will cease. 
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9. REPORTING REQUIREMENTS - Customer shall furnish Company all 
information as may be required or appropriate to comply with reporting 
requirements of duly constituted authorities having jurisdiction over the matter 
herein. 

IV. LIABILITY: 
1. CONTINUITY OF SERVICE - The Company will use all reasonable care to 

provide continuous service but does not assume responsibility for a regular 
and uninterrupted supply of gas service and will not be liable for any loss, 
injury, death, or damage resulting from the use of service, or arising from or 
caused by the interruption or curtailment of the same. 

2. CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in 
any other way does the Company give any warranty, express or implied, as to 
the adequacy, safety or other characteristics of any structures, equipment, 
lines, appliances or devices owned, installed or maintained by the customer or 
leased by the customer from third parties. 

3. COMPANY EQUIPMENT AND USE OF SERVICE - The Company will not be 
liable for any loss, injury, death or damage resulting in any way from the 
supply or use of gas or from the presence or operation of the Company's 
structures, equipment, lines, appliances or devices on the customer's 
premises, except loss, injuries, death, or damages resulting from the 
negligence of the Company. 

4. INDEMNIFICATION - Customer agrees to indemnify and hold Company 
harmless from any and all injury, death, loss or damage resulting from 
customer's negligent or wrongful acts under and during the term of service. 
Company agrees to indemnify and hold customer harmless from any and all 
injury, death, loss or damage resulting from Company's negligent or wrongful 
acts under and during the term of service. 

5. FORCE MAJEURE - In the event of either party being rendered wholly or in 
part by force rnajeure unable to carry out its obligations, then the obligations of 
the parties hereto, so far as they are affected by such force majeure, shall be 
suspended during the continuance of any inability so caused. Such causes or 
contingencies affecting the performance by either party, however, shall not 
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relieve it of liability in the event of its concurring negligence or in the event of 
its failure to use due diligence to remedy the situation and remove the cause in 
an adequate manner and with all reasonable dispatch, nor shall such causes 
or contingencies affecting the performance relieve either party from its 
obligations to make payments of amounts then due hereunder, nor shall such 
causes or contingencies relieve either party of liability unless such party shall 
give notice and full particulars of the same in writing or by telephone to the 
other party as soon as possible after the occurrence relied on. If volumes of 
customer's gas are destroyed while in Company's possession by an event of 
force majeure, the obligations of the parties shall terminate with respect to the 
volumes lost. 

The term "force majeure" as employed herein shall include, but shall not be 
limited to, acts of God, strikes, lockouts or other industrial disturbances, failure 
to perform by any third party, which performance is necessary to the 
performance by either customer or Company, acts of the public enemy or 
terrorists, wars, blockades, insurrections, riots, epidemics, landslides, 
lightning, earthquakes, fires, storms, floods, washouts, arrest and restraint of 
rulers and peoples, civil disturbances, explosions, breakage or accident to 
machinery or lines of pipe, line freeze-ups, sudden partial or sudden entire 
failure of gas supply, failure to obtain materials and supplies due to 
governmental regulations, and causes of like or similar kind, whether herein 
enumerated or not, and not within the control of the party claiming suspension, 
and which by the exercise of due diligence such party is unable to overcome; 
provided that the exercise of due diligence shall not require settlement of labor 
disputes against the better judgment of the party having the dispute. 

The term "force majeure" as employed herein shall also include, but shall not 
be limited to, inability to obtain or acquire, at reasonable cost, grants, 
servitudes, rights-of-way, permits, licenses, or any other authorizations from 
third parties or agencies (private or governmental) or inability to obtain or 
acquire at reasonable cost necessary materials or supplies to construct, 
maintain, and operate any facilities required for the performance of any 
obligations under this agreement, when any such inability directly or indirectly 
contributes to or results in either party's inability to perform its obligations. 
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V. GENERAL TERMS AND CONDITIONS: 
1. AGREEMENT - Upon request of the Company, customer may be required to 

enter into an agreement for any service. 

RATE OPTIONS - Where more than one rate schedule is available for the 
same class of service, the Company will assist the customer in selecting the 
applicable rate schedule(s). The Company is not required to change a 
customer from one rate schedule to another more often than once in twelve 
months unless there is a material change in the customer's load which alters 
the availability and/or applicability of such rate(s), or unless a change 
becomes necessary as a result of an order issued by the Commission or a 
court having jurisdiction. The Company will not be required to make any 
change in a fixed term contract except as provided therein. 

3. RULES FOR APPLICATION OF GAS SERVICE: 
a. Residential gas service is available to any residential customer for 

domestic purposes only. Residential gas service is defined as service for 
general domestic household purposes in space occupied as living 
quarters, designed for occupancy by one family. Typical service would 
include the following: separately metered units, such as single private 
residences, single apartments, mobile homes and sorority and fraternity 
houses (this is not an all-inclusive list). In addition, auxiliary buildings on 
the same premise as the living quarters, used for residential purposes, or 
for the producing operations of a farm or ranch, may be served on the 
residential rate. 

b. Nonresidential service is defined as service provided to a business 
enterprise in space occupied and operated for nonresidential purposes. 
Typical service would include stores, offices, shops, restaurants, boarding 
houses, hotels, service garages, wholesale houses, filling stations, barber 
shops, beauty parlors, master metered apartment houses, common areas 
of shopping malls or apartments (such as halls or basements), churches, 
elevators, schools and facilities located away from the home site (this is 
not an all-inclusive list). 

- - 
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c. The definitions above are based upon the supply of service to an entire 
premise through a single delivery and metering point. Separate supply for 
the same customer at other points of consumption may be separately 
metered and billed. 

d. If separate metering is not practical for a single unit (one premise) that is 
using gas for both domestic purposes and for conducting business (or for 
nonresidential purposes as defined herein), the customer will be billed 
under the predominate use policy. Under this policy, the customer's 
combined service is billed under the rate (Residential or Nonresidential) 
applicable to the type of service which constitutes 50% or more of the 
customer's total connected load. 

e. Other classes of service furnished by the Company shall be defined in 
applicable rate schedules or in rules and regulations pertaining thereto. 
Service to customers for which no specific rate schedule is applicable shall 
be billed on the Nonresidential rates. 

4. DISPATCHING - Transportation customers will adhere to gas dispatching 
policies and procedures established by Company to facilitate transportation 
service. Company will inform customer of any changes in dispatching policies 
that may affect transportation services as they occur. 

5. RULES COVERING GAS SERVICE TO MANUFACTURED HOMES -The 
rules and regulation for providing gas service to manufactured homes are in 
accordance with the Code of Federal Regulations (24CFR Part 3280 - 
Manufactured Home Construction and Safety Standards) Subpart G and H 
which pertain to gas piping and appliance installation. In addition to the above 
rules, the Company also follows the regulations set forth in the NFPA 501A, 
Fire Safety Criteria for Manufactured Home Installations, Sites, and 
Communities. This information is available at Montana- 
Dakota Utilities Co.3 offices-. 

. . 

6. CONSUMER DEPOSITS - The Company will determine whether or not a 
deposit shall be required of an applicant for gas service in accordance with 
commission rules. 
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a. The amount of such deposit shall not exceed one-sixth of the estimated 
annual bill. If a customer has no deposit or one which is inadequate in 
comparison with his recent bills for service the Company may collect an 
additional amount in order to bring the total deposit up to the foregoing 
standard. Should a customer be unable to pay the full amount of the 
deposit, the Company shall accept payment of the deposit in reasonable 
installments not to exceed four months. 

The Company may accept in lieu of a cash deposit a contract signed by a 
guarantor, satisfactory to the Company, whereby the payment of a 
specified sum not to exceed the required cash deposit is guaranteed. The 
term of such contract shall automatically terminate after the customer has 
established credit that would result in return of a deposit or at the 
guarantor's request upon sixty days written notice to the Company. 
However, no agreement shall be terminated without the customer having 
made satisfactory settlement for any balance which the customer owes the 
Company. Upon termination of a guarantee contract a new contract or a 
cash deposit may be required by the Company. 

c. The customer may in lieu of a deposit be placed on an early payment list 
whereby customer shall pay the service bill within a minimum of five 
working days. However for early payment, early disconnection shall be 
proper when a customer fails to pay the service bill within a minimum of 
five working days. 

A deposit shall earn interest at the rate of 7% per year for such period as 
the customer receives service. Interest shall be credited to the customer's 
account annually during the month of December. 

Deposits with interest shall be refunded to customers at termination 
provided all billings for service have been paid. Deposits with interest will 
be refunded to all active customers, after the deposit has been held for 
twelve months, provided satisfactory credit has been established. 

7. METERING AND MEASUREMENT: 
a. Company will meter the volume of natural gas delivered to customer at the 

delivery point. Such meter measurement will be conclusive upon both 
parties unless such meter is found to be inaccurate, in which case the 
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quantity supplied to customer shall be determined by as correct an 
estimate as it is possible to make, taking into consideration the time of 
year, the schedule of customer's operations and other pertinent facts. 
Company will test meters in accordance with applicable state utility rules 
and regulations. 

b. Transportation customers agree to provide the cost of the installation of 
-remote data acquisition equipment to Company 
before transportation service is implemented. 

8. MEASUREMENT UNIT FOR BILLING PURPOSES -The measurement unit 
for billing purposes shall be one (1) decatherm (dk), unless otherwise 
specified. Billing will be calculated to the nearest one-tenth (1110) dk. One dk 
equals 10 therms or 1,000,000 Btu's. Dk's shall be calculated by the 
application of a thermal factor to the volumes metered. This thermal factor 
consists of: 

a. An altitude adjustment factor used to convert metered volumes at local 
sales base pressure to a standard pressure base of 14.73 psia, and 

b. A Btu adjustment factor used to reflect the heating value of the gas 
delivered. 

9. UNIT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose of 
measurement shall be one ( I )  cubic foot of gas at either local sales base 
pressure or 14.73 psia, as appropriate, and at a temperature base of sixty de- 
grees Fahrenheit (60" F). All measurement of natural gas by orifice meter 
shall be reduced to this standard by computation methods, in accordance with 
procedures contained in ANSI-API Standard 2530, First Edition, as amended. 
Where natural gas is measured with positive displacement or turbine meters, 
correction to local sales base pressure shall be made for actual pressure and 
temperature with factors calculated from Boyle's and Charles' Laws. Where 
gas is delivered at 20 psig or more, the deviation of the natural gas from 
Boyle's Law shall be determined by application of Su~ercompressibility Factors 
for Natural Gas published by the American Gas Association, Inc., copyright 
1955, as amended or superseded. Where gas is measured with electronic 
correctinq instruments at pressures greater than local sales base, 
supercompressibility will be calculated in the corrector usinq AGA-3lNX-19, as 
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amended, supercompressiblity calculation. Supercompressibility factor 
adjustments will be waived on monthly billed volumes of 250 dk or less. 

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of 
Service from Highest to Lowest: 
a. Priority I - Firm sales -services. 
b. Priority 2 - Small interruptible sales and small interruptible 

transportation services at the maximum rate on a pro rata basis. 
c. Priority 3 - Large interruptible sales and large interruptible 

transportation services at the maximum rate on a pro rata basis. 
d. Priority 4 - Small interruptible sales and small interruptible 

transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

e. Priority 5 - Large interruptible sales and large interruptible 
transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

f. Priority 6 - Gas scheduled to clear imbalances. 

Montana-Dakota shall have the right, in its sole discretion, to deviate from 
the above schedule when necessary for system operational reasons and if 
following the above schedule would cause an interruption in service to a 
customer who is not contributing to an operational problem on 
Montana-Dakota's system. 

Montana-Dakota reserves the right to provide service to customers with a 
lower priority while service to higher priority customers is being curtailed 
due to restrictions at a given delivery or receipt point. When such 
restrictions are eliminated, Montana-Dakota will reinstate sales and/or 
transportation of gas according to each customer's original priority. 

1 1. LATE PAYMENT - Amounts billed will be considered past due if not paid 
by the due date shown on the bill. An amount equal to 1 % per month will 
be applied to any unpaid balance existing at the immediate subsequent 
billing date, provided however, that such amount shall not apply where a 
bill is in dispute or a formal complaint is being processed. All payments 
received will apply to the customer's account prior to calculating the late 
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payment charge. Those payments applied shall satisfy the oldest portion 
of the bill first. 

12. RETURNED CHECK CHARGE - A charge of $20.001-8,88 will be 
collected by the Company for each check charged back to the Company 
by a bank. 

TAX CLAUSE - In addition to the charges provided for in the gas tariffs of 
the Company, there shall be charged pro rata amounts which, on an 
annual basis, shall be sufficient to yield to the Company the full amount of 
any sales, use or excise taxes, whether they be denominated as license 
taxes, occupation taxes, business taxes, privilege taxes, or otherwise, 
levied against or imposed upon the Company by any municipality, political 
subdivision, or other entity, for the privilege of conducting its utility 
operations therein. 

The charges to be added to the customers' service bills under this clause 
shall be limited to the customers within the corporate limits of the 
municipality, political subdivision or other entity imposing the tax. 

14. UTILITY CUSTOMER SERVICES: 
a. The following services will be performed at no charge regardless of the 

time of performance: 

1. Fire and explosions calls. 

2. Investigate hazardous condition on customer premises, such as 
gas leaks, odor complaints, wmh&m+scombustible fumes. 

3. Maintenance or repair of Company-owned facilities on the 
customer's premises. 

b. The following service calls will be performed at no charge during the 
Company's normal business hours: 

1. Cut-ins and cut-outs. 
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2. Lighting pilots, inspecting, and adjusting gas equipment in 
connection with establishing service when working cut-in orders. 

3. High bills or inadequate service complaints. 

4. Location of underground Company facilities and customer-owned 
gas service lines for contractors, builders, plumbers, etc. 

5. Service calls for routine cut-ins, when the order is received prior to 
12:00&3Q P.M. on a regular work day will be considered as non- 
chargeable regardless if work is performed outside of normal 
working hours. 

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS 
HOURS - For service requested by customers after the Company's 
normal business h o u r s ~ ,  a 
charge will be made for labor at standard overtime service rates and 
material at retail prices. 

Customers requesting service after the Company's normal business hours 
will be informed of the after hour service rate and encouraged to have the 
service performed during normal business hours. 

16. NOTICE TO DISCONTINUE GAS SERVICE - Customers desiring to 
have their gas service discontinued shall notify the Company during 
regular business hours, one business day before service is to be 
disconnected. Such notice shall be by letter, personal visit or telephone 
call to the Company's local business office, in communities in which an 
office is maintained. In other communities such notice shall be given to 
the Company's representative who services the community or to the 
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nearest business office. Saturdays, Sundays and legal holidays are not 
considered business days. 

17. INSTALLING TEMPORARY METERING FACILITIES OR SERVICE - A  
customer requestinq a temporaw meter installation and service will be 
charqed on the basis of direct costs incurred bv the Companv. 

184-7. RECONNECTION FEE FOR SEASONAL OR TEMPORARY - 
CUSTOMERS ,A, f m . C C  will be CC 

,.ft.,* A customer who requests reconnection of 
service, at a location where same customer discontinued the same 
service durinq the precedinq 12-month period will be charged the Basic 
Service Charqe applicable durinq the period service was not beinq used 
or a minimum of $30.00 durinq normal business hours. The minimum will 
be based on standard overtime rates for reconnectins service after normal 
business hours. 

Transportation customers who cease service and then resume service 
within the succeeding 12 months shall be subject to a reconnection 
charge of $160.00 whenever reinstallation of the wpm#-remote data 
acquisition equipment is necessary. 

194-8. DISCONNECTION OF SERVICE FOR NONPAYMENT OF BILLS - All - 
amounts billed for service are due when rendered and will be considered 
delinquent if not paid by due date shown on the bill. If any customer shall 
become delinquent in the payment of amounts billed, such service may be 
discontinued by the Company under the applicable rules of the 
Commission. The Company may collect a fee of $ 3 0 . 0 0 ~  before 
restoring gas service which has been disconnected for nonpayment of 
service bills during normal business hours. Standard overtime rates will 
apply for services performed after normal business hours. 

201-9. DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN - 
NONPAYMENT OF BILLS -The Company reserves the right to 
discontinue service for any of the following reasons: 
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a. In the event of customer use of equipment in such a manner as to 
adversely affect the Company's equipment or service to others. 

b. In the event of tampering with the equipment furnished and owned 
by the Company. 

c. For violation of or noncompliance with the Company's rules on file 
with the Commission. 

d. For failure of the customer to fulfill the contractual obligations 
imposed as conditions of obtaining service. 

e. For refusal of reasonable access to property to the agent or 
employee of the Company for the purpose of inspecting the 
facilities or for testing, reading, maintaining or removing meters. 

The right to discontinue service for any of the above reasons may be 
exercised whenever and as often as such reasons may occur, and any 
delay on the part of the Company in exercising such rights, or omission of 
any action permissible hereunder, shall not be deemed a waiver of its 
rights to exercise same. 

Nothing in these regulations shall be construed to prevent discontinuing 
service without advance notice for reasons of safety, health, cooperation 
with civil authorities, or fraudulent use, tampering with or destroying 
Company facilities. 

The Company may collect a reconnect fee of $1-23.00 before restoring 
gas service which has been disconnected for the above causes. 

21. UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is 
defined as any deliberate interference or tamperinq with a Companv 
meter, pressure requlator, reqistration, connections, equipment, seals, 
valve, procedures or records resulting in a loss of revenue to the 
Companv. Unauthorized service includes reconnection of service, that has 
been terminated, without the Companv's consent. 
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a. Tvpes of unauthorized use of service includes, but is not limited to, 
tamperinq or unauthorized reconnection by the followinq methods: 

1. Bypass pipina around meter. 
2. Bypass piping installed in place of meter. 
3. Meter reversed. 
4. Meter index disenqaqed or removed. 
5. Service or equipment tampered with or pipinq connected ahead of 

meter. 
6. Tamperinq with meter or pressure requlator that affects the 

accurate reqistration of qas usaqe. 
7. Gas beinq used after service has been discontinued by the 

Company. 
8. Gas beinq used after service has been discontinued by the 

Company as a result of a new customer turninq qas on without the 
proper connect request. 

b. Any charqes for damaqe to Company property will be billed to the 
customer. The customer may also be charqed for: 

1. Time, material and transportation costs used in investiqation or 
surveillance. 

2. Estimated charqe for non-metered qas. 
3. On-premise time to correct situation. 
4. A minimum fee of $30.00 will apply. 

All such charqes shall be at current standard or customaw amounts 
beinq charqed for similar services, equipment, facilities and labor by 
the Companv. 

c. Reconnection of Service: 
Customer service disconnected for any of the above reasons shall be 
reconnected after a customer has furnished satisfactory evidence of 
compliance with Company's rules and conditions of service, and paid 
any service charqes which are due, including: 
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1. All delinquent bills, if any; 
2. The amount of any Company revenue loss attributable to said 

unauthorized use of service; 
3. Expenses incurred by the Company in replacina or repairing the 

meter or other appliance, costs incurred in preparation of the bill, 
and costs outlined in paragraph b. above; 

4. Reconnection fee applicable; and 
5. A Cash deposit, the amount of which will not exceed the maximum 

amount determined in accordance with SV, paraqraph 6 
CONSUMER DEPOSITS. 

22%. GAS METER TEST BY CUSTOMER REQUEST - Any customer may - 
request the Company to test its gas meter. The Company shall make the 
test as soon as possible after receipt of the request. If a request is made 
within one year after a previous request, the Company may require a 
deposit as follows: 

Meter Ratinq Deposit Amount 

Residential 
All 

Non-Residential 

425 CFH* or less 
426 CFH to 1000 CFH 
Over 1000 CFH 

* Cubic feet per hour 

The deposit shall be refunded only if the meter is found to have an 
unacceptable error, as defined in the Commission's regulations. 

- -  - - - 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 1.1 9 

GENERAL PROVISIONS Rate 100 

Page 20 of a20 

2322. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS: - 
Rate 102 - Residential Rate for Regular Employees 
Rate 1 19 - Interruptible Gas Service Extension Policy 
Rate 120 - Firm Gas Service Extension Policy 
Rate 124 - New Installation, Replacement, Relocation and Repair 

of Gas Service Lines 
F k 3 k 4 2 5 - W  

Rate 134 - Rules and Policies for Implementing Master Metering 
Restrictions 

-- - 
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The rate for residential gas service for regular employees of Montana-Dakota Utilities Co., 
MDU Resources Group, Inc., and all wholly-owned subsidiaries of MDU Resources 
Group, Inc., shall be computed at the applicable rate, and the amount reduced by 33 
113%. This is available only for residential use, in a single family unit, served by the 
Company to a regular employee who has been continuously employed at least six months 
and is the principal support of the household in which employee resides, or is the spouse 
of the principal support. 
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide 
interruptible sales or interruptible transportation service to customers, except for 
customers served on Rate 66, is as follows: 

1. Contribution 

a. Prior to construction, the customer shall contribute an amount equal to the total 
cost of construction including all gas main extensions, valves, tap setting and 
associated equipment, barricade, service W ~ ( s ) ,  regulators, meters 
(excluding -remote data acquisition equipment), any 
required payments made by the Company to the transmission pipeline to 
accommodate the extensions, and other costs as adjusted for federal and state 
income taxes. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction or, 

ii. The customer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the total contribution required 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or written guarantee 
commitment, shall be effective for a five-year period commencing at the 
plant in service date, and is subject to approval and acceptance by the 
Company. If at the end of the original five-year term, a contribution 
requirement exists for the subject project, the surety or guarantor shall 
pay the Company for such contribution requirement, or 

iii. Customer, upon approval by Company, may finance the amount of the 
required contribution subject to the following conditions: I) maximum 
contribution to be financed shall be determined by the Company at its sole 
discretion, 2) maximum term shall be five years, 3) interest will be 
charged at the Company's incremental weighted cost of capital. 
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c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may be 
made. 

d. -Remote data acquisition equipment costs shall be 
subject to the terms and conditions specified in Transportation Service Rates 81- 
and, 82+. - 

2. Refund 

a. If within the five-year period from the extension(s) in service date, the total of 
the customer's contribution and actual margin paid to the Company equals or 
exceeds the total present value of the revenue requirement associated with the 
extension, Company shall refund the amount exceeding the revenue 
requirement on the following basis: 

i. Annually, beginning at the 2nd anniversary of the extension(s) in service 
date, the Company will refund to the customer, the amount exceeding the 
total present value of the revenue requirement at a rate of 50% of the 
current year margin associated with the customer's actual throughput. 

ii. Customers who have posted a bond, letter of credit, or a written guarantee 
commitment will be notified of any reduction in surety or guarantee 
requirements based on the above calculation. 

iii. No refunds will be made for amounts less than $25.00. 

b. Interest will be calculated annually by the Company on any refund amounts and 
shall be equal to the average commercial paper interest rate (AIIPI), not to 
exceed 12 percent per annum. 

c. No refund shall be made by the Company after the five-year refund period has 
expired, and in no case shall the refund, excluding interest, exceed the amount 
of contribution made by the customer. 
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide firm 
sales or firm transportation service to customers is as follows: 

A. General Rules and Requlations Applicable to all Firm Service Extensions 

1 An extension will be constructed without a contribution if the estimated capital 
expenditure is cost justified as defined in paragraph A.3. 

2. The Company may require customer or developer cost participation if the 
estimated capital expenditure is not cost justified. 

3. The extension will be considered cost justified if the calculated maximum 
allowable investment equals or exceeds the estimated capital expenditure 
using the following formula: 

Maximum Allowable Investment= 

Annual Basic ServiceGttshw Charqe + (Proiect Estimated 3rd Year Annual Dk x 
Distribution Deliverv CharqeLM-lvb&Z/Levelized Annual Revenue Requirement Factor 

4. Cost of the extension shall include, if applicable, the gas main extension(s), 
valves, tap setting and associated equipment, barricade, service sbbline(s), 
any required payments made by the Company to the transmission pipeline 
company to accommodate the extension(s), and other costs excluding the 
distribution meter and regulator. 

The service line is that portion of the gas service extending from the 
main- to the connection at the house regulator and/or meter. 
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5. Where cost participation is required, such extension is subject to execution of 
the Company's standard agreement for extensions by the customer or the 
developer and Company. 

6. A refund will be made only when there is a reduction in the amount of 
contribution required within a five-year period from the extension(s) in service 
date. Interest will be calculated annually by the Company on any refund 
amounts and shall be equal to the average commercial paper interest rate 
(AIIPI ), not to exceed 12 percent per annum. 

No refund shall be made by Company after the five-year refund period and in 
no case shall the refund excluding interest, exceed the amount of the 
contribution. 

7. The Company reserves the riqht to charqe customer the cost associated with 
providinq service to customer if service is not initiated within 12 months of 
such installation. 

Customer Extensions 

Cost participation for extensions where customers will be immediately available for 
service is as follows: 

1. Contribution - 

a. When a contribution is required, the customer(s) shall pay the Company 
the portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction, or 

ii. Payment of 25% of the contribution prior to construction and the 
balance in no more than twenty-four equal monthly installments. If 
customer discontinues service within the twenty-four month period, the 
balance will be due and payable upon discontinuance of service, or 
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iii. Customer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the required contribution prior 
to construction. Such bond, issued by a bonding company authorized 
to do business in the state, letter of credit, or written guarantee 
commitment, shall be effective for the original five-year term and is 
subject to approval and acceptance by the Company. If at the end of 
the original five-year term, a contribution requirement exists in the 
subject project based on a recalculated maximum expenditure, the 
surety or guarantor shall reimburse the Company for such 
recalculated contribution requirement, or 

iv. Customer, upon approval by Company, may finance the amount of the 
required contribution subject to the following conditions: 1) maximum 
contribution to be financed shall be determined by the Company at its 
sole discretion, 2) maximum term shall be five years, 3) interest will be 
charged at the Company's incremental weighted cost of capital. 

c. Upon completion of construction, the contribution amount will be adjusted 
to reflect actual costs, and an additional charge may be levied or a refund 
may be made. 

d. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volume exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. 

e. The recalculated contribution requirement shall be collected from the new 
applicant(s). 

2. Refund - 

a. The Company will refund to the original contributor(s) the amount required 
to reduce their contribution to the recalculated contribution requirement. 
No refunds will be made for amounts less than $25.00. Customers who 
have posted a bond, letter of credit, or written guarantee commitment will 
be notified of any reduction in surety or guarantee requirements. 
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b. No refunds will be made until the new applicants begin taking service from 
the Company. 

c. If the addition of new customers will increase the contribution required from 
existing customer(s), the extension will be considered a new extension and 
treated separately. 

3. Incremental Expansion Surcharge - 

a. The Company, in its sole discretion, may offer an Incremental Expansion 
Surcharge (Surcharge) to groups of customers requesting service totaling 
10 or more when the total estimated cost would otherwise have been 
prohibitive under the Company's present rates and gas service extension 
policy. The contribution requirement to be collected under the Surcharge 
shall be the amount of the capital expenditure in excess of the Maximum 
Allowable Investment determined in accordance with paragraph A.3. 

i. A minimum up-front payment of $100.00 will be collected from each 
customer who signs an agreement to participate in the expansion. 

ii. For projects that are expected to be recovered within a 5-year period, 
the Surcharge shall be set at a fixed monthly charge of $5.00 per 
month plus $1.50 per dk. 

iii. For projects that are not expected to be recovered within a 5-year 
period, the Surcharge shall be set at a fixed monthly charge of $5.00 
per month plus a commodity charge designed to provide recovery of 
the contribution requirement. 

b. The Surcharge shall remain in effect until the net present value of the 
contribution requirement, calculated using a discount rate equal to the 
overall rate of return authorized in the last rate case, is collected. 

c. The Surcharge shall apply to all customers connecting to natural gas 
service within the expansion area until the contribution requirement is 
satisfied. 
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d. The net present value of the Surcharge will be treated as a contribution-in- 
aid of construction for accounting purposes. 

Developer Extensions 

Cost participation may be required for extensions such as a subdivision or mobile 
home court, in which a developer is installing roads, utilities, etc., before housing is 
built. 

I. Contribution - 

a. When a contribution is required, the developer shall pay the Company the 
portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction, or 

ii. Developer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the required contribution 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or a written 
guarantee commitment, shall be effective for the original five-year 
term and is subject to approval and acceptance by the Company. If 
at the end of the original five-year term, a contribution requirement 
exists in the subject project based on a recalculated maximum 
expenditure, the surety shall reimburse the Company for such 
recalculated contribution requirement, or 

iii. &t&mwDeveloper, upon approval by Company, may finance the 
amount of the required contribution subject to the following 
conditions: I) maximum contribution to be financed shall be 
determined by the Company at its sole discretion, 2) maximum term 
shall be five years, 3) interest will be charged at the Company's 
incremental weighted cost of capital. 
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c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may 
be made. 

2. Refund - 

a. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volumes exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. Such recalculation shall 
be done annually based upon the anniversary of the extension@) in service 
date. 

b. The Company will refund to the developer the amount required to reduce 
their contribution to the recalculated contribution requirement. No refunds 
will be made for amounts less than $25.00. Developers who have posted a 
bond, letter of credit, or written guarantee commitment will be notified of any 
reduction in surety or guarantee requirements. 

c. If the addition of new customer(s) will increase the contribution required 
from the developer, the extension will be considered a new extension and 
treated separately. 
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1 The Companv will install, at its expense, a service line extendinq from the main to 
the connection at the premise requlator andlor meter for all customers connected 
on and after (effective date of tariff) and all replacement service lines .installed on 
and after (effective date of tariff). The service line installed bv the Comoanv will 
remain the Companv's propertv. 

2. A non-refundable contribution mav be required for that portion of the service line 
cost not supported bv the expected or actual connected load. The contribution 
requirement will be determined based on minimum footaqe allowances determined 
annually takinq into account the maximum allowable investment defined in Rate 
I20  and the averaqe installed per foot cost. The Company reserves the riqht to 
charqe customer the total cost of the installed service line if service is not initiated 
within 12 months of such installation. 

3. The portion of the service line not cost iustified shall be charqed to the customer 
on the basis of direct costs to the Companv. The Companv mav, at its option, 
calculate a statewide average cost per foot for such work based on its experience 
and mav use such calculated amount for billinq purposes. No minimum amount 
shall apply. 

$5. Where service line location changes are maderequired due to building 
encroachments (a building is being constructed or is already located over a 
service line, etc.), c: . . . . the customer shall be charged 
on the basis of direct costs incurred by the CompanyT.- - 

56. Whenever a service line is damaged - 
I - 1  -- 

customer necessitatinq the service line to be either repaired or replaced in whole 
or in substantial part, such work shall be charged for on a direct cost basis- 
d. If the damage was 
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caused by independent contractors, not in the employ of the customer, the 
charges shall be billed directly to such contractor. 

r nr 
V I 

%ch c- bc c d  5"- 
. . 

6. Service line chanqes necessary to increase the size and capacitv of an existinq 
service line because of increased demand shall be treated in accordance with 
paragraph 2 above. 
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Section 1. Definitions 

"Multiple occupancy building" shall mean any building which contains more than 
one residential or commercial unit. 

"New multiple occupancy building" shall mean any building for which the physical 
labor involved in the erection of such building started on or after June 13, 1980. 

"Existing multiple occupancy building" shall mean any building for which the 
physical labor involved in the erection of such building started before June 13, 
1980. 

"Mobile home court or trailer park" shall mean any such mobile home courts or 
trailer parks in which residence is predominantly either permanent or long term, 
and shall not include mobile home courts or trailer parks in which residency is 
highly transient, such as campgrounds for recreational vehicles or trailers used for 
recreation or vacations. 

"New mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced on or after June 
13, 1980. 

"Existing mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced before June 13, 
1980. 

"Master metered service" shall mean gas service provided to more than one 
residential or commercial unit through a single meter. 

"Individually metered service" shall mean gas service provided to one residential 
or commercial unit through a single meter which serves that unit only and no other 
unit. 

"Company" shall mean Montana-Dakota Utilities Co. 
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Section 2. Apolicability 

Natural gas service to new multiple occupancy buildings and mobile home courts 
or trailer parks shall be provided as individually metered service only unless 
specifically exempted by one or more of the provisions contained in Section 3 
below. 

Section 3. Exceptions 

Residential multiple occupancy buildings consisting of no more than two units, one 
of which is owner occupied, may be served by one master meter. 

The following multiple occupancy buildings or facilities may be served by master 
meter: 

(i) Hospitals 
(ii) Nursing or convalescent homes 
(iii) Transient hotels or motels 
(iv) Dormitories 
(v) Campgrounds 
(vi) Residential facilities of a transient nature 

Existing multiple occupancy buildings (construction of which commenced before 
June 13, 1980) which are presently receiving master metered gas service may 
continue to be served on a master metered basis. 

Master metered gas service provided for central heating or cooling systems, 
central ventilating systems or for central hot water heating systems. 

Service to multiple occupancy buildings constructed, owned or operated with 
funds appropriated through the U.S. Department of Housing and Urban 
Development, or any other federal or state government agency, shall be served by 
individual meters. If such individual metering requirement is inconsistent with 
regulations promulgated by such department or agency, service on a master 
metered basis is allowed. 
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(f) Existing mobile home courts and trailer parks may continue to be 
served on a master metered basis, subject to Section 5 of this tariff. 

Section 4. Remodelinq and Renovation 

Where there is an existing multiple occupancy building receiving master metered 
gas service which is substantially remodeled or renovated for continued use as a 
multiple occupancy building, for which the physical labor for remodeling or 
renovation is begun after June 13, 1980, gas service to the units after completion 
of the remodeling or renovation shall be on an individual metered basis, unless the 
owner of such building demonstrates to the South Dakota Public Utilities 
Commission that such conversion would be impractical, uneconomical or 
unfeasible, and the owner of such building provides the Company with evidence of 
the South Dakota Public Utilities Commission decision. 

Section 5. Owner or Operator Charqe for Gas Service 

(a) Gas service to an existing master metered multiple occupancy building, if not 
otherwise prohibited by this tariff, shall be provided only upon condition that 
charges for gas made by the owner or operator to each tenant or occupant shall 
be equal to each tenant's or occupant's pro rata share of the total amount charged 
to the owner or operator by the Company in proportion to the ratio of the total 
square foot floor area of the building. 

(b) Gas service to an existing master metered mobile home court or trailer park shall 
be provided only upon condition that charges for gas made by the owner or 
operator of such court or park to each tenant or occupant shall be equal to such 
tenant's or occupant's pro rata share of the total amount charged to the owner by 
the Company in proportion to the ratio of the square foot floor area of each 
tenant's or occupant's unit to the total square foot floor area of the mobile home 
court or trailer park. 
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Section 6. Variation 

Any variation from the above rules will only be made after the owner or operator 
provides evidence of South Dakota Public Utilities Commission approval of such 
variation. 

All other rules and regulations of Montana-Dakota which govern gas service in 
South Dakota and which do not conflict with the provisions of this rule shall apply to 
gas service provided to new and existing buildings which are subject to this rule. 
The customer is responsible for ascertaining and complying with all applicable rules 
and regulations of any governmental authority having jurisdiction over the subject 
matter of this rule. 
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of 

C. Wayne Fox 

Would you please state your name and business address? 

Yes, my name is C. Wayne Fox. My business address is 400 North 

Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the President of Montana-Dakota Utilities Co. (Montana- 

Dakota), a Division of MDU Resources Group, Inc. 

What are your duties and responsibilities with Montana-Dakota? 

I have executive responsibility for the development, coordination 

and implementation of Company strategies and policies relative to all 

areas of operations. 

Would you please outline your educational and professional background? 

In 1964, 1 received a Bachelor of Science degree in Electrical 

Engineering from Chicago Technical College, Chicago, Illinois. I received 

a Master of Arts degree in Business Administration from the University of 

Illinois, Springfield, Illinois, in 1975. Upon graduating from college in 

1964, 1 joined the Illinois Commerce Commission, the state body 

regulating public utilities in Illinois, as an electrical engineer. Upon 

termination of my employment with the Illinois Commerce Commission in 



June 1980, 1 was serving as Manager of the Public Utilities Division. In 

that capacity, my duties included testifying in formal cases before the 

Commission, formulating and coordinating Commission policies on 

technical and administrative matters, processing formal and informal 

cases, and advising the Commission on matters related to the regulation 

of public utilities operating in the state of Illinois. 

In June 1980, 1 joined Montana-Dakota as Assistant Treasurer - 

Regulatory Affairs, retaining that position until May I982 when I was 

elected Assistant Vice President - Regulatory Affairs. In May 1985, 1 was 

promoted to Vice President - Regulatory Affairs. In May 1987, my duties 

were broadened to include the Company's purchasing and general 

services activities. At that time, my title was changed to Vice President - 
Regulatory Affairs and General Services. I assumed my present position 

in August 2000. 

I also have been involved with the activities of the Electric Power 

Research Institute, the Edison Electric Institute and the American Gas 

Association. 

Have you testified before this Commission and other state regulatory 

bodies? 

Yes. I have previously sponsored testimony before this 

Commission, the Montana Public Service Commission, the North Dakota 

Public Service Commission, the Minnesota Public Utilities Commission 

and the Wyoming Public Service Commission. 



In addition, during my tenure with the Illinois Commerce 

Commission, I testified in a number of cases before that Commission. 

What is the purpose of your testimony? 

The purpose of my testimony is to provide an overview of our 

South Dakota natural gas operations, explain our request for a gas rate 

increase and discuss the policies and reasons underlying the major 

aspects of the request. I will also identify the Company witnesses in this 

proceeding. I should note at the outset that this requested increase is 

applicable only to our Black Hills system customers. This request does 

not affect natural gas customers served from our East River system. 

Would you provide a summary of Montana-Dakota's gas operations in the 

Black Hills region of South Dakota? 

The Black Hills natural gas distribution system serves 

approximately 40,800 customers in 13 communities. The customer mix is 

about 88% residential, 12% firm general service, with the Air Force, small 

interruptible and large interruptible customers making up less than 0.2% of 

the customers. The residential, firm commercial and small interruptible 

customers use natural gas primarily for space and water heating. As 

such, Montana-Dakota's system has a low load factor with peak gas 

requirements occurring during the winter with summer loads being small 

by comparison. The total annual gas used by our Black Hills system 

customers is 7.6 Mmdk as projected for 2003 in this case. Montana- 

Dakota's Black Hills gas service area is a single operating region with a 



regional office located in Rapid City, a district office located in Spearfish 

and District Representatives stationed in three other communities in the 

area. As of December I ,  2002, the Company had 64 full and part-time 

employees who live and work throughout our Black Hills gas service area. 

Mr. Fox, did you authorize the filing of the rate application in this 

proceeding? 

Yes, I did. 

Why has Montana-Dakota filed this application for a gas rate increase? 

Montana-Dakota is requesting an increase in its general gas rates 

at this time because the current cost of providing natural gas service to 

our Black Hills system customers is not adequately reflected in the 

currently authorized rates. It should be noted that this application does 

not include any cost changes related to the cost of gas which is handled 

through the Commission authorized Purchased Gas Cost Adjustment 

tariff, Rate 88. 

Would you please explain the basic elements that make up the total costs 

of providing gas service and which of those elements is subject to 

regulation by this Commission? 

Yes. The costs of providing natural gas service can be best broken 

down into two major categories; first, the cost of gas delivered to the town 

border station, where it leaves the interstate or intrastate pipeline and 

enters our distribution system, and second, the cost of delivering the gas 

from the town border station through our distribution system to the 



individual customers. We call this portion distribution costs or non-gas 

costs. 

Natural gas purchased from a producer or supplier is a commodity 

like wheat or corn and prices are not regulated. The charges for moving 

the gas to our distribution system on the pipeline system are regulated by 

the Federal Energy Regulatory Commission or other regulatory agencies. 

These two elements, which we call "gas costs", are passed on to our 

customers on a dollar-for-dollar basis as specified in the Purchased Gas 

Cost Adjustment tariff, and there is no profit made by Montana-Dakota. 

This portion currently comprises about 70% of a typical residential bill for 

gas service. 

The distribution cost portion of our rates is regulated by this 

Commission and is the subject of this proceeding. This portion includes 

operation and maintenance expenses, depreciation, taxes, and a 

component for the opportunity to earn a return on the investment we have 

in facilities to provide natural gas service. The distribution costs are 

currently about 30% of a typical residential bill. The last time this portion 

of the rates increased was in January 1995. 

What is the amount of the increase requested? 

As will be fully explained by other Company witnesses, the 

Company is requesting an increase of $2,173,380. 

How will the requested increase affect the various classes of customers? 



The proposed percentage change in rates by customer class is as 

follows: 

Class Change 

Residential 5.8% 

Firm General Service 8.4% 

Air Force 0.0% 

Small Interruptible 0.0% 

Large Interruptible 0.0% 

Overall 5.8% 

What are the primary reasons that Montana-Dakota needs an increase at 

this time? 

The primary reasons are increases in operating expenses 

(operation and maintenance costs, depreciation and taxes other than 

income) and an increase in the investment in facilities used to provide 

natural gas service to our Black Hills system customers. 

When was the last gas general rate increase for Montana-Dakota? 

Montana-Dakota's Black Hills system gas rates were last increased 

in early 1995. The increase was $500,000 annually on December 7,1994 

plus another $254,000 on January 1,1995 to cover the cost of FAS 106. 

The changes were authorized in Docket No. NG94-012. 

Would you please explain how Montana-Dakota has been able to hold its 

gas rates down since January I ,  1995? 



From late 1994 through 2002 the consumer price index has risen 

approximately 21 %. In spite of this increase, we have been able to hold 

the line on our gas rates by finding ways of operating our business more 

efficiently and taking advantage of new technologies where it makes 

economic sense to do so. For example, we have created a centralized 

customer call center in Bismarck for all of our customers in the four state 

area and we have installed computers in our servicemen's trucks allowing 

them to receive orders electronically resulting in savings of at least one 

hour per day. We continue to look for opportunities to reduce costs and 

increase efficiencies, however, we now find ourselves in a position where, 

despite our efforts, we must seek rate relief. 

What policy changes are proposed by the Company in this filing? 

We are proposing a change in policy regarding service lines. 

Montana-Dakota is proposing to own all service lines on a prospective 

basis. Currently, the customers own the service lines in all communities 

served. We are proposing that Montana-Dakota will own, and pay for, 

subject to appropriate extension policy conditions, all new and 

replacement service lines on a prospective basis. This change will align 

the ownership of the service line with the responsibility for ongoing testing 

and maintenance of the lines, which rests with Montana-Dakota, and will 

avoid customer confusion and frustration in those instances when a 

replacement is necessary. 



Is Montana-Dakota proposing changes in its rate structure in this 

proceeding? 

Yes, Montana-Dakota is proposing a change in rate structure in this 

filing. The proposed rate structure, which is described in detail by other 

witnesses in this proceeding, is intended to provide greater price 

predictability for our customers, and revenue stability for the Company. 

The current rate structure produces a revenue stream which is very 

sensitive to temperature. When the winter heating season is warmer than 

normal, Montana-Dakota collects less than its distribution cost of service. 

When the winter heating season is colder than normal, Montana-Dakota 

collects more than its distribution cost of service. I believe it is essential 

that the rate structure proposed by the Company in this filing be approved 

by the Commission so that both the Company and its customers receive 

an additional measure of protection from what will otherwise be the 

financial effect of temperature. 

Will you please identify the other witnesses who will testify on behalf of 

Montana-Dakota in this proceeding? 

Yes. In addition to myself, Mr. J. Stephen Gaske, President of 

Zinder Companies, Inc., will testify regarding the appropriate cost of 

common equity and overall cost of capital for Montana-Dakota's gas 

operations. Mr. Craig A. Keller, Vice President, Controller and Chief 

Accounting Officer for Montana-Dakota will testify regarding the capital 

structure and overall debt and preferred equity costs. Ms. Rita A. Mulkern, 



Regulatory Analysis Manager for Montana-Dakota, will testify regarding 

the total revenue requirements necessary for Montana-Dakota's Black 

Hills system gas operations. Mr. Richard A. Espeland, Vice President - 

Human Resources for MDU Resources Group, Inc., will testify regarding 

the Supplemental Income Security Plan. Mr. Russell A. Feingold, 

Managing Director of Navigant Consulting, Inc., will testify regarding 

certain rate design issues and a proposed Distribution Delivery 

Stabilization Mechanism (a weather normalization mechanism) and Ms. 

Tamie A. Aberle, Pricing and Tariff Manager for Montana-Dakota, will 

testify on the specific rate design proposals. 

Mr. Fox, are the rates requested in this proceeding just and reasonable? 

Yes. In my opinion, the proposed rates are just and reasonable 

because they are reflective of the total costs being incurred by Montana- 

Dakota in providing gas service to its customers. The proposed rates will 

allow Montana-Dakota the opportunity to earn a just and reasonable return 

on its Black Hills area South Dakota gas operations. 

Does this complete your direct testimony? 

Yes, it does. 
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Please state your name, position and business address. 

My name is J. Stephen Gaske and I am President of Zinder Companies, 

Inc., 7508 Wisconsin Avenue, Suite 300 Bethesda, MD 208 14. 

Would you please describe your educational and professional background? 

I hold a B.A. degree from the University of Virginia and an M.B.A. degree 

with a major in finance and investments from George Washington University. I also 

received a Ph.D. degree fkom Indiana University where my major field of study was 

public utilities and my supporting fields were in finance and economics. 

From 1977 to 1980, I worked for H. Zinder & Associates as a research 

assistant and later as supervisor of regulatory research. In 1980 and 1981, I was 

employed by Olson and Company where my primary duties were to assist in the 

preparation of cost of capital studies for presentation in regulatory proceedings. 

From 1982 to 1986 I undertook graduate studies in economics and finance 

at Indiana University where I also taught courses in public utilities, transportation, 

and physical distribution. During this time I also was employed as an independent 

consultant on a number of projects involving public utility regulation, rate design, 

and cost of capital. From 1983-1986 I was coordinator for the Edison Electric 

18 Institute Electric Rate Fundamentals course. In 1986 I accepted an appointment as 
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assistant professor at Trinity University in San Antonio, Texas, where I taught 

courses in financial management, investments, corporate finance, and corporate 

financial theory. 

In 1988 I returned to H. Zinder & Associates as a consultant. I have 

testified or filed testimony or affidavits before the Federal Energy Regulatory 

Commission on more than twenty occasions. Topics covered in these 

submissions have included rate of return, capital structure, cost allocation, rate 

design, and market power. I also have filed testimony on the cost of capital and 

capital structure issues for electric, gas distribution and oil and gas pipeline 

operations before seven state regulatory bodies and the Comision Reguladora de 

Energia de MCxico ("CRE"). In addition, I have testified on rate design and 

pricing issues before the Maine Public Utilities Commission, the Iowa Utilities 

Board and the Postal Rate Commission, and on issues related to generating plant 

economics before the Wisconsin Public Service Commission. I have conducted 

many studies on issues related to regulated industries and have served as an 

advisor to numerous clients on economic, competitive and financial matters. I 

also have spoken and lectured before many professional groups including the 

American Gas Association and the Edison Electric Institute Rate Fundamentals 

courses. Finally, I am a member of the American Economic Association and its 

Transportation and Public Utilities Group, the Financial Management 

Association, and the AGA Rate Committee. 
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1 I. INTRODUCTION 

2 Scope and Overview 

3 43 .  What is the scope of your testimony in this proceeding? 

4 A. I have been asked by Montana-Dakota Utilities Co. ("Montana-Dakota") to 

5 evaluate the required overall rate of return for the company's natural gas distribution 

6 operations in the state of South Dakota and to estimate the cost of common equity 

7 capital for those operations. In this testimony, I calculate the cost of common equity 

8 capital for Montana-Dakota's natural gas distribution operations based on a 

9 Discounted Cash Flow ("DCF") analysis of a group of proxy companies that have 

10 risks similar to those of Montana-Dakota's South Dakota natural gas distribution 

11 operations. The results of this DCF study are supported by various benchmark 

12 criteria that I have used to test the reasonableness of the DCF study results. 

13 Q4. What rate of return is Montana-Dakota requesting in this proceeding? 

14 A. Based on its test period allocated gas utility capital structure, Montana- 

15 Dakota is requesting the following rate of return: 

As my testimony discusses, an overall allowed rate of return of 10.303 percent, 

Source 

with a 12.00 percent return on common equity, represents the cost of capital for 

Montana-Dakota. 

Lang-T~Debt $145,100.0 44.674% 9.027% 4.033% 
Preferred Stock $16,250.0 5.003% 4.622% 0.231% 

ATmunt 

(m) Percat 0!3t 
Overall Rate 

of Retum 
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1 Company Background 

Would you please describe Montana-Dakota's operations and those of its 

parent company, MDU Resources Group, Inc.? 

Montana-Dakota is a wholly-owned division of MDU Resources Group, 

Inc. ("MDU Resources") that is engaged in the generation, transmission and 

distribution of electricity, and the distribution of natural gas, in the states of North 

Dakota, Montana, South Dakota and Wyoming. Through other divisions and 

subsidiaries, MDU Resources is engaged in natural gas exploration, production 

and transmission and also produces and markets aggregates and other construction 

materials. MDU Resources also has subsidiaries engaged in utility infkastructure 

construction and a recently acquired division, Great Plains Natural Gas Company 

("Great Plains"), distributes natural gas in southeastern North Dakota and western 

Minnesota. 

In 2001, Montana-Dakota and the much smaller Great Plains served a 

total of 236,000 residential, commercial and industrial gas distribution customers. 

As shown on Exhibit No. - (JSG-2), Schedule 2, page 1, Montana-Dakota' s 

natural gas distribution assets comprised 7.0 percent of MDU Resources' total 

assets. In addition, the natural gas distribution utility revenues and operating 

income accounted for 11.5 percent and 1.5 percent of MDU Resources' total, 

respectively. South Dakota accounted for 19 percent of the natural gas 

distribution utility operating revenues, while North Dakota (39 percent), Montana 

(25 percent), Wyoming (6 percent) and Minnesota (1 1 percent) accounted for the 

other 8 1 percent of natural gas distribution utility revenues. 



1 11. FINANCIAL MARKET STUDIES 

Criteria for a Fair Rate of Return 

3 46 .  Please describe the criteria which should be applied in determining a fair 

4 rate of return for a regulated company? 

5 A. The United States Supreme Court has provided general guidance regarding 

6 the level of allowed rate of return that will meet constitutional requirements. In 

7 Bluefield Water Worlcs & Improvement Company v. Public Service Commission of 

8 West Virginia (262 U.S. 679,693 (1923)), the Court indicated that: 

"The return should be reasonably sufficient to assure confidence 
in the financial soundness of the utility and should be adequate, 
under efficient and economical management, to maintain and 
support its credit and enable it to raise the money necessary for 
the proper discharge of its public duties. A rate of return may be 
reasonable at one time and become too high or too low by 
changes affecting opportunities for investment, the money market 
and business conditions generally." 

19 The Court has further elaborated on this requirement in its decision in Federal 

20 Power Commission v. Hope Natural Gas Company (320 US. 591, 603 (1944)). 

2 1 There the Court described the relevant criteria as follows: 

"From the investor or company point of view it is important that 
there be enough revenue not only for operating expenses but also 
for the capital costs of the business. These include service on the 
debt and dividends on the stock .... By that standard the return to 
the equity owner should be commensurate with returns on 
investments in other enterprises having corresponding risks. That 
return, moreover, should be sufficient to assure confidence in the 
financial integrity of the enterprise, so as to maintain its credit and 
to attract capital." 
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Thus, the standards established by the Court in Hope and BlueJield consist of three 

requirements. These are that the allowed rate of return should be: 

1. commensurate with returns on enterprises with 
corresponding risks; 

2. sufficient to maintain the financial integrity of the 
regulated company; and, 

3. adequate to allow the company to attract capital on 
reasonable terms. 

These legal criteria will be satisfied best by employing the economic concept of the 

"cost of capital" or "opportunity cost" in establishing the allowed rate of return on 

common equity. For every investment alternative, investors consider the risks 

attached to the investment and attempt to evaluate whether the return they expect to 

earn is adequate for the risks undertaken. Investors also consider whether there 

might be other investment opportunities that would provide a better return relative to 

the risk involved. This weighmg of alternatives and the highly competitive nature of 

capital markets causes the prices of stocks and bonds to adjust in such a way that 

investors can expect to earn a return that is just adequate for the risks involved. 

Thus, for any given level of risk there is a return that investors must expect in order 

to induce them to voluntarily undertake that risk and not invest their money 

elsewhere. That return is referred to as the "opportunity cost" of capital or "investor 

required" return. 

Q7. How should a fair rate of return be evaluated from the standpoint of 

consumers and the public? 

A. The same standards should apply. When a regulated entity faces 

competition, consumers will implicitly determine the fair rate of return by their 



Exhibit N o . ( J S G -  1) 

consumption decisions. When regulation is appropriate, consumers and the public 

have a long-term interest in seeing that the regulated company has an opportunity to 

earn returns that are not so high as to be excessive, but that also are sufficient to 

encourage continued replacement and maintenance, as well as needed expansions, 

extensions, and new services. Thus, the consumer and public interest also lies in 

establishing a return that will readily attract capital without being excessive. 

Wow are the costs of preferred stock and long-term debt determined? 

For purposes of setting regulated rates, the current, embedded costs of 

preferred stock and long-term debt are used in order to ensure that the company 

receives a return that is sufficient to pay the fixed dividend and interest obligations 

that are attached to these sources of capital. 

How is the cost of common equity determined? 

The practice in setting a fair rate of return on common equity is to use the 

current market cost of common equity in order to ensure that the return is adequate 

to attract capital and is commensurate with returns available on other investments 

with similar levels of risk. However, determining the market cost of common equity 

is a relatively complicated task that requires analysis of many factors and some 

degree of judgment by an analyst. The current market cost of capital for securities 

19 that pay a fixed level of interest or dividends is relatively easy to determine. For 

20 example, the current market cost of debt for publicly-traded bonds can be calculated 

2 1 as the yield-to-maturity, adjusted for flotation costs, based on the current market 

22 price at which the bonds are selling. In contrast, because common stockholders 

23 receive only the residual earnings of the company, there are no fixed contractual 
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1 payments which can be observed. This high degree of uncertainty associated with 

2 the dwidends that eventually will be paid greatly complicates the task of estimating 

3 the cost of common equity capital. For purposes of this testimony, I have relied on 

4 several analytical approaches for estimating the cost of common equity. My primary 

5 approach relies on several DCF analyses. In addition, I have conducted Risk 

6 Premium and Alternative Equity Investment analyses in order to establish 

7 benchmarks for a reasonable rate of return. Each of these approaches are described 

8 later in this testimony. 

9 Cost of Debt 

10 Q10. What debt cost rates have you used for Montana-Dakota? 

11 A. Calculation of the overall cost of long-term debt and the effective cost of 

12 each of the long-term debt issues is shown in the Prepared Direct Testimony of 

13 Craig Keller, the Controller for Montana-Dakota. 

14 Q11. What cost of preferred stock did you use? 

15 A. Montana-Dakota's annual cost of preferred stock is 4.622 percent, as 

16 shown also in the Prepared Direct Testimony of Craig Keller. 

17 Interest Rates and the Economv 

18 Q12. What are the general economic factors that affect the cost of capital? 

19 A. Investors are often influenced by their perceptions of the economy and both 

20 short- and long-term trends. Page 1 of Schedule 1 of Exhibit No . ( JSG-2)  shows 

21 various general economic statistics. The economy has had a record of persistent 

22 growth during the past thrty years, with only temporary recessionary periods. Real 
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growth in the Gross Domestic Product ("GDP") has averaged 3.2 percent annually 

during the past 30 years, 3.1 percent for the past 20,years and 3.1 percent for the past 

ten years. After shrinking during the first three quarters of 2001, the economy has 

been growing slowly lately but there are mixed signals such as a decline in private 

sector payrolls, that another recession may be occurring. Utility stock prices in 

general have increased recently, but many utilities still have stock prices that are 

well below the levels achieved prior to September 11,2001. During the past 18 

months there has been an increase in the perceived risk of common equity 

investments and also an increase in the perceived risk of utility investments. 

Investors also are influenced by the level of inflation, which has been 

persistent in the past. During the past decade, the Consumer Price Index has 

increased at an average annual rate of 2.8 percent and the GDP Implicit Price 

Deflator, a measure of price changes for all goods produced in the United States, has 

increased at an average rate of 2.1 percent. 

Companies attempting to attract common equity must compete with a 

variety of alternative investments. Prevailing interest rates provide a standard 

measure of returns currently available on less risky securities. As Page 2 of 

Schedule 1 of Exhibit No. ( J S G - 2 )  shows, long-term interest rates have remained 

relatively stable during the past two years. The recent yields on A-rated public 

utility bonds have been approximately 7.0 percent and the yields on Baa-rated public 

utility bonds have been approximately 7.6 percent. 
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Discounted Cash Flow ("DCF") Method 

Please describe the DCF method of estimating the cost of common equity 

capital. 

The DCF method reflects the assumption that the market price of a share of 

stock represents the discounted present value of the stream of all future dividends 

that investors expect the firm to pay. The DCF method suggests that investors in 

common stocks expect to realize returns fiom two sources: a current dividend yield, 

plus expected growth in the value of their shares as a result of future dividend 

increases. Estimating the cost of capital with the DCF method therefore is a matter 

of calculating the current dividend yield and estimating the long-term future growth 

rate in dividends that investors reasonably expect fiom a company. 

The dividend yield portion of the DCF method utilizes readily-available 

13 information regarding stock prices and dividends. The market price of a firm's stock 

14 reflects investors' assessments of risks and potential eamings as well as their 

15 assessments of alternative opportunities in the competitive financial markets. By 

16 using the market price to calculate the dividend yield, the DCF method implicitly 

17 recognizes investors' market assessments and alternatives. However, the other 

18 component of the DCF formula, investors' expectations regarding the future long-run 

19 growth rate of dividends, is not readily apparent fiom stock market data and must be 

20 estimated using informed judgment. 

21 Q14. What is the appropriate DCF formula to use in this proceeding? 

22 A. There can be many different versions of the basic DCF formula, 

23 depending on the assumptions that are most reasonable regarding the timing of 
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hture dividend payments. In my opinion, it is most appropriate to use a model 

that is based on the assumptions that dividends are paid quarterly and that the next 

annual dividend increase is a half year away. One version of this quarterly model 

assumes that the next dividend payment will be received in three months, or one 

quarter. This model multiplies the dividend yield by (1 + .75 g). Another version 

assumes that the next dividend payment will be received today. This model 

multiplies the dividend yield by (1 + .5 g). Since, on average, the next dwidend 

payment is a half quarter away, the average of the results of these two models is a 

reasonable approximation of the average timing of dividends and dividend 

increases that investors can expect .from companies that pay dividends quarterly. 

The average of these two quarterly dividend models is: 

where: K =  

K=D(1+.625g)  + g (1) 
P 

the cost of capital, or total return that investors expect to 
receive; 

the current market price of the stock; 

the current annual dividend rate; and 

the future annual growth rate that investors expect. 

In my opinion, this is the DCF model that is most appropriate for estimating the 

cost of common equity capital for companies that pay dividends quarterly, such as 

those used in my analysis. 
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Flotation Cost Adiustment 

Does the investor return requirement that is estimated by a DCF analysis 

need to be adjusted for flotation costs in order to estimate the cost of capital? 

Yes. There are significant costs associated with issuing new common 

equity capital and these costs must be considered in determining the cost of capital. 

Schedule 3 of Exhibit No. ( J S G - 2 )  shows a representative sample of flotation 

costs incurred with 34 new common stock issues by natural gas transmission and 

distribution companies between 1992 and 2001. Flotation costs associated with 

these new issues averaged 4.85 percent. This indicates that in order to be able to 

issue new common stock on reasonable terms, without diluting the value of the 

existing stockholders' investment, Montana-Dakota must have an expected return 

that places a value on its equity that is approximately 4.75 percent above book value. 

The cost of common equity capital is therefore the investor return requirement 

multiplied by 1 .O475. 

One purpose of a flotation cost adjustment is to compensate common 

equity investors for past flotation costs by recognizing that their real investment in 

the company exceeds the equity portion of the rate base by the amount of past 

flotation costs. For example, the proxy companies generally have incurred flotation 

costs in the past and, thus, the cost of capital invested in these companies is the 

investor return requirement plus an adjustment for flotation costs. A more important 

purpose of a flotation cost adjustment is to establish a return that is sufficient to 

enable a company to attract capital on reasonable terms. This fundamental 

requirement of a fair rate of return is analogous to the well-understood basic 
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1 principle that a firm, or an individual, should maintain a good credit rating even 

2 when they do not expect to be borrowing money in the near future. Regardless of 

3 whether a company can confidently predict its need to issue new common stock 

4 several years in advance, it should be in a position to do so on reasonable terms at all 

5 times without dilution of the book value of the existing investors' common equity. 

6 Ths  requires that the flotation cost adjustment be applied to the entire common 

7 equity investment and not just a portion of it. 

8 DCF Studv of Natural Gas Distribution Companies 

Would you please describe the overall approach used in your DCF analysis of 

Montana-Dakota's cost of common equity? 

Because Montana-Dakota must compete for capital with many other 

potential projects and investments, it is essential that it have an allowed return that 

matches returns potentially available from other similarly risky investments. The 

DCF method provides a good measure of the returns required by investors in the 

financial markets. However, the DCF method requires a market price of common 

stock to compute the dividend yield component of the DCF analysis. Since 

Montana-Dakota is a division of MDU Resources and does not have publicly-traded 

common stock, a direct, market-based DCF analysis of Montana-Dakota's natural 

gas distribution operation as a stand-alone company is not possible. To get around 

this problem, I have used the Moody's Natural Gas Distribution Companies as a 

proxy group for purposes of estimating the cost of common equity for Montana- 

Dakota's South Dakota natural gas distribution operations. 
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417. How did you calculate the dividend yields for the companies in your 

comparison group? 

A. These calculations are shown on page 3 of Schedule 2 of Exhibit No. 

(JSG-2). For the price component of the calculation I used the average of the high - 

and low stock prices experienced by each company during the six month period 

from June 2002 to November 2002. The dividend yields were calculated for each 

company by dividing the indicated annual dividend by the average of the stock 

prices for each company. These dividend yields can be multiplied by the quarterly 

DCF model factor (1 + .625 g) to arrive at the dividend yield component of the DCF 

model. 

Q18. Please describe the method you used in estimating the future growth rate that 

investors expect from this group of companies? 

A. I developed three different DCF analyses of the proxy companies based on 

three different growth rate estimation methods. There are many methods that 

reasonably can be employed in formulating a growth rate estimate, but an analyst 

must attempt to ensure that the end result is an estimate that fairly reflects the 

forward-looking growth rate that investors expect. 

In the first approach I calculated a DCF rate of return using a combination 

of securities analysts' growth projections and the Value Line retention growth 

forecasts to produce a Second-Stage Retention Growth analysis. As a second 

approach, I conducted a Basic DCF analysis that relied solely on the analysts' 

forecasts for the growth rate component of the model. Finally, my Primary DCF 
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1 uses a variety of sources and analyses to develop an estimate ofthe composite 

2 growth rate that investors would expect fiom the sample group of proxy companies. 

3 Second-Stage Retention Growth Analysis 

4 419. How did you use your Second-Stage Retention Growth analysis to estimate 

5 investors' long-term growth rate expectations for the proxy companies? 

6 A. The Second-Stage Retention Growth rate approach combines: (i) estimates 

7 of long-term growth for each company that are published by various investment 

8 analysts and (ii) Value Line retention growth forecasts. 

How did you estimate the first stage of expected future growth? 

Among the best sources of information regarding investors' growth rate 

expectations are the long-term earnings growth rate forecasts of investment analysts. 

Zack's is a service that collects estimates by professional investment analysts and 

publishes a summary of the consensus forecasts. I have used the Zack's consensus 

forecasts as the source for analysts' forecasts in my calculations. As shown on 

Exhibit No. - (JSG-2), Schedule 2, page 5, the average of the analysts' long- 

term growth rate estimates for the natural gas distribution proxy companies is 5.6 

percent. 

18 421. Would you please describe the second stage, retention growth rate component 

19 of your analysis? 

20 A. In addition to analysts' growth rate forecasts, I have relied upon Value 

2 1 Line projections of the retention growth rates that the proxy companies are 

22 expected to begin maintaining three to five years in the future. Although 
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1 companies may experience extended periods of growth for other reasons, in the 

2 long-run, growth in earnings and dividends per share depends in part on the amount 

3 of earnings that are being retained and reinvested in a company. Thus, the primary 

4 determinants of growth for the proxy companies will be (i) their ability to find and 

5 develop profitable opportunities; (ii) their ability to generate profits that can be 

6 reinvested in order to sustain growth, and, (iii) their willingness and inclination to 

7 reinvest available profits. Expected future retention rates provide a general measure 

8 of these determinants of expected growth, particularly items (ii) and (iii). 

9 Q22. How can a company's earnings retention rate affect its future growth? 

10 A. Retention of earnings causes an increase in the book value per share and, 

11 other factors being equal, increases the amount of earnings that are generated per 

12 share of common stock. The retention growth rate can be estimated by multiplying 

13 the expected retention rate (b) times the rate of return on common equity (r) that a 

14 company is expected to earn in the future. For example, a company that is expected 

15 to earn a return of 15 percent and retain 80 percent of its earnings might be expected 

16 to have a growth rate of 12 percent, computed as follows: 

17 .80 x 15% = 12% 

18 On the other hand, another company that is also expected to earn 15 percent but only 

19 retains 20 percent of its earnings might be expected to have a growth rate of 3 

20 percent, computed as follows: 

22 Thus, the rate of growth in a firm's book value per share is primarily determined by 

23 the level of earnings and the proportion of earnings retained in the company. 
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Q23. How did you calculate the expected future retention rates of the proxy 

companies? 

A. For most companies, Value Line publishes forecasts of data that can be 

used to estimate the retention rates that its analysts expect indwidual companies to 

have 3-5 years in the future. Since these retention rates are projected for several 

years in the future they should be indicative of a normal expectation for a primary 

underlying determinant of growth that would be sustainable indefinitely beyond the 

period covered by analysts' forecasts. While companies may have either 

accelerating or decelerating growth rates for extended periods of time, the retention 

growth rates expected to be in effect 3-5 years in the future generally represent a 

minimum "cruising speed" that companies can be expected to maintain indefinitely. 

The derivation of Value Line's retention growth rate forecasts for each of the proxy 

companies is shown on page 4 of Schedule 2 of Exhibit No.(JSG-2) .  The 

projected earnings per share and projected dividends per share can be used to 

calculate the percentage of earnings per share that are being retained and reinvested 

in the company. This earnings retention rate is multiplied times the projected return 

on common equity to arrive at the projected retention growth rate. The average 

retention growth rate for the proxy companies is 5.6 percent. 

Q24. How did you utilize the projected earnings retention rates in estimating 

expected growth for the proxy companies? 

A. As shown on page 5 of Schedule 2 of Exhibit N o . ( J S G  -2), I calculated 

a weighted average of the analysts' projected growth rates and the projected 

retention growth rates to derive long-term growth rate estimates for each of the 
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proxy companies. In these calculations, I gave a two-thirds weighting to the 

analysts' growth rate projections to reflect the fact that analysts are attempting to 

evaluate all sources of growth and not just growth that is expected to result from 

retained earnings. This weighting also reflects the fact that the analysts' long-term 

growth forecasts can be expected to prevail for a relatively long period of time in the 

future. This two-thirds weighting for analysts' forecasts is the same weighting 

that the FERC used in Opinion No. 414-A for setting the allowed return on equity 

for natural gas pipeline companies. Transcontinental Gas Pipeline Co., 80 FERC 

7 61,084 (1998). The average of the weighted average growth rates for the proxy 

companies is 5.6 percent and the median is 4.8 percent. 

How did you utilize these Second-Stage Retention Growth rate estimates in 

estimating the return on common equity capital that investors require from 

the proxy companies? 

The dividend yield for each company shown on page 3 of Schedule 2 of 

Exhibit No . ( JSG-2)  is multiplied times the quarterly dividend adjustment factor 

(1 + .625g) and this product is added to the growth rate estimate to amve at the 

investor-required return. Finally, the investor return requirement is multiplied times 

the flotation cost adjustment factor, 1.0475 to arrive at the cost of common equity 

capital for the proxy companies. These calculations are shown on page 6 of 

Schedule 2 of Exhibit No. (JSG-2) .  This Second-Stage Retention Growth DCF 

analysis indicates that the cost of common equity capital for the natural gas 

distribution proxy companies is in a range between 10.2 percent and 14.7 percent. 
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1 The median for the group is 11.1 percent and the average for the group is 11.9 

2 percent. 

3 Basic DCF Analysis 

426. What approach did you use in conducting a Basic DCF analysis? 

A. This analysis is conducted in substantially the same manner as the Second- 

Stage Retention Growth Rate analysis. However, the growth rate component of the 

analysis is based solely on the analysts' forecasts for each company and the retention 

growth rate component is omitted fiom the analysis. This Basic DCF analysis 

recognizes that the consensus of analysts7 forecasts reflects the most important 

component of investors' growth rate expectations and it assumes that the analysts7 

forecasts incorporate all information required to estimate a long-term expected 

12 growth rate for a company. 

13 427. How did you calculate the cost of capital using the Basic DCF analysis? 

14 A. These calculations are shown on page 7 of Schedule 2 of Exhibit 

15 No. (JSG-2) .  Again, the annual dividend yield is multiplied times the quarterly 

16 dividend adjustment factor (1 + .625g) and this product is added to the growth rate 

17 estimate to arrive at the investor-required return. Then, the investor return 

18 requirement is multiplied times the flotation cost adjustment factor, 1.0475 to arrive 

19 at the Basic DCF estimate of the cost of common equity capital for the proxy 

20 companies. The Basic DCF analysis indicates a median cost of common equity for 

2 1 the proxy companies of 10.7 percent and an average cost of 11.9 percent. 
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Primarv DCF Analvsis 

Q28. Would you please describe your Primary DCF analysis? 

A. My primary DCF approach refines the growth rate estimates to reflect my 

analysis of the appropriate range of growth rate expectations that are implicit in the 

stock prices and dividend yields of this group. As the following analysis indicates, 

my primary analysis indicates a DCF required rate of return that is quite close to the 

level that is indicated by both the Second-Stage Retention Growth DCF analysis and 

the Basic DCF analysis. 

Q29. In your opinion, what are the factors that will affect growth rates for the 

proxy companies in the future? 

A. One important factor will be growth in the overall economy. Page 1 of 

Schedule 1 of Exhibit No . ( JSG-2)  shows that the United States Gross Domestic 

Product has grown at an average annual rate of 7.6 percent during the past 30 years. 

During the past decade U.S. GDP growth has averaged 5.5 percent. It is reasonable 

to expect that long-term future growth in the economy generally will be comparable 

to past growth rates. For example, DRI-WEFA forecasts that the U.S. GDP will 

grow at a rate of approximately 5.9 percent over the long-term. 

Another factor will be demand for natural gas. Natural gas usage has been 

increasing in recent years and many analysts are expecting demand to increase 

steadily during the next decade and beyond. For example, the Energy Information 

Administration of the U.S. Department of Energy forecasts that gas consumption in 

the United States will grow fkom its current level of approximately 23 Tcf per year 

to approximately 34 Tcf per year in 2020. Steady increases in demand for gas 
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1 distribution services of the proxy companies should be fueled by the availability of 

2 domestic and imported supplies and the superior environmental characteristics of 

3 natural gas that should allow it to achieve a greater market share relative to other 

4 fuels. While the real gas distribution capacity of the proxy companies is expected to 

5 increase, additional growth will occur because the amount of investment required 

6 will increase in nominal dollars. In other words, the effects of inflation needs to be 

7 added to the real growth rate in the industry to get a measure of likely growth in 

8 investment and earnings. 

9 In my opinion, investors reasonably expect the six companies in this 

10 comparison group to grow at a rate that is somewhere in the range of 5.25 percent to 

11 6.25 percent. Based on the average growth rate of approximately 5.6 percent 

12 currently projected by investment analysts, as well as the 5.9 percent growth rate in 

13 the economy, increasing demands for natural gas, and my review of these 

14 companies, I consider this growth rate range to be a reasonable estimate of the future 

15 growth expectations that are implicit in current dividend yields. This growth rate 

16 range is also consistent with the retention growth rates projected for these companies 

17 and their ability to grow by means other than retained earnings. 

18 Q30. What does your primary DCF analysis indicate with regard to investors' 

19 current market rate of return requirements? 

20 A. Page 8 of Schedule 2 of Exhibit No. ( J S G - 2 )  shows the calculation of 

2 1 the cost of capital based on my primary DCF growth rate estimates. The dividend 

22 yield used in this analysis is the average dividend yield for the natural gas 

23 distribution proxy companies that is developed on page 3 of Schedule 2. This 
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1 market-based primary DCF analysis indicates that the cost of capital for the proxy 

2 companies is approximately in the range of 11.5 percent to 12.6 percent. 

Risk Premium Analvses 

Q31. Have you conducted additional analyses in determining the cost of capital to 

Montana-Dakota? 

A. Yes. The risk premium approach provides a general guideline for 

determining the level of returns that investors expect fiom an investment in common 

stocks. Investments in the common stocks of companies carry considerably greater 

risk than investments in bonds of those companies since common stockholders 

receive only the residual income that is left after the bondholders have been paid. In 

addtion, in the event of bankruptcy or Liquidation of the company, the stockholders' 

claims on the assets of a company are subordinated to the claims of bondholders. 

This superior standing provides bondholders with greater assurances that they will 

receive the return on investment that they expect and that they will receive a return 

of their investment when the bonds mature. Accompanying the greater risk 

associated with common stocks is a requirement by investors that they can expect to 

earn, on average, a return that is greater than the return they could earn by investing 

in less risky bonds. Thus, the risk premium approach estimates the return investors 

require fiom common stocks by utilizing current market information that is readily 

available in bond yields and addmg to those yields a premium for the added risk of 

investing in common stocks. 

Investors' expectations for the future are influenced to a large extent by 

23 their lmowledge of past experience. Ibbotson Associates annually publishes 
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extensive data regarding the returns that have been earned on stocks, bonds and U.S. 

Treasury bills since 1926. Historically, the annual returns on large company 

common stocks have exceeded the yields on Long-Term U.S. Government Bonds by 

an average of 700 basis points (7.0 percent). However, the returns on relatively 

small company stocks in the size range of Montana-Dakota's natural gas distribution 

operations have been 1,520 basis points (15.2 percent) above the yields on long-term 

government bonds. As shown on page 1 of Schedule 2 of E h b i t  No. - (JSG-2), 

Montana-Dakota is a fiaction of the size of any of the proxy companies. In recent 

months, the yield on long-term U.S. Government bonds has been approximately 5.1 

percent. Adding a 7.0 percent premium to a yield of 5.1 percent indicates that 

investors in large company common stocks expect a return of at least 12.1 percent. 

Adding the 15.2 percent premium for companies in Montana-Dakota's size range 

suggests a required return of 20.3 percent. 

Another risk premium approach is to examine the long-term premium of 

large company common stock returns as compared with returns on corporate bonds. 

This premium has averaged 660 basis points (6.6 percent) annually over a long 

period of time in the past. When this premium is added to the 7.0 percent yield on 

Moody's corporate bonds that has prevailed in recent months, the result is an 

investor return requirement for large company stocks of 13.6 percent. However, 

over the long term companies in Montana-Dakota's size range have had a premium 

of 1,480 basis points (14.8 percent) over the average returns on long-term corporate 

bonds. When added to the recent average corporate bond yields, this size-related 

premium suggests an expected return of 21.8 percent. 
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Alternative Equity Investment Analysis 

Q32. Have you analyzed the returns available on common equity investments in 

other industries? 

A. Yes. When investors consider whether to invest their funds in a particular 

company or line of business, they evaluate the returns potentially available fi-om 

other companies. This process whereby projects and companies compete for scarce 

equity capital ensures that capital resources are deployed efficiently. As a result, 

regulated natural gas hstribution operations must bid against other companies and 

other possible projects within the same company for equity capital by offering 

potential returns that investors find attractive relative to the risks involved. 

Q33. What level of returns are potentially available to unregulated companies? 

A. The potential returns are often considerably above 20 percent and the 

average returns for broad-based, diversified portfolios have averaged 20.0 percent or 

more in recent years. For example, page 3 of Schedule 1 of Exhibit No. ( J S G - 2 )  

shows the average return on equity book value earned by companies in the S&P 500 

each year fkom 1977 to 2000. It can be seen, in fact, that average returns for the 

S&P 500 companies have been 21.47 percent for the past five years. For purposes 

of comparison with allowed returns for regulated natural gas distribution operations, 

a better indicator of earnings on alternative equity investments is provided by data 

on 746 industrial, retail and transportation companies published by The Value Line 

Investment Survey. Excluding extraordinary and non-recurring items, the average 

returns on the original cost book value of common equity for these companies in 

recent years has been: 
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5-year Average 29.41% 

Q34. Is it appropriate to set the allowed rate of return for a natural gas 

distribution company equal to the average return available to industrial 

companies? 

A. The average return for industrials serves as a useful indicator of the cost of 

capital because natural gas distribution companies must offer potential returns that 

are competitive with other investments in order to attract capital. It is important to 

remember that an industrial company has an opportunity to earn returns far in excess 

of 20 percent. In fact, the average company has earned normal returns on the book 

value of equity well in excess of 20 percent in recent years. This average reflects 

many companies that experienced enormous losses as well as those with large 

returns. 

Similarly, when a regulator sets an allowed return it is providing only an 

opportunity to earn that return. In exceptionally good times a regulated company 

might earn slightly more than tlus amount, but it might earn substantially less than 

the allowed return and, in fact, often does earn less than that amount. Natural gas 

distribution companies generally have risks that are less than those of the average 

large industrial company. Consequently, it would be appropriate to view average 

returns earned by a broad cross-section of industry as being only a general indicator 

for reasonable allowed returns. 
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As a benchmark, allowed returns for natural gas distribution companies can 

be compared to returns on book value for large companies. Normal returns have 

averaged 29.4 percent during the past five years. Similarly, the average level of 

return experienced by the S&P 500 companies has been approximately 21.47 

percent. As this comparison indicates, an allowed return of 12.00 percent for 

Montana-Dakota would be quite low in comparison with the returns earned by other 

large companies. Consequently, a return of this magnitude could potentially be too 

low for Montana-Dakota's natural gas distribution operations to successfidly 

compete for capital. 

Relative Risk Analysis 

Have you compared the risks faced by Montana-Dakota's South Dakota 

natural gas distribution operations with the risks faced by the proxy group of 

companies? 

Yes. There are four broad categories of risk that concern investors. These 

include: 

i. Business Risk; 
ii. Regulatory Risk; 

iii. Financial Risk; and, 
iv. Market Risk. 

Would you please describe the business risks inherent in the natural gas 

distribution industry? 

Business risk refers to the ability of the firm to generate revenues that 

exceed its cost of operations. Business risk exists because forecasts of both demand 

and costs are inherently uncertain. Markets change and the level of demand for the 



Exhibit N o . ( J S G -  1) 

1 firm's output may be sufficient to cover its costs at one time and later become 

2 insufficient. Sunk investments in long-lived natural gas distribution assets, for 

3 which cost recovery occurs over a period of h t y  years or more, are subject to 

4 enormous uncertainties and risks that demand, costs, supply and competition may 

5 change in ways that adversely affect the value of the investment. 

6 437. What are some of the business risks faced by Montana-Dakota's South Dakota 

7 natural gas distribnaioaa operations? 

8 A. These operations face many of the same risks that are associated with 

9 other natural gas distribution companies. However, Montana-Dakota's gas 

10 distribution operation faces some risks that distinguish it from many other 

11 distribution companies. 

12 As shown on Exhibit No. - (JSG-2), Schedule 2, page 1, Montana- 

Dakota's natural gas distribution operations are considerably smaller than the 

operations of any of the proxy companies and a small fraction of the size of the 

typical proxy company. For example, Montana-Dakota's natural gas distribution 

assets are equal to only 7.6 percent of the assets of the median proxy company. 

Similarly, Montana-Dakota's gas distribution operating revenues and operating 

income are only 17.1 percent and 2.6 percent of the level for the median proxy 

company. Thus, depending upon the measure of size, the typical proxy company 

is somewhere between approximately six and 38 times the size of Montana- 

Dakota's natural gas distribution operations. 

With its small revenue base, Montana-Dakota is subject to slightly 

greater risk that a major employer or industry, such as a mining or manufacturing 



Exhibit N o . ( J S G -  1) 

operation, might experience a downturn that would significantly affect overall 

employment and income in the areas served. 

Ibbotson Associates has documented the significantly higher returns that 

generally have been associated with small companies. On a practical level, 

Montana-Dakota's relatively small natural gas distribution operations are heavily 

dependent upon a relatively undiversified local economy. Factors that negatively 

influence the local economy can reduce demand for Montana-Dakota's gas 

distribution services and adversely impact investments in facilities used to provide 

those services. 

In addition, the threat of bypass is more significant for a smaller 

company and the threat is especially great for a company such as Montana-Dakota 

that is located near a gas production area. Montana-Dakota also faces direct 

competition from propane and heating oil for new and existing load in its South 

Dakota service territory. Another risk faced by Montana-Dakota is the fact that it 

recovers a substantial portion of its fixed costs in the volumetric component of its 

rates and it does not have a weather normalization adjustment mechanism. In 

contrast, several of the proxy companies have rate designs that better reflect the 

fixed cost nature of their operations. These companies have slightly less rate 

design risk as a result. Montana-Dakota is requesting in this filing a rate design 

that better reflects costs, but until such rate design is approved, Montana-Dakota' s 

South Dakota gas distribution operations face somewhat greater rate design risk 

than the typical company in the natural gas distribution proxy group. 
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Considering only its smaller size, Montana-Dakota might require a return 

that is more than 100 basis points hgher than the return required for the typical 

proxy company. However, Montana-Dakota also faces somewhat above-average 

rate design risk. Taken together, these considerations indicate that Montana- 

Dakota's South Dakota gas distribution operations face above-average business 

risk. 

Q38. What are the regulatory risks faced by Montana-Dakota's South Dakota utility 

operations? 

A. Regulatory risk is closely related to business risk and might be 

considered just another aspect of business risk. To the extent that the market 

demand for a natural gas distribution company's services is sufficiently strong 

that the company could conceivably recover all of its costs, regulators may 

nevertheless set the rates at a level that will not allow full cost recovery. In effect, 

the binding constraint on utilities is often posed by regulation rather than by the 

working of market forces. One purpose of regulation is to provide a substitute for 

competition where markets are not workably competitive. As such, regulation 

often attempts to replicate the type of cost discipline and risks that might typically 

be found in highly competitive industries. Moreover, there is the perceived risk 

that regulators may set allowed returns so low as to effectively undermine 

investor confidence and jeopardize the ability of gas distribution utilities to 

finance their operations. Thus, in some instances regulation may substitute for 

competition and in other instances it may limit the potential returns available to 
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1 successful competitors. In either case, regulatory risk is an important 

2 consideration for investors and has a significant effect on the cost of capital for all 

3 firms in the natural gas distribution industry. 

4 South Dakota has a reputation for fair and equitable regulation that is 

5 recognized by an above-average investment rank by Value Line. Thus, in my 

6 opinion, Montana-Dakota' s South Dakota natural gas operations should be 

7 considered to have below-average regulatory risk relative to the proxy companies. 

8 Q39. Would you please describe Montana-Dakota's relative financial risks? 

9 A. Financial risk exists to the extent a company incurs fixed obligations in 

10 financing its operations. These fixed obligations increase the level of income 

11 which must be generated before common stockholders receive any return and 

12 serve to magnify the effects of business and regulatory risks. Fixed financial 

obligations also increase the probability of bankruptcy by reducing the company's 

financial flexibility and ability to respond to adverse circumstances. One possible 

indicator of investors' perceptions of relative financial risk in this case might be 

obtained from bond ratings. Because Montana-Dakota does not have its own 

bonds outstanding, it is difficult to make direct comparisons between the ratings 

of Montana-Dakota and the proxy group. However, page 2 of Schedule 2 of 

Exhibit No. - (JSG-2) shows the bond ratings assigned by Moody's and 

Standard & Poor's to each of the companies in the comparison group and to MDU 

Resources bonds that are secured by the assets of Montana-Dakota Utilities. The 

median bond ratings for companies in the proxy group are A+/A for Standard & 

Poor's and A2 for Moody's. In comparison, MDU Resources bonds carry an A+ 
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rating with Standard & Poor's and an A2 rating with Moody's. This suggests that 

the perceived risk of MDU Resources' bonds is almost identical to that of the 

typical company in the comparison group. Examination of the capital structure 

data shown on page 9 of Exhibit No. - (KG-2), Schedule 2 shows that half of 

the proxy companies have common equity ratios greater than Montana-Dakota's 

filed common equity ratio, 50.3 percent, and half have common equity ratios less 

than Montana-Dakota's. This common equity ratio, combined with its bond 

rating, suggests average financial risk for Montana-Dakota's South Dakota natural 

gas distribution operations. 

440. Would you please describe Montana-Dakota's market risks? 

A. Market risk is associated with the changing value of all investments 

because of business cycles, inflation and fluctuations in the general cost of capital 

throughout the economy. Different companies are subject to different degrees of 

market risk largely as a result of differences in their business and financial risks. 

Because of the substantial similarity in their operations, Montana-Dakota's degree 

of market risk is not significantly different from that of the companies in the 

natural gas distribution comparison group. 

441. How do the overall risks of the proxy companies compare with the risks 

faced by Montana-Dakota's natural gas distribution operations? 

A. Montana-Dakota faces overall risks that are slightly above average relative 

to those of the proxy companies. Montana-Dakota has above-average business risks 

due primarily to its exceptionally small size relative to the proxy companies and its 

exposure to competition and a relatively undiversified economy. Montana-Dakota 
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1 also has slightly greater rate design risk than the typical company in the proxy group. 

2 In addition, it has financial risks that are average relative to the proxy companies. 

3 These factors and the perception of an above-average regulatory climate in South 

4 Dakota lead me to conclude that the overall risks of Montana-Dakota's natural gas 

5 distribution operations are average relative to the risks of the proxy companies. 

6 111. SUMMARY AND CONCLUSIONS 

7 Q42. Would you please summarize the results of your cost of capital study? 

8 A. Yes. I conducted several DCF analyses on a group of natural gas 

9 distribution companies that have a range of risks that includes risks roughly 

10 comparable to those of Montana-Dakota. The results of my various analyses can be 

11 summarized as follows: 
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Investor Requirement Cost of Capital 
MediadAverage MedianlAveraae 

DCF Analvses 

Natural gas distribution Proxies: 
- Second-Stage Retention Growth 
- Basic DCF 
- Primary DCF 

Benchmark Analvses 

Risk Premium Return Based On: 
- U.S. Treasury Bonds 

v. Large cbmpanies 
v. Small Companies 

- Corporate Bonds 
v. Large Companies 
v. Small Companies 

Alternative Investments 
- S&P 500 
- Value Line Industrials 

My second-stage retention growth analysis indicates a median cost of 

common equity capital of 11.1 percent and an average cost of 1 1.9 percent. 

Because projected retention growth is sustainable indefinitely and it is directly 

related to the growth rate expectations for an individual company, it is a good 

indicator of the minimum growth rate that a company can maintain in the very 

long run. However, companies can achieve growth through means in addition to 

retained earnings. Consequently, analysts' forecasts provide the best measure of 

expected growth for the foreseeable future. At this time, the average of the 

analysts' forecasts and the retention growth forecasts for the proxy companies are 
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identical. Combining these two measures provides a good estimate of the long- 

term growth that investors can reasonably expect from these proxy companies. 

The Basic DCF analysis, which relies solely on the analysts' forecasts, also 

provides a good estimate of investors' growth rate expectations and required return 

for the proxy companies. Ths DCF analysis indicates a median required rate of 

return of 10.7 percent and an average rate of return of 11.9 percent. 

My primary approach has been to analyze a variety of sources of 

information, including investment analysts' forecasts, in order to estimate a 

weighted average annual growth rate that investors reasonably can expect the natural 

gas distribution comparison companies to achieve during a long period of time in the 

future. This primary DCF analysis indicates that the cost of capital for natural gas 

distribution companies with risks comparable to those of Montana-Dakota is in a 

range between 11.5 percent and 12.6 percent. The mid-point of this range is 

approximately 12.0 percent. 

My risk premium analyses indicate that my DCF estimates produce a 

premium over corporate bond yields that is below the average long-run risk 

premium available from common stocks. The DCF return estimates provide a 

premium over the return on corporate bonds that is considerably below the 

average premium experienced by companies in Montana-Dakota's relative size 

range. In addition, my examination of returns available on alternative equity 

investments suggests that my DCF estimates generally are significantly below the 

21.5 percent average return earned by the S&P 500 companies during the past five 
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1 years. Moreover, the DCF returns are far below the 29.4 percent average normal 

2 returns earned by the Value Line Industrials in recent years. 

What rate of return on common equity do you recommend for Montana- 

Dakota in this proceeding? 

My analyses indicate that an appropriate rate of return on common 

equity for Montana-Dakota's South Dakota natural gas distribution operations at 

this time would be 12.00 percent. This recommended return reflects my 

assessment that Montana-Dakota's overall risks are average relative to the proxy 

group. A return of 12.00 percent is at the middle of the range for my Primary 

DCF analysis and also is very close to the average for my Second-Stage Retention 

Growth and Basic DCF analyses. 

12 Q44. Does this conclude your Prepared Direct Testimony? 

13 A. Yes. 



Montana-Dakota Utilities Co. 

Docket No.- 
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Schedule 1 
Page 1 of 3 

General Economic Statistics 
1971-2001 

Percentage Price Changes 
Consumer GDP Real Nominal 

Price Implicit Price GDP GDP 
Year Index Deflator Growth (Billions) 

1971 4.4% 5.0% 3.3% 1,128.6 

Average Rate of Change: 11 
1971-2001 5.1% 
1981-2001 3.7% 
1991-2001 2.8% 

11 Nominal GDP growth rates are based on the geometric average rate of 
change in nominal GDP. 

Source: Economic Report of the President, February 2002 and 
U.S. Department of Commerce, Bureau of Economic Analysis. 
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Montana-Dakota Utilities Co. 

Mergent Bond Yield Averages 
November 2000 - October 2002 

Average Public Utility Bonds 
Comorate A-Rated Baa-Rated 

2000 NOV 7.90 8.11 8.25 
DEC 7.65 7.84 8.01 

2001 JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

2002 JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 

Source: Mergent Bond Record. 
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for S&P 500 Companies 

Docket No.- 
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Schedule 1 
Page 3 of 3 

Average Return 5 -Year Moving 
on Equity Average ROE 
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Montana-Dakota Utilities Co. Page 1 of 9 

Moody's Natural Gas Distribution Companies 
Fiscal Year 2001 Operating Data 

AGL Resources Inc. 
Keyspan Corp. 
The Laclede Group, Inc.** 
Northwest Natural Gas Co. 
Peoples Energy Corp. 
WGL Holdings, Inc. 

Operating 
Revenues 
($000,000) 

$1,049 
$6,633 
$1,002 

$650 
$2,270 
$1,940 

High 
Median 
Low 

MDU Gas Distribution* 
MDU Resources Group, Inc. 

MDU Gas Distribution % of: 
- Proxy Company Median 

- MDU Resources Group, Inc. 

Operating 
Income 

($000,000) 

$209 
$801 
$72 

$1 10 
$162 
$140 

* Includes results for Great Plains Natural Gas Co. and Montana-Dakota Utilities Co. 
** Assets as of June 30,2002. 
+ Assets as of September 30, 2002, unless otherwise noted. 

Sources: Zacks.com; Annual Reports and 10-K's. 
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Montana-Dakota Utilities Co. 

Bond Ratings of 
Moody's Natural Gas Distribution Companies 

AGL Resources Inc. 
Keyspan Corp. 
The Laclede Group, Inc. 
Northwest Natural Gas Co. 
Peoples Energy Corp. 
WGL Holdings, Inc. 

Median 

MDU Resources Group 

Standard 
& Poor's Moody's 

A- A3 
A+ A2 
A+ A3 
A A2 
A- Aa3 

AA- Aa3 

Source: C.A. Turner, Utility Reports, December 2002. 
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Montana-Dakota Utilities Co. 

Moody's Natural Gas Distribution Companies 
Dividend Yields 

June 2002 - November 2002 

Stock Price June '02 - November '02 
H&& Low Average Dividend Yield 

AGL Resources Inc. ATG $ 24.50 $ 17.25 $ 20.88 $ 1.08 5.17% 
Keyspan Corp. KSE $ 38.19 $ 27.41 $ 32.80 $ 1.78 5.43% 
The Laclede Group, Inc. LG $ 24.58 $ 19.00 $ 21.79 $ 1.34 6.15% 
Northwest Natural Gas Co. NWN $ 30.20 $ 23.46 $ 26.83 $ 1.26 4.70% 
Peoples Energy Corp. PGL $ 39.40 $ 27.80 $ 33.60 $ 2.08 6.19% 
WGL Holdings, Inc. WGL $ 26.70 $ 19.25 $ 22.98 $ 1.27 5.53% 

Average 
Median 

Sources: America Online and S&P Stock Guide, November, 2002, 
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Montana-Dakota Utilities Co. 

Projected Earnings Retention Growth Rates 
for Moody's Natural Gas Distribution Companies 

Value Line Forecast 2005-2007 

EPS - - DPS 
AGL Resources Inc. $ 2.10 $ 1.08 
Keyspan Corp. $ 3.70 $ 1.87 
The Laclede Group, Inc. $ 2.40 $ 1.65 
Northwest Natural Gas Co. $ 2.60 $ 1.35 
Peoples Energy Corp. $ 3.90 $ 2.24 
WGL Holdings, Inc. $ 2.45 $ 1.30 

Average 

MDU Resources $ 2.25 $ 1.10 

Retention 

- Rate ROE - 
12.50% 48.57% 
13.50% 49.46% 
15.00% 31.25% 
11 SO% 48.08% 
11 .OO% 42.56% 
12.50% 46.94% 

Retention 
Growth 

6.1% 
6.7% 
4.7% 
5.5% 
4.7% 
5.9% 

Source: Value Line, September 20,2002 and November 15,2002. 
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Montana-Dakota Utilities Co. 

Second-Stage Retention Growth Rate 
Estimates for Moody's Natural Gas Distribution Companies 

213 1 13 
Zacks 

5-yr Earnings Retention Weighted 
Growth Est. Growth Average 

AGL Resources Inc. ATG 
Keyspan Corp. KSE 
The Laclede Group, Inc. LG 
Northwest Natural Gas Co. NWN 
Peoples Energy Corp. PGL 
WGL Holdings, Inc. WGL 

Average 
Median 

Sources: Zacks.com and page 4. 



Montana-Dakota Utilities Co. 

Second-Stage Retention Growth DCF Calculation 
for Moody's Natural Gas Distribution Companies 

Expected 
Dividend Growth Investor Flotation 

Dividend Yield Times Rate Required Cost Cost of 
Yield (1 + .625g) (g) Return Adjustment Capital 

AGL Resources Inc. 5.17% 5.45% 
Keyspan Corp. 5.43% 5.68% 
The Laclede Group, Inc. 6.15% 6.30% 
Northwest Natural Gas Co. 4.70% 4.84% 
Peoples Energy Corp. 6.19% 6.36% 
WGL Holdings, Inc. 5.53% 5.69% 

Average 5.53% 5.63% 11.35% 11.89% 

High 
Median 
Low 



Montana-Dakota Utilities Co. 

AGL Resources Inc. 
Keyspan Corp. 
The Laclede Group, Inc. 
Northwest Natural Gas Co. 
Peoples Energy Corp. 
WGL Holdings, Inc. 

Average 

High 
Median 
Low 

Basic DCF Calculation 
far Moody's Natural Gas Distribution Companies 

Expected 

Dividend Growth Investor Flotation 
Dividend Yield Times Rate Required Cost Cost of 

Yield (1 + .625g) (g) Return Adjustment Capital 
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Montana-Dakota Utilities Co. 

Primary DCF Analysis 
Computation of the Cost of Capital 

for Moody's Natural Gas Distribution Companies 

Growth Rate Estimate (g) 

Current Dividend Yield (DIP) 
Quarterly Model Dividend Yield 
Factor (1 + .625 g) 

DCF Dividend Yield Component (Y) 

Investor Required Return (Y + g) 

Flotation Cost Adjustment 

Cost of Capital 

Mid-Point 



Montana-Dakota Utilities Co. 

AGL Resources Inc. * 
Keyspan COT.* 
The Laclede Group, Inc.** 
Northwest Natural Gas Co.* 
Peoples Energy Gorp.** 
WGL Holdings, Inc. * * 

Average 
Median 

Montana-Dakota Utilities Co. 

*Data are as of September 30,2002. 
** Data are as of June 30,2002. 

Moody's Natural Gas Distribution Companies 
2002 Capital Structures 

Long-Term 
Debt - % 

(Millions) 

Preferred Common Total 
Stock - % Equity - % Capital 

(Millions) (Millions) 

Source: Zacks.com 
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Montana-Dakota Utilities Co. 

Common Equity Flotation Costs of 
Natural Gas Distribution/Transmission Companies 

1992-200 1 

Financing Costs 
Date of Number of Issue Net Proceeds as a Percent of 

Issuer Offering Shares Price Per Share Net Proceeds 

Bay State Gas Co. 
El Paso Natural Gas Co. 
New Jersey Resources CO. 
Washington Energy Co. 
Equitable Resources 
Brooklyn Union Gas 
S.E. Michigan Gas Enterprises 
Connecticut Energy Corp. 
Mobile Gas Service Corp. 
Northwest Natural Gas 
MCN Corp. 
Piedmont Natural Gas 
Laclede Gas 
United Cities 
Atlanta Gas Light 
WICOR, INC. 
Connecticut Natural Gas 
Delta Natural Gas 
Tejas Gas 
KN Energy 
Cascade Natural Gas 
Energen 
KCS Energy 
Energen 
COHO Energy, Inc., 
Fall River Gas Co. 
Connecticut Energy Corp. 
Roanoke Gas Co. 
KN Energy 
Enron Corp. 
Washington Gas Light 
Laclede Gas 
Semco 
WGL Holdings 

Average 1992-2001 

Selected Flotation Costs for Cost of Equity 

Sources: EBASCO, Analysis of Public Utility Financing and Public Utility Financing Tracker 



MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Utilities Commission of South Dakota 

Docket No. NG02-- 

Direct Testimony 
of 

Craig A. Keller, CPA 

Would you please state your name, business address and position? 

Yes. My name is Craig A. Keller and my business address is 400 

North Fourth Street, Bismarck, North Dakota 58501. 1 am the Vice 

President, Controller and Chief Accounting Officer (CAO) for Montana- 

Dakota Utilities Co. (Montana-Dakota), a Division of MDU Resources 

Group, Inc. 

Would you please describe your duties? 

As Vice President, Controller and Chief Accounting Officer, I am 

responsible for providing overall direction and management of the 

accounting, financial forecastinglplanning and the information systems 

functions, including the analysis and reporting of all financial transactions 

for Montana-Dakota. 

Would you please outline your educational and professional background? 

I graduated from the University of Mary with a Bachelor of Science 

degree in Accounting and obtained a Masters degree in Business 

Administration from the University of Montana. I am a certified public 

accountant and a member of the AICPA and the North Dakota Society of 

18 Certified Public Accountants. I was employed with Montana-Dakota in 



1986 as an Internal Auditor and during my career with the company have 

held positions of Income Tax Supervisor, Corporate Financial Planning 

Manager, and General Accounting Manager. 

Have you testified in other proceedings before regulatory bodies? 

Yes, I have sponsored testimony before the Public Service 

Commissions of Montana, North Dakota, and Wyoming and the 

Minnesota Public Utilities Commission. 

Are you familiar with the territory served by Montana-Dakota and 

the facilities of the Company utilized in providing gas service? 

A. Yes, I am. 

What is the purpose of your testimony in this proceeding? 

I am responsible for presenting Statement A, Statement B, 

Statement C and Statement G. 

Would you describe Statement A, Statement B, Statement C and 

Statement G? 

Statement A, pages 1 and 2 show Montana-Dakota's balance 

sheet as of June 30,2001 and 2002, with the balance sheets as of 

September 30,2001 and 2002 on pages 19 and 20. Statement B 

consists of Montana-Dakota's income statement for the twelve months 

ended June 30 and September 30, 2002. Statement C reports Montana- 

Dakota's retained earnings statement as of June 30, 2002. These 

statements have been prepared from the Company's books and records 

that are maintained in accordance with the Federal Energy Regulatory 
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Commission (FERC) Uniform System of Accounts. 

Statement G shows the utility capital structure of Montana-Dakota 

as of June 30, 2002 and the projected average capital structure for 2002 

and 2003. Statement G also includes the associated costs of debt, 

preferred stock and common equity. This capital structure and the 

associated costs serve as the basis for the overall rate of return requested 

by Montana-Dakota in this rate filing of 10.303%. The basis for the 

requested 12.00% return on common equity contained within the overall 

requested rate of return is supported by the testimony of Dr. J. Stephen 

Gaske. 

Were these statements and the data contained therein prepared by you or 

under your supervision? 

Yes, they were. 

Are they true to the best of your knowledge and belief? 

Yes, they are. 

Would you please explain Rule 20:10:13:72, Statement G? 

Pages I through 3 of Rule 20:10:13:72, Statement G summarizes 

the actual average gas utility capital structure at June 30, 2002 and the 

projected average capital structure and the related utility costs of capital 

for 2002 and 2003. As shown on page 3, the components of the 2003 

projected overall annual rate of return, which are used by Ms. Mulkern to 

calculate the revenue requirement, are: 



Weighted 
Cost of Capital 

Long Term Debt 4.033% 

Preferred Stock 0.231 % 

Common Equity 6.039% 

Required Rate of Return 10.303% 

The debt costs reflected on Rule 20:10:13:73 Statement G, pages 

I through 3 represent the actual weighted embedded costs of the long- 

term debt at June 30, 2002 and that projected to be outstanding at 

December 31,2002 and December 31,2003 and are supported by Rule 

20:10:13:73 Statement G, pages 4 through 9. In calculating the debt 

costs the "Yield-to-Maturity" method (also referred to as the Internal Rate 

of Return ("IRR") method) is used to determine the total cost for each 

respective debt issue as presented on Rule 20:10:13:73 Schedule G, 

pages 4 through 6. The yield-to-maturity calculation of each debt issue 

outstanding gives consideration to the stated rates of interest being paid 

on such debt, the timing of the interest payments, related issuance 

expenses, underwriters' commissions and indenture revision costs, the 

discount or premium realized upon issuance and the amortization of 

losses on bond redemption transactions. 

Rule 20:10:13:74 Statement G, pages 1 through 4, supports the 

cost of Montana-Dakota's preferred stock capital, representing the 



weighted cost of the issues at June 30, 2002 and projected to be 

outstanding at December 31,2002 and December 31,2003. 

Rule 20:10:13:75, Statement G, pages I through 3, supports the 

Company's average utility common equity balance at June 30, 2002, and 

the projected average balances for 2002 and 2003. 

What does Rule 20:10:13:73, Statement G, pages 1 through 6 support? 

Page I is a summary showing the Company's long-term debt at 

June 30,2002 and average cost of debt. Page 2 shows the projected 

average long-term debt and costs for 2002 and page 3 shows the same 

information for projected 2003. Page 4 shows the cost and the debt 

balance by issue at June 30,2002. Pages 5 and 6 show the projected 

December 2002 and 2003 balances by issue. 

How did you derive the projected cost of debt as for 2002 and 2003? 

The projected cost of debt for 2002 and 2003 is based upon the 

yield to maturity of each debt issue outstanding. 

Would you please describe Statement G, Rule 20:10:13:73, pages 7 

through 9 and explain the amortization method utilized? 

Pages 7 through 9 show the detail by issue of the annual 

amortization of net discounts (losses) on advance purchases of debt that 

are necessary to meet sinking fund requirements. For this proceeding, 

the amortization has been computed on a straight-line basis over the 

remaining life of the issues, the same calculation as is used by the 

Company for accounting purposes. 
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What does Rule 20:10:13:74, Statement G show? 

Pages I through 3 present the preferred stock balances at June 

30,2002 and the projected average balances for December 2002 and 

2003. The anticipated weighted average cost of preferred stock is also 

shown. Page 4 sets forth the various preferred stock issues outstanding 

at June 30,2002. 

What does Rule 20:10:13:75, Statement GI pages 1 through 5 show? 

Pages I through 3 present the common equity balances at June 

30, 2002 and the projected average balances for 2002 and 2003 including 

the projected changes in the balances each year. Pages 4 and 5 depict 

the monthly issuance of common stock and associated costs from 

January 1997 through June 2002. 

What does Rule 20:10:13:76, Statement GI Schedule G-1, page I show? 

Page I indicates that, during the five-year period preceding 

December 31,2001, MDU Resources Group, Inc. issued 17.2 million 

additional shares of common stock in connection with a three-for-two 

stock split. Also during that period, the number of authorized shares of 

common stock was increased from 75 million at a par value of $3.33 to 

150 million with a par value of $1.00. 

Would you please describe Rule 20:10:13:77, Statement GI Schedule 

G-2? 

This schedule presents various financial and market data relative to 

the Company's common stock for the years 1997 through 2001, and for 



each month of the twelve month period ended June 30, 2002. 

Would you please describe Rule 20:10:13:78, Statement G, Schedule 

G-3? 

This schedule shows that the reacquisition activity for bonds and a 

summary of scheduled retirements of preferred stock for the 5 years 

ended June 30,2002. 

Does this conclude your direct testimony? 

Yes, it does. 



MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Utilities Commission of South Dakota 

Docket No. NG02- 

Direct Testimony 
of 

Rita A. Mulkern 

Would you please state your name and business address? 

Yes. My name is Rita A. Mulkern and my business address is 400 

North Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the Regulatory Analysis Manager of Montana-Dakota Utilities 

Co. (Montana-Dakota), a Division of MDU Resources Group, Inc. 

Would you please describe your duties as Regulatory Analysis Manager? 

I am responsible for the preparation of cost of service studies, fuel 

cost adjustments, purchased gas cost adjustments and gas tracking 

adjustments in each of the jurisdictions in which Montana-Dakota operates. 

Would you please describe your education and professional background? 

I graduated from North Dakota State University in 1981 with a 

Bachelor of Arts degree with majors in Economics and Business 

Administration and a minor in Statistics. I joined Montana-Dakota in July 

1981 as a Regulatory Statistician, became Cost of Service Supervisor in 

1986 and assumed my current position in 1999. 

Have you testified in other proceedings before regulatory bodies? 

Yes, I have presented testimony before the Public Service 

Commissions of Montana, North Dakota, and Wyoming and the South 



Dakota Public Utilities Commission and have filed testimony with the 

Minnesota Public Utilities Commission. 

Are you familiar with the territory served by Montana-Dakota and the 

facilities of the Company utilized in providing gas service? 

Yes, I am. 

Are you familiar with the books and records of Montana-Dakota and the 

manner in which they are kept? 

Yes. Montana-Dakota's books and records are kept in accordance 

with the Federal Energy Regulatory Commission (FERC) Uniform System 

of Accounts. 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to present the per books cost of 

service for the twelve months ended June 30, 2002, the projected cost of 

service for 2002 and 2003 and the calculation of the revenue deficiency. 

What statements, schedules and exhibits are you sponsoring? 

I am sponsoring Statements D through F, Statements H through M, 

Statements P through R and Exhibit N o . ( R A M - 1 ) .  

Were these statements and exhibits prepared by you or under your direct 

supervision? 

Yes, they were. 

What were the results of South Dakota gas operations for the twelve 

months ending June 30,2002? 

Statement M, pages 1 and 2 show the per books income statement 

and rate base for total Company and South Dakota gas operations. The 



details for each line item, i.e. sales revenue, other revenue, plant in service, 

etc., are included in the Statements. 

How was the per books cost of service allocated to South Dakota? 

The Company utilizes a jurisdictional accounting system that directly 

assigns andlor allocates every item of revenue, expense and rate base to 

the jurisdictions as part of the regular accounting process on a monthly 

basis, resulting in jurisdictional results on an ongoing basis. The allocation 

methods and procedures are the same as have previously been adopted by 

this Commission and are based on the principle of assigning andlor 

allocating costs to the cost causer. The total Company and South Dakota 

information included in the Statements is from the books and records of the 

Company. 

What test period are you using to determine the revenue requirement? 

The revenue requirement is based on a projected average 2003 test 

year. Since the rates will likely become effective in mid-2003, an average 

2003 cost of service will best match the cost and customer levels at the 

time that the rates will go into effect. The rates from this proceeding will be 

in effect in 2003 and the closer that revenues, expenses and rate base 

reflect levels to be experienced in 2003, the better the match will be and the 

better opportunity Montana-Dakota will have to earn its authorized return. 

Would you describe the development of the projected cost of service for 

2002and2003? 

The projected 2002 and 2003 cost of service is summarized in 

Stateinent M, with the supporting detail contained in Statements D through 
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L. The revenues and expenses reflect the annual level that will be 

experienced when the new rates become effective. Likewise, the rate base 

reflects average 2002 and 2003 plant and related balances. 

Would you describe the development of the projected revenues and 

expenses? 

Sales and transportation revenues are shown on Statement I, page I 

and reflect projected sales volumes for all classes. The projected 

residential and firm general service sales volumes for 2002 and 2003 were 

based on actual historical data. The 2002 forecast reflects the historical 

weather normalized average use per customer and annualized customer 

levels. The forecast for 2003 uses the historical weather normalized 

average use per customer and projected customer increases for 2003. The 

number of firm customers is projected to grow at approximately 2.0 percent 

per year and the projected volumes reflect continuing conservation of I .O 

percent per year. The projected firm revenues were calculated based on 

the projected volumes and number of customers using the currently 

effective rates inclusive of the PGA effective December 1, 2002, exclusive 

of the surcharge adjustment. 

The sales and transportation volumes for the U.S. Air Force, small 

interruptible and large interruptible classes were projected on a customer- 

by-customer basis and the revenues were calculated using current rates. 

Miscellaneous revenues, shown on Statement I, page 2, are 

projected to remain at the June 30,2002 level. 



Would you describe the development of the operation and maintenance 

expenses? 

Yes. The operation and maintenance expenses are in Statement H. 

Pages 1 and 2 of Statement H, Schedule H-1 summarize the projected 

2002 and 2003 operation and maintenance (O&M) expenses, with the 

details provided on pages 3 through 12. The cost of gas, shown on page 3, 

uses the projected sales volumes, adjusted for losses, and current gas 

costs effective December I ,  2002. The loss factor of 0.86% was calculated 

by comparing the gas volumes delivered into the town border stations in 

South Dakota to the gas volumes sold and dk transported to customers on 

a billing cycle basis for the twelve-month periods ending July 31, August 31 

and September 30,2002. The difference between deliveries at the town 

border station and deliveries to customers (sales) is the lost and 

unaccounted for gas, which is then expressed as a percentage of total 

deliveries and reflects an average for those three periods. 

Labor expense is shown on page 4, with actual labor expense for the 

twelve months ended June 30, 2002 as the starting point. The labor 

expense for 2002 and 2003 was developed by applying the projected 

percentage increase in total Company labor costs to the per books South 

Dakota labor expense. The projected labor costs were based on the actual 

and budgeted labor amounts for 2002, adjusted to reflect a three year 

average amount for the bonuses and commissions and amounts to a 4.83 

percent increase for 2002. A labor increase of 7.66 percent was applied to 

the 2002 labor expense to arrive at the 2003 labor expense. 



Benefits expense consists of medicalldental insurance, pension 

expense, the Supplemental Income Security Plan (SISP), 401 K, post- 

retirement, workers compensation and other benefits. Each of these items, 

excluding the other benefits, was projected individually for 2002 using the 

2002 actual and budgeted amounts and applying the projected increase to 

each type of benefit. Benefits expense for 2003 reflects a projected 

increase by type of benefit. Mr. Espeland discusses the inclusion of the 

SISP expense in his testimony. 

Insurance expense, as shown on page 6, reflects the current 

insurance level for 2002, which is a 14 percent increase over the June 30, 

2002 level and a projected 28 percent increase for 2003 based on current 

information. 

Postage expense for 2002 and 2003 reflects the annualized postage 

increase that became effective on June 30,2002. 

Industry dues are projected for 2002 and 2003 on page 8. 

Page 9 shows the projected level of advertising expense for 2002 

and 2003. Promotional advertising has been eliminated, pursuant to past 

Commission policy. 

Is the Company requesting the inclusion of institutional advertising in this 

case? 

Montana-Dakota is seeking to include institutional advertising, as it 

believes such advertising is beneficial to customers. As a corporate citizen, 

Montana-Dakota needs to be active in the communities that it serves. Our 

communities expect nothing less and advertising in the local newspapers, 



school yearbooks, programs, etc., is a necessary part of being active in the 

community. This advertising benefits the community and the customers in 

that community, thus serving the public interest. 

What other O&M expenses are included in Statement H? 

Regulatory commission expense is shown on page 10. The 

projected 2002 and 2003 level incorporates the projected rate case 

expenses from this case amortized over a three-year period and the 

ongoing level of regulatory commission expense. 

Pages 11 and 12 show the O&M expenses not specifically 

identifiable or calculated as described above, adjusted for the effects of 

inflation. A 2.68 percent inflation factor based on the increase in the 

consumer price index for June 2000-June 2002 was applied to the 

expenses not specifically identifiable. 

Would you describe the calculation of depreciation expense? 

Yes. Depreciation expense for projected 2002 and 2003 is shown in 

Statement J, page I and was calculated using projected plant in service 

and the current depreciation rates, as shown on Statement J, page 2. The 

composite depreciation rates and calculation are shown on Statement E, 

pages 2 and 3. 

Would you describe the calculation of taxes other than income? 

Yes. Taxes other than income are shown in Statement L. Ad 

valorem taxes were calculated using the projected 2002 and 2003 plant in 

service and applying the effective tax rates based on the 2001 ratio of ad 

valorem taxes to plant. 



The accumulated deferred income tax balances are included in 

Statement K, page 12 and were derived by adding the deferred income 

taxes related to property for 2002 and 2003 to the 2001 balance from page 

9 and calculating average balances. 

The accumulated investment tax credit balances were derived by 

subtracting the projected amortization for 2002 and 2003 from the 2001 

balance and calculating average balances. 

What does Exhibit No. (RAM-I ) show? 

Exhibit No. (RAM-I), page I, which is identical to Statement MI 

page 3, shows the per books June 30,2002 and projected 2002 and 2003 

income statement. Page 2 shows the per books and projected average rate 

base for 2002 and 2003 and is identical to Statement M, page 4, and page 

3 shows the calculation of the revenue deficiency of $2,173,724 based on 

the projected 2003 operating income and rate base and using the overall 

rate of return of 10.303% from Statement GI page 3. 

Does that complete your testimony? 

Yes, it does. 



Operating Revenues 
Sales 
Transportation 
Other 

Total Revenues 

MONTANA-DAKOTA UTILITIES CO. 
INCOME STATEMENT 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

DOCKET NO. 
EXHIBIT NO. ( R A M - ? )  
PAGE 1 OF 3 

PROJECTED 2002-2003 

Projected 
Per Books 2002 2003 . 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 
Other O&M 
Total O&M 

Depreciation 
Taxes Other Than Income 
Current Income Taxes 
Deferred Income Taxes 
Total Expenses 

Operating Income 

Rate Base 

Rate of Return 



MONTANA-DAKOTA UTILITIES CO. 
AVERAGE RATE BASE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

DOCKET NO. - 
EXHIBIT' NO. ( R A M - 1 )  
PAGE 2 OF 3 

Proiected 

Gas Plant in Service 
Accumulated. Reserve for Depreciation 

Net Gas Plant in Service 

CWlP in Service Pending Reclassification 
Total Gas Plant in Service 

Additions 
Materials and Supplies 
Prepayments 
Other 
Total Additions 

Total Before Deductions 

Deductions 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credits 
Customer Advances 
Total Deductions 

Total Rate Base 



DOCKET NO. - 
EXHIBIT NO. ( R A M - I )  

MONTANA-DAKOTA UTILITIES CO. PAGE 3 OF 3 
PRO FORMA OPERATING INCOME AND RATE OF RETURN 

REFLECTING ADDITIONAL REVENUE REQUIREMENTS 
GAS UTILITY - SOUTH DAKOTA 

2003 Pro Forma 
Before Reflectino 

Operating Revenues 
Sales $36,834,005 b&@&gi$?s$?2&1 $39,007,729 
Transportation 352,589 352,589 
Other 

Total Revenues 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 26,946,077 
Other O&M 

Total O&M 
Depreciation 1,837,574 1,837,574 
Taxes Other Than Income 775,067 3,261 778,328 
Current Income Taxes (620,957) 760,803 139,846 
Deferred Income Taxes 679,817 679,817 

Total Expenses 36,91 0,387 764,064 37,674,451 

Operating Income $423,632 $1,409,660 $1,833,292 

Rate Base 



MONTANA-DAKOTA UTILITIES CO. 
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Docket No. NG02-- 

Direct Testimony 
of 

Richard A. Espeland 

Would you please state your name and business address? 

Yes, my name is Richard A. Espeland. My business address is 918 

East Divide Avenue, Bismarck, North Dakota 58506. 

What is your position? 

I am Vice President-Human Resources for MDU Resources 

Group, Inc. (MDU Resources). 

What are your duties and responsibilities with MDU Resources? 

I have overall responsibility for the Human Resource functions 

throughout the corporation. The primary areas include employment, total 

compensation (general and executive compensation and benefits), 

training and development, employee relations and employee 

communications. 

Would you please outline your educational and professional background? 

In 1966, 1 received a Bachelor of Arts degree from the University of 

North Dakota in Business Administration with a major in Personnel 

Management. In 1981, 1 received a Masters degree from the University of 

North Dakota in Public Administration. 



Upon graduating from college, I spent four years in the US. Army. 

Prior to my employment with MDU Resources I was employed by the City 

of Grand Forks, the State of North Dakota and North American Coal 

Corporation, all in the human resources area. 

In December 1989,l joined MDU Resources as Human Resource 

Manager, retaining that position until August 2000 when I was elected 

Vice President-Human Resources. 

I am a member of the Society for Human Resource Management 

and the Central Dakota Human Resource Association. I have spoken on 

retirement and employee benefit issues on many occasions at national 

conferences in Boston, Orlando, Chicago and San Francisco. 

What is the purpose of your testimony? 

The purpose of my testimony is to address the Supplemental 

Income Security Plan (SISP), the cost of which has been included by 

Company witness Mulkern in the cost of service in this proceeding. 

What are your duties and responsibilities relative to the SISP? 

I am the Plan Administrator assigned the responsibility by the 

Board of Directors for the management of the plan, plan design, eligibility, 

interpretation, communication and benefits administration. 

Would you briefly describe what the SISP is and what it is designed to do. 

The SISP is a plan that provides a supplemental pension benefit to 

key employees. It was designed to provide equitable retirement benefits 

for key employees and to attract and retain key employees in a number of 

positions within the Company. A common practice for retirement planning 



is to look at the level of "replacement" income at retirement. We try to 

provide 50% to 80% as a target level - the 80% at lower income levels, 

and at least 50% at the higher income levels. Also, this is only one part of 

an employee's compensation, so the targets are set as part of an overall 

view of compensation. 

How does the SISP fit into MDU's overall compensation plans, and how 

are they determined for executives? 

First, when we - the Board of Directors and executive management 

- design and implement compensation and benefit plans, we look at the 

"Total Compensation" picture, not just one element by itself. This includes 

base salary, incentive compensation, general benefits, and any other 

generally recognized and appropriate plans like the SISP. 

The Compensation Committee of the Board of Directors is 

responsible for determining the compensation of the Company's executive 

officers. The Committee is composed entirely of non-employee Directors 

and they meet several times each year to review and determine 

compensation for the executives. The committee seeks appropriate 

compensation levels that succeed in both attracting and motivating high 

quality employees. To implement this philosophy, the Committee 

analyzes trends in compensation among comparable companies and 

relies in part on information and recommendations by an independent 

compensation consultant - currently Towers Perrin - in making their 

decision. 

Who is Towers Perrin? 



Towers Perrin is one the worlds largest management consulting 

firms. The firm's clients include three-fourths of the Fortune I000 largest 

U. S. companies which includes MDU Resources. The firm provides 

executive compensation advice and helps companies design and manage 

executive compensation programs. 

Towers Perrin provides a report to MDU that includes competitive 

market data from hundreds of companies throughout the region and nation 

that have similar types of positions and responsibilities. This information 

is proprietary to Towers Perrin, and is provided for MDU's internal use 

only. 

Without compromising the proprietary nature of the information received 

from Towers Perrin, could you provide more detail on the scope of its 

review and the methods it uses? 

Yes. The overall approach and methods used to report on the 

compensation information begins with a request from MDU for Towers 

Perrin to update the analysis of our executive compensation programs. 

Specifically, MDU requests a current market assessment of competitive 

pay levels for base salary, total annual cash (base salary plus annual 

bonus) and total direct compensation (total annual cash plus the expected 

value of long-term incentives) for all identified management positions, and 

an updated salary grade structure based on the above competitive 

analyses. 

What is the process or steps Towers Perrin uses to conduct this analysis? 



Towers Perrin provides a consistent approach each year to insure 

that the comparative data is valid over time. This includes confirming 

positions to be included in the analysis, identifying material changes to 

MDU's jobs - if any, updating current compensation information, gathering 

and analyzing relevant salary survey data, validating survey data, and 

summarizing and reporting results. 

Do they use only their own salary data base, or several? 

Towers Perrin considers data from both general industry and 

industry specific surveys. Specifically, for the general industry data they 

included their own data - Towers Perrin's Executive Compensation Data 

Bank, and the Executive Compensation Service's Top Management 

Report. For industry specific data they included the Edison Electric 

Institute Executive Compensation Survey (which they compile for EEI), the 

American Gas Association's compensation survey, the Effective 

Compensation, Inc. Survey and several others. 

When Towers Perrin provided their report this year, how did MDU 

compare to the competitive salary market data? 

The competitive position of Montana-Dakota, and our other 

companies, was well below the market. I mentioned earlier that we look at 

all parts of compensation to determine what is competitive and fair. The 

"Competitive Analysis" by Towers Perrin, for "Total Direct Compensation" 

(which includes base salary, annual incentives, and long-term incentives), 

reported that we were paying an average of less than 86% of the 50th 



percentile for all executives. The Towers Perrin report clearly indicates 

our conservative approach to compensation. 

How does the Compensation Committee of the Board of Directors use the 

information it receives from Towers Perrin? 

When the Compensation Committee develops MDU's "Total 

Compensation" plan, it focuses on the competitive salaries and benefits, 

including the SISP, that are necessary to maintain our ability to attract, 

retain, and appropriately reward the individuals needed to provide reliable, 

safe, efficient, and cost effective service to our customers. 

Who are the "key employees" you refer to who are participants in SISP? 

"Key employees" are officers and senior managers of MDU 

Resources and Montana-Dakota who plan for the future, implement 

appropriate strategies for the Company and see how to reduce costs, 

streamline the organization, and implement new technologies to maintain 

and increase the efficiencies of the Company while keeping the rates 

stable and competitive in the industry. I would like to note that all our 

employees are key to the company and our customers. However, in this 

context, "Key" has a narrow definition and is a common reference used in 

executive compensation. 

When was the SISP implemented? 

The SISP was implemented in 1982. 

Montana-Dakota has not previously sought rate recovery of the SISP. 

Would you please explain why? 



Yes. When the SlSP was implemented in 1982, Supplemental 

Employee Retirement Plans (SERPs) such as SlSP were visionary plans 

that were new to the utility industry. They were not common at that time 

anywhere within the industry and it was unknown if they would become an 

accepted part of executive compensation. In the intervening years since 

then, and particularly in the last few years, for reasons I will describe later, 

SERPs have become a common and accepted compensation benefit for 

executives of utilities and related companies. Such plans provide a 

supplemental pension benefit designed to provide equitable retirement 

benefits necessary to attract and retain key employees. 

What information do you have showing that SERPs have become a 

common part of executive compensation? 

Recent studies by consulting firms such as the Hay Group indicated 

that 74% of the companies offer non-qualified retirement plans as part of 

their executive compensation package. Similarly, ClarklBardes 

Consulting has also reported that about 75% of the companies, including 

utilities, have non-qualified plans. These studies clearly indicate the 

common practice of providing this type of benefit. In addition, the Hay 

survey indicates that almost two-thirds of such plans (64%) offer 

unreduced early retirement prior to age 65. Our SlSP does not allow for 

early retirement - again a conservative approach by MDU. I have included 

the relevant pages from the above studies as Exhibit No. - (RAE-I). 

Why have non-qualified retirement plans become a common part of 

executive compensation? 



These types of plans have become necessary due to various 

changes in federal regulations, social security benefits, and employment 

practices. Those changes have adversely affected the potential 

retirement benefits of key employees of companies such as MDU. In 

order to attract, retain, and provide equitable benefits for key employees, 

SERPs, such as Montana-Dakota's SISP, have become necessary to 

replace or supplement retirement benefits that were lost or reduced as a 

result of these changes. 

Please describe the various changes in federal regulations that have 

adversely affected retirement plans for key employees. 

In the early 1980s, defined benefit pension plans could provide 

benefits in consideration of up to $225,000 in salary. That limit was . 

reduced in the mid 7980s to $1 50,000 maximum covered compensation, 

therefore, reducing the benefit eligibility and pension benefits provided by 

one-third. This compensation limit has slowly increased to the current 

$200,000 level, but certainly not at a pace equal to general wage inflation. 

In addition, the 401 (k) Plan regulations limit the employee contribution to 

$1 1,000. (The effect is the employee with $50,000 in annual income can 

contribute 22% of salary while senior executives are generally limited to 

10% or less of salary). 

What changes in social security benefits have adversely affected key 

employees? 

The social security benefits, while increasing over the years, have 

not kept pace with general wage inflation and benefits. Such benefits, as 



a percentage of income provided to higher income levels, are significantly 

less than at lower income levels. 

How do the overall retirement benefits for employees included in the SISP 

compare with the retirement benefits for those employees not included in 

the SISP? 

When compensation and benefit programs are designed and 

implemented, they must be looked at in the context of total benefits. To 

put the retirement programs in perspective, I have prepared Exhibit No. 

- (RAE-2) which reflects the retirement programs available to 

employees, including SISP. As you will note from the graph, at the lower 

income levels, the replacement income through retirement programs is 

about 80 percent. This includes Social Security, the Defined Benefit 

Pension Plan, and the Company match to employee contributions under 

the 401 (k) Plan. As you move up the income scale, the percentage of 

income replaced by retirement plans significantly decreases based on 

retirement plan design requirements and government limitations on 

retirement plans. The SISP, as a supplemental plan, has been designed 

to replace some-but not all--of the income that is not replaced by Social 

Security, the Defined Benefit Pension Plan, and the 401 (k) Plan. At the 

higher income levels only about 50 percent of the annual income is 

replaced, compared to 80 percent at the lower income levels. 

Does the SISP benefit last as long as the other retirement benefits you've 

noted? 



No, it does not. The retirement benefits under SlSP are payable 

over 15 years beginning at age 65 and not the remaining lifetime of the 

individual (which currently is about 20 years after retirement). Social 

Security, the Defined Benefit Pension, and the 401 (k) Plan income 

projections meanwhile cover a retired employee's lifetime. 

Should the costs of Montana-Dakota's SlSP be included in rates? 

Yes, they should be. The SlSP is a common type of benefit 

provided in today's business environment. The combined replacement 

income from all retirement plans when taken together is equitable, 

reasonable and justifiable. The SlSP recognizes the contributions of key 

employees whose abilities and vision have enabled Montana-Dakota to 

streamline operations, reduce costs and employee numbers, implement 

new technologies and, most importantly to the ratepayer, to keep 

Montana-Dakota's rates competitive. In addition, our Board of Directors 

and our management team have the responsibility to determine the level 

of "Total Compensation'' that is competitive and appropriate and then to 

determine the most cost effective methods to deliver the compensation. 

By providing a supplemental retirement benefit like SISP, we can provide 

a competitive retirement benefit at a lower cost than if we were to increase 

the executives base salary, which is included in rates, to the level 

necessary for them to attain the same level of retirement income. 

Does this complete your direct testimony? 

Yes, it does. 
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Perquisites 

Cell phones haw now joined cadcar allowantcs * PrwnIence was cmsidrrably higher am- 

as rhe m o ~ ~  prevalm perquisites. industrial organizations (76%) and financial 

0 In most perquisite categories, prevnicnce is 

significantly higher £on the CEO. 

service organizations (90%) &an nmang general 

service organizarions (59%). 

Prcvalcncc oof plans was sobst;rntially hi* 

for mxablt organizatims (77%) rhan among 

tax-exempt organization5 (S8% ). 
the fasces growing paquisibs. 
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s h  of otganiwciqn from 56% (1,000 or fewer 

employes) tb 91% (over 10,000 employees). 

- CEOs are generally more likely to have plans 
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INTRODUCTION 

For purposes of the Survey, a Supplemental Executive 
Retirement Plan ("SERP") is a nonqualified retirement 
plan under which the employer provides an additional 
retirement benefit to the employee. A SERP may be 
characterized as either a nonqualified defined contribu- 
tion plan or a nonqualified dehed  benefit plan. Often, 
a SERP is tied in some fashion to the benefits provided 
under the employers' qualified retirement plans. 

Approximately 75% of Respondents have adopted 
a SERP to provide benefits to executives in excess of 
amounts limited by quaUed plan restrictions, 
holding steady from 2000. The primary reason 
for adopting a SERP is the Omnibus Budget 
Reconciliation Act ("OBRA") of 1993 which lowered 
the limit on compensation used for qualified pension 
calculations to $150,000 (currently indexed to $170,000 
in 2001) (Internal Revenue Code [IRC] 5401(a) (17)). 

PLAN PREVALENCE 

S E R P  PREVALENCE 

El Not Currently Considering Have a SERP Currently Considering 

Clark/~ardes Consulting- 
/ Compensation Resource Group 

p'gb, 6 
Up to $2.5 Billion Above $2.5 Billion All Financial All Surveyed 

in Annual Revenue in Annual Revenue Institutions Companies 
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DIRECT TESTIMONY OF RUSSELL A. FEINGOLD 

2 

3 Background And Qualifications 

4 

5 Q. Please state your name and business address. 

6 

7 A. My name is Russell A. Feingold and my business address is 200 Wheeler Road, 

8 Suite 400, Burlington, Massachusetts 01 803. 1 am employed by Navigant 

9 Consulting, Inc. ("NCI") as a Managing Director and lead its Regulation & 

10 Litigation Support Practice. I have been employed by NCI since January 1997. 

11 

12 Q. Please describe in more detail the business activities of NCI. 

13 

14 A. NCI has served the electric and natural gas industries since 1983. We offer a 

15 wide range of consulting services related to information technology, 

16 processloperations management, business strategy development, and marketing 

17 and sales designed to assist our clients in a business environment of changing 

18 regulation, increased competition and evolving technology. From an industry- 

19 wide perspective, NCI has extensive experience in all aspects of the North 

20 American natural gas industry, including utility costing and pricing, gas supply 

21 and transportation planning, competitive market analysis and regulatory practices 

22 and policies gained through management and operating responsibilities at gas 

23 distribution, pipeline and other energy-related companies, and through a wide 



variety of client assignments. NCI has assisted numerous gas distribution 

companies located in the U.S. and Canada. 

What has been the nature of your work in the utility consulting field? 

I have over 27 years of experience in the utility industry, the last 25 years of 

which have been in the field of utility management and economic consulting. 

Specializing in the gas industry, I have advised and assisted utility management, 

industry trade and research organizations and large energy users in matters 

pertaining to costing and pricing, competitive market analysis, regulatory 

planning and policy development, gas supply planning issues, strategic business 

planning, merger and acquisition analysis, corporate restructuring, new product 

and service development, load research studies and market planning. I have 

prepared and presented expert testimony before the Federal Energy Regulatory 

Commission ("FERC") and several state and provincial regulatory commissions 

and have spoken widely on issues and activities dealing with the pricing and 

marketing of gas and electric utility services. 

Further background information summarizing my education, presentation of 

expert testimony and other industry-related activities is included in Appendix A to 

my testimony. 



Have you previously testified on behalf of Montana-Dakota Utilities Co. 

("Montana-Dakota" or the "Company"), a Division of MDU Resources 

Group, Inc.? 

Yes, I have. I previously testified on behalf of Montana-Dakota before the Public 

Service Commission of Montana in Docket Nos. 87.12.77, 88.1 1.53, and 

D2002.5.59 on the subjects of gas rate design and related ratemaking 

mechanisms and gas marginal cost analyses, before the Public Service 

Commission of North Dakota in Case No. PU-399-02-183, and before the Public 

Service Commission of Wyoming in Docket No. 30013-GR-02-127, on the 

subjects of gas rate design and related ratemaking mechanisms. 

13 Purpose 

For what purpose has Montana-Dakota retained NCI? 

NCI has been retained by Montana-Dakota as a consultant in the area of utility 

rate design and related regulatory matters for its gas operations. 

What is the purpose of your direct testimony in this proceeding? 

The purpose of my direct testimony is to address certain gas rate design 

concepts that the Company has evaluated in formulating its rate proposal in this 

- 3 -  



proceeding. Specifically, I will discuss the conceptual underpinnings and 

industry-wide trends associated with the Company's proposal to enhance the 

recovery of its gas distribution margin through rate design. In addition, I will 

provide an overview and analysis of an alternative ratemaking mechanism that 

Montana-Dakota could apply to its heat sensitive classes of service. 

What exhibits are you sponsoring in this proceeding? 

I am sponsoring the following exhibits: 

Exhibit No. - (RAF-I), Survey of Monthly Customer Charges of North 

American Gas Distribution Utilities 

Exhibit No. - (RAF-2), Distribution Delivery Stabilization Mechanism 

Proposed Rate Structure Chanqes 

Q. Why has Montana-Dakota chosen to propose certain rate design changes 

that will better provide for the recovery of its authorized level of 

distribution margin? 

A. The Company has chosen to address this issue in order to provide greater 

predictability for its customers and revenue stability for the Company. As I will 

discuss later in my testimony, this condition is not unique to Montana-Dakota and 

is, in fact, quite commonplace in the gas distribution segment of the energy 
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industry. 

Do the Cost of Service Study ("COSS") results presented by the 

Company's witness, Ms. Tamie Aberle, provide guidance in establishing 

the appropriate rate structure within each rate class? 

Yes. The classified costs, as allocated to each class of service within the 

Company's COSS, provide useful cost information in determining the level of 

customer, demand and commodity charges. 

Please explain how the classified costs from the Cost of Service Study 

presented by Ms. Aberle can be used for rate design purposes. 

If the classified costs presented by Ms. Aberle in Statement N were used to set 

three-part rates (Customer, Demand and Commodity), the Company's operating 

expenses and return on investment in its non-gas revenue requirement would be 

fully recovered from its customers. The use of three part rates is becoming more 

widely accepted as the unbundling of utility services continues to evolve and the 

sale of the gas commodity in an increasingly competitive market is 

distinguishable from utility delivery service. The unit costs from the Company's 

COSS provide useful information for the design of portions of its tariff services, in 

particular for establishing cost-based fixed charges for customer related costs. 

The unit costs also can be used to design demand charges where either demand 
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metering is available or algorithm-based billing demands for its customers can be 

determined. Demand based rates provide for a unit charge based upon the 

maximum demand imposed by a customer on the utility's gas system within a 

specified time period, which establishes both the utility's responsibility to serve 

and the customer's obligation to pay for that level of service. 

Please describe other considerations or criteria that should be used in the 

design of utility rates. 

Utility rate design should recognize that rates must be just and reasonable and 

not cause undue discrimination. Thus, customer impact considerations must be 

factored into the rate design process. Market conditions within the utility service 

territory with respect to the general economic environment and competitive fuel 

prices, where appropriate, should be reviewed. Another important consideration 

is the financial stability of the utility. Toward this goal, it is generally an unsound 

ratemaking practice to recover a substantial portion of fixed costs, such as 

customer related costs which bear no relationship to customer consumption 

patterns, in the volumetric portion of the rate structure. Recovery of fixed costs 

via volumetric rates adversely impacts earnings stability because the revenues 

generated from customers' volumetric use of gas can be extremely sensitive to 

the vagaries of weather patterns and changing consumption characteristics. 

Moreover, recovery of utility fixed costs in volumetric rates sends uneconomic 

price signals to consumers that impede their ability to make well reasoned 
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energy consumption decisions. Ultimately, Montana-Dakota must establish a 

reasonable balance between the various cost guidelines and the other 

aforementioned criteria in the process of designing rates. 

Q. Do the Company's proposed rate schedules reflect increases to its existing 

monthly service charges? 

A. Yes. The Company's schedule of proposed rates includes an increase to the 

level of the existing residential monthly basic service charge from $7.00 to 

$12.77 for small meters (less than 500 cu. ft. per hour). As discussed by Ms. 

Aberle, the differential related to meter size in the basic service charge has been 

eliminated for the residential class. The current residential basic service charge 

for large meters is $14.00 per month. In addition, the proposed firm general 

service rate includes an increase in the monthly basic service charges from 

$7.50 to $27.36 for small meters (less than 500 cu. ft. per hour) and from $15.00 

to $54.72 for large meters. The proposed basic service charges are stated on a 

daily basis, as explained by Ms. Aberle. 

Q. Do increased fixed charges such as those proposed by the Company provide 

any benefits to customers? 

A. Yes. An increase in the fixed charge component of the rate structure has the 

effect of reducing the impact of weather variances on customers' bills. By 
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increasing the basic service charge, the usage or volumetric charge is reduced, 

resulting in lower customer bills during periods of colder than normal weather and 

generally adding a measure of stability to the monthly bills of customers 

throughout the year. 

Higher monthly basic service charges help equalize the contribution of each 

customer within a class towards recovery of the customer-related costs 

attributable to that class. The increase in the basic service charge will thus help 

reduce intra-class subsidies. When the basic service charge does not recover 

the fixed costs of serving a customer, the higher use customers subsidize the 

lower use customers. 

Furthermore, the pricing practices associated with consumer services have 

evolved in recent years to be more oriented towards fixed charges, which have 

been widely embraced by the public. Today's consumer is much more 

accustomed to paying higher up-front fixed charges in exchange for low, or non- 

existent, usage charges. For example, basic cable television service carries a 

flat monthly charge and many internet service providers have restructured their 

pricing in the form of fixed monthly fees with no additional usage charges. 

Cellular phone companies offer a multitude of rate plans with an escalating scale 

of fixed monthly charges in exchange for additional "free" talk time. In addition, 

rental car companies typically charge a flat daily fee that permits the customer to 

drive, in some cases, an unlimited number of miles without incurring additional 
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usage charges. Finally, at the federal level, the FERC moved to a straight fixed- 

variable rate design for interstate pipelines with the issuance of Order No. 636. 

Why is the Company proposing to increase these service charge levels? 

As mentioned earlier in my testimony, the Company utilized the unit costs from 

its cost of service study to identify costs related to providing monthly service to 

customers. The level of customer-related costs for its residential class of 

customers, as presented in Statement N, is $16.05 per month. The 

corresponding level of customer costs for the firm general class of customers, as 

presented in this exhibit, averages $39.29 per month over all meter sizes. 

Establishing higher monthly basic service charges helps to reduce the intra-class 

subsidies that exist within a particular rate class. This method of customer cost 

recovery is preferable to including such costs in the commodity block charges, 

which has the effect of causing higher use customers to subsidize the lower use 

customers relative to the customer-related costs they impose on the Company. 

The basic service charges provide for recovery of a portion of the Company's 

fixed customer costs that are incurred solely because of the existence of 

customers connected to its gas distribution system. These costs, associated with 

facilities in place to serve customers, regardless of use and expenses such as 

reading meters and billing, occur regardless of whether gas is consumed and are 
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not related to demands placed on the system. The proposed basic service 

charge increases will also ensure recovery by the Company of a greater portion 

of its fixed costs of providing service. Since customer costs are not related to 

gas usage, they should be recovered to the extent possible through a tariff 

component that does not depend upon volumetric billing. 

In view of the level of customer costs indicated by the Company's cost 

study, would you please explain the choice of the basic service charge 

levels that have been proposed? 

Given the relatively high level of customer costs shown in Statement M as 

compared to its current level of customer related charges, the Company has 

chosen to move much closer to full cost of service in setting new customer 

related charges (basic service charge). In the case of the residential class, the 

current level of its customer-related fixed charge recovers only 44% of the level 

of customer costs identified in Montana-Dakota's cost of service study. The 

proposed basic service charge for the Company's Residential Gas Service (Rate 

60) of $12.77 per month ($0.42/day) will address the current gap between this 

class' customer-related costs and its corresponding unit charge. The Company's 

proposed levels of basic service charges for the Firm General Gas Service (Rate 

70) would bring this class within $263,330 or 89% of its full cost of service of 

$2,300,556. 



At these proposed rate levels, would the Company's monthly basic service 

charges result in substantial recovery of the fixed costs for these classes? 

Yes. However, there still exists approximately $1.7 million of remaining 

customer-related costs and $2.9 million of fixed demand-related costs in the 

residential and firm general service classes, representing approximately 38% of 

the total fixed distribution costs of the Company, to be recovered through the 

volumetric rates for the residential and firm general classes. 

Are Montana-Dakota's efforts to improve its distribution margin recovery 

through increased fixed cost recovery in its fixed monthly charges 

consistent with the recent actions of other gas distribution companies? 

Yes. In my opinion, there has been a noticeable recent trend in the gas 

distribution utility industry to increase monthly fixed charges. The monthly fixed 

charges are often labeled as customer charges, base charges, or basic service 

charges. Over the last few years, many gas distribution companies have 

requested increases to their monthly customer charges, where feasible, based 

on the results of cost of service studies that indicate gaps between the currently 

approved customer charges and the corresponding levels of allocated customer 

costs. As a result, customer charges have been increasing over time, and in 

some cases, increasing on a disproporiionate basis. 



The results of a recent informal survey conducted by NCI of North American gas 

distribution companies confirm these conclusions. Forty-one (41) of the gas 

distribution companies surveyed had implemented increases to their monthly 

service charges since 1999. Of the sixty-four (64) companies surveyed, 

encompassing eighty-one (81) different state or provincial service territories, 

forty-three (43) respondents had residential monthly service charges greater than 

or equal to $9.00, with the average monthly service charge for this group equal to 

$10.67. The results of the NCI survey are presented in Exhibit No. - (RAF-I), 

Survey of Monthly Customer Charges of North American Gas Distribution 

Utilities. 

12 Alternative Distribution Delivery Stabilization Mechanism 

14 Q. Is the Company proposing a Distribution Delivery Stabilization Mechanism 

15 ("DDSM") to adjust rates to its heat sensitive classes of service to reflect 

16 the actual weather conditions it experiences on an annual basis in 

17 comparison to the normal weather it uses to establish base rates? 

18 

19 A. Yes. As presented earlier in my testimony, the Company's preference is to 

20 address variability in margin recovery through increased collection of fixed costs 

21 through fixed charges. However, an acceptable alternative rate design technique 

22 would be to increase monthly fixed charges by some level and implement a 

23 DDSM to correct for the over and under collection of distribution delivery 



revenues, due to weather fluctuations, on an annual basis. The DDSM would 

apply to the Company's weather sensitive rate classes of residential and firm 

general service. 

Please discuss the reasons for recommending a DDSM. 

Because of Montana-Dakota's largely volumetric rate design, as discussed 

earlier in my testimony, the Company will only recover its Commission authorized 

level of non-gas fixed. costs of providing distribution service if the underlying 

sales volumes are achieved. Deviations from normal weather, the basis for 

those underlying sales volumes, result in either over or under recovery of 

Montana-Dakota's fixed costs. Erratic financial results from the constant over 

and under recovery of distribution margin can adversely impact Montana- 

Dakota's outlook in the financial community and, ultimately could increase the 

Company's financing costs. A DDSM addresses the foregoing adverse 

conditions. It is based on the premise that normal weather represents the best 

estimate of an uncontrollable variable and is a logical method for Montana- 

Dakota to adjust rates to account for the unpredictability of weather. A deferral 

type of DDSM would address wide swings in Montana-Dakota's total margin 

recovery through modest year-to-year adjustments in customers' bills in 

subsequent periods. 



How does a deferral type of DDSM operate? 

A deferral type of adjustment mechanism is a simplified application of the 

concepts used in the development of weather normalization mechanisms for 

other gas utilities that corrects for the overlunder collection of revenues due to 

weather fluctuations throughout the winter heating season. Once a year, 

following the end of the winter heating season, a true-up calculation would be 

performed to compare actual weather conditions, as represented by the actual 

level of annual Heating Degree Days (HDDs), with the level of HDDs under 

normalized weather conditions. The Company would utilize the normal level of 

HDDs established in the instant general rate case. The HDD excess or 

deficiency for the winter period would be applied to the class-by-class use per 

customer per HDD, also from the general rate case, and the respective class-by- 

class delivery service margins. The resulting revenue excess or deficiency would 

be divided by the projected annual sales volumes for the identified rate classes to 

determine a surcharge or refund component to be applied as an adjustment to 

the distribution charge. 

Please provide a formulaic representation of the DDSM that you just 

described. 

A formulaic representation of the DDSM is as follows: 



Where: 

DDSMi 

i - - 

Ri = 

DDFi = 

NDD = 

ADD = 

ANUi = 

- - Distribution Delivery Stabilization dollar amount per dk 

Applicable rate class subject to the DDSM 

Applicable distribution delivery charge rate per dk 

Temperature sensitive use per customer per degree day 

Normal degree days for the winter service period 

Actual degree days for the winter service period 

Average normal use per customer for the prospective twelve month 

period 

PDDSMi = Projected DDSM revenue from the preceding twelve month period 

ADDSMi = Actual DDSM revenue recovered during the preceding twelve month 

period 
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The result of the calculation, the DDSM factor, is multiplied by the customer's 

monthly gas consumption and added to or subtracted from the customer's bills 

during the twelve-month recoverylrefund period, depending on the arithmetic sign 

of the DDSM. 

Can this type of DDSM accemmodate any variation in the actual margin 

revenues collected through the DDSM in a particular year compared to the 

expected level of margin revenues upon which the previous DDSM factor 

was derived? 

Yes, it can. The illustrated DDSM has a true-up feature that will adjust the 

DDSM factor in any subsequent year to reflect any over-collections or under- 

collections in the prior year caused by variations in the margin revenues derived 

through application of the then current DDSM factor to the Company's actual gas 

volumes. 

Have you tested the performance of a deferral type of DDSM on Montana- 

Dakota's recent experience with weather variability in its Wyoming service 

territory? 

Yes. Exhibit No. (RAF-2) ,  DDSM Analysis, provides an illustration of the 

operation of the annual adjustment mechanism and the determination of the 

DDSM. Revenue adjustments were computed that would have occurred had this 
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type of DDSM been in effect during each of the last four complete heating 

seasons, from 1997 - 1998 to 2001 - 2002. 

Why was this time period selected to demonstrate the operation of the 

DDSM? 

This time period was chosen because it contained weather extremes, both above 

and below normal conditions assumed by the Company. 

Please describe the results of your analysis. 

The results of the analysis are shown on Exhibit No. (RAF-2) .  This schedule 

shows the year-to-year impact on the Company's revenues due to the variations 

in temperature. A negative adjustment of ($284,379) would have occurred at the 

end of the 2000 - 2001 heating season, due to the 8.9% colder than normal 

temperatures. By contrast, a positive adjustment of $724,513 would have 

occurred at the conclusion of the 1999 - 2000 heating season resulting from 

21.9% warmer than normal temperature conditions. 

Have you analyzed how this DDSM would have impacted individual 

customer bills? 

Yes. The average annual impact on individual residential customer bills 



corresponding to the 2000 - 2001 colder than'normal heating season would have 

been a negative adjustment of ($4.82). Likewise, a positive total adjustment to 

an average residential customer bill of $1 1.95 would have resulted from the 1999 

- 2000 warmer than normal heating season. The annual customer DDSM 

adjustments are shown in the analysis for the heat,sensitive classes. In view of 

the temperature variations that occurred during the heating seasons examined, 

the analysis presented in Exhibit No. - (RAF - 2) confirms what one would 

expect to result from the operation of the DDSM, had it been in effect during 

those years. 

Mr. Feingold, does that complete your direct testimony? 

Yes, it does. 
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RUSSELL A. FEINGOLD 

EDUCATION 

Bachelor of Science degree in Electrical Engineering from Washington 

University, St. Louis. 

Master of Science degree in Financial Management from Polytechnic Institute of 

New York 

PROFESSIONAL EMPLOYMENT 

1997 - Present Navigant Consulting, Inc. 

Managing Director, Regulation & Litigation Support Practice 

1990 - 1997 R.J. Rudden Associates, Inc. 

Vice President and Director 

1985 - 1990 Price Waterhouse 

Director, Gas Regulatory Services 

Public Utilities Industry Services Group 

1978 - 1985 Stone & Webster Management Consultants, Inc. 

Executive Consultant 

Regulatory Services Division 

1973 - 1978 Port Authority of New York and New Jersey 

Staff Engineer and Utility Rate Specialist 

Design Engineering Division 
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PRESENTATION OF EXPERT TESTIMONY 

Federal Energy Regulatory Commission 

Arkansas Public Service Commission 

British Columbia Utilities Commission (Canada) 

California Public Utilities Commission 

Connecticut Department of Public Utility Control 

Delaware Public Service Commission 

Georgia Public Service Commission 

Illinois Commerce Commission 

Indiana Utility Regulatory Commission 

Manitoba Public Utilities Board (Canada) 

Massachusetts Department of Public Utilities 

Michigan Public Service Commission 

Montana Public Service Commission 

New Hampshire Public Utilities Commission 

New Jersey Board of Public Utilities 

New York Public Service Commission 

North Dakota Public Service Commission 

Ohio Public Utilities Commission 

Oklahoma Corporation Commission 

Ontario Energy Board (Canada) 

Pennsylvania Public Utility Commission 

Philadelphia Gas Commission 

Quebec Natural Gas Board (Canada) 

Vermont Public Service Board 

Virginia State Corporation Commission 

Washington Utilities and Transportation Commission 
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Public Service Commission of Wyoming 

EDUCATIONAL AND TRAINING ACTIVITIES 

Chairman, Rate Training Subcommittee, Rate and Strategic Issues Committee of 

the American Gas Association 

Seminar organizer and co-moderator at the American Gas Association, 

'Workshop on Unbundling and LDC Restructuring," July 1995. 

Course organizer and speaker at the annual industry course, American Gas 

Association - Gas Rate Fundamentals Course, University of Wisconsin - 
Madison, 1985 - 2002 

Course organizer and speaker at the annual industry course, American Gas 

Association - Advanced Regulatory Seminar, University of Maryland - College 

Park, 1987 -1 992 

Co-founder, course director and instructor in the annual course, "Principles of 

Gas Utility Rate Regulation" sponsored by The Center for Professional 

Advancement I 982-1 987 

Contributing Author of the Fourth Edition of "Gas Rate Fundamentals," American 

Gas Association, 1987 

Organizer, Editor, and Contributing Author of the upcoming Fifth Edition of "Gas 

Rate Fundamentals," American Gas Association (in progress) 

PUBLICATIONS AND PRESENTATIONS 

"Unbundling Initiatives - How Far Can We Go?" American Gas Association 

Restructuring Seminar: Service and Revenue Enhancements for the Energy 

Distribution Business, December 2002. 

"Utility Regulation and Performance-Based Ratemaking (PBR)," PBR Briefing 

Session sponsored by BC Gas Utility Ltd., April 2002. 
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"LDC Perspectives on Managing Price Volatility" American Gas Association, Rate 

and Strategic lssues Committee Meeting, March 2002. 

"Can a California Energy Crisis Occur Elsewhere?" American Gas Association, 

Rate and Strategic lssues Committee Meeting, March 2001. 

"Downstream Unbundling: Opportunities and Risks," American Gas Association, 

Rate and Strategic lssues Committee Meeting, April 2000. 

"Form Follows Function: Which Corporate Strategy Will Predominate in the New 

Millennium?" American Gas Association 1999 Workshop on Regulation and 

Business Strategy for Utilities in the New Millennium, August 1999 

"Total Energy Providers: Key Structural and Regulatory Issues," American Gas 

Association, Rate and Strategic lssues Committee Meeting, April 1999. 

"The Gas Industry: A View of the Next Decade," National Association of 

Regulatory Utility Commissioners (NARUC) Staff Subcommittee on Accounts, 

1998 Fall Meeting, September 1998. 

"Regulatory Responses to the Changing Gas Industry," Canadian Gas 

Association, 1998 Corporate Challenges Conference, September 1998 

"Trends in Performance-Based Pricing," American Gas Association Financial 

Analysts Conference, May 1998. 

"Unbundling -An Opportunity or Threat for Customer Care?" presented at the 

American Gas AssociationIEdison Electric Institute Customer Services 

Conference and Exposition, May 1998. 

"Experiences in Electric and Gas Unbundling," presented at the 1997 Indiana 

Energy Conference, December 1997. 

"Asset and Resource Migration Strategies," presented at the Strategic Marketing 

For The New Marketplace Conference sponsored by Electric Utility Consultants, 

Inc. and Metzler & Associates, November I 997. 

"The Status of Unbundling in the Gas Industry," presented at the American Gas 

Association Finance Committee, March 1997. 
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Seminar organizer and co-moderator at the American Gas Association, 

"Workshop on Unbundling and LDC Restructuring," July 1995. 

"State Regulatory Update," presented at the American Gas Association - 
Financial Forum, May 1995. 

"Gas Pricing Strategies and Related Rate Considerations," presented before the 

Rate Committee of the American Gas Association, April 1995. 

"Avoided Cost Concepts and Management Considerations," presented before the 

Workshop on Avoided Costs in a Post-636 Industry, sponsored by the Gas 

Research lnstitute and Wisconsin Center for Demand-Side Research, June 

1 994. 

"DSM Program Selection Under Order No. 636: Effect of Changing Gas Avoided 

Costs," presented before the NARUC-DOE Fifth National lntegrated Resource 

Planning Conference, Kalispell, MT, May 1994. 

"A Review of Recent Gas IRP Activities," presented before the Rate Committee 

of the American Gas Association, March 1994. 

Seminar organizer and co-moderator at the American Gas Association seminar, 

"The Statue of lntegrated Resource Planning," December 1993. 

"lndustry Restructuring Issues for LDCs, presented before the American Gas 

Association-Advanced Regulatory Seminar, University of Maryland, 1993-1 996. 

"Acquiring and Using Gas Storage Services," presented before the Elth 

Cogeneration and Independent Power Congress and Natural Gas Purchasing 

'93, June 1993. 

"Capitalizing on the New Relationships Arising Between the Various lndustry 

Segments: Understanding How You Can Play in Today's Market," presented 

before the Institute of Gas Technology's Natural Gas Markets and Marketing 

Conference, February 1993. 

"The Level Playing Field for Fuel Substitution (or, the Quest for the Holy Grail)," 

presented before the 4th Natural Gas lndustry Forum - lntegrated Resource 

Planning: The Contribution of Natural Gas, October 1992. 
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"Key Methodological Considerations in Developing Gas Long-Run Avoided 

Costs," presented before the NARUC-DOE Fourth National lntegrated Resource 

Planning Conference, September 1992. 

"Mega-NOPR Impacts on Transportation Arrangements for IPPs," co-presented 

before the 7" Cogeneration and Independent Power Congress and Natural Gas 

Purchasing '92, June 1992. 

"Cost Allocation in Utility Rate Proceedings," presented before the Ohio State Bar 

Association - Annual Convention, May 1992. 

"The Long and the Short of LRACs," presented before the Natural Gas Least- 

Cost Planning Conference April 1992, sponsored by Washington Gas Company 

and the District of Columbia Energy office. 

Seminar organizer and moderator at the American Gas Association seminar, 

"Integrated Resource Planning: A Primer," December 1991. 

Session organizer and moderator on integrated resource planning issues at the 

American Gas Association Annual Conference, October 1991. 

"Strategic Perspectives on the Rate Design Process," presented before the 

Executive Enterprises, Inc. conference, "Natural Gas Pricing and Rate Design in 

the I 990s," September 1990. 

"Distribution Company Transportation Rates," presented before the American 

Gas Association-Advanced Regulatory Seminar, University of Maryland 1987- 

1992. 

"Design of Distribution Company Gas Rates," presented before the American 

Gas Association - Gas Rate Fundamentals Course, University of Wisconsin, 

1985-1 998. 

Seminar organizer, speaker and panel moderator at the American Gas 

Association seminar, "Natural Gas Strategies: Integrating Supply Planning, 

Marketing and Pricing," 1988-1 990. 

"Local Distribution Company Bypass - Issues and Industry Responses," (Co- 

author) June 1989. 
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"So You Think You Know Your Customers!," presented before the American Gas 

Association-Annual Marketing Conference, April 1990. 

"Gas Transportation Rate Considerations - A Review of Gas Transportation 

Practices Based on the Results of the A.G.A. Annual Pricing Strategies Survey," 

presented before the Rate Committee of the American Gas Association, April 

1985-1 991. 

"Market-Based Pricing Strategies - Targeted Rates to Meet Competition," 

presented before the American Gas Association Annual Marketing Conference, 

March 1989. 

"Gas Rate Restructuring Issues - Targeted Prices to Meet Competition," 

presented before the Fifteenth Annual Rate Symposium, University of Missouri, 

February 1989. 

"Gas Transportation Rates - An Integral Part of a Competitive Marketplace," 

American Gas Association, Financial Quarterly Review, Summer 1987. 

"Gas Distributor Rate Design Responses to the Competitive Fuel Situation," 

American Gas Association, Financial Quarterly Review, October 1983. 

"Demand-Commodity Rates: A Second Best Response to the Competitive Fuel 

Situation," presented before the American Gas Association, Ratemaking Options 

Forum, September 1 983. 

Cofounder, course director and instructor in the annual course, "Principles of Gas 

Utility Rate Regulation" sponsored by The Center for Professional Advancement 

1982-1 987. 

"Current Rate and Regulatory Issues," presented before the National Fuel Gas 

Regulatory Seminar, July 1986. 

AFFILIATIONS AND HONORS 

Financial Associate Member, American Gas Association 

Member, Rate and Strategic Issues Committee of the American Gas Association 

Member, Energy Bar Association 
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Member, Institute of Electrical and Electronic Engineers 

Listed in Who's Who of Emerging Leaders in America, 1989-1 992 

(Current as of December 2002) 
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Survey of Monthly Customer Charges Page 1 of 1 

of North American Gas Distribution Utilities 

Current Current 
Customer Charge 

Current Current 
Customer Charge 

Company Charge Effective Company Charge ~ffective 

( A  ( B )  ( C )  ( D )  ( E  ( F  
Ameren (IL) 
Ameren (MO) 
Apollo Gas (PA) 
Arkansas Oklahoma Gas 
ArkLa (TX) 
ATCO Gas North 
ATCO Gas South 
Atlanta Gas Light 
Atlas Gas Utilities 
Avista Utilities 
Baltimore Gas & Electric 
Bay Stae Gas (MA) 
Berkshire Gas (MA) 
Boerne Utilities (TX) 
Boston Gas Company 
Centra Gas, (MB) 
Central IL Pub. Sew. 
Central I11 Light & Power 
Cheyenne Light, Fuel & Power 
CILCO (IL) 
Citizens Gas & Coke Utility (IN) 
Columbia Gas (MD) 
Columbia Gas (PN) 
Columbia Gas (PA) 
Columbia Gas (VA) 
Con Ed (NY) 
Consumers Energy Co. (MI) 
Delta Natural Gas Co. (ICY) 
Dominion Peoples (PA) 
Enbridege Consumers (On) 
Equitable (PA) 
Gaz Metropolitain (PQ) 
Illinois Gas 
Illinois Power 
Indiana Gas 
Intermountain Gas (Apr-Nov) 
Intermountain Gas @ec-Mar) 
KeySpan Energy (NH) 
Keyspan (NY) 
Laclede Gas (MO) 

Feb-99 
Nov-00 

NIA 
Sep-97 

NIA 
Jan-01 
Jan-0 1 

NIA 
Jan-01 
Dec-00 
Jun-00 
Dec-00 
Feb-02 

NIA 
NIA 

NOV-00 
Feb-99 
Jun-97 

Aug-00 
N/A 
N/A 

Apr-00 
Oct-00 

NIA 
N/A 

Dec-98 
Mar-00 
NOV-00 
Mar-00 
Oct-00 
Oct-97 
Oct-99 
Oct-98 
Jan-94 

N/A 
Dec-00 
Dec-00 
Dec-00 
Oct-01 
Sep-96 

. . 
MidAm (DL) 
Missouri Gas 
Nashville Gas Division 
New Jersey Natural Gas Co. 
NFG (NY) 
NFG (PA) 
Niagara Mohawk 
NIPSCO 
Northern Utilities (ME) 
Northern Utilities Natural (NH) 
Northwest Natural (Rate 2) (WA) 
Northwest Natural (Rate 24) (WA) 
Northwest Natural (OR) 
NYSEG (NY) 
Ohio Valley (OH) 
Peoples Gas (Non-West Fla Region) 
PG Energy (PA) 
PNG- West (BC) 
PNG (NE) Ltd. (Dawson Creek) 
PNG (NE) Ltd. (Tumbler Ridge) 
Providence Gas Company 
Public Sewice Co (NM) 
Puget Sound 
Reliant Energy (MS) 
SaskEnergy, SK (Farm) 
SaskEnergy, SK (Residential) 
South Carolina Elect & Gas 
Southern California Gas 
Southwest Gas Corp. (North) 
Southwest Gas Corp. (South) 
UGI (PA) 
Union Gas (ON) (Eastern) 
Union Gas (ON) (Fort Frances) 
Union Gas (ON) (Northern) 
Union Gas (ON) (S. Western) 
Union Gas (ON) (Western) 
United Cities m) 
United Cities (VA) 
VA Natural Gas 
Valley Gas Company (IU) 

. . 

Jul-00 
Aug-Ol . 

Dec-00 
Dec-00 
Oct-97 

May-93 
Aug-00 
Dec-00 

NIA 
Dec-00 
Nov-00 
NOV-00 
Dec-00 

NIA 
NOV-95 
Nov-00 
Jan-01 
Jan-01 
Jan-0 1 
Jan-01 
Jan-96 
Oct-00 
Jan-0 1 

NIA 
Dec-00 
Dec-00 
NOV-00 
Dec-98 
Jan-0 1 
Jan-0 1 

Aug-95 
Oct-00 
Oct-00 
Oct-00 
Oct-00 
Oct-00 
Oct-00 
Mar-01 

NIA 
Jan-95 - - 

41 MidAm(L4) $ May-99 82 Yankee Gas (CT) $ 8.75 NIA 

(11 Charge stated as a daily charge of 0.19832. For the purpose of this exhibit it has been multiplied by 30.4 (average number of days in a month) 
121 Charges are seasonally differentiated and apply to the same jurisdiction. 

Customer Charge Statistics 

Mean $ 8.58 
Median $ 9.00 

verage of Charges Greater than or Equal to $9.00 = $ 10.67 1 
Mode $ 9.00 
Range $ 18.66 
Minimum $ 2.50 
Maximum $ 21.16 
Count 82 

Navigant Consulting, Inc. 
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Montana-Dakota Utilities Co. 
Distribution Delivery Stabilization Mechanism Analysis 

Gas Utility - South Dakota 

Heating Use 
Actual Normal . . 

1997 3,295,015 3,413,881 
1998 3,146,296 3,452,558 
1999 2,972,228 3,618,280 
2000 3,758,979 3,504,247 
2001 3,301,280 3,584,285 
Average Adjustment 

Customer Bill Impact of DDSM: 

Annual Usage (Dk) 

1997 Annual Impact 
1998 
1999 
2000 
2001 
Average Adjustment 

Residential 
$92,670 

Residential 
Small Meter 

86 

Firm Total Total Firm Adjustment 
General DDSM Sales [I]  Per ~k 

$40.055 $1 32.725 4.983.259 $0.027 

Firm Firm 
General General 

Small Meter Large Meter 

[I] Adjustment is based on subsequent year's normalized sales. 

q z z  
A ? ?  



MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Utilities Commission of South Dakota 

Docket No. NG02-- 

Direct Testimony 
of 

Tamie A. Aberle 

Would you please state your name and business address? 

Yes. My name is Tamie A. Aberle, and my business address is 

400 North Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the Pricing & Tariff Manager in the Regulatory Affairs 

Department of Montana-Dakota Utilities Co. (Montana-Dakota), a Division 

of MDU Resources Group, Inc. 

What are your responsibilities as the Pricing & Tariff Manager? 

My responsibilities include the preparation of rate design and 

miscellaneous tariff revision filings to ensure that the applicable revenue 

requirements are properly recovered from various customer classes via 

applicable rate forms. I also administer utility tariffs and rules and regula- 

tions effective in each of the jurisdictions in which Montana-Dakota 

provides utility service. 

Would you please outline your educational and professional background? 

I graduated from Moorhead State University, Moorhead, Minnesota 

in I982 with a Bachelor of Science degree in Accounting. I began my 

career with Montana-Dakota in 1983 in the Regulatory Affairs Department, 

19 I was promoted to Rate Administration Supervisor in 1990 and achieved 



my present position in May 1999. 

Have you testified in other proceedings before regulatory bodies? 

Yes. I have previously filed testimony with this Commission and 

the Minnesota Public Utilities Commission, and presented testimony 

before the Montana Public Service Commission, North Dakota Public 

Service Commission and the Wyoming Public Service Commission. 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to present the results of the class 

cost of service study and to address the effect of the proposed revenue 

requirement, as identified by Ms. Mulkern in her direct testimony, on each 

of the Company's gas rates, including how the distribution of the revenue 

requirement was made among the various classes of customers served. 

In addition, my testimony will discuss the extent to which Montana-Dakota 

is proposing changes in rate design andlor tariff conditions. 

What statements and exhibits are you sponsoring in this proceeding? 

I am sponsoring Rule 20: 10:13:97 Statement N, Rule 20:10:13:98 

Statement 0 and Exhibit No. (TAA-1) through Exhibit No. 

(TAA-3). 

Do you also sponsor the proposed rate schedules appended to the 

Application in this proceeding? 

Yes, I do. 

Do the proposed changes affect the customers served in the East River 

service territory? 

No they do not. Rate Schedules 66 and 89 applicable to the 

customers located in the East River System have been updated to reflect 

the new tariff form but the charges remain the same as currently 



authorized. 

What is the total revenue effect of the proposed gas rate changes? 

The proposed rates will produce additional revenues of $2,173,380 

or 5.8% annually based on projected throughput. Exhibit No. (TAA- 

I )  represents summaries by rate classification of the proposed revenue 

increase for the projected 2003 test year and is identical to Statement 0, 

Page 1. The exhibit shows the rate number and a description along with 

the revenues calculated under the present and proposed rates for the 

projected 2003 test year. The amount and percentage increase is also 

shown for the proposed revenue increase. 

Would you please explain the embedded class cost of service study 

contained in Statement N? 

Yes. Turning to Part A, the first report appearing therein is entitled 

"Cost of Service by Component." This report shows the total dollars and 

unit cost required under each rate if the overall requested 10.303% rate of 

return was to be earned for the demand, energy and customer cost 

components of each rate schedule. 

The next report appearing in Statement N is entitled "Summary." 

This report shows the results of all of the succeeding reports in summary 

form. Following this summary report is a detailed report showing the 

development of each line on the Summary Report. 

Part B of Statement N, entitled "Allocation Assignment Report," is a 

report that shows how the various allocation factors and items directly 

assigned were applied in producing the various reports shown in Part A. 

Part C of Statement N, entitled "Allocation Factor Report," is simply 

a list of the allocation factors used to produce the various reports shown in 



Part A. By using the Allocation Assignment Report and the Allocation 

Factor Report, it can be readily determined how the various components 

of revenue, expense, and plant were allocated or assigned among the 

classes of service. 

The class cost of service study is based on the results for South 

Dakota gas operations as recorded for the 12 months ended June 30, 

2002 as adjusted to reflect the Projected 2003 test period underlying the 

total cost of service in this case. 

What were the results of the cost of service study? 

The results are summarized on Statement N, Part A, page 4. 

The overall South Dakota gas rate of return based on the projected 2003 

overall cost of service is 2.381%. The returns by customer class are as 

shown below: 

Residential Service 2.073% 

Firm General Service -1.376% 

Air Force 65.914% 

Small Interruptible 25.454% 

Large Interruptible 33.399% 

For what purpose has the class cost of service study been used? 

The study results have been used as a guide in the distribution of 

total revenue requirements among customers and for the purpose of 

pricing the various components comprising the total rate applicable to 

each customer class. 

What methodology did you use to apportion the proposed rate increase 

among the customer classes? 

In designing the proposed rates to reflect the additional revenue 



requirements, we have attempted to group the class rates of return more 

closely about the overall system return. 

Given the disparity between the firm and interruptible class 

contributions to the overall return, the proposed increase was allocated by 

first increasing the Firm General Service class by an amount that brings 

the class to the overall rate of return of 10.303% and allocating the 

remaining increase to the Residential class. 

What is the percentage of the proposed final increase by class of 

customer? 

As shown on Exhibit No. (TAA-I), the proposed increase to 

each of the classes is as follows: 

Class 

Residential 5.8% 

Firm General Service 8.4% 

Firm Contract Service --- 
Air Force --- 
Small Interruptible --- 
Large Interruptible --- 

loverail a.ml 
Why did you not propose a change for the Firm Contract, Air Force or 

Interruptible customer classes? 

An increase was not warranted as the noted classes are currently 

producing a return on investment in excess of the overall rate of return. A 

decrease was not proposed in order to mitigate the increase required from 

the residential and firm general service classes of customers. 

What is the effect of the proposed revenue increase on the class returns? 



The revenue allocation explained above results in an increase in 

the residential class return from 2.07% to 8.68% and an increase in the 

firm general service class return from -1.38% to 10.29%. The class 

returns for the Air Force and Interruptible classes remain unchanged from 

the projected 2003 level because no change in revenues is proposed for 

those classes. 

What changes are you proposing to the rate form applicable to the firm 

service customers? 

In order to accomplish the rate structure objectives which include 

providing a measure of stability for our customers during periods of 

abnormal weather, having easily understandable rates for customers, 

having a rate form that is simple to administer and enhancing fixed cost 

recovery, the Company is proposing several changes to the firm service 

rate form. Our goal is to provide customers with price stability, better price 

signals and better information that will allow them to understand the 

nature of their gas bill. We propose to accomplish this by redefining the 

components of the gas bill applicable to all customers into 3 parts: 

I. Basic Service Charge 

2. Distribution Delivery Charge and 

3. Cost of Gas 

I will explain each component more fully below, including the changes that 

will accomplish the objectives noted above. 

I. The Basir Service Charge applicable to each customer class 

has been moved closer to the customer cost level identified in 

the Class Cost of Service Study for each of the customer 

classes. This component is currently identified as the "base 



rate1' on the current tariffs. Setting the Basic Service Charge at 

or nearly at the customer cost level from the class cost of 

service study will serve to stabilize the portion of the bill 

currently recovered on a volumetric basis. The Basic Service 

Charges applicable to the Residential and Firm General Service 

classes have been stated on a daily basis. Charging this fixed 

cost on a daily basis better matches the way customers are 

billed i.e., the days between billing periods vary due to meter 

reading cycles and customer cut-ins and cut-outs occurring 

outside their normal billing cycle. Bills for service outside a 

normal period are currently normalized but the customer cannot 

readily determine how the bill was determined. A daily Basic 

Service Charge will allow the customer to simply multiply the 

number of days in service during the current billing period (now 

shown on the bill) times the applicable Basic Service Charge. 

The Distribution Delivery C h g e  is proposed to be recovered 

through a flat commodity charge and the declining block rate 

currently applicable to Residential and Firm General Service 

customers under Rates 60, 70 and 72 will be eliminated. The 

declining block commodity rate is no longer required because 

the fixed customer related costs that are now recovered through 

the rate differential assigned to the 1" block of energy (I" 10 dk 

for residential customers and 1'' 15 dk for firm general service 

customers) will now be properly recovered through the Basic 

Service Charge. The Distribution Delivery Charge primarily 

reflects the distribution demand related (fixed) costs discussed 



by Mr. Feingold plus any customer related costs not recovered 

through the Basic Service Charge due to the rate design 

process. 

3. The M of Gas component is comprised of the items currently 

recovered through the Purchased Gas Cost Adjustment Rate 

88. Under the current rate form, the base cost of gas authorized 

in the last rate case is buried in the commodity charge 

component and the changes in gas cost related items are 

identified separately in a Purchased Gas Cost Adjustment. 

Under the proposed rate form customers will readily know what 

portion of their bill is associated with gas related costs that 

change upward and downward with the market price of natural 

gas changes and are subject to the Purchased Gas Cost 

Adjustment mechanism and not determined in a rate case 

proceeding such as this. 

What are you proposing as Basic Service Charges for the Residential and 

Firm General Service classes? 

The Basic Service Charge proposed for customers taking service 

under Residential Rate 60 has been set at $0.42 per day, which reflects 

an average monthly charge of $12.77. The differential between meters 

rated less than 500 cubic feet per hour and those rated over 500 cubic 

feet per hour has been eliminated for the Residential class due to the 

small number of meters falling into the latter category. The differential 

has been retained for the Firm General Service Rate 70 rate schedule due 

to the diversity of customers served under this rate. The Basic Service 

Charge applicable to Firm General Service customers with meters rated 



less than 500 cubic feet per hour has been set at $0.90 per day and $1.80 

per day for customers requiring the larger meters capable of measuring 

gas flows of 500 cubic feet per hour or greater. The resulting average 

monthly charge will be $27.36 and $54.72 respectively. 

Would you please explain Exhibit No. (TAA-2)? 

Yes. Exhibit No. (TAA-2) depicts bill comparisons based on 

typical monthly consumption levels for an annual period for residential and 

firm general service customers. As shown by the comparisons, the 

proposed rate structure will result in an average increase of approximately 

$2.50 per month for the typical Residential customer using 86 dk on an 

annual basis. The proposed rate form will also provide customers with 

price stability during those months where their gas usage may vary 

significantly due to the weather. For example, a residential customer 

typically uses 15 dk during the month of January. Under the current rate 

structure the customer's monthly bill will be $80.09 (based on gas costs 

as of December 2002). Under the proposed rate structure the customer's 

bill will be $80.60 - essentially the same amount. Properly recognizing 

the fixed costs in a fixed charge minimizes the over-collection of customer 

related costs by the Company in periods of colder than normal weather as 

well as minimizing the under-collection during periods of warmer than 

normal weather. 

What changes are you proposing to make to the optional seasonal rate 

available to firm general service customers? 

The Optional Seasonal General Gas Service Rate has been 

revised to reflect the proposed Basic Service Charge and Distribution 

Delivery Charge for Firm General Service Rate 70. The differential 



between the summer and winter periods continues to be based on the 

demand component of the cost of gas. 

What changes are you proposing to make to the Air Force Rate 64? 

The Air Force Rate 64 has been revised to reflect an increase in 

the Basic Service Charge from $95.00 per month to $250.00 per month. 

The commodity charge has been calculated to produce the remaining 

class revenue requirement. As noted earlier, no overall increase or 

decrease is proposed for the Air Force. 

Would you please describe the changes proposed to the Small 

Interruptible Service Rate 71 and Large lnterruptible Service Rate 85 

sales rates? 

Yes. A Basic Service Charge of $175.00 per month has been 

proposed for the small interruptible class (interruptible customers using 

less than 40,000 dk annually) and a Basic Service Charge of $300.00 per 

month is proposed for the large interruptible customer group (customers 

using 40,000 dk or more annually). The proposed Basic Service Charges 

reflect the customer costs determined in the embedded class cost of 

service study while the interruptible commodity charges were calculated 

as a residual to achieve each class' revenue requirement. 

Ms. Aberle, are you proposing any changes to the current interruptible 

transportation service rates? 

The only change to the interruptible transportation rates is an 

increase in the Basic Service Charges to the level identified in the class 

cost of service study. The current fee of $50.00 per month presently 

identified as a nomination charge has been included with the Basic 

Service Charge applicable to transportation service customers. 



Have you prepared a Distribution Delivery Stabilization Mechanism tariff 

as an alternative as described by Mr. Fox and Mr. Feingold? 

Yes. A Distribution Delivery Stabilization Mechanism (DDSM) 

tariff, as discussed by Mr. Feingold, is depicted in Exhibit No. (TAA- 

3). This mechanism, coupled with some level of increase in fixed monthly 

charges, could be used as an alternative to the implementation of a Basic 

Service Charge at the customer related cost level identified in the class 

cost of service study which is the Company's primary proposal. As 

described in the tariff, the DDSM would be applied to the firm service 

classes as a per dekatherm adjustment reflecting the amortization of a 

balancing account representing the overlunder recoveries of the 

Distribution Delivery Charge due to weather related volume fluctuations. 

As noted by Mr. Fox and Mr. Feingold, if the Basic Service Charges 

proposed are not adopted, the Company is requesting approval to adopt 

the DDSM mechanism. 

Would you please briefly describe other changes made to the Company's 

gas tariff? 

Yes, following is a description of other changes the Company is 

proposing to make to its gas tariff: 

A Rate Summary Sheet has been added to Section 3 of the 

tariff to allow readers to see, at a glance, all charges associated 

with a particular rate. 

The penalty for failure to curtail or interrupt, applicable under 

each of the interruptible sales and transportation service 

schedules has been increased from $10.00 per dk to $50.00 

per dk in order to sensitize the critical nature of a call for 



interruption and to provide sufficient incentive for a customer to 

interrupt or curtail their use of gas when called upon to do so. 

A provision requiring interruptible customers to notify the 

Company of a significant change in daily operations and the 

requirement to provide a power supply and phone service to 

electronic meter equipment deemed necessary by the Company 

has been added to both interruptible sales schedules (Rate 71 

and Rate 85). The requirements are necessary to properly 

manage gas supplies for the interruptible sales customers and 

to minimize the potential for penalties assessed by the 

interconnecting pipelines. 

Firm Gas Transportation Service Rate 84, currently available for 

the firm requirements of interruptible customers, has been 

eliminated due to lack of customer interest in this rate option. 

The fee charged when a check is returned for non-payment 

back to the Company has been increased to $20.00 to reflect 

the current going rate charged by banks and other businesses. 

The reconnection fees for seasonal customers will now be tied 

to the Basic Service Charge that would have been applied 

during the period the customer was out of service with a 

minimum set at the actual cost associated with reconnecting the 

service. The reconnection charge for a customer disconnected 

for nonpayment of bills has been increased to $30.00, the 

actual cost of reconnecting service. 

A section describing the Company's policy regarding 

unauthorized use of service has been added to General 



Provisions Rate 100. 

The deposits associated with a gas meter test requested by a 

customer (Rate 100, Paragraph 22) have been revised to reflect 

current costs. 

Firm Gas Service Extension Policy Rate 120 and Rate 124 

related to service line installations have been revised to reflect 

7 the Company's proposal to own all prospective service line 

8 installations as discussed by Mr. Fox and Ms. Mulkern in their 

9 testimony. The Company is proposing to install service lines 

I 0  that are cost justified by the expected connected load at no cost 

11 to the customer. A customer contribution will be required for 

12 the portion of the installation not supported by the expected 

13 connected load in accordance with the Maximum Allowable 

14 Investment formula currently used under Firm Gas Service 

15 Extension Policy Rate 120. The change in service line policy 

16 has allowed the elimination of Rate 125, which was applicable 

17 to company-owned service lines within the Company's East 

18 River service territory. 

19 a The forms included in Section No. 6 have been updated to 

20 reflect the Company's current set of forms. 

21 Minor changes, which are self-explanatory, have been made to 

22 the majority of the rate schedules. These changes are clearly 

23 denoted on the tariff sheets reflecting the legislative format. 

24 Q. Does this conclude your direct testimony? 

25 A. Yes, it does. 



MONTANA-DAKOTA UTILITIES CO. 
REVENUESUNDERCURRENTANDPROPOSEDRATES 

GAS UTILITY - SOUTH DAKOTA 

Total Proposed 
Proposed Revenue' Percent 
Revenue Increase Increase 

$21,761,669 $1,201,617 5.8% 

Proiected 2003 
Customer ClassIRate 

Residential - Rate 60 

Customers 11 Revenue 21 

Firm General Service - Rate 70 & 72 

Firm Contract service Rate 

Air Force Service - Rate 64 

Small lnterruptible 
Sales - Rate 71 
Transport - Rate 81 

Total Small lnterruptible 

Large lnterruptible 
Sales - Rate 85 
Transport - Rate 82 

Total South Dakota 

11 Bills divided by 12. 
21 Rates effective as of December 1,2002. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

RATE 60 BILL COMPARISON 
RESIDENTIAL GAS SERVICE (SMALL METERS) 

PRESENT PROPOSED AMOUNT OF % 
MONTH DK RATE RATE INCREASE INCREASE 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Total 

PRESENT RATE 60: I /  PROPOSED RATE 60: 21 
Base Rate $7.00 Basic Delivery Charge $12.77 
1st 10 dk $5.039 Distribution Delivery $0.890 
Over 10 dk 4.539 Cost of Gas $3.632 

I /  Rate effective December 1, 2002. 
21 Includes December 2002 Cost of Gas based on .86% loss factor plus surcharge. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

RATE 60 BILL COMPARISON 
RESIDENTIAL GAS SERVICE (LARGE METERS) 

PRESENT PROPOSED AMOUNT OF % 
MONTH DK RATE RATE INCREASE INCREASE 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Total 

PRESENT RATE 60: 11 PROPOSED RATE 60: 21 
Base Rate $14.00 Basic Delivery Charge $12.77 
1st 10 dk $5.039 Distribution Delivery $0.890 
Over 10 dk $4.539 Cost of Gas $3.632 

11 Rate effective December 1, 2002. 
21 Includes December 2002 Cost of Gas based on .86% loss factor plus surcharge. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

RATE 70 BILL COMPARISON 
FIRM GENERAL GAS SERVICE (SMALL METERS) 

PRESENT PROPOSED AMOUNT OF % 
MONTH DK RATE RATE INCREASE INCREASE 

January 
February 
March 
April 

May 
June 
July 
August 
September 
October 
November 
December 

Total 300 $1,486.05 $1,608.12 $122.07 8.21% 

PRESENT RATE 70: 11 PROPOSED RATE 70: 21 
Base Rate $7.50 Basic Delivery Charge $27.36 

1st 15 dk $4.898 Distribution Delivery $0.634 
Over 15 dk $4.399 Cost of Gas $3.632 

11 Rate effective December 1,2002. 
21 Includes December 2002 Cost of Gas based on .86% loss factor plus surcharge. 



Docket No. - 
Exhibit No. (TAA-2) 
Page 4 of 4 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

RATE 70 BILL COMPARISON 
FIRM GENERAL GAS SERVICE (LARGE METERS) 

PRESENT PROPOSED AMOUNT OF % 
MONTH DK RATE RATE INCREASE INCREASE 

January 
February 
March 
April 

May 
June 
July 
August 
September 
October 
November 
December 

Total 

PRESENT RATE 70: 11 PROPOSED RATE 70: 21 
Base Rate $15.00 Basic Delivery Charge $54.72 

1st 15 dk $4.898 Distribution Delivery $0.634 
Over 15 dk 4.399 Cost of Gas $3.632 

11 Rate effective December 1,2002. 
21 Includes December 2002 Cost of Gas based on .86% loss factor plus surcharge. 
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Section No. 3 
Original Sheet No. 28 

DISTRIBUTION DELIVERY STABILIZATION MECHANISM - Rate 87 

Page 1 of 3 

APPLICABILITY: 
This rate schedule represents a Distribution Delivery Stabilization Mechanism 
(DDSM) and specifies the procedure to be utilized to correct for the overlunder 
collection of distribution delivery charge revenues due to weather fluctuations 
during the heating season defined as October 1 through April 30. Service 
provided under the Company's Residential Rate 60 and Firm General Service 
Rate 70 shall be subject to decreases or increases under the DDSM. 

EFFECTIVE DATE: 
Adjustments under this DDSM will commence in May 2003 and continue through 
April 2004. The DDSM will be recalculated on an annual basis and a new DDSM 
will be filed to be effective May I each year thereafter. 

DISTRIBUTION DELIVERY STABILIZATION MECHANISM: 
A DDSM will be determined for each rate schedule subject to the DDSM and shall 
be expressed as rate per dk. Monthly bills beginning with the first billing cycle 
following May 1, 2003 and each May 1'' thereafter, will be adjusted (decreased or 
increased) by the application of a DDSM rate computed in accordance with the 
procedures based on temperature conditions for the winter heating season 
beginning November 1,2002 ending March 31,2003, and each heating season 
thereafter, compared to normal temperature levels established in the most recent 
general rate case. The DDSM rate will be stated as a surcharge or credit on all 
rate schedules to which the DDSM is applicable. A DDSM rate will be computed 
for each applicable rate schedule to be effective for a period of one year. 
Following the initial one-year term, and annually thereafter, the DDSM rate 
calculation shall include any over or under collection of DDSM revenue from the 
preceding twelve-month recovery period. 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 
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DISTRIBUTION DELIVERY STABILIZATION MECHANISM - Rate 87 
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DDSM RATE CALCULATION: 
A DDSM shall be determined for each rate schedule subject to the DDSM and 
shall be expressed as a rate per dk. In order to calculate the respective DDSM 
rates, the winter season HDD variation from the normal HDDs will be determined 
and multiplied by the temperature sensitive consumption per customer per HDD, 
as determined in the most recent general rate case. The resulting product shall 
be multiplied by the applicable Distribution Delivery Charge rate and then divided 
by the average annual use per customer to determine a dollar amount per dk. 

DDSMi = - Ri (DDFilNDD - ADD)) + (PDDSMi - ADDSMi) 
AN Ui 

Where: 

DDSMi = Distribution Delivery Stabilization dollar amount per dk 

i - - Applicable rate class subject to the DDSM 

Ri - - Applicable Distribution Delivery Charge per dk 

DDFi = Temperature sensitive use per customer per degree day 

NDD = Normal degree days for the winter service period 

ADD = Actual degree days for the winter service period 

ANUi = Average normal use per customer for the prospective twelve month 
period 

PDDSMi= Projected DDSM revenue from the preceding twelve month period 

ADDSMi= Actual DDSM revenue recovered from the preceding twelve month 
period 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 
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State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 28.2 

DISTRIBUTION DELIVERY STABILIZATION MECHANISM - Rate 87 

DEFINITIONS: 
Heating Degree Days - 

Normal Degree Days - 

Actual Degree Days - 

Page 3 of 3 

The difference between the average of the daily high 
and low temperature subtracted from 60 degrees 
Fahrenheit. 

The heating degree days that are based on the 30 
year average ending June 30,2001. 

The actual degree days reported by National 
Weather Service Stations for applicable service 
areas in South Dakota weighted by customers. 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED BALANCE SHEET 

JUNE 30,2001 AND 
JUNE 30,2002 

Assets and Other Debits 
Utility Plant 
Construction Work in Progress 
Less Acc. Provision for Depreciation and Amortization 

Net Utility Plant 
Gas Stored Underground - Noncurrent 

Other Propertv and lnvestments 
Nonutility Property 
(Less) Accum. Prov. for Depr. And Amort. 
Investment in Subsidiary Companies 
Other investments 

Net Other Property and lnvestments 

Current and Accrued Assets 
Cash 
Special Deposits 
Working Funds 
Temporary Cash Investments 
Customer Accounts Receivable 
Other Accounts Receivable 
(Less) Accum.Prov. For Uncollectible Acct. - Credit 
Accounts Receivable from Assoc.Companies 
Fuel Stock 
Plant Materials and Operating Supplies 
Merchandise 
Stores Expense Undistributed 
Gas Stored Underground - Current 
Prepayments 
Accured Utility Revenues 
Miscellaneous Current and Accrued Assets 

Total Current and Accrued Assets 

Deferred Debits 
Unamortized Debt Expense 
Other Regulatory Assets 
Prelim. Survey and Investigation Charges 
Clearing Accounts 
Miscellaneous Deferred Debits 
Unamortized Loss on Reaquired Debt 
Accumulated Deferred Income Taxes 
Unrecovered Purchased Gas Costs 

Total Deferred Debits 

Total Assets and Other Debits 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED BALANCE SHEET 

JUNE 30,2001 AND 
JUNE 30,2002 

Liabilities and Other Credits 
Proprietarv Capital 
Common Stock lssued 
Preferred Stock Issued 
Premium on Capital Stock 
Other Paid in Capital 
(Less) Capital Stock Expense 
Retained Earnings 
Unappropriated Undistributed Sub Earnings 

Total Proprietary Capital 

Lonq-Term Debt 
Bonds 
Other Long-Term Debt 
(Less) Unamortized Discount on Long-Term Debt-Debit 

Total Long-Term Debt 

Other Noncurrent Liabilities 
Accumulated Provision for lnjuiries and Damages 
Accumulated Provision for Pensions and Benefits 
Accumulated Provision for Rate Refunds 

Total Other Noncurrent Liabilities 

Current and Accrued Liabilities 
Accounts Payable 
Accounts Payable to Associated Companies 
Customer Deposits 
Taxes Accrued 
Interest Accrued 
Dividends Declared 
Tax Collections Payable 
Miscellaneous Current and Accrued Liabilities 

Total Current and Accrued Assets 

Deferred Credits 
Customer Advances for Construction 
Accumulated Deferred Investment Tax Credit 
Other Deferred Credits 
Other Regulatory Liabilities 
Accumulated Deferred Income Taxes 

Total Deferred Credits 

Total Liabilities and Equity 
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June 30, 2002 and 2001 
(Unaudited) 

1. Basis of presentation 

The accompanying consolidated interim financial statements 
were prepared in conformity with the basis of presentation 
reflected in the consolidated financial statements included in 
the Annual Report to Stockholders for the year ended 
December 31, 2001 (2001 Annual Report), and the standards of 
accounting measurement set forth in Accounting Principles Board 
Opinion No. 28 and any amendments thereto adopted by the 
Financial Accounting Standards Board. Interim financial 
statements do not include all disclosures provided in annual 
financial statements and, accordingly, these financial 
statements should be read in conjunction with those appearing 
in the Company's 2001 Annual Report. The information is 
unaudited but includes all adjustments which are, in the 
opinion of management, necessary for a fair presentation of the 
accompanying consolidated interim financial statements. 

2. Allowance for doubtful accounts 

The Company's allowance for doubtful accounts as of 
June 30, 2002 and 2001, and December 31, 2001 was $8.4 million, 
$4.3 million and $5.8 million, respectively. 

3. Seasonality of operations 

Some of the Company's operations are highly seasonal and 
revenues from, and certain expenses for, such operations may 
fluctuate significantly among quarterly periods. Accordingly, 
the interim results for particular segments, and for the 
Company as a whole, may not be indicative of results for the 
full fiscal year. 

4. Cash flow information 

Cash expenditures for interest and income taxes were as 
follows : 

Six Months Ended 
June 30, 

2 0 02 2001 
(In thousands) 

Interest, net of amount capitalized 
Income taxes 
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Certain reclassifications have been made in the financial 
statements for the prior period to conform to the current 
presentation. Such reclassifications had no effect on net 
income or stockholders~ equity as previously reported. 

New accounting standards 

In June 2001, the Financial Accounting Standards Board 
(FASB) approved Statement of Financial Accounting Standards No. 
143, "Accounting for Asset Retirement  obligation^^^ (SFAS No. 
143). SFAS No. 143 requires entities to record the fair value 
of a liability for an asset retirement obligation in the period 
in which it is incurred. When the liability is initially 
recorded, the entity capitalizes a cost by increasing the 
carrying amount of the related long-lived asset. Over time, 
the liability is accreted to its present value each period, and 
the capitalized cost is depreciated over the useful life of the 
related asset. Upon settlement of the liability, an entity 
either settles the obligation for the recorded amount or incurs 
a gain or loss upon settlement. SFAS No. 143 is effective for 
fiscal years beginning after June 15, 2002. The Company will 
adopt SFAS No. 143 on January 1, 2003, but has not yet 
quantified the effects of adopting SFAS No. 143 on its 
financial position or results of operations. 

In April 2002, the FASB approved Statement of Financial 
Accounting Standards No. 145, llRescission of FASB Statements 
No. 4, 44 and 64, Amendment of FASB Statement No. 13, and 
Technical Correctionsf1 (SFAS No. 145). FASB No. 4 required all 
gains or losses from extinguishment of debt to be classified as 
extraordinary items net of income taxes. SFAS No. 145 requires 
that gains and losses from extinguishment of debt be evaluated 
under the provisions of Accounting Principles Board Opinion No. 
30, and be classified as ordinary items unless they are unusual 
or infrequent or meet the specific criteria for treatment as an 
extraordinary item. SFAS No. 145 is effective for fiscal years 
beginning after May 15, 2002. The Company has not yet 
quantified the effects of adopting SFAS No. 145 on its 
financial position or results of operations. 

In June 2002, the Emerging Issues Task Force (EITF) 
adopted the position in EITF Issue No. 02-3, llRecognition and 
Reporting of Gains and Losses on Energy Trading Contracts under 
EITF Issues No. 98-10, 'Accounting for Contracts Involved in 
Energy Trading and Risk Management ActivitiesI1 and No. 00-17, 
'Measuring the Fair Value of Energy-related Contracts in 
Applying Issue No. 98-10'" (EITF No. 02-3) that mark-to-market 
gains and losses on energy trading contracts should be reported 
net in the income statement whether or not settled physically 
in financial statements issued for periods ending after July 
15, 2002. EITF No. 02-3 states that all comparative financial 
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statements should be reclassified to conform to this consensus. 
Although this new accounting guidance will require the 
Company's mark-to-market gains and losses on energy trading 
contracts to be shown net on the income statement, it is not 
expected to impact the overall financial position or results of 
operations of the Company. The Company will apply this 
consensus to financial statements issued for periods ending 
after July 15, 2002, but has not yet quantified the financial 
statement effect from this guidance. 

In June 2002, the FASB approved Statement of Financial 
Accounting Standards No. 146, "Accounting for Costs Associated 
with Exit or Disposal Activitiesn (SFAS No. 146) . SFAS No. 146 
addresses financial accounting and reporting for costs 
associated with exit or disposal activities and nullifies EITF 
Issue No. 94-3, "Liability Recognition for Certain Employee 
Termination Benefits and Other Costs to Exit an Activity 
(including Certain Costs Incurred in a Restructuring)" (EITF 
No. 94-3). SFAS No. 146 requires recognition of a liability 
for a cost associated with an exit or disposal activity when 
the liability is incurred, as opposed to when the entity 
commits to an exit plan under EITF No. 94-3. SFAS No. 146 is to 
be applied prospectively to exit or disposal activities 
initiated after December 31, 2002. The Company has not yet 
determined the effect, if any, of the adoption of SFAS No. 146. 

7. Derivative instruments 

The Company utilizes derivative instruments, including 
natural gas and oil price swap and natural gas collar 
agreements, to manage a portion of the market risk associated 
with fluctuations in the price of natural gas and oil on the 
Company's forecasted sales of natural gas and oil production. 
The following information should be read in conjunction with 
Note 3 in the Company's Notes to Consolidated Financial 
statements in the 2001 Annual Report. 

For the three months and six months ended June 30, 2002 
and 2001, the amount of hedge ineffectiveness recognized was 
immaterial. For the three months and six months ended June 30, 
2002 and 2001, the Company did not exclude any components of 
the derivative instruments' gain or loss from the assessment of 
hedge effectiveness and there were no reclassifications into 
earnings as a result of the discontinuance of hedges. 

As of June 30, 2002, the maximum length of time over which 
the Company is hedging its exposure to the variability in 
future cash flows for forecasted transactions is 18 months. 
The Company estimates that net gains of approximately $2.1 
million will be reclassified from accumulated other 
comprehensive income into earnings, subject to changes in 
natural gas and oil market prices, as the hedged transactions 
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affect earnings within the twelve months between July 1, 2002 
and June 30, 2003. 

8. Comprehensive income 

On January 1, 2001, the Company recorded a cumulative- 
effect adjustment in accumulated other comprehensive loss to 
recognize all derivative instruments designated as hedges at 
fair value. As of June 30, 2002 and 2001, the Company has 
recorded unrealized gains and losses on natural gas and oil 
price swap and collar agreements and an interest rate swap 
agreement which qualify for hedge accounting. As of June 30, 
2002, the Company also recorded a minimum pension liability 
adjustment. These amounts are reflected in the following 
table. 

The Company's comprehensive income, and the components of 
other comprehensive income, net of taxes, were as follows: 

Three Months Ended 
June 30, 

2002 2001 
(In thousands) 

Net income 
Other comprehensive income (loss) - - 
Net unrealized gain on derivative 
instruments qualifying as hedges: 
Net unrealized gain on derivative 
instruments arising during the 
period, net of tax of $1,110 and 
$2,413 in 2002 and 2001, respectively 
Less: Reclassification adjustment for 
gain (loss) on derivative instruments 
included in net income, net of 
tax of $58 and $172 in 
2002 and 2001, respectively 

Net unrealized gain on derivative 
instruments qualifying as hedges 
Minimum pension liability adjustment, 
net of tax of $2,781 

Comprehensive income 
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Six Months Ended 
June 30. 

2002 2001 
(In thousands) 

Net income $ 48,575 $76,103 
Other comprehensive income (loss) - -  
Net unrealized gain (loss) on derivative 
instruments qualifying as hedges: 
Unrealized loss on derivative 
instruments at January 1, 2001, 
due to cumulative effect of a 
change in accounting principle, 
net of tax of $3,970 
Net unrealized gain on derivative 
instruments arising during the 
period, net of tax of $574 and 
$3,428 in 2002 and 2001, respectively 880 5,309 
Less: Reclassification adjustment for 
gain (loss) on derivative instruments 
included in net income, net of 
tax of $888 and $2,472 in 
2002 and 2001, respectively 1,360 (3,786) 

Net unrealized gain (loss) on derivative 
instruments qualifying as hedges (480) 3,015 

Minimum pension liability adjustment, 
net of tax of $2,781 (4,340) - - - 

(4,820) 3,015 
Comprehensive income $ 43,755 $ 79,118 

9. Goodwill and other intanqible assets 

In June 2001, the FASB approved Statement of Financial 
Accounting Standards No. 142, "Goodwill and Other Intangible 
Assetsu (SFAS No. 142). SFAS No. 142 changes the accounting 
for goodwill and intangible assets and requires that goodwill 
no longer be amortized but be tested for impairment at least 
annually at the reporting unit level in accordance with SFAS 
No. 142. Recognized intangible assets with determinable useful 
lives should be amortized over their useful life and reviewed 
for impairment in accordance with Statement of Financial 
Accounting Standards No. 144, uAccounting for the Impairment or 
Disposal of Long-Lived Assets1! (SFAS No. 144). The provisions 
of SFAS No. 142 are effective for fiscal years beginning after 
December 15, 2001, except for provisions related to the 
nonamortization and amortization of goodwill and intangible 
assets acquired after June 30, 2001, which were subject 
immediately to the provisions of SFAS No. 142. The Company 
adopted SFAS No. 142 on January 1, 2002. SFAS No. 142 requires 
a transitional goodwill impairment test at each reporting unit 
within six months of the date of adoption of SFAS No. 142. 
However, the amounts used in the transitional goodwill 
impairment testing shall be measured as of January 1, 2002. 
The Company completed its transitional goodwill impairment 
testing and determined that no impairment exists as of January 
1, 2002. Therefore, no impairment loss has been recorded for 
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the three months and six months ended June 30, 2002, in 
connection with the adoption of SFAS No. 142. 

On January 1, 2002, in accordance with SFAS No. 142, the 
Company ceased amortization of its goodwill recorded in 
business combinations which occurred on or before June 30, 
2001. The following information is presented as if SFAS No. 
142 was adopted as of January 1, 2001. The reconciliation of 
previously reported earnings and earnings per share to the 
amounts adjusted for the exclusion of goodwill amortization net 
of the related income tax effect is as follows: 

Three Months Ended 
June 30, 

2002 2001 
( In thousands, except 
per share amounts) 

Reported earnings on common stock $ 24,664 $43,226 
Add: Goodwill amortization, net of tax - - - 9 13 
Adjusted earnings on common stock $ 24,664 $ 44,139 

Reported earnings per common 
share - -  basic $ -35 $ .64 

Add: Goodwill amortization, net of tax - - -  .02 
Adjusted earnings per common 
share - -  basic $ .35 $ .66 

Reported earnings per common 
share - -  diluted $ -35 $ .63 

Add: Goodwill amortization, net of tax - - -  .02 
Adjusted earnings per common 
share - -  diluted $ -35 $ .65 
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Six Months Ended 
June 30, 

2002 2001 
(In thousands, except 
per share amounts) 

Reported earnings on common stock 
Add: Goodwill amortization, net of tax 
Adjusted earnings on common stock 

Reported earnings per common 
share - -  basic 

Add: Goodwill amortization, net of tax 
Adjusted earnings per common 

share - -  basic 

Reported earnings per common 
share - -  diluted 

Add: Goodwill amortization, net of tax 
Adjusted earnings per common 

share - -  diluted 

The changes in the carrying amount 
months ended June 30, 2002, by business 

of goodwill for the six 
segment are as follows: 

Net 
Goodwill Balance 
Acquired as of 

Balance 
as of 

January 1, 
2002 

During June 30, 
the Year 2002 
(In thousands) 

Electric 
Natural gas 

distribution 
Utility services 
Pipeline and energy 

services 
Natural gas and oil 

production 
Construction materials 

and mining 
Total 
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Included in other intangible assets on the Company's 
Consolidated Balance Sheets are the following: 

June 30, 
2002 

Amortizable intangible 
assets : 
Leasehold rights $ 79,005 
Accumulated amortization (1,524) 

77,481 

Noncompete agreements 12,090 
Accumulatedamortization (9,096) 

2.994 

Other 5,149 
Accumulated amortization (215) 

Total 

June 30, December 31, 
2001 2001 

(In thousands) 

Amortization expense for intangible assets for the three 
months and six months ended June 30, 2002, was approximately 
$472,000 and $703,000, respectively. Estimated amortization 
expense for intangible assets is $2.3 million in 2002, $2.6 
million in 2003, $2.3 million in 2004, $2.3 million in 2005, 
$2.3 million in 2006 and $74.3 million thereafter. 

Common stock 

At the Annual Meeting of Stockholders held on April 23, 
2002, the Company's common stockholders approved an amendment 
to the Certificate of Incorporation increasing the authorized 
number of common shares from 150 million shares to 250 million 
shares with a par value of $1.00 per share. 

Business segment data 

The Company's reportable segments are those that are based 
on the Company's method of internal reporting, which generally 
segregates the strategic business units due to differences in 
products, services and regulation. 

The Company's operations are conducted through six 
business segments. The vast majority of the Company's 
operations are located within the United States. The Company 
also has investments in foreign countries, which largely 
consists of an investment in a natural gas fired electric 
generating station in Brazil. The electric segment generates, 
transmits and distributes electricity and the natural gas 
distribution segment distributes natural gas. These operations 
also supply related value-added products and services in the 
northern Great Plains. The utility services segment consists 
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of a diversified infrastructure company specializing in 
engineering, design and build capability for electric, gas and 
telecommunication utility construction, as well as industrial 
and commercial electrical, exterior lighting and traffic 
signalization throughout most of the United States. Utility 
services provides related specialty equipment manufacturing 
sales and rental services. The pipeline and energy services 
segment provides natural gas transportation, underground 
storage and gathering services through regulated and 
nonregulated pipeline systems primarily in the Rocky Mountain 
and northern Great Plains regions of the United States. 
Energy-related marketing and management services as well as 
cable and pipeline locating services also are provided. The 
pipeline and energy services segment includes investments in 
domestic and international growth opportunities. The natural 
gas and oil production segment is engaged in natural gas and 
oil acquisition, exploration and production activities 
primarily in the Rocky Mountain region of the United States and 
in the Gulf of Mexico. The construction materials and mining 
segment mines aggregates and markets crushed stone, sand, 
gravel and other related construction materials, including 
ready-mixed concrete, cement and asphalt, as well as value- 
added products and services in the north central and western 
United States, including Alaska and Hawaii. 

In 2001, the Company sold its coal operations to 
Westmoreland Coal Company for $28.2 million in cash, including 
final settlement cost adjustments. The sale of the coal 
operations was effective April 30, 2001. Included in the sale 
were active coal mines in North Dakota and Montana, coal sales 
agreements, reserves and mining equipment, and certain 
development rights at the former Gascoyne Mine site in North 
Dakota. The Company retains ownership of coal reserves and 
leases at its former Gascoyne Mine site. The Company recorded 
a gain of $11.0 million ($6.6 million after tax) included in 
other income - net on the Company's Consolidated Statements of 
Income from the sale in the second quarter of 2001. 
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Segment information follows the same accounting policies 
as described in Note 1 of the Company's 2001 Annual Report. 
Segment information included in the accompanying Consolidated 
Statements of Income is as follows: 

Inter- 
External segment Earnings 
Operating Operating on Common 
Revenues Revenues Stock 

(In thousands) 
Three Months 
Ended June 30, 2002 

Electric 
Natural gas distribution 
Utility services 
Pipeline and energy 

services 
Natural gas and oil 

product ion 
Construction materials 

and mining 
Intersegment eliminations 
Total 

Three Months 
Ended June 30, 2001 

Electric 
Natural gas distribution 
Utility services 
Pipeline and energy 

services 
Natural gas and oil 

product ion 
Construction materials 

and mining 
Intersegment eliminations 
Total 

* In accordance with the provisions of Statement of Financial 
Accounting Standards No. 71, "Accounting for the Effects of 
Regulation" (SFAS No. 71), intercompany coal sales are not 
eliminated. 
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Six Months 
Ended June 30, 2002 

Electric 
Natural gas distribution 
Utility services 
Pipeline and energy 
services 

Natural gas and oil 
production 

Construction materials 
and mining 

Intersegment eliminations 
Total 

Six Months 
Ended June 30, 2001 

Electric 
Natural gas distribution 
Utility services 
Pipeline and energy 
services 

Natural gas and oil 
production 

Construction materials 
and mining 

Intersegment eliminations 
Total 

External segment Earnings 
Operating Operating on Common 
Revenues Revenues Stock 

( In thousands ) 

* In accordance with the provisions of SFAS No. 71, 
intercompany coal sales are not eliminated. 

On April 1, 2000, Fidelity Exploration & Production 
Company (Fidelity), an indirect wholly owned subsidiary of the 
Company, purchased substantially all of the assets of Preston 
Reynolds & Co., Inc. (Preston), a coalbed natural gas 
development operation based in Colorado with related oil and 
gas leases and properties in Montana and Wyoming. Pursuant to 
the asset purchase and sale agreement, Preston could, but was 
not obligated to purchase, acquire and own an undivided 25 
percent working interest (Seller's Option Interest) in certain 
oil and gas leases or properties acquired and/or generated by 
Fidelity. Fidelity had the right, but not the obligation, to 
purchase Seller's Option Interest for an amount as specified in 
the agreement. On July 10, 2002, Fidelity purchased the 
Seller's Option Interest. 
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During the first six months of 2002, the Company acquired 
construction materials and mining businesses in Minnesota and 
Montana, an energy development company in Montana and a utility 
services company in California, none of which was individually 
material. The total purchase consideration for these 
businesses, consisting of the Company's common stock and cash, 
was $56.8 million. 

The above acquisitions were accounted for under the 
purchase method of accounting and accordingly, the acquired 
assets and liabilities assumed have been preliminarily recorded 
at their respective fair values as of the date of acquisition. 
Final fair market values are pending the completion of the 
review of the relevant assets, liabilities and issues 
identified as of the acquisition date. The results of 
operations of the acquired businesses are included in the 
financial statements since the date of each acquisition. Pro 
forma financial amounts reflecting the effects of the above 
acquisitions are not presented as such acquisitions were not 
material to the Company's financial position or results of 
operations. 

13. Regulatory matters and revenues subject to refund 

On June 10, 2002, Montana-Dakota filed with the Wyoming 
Public Service Commission (WYPSC) for a natural gas rate 
increase. The Company is requesting a total of $662,000 
annually or 5.6 percent above current rates. 

On May 20, 2002, Montana-Dakota filed with the Montana 
Public Service Commission (MTPSC) for a natural gas rate 
increase. The Company is requesting a total of $3.6 million 
annually or 6.5 percent above current rates. 

On April 12, 2002, Montana-Dakota filed with the North 
Dakota Public Service Commission (NDPSC) for a natural gas rate 
increase. The Company is requesting a total of $2.8 million 
annually or 4.1 percent above current rates. 

The NDPSC authorized its Staff to initiate an 
investigation into the earnings levels of Montana-Dakota's 
North Dakota electric operations based on Montana-Dakota's 2000 
Annual Report to the NDPSC. The investigation was based on a 
complaint filed with the NDPSC on September 7, 2001, by the 
NDPSC Staff. On April 24, 2002, the NDPSC issued an Order 
requiring Montana-Dakota to reduce its North Dakota electric 
rates by $4.3 million annually, effective May 8, 2002. On 
April 25, 2002, Montana-Dakota filed an appeal of the NDPSC 
Order in the North Dakota South Central Judicial District Court 
(District Court). The filing also requested a stay of the 
effectiveness of the NDPSC Order while the appeal is pending. 
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Montana-Dakota is challenging the NDPSC1s determination of the 
level of electricity sales to other utilities expected to be 
received by Montana-Dakota. On May 2, 2002, the District Court 
granted Montana-Dakota's request for a stay of a portion of the 
$4.3 million annual rate reduction ordered by the NDPSC. 
Accordingly, Montana-Dakota implemented an annual rate 
reduction of $800,000 effective with service rendered on and 
after May 8, 2002, rather than the $4.3 million annual 
reduction ordered by the NDPSC. The remaining $3.5 million is 
subject to refund if Montana-Dakota does not prevail in this 
proceeding. 

Reserves have been provided for the revenues that have 
been collected subject to refund with respect to Montana- 
Dakota's pending electric rate reduction. 

In December 1999, Williston Basin Interstate Pipeline 
Company (Williston Basin), an indirect wholly owned subsidiary 
of the Company, filed a general natural gas rate change 
application with the Federal Energy Regulatory Commission 
(FERC) . Williston Basin began collecting such rates effective 
June 1, 2000, subject to refund. In May 2001, the 
Administrative Law Judge issued an initial decision on 
Williston Basin's natural gas rate change application, which 
matter is currently pending before and subject to revision by 
the FERC. 

Reserves have been provided for a portion of the revenues 
that have been collected subject to refund with respect to 
Williston Basin's pending regulatory proceeding. Williston 
Basin believes that such reserves are adequate based on its 
assessment of the ultimate outcome of the proceeding. 

14. Litiqation 

In January 2002, Fidelity Oil Co. (FOC), one of the 
Company's natural gas and oil production subsidiaries, entered 
into a compromise agreement with the former operator of certain 
of FOCrs oil production properties in southeastern Montana. 
The compromise agreement resolved litigation involving the 
interpretation and application of contractual provisions 
regarding net proceeds interests paid by the former operator to 
FOC for a number of years prior to 1998. The terms of the 
compromise agreement are confidential. As a result of the 
compromise agreement, the natural gas and oil production 
segment reflected a nonrecurring gain in its financial results 
for the first quarter of 2002 of approximately $16.6 million 
after-tax. As part of the settlement, FOC gave the former 
operator a full and complete release, and FOC is not asserting 
any such claim against the former operator for periods after 
1997. 
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In March 1997, 11 natural gas producers filed suit in 
North Dakota Southwest Judicial District Court (North Dakota 
District Court) against Williston Basin and the Company. The 
natural gas producers had processing agreements with Koch 
Hydrocarbon Company (Koch) . Williston Basin and the Company 
had natural gas purchase contracts with Koch. The natural gas 
producers alleged they were entitled to damages for the breach 
of Williston Basin's and the Company's contracts with Koch 
although no specific damages were stated. A similar suit was 
filed by Apache Corporation (Apache) and Snyder Oil Corporation 
(Snyder) in North Dakota Northwest Judicial District Court in 
December 1993. The North Dakota Supreme Court in December 1999 
affirmed the North Dakota Northwest Judicial District Court 
decision dismissing Apache's and Snyder's claims against 
Williston Basin and the Company. Based in part upon the 
decision of the North Dakota Supreme Court affirming the 
dismissal of the claims brought by Apache and Snyder, Williston 
Basin and the Company filed motions for summary judgment to 
dismiss the claims of the 11 natural gas producers. The 
motions for summary judgment were granted by the North Dakota 
District Court in July 2000. In March 2001, the North Dakota 
District Court entered a final judgment on the July 2000 order 
granting the motions for summary judgment. In May 2001, the 11 
natural gas producers appealed the North Dakota District 
Court's decision by filing a Notice of Appeal with the North 
Dakota Supreme Court. Oral argument was held before the North 
Dakota Supreme Court in December 2001. On April 16, 2002, the 
North Dakota Supreme Court affirmed the summary judgment 
entered by the North Dakota District Court. On April 30, 2002, 
the 11 natural gas producers filed a petition for rehearing by 
the North Dakota Supreme Court. On May 17, 2002, the North 
Dakota Supreme Court denied the 11 natural gas producers 
petition for rehearing. 

Williston Basin and the Company believe the claims of the 
11 natural gas producers are without merit and intend to 
continue vigorously contesting this suit. Williston Basin and 
the Company believe it is not probable that the 11 natural gas 
producers will ultimately succeed given the current status of 
the litigation. 

In July 1996, Jack J. Grynberg (Grynberg) filed suit in 
United States District Court for the District of Columbia (U.S. 
District Court) against Williston Basin and over 70 other 
natural gas pipeline companies. Grynberg, acting on behalf of 
the United States under the Federal False Claims Act, alleged 
improper measurement of the heating content and volume of 
natural gas purchased by the defendants resulting in the 
underpayment of royalties to the United States. In March 1997, 
the U.S. District Court dismissed the suit without prejudice 
and the dismissal was affirmed by the United States Court of 
Appeals for the D.C. Circuit in October 1998. In June 1997, 
Grynberg filed a similar Federal False Claims Act suit against 
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Williston Basin and Montana-Dakota and filed over 70 other 
separate similar suits against natural gas transmission 
companies and producers, gatherers, and processors of natural 
gas. In April 1999, the United States Department of Justice 
decided not to intervene in these cases. In response to a 
motion filed by Grynberg, the Judicial Panel on Multidistrict 
Litigation consolidated all of these cases in the Federal 
District Court of Wyoming (Federal District Court). Oral 
argument on motions to dismiss was held before the Federal 
District Court in March 2000. In May 2001, the Federal 
District Court denied Williston Basin's and Montana-Dakota's 
motion to dismiss. The matter is currently pending. 

The Quinque Operating Company (Quinque), on behalf of 
itself and subclasses of gas producers, royalty owners and 
state taxing authorities, instituted a legal proceeding in 
State District Court for Stevens County, Kansas, (State 
District Court) against over 200 natural gas transmission 
companies and producers, gatherers, and processors of natural 
gas, including Williston Basin and Montana-Dakota. The 
complaint, which was sewed on Williston Basin and Montana- 
Dakota in September 1999, contains allegations of improper 
measurement of the heating content and volume of all natural 
gas measured by the defendants other than natural gas produced 
from federal lands. In response to a motion filed by the 
defendants in this suit, the Judicial Panel on Multidistrict 
Litigation transferred the suit to the Federal District Court 
for inclusion in the pretrial proceedings of the Grynberg suit. 
Upon motion of plaintiffs, the case has been remanded to State 
District Court. In September 2001, the defendants in this suit 
filed a motion to dismiss with the State District Court. The 
matter is currently pending. 

Williston Basin and Montana-Dakota believe the claims of 
Grynberg and Quinque are without merit and intend to vigorously 
contest these suits. Williston Basin and Montana-Dakota 
believe it is not probable that Grynberg and Quinque will 
ultimately succeed given the current status of the litigation. 

Environmental matters 

In December 2000, Morse Bros., Inc. (MBI), an indirect 
wholly owned subsidiary of the Company, was named by the United 
States Environmental Protection Agency (EPA) as a Potentially 
Responsible Party in connection with the cleanup of a 
commercial property site, now owned by MBI, and part of the 
Portland, Oregon, Harbor Superfund Site. Sixty-eight other 
parties were also named in this administrative action. The EPA 
wants responsible parties to share in the cleanup of sediment 
contamination in the Willamette River. Based upon a review of 
the Portland Harbor sediment contamination evaluation by the 
Oregon State Department of Environmental Quality and other 
information available, MBI does not believe it is a Responsible 
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Party. In addition, MBI intends to seek indemnity for any and 
all liabilities incurred in relation to the above matters from 
Georgia-Pacific West, Inc., the seller of the commercial 
property site to MBI, pursuant to the terms of their sale 
agreement. 

The Company believes it is not probable that it will incur 
any material environmental remediation costs or damages in 
relation to the above administrative action. 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED BALANCE SHEET 

SEPTEMBER 30,2001 AND 
SEPTEMBER 30,2002 

Assets and Other Debits 
Utility Plant 
Construction Work in Progress 
(Less) Acc. Provision for Depreciation and Amortization 

Net Utility Plant 
Gas Stored Underground - Noncurrent 

Other Propertv and lnvestments 
Nonutility Property 
(Less) Accum. Prov. for Depr. And Amort. 
Investment in Subsidiary Companies 
Other investments 

Net Other Property and lnvestments 

Current and Accrued Assets 
Cash 
Special Deposits 
Working Fund 
Temporary Cash lnvestments 
Customer Accounts Receivable 
Other Accounts Receivable 
(Less) Accum. Prov. For Uncollectible Acct. - Credit 

. Accounts Receivable from Assoc. Companies 
Fuel Stock 
Plant Materials and Operating Supplies 
Merchandise 
Stores Expense Undistributed 
Gas Stored Underground - Current 
Prepayments 
Accrued Utility Revenues 
Miscellaneous Current and Accrued Assets 

Total Current and Accrued Assets 

Deferred Debits 
Unamortized Debt Expenses 
Other Regulatory Assets 
Prelim. Survey and Investigation Charges 
Clearing Accounts 
Miscellaneous Deferred Debits 
Unamortized Loss on Reacquired Debt 
Accumulated Deferred Income Taxes 
Unrecovered Purchased Gas Costs 

Total Deferred Debits 

Total Assets and Other Debits 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED BALANCE SHEET 

SEPTEMBER 30,2001 AND 
SEPTEMBER 30,2002 

Liabilities and Other Credits 
Pro~rietaw Ca~ital 
Common Stock Issued 
Preferred Stock Issued 
Premium on Capital Stock 
Accumulated Other Comprehensive Income 
(Less) Capital Stock Expense 
Retained Earnings 
Unappropriated Undistributed Sub Earnings 

Total Proprietary Capital 

Lona-Term Debt 
Bonds 
Other Long-Term Debt 
(Less) Unamortized Discount on Long-Term Debt-Debit 

Total Long-Term Debt 

Other Noncurrent Liabilities 
Accumulated Provision for Injuries and Damages 
Accumulated Provision for Pensions and Benefits 
Accumulated Provision for Rate Refunds 

Total Other Noncurrent Liabilities 

Current and Accrued Liabilities 
Accounts Payable 
Accounts Payable to Associated Companies 
Customer Deposits 
Taxes Accrued 
Interest Accrued 
Dividends Declared 
Tax Collections Payable 
Miscellaneous Current and Accrued Liabilities 

Total Current and Accrued Assets 

Deferred Debits 
Customer Advances for Construction 
Accumulated Deferred Investment Tax Credit 
Other Deferred Credits 
Other Regulatory Liabilities 
Accumulated Deferred Income Taxes 

Total Deferred Credits 

Total Liabilities and Equity 
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Operatinq lncome 

Electric Utility 
Operating Revenues 
Operating Expenses: 

Operation Expenses 
Maintenance Expenses 
Depreciation Expenses 
Taxes Other Than lncome Taxes 
lncome Taxes: 
Federal Taxes on lncome 
State Taxes on lncome 
Deferred Income Taxes 

Total Electric Expenses 

Net Electric Operation 

Gas Utilitv 
Operating Revenues 
Operating Expenses: 
Operation Expenses 
Maintenance Expenses 
Depreciation Expenses 
Taxes Other Than lncome Taxes 
lncome Taxes: 
Federal Taxes on lncome 
State Taxes on lncome 
Deferred lncome Taxes 

Total Gas Expenses 

Net Gas Operation 

Net Utility Operating lncome 

Revenues from Merchandising, Jobbing and Contract Work 
(Less) Costs and Exp. Of Merch., Jobbing and Contract Work 
Revenues from Nonutility Operations 
Equity in Earnings of Subsidiary Companies 
Interest and Dividend lncome 
Miscellaneous Nonoperating lncome 
Gain on Disposition of Property 

Total Other lncorne 

Loss on Disposition of Property 
Miscellaneous lncome Deductions 

Total Other lncome Deductions 
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Taxes other than lncome Taxes 
lncome Taxes - Federal 
Income Taxes - State 
Provision for Deferred lncome Taxes 
Investment Tax Credits 

Total Taxes on Other lncome and Deductions 

Net Other Income and Deductions $1 11,311,129 

Interest On Long-Term Debt 9,922,627 
Amortization of Debt Discount and Expense 1,387,253 
Other Interest Expense 863,861 
(Less) Allowance for Borrowed Funds used during Construction 193,122 

Net Interest Charges 1 1,980,619 

Net lncome 
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O~eratinn lncome 

Electric Utilitv 
Operating Revenues 
Operating Expenses: 
Operation Expenses 
Maintenance Expenses 
Depreciation Expenses 
Taxes Other Than lncome Taxes 
lncome Taxes: 
Federal Taxes on lncome 
State Taxes on lncome 
Deferred lncome Taxes 

Total Electric Expenses 

Net Electric Operation 

Gas Utility 
Operating Revenues 
Operating Expenses: 
Operation Expenses 
Maintenance Expenses 
Depreciation Expenses 
Taxes Other Than lncome Taxes 
lncome Taxes: 
Federal Taxes on lncome 
State Taxes on lncome 
Deferred lncome Taxes 

Total Gas Expenses 

Net Gas Operation 

Net Utility Operating lncome 

Revenues from Merchandising, Jobbing and Contract Work 
(Less) Costs and Exp. Of Merch., Jobbing and Contract Work 
Revenues from Nonutility Operations 
Equity in Earnings of Subsidiary Companies 
Interest and Dividend lncome 
Miscellaneous Nonoperating lncome 
Gain on Disposition of Property 

Total Other lncome 

Loss on Disposition of Property 
Miscellaneous lncome Deductions 

Total Other lncome Deductions 
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NONCONSOLIDATED INCOME STATEMENT 

TWELVE MONTHS ENDING SEPTEMBER 30,2002 

Taxes Other than lncome Taxes 
lncome Taxes - Federal 
lncome Taxes - State 
Provision for Deferred lncome Taxes 
Investment Tax Credits 

Total Taxes on Other lncome and Deductions 

Net Other lncome and Deductions 

STATEMENT B 
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lnterest On Long-Term Debt 
Amortization of Debt Discount and Expense 
Other lnterest Expense 
(Less) Allowance for Borrowed Funds used during Construction 

Net lnterest Charges 

Net lncome 



MDU RESOURCES GROUP, INC. 
STATEMENT OF RETAINED EARNINGS 

JUNE 30,2002 

Retained Earnings at June 30, 2001 

Unappropriated Undistributed Subsidiary 
Earnings at June 30,2001 

Retained Earnings at June 30, 2001 

Net Income from Income Statement 
for the Twelve Months ended June 30,2002 

Dividend Appropriation of Surplus: 
4.50% Preferred Stock 
4.70% Preferred Stock 
5.1 0% Preferred Stock 
Common Stock 

Retained Earnings at June 30, 2002 
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PROJECTED 2002-2003 

Projected 
6/30/02 2002 2003 

Plant in Service 
Distribution 

General 

General - Intangible 

Common 

Common - Intangible 

Plant in Service 

CWlP in Service 

Total Plant in Service 
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GAS UTILITY - SOUTH DAKOTA PAGE 2 OF 3 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Distribution Plant 
Land 
Rights of Way 
Structures 
Mains 
Meas. & Reg. Equip.-General 
Meas. & Reg. Equip.-City Gate 
Services 
Positive Meters 
Service Regulators 
Ind. Meas. & Reg. Station Eqpt. 
Other Property on Cust. Premise 
Cathodic Protection Equip. 
Other Distribution Equip. 

Total Distribution Plant 

General Plant 
Land & Land Rights 
Structures and Improvements 
Furniture and Fixtures 
Computer Equip. - PC 
Trans. Equip., Non-Unitized 
Trans. Equip., Unitized 
Stores Equipment 
Tools,Shop&Gar. Eq.-Non-Un. 
Tools,Shop&Gar. Eq.-Unitized 
Vehicle Maint. Equip. 
Vehicle Refueling Equip. 
Laboratory Equipment 
Power Operated Equip. 
Work Equipment Trailers 
Radio Comm. Equip.-Fixed 
Radio Comm. Equip.-Mobile 
General Tele. Comm. Equip. 
Supervisory & Telemetering 
Scada System 
Network Equipment 
Miscellaneous Eaui~ment 

Total General Plant 

Intangible Plant - General 

Balance Balance Average 
6/30/01 6130102 6/30/02 
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FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Common Plant 
389 Land & Land Rights 
390 Structures and Improvements 
391 .I Furniture and Fixtures 
391.2 Computer Equip.- BullIAS400 
391.3 Computer Equip. - PC 
391.5 Computer Equip. - Other 
392.1 Trans. Equip., Non-Unitized 
392.2 Trans. Equip., Unitized 
392.3 Aircraft 
393 Stores Equipment 
394.1 Tools,Shop&Gar. Eq.-Non-Un. 
394.3 Vehicle Maint. Equip. 
394.4 Vehicle Refueling Equip. 
396.2 Work Equipment Trailers 
397.1 Radio Comm. Equip.-Fixed 
397.2 Radio Comm. Equip.-Mobile 
397.3 General Tele. Comm. Equip. 
397.5 Supervisory & Telemetering 
397.8 Network Equipment 
398 Miscellaneous Equipment 

Total Common Plant 

Balance 
613010 I 

Balance 
6130102 

Average 
6130102 

303 Intangible Plant - Common $947,362 $1,059,787 $1,003,575 

Total Gas Plant in Service $36,424,669 $41,440,085 $38,932,377 
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MONTANA-DAKOTA UTILITIES CO. 
BOOK CHANGES IN GAS PLANT IN SERVICE 

FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Work Construction Date Placed Beginning Major Major Ending 

Order # Description Location Period In-Service Balance Additions Retirements Balance 

Gas Plant $1 67,474,134 

145819 Install main in Powerhorn subdivision 
(Contribution) - Sheridan WY 5196-1 0196 1 012 1 196 

11 14001 Replace low pressure main MT 5101-1 1/01 1 1 /28/01 I 17,444 

11 1 191 0 Replace main on Highway 12 rebuild MT 510 1 -710 1 712710 I 101,239 

J93941 Construct office buildinglservice center - 
Rapid City SD 12100-1102 I 128102 

J101500 Remediation of gas plant site - Rapid City SD 2100-1 102 1128102 629,806 

J106177 Purchase furniture and shelving for new 
officelservice center - Rapid City SD 4/02-5102 5/9/02 

J122823 Sale of office building - Rapid City 
Major projects Subtotal 

Miscellaneous Projects 
Subtotal 

Common Plant Allocated to Gas 
Total Gas Plant 
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Work 
Order 

Number Description State Total Distribution General Common 

J101500 Remediate gas plant site SD $1 19 $1 19 

5123362 Purchase meter prover ND 9,581 9,581 

J127611 Reconstruction costs - General Office ND 22,085 

Small items grouped I/: 

(35) Distribution SD 221,502 $221,502 

(4) General SD 4,289 4,289 

(15) Common 

Total 

11 Numbers in brackets indicate the Number of Work orders involved in each item of construction. 



MONTANA-DAKOTA UTILITIES CO. 
PLANT IN SERVICE 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 2002-2003 

Plant in Plant in Projected 2002 Average Projected 2003 Average 
Service @ Service @ Plant Plant Balance @ 2002 Plant Plant Balance @ 2003 

Plant in Service 12/31/01 6130102 11 Additions 21 Retirements 31 12131102 Plant Additions Retirements 1 213 1103 Plant 
Distribution $29,712,346 $30,305,954 $936,897 ($56,066) $31,186,785 $30,449,566 $1,487,494 ($1 15,391) $32,558,888 $31,872,837 

General 
Other General 
Transportation Eqpt. 
Tools & Work Eqpt. 
Intangible 

Common 
Other Common 
Computer Equipment 
Transportation Eqpt. 
Tools & Work Eqpt. 
Intangible 

Total Common 

Total Plant in Service $36,903,874 $41,704,725 $1,519,271 ($391,247) $42,832,749 $39,868,312 $2,662,630 ($862,509) $44,632,870 $43,732,810 

I 1  Includes CWlP in service. 
21 Plant additions for July - December 2002. 
31 One half of the annual retirements based on the ratio of retirements to plant for 1999 - 2001 

Adjusted to exclude new region office in 2002 and new aircraft in 2003. 



MONTANA-DAKOTA UTILITIES CO. 
PLANT ADDITIONS - SUMMARY 
GAS UTILITY - SOUTH DAKOTA 

PROJECTED 2002-2003 

2002 - 
Distribution 
General 

Other 
Transportation Eqpt. 
Tools & Work Eqpt. 

Total General 
Common 

Other 
Computer equipment 
Transportation Eqpt. 
Intangible 

Total Common 

Total Plant Additions 

2003 - 
Distribution 
General 

Other 
Transportation Eqpt. 
Work Eqpt. 

Total General 
Common 

Other 
Computer equipment 
Transportation Eqpt. 
Intangible 

Total Common 

DOCKET NO. - 
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Total Plant Additions 



Acct. 

376 
376 
376 
378 
378 
381 
383 
387.1 

391 .I 
392.2 
394.1 
394.1 
396.2 
397.1 

390 
391 .I 
391 .I 
391 .I 
391.3 
391.3 
391.3 
391.3 
391.5 
391.5 
392.2 
394.1 
397.1 
397.4 
397.8 
397.8 

303 
303 

Project No. 

B13430G 
B13430R 
J131204 
Jl2OO89 
B 1 3434 
B90031 
B90032 
B13435 

B 1 3442 
Bl3438 
B 1 3443 
B90043 
B13439 
B 1 3444 

J76814 
J121109 
B90082 

J l l 9 5 l 4  
B90080 

J106605 
J 120232 
J120012 
J120081 
J 120082 
890078 
890083 
B90084 

J 1 06252 
B90081 

J 106250 

J61813 
J120717 

Total 

MONTANA-DAKOTA UTILITIES CO. 
PLANT ADDITIONS 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 7/1/02 - 12/31/02 

Description 
Distribution 
Mains & Services-Growth 
Mains & Services-Replacement 
Install mains-Omaha St (Non-budget item) 
Replace Williston Basin SCADA-Rapid City 
Measuring and Regulating Equipment 
Meters 
Regulators 
Cathodic Protection 

Total Distribution 

Region 

BH 
BH 
BH 
BH 
BH 
GO 
GO 
BH 

General 
Office equipment - Black Hills BH 
Vehicles BH 
Minor work equipment BH 
Minor work equipment GO 
Work equipment - Black Hills BH 
Communication equip. - Rapid City BH 

Total General 

Common 
Remodel costs for Annex - GO 
Remodel 5th Floor - General Office 
Office Equipment 
Purchase furniture-Marketing Dept. 
Personal computers 
Replace ITRON equipment-MDU 
Purchase Toughbook PC's-MDT Replacemen 
Purchase mobile data equipment 
Install hardwarelsoftware-MobileFd 
Purchase bar coding equipment- mobile up 
Vehicles 
Minor work equipment 
Communication equipment 
Replace power line equipment 
Network equipment 
Modify fiber optic system 

Total Common 

GIs (GEMS) Project 
CIS enhancements 

Total Common - Intangible 
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Plant 
Additions 

711 -1 2131 102 



Acct. Project No. 

MONTANA-DAKOTA UTILITIES CO. 
PLANT ADDITIONS 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 2003 

Description 
Distribution 
Mains & Services - growth 
Mains & Services - replacement 
Relocate mains 
Main Extension - Box Elder 
Main Extension - Black Hawk 
Measuring and Regulating Eqpt. 
Meters 
Regulators 
Cathodic Protection 

Total Distribution 

General 
391.1 B13442 Office Equipment 
391.3 B13440 Computer Equip. - PC 
392.2 B1 3438 Vehicles 
394.1 613443 Minor work equipment 
394.1 B90043 Minor work equipment 
396.2 B13439 Work equipment 
397.1 B13444 Communication equipment 

Total General 

Common 
Remodel costs for Annex 
Remodel 5th floor 
Office Equipment 
Purchase furniture - Marketing 
Purchase imaging system 
Personal Computers 
Purchase toughbook PCs - MDT replacement 
Purchase 20 repl. MDT's - Mobile Up 
Purchase mobile data equipment 
Replace meter read system hardware 
Vehicles 
Replace Conquest aircraft 
Minor work equipment 
Communication equipment 
Purchase mobile radio equipment 
Purchase voice recorder - GO Comm 
Replace power line equipment 
Network equipment 
Modify fiber optic system 
Total Common 

Region 

lntanqible 
J6l8 l3 GIs (GEMS) Project 

J101617 lnternet Bill PP system 
Jl33l96 CIS Enhancements 
J133993 Implement One World 
J136784 Develop lnternet wWebsite 

Total Intangible 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE ALLOCATED GAS PLANT IN SERVICE BALANCES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

rcct. July August September October November December January Febmary March Aprll May June 12 Months 
No. - Account Average Average Average Average Average Average Average Average Average Average Average Average Average 

Distribution Plant 
Land 
Rights of Way 
Structures 8 lmprovements 
Mains 
Meas & Reg Equip-General 
Meas & Reg Equip-City Gate 
Services 
Positive Meters 
Service Regulators 
Ind Meas 8 Reg Sta Eqpt 
Other Property on Cust. Premise 
Cathodic Protection Equip. 
Other Distribution Equip. 

Total Distribution Plant 

General Plant 
Land 
Stmctures and improvements 
Furniture 8 Fixtures 
Computer Equip.-PC 
Transportation Equip. Non-Un 
Transportation Equip, Unitized 
Stores Equipment 
Tools.Shop&Gar. Equip.-Non-Un. 
Tools,Shop&Gar. Equip.-Unitized 
Vehicle Maintenance Equip. 
Vehicle Refueling Equip. 
Laboratory Equipment 
Power Operated Equip. 
Work Equipment Trailers 
Radio Comm. Equip.-Fixed 
Radio Comm. Equip.-Mobile 
General Tele. Comm. Equip. 
Supervisory 8 Tele. Equip. 
Scada System 
Network Equipment 
Miscellaneous Equipment 

Total General Plant 

lntanglble Plant - General 



cct. uo. 
39 
30 
31.1 
31.2 
31.3 
31.5 
32.1 
32.2 
32.3 
33 
34.1 
34.3 
34.4 
36.2 
37.1 
97.2 
97.3 
97.5 
97.8 
98 

July 
Account Average 

Common Plant 
Land $34,150 
Structures and Improvements 435,496 
Furniture & Fixtures 166,187 
Computer Equipment-BulllAS400 6.077 
Computer Equip.-PC 214,960 
Computer Equip-Other 53.209 
Trans. Equip.. Non-Unitized 1,154 
Trans. Equip., Unitized 45.465 
Aircraft 66.657 
Stores Equip. 258 
Tools, Shop and Garage Equip. 1.816 
Vehicle Mainf. Equip. 534 1 
Vehicle Refueling Equip. 5,706 
Work Equipment Trailers 3,372 
Radio Comm. Equip.-Fixed 12.353 
Radio Comm. Equip-Mobile 16,465 
General Tele. Comm. Equip. 27,315 
Supervisory and Telemeterlng Equip. 142 
Network Equipment 49.526 
Miscellaneous Equipment 29,073 

Total Common Plant 1,174,922 

August 
Average 

$28,637 
330,925 
141.206 

6.077 
193,834 
53.100 

1,154 
41,994 
66,657 

258 
1,816 
5,565 
6.014 
3,372 

12.353 
16,465 
26,361 

142 
43,950 
25,148 

1,005,026 

MONTANA-DAKOTA UTILITIES CO. 
AVERAGE ALLOCATED GAS PLANT IN SERVICE BALANCES 

GAS UTILITY -SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

September October November December January February March April May 
Average Average Average Average Average Average Average Average Average 

$28.637 $28.637 $28.637 $28.637 $30.032 $31,426 $31,426 $31,426 $31,426 
333,891 333,971 333,836 334.680 352,024 368.390 368,390 368.633 371,311 
141,288 141,775 142.052 141,874 148,719 155,591 155.673 156,150 156,489 

6,077 6,077 6,077 6,077 6,374 6,671 6,671 6,671 6,671 
195,023 197,024 198,912 197,850 206,507 218,295 224,889 231,900 235.441 
53.100 53,100 53,100 53,100 55,691 58,283 58,283 58,283 58,283 

1.1 54 1,154 1,154 1,154 1,210 1,265 1.265 1.265 1.265 
40,326 42,044 42,631 42.632 44.265 46,180 46,469 46.492 47,773 
66,657 66.657 66,657 66.657 69.91 1 73,164 73,164 73,164 75.180 

258 258 258 258 270 283 283 283 283 
1,816 1,816 1,816 1,816 1,905 1.994 1.994 1,994 1.994 
5,565 5,565 5.565 5,565 5,834 6,103 6,103 6,103 6.103 
6,321 6,321 6,321 6.282 6,545 6,848 6,848 6.848 6,848 
3,372 3,372 3,372 4,069 4,997 5,227 5,227 5,227 6,694 

12,353 12,353 12,353 12,353 12,956 13,559 13,559 13,559 13.559 
16.465 16,465 16,465 16.465 17,268 18.072 18,072 18.072 18.072 
26,361 26,361 26,270 26,251 27,608 28,913 28,933 28,933 28,933 

142 142 142 142 149 156 156 156 156 
43.926 43.926 43,931 46,623 51.862 54,628 54,877 55,086 55,285 
25,148 25.262 25.350 25,400 26.725 28,024 28,310 28.548 28.548 

1,007,880 1,012,280 1,014,899 1,017,885 1,070,852 1.123.072 1,130,592 1,138,793 1,150,314 

June 
Average 

$31,426 
373,344 
156,505 

6,671 
238.357 
58,283 

1.265 
49,065 
77.196 

283 
1,994 
6.103 
6.848 
8.160 

-1 3,559 
18,072 
28,933 

156 
55,222 
29.344 

1.160.786 

12 Months 
Average 

$30.375 
358,741 
150,292 

6,349 
212.749 
55.485 

1,205 
44,611 
70,143 

269 
1,898 
5,810 
6.479 
4,705 

12,906 
17,202 
27,598 

148 
49,904 
27,073 

1,083,942 

03 Intangible Plant - Common $943,879 $940,396 $940.396 $940,396 $940,396 $948,042 $1,002,021 $1,048,355 $1,050,226 $1,054.370 $1,056,643 $1,058,215 $993,611 

Total Gas Plant in Service $36,291,842 $36,207,509 $36,269,897 $36,361,548 $36,487,596 $36,719,880 $37,018,936 $37,165,938 $39,064,861 $40,943.714 $47,128,387 $41,370,640 $37.919.229 



MONTANA-DAKOTA UTILITIES CO. 
BOOK CHANGES IN GAS PLANT IN SERVICE 

FOR THE TWELVE MONTHS ENDED JUNE 30,2001 

Work Construction Date Placed Beginning Major Major Ending 
Order # Description Location Period In-Service Balance Additions Retirements Balance 

Gas Plant $1 62,825,108 

J 10381 8 Relocate Main - Billings MT 6100-1 1 100 1 1 /20/00 $100,948 

J104363 Extend mian - Big Horn WY 6100-1 2/00 12/29/00 284,891 

Major projects Subtotal 162,825,108 385,839 0 

Miscellaneous Projects 

Subtotal 

Common Plant Allocated to Gas 

Total Gas Plant 



MONTANA-DAKOTA UTILITIES CO. 
BOOK CHANGES IN GAS PLANT IN SERVICE 

FOR THE TWELVE MONTHS ENDED JUNE 30,2000 

Work Construction Date Placed Beginning Major Major Ending 
Order # Description Location Period In-Service Balance Additions Retirements Balance 

Gas Plant $1 57,345,744 

Major projects Subtotal 

Miscellaneous Projects 

Subtotal 

Common Plant Allocated to Gas 

Total Gas Plant 



MONTANA-DAKOTA UTILITIES CO. 
BOOK CHANGES IN GAS PLANT IN SERVICE 

FOR THE TWELVE MONTHS ENDED JUNE 30,1999 

\Alnrb Construction Date Placed Beginning Major Major Ending 
V V V I l \  

Order # Description 
Gas Plant 

Location Period In-Service ~alance Additions Retirements Balance 
$1 52,419,287 

150242 Replace Low Pressure Main - Spearfish SD 5198-1 1/98 1 1/23/98 

150487 Replace Low Pressure Main - Billings MT 6198-1 2/98 12/7/98 

173955 Replace Main - Rapid City SD 3198-1 2/98 12/22/98 124,392 

Major projects Subtotal 

Miscellaneous Projects 

Subtotal 

Common Plant Allocated to Gas 

Total Gas Plant 



MONTANA-DAKOTA UTILITIES CO. 
BOOK CHANGES IN GAS PLANT IN SERVICE 

FOR THE TWELVE MONTHS ENDED JUNE 30,1998 

Work Construction Date Placed Beginning Major Major Ending 
Order # Description Location Period In-Service Balance Additions Retirements Balance 

Gas Plant $147,576,183 

J50237 Replace Low Pressure Main - Spearfish SD 5197-1 0197 1011 7/97 

J50365 Replace Low Pressure Main - Bismarck ND 7197-1 2-97 12/23/97 

J50487 Replace Low Pressure Main - Billings MT 6/98 6/30/98 

J83031 Retire Flextrack plow ND I 1/98 1 1130198 

Major projects Subtotal 

Miscellaneous Projects 

Subtotal 

Common Plant Allocated to Gas 

Total Gas Plant 
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MONTANA-DAKOTA UTILITIES CO. 
METHODS AND PROCEDURES FOLLOWED IN CAPITALIZING 

THE ALLOWANCE FOR FUNDS USED DURING 
CONSTRUCTION AND OTHER CONSTRUCTION OVERHEADS 

There has been no change in the methodology employed or the procedures 

followed in capitalizing the allowance for funds used during construction and 

other construction overheads as was reported in the Company's last FERC 

Form 1. 
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MONTANA-DAKOTA UTILITIES CO. 
SIGNIFICANT CHANGES IN 

INTANGIBLE PLANT 

There have been no significant changes in Intangible Plant balances since 

the end of the year reported in the Company's last FERC Form 1. 
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MONTANA-DAKOTA UTILITIES CO. 
WORKING PAPERS ON PLANT 

NOT USED & USEFUL 

Montana-Dakota has no such plant. 
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MONTANA-DAKOTA UTILITIES CO. 
DESCRIPTION OF PROPERTY RECORDS 

The Company's Continuing Property Records are maintained in 

accordance with the Uniform System of Accounts as prescribed by the 

Federal Energy Regulatory Commission (FERC). The Plant Accounting 

System, which is computerized, records additions to utility plant at original 

cost (including overhead costs and an allowance for funds used during 

construction) through charges to work orders maintained in the Plant 

Accounting Construction Work in Progress (CWIP) System. 

As construction projects are completed and the plant is placed in 

service, the costs accumulated in related work orders are unitized and 

transferred to FERC Account 101, Plant in Service. Such costs are 

recovered from utility customers through depreciation charges to cost of 

service. Upon retirement or other disposition of the plant property units, in 

the ordinary course of business, the original cost is transferred from Account 

101 and charged to Account 108, Accumulated Provision for Depreciation of 

Utility Plant, plus or minus any net salvage. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS PLANT ACQUISITIONS WITHOUT REGULATORY APPROVAL 

TWELVE MONTHS ENDING JUNE 30,2002 

None. 



MONTANA-DAKOTA UTILITIES CO. 
AVERAGE ACCUMULATED RESERVE FOR DEPRECIATION 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

Distribution 

Projected Projected 
6/30/02 2002 2003 

General 2,256,456 2,277,485 1,981,834 

Intangible General 1 32,568 133,117 131,994 

Common 494,061 472,963 470,124 

Intangible Common 362,262 409,004 539,972 

Total 
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Distribution 

General 
Other 
Clearing Accounts 
Intangible 
Total General 

Common 
Other 
Clearing Accounts 
lntangible 
Total Common 

Total Gas Plant in Service 

Depreciation Expense 

MONTANA-DAKOTA UTILITIES CO. 
ACCUMULATED RESERVE FOR DEPRECIATION 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 2002 

2002 
12/31/01 6130102 2002 Depreciation1 Depreciation1 2002 2002 

Acc. Reserve Acc. Reserve Average Plant Amortization Amortization Retirements1 Ending Average 
for Depr. for Depr. In Service Rate 11 Expense 21 Removal 21 Balance Balance 

$1 9,581,089 $20,213,270 $30,449,566 4.53% $689,683 ($57,608) $20,845,345 $20,213,217 

I I Composite depreciation rates by function. 
21 Reflects July - December 2002 amount. 



Distribution 21 

General 
Other 
Clearing Accounts 
Intangible 
Total General 

Common 
Other 
Clearing Accounts 
lntangible 
Total Common 

Total Gas Plant in Service 

Depreciation Expense 

MONTANA-DAKOTA UTILITIES CO. 
ACCUMULATED RESERVE FOR DEPRECIATION 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 2003 

2003 
2002 2003 Depreciation1 Depreciation1 2003 

Acc. Reserve Average Plant Amortization Amortization Retirements1 Ending Average 
for Depr. In service Rate I/ Expense Removal Balance Balance 

$20,845,345 $31,872,837 4.53% $1,443,840 ($1 18,818) $22,170,367 $21,507,856 

I I Composite depreciation rates by function. 



MONTANA-DAKOTA UTILITIES CO. 
MONTHLY ACCUMULATED PROVISIONS FOR DEPRECIATION BY FUNCTION 

GAS UTILITY 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

2001 2002 

Function June July August September October November December January February March April May June 

listribution $96,223,584 $96,708,948 $97,183,348 $97,661,889 $98,136,028 $98,207,316 $98,766,449 $99,215,679 $99,762.259 $100,315,693 $100,857,462 $101,396,892 $101,962,771 

;enera1 8,858,822 8,928.682 8,881,525 8,930.459 8,901,989 8,932.754 9,007,088 8,967,368 9,046.808 8,532,292 8,610,616 8,589,624 8,660,046 

Total $105,082.406 $105.637.630 $106.064.873 $106,592,348 $107.038.017 $107,140,070 $107,773.537 $108,183.047 $108,809,067 $108,847,985 $109,468.078 $109,986,516 $110,822,817 



MONTANA-DAKOTA UTILITIES CO. 
BOOK CHANGES IN ACCUMULATED PROVISION FOR 
DEPRECIATION AND AMORTIZATION - GAS UTILITY 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Beginning Ending 
Balance Annual Retirements Removal Balance 

Gas Utility 711 10 1 Provision (Original Cost) Salvage Costs Adjustments 6130102 

Account 11 1.2 - Intangible $432,233 $1 0,456 $442,689 

Account 108 
Distribution 

General 9,050,383 909,692 1,677,368 832,252 4,415 446,502 8,664,042 

Total Account 108 405,289,024 7,628,728 2,313,206 854,225 377,712 445,853 $1 10,635,206 

Total Accounts 1 1 1.2 & 108 $105,721,257 $7,639,184 $2,313,206 $854,225 $377,712 $445,853 $1 11,077,895 

Common 11 $7,381,726 $8,522,258 

11 Common Plant is assigned by state on an actual site and use basis when applicable, and the remainder is allocated by state to 
gas and electric on a plant in service basis. Total common changes for the twelve months ended June 30, 2002 are: 

Beginning Ending 
Balance Annual Retirements Removal Balance 

Common Utility 7/1/01 Provision (Original Cost) Salvage Costs Adjustments 6130102 

Account 11 1 .O $4,416,491 $1,399,154 $1 07,051 $4,023 $0 $0 $5,712,617 
Account 108 18,710,152 1,968,334 5,828,039 4,668,496 25,739 4,494 19,488,710 , , , a 
Total Accounts 1 11.0 and 108 $23,126,643 $3,367,488 $5,935,090 $4,672,519 $25,739 $4,494 

D O + C O  
$25,201,327 Q I D r o 

r n r n d m x  
rorn = g o +  

R r n z ~ ~  -L",+l;p 
L m o  

VI I 
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MONTANA-DAKOTA UTILITIES CO. 
PROCEDURES FOLLOWED IN DEPRECIATING 

OR AMORTIZING PLANT AND RECORDING ABANDONMENT 

There has been no policy change with respect to the methodology employed 

or procedures followed in depreciating and amortizing plant investments and 

recording plant abandonments since the end of the year reported in the 

Company's last FERC Form I. 
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MONTANA-DAKOTA UTILITIES CO. 
ALLOCATION OF OVERALL ACCUMULATED RESERVE ACCOUNTS 

TO FUNCTIONAL GROUPS OF PLANTS 

This schedule is not applicable because the Company provides and records 

its accumulated reserves for depreciation by functional groups of plant 

accounts. 



MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF WORKING CAPITAL AND 

CUSTOMER ADVANCES FOR CONSTRUCTION 
GAS UTILITY - SOUTH DAKOTA 

FOR THE TWELVE MONTHS ENDED JUNE 30,2002 
PROJECTED 2002 - 2003 
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Average 
Balance @ Projected 

Working Ca~ital 6130102 2002 2003 
Materials and Supplies $290,358 $253,531 $253,531 

Prepaid Insurance 50,818 48,803 55,121 

Unamortized FAS 106 174,495 166,563 150,699 

Total Working Capital 

Customer Advances for Construction $1 24,337 $90,063 $81,227 



MONTANA-DAKOTA UTILITIES CO. 
MATERIALS AND SUPPLIES 

BY PRINCIPAL ITEM OF MAIN ACCOUNT 
GAS UTILITY - SOUTH DAKOTA 

FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Description 

Natural Gas Material 

Transportation Material 

All Other Gas Material 

Reserve for Inventory Shrinkage 
Total 
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06/30/01 06/30/02 Average 

$281,139 $297,585 $289,362 

607 3,539 2,073 

1,379 (34) 673 



June 2001 
July 
August 
September 
October 
Novem ber 
December 
January 2002 
February 
March 
April 
May 
June 
July 
August 
September 
October 
Novem ber 
December 

Average Balance 

Thirteen Month Average 

MONTANA-DAKOTA UTILITIES CO. 
MATERIALS AND SUPPLIES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002 - 2003 

Per Books Proiected 
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11 Reflects actual data through September 2002. October - December 2002 projected to 
remain at the 2001 level. 



June 2001 
July 
August 
September 
October 
November 
December 
January 2002 
February 
March 
April 
May 
June 
July 
August 
Septem ber 
October 
November 
December 

MONTANA-DAKOTA UTILITIES CO. 
PREPAID INSURANCE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002 - 2003 
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Average Balance 

Thirteen Month Average 

Per Books Projected 
6/30/2002 2002 I! 2003 

$45,645 

I/ Reflects actual data through September 2002. October 2002 - December 2003 
based on insurance expense. 



June 2001 
July 
August 
September 
October 
November 
December 
January 2002 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Average Balance 

MONTANA-DAKOTA UTILITIES CO. 
UNAMORTIZED FAS 106 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002 - 2003 

Per Books 
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Projected 
2002 11 2003 11 

I I Reflects amortization of balance. 



June 2001 
July 
August 
September 
October 
November 
December 
January 2002 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

MONTANA-DAKOTA UTILITIES CO. 
CUSTOMER ADVANCES FOR CONSTRUCTION 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002 - 2003 

Proiected 
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Per Books 2002 11 2003 
$1 52,323 

Average Balance $124,337 

Thirteen Month Average 

11 Reflects actual data through September 2002 and projected to remain 
at that level throughout 2002 and 2003. 



July 
August 
September 
October 
November 
December 
January 
February 
March 
April 
May 
June 

MONTANA-DAKOTA UTILITIES CO. 
MATERIALS AND SUPPLIES 

GAS UTILITY - SOUTH DAKOTA 
MONTHLY BALANCES FOR YEARS ENDED 

JUNE 30,2000 AND JUNE 30,2001 
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MONTANA-DAKOTA UTILITIES CO. 
CUSTOMER ADVANCES FOR CONSTRUCTION 

GAS UTILITY 
TWELVE MONTHS ENDING JUNE 30,2002 

Refer to Rule 20:10:13:69, Schedule F-1 , page 5. 



MONTANA-DAKOTA UTILITIES CO. 
AVERAGE CAPITAL STRUCTURE 

JUNE 30,2002 

Subsidiary Portion Adjusted Capital Required 
Balance of Balance Balance Ratio Cost Return 

Long Term Debt $133,100,000 $1 33,100,000 43.997% 9.276% 4.081 % 

Preferred Stock 16,450,000 16,450,000 5.438% 4.630% 0.252% 

Common Equity 1,092,829,612 939,861,190 152,968,422 50.565% 12.000% 6.068% 

Total 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE CAPITAL STRUCTURE 

PROJECTED 2002 

Utility Capital Required 
Balance Ratio Cost Return 

Long Term Debt $133,100,000 43.708% 9.241 % 4.039% 

Preferred Stock 16,350,000 5.369% 4.626% 0.248% 

Common Equity 155,067,950 50.923% 12.000% 6.111% 

Total 



Long Term Debt 

Preferred Stock 

Common Equity 

Total 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE CAPITAL STRUCTURE 

PROJECTED 2003 

Adjusted Capital Required 
Balance Ratio Cost Return 



First Mortqaqe Bonds 

Balance at June 30,2001 
Amortization of GainlLoss 

Balance at June 30,2002 
Amortization of GainlLoss 

Average at June 30,2002 
Average Amort. of GainlLoss 

Pollution Control Bonds 

Balance at June 30,2001 

Balance at June 30,2002 

Average at June 30,2002 

Total Average Long Term Debt 
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MONTANA-DAKOTA UTILITIES CO. PAGE 1 OF 9 
AVERAGE LONG-TERM DEBT 

JUNE 30,2002 

Adjusted 
Balance Annual Embedded 

Outstanding Cost Cost 



MONTANA-DAKOTA UTILITIES CO. 
AVERAGE LONG-TERM DEBT 

PROJECTED 2002 

Balance 
Outstanding 

First Mortqane Bonds 

Balance at December 31,2001 
Amortization of GainlLoss 

Balance at December 31,2002 
Amortization of GainILoss 

Average at December 31,2002 
Average Amort. of GainILoss 

Total Average 

Pollution Control Bonds 

Balance at l2/3l/Ol 

Balance at 12/31/02 

Average at 42/31 I02 

Total Average Long Term Debt 

Annual 
Cost 
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Adjusted 
Embedded 

Cost 



First Mortqane Bonds 

Balance at December 31,2002 
Amortization of GainILoss 

MONTANA-DAKOTA UTILITIES CO. 

Balance at December 31,2003 
Amortization of GainILoss 

Average at December 31,2003 
Average Amort. of GainlLoss 

Total Average 

Pollution Control Bonds 

Balance at December 31,2002 

Balance at December 31,2003 

Average at December 31,2003 

Total Average Long Term Debt 

AVERAGE LONG-TERM DEBT 
PROJECTED 2003 
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Adjusted 
Balance Annual Embedded 

Outstanding Cost Cost 



MONTANA-DAKOTA UTILITIES CO. 
LONG-TERM DEBT CAPITAL 

JUNE 30,2002 

Date of 
Description Issuance 

3rst Mortclacle Bonds: 
Secured Medium-term Notes, Series A: 
8.25% 04/01/92 
8.6% 04/01/92 
6.52% 09130197 
6.71 % 09/30/97 
5.83% 0911 8/98 

Principal 
Date of Interest Amount Gross 
Maturity Rate of Issue Proceeds 

Loss on Reacquirement 
Redemption and 

Underwriters' Commission Issuance Expense 
% Gross % Gross 

Amount Proceeds Amount Proceeds 

Pollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 06/01/92 06/01 122 6.650% 15,000,000 15,000,000 0 938,724 6.258% 0.000% 
Richland County 6.65% 06/01/92 0610 1 122 6.650% 3,250,000 3,250,000 0 186,323 5.733% 0.000% 
Morton County 6.65% 06/01 192 06/01 122 6.650% 2,600,000 2,600,000 0 179,014 6.885% 0.000% 

Jollution Control Notes: 
Grant County 6.2% 

Net Proceeds Cost of Principal Embedded 
Description Amount Per Unit Money 11 Outstanding Annual Cost Cost 

-irst Mortaaae Bonds: 
Secured Medium-term Notes, Series A: 
8.25% $26.1 11,796 87.039% 10.177% $30,000,000 $3,053,100 
8.6% 28,906,532 82.590% 11.020% 35,000,000 3,857,000 
6.52% 14,082,923 93.886% 7.81 1 % 15,000,000 1,171,650 
6.71 % 13,488,404 89.923% 8.195% 15,000,000 1,229,250 

5.83% 14,813,914 98.759% 6.086% 15,000,000 912,900 

Pollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 14,061,276 93.742% 7.288% 15,000,000 1,093,200 
Richland County 6.65% 3,063,677 94.267% 7.243% 3,250,000 235,398 

Morton County 6.65% 2,420,986 93.115% 7.344% 2,600,000 190,944 

- 
rota1 First Mortgage Bonds 11 6,949,508 130,850,000 1 1,743,442 8.975% 

Jollution Control Notes: 
Grant County 6.2% 

rota1 Long-Term Debt Capital $1 22,376.550 

I1 Yield to maturity based upon the life, net proceeds, semiannual compounding of stated interest rate, and amortization of indenture revision costs. 



Date of Date of 
Description Issuance Maturity 

First Mortsase Bonds: 
Secured Medium-term Notes, Series A: 
8.25% 04/01 192 0410 1/07 
8.6% 04/01 192 04/01/12 
6.52% 09/30/97 1 010 1 104 
6.71% 09/30/97 10/01109 
5.83% 0911 8/98 1 010 1 108 

Pollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 0610 1/92 06/01/22 
Richland County 6.65% 06/01/92 06/01/22 
Morton County 6.65% 06/01 192 06/01/22 

Pollution Control Notes: 
Grant County 6.2% 

Description 
Net Proceeds 

Amount Per Unit 
First Mortsaqe Bonds: 
Secured Medium-term Notes, Series A: 
8.25% $26,111,796 87.039% 
8.6% 28,906,532 82.590% 
6.52% 14,082,923 93.886% 
6.71% 13,488,404 89.923% 
5.83% 14,813,914 98.759% 

Pollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 14,061,276 93.742% 
Richland County 6.65% 3,063,677 94.267% 
Morton County 6.65% 2,420,986 93.115% 

Total First Mortgage Bonds 116.949.508 

Pollution Control Notes: 
Grant County 6.2% 

Total Long-Term Debt Capital $122,376,550 

MONTANA-DAKOTA UTILITIES CO. 
LONG-TERM DEBT CAPITAL 

DECEMBER 31,2002 
Loss on Reacquirement 

Redemption and 
Principal Underwriters' Commission Issuance Expense 

Interest Amount Gross % Gross % Gross 
Rate of Issue Proceeds Amount Proceeds Amount Proceeds 

Cost of Principal Embedded 
Money 11 Outstanding Annual Cost Cost 

11 Yield to maturity based upon the life, net proceeds, semiannual compounding of stated interest rate, and amortization of indenture revision costs. 



MONTANA-DAKOTA UTILITIES CO. 
LONG-TERM DEBT CAPITAL 

DECEMBER 31,2003 
Loss on Reacquirement 

Redemption and 

Principal Underwriters' Commission Issuance Expense 

Date of Date of Interest Amount Gross % Gross % Gross 

Description Issuance Maturity Rate of Issue Proceeds Amount Proceeds Amount Proceeds 

First Mortsase Bonds: 
Secured Medium-term Notes, Series A: 
8.25% 04101 192 04/01 107 8.250% $30,000,000 $30.000,000 $225,000 0.750% $3,663,204 12.211% 

8.6% 04/01 192 04/01/12 8.600% 35,000,000 34,911,100 306,250 0.877% 5,698,318 16.322% 
6.52% 09/30/97 10/01104 6.520% 15,000,000 15,000,000 90,000 0.600% 827,077 5.514% 

6.71% 09/30/97 10/01/09 6.710% 15,000,000 15,000,000 93,750 0.625% 1,417,846 9.452% 

5.83% 0911 8/98 1010 1 108 5.830% 15,000,000 15.000,OOO 93,750 0.625% 92,336 0.616% 

New Debt Issue: 
7.40% Projected issuance 2003. 

Pollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 06/01 I92 06/01/22 6.650% 15,000,000 15,000,000 0 938,724 6.258% 0.000% 

Richland County 6.65% 06/01/92 06101 122 6.650% 3,250,000 3,250,000 0 0.000% 186,323 5.733% 
Morton County 6.65% 0610 1192 06/01/22 6.650% 2,600,000 2,600.000 0 179,014 6.885% 0.000% 

Pollution Control Notes: 
Grant County 6.2% 

Net Proceeds 
Descri~tion Amount Per Unit 

First Mortsaqe Bonds: 
Secured Medium-term Notes, Series A: 
8.25% $26,111,796 87.039% 
8.6% 28,906,532 82.590% 
6.52% 14,082,923 93.886% 
6.71% 13,488,404 89.923% 
5.83% 14,813,914 98.759% 
7.40% 25,000,000 100.000% 

Cost of Principal 
Money I/ Outstanding 

Embedded 
Annual Cost Cost 

Pollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 14,061,276 93.742% 7.288% 15,000,000 1,093,200 
Richland County 6.65% 3,063,677 94.267% 7.243% 3,250,000 235,398 
Morton County 6.65% 2,420,986 93.1 15% 7.344% 2,600,000 190,944 

Total First Mortgage Bonds 141,949,508 

Pollution Control Notes: 
Grant County 6.2% 5,427,042 96.91 1 % 6.556% 1,500,000 98,340 6.556% 

Total Long-Term Debt Capital 

I/ Yield to maturity based upon the life, net proceeds, semiannual compounding of stated interest rate, and amortization of indenture revision costs. 



MONTANA-DAKOTA UTILITIES CO. 
AMORTIZATION OF LOSS ON REACQUIRED DEBT 

JUNE 30,2002 

Projected 
Average 

Amortization 
Acct. 1890 - Unamortized Loss 

9 118% due 05-1 5-06 7/00 - 6/01 $501,567 

9 118% due 05-1 5-06 7/01 - 6102 408,186 
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Average at June 30,2002 $454,877 



MONTANA-DAKOTA UTILITIES CO. 
AMORTIZATION OF LOSS ON REACQUIRED DEBT 

PROJECTED 2002 

Acct. 1890 - Unamortized Loss 

9 118% due 05-15-06 

9 118% due 05-1 5-06 

Average at December 31,2002 

Projected 
Average 

Amortization 
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MONTANA-DAKOTA UTILITIES CO. 
AMORTIZATION OF LOSS ON REACQUIRED DEBT 

PROJECTED 2003 

Acct. 1890 - Unamortized Loss 

Projected 
Average 

Amortization 

9 118% due 05-1 5-06 1102-1 2/02 $361,666 

9 118% due 05-1 5-06 1103-1 2/03 268,627 

Average at December 31,2003 
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Description 

Balance - June 30,2001 

Redemptions: 
5.1 % Series 

Balance - June 30,2002 

Average Preferred Stock 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE PREFERRED STOCK 

JUNE 30,2002 

Adjusted 
Balance Annual Embedded 

Outstanding Cost Cost 



Description 

DOCKET NO. - 
RULE 20:10:13:74 
STATEMENT G 
PAGE 2 OF 4 

MONTANA-DAKOTA UTILITIES CO. 
AVERAGE PREFERRED STOCK 

PROJECTED 2002 

Adjusted 
Balance Annual Embedded 

Outstanding Cost Cost 

Balance - December 31,2001 $16,400,000 $758,990 4.628% 

Redemptions: 
5. I % Series 

Balance - December 31,2002 $1 6,300,000 $753,705 4.624% 

Average Preferred Stock $1 6,350,000 $756,348 4.626% 



Description 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE PREFERRED STOCK 

PROJECTED 2003 

Adjusted 
Balance Annual Embedded 

Outstanding Cost Cost 

Balance - December 31,2002 $16,300,000 $753,705 4.624% 

Redemptions: 
5.1 % Series 

Balance - December 31, 2003 $1 6,200,000 $748,420 4.620% 

Average Preferred Stock $1 6,250,000 $751,063 4.622% 



MONTANA-DAKCJ 1 A UTILITIES CO. 
PREFERRED STOCK CAPITAL 

JUNE 30,2002 

Call Gross Underwriters' Commission lssuance Expense 

Date of (Redemption) Dividend Par Value Proceeds % Gross % Gross 

Descri~tion Issuance Price Rate of Issue (000's) Amount Proceeds Amount Proceeds 

4.5% Series 01/01/51 $1 05 

4.7% Series 12/07/55 102 
5.1 % Series 05/23/61 100/102 

Net Proceeds December 31,2001 

Amount Cost of Principal Annual Embedded Method of 
Description (000's) Per Unit Money I /  21 Outstanding Cost Cost Offering 

4.5% Series $1 0,000 100.000% 4.500% $1 0,000,000 $450,000 
4.7% Series 5,000 100.000% 4.700% 5,000,000 235,000 
5.1 % Series 4,948 98.951 % 5.285% 1,400,000 73,990 

Total 

Public 
Public 
Private 

I /  Yield to maturity based upon the life, net proceeds, and quarterly compounding of the stated dividend rate of each issue. 
21 4.5% Series and 4.7% Series issue expense fully recovered. 



MONTANA-DAKOTA UTILITIES CO. 
AVERAGE UTILITY COMMON EQUITY 

JUNE 30,2002 

Description 

Common Equity - June 30,2001 

Amount 

$1,016,644,144 

Unappropriated Retained Earnings of Subsidiaries 305,460,452 
Additional Equity of Subsidiaries (Centennial) 558,808,351 

Utility Common Equity - 6/30/01 $1 52,375,341 

Common Equity - June 30,2002 $1,169,015,079 

Unappropriated Retained Earnings of Subsidiaries 368,251,110 
Additional Equity of Subsidiaries (Centennial) 647,202,466 

Utility Common Equity - June 30, 2002 153,561,503 
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Average Common Utility Equity - June 30, 2002 $1 52,968,422 



Description 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE UTILITY COMMON EQUITY 

PROJECTED 2002 

Common Equity - December 31,2001 

Unappropriated Retained Earnings of Subsidiaries 
Additional Equity of Subsidiaries (Centennial) 

Utility Common Equity - December 31,2001 

Projected Utility Earnings 
Projected Utility Dividends 
Projected Utility Adjustments 

Utility Common Equity - December 31, 2002 

Amount 

Average Common Utility Equity - December 31,2002 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE UTILITY COMMON EQUITY 

PROJECTED 2003 

Description Amount 

Utility Common Equity - December 31, 2002 $155,515,526 

Projected Utility Earnings 
Projected Utility Dividends 
Equity Infusion 

Utility Common Equity - December 31,2003 

Average Common Utility Equity - December 31,2003 $1 63,446,692 



MDU Resources Group Inc. 
Equity Issuance - 1997- 2002 

DRIP 401-K Acquisition Equity Draw Down Employee Stock Exer. 
Flotation Flotation Flotation Flotation Shares Flotation 

eriod Shares - Dollars Costs Shares Dollars Costs Shares Dollars Costs Shares Dollars Costs Shares Dollars Costs Outstanding 
!ginning Balance 42.71 5.472 



MDU Resources Group Inc. 
Equity Issuance - 1997- 2002 

DRIP 401-K Acquisition Equity Draw Down 
Flotation Flotation Flotation Flotation 

Shares Dollars Costs Shares Dollars Costs Shares Dollars Costs Shares Dollars Costs 
168.402 5,294,146 5,000 

Employee Stock Exer. 
Flotation 

Shares Dollars Costs 
Shares 

Outstanding 
65,435,969 

un-02 -- 487.367 12,969,004 5,000 450 9.320 - 71,664,751 
tals 553,296 $9,903,801 $55.330 351.405 $6.515.221 $35.141 22.165.048 $424.727.007 $145.000 5,751,785 $1 57,411,736 $5,214,211 -- 127.745 $2,648,048 

(1) (1 ) (2) (4) 

otnotes: 
Assumed to be 5.10 per share. 
Estimated Legal &Administrative costs of $5,000 per transaction. 
52,058,000 underwriters discount plus $350,000 other expenses (legal, administrative. etc.). 
Underwriters discount estimated at 2.5 percent of market based on negotiated average price at draw-down. 
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MDU RESOURCES GROUP, INC. 
STOCK DIVIDENDS, STOCK SPLITS OR 
CHANGES IN PAR OR STATED VALUE 

FOR THE FIVE-YEAR PERIOD ENDING JUNE 30,2002 

On June 30, 1 998, MDU Resources Group, Inc. issued I 7,203,148 additional 

shares of Common Stock, Par value $3.33, in connection with a three-for-two 

Common Stock split to be effected in the form of a fifty percent stock dividend. 

On April 30, 1999, the MDU Resources Group, Inc. Certificate of Incorporation 

was amended pursuant to stockholder approval. The amendment to the 

Certificate of incorporation increased the number of shares of common stock that 

the company is authorized to issue from 75,000,000 shares of common stock 

with a par value of $3.33 to 150,000,00 shares with a par value of $1.00. 



MDU RESOURCES GROUP, INC. 
COMMON STOCK DATA 

FOR THE FIVE YEARS ENDED DECEMBER 31,2001 AND TWELVE MONTHS ENDED JUNE 30,2002 

Avg. Number 
of Shares 

Outstanding 
(000's) 

Annual Annual 
Earnings Dividends 

(per share) (per share) 

Dividend1 
Earnings 

Ratio 

Average 
Market 
Price 11 

Price1 
Earnings 

Ratio 

Dividend1 
Price 
Ratio 

Year Ended December 31: 
1997 
1998 
1999 
2000 
2001 
Year Ended June 30: 
2002 

Twelve Months: 

July, 2001 
August 
September 
October 
Novem ber 
December 
January, 2002 
February 
March 
April 
May 
June 

11 This average market price is based on monthly high and low for the year. 
21 Reflects $39.9 million or 78 cents per common share in noncash after-tax write-down of natural gas and oil properties. 
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MDU RESOURCES GROUP, INC. 
REACQUISITION OF BONDS OR PREFERRED STOCK 
FOR THE FIVE-YEAR PERIOD ENDING JUNE 30,2002 

First Mortgage Bonds 

$20,000,000, 9 118% Series, First Mortgage Bonds were reacquired during 
May 1998. A call premium of 4.45% or $890,000 was paid on redemption. 

Preferred Stock 

Principal Reacquisition Gain or 
Amount Cost (Loss) 

Preferred Stock: 
5. I % preferred Stock $500,000 $500,000 $0 



Acct. 
No. 

Cost of Gas 
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MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF OPERATION AND MAINTENANCE EXPENSES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

Other Gas Supply 

Distribution 

Customer Accounts 

Customer Service & Info. 

Sales 

Administrative and General 

Total Operation and Maintenance Expense 

Total 
Company South Dakota 

$1 06,488,405 $21,351,949 
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Acct. 
No. 

MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF OPERATION AND MAINTENANCE EXPENSES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

Other Gas Supplv Expenses 
Natural Gas City Gate Purch. 
Other Gas Purchases 
Gas Withdrawn from Storage 
Gas Delivered to Storage 
Other Gas Supply Expenses 

Total Other Gas Supply Expenses 

Distribution Expenses 
O~eration 
Supervision & Engineering 
Distribution Load Dispatching 
Mains and Service 
Measuring & Reg. Station Exp.-General 
Measuring & Reg. Station Exp.-lnd. 
Measuring & Reg. Station Exp. - CG 
Meters & House Regulators 
Customer Installations 
Other Expenses 
Rents 

Total Operation Expenses 

Maintenance 
Supervision & Engineering 
Structures & Imp. 
Mains 
Measuring & Reg. Station Exp.-General 
Mtc of Meas & Reg Stn Eq - Ind. 
Mtc of Meas & Reg Stn Eq - CG 
Services 
Meters & House Regulators 
Other Equipment 

Total Maintenance Expenses 

Total Distribution Expenses 

Customer Accounts Expenses 
Supervision 
Meter Reading Expenses 
Customer Records and Collection Exp. 
Uncollectible Accounts 
Misc. Customer Accounts Expenses 

Total Customer Accounts Expenses 

Total 
Company South Dakota 



MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF OPERATION AND MAINTENANCE EXPENSES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 
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Acct. 
No. 

Customer Service & Information Exp. 
907 Supervision 
908 Customer Assistance Expenses 
909 Informational & Instructional Advertising Expenses 
91 0 Misc. Customer Service & Info. Expenses 

Total Customer Service & Info. Expenses 

Sales Expenses 
Operation 

91 1 Supervision 
912 Demonstrating & Selling Expenses 
91 3 Advertising Expenses 
91 6 Miscellaneous Sales Expenses 

Total Sales Expenses 

Administrative & General Expenses 
Operation 
Administrative & General Salaries 
Office Supplies & Expenses 
Outside Services Employed 
Property Insurance 
Injuries & Damages 
Employee Pensions & Benefits 
Franchise Requirements 
Regulatory Commission Expenses 
General Advertising Expense 
Miscellaneous General Expenses 
Rents 

Total Operation Expenses 

Maintenance 
935 Maintenance of General Plant 

Total Administrative & General Expenses 

Total 
Company South Dakota 

Total Operation & Maintenance Expenses 



MONTANA-DAKOTA UTILITIES CO. 
OPERATION & MAINTENANCE EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 2002 

Industry Rate All Other 
Function Total Cost of Gas Labor Benefits Insurance Advertising Postage Dues Case O&M 

Cost of Gas $26,720,886 $26,720,886 

Other Gas Supply 67,254 $58,951 

Distribution 2,786,255 1,922,230 

Customer Accounts 1,299,255 855,568 

Customer Service & Information 65,787 39,669 

Sales 240,793 198.386 

Administrative and General 2,212,855 692,792 598,858 135,152 17,200 14,301 $44,285 $17,898 692,369 
Total Other O&M 6,672,199 0 3,767,596 598,858 135, 152 32,873 136,318 44,285 17,898 1,939,219 

Total O&M $33,393,085 $26,720,886 $3,767,596 $598,858 $1 35,152 $32,873 $1 36,318 $44,285 $17,898 $1,939,219 



=unction 

2ost of Gas 

MONTANA-DAKOTA UTILITIES CO. 
OPERATION & MAINTENANCE EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 2003 

Total Cost of Gas Labor Benefits Insurance 

$26,946,077 $26,946,077 

Industry Rate All Other 
Advertising Postage Dues Case O&M 

3ther Gas Supply 71,993 $63,467 

2ustomer Accounts 1,373,583 921,105 

hstomer Service & Information 69,106 42,708 

Sales 257,107 213,582 

idministrative and General 2,564,518 745,860 840,945 173,105 17,200 14,301 $44,285 $1 7,898 710,924 
Total Other O&M 7,292,809 0 4,056,195 840,945 173,105 32,873 136,318 44,285 17,898 1,991,190 

Total O&M $34,238,886 $26,946,077 $4,056,195 $840,945 $1 73,105 $32,873 $1 3631 8 $44,285 $17,898 $1,991,190 



DOCKET NO. - 
MONTANA-DAKOTA UTILITIES CO. 

COST OF GAS 
GAS UTILITY - SOUTH DAKOTA 

PROJECTED 2002-2003 

RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I 
PAGE 3 OF 12 

Dk Adjusted 
Projected for Distribution 
Dk Sales Losses 11 

Proiected 2002 
Residential 3,119,384 3,146,443 
Firm General Service 2,129,961 2,148,438 
Merillat 625,741 631,169 
Air Force 41 569,719 569,719 
Small Interruptible 38,760 39,096 
Large Interruptible 83,120 83,841 

Projected 
Commodity Cost 
Charge 21 of Gas 

Total 

Projected 2003 
Residential 3,151 ,I 51 3,178,486 $4.2250 $1 3,429,103 
Firm General Service 2,151,036 2,169,695 4.2250 9,166,961 
Merillat 625,741 631,169 3.5104 31 2,215,656 
Air Force 41 569,719 569,719 3.0130 1 ,71 6,563 
Small Interruptible 38,760 39,096 4.2250 165,181 
Large Interruptible 83,120 83,841 3.01 30 252,613 

Total 

11 Distribution loss factor of .86%. 
21 Exhibit B, Purchased Gas Cost Adjustment effective December 1,2002. 
31 Pursuant to contract with Merillat. 
41 The Air Force owns its distribution system so there are no distibution losses. 



MONTANA-DAKOTA UTILITIES CO. 
ADJUSTMENT TO LABOR EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I 
PAGE 4 OF 12 

6130102 Per Books 
Gas South Projected 

Function Utility Dakota I /  2002 21 2003 31 

Other Gas Supply $290,543 $56,235 $58,951 $63,467 

Distribution 9,626,800 1,833,664 1,922,230 2,069,473 

Customer Accounts 4,278,695 816,148 855,568 921,105 

Customer Service & lnforma 472,877 37,841 39,669 42,708 

Sales 625,587 189,245 198,386 21 3,582 

Administrative and General 3,347,564 

Total 

11 Directly assigned and allocated to South Dakota. 
21 Reflects 4.83% wage increase for the calendar year 2002. 
31 Reflects 7.66% increase for 2003. 



MONTANA-DAKOTA UTILITIES CO. 
ADJUSTMENT TO BENEFITS EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I  
PAGE 5 OF 12 

6130102 Per Books 
Gas South Projected 11 
Utility Dakota 2002 2003 

Pension (1,430,653) (273,717) (262,276) (1 1 1,389) 

Post-Retirement 1,165,683 218,015 241,539 258,253 

Workers Compensation 66,253 20,100 38,389 42,397 

SlSP 122,085 120,327 

Total $2,305,580 $437,498 $598,858 $840,945 

11 Each benefit adjusted individually. 



Insurance Expense 

MONTANA-DAKOTA UTILITIES CO. 
ADJUSTMENT TO INSURANCE EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-1 
PAGE6OF 12 

I /  Reflects an increase of 14%. 
21 Reflects an increase of 28%. 

6130102 Per Books Projected 
South 

Gas Utility Dakota 2002 I /  2003 21 



Distribution 

MONTANA-DAKOTA UTILITIES CO. 
POSTAGE EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING JUNE 30,2002 

PROJECTED 2002-2003 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I 
PAGE 7 OF 12 

Per Books Projected 11 
South 

Gas Utility Dakota 2002 2003 
$30,229 $5,283 $5,679 $5,679 

Customer Accts. 583,447 107,587 11 5,656 1 15,656 
Sales 7,259 634 682 682 
A&G 66,346 13,303 14,301 14,301 
Total Postage $687,281 $1 26,807 $1 36,318 $1 36,318 

I /  Increase of 7.5% to reflect annualized increase in postage effective June 30, 2002. 



MONTANA-DAKOTA UTILITIES CO. 
INDUSTRY DUES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING JUNE 30,2002 

PROJECTED 2002-2003 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I 
PAGE 8 OF 12 

American Gas Association 11 
Rapid City Chamber of Commerce 
Stugis Chamber of Commerce 
Deadwood Chamber of Commerce 
Belle Fourche Chamber of Commerce 
Lead Area Chamber of Commerce 
Northern Hills Community 
Whitewood Chamber of Commerce 
Montana Coal Council 
Spearfish Economic 
Rapic City Area Economic 
Spearfish Chamber of Commerce 
UTC 
NARUC 
Energy Safety Assoc. 
Utility Shareholders of South Dakota 
Other 

Total 

Per Books 
$5,817 

11 Reflects 2002 dues, adjusted to eliminate 2.01 % for lobbying. 



Informational 
Promotional 
Institutional 

Total 

MONTANA-DAKOTA UTILITIES CO. 
ADVERTISING EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING JUNE 30,2002 

PROJECTED 2002-2003 

Per Books 
South 

Gas Utility Dakota 
$76,925 $1 5,673 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I 
PAGE 9 OF 12 

Projected 



MONTANA-DAKOTA UTILITIES CO. 
REGULATORY COMMISSION EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING JUNE 30,2002 

PROJECTED 2002-2003 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I 
PAGE 10 OF 12 

Proiected . - -  J - - - - -  

Per Books 2002 11 2003 11 
Regulatory Commission Expense $59 $1 7,898 $1 7,898 

11 Reflects three year amortization of rate case expense. 



MONTANA-DAKOTA UTILITIES CO. 
ADJUSTMENT TO OTHER O&M FOR INFLATION 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING JUNE 30,2002 

PROJECTED 2002-2003 

Projected I/ 
Function Other O&M 2002 2003 
Other Gas Supply $8,086 $8,303 $8,526 

Distribution 835,943 858,346 881,350 

Customer Accounts 31 9,469 328,031 336,822 

Customer Service & lnforma 10,172 10,445 10,725 

Sales 40,636 41,725 42,843 

Administrative and General 674,298 692,369 71 0,924 
Total Other O&M 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I 
PAGE I 1  OF 12 

I/ Increase of 2.68% annually. 



MONTANA-DAKOTA UTILITIES CO. 
O&M ITEMS ADJUSTED INDIVIDUALLY 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

Industry Rate All Other 
Function Per Books Cost of Gas Labor Benefits Insurance Advertising Postage Dues Case O&M 

Cost of Gas $21,351,949 ($21,351,949) $0 

Other Gas Supply 64,321 ($56,235) 8,086 

Distribution 2,674,890 (1,833,664) ($5,283) 835,943 

Customer Accounts 1,243,204 (816,148) (1 07,587) 319,469 

Customer Service & Information 63,686 (37,841) ($1 5,673) 10,172 

Sales 252,371 (1 89,245) (21,856) (634) 40,636 

Administrative and General 1,964,267 (660,872) (437,498) (1 18,405) (17,441) (1 3,303) ($42,391) ($59) 674,298 
Total Other O&M 6,262,739 0 (3,594,005) (437,498) (1 18,405) (54,970) (1 26,807) (42,391 ) (59) 1,888,604 

Total O&M $27,614,688 ($21,351,949) ($3,594,005) ($437,498) ($1 18,405) ($54,970) ($126,807) ($42,391) ($59) $1,888,604 



DOCKET NO.- 
RULE 20:10:13:82 
STATEMENT H 
SCHEDULE H-2 
PAGE I OF 1 

MONTANA-DAKOTA UTILITIES CO. 
COST OF GAS - GAS UTILITY 

FOR THE TWELVE MONTHS ENDING JUNE 30,2002 

Please see Rule 20:10:13:80, Schedule HI page 1 and Rule 20:l O:l3:8Il 

Schedule H-I, page 3 for the cost of gas for the twelve months ending June 

30, 2002. 



DOCKET NO.- 
RULE 20:10:13:83 
STATEMENT H 
SCHEDULE H-3 
PAGE 1 OF 4 

MONTANA-DAKOTA UTILITIES CO. 
ADVERTISING, BENEFITS AND 

REGULATORY CQMMiSSlON EXPENSE 
GAS UTILITY 

FOR THE TWELVE MONTHS ENDING JUNE 30,2002 

Please see the following pages: 

Advertising - Please see pages 2-4 for samples of advertising and Rule 
20:lO: 13:811 Statement H, Schedule H-1, page 9 for the advertising expenses. 

Benefits - Please see Rule 20:10:13:81, Statement H, Schedule H-I , page 5 for 
the detail of benefits. 

Requlatow Commission Expense - Please see Rule 20:10:13:81, Statement H, 
Schedule H-I , page 10 for the regulatory commission expense. 



DOCKET NO. - 
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STATEMENT H 
SCHEDULE H-3 
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Have your family 
scratch the flame to 

8 - smell natural gas. Knowledge 

L 
plus care 
is safety. 

For safety's sake, let others in your natural gas so you can easily recognize 
family scratch the flame and sniff, too. the escaping gas. 

If you ever smell this odor, leave the Natural gas has a safety record we 
house and call us from a neighbois can all be proud of. We are working, 
telephone. Do not operate any light with your help, to keep it that way! - 

switches or electrical equipment. 
Natural gas is really odorless. The 

odor you sniffed when you scratched 
the flame is a chemical added to A D M ~  of MDU RMU~CFJS G ~ U P ,  Inc. 

ACCOUNT 909 
INFORMATIONAL 



natural gas home. 
Ask your realtor ... most homes will sell faster and for 
more money if it has natural gas. Why? 

Naturalgas heat costs less than other forms of pollution-free ener- 

gy and natural gas is warm. Some forced-air heating systems deliv- 
er  air that actually feels cool With natural gas, you get warmth, 
economy and comfort. 

* Naturalgas water heaters will supply all the hot water you want 

whenever you want it while saving you money. Generally, natural 
gas water heating is less than half the operating cost of a flameless 
model. 
Naturalgas ranges are the only type of range that gives you 
instant heat plus the infinite temperature control for better cook- 
ing. 
Naturalgas dryers offer additional operation savings over flame- 
less models. 

Four good reasons why natural gas homes sell more 
quickly ... ask your realtor. 

A Division of MDU Resources Gmup, Inc. 

In the Community to Serve" 

ACCOUNT 913 
PROMOTIONAL 



DOCKET NO. - 
RULE 20:10:13:83 
STATEMENT H 
SCHEDULE H-3 
PAGE 4 OF 4 

ACCOUNT 930.1 
INSTITUTIONAL 



MONTANA-DAKOTA UTILITIES CO. 
INTERCOMPANY TRANSACTIONS 

TWELVE MONTHS ENDING JUNE 30,2002 

Williston Basin Interstate Pipeline Co. $46,629,906 

JTL Group Inc. 15,774 

Empire Sand & Gravel Co 2,148 

Fidelity Exploration & Production 7,815,578 

Wagner-Smith Company 5,194 

Highline Equipment Inc. 649 

DOCKET NO. - 
RULE 20:10:13:84 
STATEMENT H 
SCHEDULE H-4 
PAGE I OF 1 

Wagner Smith Equipment Co 200 
Total $54,469,449 



Sales 
Residential 
Firm General 
Air Force 
Small lnterruptible 
Large lnterruptible 
Unbilled Revenue 

Total Sales 

Trans~ortation 
Small lnterruptible 
Large lnterruptible 
Unbilled Revenue 

Total Transportation 

Total 

MONTANA-DAKOTA UTILITIES CO. 
SALES AND TRANSPORTATION REVENUE 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 2002-2003 

Per Books Proiected 2002 Proiected 2003 
Dk Revenue Dk Revenue Dk Revenue 



MONTANA-DAKOTA UTILITIES CO. 
MISCELLANEOUS REVENUES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING JUNE 30,2002 

PROJECTED 2002-2003 

Projected 
200 1 2002 2003 

Miscellaneous Service Revenue $39,820 $39,820 $39,820 

Rent from Property 84,274 84,274 84,274 

Other Revenue 23,331 23,331 23,331 

DOCKET NO. - 
RULE 20:10:13:85 
STATEMENT I 
PAGE 2 OF 6 

Total Misc. Revenues $147,425 $147,425 $1 47,425 



Montana-Dakota Utilities Co. 
Gas Utility - South Dakota 

Summary of Revenues 
Twelve Months Ended June 30,2002 

Projected 2003 

Per Books @ Current Rates 11 

Dk Revenue 

Normalized 11 

Dk Revenue 

Per Books 

Rate Reporting Class Dk Revenue 

Sales 
Residential 

Residential 
Total Residential 

Air Force 
lnterruptible 

Total Air Force 

Firm General 
Firm General 

Total Firm General 

lnterruptible 
Small lnterruptible 
Large lnterruptible 

Total lnterruptible 

Total Sales 

Transportation 
Small lnterruptible 
Large lnterruptible 

Total Transportation 

Total Sales & Transportation 

11 Gas rates effective with service rendered on and after January 1, 1995, PGA effective with 
bills rendered on and after December 1, 2002, exclusive of surcharge. 



Rate Reporting Class 

Sales 
Residential 

Residential 
Total Residential 

Air Force 
lnterruptible 

Total Air Force 

Firm General 
Firm General 

Total Firm General 

lnterruptible 
Small lnterruptible 
Large lnterruptible 

Total lnterruptible 

Total Sales 

Transportation 
Small lnterruptible 
Large lnterruptible 

Total Transportation 

Total Sales & Transportation 

Montana-Dakota Utilities Co. 
Gas Utility - South Dakota 

Summary of Revenues 
Twelve Months Ended June 30,2002 

Projected 2003 

Projected 2002 I /  

Dk Revenue 

Projected 2003 11 

Dk Revenue 

11 Gas rates effective with service rendered on and after January 1, 1995, PGA effective with 
bills rendered on and after December 1,2002, exclusive of surcharge. 



MONTANA-DAKOTA UTILITIES CO. 
PER BOOKS REVENUE BY CUSTOMER CLASS 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

Jul01 Aug 01 Sept 01 Oct 01 Nov 01 Dec 01 Jan 02 Feb 02 Mar 02 Apr 02 May 02 Jun 02 Total 
ales 

Residential 
F i n  General 
Air Force 
Small Interruptible 
Large Interruptible 

rota1 Sales 

ransportation 
Small Interruptible 
Large Interruptible 

Total Transportation 

otal South Dakota 



DOCKET NO.- 
RULE 20:10:13:85 
STATEMENT l 
PAGE 6 OF 6 

MONTANA-DAKOTA UTILITIES CO. 
REVENUES AT PROPOSED RATES 

Please see Rule 203 0:13:98, Statement 0, page I, for the revenues 

at proposed rates by customer class. 



MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF DEPRECATION EXPENSE AND AMORTIZATION 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

DOCKET NO. - 
RULE 20:10:13:86 
STATEMENT J 
PAGE 1 OF 3 

Distribution 

General 1 1 2,476 138,748 199,034 

General - Intangible 1,119 1,058 1,040 

Common 54,003 55,936 62,638 

Common - Intangible 1 03,344 1 10,478 131,022 

Total $1,607,620 $1,685,586 $1,837,574 

11 See Rule 20:10:13:64, Statement E, pages 2 and 3 for the calculation of depreciation expense. 



Acct. 
No. - 

MONTANA-DAKOTA UTILITIES CO. 
DEPRECIATION RATES 

GAS UTILITY - SOUTH DAKOTA 

Account 
Distribution Plant 
Rights of Way 
Structures & lrnprovements 
Mains 
Meas. & Reg. Equip.-General 
Meas. & Reg. Equip.-City Gate 
Services 
Positive Meters 
Service Regulators 
Ind. Meas. & Reg. Station Eqpt. 
Other Property on Cust. Premise 
Cathodic Protection Equip. 
Other Distribution Equip. 

Total Distribution Plant 

General Plant 
Structures and lrnprovements 
Furniture and Fixtures 
Computer Equip. - PC 
Stores Equipment 
Tools,Shop&Gar. Eq.-Non-Un. 
Vehicle Maintenance Equip. 
Vehicle Refueling Equip. 
Laboratory Equipment 
Radio Comm. Equip.-Fixed 
Radio Comm. Equip.-Mobile 
General Tele. Comm. Equip. 
Supervisory & Tele. Equip. 
Scada System 
Miscellaneous Equipment 

Common Plant 
Structures and Improvements 
Furniture and Fixtures 
Computer Equip.- BullIAS400 
Computer Equip. - PC 
Computer Equip. - Other 
Stores Equipment 
Tools, Shop & Gar. Equip. 
Vehicle Maint. Equip. 
Vehicle Refueling Equip. 
Radio Comm. Equip.-Fixed 
Radio Comm. Equip.-Mobile 
General Tele. Comm. Equip. 
Supervisory & Tele. Equip. 
Network Equipment 
Miscellaneous Equipment 

Depreciation 
Rate 

DOCKET NO. - 
RULE 20:10:13:86 
STATEMENT J 
PAGE 2 OF 3 



Depreciable Plant 
Distribution 
General 
General - Amortized 

MONTANA-DAKOTA UTILITIES CO. 
RECONCILIATION OF DEPRECIABLE GAS PLANT 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

DOCKET NO. - 
RULE 20:10:13:86 
STATEMENT J 
PAGE 3 OF 3 

Balance Balance Average 
@ 6/30/01 @ 6/30/02 Balance 

Depreciable Plant Charged to a Clearinq Account 
Transportation Equipment 
Tools, Shop & Garage Equipment - Unitized 
Power Operated Equipment 
Work Equipment 

Non-Depreciable Plant 
Distribution 
General 

Common Plant in Service - Gas 
Depreciable 
Charged to Clearing Account 
Depreciable - Amortized 
Non-Depreciable 

Total Gas Plant in Service 



DOCKET NO. - 
RULE 20:10:13:87 
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MONTANA-DAKOTA UTILITIES CO. 
DEPRECIATION EXPENSE CHARGED TO OTHER THAN 

PRESCRIBED DEPRECIATION AND AMORTIZATION EXPENSE 

The Company charges all depreciation and amortization expense to 

prescribed accounts, with the exception of the following: 

1. Depreciation of transportation and work equipment in FERC 

plant accounts 392 and 396 are charged to FERC clearing 

account I84 through cost center 184.00. 

2. Depreciation of aircraft in FERC plant account 392 is 

Charged to FERC clearing account 184 through cost 

center 184.01. 

3. Depreciation of a portion of general plant structures in 

FERC account 390 is charged to FERC account 416 

for merchandise operations. 



MONTANA-DAKOTA UTILITIES CO. 
CALCULATION OF RECORDED STATE AND FEDERAL INCOME TAXES 

FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Utilitv Total 
Gas Electric Total Non-Utility Company 

$1 56,524,998 $164,209,713 $320,734,711 $320,734,711 Operating Revenue 
Non-Utility lncome (before income taxes) 

Total Revenue 

Operating Expense: 
O&M Expense 
Depreciation Expense 
Taxes Other than lncome 

Total Operating Expense 

Operating lncome 

Interest Expense 
Book Taxable lncome before Adjustments 

Deductions and Adjustments to Book Income: 
Tax Deductions 
Preferred Dividend Paid Deduction 

Total Deductions and Adjustments 

Taxable lncorne - Before State lncome Tax 
Less: Deductible State lncome Taxes 

Federal Taxable lncome 

Federal lncome Taxes @ 35% 
Credits and Adjustments 
State lncome Taxes 

Federal and State lncorne Taxes 

Rounding and Prior Year's Adjustment 
Total Federal and State lncorne Taxes 



MONTANA-DAKOTA UTILITIES CO. 
CALCULATION OF RECORDED STATE AND FEDERAL INCOME TAXES 

1900 Account M-1's 
Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Reserve for Deferred Maintenance 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 
Restricted Stock Bonus Plan 
Supplemental Income Security Plan 
FAS 106 - OPRB 
Deferred Compensation 
BOD Retirement 
Demand Charges 
PCB related income 
Contingency Reserve 

2820 Account M-1's 
Liberalized Depreciation and Other 
Property Timing Differences 

Contributions in Aid of Construction 

2830 Account M-1's 
Unrecovered Purchased Gas Cost 
Amortization of Loss on Bond Retirements 
Defered Gain on Sale of Building 
FAS 106 - Deferred Expense 
Gas IRP 

Permanent M-1's 
Meals & Entertainment 
Federal Nonhwy Use Tax Credit 

Total M-1 Deductions 

TAX DEDUCTIONS 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Utility Total 
Gas Electric Total Non-Utility Company 
($1 66,547) ($273,451 ) ($439,998) ($7,560) ($447,558) 



DOCKET NO. - 
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MONTANA DAKOTA UTILITIES, CO. 
COMPUTATION OF INCOME TAX LIABILITY AND TAX SAVINGS 

BASED ON MDU RESOURCES GROUP, INC. 2001 
CONSOLIDATED FEDERAL INCOME TAX RETURN 

Montana-Dakota MDU Resources 
Utilities Co. Group. Inc. (1) 

Net Taxable Income (Loss) $48,062,511 $1 76,829,728 

Federal Income Tax: 

Statutory Taxes @ 35% $16,821,880 $61,890,405 

Less Credits: 

Nonconventional Source Fuel Credit 542,299 
Carryforward of General Business Credit 1 0,510 
Credit for Prior Year Minimum Tax 9,908 

Total Tax 

Tax Savings Arising From Consolidation $0 

Montana Dakota Utilities Co. is a member of a group that files a consolidated Federal 
Income Tax Return. There are no tax savings available to Montana-Dakota Utilities Co. 
as a result of being included in a consolidated tax return during the test period. 

( I )  Reflects MDU Resources Group, Inc. and includible subsidiaries. 



MONTANA-DAKOTA UTILITIES CO. 
CALCULATION OF RECORDED STATE AND FEDERAL INCOME TAXES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Operating Revenue 

Operating Expense: 
O&M Expense 
Depreciation Expense 
Taxes Other than lncome 

Total Operating Expense 

Per Books 
$31,494,705 

Operating Income 1,552,401 

Interest Expense 
Book Taxable lncome before Adjustments 

Deductions and Adjustments to Book Income: 
Tax Deductions q I 
Preferred Dividend Paid Deduction 

Total Deductions and Adjustments 

Federal Taxable lncome 

Federal lncome Taxes @ 35% 
Credits and Adjustments 

Total Federal and State lncome Taxes 

DOCKET NO. - 
RULE 20:10:13:88 
STATEMENT K 
PAGE4OF 12 

11 Statement K, page 5 



MONTANA-DAKOTA UTILITIES CO. 
INCOME TAX DEDUCTIONS 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

DOCKET NO. - 
RULE 20:10:13:88 
STATEMENT K 
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1900 Account M-1's 
Management Incentive Compensation 
Pension Expense 
Sundry ~eserves 
Reserve for Deferred Maintenance 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 
Restricted Stock Bonus Plan 
FAS 106 - OPRB 
Deferred Compensation 
BOD Retirement 
Demand Charges 
PCB Related Income 
Plant Reclassification 

2820 Account M-I 's 
Liberalized Depreciation and Other 
Property Timing Differences 

Contributions in Aid of Construction 

2830 Account M-1's 
Purchased Gas Cost Adjustment 
Amortization of Loss on Bond Retirements 
FAS 106 Deferred Expense 

Permanent M-1's 
Meals & Entertainment 
Federal Nonhwy Use Tax Credit 

Total M-I Deductions 

Projected 
6/30/2002 2002 2003 



Rate Base 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

INTEREST EXPENSE ANNUALEATION 
PROJECTED 2002-2003 

Long Term Debt Ratio 
Long Term Debt Cost 

Weighted Cost of Debt 

Interest Expense 

Projected 
2002 2003 

$14,921,823 $17,793,768 

DOCKET NO. - 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

CALCULATION OF CURRENT INCOME TAXES 
PROJECTED 2002-2003 

Operating Revenues 
Sales Revenues 
Transportation Revenues 
Other Revenues 

Total Operating Revenues 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 
Other O&M 

Total O&M 
Depreciation Expense 
Taxes other Than lncome 

Total Operating Expenses 

Operating lncome before lncome Taxes 

Deductions and Adjustments to Book Income: 
Interest Expense 
Preferred Dividend Paid 
Other Tax Deductions 11 

Total Adjustments to Taxable lncome 

Taxable lncome 

Federal & State lncome Taxes @ 35% 

Projected 
2002 2003 

DOCKET NO. - 
RULE 20:10:13:88 
STATEMENT K 
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11 Statement K, page 5 



BALANCE AT: 

ACCOUNT 190: 
July 31,2001 
August 31,2001 
September 30,2001 
October 31,2001 
November 30,2001 
December 31,2001 
January 31,2002 
February 28,2002 
March 31,2002 
April 30,2002 
May 31,2002 
June 30.2002 

MONTANA DAKOTA UTILITIES, CO. 
ACCUMULATED DEFERRED INCOME TAXES 

FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Total 
Company 

ACCOUNT 282: (Other Propertv) 
July 31,2001 70,962,168 
August 31,2001 
September 30,2001 
October 31,2001 
November 30,2001 
December 31,2001 
January 31,2002 
February 28,2002 
March 31,2002 
April 30,2002 
May 31,2002 
June 30,2002 

ACCOUNT 283: (Other) 
July 31,2001 
August 31,2001 
September 30,2001 
October 31,2001 
November 30,2001 
December 31,2001 
January 31,2002 
February 28,2002 
March 31,2002 
April 30, 2002 
May 31,2002 
June 30.2002 

TOTAL COMPANY 
July 31,2001 
~ u g u s t  31,2001 
September 30,2001 
October 31,2001 
November 30,2001 
December 31,2001 
January 31,2002 
February 28,2002 
March 31,2002 
April 30,2002 
May 31,2002 
June 30,2002 

Electric Gas Other 

(1 1,953,002) 
(1 1,931,705) 
(1 1,914,494) 
( I  1,912,575) 
(1 1,708,283) 
(1 1,481,213) 
(1 1,527,775) 
(1 1,559,598) 
(1 1,585,704) 
(1 1,593,474) 
( I  1,587,675) 
(1 2,642,058) 
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Non-Utility 



MONTANA-DAKOTA UTILITIES CO. 
DEFERRED INCOME TAXES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 
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RULE 20:10:13:88 
STATEMENT K 
PAGE 9 OF 12 

Projected 
6130102 2002 2003 

Gas Utility - Rate Base Deductions: 
Depreciation, Retirements and Other Timing 

Differences Required to be Normalized ($38,416) ($1 23,083) ($1 15,371) 
Contributions In Aid of Construction 
Customer Advances 

(425) 
335 

Total Rate Base Deductions (38,506) (123,083) (1 15,371) 

Gas Utility - Current Timing Differences: 
Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Reserve for Deferred Maintenance 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Restricted Stock Bonus Plan 
FAS 106 
Deferred Compensation 
BOD Retirement 
Demand Charges 
PCB Related Income 
Unrecovered Purchased Gas Cost 
Amort of Loss on Bond Retirements 
FAS 106 Deferred Expense 
ClosinglFiling Adj. 

Total Current Timing Differences (68,720) 1,348,703 795,188 

Total 



MONTANA-DAKOTA UTILITIES CO. 
ANALYSIS OF ACCUMULATED DEFERRED INCOME TAXES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Total Company South Dakota 
Balance Balance Balance Balance Average 

Gas Utilib - Rate Base Deductions: 
Depreciation, Retirements and Other Timing 

Differences Required to be Normalized 
Contributions In Aid of Construction 
North Dakota Full Normalization 
Customer Advances for Construction 
Montana Rate Case Adjustments 

Total 

Gas Utilitv - Current Timinq Differences: 
Management Incentive Compensation 
Pension Expense 
Uncollectable Accounts 
Unbilled Revenues 
Workers Comp 
Capitalized Overheads 
Restricted Stock Bonus Plan 
Contingency Reserve 
Delivered But Unbilled 
FAS 109 Adjustment 
BOD Retirement 
Rate 71 Refund 
FAS 106 
Demand Charges 
PCB Related Income 
Rate Case Expense 
Unrecovered Purchased Gas Cost 
Environmental Tax 
Gas IRP 

Total Gas Utility 
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MONTANA-DAKOTA UTILITIES CO. 
4NALYSIS OF UNAMORTIZED INVESTMENT TAX CREDITS 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Total 

Balance @. 
June 30,2001 

Company South Dakota 

$628,846 $46,069 

June 30,2002 $557,716 $33,248 

Average Balance $593,281 $39,659 



MONTANA-DAKOTA UTILITIES CO. 
ACCUMULATED DEFERRED INCOME TAXES 
ACCUMULATED INVESTMENT TAX CREDITS 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 2002-2003 

Balance @ Projected 2002 Projected 2003 
2001 6130102 Changes I 1  Balance Average Changes Balance Average 

Accumulated Deferred Income Taxes 
Liberalized Depreciation $1,939,905 $1,913,425 
Contribution in Aid of Construction (63,929) (63,929) 
Customer Advances (28,146) (28,146) 

Balance 

Accumulated Investment Tax Credits 
Balance $40,710 $33,248 ($7,462) $25,786 $33,248 ($14,924) $1 0,862 $18,324 

11 Changes in deferred taxes are for calendar year 2002 and adjust 2001 balances. 
Changes in lTCs are for six months of 2002 and adjust June 30,2002 balances. 
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M-I 
Line No. 

MDU RESOURCES GROUP, INC. 
RECONCILIATION OF NET INCOME PER BOOKS WITH TAXABLE 

INCOME PER FEDERAL INCOME TAX RETURN 
FOR TAX YEARS 1998-2001 

1 Net income per Books $155,848,506 $1 11,028,299 $84,079,784 $34,106,960 

2 Federal Income Tax 10,359,280 11,415,372 8,602,112 8,425,172 

3 Excess of Capital Losses Over Capital Gains 0 0 0 0 

4 lncome Subject to  Tax not Recorded on Books This Year: 
Other 

Dividends Received from Subsidiary Companies 39,709,000 34,649,500 28,591,800 26,063,100 
Jt Venture & Partnership Ordinary Income 99,639 100,999 71,696 (2,027) 
Contributions in Aid of Construction 268,101 287,951 (78,979) 360,640 
Customer Advances 330,767 (31,713) 230,817 28,917 
Federal Non-highway Use Tax Credit 18,761 19,658 17.723 18,828 
Gain on Retirement of Assets - Tax 

Total 

5 Expenses Recorded on Books This Year not Deducted on This Return: 
Depreciation 26,361,318 
Meals & Entertainment 226,971 
Other 

Increase in Capitalized Overheads 805,471 
Increase in Capitalized Overheads - Stores 64,697 
Rate Case Expense 
Demand Charges 8,194 
Unrecovered Purchased Gas Costs 21,010,649 
Bad Debt Expense per Books 1,593,836 
Increase in Capitalized Overheads - Non-operating 62,678 
Supplemental Income Security Plan 83,247 
Capitalized Property Taxes 70,406 
State Income Tax Accrual per Books 1,217,822 
Accrued Coal Costs 
Post Retirement Benefits Accrued 1,923,299 
lncrease in Sundry Reserves 
Capitalized Interest Expense 337,186 
Amortizaiton per Books 2,473,984 
Accrued Vacation Pay 
Amortization of Loss on Bond Retirements 1,295,507 
Book Depreciation Charged to Expense 1,082,985 
Capitalized Tax Depreciation 623,l 16 
Lobbying Expense 114,117 
Deferred Compensation for Directors 125,828 
Deferred Compensation - Net Deferral 463,790 
Penalties 6,086 
Property Insurance Adjustment 107,240 
Reusable Property to Expense 2,584 
integrated Resource Plan 88,708 
Workers Compensation 
Restricted Stock Bonus Plan 

Total Other 

6 Total of Lines 1 Through 5 $268,499,380 

7 income Recorded on Books This Year not Included on This Return: 
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MDU RESOURCES GROUP, INC. 
RECONCILIATION OF NET INCOME PER BOOKS WITH TAXABLE 

INCOME PER FEDERAL INCOME TAX RETURN 
FOR TAX YEARS 1998-2001 

M -1 
Line No. 2001 2000 1999 1998 

Other 
Book Gain on Disposition of Property 2,311 2,164 (9,795) (1 3,072) 
GI1 on Interco. Trans. under reg sec 1.1502-13 884,358 
Joint venture & partnership operating income 20,000 
Equity in Earnings of Subsidiary Companies 135,692,353 87,788,729 64,143,724 15,920,717 
Allowance for Funds Used During Construction 185,066 157,410 419,934 46,892 

136,784,088 87,948,303 64,553,863 15,954,537 

8 Deductions on This Return not Charged Against Book lncome This Year: 
Depreciation 22,657,193 
Contributions Carryover 4,537,084 
Other 

Pension Expense per Return 3,965,568 
Demand Charges 
Post Retirement Benefits 1,894,963 
Bad Debt Expense per Return 1,814,870 
Decrease in Sundry Reserves 67,119 
Property Insurance Adjustment 
CNG Refueling Facilities Deduction 
Deferred Compensation 
Unrecovered Purchased Gas Cost 
Environmental Costs 19,586 
KESOP Incentive Compensation 4,379,752 
State Income Tax Accrual per Return 3,062,638 
Reserve for deferred maintenance 46,599 
Vacation accrual 324,210 
Workers compensation 181,167 
1991 Interest Expense 
R & D - Software Development Costs 
Expenses for the Retirement of Assets 344,330 
Restricted Stock Bonus Plan - Dividends 

9 Add Lines 7 and 8 180,547,866 128,037,917 93,648,735 47,840,523 

10 Income (Form 1120, Page I ,  Line 28) - Line 6 less Line 9 87,951,514 70,942,593 66,060,822 54,263,603 

Less: Special Deductions 39,889,003 35,027,503 29,167,803 26,815,103 

Taxable Income (Form 1120, Page I ,  Line 30) $48,062,511 $35,915,090 $36,893,019 $27,448,500 



MONTANA DAKOTA UTILITIES, CO. 
Difference in Book and Tax Depreciation - Gas Utility 
FOR THE TWELVE MONTHS ENDED JUNE 30,2002 

Tax Depreciation 

CIAC'S - MACRS 
Depreciation 
Capitalized Interest Expense 
Capitalized Tax Depreciation 
Capitalized Inventory on Stores Inventory 
Capitalized Property Taxes 
Expenses for the Retirement of Assets 
Retirement of Assets 

Total Gas 

Book Depreciation 

Depreciation Expense 8,199,473 
Amortization Expense 524,657 
Allowance for Funds used during Construction (56,681) 

Total Book Depreciation $8,667,449 

DOCKET NO. - 
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STATEMENT K 
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Book over Tax Depreciation $1,774,245 
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MONTANA - DAKOTA UTILITIES CO. 
NET TAXABLE INCOME (LOSS) FOR EACH COMPANY 
INCLUDED IN MDU RESOURCES GROUP, INC.'S 2001 

CONSOLIDATED FEDERAL INCOME TAX RETURN 

TAXABLE 
TAXABLE EXCESS INCOME SYSTEM 
INCOME TAX (LOSS) AFTER TAX 

COMPANY (LOSS) DEPRECIATION ELIMINATION LIABILITY 

Montana - Dakota Utilities Co. 
Centennial Energy Holdings, Inc. 
Centennial Holdings Capital Corp. 
Centenntial Power Inc. 
RMP Montana Acquisition, Inc. 
Futuresource Capital Corp. 
lntersource Insurance Company 
MDU Resources International, Inc. 
Utility Services, Inc. 
International Line Builders, Inc. 
ILB Hawaii, Inc. 
Loy Clark Pipeline Co. 
Loy Clark Pipeline of Washington, Inc. 
High Line Equipment, Inc. 
Rocky Mountain Contractors, Inc. 
Williams Construction Company, Inc. 
Hamlin Electric Company 
Harp Engineering, Inc 
Pouk & Steinle, Inc. 
The Wagner-Smith Company 
Wagner-Smith Equipment Co. 
Wagner-Smith Pumps & Systems, Inc. 
Frebco, Inc. 
Newco, Inc. 
Bell Communications, Inc. 
Bell Electric Contractors, Inc. 
Capital Electric Construction Company 
Capital Electric Line Builders 
Oregon Electric Construction, Inc. 
WBI Holdings, Inc. 
Fidelity E & P Company 
Fidelity Oil Company 
Fidelity Oil Holdings, Inc. 
WBI Production, Inc. 
WBI Pipeline & Storage Group, Inc. 
Williston Basin Interstate Pipeline Co. 
WBl Southern, Inc. 
WBI Offshore Pipeline, Inc. 
Kentucky Pipeline & Storage Company, Inc. 
Bitter Creek Pipeline, LLC 
WBI Energy Services, lnc. 
Prairielands Energy Marketing, Inc. 
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MONTANA - DAKOTA UTILITIES CO. 
NET TAXABLE INCOME (LOSS) FOR EACH COMPANY 
INCLUDED IN MDU RESOURCES GROUP, INC.3 2001 

CONSOLIDATED FEDERAL INCOME TAX RETURN 

TAXABLE 
TAXABLE EXCESS INCOME SYSTEM 
INCOME TAX (LOSS) AFTER TAX 

COMPANY (LOSS) DEPRECIATION ELIMINATION LIABILITY 

SAGE Gas Alliance, LLC 
Innovatum, Inc. 
Innovative Gas Services Inc. 
Marcon Energy Corp. 
Knife River Corporation 
KRC Holdings, Inc. 
KRC Aggregates, Inc. 
Concrete, Inc. 
DSS Company 
LTM, Incorporated 
Rogue Aggregates, Inc. 
Medford Ready Mix, Inc. 
Southern Oregon Underground, Inc. 
Alaska Basic Industries, Inc. 
Anchorage Sand & Gravel Company, Inc. 
Baldwin Contracting Company, Inc. 
Knife River Dakota, Inc. 
Knife River Hawaii, Inc. 
Knife River Marine, Inc. 
Morse Brothers, Inc. 
Hap Taylor & Sons, Inc. 
JTL Group, Inc. - Montana 
JTL Group, Inc. -Wyoming 
Polson Ready Mix Concrete, Inc. 
Connolly-Pacific Co. 
Bauerly Brothers, Inc. 
WHC, Ltd. 

MDU RESOURCES GROUP INC. & 
INCLUDIBLE SUBlSlDlARlES 
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MONTANA-DAKOTA UTILITIES CO. 
ALLOWANCE FOR CURRENT TAX IN EXCESS OF TAX 

CALCULATED AT CONSOLIDATED TAX RATE 
FOR THE TWELVE MONTHS ENDING JUNE 30,2002 

This schedule is not applicable since the current tax in the cost of 

service is not greater than the calculated income tax. 
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MONTANA-DAKOTA UTILITIES CO. 
ALLOWANCE FOR CURRENT STATE INCOME TAXES 

CALCULATED AT CONSOLIDATED TAX RATE 
FOR THE TWELVE MONTHS ENDING JUNE 30,2002 

This schedule is not applicable since Montana-Dakota Utilities Co. is not 

claiming an allowance for state income taxes in the cost of service. 



T v ~ e  of Tax 
Ad Valorem 

Distribution 
General 

. Common 
Intangible 
Total Ad Valorem Taxes 

O&M Related Taxes - Other 
FICA 
Federal Unemployment 
State Unemployment 
Franchise 
Delaware Franchise 
Total O&M Related Taxes 

Other 
Gross Revenue Taxes 
Highway Use Tax 
Secretary of State 
Total Other 

Total Taxes Other Than Income 

MONTANA-DAKOTA UTILITIES CO. 
TAXES OTHER THAN INCOME 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 
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Total South Projected 
Company Dakota 2002 2003 



MONTANA-DAKOTA UTILITIES CO. 
AD VALOREM TAXES 

GAS UTILITY - SOUTH DAKOTA 
PROJECTED 2002-2003 
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Projected 2002 Projected 2003 
Effective Plant Ad Valorem Plant Ad Valorem 

Function Tax Rate Balance Tax Balance Tax 

Distribution 0.9888% $30,449,566 $301,085 $31,872,837 $31 5,159 

General 0.7521 % 7,072,21 0 53,190 9,058,070 68,126 

Common 1.7324% I ,127,l 14 19,526 1,383,548 23,969 

Intangible 

Total Ad Valorem Taxes $39,868,312 $374,996 $43,732,810 $408,644 



MONTANA-DAKOTA UTILITIES CO. 
AD VALOREM TAXES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2001 

Function 
Distribution 

Average 
Plant Ad Valorem 

Balance Tax Effective 
@ 12/31/01 @ 12/31/01 Tax Rate 

$29,090,118 $287,647 0.9888% 

General 5,063,370 38,080 0.7521 % 

Common 1,139,124 19,734 1.7324% 

Intangible I /  1,067,l 13 1,046 0.0980% 

Total 

I /  General and common intangible. 
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FICA 

MONTANA-DAKOTA UTILITIES CO. 
PAYROLL TAXES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

Proiected 

Federal Unemployment 3,933 
State Unemployment 5,894 

Total $260,296 $272,868 $293,770 

DOCKET NO. - 
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11 Caculated based on ratio of payroll taxes to labor for the twelve months ending June 30, 2002. 



Operating Revenues 
Sales 
Transportation 
Other 

Total Revenues 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 
Other O&M 
Total O&M 

Depreciation 
Taxes Other Than Income 
Current lncome Taxes 
Deferred lncome Taxes 
Total Expenses 

Operating lncome 

Rate Base 

Rate of Return 

MONTANA-DAKOTA UTILITIES CO. 
INCOME STATEMENT 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

Total South 

DOCKET NO. - 
RULE 20:10:13:96 
STATEMENT M 
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Company Dakota Other Reference 

$1 52,946,954 $30,893,615 $122,053,339 Statement I 
2,861,691 453,665 2,408,026 Statement I 

716,353 147,425 568,928 Statement I 
156,524,998 31,494,705 125,030,293 

106,488,405 21,351,949 85,136,456 Statement H 
30,893,010 6,262,739 24,630,271 Statement H 

137,381,415 27,614,688 109,766,727 
8,162,517 1,607,620 6,554,897 Statement J 
4,618,758 719,996 3,898,762 Statement L 
3,437,679 546,059 2,891.620 Statement K 
(1,757,478) (1 07,226) (1,650;252) Statement K 

151,842,891 30,381,137 121,461,754 



MONTANA-DAKOTA UTILITIES CO. 
AVERAGERATEBASE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 
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Total South 
Company Dakota Other Reference 

Gas Plant in Service $1 91,084,175 $38,932,377 $1 52,151,798 Statement D 
Accumulated Reserve for Depreciation 1 16,333,747 22,878,024 93,455,723 Statement E 

Net Gas Plant in Service 74,750,428 16,054,353 58,696,075 

CWlP in Service Pending Reclassification 882,281 264,640 617,641 Statement D 
Total Gas Plant in Service 75,632,709 16,318,993 59,313,71 6 

Additions 
Materials and Supplies 
Fuel Stocks 
Prepayments 
Gas in Underground Storage 
Other 
Total Additions 

1,286,063 290,358 995,705 Statement F 
17,173 0 17,173 

197,969 50,818 147,151 Statement F 
2,901,924 0 2,901,924 

423,894 1 74,494 249,400 Statement F 
4,827,023 51 5,670 4,311,353 

Total Before Deductions $80,459,732 $1 6,834,663 $63,625,069 

Deductions 
Accumulated Deferred Income Taxes 10,802,842 1,840,886 8,961,956 Statement K 
Accumulated Investment Tax Credits 593,281 39,658 553,623 Statement K 
Customer Advances 
Total Deductions 

781,327 124,337 656,990 Statement F 
12,177,450 2,004,881 10,172,569 

Total Rate Base $68,282,282 $14,829,782 $53,452,500 



Operating Revenues 

MONTANA-DAKOTA UTILITIES CO. 
INCOME STATEMENT 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

Proiected 
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Per Books 2002 2003 

Sales $30,893,615 $36,478,724 $36,834,005 
Transportation 453,665 360,948 352,589 
Other 147,425 147,425 147,425 

Total Revenues 31,494,705 36,987,097 37,334,019 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 21,351,949 26,720,886 26,946,077 
Other O&M 6,262,739 6,672,199 7,292,809 
Total O&M 27,614,688 33,393,085 34,238,886 

Depreciation 1,607,620 1,685,586 1,837,574 
Taxes Other Than Income 71 9,996 720,517 775,067 
Current Income Taxes 546,059 (922,519) (620,957) 
Deferred Income Taxes (1 07,226) 1,225,620 679,817 
Total Expenses 30,381,137 36,102,289 36,91 0,387 

Operating Income $1,113,568 $884,808 $423,632 

Rate Base 

Rate of Return 7.509% 5.930% 2.381 % 
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MONTANA-DAKOTA UTILITIES GO. 
AVERAGE RATE BASE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED JUNE 30,2002 

PROJECTED 2002-2003 

Gas Plant in Service 
Accumulated Reserve for Depreciation 

Net Gas Plant in Service 

CWlP in Service Pending Reclassification 
Total Gas Plant in Service 

Additions 
Materials and Supplies 
Prepayments 
Other 
Total Additions 

Total Before Deductions 

Deductions 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credits 
Customer Advances 
Total Deductions 

Total Rate Base 

Projected 
6130102 2002 2003 

$38,932,377 $39,868,312 $43,732,810 
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PRO FORMA OPERATING INCOME AND RATE OF RETURN 
REFLECTING ADDITIONAL REVENUE REQUIREMENTS 

GAS UTILITY - SOUTH DAKOTA 

2003 Pro Forma 
Before Reflecting 

Additional Additional 
Revenue Re- Revenue Revenue 
quirements I 'Requirements I Requirements 

Operating Revenues 
Sales $36,834,005 1 $2,373,724 1 $39,007,729 
Transportation 352,589 352,589 
Other 

Total Revenues 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 26,946,077 
Other O&M 

Total O&M 
Depreciation 1,837,574 1,837,574 
Taxes Other Than Income 775,067 3,261 778,328 
Current Income Taxes (620,957) 760,803 139,846 
Deferred Income Taxes 679,817 679,817 

Total Expenses 36,910,387 764,064 37,674,451 

Operating Income $423,632 $1,409,660 $1,833,292 

Rate Base 

1 Rate of Return 2381% 10303%1 
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CLASS COST OF SERVICE STUDY 

Part A - Reports 

Part B - Allocation Assignment Report 

Part C - Allocation Factor Report 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
COST OF SERVICE BY COMPONENT 

Total Residential Firm General 
Cost of Service By Component South Dakota Demand Energy Customer 1 Demand Energy Customer I 

Projected Rate Base 

Operating lncome for Proposed Return 
Projected Operating lncome 
lncrease in Operating lncome 

Related Taxes for lncrease 
Federal lncome 
South Dakota Gross Receipts Tax 
Total lncrease in Revenue 

Projected Revenues before lncrease 

Total Cost of Service 
Required From Rates 

Less Projected Cost of Gas 

Net Distribution Costs 

Billing Units at Customer 
Dk Throughput 
Bills 

Unit Cost of Service 
$ Per Dk 
$ Per Customer Per Month 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
COST OF SERVICE BY COMPONENT 

Firm Contract Air Force 
Cost of Service By Component Demand Energy Customer I Demand Energy Customer 1 

Projected Rate Base 

Operating lncome for Proposed Return 
Projected Operating lncome 
lncrease in Operating lncome 

Related Taxes for lncrease 
Federal lncome 
South Dakota Gross Receipts Tax 
Total lncrease in Revenue 

Projected Revenues before lncrease 

Total Cost of Service 
Required From Rates 

Less Projected Cost of Gas 

Net Distribution Costs 

Billing Units at Customer 
Dk Throughput 
Bills 

Unit Cost of Service 
$ Per Dk 
$ Per Customer Per Month 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
COST OF SERVICE BY COMPONENT 

Small Interruptible Large Interruptible 
Cost of Service By Component I Demand Energy Customer I Demand Energy Customer I 

Projected Rate Base 60,284 7 1 201,579 93,701 136 84,247 

Operating income for Proposed Return 6,211 7 20,769 9,654 14 8,680 
Projected Operating income 
lncrease in Operating Income 

Related Taxes for lncrease 
Federal Income 9,692 (65,281) 34,170 15,065 (44,243) 6,979 
South Dakota Gross Receipts Tax 42 (280) 146 65 (190) 30 
Total Increase in Revenue 27,693 (186,518) 97,628 43,045 (126,410) 19,941 

Projected Revenues before Increase 55,183 300,121 41,025 35,938 350,340 31,783 

Total Cost of Service 
Required From Rates 

Less Projected Cost of Gas 

Net Distribution Costs 28,083 3,215 138,653 43,646 6,654 51,724 

Billing Units at Customer 
Dk Throughput 
Bills 

Unit Cost of Service 
$ Per Dk 
$ Per Customer Per Month 



Projected 
Operating lncome and 

Rate of Return 

Operating Revenues 

Operating Expenses 
O&M Cost of Purchased Gas 
Other O&M Expense 

Total Operation & Maint. Exp. 

Depreciation 
Taxes Other Than lncome Taxes 
Fed. & State Inc. Taxes - Current 
Deferred lncome Taxes 

Total Operating Expenses 

Operating lncome 

Rate Base 

Rate of Return 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
SUMMARY REPORT 
PROJECTED 2003 

Total Firm Small Large 
South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

37,334,Ol 5 20,662,526 1 1,661,457 2,442,325 1 ,753,317 396,329 418,061 



Projected 
Rate Base 

Gas Plant in Service 

Less: Accumulated Depreciation 

Net Gas Plant in Service 

CWlP in Service 

Total Plant 

Additions 
Materials & Supplies 
Unamortized Gas IRP Costs - Other 
Prepaid Insurance 
Total Additions 

Total Before Deductions 

Deductions 
Accumulated Deferred Income Tax 
Investment Tax Credit Balance 
Customer Advances For Constr. 

Total Deductions 

Total Rate Base 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
RATE BASE REPORT 

PROJECTED 2003 

Total Firm Small Large 
South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

43,732,811 29,062,170 13,316,761 319,149 38,749 604,883 391,099 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
SUMMARY REPORT 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books 
Operating Income and Total Firm Small Large 

Rate of Return South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Operating Revenues 31,494,699 17,180,417 9,441,727 2,664,567 1,353,999 430,095 423,894 

Operating Expenses 
Cost of Gas 
Other O&M Expense 

Total Operation & Maint. Exp. 27,614,686 14,854,761 8,705,610 2,262,614 1,339,225 209,397 243,079 

Depreciation 1,607,616 1,067,612 494.158 10,489 869 22,817 11,671 
Taxes Other Than Income Taxes 71 9,996 494,928 203,865 4,526 980 9,696 6,001 
Fed. & State Inc. Taxes - Current 546,060 243,889 17,253 149,918 13,694 64,476 56,830 
Deferred Income Taxes (107,221) (22,869) (39,250) (27,765) (1 7,261) 799 (875) 

Total Operating Expenses 30,381,137 16,638,321 9,381,636 2,399,782 1,337,507 307,185 316,706 

Operating Income 1,113,562 542,096 60,091 264,785 16,492 122,910 107,188 

Rate Base 16,886,225 11,197,048 5,123,183 126,126 20,204 249,580 170,084 

Rate of Return 6.594% 4.841 % 1 .I 73% 209.937% 81.627% 49.247% 63.021 % 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PLANT IN SERVICE 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books Total Firm Small Large 
Plant in Service South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Distribution Plant 
Mains 
Structures & Improvements 
Meas. & Reg. Sta. Eqpt. - General 
Meas. & Reg. Sta. Eqpt. - City Gate 
Service Regulators 
Indust. Meas. & Reg. Sta. Eqpt. 
Services 
Meters 
CNG Refueling Station 
Cathodic Protection & Other Equipment 
Land & Land Rights 
Total Distribution Plant 

General Plant 

Common Plant 

Gas Plant Leased to Others 

Total Gas Plant in Service 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ACCUMULATED RESERVE FOR DEPRECIATION 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books 
Accumulated Reserve Total Firm Small Large 

for Depreciation South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Distribution Plant 
Mains 
Structures & Improvements 
Meas. & Reg. Sta. Equip. - General 
Meas. & Reg. Sta. Equip. - City Gate 
Services 
Meters 
Service Regulators 
Indust. Meas. & Reg. Sta. Eqpt. 
Other Property on Customer Prem. 
Cathodic Protection & Other Equipment 
Land Rights 
Total Distribution Reserve 

General Plant 

Common Plant 

Gas Plant Leased to Others 

Total Accumulated 
Reserve for Depreciation 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
CONSTRUCTION WORK IN PROGRESS 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books 
CWlP in Service Total Firm Small Large 

Pending Classification South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

CWlP in Service Pending 
Classification 264,640 175,864 80,583 1,931 234 3,661 2,367 

Total Construction Work in Progress 
in Service Pending Classification 264,640 175,864 80,583 1,931 234 3,661 2,367 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
OPERATING REVENUES 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books Total Firm Small Large 
Operating Revenues South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Residential 
Firm General 
Firm Contract 
Air Force 
Small lnterruptible 
Large lnterruptible 
Unbilled Revenue 
Total Gas Sales and Transport Revenue 

Other Operating Revenue 
Miscellaneous 
Reconnect Fees 
NSF Check Fees 
Work for Contractors, Municipal & Others 
Energy Diversion 
CNG Compression & O&M Charges 

Rent From Gas Property 
Other Gas Revenues 
Miscellaneous 
Transport and Penalty Revenue - Net 

Total Other Operating Revenue 

Total Gas Operating Revenues 



Per Books 
Operation and 

Maintenance Expenses 

Cost of Purchased Gas 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
OPERATION & MAINTENANCE EXPENSES 
TWELVE MONTHS ENDED JUNE 30,2002 

Production Expenses 
Other Gas Supply Expenses 

Total Production Expense 

Distribution Expenses 
Operation 
Load Dispatch 
Mains and Services 
Measuring Stations - General 
Measuring Stations - Industrial 
Measuring Stations - City Gate 
Meters & House Regulators 
Customer Installations 
Other Gas Distribution 
Rents 
Supervision & Engineering 

Total Operation Expense 

Maintenance 
Structures & Improvements 
Mains 
Measuring Stations - General 
Measuring Stations - Industrial 
Measuring Stations - City Gate 
Services 
Meters & House Regulators 
Other Equipment 
Supervision & Engineering 
Total Maintenance Expense 

Total Firm Small Large 
South Dakota Residential General Firm Contract Air Force Interruptible lnterruptible 

21,351,949 10,383,254 7,087,808 2,230,621 1,327,230 127,717 195,319 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
OPERATION & MAINTENANCE EXPENSES 
TWELVE MONTHS ENDED JUNE 30,2002 

Per Books 
Operation and Total Firm Small Large 

Maintenance Expenses South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Total Distribution Expenses 

Customer Accounts 
Meter Reading 
Customer Records & Collection 
Uncollectible Accounts 
Miscellaneous Customer Accounts 
Customer Service & Information 
Sales Expenses 
Administration & General Expenses 

Total Gas O&M Expenses 

O&M Excl. Gas Cost and A&G 
O&M Excl. Cost of Gas 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
DEPRECIATION EXPENSE 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books Total Firm Small Large 
Depreciation Expense South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Distribution Plant 
Mains 
Structures 
Meas. & Reg. Sta. General 
Meas. & Reg. Sta. - City Gate 
Services 
Meters 
Service Regulators 
Measuring & Reg. Eqpt. - Indust. 
Other Property on Cust. Prem. 
Cathodic Protection & Other Equipment 
Land Rights 
Total Distribution Plant 

General Plant 

Common Plant 

Gas Plant Leased to Others 

Total Depreciation Expense 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
TAXES OTHER THAN INCOME TAXES 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books Total Firm Small Large 
Taxes Other Than Income South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Ad Valorem Taxes 387,047 257,208 I 17,857 2,825 343 5,353 3,461 

Other Taxes - Payroll, Franchise, Other 332,949 237,720 86,008 1,701 637 4,343 2,540 

Total Taxes Other Than Income 71 9,996 494,928 203,865 4,526 980 9,696 6,001 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
DEFERRED INCOME TAXES 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books Total Firm Small Large 
Deferred Income Taxes South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Reserve For Deferred Maintenance 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 
Restricted Stock Bonus Plan 
FAS 106 - OPRB 
Deferred Compensation - Directors 
Board of Directors - Retirement Benefits 
Demand Charges 
PCB Related Income 
Liberalized Deprec. & 0th. Prop. Tim. Diff. 
Unrecovered Purchased Gas Costs 
Rate Case Expense 
Amort. of Loss on Bond Retirements 
FAS 106 Deferred Expense 
Gas IRP 
ClosinglFiling and Out of Period 

Total Gas Charges 

Accumulated Balance 6/30/02 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
INCOME TAXES 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books Total Firm Small Large 
Income Taxes South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Operating Revenue 

Operation & Maintenance Expense 
Depreciation Expense 
Taxes Other Than lncome 
Total Operating Expense 

Interest Expense 

Total Expenses 

Taxable Income Before Adjustments 

Tax Deductions 
Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Reserve For Deferred Maintenance 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 
Restricted Stock Bonus Plan 
FAS 106 - OPRB 
Deferred Compensation-Directors 
Board of Directors - Retirement Benefits 
Demand Charges 
PCB Related lncorne 
Plant Reclassification 
Liberalized Depreciation & OPTD 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
INCOME TAXES 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books Total Firm Small Large 
Income Taxes South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Contributions in Aid of Construction 
Purchased Gas Cost Adjustment 
Amort. of Loss on Bond Retirements 
FAS 106 - Deferred Expense 
Gas IRP 
Disallowed Meals & Entertainment 
Federal Non-Hwy. Use Tax Credit 
Preferred Dividend Paid Deduction 
Total Deductions & Adjustments 

Taxable lncome (Before State Income Tax) 

Less: State lncome Tax 
Federal Taxable lncome 

Federal lncome Tax @ Current Rate 
Plus: State lncome Tax 
Plus: Credits & Adjustments 

Federal and State lncome Taxes 

Rounding & Prior Year Adjustments 

Federal lncome Tax Computed 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
WORKING CAPITAL 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books Total Firm Small Large 
Working Capital South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Materials & Supplies 299,633 199,119 91,239 2,186 265 4,144 2,680 

Prepaid Insurance 55,991 37,208 17,050 408 50 774 501 

Unamortized Gas IRP Costs - Other 166,563 1 18,924 43,027 851 319 2,172 1,270 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
RATE BASE REPORT 

TWELVE MONTHS ENDED JUNE 30,2002 

Per Books Total Firm Small Large 
Rate Base South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Gas Plant in Service 

Less: Accumulated Depreciation 

Net Gas Plant in Service 

CWlP in Service 

Total Plant 

Additions 
Materials & Supplies 
Unamortized Gas IRP Costs - Other 
Prepaid Insurance 
Total Additions 

Total Before Deductions 

Deductions 
Accumulated Deferred Income Tax 
Investment Tax Credit Balance 
Customer Advances For Constr. 

Total Deductions 

Total Rate Base 



Projected Changes 
in Operating Income 

Revenue @ Current Rates 
Sales Revenue 
Unbilled Revenue 

Total Revenue 

Cost of Gas 

Labor Expense 
Other Gas Supply 
Distribution 
Customer Accounts 
Customer Service & Information 
Sales 
Administrative & General 

Total Labor Expense 

Benefits Expense 

Insurance Expense 

Advertising Expense 

Postage Expense 

Industry Dues 

Rate Case Expense 

All Other O&M 

Total Other O&M 

Depreciation Expense 

MONTANA-DAKOTA UTILITIES 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PROJECTED CHANGES IN OPERATING INCOME 

Total Firm Small Large 
South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 



MONTANA-DAKOTA UTILITIES 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PROJECTED CHANGES IN OPERATING INCOME 

Projected Changes Total Firm Small Large 
in Operating Income South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Taxes Other than lncome 
Ad Valorem Tax 21,598 14,352 6,577 157 19 299 194 
Other Taxes - Payroll, Franchise, Other 33,474 23,900 8,648 170 64 437 255 

Total Taxes Other than Income 55,072 38,252 15,225 327 83 736 449 

Current lncome Tax 
Interest Expense 
Other Tax Deductions 

Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Reserve for Deferred Maintenance 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 
Restricted Stock Bonus Plan 
FAS 106-OPRB 
Deferred Compensation - Directors 
BOD Retirement Benefits 
Demand Charges 
PCB Related lncome 
Plant Reclassification 
Liberalized Depreciation & Other 
Contributions in Aid of Construction 
Purchased Gas Cost Adjustment 
Amortization of Loss on Bond Retirements 
FAS 106 Deferred Expense 
Meals & Entertainment 
Federal Nonhwy Use Tax Credit 

Total Other lncome Tax Deductions 



MONTANA-DAKOTA UTILITIES 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PROJECTED CHANGES IN OPERATING INCOME 

Projected Changes Total Firm Small Large 
in Operating Income South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Deferred lncome Taxes 
Management Incentive Compensation 1 1,356 
Pension Expense (146,633) 
Sundry Reserves (1,110) 
Reserve for Deferred Maintenance (1,036) 
Property Insurance Adjustment 3,902 
Bad Debt Expense (17,665) 
Accrued Vacation (9,307) 
Capitalized Overheads 63,090 
Customer Advances (335) 
Restricted Stock Bonus Plan (9,450) 
FAS 106 (5,565) 
Deferred Compensation - Directors 2,896 
BOD Retirement Benefits 44,823 
Demand Charges (4,470) 
PCB Related Income 1,294 
Liberalized Deprec. & Other Prop Timing Diff (76,530) 
Unrecovered Purchased Gas Cost 1.115,135 
Amort of Loss on Bond Retirements 23,033 
FAS 106 Deferred Expense 5,552 
ClosinglFiling and Out of Period 

Total Deferred lncome Tax 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PROJECTED FEDERAL STATE INCOME TAXES 

Projected Total Firm Small Large 
Federal & State Income Taxes South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Projected Operating Revenues 

Projected Operating Expenses 
Cost of Gas 
Other 0&M Expense 

Total Operation & Maint. Exp. 

Projected Depreciation 
Projected Taxes Other 
Total Projected Operating Expense 

Projected Operating lncome Before Taxes 

Projected Interest Expense 
Preferred Dividend Deduction 
Projected Other Tax Deductions 

Projected Taxable lncome 
Projected Federal & State lncome Taxes 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PROJECTEDCHANGESINRATEBASE 

Projected Changes Total Firm Small Large 
in Rate Base South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Plant in Service 
Distribution Plant 
General Plant 
Common Plant 

Total Plant 

Accumulated Reserve 
Distribution Plant 
General Plant 
Common Plant 

Total Accumulated Res 

Elimination of CWlP in Service (264,640) (1 75,864) (80,583) (1,931) (234) (3,661 (2,367) 

Additions to Rate Base: 
Materials & Supplies 
Prepayments 
Unamortized FAS 106 Costs - Other (15,865) (1 1,327) (4,098) (81) (208j (121) 

Total Additions (62,838) (42,543) (1 8,400) (424) (72) (858) (541) 

Deductions to Rate Base: 
Accumulated Deferred Income Taxes (1 54,288) (102,531) (46,981) (1,126) (137) (21  34) (1,379) 
Accumulated Investment Tax Credits (14,924) (9,918) (4,544) (109) (13) (207) (133) 
Customer Advances 

Total Adjustments 

Total Rate Base 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED JUNE 30,2002 

DOCKET NO. - 
RULE 20:10:13:97 
STATEMENT N 
PART B 
PAGE I OF 9 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  
PLANT IN SERVICE: 

Structures & lmprovements 

Mains 

Meas. & Reg. Sta. Equip. - General 

Meas. & Reg. Sta. Equip. - City Gate 

Service Regulators 

Indust. Meas. & Reg. Sta. Equip. 

Services 
Meters 

Other Property on Customer Premise 
Cathodic Protection & Other Equipment 

Land & Land Rights 
Total General Plant 
Total Common Plant 
Gas Plant Leased to Others 

ACCUMULATED RESERVE FOR DEPRECIATION REPORT: 
Structures & Improvements 9,972 
Mains 12,423,375 
Meas. & Reg. Sta. Equip. - General 1 05,319 
Meas. & Reg. Sta. Equip. - City Gate 36,275 
Services 4,925,118 
Meters 2,150,241 
Service Regulators 326,174 
Indust. Meas. & Reg. Sta. Equip. 20,104 
Other Property on Customer's Premises 129,298 
Cathodic Protection & Other Equipment 82,527 
Land Rights 4,958 
Total General Plant 2,231,366 
Total Common Plant 945,105 
Gas Plant Leased to Others (91 ) 

CONSTRUCTION WORK IN PROGRESS REPORT: 

CWlP in Service pending Classification 264,640 

13 Distribution Mains 
Direct to Air Force Customer 

9 Average Customers @ Distribution 
5 2-Day Peak @ Distribution 

13 Distribution Mains 
Direct to Firm General Customer 
Direct to Air Force Customer 
Direct to Small Int. Customer 
Direct to Large Int. Customer 

10 Wtd Customers Excl. AF, LI & Firm Contract 
Direct to Firm General Customer 
Direct to Small Int. Customer 
Direct to Large Int. Customer 
Direct to Large Int. Customer 
Direct to Small Int. Customer 

10 Wtd Customers Excl. AF, LI & Firm Contract 

10 Wtd Customers Excl. AF, LI & Firm Contract 

Direct to Firm Contract 
13 Distribution Mains 
13 Distribution Mains 

Direct to Air Force Customer 
13 Distribution Mains 
15 Distribution Plant 
15 Distribution Plant 
15 Distribution Plant 

I 7  Structures & lmprovements 
13 Distribution Mains 
18 Meas. & Reg. Sta. Eqpt.- General 
19 Meas. & Reg. Eqpt.- City Gate 

10 Wtd Customers Excl. AF, LI & Firm Contract 
10 Wtd Customers Excl. AF, LI & Firm Contract 
20 Service Regulators 
21 Ind. Meas. & Reg. Sta. Eqpt. 
13 Distribution Mains 
13 Distribution Mains 
13 Distribution Mains 

15 Distribution Plant 
15 Distribution Plant 
15 Distribution Plant 

15 Distribution Plant 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED JUNE 30,2002 

DOCKET NO. - 
RULE 20:10:13:97 
STATEMENT N 
PART B 
PAGE 2 OF 9 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  

OPERATING REVENUE REPORT: 
Residential 

Firm General 

Firm Contract 

Air Force 

Small Interruptible 

Large lnterruptible 

Unbilled Revenue 
Other Operating Revenue 

Reconnect Fees 
NSF Check Fees 
Work for Contractors, Municipalities & Others 
Energy Diversion 
CNG Compression & 0&M Charges 

Rent From Gas Property 
Other Gas Revenues 
Miscellaneous Revenues 
Transport & Sales Penalty Revenue - Net 

OPERATION & MAINTENANCE EXPENSE REPORT: 

Cost of Purchased Gas 

Direct to Residential Demand 
Direct to Residential Energy 
Direct to Residential Customer 
Direct to Firm General Demand 
Direct to Firm General Energy 
Direct to Firm General Customer 
Direct to Firm Contract Demand 
Direct to Firm Contract Energy 
Direct to Firm Contract Customer 
Direct to Air Force Demand 
Direct to Air Force Energy 
Direct to Air Force Customer 
Direct to Small Int. Demand 
Direct to Small Int. Energy 
Direct to Small Int. Customer 
Direct to Large Int. Demand 
Direct to Large Int. Energy 
Direct to Large Int. Customer 
Sales Revenue 

Average Res. & Firm General Cust. 
Average Res. & Firm General Cust. 
Net Gas Plant in Service 
Net Gas Plant in Service 
Net Gas Plant in Service 
Net Gas Plant in Service 

O&M Excl. Cost of Gas 
Sales & Transportation Rev. 

Direct to Residential Demand 
Direct to Residential Energy 
Direct to Firm General Demand 
Direct to Firm General Energy 
Direct to Firm Contract Demand 
Direct to Firm Contract Energy 
Direct to Air Force Demand 
Direct to Air Force Energy 
Direct to Small Int. Demand 
Direct to Small Int. Energy 
Direct to Large Int. Demand 
Direct to Large Int. Energy 



DOCKET NO. - 
RULE 20:l O:l3:Q7 
STATEMENT N 
PART B 
PAGE 3 OF 9 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED JUNE 30,2002 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  
Other Gas Supply Expenses 64,321 3 Dk Sales 
Operation Supervision & Maintenance 
Load Dispatch 
Mains & Services 
Measuring Stations - General 
Measuring Stations - Industrial 
Measuring Stations - City Gate 
Meters & House Regulators 
Customer Installations 
Other Gas Distribution 
Rents 
Maintenance Supervision & Engineering 
Structures & lmprovements 
Mains 
Measuring Stations - General 
Measuring Stations - Industrial 
Measuring Stations - City Gate 
Services 
Meters & House Regulators 
Other Equipment 
Customer Accounts 
Meter Reading 
Customer Records & Collection 
Uncollectible Accounts 
Miscellaneous Customer Accounts 
Customer Service & Info. 
Sales Expenses 
Administration & General 

DEPRECIATION EXPENSE REPORT: 

Mains 
Structures 
Meas. & Reg. Sta. - General 
Meas. & Reg. Sta. - City Gate 
Services 
Meters 
Service Regulators 
Measuring & Reg. Equip. - Indust. 
Other Property on Customer's Premises 
Cathodic Protection & Other Equipment 
Land Rights 
Total General Plant 
Total Common Plant 
Gas Plant Leased to Others 

27 All Other Dist. Operation Exp. 
1 Dk Throughput 

22 Mains & Services 
18 Meas. & Reg. Sta. Eqpt.- General 
21 Ind. Meas. & Reg. Sta. Eqpt. 
19 Meas. & Reg. Eqpt.- City Gate 
16 Meters & Regulators 
10 Wtd Customers Excl. AF, LI & Firm Contract 
27 All Other Dist. Operation Exp. 
27 All Other Dist. Operation Exp. 

28 All Other Dist. Maintenance Exp. 
17 Structures & lmprovements 
13 Distribution Mains 
18 Meas. & Reg. Sta. Eqpt.- General 
21 Ind. Meas. & Reg. Sta. Eqpt. 
19 Meas. & Reg. Eqpt.- City Gate 
12 Weighted Customers @ Distribution 
16 Meters & Regulators 
28 All Other Dist. Maintenance Exp. 
8 Average Customers 

10 Wtd Customers Excl. AF, LI & Firm Contract 
8 Average Customers 
8 Average Customers 
8 Average Customers 
8 Average Customers 

8 Average Customers 
30 O&M Excl. Gas Cost and A&G 

13 Distribution Mains 
17 Structures & lmprovements 
18 Meas. & Reg. Sta. Eqpt.- General 
19 Meas. & Reg. Eqpt.- City Gate 

10 Wtd Customers Excl. AF, LI & Firm Contract 
10 Wtd Customers Excl. AF, LI & Firm Contract 
20 Service Regulators 
21 Ind. Meas. & Reg. Sta. Eqpt. 
13 Distribution Mains 

13 Distribution Mains 
13 Distribution Mains 

15 Distribution Plant 
15 Distribution Plant 
15 Distribution Plant 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED JUNE 30,2002 

DOCKET NO. - 
RULE 20:10:13:97 
STATEMENT N 
PART B 
PAGE 4 OF 9 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  
TAXES OTHER THAN INCOME REPORT: 

Ad Valorem Taxes 
Other Taxes - Payroll, Franchise, Other 

DEFERRED INCOME TAXES REPORT: 

Management lncentive Compensation 
Pension Expense 
Sundry Reserves 
Reserve For Deferred Maintenance 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances Total 
Restricted Stock Bonus Plan 
FAS 106 -0PRB 
Deferred Compensation - Directors 
Board of Directors - Retirement Benefits 
Demand Charges 
PCB Related Income 
Liberalized Deprec. & Other Prop. Timing Differ. 
Unrecovered Purchased Gas Costs 
Rate Case Expense 
Amort. of Loss on Bond Retirements 
FAS 106 Deferred Expense 
Gas IRP 
ClosingIFiling and Out of Period & FedIState FAS 
Accumulated Balance 6130102 

INCOME TAXES REPORT: 

Interest Charges 
Deductions 
Management lncentive Compensation 
Pension Expense 
Sundry Reserves 
Reserve For Deferred Maintenance 
Property lnsurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 

387,047 15 Distribution Plant 
332,949 31 O&M Excl. Cost of Gas 

25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
23 Sales & Transportation Rev. 
31 O&M Excl. Cost of Gas 
25 Total Gas Plant in Service 
11 Average Res. & Firm General Cust. 
31 O&M Excl. Cost of Gas 
31 O&M Excl. Cost of Gas 
31 O&M Excl. Cost of Gas 
31 O&M Excl. Cost of Gas 
2 2-Day Peak Sales 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
33 Total Gas Costs 
30 O&M Excl. Gas Cost and A&G 
24 Net Gas Plant in Service 
31 O&M Excl. Cost of Gas 
3 Dk Sales 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 

24 Net Gas Plant in Service 

25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
23 Sales & Transportation Rev. 
31 0&M Excl. Cost of Gas 
25 Total Gas Plant in Service 
11 Average Res. & Firm General Cust. 
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ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED JUNE 30,2002 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  
Restricted Stock Bonus Plan 27,001 31 O&M Excl. Cost of Gas 
FAS 106 - OPRB 
Deferred Compensation - Directors 
Board of Directors - Retirement Benefits 
Demand Charges 
PCB Related lncome 
Plant Reclassification 
Liberalized Depreciation & OPTD 
Contributions in Aid of Construction 
Purchased Gas Cost Adjustment 
Rate Case Expense 
Amort. of Loss on Bond Retirements 
FAS 106 - Deferred Expense 
Gas IRP 
Disallowed Meals & Entertainment 
Federal Non-Hwy. Use Tax Credit 

Preferred Dividend Paid Deduction 
State lncome Tax 
Rounding & Prior Year Adjustments 
Taxable lncome @ Federal Tax Rate 
Credits & Adjustments 

WORKING CAPITAL REPORT: 

Materials & Supplies 
Prepaid Insurance 
Unamortized FAS 106 Costs - Other 

RATE BASE REPORT: 

Investment Tax Credit Balance 
Customer Advances for Const. 

31 O&M Excl. Cost of Gas 
31 O&M Excl. Cost of Gas 
31 O&M Excl. Cost of Gas 
2 2-Day Peak Sales 

25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 

33 Total Gas Costs 
30 O&M Excl. Gas Cost and A&G 
24 Net Gas Plant in Service 
31 O&M Excl. Cost of Gas 
24 Net Gas Plant in Service 
31 O&M Excl. Cost of Gas 
25 Total Gas Plant in Service 

25 Total Gas Plant in Service 
35 Taxable lncome 
25 Total Gas Plant in Service 

Direct Input 
40 Total Tax Deductions & Adjustments 

299,635 15 Distribution Plant 
55,991 25 Total Gas Plant in Service 

166,563 31 O&M Excl. Cost of Gas 

(33,248) 25 Total Gas Plant in Service 
(35,298) 11 Average Res. & Firm General Cust. 
(1 6,199) Direct to Firm General 
(10,881) Direct to Firm General 
(1 6,068) Direct to Firm General 
(1 7,905) Direct to Firm General 

COST OF SERVICE BY COMPONENT REPORT: 

Operating Income for Proposed Return 10.303% 

Related Taxes for Increase 
Inverse Tax Rate for Federal & State Income 65.000% 
Effective Federal Tax Rate 35.000% 
Gross Receipts Tax Rate 0.15% 
Inverse of Combined Tax Rate 64.85% 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED JUNE 30,2002 
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L I N E  I T E M  A L L O C A T I O N  F A C T O R  
Billing Units @ Customer 
Dk Throughput (Projected 2003) 

Bills (Average Customers * 12) 

ADJUSTMENTS TO OPERATING INCOME: 

Revenue: 
Projected 2003 @ Current Rates 

Residential 

Firm General 

Firm Contract 

Air Force 

Small Interruptible 

Large Interruptible 

Unbilled Revenues 

Cost of Gas 
Current Cost of Purchased Gas 

3,151,151 Direct to Residential Energy 
2,151,036 Direct to Firm General Energy 

625,741 Direct to Firm Contract Energy 
569,719 Direct to Air Force Energy 
403,210 Direct to Small Int. Energy 
747,790 Direct to Large Int. Energy 

430,092 Direct to Residential Customer 
58,560 Direct to Firm General Customer 

12 Direct to Firm Contract Customer 
12 Direct to Air Force Customer 

504 Direct to Small Int. Customer 
132 Direct to Large Int. Customer 

Direct to Residential Demand 
Direct to Residential Energy 
Direct to Residential Customer 
Direct to Firm General Demand 
Direct to Firm General Energy 
Direct to Firm General Customer 
Direct to Firm Contract Demand 
Direct to Firm Contract Energy 
Direct to Firm Contract Customer 
Direct to Air Force Demand 
Direct to Air Force Energy 
Direct to Air Force Customer 
Direct to Small Int Demand 
Direct to Small Int Energy 
Direct to Small Int Customer 
Direct to Large Int Demand 
Direct to Large Int Energy 
Direct to Large Int Customer 

26 Sales Revenue 

190,190 Direct to Residential Demand 
2,855,659 Direct to Residential Energy 

105,253 Direct to Firm General Demand 
1,973,900 Direct to Firm General Energy 

1,294 Direct to Firm Contract Demand 
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L I N E  I T E M  A L L O C A T I O N  F A C T O R  
(16,259) Direct to Firm Contract Energy 
(1 6,313) Direct to Air Force Demand 
405,646 Direct to Air Force Energy 

(4,800) Direct to Small Int Demand 
42,264 Direct to Small Int Energy 
(2,352) Direct to Large Int Demand 
59,646 Direct to Large Int Energy 

Other O&M Expense 
Labor Expense 

Other Gas Supply 
Distribution 
Customer Accounts 
Customer Service & Information 
Sales 
Administrative & General 

Benefits Expense 
lnsurance Expense 
Advertising Expense 
Postage Expense 
Industry Dues 
Rate Case Expense 
All Other O&M 

Depreciation Expense 

Taxes Other Than lncome 
Ad Valorem Taxes 
Other Taxes - Payroll, Franchise, Other 

Current lncome Taxes 
Interest Expense 
Other Tax Deductions 

Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Reserve for Deferred Maintenance 
Property lnsurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 
Restricted Stock Bonus Plan 
FAS 106 - OPRB 
Deferred Compensation 
BOD Retirement 
Demand Charges 
PCB Related lncome 

30 O&M Excl. Cost of Gas and A&G 
39 Distribution O&M 
38 Customer Expense Accounts O&M 
8 Average Customers 
8 Average Customers 

30 O&M Excl. Cost of Gas and A&G 
30 O&M Excl. Cost of Gas and A&G 
30 0&M Excl. Cost of Gas and A&G 
8 Average Customers 
8 Average Customers 

30 O&M Excl. Cost of Gas and A&G 
30 O&M Excl. Cost of Gas and A&G 
31 O&M Excl Cost of Gas 

229,954 15 Distribution Plant 

21,597 15 Distribution Plant 
33,474 31 O&M Excl Cost of Gas 

26,651 24 Net Gas Plant in Service 

25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
23 Sales & Transportation Rev. 
31 O&M Excl. Cost of Gas 
25 Total Gas Plant in Service 
11 Average Res. & Firm General Cust. 
31 O&M Excl. Cost of Gas 
31 O&M Excl Cost of Gas 
31 O&M Excl Cost of Gas 
31 0&M Excl Cost of Gas 
2 2-Day Peak Sales 

25 Total Gas Plant in Service 
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L I N E  I T E M  A L L O C A T I O N  F A C T O R  
Plant Reclassification (17,187) 25 Total Gas Plant in Service 
Liberalized Depreciation & Other 
Contributions in Aid of Construction 
Purchased Gas Cost Adjustment 
Amortization of Loss on Bond Retirements 
FAS 106 Deferred Expense 
Meals & Entertainment 
Federal Nonhwy Use Tax Credit 

Deferred Income Taxes 
Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Reserve for Deferred Maintenance 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 
Restricted Stock Bonus Plan 
FAS 106 
Deferred Compensation 
BOD Retirement 
Demand Charges 
PCB Related Income 
Liberalized Deprec & Other Prop Timing Diff 
Unrecovered Purchased Gas Cost 
Amort of Loss on Bond Retirements 
FAS 106 Deferred Expense 
ClosingIFiling and Out of Period 

ADJUSTMENTS TO RATE BASE: 

Plant in Service 
Distribution Plant 
General Plant 
Common Plant 

Accumulated Reserve 
Distribution Plant 
General Plant 
Common Plant 

CWlP in Service Pending Reclassification 

(220,262) 25 Total Gas Plant in Service 
705 25 Total Gas Plant in Service 

3,186,105 33 Total Gas Costs 
(16,763) 24 Net Gas Plant in Service 

(1) 31 O&M Excl Cost of Gas 
(6,559) 31 O&M Excl Cost of Gas 
2.701 25 Total Gas Plant in Service 

25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
23 Sales & Transportation Rev. 
31 O&M Excl. Cost of Gas 
25 Total Gas Plant in Service 
11 Average Res. & Firm General Cust. 
31 O&M Excl. Cost of Gas 
31 O&M Excl. Cost of Gas 
31 O&M Excl. Cost of Gas 
31 O&M Excl. Cost of Gas 
2 2-Day Peak Sales 

25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
33 Total Gas Costs 
24 Net Gas Plant in Service 
31 O&M Excl. Cost of Gas 
25 Total Gas Plant in Service 

1,788,388 15 Distribution Plant 
60,525 15 Distribution Plant 

443,816 15 Distribution Plant 

1,294,589 15 Distribution Plant 
(1 17,538) 15 Distribution Plant 

64,991 15 Distribution Plant 

(264,640) 15 Distribution Plant 
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L I N E  I T E M  A L L O C A T I O N  F A C T O R  
Additions to Rate Base: 

Materials & Supplies 
Prepayments 
Unamortized FAS 106 Costs - Other 

(46,104) 15 Distributin Plant 
(870) 25 Total Gas Plant in Service 

(1 5,864) 31 O&M Excl. Cost of Gas 

Deductions to Rate Base: 
Accumulated Deferred Income taxes (154,288) 25 Total Gas Plant in Service 
Accumulated Investment Tax Credits (14,924) 25 Total Gas Plant in Service 
Customer Advances (15,124) 11 Average Res & Firm Gneral Customers 
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Dk Throughput 

2-Day Peak Sales 

Dk Sales 

Dk Throughput @ Distribution 

2-Day Peak @ Distribution 

Average Customers 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED JUNE 30.2002 

Firm Contract Air Force 
I Demand Energy Customer I Demand Energy Customer I 

Average Customers @ Distribution 1 0 
0.000000% 0.000000% 0.002568% 0.000000% 0.000000% 0.000000% 

Weighted Customers Excl. AF, LI & Firm Contra 0 
0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 

Average Res. & Firm General Cust. 1 
0.000000% 0.000000% 0.002456% 0.000000% 0.000000% 0.000000% 

Weighted Customers @ Distribution 112 0 
0.000000% 0.000000% 0.20331 1 % 0.000000% 0.000000% 0.000000% 

Distribution Mains 198,196 0 161 0 0 0 



Dk Throughput 

2-Day Peak Sales 

Dk Sales 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED JUNE 30,2002 

Small Interruptible Large Interruptible 
Demand Energy Customer I Demand Energy Customer 1 

Dk Throughput @ Distribution 329,290 51 1,670 
0.000000% 5.122414% 0.000000% 0.000000% 7.959505% 0.000000% 

2-Day Peak @ Distribution 

Average Customers 

Average Customers @ Distribution 37 9 
0.000000% 0.000000% 0.095008% 0.000000% 0.000000% 0.0231 10% 

Weighted Customers Excl. AF, LI & Firm Contra 1,344 0 
0.000000% 0.000000% 2.3701 61 % 0.000000% 0.000000% 0.000000% 

Average Res. & Firm General Cust. 
0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 0.000000% 

Weighted Customers @ Distribution 1,184 1,008 
0.000000% 0.000000% 2.149288% 0.000000% 0.000000% 1.829800% 

Distribution Mains 104,301 0 5.968 162.118 0 1.452 



Distribution Plant 

Meters & Regulators 

Structures & Improvements 

Meas. & Reg. Sta. Eqpt.- General 

Meas. & Reg. Eqpt.- City Gate 

Service Regulators 

Ind. Meas. & Reg. Sta. Eqpt. 

Mains & Services 

Sales & Transportation Rev. 

Net Gas Plant in Service 

Total Gas Plant in Service 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED JUNE 30,2002 

Total Residential Firm General 
South Dakota Demand Energy Customer 1 Demand Energy Customer I 



Distribution Plant 

Meters & Regulators 

Structures & Improvements 

Meas. & Reg. Sta. Eqpt.- General 

Meas. & Reg. Eqpt.- City Gate 

Service Regulators 

Ind. Meas. & Reg. Sta. Eqpt. 

Mains & Services 

Sales & Transportation Rev. 

Net Gas Plant in Service 

Total Gas Plant in Service 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED JUNE 30,2002 

Firm Contract Air Force 
1 Demand Energy Customer 1 Demand Energy Customer 1 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED JUNE 30,2002 

Small Interruptible Large Interruptible 
Demand Enerav Customer I Demand Enerav Customer 1 

Distribution Plant 

Meters & Regulators 

Structures & Improvements 

Meas. & Reg. Sta. Eqpt.- General 

Meas. & Reg. Eqpt.- City Gate 

Service Regulators 

Ind. Meas. & Reg. Sta. Eqpt. 

Mains & Services 

Sales & Transportation Rev. 

Net Gas Plant in Service 

Total Gas Plant in Service 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTlLlN - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED JUNE 30,2002 

Total Residential Firm General 
South Dakota Demand Enerav Customer 1 Demand Enerav Customer I 

Sales Revenue 

All Other Dist. Operation Exp. 

All Other Dist. Maintenance Exp. 

O&M Excl. Gas Cost and A&G 

O&M Excl. Cost of Gas 

Total Cost of Gas 

Taxable Income 

Customer Account Expense O&M 

Distribution O&M 

Total Tax Deductions & Adjustments 
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Sales Revenue 

All Other Dist. Operation Exp. 

All Other Dist. Maintenance Exp. 

O&M Excl. Gas Cost and A&G 

O&M Excl. Cost of Gas 

Total Cost of Gas 

Taxable Income 

Customer Account Expense O&M 

Distribution O&M 

Total Tax Deductions & Adjustments 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED JUNE 30,2002 

Small Interruptible Large Interruptible 
Demand Energy Customer I Demand Energy Customer [ 



MONTANA-DAKOTA UTILITIES CO. 
REVENUES UNDER CURRENT AND PROPOSED RATES 

GAS UTILITY - SOUTH DAKOTA 

Proiected 2003 
Total 

Proposed 
Revenue 

$21,761,669 

Proposed 
Revenue 
lncrease 

$1,201,617 

Percent 
lncrease 

5.8% 

8.4% 

0.0% 

0.0% 

0.0% 

Customer ClasslRate Customers 11 Revenue 21 

$20,560,052 Residential - Rate 60 

Firm General Service - Rate 70 & 72 

Firm Contract Service Rate 

Air Force Service - Rate 64 

Small lnterruptible 
Sales - Rate 71 
Transport - Rate 81 

Total Small lnterruptible 

Large lnterruptible 
Sales - Rate 85 
Transport - Rate 82 

Total South Dakota 

11 Bills divided by 12. 
21 Rates effective as of December 1,2002. 
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MONTANA-DAKOTA UTILITIES CO. 
PGA TARIFF SHEET 

BLACK HILLS 
EFFECTIVE DECEMBER 2002 

Gas Cost Adiustment: 
Prior Cumulative Gas Cost Adjustment 

Residential & 
General Large Air 
Service Interruptible Force 

Current Gas Cost Adjustment (Exhibit B) $1 .I23 $1.1 97 $1 .A84 

Cumulative Gas Cost Adjustment $0.573 $0.963 $1.208 

Surcharge Adiustment: 
Current Adjustment 

TOTAL PGA 

TOTAL PGA - Current 

Net Increase (Decrease) 

Gas Cost Level in Base Rates 

Plus: Total PGA 

Total Gas Cost Level in Rates 
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MONTANA-DAKOTA UTILITIES CO. 
DESCRIPTION OF UTILITY OPERATIONS 

Montana-Dakota Utilities Co. (Montana-Dakota), a Division of MDU 

Resources Group, Inc. (Montana-Dakota) is an operating public utility engaged in 

the distribution and sale of natural gas and propane and the production, 

transmission, distribution and sale of electricity in North Dakota, eastern 

Montana, northern and western South Dakota and northern Wyoming. 

Montana-Dakota has a four-state natural gas system serving markets in 

North Dakota, including Bismarck, Dickinson, Jamestown, Minot and Williston; 

eastern Montana, including Billings, Glendive, Miles City and Wolf Point; western 

and central South Dakota, including Rapid City and Pierre; and several 

communities in northern Wyoming, including Sheridan. Montana-Dakota 

operates a propane vaporization distribution system in Hettinger, North Dakota. 

It also has an interconnected electric system serving markets in North Dakota, 

including Bismarck, Dickinson and Williston; eastern Montana, including 

Glendive, Miles City and Wolf Point; and northern South Dakota. The Company 

also has a separate electric system serving Sheridan, Wyoming and areas 

adjacent thereto. As of June 30, 2002, the Company supplied natural gas at 

retail to approximately 212,960 customers located in 141 communities and 

adjacent rural areas. As of the same date, Montana-Dakota supplied electricity 

to approximately I 16,660 customers located in 177 communities and adjacent 

rural areas. Montana-Dakota has obtained and holds valid and subsisting 



DOCKET NO. - 
RULE 20:10:13:101 
STATEMENT Q 
PAGE 2 OF 2 

franchises authorizing it to carry on the utility business in all of the municipalities 

in which it is engaged where such franchises are required. Montana-Dakota's 

service area has historically been primarily agricultural, including a number of 

irrigated areas. The important industries among the Company's customers are 

oil refining, sugar refining, cement and bentonite manufacturing and clay 

products manufacturing. There has been a significant increase in oil and natural 

gas exploration and the value-added agricultural products industry in the 

Company's service territory. Energy services to major health-care facilities also 

rank high on the company's slate of non-residential customers. 

Please refer to FERC Form I, Annual Report for Electric Utilities, pages 

402-403,410-411, and 422-425 for the electric generating stations and miles of 

line. 

The last general gas rate case was filed on June 30, 1994 with the South 

Dakota Public Utilities Commission in Docket No. NG94-012. The application 

requested an annual increase in revenues of $1 , I  10,539, or an overall increase 

of 3.70%. The Commission issued an Order dated December 16,1994 

authorizing an increase of $500,000, or a I .70% increase effective December 7, 

1994. On December 30,1994 the Commission issued an order authorizing an 

increase of $254,000 or 0.9% to reflect FAS 106. Rates were effective for 

service rendered on and after January 1, 1995. 
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MONTANA-DAKOTA UTILITIES CO. 
INTERCOMPANY TRANSACTlOMS 

TOTAL COMPANY 
FOR THE TWELVE MONTHS ENDING JUNE 30,2002 

Please see Rule 20:10:13:84, Statement H, Schedule H-4. 



South Dakota Public Utilities Commission 

WEEKLY FILINGS 
For the Period of December 26,2002 through January I, 2003 

If you need a complete copy of a filing faxed, overnight expressed, or mailed to you, please 
contact Delaine Kolbo within five business days of this report. Phone: 605-773-3705 

CONSUMER COMPLAINTS 

CT02-047 In the Matter of the Complaint filed by Patricia Bue on behalf of 
Stockholm Refrigeration, Inc., Stockholm, South Dakota, against 
QuantumLink Communications Regarding Unauthorized Switching of 
Services. 

Complainant's representative states that Complainant's 800# was switched to 
QuantumLink without authorization. Complainant's representative requests $1,000.00 
for the unauthorized switch as allowed by South Dakota law. 

Staff Analyst: Amy Kayser 
Staff Attorney: Kelly Frazier 
Date Docketed: 12130102 
Intervention Deadline: NIA 

ELECTRIC 

EL02-027 In the Matter of the Filing by MidAmerican Energy Company for 
Approval of Tariff Revisions. 

Application by MidAmerican Energy Company to revise its disconnect notice including 
a version of the notice that displays a message regarding the amount of non-utility 
charges on the account. The company states this language is being added to reduce 
customer misunderstanding over utility and non-utility charges as they relate to 
disconnection. 

Staff Analyst: Dave Jacobson 
Staff Attorney: Karen Cremer 
Date Docketed: 12/31 102 
Intervention Deadline: 0111 5103 



NATURAL GAS 

NG02-011 - In the Matter of the Application of Montana-Dakota Utilities Co. for 
Authority to increase Rates for Natural Gas Service. 

Application by Montana-Dakota Utilities Co. for approval to increase rates for natural 
gas service in its Black Hills service territory by $2,173,380, or 5.8% based on a 2003 
projected test year. The proposed increase for a residential customer would average 
about $2.50 per month. The proposed rates may potentially affect about 40,800 natural 
gas customers in the Black Hills area of South Dakota. 

Staff Analyst: Dave Jacobson 
Staff Attorney: Karen Cremer 
Date Docketed: 12/30/02 
Intervention Deadline: 02/07/03 

NG02-012 In the Matter of the Filing by MidAmerican Energy Company for 
Approval of Tariff Revisions. 

Application by MidAmerican Energy Company to revise its disconnect notice including 
a version of the notice that displays a message regarding the amount of non-utility 
charges on the account. The company states this language is being added to reduce 
customer misunderstanding over utility and non-utility charges as they relate to 
disconnection. 

Staff Analyst: Dave Jacobson 
Staff Attorney: Karen Cremer 
Date Docketed: 12/31/02 
lntervention Deadline: 0111 5/03 

TELECOMMUNICATIONS 

TC02-209 In the Matter of the Filing for Approval of an Amendment to an. 
lnterconnection Agreement between Qwest Corporation and Sprint 
Communications Company L.P. 

On December 27,2002, the Commission received a filing of a CLEC-To-CLEC 
Connections, CLEC-To-CLEC Cross Connections and Early Access Amendment to the 
lnterconnection Agreement between Qwest Corporation and Sprint Communications 
Company L.P. According to the parties, this is an Amendment to the negotiated 



Interconnection Agreement approved by the Commission in Docket TC01-I 51, effective 
November 13, 2001. According to the parties, the Agreement is amended by adding 
terms and conditions for CLEC-To-CLEC Connections, CLEC-To-CLEC Cross 
Connections and Early Access as set forth in Attachment 1 and Exhibit A, attached to 
the Amendment. Any party wishing to comment on the agreement may do so by filing 
written comments with the Commission and the parties to the agreement no later than 
January 16, 2003. Parties to the agreement may file written responses to the 
comments no later than twenty days after the service of the initial comments. 

Staff Attorney: Kelly Frazier 
Date Docketed: 12/27/02 
Initial Comments Due: 0111 6/03 

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



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER OF ASSESSMENT 
MONTANA-DAKOTA UTILITIES CO. FOR ) OF FILING FEE AND 
AUTHORITY TO INCREASE RATES FOR ) SUSPENSION OF 
NATURAL GAS SERVICE 1 IMPOSITION OF TARIFF 

1 NG02-011 

On December 30, 2002, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills service 
territory. The application seeks an increase in rates in the approximate amount of $2,173,380 or 
approximately 5.8%. 

SDCL 49-1A-8 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. The Commission has jurisdiction in this matter pursuant to SDCL Chapters 1-26, 49-IA, 
49-34A and ARSD 20: lO:OI:l5.02 and 20:10:01:15.03. 

At its regularly scheduled meeting of January 16, 2003, the Commission considered this 
matter. The Commission found that pursuant to SDCL 49-1A-8, MDU shall be assessed a filing fee 
as requested by the executive director up to the statutory limit of $1 00,000. Further, an intervention 
deadline of February 7, 2003, has been established. Pursuant to SDCL 49-31-14, the Commission 
suspended the operation of the schedule of rates proposed by MDU for 90 days beyond January 30, 
2003. It is therefore 

ORDERED, that MDU shall deposit a filing fee, to be established by the executive director, 
in the SDPUC regulatory assessment fee fund and shall deposit any additional amounts as 
requested by the executive director, not to exceed the statutory limit; it is further 

ORDERED, that the proposed schedule of rates shall be suspended for 90 days beyond 
January 30, 2003, pursuant to SDCL 49-34A-14; and it is further 

ORDERED, that the deadline for filing petitions to intervene in this case is February 7, 2003. 

4 Dated at Pierre, South Dakota, this dl? day of January, 2003. 
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CONTRACT BETWEEN 
CHESAPEAKE REGULATORY CONSULTANTS, INC. 

AND 
THE SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

DL This Contract is entered into this 6 day of February, 2003, between the South 
Dakota Public Utilities Commission (Commission) and Chesapeake Regulatory 
Consultants, Inc. (Contractor), of 6837 Guilford Road, Clarksville, Maryland 21 029-1 632. 
The terms and conditions are as follows: 

1. Scope of Services: Contractor agrees to provide consulting services to the Staff 
of the Commission in the following Commission Docket: NG02-011, In the Matter of the 
Application of Montana-Dakota Utilities Co. for Authority to Increase Rates for Natural Gas 
Service. 

Contractor agrees to assist Commission Staff in the preparation and presentation 
of testimony on behalf of Commission Staff in the above-referenced docket including: at 
hearings before the Commission; in settlement proceedings; and in the preparation of 
motions and briefs before the Commission. Contractor through its witness or witnesses, 
Basil L. Copeland Jr. and Robert G. Towers shall be responsible for: Review and analysis 
of Montana-Dakota Utilities Co. (MDU) filings, preparation and receipt of data requests 
necessary to complete the analysis, preparation, filing and presentation of testimony and 
exhibits. 

Contractor shall also be prepared to respond at hearings and during briefing to 
intervenors' submissions, if any, which address the issues which are the responsibility of 
Contractor. Specifically, Contractor Witness Basil L. Copeland Jr. shall prepare, file, and 
present testimony and exhibits related to: the appropriate costs of capital and capital 
structure. Contractor Witness Robert G. Towers shall prepare, file, and present testimony 
and exhibits addressing class cost of service study issues, rate design, accounting issues 
that may arise, and possibly other issues delegated to Contractor by Commission Staff. 
Contractor shall provide general assistance on the filing when requested to do so by 
Commission Staff. 

The scope and tasks to be performed shall be consistent with Contractor's proposal 
dated January 17, 2003, to Commission Staff. Contractor agrees to coordinate their filing 
with Commission Staff and as directed by Commission Staff, shall consult Commission 
Staff on requests for MDU data and other submissions or requests to MDU or intervenors. 
Contractor agrees to complete all tasks and filings within time frames as determined by 
Commission Staff. 

It is understood and agreed that the role of Commission Staff, and in turn the role 
of the Contractor, shall be to advocate the public interest as Commission Staff views that 
public interest. 



2. Maximum Reimbursement: The Commission agrees to reimburse the Contractor 
for satisfactory completion of Contractor's services in an amount not to exceed Forty-nine 
thousand eight hundred dollars and no cents ($49,800.00). Services shall be paid for 
on the basis of time actually spent working on the case and for actual out-of-pocket costs 
at rates consistent with Contractor's proposal to Commission Staff dated January 17, 2003, 
which is incorporated by reference into this document. 

If the Contractor desires to increase the maximum reimbursement under this 
paragraph, Contractor must notify the South Dakota Public Utilities Commission Executive 
Director in writing not less than thirty (30) days before monthly billings reach the maximum 
reimbursement. The Commission reserves the right to deny any request for an increase 
and may hold the Contractor to the maximum reimbursement in the original contract or 
amendment. 

3. Reimbursement: The Commission agrees to reimburse the Contractor upon 
satisfactory progress toward completion of the tasks outlined in Paragraph I of this 
Contract. Payment up to the amount specified in the Maximum Reimbursement paragraph 
herein shall be made in monthly installments and shall be based on the monthly financial 
report as described herein. A copy of the Contractor's hourly fee schedule is appended 
to this Contract as Exhibit A, which is hereby incorporated herein and will remain effective 
throughout the term of this Contract. 

A monthly financial report shall be submitted by the Contractor which shall include 
the nature of the work performed, the hours worked by and charges for Contractor's out-of- 
pocket expenses. Receipts for such expenses shall be available to the Commission upon 
request. This information is for the express purpose of internal auditing by the 
Commission. When requesting payment, the time period or phase of service covered will 
be indicated on the face of the voucher. 

The Contractor may receive progress payments not more frequently than monthly. 
Progress payments shall be based on services rendered and no payment may be made 
in advance of services rendered. It is agreed that the Commission may withhold ten 
percent of each progress payment until the satisfactory completion of the contract. 
Invoices for services rendered shall be sent to the South Dakota Public Utilities 
Commission, Deputy Executive Director, State Capitol Building, 500 East Capitol Avenue, 
Pierre, South Dakota 57501, within ten (1 0) days of the calendar month billed. 

4. Consideration: The consideration to be paid the Contractor as provided herein 
shall be in compensation for all Contractor's services incurred in the performance hereof. 



5. Chanae in Scope of Services: If the scope of services under this Contract is 
modified to require additional work not herein contemplated and such modification is 
approved by the parties herein prior to performance and a written amendment to this 
Contract is drawn identifying the approved changes, an authorization of additional funds 
will be made by the Commission and the maximum amount will be appropriately increased. 

6. Indemnity: The Contractor agrees to indemnify, defend and hold harmless the State, 
its officers, agents and employees from any and all claims and losses accruing or resulting 
to any and all contractors, subcontractors, material men, laborers and any other person, 
firm or corporation furnishing or supplying work, services, materials or supplies in 
connection with the performance of this Contract and from any and all claims and losses 
accruing or resulting to any person, firm or corporation who may be injured or damaged 
by the Contractor in the performance of this Contract. 

7. Independent Contractor: The Contractor and the agents of the Contractor in 
performance of this Contract shall act in an independent capacity and not as officers, 
employees or agents of the Commission. 

8. Contract Not Assianable: This Contract is not assignable by the Contractor, either 
in whole or in part, without the written consent of the Commission. 

9. Alteration and Oral Aareements: No alteration or variation of the terms of this 
Contract shall be valid unless made in writing and signed by the parties hereto. No oral 
understanding or agreement not incorporated herein may be binding on any of the parties 
hereto. 

10. Interpretation of Inconsistencies: In the interpretation of this Contract, any 
inconsistencies between the terms hereof and the attachments shall be resolved in favor 
of the terms hereof. 

11. Subcontracts: Contractor shall submit any subcontracts which he proposes to enter 
into to the Commission for its prior written approval before the Contractor enters into the 
same. No work may be subcontracted without the prior approval of the Commission. Upon 
the termination of any subcontract, the Commission shall be notified immediately. 

12. Retention of Contractor's Records: The Contractor shall retain all records relating 
to direct expenses reimbursed to the Contractor hereunder and to hours of employment 
on this Contract by any employee of Contractor for which the Commission is billed. Such 
records shall be maintained for a period of three years after termination of this Contract 
and shall be available for inspection at any reasonable time by personnel authorized 
therefore by the State of South Dakota. 



13. Relationship of Commission Staff and Contractor: Commission Staff will be 
permitted to work side-by-side with Contractor's Staff to the extent and under conditions 
that may be directed by the Executive Director of the Commission. 

14. Contractor Responsible for Performance of Services: Contractor will not be 
permitted to utilize Commission personnel for the performance of services which are the 
responsibility of Contractor, unless such utilization is previously agreed to in writing by the 
Executive Director and any appropriate adjustment in price is made. No charge will be 
made to Contractor for the services of Commission employees while performing 
coordinating or monitoring functions. 

15. Disclosure and Confidentiality: The Contractor will not disclose data or disseminate 
the contents of any final or preliminary report or testimony, in any form, in regard to this 
Contract without express written consent of the Commission. Permission to disclose 
information on one occasion shall not authorize Contractor to further disclose such 
information or disseminate the same on any other occasion. 

If requested by the Commission, the Contractor shall require each of its employees 
or officers who will be involved in the performance of this Contract to agree to the above 
terms in a form to be approved by the Commission and shall supply the Commission with 
evidence thereof. 

Each subcontract shall contain provisions similar to the foregoing, related to the 
confidentiality of data and non-disclosure of the same. 

16. Data is Properly of the Commission: Data developed for this Contract shall become 
the property of the Commission. It shall not be disclosed without the permission of the 
Executive Director. Each final report submitted shall also become the property of the 
Commission and shall not be disclosed except in such manner and time as the Executive 
Director may direct. 

17. Amendment: The timing for the performance of the tasks and items contained herein, 
the total contract price, the date for completion of the Contract, as well as, all other terms 
not specifically accepted may only be altered by formal written amendment of this Contract. 

18. Waiver: No waiver of any breach of this Contract shall be held to be a waiver of any 
other or subsequent breach. All remedies afforded in this Contract shall be taken and 
construed as cumulative; that is, in addition to every other remedy provided therein or by 
law. The failure of the Commission to enforce, at any time, any of the provisions of the 
Contract shall in no way be construed to be a waiver of such provisions, nor in any way 
affect the validity of this Contract or any part thereof, or the right of the Commission to 
hereinafter enforce each and every such provision. 



19. Time is Critical: Time is of the essence in this Contract. In the event Contractor 
shall fail to perform the agreements on its part to be performed at the time fixed for 
performance of such respective agreements by the terms of this Contract or by any 
extension, the Commission may, at its election, terminate the Contract. Such termination 
shall be in addition to and not in lieu of any other legal remedies provided by this Contract 
or by law. 

20. Breach of Contract: In the event of any breach of this Contract, the Commission 
may, without any prejudice to any of its other legal remedies, terminate this Contract in 
accordance with the provisions of the Termination paragraph of this Contract. 

21. Duration of Contract: Unless otherwise specifically provided by the terms of this 
Contract or by amendment thereof, the duration of this Contract shall be one year from the 
contract date. 

22. Termination: The Commission may terminate this Contract, should Contractor fail 
to perform the covenants herein contained at the time and in the manner herein provided, 
upon five days written notice to the Contractor. In such event, the Commission shall pay 
the Contractor only the reasonable value of the services theretofore rendered by the 
Contractor as may be agreed upon by the parties or determined by a court of law. In the 
event of such termination, the Commission may proceed with the work in any manner 
deemed proper by the Commission. The Commission's cost of securing substituted 
performance shall be deducted from any sum due the Contractor under this Contract, with 
the balance, if any, to be paid the Contractor upon demand. 

23. Pavments Include All Taxes: Payments to be made to the Contractor, as specified 
herein, shall include all taxes of any description, federal, state and municipal assessed 
against the Contractor by reason of this Contract. 

24. Workers' Compensation Insurance: The Contractor hereby warrants that it carries 
workers' compensation insurance for all of its employees who will be engaged in the 
performance of this Contract and agrees to furnish to the Commission satisfactory 
evidence thereof at any time the Commission may request. 

25. South Dakota Law Controllinq: It is expressly understood and agreed that this 
Contract shall be governed by the laws of the State of South Dakota, both as to 
interpretation and performance. Otherwise, as specified herein, no document or 
communications passing between the parties hereto shall be deemed a part of this 
Contract. 
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Exhibit A 

Chesapeake Regulatory Consultants. Inc. 
6837  Guilford Road Robert G. Towers 
Clarksville, M D  21029-1 6 3 2  Basil L. Copeland, Jr. 

David E. Peterson 
Phone: 443.535.0300 Fax: 443.535.0301 
eMail: rgtsbs@eroIs.com 

FEE SCHEDULE 

Robert G. Towers Senior Consultant 

Basil L. Copeland, Jr. Senior Economist. 

David E. Peterson Senior Consultant 

Hourlv Rate 

$ 135.00 

$ 130.00 

$ 120.00 

January 1,2003 



"' UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

400 North Fourth Street 
Bismarck, NO 58501 
(70 1) 222-7900 

February 24, 2003 

Ms. Heather K. Forney 
Deputy Executive Director 
South Dakota Public Utilities Commission 
State Capitol Building 
500 East Capitol 
Pierre, SD 57501 -5070 

Re: Docket No. NG02-01 I Filing Fee 

Dear Ms. Forney: 

Enclosed is a check in the amount of $1 5,000.00 in payment of filing fees associated 
with the above-referenced Docket No. NG02-01 I rate case. 

Please acknowledge receipt by stamping or initialing the duplicate copy of this letter 
attached hereto and returning the same in the enclosed self-addressed, stamped 
envelope. 

Sincerely, 

Assistant Vice President - 
Regulatory Affairs 





BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER FOR AND NOTICE 
MONTANA-DAKOTA UTILITIES CO. FOR ) OF PROCEDURAL 
AUTHORITY TO INCREASE RATES FOR ) SCHEDULE AND HEARING 
NATURAL GAS SERVICE ) NG02-01 I 

On December 30, 2002, Montana-Dakota Utilities Co. (MDU), filed with the Public 
Utilities Commission (Commission) an application to increase natural gas rates in its Black 
Hills service territory. The application seeks an increase in rates in the approximate 
amount of $2,173,380 or approximately 5.8%. 

At its regularly scheduled meeting of January 16, 2003, the Commission found that 
pursuant to SDCL 49-1A-8, MDU shall be assessed a filing fee as requested by the 
executive director up to the statutory limit of $100,000. The Commission further 
established an intervention deadline of February 7, 2003. Pursuant to SDCL 49-34A-14, 
the Commission suspended the operation of the schedule of rates proposed by MDU for 
90 days beyond January 30, 2003. The Commission has jurisdiction in this matter 
pursuant to SDCL Chapters 1-26 and 49-34A, specifically 49-34A-4, 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, 49- 
34A-21. 

The procedural schedule for testimony shall be as follows: 

DATE PROCEDURAL SCHEDULE 

April 23, 2003 Staff Prefiled Testimony Due 

May 2,2003 MDU Rebuttal Testimony Due 

May 7 and 8, 2003 Hearing 

May 27,2003 Initial Briefs Due 

June 6,2003 Rebuttal Briefs Due 

A hearing shall be held at 9:00 a.m., on Wednesday, May 7, 2003, and Thursday, 
May 8, 2003, in Room 412, State Capitol, 500 East Capitol, Pierre, South Dakota. The 
hearing is open to the public. All persons testifying shall be subject to cross-examination. 

The issue at the hearing is whether the Commission shall grant MDU's request to 
implement revised natural gas rate schedules designed to produce additional revenues 
of $2,173.380. 



The hearing shall be an adversary proceeding conducted pursuant to SDCL 
Chapter 1-26. All parties have the right to be present and to be represented by an 
attorney. These rights and other due process rights shall be forfeited if not exercised at 
the hearing. If you or your representative fail to appear at the time and place set for the 
hearing, the Final Decision will be based solely on the testimony and evidence provided, 
if any, during the hearing or a Final Decision may be issued by default pursuant to SDCL 
1-26-20. After the hearing the Commission will consider all evidence and testimony that 
was presented at the hearing. The Commission will then enter Findings of Fact, 
Conclusions of Law, and a Final Decision regarding this matter. As a result of this hearing, 
the Commission shall determine whether it shall grant MDU1s request to implement revised 
rate schedules. The Commission's Final Decision may be appealed by the parties to the 
state Circuit Court and the state Supreme Court as provided by law. It is therefore 

ORDERED that the procedural schedule set forth above shall be followed by all 
parties to these proceedings. It is further 

ORDERED that the hearing shall commence at 9:00 a.m., on Wednesday, May 7, 
2003, in Room 412, State Capitol, 500 East Capitol, Pierre, South Dakota, and if 
necessary, shall continue through Thursday, May 8, 2003. 

Pursuant to the Americans with Disabilities Act, this hearing is being held in a 
physically accessible location. Please contact the Public Utilities Commission at 1-800- 
332-1782 at least 48 hours prior to the hearing if you have special needs so arrangements 
can be made to accommodate you. 

& 
Dated at Pierre, South Dakota, this 28 day of March, 2003. 

II CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been sewed today upon all parties of 
record in this docket, as listed on the docket sewice 
list, by facsimile or by first class mail, in properly 

BY ORDER OF THE COMMISSION: 

/YES A. BURG, Commissio v 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER EXTENDING 
MONTANA-DAKOTA UTILITIES CO. FOR ) SUSPENSION OF 
AUTHORITY TO INCREASE RATES FOR ) IMPOSlTION OF TARIFF 
NATURAL GAS SERVICE 1 NG02-011 

On December 30, 2002, Montana-Dakota Utilities Co. (MDU), filed with the Public 
Utilities Commission (Commission) an application to increase natural gas rates in its Black 
Hills service territory. The application seeks an increase in rates in the approximate 
amount of $2,173,380 or approximately 5.8%. On January 16, 2003, the Commission 
suspended the proposed schedule of rates for 90 days beyond January 30,2003. On April 
1, 2003, Commission Staff recommended that the suspension of the tariff be further 
extended for 60 days. 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1-26 
and 49-34A, including 1 -26-1 8, 1 -26-1 9, 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A- 
8, 49-34A-8.1, 49-34A-10, 49-34A-11, 49-34A-12, 49-34A-13, 49-34A-13.1, 49-34A-14, 
49-34A-16, 49-34A-17, 49-34A-19, 49-34A-I 9. I , 49-34A-19.2, 49-34A-20, 49-34A-21, 49- 
34A-22, and 49-34A-23. 

At its April 1, 2003, meeting, the Commission considered this matter. MDU 
concurred with Staffs recommendation. The Commission voted unanimously to grant the 
extension sought by Commission Staff. It is therefore 

ORDERED, that the proposed schedule of rates shall be further suspended for 60 
days pursuant to SDCL 49-34A-14. 

0% Dated at Pierre, South Dakota, this ,f day of April, 2003. 

II CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been sewed today upon all parties of 
record in this docket, as listed on the docket service 
list, by facsimile or by first class mail, in properly 

Date: 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 

ROBERT K. SAHR, Chairman 



SOUTH DAKOTA 
PUBLIC UTILITPES COMMISSION 

5 00 East Capitol Avenue 

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

April 23, 2003 

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

Pierre, South ~ a k o t a  57501-5070 
www. state.sd.us/puc 

Mr. Douglas W. Schulz 
Senior Attorney 
MDU Resources Group, Inc. 
P. 0. Box 5650 
Bismarck, ND 58506-5650 

Capitol Office 
(605) 773-3201 

(605) 773-3809 fax 

Consumer Hotline 
1-800-332-1782 

Mr. David A. Gerdes 
Attorney at Law 
May, Adam, Gerdes & Thompson LLP 
P. 0. Box 160 
Pierre, SD 57501 -0160 

Re: In the Matter of the Application of Montana-Dakota 
Utilities Co. for Authority to Increase Rates for 
Natrual Gas Service 
Docket NG02-011 

Gentlemen: 

Enclosed each of you will find copies of Testimony of Martin C. Bettmann, Basil L. 
Copeland Jr., Michele M. Farris, David A. Jacobson, Keith A. Senger and Robert G. 
Towers. This is intended as service upon you by mail. 

Very truly yours, 

Karen E. Cremer 
Staff Attorney 

cc: Mr. Robert G. Towers 
Mr. Dave Peterson 
Mr. Basil L. Copeland Jr. 



CERTIFICATE OF SERVICE 

I hereby certify that copies of Testimony of Martin C. Bettmann, Basil L. Copeland 
Jr., Michele M. Farris, David A. Jacobson, Keith A. Senger and Robert G. Towers were 
served on the following by mailing the same to them by United States Post Office First 
Class Mail, postage thereon prepaid, at the addresses shown below on this the 23rd day 
of April, 2003. 

Mr. Donald R. Ball Mr. Douglas W. Schulz 
Director of Regulatory Affairs Senior Attorney 
Montana-Dakota Utilities Co. MDU Resources Group, Inc. 
400 North Fourth Street P. 0. Box 5650 
Bismarck, ND 58501 Bismarck, ND 58506-5650 

Mr. David A. Gerdes 
Attorney at Law 
May, Adam, Gerdes & Thompson LLP 
P. 0. Box 160 
Pierre, SD 57501 -01 60 

~ a r k n  E. Cremer 
Staff Attorney 
South Dakota Public Utilities Commission 
500 East Capitol 
Pierre, SD 57501 
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BEFORE THE 

PUBLIC UTILITIES COMMISSION 

STATE OF SOUTH DAKOTA 

MONTANA-DAKOTA UTlLlTl ES 

DOCKET NO. NG02-011 

TESTIMONY & EXHIBITS OF MARTIN C. BETTMANN 

ON BEHALF OF THE COMMISSION STAFF 

APRIL 2003 

What is your name and by whom are you employed? 

My name is Martin C. Bettmann and I am employed as a Staff Engineer by the South 

Dakota Public Utilities Commission (Commission). My business address is South Dakota 

Public Utilities Commission, 500 East Capitol Avenue, Pierre, South Dakota, 57501- 

5070. 

Please describe your education and work experience. 

I received my Bachelor of Science degree in Engineering from South Dakota State 

University in 1975. After graduation I was employed by an engineering consulting firm in 

Aberdeen, South Dakota, prior to taking my present position as a Staff Engineer with the 

Commission in November 1977. 

Please describe what your job involves? 

Currently, my primary responsibility with the Commission Staff (Staff) is managing the 

pipeline safety inspection program. While working for the Commission, I have also been 

responsible for reviewing energy conversion and transmission facility siting applications, 

evaluating and making recommendations on electric and natural gas rates and tariffs, 

and advising the Staff on various engineering and technical matters that come before the 

Commission. 

Have you previously filed testimony in other electric or natural gas rate 

proceedings before the Commission? 

Yes, I provided prefiled testimony on behalf of the Staff in four electric and five natural 

aas rate cases. 



Martin C. Bettmann 
PUC Staff 

Docket NG02-011 
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In previous rate cases, my written testimony has addressed fuel oil usage at combustion 

turbine and internal combustion electric generating plants, steam production plant 

depreciation proposals, the apportionment of revenue responsibility among the customer 

classes and the rate design proposals, the level of natural gas sales to a power plant, 

the purchased gas cost reflected in that utilities' operations & maintenance expense, 

weather normalization, and rate design. 

Q. Are you familiar with Montana-Dakota Utilities Company's (Company) application 

for an increase in revenues? 

A. Yes, I have reviewed the direct testimony of the Company witnesses, their exhibits and 

the responses to Staff data requests pertinent to the preparation of my testimony and 

exhibits. 

Q. What is the purpose of this testimony? 

A. For this filing, I am responsible for the review and analysis of the Company's proposed 

adjustments to Weather Normalization. My testimony also summarizes Staff's proposed 

rate design and addresses the Company's proposed alternative Distribution Delivery 

Stabilization Mechanism (DDSM). 

Q. Have you calculated the weather normal adjustments for the various rate classes? 

A. Yes I have. The calculations for the weather normalization adjustments are shown in 

Exhibit (MCB-I) through Exhibit (MCB-4). 

Q. How are the weather normal adjustments you made different from those proposed 

by the Company? 

A. My weather normal adjustments are different in several respects. First of all, I have used 

heating degree day (HDD) values based on a 65degree day basis instead of the 60- 

degree day basis used by the Company. The 65 degree day basis was used because it 

is generally accepted as the temperature level where a building requires heating if the 

outside temperature drops below that point. 

My analysis is different also in the fact that I use a three-month average to determine the 

base load use instead of just the use from the month in which the customers have the 

lowest average use. I also then do not calculate a weather normalzation adjustment for 

the three months that are a part of the lowest three-month average. Generally these 

months contain very few normal HDD's and even a slight variation in the weather can 

cause a significant adjustment in the weather normalization calcdation. 
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Also, since energy use for the previous month for Ellsworth Air Force Base and the Rate 

81 Small Interruptible transportation customers are reported on the 1st of the following 

month, it was necessary to use the actual and normal HDD1s from the preceding month 

to determine the weather normalization factor for the month that the sale was reported. 

For example: the 36,162 Dekatherms booked as a sale in June 2002 for Ellsworth Air 

Force Base was actually used in May 2002, therefore the actual and normal HDD values 

used to determine the "June 2002" weather normalization adjustment were from the 

month of April 2002. The Company used HDD values based on the billing cycles of the 

Residential and Firm Service Customers, which are not exactly, but closer to, a two 

month average of the current and preceding month. The values are not exactly equal to 

the two-month average because they are based on the actual billing cycles, which do not 

necessarily correspond exactly to a full month. That is to say that a meter read on the 

1st of one month may not be read on the 1st of the following month, but on the 2nd or 

3rd causing a mismatch between the period when the energy was used and weather 

normalization period. 

In your opinion, what should be the amount of the weather normalization 

adjustment? 

I have calculated a weather normalization adjustment of ($20,407). 

How are the revenue increase calculations you performed in Exhibit-(MCB-4) 

different from the Company's calculations as found in the exhibits of Company? 

The obvious difference between the two methods is in the way they are shown on the 

spreadsheets. The other difference in the two analysis is the incorporation of Staff's 

weather normalization and revenue deficiencies by customer class to adjust the "per 

books" billing determinants to calculate an adjusted test year revenue. I then plug in the 

proposed service charges and increase or decrease the Non-Gas Commodity rate per 

therm until the target revenue adjustment is achieved. 

What rate design changes does the Company propose for Small and Large Meter 

Residential customers? 

The Company is proposing several significant rate design changes for its Residential 

customers. First of all they are proposing to combine the Small and Large Residential 

rates into a single rate. The Company's only reason for merging the two groups is the 

fact there are only a small number of Large Meter residential customers compared to the 
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number of Small Meter residential customers. The Company is also proposing to 

eliminate the two-step declining block rate structure that is presently in place. 

The most significant proposed change for this customer class is an increase in the Basic 

Service Charge from $7.00 per month to a daily charge of $0.42 per day. The daily 

charge of $0.42 is equivalent to an average monthly charge of $12.77. Large Meter 

Residential service customers would actually have their Basic Service Charge 

decreased from $14.00 to $12.77 per month. As proposed by the Company these 

changes in the Basic Service Charge would allow it to recover approximately 80 percent 

of its customer related costs through the Basic Service Charge. 

What rate design changes does the Staff propose for Small and Large Meter 

Residential customers? 

Staff is proposing to keep the basic rate design structure. It is my opinion that the Basic 

Service Charge and the Non-Gas Commodity Charge for both Small and Large Meter 

residential customers should not be changed. Staff Witness Towers' has recommended 

that none of the rate increase recommended by Staff be assigned to the Residential 

service class and Staff Witness Towers' has also calculated in Exhibit N o . ( R G T - 4 )  a 

Customer cost per bill for residential customers that is less than the current Basic 

Charge for the Small Meter residential customers. 

What rate design changes does the Company propose for Small and Large Meter 

Firm General Service customer classes? 

The design changes the Company is proposing for the Small and Large Meter Firm 

General Service classes are similar to those described previously for the Small and 

Large Residential Service classes. In this case the Company is proposing to maintain 

the Small and Large Meter rate classes. As with the residential class, the Company is 

proposing to increase the Basic Service Charge to a level at which approximately 89 

percent of the customer related costs would be recovered through the basic service 

charge. To reach their goal, the Company is proposing to increase the Basic Customer 

Charge for Small Meter Firm General Service customers by over 250 percent from $7.50 

to $27.36 per month. The Basic Customer Charge for Large Meter Firm Service 

customers would be increased by the same percentage from $1 5.00 to $54.72 per 

month. Once again, the declining block rate structure would beeliminated. 
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What rate design changes does the Staff propose for Small and Large Meter Firm 

General Service customers? 

Staff is proposing to keep the current basic rate design structure for both the Small and 

Large Meter General Service customer classes. Staff Witness Towers has testified that 

the entire rate increase recommended by Staff be assigned to the Firm General service 

class. Based on that recommendation and the Customer Cost analysis in Staff Witness 

Towers' Exhibit N o . ( R G T - 4 ) ,  it is my opinion that the Basic Service Charge for Small 

Meter Firm General Service customers should remain at $7.50. The Basic Service 

Charge for the Large Meter Residential customers would also remain at $1 5.00 per 

month. The proposed increased in annual revenues of $249,236 for this revenue class 

would be made up by an increase in the Non-Gas Commodity Charge to $1.373 for the 

first block and $0.874 for the second block. The difference between the Non-Gas 

Commodity Charges is the same as the difference between the two blocks in the current 

rates. My calculations in Exhibit-(MCB-5) shows that the rates proposed will generate 

the additional revenue requirement allocated to the Firm General Service customer 

class. 

Are you recommending any changes to the Optional Seasonal General Gas 

Service Rate 72? 

It is my opinion that the current two-step decliningblock rate design should be retained 

and the Non-Gas Commodity Charge should be set at the same levels as that of the 

Firm General Gas Service rate. The Base Rate should also remain at the same levels as 

the Small and Large Meter Firm customers in Rate 71. 

What changes are proposed for Ellsworth Air Force Base and the other 

Interruptible and Transportation customer classes? 

The following table shows the current tariffed rates and both the Company and Staff 

proposed rates for these customers. 

Current Rate 

$95.00 per month $0.062 per dk 

Proposed Rate by Company; 

$250.00 per month $0.059 per dk 
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Proposed Rate by Staff: 

Base Rate I Max. Rate Per Dk I Min. Rate Per Dk 

I 

$95.00 per month $0.062 per dk 

Current Rate; 

$40.00 per month 

Base Rate 

Current Rate; 

I I 

Proposed Rate by Company; 

$0.484 per dk 

I I 

$0.1 31 per dk 

Proposed Rate by Company; 

Max. Rate Per Dk 

$1 50.00 per month 

I I 

Proposed Rate by Staff: 1 

$175.00 per month 

Proposed Rate by Staff: 

$80.00 per month 

Min. Rate Per Dk 

$300.00 per month 

$0.177 per dk 

Small Interruptible General Gas Transportation Service Rate 81 

$0.304 per dk 

$0.330 per dk 

$0.090 per dk 

$0.141 per dk 

I I 

1 / Nomination 1 Commodity Charge I Commodity Charge I Balancing I 

$0.131 per dk 

$0.131 per dk 

$0.090 per dk 

$150.00 per month 

/ Base Rate I Charge 1 Max. Rate Per Dk I Min. Rate Per Dk I Charge per Dk I 
I Current Rate; I 

$0.177 per dk $0.090 per dk 

I I I I 

Proposed Rate by Company; 

$40.00 1 $50.00 1 $0.484 per dk $0.1 31 per dk 1 $0.342 per dk 

I I I I 

Proposed Rate by Staff: 

$225.00 1 Eliminated I $0.304 per dk $0.131 per dk 1 $0.300 per dk 

I Base Rate / Charge I Max. Rate Per Dk I Min. Rate Per Dk I Charge per Dk I 

$90.00 1 Eliminated I $0.330 per dk $0.131 per dk 1 $0.342 per dk 
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Current Rate; I 
I I I I 

Proposed Rate by Company; 

$150.00 1 $50.00 1 $0.177 per dk $0.090 per dk 1 $0.342 per dk 

The Company is proposing to keep the revenue requirements for these customers at the 

current test year level. It is also Staff Witness Towers' opinion that the revenue 

requirement for these customer classes should remain at the test year levels. It is my 

opinion that the Base Rate for the Small Interruptible (Rate 71) customers should be 

increased to $80.00 per month. This increase is supported by the Customer Cost 

Analysis of Staff Witness Towers' Exhibit N o . ( R G T - 4 ) .  The Commodity Charge has 

been adjusted from $0.484 to $0.330 per Dekatherm to offset the increase in revenues 

from the increase in the Basic Charge. 

In Exhibit (MCB-5) Schedule 3 and Schedule 4 you show adjustments for 

customers that were reclassified and cut out of service. Please explain those 

adjustments. 

First of all there were two customers that were reclassified during the test year. That 

means that they switched from receiving service under one rate to another. In these two 

instances one Small lnterruptible (Rate 71) and one Small lnterruptible Transportation 

(Rate 81) customer were both switched to Rate 70, the Firm General Service rate. 

$350.00 

$200.00 1 Eliminated I $0.177 per dk 

Two customers were cut out of service. I subtracted the volumes and revenues from 

these former customers from my rate analysis because they stopped receiving gas 

service during the test year, and it is my opinion that this was the more accurate way to 

show sales levels going forward. 

Did you reclassify any other customers in any manner as part of your heating 

degree-day analysis and rate comparison calculations? 

Yes I did. The Company included one of its Rate 71 customers, which in my opinion 

does not have the typical weather sensitive load pattern, in with the normalization 

analysis of the weather sensitive customers in this rate class. This customer is a water 

Proposed Rate by Staff: 

Eliminated $0.141 per dk 

$0.090 per dk 1 $0.342 per dk 

26 slide operation that received service only during the months of June, July, August, and 

$0.090 per dk $0.300 per dk 



Martin C. Bettrnann 
PUC Staff 

Docket NG02-011 
Page 8 

September. There is no evidence of a "weather sensitive" winter heating load for this 

customer that should be normalized. The sales volumes and customer charge amounts 

were included with the other Non Weather Sensitive Customer shown in Exhibit (MCB-2) 

Schedule 1. 

Have you prepared a bill comparison using the current rates and Staff's proposed 

rate design? 

Yes, I have. In Exhibit (MCB-6) I compare typical bills using the current rates with 

Staff's proposed rates for the Small and Large Meter residential and Firm Commercial 

customers. I did not calculate typical bills for the Interruptible and Transportation 

customers. Exhibit (MCB-7) does show the overall percent increase for the 

customer groups within the Interruptible and Transportation customer classes. 

What is your understanding of the reasons why Company Witness Feingold has 

proposed a DDSM? 

It my understanding that the Company is proposing the adoption of a DDSM as an 

alternative only if the basic service charges for residential and firm general service 

customers are not raised to a level that would allow recovery of the full cost of service for 

those customer classes. The DDSM would correct for the over and under collection of 

distribution delivery revenues due to weather fluctuations. It is apparently the Company's 

opinion that it cannot recover the full cost of service when a portion of that cost is 

recovered through weather sensitive volumetric rates. Company Witness Feingold also 

contends, "[El rratic financial results from the constant over and under recovery of 

distribution margin can adversely impact Montana-Dakota's outlook in the financial 

community and, ultimately could increase the Company's financing costs." 

As proposed by the Company, what is your understanding of how the DDSM 

would be implemented? 

As I understand the DDSM proposed by the Company, at the end of each heating 

season the difference in revenues based on the difference between the actual and 

normal heating use would be calculated. Then the estimated total firm sales for the 

residential and Firm General Service for the following year would be estimated. The 

Adjustment Per Dekatherm for the following year would be determined by dividing the 

difference in revenues from the preceding year by the estimated firm sales for the 

following year. The same formula would be followed in subsequent years with addition of 

a true-up feature to adjust for any over or under collections in the prior year. 
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Based on your education and experience, is it your opinion that the DDSM should 

be adopted as proposed by the Company? 

No, I do not agree with the Company's proposal for the following reasons: 

1. The time lag between when the revenues are collected or dispersed and when the 

true up occurs is too great. After each heating season, the under or over recovery of 

fixed costs would be collected or dispersed during the following year. During that time 

customers may have moved on or off the system and those true-up amounts will end up 

being charged or credited to customers not responsible for those expenses or credits. A 

part of this concern with the time lag is the customers' perception that the Company is 

holding their money and they are not being compensated for it. 

2. Another concern that I have with the proposed DDSM is in the fact that after a 

warmer than normal heating season it would be normal for a positive adjustment to be 

calculated for the following heating season. If the following heating season is colder than 

normal, that customers would not only be stuck with the cost of the DDSM adjustment 

but also with the cost of purchasing larger volumes of energy, probably at higher prices. 

3. It is also possible that due to variations in the weather in different parts of the 

Company's service area, customers in one area maybe experiencing a colder or warmer 

heating season than in other areas and therefore those customers could receive or pay 

an unfair share of the DDSM adjustment. 

Is a DDSM the only way that a company can try to stabilize its revenue flow to 

account for variations in weather? 

No. One other option is weather hedging. Weather hedging can be characterized as a 

type of insurance that a utility can purchase to protect itself financially against the 

possibility of a warmer than normal heating season or spikes in energy costs. 

Has the issue of DDSM ever been considered and approved by the Commission? 

In Docket NG92-003 Minnegasco requested the approval of the addition of a "Weather 

Normal Adjustment" (WNA) clause to its tariffs. As proposed, Minnegasco's WNA would 

have worked in a similar manner as the proposed DDSM proposed by the Company in 

this docket. 
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1 Based on the results of a public input hearing and feedback received by the Commission 

2 from a bill insert in which Minnegasco attempted to explain the WNA, Minnegasco 

3 requested that its application for the approval of the WNA tariff be withdrawn. 

4 Q. Does this conclude your testimony? 

5 A. Yes. 
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Pro Forma Adjustment - Weather Normalization 

Line 
No. Description Total 

(a) (b) 

BILLED 

SMALL METER RESIDENTIAL 
LARGE METER RESIDENTIAL 
SMALL METER FlRM COMMERCIAL 
LARGE METER FlRM COMMERCIAL 
SMALL INTERRUPTIBLE 
SMALL INTERRUPTIBLE TRANSPORTATION 
ELLSWORTH AIR FORCE BASE 

TOTAL BILLED 

SMALL METER RESIDENTIAL 
LARGE METER RESIDENTIAL 
SMALL METER FIRM COMMERCIAL 
LARGE METER FlRM COMMERCIAL 
SMALL INTERRUPTIBLE 

TOTAL UNBILLED 

TOTAL 

Sources: 
Lines 2-6: Column(C), Exh ib i t (MCB- I ) ,  Schedule 2 
Lines 9-13: Column (F), Eh ib i t (MCB- I ) ,  Schedule 3 TOTAL NORMALIZED UNBILLED THERMS.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending June 30,2002 

SOUTH DAKOTA 
BILLLED SALES 

LINE 
NO. RATECLASS 

(A) 

1 SMALL METER RESIDENTIAL 
2 LARGE METER RESIDENTIAL 
3 SMALL METER FlRM COMMERCIAL 
4 LARGE METER FlRM COMMERCIAL 
5 SMALL INTERRUPTIBLE 
6 SMALL INTERRUPTIBLE TRANSPORTATION 
7 ELLSWORTH AIR FORCE BASE 

8 TOTAL 

DEKATHERMS 
ADJUSTED 

(B) 

9 WEATHER NORMALIZATION GAS REVENUES (BILLED + UNBILLED) 

Sources: 
Column (B) Lines 1-4, and 7: Exhibit-(MCB-I) Schedule 6-1 Column (L) 
Column (B) Line 5: E x h i b i t ( M C B - 2 )  Schedule 1 Column (G) 
Column (B) Line 6: E x h i b i t ( M C B - 3 )  Schedule 1-1 Column (L) 
Column (F) Lines 1-7: Column (B) * Current Commodity Rates 

Exhibit - (MCB-1) 
Schedule 2 
Page 1 of 1 

MARGIN 
REVENUES 

(C) 

TOTAL NORMALIZED UNBILLED THERMS.xls 
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UNBILLED TO APPLY TO REVENUE 
FOR PERIOD ENDING JUNE 30,2002 
CURRENT RATES 

Line 
No. 

1 
2 
3 
4 
5 

6 
7 

8 
9 

SMALL METER RESIDENTIAL 
LARGE METER RESIDENTIAL 
SMALL METER FlRM COMMERCIAL 
LARGE METER FlRM COMMERCIAL 
SMALL INTERRUPTIBLE 

EAFB & LARGE INTERRUPTIBLE 
SMALL & LARGE INTERRUPTIBLE TRANSPORTATION 
(EXCLUDED FROM NORMALIZATION) 

Sources: 

Column (A): Exhibit - (MCB-1) Schedule 4 Column (B) 
Column (B): Statement N Part A Page 10 
Column (C): Exhibit - (MCB-1) Schedule 4 Column (C) 
Column (D): Exhibit (MCB-1) Schedule 5 
Column (E): Column (C) - Column (A) 
Column (F): Column (D) - Column (8) 

(A) (B) (C) (Dl (E) (F) (GI 
BOOKED NORMALIZED NORMALIZED NORMALIZED NORMALIZED 

DEKATHERMS UNBILLED UNBILLED UNBILLED UNBILLED THERM UNBILLED ANNUALIZED 
UNBILLED REV $ REV $ ADJUSTMENT ADJ. REV $ PRO FORMA THERMS 

TOTAL NORMALIZED UNBILLED THERMS.xls 
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NORMAlLlZED UNBILLED DEKATHERMS 
SOUTH DAKOTA 
TEST YEAR ENDED JUNE 30,2002 

LINE 
NO. RATE CLASS 

( 4  

1 SMALL METER RESIDENTIALUNBILLED SALES JUN-01 
2 SMALL METER RESIDENTIALUNBILLED SALES JUN-02 

3 LARGE METER RESIDENTIALUNBILLED SALES JUN-01 
4 LARGE METER RESIDENTIALUNBILLED SALES JUN-02 

5 

5 SMALL METER FIRM UNBILLED SALES JUN-01 
6 SMALL METER FIRM UNBILLED SALES JUN-02 

7 LARGE METER FIRM UNBILLED SALES JUN-01 
8 LARGE METER FIRM UNBILLED SALES JUN-02 

7 SMALL INTERRUPTIBLE 
8 SMALL INTERRUPTIBLE 

60 TOTAL UNBILLED SALES 

Sources: 

Column (B): Exhibit - (MCB-I) Schedule 6-2 Column (B) 
Column (C): Exhibit - (MCB-1) Schedules 6-2 Column (I) 

NORMALIZED NORMALIZED 
UNBILLED UNBILLED ADJUSTMENT 
THERM'S THERM'S COL (C) - COL (B) 

(B) (C) (Dl 

TOTAL NORMALIZED UNBILLED THERMS.xls 
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UNBILLED NORMALIZED 
TESTYEAR ENDED JUNE 30,2002 
BASEDONCURRENTRATES 

Margin Margin Margin 
Usage Usage First Step Second Step Revenue Revenue Total 

First Step Second Step Rate Rate First Step Second Step Normalization 

(Dl (El (F) (G) (HI (1) (J) 

Line 
No. Rate Period 

Total Usage 
DekaTherms 

(A) 

First Step Second Step 
Percentage Percentage 

(B) (C) 

Small Meter Residential JUN-01 Reversal 
Small Meter Residential JUN-02 Accrual 

Total Unbilled Sales Normalized 

Large Meter Residential JUN-01 Reversal 
Large Meter Residential JUN-02 Accrual 

Total Unbilled Sales Normalized 

Small Meter Commercial JUN-01 Reversal 
Small Meter Commercial JUN-02 Accrual 

Total Unbilied Sales Normalized 

Large Meter Commercial JUN-01 Reversal 
Large Meter Commercial JUN-02 Accrual 

Total Unbilled Sales Normalized 

Small Interruptible JUN-01 Reversal 
Small Interruptible JUN-02 Accrual 

Total Unbilled Sales Normalized 

TOTAL UNBILLED SALES NORMALIZED 

Sources: 
Column (A): E x h i b i t  (MCB-1) Schedule 6-2 Column (I); E x h i b i t ( M C 6 - 2 )  Schedule 2 Column (I) Adjusted for Unbilled Amounts 
Column (B) and (C):Ratios based on Bill Frequency Report - Statement I workpapers (Response to Data request No. 1-2 
Column (D): Column (A) Column (B) 
Column (E): Column (A) 'Column (C) 
Column (F) and (G): Current Tariffed Rates 
Column (H): Column (D) Column (F) 
Column (I): Column (E) *Column (G) 
Column (J): Column (H) + Column (I) 

Weather Normal Unbilled Normalized - Staftxls 
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WEATHER STATION: Rapid City 
REVENUE CLASS : RESIDENTIAL - SMALL METERS 

(H) (1) (J) (to (L) 
NORMALIZED NORMALIZED WEATHER 

ACTUAL NORMALIZATION TEMP. SENSITIVE TOTAL SALES ADJUSTMENT 
HEATING DD FACTOR SALES (DksS) (oks) (Dks) 

LlNE 
NO. MONTH 

NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL 
YEAR CUSTOMERS Dk SALES SALES (Oks) SALES (DkS) HEATING DD 

1 JUL 
2 AUG 
3 SEP 
4 OCT 
5 NOV 
6 DEC 
7 JAN 
8 FEB 
9 MAR 

10 APR 
11 MAY 
1 2  JUN 

REVENUE CLASS : RESIDENTIAL - LARGE METERS 

NORMALIZED NORMALIZED WEATHER 
ACTUAL NORMALIZATION TEMP. SENSlTlVE TOTAL SALES ADJUSTMENT 

HEATING DD FACTOR SALES (DksS) (Dks) (Dks) 
LlNE 
NO. MONTH 

NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL 
YEAR CUSTOMERS Dk SALES SALES (Dks) SALES (Dks) HEATING DD 

14 JUL 
15 AUG 
16 SEP 
17 OCT 
18 NOV 
1 9  DEC 
20 JAN 
21 FEE 
22 MAR 
23 APR 
24 MAY 
25 JUN 

BASE LOAD = AVG SALES ICUST FOR 3 MO ENDING SEP 
BASE LOAD = AVG SALES ICUST FOR 3 MO ENDING SEP 

1.9072 1 RESIDENTIAL - SMALL METERS 
15.8269 1 RESIDENTIAL - LARGE METERS 

Black Hills Area Weather Normal - RC APO.xl5 



LlNE 
NO. MONTH 

29 JUL 
30 AUG 
31 SEP 
32 OCT 
33 NOV 
34 DEC 
35 JAN 
36 FEB 
37 MAR 
38 APR 
39 MAY 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Tes t  Year End ing  June  30,2002 

REVENUE CLASS : FlRM GENERAL SERVICE - SMALL METERS 

NUMBER OF BASE LOAD TEMP. SENSITIVE 
YEAR CUSTOMERS Dk SALES SALES (Dks) SALES (Dks) 

NORMAL 
HEATING DD 

ACTUAL NORMALIZATION 
HEATING DD FACTOR 

NORMALIZED 
TEMP. SENSITIVE 

SALES (DksS) 

Exhibit - (MCB-1) 
Schedule 6-1 

Page 2 of 3 

NORMALIZED WEATHER 
TOTALSALES ADJUSTMENT 

( W  (Dks) 

40 JUN 2002 3.465 15.364 9,839 5,525 219.2 243.0 0.90185 4.963 14.622 (542) 

41 41,336 508.340 116.701 391.639 398,166 514.667 6.527 

42 'BASE LOAD = AVG SALES /CUST FOR 3 MO ENDING SEP 2.8232 / FIRM GENERAL SERVICE - SMALL METERS 

REVENUE CLASS : FlRM GENERAL SERViCE- LARGE METERS 

LlNE 
NO. 

43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 

MONTH 

JUL 
AUG 
SEP 
OCT 
N O V  
DEC 
JAN 
FEB 
MAR 
APR 
MAY 

NUMBER OF BASE LOAD TEMP. SENSITIVE 
YEAR CUSTOMERS Dk SALES SALES (Dks) SALES (Dks) 

NORMAL 
HEATING DD 

ACTUAL NORMALIZATION 
HEATING DD FACTOR 

NORMALIZED 
TEMP. SENSITIVE 

SALES (DksS) 

NORMALIZED 
TOTAL SALES 

(Dks) 

WEATHER 
ADJUSTMENT 

54 JUN 2002 1,298 70,479 50,225 20,254 21 9.2 243.0 0.901 85 18,267 66.491 (1,988) 

55 15.427 1,567,726 596.929 970,797 987.874 1,584,803 17,077 

56 'BASE LOAD = AVG SALES / CUST FOR 3 MO ENDING SEP 38.6938 / FIRM GENERAL SERVICE - LARGE METERS 

Black Hills Area Weather Normal - RC APO.xls 



LlNE 
NO. MONTH 

57 JUL 
58 AUG 
59 SEP 
60 OCT 
61 NOV 
62 DEC 
63 JAN 
64 FEB 
65 MAR 
66 APR 
67 MAY 
68 JUN 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending June 30,2002 

REVENUE CLASS : ELLSWORTH AFB 

NUMBER OF BASE LOAD TEMP. SENSITIVE 
YEAR CUSTOMERS Dk SALES SALES (Dks) SALES (Oks) 

NORMAL 
HEATING DD 

ACTUAL NORMALIZATION 
HEATING DD FACTOR 

NORMALIZED 
TEMP. SENSITIVE 

SALES (DksS) 

NORMALIZED 
TOTAL SALES 

( W  

Exhibit- (MCB-1) 
Schedule 6-1 

Page 3 of 3 

WEATHER 
ADJUSTMENT 

Pks) 

70 BASE LOAD = AVG SALES / CUST FOR 3 MO ENDING OCT 7,636.3333 1 ELLSWORTH AFB 

Sources: 
Columns (C) and (D): Response to Data Request 1-30 
Column (E): Column (C) * Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): E x h i b i t  (MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) 'Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 
Lines 27,28,42,56 and 70: E x h i b i t  (MCB-1) Schedule 6-3 

Black Hills Area Weather Normal - RC APO.xls 





LINE 
NO. MONTH YEAR 

1 JUN 2002 

2 JUN 2002 

(A) 

NUMBER OF 
CUSTOMERS 

35,121 

18 

BASE LOAD 
THERM SALES SALES (THERM'S) 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending June 30,2002 

(D) 
TEMP. 

SENSITIVE 
SALES 

(THERM'S) 

21,940 

67 

3 BASE LOAD = AVG SALES I CUSTOMER FOR JUL, AUG, & SEP TIMES PER MONTH = 
4 BASE LOAD = AVG SALES I CUSTOMER FOR JUL, AUG, & SEP TIMES PER MONTH = 

LINE 
NO. MONTH YEAR 

5 JUN 2002 

6 JUN 2002 

NUMBER OF 
CUSTOMERS 

3,485 

1.298 

BASE LOAD 
rHERM SALES SALES (THERM'S) 

TEMP. 
SENSITIVE 

SALES 
(THERM'S) 

2,763 

10.127 

7 BASE LOAD = AVG SALES I CUSTOMER FOR JUL, AUG, & SEP TIMES PER MONTH = 
8 BASE LOAD = AVG SALES I CUSTOMER FOR JUL, AUG, & SEP TIMES PER MONTH = 

Exhibit - (MCB-1) 
Schedule 6-2 

Page 2 of 2 

(El 

NORMAL 
HEATING DD 

219.2 

219.2 

0.953598 
7.91 3462 

NORMAL 
HEATING DD 

219.2 

21 9.2 

1.4116 
19.3469 

(F) (G) (H) (1) (J) 
UNBILLED UNBILLED 

NORMALIZED NORMALIZED UNBILLED 
ACTUAL NORMALIZATION TEMP. SENSITIVE TOTAL SALES WEATHER 

HEATING DD FACTOR SALES (THERM'S) (THERM'S) ADJUSTMENT 

RATE: RESIDENTIAL - SMALL METERS 

RATE: RESIDENTIAL - LARGE METERS 

I RESIDENTIAL - SMALL METERS 
I RESIDENTIAL - LARGE METERS 

UNBILLED UNBILLED 
NORMALIZED NORMALIZED UNBILLED 

ACTUAL NORMALIZATION TEMP. SENSiTlVE TOTAL SALES WEATHER 
HEATING DD FACTOR SALES (THERM'S) (THERM'S) ADJUSTMENT 

RATE: FIRM GENERAL SERVICE - SMALL METERS 

RATE: FIRM GENERAL SERVICE - LARGE METERS 

I FlRM GENERAL SERVICE - SMALL METERS 
I FlRM GENERAL SERVICE - LARGE METERS 

Column (A), (B), (E), and (F): Exhibit - (MCB-1) Schedule 6-3 
Column (C): Column (A) ' Base Load 

Black Hills Area Weather Normal - RC APO.xls 



STATE: 
WEATHER STATION; 

DEGREE DAYS 
LINE 

NO. MONTH 
(A) 

1 JUN 
2 JUL 
3 AUG 
4 SEP 
5 OCT 
6 NOV 
7 DEC 
8 JAN 
9 FEB 
10 MAR 
11 APR 
12 MAY 
13 JUN 

Sources: 

YEAR 
(8) 

2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 

NORMAL 
(C) 

88 
16 
21 

190 
52 1 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 

ACTUAL 
(Dl 

127 
9 

I 38  
523 
746 

1 , I  11 
1,149 

953 
1,316 

606 
41 7 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending June 30,2002 

SOUTH DAKOTA 
Rapid City APO 
RESIDENTIAL - SMALL METERS 

CUSTOMERS 
(E) 

NIA 
34,278 
34,328 
34,514 
34,825 
35,017 
35,l 37 
35,243 
35,285 
35,336 
35,242 
35,200 

DEKATHERM 
SALES 

(F) 
NIA 

68,510 
61,193 
66,967 

134,934 
225,914 
368,490 
479,975 
429,024 
473,644 
357,474 
230,370 
1 10,862 

3,007,357 

AVG USE 
3 MONTH 

ENDING 
(GI 

3.9173 
2.31 92 
1 .go72 
2.5379 
4.0996 
6.9475 

10.1 936 
12.0900 
13.0606 
11 .go35 
10.0351 
6.61 89 

Exhibit - (MCB-1) 
Schedule 6-3 

Page 1 of 2 

RESIDENTIAL - LARGE METERS 

CUSTOMERS 

(H) 
NIA 

17 
17 
18 
18 
18 
18 
19 
19 
19 
18 
18 
18 

DEKATHERM 
SALES 

(1) 
NIA 
268 
283 
272 
491 
662 
977 

1,259 
1,121 
1,194 

926 
637 
41 9 

AVG USE 
3 MONTH 

ENDING 
(J) 

24.981 1 
18.6538 
15.8269 
19.7358 
26.3889 
39.4444 
52.6909 
59.9464 
62.7018 
57.8750 
50.1273 
36.7037 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 (Revised) 
Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E), (F), (H), (I), (K), (L), (N), (0), (Q), and (R): MDU Response to Staff Data Request No. 1-30 

Black Hills Area Weather Normal - RC APO.xls 



LINE 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending June 30,2002 

Exhibit - (MCB-1) 
Schedule 6-3 

Page 2 of 2 

DEKATHERM 
SALES 

(R) 
NIA 

10,671 
7,161 
6,699 
9,049 

39,626 
56,251 
88,084 
89,420 
75,081 
98,929 
56,116 
36,162 

FIRM GENERAL SERVICE - SMALL METERS FIRM GENERAL SERVICE - LARGE METERS AIR FORCE BASE 

NO. CUSTOMERS 

(K) 
1 NIA 
2 3,365 
3 3,367 
4 3,366 
5 3,395 
6 3,447 
7 3,466 
8 3,480 
9 3,490 
10 3,496 
11 3,489 
12 3,490 
13 3,485 

DEKATHERM 
SALES 

(L) 
NIA 

10,005 
9,709 
8,795 

16,151 
31,686 
61,309 
87,882 
78,608 
88,052 
65,408 
35,371 
15,364 

508,340 

AVG USE 
3 MONTH 

ENDING 

(MI 

CUSTOMERS 

(N) 
NIA 

1,260 
1,260 
1,268 
1,277 
1,284 
1,296 
1,293 
1,296 
1,297 
1,296 
1,302 
1,298 

DEKATHERM 
SALES 

(0) 
NIA 

51 , I  36 
49,540 
45,896 
73,615 

1 12,805 
176,371 
234,947 
212,041 
235,319 
184,449 
121,128 
70,479 

1,567,726 

AVG USE 
3 MONTH 

ENDING 

(P) 

62.8868 
44.8284 
38.6938 
44.4286 
60.6728 
94.0604 

135.3274 
160.4528 
175.5808 
162.4605 
138.8693 
96.5236 

CUSTOMERS 

(Q) 
NIA 

1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
I 

AVG USE 
3 MONTH 

ENDING 

(S) 

34,316.3333 
17,998.0000 
8,177.0000 
7,636.3333 

18,458.0000 
34,975.3333 
61,320.3333 
77,918.3333 
84,195.0000 
87,810.0000 
76,708.6667 
63,735.6667 

Black Hills Area Weather Normal - RC APO.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Rate 71 Small Interruptible 
Weather Normalization 

Test Year Ending June 30,2002 

RATE 71 SMALL INTERRUPTIBLE COMBINED 

LINE CUSTOMER 
NO. ID NO. 

1 100 
2 101 
3 102 
4 167 
5 522 
6 527 
7 532 
8 533 

9 SUBTOTAL 

Dk SALES 
7,351 
2,750 

889 
6,434 

546 
3,704 
5,917 
3,045 

30,636 

None Weather Sensitive Customers 

10 556 2,312 
11 555 6,612 
12 540 1,502 
13 222 691 
14 574 393 
15 558 0 

16 SUBTOTAL 11,510 

17 TOTAL 42,146 

BASE LOAD 
SALES 

(Dk) 
596 
204 
334 

2,376 
84 
96 

3,196 
18 

6,904 

Sources: 
Lines 1 - 8: E x h i b i t ( M C B - 2 )  Schedule 3-1 to 10-1 
Lines 10 - 15: Response to Data Request No. 2-12 

TEMP. 
SENSITIVE 

SALES 
(Dk) 

6,755 
2,546 

555 
4,209 

462 
3,608 
2,721 
3,027 

23,883 

(E) 
NORMALIZED 

TEMP. 
SENSITIVE 

SALES 
(Dk) 

6,619 
2,632 

499 
4,309 

470 
3,746 
2,772 
3,072 

24,120 

NORMALIZED 
TOTAL SALES 

(Dk) 
7,215 
2,836 

833 
6,685 

554 
3,842 
5,968 
3,091 

31,024 

Exhibit - (MCB-2) 
Schedule 1 
Page 1 of 1 

WEATHER 
ADJUSTMENT 

(Dk) 
(1 36) 

86 
(56) 
251 

8 
I38 
51 
45 

388 

Rapid City Weather Normal - Rate 71 Combined.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Rate 71 Small Interruptible 
Weather Normalization Unbilled Sales 

Test Year Ending June 30,2002 

Exhibit - (MCB-2) 
Schedule 2 
Page 1 of 1 

WEATHER STATION: RAPID CITY APO 

RATE: 71 SMALL INTERRUPTIBLE 

(A) (9 (C) (D) ( 4  (F) (G) (H) (1) (J) 
UNBILLED 

TEMP. NORMALIZED UNBILLED 
BASE LOAD SENSITIVE TEMP. SENSITIVE NORMALIZED 

LINE NUMBER OF SALES SALES NORMAL ACTUAL NORMALIZATION SALES TOTAL SALES UNBILLED WEATHER 
NO. MONTH YEAR CUSTOMERS DKSSALES (DKS) (DK'S) HEATING DD HEATING DD FACTOR (DK'S) (DK'S) ADJUSTMENT 

1 JUN 2001 6 (297) (279) (1'4 88.0 127.0 0.69291 (13) (292) 6 

JUN 2002 7 918 326 593 88.0 44.0 2.00000 1,185 1,511 

3 BASE LOAD = AVG SALES I CUSTOMER FOR JUL. AUG, & SEP TIMES PER MONTH = 46.500000 1 RATE 71 - SMALL INTERRUPTIBLE 

Sources: 

Column (A): Response ro Data request No. 2-12 
Column (0): One Half June Sales to Weather Sensitive Customers; E x h i b i t ( M C B - 2 )  Schedule 3-1 to 10-1 
Column (C): Column (A) ' Baseload 
Column (E) and (F): Exhibit-(MCB-2) Schedule 3-2, Actual and Normal HDD for June 

Rapid City Weather Normal - Rate 71 Cornbined.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization -Customer ID No. 100 
Test Year Ending June 30,2002 

Exhibit - (MCB-2) 
Schedule 3-1 

Page 1 of 1 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 100 

(A) (B) (C) (D) (E) (0 (G) (H) (1) (J) (K) (L) 
NORMALIZED WEATHER 

LINE NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL ACTUAL NORMALIZATION TEMP. SENSITIVE NORMALIZED ADJUSTMENT 
NO. MONTH YEAR CUSTOMERS DkT SALES SALES (DkT) SALES (DkT) HEATING OD HEATING DD FACTOR SALES (DkT) TOTAL SALES (DM) (DkT) 

JUL 
AUG 
SEP 
OCT 
NOV 
DEC 
JAN 
FEE 
MAR 
APR 
MAY 
JUN 

Sources: 
Column (C) and (D): Exh ib i t (MCB-2 )  Schedule 3-2 
Column (E): Column (C) Baseload 
Column (F): Column (D) -Column (E) 
Column (G) and (H): E x h i b i t ( M C B - 8 )  
Column (I): Column (G) I Column (H) 
Column (J): Column (F) * Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

Rapid City Weather Normal - Customer ID 100.xls 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
I 0  
11 
12 
13 

MONTH 

( 4  
JUN 
JUL 

AUG 
SEP 
OCT 
NOV 
DEC 
JAN 
FEB 

MAR 
APR 
MAY 
JUN 

STATE: 
WEATHER STATION; 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 
2002 

DEGREE DAYS 

NORMAL 

(C) 
88 
16 
2 1 

190 
52 1 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 
88 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. I 0 0  
Test Year Ending June 30,2002 

ACTUAL 

(Dl 
127 

9 

I38 
523 
746 

1,111 
1,149 

953 
1,316 

606 
41 7 
44 

14 7,211 7,012 

Sources: 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 100 

CUSTOMERS DK THERM SALES 

(E) (F) 
NIA NIA 

1 60 
I 36 
1 54 
1 69 
1 402 
1 245 
1 1,216 
1 1,508 
1 979 
1 1,408 
1 668 
1 708 

AVG USE 
3 MONTH 
ENDING 

(G) 

478.6000 
267.6667 
49.6667 
52.7000 

174.9667 
238.6333 
620.8000 
989.3000 

1,234.1 000 
1,298.0667 
1,018.2333 

927.7667 

Exhibit - (MCB-2) 
Schedule 3-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): MDU Response to Staff Data Request No. 2-4 

Rapid City Weather Normal - Customer ID 100.xls 



(A) 

LINE 
NO. MONTH 

1 JUL 
2 AUG 
3 SEP 
4 OCT 
5 NOV 
6 OEC 
7 JAN 
8 FEE 
9 MAR 
10 APR 
11 MAY 
12 JUN 

13 

Sources: 

NUMBER OF 
YEAR CUSTOMERS DkT SALES 

Column (C) and (D): E x h i b i t ( M C 6 - 2 )  Schedule 4-2 
Column (E): Column (C) * Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): E x h i b i t ( M C E - 8 )  
Column (I): Column (G) I Column (H) 
Column (J): Column (F) ' Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 101 
Test Year Ending June 30,2002 

BASE LOAD TEMP. SENSITIVE 
SALES (DkTJ SALES (DkTJ 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 101 

NORMAL 
HEATING DD 

(H) (1) (J) (K) (L) 
NORMALIZED WEATHER 

ACTUAL NORMALIZATION TEMP. SENSITIVE NORMALIZED ADJUSTMENT 
HEATING DD FACTOR SALES (DkT) TOTAL SALES (DkT) (DkT) 

Exhibit - (MCB-2) 
Schedule 4-1 

Page 1 of I 

Rapid City Weather Normal - Customer ID 10l.xls 



LINE 
NO. MONTH 

(A) 
1 JUN 
2 JUL 
3 AUG 
4 SEP 
5 OCT 
6 NOV 
7 DEC 
8 JAN 
9 FEB 
10 MAR 
11 APR 
12 MAY 
13 JUN 

STATE: 
WEATHER STATION; 

DEGREE DAYS 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 
2002 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 101 
Test Year Ending June 30,2002 

NORMAL 

(C) 
88 
16 
21 

190 
52 1 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 

ACTUAL 

(Dl 
127 

9 

I38  
523 
746 

1,111 
1,149 

953 
1,316 

606 
41 7 
44 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 101 

CUSTOMERS DK THERM SALES 

(El (F) 
NIA NIA 

1 18 
1 16 
1 17 
1 96 
1 169 
1 370 
I 502 
1 460 
1 482 
1 233 
1 363 
1 24 

AVG USE 
3 MONTH 
ENDING 

(G) 

135.0000 
19.3333 
17.0000 
43.0000 
94.0000 

21 1.6667 
347.0000 
444.0000 
481.3333 
391.6667 
359.3333 
206.6667 

Exhibit - (MCB-2) 
Schedule 4-2 

Page 1 of 1 

Sources: 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA CIimatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): MDU Response to Staff Data Request No. 2-4 

Rapid City Weather Normal - Customer ID 101 .xis 



(A) 

LINE 
NO. MONTH 

1 JUL 
2 AUG 
3 SEP 
4 OCT 
5 NOV 
6 DEC 
7 JAN 
8 FEB 
9 MAR 
10 APR 
11 MAY 
12 JUN 

13 

Sources: 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 102 

NUMBER OF 
YEAR CUSTOMERS 

BASE LOAD 
DkT SALES SALES (DkT) 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization -Customer ID No. 102 
Test Year Ending June 30,2002 

Exhibit- (MCB-2) 
Schedule 5-1 

Page 1 of 1 

(F) 

TEMP. SENSITIVE 
SALES (DkT) 

Column (C) and (D): Exh ib i t (MCB-2 )  Schedule 5-2 
Column (E): Column (C) Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): Exh ib i t (MCB-8 )  
Column (I): Column (G) I Column (H) 
Column (J): Column (F) 'Column (I) 
Coulmn (K): Column (E) +Column (J) 
Column (L): Column (K) - Column (D) 

(G) 

NORMAL 
HEATING DD 

49 
6 

63 
241 
640 

1,098 
1,244 
1,326 

993 
782 
520 

(H) 

ACTUAL 
HEATING DD 

66 

36 
204 
556 
906 

1,103 
1.197 
1.099 
1.060 

547 

(1) 

NORMALIZATION 
FACTOR 

0.00000 
0.00000 
0.00000 
1.18137 
1.15108 
1.21192 
1 .I2783 
1.10777 
0.90355 
0.73774 
0.95064 

(J) 
NORMALIZED 

TEMP. SENSITIVE 
SALES (DkT) 

NORMALIZED 
TOTAL SALES (DM) 

Rapid City Weather Normal - Customer ID 102.xls 



LINE 
NO. MONTH 

(A) 
1 JUN 
2 JUL 
3 AUG 
4 SEP 
5 OCT 
6 NOV 
7 DEC 
8 JAN 
9 FEB 
10 MAR 
11 APR 
12 MAY 
13 JUN 

STATE: 
WEATHER STATION: 

DEGREE DAYS 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 
2002 - 

NORMAL 

(C) 
88 
16 
21 

190 
52 1 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 102 
Test Year Ending June 30,2002 

ACTUAL 

(Dl 
127 

9 

138 
523 
746 

1,111 
1,149 

953 
1,316 

606 
41 7 

44 88 . . 

14 7,211 7,012 

Sources: 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 527 

CUSTOMERS DK THERM SALES 

(El (F) 
NIA NIA 

AVG USE 
3 MONTH 
ENDING 

(G) 

- 

61 3.6667 
574.0769 
386.5652 

Exhibit - (MCB-2) 
Schedule 5-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): MDU Response to Staff Data Request No. 2-4 

Rapid City Weather Normal - Customer ID 102.xls 



(A) 

LINE 
NO. MONTH 

1 JUL 
2 AUG 
3 SEP 
4 OCT 
5 NOV 
6 DEC 
7 JAN 
8 FEB 
9 MAR 
10 APR 
11 MAY 
12 JUN 

13 

WEATHER STATION: Rapid City 
REVENUE CLASS : RESIDENTIAL 

NUMBER OF 
YEAR CUSTOMERS DkT SALES 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 167 
Test Year Ending June 30,2002 

Sources: 
Column (C) and (D): Exhibit-(MCB-2) Schedule 6-2 
Column (E): Column (C) * Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): Exhibit-(MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) * Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

BASE LOAD TEMP. SENSITIVE 
SALES (DkT) SALES (DkT) 

(G) 

NORMAL 
HEATING DD 

72 
14 
33 

188 
536 

1,020 
1,208 
1,350 
1,042 

847 
585 
316 

(H) 

ACTUAL 
HEATING DD 

l o 5  

I38  
543 
808 

1,134 
1,148 
1,022 
1,166 

617 

(1) 

NORMALIZATION 
FACTOR 

0.00000 
0.00000 
0.00000 
1.36232 
0.9871 1 
1.26238 
1.06526 
1.17596 
1.01 957 
0.72642 
0.94814 

(J) 
NORMALIZED 

TEMP. SENSITIVE 
SALES (DkT) 

Exhibit - (MCB-2) 
Schedule 6-1 

Page 1 of 1 

(K) 

NORMALIZED 
TOTAL SALES (DkT) 

238 
I76 
I80 
357 
571 
760 
882 
961 
81 6 
568 
783 

(L) 
WEATHER 

ADJUSTMENT 
(DkT) 

42 
(5) 

117 
42 

114 
12 

(139) 
119 

Rapid City Weather Normal - Customer ID 167.~1s 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

MONTH 

(A) 
JUN 
JUL 

AUG 
SEP 
OCT 
NOV 
DEC 
JAN 
FEB 

MAR 
APR 
MAY 

STATE: 
WEATHER STATION; 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 

DEGREE DAYS 

NORMAL 

(C) 
88 
16 
2 1 

190 
52 1 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 167 
Test Year Ending June 30,2002 

13 JUN 2002 88 

14 7,211 7,012 

Sources: 

ACTUAL 

(D) 
127 

9 

138 
523 
746 

1,111 
1,149 

953 
1,316 

606 
41 7 
44 

SOUTH DAKOTA 
Rapid City APO 

Customer ID No. 167 

CUSTOMERS DK THERM SALES 

(El (F) 
NIA NIA 

1 238 
1 176 
1 180 
1 31 5 
1 576 
1 643 
1 840 
1 847 
1 804 
1 707 
1 664 
1 444 

AVG USE 
3 MONTH 
ENDING 

(G) 

448.6667 
286.0000 
198.0000 
223.6667 
357.0000 
51 1.3333 
686.3333 
776.6667 
830.3333 
786.0000 
725.0000 
605.0000 

Exhibit - (MCB-2) 
Schedule 6-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): MDU Response to Staff Data Request No. 2-4 

Rapid City Weather Normal - Customer ID 1 6 7 . ~ 1 ~  



(A) 

LINE 
NO. MONTH 

1 JUL 
2 AUG 
3 SEP 
4 OCT 
5 NOV 
6 DEC 
7 JAN 
8 FEB 
9 MAR 
10 APR 
11 MAY 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 522 
Test Year Ending June 30,2002 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 100 

NUMBER OF BASE LOAD 
YEAR CUSTOMERS DkT SALES SALES (DkT) 

(F) 

TEMP. SENSITIVE 
SALES (DkT) 

21 
37 
52 
60 
65 
76 
64 
54 

(G) 

NORMAL 
HEATING DD 

60 
7 

58 
233 
625 

1,087 
1,240 
1,252 
1,014 

856 
529 

ACTUAL NORMALIZATION 
HEATING DD FACTOR 

(J) (K) 
NORMALIZED 

TEMP. SENSITIVE NORMALIZED 
SALES (DkT) TOTAL SALES (DkT) 

Exhibit - (MCB-2) 
Schedule 7-1 

Page 1 of 1 

(L) 
WEATHER 

ADJUSTMENT 
(DkT) 

4 
6 

11 
7 
8 

(2) 
(1 8) 
(2) 

12 JUN 2002 1 40 7 33 258 300 28 35 (5) 0.86000 

13 12 546 84 462 470 554 8 

Sources: 
Column (C) and (D): Exhibit-(MCB-2) Schedule 7-2 
Column (E): Column (C) * Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): Exhibit-(MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) * Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

Rapid City Weather Normal - Customer ID 522.xls 



LINE 
NO. MONTH 

(A) 
1 JUN 
2 JUL 
3 AUG 
4 SEP 
5 OCT 
6 NOV 
7 DEC 
8 JAN 
9 FEB 
10 MAR 
11 APR 
12 MAY 
13 JUN 

STATE: 
WEATHER STATION; 

DEGREE DAYS 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 
2002 - 

NORMAL 

(C) 
88 
16 
2 1 

190 
521 
934 

1,233 
1,314 
1,067 

925 
595 
31 3 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 522 
Test Year Ending June 30,2002 

ACTUAL 

(Dl 
127 

9 

I38 
523 
746 

1,111 
1,149 

953 
1,316 

606 
41 7 

44 88 . . 

14 7,211 7,012 

Sources: 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 100 

CUSTOMERS 

(El 
NIA 

1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
I 

DK THERM SALES 

(F) 
NIA 
13 
3 
5 

28 
44 
59 
67 
72 
83 
7 1 
6 1 
40 

AVG USE 
3 MONTH 
ENDING 

(GI 

38.0000 
18.6667 
7.0000 

12.0000 
25.6667 
43.6667 
56.6667 
66.0000 
74.0000 
75.3333 
71.6667 
57.3333 

Exhibit - (MCB-2) 
Schedule 7-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): MDU Response to Staff Data Request No. 2-4 

Rapid City Weather Normal - Customer ID 522.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 527 
Test Year Ending June 30,2002 

Exhibit - (MCB-2) 
Schedule 8-1 

Page 1 of 1 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 527 

(A) (B) (C) (Dl (El (F) (G) (HI (1) (J) (K) (L) 
NORMALIZED WEATHER 

LINE NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL ACTUAL NORMALIZATION TEMP. SENSITIVE NORMALIZED ADJUSTMENT 
NO. MONTH YEAR CUSTOMERS Dk SALES SALES (DkT) SALES (DkT) HEATING DD HEATING DD FACTOR SALES (DkT) TOTAL SALES (DkT) (DkT) 

JUL 
AUG 
SEP 
OCT 
NOV 
DEC 
JAN 
FEB 
MAR 
APR 
MAY 
JUN 

Sources: 
Column (C) and (D): Exhibit-(MCB-2) Schedule 8-2 
Column (E): Column (C) * Baseload 
Column (F): Column (D) -Column (E) 
Column (G) and (H): Exhibit-(MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) "Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

Rapid City Weather Normal - Customer ID 527.~1~ 



LINE 
NO. MONTH 

(A) 
I JUN 
2 JUL 
3 AUG 
4 SEP 
5 OCT 
6 NOV 
7 DEC 
8 JAN 
9 FEB 
10 MAR 
11 APR 
12 MAY 
13 JUN 

STATE: 
WEATHER STATION; 

DEGREE DAYS 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 
2002 

NORMAL 

(C) 
88 
16 
21 

190 
52 1 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 527 
Test Year Ending June 30,2002 

ACTUAL 

(D) 
127 

9 

I38  
523 
746 

1,111 
1,149 

953 
1,316 

606 
41 7 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 527 

CUSTOMERS 

(E) 
NIA 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

DK THERM SALES 

(F) 
NIA 

9 
6 
9 

I63 
339 
493 
691 
530 
542 
460 
336 
I26 

AVG USE 
3 MONTH 
ENDING 

(G) 

157.0000 
47.0000 

8.0000 
59.3333 

170.3333 
331.6667 
507.6667 
571.3333 
587.6667 
51 0.6667 
446.0000 
307.3333 

Exhibit - (MCB-2) 
Schedule 8-2 

Page I of 1 

Sources: 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): MDU Response to Staff Data Request No. 2-4 

Rapid City Weather Normal - Customer ID 527.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 532 
Test Year Ending June 30,2002 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 532 

LINE NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL 
NO. MONTH YEAR CUSTOMERS DkT SALES SALES (DkT) SALES (DkT) HEATING DD 

JUL 
AUG 
SEP 
OCT 
NOV 
DEC 
JAN 
FEE 
MAR 
APR 
MAY 
JUN 

Sources: 
Column (C) and (D): Exhibit-(MCB-2) Schedule 9-2 
Column (E): Column (C) * Baseload 
Column (F): Column (D) -Column (E) 
Column (G) and (H): Exhibit-(MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) *Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

ACTUAL NORMALIZATION 
HEATING DD FACTOR 

Exhibit - (MCB-2) 
Schedule 9-1 

Page 1 of I 

(J) (K) 
NORMALIZED 

TEMP. SENSITIVE NORMALIZED 
SALES (DkT) TOTAL SALES (DkT) 

(L) 
WEATHER 

ADJUSTMENT 
(DkT) 

19 
53 
48 
81 
32 

(45) 
(1 04) 
(32) 

Rapid City Weather Normal - Customer ID 532.~1s 



LINE 
NO. MONTH 

(A) 
1 JUN 
2 JUL 
3 AUG 
4 SEP 
5 OCT 
6 NOV 
7 DEC 
8 JAN 
9 FEB 
10 MAR 
11 APR 
12 MAY 
13 JUN 

Sources: 

STATE: 
WEATHER STATION; 

DEGREE DAYS 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 
2002 

Montan-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 532 
Test Year Ending June 30,2002 

NORMAL 

(C) 
88 
16 
2 1 

190 
521 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 

ACTUAL 

(D) 
127 

9 

138 
523 
746 

1 , I  11 
1,149 

953 
1,316 

606 
41 7 

44 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 532 

CUSTOMERS DK THERM SALES 

(El (F) 
NIA NIA 

1 274 
1 265 
1 260 
1 394 
1 487 
1 582 
1 757 
1 629 
1 741 
1 651 
1 522 
1 355 

12 5,917 

AVG USE 
3 MONTH 
ENDING 

(G) 

383.6667 
298.0000 
266.3333 
306.3333 
380.3333 
487.6667 
608.6667 
656.0000 
709.0000 
673.6667 
638.0000 
509.3333 

Exhibit - (MCB-2) 
Schedule 9-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): MDU Response to Staff Data Request No. 2-4 

Rapid City Weather Normal -Customer ID 532.xl.s 



(A) 

LINE 
NO. MONTH 

1 JUL 
2 AUG 
3 SEP 
4 OCT 
5 NOV 
6 DEC 
7 JAN 
8 FEB 
9 MAR 
10 APR 
11 MAY 
12 JUN 

13 

Sources: 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 533 
Test Year Ending June 30,2002 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 533 

NUMBER OF BASE LOAD TEMP. SENSITIVE 
YEAR CUSTOMERS DkT SALES SALES (DkT) SALES (DkT) 

Column (C) and (D): Exhibit-(MCB-2) Schedule 10-2 
Column (E): Column (C) * Baseload 
Column (F): Column (D) -Column (E) 
Column (G) and (H): Exhibit-(MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) * Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) -Column (D) 

(GI 

NORMAL 
HEATING DD 

38 

lo5 
302 
746 

1,166 
1,268 
1,292 

938 
71 7 
453 
186 

Exhibit - (MCB-2) 
Schedule 10-1 

Page 1 of 1 

(HI (1) (J) (4 (L) 
NORMALIZED WEATHER 

ACTUAL NORMALIZATION TEMP. SENSITIVE NORMALIZED ADJUSTMENT 
HEATING DD FACTOR SALES (DkT) TOTAL SALES (DkT) (DkT) 

Rapid City Weather Normal - Customer ID 533.~1s 



LINE 
NO. MONTH 

( 4  
1 JUN 
2 JUL 
3 AUG 
4 SEP 
5 OCT 
6 NOV 
7 DEC 
8 JAN 
9 FEB 
10 MAR 
11 APR 
12 MAY 
13 JUN 

Sources: 

STATE: 
WEATHER STATION; 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 
2002 

DEGREE DAYS 

NORMAL 

(C) 
88 
16 
21 

190 
521 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 533 
Test Year Ending June 30,2002 

ACTUAL 

(Dl 
127 

9 

I38  
523 
746 

1,111 
1,149 

953 
1,316 

606 
41 7 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 533 

CUSTOMERS 

(E) 
NIA 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 

DK THERM SALES 

(F) 
NIA 

0 
6 

12 
l o 6  
220 
428 
539 
468 
639 
360 
246 

Exhibit - (MCB-2) 
Schedule 10-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): MDU Response to Staff Data Request No. 2-4 

Rapid City Weather Normal - Customer ID 5 3 3 . ~ 1 ~  



(A) 

LINE 
NO. MONTH 

1 JUL 
2 AUG 
3 SEP 
4 OCT 
5 NOV 
6 DEC 
7 JAN 
8 FEB 
9 MAR 

10 APR 
11 MAY 
12 JUN 

13 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Rate 81 Small Interruptible Transportation 
Test Year Ending June 30,2002 

WEATHER STATION: Rapid City 
REVENUE CLASS : RATE 81 - SMALL INTERRUPTIBLE TRANSPORTATION 

NUMBER OF 
YEAR CUSTOMERS 

(Dl 

Dk SALES 

4,689 
3,968 
5,025 
5,243 

14,560 
20,483 
29,962 
31,749 
26,999 
34,817 
20,484 
13,567 

21 1,546 
14 Non-Weather Sensitive 149 221,161 

15 TOTAL 377 432,707 

(El (F) (GI (H) (1) (J) (K) 
NORMALIZED 

BASE LOAD TEMP. SENSITIVE NORMAL ACTUAL NORMALIZATION TEMP. SENSITIVE NORMALIZED 
SALES (DkT) SALES (DkT) HEATING DD HEATING DD 

Exhibit - (MCB-3) 
Schedule 1-1 

Page 1 of 1 

Sources: 
Column (C) and (D): Exhibit-(MCB-3) Schedule 1-2 
Column (E): Column (C) * Baseload 
Column (F): Column (D) -Column (E) 
Column (G) and (H): Exhibit-(MCB-3) Schedule 2 Column (C) and (D) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) 'Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 
Line 14: Response to Data Request No. 2-12 

FACTOR 

0.00000 
0.00000 
0.00000 
1.37681 
0.9961 8 
1.25369 
1 .I 0981 
1 .I4360 
1.11216 
0.70449 
0.96906 

SALES (DkT) TOTAL SALES (DkT) 

(L) 
WEATHER 

ADJUSTMENT 
(DM) 

257 

(38) 
4,039 
2,789 
3,904 
2,517 

(8,941) 
(493) 

Rapid City Weather Normal - Rate 8 1 . ~ 1 ~  



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

MONTH 

(A) 
JUN 
JUL 

AUG 
SEP 
OCT 
NOV 
DEC 
JAN 
FEB 

MAR 
APR 
MAY 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Rate 81 Small Interruptible Transportation 
Test Year Ending June 30,2002 

STATE: 
WEATHER STATION; 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 

DEGREE DAYS 

NORMAL 

(C) 
88 
16 
2 1 

190 
52 1 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 

ACTUAL 

(D) 
127 

9 

138 
523 
745 

1 , I  11 
1,149 

954 
1,313 

614 
41 7 
44 13 JUN 2002 88 

14 7,211 7,017 

Sources: 

SOUTH DAKOTA 
Rapid City APO 

Rate 81 Small Interruptible Transport 

CUSTOMERS 

(El 
NIA 
19 
19 
19 
19 
19 
19 
19 
19 
19 
19 
19 
19 

DK THERM SALES 

(F) 
NIA 

4,689 
3,968 
5,025 
5,243 

14,560 
20,483 
29,962 
31,749 
26,999 
34,817 
20,484 
13,567 

AVG USE 
3 MONTH 
ENDING 

(GI 

679.6684 
389.9035 
240.0456 
249.7614 
435.5895 
706.7737 

1,140.4298 
1,441.9842 
1,556.301 8 
1,641.4807 
1,443.8632 
1,208.21 93 

Exhibit - (MCB-3) 
Schedule 1-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 (Revised) 

Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): Exhibit-(MCB-3) Schedule 2 

Rapid City Weather Normal - Rate 81 .XIS 



Montana-Dakota Utilities 
South Dakota - Gas 

Usage Analysis 
Rate 81 Small Interruptible Transportation 

Test Year Ending June 30,2002 

Rate 81 Customer Usage by Month - DekaTherms 

Line Customer ID Nos. 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

13 

Month 
Jul-01 

Aug-01 
Sep-01 
Oct-0 1 
NOV-01 
Dec-01 
Jan-02 
Feb-02 
Mar-02 
Apr-02 
May-02 
Jun-02 

TOTAL 

Source: 
Lines 1-12: Response to Data Request No. 2-4 

Exhibit - (MCB-3) 
Schedule 2 
Page 1 of 2 

Rate 81 Usage Analysis.xls 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

13 

Montana-Dakota Utilities 
South Dakota - Gas 

Usage Analysis 
Rate 81 Small Interruptible Transportation 

Test Year Ending June 30,2002 

Rate 81 Customer Usage by Month - DekaTherms 

Customer ID Nos. 
Month 529 191 

Jul-01 70 399.3 
Aug-01 0.1 249.9 
Sep-01 2.1 256.8 
Oct-01 183.9 437.2 
NOV-01 81 1 .I 665 
Dec-01 1120.1 688.1 
Jan-02 171 1 952.6 
Feb-02 1769.3 1014.7 
Mar-02 1486.6 886.2 
Apr-02 2001 .I 1316.2 

May-02 999.2 984.2 
Jun-02 638.2 858.1 - - 
TOTAL 10,792.7 8,708.3 

Source: 
Lines 1-12: Response to Data Request No. 2-4 

Exhibit - (MCB-3) 
Schedule 2 
Page 2 of 2 

Total 
4,689.4 
3,967.8 
5,025.4 
5,243.2 

14,560.0 
20,482.9 
29,961.6 
31,748.6 
26,999.0 
34,816.8 
20,484.4 

Rate 81 Usage Analysis.xls 



- - r r r r N N N N N N  
0 0 0 0 0 0 0 0 0 0 0 0  
0 0 0 0 0 0 0 0 0 0 0 0  
N N N N N N N N N N N N  



LINE 
NO. MONTH 

(A) 
1 JUN 
2 JUL 
3 AUG 
4 SEP 
5 OCT 
6 NOV 
7 DEC 
8 JAN 
9 FEB 
10 MAR 
11 APR 
12 MAY 
13 JUN 

STATE: 
WEATHER STATION; 

YEAR 

(B) 
2001 
2001 
2001 
2001 
2001 
2001 
2001 
2002 
2002 
2002 
2002 
2002 
2002 

DEGREE DAYS 

NORMAL 

(C) 
88 
16 
2 1 

190 
52 1 
934 

1,233 
1,314 
1,061 

925 
595 
31 3 
88 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 212 
Test Year Ending June 30,2002 

ACTUAL 

(Dl 
127 

9 

138 
523 
746 

1 , I  11 
1,149 

953 
1,316 

606 
41 7 
44 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 212 

CUSTOMERS 

(El 
NIA 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 

DK THERM SALES 

(F) 
NIA 

110 
26 1 
199 
442 
228 
31 0 
181 
147 

AVG USE 
3 MONTH 
ENDING 

(GI 

Exhibit - (MCB-4) 
Schedule 2 
Page 1 of 1 

Sources: 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 (Revised) 

Column (D): NOAA Climatological Data for South Dakota Volume 106 Number 6 to Volume 107 Number 6 
Columns (E) and (F): MDU Response to Staff Data Request No. 2-4 

Rapid City Weather Normal - Customer ID 2 1 2 . ~ 1 ~  



MONTANA-DAKOTA UTILITIES 
REVENUE INCREASE 

COMPARISON 

Exhibit - (MCB-5) 
Schedule 1 
Page 1 of 1 

Test Year Proposed Revenue Percent 
LINE REVENUE INCREASE by CUSTOMER CLASS Dekatherms Dekatherms Revenue Revenue (Inc.lDec.) (Inc./Dec.) 
NO. 

1 RESIDENTIAL 3,085,321 3,085,321 $6,937,382 $6,937,382 $0 0.0% 
2 FIRM GENERAL SERVICE 2,120,154 2,120,154 2,386,988 2,637,167 250,178 10.5% 
3 FIRM CONTRACT SERVICE 625,741 625,741 21 9,558 219,558 0 0.0% 
4 ELLSWORTH AIR FORCE BASE 577,549 577,549 36,948 36,948 0 0.0% 
5 MISC. INTERRUPTIBLE TRANSPORT & OTHER REVENUES 1,327,974 1,327,974 451,922 385,331 (66,591) -14.7% 

6 TOTAL 7,736,740 7,736,740 $10,032,799 $10,216,386 $183,587 1.8% 

Source: 
Line 1 - 5: Exhibit-(MCB-5) Schedule 2, 3, and 4 NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota Gas 
Residential Rates 

Per Staff 

Exhibit - (MCB-5) 
Schedule 2 
Page 1 of 2 

LINE CLASS OF SERVICE TYPE OF Z- QUANTITY -C >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >-CHANGE -c 

NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

Small Meter 
Residential - Rate 600 

FIRST 10 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL DekaTherms 

SMR Rate Unbilled JUN 01 

FIRST 10 DekaTherms 
13 EXCESS 
14 
15 
16 CUSTOMER CHARGE 
17 
18 SUB TOTAL 
19 
20 SMR Rate Weather 
21 

DekaTherms 

BILL 

DekaTherms 

22 FIRST 10 DekaTherms 
23 EXCESS DekaTherms 
24 
25 
26 CUSTOMER CHARGE BILL 
27 
28 PURCHASED GAS ADJUSTMENT 
29 SUB TOTAL DekaTherms 
30 
31 SMR Rate Weather - Unbilled JUN 02 
32 
33 FIRST 10 DekaTherms 
34 EXCESS 
35 
36 
37 CUSTOMER CHARGE 
38 
39 SUB TOTAL 
40 
41 TOTAL RESIDENTIAL - RATE 600 
42 

DekaTherms 

BlLL 

DekaTherms 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota Gas 
Residential Rates 

Per Staff 

Exhibit - (MCB-5) 
Schedule 2 
Page 2 of 2 

LINE 
NO. 

CLASS OF SERVICE TYPE OF >- QUANTITY -< >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- CHANGE -< 
& RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

Large Meter 
Residential - Rate 601 

FIRST 10 DekaTherms 1,903 1,903 1.39600 1.39600 2,657 2,657 0 
EXCESS DekaTherms 6.606 6,606 0.89600 0.89600 5,919 5,919 (0) 

CUSTOMER CHARGE BILL 217 217 14.00 14.00 3,038 3,038 0 

PURCHASED GAS ADJUSTMENT 0.00000 0.00000 
SUB TOTAL DekaTherms 8,509 8,509 11,614 11,614 (0) 

LMR Rate Unbiiled JUN 01 

FIRST 10 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

LMR Rate Weather 

FIRST 10 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL DekaTherms 

LMR Rate Weather - Unbilled JUN 02 

FIRST 10 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

TOTAL RESIDENTIAL - RATE 601 

TOTAL RESIDENTIAL 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Firm General Service Rates 
Per Staff 

Exhibit - (MCB-5) 
Schedule 3 
Page 1 of 3 

LINE CLASS OF SERVICE TYPE OF >-- QUANTITY - 4 5-- RATE ($/UNIT) -4 >-- REVENUES (IN $) --4 >- CHANGE -4 

NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 
------ 

Small Meter 
Firm General Service - Rate 700 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL DekaTherms 

SMFG Rate Unbilied JUN 01 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

SMFG Rate Weather Normalization 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Exhibit - (MCB-5) 
Schedule 3 
Page 2 of 3 

Montana-Dakota Utilities 
South Dakota - Gas 

Firm General Service Rates 
Per Staff 

LINE CLASS OF SERVICE TYPE OF 2----- QUANTITY -c >--- RATE ($/UNIT) -4 >- REVENUES (IN $) -< >-- CHANGE --< 

NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 
-- - ---- -- - - 

SMFG Rate Weather - Unbilled JUN 02 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL 

SMFG Rate Weather - Reclassify Rate 71 and Rate 81 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL - PER BOOKS 

TOTAL FIRM GENERAL SERVICE - RATE 700 

Lage Meter 
Firm General Service - Rate 701 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL 

LMFG Rate Unbilled JUN 01 

FIRST 15 DekaTherrns 
EXCESS DekaTherrns 

CUSTOMER CHARGE BlLL 

SUB TOTAL - PER BOOKS 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Firm General Sewice Rates 
Per Staff 

Exhibit - (MCB-5) 
Schedule 3 
Page 3 of 3 

LINE CLASS OF SERVICE TYPE OF QUANTITY --4 >-- RATE ($/UNIT) ---c >- REVENUES (IN $) --< A- CHANGE --< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

LMFG Rate Weather Normalization 

FIRST 15 DekaTherrns 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL 

LMFG Rate Weather - Unbilled JUN 02 

FIRST 15 DekaTherrns 
EXCESS DekaTherrns 

CUSTOMER CHARGE BlLL 

SUB TOTAL - PER BOOKS 

TOTAL FlRM GENERAL SERVICE -RATE 701 

TOTAL FlRM GENERAL SERVICE 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -< >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE - 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

Firm Contract Service - Rate 702 

MIN BILLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Firm Contract Service - Rate 702 -Weather 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BILL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

TOTAL - Firm Contract Service - Rate 702 

Exhibit- (MCB-5) 
Schedule 4 
Page 1 of 5 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CLASS OF SERVICE TYPE OF >-----QUANTITY -< >-RATE ($/UNIT) -< >-REVENUES (IN $) -< >-INCREASE - 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

23 Ellsworth Air Force Base 
24 
25 MIN BILLS BILL 95.00 95.00 
26 MIN BILLS 
27 ALL DekaTherms 573,249 573.249 0.06200 0.06200 35,541 35,541 0 
28 
29 CUSTOMER CHARGE & MINNUM BILL 12 12 95.00 95.00 1,140 1,140 0 
30 
31 PURCHASED GAS ADJUSTMENT 0.00000 0.00000 0 0 0 
32 SUBTOTAL DekaTherms 573.249 573,249 36,681 36.681 0 
33 
34 EAFB -Weather Normalization 
35 
36 MIN BILLS BILL 
37 MIN BILLS 
38 ALL DekaTherms 
39 
40 CUSTOMER CHARGE & MINNUM BILL 
41 
42 PURCHASED GAS ADJUSTMENT 
43 SUBTOTAL DekaTherms 
44 
45 TOTAL - Ellsworth Air Force Base 
46 

Exhibit - (MCB-5) 
Schedule 4 
Page 2 of 5 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota Gas 

lnterruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit - (MCB-5) 
Schedule 4 
Page 3 of 5 

LINE 
NO. 
- 

47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
62 
83 
84 
85 
86 
87 
88 
69 

CLASS OF SERVICE TYPE OF 
&RATE SCHEDULE CODE CHARGE UNIT 

Small lnterruptible - Rate 71 

>- QUANTITY -< >- RATE ($/UNIT) -c >- REVENUES (IN $) -< >- INCREASE - 
PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Small lnterruptible Rate Unbilled JUN 01 

ALL THERMS DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

SUB TOTAL DekaTherms 

Small lnterruptible - Rate 71 -Weather Normalization 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MiNNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Small Interruptible Rate Unbilled JUN 02 

ALL DekaTherms 

CUSTOMER CHARGE BlLL 

SUBTOTAL DekaTherms 

Small lnterruptible - Rate 71 - Reclassify as Rate 70 

MIN BILLS BILL 
MIN BlLLS 

ALL DekaThens 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

TOTAL - SMALL INTERRUPTIBLE - RATE 71 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -< >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE - 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

Large Interruptible -Rate 85 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaThens 

TOTAL - LARGE INTERRUPTIBLE - RATE 85 

Small Interruptible Transportion - Rate 81 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BILL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Small Interruptible Transportion - Rate 81 -Weather Normalization 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaThens 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Exhibit- (MCB-5) 
Schedule 4 
Page 4 of 5 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



LINE CLASS OF SERVICE TYPE OF 
NO. & RATE SCHEDULE CODE CHARGE UNIT 

Montana-Dakota Utilities 
South Dakota Gas 

lnterruptible and Transportation and Other Rate Comparison 
Per Staff 

Small Interruptible Transportation - Rate 81 - Cut Out of Service 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaThenns 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Small Interruptible Transportation - Rate 81 - Reclassify as Rate 70 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaThenns 

CUSTOMER CHARGE & MINNUM BILL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

TOTAL -SMALL INTERRUPTIBLE TRANSPORTATION - RATE 81 

Large l n te r~p t i b l e  Transportation - Rate 82 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaThenns 

Large Interruptible Transportation - Rate 82 - Cut Out of Service 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaThenns 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

TOTAL - LARGE INTERRUPTIBLE TRANSPORTATION -RATE 82 

TOTAL - OTHER INTERRUPTIBLE and TRANSPORTATION 

>- QUANTITY -c >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE - 
PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

Exhibit - (MCB-5) 
Schedule 4 
Page 5 of 5 

NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



LINE NO. 

1 
2 
3 
4 

Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

PRESENT PROPOSED 
CUSTOMER CHARGE $7.00 $7.00 
FIRST 10 DEKATHERMS $1.39600 $1.39600 
EXCESS DEKATHERMS $0.89600 $0.89600 
PGA $3.70000 $3.70000 

Rate 600 SMALL METER RESIDENTIAL 

AMOUNT OF % 
PRESENT PROPOSED INCREASE1 INCREASE1 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

Exhibit (MCB-6) 
Page 1 of 4 

AMOUNT OF PERCENT 
AVERAGE PRESENT ROPOSED INCREASE1 INCREASE1 

MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(F) (GI (H) (1) (J) (K) 
JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 13 71.75 71.75 - 0.0% 

TOTAL 86 $517.26 $517.26 $0.00 0.0% 

AVERAGE MONTHLY USE = 7.2 DekaTherms 

Source: 
Exhibit (MCB-5) NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



LINE NO. 

2 1 
22 
23 
24 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

37 
38 
39 
40 

Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

PRESENT PROPOSED 
CUSTOMER CHARGE $7.50 $7.50 
FIRST 15 DEKATHERMS $1.25500 $1.37300 
EXCESS DEKATHERMS $0.75600 $0.87400 
PGA $3.70000 $3.70000 

Rate 700 SMALL METER FIRM GENERAL SERVICE 

AMOUNT OF % 
PRESENT PROPOSED INCREASE1 INCREASE1 

Exhibit - (MCB-6) 
Page 2 of 4 

AMOUNT OF PERCENT 
AVERAGE PRESENT ROPOSED INCREASE1 INCREASE1 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(A) (B) (C) (Dl (El (F) (GI (HI (1) (J) (K) 
7.50 $0.00 0.00% JAN 51 $ 242.24 $ 248.26 $ 6.02 2.5% 

FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 25 DekaTherms 

Source: 
Exhibit (MCB-5) NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

Exhibit - (MCB-6) 
Page 3 of 4 

LINE NO. PRESENT PROPOSED 
42 CUSTOMER CHARGE $14.00 $14.00 
43 FIRST 10 DEKATHERMS $1.39600 $1 .396OO 
44 EXCESS DEKATHERMS $0.89600 $0.89600 
45 PGA $3.70000 $3.70000 

Rate 601 LARGE METER RESIDENTIAL 

AMOUNT OF % AMOUNT OF PERCENT 
PRESENT PROPOSED INCREASE1 INCREASE1 AVERAGE PRESENT ROPOSED INCREASE1 INCREASE1 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(A) (B) (C) (Dl (E) (F) (GI (HI (1) (J) (K) 
JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 40.4 DekaTherms 

Source: 
Exhibit (MCB-5) NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



LINE NO. 

63 
64 
65 
66 

67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 

79 
80 
8 1 
82 
83 
84 

Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

PRESENT PROPOSED 
CUSTOMER CHARGE $15.00 $15.00 
FIRST 15 DEKATHERMS $1.25500 $1.37300 
EXCESS DEKATHERMS $0.75600 $0.87400 
PG A $3.70000 $3.70000 

Exhibit - (MCB-6) 
Page 4 of 4 

Rate 701 LARGE METER FIRM GENERAL SERVICE 

AMOUNT OF % AMOUNT OF PERCENT 
PRESENT PROPOSED INCREASE1 INCREASE1 AVERAGE PRESENT ROPOSED INCREASE1 INCREASE1 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(A) (6) (C) (D) (El (F) (G) (HI (1) (J) (K) 
JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 102.1 DekaTherms 

Source: 
Exhibit (MCB-5) NG02-011 Rate Design Comparison Per Books - Staff One DB.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

lnterruptible and Transportation Service 
Rate Comparison 

Per Staff 

Exhibit-(MCB-7) 
Page 1 of 2 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -< >- RATE ($/UNIT) -< 2- REVENUES (IN $) -< >-- INCREASE -< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Firm Contract Service - Rate 702 

MIN BILLS BlLL 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT Effective 1/1/2003 
TOTAL - Firm Contract Service -Rate 702 

Ellsworth Air Force Base 

MIN BILLS BlLL 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT Effective 1/1/2003 
TOTAL - Ellsworth Air Force Base 

Small Interruptible - Rate 71 

MIN BILLS BlLL 

ALL DekaTherrns 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT Effective 1/1/2003 
TOTAL - SMALL INTERRUPTIBLE - RATE 71 

Interruptible 8 Transportation Rate Comparison.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

lnterruptible and Transportation Service 
Rate Comparison 

Per Staff 

Exhibit-(MCB-7) 
Page 2 of 2 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY ----< >-- RATE ($/UNIT) -< >- REVENUES (IN $) --< >- INCREASE --< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

32 Large lnterruptible - Rate 85 
33 
34 MIN BILLS BILL 150.00 150.00 
35 
36 ALL DekaTherms 88,681 88,681 0.17700 0.17700 15,697 15,697 0 
37 
38 CUSTOMER CHARGE & MINNUM BILL 12 12 150.00 150.00 1,800 1,800 0 
39 
40 PURCHASED GAS ADJUSTMENT Effective 1/1/2003 4.00200 4.00200 354,901 354,901 0 
41 TOTAL - LARGE INTERRUPTIBLE - RATE 85 88,681 88,681 $ 372,398 $ 372,398 $ - 0.0% 
42 
43 Small lnterruptible Transportion - Rate 81 
44 
45 MIN BILLS BILL 90.00 90.00 
46 
47 ALL DekaTherms 432,462 432,462 0.48400 0.33000 209,311 142,712 (66,599) 
48 
49 CUSTOMER CHARGE & MINNUM BILL 360 360 90.00 90.00 32,400 32,400 0 
50 
51 PURCHASED GAS ADJUSTMENT Effective 11112003 5.24100 5.24100 2,266,532 2,266,532 0 
52 TOTAL -SMALL INTERRUPTIBLE TRANSPORTATION - RATE 81 432,462 432,462 $ 2,508,243 $ 2,441,644 $ (66,599) -2.7% 
53 

54 

55 Large lnterruptible Transportation - Rate 82 
56 
57 MIN BILLS BILL 200.00 200.00 
58 
59 ALL DekaTherms 770,429 770,429 0.17700 0.17700 136,366 136,366 0 
60 
61 CUSTOMER CHARGE & MINNUM BILL 167 167 200.00 200.00 33,400 33,400 0 
62 
63 PURCHASED GAS ADJUSTMENT Effective 1/1/2003 4.00200 4.00200 3,083,257 3,083,257 0 
64 TOTAL - LARGE INTERRUPTIBLE TRANSPORTATION - RATE 82 
65 
66 TOTAL - OTHER INTERRUPTIBLE and TRANSPORTATION 1,327,974 1,327,974 $ 6,347,629 $ 6,280,983 $ (66,645) -1.0% 

lnterruptible &Transportation Rate Comparison.xls 



(B) 
Jul01 
Jul 01 
JulO1 
JulO1 
Jul 01 
JulO1 
Jul 01 
Jul01 
JulO1 
JulO1 
Jul 01 
JulO1 
JulO1 
Jul 01 
Jul 01 
JulO1 
Jul01 
Jul01 
JulO1 
JulO1 

Jul 01 Average 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 
Aug 01 

Aug 01 Average 

Sources: 

Montana-Dakota Utilities 
South Dakota - Gas 

Daily Temperature and Billing Cycle Data 
Rapid City APO 

Test Year Ending June 30,2002 

Revenue Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date 

Columns (A) through (H): Provided by Montana-Dakota Utilities 
Column (I): Actual Number of HDDs in Billing Period 

Exhibit - (MCB-8) 
Schedule 1 

Pages 1 of 6 

Sum Of HDD 65 
Actual Normal 

Rapid City DD 0701to0602 - Adjusted.xls 
Billing Period DD Column (J): Normal Number of HDDs in Billing Period 



Montana-Dakota Utilities 
South Dakota - Gas 

Daily Temperature and Billing Cycle Data 
Rapid City APO 

Test Year Ending June 30,2002 

Revenue Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date 

(B) 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 
Sep 01 

Sep 01 Average 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 
Oct 01 

Oct 01 Average 

Sources: 
Columns (A) through (H): Provided by Montana-Dakota Utilities 
Column (I): Actual Number of HDDs in Billing Period 
Column (J): Normal Number of HDDs in Billing Period 

Exhibit - (MCB-8) 
Schedule 1 

Pages 2 of 6 

Sum Of HDD 65 
Actual Normal 

Rapid City DD 0701 to0602 - Adjusted.xls 
Billing Period DD 
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Montana-Dakota Utilities 
South Dakota - Gas 

Daily Temperature and Billing Cycle Data 
Rapid City APO 

Test Year Ending June 30,2002 

Revenue Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date 

(B) 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 
Jan 02 

Jan 02 Average 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 
Feb 02 

Feb 02 Average 

Sources: 
Columns (A) through (H): Provided by Montana-Dakota Utilities 
Column (I): Actual Number of HDDs in Billing Period 

Exhibit - (MCB-8) 
Schedule 1 

Pages 4 of 6 

Sum Of HDD 65 
Actual Normal 

Rapid City DD 0701to0602 - Adjusted.xls 
Column (J): Normal Number of HDDs in Billing Period Billing Period DD 



Montana-Dakota Utilities Exhibit - (MCB-8) 

South Dakota - Gas 
Daily Temperature and Billing Cycle Data 

Rapid City APO 
Test Year Ending June 30,2002 

Revenue Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date 

(B) 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 
Mar 02 

Mar 02 Average 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 
Apr 02 

Apr 02 Average 

Sources: 
Columns (A) through (H): Provided by Montana-Dakota Utilities 
Column (I): Actual Number of HDDs in Billing Period 
Column (J): Normal Number of HDDs in Billing Period 

Schedule 1 
Pages 5 of 6 

Sum Of HDD 65 
Actual Normal 

Rapid City DD 0701to0602 - Adjusted.xls 
Billing Period DD 



Montana-Dakota Utilities 
South Dakota - Gas 

Daily Temperature and Billing Cycle Data 
Rapid City APO 

Test Year Ending June 30,2002 

Revenue Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date 

(B) 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 
May 02 

May 02 Average 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 
Jun 02 

Jun 02 Average 

Sources: 
Columns (A) through (H): Provided by Montana-Dakota Utilities 
Column (I): Actual Number of HDDs in Billing Period 
Column (J): Normal Number of HDDs in Billing Period 

Exhibit - (MCB-8) 
Schedule 1 

Pages 6 of 6 

Sum Of HDD 65 
Actual Normal 

Rapid City DD 0701to0602 - Adjusted.xls 
Billing Period DD 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Temperature 
Date 

('3 
01-May-01 
02-May-01 
03-May-01 
04-May-01 
05-May-01 
06-May-01 
07-May-01 
08-May-01 
09-May-01 
10-May-01 
I I-May-01 
12-May-01 
13-May-01 
14-May-01 
15-May-01 
16-May-01 
17-May-01 
18-May-01 
19-May-01 
20-May-01 
21-May-01 
22-May-01 
23-May-01 
24-May-01 
25-May-01 
26-May-01 
27-May-01 
28-May-01 
29-May-01 
30-May-01 
31 -May-01 
01-Jun-01 
02-Jun-01 
03-Jun-01 
04-Jun-01 
05-Jun-01 
06-Jun-01 
07-Jun-01 
08-Jun-01 
09-Jun-01 
10-Jun-01 
I I-Jun-01 
12-Jun-01 
13-Jun-01 
14-Jun-01 
15-Jun-01 

Low 

(Dl 
46 
3 1 
43 
34 
35 
32 
31 
40 
49 
45 
41 
43 
49 
54 
53 
47 
45 
43 
51 
41 
38 
36 
36 
38 
40 
38 
51 
48 
54 
49 
47 
37 
36 
52 
45 
36 
46 
47 
49 
54 
58 
54 
52 
54 
43 
41 

Source: 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 1 of 10 

HDD 65 

(F) 
8 

19 
15 
18 
23 
20 
16 
7 
3 
9 

11 
2 
0 
0 
2 
1 
9 
2 
1 

15 
15 
13 
14 
17 
12 
7 
0 
2 
6 
7 
4 

11 
10 
10 
16 
10 
6 
5 
2 
0 
0 
1 
4 
3 

13 
8 

Column (C) and (D): NOAA Climatological Data South Dakota Volume106 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))/2 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701to0602 - Adjusted.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Temperature 
Date 

(B) 
16-Jun-01 
17-Jun-01 
18-Jun-01 
19-Jun-01 
20-Jun-01 
21-Jun-01 
22-Jun-01 
23-Jun-01 
24-Jun-01 
25-Jun-01 
26-Jun-01 
27-Jun-01 
28-Jun-01 
29-Jun-01 
30-Jun-01 
01-JuI-01 
02-Jul-01 
03-Jul-01 
04-Jul-01 
05-Jul-01 
06-Jul-01 
07-Jul-01 
08-Jul-01 
09-Jul-01 
10-Jul-01 
I I-Jul-01 
12-Jul-01 
13-Jul-01 
14-Jul-01 
15-Jul-01 
16-Jul-01 
17-Jul-01 
18-Jul-01 
19-Jul-01 
20-Jul-01 
21-Jul-01 
22-Jul-01 
23-Jul-01 
24-Jul-01 
25-Jul-01 
26-Jul-01 
27-Jul-01 
28-Jul-01 
29-Jul-01 
30-Jul-01 
31-Jul-01 

Low 

(D) 
43 
51 
50 
46 
50 
45 
49 
56 
65 
61 
65 
60 
6 1 
62 
6 1 
49 
50 
55 
59 
60 
66 
64 
63 
66 
65 
62 
59 
64 
62 
62 
59 
58 
56 
60 
61 
64 
62 
60 
60 
6 1 
60 
58 
59 
6 1 
61 
65 

Source: 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 2 of 10 

HDD 65 

(F) 
5 
0 
4 
8 
7 
4 
0 
0 
0 
0 
0 
0 
0 
0 
0 
9 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Column (C) and (D): NOAA Climatological Data South Dakota Volume106 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))/2 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701 to0602 - Adjusted.xls 



Source: 

Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May I, 2001 to June 30,2002 

Date 

(B) 
01-Aug-01 
02-Aug-01 
03-Aug-01 
04-Aug-01 
05-Aug-01 
06-Aug-01 
07-Aug-01 
08-Aug-01 
09-Aug-01 
10-Aug-01 
I I-Aug-01 
12-Aug-01 
13-Aug-01 
14-Aug-01 
15-Aug-01 
16-Aug-01 
17-Aug-01 
18-Aug-01 
19-Aug-01 
20-Aug-01 
21 -Au~-01 
22-Aug-01 
23-Aug-01 
24-Aug-01 
25-Aug-01 
26-Aug-01 
27-Aug-01 
28-Aug-01 
29-Aug-01 
30-Aug-01 
31-Aug-01 
01 -Sep-01 
02-Sep-01 
03-Sep-01 
04-Sep-01 
05-Sep-01 
08Sep-01 
07-Sep-01 
08-Sep-01 
09-Sep-01 
10-Sep-01 
I I-Sep-01 
12-Sep-01 
I 3-Sep-01 
14-Sep-01 
15-Sep-01 

Temperature 
Low 

(D) 
62 
62 
64 
69 
66 
65 
69 
67 
55 
54 
56 
59 
56 
61 
57 
50 
57 
50 
52 
57 
62 
60 
56 
55 
64 
58 
55 
60 
53 
5 1 
5 1 
57 
56 
5 1 
6 1 
64 
56 
50 
37 
32 
39 
49 
48 
49 
51 
49 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 3 of 10 

HDD 65 

(F) 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
5 

16 
11 
4 
0 
3 

1 I 
7 

11 

Column (C) and (D): NOAA Climatological Data South Dakota Volume106 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))/2 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701to0602 - Adjusted.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May I, 2001 to June 30,2002 

Temperature 
Date 

(B) 
16-Sep-01 
17-Sep-01 
1 8-Sep-01 
19-Sep-01 
20-Sep-01 
21-Sep-01 
22-Sep-01 
23-Sep-01 
24-Sep-01 
25-Sep-01 
26-Sep-01 
27-Sep-01 
28-Sep-01 
29-Sep-01 
30-Sep-01 
01 -0ct-01 
02-Oct-01 
03-Oct-01 
04-Oct-01 
05-Oct-01 
06-Oct-01 
07-Oct-01 
08-Oct-01 
09-Oct-01 
10-Oct-01 
11-Oct-01 
12-Oct-01 
13-Oct-01 
14-Oct-01 
15-Oct-01 
1 6-Oct-01 
17-Oct-01 
18-Oct-01 
19-Oct-01 
20-Oct-01 
21-Oct-01 
22-Oct-01 
23-Oct-01 
24-Oct-01 
25-Oct-01 
26-Oct-01 
27-Oct-01 
28-Oct-01 
29-Oct-01 
30-Oct-01 
31-Oct-01 

Low 

(Dl 
46 
46 
49 
46 
43 
41 
42 
38 
35 
41 
46 
52 
48 
54 
46 
44 
42 
35 
37 
26 
25 
32 
49 
44 
32 
26 
34 
37 
32 
22 
20 
34 
32 
35 
40 
32 
40 
33 
30 
2 1 
25 
27 
37 
3 1 
37 
42 

Source: 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 4 of 10 

HDD 65 

(F) 
7 

10 
4 
0 
7 
4 
5 

16 
8 
5 
1 
0 
0 
0 
3 
0 
5 

13 
22 
26 
19 
12 
5 

15 
20 
21 
20 
17 
22 
28 
24 
7 

23 
17 
15 
17 
13 
13 
26 
29 
25 
14 
7 

25 
15 
8 

Column (C) and (D): NOAA CIimatological Data South Dakota Volume1 06 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))/2 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701 to0602 - Adjusted.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Temperature 
Date 

(B) 
01 -Nov-01 
02-NOV-01 
03-NOV-01 
04-NOV-01 
05-NOV-01 
06-NOV-01 
07-NOV-01 
08-NOV-01 
09-NOV-01 
1 0-NOV-01 
I I-NOV-01 
1 2-NOV-01 
1 3-NOV-01 
14-NOV-01 
1 5-NOV-01 
I 6-NOV-01 
1 7-NOV-01 
1 8-NOV-01 
1 9-NOV-01 
20-NOV-01 
21 -Nov-01 
22-NOV-01 
23-NOV-01 
24-NOV-01 
25-NOV-01 
26-NOV-01 
27-NOV-01 
28-NOV-01 
29-NOV-01 
30-NOV-01 
01 -Dec-01 
02-Dec-01 
03-Dec-01 
04-Dec-01 
05-Dec-01 
06-Dec-01 
07-Dec-01 
08-Dec-01 
09-Dec-01 
10-Dec-01 
I I -Dec-01 
12-Dec-01 
13-Dec-01 
14-Dec-01 
15-Dec-01 
16-Dec-01 

Low 

(D) 
3 1 
30 
35 
29 
3 1 
38 
30 
15 
21 
24 
26 
32 
3 1 
37 
32 
29 
27 
18 
8 

21 
29 
28 
33 
32 
23 
11 
-1 
-4 
11 
2 1 
12 
31 
30 
24 
26 
22 
22 
16 
27 
22 
17 
12 
11 
17 
23 
14 

Source: 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 5 of 10 

HDD 65 

(F) 
20 
18 
13 
11 
12 
14 
23 
24 
16 
17 
19 
16 
15 
12 
15 
16 
16 
30 
38 
21 
20 
27 
22 
27 
37 
48 
59 
61 
42 
36 
40 
23 
20 
30 
30 
32 
32 
3 1 
22 
36 
39 
41 
36 
30 
33 
37 

Column (C) and (D): NOAA Climatological Data South Dakota Volume106 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))/2 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701to0602 - Adjusted.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Temperature 
Date 

(B) 
17-Dec-01 
18-Dec-01 
19-Dec-01 
20-Dec-01 
21 -Dec-01 
22-Dec-01 
23-Dec-01 
24-Dec-01 
25-Dec-01 
26-Dec-01 
27-Dec-01 
28-Dec-01 
29-Dec-01 
30-Dec-01 
31 -Dec-01 
01 -Jan-02 
02-Jan-02 
03-Jan-02 
04-Jan-02 
05-Jan-02 
06-Jan-02 
07-Jan-02 
08-Jan-02 
09-Jan-02 
10-Jan-02 
I I-Jan-02 
12-Jan-02 
13-Jan-02 
14-Jan-02 
15-Jan-02 
16-Jan-02 
17-Jan-02 
18-Jan-02 
19-Jan-02 
20-Jan-02 
21-Jan-02 
22-Jan-02 
23-Jan-02 
24-Jan-02 
25-Jan-02 
26-Jan-02 
27-Jan-02 
28-Jan-02 
29-Jan-02 
30-Jan-02 
31 -Jan-02 

Low 

(Dl 
22 
12 
10 
18 
23 
15 
7 
7 

19 
22 
18 
7 
6 

-2 
-3 
-3 
-4 
10 
35 
21 
20 
2 1 
30 
32 
16 
18 
12 
26 
15 
3 
0 
0 
4 
2 

14 
2 1 
23 
9 

11 
28 
29 
14 
3 

-3 
0 
1 

Source: 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 6 of 10 

HDD 65 

(F) 
25 
37 
35 
34 
31 
44 
43 
43 
38 
29 
35 
46 
50 
54 
55 
58 
48 
32 
24 
32 
35 
22 
14 
23 
32 
30 
33 
30 
42 
53 
49 
50 
50 
42 
36 
27 
29 
40 
35 
21 
18 
37 
56 
56 
48 
47 

Column (C) and (D): NOAA Climatological Data South Dakota Volume106 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))/2 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701 to0602 - Adjusted.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Temperature 
Date 

(B) 
01 -Feb-02 
02-Feb-02 
03-Feb-02 
04-Feb-02 
05-Feb-02 
06-Feb-02 
07-Feb-02 
08-Feb-02 
09-Feb-02 
10-Feb-02 
I I -Feb-02 
12-Feb-02 
13-Feb-02 
14-Feb-02 
15-Feb-02 
16-Feb-02 
17-Feb-02 
18-Feb-02 
19-Feb-02 
20-Feb-02 
21 -Feb-02 
22-Feb-02 
23-Feb-02 
24-Feb-02 
25-Feb-02 
26-Feb-02 
27-Feb-02 
28-Feb-02 
01 -Mar-02 
02-Mar-02 
03-Mar-02 
04-Mar-02 
05-Mar-02 
06-Mar-02 
07-Mar-02 
08-Mar-02 
09-Mar-02 
10-Mar-02 
I I -Mar-02 
12-Mar-02 
13-Mar-02 
14-Mar-02 
15-Mar-02 
16-Mar-02 
17-Mar-02 
18-Mar-02 

Low 

(Dl 
11 
17 
15 
9 
9 

18 
25 
19 
10 
6 

29 
15 
12 
20 
15 
25 
22 
27 
22 
16 
26 
24 
24 
12 
I 

-1 
1 

-2 
-4 
-4 
-3 
27 
24 
12 
13 
-1 

-14 
5 

17 
37 
26 
11 
4 
8 

24 
17 

Source: 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 7 of 10 

HDD 65 

(F) 
35 
34 
36 
38 
33 
28 
22 
25 
46 
39 
23 
37 
29 
30 
30 
23 
22 
27 
32 
32 
27 
18 
28 
46 
59 
55 
49 
51 
63 
6 1 
49 
28 
25 
46 
48 
58 
56 
47 
28 
13 
33 
46 
48 
44 
38 
43 

Column (C) and (D): NOAA Climatological Data South Dakota Volume106 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))/2 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701 to0602 - Adjusted.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Temperature 
Date 

(B) 
19-Mar-02 
20-Mar-02 
21 -Mar-02 
22-Mar-02 
23-Mar-02 
24-Mar-02 
25-Mar-02 
26-Mar-02 
27-Mar-02 
28-Mar-02 
29-Mar-02 
30-Mar-02 
31 -Mar-02 
01 -Apr-02 
02-Apr-02 
03-Apr-02 
04-Apr-02 
05-Apr-02 
06-Apr-02 
07-Apr-02 
08-Apr-02 
09-Apr-02 
10-Apr-02 
I I -Apr-02 
12-Apr-02 
13-Apr-02 
14-Apr-02 
15-Apr-02 
16-Apr-02 
17-Apr-02 
18-Apr-02 
19-Apr-02 
20-Apr-02 
21 -Apr-02 
22-Apr-02 
23-Apr-02 
24-Apr-02 
25-Apr-02 
26-Apr-02 
27-Apr-02 
28-Apr-02 
29-Apr-02 
30-Apr-02 

01 -May-02 
02-May-02 
03-May-02 

Low 

(Dl 
16 
6 

-4 
-4 
15 
14 
11 
3 

20 
22 
28 
30 
26 
21 
13 
8 

13 
23 
33 
38 
32 
3 1 
41 
38 
35 
44 
42 
46 
28 
28 
28 
29 
29 
28 
28 
32 
30 
22 
22 
36 
35 
37 
41 
28 
30 
33 

Source: 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 8 of 10 

HDD 65 

(F) 
43 
50 
6 1 
55 
44 
46 
49 
47 
3 1 
32 
28 
27 
26 
26 
47 
45 
34 
25 
8 

17 
26 
13 
15 
16 
12 
4 
2 
8 

21 
14 
2 1 
29 
30 
28 
18 
9 

24 
28 
23 
24 
16 
13 
18 
29 
18 
11 

Column (C) and (D): NOAA Climatological Data South Dakota Volume106 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))/2 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701to0602 - Adjusted.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Temperature 
Date 

(B) 
04-May-02 
05-May-02 
06-May-02 
07-May-02 
08-May-02 
09-May-02 
10-May-02 
I I-May-02 
12-May-02 
13-May-02 
14-May-02 
15-May-02 
16-May-02 
17-May-02 
18-May-02 
19-May-02 
20-May-02 
21 -May-02 
22-May-02 
23-May-02 
24-May-02 
25-May-02 
26-May-02 
27-May-02 
28-May-02 
29-May-02 
30-May-02 
31-May-02 
01-Jun-02 
02-Jun-02 
03-Jun-02 
04-Jun-02 
05-Jun-02 
06-Jun-02 
07-J un-02 
08-Jun-02 
09-Jun-02 
10-Jun-02 
I I-Jun-02 
12-Jun-02 
13-Jun-02 
14-Jun-02 
15-Jun-02 
16-Jun-02 
17-Jun-02 
18-Jun-02 

Low 

(D) 
28 
41 
34 
32 
33 
25 
39 
35 
33 
38 
41 
52 
43 
39 
39 
38 
41 
50 
39 
24 
23 
36 
46 
47 
49 
55 
56 
5 1 
55 
48 
50 
44 
40 
48 
52 
54 
58 
52 
44 
46 
46 
43 
50 
48 
58 
60 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 9 of 10 

HDD 65 

(F) 
19 
11 
2 1 
30 
22 
25 
15 
25 
16 
11 
3 
5 

17 
18 
14 
13 
11 
0 

13 
29 
24 
10 
4 
3 
0 
0 
0 
0 
0 
5 
6 
7 
4 
0 
0 
0 
0 
0 
6 
5 
5 
3 
0 
0 
0 
0 

Source: 
Column (C) and (D): NOAA Climatological Data South Dakota Volume106 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))12 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701to0602 - Adjusted.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

May I ,  2001 to June 30,2002 

Date 

(B) 
19-Jun-02 
20-Jun-02 
21-Jun-02 
22-Jun-02 
23-Jun-02 
24-Jun-02 
25-Jun-02 
26-Jun-02 
27-Jun-02 
28-Jun-02 
29-Jun-02 
30-Jun-02 

Temperature 
Hi Low 

('3 (D) 
79 48 
82 43 
93 6 1 
97 63 
95 56 
95 6 1 
96 64 
94 59 

101 58 
108 62 
109 68 
94 68 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 10 of 10 

HDD 65 

(F) 
1 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Source: 
Column (C) and (D): NOAA Climatological Data South Dakota Volume106 No. 5 to Volume 107 No.6 
Column (E): (Column (C) + Colund (D))/2 
Column (F): 65 - Column (F). 
Note: Negative values are shown as a 0 in Column (F) Rapid City DD 0701to0602 - Adjusted.xls 



Source: 

Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
01 -May-01 
02-May-01 
03-May-01 
04-May-01 
05-May-01 
06-May-01 
07-May-01 
08-May-01 
09-May-01 
I 0-May-01 
I I -May-01 
12-May-01 
13-May-01 
14-May-0 I 
15-May-0 1 
16-May-01 
17-May-01 
18-May-01 
19-May-01 
20-May-01 
21 -May-01 
22-May-01 
23-May-0 1 
24-May-01 
25-May-01 
26-May-01 
27-May-01 
28-May-01 
29-May-01 
30-May-01 
31 -May-01 
01-Jun-01 
02-Jun-01 
03-Jun-01 
04-Jun-01 
05-Jun-01 
06-Jun-01 
07-Jun-01 
08-Jun-01 
09-Jun-01 

Normal 
Average 

Temperature 

(8) 
50 
50 
50 
51 
51 
51 
52 
52 
52 
53 
53 
54 
54 
54 
55 
55 
55 
56 
57 
57 
57 
57 
58 
58 
58 
59 
59 
59 
59 
60 
60 
60 
60 
60 
61 
6 1 
61 
62 
63 
63 

Normal 
HDD65 

(C) 
15 
15 
15 
14 
14 
14 
13 
13 
13 
12 
12 
11 
11 
I I 
10 
10 
10 
9 
8 
8 
8 
8 
7 
7 
7 
7 
7 
6 
6 
6 
6 
6 
6 
6 
5 
5 
5 
4 
4 
4 

Exhibit-(MCB-8) 
Schedule 3 

Page 1 of 1 I 

Rapid City DD 0701 to0602 - Adjusted.xls 
Column (B) and (C): NWSO Website http://www.crh.noaa.gov/unr/climate/index.htm Daily Normals 



Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
10-Jun-01 
I I-Jun-01 
12-Jun-01 
13-Jun-01 
14-Jun-01 
15-Jun-01 
16-Jun-01 
17-Jun-01 
18-Jun-01 
19-Jun-01 
20-Jun-01 
21-Jun-01 
22-Jun-01 
23-Jun-01 
24-Jun-01 
25-Jun-01 
26-Jun-01 
27-Jun-01 
28-Jun-01 
29-Jun-01 
30-Jun-01 
01-Jul-01 
02-Jul-01 
03-Jul-01 
04-Jul-01 
05-Jul-01 
06-Jul-01 
07-Jul-01 
08-Jul-01 
09-Jul-01 
10-Jul-01 
I I-Jul-01 
12-Jul-01 
13-Jul-01 
14-Jul-01 
15-Jul-01 
16-Jul-01 
17-Jul-01 
18-Jul-01 
19-Jul-01 

Normal 
Average 

Temperature 

(B) 
63 
63 
64 
64 
64 
65 
65 
65 
65 
66 
66 
67 
67 
67 
67 
67 
67 
68 
69 
69 
69 
69 
69 
70 
70 
70 
70 
70 
7 1 
7 1 
7 1 
71 
71 
72 
72 
72 
72 
72 
72 
72 

Normal 
HDD65 

(C) 
4 
3 
3 
3 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
0 
0 
0 
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Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
20-Jul-01 
21-Jul-01 
22-JuI-01 
23-JuI-01 
24-Jul-01 
25-Jul-01 
26-Jul-01 
27-Jul-01 
28-Jul-01 
29-Jul-01 
30-JuI-01 
31-Jul-01 

01 -Au~-01 
02-Aug-01 
03-Aug-01 
04-Aug-01 
05-Aug-01 
06-Aug-01 
07-Aug-01 
08-Aug-01 
09-Aug-01 
1 0-Aug-01 
I I -Au~-01 
12-Aug-01 
13-Aug-01 
14-Aug-01 
15-Aug-01 
16-Aug-01 
17-Aug-01 
18-Aug-01 
1 9-Aug-01 
20-Aug-01 
21 -Au~-01 
22-Aug-0 1 
23-Aug-01 
24-Aug-01 
25-Aug-01 
26-Aug-01 
27-Aug-01 
28-Aug-01 

Normal 
Average 

Temperature 

(B) 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
72 
72 
72 
72 
72 
71 
71 
71 
71 
70 
70 
70 
70 
69 
69 
69 
68 

Source: 

Normal 
HDD65 

(C) 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
1 
1 
I 
1 
1 
1 
1 
1 
1 
2 
2 
2 
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Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
29-Aug-01 
30-Aug-01 
31 -Au~-01 
01 -Sep-01 
02-Sep-01 
03-Sep-01 
04-Sep-0 1 
05-Sep-01 
06-Sep-01 
07-Sep-01 
08-Sep-01 
09-Sep-01 
10-Sep-01 
I 1 -Sep-01 
12-Sep-01 
13-Sep-01 
14-Sep-01 
15-Sep-01 
16-Sep-01 
I 7-Sep-01 
18-Sep-01 
19-Sep-01 
20-Sep-01 
21 -Sep-01 
22-Sep-01 
23-Sep-01 
24-Sep-01 
25-Sep-01 
26-Sep-01 
27-Sep-0 1 
28-Sep-01 
29-Sep-01 
30-Sep-01 
01 -0ct-01 
02-Oct-01 
03-Oct-01 
04-Oct-0 1 
05-Oct-01 
06-Oct-0 1 
07-Oct-01 

Normal 
Average 

Temperature 

(B) 
68 
67 
67 
66 
66 
66 
65 
65 
64 
64 
64 
63 
63 
62 
62 
62 
61 
61 
60 
60 
60 
59 
59 
58 
58 
58 
57 
57 
56 
56 
56 
55 
55 
55 
54 
54 
54 
53 
53 
52 

Source: 

Normal 
HDD65 

('3 
2 
2 
2 
3 
3 
3 
3 
3 
4 
4 
4 
5 
5 
5 
5 
5 
6 
6 
6 
7 
7 
7 
7 
8 
8 
8 
9 
9 

10 
10 
10 
I 0  
10 
10 
11 
11 
I I 
12 
12 
13 
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Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
08-Oct-01 
09-Oct-01 
10-Oct-01 
1 1 -0ct-01 
12-Oct-01 
13-Oct-01 
14-Oct-01 
15-Oct-01 
16-Oct-01 
17-Oct-01 
18-Oct-01 
19-Oct-01 
20-Oct-01 
21 -0ct-01 
22-Oct-01 
23-Oct-01 
24-Oct-01 
25-Oct-01 
26-Oct-01 
27-Oct-01 
28-Oct-01 
29-Oct-01 
30-Oct-01 
31 -0ct-01 
01-NOV-01 
02-NOV-01 
03-NOV-01 
04-NOV-0 1 
05-NOV-01 
06-NOV-01 
07-NOV-01 
08-NOV-01 
09-NOV-01 
1 0-NOV-01 
I I-NOV-01 
1 2-NOV-01 
I 3-NOV-01 
1 4-NOV-01 
1 5-NOV-01 
I 6-NOV-01 

Normal 
Average 

Temperature 

(B) 
52 
52 
51 
51 
50 
50 
49 
49 
48 
48 
47 
47 
47 
46 
46 
45 
45 
44 
43 
43 
42 
42 
4 1 
4 1 
40 
40 
39 
38 
38 
37 
37 
36 
36 
35 
35 
35 
34 
34 
33 
33 

Source: 

Normal 
HDD65 

(C) 
13 
13 
14 
14 
15 
15 
16 
16 
17 
17 
18 
18 
18 
19 
19 
20 
20 
21 
22 
22 
23 
23 
24 
24 
25 
25 
26 
26 
27 
27 
28 
28 
29 
29 
29 
30 
30 
31 
31 
32 
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Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
I 7-NOV-01 
1 8-NOV-01 
1 9-NOV-01 
20-NOV-01 
21-NOV-01 
22-NOV-01 
23-NOV-01 
24-NOV-0 1 
25-NOV-01 
26-NOV-01 
27-NOV-01 
28-NOV-01 
29-NOV-01 
30-NOV-01 
01 -Dec-01 
02-Dec-0 I 
03-Dec-01 
04-Dec-0 1 
05-Dec-01 
06-Dec-01 
07-Dec-01 
08-Dec-01 
09-Dec-01 
10-Dec-01 
I I -Dec-01 
12-Dec-01 
13-Dec-01 
14-Dec-01 
15-Dec-01 
16-Dec-01 
17-Dec-01 
18-Dec-01 
1 9-Dec-0 1 
20-Dec-01 
21 -Dec-01 
22-Dec-0 1 
23-Dec-01 
24-Dec-0 1 
25-Dec-01 
26-Dec-01 

Normal 
Average 

Temperature 

(B) 
32 
32 
32 
31 
31 
31 
30 
30 
29 
29 
29 
29 
28 
28 
28 
28 
27 
27 
27 
27 
26 
26 
26 
26 
25 
25 
25 
25 
25 
24 
24 
24 
24 
24 
24 
24 
23 
23 
23 
23 

Source: 

Normal 
HDD65 

(C) 
32 
32 
33 
33 
33 
34 
34 
35 
35 
35 
36 
36 
36 
37 
37 
37 
37 
37 
37 
38 
38 
38 
38 
39 
39 
39 
39 
40 
40 
40 
40 
40 
41 
4 1 
4 1 
4 1 
41 
4 1 
41 
42 
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Source: 

Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
27-Dec-01 
28-Dec-01 
29-Dec-01 
30-Dec-01 
31 -Dec-01 
01 -Jan-02 
02-Jan-02 
03-Jan-02 
04-Jan-02 
05-Jan-02 
06-Jan-02 
07-Jan-02 
08-Jan-02 
09-Jan-02 
10-Jan-02 
I I -Jan-02 
12-Jan-02 
13-Jan-02 
14-Jan-02 
15-Jan-02 
16-Jan-02 
17-Jan-02 
18-Jan-02 
19-Jan-02 
20-Jan-02 
21 -Jan-02 
22-Jan-02 
23-Jan-02 
24-Jan-02 
25-Jan-02 
26-Jan-02 
27-Jan-02 
28-Jan-02 
29-Jan-02 
30-Jan-02 
31 -Jan-02 
01 -Feb-02 
02-Feb-02 
03-Feb-02 
04-Feb-02 

Normal 
Average 

Temperature 

(B) 
23 
23 
23 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
23 
23 
23 
23 
23 
24 
24 
24 
24 
24 
24 
25 
25 

Normal 
HDD65 

(C) 
42 
42 
42 
42 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
42 
42 
42 
42 
42 
42 
42 
42 
42 
41 
41 
4 1 
41 
41 
41 
4 1 
40 
40 
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Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
05-Feb-02 
06-Feb-02 
07-Feb-02 
08-Feb-02 
09-Feb-02 
10-Feb-02 
I 1 -Feb-02 
12-Feb-02 
13-Feb-02 
14-Feb-02 
15-Feb-02 
16-Feb-02 
17-Feb-02 
18-Feb-02 
19-Feb-02 
20-Feb-02 
21 -Feb-02 
22-Feb-02 
23-Feb-02 
24-Feb-02 
25-Feb-02 
26-Feb-02 
27-Feb-02 
28-Feb-02 
01 -Mar-02 
02-Mar-02 
03-Mar-02 
04-Mar-02 
05-Mar-02 
06-Mar-02 
07-Mar-02 
08-Mar-02 
09-Mar-02 
10-Mar-02 
I 1 -Mar-02 
12-Mar-02 
13-Mar-02 
14-Mar-02 
15-Mar-02 
16-Mar-02 

Normal 
Average 

Temperature 

(B) 
25 
25 
26 
26 
26 
26 
26 
27 
27 
27 
27 
28 
28 
28 
28 
29 
29 
29 
29 
30 
30 
30 
30 
30 
30 
30 
3 1 
31 
32 
32 
32 
33 
33 
33 
33 
34 
34 
34 
35 
35 

Source: 

Normal 
HDD65 

(C) 
40 
40 
40 
39 
39 
39 
39 
39 
38 
38 
38 
38 
37 
37 
37 
37 
36 
36 
36 
36 
35 
35 
35 
35 
35 
34 
34 
34 
33 
33 
32 
32 
32 
32 
31 
31 
31 
30 
30 
30 
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Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
17-Mar-02 
18-Mar-02 
19-Mar-02 
20-Mar-02 
21 -Mar-02 
22-Mar-02 
23-Mar-02 
24-Mar-02 
25-Mar-02 
26-Mar-02 
27-Mar-02 
28-Mar-02 
29-Mar-02 
30-Mar-02 
31 -Mar-02 
0 I -Apr-02 
02-Apr-02 
03-Apr-02 
04-Apr-02 
05-Apr-02 
06-Apr-02 
07-Apr-02 
08-Apr-02 
09-Apr-02 
10-Apr-02 
I I -Apr-02 
12-Apr-02 
13-Apr-02 
14-Apr-02 
15-Apr-02 
16-Apr-02 
17-Apr-02 
18-Apr-02 
19-Apr-02 
20-Apr-02 
21 -Apr-02 
22-Apr-02 
23-Apr-02 
24-Apr-02 
25-Apr-02 

Normal 
Average 

Temperature 

(B) 
35 
36 
36 
36 
36 
37 
37 
37 
38 
38 
38 
39 
39 
39 
40 
40 
40 
4 1 
4 1 
4 1 
42 
42 
42 
42 
43 
43 
43 
44 
44 
45 
45 
45 
46 
46 
46 
47 
47 
47 
48 
48 

Normal 
HDD65 

(C) 
29 
29 
29 
29 
28 
28 
28 

, 27 
27 
27 
27 
26 
26 
26 
25 
25 
24 
24 
24 
23 
23 
23 
22 
22 
22 
21 
21 
21 
20 
20 
20 
19 
19 
19 
18 
18 
18 
17 
17 
17 
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Source: 

Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
26-Apr-02 
27-Apr-02 
28-Apr-02 
29-Apr-02 
30-Apr-02 

01 -May-02 
02-May-02 
03-May-02 
04-May-02 
05-May-02 
06-May-02 
07-May-02 
08-May-02 
09-May-02 
10-May-02 
I I -May-02 
12-May-02 
13-May-02 
14-May-02 
15-May-02 
16-May-02 
17-May-02 
18-May-02 
19-May-02 
20-May-02 
21-May-02 
22-May-02 
23-May-02 
24-May-02 
25-May-02 
26-May-02 
27-May-02 
28-May-02 
29-May-02 
30-May-02 
3 1 -May-02 
01-Jun-02 
02-Jun-02 
03-Jun-02 
04-Jun-02 

Normal 
Average 

Temperature 

(B) 
48 
49 
49 
49 
50 
50 
50 
50 
51 
51 
51 
52 
52 
52 
53 
53 
54 
54 
54 
55 
55 
55 
56 
57 
57 
57 
57 
58 
58 
58 
59 
59 
59 
59 
60 
60 
60 
60 
60 
61 

Normal 
HDD65 

(C) 
16 
16 
16 
15 
15 
15 
15 
15 
14 
14 
14 
13 
13 
13 
12 
12 
11 
11 
11 
10 
10 
10 
9 
8 
8 
8 
8 
7 
7 
7 
7 
7 
6 
6 
6 
6 
6 
6 
6 
5 
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Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

May 1,2001 to June 30,2002 

Date 

(A) 
05-Jun-02 
06-Jun-02 
07-Jun-02 
08-Jun-02 
09-Jun-02 
10-Jun-02 
I I-Jun-02 
12-Jun-02 
13-Jun-02 
14-Jun-02 
15-Jun-02 
16-Jun-02 
17-Jun-02 
1 8-Jun-02 
19-Jun-02 
20-Jun-02 
21-Jun-02 
22-Jun-02 
23-Jun-02 
24-Jun-02 
25-Jun-02 
26-Jun-02 
27-Jun-02 
28-Jun-02 
29-Jun-02 
30-Jun-02 

Normal 
Average Normal 

Temperature HDD65 

(B) (C) 
61 
61 
62 
63 
63 
63 
63 
64 
64 
64 
65 
65 
65 
65 
66 
66 
67 
67 
67 
67 
67 
67 
68 
69 
69 
69 
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BACKGROUND AND QUALIFICATIONS 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Basil L. Copeland Jr. and my business address is 14619 Corvallis Road, 

Maumelle, AR, 721 13. 

WHAT IS YOUR OCCUPATION, BY WHOM ARE YOU EMPLOYED, AND FOR 

WHOM ARE YOU TESTIFYING? 

I am an economist, specializing in energy and utility economics, and a principal in 

Chesapeake Regulatory Consultants, Inc., Columbia, MD. I am testifying on behalf 

of the Staff of the South Dakota Public Utilities Commission. 

PLEASE DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE. 

I received my education at Portland State College (1967-1 969), New Mexico Institute 

of Mining and Technology (I 969), and Oregon State University ( I  972-75). In 1974 1 

received a Bachelor of Science degree in Economics from Oregon State University, 

and in 1976 a Master of Science degree in Resource Economics (with a minor in 

16 Business Finance) from the same institution. 
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From August 1975 to February 1977, 1 worked as a financial analyst and staff 

economist for the Arkansas Public Service Commission. From March 1977 to August 

1978, 1 worked in a similar position by the Iowa State Commerce Commission. In 

September of 1978 1 went to work for the Attorney General of Arkansas in a U.S. 

Department of Energy-funded office of consumer services, with responsibility for 

economic analysis in electric utility rate cases. While with the Attorney General, I 

assisted in the development of legislation that created the Arkansas Department of 

Energy. In July of 1979, soon after the Department was officially created, I became 

Deputy Director for Forecasting. In that position, I directed a staff with broad 

responsibilities which included the development of an energy management 

information system for monitoring energy supply and demand in Arkansas, including 

comprehensive forecasts of energy demand by fuel source and sector. 

I left the Arkansas Department of Energy in January 1981, and worked briefly 

as an independent consultant before joining the consulting firm of Hess and Lim, Inc., 

in April 1981. While employed by Hess and Lim, I served as a consultant on 

numerous rate cases before the FERC and various state utility commissions. I left 

Hess & Lim in October 1986 to join with two other consultants in the founding of 

Chesapeake Regulatory Consultants. I have testified or provided technical 

assistance in over 150 proceedings before the FERC, the FCC, and regulatory 

bodies in: Alabama, Arizona, Arkansas, California, Colorado, Georgia, Illinois, Iowa, 

Kansas, Maine, Maryland, Mississippi, Montana, New Jersey, New Mexico, New 

York, Oklahoma, Pennsylvania, Rhode Island, South Dakota, Texas, Vermont, 
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Washington State, West Virginia, and the District of Columbia. On four occasions I 

have been invited to appear on the program of the annual conference of Michigan 

State University's Institute of Public Utilities, and I have served as faculty for the 

Michigan State-NARUC summer training program for regulatory commission 

personnel. 

I have published numerous articles on a variety of utility issues, including 

articles or comments in Land Economics, American Economic Review, Public Utilities 

Fortnightly, Journal of Business Research, Yale Journal on Regulation, Journal of 

Portfolio Management, Energy Law Journal, and the Financial Analysts Journal. My 

1982 article in the Financial Analysts Journal on the equity risk premium received a 

Graham and Dodd award from the Financial Analysts Federation. I have also served 

as an academic referee for two academic journals where I reviewed articles on utility 

economics and finance. My article in the Spring 1991 issue of the Energy Law 

Journal1 deals with the constitutional standards for due process as applied to utility 

ratemaking under the celebrated Hope case. It offers a comparative analysis and 

critique of the 1989 Duquesne decision.' A list of publications is provided at the end 

of my testimony. 

II. INTRODUCTION 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

' "Procedural vs. Substantive Economic Due Process for Public Utilities," with Walter Nixon. Energy 
Law Journal 12 No. 1 (Spring 1991): 81 -1 10. 
'Federal Power ~omm'n v. ~ o ~ e  ~atural Gas, 320 U.S. 591 (1944); Duquesne Light Co. v. Barasch, 
488 U.S. 591 (1989). 
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My testimony presents evidence concerning the cost of capital for Montana-Dakota 

Utilities ("MDU"), and recommends a fair and reasonable rate of return based upon 

that evidence. I also review and respond to MDU1s presentation of evidence 

concerning the cost of capital. 

PLEASE SUMMARIZE YOUR CONCLUSIONS REGARDING THE COST OF 

CAPITAL AND YOUR RECOMMENDED RATE OF RETURN. 

I conclude that the cost of equity capital for MDU is in the range of 9.0 to 10.0 

percent. In order to maintain a pro forma interest coverage ratio of 3.0 or better, I 

recommend a rate of return on equity of 9.75 percent. Using my recommended rate 

of return on equity and the capital structure and senior capital costs of the Company, 

I recommend an overall rate of return of 9.243 percent. Exhibit ( B L C - I ) ,  Schedule 

1 presents the details of this calculation. 

OVERALL RATE OF RETURN AND THE COST OF EQUITY 

PLEASE EXPLAIN THE RELATIONSHIP BETWEEN RATE OF RETURN AND THE 

COST OF EQUITY. 

Typically, regulated utilities have utilized three sources of capital to capitalize their 

utility assets: common stock, preferred stock, and long-term debt. The rate of return 

for a regulated firm is usually based on its "weighted average cost of capital." This 

weighted average cost of capital represents the cost of the individual sources of 

capital weighted by their proportion as represented in the capital structure. The cost 

of equity, and my recommended return on equity of 9.75 percent, is one component 

of this overall rate of return. 
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HOW ARE CAPITAL COSTS MEASURED? 

The cost of long-term debt can be directly measured from the interest rate (and 

related costs) on the various issues of debt used to support the capital structure, and 

is only rarely a direct source of significant controversy in establishing a rate of return 

for a regulated utility. The cost of common equity, however, cannot be directly 

measured or estimated. It must be inferred from market-based common stock 

dividend and price information using one or more cost of equity estimation 

methodologies. 

WHY IS IT IMPORTANT TO BASE THE ALLOWED RATE OF RETURN ON 

EQUITY ON THE MARKET COST OF EQUITY? 

Basing the allowed rate of return on equity on the market cost of equity accomplishes 

two significant and desirable regulatory objectives. First, it fairly balances the 

competing interests of ratepayers and shareholders. Ratepayers are interested in 

receiving safe and reliable service at the lowest possible cost. Shareholders are 

interested in receiving the highest rate of return they can. A rate of return based on 

the market cost of equity fairly and reasonably balances these competing interests. 

If the allowed rate of return on equity is significantly below the market cost of equity, 

the impairment of the firm's financial integrity undermines its ability as an ongoing 

concern to render safe and reliable service. So it is in the ratepayer's interest to 

allow a rate of return on equity at least equal to the market cost of equity. 

Ratepayers, however, have no interest in paying a rate of return significantly above 

the cost of equity. And while shareholders may delight at the opportunity to earn the 
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excess profits associated with a return on equity above the cost of equity, they 

should not complain if the allowed equity return is consistently established on the 

basis of the market cost of equity. Such a return is commensurate with the financial 

risks they incur, and with the returns they could earn elsewhere in the marketplace 

on comparable investments. 

Second, an allowed rate of return on equity for the Company equal to the 

market cost of equity provides the appropriate management incentives to operate the 

firm safely, reliably and efficiently. An allowed rate of return on equity equal to the 

market cost of equity provides the same kind of incentive to the managers of a 

regulated firm as do earnings per share and market value goals for a competitive 

unregulated firm. If management has a reasonable opportunity to earn a rate of 

return on equity equal to the market cost of equity, it should be able to meet all 

reasonable goals and expectations of both shareholders and ratepayers. 

IV. MDU'S COST OF EQUITY CAPITAL 

Q. WHAT METHOD DID YOU USE TO DETERMINE MDU'S COST OF EQUITY 

CAPITAL? 

A. I used two variations of the "Discounted Cash Flow" ("DCFJ1) methodology. I also 

performed a supplemental "Capital Asset Pricing Model" ("CAPM") analysis. 

Q. PLEASE EXPLAIN THE BASIC PROCEDURES INVOLVED IN USING THE 

"DISCOUNTED CASH FLOW METHODOLOGY. 

A. In its most basic form, the DCF theory is a "constant growth" model in which the 

investor's required return on common stock equity equals the dividend yield on the 
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stock plus the expected rate of growth in the dividend. This relationship is commonly 

represented mathematically as: 

k = DIP + g 

where k is the cost of equity capital (the investor's required return), DIP is the 

dividend yield (the dividend divided by market price), and g is the expected rate of 

growth in the dividend. Depending on the nature of the assumptions and 

mathematical procedures employed in the derivation of the model, the dividend yield 

portion of the total return is variously represented as DolPo or DllPo where Do and Dl 

represent the "current dividend" and the "next period dividend," respectively. 

Depending further on what is assumed about the frequency of the dividend payout 

and the compounding of intra-period retained earnings, as an annual yield Do/Po will 

tend to understate the effective yield, while DllPo will tend to overstate it. A valid 

conceptual argument can be made for using an average of the two, sometimes 

presented in the form Do(1+.5g)lPo. This is the form of the constant growth model I 

used in my initial DCF analysis. 

WHAT OTHER STEPS AWE INVOLVED IN IMPLEMENTING THE DCF 

METHODOLOGY? 

The principal steps in implementing the DCF approach are the selection of a sample 

of companies to which to apply the method, and the selection of measures of 

expected growth. Where possible, I prefer to utilize the same sample of companies 

that the applicant uses to determine its cost of capital. In this instance, I do not 
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believe that it is proper to rely upon the sample of companies utilized by MDU's 

witness to estimate the cost of capital to MDU. 

PLEASE EXPLAIN WHY NOT. 

MDU's rate of return witness, J. Stephen Gaske, developed his recommendation 

using a sample based upon Moody's Natural Gas Distribution Companies. While this 

docket concerns a requested gas rate increase, the proper rate of return on equity is 

one which is fair to MDU's shareholders, and not necessarily to a particular segment 

of the business. The applicable standard under Hope as to what is fair from the 

investor point of view is that the return be commensurate with what the investors 

could reasonably expect to earn on investments of comparable risk. Investors 

cannot invest in just the gas distribution operations of MDU. They must invest in 

MDU as a whole. Thus the relevant standard of comparability is to operations 

comparable to MDU as a whole. In my opinion, this requires that the sample of 

comparable companies be combination utilities with combined gas and electric 

operations similar to MDU. For this reason, I have used a sample of 20 electric 

utilities with gas distribution operations. 

WHAT DATA DID YOU EXAMINE IN ORDER TO ESTIMATE THE INVESTOR 

EXPECTED GROWTH RATE FOR YOUR DCF ANALYSIS? 

For my constant growth DCF study, I utilized the Zacks consensus estimate of 

projected growth in earnings per share ("EPS"), and Value Line estimates of growth 

in dividends per share ("DPS"), growth in book value per share ("BVPS"), and the 

Value Line estimate of "% Retained to Common Equity" (a measure of long term 
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sustainable g r ~ w t h ) . ~  Theoretically, if the constant growth assumptions are valid, 

earnings, dividends, and book value per share should all grow at approximately the 

same rate. Where this is the case, it is sometimes possible to derive reasonable and 

accurate estimates of the cost of equity using only one of these growth measures as 

a "proxy" for the expected rate of growth in dividends. But if the payout ratio is not 

constant, using just projected earnings or dividend growth can result in distorted 

estimates of the DCF cost of equity. 

WHAT ARE YOUR ESTIMATES OF THE PROJECTED GROWTH RATES FOR 

THESE MEASURES? 

The projected growth rates used in my constant growth DCF study are shown on 

Exhibit BLC-1, Schedule 2. As can be seen from Columns F and G, there is 

considerable disparity between the EPS growth rates projected by Zacks and the 

DPS growth rates projected by Value Line. The projected EPS growth rates are on 

average substantially higher than the DPS growth rates. This disparity reflects a 

projected near-term decline in dividend payout, resulting in a rise in the earnings 

retention rate. But the constant growth DCF model is a model of investors' long-term 

dividend growth expectations. Consequently, based on current market conditions, 

relying solely upon projected EPS growth rates will overstate the investors' long-term 

Zacks and Value Line are sources of financial data widely used by investors. Besides basic 
financial data, Zacks surveys institutional investors to collect data on expected earnings growth 
(referred to as "consensus" estimates of expected earnings growth). "% Retained to Common 
Equity" is a measure of the ratio of retained earnings to common equity, or the "plowback ratio." It is 
equivalent to the "br" measure of expected dividend growth used in some presentations of the DCF 
model. 
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growth expectations. Similarly, relying solely upon projected DPS growth rates will 

understate the investors' long-term growth expectations. 

Q. UNDER THESE CONDITIONS, WHAT IS THE BEST WAY TO ESTIMATE THE 

CONSTANT GROWTH DCF COST OF EQUITY? 

A. Under these conditions, the best way to estimate the constant growth DCF cost of 

equity is to rely upon an average of the EPS, DPS, and book value per share (BVPS) 

projections. Short-run or near-term changes in payout ratio do not impact book value 

per share growth as significantly as they do EPS and DPS growth, and over time 

EPS and DPS growth rates will always revert to the rate of growth in book value per 

share.4 For this reason, an average of these various growth rate measures is 

required to reasonably estimate investors' long-term growth expectations. 

Q. PLEASE DESCRIBE THE RESULTS OF YOUR CONSTANT GROWTH DCF 

STUDY. 

A. The results are shown on Exhibit BLC-1, Schedule 2, Column L. Column L is the 

sum of Column E and the average of Columns F, GI H and I. Column E is the 

dividend yield portion of the DCF cost of equity, and is computed using a 180-day 

moving average stock price.5 By averaging the growth rates in Columns F, G, H and 

A trend in the payout ratio faces two limits - a payout ratio of I00 percent if the payout ratio is 
rising, and a payout ratio of zero if the payout ratio is declining. At these limits growth in dividends or 
earnings becomes equal to the rate of growth in book value per share. If the trend in payout ratio 
levels off, so that payout ratio stabilizes, growth in dividends and earnings will equal growth in book 
value per share. So regardless of the trend in payout ratio, growth in dividends and earnings will 
always, ultimately, revert to growth in book value per share. 

However, I compare the 180 day moving average to "Bollinger Bands" around the recent stock 
price. Bollinger Bands are bands used in charting stock prices, and plot a range of two standard 
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I, we avoid the bias that arises from relying solely upon a single measure of expected 

growth. The mean estimate of " k  is 9.85 percent, and the median estimate of "k" is 

9.83 percent. The difference between the median and the mean reflects the impact 

of "outliers" or atypical observations in the calculation of the mean. For that reason 

the median is the more reliable measure of central tendency. 

DID YOU UNDERTAKE ANY ADDITIONAL DCF ANALYSIS? 

Yes, I did. In addition to the more traditional form of the DCF methodology, I 

developed DCF estimates using a "dividend discount model" (DDM). Dividend 

discount models are more general forms of the DCF methodology, which embody 

less restrictive assumptions than the traditional methodology. The traditional 

methodology is sometimes referred to as the "constant growth model," and assumes 

that dividends, earnings, book value per share, and share price all grow at the same 

uniform rate of growth in perpetuity. While this is rarely the case in actuality, it is not 

an unreasonable assumption if the differences are small, a condition which implicitly 

requires a relatively constant dividend payout ratio. Where dividend payout ratios 

are expected to trend upward or downward over extended periods of time, use of 

five-year growth projections of the type published by Zacks, Value Line, or other 

investment services in a constant growth form of the DCF model can produce 

distorted and unreliable results. Multiple-period dividend discount models provide 

deviations around a 20 day moving average. If the 180 day moving average is outside the Bollinger 
Band, I use the price indicated by the Bollinger Band in the place of the 180 day moving average. 
Thus the stock price I use is always within two standard deviations of a 20 day moving average, 
answering any concern that use of a 180 day moving average represents stale price data. 
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more reliable and accurate measures of the expected DCF return under such 

conditions. 

PLEASE EXPLAIN IN FURTHER DETAIL HOW THE MULTIPLE PERIOD 

DIVIDEND DISCOUNT MODEL IS DERIVED. 

Multiple period dividend discount models are based on finite horizon DCF models of 

the form: 

Where 

Here t is a finite time period at the end of which the stock would be sold for P,.. By 

postponing the period of constant growth to some finite point of time in the future, 

dividends can be projected during the interim that follow any pattern consistent with 

expected earnings growth and dividend payout ratios. 

ARE SUCH DDM MODELS ACTUALLY USED BY INVESTORS TO ESTIMATE 

EXPECTEDRETURNS? 

Yes. Firms such as Prudential-Bache and Merrill Lynch use such models to develop 

expected returns, which are then used by their investment analysts in making stock 

buy-hold-sell recommendations. Standard textbooks also present them along with 

constant growth models. 

PLEASE DESCRIBE IN FURTHER DETAIL YOUR IMPLEMENTATION OF THIS 

METHODOLOGY. 



SDPUC Docket No. NG02-011 
Testimony of Basil L. Copeland Jr. 

Page I 3  of 19 

The basic data employed in my implementation of this methodology is presented in 

Exhibit (BLC-I), Schedule 3. This is a summary sheet with input data and the 

resulting DDM estimates of the cost of equity. Detailed backup is provided in my 

workpapers. 

The basic input data consists of the current dividend yield, an estimated EPS 

projection for 2003, the current Zacks consensus EPS growth projection, an estimate 

of long-term growth into perpetuity, and estimated retention ratios for 2003, 2007, 

and 2022. The DDM analysis assumes that earnings grow from 2003 to 2007 at the 

indicated Zacks consensus EPS growth rate, and at the long-term growth rate (5.50 

percent, the median value of Value Line's "% Retained to Common Equity") 

thereafter. The period from 2007 to 2022 is a transition period during which the 

payout ratio changes from the value projected by Value Line in the year 2007 to a 

common value of 0.49 (the median Value Line estimate for 2007) for all companies in 

the sample in the year 2022. Constant growth assumptions - long-term growth 5.50 

percent, and a retention ratio of 0.49 percent - apply after the year 2022, allowing 

the determination of a terminal share price for the year 2022. These long-term 

conditions after 2022 are applied to all the companies in the sample. Having 

generated a series of cash flows, the model generates an expected return, k, by 

solving the following equation: 
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The solution to this equation is the value of k which makes the right hand side of the 

equation zero. This can only be done by trial and error. However, there are 

generally available computer algorithms for finding the solution to such formulas 

automatically. The DDM returns shown on Exhibit (BLC-I), Schedule 3, were 

developed using the "solver" routine in an Excel spreadsheet. 

PLEASE SUMMARIZE THE RESULTS AND COMMENT ON THEIR 

SIGNIFICANCE. 

The mean and median DDM return for the 20 company sample are both 9.88 

percent. These results corroborate the results of the constant growth analysis. 

DID YOU UNDERTAKE A SUPPLEMENTAL ANALYSIS OF THE COST OF 

EQUITY FOR THE SAMPLE OF COMPARABLE COMPANIES TO VALIDATE 

YOUR DCF RESULTS? 

Yes, I did. I used the Capital Asset Pricing Model (CAPM) to develop a third estimate 

of the cost of equity. CAPM is a risk premium methodology based on the principle 

that the cost of equity capital equals the cost of a risk-free investment, plus a "risk 

premium" to compensate investors for the risks associated with a specific equity 

investment. Under the CAPM methodology, the overall market risk premium for 

common stock is adjusted to reflect the risk of a specific stock or sample of stocks 

using the stock's beta coefficient. A beta coefficient is a financial market measure 

used in developing a risk-adjusted risk premium that reflects the market risk of an 

individual stock (sometimes referred to as its "systematic risk) relative to the risk of 

the market as a whole. This stock-specific risk premium is then added to an 
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appropriate "risk-free" rate to yield a total required rate of return. Mathematically, the 

CAPM methodology can be stated as: 

k - - rf + orp 

where r, is the risk-free rate, P is the stock's beta coefficient, and rp is the market risk 

premium. For an estimate of the required return on stock, the yield on long-term 

government bonds is conventionally used to estimate the risk-free rate. More 

problematic is the estimate of the market risk premium. 

Q. HOW DID YOU ESTIMATE THE MARKET RISK PREMIUM? 

A. I estimated the overall market risk premium using the historical return data shown on 

Exhibit BLC-I, Schedule 4. These data indicate that for the last 76 years, common 

stocks have earned a long-horizon risk premium over long-term U.S. Treasury bonds 

of about 5.49 percent, annually. For the beta coefficient, I utilized the Value Line 

estimates for the sample of combination utilities that I used to develop my DCF 

estimates. 

Q. WHAT IS THE RESULTING CAPM ESTIMATE OF THE COST OF EQUITY? 

A. The median beta coefficient (as computed by Value Line) for the sample of 

comparable combination utilities is 0.675. Using a 5.49 percent market risk premium, 

and a recent long-term (30-year) U.S. Treasury bond yield of 4.9 percent6, the 

resulting CAPM estimate of the cost of equity is: 

k = 4.90 + (0.675 x 5.49) = 4.90 + 3.71 = 8.61 percent. 

For consistency's sake, I determine the interest rate for the risk free portion of the CAPM the same 
way I determine the stock price for the dividend yield component of the DCF return, e.g., by using a 
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This result corroborates the reasonableness of my DCF estimates, and provides 

additional evidence of a reasonable range for the Company's cost of equity. 

CONSIDERING THE EVIDENCE YOU PRESENT, WHAT IS YOUR ESTIMATE OF 

THE COST OF EQUITY FOR MDU? 

Based upon the evidence presented above, I conclude that the cost of equity for 

MDU is presently in the range of 9.0 to 10.0 percent. 

ANALYSIS OF MDU RATE OF RETURN TESTIMONY 

HAVE YOU REVIEWED THE TESTIMONY AND EXHIBITS OF J. STEPHEN 

GASKE, THE WITNESS SPONSORING MDU'S REQUESTED RETURN ON 

EQUITY? 

Yes, I have. 

PLEASE COMMENT ON THE EVIDENCE SUBMITTED BY DR. GASKE IN 

SUPPORT OF HIS RATE OF RETURN RECOMMENDATION. 

Dr. Gaske begins his presentation with the DCF method, which he applies to a 

sample of natural gas distribution companies. I have already stated why I believe 

that this is an inappropriate sample for estimating the cost of equity for MDU. So 

whatever other merit his studies might have, he is not, in my opinion, estimating the 

cost of equity capital for MDU. But beyond that, I do see significant problems with 

the way he implements his DCF analyses. His first DCF approach is described as a 

"Second-Stage Retention Growth" analysis. Superficially, this seems to be an 

attempt to implement a two-stage dividend discount model similar to the DDM that I 

180 day moving average as long as this 180 day moving average is within two standard deviations of 
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describe earlier in my testimony. But it is fundamentally flawed because it relies 

solely upon projected earnings growth rates for the initial, near term stage. This is 

not merely a fundamental flaw, but a fatal one. After all, the "D" in "DCF" represents 

the dividend cash flow to the investor, and Dr. Gaske has not presented one iota of 

evidence regarding projected dividend growth. While dividends are arguably paid out 

of earnings, earnings growth is a reasonable proxy for dividend growth only if the 

payout ratio is constant, an assumption simply not borne out under current market 

conditions. Dr. Gaske's second DCF method, described as "a Basic DCF method" 

merely compounds this flaw, since it relies solely upon near-term earnings forecasts 

for both the near-term and the long-term. Because Dr. Gaske has made no use of 

any evidence with respect to investor expectations regarding dividend growth, it is 

impossible for him to have reliably or accurately implemented the DCF model. 

PLEASE DISCUSS DR. GASKE'S RISK PREMIUM APPROACHES. 

Dr. Gaske employs two risk premium approaches which share a common weakness: 

utilization of simple arithmetic averages to estimate the historical risk premium. The 

correct approach will make use of geometric averages for appropriate long-horizon 

holding  period^.^ 

DR. GASKE ALSO DISCUSSES THE RETURNS ON ALTERNATIVE EQUITY 

INVESTMENTS. PLEASE COMMENT. 

-- 

a 20 day moving average. The data used for this determination was as of 4-21-03. 
'See Russell J. Fuller and Kent A. Hickman, "A Note on Estimating the Historical Risk Premium," 
Financial Practice and Education, FallIWinter 1991, Vol 1 ., No. 2, 45-48. 
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1 A. The evidence that Dr. Gaske presents regarding "alternative equity investments" is of 

2 no value whatsoever to determining the fair rate of return and cost of equity for MDU. 

3 First of all, the data that he presents represents returns on book equity. Investors 

4 cannot purchase stock at book value (unless the market-to-book ratio is 1.0); they 

5 must purchase stock at market value. Hence, investors do not have the opportunity 

6 to earn these book returns. They only have the opportunity to earn the equilibrium 

7 market return. That is why commissions and regulatory agencies long ago discarded 

8 the "comparable earnings" approach and adopted the DCF approach. While he 

9 declines to describe it as such, Dr. Gaske's "alternative equity investment analysis" is 

10 nothing more than a "comparable earnings" analysis under the guise of a different 

11 name. But it is still just as flawed. 

12 Secondly, these are not the returns on investments of comparable risk. The 

13 two measures that Dr. Gaske employs -the S&P 500, and 746 industrial, retail, and 

14 transportations published by Value Line - are too broad to represent the return on 

15 investments of comparable risk. Hence there is no way that this evidence can be 

16 helpful in determining a reasonable rate of return for MDU. 

17 Q. PLEASE SUMMARIZE YOUR COMMENTS ON DR. GASKE'S TESTIMONY. 

18 A. In my opinion, Dr. Gaske has failed to present any meaningful evidence of the cost of 

19 equity or fair rate of return on equity for MDU. 

20 Q. DOES THAT COMPLETE YOUR TESTIMONY AT THE PRESENT TIME? 

21 A. Yes, it does, except for the list of publications that follows. 
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Exhibit (BLC-1) 
Schedule 1 

Montana-Dakota Utilities Co. 
Proposed Capital Structure and Rate of Return 

Line No. Source % of Total Cost Rate Wtd Cost 
A B C D 

1 Long-Term Debt 43.441 % 9.21 1 % 4.001 % 

2 Preferred Stock 5.330% 4.624% 0.246% 

3 Common Equity 51.229% 9.750% 4.995% 

4 Total 100.000% 9.243% 
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E x h i b i t ( B L C - 1 )  
Schedule 3 

MONTANA-DAKOTA UTILITIES CO. 
DCF Rate of Return Analysis Using Dividend Discount Model (DDM) 

Company Inputs: 
Dividend 2003 Zacks Long-Term Retention Ratios 

Yield EPS Growth Growth 2003 2007 2022 
Ameren Corp 6.35% 2.90 4.00% 5.50% 0.12 0.19 0.49 
Cinergy Corp. 
CH Energy Group 
Consol. Edison 
Constellation Energy 
Dominion Resources 
DTE Energy 
Energy East 
Entergy 
Exelon 
NISOURCE 
Northeast Utilities 
NSTAR 
PNM 
PS Enterprise Group 
SCANA Corp 
Sempra 
Vectran 
Wisconsin Energy 
WPS Resources 5.74% 2.85 5.00% 5.50% 0.24 0.32 0.49 

Mean: 5.50% 0.43 0.48 
Median: 5.50% 0.44 0.49 

Output: 
DDM 

Return 
9.76% 

Std Error: 



Exhibit-(BLC-I) 
Schedule 4 

Compound Excess Returns (Long Horizon Risk Premia), 1926-2001 

Period Risk Premium 

1926-1 940 0.82% 

1940-1 955 14.38% 

1955-1 970 3.99% 

1970-1 985 1.51% 

1985-2001 6.73% 

Mean: 5.49% 

Source: Derived from SBBI, Valuation Edition, 2002. 
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Please state your name, business address and current position. 

My name is Michele M. Farris and my business address is Public Utilities 

Commission, 500 East Capitol, Pierre, SD 57501. I am presently employed as a 

Utility Analyst. 

Please describe your educational background and experience. 

I received a Bachelor of Science degree in Mechanical Engineering from South 

Dakota State University in May 1987. I received a Master of Science degree in 

Civil Engineering from the University of Colorado in May 1994. I am a 

registered Professional Engineer in the State of South Dakota. I commenced 

employment with the Public Utilities Commission in January 1999. 

Have you previously presented testimony before the Commission? 

Yes. I have presented testimony in three rate case filings, Docket NG01-010, 

Docket NG99-002, and Docket NG98-011, requesting an increase in gas rates for 

MidAmerican Energy Company, Northwestern Public Service, and MidAmerican 

Energy Company, respectively. In addition, I have presented testimony in the 

following dockets: Docket GE00-002, request by The Dunham Company for a 

master metering variance; Docket NG01-004, request by Floyd Nightingale for a 

master metering variance; Dockets EL00-002, EL00-003, and EL00-009, 

regarding approval of a departure from its fuel clat~se adjustment for Otter Tail 

Power Company, Montana-Dakota Utilities Company, and Northwestern Public 

Service, respectively; and Docket TC99-005 regarding the sale of stock for Union 

Telephone Company of Hartford and h o u r  Independent Telephone Co., 



including its wholly-owned subsidiary, Bridgewater-Canistota Independent 

Telephone Co. to MJD Services Corp. 

What is the purpose of your testimony in this proceeding? 

I shall express my opinion regarding adjustments to Montana-Dakota Utilities' 

charitable contribution expenses, economic development expenses, industry and 

association dues, chamber dues, advertising expenses, and rate case expense. 

Did Montana-Dakota Utilities include charitable contribution expenses in the 

South Dakota test year expenditures? 

No. Montana-Dakota Utilities has charged charitable contributions as a below the 

line item for rate making purposes. No charitable contribution amounts were 

included in South Dakota test year expenditures. 

Based on your education and experience, what is your opinion in regard to 

Montana-Dakota Utilities' claimed association dues? 

It is my opinion that an adjustment of ($33,453) be made to Montana-Dakota 

Utilities' cost of service (see Exhibit-(MMF-1), Schedule 1). The organizational 

dues, which were excluded, consist of payments to various Chambers of 

Commerce and commercial clubs. Membership in these organizations is not 

necessary for MDU's rendition of safe, adequate and reliable gas service in South 

Dakota. Also, MDU should not be allowed to force ratepayers to contribute to 

organizations with which they may not be in agreement. 

The Utility Shareholders of South Dakota was established as an 

independent organization in the state to represent the collective interests, rights 

and concerns of utility investors in South Dakota. Membership in h s  

organization is not necessary for the rendition of safe, adequate and reliable gas 

service in South Dakota. Therefore, membership dues should not be recovered 

from ratepayers. 

Based on your education and experience, what is your opinion regarding 

institutionaVpromotionaVgoodwill advertising expenses? 

It is my opinion that an adjustment of ($39,197) be made to Montana-Dakota 

Utilities' cost of service (see Exhibit-(MMF-1), Schedule 2). The advertising 

expenses charged to account 909 are for gas safety advertisements. I recommend 



that all of MDU's gas safety advertisements be allowed in rates. Montana-Dakota 

Utilities has proposed to eliminate all test year costs in account 913, promotional 

advertising, in its adjustment. The advertising expenses charged to account 930.1 

are for institutional advertising. I recommend the $17,341 spent on institutional 

advertising be disallowed. Institutional advertising serves only to enhance the 

image of MDU and should not be paid by ratepayers and Commission precedent 

has long recognized this. 

Based on your education and experience, what is your opinion regarding 

economic development expenses proposed by Montana-Dakota Utilities to be 

included in rates? 

The Company has included $1,929 for economic development expenses in 

account 912. I recommend this amount be disallowed. MDU has no formal 

economic development plan in place that demonstrates the ratepayer is benefiting 

from the expenditure. If MDU wants to include economic development expenses 

in rates they must develop a program whereby the ratepayer and the shareholder 

share in the cost of the program. 

What are you recommending with regard to Montana-Dakota Utilities' rate 

case expense? 

MDU is requesting a rate case expense of $47,500 amortized over three years 

with a recurring level of expense of $2,065 per year. I accept the rate case 

expense as proposed. However, based on the duration of time elapsed since the 

last rate case in NG94-12, I recommend the expense be amortized over five years 

(see Exhibit -(MMF-I), Schedule 4.) 

Does that conclude your testimony? 

Yes. 



Montana-Dakota Utilities 
South Dakota-Gas 
Industry Association Dues 
Test Year Ended June 30,2002 

1 American Gas Association 
2 Rapid City Chamber of Commerce 
3 Sturgis Chamber of Commerce 
4 Deadwood Chamber of Commerce 
5 Belle Fourche Chamber of Commerce 
6 Lead Area Chamber of Commerce 
7 Northern Hills Community 
8 Whitewood Chamber of Commerce 
9 Montana Coal Council 

10 Spearfish Economic 
11 Rapid City Area Economic 
12 Spearfish Chamber of Commerce 
13 UTC 
14 NARUC 
15 Energy Safety Association 
16 Utility Shareholders of South Dakota 
17 Other 

18 Staff Pro Forma adjustment 

Sources: 

Total 

Company 
Pro Forma 
Per Books 

(b) 

Exhibit-(MMF-I) 
Schedule 1 
Page 1 of I 

Staff 
Pro Forma 

Adiustments 

Column b, Lines 1-17: Statement H, Schedule H-I, Page 8 of 12 
Column c, Line 9: Data Response 2-21 
Column c, Line 13: Data Response 2-22 
Column c, Line 16: Data Response 2-1 9 
Column c, Line 17: Data Response 2-23 



Montana-Dakota Utilities 
South Dakota-Gas 
lnstitutionallpromotionallgoodwill advertising 
Test Year Ended June 30,2002 

Advertising 
Expenses 
Per Books 

1 Account 909 Informational Advertising $ 15,773 
2 Account 91 3 Promotional Advertising $ 21,856 
3 Account 930.1 Institutional Advertising $ 17,341 

Total 

4 Company Pro Forma adjustment 

5 Staff Pro Forma adjustment to per books 

Sources: 

Exhibit-(MMF-I) 
Schedule 2 
Page 1 of 1 

Company Staff 
Pro Forma Pro Forma 

Adjustments Adiustments 

Column b and c, Lines 1, 2, 3 : Statement H, Schedule H-1, Page 12 of 12 
Column d, Lines 2 and 3 : Statement H, Schedule H-I, Page 9 of 12 



Montana-Dakota Utilities 
South Dakota-Gas 
Economic Development 
Test Year Ended June 30,2002 

(a) 

1 Sales 
2 Account 912 Economic Development 

Total 

3 Staff Pro Forma adjustment to account 912 

Sources: 

Exhibit-(MMF-I) 
Schedule 3 
Page 1 of 1 

Other 0 & M Staff 
Expenses Pro Forma 
Per Books Adjustments 

(b) ( 4  

Column b, Line 1: Statement H, Schedule H-I, Page 12 of 12 
Column c, Line 2: Data Response 2-1 8 



Montana-Dakota Utilities 
South Dakota-Gas 
Rate Case Expense 
Test Year Ended June 30,2002 

1 Zinder (ROE) 
2 Gerdes 
3 Towers Perrin (FAS 106) 
4 PUC FAS 106 
5 PUC 
6 Hearing 
7 Other 

Total 

8 Three year amortization 

9 Staff Adjustment (Five year amortization) 

10 Recurring level of expense 

11 Company Pro Forma Rate Case Expense 

12 Staff Pro Forma Adjustment 

Sources: 

Exhibit-(MMF-I) 
Schedule 4 
Page I of 1 

Company Staff 
Pro Forma Pro Forma 
Per Books Adjustments 

(b) (c) 

Column b and c, Lines 1 - 7, and 10: Statement H, Schedule H-I, Page 10 of 12 
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Q. What is your name and by whom are you employed? 

A. My name is David A. Jacobson and I am presently employed as a Utility Analyst 

with the Commission Staff of the Public Utilities Commission (Commission). My 

business address is Public Utilities Commission, State Capitol Building, Pierre, 

South Dakota 57501. 

Q. Please describe your educational background and experience. 

A. I received a Bachelor of Science Degree in Business Administration majoring in 

business management from the University of South Dakota in 1980. 1 

subsequently returned to the University in 1982 and completed major course 

work in accounting. I have been with the Commission since May of 1984. 1 have 

previously presented testimony in 14 general rate case applications and also in 

numerous other docketed matters before the Commission. 

Q. What is the purpose of your testimony in this Docket? 

A. I shall present Staffs determination of working capital for Montana-Dakota 

Utilities Co. (MDU or Company), and address Company proposed adjustments 

regarding Labor and associated payroll taxes, benefits expense, Supplemental 

Income Security Plan (SISP) and insurance expense. In addition I shall address 

certain changes in tariffed rates, terms and conditions proposed by the 

Company. 
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Q. Did MDU provide an analysis of its working capital requirements? 

A. The Company provided 13-month average balances for material and supplies, 

prepaid insurance, the unamortized FAS 106 balance and customer advances for 

construction. The Company did not perform a lead-lag study which would result 

in a determination of cash working capital requirements. 

Q. How were you able to perform a calculation to determine MDU's working 

capital allowance? 

A. I first adjusted materials and supplies, prepaid insurance, the unamortized FAS 

106 balance and customer advances for construction by updating their balances 

to more recently available 1 3-month averages. 

To determine MDU's cash working capital allowance, I used the best 

available information to construct a lead lag calculation. 

Q. Please describe how a lead-lag calculation measures working capital 

requirements. 

A. A lead-lag analysis measures ( I )  the time between when service is provided to 

the utility and when those costs are paid by the utility, and (2) the time between 

when a service is provided to a customer and when revenues for that service are 

received by the utility. These differences, expressed in days, are multiplied by the 

average daily operating expense which results in the working capital required or 

available. 

Q. How did you determine the various expense lead days included in your 

analysis? 

A. I first requested updated information from MDU and received the response that 

no updated information was available. I then referred to responses to data 

requests submitted by the Company in their most recent gas rate case, Docket 

NG94-012 where such updates were supplied. To the extent these expense 

leads were applicable, I utilized them in my analysis. Separately, the expense 

lead for labor was updated to reflect the current pay practices of the Company. 

Expense leads for taxes were used which reflect the applicable current statutory 

payment dates. 
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Q. How did you compute MDU's revenue lag? 

A. I used a 20-day bill payment lag. South Dakota Administrative Rules provide that 

a bill becomes delinquent after 20 days and thereafter a company can assess a 

late payment charge. In collecting this charge, the company is compensated for 

the costs of extending credit to their customers when payments are made later 

than 20 days from billing. When adopting this approach, it is appropriate to 

remove late payment fees from test year revenues for ratemaking purposes. Per 

data request the Company indicated that late payment fees were not included in 

test year results because the Company believes such revenues are not part of 

the regulated cost of service. While this position is certainly debatable, in this 

case they have appropriately not been included in test year revenues. For 

processing days, the time between when meters are read and when a bill is 

rendered, I utilized one day. The information from Docket NG94-012 did not 

contain a calculation for processing days and, in any event, it has been my 

observation that processing days for companies have decreased in the last 

several years due to the application of new technologies. Processing days for the 

other two local distribution companies regulated by the Commission have most 

recently been determined to be less than one day. Lacking an actual current 

study of this measure, I believe one day is appropriate and perhaps conservative 

in this case. The details to my cash working capital calculation can be found on 

Exhibit(DAJ-I), Schedule I .  

Q. Are there other sources of working capital available to the Company? 

A. Yes. Taxes collected by the Company and held until payment are included in 

Exhibit(DAJ-I), Schedule 2. 

Q. Has MDU proposed an adjustment to test year insurance expense? 

A. The Company proposed an adjustment increasing insurance expense based on 

projections. It has long been the policy of the South Dakota Commission, and 

appropriately so because of their speculative nature, to avoid the use of 

projections for ratemaking purposes. Staff Witness Senger discusses this issue 

further. It should be noted however that many of the Company's insurance 
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policies reflected in the initial filing expired in October and December of 2002. 1 

requested updated insurance expense information and have proposed an 

adjustment incorporating that information. 

Have you reviewed the adjustment proposed by MDU for increasing labor 

expense over test year amounts? 

The information provided by MDU supporting post test year labor increases 

consists primarily of an explanation of the budgeting and projection process and 

the results of that process. Exhibit(DAJ-2), Schedule 3 is MDU's response to a 

Staff data request regarding the budgeting process. As the response indicates, 

the process involves many levels of hierarchy within both the utility and parent 

organization. Inputs in future salary determinations include department manager 

budgets, the Financial Reporting and Planning Department, the Senior 

Management Policy Committee, Vice President review, MDU's CEO, Senior 

Management of MDU Resources Group and the Board of Directors. Other inputs 

along the way include EEIIAGA studies, regional salary studies and other 

studies. Given the wide range of review by many groups and individuals and the 

possibility of contrasting goals, and given the possibility of goal modification over 

time as economic conditions change, forecasting what future salary decisions will 

be with certainty is fraught with uncertainty. 

Another problem with forecasting increased labor expense is the absence 

or lack of known productivity gains which result from salary increases. While in 

some cases, increases reflect only cost of living increases, the union contract 

supplied by MDU shows that as employees progress in their trades, they receive 

higher salaries but are also able to achieve higher job titles and theoretically able 

to perform more functions. Greater efficiency by employees should lead to 

decreased costs which are not reflected in the rate case. 

As a result of the above problems, I, as the Commission has in the past, 

have relied on the known and measurable increases documented by the 

Company to adjust labor expense. The only documented change provided was 

the 3% union increase which took effect 5/1/02. For lack of better information, 
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this was applied to South Dakota based on the number of union employees 

compared to total South Dakota employees. The results of this adjustment can 

be seen on Exhibit-(DAJ-2), Schedule 2. The resulting change to payroll taxes 

can also be found on that exhibit. 

Did MDU propose an adjustment to employee benefits expense? 

Once again MDU provided a forecasted benefit increase. Through data requests, 

I received updated actual benefits expense amounts for the 12 months ended 

3/31/03 and have adjusted test year expenses by this known increase. The detail 

for this adjustment can be found on Exhibit-(DAJ-2), Schedule 4. 

Have you reviewed MDU's proposal to include the costs of the 

Supplemental Income Security Plan (SISP) in the regulated cost of service? 

Yes. MDU is proposing to increase benefits expense by approximately $120,000 

per year for South Dakota customers to include this program in its cost of 

service. Briefly, the plan provides retirement benefits in addition to Social 

Security, the Defined Benefit Pension Plan and MDU's 401 (k) plan so that 

income after retirement comes closer to equaling that made prior to retirement. 

Current eligibility guidelines for the plan are that an individual should have a base 

salary of at least $80,000 and be an officer or in a position of significant influence 

and impact. The 2002 Proxy Statement of MDU Resources Group, Inc. states 

there are 76 participants in the program. Responses to Staff data requests 

explain that 26 of these 76 senior management personnel participating the SISP 

are with MDU. 

Do you have an opinion on whether this expense should be included for 

recovery in rates from ratepayers? 

The other pension and retirement plans utilized by MDU are fully included in the 

cost of service. Staff analyzed bonuses paid during the test year, the Key 

Employee Stock Option Plan, the Executive Long Term Incentive Plan and other 

plans. Although it was not quantifiable, these plans rely on stockholder 

enrichment as a key measure in determining rewards, largely to upper level 

management. It is apparent that stockholder welfare is a major concern of senior 
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management and, because Staff has allowed these programs to be funded, it 

seems only reasonable to have the Stockholders of MDU Resources Group 

continue to fund the SlSP as they have in the past. 

Another point to consider is that the SISP is available only to upper 

management. It can well be argued that employees with smaller incomes at 

retirement are more in need of having a greater portion of their salaries replaced 

than retirees with larger ending salaries. While MDU acknowledges this matter, 

this plan does not contribute to that end. Also, employees with larger salaries 

may also have the ability to save more for retirement in plans outside of 

Company sponsored plans than those who spend a larger share of their income 

on meeting daily costs of living. Because of these issues, I would not allow SlSP 

costs to be recovered from South Dakota ratepayers. 

Have you reviewed the changes MDU has proposed to their tariff in this 

case and do you have any comments? 

Yes. MDU has proposed in this case to increase the penalty for failing to curtail 

usage of gas during curtailment periods from $1 0 to $50. The Company states 

this is necessary considering the recent instances of high gas costs which make 

the penalty less effective than when gas prices were at lower levels. I would 

agree with this assessment but would opine that $50 is too great an increase at 

this time. Thirty dollars has been accepted by the Commission in the past and 

would also be appropriate in this case. Also, MDU has stated that these penalties 

shall be used to pay any pipeline penalties assessed because of the customer's 

failure to curtail service. This treatment is appropriate but I would also have MDU 

credit any collections of penalties in excess of the pipeline charges to the firm 

customer's Purchased Gas Adjustment account. This practice is fair considering 

the firm customers are at that point supplying the gas used by interruptible 

customers. This practice is followed by other gas utilities regulated by the 

Commission. 
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Q. Are there other proposed changes to tariffed charges? 

A. MDU is proposing to increase the insufficient funds check charge from $10 to 

$20. 1 would accept this change. The Company is also proposing to increase the 

charge for reconnecting service in the event of disconnect for nonpayment from 

$12 to $30. Because the cost support for this service was less than $30 and 

because of the hardship many customers disconnected for nonpayment have in 

paying prior amounts owed in addition to a reconnect charge, I would propose 

the charge be set at $25. 

MDU has also proposed to increase the deposit paid by customers for 

having their meter tested more than once within a 12-month period. Customers 

forfeit this deposit if their meter fails to be in error by 2% or more. MDU proposed 

increasing the residential deposit from $1 0 to $40. ARSD 20:lO: l7:O5 specifies 

that this charge be $10 and cannot be increased. The Company has also 

proposed increasing the non-residential charge for 425CFH or less meters from 

$10 to $40,426 CFH to 1000 CFH meters from $20 to $40 and over 1000 CFH 

meters from $60 to $70. 1 would accept these proposed changes, with the 

condition that in the case where a meter is replaced due to malfunction, a 

customer be allowed one additional free meter test within 12 months, if requested 

by the customer. 

Regarding other proposed tariff changes, the Company has eliminated 

Firm Transportation Service from the tariff. As no customers have been served 

by this rate since its inception in A988, 1 would accept this change. There are 

numerous other tariff changes within the filing which have been discussed with 

the Company and with which preliminary agreement has been made concerning 

clarification or correction. 

Q. I have no further questions. 



Montana-Dakota Utilities Co. 
South Dakota - Gas 

Cash Working Capital 
Test Year Ended 6130102 

Exhibit-(DAJ-I) 
Schedule 1 
Page I 

Line - 

1 
2 
3 
4 
5 
6 
7 
8 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

20 
21 
22 
23 
24 

Description 
(a) 
Operation & Maintenance 
Gas Purchases 
Labor Expense 
Fringe Benefit 
Insurance Expense 
Uncollectible Accounts Exp. 
Regulatory Commission Exp. 
Other 0 & M Expense 

Total 0 & M 

Depreciation & Amortization 
Deferred lncome Taxes 
Ad Valorem Tax 
Payroll -FICA 
Payroll - FUTA 
Payroll - SUTA 
S D Gross Receipts Tax 
Federal Income Tax 
Interest on Long Term Debt 
Preferred Stock Dividends 

Total 

South Dakota 
Per Books 

(b) 

Revenue Lag Days 36.21 
Expense Lead Days 40.17 
Net Days (3.96) 
Expense per Day 84,396 
Cash Working Capital (334,208) 

Sources : 
Column (b) 

line 1: Statement H, page 1 of 3 
line 2: Statement H, Schedule H-1, page 4 of 12 
line 3: Statement H, Schedule H-I, page 5 of 12 
line 4: Statement H, Schedule H-1, page 6 of 12 
line 5: Statement H, page 2 of 3 
line6: Statement H, Schedule H-1, page 10 of 12 
line 7: line 9 minus lines 1 - 7 
line 8: Statement H, page 3 of 3 
line 9: Statement J, page 1 of 3 
line 10:Statement K, page 9 of 12 
line 11: Statement L, page 1 
lines 12 - 15: Statement L, page 1 
line 16: Statement K, page 4 of 12 
line 17: Statement K, page 4 of 12 

Adjustments 
(c) 

line 20: Staff ~ork~aper~ref lects 1 day processing and 20 day 
line 21: Column (g), line 19 divided by Column (e), line 19 
line 22: Column (b), line 20 minus Column (b), line 21 
line 23: Column (e), line 19 
line 24: Column (b), line 22 multiplied by Column (b), line 23 

Column (c) 
line 1: KAS-1, Schedule 2, column c, line 8 
line 2: KAS-1, Schedule 2, column c, line 9 
line 3: KAS-1, Schedule 2, column c, line 10 
line 4: KAS-I , Schedule 2, column c, line 11 
line 5: KAS-I, Schedule 2, column c, line 12 
line 6: KAS-1, Schedule 2, column c, line 13 
line 7: KAS-1, Schedule 2, column c, line 14 

Pro Forma 
Expense 

(dl 

Expense Expense Expense 
Per Day ~ e a d  Days Dollar Days 

(el (9 (9) 

$ 58,498 41.2 $ 2,410,118 
9,983 19 189,677 
1,430 27.7 39,611 

NIA 
223 230.6 51,424 
NIA 

Column (c) (con't) 
line 9: KAS-1, Schedule 2, column c, line 16 
line 10: KAS-1, Schedule 2, column c, line 26 
line 11: KAS-1, Schedule 2, column c, line 19 
line 12: KAS-1, Schedule 2, column c, line 21 
line 13: KAS-I, Schedule 2, column c, line 22 
line 14: KAS-1, Schedule 2, column c, line 23 
line 15: KAS-I, Schedule 2, column c, line 24 
line 16: KAS-1, Schedule 2, column c, line 25 
line 17: Column d, line 17 less column b, line 17 

Column (d) 
line 17: KAS-1, Schedule 5, Column b, line 5 
line 18: KAS-1, Sch 1, col b, line 1 * BLC-1, Sch 1, col d, line 2 

cutoff Column (e) 
line 4: Separately included in rate base 
line 6: Separately included in rate base 

Column (9 
lines 1 , 3  -7: Docket NG94-012, Data Response 1-6 
line 2: Bi-weekly payroll and 9 day lag 
line 11: Staff workpaper 
line 12: Bi-weekly payroll and 9 day lag 
lines 13 and 14: Staff workpaper, quarterly payment 
line 15: Reflects June 1 payment date 
line 16: Staff workpaper 
lines 17 and 18: NG94-012 Data Response 1-6 



Montana-Dakota Utilities Co. 
South Dakota - Gas 

Tax Collections Available 
Test Year Ended 6-30-02 

Exhibit-(DAJ-I) 
Schedule 2 
Page 1 

South Dakota Pro Forma Collections Collection 
Line - Item Per Books Adjustments Collections Per Day Lead Days Available 

(a) (b) (c) (dl ( 4  (f) (9) 

1 Employee FICA $ 250,469 $ 4,486 $ 254,955.00 $ 698.51 
2 Federal Witholding 407,368 5,637 413,005.00 $ 1,131.52 
3 South Dakota Sales Tax 1,537,115 9,153.16 1,546,268.16 $ 4,236.35 
4 Total 

Sources: 
Column (b), line 1: Statement L, page 1 of 1, and Data Response 4-32 
Column (b), line 2: Data Request 4-33 allocated to Black Hills gas by 06/02 customer count 
Column (b), line 3: Data Request 3-46 and 411 5/03 email from R. Mulkern 
Column (c), line 1: KAS-1, Schedule 1, column 1, line 20 
Column (c), line 2: Column b, line 2 divided by KAS-1, Schedule 2, column b, line 9 times KAS-1, Schedule 2, column c, line 9 
Column (c), line 3: Sum of (KAS-1, Schedule 2, column c, line 5 and KAS-1, Schedule 2, column e, line 5) * 0.04 
Column (f), line I: Bi-weekly payroll plus 12 day lag 
Column (f), line 2: Bi-weekly linesl-3: Exhibit(RAA-I), Schedule 1, page 2 of 2 
Column (9, line 3:[(365/12)/2] + 30.4 - 36 (revenue lag) reflects SD sales tax remittance statute 



Montana-Dakota Utilities Co. 
South Dakota - Gas 

Working Capital and Customer Advances Rate Base Updates 
Test Year Ended 06-30-02 

(b) (c) 
Per Books Updated 

1 Materials and Supplies $247,865 $254,074 

2 Prepaid Insurance 51,443 47,947 

3 Unamortized FAS 106 174,494 165,241 

4 Customer Advances for Costruction 85,591 90,102 

Exhibit-(DAJ-I) 
Schedule 3 
Page 1 of 1 

( 4  
Increase / (Decrease) 

$6,209 

($3,496) 

($9,253) 

$4,511 

Sources: 
Column (b) 

line 1 : Statement F, Schedule F-I, page 2 of 5, average of per books end of month balances 
line 2: Statement F, Schedule F-I, page 3 of 5, average of per books end of month balances 
line 3: Statement F, Schedule F-I, page 4 of 5, average of per books end of month balances 
line 4: Statement F, Schedule F-I, page 5 of 5, average of per books end of month balances 

Column (c) 
lines 1, 2 and 4: Data Request 2-25, 13 month average of end of month balances ending 01/03 
line 3: Statement F, Schedule F-I, page 4 of 5, 13 month average of end of month balances ending 01/03 



Montana-Dakota Utilities Co. 
South Dakota - Gas 
lnsurance Expense 

Test Year Ending 6-30-02 

1 Test Year Insurance Expense $1 18,405 

2 Actual Insurance Expense Year Ended 2/28/03 152,316 

3 Increase in Insurance Expense $33,911 

Sources: 
line 1: Data Request 1-2, Attachment A, Statement H, page 32 
line 2: Data Request 3-45, Attachment A, page 1 of 1 

Exhibit-(DAJ-2) 
Schedule 1 
Page I 



Montana-Dakota Utilities Co. 
South Dakota - Gas 

Labor and Payroll Tax Expense 
Test Year Ended 6-30-02 

1 South Dakota Test Year Labor 

2 South Dakota Labor 6/01 - 4/02 (Union lncrease Effective 5/02) 

3 SD 6/01 - 4/02 Labor Expenses Subject To lncrease Per Union Contract 
4 Straight Time 
5 Premium Time 
6 Vacation 
7 Total 

8 South Dakota Union Employees I Total South Dakota Employees 

9 Labor Expense Subject To Union Contract lncrease 

10 SD 6/01 - 4/02 Union Labor Increased 3% 

11 lncrease To South Dakota Labor Expense 

Payroll Tax lncrease 
12 FlCA @ 9.02% 
13 FUTA@.13% 
14 SUTA@ .16% 

Sources: 
Column (b) 

line 1: Statement H, Schedule H-I, page 4 of 12 
line 2, 4, 5, & 6: Data Response 3-14 
line 8: Data Response 3-10, average June 2001 through June 2002 
line 12: FlCA tax rate 
line 13: FUTA tax rate 
line 14: SUTA tax rate 

Exhibit-(DAJ-2) 
Schedule 2 
Page 1 



MONTANA-DAKOTA UTILITIES CO. Exhibit(DAJ-2) 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION STAFF Schedule 3 

SECONDDATAREQUEST Page 1 of 2 
DATED MARCH 5,2003 
DOCKET NO. NG02-01 I 

Request No. 2-29 Labor 

Provide a detailed description of the budgeting process used to determine future 
labor expense including the basis for budgeted amounts, the number of persons 
involved in the budgeting pfocess, the positions of those involved in the process 
from initiation to final approval and the position of those giving final approval. 

Response: 

The administration of the annual responsibility budget process and systems resides with 
the Financial Reporting and Planning department under the direct supervision of the 
controller. - 

The operating and maintenance responsibility budget is prepared by individual 
responsibility center (i.e. department managers) on a monthly basis for one year and is 
developed by resource or cost code (i.e. expenses such as payroll, benefits, contract 
services, materials, company auto and work equipment usage, etc.). Each manager is 
responsible to determine the costs necessary to operate and manage their respective 
area of responsibility and systems to provide safe and reliable service to the customers 

. they serve. Managers have the responsibility to enter their budgets into the budgeting 
system. 

The responsibility budget request is distributed to Montana-Dakota department 
managers at the end of July each year for completion at the end of August. Payroll 
increases and other cost index guidelines, excluding employee benefits, are set forth in 
the request by the Financial Reporting and Planning Department as approved by Senior 
Management. 

Future labor expense increases that are included in the operating budget are approved 
by the Senior Management Policy Committee and reflect a combination of EEllAGA 
(industry), Towers Perrin (actuarial) and regional salary studies, as well as the effects of 
union contracts. Prior to contract negotiations, an extensive market research study on 
labor and benefits is conducted and most recently completed in 2002. Employee 
benefits are derived from projections obtained from actuarial estimate reports as well as 
projected health care cost increases. 

The responsibility budget resides on the general ledgerlfinancial accounting software 
systems. The budgets are then compiled.and consolidated and various budget 
analyses are prepared for senior management's review. Upon consolidation the O&M 
responsibility budget is reviewed and approved by each respective Vice President for 
the area under their supervision. After the Vice President review, the operating budget 
is revised for their changes and then submitted for approval to the President of 



MONTANA-DAKOTA UTILITIES CO.. 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION STAFF Exhibit-(DAJ-2) 

Schedule 3 
SECOND DATA REQUEST Page 2 of 2 

DATED MARCH 5,2003 
DOCKET NO. NG02-01 I 

Response No. 2-29 (cont.) 

Montana-Dakota Utilities Co. (Montana-Dakota). Upon that approval the budget is 
submitted for inclusion in the five-year financial forecast and approved by the CEO of 
Montana-Dakota and the Senior Management of MDU Resources Group, Inc. Once 
approved at that level the financial forecast is distributed to the Board of Directors for 
their approval at the February Board Meeting. 



Montana-Dakota Utilities Co. 
South Dakota Gas 
Benefits Expense 

Test Year Ended 6-30-02 

(a) (b) (c) 
Test Year Per Books Benefits Expense Update 

Item Benefits Expense Year Ended 3/31/03 

1 MedicallDental $378,120 $365,261 

2 Pension (273,717) (232,786) 

3 Post Retirement 218,015 249,086 

4 401-K 94,980 101,632 

5 Workers Compensation 20,100 38,706 

6 Total $437,498 $521,899 $84,401 

Sources: 
Column (b) 

lines 1-5: Statement H, Schedule H-1, page 5 of 12 

Exhibit-(DAJ-2) 
Schedule 4 
Page 1 

Column (c) 
lines 1-5: 4/21/03 email from T. Aberle 
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APRIL 2003 

Please state your name and business address for the record. 

Keith Senger, Public Utilities Commission, State Capitol Building, 500 East Capitol Ave., 

Pierre, South Dakota, 57501. 

By whom are you employed and in what position? 

I am a utility analyst for the South Dakota Public Utilities Commission (Commission). 

Please describe your education and work experience. 

I graduated from Northern State University in May of 1992, with a Bachelor's Degree in 

Business Administration with an emphasis in Accounting and minors in both Economics 

and Computer Management Information Systems. 

In June of 1992, 1 started my employment with the State of South Dakota as an auditor 

for the Department of Legislative Audit. In January of 1998, 1 accepted employment as 

the Audit and Compliance Manager for the South Dakota Department of Transportation. 

In January of 1999, 1 joined the Commission as a staff utility analyst. 

Do you have any professional designations or memberships? 

Yes, I do. I am a Certified Public Accountant (CPA) in accordance with the South 

Dakota Board of Accountancy, a member of the American Institute of Certified Public 

Accountants and a member of the South Dakota CPA society. 



1 Q. Have you previously filed testimony in other natural gas rate proceedings before 

2 the South Dakota Public Utilities Commission? 

Yes. I have filed testimony on behalf of Commission Staff relating to natural gas rate 

increases in Docket NG98-011, NG99-002, NG01-010 and various other proceedings 

before the Commission. 

Are you familiar with Montana-Dakota Utilities Co.'s (MDU or Company) 

application for an increase in natural gas rates in South Dakota, Docket NG02- 

01 I ?  

Yes. I have reviewed the Company's prefiled testimony, exhibits, working papers and 

responses to data requests as it pertains to the issues that I am addressing. 

What is your role in this docket? 

I will explain Staff's approach to measuring MDU's South Dakota gas revenue 

requirement. I have prepared exhibits that summarize Staff's case and I will also express 

opinions on the following specific revenue requirement issues: 

Rate Base: 

1. Historic Test Year amounts 

2. Plant Additions & Retirements 

3. Accumulated Deferred Investment Tax Credit 

Operating Income: 

1. Historic Test Year Amounts 

2. Depreciation Expense - Plant Additions and Retirements 

3. Ad Valorem Taxes 

4. Postage Expense 

5. Inflation Adjustment for Other O&M Expense 

6. Gain on the Sale of Office Building 

7. Interest Synchronization 

8. Gross Receipt Tax Adjustment 

What is MDU requesting in docket NGO2-OII? 



A. MDU is requesting a projected revenue requirement of approximately $39,508,000.' 

This includes a requested rate of return on common equity of 12.0%.~ More importantly, 

this represents a rate increase of approximately $2,174,000~ to its current South Dakota 

gas service rates that were established in Commission Docket NG94-012. MDU 

describes this as a 5.8% overall i n~rease .~  However, MDU includes purchased gas 

costs as a component of the calculated increase. Since purchased gas costs are 

recovered dollar for dollar through the Purchased Gas Adjustment (PGA) and is not a 

component of base rates, it is more appropriate to measure the general rate increase 

excluding the purchased gas costs. Accordingly, MDU is seeking a 21.2% increase in its 

existing base rate revenues. 

Q. Is MDU requesting the increase for its entire South Dakota gas system? 

A. No. MDU has two gas "systems" in South Dakota; the Black Hills gas system and the 

East River gas system. Each system is operated separately, has its own cost allocation, 

has its own individual and separate tariffs, etc. and thus, has individual and separate 

revenue requirements. MDU is only requesting a rate increase for the Black Hills gas 

system. Even though Staff and the Company often make reference to "South Dakota 

gas" we are referring to the Black Hills gas system. 

Q. What is MDU's approach to measuring MDUys revenue requirement in this case? 

A. According to Company Witness R. A. Mulkern, MDU's "revenue requirement is based on 

apvojected average 2003 test year." [Emphasis added] Generally speaking, MDU 

starts with a twelve-month historic test year ending 6130102. MDU then forecasts the 

cost of service to attain a 2002 projected test years6 and then again forecasts to 

ultimately arrive at a 2003 projected test year.7 MDU uses this 2003 projected test year 

to measure the cost of service. 

Q. What are MDUys forecasts and projections based on? 

- - - -  

I MDU Exhibit No . (RAM- I ) ,  page 3 of 3. 
2 Testimony of J. S. Gaske, page 35, lines 5 - 11 and Statement G, page 3 of 3. 
3 Testimony of Company President, C. W. Fox, page 6, lines 20 - 21, Testimony of R. A. Mulkern, 
page 10, lines 9 - 15, and MDU Exhibit No . (RAM- I ) ,  page 3 of 3. 
4 

5 
Statement 0, page 1 of 1 and Testimony of Company President, C. W. Fox, page 6, lines 1 - 9. 

6 
Testimony of R. A. Mulkern, page 3, lines 14 - 15. 

7 
Twelve-month period ending 12/31/02. 
Twelve-month period ending 12/31/03. 



According to MDU, the 2003 projected test year is based on projected customer 

increases, projected sales volumes, budgeted amounts, lo projected increases" and 

capital budget items. '* 

Are you indicating that all of MDU's adjustments are based on forecasts, 

projections and budgets? 

No. MDU proposes some adjustments based on sound "known and measurable" 

principles, but for the most part, they are based on projections, forecasts and budgets. 

Do you support MDU's use of a 2003 projected test year? 

No, I do not. 

Why not? 

The objective of a rate case is to establish a per unit charge to recover the cost of 

service that reflects the appropriate matching of costs and investments to the revenue 

generated from that per unit charge. A projected test year, as opposed to a historic test 

year adjusted for known and measurable changes, is the result of a series of 

assumptions and estimates. Such a process cannot be considered as reliable as 

historical data for evaluating this revenue and cost relationship. Furthermore, 

projections are speculative and cannot be verified for accuracy. Staff believes the 

possibility for incorrect projections are undesirable for ratemaking purposes. Therefore, 

Staff opposes the use of partially or fully forecasted or projected test years. 

Are you familiar with Administrative Rule of South Dakota (ARSD) 20:10:13:44? 

Yes. Administrative Rule of South Dakota (ARSD) 20:10:13:44 states: 

The statement of the cost of service shall contain an analysis of system costs as reflected on 

the filing utility's books for a test period consisting of 12 months of actual experience ending 

no earlier than 6 months before the date of filing of the data required by 55 20:10:13:40 and 

20: 10: 13:43 unless good cause for extension is shown. 

... 

8 Testimony of R. A. Mulkern, page 4, line 12. 
9 Testimony of R. A. Mulkern, page 5, line 7. 
lo Testimony of R. A. Mulkern, page 6, line 5. 
l 1  Testimony of R. A. Mulkern, page 6, line 5. 

Testimony of R. A. Mulkern, page 8, line 22 and page 9, line 2. 



Proposed adjustments to book costs shall be shown separately and shall be fully supported, 

including schedules showing their derivation, where appropriate. However, no adjustments 

shall be permitted unless they are based on changes in facilities, operations, or costs which 

are known with reasonable certainty and measurable with reasonable accuracy at the time 

of the filing and which will become effective within 24 months of the last month of the test 

period used for this section and unless expected changes in revenue are also shown for the 

same period. [Emphases added] 

Based on your education and experience, please describe what you believe is 

meant by the terms "known" and "measurable" as used in ARSD 20:10:13:44. 

In general, to qualify as known and measurable, a cost of service item must be known as 

to its nominal amounts or costs, and its effect on the test year must be measurable. An 

adjustment is "measurable" when its effect on test year investment, expense and 

revenue relationships can be reasonably calculated. 

Do you believe MDU's use of projections and forecasts meet the "known and 

measurable" criteria? 

No 

Please explain. 

Again, projections, forecasts, assumptions and estimates are all speculative. They are 

certainly not known. Additionally, many of the projections, forecasts, assumptions and 

estimates are made with little regard to the revenue/cost relationships; therefore, they 

are not measurable. 

What was Staffs approach to measuring MDU's revenue requirement in this case? 

As in previous rate cases, Staff is measuring MDU's South Dakota gas revenue 

requirement on a recent historical twelve-month period (test year) basis. Staffs analysis 

of the South Dakota gas operation reflects a number of adjustments to MDU's revenues, 

expenses, and investments for that test year. These adjustments are made with the 

objective of conforming the test year to emulate normal, ongoing conditions, and to 

reflect cost and operational changes which are known and reasonably measurable. 

Do you believe Staff's method is an appropriate method for measuring the cost of 

service? 



Yes, I do. Unquestionably, a historic test year is the actual measurement of the cost of 

service for that period. Additionally, a historic test year reflects a synchronized 

relationship among investments, costs and revenues. If one does a reasonably good job 

of adjusting the test year for known and measurable changes, one has updated the 

relationship that occurred during the test year to reflect current conditions. If one relies 

on the test year relationships which have been accurately adjusted, the results should 

produce fair and reasonable rates. 

Do you believe the use of a historic test year adjusted for known and measurable 

changes helps assure the company is operating efficiently? 

Absolutely. In a monopoly environment, the use of a historic test year is one of the few 

effective tools the Commission has for assuring efficiency within the monopoly. Wall 

Street demands that the company control costs and be efficient in order to increase the 

bottom-line. If the company fails to be efficient and control costs, the bottom line suffers 

and the stock price falls. The use of a historic test year preserves this Wall Street 

mandated efficiency and uses it in setting rates. On the contrary, a projected test year 

allows a company to name the cost of service it desires. 

Has the Commission ever accepted a projected test year in rate setting? 

To the best of my knowledge, Commission Staff has never recommended a revenue 

requirement, or accepted a company proposed revenue requirement that is based on a 

projected test year for an established company service territory. In fact, Staff has filed 

testimony in numerous cases to rebut and reject revenue requirements based on a 

projected test year. In these cases, Staff has offered a revenue requirement based on a 

historic test year adjusted for known and measurable changes. Additionally, the 

Commission, to the best of my knowledge, has never approved a projected test year in a 

rate case proceeding for an established company service territory. Furthermore, the 

Commission has issued a number of orders rejecting company proposed revenue 

requirements based on a projected test year. Therefore, Staff's revenue requirement, 

unlike MDU's, is in full compliance with past Commission practice. 

Have you prepared exhibits which summarize Staff's positions? 

Yes. Staff Exhibit-(KAS-I), Schedule 3 lists Staff's positions on the specific issues 

relating to MDU's South Dakota, Black Hills gas operating income while Staff 



Exhibit-(KAS-2), Schedule 2 lists Staff's positions on specific issues relating to MDU's 

South Dakota, Black Hills gas rate base. Staff Exhibit-(KAS-I), Schedule 2 and Staff 

Exhibit-(KAS-2), Schedule I summarize these positions, while Staff E x h i b i t ( K A S -  

I ) ,  Schedule I calculates Staff's position on MDU's total revenue deficiency and revenue 

requirement. 

Based on analysis performed, has Staff found MDU's request for approximately 

$2,174,000 of additional revenue to be justified? 

No. Staff's case indicates that the Company's request exceeds its requirement for 

additional revenue from South Dakota, Black Hills gas system customers. Specifically, 

Staff determined that a rate increase of $249,23613 allows the Company to recover its 

ongoing costs and allows for the opportunity to earn a reasonable and fair return on 

utility investment. Staff's recommendation includes an allowable rate of return on 

common equity of 9.7506'~ 

Why such a large difference between MDU's revenue deficiency and Staff's 

revenue deficiency? 

The differences are due to a whole host of reasons. However, generally speaking these 

differences can be grouped into three major categories: rate base differences, operating 

income differences and rate of return differences. 

Please explain the differences. 

First of all, MDU's case projects the June 30, 2002, average rate base to increase by 

almost 20% in 18 months. Staff's case, as adjusted for known and measurable 

changes, increases the June 30, 2002, rate base by only 9%. Additionally, MDU 

projects the twelve-month operating income ending June 30, 2002, to fall by 62% in 18 

months. While Staff's case, as adjusted for known and measurable changes, actually 

increases the twelve-month test year operating income by 16%. This increase is mostly 

attributed to MDU's excessive depreciation rates and failure to recognize consolidated 

tax savings.15 Finally, MDU is requesting a 12.0% return on common equity while 

proposing a 9.75% return on common equity. 

Staff is 

13 

14 
Staff Exhibit-(KAS-I), Schedule 1, column b, line 10. 

15 
Testimony of Basil L. Copeland Jr. and Staff Exhib i t (BLC-I ) ,  Schedule I, column c, line 3. 
Testimony of Robert G. Towers. 



Why the large difference? 

As I stated earlier MDU's case uses a projected test year while Staff's case uses a 

historic test year adjusted for known and measurable changes. The use of a projected 

test year allows the company to name the cost of service it desires. 

TEST YEAR AMOUNTS 

Did MDU file a historic test year with this case? 

Yes. As stated earlier, MDU starts with a twelve-month historic test year ending 6130102. 

MDU then forecasts the cost of service to attain a 2002 projected test year, and then 

again forecasts based on a projected 2002 test year to ultimately arrive at a 2003 

projected test year. This 2003 projected test year is used by MDU for measuring the 

cost of service. l6 

What did you use as a test year for Staff's case? 

I used a historic test year ending 6130102. This is sometimes referred to as "6130102 per 

books." I obtained the historic test year amounts from various Company statements, 

supporting schedules and Company responses to Staff data requests. Staff's historic 

test year amounts are found on Staff Exhibit-(KAS-I), Schedule 3, column b and Staff 

Exhibit-(KAS-2), Schedule 2, column b. 

Do your historic test year amounts agree with the Company historic test year 

amounts? 

All my historic test year amounts that pertain to the operating income statement agree 

with MDU's amounts. However, my historic test year amounts that pertain to rate base 

differ. 

Why do they differ? 

For the most part, the differences are due to the method used in calculating "average" 

rate base. MDU's average rate base amounts were derived from the beginning period 

16 Statement M, pages 3 and 4 of 5. 



(6130101) and the ending period (6130102) account balances. My average rate base 

amounts were the result of a twelve-month midmonth average using the beginning and 

ending account balances for all twelve months. This is often referred to as (or a form of) 

a thirteen-month average. 

Q. Please explain a thirteen-month average. 

A. A thirteen-month average, in its simplest form, is derived from averaging the ending 

balances from thirteen consecutive months. A thirteen-month average captures the 

entire year's activity. In Staff's case, we used a test year starting July I ,  2001, and 

ending June 30, 2002. A thirteen-month average balance for that test year uses the 

ending balances of 6/30101, 6130102 and every month in-between. Since the 6/30/01 

ending balance is also the 7/01/01 beginning balance, Staff has captured the entire 

year's activity. 

Q. Please explain the twelve-month midmonth average that you used. 

A. As stated earlier, the twelve-month midmonth average I used is a form of a thirteen- 

month average in that, it too, is derived from taking the ending balance from thirteen 

months. It is calculated by averaging each month's beginning and ending balances to 

obtain a midmonth average and then averaging the individual twelve-month averages to 

obtain the twelve-month midmonth average. 

Q. Why did you use a twelve-month midmonth average instead of the simplified 

thirteen-month average described earlier? 

A. I used the twelve-month midmonth average because MDU provided the midmonth 

averages for plant in service." However, MDU did not use these midmonth averages 

for rate base nor did they provide the midmonth average for the remaining rate base 

items. As stated earlier, MDU used an average derived from the beginning period 

(6130101) and ending period (6/30/02) balances. 

Q. Why did you use this twelve-month midmonth average instead of MDU's average? 

l7 Statement D, Schedule D-3. 



Historically the Commission has used thirteen-month averages, or various forms like a 

twelve-month midmonth average, for rate base items because it better reflects the 

matching of costs, investments and revenues that I spoke of earlier. 

Please explain. 

Under MDU's method, a plant item placed in service during the last month of a test year 

is inappropriately weighted as if it has been in service for six months. Since revenue is 

recorded as an accumulation of a year's activity, the books and records for that year 

would only reflect one month's worth of revenue generated from that plant, thus creating 

a mismatch. A thirteen-month average would weight that plant appropriately to better 

reflect the matching principal. 

Were you able to use a twelve-month midmonth average for all rate base items? 

No. I was unable to use a twelve-month midmonth average for accumulated 

depreciation. 

Why not? 

MDU did not provide the information necessary to make the calculation. On April 7 ,  

2003, Staff submitted a request for the test year midmonth accumulated depreciation 

averages." The Company's response to this request was due April 14, 2002. 

Discussions with a Company representative on 4/18/03 revealed that MDU, because of 

staffing issues, was unable to provide that information to Staff before it's testimony was 

due on April 23, 2003." 

What did you do? 

I used MDU's average accumulated depreciation. 

What effect would this have on rate base and the revenue requirement? 

Without the thirteen-month averages I am unable to determine the amount of any 

effects. However, given some of the circumstances in this case, I believe, that using the 

thirteen-month average plant and MDU's average accumulated depreciation would 

cause a decrease in rate base; thus a decrease in the revenue requirement. 

- - 
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Staff request DR4-13. 
April 18, 2003, telephone discussion with Tamie Aberle. 



Please explain. 

Staff's thirteen-month average gas plant in service balance was approximately 

$1,000,000 less than MDU's calculated average:' indicating there was a large plant 

increase at the end of the test year. Barring any large retirement of fully, or almost fully, 

depreciated plant at the beginning of the year, MDU's calculated average accumulated 

depreciation balance should also be higher than Staff's thirteen-month average. Since 

accumulated depreciation is a reduction in plant to achieve net plant in service, the use 

of Staff's lower plant in service amount and MDU's higher accumulated depreciation 

amount would result in a lower net plant in service; thus reducing rate base and the 

revenue requirement. 

Are you saying MDU's failure to provide the information necessary for Staff to 

make its adjustment, could actually lower Staff's revenue requirement? 

Yes. Barring any large retirements of fully, or almost fully, depreciated plant at the 

beginning of the year or other activities that would have a counter effect, I believe it has 

lowered Staff's revenue requirement. However, I do not believe it is appropriate to 

handle it this way because we are mismatching plant in service and accumulated 

depreciation. If MDU offered a twelve-month midmonth average for accumulated 

depreciation, I would accept the adjustment no matter what the effect on the revenue 

requirement. 

Were you able to obtain Black Hills gas amounts for all rate base items? 

No. MDU indicated that they were unable to obtain Black Hills gas utility amounts for 

customer deposits and the accumulated provision for injuries and darn age^.^' 

What did you do? 

The Company was able to provide South Dakota gas and electric utility amounts for 

customer deposits and total company gas and electric amounts for accumulated 

provision for injuries and damages. I allocated these amounts to Black Hills gas utility 

20 Compare Staff Exhib i t (KAS-2)  Schedule 2, column b, line 5 ($37,919,229) to Statement M, page 2 
of 5, South Dakota - Gas Plant in Service ($38,932,377). 
21 Company response to DR4-I9 and 4-22. 



based on company revenue. A summary can be found on Staff Exhibit-(KAS-2) 

Schedule 3 

PLANT ADJUSTMENT 

Is MDU proposing adjustments to plant? 

Yes. MDU proposes adjustments to plant in service for budgeted and projected plant 

additions and retirements through 12131103.22 Additionally, MDU is proposing to adjust 

the corresponding accumulated depreciation and depreciation expense for those 

projected plant additions and  retirement^.^^ 

Do you agree with MDU's method of adjusting plant? 

No. MDU's plant adjustments are based on budgeted andlor projected projects. Thus, 

the plant adjustments do not conform to the known and measurable criteria. 

Are you proposing a known and measurable plant adjustments to the historic test 

year? 

Yes. Originally I was going to propose known and measurable adjustments to annualize 

the major non-revenue producing plant additions and retirements that were placed in 

service and were used and useful or retired during the test year ending 6130102. l was 

also going to propose to annualize the major non-revenue producing plant additions or 

retirements that were placed in service and were used and useful or retired post test 

year (from the end of the test year to current). 

Please explain what you mean by "non-revenue producing plant." 

A plant item that is designed to serve new loads, provide additional service to existing 

loads, lower the cost by enhancing productivity or decrease operational expense through 

reducing maintenance or upkeep is revenue producing. Additionally, a plant item may 

be deemed to be revenue producing if it increases cash inflow or decreases cash 

outflow other than the cash outflow for the cost of plant item. Non-revenue producing 

plant does not produce any new revenue, cost savings or changes in cash flow. 

22 

23 
Statement D. 
Statements E and J. 



Why adjust only non-revenue producing plant additions and retirements? 

Non-revenue producing plant additions and retirements are the only investments where 

the effect on the cost, investments and revenue relationships can be measured with 

reasonable certainty, thus fulfilling the requirements of the "matching principle." 

Why annualize only the test year and completed post test year plant additions and 

retirements? 

They are the only plant adjustments that are known and measurable. 

Did you complete the proposed adjustments? 

No. I was unable to perform these adjustments because MDU did not provide the 

requested in f~ r rna t ion~~ due to staffing issues.25 

What is the effect of not performing these adjustments? 

Annualizing plant additions increases rate base and depreciation expense which would 

increase the revenue requirement. Therefore, by not completing these adjustments, rate 

base and depreciation expense are not increased, thus there is no increase to the 

revenue requirement. Annualizing plant retirements would have the opposite effect, but 

to a lesser degree, because most plant that is retired is fully, or almost fully, depreciated, 

thus minimizing the effect. 

Are you saying MDU's failure to provide the information necessary for you to 

make your adjustment could actually lower Staff's revenue requirement? 

Yes. I believe the overall effect of not performing this adjustment results in a decrease 

in Staff's revenue requirement. 

Were you able to annualize any plant additions? 

Yes. Based on the information that was provided, and by making a number of 

assumptions, I was able to calculate a rough adjustment to annualize the new Rapid City 

office building. This adjustment is summarized on Staff Exh ib i t (KAS-2) ,  Schedule 5. 

24 Staff request DR4-28, 29, 30 and 31. 
25 April 18, 2003, telephone discussion with Tamie Aberle. 
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Q Please explain your adjustment and assumptions. 

A. First I noted a large increase in the general plant Land (acct 389) and Structures (acct 

390) accounts in the month of  arch.^" assumed these increases to be the addition of 

the new Rapid City office building and the cost of the cleanup remediation of the related 

land.27 Second I noted the Completed Construction not Classified had a large increase 

in January and a large decrease in   arch.^' I assumed this too was the new Rapid City 

office building and related land. Third I noted that the old Rapid City office building 

(Kansas Street office building) was retired (sold) in March of 2002 .~~  To determine the 

amount for my adjustment, I annualized the 6130102 land and structure account 

balances, including the calculated accumulated depreciation and depreciation expense. 

I then subtracted the per books plant balance, including the related accumulated 

depreciation and depreciation expense, and what I believe to be the associated amounts 

included in Completed Construction not Classified. Since I am annualizing the year end 

balance, the adjustment should capture both the new office building addition and the old 

office building retirement. 

Q. Do you have any concerns regarding your adjustment? 

A. Yes. First of all, I believe annualizing non-revenue producing plant is an appropriate 

known and measurable adjustment, however, it should be performed with information 

that is more accurate than what MDU has made available to Staff. The adjustment is 

made based on some assumptions and incomplete information which could lead to 

inaccuracies. 

Q. Why did you make such an adjustment if you have reservations about its 

accuracy? 

A. Again, I believe annualizing the addition of the new building and the retirement of the old 

building is an appropriate known and measurable adjustment. Thus such an adjustment 

needs to be made. I would ask that MDU provide the requested information and provide 

a more accurate adjustment with supporting documentation. I would accept a revised 

adjustment by MDU as long as I )  the plant additions being annualized are non-revenue 

26 Statement D, Schedule D, page 1 of 2, General Plant, account 389 - Land and account 290 - 
Structures and Improvements. 
27 Company response to DR3-50 and 3-51. 
28 Company response to DR4-15. 
29 Statement D, Schedule D-2, page 1 of 6. 



producing, 2) the adjustment is netted for any associated balances in the "completed 

construction not classified" account, and 3) the adjustment is for plant appropriately 

allocated to the Black Hills gas utility operations. 

Q. Do you have any other concerns about plant additions and retirements? 

A. Yes, I have two. First, the Company has capitalized the redemption gas plant costs at 

the Steele Avenue property in a land account. I'm not sure this is the appropriate 

accounting for such a transaction. Second, I was unable to find where the Company has 

retired the old buildings that were demolished on the Steel Avenue property. I would ask 

the Company to address both of these issues. 

AD VALOREM TAXES 

Q. Did the Company propose an adjustment to Ad Valorem Taxes? 

A. Yes. The Company is projecting Ad Valorem Taxes based on the 2003 projected plant 

balances discussed above. More specifically, MDU calculated the effective Ad Valorem 

tax rate by function based on 12/31/01 average plant balances and the actual Ad 

Valorem taxes paid during 2001 .30 MDU then multiples the 2003 projected plant 

balances by this functional specific effective tax rate to obtain the 2003 projected Ad 

Valorem tax.31 

Q. Do you agree with this adjustment? 

A. No. Again, the whole adjustment is based on the 2003 projected plant balances and are 

not known and measurable. 

Q. Do you propose a known and measurable adjustment to Ad Valorem Taxes? 

A. Yes. I propose a known and measurable adjustment using Staff's annualized additions 

and retirements to plant multiplied by a calculated effective Ad Valorem tax rate. 

However, because MDU did not provide the information for Staff's plant adjustment, an 

Ad Valorem adjustment could only be completed only for the plant additions noted 

above. This adjustment is summarized on Staff Exh ib i t (KAS-2) ,  Schedule 5. 

30 Statement L, Schedule L-1, page 2 of 3. 
31 Statement L, Schedule L-I, page 1 of 3. 

15 



1 

2 Q. What is  the effect o f  not being able to complete this adjustment? 

An Ad Valorem adjustment would increase Ad Valorem tax expense for the net increase 

of the plant adjustments. I believe the net effect of Staff's originally proposed known and 

measurable plant adjustment would have resulted in an overall increase in plant. 

Accordingly, I believe Staff's increase in Ad Valorem tax would have been higher, 

causing a further increase in Staff's revenue requirement had MDU provided the plant 

information. Again, I would not oppose such an amendment to this adjustment if MDU 

provides the plant information required, as long as the effective tax rate used is a South 

Dakota effective Ad Valorem tax rate, not a composite effective rate of other states. 

ACCUMULATED DEFERRED INVESTMENT TAX CREDIT 

What i s  accumulated deferred investment tax credit (ADITC)? 

According to the FERC Uniform System of Accounts, the account entitled "accumulated 

deferred investment tax credits" includes all investment tax credits deferred by the 

company which follow "deferral accounting" rather than recognizing the benefits of the 

tax credits in the income statement.32 ADITC would be a deduction to rate base. 

How is MDU accounting for the ADITC? 

It is my understanding that MDU is amortizing the ADITC over 20 years.33 

Are you proposing an adjustment to  ADITC? 

Yes. During Staff's review of MDU's case, it was noted that MDU was amortizing the 

ADITC over a period shorter than the average service lives of the plant associated with 

the investment tax Staff's adjustment, as found on Staff Exhibit - (KAS-2), 

Schedule 4, restates the ADITC balance as if MDU has been amortizing the ADITC over 

the average service lives of the plant, which MDU indicates to be 26.4 years instead of 

20 years. This adjustment conforms with Staff's previous treatment of MDU's ADITC. 

32 18 CFR part 201.255. 
33 

34 
Company response to DRI-20 and DR3-1. 
Company response to DRI-20 and DR3-I. 
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Q. Why is this adjustment necessary? 

A. MDU has been allowed certain tax credits. The only benefit the ratepayers receive from 

these tax credits is a deduction to rate base. Shortening the length of the amortization 

period would decrease the benefit the ratepayers receive from the investment tax credit. 

Furthermore, the rapid amortization does not match cost with the benefits. It would be 

improper to depreciate the cost of a plant item over a shorter period of time than its 

estimated useful life; likewise the benefit should also reflect the plant item's useful life. 

POSTAGE EXPENSE 

Q. Did you review MDU's postage expense increase? 

A. Yes. 

Q. Please explain this increase? 

A. MDU's postage increase projects a 7.5% increase in MDU's twelve-month ending 

6130102 postage expense.35 At first glance this appears to be a modest and 

conservative increase. According to United States Postal Service (USPS) information 

provided by MDU, "First-Class Mail rates would increase an average of 8.2%. The 

single-piece I-ounce First-class Mail rate would increase from $0.34 to $0.37 ..." 3" 

Since the single-piece I-ounce First-class Mail rate increased over 8.8%, it can be 

assumed that other mail rates, including presorted first class mail which MDU uses for its 

monthly bills, the bulk of its mailings, increased something less than 8.2% in order for 

the average rate increase to be 8.2%; thus, justifying the 7.5% increase. However, 

information downloaded from the USPS website indicates that the 6130102 USPS 

average rate increase for First-class Mail was 7.9% 37 not 8.2%. Additionally, the 

Company support that was provided suggests that the 7.5% increase was also based on 

projected increases in mail volume based on projected customer increases (increased 

bills) and an increase in disconnect noticesP8 

Q. What are you proposing in regard to the postage increase? 

35 Statement H, Schedule H-1, page 7 of 9. 
36 Company response to DRI-2, support for Statement H, page 46, USPS information publication. 
37 KAS-1, Schedule 4, page 2 of 4, USPS information publication. 
38 Company response to DRI-2, support for Statement H, page 43. 
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A. I am proposing a known and measurable adjustment that increases postage expense by 

the rate increase. This adjustment eliminates the projected increases in mail volume 

and increases in disconnect notices and uses the 7.9% average First-class Mail rate 

increase versus the 8.2%. My adjustment is summarized on Staff Exhibit-(KAS-I), 

Schedule 4. 

INFLATION ADJUSTMENT FOR OTHER O&M EXPENSE 

Q. Has MDU proposed an inflation adjustment? 

A. Yes. 

Q. Have you reviewed MDU's Adjustment? 

A. Yes I have. 

Q. Please explain MDU's adjustment. 

A. MDU's inflation adjustment increases Other Operating & Maintenance (O&M) expenses 

"not specifically identifiable or ca l c~ la ted "~~  by a three-year average inflation rate using 

the Consumer Price Index for All Urban Consumers - (CPI-U), U.S. City Average, All 

Items (1982-84=100).~~ More specifically, MDU increases 6130102 Other 0&M expense 

by 2.68% to arrive at 2002 projected levels. The 2002 projected levels are then again 

increased by 2.68% to arrive at 2003 projected levels. The 2.68% increase used is a 

three-year average increase of the period starting July 1999 and ending June 2002P1 

Q. Do you agree with MDU's infiation adjustment? 

A. I do not oppose an inflation adjustment because of a South Dakota Supreme Court 

decision in Otter Tail Power Company Docket F-3052 appeal.42 This decision directed 

the Commission to accept such an adjustment. However, I do not agree with MDU's 

method for the adjustment because its adjustment projects future inflation to be that of 

the historic three-year average inflation rate. 

39 Testimony of R. A. Mulkern, page 7 lines 9 - 10. 
40 Company response to DRI-2, support documentation for statement H, pages 57 - 58. 
41 Statement H, Schedule H-I, page I 1  of 12 and Company response to DRI-2, support documentation 
for statement H, page 56. 
42 South Dakota Public Utilities Commission v. Otter Tail Power Company, 291 N.W.2d 291 (S.D. 1980). 



Do you believe the MDU adjustment meets the known and measurable criteria? 

No. Future inflationary rates are definitely not known and certainly not measurable. 

What are you proposing for an inflation adjustment? 

I am proposing an adjustment that applies one-half the actual inflation rate experienced 

during the historic test year to the 6130102 Other O&M expenses not otherwise adjusted. 

This procedure annualizes the historic test year Other O&M to the test year-end levels. I 

believe this adjustment alone satisfies the Supreme Court ruling. However, I am also 

proposing to further adjust this annualized amount by the most recent available post test 

year inflation rate. These adjustments are summarized on Staff Exhib i t (KAS-I ) ,  

Schedule 6. 

GAIN ON THE SALE OF OFFICE BUILDING 

Did MDU record a gain on  the sale of the old Rapid City office building located on 

Kansas City Street? 

Yes. The Company has recorded a gain of $260,280 in account 421 .I (Gain on the 

Disposition of Property) from the sale of that propertyP3 

What rate making treatment do you propose for this gain? 

This office building has previously been a rate base item supported by ratepayers. 

Therefore, I suggest the gain be treated as a reduction in the cost of service amortized 

over five years. My adjustment is summarized on Staff Exhibit-(MAS-I), Schedule 8 

INTEREST SYNCHRONIZATION 

Is MDU proposing an adjustment for Interest Synchronization? 

Yes. However, once again MDU is basing the adjustment on a projected rate basef4 

43 Company response to DR3-53. 
44 Statement K, page 6 of 12. 



What are your proposing? 

1 am proposing an interest synchronization adjustment based on the historic test year 

rate base as adjusted by Staff for known and measurable changes. 

Please explain why such an adjustment is necessary. 

This adjustment is necessary to synchronize the tax deduction for interest on debt with 

the adjusted rate base and weighted cost of long-term debt. Staff's Interest 

Synchronization adjustment can be found on Staff Exh ib i t (KAS- I ) ,  Schedule 5. 

GROSS RECEIPTS TAX 

Is MDU proposing any adjustments to the South Dakota Gross Receipts Tax (GRT) 

for its adjustments to revenues? 

MDU adjusted GRT for the revenue deficiencyP5 However, I see no other GRT 

adjustments. 

Have you prepared any GRT adjustments? 

Yes. Staff Exhibit ( K A S - I ) ,  Schedule 3, line 23 calculates the GRT tax effect of all of 

Staff proforma adjustments. Staff Exhibit ( K A S - I ) ,  Schedule 1, line 8 calculates the 

GRT effect of the Staff calculated Revenue Deficiency (Excess). Staff Exhibit ( K A S -  

I ) ,  Schedule 7 adjusts the test year GRT expense to match MDU's reported test year 

revenues. 

Does this conclude your testimony? 

Yes. 

45 Statement M, page 5 of 5 (Taxes Other Than Income). 



Exhibit-(KAS-I) 
Schedule 1 
Page I of I 

Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Revenue Requirement 
Adjusted Test Year Ended June 30,2002 

Line - 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Description 

(a) 

Average Rate Base 

Adjusted Test Year Operating Income 

Overall Rate of Return 

Staff Recommended Rate of Return 

Required Operating Income 

Income Deficiency (Excess) 

Gross Revenue Conversion Factor 

Revenue Deficiency (Excess) 

Gross Receipts Tax (at 0.0015) 

Total Revenue Deficiency (Excess) 

Adjusted Test Year Revenue 

Revenue Requirement 

SOURCES: 

Staff Proposed MDU Proposed 
South Dakota South Dakota - Gas 

Adjusted Projected 2003 
Test Year Gas Test Year 

(b) (c) 

Column b, line 1: KAS-2, schedule 1, page 1, column d, line 31 
Column b, line 2: KAS-I, schedule 2, page 1, column d, line 31 
Column b, line 3: Line 2 divided by line 1 
Column b, line 4: BLC-1, Schedule 1, column d, line 4 
Column b, line 5: Line I * line 4 
Column b, line 6: Line 5 less line 2 
Column b, line 7: 35/65 + 1 
Column b, line 8: Line 6 * line 7 
Column b, line 9: Line 8 * 0.0015 
Column b, line 10: Line 8 plus line 9 
Column b, line I I : KAS-I , schedule 2, page 1, column d, line 5 
Column b, line 12: Line 11 plus line 10 

Difference 

Column c, lines 1 - 12: Statement M, page 5 of 5 

Column d: Column b less column c 



Exhibit-(KAS-I) 
Schedule 2 
Page 1 of 1 

Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Operating Income Statement With Pro Forma Adjustments Revenue Adjustment 
Adjusted Test Year Ended June 30.2002 

Adjusted 
Total Test Year 

South Dakota Staff Adjusted Revenue with Revenue 
Per Books Adjustments Test Year Adjustment Adjustment 

(b) (c) (dl (el (f) 

Line 
No. - 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 

17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

31 

32 

33 

34 

Description 

(a) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transpiration (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 728, 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes 
Deferred Income Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

Rate Base 

Rate of Return 

Staff Proposed Rate of Return 

SOURCES: 
Line 5: Sum of lines 2 through 4 I Column c: KAS-1 , schedule 3, column x 
Line 15: Sum of lines 8 through 14 
Line 29: Sum of lines 19 through 28 
Line 30: Sum of lines 15, 16, 17, and 29 
Line 31: Line 5 less line 30 
Line 33: Line 31 1 line 32 
Line 34: BLCI ,  Schedule 1, column d, line 4 
Column b: KAS-I, schedule 3, column b 
Column b, line 32: KAS-2, Schedule 1, column b, line 32 

Column d: Column b plus column c 
Column d, line 31: KAS-2, Schedule 1, column d, line 32 
Column e, line 2: KAS-1, schedule 1, page 1, column b, line 10 
Column e, line 23: KAS-1, schedule 1, page 1, column b, line 9 
Column e, line 24: KAS-1, sch I, p I ,  col b, line 8 less 

KAS-1,sch1,pl,col b,l ine6 
Column f: Column d plus column e 
Column f, line 31: KAS-2, Schedule 1, column d, line 32 

NG02-011-KAS.xls:KAS-1 Sch 2 



Exhibit-(KAS-I) 
Schedule 3 
Page 1 of 4 

Line 
No. - 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 

17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

31 

Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Operating Income Statement With Pro Forma Adjustments 
Adjusted Test Year ~ n d e d  June 30, 2002 

Description 

(a) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes (35%) 
Deferred Income Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

Source 

State Witness Testimony 

Ad Valorem 
South Dakota Postage Interest Inflation Plant Tax Weather Labor & 

Per Books Expense Synch. Adjustment Adjustments Adjustment Normalization Payroll Tax Benefits 

(b) (c) (dl (e) (0 (9) (h) (i) (i) 

10,531 
1,158,829 (2,716) 20.579 (19,412) (1 8,246) 9,604 (7,163) (14,397) (29,540) 

30,381,137 5,045 20,579 36,051 33,885 9,604 (7,163) 35,339 54,861 

$ 1,113,568 $ (5,045) $ (20,579) $ (36,051) $ (33,885) $ (9,604) $ (13,244) $ (35,339) $ (54,861) 

KAS-1, Sch 4 KAS-1, Sch 5 KAS-I, Sch 6 KAS-2, Sch 5 KAS-2, Sch 5 MCB-1, Sch 1 DAJ-2, Sch 2 DAJ-2, Sch 4 

Senger Senger Senger Senger Senger Senger Senger Jacobson Jacobson 

NG02-011-KAS.xls:KAS-I Sch 3 



Exhibit-(KAS-I) 
Schedule 3 
Page 2 of 4 

Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Operating lncome Statement With Pro Forma Adjustments 
Adjusted Test Year Ended June 30,2002 

Institutional1 
Industry Promotional1 

Association Goodwill Economic Rate Case Depreciation Gross Rcpt 
Dues Advertising Development Expense Adjustment Tax 

(n) (0) (P) (4) ( r) (s) 

Federal 
Bonus1 Income Tax 

Description Insurance SlSP Adjustment 

(a) (k) (1) (m) 

Line 
No. - 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 

17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

3 1 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 
Natural Gas (accts 804, 805, 808) 
Labor 
Benefits Expense 
lnsurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal lncome Taxes (35%) 
Deferred lncome Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 22,042 (218,593) (21,744) (25,478) (1,254) 7,517 (117,116) (9,673) 

$ 21,744 $ 25,478 $ 1,254 $ (7,517) $ 117,116 $ 9,673 

MMF-1, Sch 1 MMF-1, Sch 2 MMF-1, Sch 3 MMF-I, Sch 4 RGT-1 KAS-1, Sch 7 

OPERATING INCOME $ (22,042) $ - $ 218,593 

Source DAJ-2, Sch 1 NO ADJ RGT-2 

State Witness Testimony Jacobson Jacobson Towers Farris Farris Farris Farris Towers Senger 



Exhibit-(KAS-I) 
Schedule 3 
Page 3 of 4 

Line 

Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Operating lncorne Statement With Pro Forma Adjustments 
Adjusted Test Year Ended June 30,2002 

Gain on 
Sale of 

Total 
Staff Adiusted 

No. Description Off. Building Adjustments Test Year 

(a) (0 (u) ('4 (w) (XI (Y) 

1 OPERATING REVENUES: 
2 Sales (480-485) (including unbilled) 
3 Transportation (489) (including unbilled) 
4 Other Revenues (488,493,495) 

5 TOTAL OPERATING REVENUES (20,407) 31,474,298 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 804, 805, 808) 21,351,949 
Labor 49,736 3,643,741 
Benefits Expense 84,401 521,899 
Insurance Expense 33,91 1 152,316 
Uncollectible Account Expense 81,448 
Regulatory Commission Expense 11,565 11,624 
Other Operation and Maintenance (1 1,355) 2,019,969 

Total Operation and Maintenance 168,258 27,782,946 

16 Depreciation and Amortization (1 28,047) 1,479,573 

17 Gain on Sale (45,055) (45,055) (45,055) 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal lncorne Taxes (35%) 
Deferred lncorne Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

30 TOTAL OPERATING EXPENSES (29,286) (205,384) 30,175,753 

31 OPERATING INCOME 

Source KAS-1, Sch 8 

State Witness Testimony Senger 

NG02-011-KAS.xls:KAS-1 Sch 3 
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Montana Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Operating Income Statement With Pro Forma Adjustments 
Adjusted Test Year Ended June 30.2002 

SOURCES: 
Sum of lines 2 through 4 Column i, line 9: DAJ-2, Schedule 2, column b, line 11 Line 5: 

Line 15: 
Line 21: 
Line 22: 
Line 23: 
Line 24 (excl col s): 
Line 25 (exc col. d): 
Line 29: 
Line 30: 
Line 31: 

Sum of lines 8 - 14 
Line 9 * 0.0902 
Line 9 ' 0.0013 
Line 9 * 0.0016 
Line 5 0.0015 
(line 5 less sum of (lines 15, 16, 17, 19, 21 through 24, 28))'.35 
Sum of lines 19 through 28 
Sum of lines 15, 16, 17 and 29 
Line 5 less line 30 

Column j, line 10: 

Column k, line 11: 

Column I: 

Column m, line 25: 

Column n, line 14: 

Column o, line 14: 

Column p, line 14: 

Column q, line 13: 

Column r, line 16: 

Column s, line 24: 

Column t, line 14: 

Column u 

Column v 

Column w 

Column x: 

Column y: 

DAJ-2, Schedule 4, column d, line 4 

DAJ-2, Schedule 1, line 3. 

BonuslSlSP - Testimony of D. A. Jacobson 

RGT-2 

MMF-1, Schedule 1, page 1, column c, line 32 

MMF-1, Schedule 2, page 1, column d, line 5 

MMF-1, Schedule 3. page 1, column c. line 3 

MMF-1, Schedule 4, page 1, column c, line 12 

RGT-1 

KAS-1, Schedule 7, page 1. column c, llne 19 

KAS-1, Schedule 8, page 1, column b, line 4 

Column b, line 2: Sum of: Statement I, page 5 of 6, Residential Sales - $16,986,636, 
Firm Gen Sales - $12,000,208, Air Force Sales - $1,346,471, 
Small lnterruptible Sales - $170,207, Large lnterruptible Sales - 
$215,412, and Statement I, page 1 of 6, Unbilled Rev (sales) - 
$174,682 
Sum of: Statement I, page 5 of 6, Small lnterruptible Transport- 
$255,763, Large Interruptible Transport - $204.986, and 
Statement I, page 1 of 6, Unbilled Rev (Transport) ($7,084) 
Statement I, page 2 of 6 

Column b, line 3: 

Column b, llne 4: 

Column b, iine 8: 
Column b, line 9: 
Column b, line 10: 
Column b, line 11: 
Column b, line 12: 
Column b, line 13: 
Column b. line 14: 

Statement H, page 2 of 3 and Schedule H-1, page 12 of 12 
Statement H. Schedule H-I, page 4 of 12 
Statement H. Schedule H-1, page 5 of 12 
Statement H, Schedule H-1, page 6 of 12 
Statement H, page 2 of 3, account 904 
Statement H, Schedule H-1, page 10 of 12 
Sum of: Statement H, Schedule H-1, Page 7 of 12, Postage - 
$126,807, Page 8 of 12. Industry dues - $42.391, Page 9 of 12. 
Advertising - $54,970, Page 11 of 12, Other O&M - $1,888,604 

Sum of columns c through w 

Column b plus column x 
Column b, line 16: Statement J, page 1 of 3 

Column b, line 19: Statement L, page 1 of 1 

Column b, line 21: 
Column b, line 22: 
Column b, line 23: 

Statement L, page 1 of 1 
Statement L, page 1 of 1 
Statement L, page 1 of 1 

Column b, line 24: 
Column b, line 25: 
Column b, line 26: 
Column b, iine 27: 
Column b, line 28: 

Statement L, page 1 of 1 
Statement K, page 4 of 12 
Statement K, page 9 of 12 

Statement L, page 1 of 1, Sum of: Delaware Franchise - $10,353, 
Highway Use Tax - $72, Secretary of State - $106 

Column c, line 14: KAS-1. Schedule 4, page 1 of 1. column e, line 21 

Column d. line 25: KAS-1, Schedule 5, column b, line 8 

Column e, line 14: KAS-I, Schedule 6 ,  column d, line 9 

Column f, line 16: KAS-2, Schedule 5, column c, line 8 

Column g, line 19: KAS-2, Schedule 5, column b, line 9 

Column h, line 2: MCB-1, Schedule 1, page 1, column b, line 15 

NGOZ-011JCAS.xls:KAS-1 Sch 3, sources 



Exhibit-(KAS-1) 
Schedule 4 
Page 1 of 4 

Montana-Dakota Utilities Co. 
Docket NG02-011 
Postage Expense Adjustment 
Adjusted Test Year Ended June 30.2002 

COMPANY ADJUSTMENT 
2002 

STAFF ADJUSTMENT 
Staff 

Line Description - Budget 
(a) (b) (c) 

Amount 
(dl (e) 

684.190.00 

SOURCES: 
Column b, lines 2 - 5: Company response to DR1-2, Support for Statement H, page 43 
Column b, lines 10 - 15: 

. . 
1 Computer Mail 694,386.00 Company response to DR1-2, Support for Statement H, page 42 

Statement H. Schedule H-1, page 7 of 12 Column b, lines 17 - 21: 
2 Computer mail cost for 2000 115,923.00 
3 Est. Disconnect Notices for2002 5,152.00 
4 Subtotal 121,075.00 

Column c, lines 1. 6 - 9: 
Column c, iines 10 - 16: 
Column c, lines 17 - 21: 
Column c, line 22: 

Company response to DR1-2, Support for Statement H, page 43 
Company response to DR1-2, Support for Statement H, page 42 
Column b 'column c, line 16 (7.5%) 
Sum of column b line 21 and coiumn cline 21 

5 Avg. Postage Increase (8.2% - 7.9%) 9,926.15 
6 Total Corporate Mail 131,003.15 

7 Business Reply 
8 PostageDue 
9 Total 

Column d, line 2: 
Column d, line 4: 
Column d, line 5: 
Column d, lines 10 - 11: 
Column d, line 12: 
Column d, line 13: 
Column d, line 14: 
Column d, line 15: 

Coiumn b, line 2 - accepted Company amount 
Sum of coiumn d, lines 2 - 3 
Column d, iine 4 ' 7.9% 

Company response to DR1-2, Support for Statement H, page 42 
Sum of column d, lines 10 - 11 
Column d, line 10' 1.079 
Column e, line 9 
Sum of column d, lines 13 - 14 

0613012002 
Actual 

Total Company 

0613012002 
Actual -Total 

Company - GAS 

0613012002 0613012002 
Actual Actual -Total 

Total Company Company - GAS 

10 Regional Mail 
11 Office Services 
12 Total 

Column e, iine 1: 
Coiumn e, line 6: 
Column e, line 7: 
Column e, line 8: 
Column e, line 9: 
Column e, lines 10 - 11: 
Column e, line 12: 
Column e, line 13: 
Column e, line 14: 
Column e, line 15: 
Column e, line 16: 
Column e, line 17: 
Column e, line 18: 
Column e, line 19: 
Column e, line 20: 
Column e, iine 21: 

Column c, line 1 less 1.14% (projected customer increase) 
Sum of column c, iines 4 -  5 
Coiumn c, line 7 -accepted Company amount 
Column c, line 8 -accepted Company amount 
Sum of column e, lines 1 - 6 
Company response to DR1-2. Support for Statement H, page 42 
Sum of column e, lines 10 - 11 
Column e. line 10 I column d. iine 10 'column d, line 13 
Column e. line 11 I column d. line 11 column d, line 14 
Sum of column e, lines 13 - 14 
Difference between column e, iine 15 and line 12 1 line 12 
Column b, line 17 * column e, line 16 
Column b. line 16 column e. line 16 
Column b. line 19 column e, iine 16 
Column b, line 20 *column e, line 16 
Sum of column e, lines 17 - 20 

06130102 Total 
Company with 

lncrease 

06130102 Total 
Company - Gas 
with lncrease 

06130102 Total 06130102 Total 
Company with Company -Gas 

Increase with Increase 

13 Regional Mail (actual *1.082) 178,916.27 
14 Office Services (line 9 above) 1,071,365.1 5 
15 Total 1,250.281.42 

16 Percent lncrease 

MDU Calculated 
Effective Postage 

Rate lncrease 
7.50% 

MDU Calculated 
Effective Postage 

Rate lncrease 
6.12% 

June 30,2002 
South Dakota 

Gas 

17 Distribution 
16 Customer Accts. 
19 Sales 
20 A&G 

Staffs Test Year 

K and M Adj. 21 TOTAL POSTAGE 

22 MDU Projected Amount 

NG02-011-KAS.xls:KAS-1 Sch 4 
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First-class Mail 

The following information details the R2001-1 changes for First-class Mail service. This information is intended 
as an overview only and should not be viewed as defining every DMM revision adopted. 

First-class Mail Rate Highlights 

Overall, First-class Mailr rates will increase an average of 7.9 percent. The single-piece I-ounce First-class 
Mail rate will increase from $0.34 to $0.37, and the single-piece card rate from $0.21 to $0.23. The additional 
ounce rate for single-piece First-class Mail items will remain at $0.23. There will be a lower additional ounce rate 
for Presorted and automation First-class Mail items. 

Business mailers will see larger automation presort discounts. The carrier route automation discount and the 
nonautomation presort discount will remain at current levels. The proposed increase in automation discounts and 
the proposed half-cent reduction in the workshare additional-ounce rate will result in more attractive rate 
incentives, especially for large-volume First-class Mail service users who presort and mail heavier pieces. 

The presort mailing fee will increase from $125 to $150. 

First-class Mail Rate Structure and Mail Preparation 

Lower Additional Ounce for Presorted and Automation Rates 

Currently, there is a single additional ounce rate for all pieces mailed at First-class Mail rates. For Presorted and 
automation pieces weighing more than 2 ounces, a heavy piece discount is deducted. 

The Postal Service will implement a lower additional ounce rate for workshare First-Class Mail items. Pieces 
mailed at single-piece rates will pay $0.23 for each additional ounce; pieces mailed at any workshare rate will pay 
$0.225 for each additional ounce. This change affects only postage rates. 

Automation Basic Rate Split Into Two New Rates 

For automation cards and letters, the current rate structure contains a 5-digit, 3-digit, and basic rate. The new 
rate structure will split the basic rate into an automated area distribution center (AADC) rate (for all pieces in an 
AADC tray) and a mixed AADC rate (for all pieces in a mixed AADC tray). The AADC rate also will apply to pieces 
in a less-than-full 3-digit tray. There are no sortation changes for automation cards and letters. The 5-digit sort 
level will still be optional; all other sort levels will be required. 

For automation flats, the current rate structure contains a 5-digit, 3-digit, and basic rate. The new rate structure 
will split the basic rate into an area distribution center (ADC) rate (for all pieces in an ADC package or tray) and a 
mixed ADC rate (for all pieces in a mixed ADC package or tray). The ADC rate also will apply to pieces in a less- 
than-full 3-digit tray. There are no sortation changes for automation flats. The 5-digit sort level still will be 
optional; all other sort levels will be required. 

Nonmachinable Surcharge 

The definition of the current nonstandard surcharge will be expanded to include certain physical criteria that could 
make a mailpiece nonmachinable. Pieces that are nonmachinable are excluded from automated processing and 
must be handled manually. Nonmachinable pieces also may impede mail flow or damage the mail or mail 
processing equipment. Manual pieces are considerably more costly to process than machinable letters. 

The criteria for nonrnachinable letter-size pieces will be listed in DMM C050.2.2. The nonmachinable surcharge 
will apply to single-piece and Presorted rate letters that weigh 1 ounce or less and meet one or more of the 
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criteria in that section. Machinable pieces are not subject to any restrictions regarding the OCR read area or 
barcode clear zone. 

The nonmachinable surcharge also will apply to single-piece, Presorted, and automation rate nonletters (flats and 
parcels) that weigh I ounce or less if any one of the following applies: 

(a) The piece is greater than 114-inch thick. 

(b) The length is more than 11-112 inches or the height is more than 6-118 inches. 

(c) The aspect ratio (length divided by height) is less than 1.3 or more than 2.5. 

The nonmachinable surcharge will be $0.12 for single-piece rate pieces and $0.055 for Presorted and automation 
rate pieces. 

The nonmachinable criteria in C050.2.2 do not apply to pieces mailed at any card rate. 

The nonmachinable surcharge will apply to letter-size pieces (but not card-rate pieces) for which the mailer has 
chosen the manual only (do not automate) option. For card-rate pieces, a mailer can specify manual handling, 
but they will not be charged a surcharge. 

This change is consistent with the addition of a nonrnachinable surcharge for Standard Mail service. 

In conjunction with this change, trays of machinable and nonmachinable letters will be prepared and labeled 
differently. The preparation for machinable letters will be similar to the current preparation for upgradable letters 
(e.g., no packaging, optional 5-digit sort level); the preparation for nonmachinable pieces will be similar to the 
current package-based preparation for Presorted letters. The current weight limit for upgradable letters (2.5 
ounces) will be replaced with a weight limit of 3.3 ounces for machinable letters. Letters heavier than 3.3 ounces 
and less than 114-inch thick will use the nonmachinable preparation and labeling but will not pay the surcharge 
(because it applies only to pieces that weigh 1 ounce or less). 

On tray labels, the current "NON BC" (not barcoded) designation will be replaced with one of two designations: 
"MACH" for machinable pieces or "MANUAL" for nonmachinable pieces. Although card- rate pieces will not be 
subject to the surcharge, mailers will be required to show on the tray label whether or not those pieces are 
machinable (for instance, a double card that is not tabbed is not machinable). The "MANUAL" designation will 
help the Postal Service direct trays of mail to the appropriate mail processing operation. As is currently required, 
mailers who choose the "do not automate" option will show "MANUAL" on Line 2 of the tray label. 

Barcoded tray labels are allowed, but are not required, for trays of First-class Mail machinable letters. Zebra 
codes must not be used on trays of First-class Mail machinable letters. (Zebra codes indicate that the tray 
contains automation rate prebarcoded mail.) 

There are no preparation or labeling changes for Presorted flats or parcels subject to the surcharge. 

Mail preparation instructions for Presorted letter-size pieces subject to the nonmachinable surcharge will be 
included in DMM M130. Preparation instructions for automation flats subject to the nonmachinable surcharge will 
not change (see current DMM M820). 

The nonmachinable surcharge will be assessed on any piece mailed out as a different class of mail and returned 
as a First-class Mail item (for instance, a Standard Mail item endorsed "Return Service Requested") if the piece 
weighs 1 ounce or less and meets the criteria for nonmachinability in C050.2.2. Pieces returned at First-class 
Mail card rates will not be subject to the nonmachinable surcharge. 

The nonmachinable surcharge will take effect when new rates are implemented; however, mailers have until 
January 1, 2003, to comply with the mail preparation and tray labeling changes. 
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The Postal Service will add two new special service options for First-class Mail parcels: Delivery Confirmation TM 
service and Signature ConfirmationTM service. Both services will be available in manual (retail) and electronic 
options. The fees for Delivery Confirmation service will be $0.55 (retail) and $0.13 (electronic). The fees for 
Signature Confirmation service will be $1.80 (retail) and $1.30 (electronic). 

For the purposes of adding Delivery Confirmation service or Signature Confirmation service, a First-class Mail 
parcel is defined as any piece that: 

(a) Has an address side with enough surface area to fit the delivery address, return address, postage, markings 
and endorsements, and special service label; and 

(6) Is in a box or, if not in a box, is greater than 314-inch thick at its thickest point. 

This definition will provide mailers many different packaging options for their First-Class Mail parcels. 

Containerization and Labeling 

For letter-size pieces, a full tray will be defined as one that is I 0 0  percent full, with a range between 75 percent 
and I00  percent. The recommended default for presort software will be 85 percent. In addition, after the minimum 
volume for rate eligibility is reached (i.e., 150 pieces for a 3-digit area), overflow will be optional for all sort levels 
of letter trays. Also, mailers will be required to use as few trays as possible: Under current standards, a mailer 
could prepare one full I-foot tray plus one less-than-full I-foot tray; new standards will result in the preparation 
of a single less-than-full 2-foot tray. 

On all First-class Mail letter trays, "LTRSwill change to "LTR and "CR-RTS" will change to "CR-RT." This 
change is necessary to allow more room for other information on the tray label. Mailers have until January 1, 
2003, to comply with these labeling changes. 

Documentation 

Mailers will no longer be required to present a hard copy PS Form 3553, Coding Accuracy Support System 
(CASS) Summary Report, with their mailings. Instead, mailers or mailer agents will continue to keep this 
documentation on file for 1 year from the date of mailing and make it available to the Postal Service on 24-hour 
notice. 

Software vendors and mailers should note that changes will be made to manifest keyline rate codes (DMM 
P910.3.0) and multiline optical character reader (MLOCR) rate markings (DMM P960.3.0) to reflect the new First- 
Class Mail rate categories. 
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Average Rate Base $ 15,799,043 

CWlP (not included in rate base) - 1986 tax law change 

Investment To Be Financed 15,799,043 

Weighted Cost of Debt 

Synchronized Interest Expense 632,175 

Interest Expense as filed 690,972 

Difference In Interest Expense (58,797) 

Federal Income Tax Adjustment (35%) ) $ 20,579 1 

SOURCES: 
Column b, line I :  KAS-2, schedule 1, page 1, column d, line 32 
Column b, line 2: Zero - 1986 tax law change 
Column b, line 3: Line 1 plus line 2 
Column b, line 4: BLC-1, schedule I ,column c, line 1 
Column b, line 5: Line 3 times line 4 
Column b, line 6: Statement K, page 4 of 12 
Column b, line 7: Line 5 less line 6 
Column b, line 8: line 7 times 35% (inverse) 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
Inflation Adjustment 
Adjusted Test Year Ended June 30,2002 

Line Function 

(a) 

Other Gas Supply 

Distribution 

Customer Accounts 

Customer Services & Information 

Sales 

Administrative and General 

TOTAL 

Less Per Books 

Staff Adjustment to  Per Books 

Test Year CPl 
112 Test Year CPI 

Post Test Year CPI 

Annualized 
06130102 Adjusted 

Other 0 & M for Inflation 
06130102 Amount at 

Other 0 & M 0.534% 2.390% 

(b) ( 4  ( 4  

June 01 June 02 Change 
178 179.9 1.067% 

0.534% 

June 02 Mar 03 Change 
179.9 184.2 2.390% 

SOURCES: 
Column b, lines 1 - 7: Statement H, Schedule H-I , page 11 of 2 
Column b, lines 10 & 12: KAS-1, Schedule 6, page 2 of 2 

Column c, lines 1 - 6: Column b * column d, line 11 
Column c, line 7: Sum of column c, lines 1 - 6 
Column c, lines 10 & 12: KAS-1, Schedule 6, page 2 of 2 

Column d, lines 1 - 6: 
Column d, line 7: 
Column d, line 8: 
Column d, line 9: 
Column d, line 10: 
Column d, line 11: 
Column d, line 12: 

Column c * column d, line 12 
Sum of column d, lines 1 - 6 
Column b, line 7 
Column d, line 7 less column d, line 8 
Difference between column c, line 10 and column b, line 10 1 column b line 10 
Column d, line 10 12 
Difference between column c, line 12 and column b, line 12 I column b line 12 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
Inflation Adjustment 
Adjusted Test Year Ended June 30,2002 

Not S e a s o n a l l y  Adjus ted  

Area : U.S. c i t y  average  

Item: A l l  i t e m s  

B a s e  P e r i o d :  1982-84=100 

Year I Jan I Feb I Mar I Apr I May I Jun I Jul I Aug I Sep I Oct I Nov I Dec I Annual1 HALF1 I HALF2 
1993 1 142.61 143.11 143.61 1441 144.21 144.41 144.41 144.81 145.11 145.71 145.81 145.81 144.51 143.71 145.3 

Source: 
Downloaded from 
U.S. Department of Labor, Bureau of Labor Statistics Website 
http://data. bls.qov/cqi-bin/surve~most?cu 
U.S. All items, 1982-84=100 - CUUROOOOSAO 
as of 4/21/2003 

NG02-011-KAS.xls:KAS-1 Sch 6 page 2 



Montana-Dakota Utilities Co. 
Docket NG02-01 I 
Gross Receipts Tax 
Adjusted Test Year Ended June 30,2002 

Line 

1 
2 
3 
4 
5 
6 
7 
8 

9 
10 
11 
12 
13 

14 
15 
16 

17 

18 

19 

Description 

Sales 
Residential 
Firm General 
Air Force 
Small lnterruptible 
Large lnterruptible 
Unbilled 

TOTAL SALES 

Transportation 
Small lnterruptible 
Large lnterruptible 
Unbilled 

TOTAL TRANSPORTATION 

Miscellaneous Service Rev 
Rent from Gas Property 
Other Revenue 

TOTAL 

Test Year GRT 

Gross 
South Dakota Receipts 

Per Books TAX 
Test Year 0.15% 

(b) (c) 

Difference (Staff Adjustment) 

SOURCES: 
Column b, lines 1 through 13: Statement I, page I of 6 
Column b, lines 14 through 16: Statement I, page 2 of 6 

Column c, line 18: Statement L, page 1 of 1 

Exhibit-(KAS-I) 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
Gain on the Sale of Office Building 
Adjusted Test Year Ending June 30,2002 

Line Description Amount Source: 
(a) (b) 

I Gain on the Sale of Rapid City office building $ 260,280 MDU response to DR3-53 

2 Building Allocation to Black Hills Gas 86.55064% 

3 Black Hills Gas portion of Gain 225,274 Per Tamie Aberle - 4/21/03 

4 Five Year Amortization 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Average Rate Base with Pro Forma Adjustments 
Adjusted Test Year Ending June 30,2002 

Line 
No. - 

South Dakota 
Test Year Total 
Average Pro Forma 

Description Per Books Adjustments 
(a) (b) ( 4  

Gas Plant in Service (101) 
Distribution (including Intangible - 303) $ 29,566,276 $ 
General (including Intangible - 303) 6,275,400 1,964,504 
C0mm0n (including Intangible 303) 2,077,553 

Total Gas Plant in Service (1 01) 37,919,229 1,964,504 

South Dakota 
Pro Forrna 
Rate Base 

Gas - Completed Construction Not Classified (106) 1,256,966 1,256,966 

Total Plant in Service (101 and 106) 39,176,195 1,964,504 41,140,699 

Accumulated Depreciation 
Distribution (including Intangible) 

General (including Intangible) 

Common (including Intangible) 

Total Accumulated Depreciation 

TOTAL NET GAS PLANT IN SERVICE 16,298,171 1,835,104 18,133,275 

Additions to Rate Base: 
Material and Supplies 
Fuel Stocks 
Prepayments 
Advanced Tax Collection 
Working Capital 
Other 

TOTAL ADDITIONS TO RATE BASE 

Deductions to Rate Base: 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credit 
Customer Advances for Construction 
Customer Deposits 
Accumulated Provision for Uncollectibles 
Accumulated Provision for Injuries and Damages 
Miscellaneous Operating Provisions 
Other 

TOTAL DEDUCTIONS TO RATE BASE 

TOTAL SOUTH DAKOTA RATE BASE 

footnote: 
I 1  Accumulated depreciation amounts are NOT a 13 month average. They are 6-30-01 16-30-02 average balance. 

Company did not provide a 13 month average balance. See the testimony of Staff Witness Senger. 

Sources: 
Line 5: Sum of lines 2 through 4 Line 31: Sum of lines 23 through 30 
Line 7: Line 5 plus line 6 Line 32: Line 13 plus 21 less line 31 
Line 12: Sum of lines 9 through 11 Column b: KAS-2 Schedule 2, page 1, column b 
Line 13: Line 7 less line 12 Column c: KAS-2 Schedule 2, page 1, column j 
Line 21 : Sum of lines 15 through 20 Column d: column b plus column c 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Average Rate Base with Pro Forma Adjustments 
Adjusted Test Year Ending June 30,2002 

South Dakota 
Test Year 
Average Plant Depreciation 

Description Per Books Adjustments Adjustment 
(a) ('4 (c) (d) 

Total 
Staff 

Adjustments 

(i) 

Total Staff 
South Dakota 

Rate Base 

(1) 

Workina Investment Line 
No. - 
1 
2 
3 
4 
5 

6 

7 

8 
9 
10 
11 
12 

13 

14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

- 
Capital Tax Credit 

(f) (9) (h) 
Updates 

(e) 
Gas Plant in Service (101) 

Distribution (inciuding intangible - 303) 

General (inciuding Intangible - 303) 

Common (inciuding intangible 303) 

Total Gas Plant in Service (101) 

Gas - Completed Construction Not ClassMed (106) 1,256,966 

Total Gas Plant in Service (101 and 106) 39,176,195 1,964,504 

Accumulated Depreciation 
Distribution (including Intangible) 

General (inciuding Intangible) 

Common (including intangible) 

Total Accumulated Depreciation 

TOTAL NET GAS PLANT IN SERVICE 

Additions to Rate Base: 
Material and Supplies 
Fuel Stocks 
Prepayments 
Advanced Tax Collection 
Working Capital 
Other 

TOTAL ADDITIONS TO RATE BASE 

Deductions to Rate Base: 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credit 
Customer Advances for Construction 
Customer Deposits 
Accumulated Provision for Uncollectibles 
Accumulated Provision for Injuries and Damages 
Miscellaneous Operating Provisions 
Other 

TOTAL DEDUCTIONS TO RATE BASE 2,299,074 

TOTALSOUTHDAKOTARATEBASE $ 14,472,899 1,925,193 (90,089) 

Source KAS-2, Sch 5 RGT-1 DAJ-1 , Sch 1&2 KAS-2. Sch 4 

Jacobson Senger Staff Witness Testimony Senger Senger Towers Jacobson 

footnote: 
1lAccumulated depreciation amounts are NOT a 13 month average. They are 6-30-01 16-30-02 average balance. 

Company was unable to provide a 13 month average balance. See the testimony of Staff Witness Senger. 

NG02-011J4S.xis:KAS-2 Sch 2 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Average Rate Base with Pro Forma Adjustments 
Adjusted Test Year Ending June 30,2002 

Sources 
Line 5: Sum of lines 2 through 4 
Line 7: Line 5 plus line 6 
Line 12: Sum of lines 9 through 11 
Line 13: Line 7 less line 12 
Line 21 : Sum of lines 15 through 20 
Line 31: Sum of lines 23 through 30 
Line 32: Line 13 plus 21 less line 31 

Column b, line 2: 
Column b, line 3: 

Column b, line 4: 

Column b, line 6: 
Column b, line 9: 
Column b, line 10: 

Column b, line 11: 

Column b, line 15: 
Column b, line 16: 
Column b, line 17: 
Column b, line 18: 
Column b, line 19: 
Column b, line 20: 
Column b, line 23: 
Column b, line 24: 
Column b, line 25: 
Column b, line 26: 
Column b, line 27: 
Column b, line 28: 
Column b, line 29: 
Column b, line 30: 

Column c, line 3: 
Column c, line 10: 

Column d, line 9: 

Column e, line 15: 
Column e, line 17: 
Column e, line 20: 
Column e, line 25: 

Column f, line 18: 
Column f, line 19: 

Column g, line 24: 

Column h: 

Column i: 

Column j: 

Statement D, Schedule D-3, Page 1 of 2, Total Distribution Plant - 12 Month Average 
Statement D, Schedule D-3, Page 1 of 2, Total General Plant - 12 Month Average 
(6,137,051) plus lntangible Plant - General - 12 Month Average (138,349) 
Statement D, Schedule D-3, Page 2 of 2, Total Common Plant - 12 Month Average 
(1,083,942) plus lntangible Plant - Common - 12 Month Average (993,611) 
KAS-2, Schedule 3, Page 3 of 4 Column c , line 15 
Statement E, Page 1 of 4, 6130102 average - Distribution 
Statement E, Page 1 of 4, 6130102 average General (2,256,456) plus 6130102 
average lntangible General (132,568) 
Statement E, Page 1 of 4, 6130102 average Common (494,061) plus 6130102 
lntangible Common (362,262) 
KAS-2, Schedule 3, Column c, line 15 
Amount = 0, per DR4-25 
KAS-2, Schedule 3, Column e, line 15 
NIA 
NIA 
KAS-2, Schedule 3, Column g, line 15 
KAS-2, Schedule 3, page 2 of 3, Column e, Line 15 
KAS-2, Schedule 3, Page 2 of 3, Column g, Line 15 
KAS-2, Schedule 3, Page 1 of 3, Column I, line 15 
KAS-2, Schedule 3, Page 2 of 3, Column h, line 16 
KAS-2, Schedule 3, Page 3 of 3, Column c, line 15 
KAS-2, Schedule 3, Page 3 of 3, Column e, line 16 
Amount = 0, per DR4-24 
NIA 

KAS-2, Schedule 5, column b, line 8 
KAS-2, Schedule 5, column d, line 8 

DAJ-1, Schedule 3, page 1, column d, line 1 
DAJ-1, Schedule 3, page 1, column d, line 2 
DAJ-1, Schedule 3, page 1, column d, line 3 
DAJ-1, Schedule 3, page 1, column d, line 4 

DAJ-1, Schedule 2, page 1, column g, line 4 
DAJ-1, Schedule I ,  page I ,  column b, line 24 

KAS-2, Schedule 4, column d, line 8 

NIA 

Sum of columns c through I 

Column b plus column j 

NG02-011-KAS.xls:KAS-2 Sch 2 sources 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
Twelve-month Average Balances 
Adjusted Test Year Ending June 30,2002 

CUSTOMER ADVANCES 
MATERIAL AND SUPPLIES 

Ending Average 
Line MONTH Balance Balance 

(a) (b) (c) 

14 TOTAL 3,264,735.00 2,974,377.00 

15 AVERAGE 251,133.46 247,864.75 

Source: To 
Statement F KAS-2, Sch 2 

Sch F-1 Col. b, line 15 
Page 2 of 5 

PREPAID INSURANCE UNAMORTIZED FAS 106 FOR CONSTRUCTION 
Ending Average Ending Average Ending Average 

Balance Balance Balance Balance Balance Balance 

(dl (el (f) (9) (h) (0 

Source: To Source: To Source: To 
Statement F KAS-2, Sch 2 Statement F KAS-2, Sch 2 Statement F KAS-2, Sch 2 

Sch F-1 Col. b, line 17 Sch F-I Col. b, line 20 Sch F-1 Col. b, line 24 
Page 3 of 5 Page 4 of 5 Page 5 of 5 

NG02-011-KAS.xls:KAS-2 Sch 3 
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Montana-Dakota Utilities Co. 
Docket NG02-01 I 
Twelve-month Average Balances 
Adjusted Test Year Ending June 30, 2002 

COMPLETED CONSTRUCTION ACCUMULATED DEFERRED ACCUMULATED INVESTMENT CUSTOMER DEPOSITS 
NOT CLASSIFIED INCOME TAXES TAX CREDIT SD - TOTAL COMPANY 

Ending Average Ending Average Ending Average Ending Average 
Line MONTH Balance Balance Balance Balance Balance Balance Balance Balance 

(4 (b) (c) (dl (el (9 (9) (h) 0) 

14 TOTAL 

15 AVERAGE 1,201,627.00 1,256,965.63 1,842,706.46 11,842,858.17 39,537.15 1 39,527.04 187,709.00 188,391.00 

16 SDlBH Gas Rev Allocation (69.6%) 1131,221.541 

Source: To Source: To Source: To Source: To 
Company KAS-2, Sch 2 Company KAS-2, Sch 2 Company KAS-2, Sch 2 Company KAS-2, Sch 2 

Response to Col. b, line 6 Response to Col. b, line 23 Response to Col. b, line 23 Response to Col. b, line 25 
DR4-15 DR4-17 DR4-18 DR4-19 

NG02-011-KAS.xls:KAS-2 Sch 3 



Montana-Dakota Utilities Co. 
Docket NG02-011 
Twelve-month Average Balances 
Adjusted Test Year Ending June 30, 2002 

Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 

14 

15 

MONTH 
(a) 

Jun-2001 
JuI-2001 
Aug-2001 
Sep-2001 
Oct-2001 
NOV-2001 
Dec-2001 
Jan-2002 
Feb-2002 
Mar-2002 
Apr-2002 
May-2002 
Jun-2002 

TOTAL 

AVERAGE 

ACCUMULATED PROVISION 
FOR UNCOLLECTIBLES 

Ending Average 
Balance Balance 

(b) (c) 

TOTAL UTILITY 
ACCUMULATED PROVISION 
FOR INJURIES & DAMAGES 

Ending Average 
Balance Balance 
(dl (el 

Ending Average 
Balance Balance 

(9 (9) 

SDlBH Gas Rev Allocation (10.585%) 7 1  
Source: To Source: To Source: To 
Company KAS-2, Sch 2 Company KAS-2, Sch 2 

Response to Col. b, line 26 Response to Col. b, line 27 
DR4-20 DR4-22 

Exhibit-(KAS-2) 
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Ending Average 
Balance Balance 

(h) 0) 

Source: 

NG02-011-KAS.xls:KAS-2 Sch 3 



Montana-Dakota Utilities Co. 
Docket NG02-011 
Twelve-month Average Balances 
Adjusted Test Year Ending June 30,2002 

111101 to 12131101 
(December 2001 YTD) 

Less 
111101 to 6130101 
(June 2001 YTD) 

Sub Total 
711101 to l2l3l lOl 

ADD 
111102 to 6130102 
(June 2002 YTD) 

TOTAL (test year) 
7101101 to 6130102 

Electric Gas 
Total Company South Dakota Total Company SD-Black Hills SD-East River ~. 

Sales Sales Sales & Transport Sales & Transport 
Revenues Revenues Revenues Revenues 

138,643,545 10,142,488 237,217,664 46,672,665 

SD Black Hills Gas as % of Total SD Utility (SD gas and electric) 69.6007% 

SD Black Hills gas as percent of Total Utility (all gas and electric) 10.5850% 

SOURCE: MDU Monthly reports - excluding "Other Operating Revenue" 

Sales & Transport 
Revenues 

Exhi bit-(KAS-2) 
Schedule 3 
Page 4 of 4 

NG02-011-KAS.xls:KAS-2, Sch 3 - allocation 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
Accumulated Deferred Investment Tax Credit 
Adjusted Test Year Ending June 30,2002 

Line 
Gas Common 
Plant Plant TOTAL 

(a) (b) (c) (dl 

Unamortized ITC - 26.4 yr. Life 
Balance at 12/31/2002 647,953 121,172 

SD Gross Plant - Juris. No. 37 18.86051 7% 
Common Split - Gas - Utility No. 26 36.794625% 

Allocation subtotal 44,585 

SD Common Plant - Juris. No. 221 12.424473% 

South Dakota Allocation 122,207 5,539 $ 127,746 

Staff per books ITC 39,527 

Difference (Staff adjustment to per books) 

SOURCES: 
Lines 1 - 3,5: Company response to DR3-I 
Line 7: KAS-2, Schedule 2, column b, line 24 

NG02-011-KAS.xls:KAS-2, Sch 4 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
Plant Adjustment 
Adjusted Test Year Ending June 30,2002 

Average 
Plant Depreciation Accumulated 

Line Description Balance Expense Depreciation 

SOURCES: 
Annualized 

I Struct. & Improv. (390) $ 3,785,282 $ 91,980 $ 49,823 

2 Land (389) 

3 Subtotal 4,364,049 91,980 49,823 

LESS 
Per Books 

4 Struct. & Improv. (390) 1,552,482 

5 Land (389) 242,963 

CWlP in Service 
Struct. & Improv. (390) 

6 Jan & Feb 2002 

CWlP in Service 
Land (389) 

7 Jan & Feb 2002 78,845 

8 Staff Adjustment $ 1,964,504 $ 52,131 $ 39,311 

Column b 
Line 1: KAS-2, Sch 5, page 2 of 2, column e, line 14 
Line 2: KAS-2, Sch 5, page 3, column e, line 14 
Line 4: KAS-2, Sch 5, page 2 of 2, column b, line 14 
Line 5: KAS-2, Sch 5, page 3, column b, line 14 
Line 6: 2 months of Plant increase for CWlP in Service - 

KAS-2 Sch 5, p2, col b ,line 15 Acct 390 June Ave 
less Feb Avg divided by 12 months times 2 months 

Line 7: 2 months of Land increase for CWlP in Service - 
KAS-2 Sch 5, p3, col b ,line 15 Acct 389 June Ave 
less Feb Avg divided by 12 months times 2 months 

Line 9: Column b, line 8 times 0.7521 % 

Column c 
Line 1 : KAS-2, Sch 5, page 2 of 2, column f, line 13 
Line 4: KAS-2, Sch 5, page 2 of 2, column c, line 13 
Line 6: Col a, line 6 times 2.43% div 12 times 2 

Column d 
Line 1: KAS-2, Sch 5, page 2 of 2, column g, line 14 
Line 4: KAS-2, Sch 5, page 2 of 2, column d, line 14 
Line 6: Col c, line 6 divided by 2 

Effective Ad Valorem 
9 Tax Rate - Gen 0.7521% $ 14,775 

NG02-011-KAS.xls:KAS-2, Sch 5 
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Schedule 5 
Page 2 of 3 

Montana-Dakota Utilities Co. 
Docket NG02-011 
Plant Adjustment 
Adjusted Test Year Ending June 30,2002 

Actual Plant in Service Per Books 
General Plant - Structures and lm~rovements (390) 

Annualized using June Average 
General Plant - Structures and lm~rovements (390) 

Line 

Calculated 
Account 390 Depreciation Test Year 
Structures & Expense Calculated 

Improvements Based on a Increase in 
Average 2.43% Annual Accumulated 

Description Balance Depr. Rate Depreciation 

(a) (b) (c) (dl 

July 01 
Aug 01 
Sept 01 
Oct 01 
Nov 01 
Dec 01 
Jan 02 
Feb 02 
Mar 02 
Apr 02 
May 02 
June 02 

Calculated 
Account 390 Depreciation Test Year 
Structures & Expense Calculated 

Improvements Based on a Increase in 
Average 2.43% Annual Accumulated 
Balance Depr. Rate Depreciation 

(e) (9 (9) 

TOTAL 3,151,570 37,722 
Average 1,552,482 9,448 3,785,282 
Difference (June less Feb) 3,151,530 

SOURCES: 
Column b: Statement D, Schedule D-3, page 1 of 2, General Plant, account 390 - Structures and lmprovements 

NG02-011-KAS.xls:KAS-2, Sch 5 
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Page 3 of 3 

Montana-Dakota Utilities Co. 
Docket NG02-011 
Plant Adjustment 
Adjusted Test Year Ending June 30, 2002 

Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 

I 0  
11 
12 

13 
14 
15 

Actual Plant in Service Per Books 
General Plant - Land - account 389 

Calculated 
Depreciation Test Year 

Account 389 Expense Calculated 
Land Based on a Increase in 

Average 0% Annual Accumulated 
Description Balance Depr. Rate Depreciation 

(a) (b) (c) (dl 

July 01 
Aug 01 
Sept 01 
Oct 01 
Nov 01 
Dec 01 
Jan 02 
Feb 02 
Mar 02 
Apr 02 
May 02 
June 02 

TOTAL 
Average 242,963 
Difference (June less Feb) 473,072 

SOURCES: 
Column b: Statement D, Schedule D-3, page 1 of 2, General Plant, account 389 - Land 

Annualized using June Average 
General Plant - Land - account 389 

Calculated 
Account 390 Depreciation Test Year 
Structures & Expense Calculated 

Improvements Based on a Increase in 
Average 2.43% Annual Accumulated 
Balance Deor. Rate 

NG02-011-KAS.xls:KAS-2, Sch 5 
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Qualifications 

Please state your name, business address and occupation. 

Robert G. Towers. I am a public utility rate consultant and a principal in 
the firm Chesapeake Regulatory Consultants, Inc. ("CRC"). My office is at 
6837 Guilford Road, Clarksville, MD 21 029-1 632. 1 can be contacted by 
telephone at 443.535.0300. 

Does the Appendix to this testimony describe your education and 
summarize your experience in public utility regulation? 

Yes, it does. 

Have you testified previously before the South Dakota Public Utilities 
Commission? 

Yes. Since 1976 1 have testified on behalf of the Commission Staff in 
more than thirty rate cases involving each of the investor-owned gas and 
electric utilities in the state and U.S. West and I have consulted with the 
Staff in connection with other proceedings. 

Have you testified in or otherwise been involved in proceedings 
concerning the rates of Montana-Dakota Utilities Co. ("MDU" or "the 
Company")? 

Yes. I testified for the Commission Staff in thirteen South Dakota rate 
cases involving MDU1s electric or gas operations beginning with the 1976 
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electric case, Docket No. F-3053. Most recently, I assisted the 
Commission Staff with MDU's 1993 and 1994 rate filings, Docket Nos. 
NG93-011 and NG94-012. 

I also testified on behalf of the Montana Consumer Counsel in two 
Montana rate proceedings involving MDU's gas operations, Docket Nos. 
94.4.17 and 95.7.90. 

Pur~ose of Testimony and Summary of Findinas 

Were you retained to assist the Commission Staff in this case? 

Yes. 

For what purpose were you retained? 

CRC was retained, specifically, to address issues related to the 
Company's cost of capital and the allowable rate of return and issues 
raised by the class cost of service study sponsored by the Company's 
witness, Ms. Tamie Aberle. We also were asked to provide general 
assistance to the Staff in the conduct of its review of MDU's rate 
application and to provide testimony on revenue requirement issues, as 
needed. 

How did you proceed? 

My associate, Basil L. Copeland, Jr. assumed responsibility for assessing the 
Company's required return on common equity capital ("ROE") and weighted cost 
of capital. He is providing testimony recommending the required rate of return to 
be applied to the Company's South Dakota gas operations rate base 

I have been responsible for analyzing the Company's class cost of service 
study and the related cost justifications offered in support of its proposed 
monthly customer Service Charges. I also assisted the Staff in reviewing 
various accounting issues entering into the determination of MDU's South 
Dakota revenue requirement. In that regard, I am presenting testimony on two 
issues including depreciation rates and expense and the appropriate allowance 
for Federal income taxes. 

Briefly, what are your conclusions and recommendations? 
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Depreciation 
(See Exh ib i t (RGT-1) )  

I have concluded that the depreciation accrual rates which the Company 
is using for two important accounts -- Account 376-Mains and Account 380- 
Services are excessive. The excess is attributable to the incorporation of 
speculative and unreasonable allowances for the removal costs that occur upon 
the retirement of plant that is presently in service. I recommend that the 4.18% 
rate which MDU uses for Account 376 be reduced to 3.68%. For Account 380 1 
recommend that the Company's rate be reduced from 8.22% to 6.38%. In each 
instance, the rate that I am recommending includes a substantial allowance for 
removal costs (or, more precisely, "net negative salvage") but at a lower level 
than the Company's rates reflect. Based on the average depreciable 
investments in these accounts during the year ended June 30, 2002, the accrual 
rates which I am recommending reduce the Company's annual depreciation 
expense by $1 80,178. 

Federal Income Tax Allowance 
(See Exhi bit-(RGT-2) 

The Company claims as an allowance for Federal income taxes an 
amount that is calculated as if it were an independent taxpayer. It is not. MDU, 
which is a division of MDU Resources, Inc. ("Resources"), is joined with 
Resources and its eligible subsidiaries in the filing of a consolidated Federal 
income tax return. This is advantageous because it allows the taxpayer (the 
Resources Group) to combine the ever-present taxable losses of some 
companies in the group with the taxable income of other members and thereby 
to pay a tax which is less than sum of the taxes which would be paid by the 
members with taxable income if they were to file separate tax returns. Using 
Resources experience during the three most recent years for which data are 
available, I calculate a consolidated tax savings adjustment reducing the tax 
allowance developed using the 35% statutory tax rate. The adjustment, 
allocated to MDU's South Dakota gas operations is a reduction of $21 8,593. 

Class Cost of Service Studv 
(See Exhi bit-(RGT-3)) 

I am in agreement with many aspects of the Company's cost study, but I 
disagree with its imputation of a "customer component" to distribution Mains. The 
Company allocates these costs among the classes on the basis of a combined 
factor reflecting the weighted number of Customers in each class (36% weight) 
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and the class' contribution to the distribution system 2-Day Peak (64% weight). 
For a variety of reasons which I will discuss later, I believe that the Customer 
component is not justified. I therefore recommend that these costs be allocated 
among the classes entirely on the basis of peak demand requirements. 

This recommendation affects the allocations of Mains as well as other 
costs for which composite allocation factors are employed in the study. The 
effect of the recommendation is to shift costs away from the Residential class 
and to all other classes. Indeed, my reallocation of the Company's cost of 
service shows that its proposed rates would result in a higher-than-average rate 
of return from Residential customers and a much lower-than-average return from 
Firm General service customers. Similar return relationships are indicated even 
with MDU's present rates. These results lead to my recommendation that the 
entire rate increase recommended by Staff (approximately $250,000) be 
assigned to the Firm General service class. An increase of this magnitude for 
Firm General service customers is significantly less than the $970,000 which 
MDU has proposed for this class. 

Customer Service Charues 
(See Exhi bit-(RGT-4)) 

I find the Company's cost support for its proposed monthly Service 
Charges to be greatly overstated because it includes many costs that are not 
directly related to the service rendered to individual customers, including the 
customer component of Mains which I just described in my critique of the Class 
cost of service study. Other non-assignable, overhead-type costs that are 
treated by MDU as a "customer cost" represent activities that are required by the 
totality of all system functions and are independent of incremental changes in 
the customer population. 

Furthermore, even after such indirect costs are purged from the analysis, 
it is not essential that the remaining direct customer-related costs be recovered 
through fixed monthly service charges; any costs not recovered in the Service 
Charge will be recovered in the non-gas commodity charge (the "delivery 
charge"). Also, putting such costs "at risk by requiring that they be recovered in 
the delivery charge provides the Company with a cost control incentive. 

In any event, my determination of the MDU's direct customer costs -- even 
as the Company projects them for the "Projected 2003" test year that it would 
use in this case -- is that they do not exceed the existing Service Charges for the 
largest classes (the Residential and Firm General service classes). 
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1 Prospectively, some upward pressure on these costs will occur if the 
2 Commission approves MDU1s proposal to begin phasing in its ownership of the 
3 complete Service line to each customer. 

4 111. Depreciation 

Has MDU presented a study in this case to justify the depreciation rates it uses? 

No. The Company is using depreciation rates that it adopted in 1994 based on a 
study prepared by Stone & Webster of its plant and equipment at the end of 
1991. A copy of the Stone & Webster report has been provided in this case as a 
Response to Staff Request No. I I 

Have you had an opportunity to review that study and, if so, do you agree that 
the depreciation rates adopted by MDU are appropriate? 

I reviewed the Stone & Webster study and the testimony of the Stone & Webster 
engineer who sponsored it at the time MDU first proposed to revise its 
depreciation rates in gas rate cases in Montana (Montana PSC Case No. 
94.4.17) and South Dakota (South Dakota PUC Case No. NG93-01 I ) .  I 
critiqued the study in testimony in the Montana case and was prepared to file 
similar testimony in the South Dakota proceeding. However, the South Dakota 
case was settled without the submission of testimony by Commission Staff. I 
should point out that MDU's depreciation study encompassed collectively all of 
its gas distribution plant in all of the states in which it had such operations, 
including South Dakota, Montana, North Dakota and Wyoming. 

For the reasons explained in my testimony in the Montana case, I 
continue to disagree with the conclusions and recommendations expressed in 
the Stone & Webster study on the issue of net salvage affecting the depreciation 
rates being used for two important plant accounts -- Account 376 - Distribution 
Mains and Account 380 - Services. It is my conclusion that the net salvage 
allowances which MDU is using for these accounts are neither appropriate nor 
are they necessary to provide for full recovery of its costs. 

What salvage estimates and depreciation rates is MDU using for these 
accounts? 

For Mains, the Company proposes to use a rate of 4.1 8% reflecting a 40% net 
negative salvage allowance. 
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For Services, the Company proposes to use a rate of 8.22%' reflecting a 
140% net negative salvage allowance. 

What is "net negative salvage"? 

"Net negative salvage" describes the condition in which removal costs incurred 
at the time of a plant component's retirement exceeds the value of recovered 
materials. The factor (40% for Mains; 140% for Services) expresses the level of 
net negative salvage as a percentage of the original cost of the plant being 
retired. 

For example, the Company's investment in distribution Mains in South 
Dakota during the year ended June 30,2002 was $17.2 million. A 40% net 
negative salvage allowance implies that upon the retirement of this plant, the 
Company will incur $6.9 million of removal costs in excess of its scrap value. 
For Services, the 140% net negative salvage allowance implies a net removal 
cost of $7.1 million for the $5.1 million of its existing plant investment. The 
Company's depreciation rates are set to recover these amounts over the lives of 
the plant in each account. 

What rates and salvage allowances do you recommend for these accounts? 

I recommend the rates which MDU used before it implemented its current rates. 
For Mains, that rate was 3.68% reflecting a 30% net negative salvage allowance. 
For Services, the rate was 6.38%, reflecting a 100% net negative salvage 
allowance. 

For the two accounts, the rates that I recommend would reduce MDU's 
annual depreciation expense for the year ended June 30, 2002 by $1 80,178 
(see Exhibit N o . ( R G T - I  ), Schedule 1 ). This adjustment and a corresponding 
adjustment, reducing the depreciation reserve by one-half of this amount as if 
the reduced accrual rates had been implemented at the beginning of the year, 
are reflected in Staff witness Keith Senger's revenue requirement calculations. 

Why do you believe that the Company's increased net negative salvage 
allowances for these accounts are inappropriate and unnecessary? 

The negative salvage allowances are not based upon any estimate of the costs 
that actually will be incurred upon the retirement of existing plant and it is highly 
unlikely that the implied removal costs will be incurred. 
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The Stone & Webster analyses underlying MDU's rates, are based on 
observations of the piecemeal retirements that have occurred on MDU's gas 
distribution system in recent years with the net salvage estimates derived by 
associating removal costs and salvage values at current price levels with 
investments in the retired plant stated at historic, original cost price levels. In 
addition, the experienced salvage and removal costs are associated with 
materials that differ from the materials now used for Mains and Services while 
the resulting depreciation rates are applied to investments in both the old and 
new plant. 

Furthermore, the salvage experience studied by Stone & Webster was 
quite small relative to the investment for which the salvage estimates were being 
made. For example, for Mains the Company's experience over the 23-year 
period, 1968-91 was studied. During this time, the Company retired plant in 
which it had an investment of $4.5 million; this was less than one-tenth of the 
$52 million of Mains that were in service at the time the study was conducted. 
Moreover, the "retirements" included the $0.5 million sale of an operating system 
in Minnesota which should not have been considered a retirement unless it was 
expected to represent a recurring event. 

Even more important than the aggregate amount of the retirements 
reviewed by Stone & Webster is the size of the retirement projects. This is 
significant because, while there will continue to be piecemeal retirements on the 
system, some consideration should be given to the eventual wholesale 
retirement of the system, or portions thereof, due to supply restrictions, 
competition or technological changes. Reasonably, such retirements can be 
expected to produce economy of scale savings in removal costs. 

The Stone & Webster report did not analyze individual retirement projects 
but, instead, aggregated all retirements occurring in each year during the study 
period. Nevertheless, even the annual data demonstrate that the projects were 
quite small relative to the plant exposed to retirement. For instance, in the last 
year studied, 1991, the Company's investment in gas distribution Mains was $52 
million (the plant exposed to retirement) while actual retirements amounted to 
only $208,000. In the prior year, retirements were even less at $92,000. And, 
for the two years combined, experienced salvage amounted to only $3,000 while 
experienced removal costs amounted to $1 08,512 for all of MDU's gas 
distribution mains in South Dakota, North Dakota, Wyoming and Montana. To 
infer from $1 08,000 of experienced removal costs that MDU's ratepayers should 
be required to make annual contributions to offset future removal costs of more 



SDPUC Docket No. NG02-011 Testimony of Robert G. Towers 

than $20 million (40% of the $52 million of Mains in service at the time) was 
sheer speculation and inappropriate. 

How do the funds that would be generated by MDU's proposed net salvage 
allowances compare with net salvage that is concurrently experienced? 

MDU's depreciable plant investment in Mains at the end of 1991 amounted to 
$51.9 million. The effect of the 40% net salvage allowance which it would use 
for this account, together with the adopted average service life establishes its 
proposed annual depreciation accrual rate of 4.18%. With zero net salvage 
(cost of removal equals salvage value) that rate would be 2.1 9%. The 1.99% 
difference between these rates applied to MDU's investment in South Dakota 
Mains alone in this case ($17,183,330) would generate a $341,900 annual 
allowance for the recovery of net negative salvage. This cash flow, from 
ratepayers to the Company, is more than three times the net removal costs 
actually incurred in the entire four-state system during 1991, the last year 
covered by the Stone & Webster study. Actual net negative salvage amounted 
to $66,574 in 1991 and ranged between $38,574 and $1 06,036 annually during 
the five year period, 1987-91 ' 

Even at the rates that I am recommending, reflecting the net negative 
salvage allowances which MDU previously used - a negative 30% for Mains and 
a negative 100% for Services - the funds generated currently would greatly 
exceed the net negative salvage most recently experienced and reported in the 
Stone & Webster study. For Mains, the systemwide funds generated from a 
30% negative salvage allowance would be 1.49% (3.68% - 2.19%) of 
depreciable plant investment, or $773,100 based on plant at the end of 1991. 
This is more than 10-times the average annual net negative salvage actually 

For Services, the corresponding amounts are: 

Investment @ I  2/31 191 (4state system) 
Proposed by MDU - Net Salvage allowance 

Depreciation rate 
Rate wl  Zero salvage 

Difference (net salvage) 

$20.1 million 
-1 4O0h 
8.22% 
1.80% 
6.42% 

South Dakota investment -Year ended 6130102 $5,105,643 

Funds generated annually in South Dakota 
with MDU-proposed net salvage allowance 

Net negative salvage actually incurred on MDU's 4-state system: 
1991 $1 54,871 
Range over 5-year period, 1987-91 $154,871 to $210,142 
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experienced over the five year period, 1 987-91 ($72,679). For Services, my 
proposed 100% negative salvage allowance would generate annually 4.58% 
(6.38% - 1.80%), or $91 9,300 based on the year-end 1991 plant. This is more 
than 5-times the average annual net removal costs actually incurred over the 
most recent 5-year period in the study, 1987-91 ($1 75,459). 

Should the removal cost allowances be further reduced to better match the funds 
generated with current experience? 

No, 1 do not recommend that here although some regulatory commissions have 
adopted that approach. 

The fundamental objective of depreciation accounting is to recognize over 
the expected life of the plant all of the costs associated with that plant. These 
costs include the initial plant investment, interim additions and any costs that will 
be incurred to remove the plant from service. Thus, in the strictest sense, the 
appropriate cost of removal allowance for an item of plant in service has nothing 
to do with currently experienced or historical relationships of retirements and 
removal costs. But these conditions and events are not known with any level of 
confidence. Conditions under which future retirements will take place are 
continuously changing2 and the expected service lives of utility plant are quite 
long. Thus, it is necessary to seek some guidance from the only remaining 
information -- current experience andlor historical relationships. 

If, in retiring plant today, a company is incurring costs that are a 
significant percentage of the plant's original cost and one knows with certainty 
that all past events are likely to be repeated, the experience is instructive. On 
the other hand, if there is reason to believe that the past experience is unlikely 
to be repeated -- as is the case with long-lived utility plant, the past relationships 
should be heavily discounted. This can be done by tempering the results of the 
statistical analysis of past retirementslremoval costs with some consideration of 
the dollar level of removal costs actually being experienced. In general, I would 
be reluctant to recommend a removal cost allowance that generated fewer 
dollars currently than the removal costs actually being incurred. 

Have others recognized the difficulty of estimating future salvage and plant 
removal costs? 

Examples include changes in requirements imposed by public authorities, changes in 
construction and removal methods, and changes in the relative price levels between the time of 
the plant's construction and the time of its retirement. 
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Yes. The NARUC's depreciation handbook, Public Utilitv Depreciation 
Practices, indicates that "[clertain regulatory agencies consider only gross 
salvage in depreciation studies and require that costs of removal be included as 
expenses in the year they are incurred." The Pennsylvania PUC adopted this 
practice because of the high level of uncertainty in forecasting plant removal 
costs. 

Also, I note that, like other corporate taxpayers, for Federal income tax 
purposes, MDU deducts plant removal costs when and as they are incurred 
rather than estimating these costs during the active service life of the plant (see 
tax deduction for "Expenses for the Retirement of Assets" reported on Statement 
K, Schedule K-I, page 2 of MDU's filing in this case). 

You indicated that recent salvage experience may not be indicative of the long- 
term future because of changes in piping materials. Have others recognized that 
salvage and plant removal costs might vary depending on the materials 
involved? 

Yes. The NARUC's Depreciation Practices manual instructs that: 

"These [historic] trends should not be considered the sole 
guide in predicting future salvage. Recognition should be given to 
changes that may cause deviations from past trends, such as the 
kinds of material to be removed in the future versus the kinds that 
have been removed, or changes in methods of removing plant from 
the way in which that plant had previously been removed ..." 
[Emphasis added.] 

Does MDU's system contain different pipe materials? 

Yes. As indicated in Exhibit-(RGT-I), Schedule 2, page 1, plastic pipe has 
displaced steel pipe as the "material of choice" for both Mains and Services on 
MDU's system and, as explained on Schedule 2, page 2, MDU in 1986 
embarked on a campaign to eliminate unprotected steel piping by 1999. 

What implications, if any, does this program have on the negative salvage issue 
that you raise in this case? 

The salvage and cost of removal experience used in the Stone & Webster study 
is heavily weighted with the cost of removing steel piping. The adoption of 
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plastic pipe as the "material of choice" for new installations and replacements 
and the accelerated removal of steel pipe means that the composition of the 
investment to which the depreciation rate will be applied is shifting away from 
steel and toward plastic pipe. it should be obvious that the application of a 
removal cost estimate based on experience with steel pipe to an investment 
base representing primarily plastic pipe would be wrong, yet that is the effect of 
relying on the analyses in the Stone & Webster report. 

You mentioned economies of scale that could be experienced with larger 
retirement projects. What scale economies are possible? 

MDU is permitted to abandon Mains and Services in place. Exhibit-(RGT-I), 
Schedule 2, pages 3 and 4 explain that, in general, the Company removes the 
existing pipe only when leaving it in place interferes with new construction. 
Obviously, retirement of a large section of the system for reasons of competitive 
obsolescence or exhaustion of gas supplies would not require it to incur much of 
the removal cost that would be incurred for a replacement. The facilities would 
be abandoned in place. 

Is it relevant to consider such a retirement in setting depreciation rates for plant 
that is more likely to be replaced? 

Yes, 1 believe that it is relevant to consider the "ultimate retirement" but I would 
not rely entirely upon this scenario -- first, because such costs would be at least 
as speculative as the estimates of removal costs associated with interim 
replacements and, secondly, because I believe it is appropriate for current 
ratepayers to make some contribution to removal costs that are likely to be 
incurred as plant is replaced. 

Doesn't the issue of intergenerational equity arise if ratepayers are not paying 
the removal cost related to the plant that they are using as they use it? 

It does, but one need not agonize over a precise matching of these costs 
inasmuch as the decision to replace a main or service, giving rise to the removal 
cost, is often made to obtain a benefit for a future ratepayer, such as to increase 
delivery capacity, to improve pipeline safety or to reduce maintenance costs that 
otherwise would be incurred in the future. (see Exhibit-(RGT-I), Schedule 2, 
pages 5-6). 

You explained earlier that a depreciation rate is designed to allocate the cost of 
plant, adjusted for net salvage, over its useful life. Are there elements of the 
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depreciation rates other than the salvage and cost of removal allowances which 
might allow MDU to recover its investments in Mains and Services more quickly 
than is necessary? 

Yes. The average service lives for both accounts are conservatively short based 
on the results of the Stone & Webster analyses and they are relatively shorter 
than the service lives reflected in the rates used by other companies for these 
investments. 

For example, in Exhibit-(RGT-I), Schedule 2, page 7, MDU 
acknowledges that the 36-year average service life used for Mains is based on a 
statistical test yielding an indicated 37.30 years and that Stone & Webster's 
alternative analyses yielded service lives of 38 and 41 years. The same data 
response indicates that other gas utilities are using service lives averaging 49.7 
years (North Central region) and 54 years (nationwide) for Mains. These data 
suggest that the 36-year life for Mains reflected in both MDU's proposed rate 
and my recommended rate for Mains may prove to be shorter than is necessary. 

For Services, MDU indicates on page 8 of Schedule 2 that the adopted 
34-year life is based on a statistical analysis suggesting a somewhat shorter 
32.65 years. However, the Company also indicates that alternative analyses 
yielded service lives of 36 and 39 years and that the service lives used by gas 
utilities nationally (as reported by AGNEEI) average 38.8 years. 

I am not recommending the use of longer lives for these accounts based 
on these considerations; this is not warranted because, as I indicated earlier, the 
lives selected by Stone & Webster are reasonably supported by the consultant's 
statistical analyses of MDU's experience. Nevertheless, the experience of other 
companies and his alternative analyses of MDU's experience suggest that the 
selected lives may be increasing the depreciation rate above that which, 
ultimately, will prove to be required. If so, MDU's depreciation rates for these 
accounts will either recover the plant costs over a period shorter than the actual 
remaining life or provide a "cushion" which will offset any removal costs that are 
not explicitly provided for in the negative salvage allowances. 

IV. Federal Income Taxes 

Q. What does MDU claim as an allowance for Federal income taxes? 

A. As explained by Ms. Mulkern (Testimony, page 8) and illustrated on page 7 of 
Statement K, the Company claims an allowance for currently payable Federal 
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income taxes that is the product of its projected test year taxable income and 
the currently-effective corporate tax rate of 35%. 

Parenthetically, the amounts shown on page 7 of Statement K for the 
projected 2003 test year are negative because, without the proposed rate 
increase, the Company projects that it will have a taxable loss. With the 
proposed increase, the claimed allowance for current income taxes is $1 39,846, 
as shown on page 3 of Ms. Mulkern's Exhibit N o . ( R A M - 1 ) .  

Does Montana-Dakota Utilities Co. actually file a tax return with the internal 
Revenue Service? 

No. Montana-Dakota Utilities Co. ("MDU") does not file a return with the IRS. 
MDU, which is a division of MDU Resources Group, Inc. ("Resources"), is joined 
with the remainder of Resources and with ResourcesJ eligible subsidiaries in the 
filing of a consolidated Federal income tax return. This is illustrated on 
Schedule K-3 of Statement K for the year 2001 - the most recent year for which 
data were available when MDU made its rate filing. 

What are the ratemaking implications of the consolidated tax return filing? 

If utility rates are to be based on costs that are actually incurred then it is 
imperative that the allowance for current Federal income taxes recognize any 
cost savings achieved through the filing of the consolidated tax return. 

Are tax savings realized by MDU Resources, Inc. through the filing of a 
consolidated tax return? 

Yes. As Schedule K-3 shows, some participants in the consolidated return had 
taxable losses while others had taxable income in 2001. Reducing the 
combined taxable income of the companies with positive taxable income by the 
combined losses of the remaining companies, results in a consolidated tax 
liability that is less than the sum of the tax liabilities that would be incurred if 
those companies with positive taxable income filed individual returns. 

MDU Resources, Inc. has minimized its corporate tax liability in this 
manner in each of the last three years, 1999 through 2001. 

What is the magnitude of these savings? 
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I prepared Exhibit N o . ( R G T - 2 )  to measure the savings and to allocate a 
portion of them to MDU and its gas operations in South Dakota. On page 2, for 
each year, 1999-2001, 1 tabulated the taxable income of participating companies 
with taxable income and the taxable losses of tax loss companies. The three 
years' experience is averaged and shows that MDU Resources was able to 
reduce the $1 58.6 million of taxable income generated by those companies with 
taxable income to a consolidated taxable income of $1 10.0 million. The 
reduction is achieved by using the $48.6 million of taxable losses generated by 
the remaining companies. 

Based on its approximately 25 percent contribution to the taxable income 
of the income-generating companies, $12.4 million of this reduction in taxable 
income is allocable to Montana-Dakota Utilities which, at the present 35% 
Federal corporate tax rate, represents a tax savings of $4.3 million. As shown 
on page 1 of my exhibit, $218,593 of these savings are allocable to MDU1s Gas 
operations in South Dakota. 

Is it not possible that some of the companies contributing tax losses might be 
able to carry-back or carry-forward those losses to other years? 

Yes, but only if they filed their tax returns independently, i.e. a separate return. 
But that is not possible once the decision is made by Resources to file a 
consolidated return and, thereby, to take immediate advantage of tax losses as 
they are generated. Moreover, in utility ratemaking the relevant consideration is 
not whether certain companies regularly contribute tax losses that they could 
never utilize on a separate return basis but that such losses occur regularly 
within the group. The evidence here is clear that, at least in the last three years, 
there have been substantial losses within the MDU Resources Group, allowing it 
to minimize its tax payments. 

Is MDU exposed to any risk as a member of the Resources consolidated group? 

Yes. Treasury Regulation 1 .I 502-6 provides that each member of a group filing 
a consolidated return is severally liable for the entire tax owed by the group. 
Thus MDU and its ratepayers could be encumbered with a liability much greater 
than the taxes that it would incur if filing a separate return. 

Have you given any special instructions to Mr. Senger as to how the 
consolidated tax savings adjustment should be applied to his determination of 
the revenue requirement? 
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I A. Yes. I have indicated to him that the $218,593 adjustment should be used to 
2 reduce income taxes currently payable at the required revenue level. If taxes 
3 currently payable should be less than the adjustment, the applied adjustment 
4 should be capped at the level of taxes payable. That is, there should be no 
5 negative tax payable and there should be no reduction in deferred income taxes. 

6 VI. Class Cost of Service Study 

What is a class cost of service study? 

A class cost of service study is a functional analysis of the utility's 
operations and costs by which the analyst measures the relative 
responsibility of each customer class for the utility's total annual cost of 
service or revenue requirement. The results of the cost of service study 
are used to determine how the utility's presently-effective service rates 
should be adjusted to achieve equity between the utility and its customers 
and among the utility's various classes of ratepayers. Also, information 
obtainable from the class cost of service study can be used to establish 
specific rate elements. 

Did MDU prepare a class cost of service study for this case? 

Yes. The cost of service study is incorporated in its rate filing as Schedule N, 
with three parts consisting of 42 pages. The study is sponsored by the 
Company's Pricing and Tariff Manager, Ms. Tamie A. Aberle. 

The Company's embedded cost study is presented on two bases -- one 
reflecting its operating results for the Year ended June 30, 2002, and the other 
reflecting its claimed Projected 2003 costs. The results are summarized on 
pages 6 and 7 (2002) and pages 4 and 5 (2003) of Part A of Statement N. The 
2003 cost study reflects the operating expenses and rate base investments that 
constitute MDU's claimed South Dakota revenue requirement, summarized on 
page 3 of Ms. Rita Mulkernls Exhibit(RAM-1). This is the revenue 
requirement which leads to the Company's request for a rate increase of 
$2,173,724. 

Ms. Aberle's cost study allocates the annual revenue requirement among 
six classes of customers including the large classes of Residential and Firm 
General service customers and smaller Firm Contract, Air Force, Small 
lnterruptible and Large Interruptible users. 
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What are the rate increases proposed by the Company based on its class 
cost study? 

The Company is seeking a $2.1 73 million increase in annual revenues 
based on its projected 2003 sales volumes -- a 5.8% rate increase in 
existing rate revenue, including the December 2002 Purchased Gas Cost 
Adjustment ("PGA") (Exhibit N o . ( T A A - I ) .  Because the cost study 
suggests that the return on rate base earned by all other classes exceeds 
the overall return which MDU says it requires, all of the increase is 
allocated to the Residential and Firm General service classes. The 
Company proposes to increase Residential rates by 5.8% with Firm 
General service rates up by 8.4%. 

However, as I mentioned, these percentage increases represent, for each 
class, the impact of the proposed rate changes on the customers' total bills. But 
the proposed rate increase is unrelated to changes in the Company's gas supply 
costs and the filing proposes no change in the PGA portion of customers' bills 
through which such costs are recovered. A more meaningful assessment of the 
size of the rate increase requires comparing the proposed increase to the non- 
PGA portion of customer bills. This comparison indicates that the Company's 
proposal is for very substantial increases in the recovery of non-gas costs - 
about 13% for Residential customers and 15% for Firm General service 
customers. 

What is your assessment of the Company's class cost of service study 
and its application in the determination of the proposed rates for each 
class? 

I do not disagree with many aspects of Ms. Aberle's cost analysis, but I do 
not agree with her treatment of a significant portion (36%) of distribution 
Mains as being related to the number of customers served. These so- 
called "customer-related" costs are allocated among the customer classes 
on the basis of the relative number of customers served in each class 
while the remaining Mains' costs (64%) are allocated on the basis of each 
class' requirements for pipeline capacity, measured by class usage during 
a 2-day peak period. 

The effect of the Company's treatment of these costs is to 
overstate the total costs allocated to Residential customers and to 
understate costs to other classes. The use of these overstated costs to 
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design the proposed rates places a larger-than-justified share of the proposed 
rate increase on these customers. 

Why is it not appropriate to treat these costs as customer-related and 
allocated among the classes on the basis of the relative number of 
customers in each class? 

The concept that each customer is responsible for an equal amount of the 
cost of this portion of Mains is inconsistent with the manner by which 
these costs are incurred by the gas utility and it is unrelated to the gas 
customer's service objectives. Also, the determination of that portion of 
the cost of Mains which is deemed to be customer-related is hypothetical 
and unreliable. 

Gas distribution networks generally are the result of system 
expansion over long periods of time into new service territories in 
response to area development. The networks are expanded, periodically, 
into new territory to satisfy the aggregate gas service requirements of the 
service areas, reflecting a mix of customer types and end uses. They also 
grow to satisfy changes in the requirements of customers in existing 
service areas. Obviously, customers are attached to the network 
individually but the distribution system is designed and constructed to 
serve an aggregation of loads -- or potential loads -- in a geographical 
area. In addition, from the customer's perspective, the distribution Mains 
are desired as a source of gas supply -- not merely as a facility that exists 
merely for access. 

Furthermore, unlike a meter, regulator and service line which are 
dedicated in their entirety to a customer, there is no physically identifiable 
"customer component" of Mains. MDU creates this component by hypothesizing 
a system of "zero or minimum size main necessary to connect a customer to the 
system" (see Exhib i t (RGT-3) ,  Schedule 4, pages 1-2). This hypothetical 
system is the length of MDU's distribution systems (2,301 miles of steel Mains 
plus 2,163 miles of plastic Mains) priced at either the average cost per foot of 
the smallest size pipe of that material or at the "zero intercept" cost per foot 
gleaned from relationship of pipe size to cost. The zero intercept purports to 
represent the theoretical cost of a Main with no capacity. As indicated at the 
bottom of page 2 of Schedule 4, plastic mains are priced at the cost per foot of 
the smallest size pipe (0.5 inch @ $0.86520 per foot) while steel mains are 
priced at the zero intercept cost of $1.49489 per foot to calculate a Total 
Customer Component of $28,043,257 (35.8% of the total Mains investment). 
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But any number of greatly varying results could be obtained from MDUJs 
data. For example, if steel mains had been priced -- as plastic was priced -- at 
the minimum size cost level ($0.73865 per foot) instead of the zero intercept cost 
($1.49489), the Total Customer Component would have been lower by $9.2 
million ([$I .49489 minus $0.738651 times 12,150,547 feet). Or, if steel had 
been priced at the cost used for plastic pipe -- in recognition of the fact that 
plastic is superseding steel and that the purpose of this theoretical exercise is 
merely to connect customers -- the Total Customer Component would have been 
lower by $7.7 million. Moreover, although the cost per foot for plastic pipe is 
indeed the cost per foot of the smallest size plastic pipe, it is not the lowest cost; 
the cost per foot of I .25 inch pipe is modestly lower. And, in any event, one 
would have to recognize that either plastic pipe cost (0.5 or 1.25 inch) has 
delivery capacity - a fact that is inconsistent with the effort to identify a pure 
"customer component". 

Are there other problems with the "minimum system" hypothesized by MDU? 

Yes. Another conceptual defect is the supposition that an efficient "minimum 
system" would measure 4,464 miles in length. This mileage represents MDUJs 
existing systems built over many years. At the time of the Stone & Webster 
depreciation study which I referred to earlier in my testimony, some of the 
surviving Mains had been installed as early as 1944. Obviously, the system was 
built in response to changing requirements as the needs arose; it is not 
necessarily the "minimum system" that would be required merely to connect 
now-existing customers to the system. 

If it is not appropriate to allocate these costs on a customer basis, how 
should they be classified and allocated? 

The allocation method should recognize the relative service requirements 
imposed by customers inasmuch as the system has been designed and 
constructed -- and costs incurred -- to satisfy these gas delivery 
requirements. Consequently, I would allocate Mains on the basis of 
customersJ use of the system, measured either by their volumetric 
requirements (annual "throughput") or maximum requirements (e.g. peak 
use requirements). Because distribution Mains must be built large 
enough to satisfy peak requirements, thereby increasing their cost, I 
recommend that they be allocated on the basis of class peak demands -- 
in this case I would use the 2-Day Peak that is the second component of 
the Company's allocator. 



SDPUC Docket No. NG02-011 Testimony of Robert G. Towers 

How does the change in allocations that you are proposing affect the cost 
of service by rate class? 

Schedule 3 of Exhibit- (RGT-3) is a recalculation of the Projected 2003 class 
cost of service study presented by Ms. Aberle and summarized in Statement N, 
Part A, on page 4. The recalculation reflects only one change in MDU's 
calculations - use of the 2-day Peak factor to allocate Mains in place of the 
composite factor used by Ms. Aberle. Of course, changing that factor affects the 
allocation of other costs that follow the Mains allocation. 

The Total South Dakota column on my Schedule 3 matches the 
corresponding column in Ms. Aberle's cost study; both indicate an overall rate of 
return earned of 2.381 % before any rate increase. The effect of the change in 
allocations is reflected in the following comparisons of the rates of return earned 
by each class. 

Customer Rate of Return Earned w1Present Rates 
Class MDU Allocations Staff Allocations 

Residential 2.073% 4.21 3% 
Firm General (1.376) (4.012) 
Firm Contract 85.366 51 . I  13 
Air Force 65.914 65.91 4 
Small Interruptible 25.454 20.772 
Large Interruptible 33.399 21.469 

The implications of these returns are two-fold. First, the effect of the 
allocation change on Firm Contract and Air Force customers as well as the 
Small and Large interruptible users is not significant. Both allocation methods 
indicate that existing rates applicable to these customers should not be 
increased. Specific rate components may require adjustment, but there is no 
need for a general rate increase to these customers because the rates of return 
are well above the required level measured by any party's rate of return 
recommendation and because Staff's lower revenue requirement determination 
would serve only to increase the calculated rates of return. 

Second, the end result of the allocation method that I propose is a shift in 
costs away from the Residential class and to all other classes (except the Air 
Force). Most significantly affected is the Firm General service class. 
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Incidentally, Mr. Towers, does your use of the Company's Projected 2003 cost 
study reflect your endorsement of that period as a test year or of the overall 
revenue requirement developed by the Company? 

No. I have used the Company's cost of service study to illustrate the differences 
between our allocations without confusing the allocation changes with the effects 
of the test year selection or the level of costs reflected in the Staff and Company 
determinations of revenue requirements. Staff is using a test year based on 
actual operating results for the year ended June 30, 2002, adjusted for known 
and measurable changes and has made an independent determination of the 
required rate increase. 

What are the implications of your allocation study on the distribution of any rate 
increase that might be justified? 

As explained by Ms. Aberle, MDU has proposed to allocate its claimed revenue 
deficiency of $2,173,118 by first increasing the Firm General service customers 
rates to produce the 10.3% overall rate of return it is claiming. Residential 
customers are allocated the remainder. I prepared two calculations to show the 
effect of this distribution on the class rates of return reflecting both MDU's 
allocation method and the method that I recommend. Exhibit-(RGT-3), 
Schedule 2, page 1 reflects the Company's allocation method and shows, as Ms. 
Aberle explained, that its distribution of the rate increase resulted in a rate of 
return for the Firm General service class that closely matches the overall rate of 
return. Page 2 of Schedule 2, reflecting my allocation method, shows however 
that the Company's distribution of the rate increase achieves only a 5.96% rate 
of return from this class but that its revenue distribution raises the Residential 
rate of return well above the 10.3% overall objective return. 

Similar results are indicated on Schedule 1 of Exhibit-(RGT-3) for the 
unadjusted year ended June 30, 2002 and reflecting my  allocation^.^ This is the 
period which is the starting point for Staff's determination of MDU's revenue 
requirement, summarized in Mr. Senger's presentation. 

Given these results, how should the revenue increase recommended by Staff be 
allocated among the classes? 

The corresponding calculation reflecting the Company's allocations can be found on 
page 6, Part A of Statement N. 
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Schedule 1 of Exhibit-(RGT-3) shows that, while the return earned from 
Residential customers with present rates (7.1 77%) is about ten percent above 
the system average (6.594%), the Firm General service class return is negative. 
As in the other (2003) analyses, other classes are shown to produce returns that 
are much higher than average. I therefore recommend assigning the entire rate 
increase recommended by Staff to the Firm General service class. This will 
reduce the difference between the returns earned from the Residential and Firm 
General service classes but will not eliminate it. An increase of $250,000 to the 
Firm General service class would raise the class return to a positive 1 %, still well 
below the 7.2% Residential class return and the overall return of 6.6%. 

11 As I mentioned earlier, a $250,000 rate increase to the Firm General 
12 service class is substantially less than the $970,000 which MDU proposes for 
13 this class. 

14 VII. Customer Service Charaes 

What changes has the Company proposed in its monthly customer Service 
Charges? 

The Company proposes to establish a "Basic Service Charge" applicable to 
each customer class that is "closer to the customer cost level identified in the 
Class Cost of Service Study". (Aberle testimony, page 6). Also, it proposes to 
convert the Service Charge from a uniform monthly charge to a daily charge to 
reflect any variations in the length of the billing period. Mr. Bettmann will 
address the latter change. For Residential customers with small meters (the 
dominant service condition), the Company would increase the present monthly 
"Base Rate" by 82%, from $7.00 to a per day Basic Service Charge of $0.42, 
equivalent to an average monthly charge of $12.77. 

For Firm General service customers with small meters, the corresponding 
increase is from a monthly charge of $7.50 to a per day charge of $0.90, 
equivalent to an average monthly charge of $27.37 -- an increase of 260%. For 
Firm General service customer with large meters, the increase is the same 260% 
- $15.00 to a monthly equivalent of $54.72. 

Are these charges cost-justified? 

No. The purported cost justification for the proposed Service Charges is found 
on pages 1 through 3 of Part A of MDU's filing Statement N. For example, page 
1 tabulates the costs for Residential and Firm General service customers which, 
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in its comprehensive class cost of service study, are classified as "Customer" 
costs and allocated to these classes. The cost per customer per month for 
Residential customers of $1 6.046 is the Company's justification for the proposed 
charge of $12.77. Similarly, the $39.285 cost per customer is said to justify the 
$27.37 and $54.72 monthly charges to Firm General service customers. 

The "Customer" costs are greatly overstated. In addition to the fact that 
the costs are based on all of the Company's Projected 2003 cost claims in this 
case, many of the costs reflected in the class cost of service study do not vary 
as customers are added or leave the system. It is neither necessary nor 
appropriate to require that such costs be recovered in a fixed monthly (or daily) 
service charge. 

What are some of the costs that do not vary as customers are added or 
removed? 

The costs that do not change incrementally as the number of customers may 
change include the customer component of Mains (which I have recommended 
be reclassified as demand-related), administrative costs and various overhead- 
type costs. This is to be contrasted with other costs that would change 
significantly with the number of customers, such as the cost of installed meters, 
regulators and service lines. 

Please explain. 

The cost of service associated with distribution Mains would be unaffected by 
the addition of a customer that an be connected with a service line that taps into 
the Company's existing distribution network. Main extensions are typically made 
when they are deemed to be economically feasible, which means supported by 
revenues from multiple customers (or contributions in aid of construction). In my 
view, Mains should not be regarded as a "customer cost" to be considered in 
establishing a fixed-rate monthly service charge that would generate increased 
or decreased revenues for the Company as the number of customers changes. 

Similarly, overhead costs are not driven by any demand for more or fewer 
service lines; they are related to Services only in the sense that the Services 
function is one of the functions required for the operation of the Company's 
integrated gas distribution system and the overhead costs are required by the 
totality of these functions. The fact that it is necessary in preparing a class cost 
allocation study to devise a method of allocating all of these costs among 
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customer classes does not require that the overhead-type costs be considered 
in designing the rates within each class. 

How should one measure the costs that properly might be recoverable in 
a monthly service charge? 

I would limit a customer service charge to the costs that are directly related to a 
customer's attachment to the system. These are the categories of costs that 
would be affected, incrementally, when a customer is added to the system. The 
costs would include the carrying charges on investment and the operating 
expenses related to customer Services, Meters and Regulators as well as the 
costs of meter reading and billing. 

Is it necessary to recover all of these costs through the service charge? 

No. While all of these costs could properly be recovered in a monthly 
service charge, they need not be recovered in this manner. Obviously, 
assigning a portion of these costs to the commodity rate would still allow 
them to be recovered by the Company. 

Have you made a determination of MDU's direct customer-related costs 
in this case? 

Yes. 

What does your analysis show? 

Exhibit - (RGT-4) shows my determination of these costs for each 
class based on the Company's Projected 2003 class cost of service study, 
as modified to reflect my allocation of Mains in Exhibit-(RGT-3). 

The direct customer costs summarized in my calculations include 
the return and related income taxes on the Company's rate base 
investments in Services, Meters and Regulators; the operation and 
maintenance and depreciation expenses associated with the same 
facilities; and all customer accounting and meter reading expenses. 
Moreover, I emphasize that the cost levels reflected in Exhibit-(RGT-4) 
are the Company's claimed costs, not the lower costs reflected in Staff's 
determination of MDU's revenue requirement. 

How do your determinations compare with those made by the Company? 
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By focusing on the costs that are directly related to maintaining customer 
service, my determinations indicate customer costs for Residential 
customers of $6.08 per customer per month, as compared to the $16.046 
cost claimed by the Company. Similarly, my determination for the Firm 
General service customers is $1 7.48, down from the Company's claimed 
$39.285. 

How do your determinations of customer costs compare with the customer 
service charges that are presently in effect? 

For the Residential class, my cost determination ($6.08) is somewhat less 
than the presently-effective rate ($7.00), suggesting that no increase is 
necessary. The same conclusion can be drawn from a comparison of 
costs in the Firm General service class. 

I have no further questions at this time, Mr. Towers. 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Adjustment to Depreciation Expense to Reflect Staff-Proposed Depreciation Rates 
for Mains and Services 

Year Ended June 30,2002 

Account 
(A) 

Depreciation Rate & 
Salvage Allowance Annual Depreciation Expense 

Average Claimed WI Reduced MDU Staff 
Depreciable by MDU Net Negative Claimed Proposed 
Plant Salvage Rates Rates Impact 
(B) (C) (D) (E) (F) (G) 

Account 376 - Mains $17,208,291 4.18 3.68 $71 9,307 $633,265 ($86,041) 
-40% -30% 

Account 380 - Services $5,116,102 8.22 6.38 $420,544 $326,407 ($94,136) 
-140% -1 00% 

Total 

Sources: Statement D, Schedule D-3, page 1 
Response to Staff Request No. 11 
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MONTANA-DAKOTA UTILITIES COB 
SDPUC Docket No. NG02-011 

DOCKET NO. NG93-011 
RESPONSES TO FOURTH DATA =QUEST OF THE 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

DATED NOVEMBER 8,1993 

Request No. 7: For the vintages of mains that remain in service in Account 376, 
describe how the typical installation (or range of installations) 
has changed over time. Include references to the piping 
material, diameter and length; trench specifications; and 
geographic/topographic location. 

Response: Since the late 1960's, plastic pipe has replaced steel pipe as the 

material of choice for distribution mains and service lines. 

Today,plastic pipe accounts for more than 90% of the pipe 

installed in Montana-D akota's gas distribution systems. Plastic 

pipe is rated for 60 psig, which is adequate for most all of 

Montana-Dakota's systems. 

Today, Montana-Dakota operates most of their systems at 

pressures higher than those used prior to 1960. Because of this, 

the size of the piping installed is much smaller (YY to  W service 

Lines today vs. 1%" service lines installed in the 1950's). 

The trench specifications and geographic/topographic locations 

have not changed much since 1960. 
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MONTANA-DAKOTA UTILITIES CO. 
SDPUC Docket No. NG02-01 I 

DOCKET NO. NG93-011 
RESPONSES TO FOURTH DATA REQUEST OF THE 
SOUTH DAKOTA PUBLIC WLITIES COMMISSION 

DATED NOVEMBER 8,1993 

Request No. 8: Describe, and support with examples, how the causes of 
retirements may have changed over time on the MDU gas 
system. 

Response: The causes for retirements have not changed appreciably since 

1960. Montana-Dakota will replace and retire uncoated steel 

piping, which is without adequate cathodic protection. This type 

of pipe 'is being replaced because it is either beginning to fail or 

the potential for leakage is increasing. A bare pipe replacement 

program was developed in 1986. 

0 ther Plant items (i.e., meters ,and regulators) are replaced and 

, retired when the cost of maintenance nears that of a 

replacement unit. 
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MONTANA-DAKOTA UTILITIES CO. 
DOCKET NO. NG93-011 

RESPONSES TO FOURTH DATA REQUEST OF THE 
. . SOUTH DAKOTA PUBLIC UTILITIES COMMISSION - DATED NOVEMBER 8, JJ93 

Request No. 10: Is h4DU permitted to abandon any gas piping in place in any 
jurisdiction? Of so, explain where and under what 
cir cum t ances .) 

Response: Pipe is abandoned in all jurisdictions. Montana-Dakota is 

' required to maintain records identifying the location of 

abandoned pipe. 
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MONTANA-DAKOTA UTILITIES CO. 
DOCKET NO. NG93-011 

RESPONSES TO FOURTH DATA REQUEST OF THE 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

- DATED NOVEMER 8,1993 

Request No. 9: Describe MDU's policies and practices for removing Distribution 
rn,xins and gas Senices. Explaln any differences in governmental 
requirements among the states in 'which MDU provides gas 
service. 

Response: Removal of abandoned/retired distribution mains and services is 

not a. normal practice for Montana-Dako ta. Pipe is removed 

when necessary, to accommodate replacement work on new 

installations. 
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MONTANA-DA-KAKOT UTXLllTIES CO. 
DOCKET NO, NG93-011 

RESPONSES TO EIGHTH: DATA REQUEST OF THE 
SOU333 DAKOTA PUBLIC UTILITIES COMMISSION 

* DATED NOVEMBER 19,1993 
1 .  

Refer to the workpapers for Adjustment k 

. .,.. . . Requat NO. 2: For the item labelled budget number 018, "Main ~epiacemcntri to . - - ;..Iu<. ' a  , . p,>,.'.: . , 
ij.~.,:t,.i ;, comply with D.O.T. re,quirementsl': , 

. . . . 

. Response: 

a. What were the D.0.T. requirements for replacements? 
b. What was the physical condition, size, and composition of 

the pain replaced? 

a-b. In 1984 an agreement was reached with the Office of 

Pipehe Safety whereby Montana-Dakota would begin to 

replace old, uncoated steel lines rather than update them 

to meet .current DOT requirements. These lines are 

being replaced with plastic lines. 
; ' 

N o m a y ,  DOT does not require replacement of b e s ,  but 

does require maintenance measures which, for the 
. , 

uncoated steel lines, equals the cost of replacement with 

plastic lines. 
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MONTANA-DAKOTA UTILITIES CO. 
DOCKET NO, NG93-011 

RESPONSES TO NINTH DATA REQUEST OF THE 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

DATED DECEMBER 27,1993 

Request No. 1: On December 23, 1993, MDU faxed its response to Staffs data 
request 8-2. Provide the following in regard to that response: 

c. Provide the analysis which supports the statement in 
Response 8-2 that, for the pipe to be replaced, "maintenance 
measures ... equals the cost of replacement." Provide the 
specific replacementjmaintenance cost analyses performed in 
support of the 1984 agreement and the 1986 program. 

Response c. The primary concern is safety and compliance with federal 

guidelines regarding bare pipe. There was no specific cost 

analysis performed regarding replacement versus 

maintenance at the time the program was implemented. 

Montana-Dakota was aware, through leak surveys, that the 

bare pipe was beginning to fail'and that it had to be phased 

out over a period of years. Given that it had to be replaced 

in a relatively short time period, it was obviously less costly 

to simply replace it than to maintain it for a few years and 

then replace it. In addition, cathodi-c protection would have -. 

been required for maintenance which, for bare pipe, 

accelerates the deterioration in the short-term. 
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MONTANA-DAKOTA UTILITIES CO. SDPUC Docket No. NG02-011 

DOCKET NO. NG93-011 
RESPONSES TO FOURTH DATA REQUEST OF THE 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

DATED NOVEMBER 8,1993 

Request No. 15: Explain the large difference between the average service lives for 
Accounts 376 - Mains estimated by other utilities and reported in 
the above referenced AGA/EEI statistical report and the 35 
ye& life estimated by MDU. 

Response: The 36 year s e ~ c e  life recommended for Account 376-Mains is 

based on simulated plant balance tests, particularly the tests 

utilizing the most recent 20 and 30 years of balances. The 

precise first-in-first-out turnover for the account is 37.30 years. 

The two closest runner-up service lives, for Iowa Curves R3 and 

R4 are 41 and 38 years, respectively. 

The average service life for qains in the U.S. (1991-92 

AGA/EEI survey) is 54 years. The North Central region 

average is 49.7 years. ' 

The average of the longest-lived ten accounts is 75 years. The 

average of the shortest-lived ten accounts is 32.4 years. 

Obviously there are wide variations, based on a variety of unique 

factors. The recommended senice life of 36 years for Montana- 

Dakota is based on standard testing procedures using company 

data, not gdustry averages. 
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. . MONTANA-DAKOTA UTILITIES CO. 
DOCKET NO. NG93-011 

RESPONSES TO FOURTH DATA REQUEST OF TICE 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

DATED NOVEMBER 8,1993 

Request No. 16: Explain why MDU experience allegedly indicates an average 
service life for Account 380 - Services of only 34 years while 
other gas companies are claiming to experience average service 
lives in the range of 40 to 50 years for the same plant. 

Response: The 34 year service life recommended for Account 380-Services 

is based on simulated plant balance tests, particularly the tests 

utilizing the most recent 20 and 30 years of balances. The 

precise first-in-first-out turnover for the account is 32.65 years. 

The two closest runner-up service lives, for Iowa Curves R2 and 

R2.5 are 39 years and 36 years, respectively. 

The average s e ~ c e  life for services in the U.S. (1991-92 

AGA/EEI survey) is ,383 years. Other gas companies are 

reporting service lives from the high 50's to the mid-203, a wide 

range. The data presented by the survey represents approved 

lives, not merely claims. All of them may be presumed to be 

based on a variety of unique factors. The 34 years recommended 

for Montana-Dakota is based on standard testing procedures 

using company data. 
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Gas Utility - South Dakota 

Consolidated Federal Income Tax Savings 
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1 1999-2001 average taxable losses used to 
reduce the consolidated taxable income 
of MDU Resources Group, Inc. 

2 Allocated to Montana-Dakota Utilities Co. 

3 Consolidated tax savings @35% 

Allocation to operations: 
4 Gas utility 
5 Electric utility 
6 Non-utility 
7 Total 

Allocation to Gas utility - South Dakota 
8 Total Gas utility 
9 South Dakota 

Taxable Income 
Y.E. 6130102 

Amount Ratio 

Consolidated 
Tax 

Savings 

Sources: 
Column B: Lines 1-2 - Page 2 
Column C: Statement K, pages 1 and 4 



Allocation of Taxable Losses Used to Reduce Consolidated Tax Liability 
of MDU Resources Group 

1999 2000 2001 
Number Taxable Number Taxable Number Taxable 

Participating Companies Income(Loss) Income(Loss) Income(Loss) 

Companies with taxable income 
Rate-regulated 
MDU 
Williston Basin Interstate 

Unregulated companies 
Total wltaxable income 

Companies with taxable losses 12 ($30,396,945) 15 ($56,119,283) 14 ($59,440,331) 

Consolidated 43 $84,314,061 52 $68,824,079 59 $176,829,728 

Exhibit N o . ( R G T - 2 )  
Page 2 of 2 
SD PUC Docket NG02-011 

Averages Ratios 
Allocation of 
Avg.Taxable 

Losses 

($12,356,205) 
($5,468,523) 

($30,827,458) 
($48,652,186) 

Sources: Response to Staff Data Request No. 18 
Statement K, Schedule K-3 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
SUMMARY REPORT 

TWELVE MONTHS ENDED JUNE 30,2002 

Reflecting Class Cost of Service Allocations per Staff 

Per Books 
Operating Income and Total Firm Small Large 

Rate of Return South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Operating Revenues - Present rates $31,494,700 $1 7,173,625 $9,447,587 $2,664,977 $1,353,999 $430,289 $424,223 

Operating Expenses 
Cost of Gas 
Other O&M Expense 

Total Operation & Maint. Exp. 

Depreciation 
Taxes Other Than lncome Taxes 
Fed. & State Inc. Taxes - Current 
Deferred lncome Taxes 

Total Operating Expenses 

Operating lncome 

Rate Base 

Rate of Return 



MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Analysis of MDU's Proposed Spread of Requested Increase 
Reflecting Class Cost of Service Allocations per MDU 

Projected 2003 
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Firm Small Large 
South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

(B) 0 (Dl (El (F) (GI (HI 

1. Rate base per MDU cost study $17,793,766 $1 1,802,624 $5,397,473 $1 32,672 $20,979 $261,934 $178,084 

2. Operating income with present rates 
Rate of return earned 

3. MDU proposed revenue increase $2,173,380 $1,201,617 $971,351 $0 $1 50 $1 82 $80 
4. FIT & other taxes @ 35.15% 763,943 422.368 341.430 - 0 - 53 - 64 - 28 
5. Additional income produced by increase 1,409,437 779,249 629,921 0 97 118 52 

6. Operating income at MDU proposed rates $1,833,067 $1,023,935 $555,629 $1 13,257 $13,925 $66,791 $59,530 
7. Rate of return at proposed rates 10.30% - 8.68% 10.29% 85.37% 66.38% 25.50% 33.43% 



MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Analysis of MDU's Proposed Spread of Requested Increase 
Reflecting Class Cost of Service Allocations per Staff 

Projected 2003 
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Total Firm Small Large 
Item South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

(A) (B) ('7 (Dl (El (F) (GI (HI 

1 Rate base per Staff cost study $17,793,767 $10,737,105 $6,316,320 $1 97,021 $20,979 $292,391 $229,951 

2 Operating income with present rates 423,630 452,393 (253,399) 100,704 13,828 60,736 49,368 
3 Rate of return earned 2.381% 4.213% -4.012% 51.113% 65.914% 20.772% 21.469% 

4 MDU-proposed revenue increases $2,173,380 $1,201,617 $971,351 $0 $1 50 $182 $80 
5 FIT & other taxes @ 35.15% 763,943 422,368 341,430 0 53 64 28 
6 Additional income produced by increase $1,409,437 $779,249 $629,921 $0 $97 $118 $52 

7 Operating income at MDU-proposed rates $1,833,067 $1,231,642 $376,522 $1 00,704 $13,925 $60,854 $49,420 
8 Rate of return earned @ proposed rates 10.30% 11.47% 5.96% 51.11% 66.38% 20.81% 21.49% 



Response No. 24 
Attachment A 
Page 1 of 1 MONTANA-DAKOTA UTILITIES CO. 

GAS MAlN ANALYSIS 
DECEMBER 31,2001 

MILES OF PLANT 
MA1 N FOOTAGE INVESTMENT 

. ,- 
STEEL MAIN 

I). 
COSTIFOOT 

0.73865 
0.94849 
1.76689 
1.38497 
1 .I41 55 
2.52652 
1.3681 8 
5.09921 
6.36666 
3.81 916 
8.80925 
6.2071 8 
9.14080 
6.48837 
'5.11 180 

0.50 
0.75 
1 .oo 
1.25 
1.50 
2.00 
2.50 
3.00 
4.00 
5.00 
6.00 
7.00 
8.00 

10.00 
12.00 

Total Steel Main 

PLASTIC MAlN 

0.50 
0.75 
1 .oo 
1.25 
2.00 
3.00 
4.00 
6.00 
8-Jan 

Total Plastic Main 

Intercept: 
Steel Main 
Plastice Main 

Plastic: 
Minimum Size 
Total Feet 
Customer Component 

Steel: 
Zero Intercept 
Feet 
Customer Component Exhi bit N o . ( R G T - 3 )  

Schedule 4 
Page 2 of 2 
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Total Customer Component -- - Distribution Mains @ 12/01 
Customer Component 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 
Customer Cost Analysis 

Projected 2003 

Firm 
item Residential General Firm Contract Air Force 
(A) (B) ('4 (Dl (El 

Customer-related plant in service 
I. Service Regulators $505,226 $280,111 
2. Indust. Meas. & Reg. Sta. Eqpt. 
3. Services 
4. Meters 
5. Total customer plant in service 

6. Accumulated depreciation 
7. Accumulated deferred income taxes 
8. Accumulated investment tax credits 
9. Customer advances for construction 

10. Customer-related net plant 

Customer-related cost of service 
11. Rate of return @ 10.394% 
12. Income taxes on return 

Operating expenses 
13. Services 
14. Measuring stations - Industrial 
15. Meters and house regulators 
16. Customer installations 

Maintenance expenses 
17. Measuring stations - Industrial 
18. Services 
19. Meters and house regulators 
20. Customer accounts 
21. Meter reading 
22. Customer records & collection 
23. Miscellaneous customer accounts 
24. Customer service & information 
25. Employee pensions and benefits 
26. Depreciation expense 
27. Property taxes 

28. Customer-related cost of service 

29. Number of annual bills 

Small 
lnterru~tible 

(F) 

Large 
Interruptible 

(GI 

30. Customer cost per bill 
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STATEMENT OF EDUCATION AND EXPERIENCE 
ROBERT G. TOWERS 

Senior Consultant 
Chesapeake Regulatory Consultants, Inc. 

6837 Guilford Road 
Clarksville, MD 21 029-1 632 

443.535.0300 
FAX: 443.535.0301 

Mr. Towers is President of Chesapeake Regulatory Consultants, Inc. Over the past 
forty years he has assisted clients in dealing with a wide range of ratemaking policy, 
accounting, financial, economic and operational issues affecting rates and services offered 
by all types of utilities. He has testified in more than 200 public utility rate proceedings 
before regulatory commissions in 28 states and the District of Columbia, the Federal 
Energy Regulatory Commission and its predecessor the Federal Power Commission. 

EMPLOYMENT 

1986 - Present President and Senior Consultant 
Chesapeake Regulatory Consultants, Inc. 
Columbia, Maryland 

Vice President and Senior Consultant 
Hess & Lim, Inc. 
Greenbelt, Maryland 

Consultant 
Martin Toscan Bennett Associates 
Washington, D.C. 

As a consultant with each of the firms listed above, Mr. Towers participated 
extensively in wholesale and retail rate proceedings before federal and state regulatory 
agencies on behalf of the firms' clients. His participation has involved analyses of a broad 
range of ratemaking concepts, and specific accounting, financial, operational, allocation 
and rate design issues raised by the utility's rate filings or in client complaints. Specific 
tasks included analyses of the utility's operations and filed financial data, assistance with 
discovery and cross-examination, presentation of affirmative testimony, assistance with 
the preparation of legal briefs and other pleadings, and assistance in settlement 
negotiations. The subject utilities have included electric, gas, steam and water distribution 
companies; electric generating utilities; gas and products pipeline companies; waste water 
systems; transit companies; and telecommunication companies. 
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Clients served by Mr. Towers have included numerous state regulatory 
commissions and their staffs; consumer advocate agencies of state governments; federal 
government agencies as consumers of utility services; municipalities as consumers of 
utility services and as representatives of their citizens; municipal agencies; 
municipally-owned and cooperative utility systems; civic organizations; industrial 
consumers; and investor-owned utilities, principally as purchasers of utility services from 
other investor-owned companies. 

EDUCATION 

June I960 Bachelor of Science Degree in Economics 
University of Maryland 
College Park, Maryland 
Phi Eta Sigma and 
Phi Kappa Phi Honor Societies 

PROFESSIONAL ORGANIZATIONS 

American Economic Association 
American Water Works Association 

PUBLICATIONS & SPECIAL APPEARANCES 

Article "Cost of Debt Capital in Allowed Rates of 
Return" published in Public Utilities Fortnightly, Vol. 
68, No. 1. 

Paper "Ratemaking Consideration of Construction Work in 
Progress" presented to the Conference of State Utility 
Consumer Advocates, University of Chicago, June 1979. 

Paper on CWlP treatment presented to the lowa State 
Regulatory Conference, lowa State University, May 1980. 
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EXPERT TESTIMONY 

Mr. Towers has presented testimony to the following regulatory authorities in more 
than 200 proceedings. 

Arkansas Public Service Commission 
Connecticut Public Utilities Control Authority 
Colorado Public Utilities Commission 
Delaware Public Service Commission 
District of Columbia Public Service Commission 

Florida Public Service Commission 
Hawaii Public Utilities Commission 
Idaho Public Utilities Commission 
Iowa Public Utilities Board 
Maryland Public Service Commission 

Massachusetts Department of Public Utilities 
Minnesota Public Utilities Commission 
Mississippi Public Service Commission 
Montana Public Service Commission 
Nevada Public Service Commission 

New Mexico Public Service Commission 
New York Public Service Commission 
Ohio Public Utilities Commission 
Pennsylvania Public Utility Commission 
Rhode Island Public Utilities Commission 

South Dakota Public Utilities Commission 
Texas Public Utility Commission 
Texas Railroad Commission 
Utah Public Service Commission 
Vermont Public Service Board 

Virginia State Corporation Commission 
Washington Utilities and Transportation Commission 
West Virginia Public Service Commission 
Wisconsin Public Service Commission 
Wyoming Public Service Commission 

Federal Energy Regulatory Commission 
Federal Power Commission 
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P I E R R E ,  S O U T H  DAKOTA 5 7 5 0 1 - 0 1 6 0  
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April 30, 2003 

OF COUNSEL 

WARREN W. MAY 

GLENN W. MARTENS 1881-1963 

KARL GOLDSMITH 1885-1966 

TELEPHONE 
6 0 5  2 2 4 - 8 8 0 3  

TELECOPIER 
6 0 5  2 2 4 - 6 2 8 9  

E-MAIL 

APR 3 O 2003 dag@magt.com 

Public Utilities Commission 
500 East Capitol Avenue 
Pierre, South Dakota 57501 

RE: IN THE MATTER OF THE APPLICATION OF MONTANA-DAKOTA UTILITIES 
CO. FOR AUTHORITY TO INCREASE RATES FOR NATURAL GAS SERVICE 
Docket: NG02-011 
Our file: 4165 

Dear Pam: 

Enclosed are original and ten copies of a motion to continue the 
hearing and the procedural schedule in this matter. Please file 
the enclosure. 

With a copy of this letter, I 'am sending copies of the enclosure 
to the service list. 

Yours truly, 

MAY. ADAM. GERDES & THOMPSON LLP 

'\ m- DAVID A. GERDES 

DAG : mw 

Enclosures 

cc: Karen Cremer 
Dave Jacobson 
Don Ball 
Rita Mulkern 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) NGO2-011 C 
&. 

MONTANA-DAKOTA UTILITIES CO. FOR ) 
AUTHORITY TO INCREASE RATES FOR 1 BPI? 3 o 2003 
NATURAL G, F1S SERVICE 

RESCHEDULE THE HEARING 

Montana-Dakota Utilities Co., a Division of MDU Resources 
Group, Inc., (MDU) moves the Commission to continue the hearing of 
May 7 and 8, 2003, scheduled in this matter and set a new hearing 
date and procedural schedule. 

The justification for this motion is based upon the 
proposition that MDU has several simultaneous regulatory matters 
proceeding at the present time and the procedural schedule 
established by the Commission does not now permit MDU to properly 
prepare its rebuttal case according to the timeline established in 
the procedural schedule. Notwithstanding that MDU agreed to the 
procedural schedule several months ago, the unforeseen confluence 
of several matters occupying the time of MDU staff requires this 
request. Additionally, MDU cannot explore avenues of potential 
settlement with staff until after its rebuttal case has been 
completed. 

WHEREFORE MDU prays that the Commission continue the hearing 
set for May 7 and 8, 2003, in this matter and reestablish a 
procedural schedule in accordance with the relative positions of 
the parties. 

Dated this 9 day of April, 2003. 

MAY, ADAM, GERDES & THOMPSON LLP 

B 
DAVID A. GERDES 
Attorneys for MDU 
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 30 day of April, 2003, 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, to-wit: 

Karen Cremer 
Staff Attorney 
Public Utilities Commission 
State Capitol 
500 East Capitol Avenue 
Pierre, SD 57501-5070 

Dave Jacobson 
Staff Analyst 
Public Utilities Commission 
State Capitol 
500 East Capitol Avenue 
Pierre, SD 57501-5070 
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6 0 8 8 1  J. BENSON 

BRETT KOENECKE 

HAND DELIVERED 

L A W  O F F I C E S  

MAY, ADAM, GERDES & THOMPSON LLP 
5 0 3  S O U T H  P I E R R E  S T R E E T  

P.O.  BOX 160 

P I E R R E ,  SOUTH DAKOTA 57501-0160 

SINCE I B B I  

May 7, 2003 

Pam Bonrud, Executive Secretary 
Public Utilities Commission 
500 East Capitol Avenue 
Pierre, South Dakota 57501 

OF COUNSEL 
WARREN W. MAY 

GLENN W. MARTENS 1881-1963 
KARL GOLDSMlTH 1885-1966 

TELEPHONE 
6 0 5  2 2 4 - 8 8 0 3  

TELECOPIER 
6 0 5  2 2 4 - 6 2 8 9  

E-MAIL 
dag@magt.com 

RE: IN THE MATTER OF THE APPLICATION OF MONTANA-DAKOTA UTILITIES 
CO. FOR AUTHORITY TO INCREASE RATES FOR NATURAL GAS SERVICE 
Docket: NG02-011 
Our file: 4165 

Dear Executive Secretary Bonrud: 

Enclosed are original and ten copies of MDUrs Interrogatories and 
Requests for Production. Please file the enclosure. 

With a copy of this letter, I am sending copies of the enclosure 
to Commission Staff. 

Yours truly, 

MAY, ADAM, GERDES & THOMPSON LLP 
A/ 

-% 
DAVID A. GERDES 

DAG : mw 

Enclosures 

cc/enc: Karen Cremer 
Dave Jacobson 
Don Ball 
Rita Mulkern 



SOUTH DAKOTA PUBLIC 

BEFORE THE PUBLIC UTILITIES COMMI 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) NGO2-011 
MONTANA-DAKOTA UTILITIES CO. FOR 1 
AUTHORITY TO INCREASE RATES FOR ) 
NATURAL GAS SERVICE 1 

MDUfS INTERROGATORIES AND REQUESTS 
FOR PRODUCTION TO COMMISSION STAFF 

Pursuant to ARSD 20:10:01:22.01 and the South Dakota Rules of 
Civil Procedure ("SDRCP") Montana-Dakota Utilities Co., a Division 
of MDU Resources Group, Inc., ("MDU") submits the following 
interrogatories and requests for production to Commission Staff. 
These interrogatories and requests for production are collectively 
referred to as requests for discovery. 

In these requests for discovery, where knowledge or 
information in the possession of a party is requested, the request 
includes knowledge of the party's agents, representatives and 
attorneys. A request for the location of documents constitutes a 
request for the present address at which such documents are kept, 
if known, and if not known, the last address known and information 
as to their disposition. A request for production of documents 
includes a request for all components of the original document, and 
a request for all documents and their components within the 
category requested. "Custodian" means the person who has 
possession or control of documents, and a request for the identity 
of a custodian constitutes a request for the name, telephone number 
and present address of the custodian. 

"Identify" with respect to documents, means to state the date, 
title, subject matter, custodian and author of a document. 
"Identify" as to persons, means the name, address, telephone number 
and occupation of the person to which reference is made. These 
requests for discovery shall be deemed continuing so as to require 
seasonable supplemental answers if you or your agents, 
representatives or attorneys, obtain further information between 
the time answers are served and the time of final disposition of 
this proceeding. 



INTERROGATORIES AND REQUESTS FOR PRODUCTION 

You are hereby requested to answer the following 
interrogatories in the time and in the manner specified by SDRCP 33 
and 36. 

Attached hereto are Interrogatories and Requests for 
Production numbered 1 through 46, inclusive, which are incorporated 
herein by this reference. 

Dated this 7 day of May, 2003. 

MAY, ADAM, GERDES & THOMPSON LLP 

Attorneys for MDU 
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 7 day of May, 2003, 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, to-wit: 

Karen Cremer, Staff Attorney 
Public Utilities Commission 
State Capitol 
500 East Capitol Avenue 
Pierre, SD 57501-5070 

Dave Jacobson, Staff Analyst 
Public Utilities Commission 
State Capitol 
500 East Capitol Avenue 
Pierre, SD 57501-5070 

David A. Gerdes 



MONTANA-DAKOTA UTILITIES CO. 
DATA REQUESTS TO THE 

SOUTH DAKOTA PUBLIC UTILITIES COMMISSION STAFF 
DATED APRIL 29,2003 
DOCKET NO. NG02-011 

Basil L. Copeland 

Provide the workpapers that support the capital ratios and costs shown on Exhibit 
( B L C - I ) ,  Schedule 1. 

Piease piwide all wo;kpape;s, +hn+ -rn nn+ n hen ,;en v r r n t r i r l n r l  ;n r m n n n n n n  +n - 
11 la1 alc I l u L  utl lcl p l u v I u c u  11 I I c a p u 1  la= L u  a 

specific data request hereafter, and that were generated by (or on behalf of, or at 
the direction of) Witness Copeland in his analyses in this proceeding. This request 
covers the written Testimony and the accompanying exhibit. This request is 
intended to cover both (a) workpapers, generated by or on behalf of, but not relied 
upon by, Witness Copeland and (b) workpapers that were generated by or on 
behalf of, but that are not favorable to or consistent with the filed testimony 
presented by, Witness Copeland. Label all of the contents of such workpapers so 
that each of their links to the Testimony and/or exhibit is readily ascertainable. 

Refer to lines 18-23 of page 2 of the Testimony. For each "proceeding" of the "1 50 
proceedings" cited therein that have occurred within the last 5 years, please 
provide a full copy of the resulting testimony, irrespective of whether such 
testimony was sponsored by Witness Copeland. In so responding, please give 
separate response numbers, labels or other clear designations [e.g., (i), (ii), etc.] 
for each separate proceeding within the last 5 years. 

Referring to the Testimony from page 2, lines 18-23, in the current belief of 
Witness Copeland, in which other proceedings has Witness Copeland employed 
general or detailed analytic methodologies, in rate of return testimony, that differ 
from the methodologies contained in the current Testimony? For each such 
instance, describe in detail all the analytic and subjective factors responsible for 
using a different methodology, in such other proceedings by Witness Copeland. 
Furnish all explanatory and support materials relative to the instances that are 
pertinent hereto and are not provided in response to another data request herein. 

Referring to the Testimony from page 2, lines 18-23, in which other proceedings, if 
any, has any witness who testified on behalf of the South Dakota commission or 
its staff employed general or detailed analytic methodologies, in rate of return 
testimony, that differ from the methodologies contained in the current Testimony? 
For each such instance, describe in detail all the analytic and subjective factors 
responsible for using a different methodology, in such other proceedings by 
Witness Copeland. Furnish all explanatory and support materials relative to the 
instances that are responsive hereto, including testimony copies, data request 
response, hearing transcripts, workpapers, etc. 

Referring to the Testimony at page 6, lines 5-8, define the phrases "the same kind 
of incentive" and "competitive unregulated firm" as used therein. Provide all of the 
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copies of and/or citations to economic literature, data, empirical studies, specific 
tests, analytic criteria, and/or other bases relied upon by Witness Copeland, that 
support this cited conclusion. To the extent that each relevant nexus between (a) 
every such supplied item and (b) the conclusion of the witness is not readily 
ascertainable from the face of such materials, provide a detailed explanation of 
how sgzh materials s~pport  the zonzli;sions of LAJitness Copelaiid. 

7. Referring to the Testimony at page 8, lines 6-8, provide all citations to economic 
literature upon which Witness Copeland relied to reach that conclusion. Does 
Witness Copeland recall reading any materials, throughout his career, that 
supported a different conclusion? Provide citations or copies of all regulatory 
decisions, in any jurisdiction, that support the Testimony conclusions cited therein. 
Provide citations or copies of all regulatory decisions, in any jurisdictions, that 
would support a different conclusion than that contained in the Testimony. Have 
there been any other proceedings in which Witness Copeland has ever departed 
from the cited standard? For each such case, describe in detail all of the analytic 
and subjective factors responsible for that different methodology decision by 
Witness Copeland. Furnish all explanatory and support materials relative to the 
instances that are responsive hereto. 

8. Referring to the Testimony at page 8, lines 10-1 1, by what specific criteria has 
Witness Copeland determined that this particular methodology is accurate for 
these specific factual circumstances of MDU? Provide all copies of or citations to 
economic literature, data, empirical studies, specific tests, analytic criteria, and/or 
other bases that were relied upon by Witness Copeland to reach that conclusion. 
To the extent that each relevant nexus between (a) every such supplied item and 
(b) the conclusion of the witness is not readily ascertainable from the face of such 
materials, provide a detailed explanation of how such materials support the 
conclusions of Witness Copeland. 

9. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1977 "Double Leverage [.. .etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

10. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1978 "Alternative Cost of Capital [. . .etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 
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(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

11. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1979 "Estimates of the Cost of Capital [.. .etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

12. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1979 "The Cost of Equity Capital [...etc.In article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

13. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1981 "Capacity Planning [...etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

14. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the award winning 1982 article entitled "Inflation, Interest Rates and 
Equity Risk Premium" cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

15. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1983 "Do Stock Prices [. . .etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 
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16. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1984 "Inflation, Monetary Policy [. ..etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

17. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1984 "Ratemaking Treatment [. . .etc.IJ' article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

18. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1985 "Bailing Out [.. .etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

19. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1985 "Price Theory [. . . etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

20. Refer the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1987 "Capital Gains Taxes [. . .etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

21. Refer to the "PublicationsJ1 listing appearing after page 18 of the Testimony. With 
respect to the 1989 "Escape from the Black Hole of FERC [. . .etc.]" article cited 
therein: 

(a) Provide a full copy of such article; and, 
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(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

22. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1989 "Telecommunications Regulation [. . .etc.]" article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

23. Refer to the "Publications" listing appearing after page 18 of the Testimony. With 
respect to the 1991 "Procedural vs. Substantive Economic Due Process [. . .etc.]" 
article cited therein: 

(a) Provide a full copy of such article; and, 

(b) Does Witness Copeland know of any errors in such article? If so, describe 
and explain fully. 

24. Referring to Witness Exhibit (BLC-I), Schedule I ,  to the extent not otherwise 
furnished in response to other requests herein, provide excerpted copies of all 
original source materials and workpapers that support each of the entries on this 
schedule. Label all of the workpapers so that their link to each of the schedule 
data entries is readily ascertainable. 

25. Referring to Witness Exhibit (BLC-I), Schedule 2, provide excerpted copies of all 
original source materials and workpapers that support each of the entries on this 
schedule. Label all of the workpapers so that their link to each of the schedule 
data entries is readily ascertainable. 

26. Referring to Witness Exhibit (BLC-I), Schedule 3, provide excerpted copies of all 
original source materials and workpapers that support each of the entries on this 
schedule. Label all of the workpapers so that their link to each of the schedule 
data entries is readily ascertainable. 

27. Referring to Witness Exhibit (BLC-I), Schedule 4, provide excerpted copies of all 
original source materials and workpapers that support each of the entries on this 
schedule. Label all of the workpapers so that their link to each of the schedule 
data entries is readily ascertainable. 

28. Does Witness Copeland know of any errors in his Testimony and Exhibit? Provide 
a detailed explanation of the nature of and reason(s) for such errors, and provide 
the corrections thereto. 
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29. Furnish copies of all papers or speeches, authored or delivered by Witness 
Copeland in the last 5 years, that address energy regulatory matters. 

At page 9 of his direct testimony, Mr. Bettmann discusses his concerns with the 
Company's proposed DDSM mechanism. Specifically, at lines 18-21, he states 
that, "It is also possible that due to variations in the weather in different parts of the 
Company's service area, customers in one area maybe experiencing a colder or 
warmer heating season than in other areas and therefore those customers could 
receive or pay an unfair share of the DDSM adjustment." Please provide all 
studies or any other information relied upon by Mr. Bettmann to support this 
contention. 

At page 9, lines 24-26 of his direct testimony, Mr. Bettmann contends that one 
other option in lieu of the Company's proposed DDSM mechanism is "weather 
hedging." Please provide all information relied upon by Mr. Bettmann to make 
this claim, provide any information in his possession concerning the cost a utility 
would incur to purchase a weather hedge of the type envisioned in his testimony, 
and any examples of the use of weather hedging by utilities. 

At pages 9 and 10 of his direct testimony, Mr. Bettmann discusses a proposal 
submitted by Minnegasco for a weather normalization adjustment (WNA) clause. 
Please provide all information in Staff's possession that pertains to the "public 
input hearing" and "feedback" received by the Commission from Minnegasco's bill 
insert, in which it attempted to explain the WNA. In addition, please provide all 
information pertaining to Minnegasco's request that its application for the approval 
of the WNA tariff be withdrawn. 

At page 2 of his testimony, Mr. Bettmann states that a 65 degree day basis is 
"generally accepted as the temperature level where a building requires heating if 
the outside temperature drops below that point". Please provide copies of all 
studies relied upon that show that a 65 degree day basis is more reflective of use 
than a 60 degree day base. 

Robert Towers 

34. Please provide copies of all documents, workpapers and electronic files used or 
relied upon in preparing Mr. Tower's direct testimony and exhibits. 



MONTANA-DAKOTA UTILITIES CO. 
DATA REQUESTS TO THE 

SOUTH DAKOTA PUBLIC UTILITIES COMMISSION STAFF 
DATED APRIL 29,2003 
DOCKET NO. NG02-01 I 

At page 5 Mr. Towers discusses his contention that the Company's cost support 
for its Basic Service Charges is "greatly overstated" because it includes costs that 
are "not directly related to the service rendered to individual customers." 
Specifically, Mr. Towers states that "other non-assignable, overhead-type costs" 
that are treated by MDU as customer-related costs represent activities that are 
L L r n ~ a  ,,,U,I~U tir A hll ,, +h ,,,e t ~ t d i t y  ~f 211 system functims." On that basis, wefilci Mr. Tewers 
agree that a portion of those overhead-type costs is required to support the 
distribution mains function? If his response is no, please provide a complete 
explanation for his response. In addition, please identify all specific cost accounts 
"not directly related to the service rendered to individual customers." 

36. At page 5, Mr. Towers contends that if direct customer-related costs are recovered 
through non-gas commodity charges, thus "putting such costs at risk," that it 
provides the Company with "a cost control incentive." Please fully define the 
source and type of risk to which these costs would be subject and explain the 
basis for his statement that this risk would provide a cost control incentive not 
otherwise present. Provide examples of how he envisions this cost control 
technique would be implemented. 

37. Does Mr. Towers prefer using performance-based ratemaking instead of cost of 
service ratemaking for purposes of setting a utility's rates? Please fully explain 
the basis for his response and provide case references for any proceeding where 
he has supported the use of performance-based ratemaking concepts. 

38. In conducting an embedded class cost of service study, does Mr. Tower contend 
that costs should be evaluated and allocated to cost functions and classes of 
service on an incremental basis? If his response is yes, please provide a 
complete explanation of the basis for his response. 

39. At page 21 of his direct testimony, Mr. Towers contends that there are certain 
costs that do not change as the Company's number of customers change. 
Among these costs, he contends that "administrative costs and various overhead- 
type costs" do not vary with changes in the number of customers. Please specify 
each type of administrative and overhead cost that Mr. Tower believes does not 
vary with the number of customers, and provide all quantitative and qualitative 
support for his belief. 

40. For each type of administrative and overhead cost identified in Mr. Towers' 
response to Data Request No. 39 above, please indicate the allocation basis and 
related allocation factor(s) included in his class cost of service study that were 
used to assign each cost to the Company's various classes of service. 
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41. At page 22 of his direct testimony, Mr. Towers states his belief that customer- 
related costs need not be recovered in a monthly service charge and that, 
"(o)bviously, assigning a portion of these costs to the commodity rate would still 
allow them to be recovered by the Company." Please provide all documents or 
studies in Mr. Towers' possession to support his contention that the Company in 
C-n+ 6. mII., rnnn\,nrC +hfiem , - s ~ P + P  
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42. If Mr. Towers believes that no portion of the Company's administrative and 
overhead costs should be assigned to the customer cost function, would he agree 
that assigning these costs exclusively to the Company's demand and non-gas 
commodity related cost levels would result in an overstatement of those costs? If 
his response is no, please provide a complete explanation for his response. 

43. Please reconcile the difference in Mr. Towers' definition at page 22 of customer 
costs as "costs directly related to maintaining customer service" with his earlier 
characterization of customer costs on page 5 where he rejects certain costs as 
"independent of incremental changes in the customer population." 

44. Please provide a listing and definition of all of the "gas customer's service 
objectives" to which Mr. Towers refers on page 16 of his testimony. 

45. Please describe the distinction between Mr. Towers' view that, from a customer's 
perspective, distribution mains are a "source of gas supply" and not "a facility that 
exists merely for access" to that same gas supply. 

46. For each proceeding of the 200 proceedings cited on Appendix, page 3 please 
provide a full copy of any testimony where Mr. Towers proposed an adjustment to 
the allowance for federal and state income taxes which involved a consolidated tax 
savings adjustment or other adjustment similar to that which you have proposed in 
this case and the resulting orders. 
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On December 30, 2002, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills service 
territory. The application seeks an increase in rates in the approximate amount of $2,173,380 or 
=Ipprmimate!y 5.8%0. On January 16, 2003, the Commission suspended !he proposed schedu!e af 
rates for 90 days beyond January 30, 2003. On April I, 2003, Commission Staff recommended that 
the suspension of the tariff be further extended for 60 days. 

At its April 1, 2003, meeting, the Commission considered this matter. MDU concurred with 
Staffs recommendation. The Commission voted unanimously to grant the extension sought by 
Commission Staff. 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1-26 and 49- 
34A, including 1-26-1 8, 1-26-1 9, 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-8.1, 
49-34A-10, 49-34A-11, 49-34A-12, 49-34A-13, 49-34A-13.1, 49-34A-14, 49-34A-16, 49-34A-17, 49- 
34A-19, 49-34A-19.1, 49-34A-19.2, 49-34A-20, 49-34A-21, 49-34A-22, and 49-34A-23. 

By order dated March 20,2003, a hearing was scheduled for May 7 and 8,2003, beginning 
at 9:00 A.M., on May 7, 2003, in Room 412 of the State Capitol Building, 500 E. Capitol, Pierre, 
South Dakota. On April 30, 2003, the Commission received MDU's motion to continue and 
reschedule the hearing. 

At its May 6, 2003, meeting, the Commission considered this matter. MDU agreed to 
suspend implementing the proposed rate increase for 30 days after the June 29, 2003, expiration 
date. The Commission voted unanimously to grant the continuance. It is therefore 

ORDERED, that the hearing scheduled for May 7 and 8, 2003, is continued and a new 
hearing shall be rescheduled at a later time. 

d Dated at Pierre, South Dakota, this 1 k day of May, 2003. 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as listed on the docket sewice 
list, by facsimile or by first class mail, in properly 

Date: ?lo3 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 

ROBERT K. SAHR, chairman 
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Pam Bonrud, Executive Secretary 
Public Utilities Commission 
500 East Capitol Avenue 
Pierre, South Dakota 57501 

RE: IN THE MATTER OF THE APPLICATION OF MONTANA-DAKOTA 
UTILITIES CO. FOR AUTHORITY TO INCREASE RATES FOR NATURAL 
GAS SERVICE 
Docket: NG02-011 
Our file: 4165 

Dear Pam: 

Enclosed are original and ten copies of MDU's motion to extend 
an informal deadline established between the parties for 
filing of MDU's rebuttal testimony. Please file the 
enclosure. 

With a copy of this letter, I am forwarding a copy of the 
enclosure to the service list, this being intended as service 
by mailing. 

Yours truly, 

LLP 

DAG : mw 
Enclosures 
cc/enc: Karen Cremer 

Dave Jacobson 
Don Ball 
Rita Mulkern 
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MDU' S MOTION TO EXTEND DEADLINE 
FOR REBUTTAL TESTIMONY 

Montana-Dakota Utilities Co., a Division of MDU Resources 
Group, Inc., (MDU) moves that the informal deadline set for MDU's 
rebuttal testimony of May 23, 2003, be extended to a date to be 
agreed upon between the parties to the docket. 

This motion is based upon the proposition that MDU just 
received staff's responses to the bulk of MDUrs pending discovery 
on Wednesday, May 21. The materials are voluminous, constituting 
several hundred pages and the time necessary to incorporate that 
material into MDU's rebuttal testimony will extend beyond May 23. 
Because of the Memorial Day weekend and the planned absence of 
staff attorney Karen Cremer, it is impossible for the parties to 
agree upon an extended date prior to May 23. 

WHEREFORE MDU prays that the Commission grant this motion and 
extend the date for service of MDU's rebuttal testimony. 

Dated this 22nd day of May, 2003. 

MAY, ADAM, GERDES & THOMPSON LLP 

Attorneys for MDU 
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 22nd day of May, 2003, 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, to-wit: 

Karen Cremer 
Staff Attorney 
Public Utilities Commission 
State Capitol 
500 East Capitol Avenue 
Pierre, SD 57501-5070 

Dave Jacobson 
Staff Analyst 
Public Utilities Commission 
State Capitol 
500 East Capitol Avenue 
Pierre, SD 57501-5070 
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On December 30, 2002, Moniai-ia-Dakota Utilities Co. (PdDU), filed with the Public 
Utilities Commission (Commission) an application to increase natural gas rates in its Black 
Hills service territory. The application seeks an increase in rates in the approximate 
amount of $2,173,380 or approximately 5.8%. 

At its regularly scheduled meeting of January 16, 2003, the Commission found that 
pursuant to SDCL 49-1A-8, MDU shall be assessed a filing fee as requested by the 
executive director up to the statutory limit of $100,000. The Commission further 
established an interverition deadline of February 7, 2003. Pursuant to SDCL 49-34A-14, 
the Commission suspended the operation of the schedule of rates proposed by MDU for 
90 days beyond January 30, 2003. The Commission has jurisdiction in this matter 
pursuant to SDCL Chapters 1-26 and 49-34A, specifically 49-34A-4, 49-3419-6, 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, 49- 
34A-21. A hearing was scheduled for May 7 and 8, 2003. On April 30, 2003, the 
Commission received MDU's motion to continue and reschedule the hearing. At its May 
6, 2003, meeting, the Commission granted MDU's motion to continue and reschedule the 
hearing. 

A hearing shall be held beginning at 8:00 a.m., on June 24, 2003, in Room 412, 
continuing at 1:00 p.m., on June 25, 2003, in Room 413, and continuing at 8:00 a.m. on 
June 26, 2003, in Room 412, State Capitol, 500 East Capitol, Pierre, South Dakota. The 
hearing is open to the public. All persons testifying shall be subject to cross-examination. 

The issue at the hearing is whether the Commission shall grant MDU's request to 
implement revised natural gas rate schedules designed to produce additional revenues 
of $2,173.380. 

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



ORDERED, that the hearing shall commence at 8:00 a.m., on June 24, 2003, in 
Room 412, continuing at 1.00 p.m., on June 25, 2003, in Room 413, and continuing at 8:00 
a.m. on June 26, 2003, in Room 412, State Capitol, 500 East Capitol, Pierre, South 
Dakota. 

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

Dated at Pierre, South Dakota, this 3d day of June, 2003. 

CERTIFICATE OF SERVICE 

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

By: 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 

GARYWNSON, Commissioner 
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MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

BEFORE THE SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

DOCKET NO. NG02-01 I 

PREPARED REBUTTAL TESTIMONY OF 

J. STEPHEN GASKE 

Are you the same J. Stephen Gaske whose Prepared Direct Testimony was filed 

earlier in this proceeding? 

Yes. 

What is the purpose of this Prepared Rebuttal Testimony? 

Montana-Dakota Utilities Co. ("Montana-Dakota") has asked me to 

review and comment upon the Testimony filed by Basil L. Copeland on behalf of 

the Staff of the Public Utilities Commission of South Dakota ("Staff '). After 

review of this testimony I conclude that the allowed rate of return proposed by the 

Staff is below the cost of capital for Montana-Dakota's South Dakota natural gas 

distribution operations and would be insufficient to attract capital on reasonable 

terms. 

Would you please summarize your Prepared Rebuttal Testimony? 

There is one overarching flaw that permeates Mr. Copeland's entire 

testimony and ultimately renders his analyses and recommendation nearly useless 

for setting the allowed rate of return for Montana-Dakota's South Dakota natural 

gas distribution operations. This flaw is his belief that this Commission does not 

need to set an allowed rate of return that will attract capital for construction and 
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maintenance of natural gas distribution assets required to provide service to South 

Dakota customers. Instead, he contends that this Commission should set an 

allowed retum that is: 

" . . . fair to MDU's shareholders, and not necessarily to a 
particular segment of the business."' 

Indeed, as my rebuttal testimony shows, this overarching contention leads Mr. 

Copeland to adopt analytical methods that do not, and are not intended to, provide 

a rate of retum that will attract capital for investment in Montana-Dakota's South 

Dakota natural gas distribution operations. 

Mr. Copeland also makes several fundamental errors in calculating a 

required rate of retum that cause him to understate and incorrectly estimate the 

cost of capital for the proxy companies that he uses in his analysis. 

His first error comes in his selection of comparable companies since he 

has excluded from his group of proxy companies most of the large, well- 

recognized, publicly-traded natural gas distribution companies and instead 

primarily used companies that have no more than a minor portion of their 

revenues and assets associated with gas distribution operations. Because his study 

is based on proxy companies that are not primarily gas distribution companies, 

Mr. Copeland's analysis has little or no relevance for setting a rate of return for 

Montana-Dakota's gas distribution operations in this proceeding. 

-- 

' Testimony of Basil L. Copeland, SDPUC Docket No. NG02-011, page 8, lines 5-8, underscore in the 
original, bold italics added. 
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Next, he fails to provide an accurate estimate of the long-term growth rate 

that investors expect fiom the proxy companies because he places excess 

emphasis on Value Line short-term growth forecasts and does not recognize the 

nature and significance of earnings growth in the dividend discount model. 

Ivioreover, Mr. Copeland erred by not making a flotation cost adjustment 

to his DCF results in order to account for the fact that he is using investor return 

requirements in the secondary market for common stocks in order to estimate the 

cost of capital that Montana-Dakota requires in order to raise common equity 

funds in the primary market on reasonable terms. A correct calculation of the cost 

of capital requires a proper recognition of the difference between stock prices in 

secondary markets and the net proceeds that would be realized if a utility were to 

attempt to raise funds by issuing new common stock in the primary markets. 

Mr. Copeland's Capital Asset Pricing Model ("CAPM) analysis has no 

value for estimating the cost of capital since the CAPM model does not correctly 

measure and price risk and no longer can be considered to be a valid approach for 

estimating the cost of capital. In addition, in Mr. Copeland's testimony 

incorrectly measures the market premia required because he incorrectly relies 

upon geometric mean data for the market risk premium in circumstances that 

require use of an arithmetic mean. 

Finally, I will explain the errors that result from Mr. Copeland's 

misunderstanding of the role played by corporations as investment agents for 

shareholders. 
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How did Mr. Copeland calculate his recommended rate of return for this 

proceeding? 

As a proxy, he used a group of companies that he claims are ". . . 

comparable to MDU as a ~ h o l e . " ~  However, instead of using companies that are 

comparable to MDU as a whole, he used a group of ". . . 20 electric utilities with 

gas distribution ~~e ra t i ons . "~  Next, Mr. Copeland conducted his two variations of 

a DCF analysis on his electric utility group. He also performed a supplemental 

CAPM analysis on the electric utility group. In his two DCF analyses, the 

average and median rates of return sample group were between 9.83 and 9.88 

percent. Based on these results, he recommended an allowed rate of return of 

9.75 percent for Montana-Dakota's South Dakota gas distribution operations. In 

other words, he is recommending a return that is below the average indicated for 

his electric utility group. 

Non-Comparable Sample Group 

Have you compared the level of gas distribution operations conducted by the 

Moody's Natural Gas Distribution group, which you used in your anallysis, with 

the level of such operations conducted by Mr. Copeland's sample group? 

Yes. Exhibit No. ( J S G - 4 )  contains this comparison. All of the 

companies in the Moody's Gas Distribution group have a greater proportion of 

assets invested in gas distribution facilities than any of the companies in Mr. 

Copeland's sample group. Similarly, with one exception, all of the Moody's Gas 

' Id., page 8, lines 12-13. 
3 Id., page 8, lines 15-16. 
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Distribution companies derive a greater share of revenues than the companies in 

Mr. Copeland's sample group. 

Of even greater significance is the enormous disparity between the two 

groups. The Moody's Gas Distribution companies have a median of 89 percent 

of their assets engaged in gas dismbution operations, w'niie Mr. Copeiand's 

companies have a median of only 16 percent of assets engaged in natural gas 

distribution operations. Similarly, the median portion of revenues derived fi-om 

gas distribution operations is 75 percent for the Moody's Gas Distribution 

companies and only 22 percent for Mr. Copeland's group. 

All of the Moody's Gas Distribution companies have more than 50 percent 

of their assets and revenues associated with gas distribution operations. In most 

instances the gas distribution proportions for the Moody's companies exceed 70 

or 80 percent. In contrast, there are only four instances in which Mr. Copeland's 

companies have as much as 50 percent of their assets or revenues associated with 

gas distribution operations. Sempra (54%)' NISource (5 1%) and Vectren (50%) 

derive barely more than 50 percent of their revenues fi-om gas distribution 

operations while only Vectren (54%) has as much as 50 percent of its assets 

associated with gas distribution. In nearly all other instances, Mr. Copeland's 

companies have less than 30 percent of their assets and revenues associated with 

gas distribution operations. 

Clearly, the Moody's Gas Distribution companies provide a far superior 

proxy group for estimating the rate of return required for Montana-Dakota's 

natural gas distribution operations. On the other hand, Mr. Copeland's sample 
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1 group of companies generally have such a small proportion of their business 

2 involved with gas distribution operations that his study cannot tell us much, if 

3 anything, about the allowed rate of return that the Commission should adopt in 

4 this proceeding. 

-- Why did you indicate eariier that Mr. Copeiand incorrectiy ciaims to be using 

companies that are ". . . comparable to MDU as a whole?" 

Mr. Copeland argues that the correct comparable group of companies is a 

group that is similar to MDU Resources Group ("MDU") as a whole since a share 

of MDU stock carries an undivided ownership interest in all of MDUys segments 

and operations. Ignoring for the moment Mr. Copeland's misunderstanding of the 

investor and investment process that is relevant for this proceeding, his analysis is 

problematic because neither the parts, nor the sum of the parts, in h s  sample 

13 group bears much resemblance to MDU. MDUYs business and operating 

14 segments are as follows: 

15 
Assets - % Revenues % 

Electric Utility $310,519 11 $162,616 8 
Natural Gas Distribution 170,672 6 186,569 9 
(Third-Party) Utility Services 230,888 8 458,660 23 
Pipeline and Energy Services 302,972 11 110,224 5 
Natural Gas and Oil Production 554,420 19 148,158 7 
Construction Materials and 
Mining 1,137,697 40 962,3 12 47 
Independent Power Production 148,770 5 2,998 0 

16 
17 
18 Although each of Mr. Copeland's sample companies is an electric 

19 company with some gas distribution operations, none of his companies are 

20 heavily involved in competitive, cyclical businesses such as construction 
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materials and mining. But that is MDU's largest business. Nor do Mr. 

Copeland's sample companies have nearly the same level of involvement as 

MDU in gas pipeline and oil and gas production. Proportionately, MDU electric 

utility operations are similar in size to its utility services unit which acts as a 

general contractor providing construction or maintenance services to other 

utilities around the country and manufactures certain types of construction 

equipment. 

There is no evidence that Mr. Copeland has attempted to compile a sample 

group that includes companies involved in construction materials, mining, oil and 

gas production, contract services and independent power production. Thus, 

despite the claim that he is using a sample group of companies that is ". . . 

comparable to MDU as a whole . . .," it is clear that Mr. Copeland's sample group 

is neither comparable to MDU as a whole nor is it comparable to MDU's natural 

gas distribution operations. 

Do you agree that the appropriate sample group for this proceeding must 

coaatah compaaaiies that are s i d a r  to MDU Resources Group? 

No, this proceeding involves the just and reasonable rates and allowed rate 

of return for gas distribution operations, therefore, the appropriate sample group is 

companies that are primarily involved in gas distribution operations. 

If the Commission determines that it must set a return that is appropriate 

for natural gas distribution operations in this proceeding, Mr. Copeland's electric 

utility sample group should be rejected because it is not representative of, and is 

not meant to be representative of, natural gas distribution company operations. 
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Instead, the Moody's Natural Gas distribution company group provides the 

appropriate proxy group to use in this proceeding. 

On the other hand, if the Commission agrees with Mr. Copeland's 

assertion that the task at hand is to determine a rate of return for MDU's 

operahiis as a whole, iiidudiiig all hsiiless segnieiits, one must iise a sample 

group that includes companies with significant operations in construction 

materials, mining, contract services, oil and gas exploration and development, 

natural gas transmission and independent power production. Obviously, Mr. 

Copeland has not provided a sample group that is intended to be representative of 

these segments of MDU's operations. Instead, he has selectively ignored h s  own 

stated objective and chosen to use only companies that are primarily electric 

utilities with some gas distribution operations. As a result, without an additional 

13 inquiry into the level of returns that investors require to invest in businesses such 

14 as construction materials, mining, contracting, oil and gas production, etc., the 

15 Commission does not have evidence necessary to render a decision that fulfills 

16 Mr. Copeland's stated goal of setting a rate of return for MDU7s operations as a 

17 whole. 

18 Significance of Earninps Growth 

19 Q8. At pages 16-17 of his testimony Mr. Copeland criticizes your use of a 

20 combination of analysts' long-term earnings growth forecasts and the projected 

2 1 Value Line retention growth rate forecasts. Is his criticism valid? 

22 A. No. Mr. Copeland is under the mistaken impression that expected 

2 3 earnings growth, including expected growth due to retention and reinvestment of 
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earnings, is unrelated to expected future dividend growth. This mistake leads him 

to suggest at page 17, lines 1-5 that investors' expected growth rates in earnings 

are a fatally flawed measure of expected dividend growth. However, as every 

analyst knows, a company with good investment opportunities will often prefer to 

retain and reinvest its earnings rather than increase the dividend payout. So long 

as the retained earnings can be reinvested to earn at least the cost of capital, 

investors often are willing to forego near-term dividend increases and trade lower 

near-term growth in dividends for higher long-run growth in dividends. However, 

even in the relatively near term, the earnings growth rate is the best indicator of 

the expected long-term growth expected for dividends. 

The DCF model effectively requires an estimate of the implicit average 

long-run growth rate in dividends. However, in the long run it is earnings growth 

13 that is most important for investor expectations because at any given point in time 

14 the long-run dividend growth rate should approximately match the expected 

15 earnings growth rate. The near-term growth rates of earnings and dividends need 

16 not be equal for the expected long-term growth rates to be equal -- so long as the 

17 company continues to earn the cost of capital on earnings retained in the 

18 company, investors can expect that the time-weighted, long-run average growth 

19 rate in future dividends will reasonably approximate the expected long-term 

20 growth rate in earnings. 

21 Q9. At page 17, lines 6-8 Mr. Copeland states that "(w)hile dividends are arguably 

22 paid out of earnings, earnings growth is a reasonable proxy for dividend 
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growth only if the payout ratio is constant, an assumption simply not borne out 

under current market  condition^.'^ Is he correct in this reasoning? 

No. He is correct that dividends are paid out of earnings - that is the 

reason investors focus closely on long-term earnings forecasts and not necessarily 

on long-term dividend forecasts in evaluating co-on stock values, However, 

Mr. Copeland first errs by ignoring at this point in his testimony the ability of 

companies to trade off lower near-term dividend growth for even hgher long- 

term dividend growth, as described in the preceding answer. This trade-off often 

produces near-term earnings growth estimates that are higher than the near-term 

dividend growth estimates, but it does not necessarily mean that expected long- 

term dividend growth is equal to near-term dividend growth forecasts. 

His second error comes when he implicitly contradicts himself by 

13 observing that the consensuses of analysts' long-term earnings growth forecasts 

14 exceed Value Line's near-term dividend growth forecasts, and then concludes 

15 that: 

16 "This disparity reflects a projected near-telm decline in dividend 
17 payout, resulting in a rise in the earnings retention rate."4 

18 In fact, all of Mr. Copeland's arguments for why he places heavy emphasis on 

19 near-term dividend and book value growth appear to be based on the belief that all 

20 growth must come fi-om retained earnings. However, earnings growth also can be 

2 1 achieved from a financial perspective by selling new common stock at a price 

22 greater than book value (the "sv" growth component that Mr. Copeland has used 

23 in the past), paying down debt to reduce interest expenses, by borrowing to invest 

I 
Id., page 9, lines 14-16, emphasis added. 



Exhibit N o . ( J S G - 3 )  

in projects that have a return that exceeds the cost of debt, or by "monetizing" a 

portion of expected growth by selling at a multiple of book value lines of business 

that have high future growth and earnings potential. Some or all of these 

approaches are often pursued by companies to achieve growth. Mr. Copeland's 

reason for conduding that ''current market conditions" preclude the use of 

earnings growth forecasts as a proxy for dividend growth is undermined by the 

fact that companies often use various combinations of these means to grow more 

rapidly than the earnings retention rate would allow. Thus, earnings can grow 

more rapidly than dividends in the near-term without sacrificing future growth 

prospects. Analysts' forecasts generally include assessments of all of the methods 

of growth available to a company - not just the earnings retention growth. 

Consequently, these forecasts provide a better indicator of long-term dividend 

growth expectations than either a simple retention growth rate assumption or a 

near-term forecast of dividend growth. so that earnings, dividends and book value 

must proceed are mathematically linked so that other these factors must be 

Q10. How can a company grow by issuing common stock? 

A. A company that is able to issue stock at a price that exceeds book value 

and invest the proceeds in new projects that generate returns and values similar to 

its existing projects can maintain a continual growth rate in the earnings and 

dividends of its existing investors even if it does not increase its rate of return or 

reinvest any of its earnings. For example, a company that sustains a market-to- 

book ratio of 2.0 and issues new shares of stock to steadily increase the number of 

shares outstanding by 10 percent each year. As long as the proceeds from the new 
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Qi i .  

A. 

Ql2. 

A. 

shares are invested in projects that maintain the market-to-book ratio at a level of 

2.0, the company in this example can achieve a growth rate in its book value per 

share of 9.09 percent per year without retaining any earnings or otherwise 

sacrificing its dividend payout. 

Eiow is it possi'aie for a company to grow by borrowing? 

If a company can borrow to fund new projects that provide a return that 

exceeds the interest rate paid for the loan, the company can achieve growth in its 

earnings and dividends without either retaining earnings or issuing new common 

stock. For example, a company might borrow to invest in a project that earns an 

overall return of 15.5 percent. If the cost of debt is only 8 percent and the project 

also generates enough cash to repay the debt, the company can increase its 

earnings and dividends by undertaking this project. T h s  growth can be 

accomplished without retaining earnings or issuing new common stock. Once the 

project has generated sufficient cash flow to repay the debt undertaken to finance 

the project, all of the available return will go to the owners. 

Wow is it possible for a company to "monetize" expected future growth by 

selling assets at a multiple of the current book value or earnings? 

Very often a company's stock will trade at a rate above book value or at a 

high multiple of current earnings because investors expect earnings that exceed 

the cost of capital or substantial growth in the future from some or all of the 

company's current operations. Although these high earnings and growth 

expectations might be impounded in the stock price, thereby producing a lower 

dividend yield, the growth will not necessarily be realized for many years in the 
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1 future. However, the company may have opportunities to realize substantial 

2 growth in the near future merely by selling some of the assets that are expected to 

3 achieve high earnings and growth. For example, in 1995 The Williams 

4 Companies experienced 85.0 percent growth in its book value per share by selling 

5 a portion of its rapidly growing telecommunications operations. Thus, through 

6 the sale of certain assets, Williams was able to accelerate the realization of some 

7 of its expected growth without the need to invest in the future or retain earnings in 

8 order to fund that growth. 

9 Q13. What is the appropriate method for estimating the long-term dividend growth 

10 expectations of investors? 

11 A. The appropriate method depends in large part on the expected strategies 

12 and methods of operating that a specific company utilizes. However, any 

13 reasonable method must consider analysts' long-term earnings growth forecasts, 

14 combined with long-term retention growth forecasts, and recognition that 

15 retention growth is just one of the many ways that companies can achieve growth 

16 over time. 

17 Purpose and Need for a Flotation Cost Allowance 

18 414. Does the investor return requirement that is estimated by a DCF analysis 

19 need to be adjusted for flotation costs in order to estimate the cost of capital? 

20 A. Yes. There are significant costs associated with issuing new common 

2 1 equity capital and these costs must be considered in determining the cost of 

22 capital. Anyone who has ever taken out a mortgage to buy a house is aware that 

23 the "effective" interest rate is higher than the "stated" interest rate because the 
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homebuyer pays loan origination fees, points and closing costs in connection with 

raising the capital to buy a house. This same concept applies to public utility 

companies: the "effective" cost of capital is higher than the "stated" cost of 

capital because there are flotation costs associated with raising new common 

equity cayital, 

The need for a flotation cost adjustment is especially acute when the cost 

of common equity is estimated by conducting a DCF analysis that is based on the 

prices of common stocks traded in the "secondaryyy markets on stock exchanges. 

Because the purpose of the allowed rate of return in a regulatory proceeding is to 

estimate the cost of capital that the regulated company would incur to raise money 

in the "primary" markets, a DCF estimate of the returns required by investors in 

the "secondary" markets must be adjusted for flotation costs in order to provide 

13 an estimate of the cost-of-capital that the regulated company requires in order to 

14 raise capital on reasonable terms in the "primary" markets. 

15 Q15. Would you please describe the difference between bcprimary" and "secondary" 

16 markets for common equity? 

17 A. When a company issues new common equity in order to raise cash for 

18 investment in plant, or to otherwise run its operations, it does so in the "primary" 

19 market. The "primary" market is defined very simply as the market in which the 

20 stock is first sold in order to raise cash funds to be used by the issuer. In this 

2 1 "primary" market, the company generally hires an investment banker, or a 

22 syndicate of bankers and brokers, to float its stock issue to the public. In 

23 connection with raising cash funds through a "primary" market sale of common 
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stock a company incurs significant costs of preparing and filing documents with 

the Securities and Exchange Commission ("SEC"), as well as other regulatory 

agencies, and issuing prospectuses. In addition, in the "primary" market the 

issuing company generally must pay a significant percentage of the proceeds from 

the stock isswuxe to the hvestme~lt bmker, or the syndic.&e of hzrdkers m d  

brokers, who undertakes to find investors who will provide cash to the issuing 

company. 

Once stock has been issued to investors in the "primary market," those 

investors who initially provided cash to the issuing company may re-sell or 

"trade" the stock with other investors in the "secondary7' market. Much of the 

trading in the "secondary" market occurs on stock exchanges and buyers and 

sellers are not required to file prospectuses with the SEC. The crucial difference 

between stock issued in the "primary" market and stock traded in the "secondary" 

market is that the issuing company does not receive any additional funds when its 

stock trades in the "secondary" market. Instead, the ownership of the stock 

merely changes hands between various investors. In addition, the brokerage fees 

associated with buying and selling stock in the "secondary" market generally are 

incurred by both the buyer and the seller, and are a small fraction of the level of 

the flotation costs incurred by a company that attempts to raise cash by issuing 

stock in the "primary" market. 
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Have you quantified the cost of raising capital by issuing stock in the 

"primary" market? 

Yes. Schedule 3 of Exhibit No. ( J S G - 2 )  shows a representative 

sample of flotation costs incurred by natural gas distribution and transmission 

cnxpmies have weraged 4.85 percent in the past. W_h_en a DCF m-alysis based nn 

stock prices and dividend yields in the "secondary" market is used to estimate the 

required rate of return, a flotation cost adjustment is essential in order to account 

for the difference between (i) stocks traded between investors in the secondary 

markets and (ii) stock issued in the primary market to raise capital for plant 

construction and utility operations. 

11 417. In your opinion, is a flotation cost adjustment required to meet the tests 

12 established for a reasonable rate of return? 

Yes. The Supreme Court established the "Capital Attraction" standard as 

one test of a reasonable allowed rate of return. For example, in Bluefield Water 

Works & Improvement Company v. Public Service Commission of West Virginia 

(262 U.S. 679,693 (1923)), the Court indicated that: 

"The return should be reasonably sufJicient to assure confidence 
in the financial soundness of the utility and should be adequate, 
under eficient and economical management, to maintain and 
support its credit and enable it to raise the money necessaly for 
the proper discharge of its public c~uties."~ 

Similarly, in Federal Power Commission v. Hope Natural Gas Company (320 US.  

591, 603 (1 944)) the Court described the relevant criteria as follows: 

Emphasis added. 
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"Fronz the investor or company point of view it is important that 
there be enough revenue not only for operating expenses but also 
for the capital costs of the business. These include service on the 
debt and dividends on the stock. ... That return, moreover, should 
be suficient to assure confidence in the financial integrity of the 
enterprise, so as to maintain its credit and to attract capital."6 

The Court's requirement that the allowed return must "enable" a company to raise 

capital does not mean that the company raise capital within some specified 

time period. Instead, it means that the company must have in place the ability to 

attract capital so that it can exercise that ability if and when required. By its use of 

the word "moreovery' the Court made it clear that an allowed return is not sufficient 

if it merely allows the company to meet its current financial obligations. Instead, an 

additional and overriding requirement is that the return also must be sufficient to 

assure that the company can attract capital and maintain its financial integrity. In 

effect, the "yardstick" established by the Court poses a hypothetical stock issue as a 

means for measuring the reasonableness of the allowed rate of return: 4fthe allowed 

rate of return is sufficient to allow the company to raise new capital on reasonable 

terms, then the rate of return is legally adequate. 

Because a rate of return established fiom information in the "secondary" 

market indicates only the level of return investors require when they trade common 

stock among themselves, that return estimate excludes the additional flotation costs 

that must be paid in order to enable the utility to attract capital in the "primary" 

market. Thus, an allowance for flotation costs is required in order to meet the 

"Capital Attraction" standard. 

6 Emphasis added. 
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1 Q18. Is the need for a flotation cost adjustment to the rate of return widely 

2 recognized among economists as a required part of an allowed rate of return 

3 that will attract capital without diluting the value of existing investors' equity? 

4 A. Yes. In commenting on the fair rate of return in his classic treatise on 

5 pIlhlir. utility ratemaking, Bonbright stated that: 

". . .book values (with allowances for the probable need to 
underprice new common-stock offering) should set a floor to the 
market values. . . " 

9 James C. Bonbright, Principles of Public Utility Rates, Columbia University 

10 Press, 1961, p. 249. Similarly, Myron Gordon, the man who is credited with 

11 having developed the DCF model for estimating rate of return, has stated that a 

12 regulatory agency should set the allowed rate of return greater than the investor 

13 return requirement so as to allow the firm to issue stock at a price that will yield 

14 net proceeds equal to book value. Professor Gordon advocates the following 

15 adjustment: 

16 "The agency need only estimate the proportion that the proceeds 
17 per share on an issue bear to the price of the stock and adjust the 
18 allowed sate of return so that the price per share is the indicated 
19 ratio of the book value per share. g the  proceeds on an issue are 
20 91 percent of market price, the agency should maintain market 
2 1 price at about 11 Opercent of book value." 

22 Myron J. Gordon, The Cost of Capital to a Public Utility, Michigan State 

23 University, 1974, pages 165-166. In order to meet this requirement, the flotation 

24 cost adjustment must be applied to the entire rate of return. The flotation cost 

25 adjustment that I have proposed attempts to meet the same standards advocated by 

26 these other economists. 
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1 Q19. Did Mr. Copeland neglect to include a flotation cost adjustment in calculating 

2 his estimates of the cost of capital? 

3 A. Yes. Consequently, at the very least his "secondary" market rate of return 

4 estimates must be multiplied times the flotation cost adjustment factor, 1.0475, in 

5 erder tc! estimate the rzte of rebrn thzt M~ntula-Dkota reqcires in nrder tn 

6 attract capital in the L'primaryyy market on reasonable terms. 

7 Irrelevance of Mr. Copeland's CAPM Analysis 

8 Q20. Is Mr. Copeland1s Capital Asset Pricing Model ("CAPM") analysis useful in 

9 determining a required rate of return? 

10 A. No. Although the Capital Asset Pricing Model ("CAPM") approach 

11 generally has received some acceptance in the past, there is extensive research 

12 that indicates severe practical and theoretical problems with applying the CAPM. 
- 

13 In addition, recent empirical research suggests that the CAPM, as it usually is 

14 applied, may have no validity whatsoever. For example, more than a decade ago 

15 Value Line made the following observation: 

"'The fact is that Beta, as the sole variable explaining returns on 
stocks, is dead.' These findings support previous studies that have 
called into question the real-world applicability of the CAPM Beta, 
including papers by Keim (Financial Analysts Joumal, 1986), and 
Roll (Joumal of Financial Economics, 1977). Never before, 
however, has the lack of a statistically significant relationship 
between beta and return been so rigorously and dramatically 
established. (Value Line Industry Review, March 13, 1992, p. 1- 
8)" 

2 5 
26 Thus, although Mr. Copeland states at page 15, lines 12-14 of h s  testimony that 

27 his CAPM analysis is based on Beta estimates calculated by Value Line, it is clear 

, 2 8 that Value Line no longer believes that it is legitimate to use its Beta estimates to 
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1 calculate the cost of capital. Consequently, MI-. Copeland's CAPM analysis has 

2 no significance for estimating the required rate of return. 

3 Benchmark Analvses 

4 Q21. At page 17, lines 15-18 of his testimony, Mr. Copeland criticizes you for relying 

5 on the arithmetic mean for analyzing the level of return that should be allowed 

6 in this proceeding. Is Mr. Copeland's criticism on point? 

7 A. No. I believe Mr. Copeland is fundamentally mistaken in his position 

8 because he fails to distinguish between (i) measuring hstorical and/or projected 

9 average returns achieved, and (ii) establishing an allowed rate of return. For any 

10 data series that has rates of return that fluctuate fi-om year to year, the geometric 

11 mean rate of return will be less than the arithmetic mean growth rate. When one 

12 wants to measure the overall average return earned over a period of past years, it 

is usually the geometric mean growth rate that one would calculate. Similarly, if 

one wanted to project an ending value for an investment over a period of years, 

one would also use a geometric average growth rate for this purpose. MI-. 

Copeland appears to have this concept correct. 

However, he goes astray by thinking these facts also mean that an allowed 

rate of return should be established or evaluated using a geometric mean rate of 

return to calculate risk premiums. If the object is to set an allowed rate of return 

that will give a company a reasonable opportunity to achieve a specific geometric 

average rate of return, the generally higher arithmetic average rate of return must 

be allowed. As returns fluctuate, the geometric average return will be less than 

the arithmetic return. 
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To illustrate this point, I have prepared Exhibit N o . ( J S G - 5 )  that 

compares the results that would occur if the allowed rate of return was re-set 

every three years to correspond to the historic average rate of return during the 

prior three years. Page 1 of this exhibit shows that an allowed rate of return that 

is initially based on the historic arithmetic average rate of return, 15 percent, will 

produce a geometric average rate of return of 14.71 percent after three years. If 

the rate of return in the fourth year is set to 15 percent, the arithmetic average rate 

of return during years 1-3, the company again will earn a geometric average rate 

of return of 14.71 percent. In this example, the pattern would continue for 30 

years and the company would achieve the a geometric average rate of return of 

14.71 percent over the 30-year period. Note, however, that in order to achieve the 

historic geometric average rate of return of 14.71 percent, the regulator needed to 

repeatedly set the allowed rate of return equal to 15 .OO percent, which is the 

arithmetic average rate of return. 

422. What would happen if the regulator took Mr. Copeland's advice and used the 

geometric average rate of return as the standard for allowed rates of return? 

A. That result is demonstrated on page 2 of Exhibit N o . ( J S G - 5 ) .  As in 

the preceding example, the regulator initially observes that historically the 

arithmetic average rate of return has been 15.00 percent and the geometric 

average rate of return has been 14.71 percent. However, this time the regulator 

takes Mr. Copeland's advice and uses the geometric average rate of return to set 

the allowed rate of return equal to 14.71 percent. After three years the company 

achieves an aritlzrnetic average rate of return 14.71 percent and a geometric 
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average rate of return of only 14.42 percent. Seeing the obvious failure of the 

company to achieve the intended 14.71 percent geometric average rate of return 

during the first year, the regulator could again take Mr. Copeland's advice and 

base a new allowed rate of return for years 4-6, on the observed geometric 

average rate of return fkom the first three years: 14.42 percent. However, the 

geometric average rate of return achieved during years 4-6 would be only 14.12 

percent. After repeated iterations of setting allowed rates of return based on 

geometric average data, the company would be realizing a geometric average rate 

of return of only 11.76 percent in years 28-30 - which is considerably less than 

the geometric average rate of return that the regulator intended. 

Obviously this example is exaggerated and no regulator would actually set returns 

in the manner depicted. However, this example serves to illustrate that one must 

13 use arithmetic average returns and risk premiums in setting or evaluating an 

14 allowed rate of return. 

15 Q23. At page 18, lines 3-7 of his testimony, Mr. Copeland claims that your 

Alternative Equity Hnvestment analysis is irrelevant because he claims that 

investors do not have the opportunity to earn the same returns on book value 

that corporations are able to earn by investing in plant and equipment. Is he 

correct? 

No. Mr. Copeland is confusing the "primary" market for investing in hard 

assets such as utility plant with the "secondary" market for investing in paper 

assets such as already-issued common stocks. Investors who own stock in a 

corporation have access to returns on book equity at all times. Managers of most 
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1 corporations continually consider what to do with the stockholders' cash that is 

2 held by the corporation. Managers may pay cash dividends to shareholders, or 

3 reinvest cash in a multitude of potential investments to create hgher future 

4 earnings. Expected earnings on the book value of potential investments are a 

5 primary determinant of how corporations use and allocate the stockholders' 

6 money. Thus, Mr. Copeland is incorrect. Stockholders, through managers acting 

7 as their agents, do have access to book value investments. 

8 424. Does Mr. Copeland exhibit the same confusion between "primary" markets 

9 and "secondary" markets for capital when he recommends that the 

10 Commission should not set an allowed rate of return that is appropriate or 

11 sufficient for the risks involved in Montana-Dakota's South Dakota gas 

12 distribution operations? 
- 

13 A. Yes. On page 8, lines 10-13 of his testimony makes the following 

14 incorrect observation: 

15 "Investors cannot invest in just the gas distribution operations of 
16 MDU. They must invest in MDU as a whole." 

17 However, when MDU's management considers what to do with stockholders' 

18 money that is generated by earnings and depreciation, they could conceivably: (i) 

19 pay the money out to the stockholders in the form of dividends; or (ii) they could 

20 invest at book value in pipe and equipment to provide natural gas distribution 

2 1 service in South Dakota; or (iii) it is even possible for them to invest at book 

22 value in any number of possible unregulated facilities. Similarly, when 

23 management raises capital through new common stock issues, these funds, which 
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belong to the stockholders, also could be invested at book value in unregulated 

facilities and operations. 

Thus, it is obvious that MDUys investors have the ability to acheve the 

same returns on book value that are available to other companies in the economy. 

hi addition, it is clear that T\/TDUys investors continually must decide whether to 

". . . invest in just the gas distribution operations of MDU" or to do somethmg else 

with their money. Mr. Copeland encounters his various problems with this 

concept because he defines "investors" as the group of relatively passive MDU 

stockholders that generally purchase shares that are traded in the secondary 

market on a stock exchange. However, the decision to invest or not invest 

stockholders' money in pipe and other gas distribution facilities is made by the 

company management, acting as agent for the stockholders. When one realizes 

13 that the corporation, acting in the collective interest of shareholders, is the 

14 relevant decision-making "investor," it is easy to see why Mr. Copeland is wrong 

15 in asserting that the Commission's task is to set a rate of return for MDU as a 

16 whole, and not a rate of return for the regulated gas distribution segment of the 

17 company. This realization that the relevant "investor" is the corporation, acting as 

18 agent for the stockholders, also highlights the fallacy of Mr. Copeland's 

19 contention that "investors" cannot invest at book value in plant and facilities. 

20 Q25. Does the average return on book value provide one type of "sanity check'' on 

2 1 the level of return required by investors? 

22 A. Yes. I have no doubt that investors in gas distribution utility assets similar 

23 to Montana-Dakota's South Dakota operations do not require the 29.4 percent 
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return on average book value that investors in industrial companies have achieved 

in recent years. However, that is the average level of returns in recent years that 

Montana-Dakota must compete against in attracting capital. 

An allowed rate of return established by the DCF method should make the 

value of the gas dism~ution operations equal to ihe book value ofthose 

operations in the absence of a flotation cost adjustment. In other words, the 

purpose of the DCF analysis is to find the rate of return that will make investors 

indifferent between investing to provide gas distribution service to the public or 

investing in, for example, U.S. Treasury bills. In contrast, when investors or 

corporations invest in non-regulated assets the market value of those investments 

has been many times the book value. 

Consequently, when managers of a company evaluate possible 

investments they must consider the possibility of investing $1 .OO in gas 

distribution utility assets with the expectation that the market value of those assets 

will be $1 .OO and, thus, no value will be created for investors. On the other hand, 

when managers invest $1 .OO in non-utility assets, they have a reasonable 

possibility of earning a 29 percent return on that investment and turning $1 .OO of 

book value into $5.00 of market value.7 Thus, while Montana-Dakota does not 

require anything close to a return of 29 percent on its gas distribution investments, 

knowledge of such potential average returns that Montana-Dakota must compete 

against helps place Montana-Dakota's required rate of return of 11.75 percent in 

perspective. 

' The average market-to-book ratio for the S&P Industrial Index has been close to 5.00 in the past year. 
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1 Q26. Does this conclude your Prepared Direct Testimony? 

2 A. Yes. 



Rank 
I 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

Note: 

Montana-Dakota Utilities Co. 

Exhibit No. ( J S G - 4 )  
Page 1 of 4 

Percentage of Assets or Plant Associated 
With Natural Gas Distribution Operations For 

Moody's Gas Distn. Group and Mr. Copeland's Group 

Ccm~any 
Northwest Natural Gas 
WGL 
Laclede 
Peoples Energy 
AGL 
KeySpan 
Vectren 
NISOURCE 
Energy East 
Sempra 
Dominion Resources 
SCANA Corp. 
PS Enterprise Group 
Wisconsin Energy 
CH Energy Group 
PNM 
Consol. Edison 
W PS Resources 
DTE Energy 
NSTAR 
Northeast Utilities 
Cinergy Corp. 
Constellation Energy 
Exelon 
Ameren Corp. 
Entergy 

Median Moody's Gas Distn. Co. 
Median of Mr. Copeland's Group 

% Gas Distribution 
Assets cr ?!ant 

97% 
92% 
91 % 
87% 
86% 
59% 
54% 
32% 
30% 
28% 
22% 
21 % 
20% 
18% 
17% 
17% 
15% 
12% 
10% 
10% 
9% 
9% 
8% 
5% 
4% 
1% 

BOLD indicates Moody's Natural Gas Distribution Companies used in 
Prepared Direct Testimony of J. Stephen Gaske. 
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Exhibit No. ( J S G - 4 )  
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Percentage of Revenues Associated 
With Natural Gas Distribution Operations For 

Moody's Gas Distn. Group and Mr. Copeland's Group 

Cnmpany 
Northwest Natural Gas 
AGL 
Laclede 
Peoples Energy 
WGL 
Sempra 
KeySpan 
NISOURCE 
Vectren 
Cinergy Corp. 
Energy East 
PS Enterprise Group 
Dominion Resources 
Wisconsin Energy 
PNM 
SCANA Corp. 
DTE Energy 
CH Energy Group 
Consol. Edison 
Constellation Energy 
WPS Resources 
NSTAR 
Ameren Corp. 
Northeast Utilities 
Exelon 
Entergy 

Median Moody's Gas Distn. Co. 
Median of Mr. Copeland's Group 

% Gas 
Distribution 

Revenue 
97% 
97% 
78% 
72% 
59% 
54% 
53% 
51 % 
50% 
41 % 
26% 
26% 
25% 
25% 
23% 
23% 
20% 
15% 
14% 
I 2Oh 
12% 
11% 
8% 
6 O h  

4% 
2% 

75% 
22% 

Note: BOLD indicates Moody's Natural Gas Distribution Companies used in 
Prepared Direct Testimony of J. Stephen Gaske. 
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Exhibit No. ( J S G - 5 )  
Page 1 of 2 

Montana-Dakota Utilities Co. 

Allowed Return Based on Arithmetic Average 
Historical Results Produces Expected Return 

Historical Return in the Beginning i 5.660% '1 4.709% 0.1000 

30-Year Average 15.000% 14.709% 0.0830 

Arithmetic One-Year 
Allowed Investment Actual 

Year Return Value Return 

NOTE: Allowed Return Based on Average Arithmetic Return for the most recent 3 years. 

0 1 .oo 

- 
3-Year Results: 

Standard 
Deviation 

Arithmetic 
Mean 

Geometric 
Mean 
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Montana-Dakota Utilities Co. 

Allowed Return Based on Geometric Average 
Historical Results Produces Less Than Expected Return 

Historical Return in the Beginning 1 5.000% 14.709% 0.1000 

Geometric One-Year 
Allowed Investment Actual 

3-Year Results: 
1 I 

Year Return Value Return I Mean 
0 1 .oo 

I Geometric I Standard I 
Mean Deviation 

30-Year Average 13.389% 13.091 % 0.0835 

NOTE: Allowed Return Based on Average Geometric Return for the most recent 3 years. 



MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Utilities Commission of South Dakota 

Docket No. NG02-011 

Rebuttal Testimony 
of 

Don M. Hamann 

Would you please state your name and business address? 

Yes. My name is Don M. Hamann, and my business 

address is 400 North Fourth Street, Bismarck, North Dakota 

58501. 1 am the Gas Supply Manager for Montana-Dakota Utilities 

Co. (Montana-Dakota), a Division of MDU Resources Group, Inc. 

Would you please describe your duties as Gas Supply Manager? 

As Gas Supply Manager, I am responsible for developing 

and maintaining the company's gas supply and gas transportation 

portfolios, demand side planning and forecasting, gas control, and 

monitoring and contract administration of the interruptible 

customers. 

Would you please outline your educational and professional 

background? 

I graduated from the South Dakota School of Mines and 

Technology, Rapid City, South Dakota in 1971 with a Bachelor of 

Science Degree in Mechanical Engineering. I began my career 

with Montana-Dakota in June of 1971 as a Gas Distribution 

Engineer in the Black Hills Division. During my career with the 
t 



company I have also held the positions of Gas Distribution 

Engineer, Staff Engineer, Assistant Division Manager and Division 

Manager. I assumed my present position in July 1989. 

Have you testified in other proceedings before regulatory bodies? 

Yes. 1 have presented iesiimony be f~ re  the Montana Public 

Service Commission and the Wyoming Public Service Commission. 

What is the purpose of your testimony? 

The purpose of my testimony is to address the valuation methods 

used by Mr. Bettmann to determine weather normalized volumes. My 

testimony shows that Mr. Bettmann incorrectly used heating degree days 

(HDD) based on an average daily temperature of 65 degrees and 

incorrectly determined and applied the baseload use in his calculation of 

adjustments used to represent weather normalized volumes. 

Would you please comment on Mr. Bettmann's rationale for the use of 

HDD's based on 65 degrees? 

Mr. Bettmann did not provide any rationale but simply states "The 

65 degree day basis was used because it is generally accepted as a 

temperature level where a building requires heating if the outside 

temperature drops below that point." 

Is Mr. Bettmann's assessment true? 

No. While 65 degrees was generally considered the temperature 

level where a building required heating several years ago, it is not a 

correct assumption today. The American Society of Heating Refrigerating 



and Air Conditioning Engineers (ASHRAE) has recognized for several 

years that the use of heating degree days with a base of 65 degrees is no 

longer appropriate. The 2001 ASHRAE Handbook states 

"Variable-Base Annual Degree-Days. The calculation of Qh from 

ciegree-days DDh (fbal) depends on the vshe of fbal. This value 

varies widely from one building to another because of widely 

differing personal preferences for thermostat settings and setbacks 

and because of different building characteristics. In response to the 

fuel crises of the 1970s, heat transmission coefficients have been 

reduced, and thermostat setback has become common. At the 

same time, the energy use by appliances has increased. These 

trends all reduce fbal (Fels and Goldberg 1986). Hence, in general, 

degree days with the traditional base 65OF are not to be used." 

If a 65 degree day basis is not appropriate, how do you determine which 

temperature level to use? 

The best method is to plot the daily natural gas sendout vs. the 

daily average temperature to determine the point at which energy is 

required for heating. 

Have you completed this type of analysis of the load profile specific to the 

Black Hills area? 

Yes. Several studies have been completed that indicate a base 

temperature of 60 degrees is more accurate than 65 degrees. The results 

of one of these studies are shown on Exhibit N o . ( D M H - 1 ) .  This graph 



shows the combined daily sendout into the Rapid City, Sturgis, 

Deadwood, Lead, Spearfish, and Belle Fourche distribution systems 

plotted versus the average daily temperature for Rapid City for the period 

July 2001 through June 2002. The sendout includes the volumes 

delivered through the town border ststions less any volumes that were 

delivered to the transportation customers. This data provides a very good 

look at approximately 90 percent of the firm natural gas usage in the Black 

Hills area. 

What does this graph show? 

This graph clearly shows that the natural gas use related to 

temperature does not begin until the average daily temperature drops 

below 60 degrees Fahrenheit. 

Are there other methods available to determine whether the degree day 

basis used is representative of the temperature level where heating 

begins? 

Yes. A linear regression analysis can be used with monthly 

consumption and HDD data to determine which temperature base 

produces the highest correlation and the best load curve that represents 

the data. As an example, a comparison was made for the sales volumes 

in the residential small meter category compared against degree days with 

a temperature base of 60 degrees and 65 degrees as shown in Exhibit 

N o . ( D M H - 2 ) .  The results indicate a correlation of 0.9895 with a 

temperature base of 60 degrees and a correlation of 0.9834 with a 



temperature base of 65 degrees. Although, both of these analyses 

produce high levels of correlation, the analysis with a temperature base of 

60 degrees produces a constant or baseload use of 59,210 dk per month 

while the analysis with a temperature base of 65 degrees produces a 

coristaiit of 39,948 dk per month. Comparing this to the actual data, the 

minimum use, which occurred in Aug 2001, was 61,193 dk. It is evident 

that the results using a temperature base of 60 degrees fit the actual data 

better than the results using a temperature base of 65 degrees. 

Have you reviewed Mr. Bettmann's determination of the Baseload use? 

Yes. Mr. Bettmann used a 3-month average to determine the 

baseload use rather than the lowest month or any month where it was 

apparent that there was no weather related use. Mr. Bettmann's states, 

"Generally, these months contain very few normal HDD's and even the 

slight variation on weather can cause a significant adjustment in the 

weather normalization calculation." 

What is wrong with this methodology? 

By using a 3-month average Mr. Bettmann calculates a baseload or 

non-heating load that is higher than actually occurred. While this 

assumption may not have a significant effect on these 3 months in this 

particular test year, it does effect the weather normalization calculations 

for the other 9 months. This occurs because the use of a higher than 

actual non-heating load results in subtracting more baseload volumes 

from the heating months, thereby, reducing the total temperature sensitive 



volumes subject to weather normalization. As a result, Mr. Bettmann's 

models underestimate the total volumes that should have been normalized 

for weather. 

What is the overall effect of weather normalization models using a heating 

degree day based on 65 degrees rsther than 60 degrees? 

Generally, models based on 65 degree day base will produce 

higher results when weather is colder than normal and lower results when 

the weather is warmer than normal. The graph shown in Exhibit No.- 

(DMH-3) shows the results of the normalization of the firm volumes 

delivered to the Rapid City Border Station. This data represents each 12- 

month ending cycle from January 1997 through December 2002. This 

graph shows the normalization results using a degree day base of 60 

degrees and 65 degrees as well as the 12-month ending actual deliveries. 

It is evident from this graph, that when the actual deliveries were higher 

than normal, the normalization results based on 65 degrees were higher 

than those based on 60 degrees, and when the actual deliveries were less 

than normal the results based on 65 degrees were less than those based 

on 60 degrees. The normalization calculations based on 60 degrees 

provide a better estimate over time than those based on 65 degrees. 

Does this conclude your testimony? 

Yes, it does. 



Black Hills Daily Setout MMCFD vs Average Temperature 

-1 0 0 10 20 30 40 50 60 70 80 90 100 

Temperature Degrees F 



Residential - Small Meters 

Month 
Jul-01 

Aug-01 
Sep-01 
Oct-01 
NOV-0 1 
Dec-01 
Jan-02 
Feb-02 
Mar-02 
Apr-02 
May-02 
Jun-02 

Total 

Using a Temperature Base of 65 Degrees F 
Actual Normal 

Customers 
34,278 

Dk Sales 
68,510 
61,193 
66,967 

134,934 
225,914 
368,490 
479,975 
429,024 
473,644 
357,474 
230,370 
1 10,862 

Using a Temperature Base of 60 Degrees F 
Actual Normal 

Month Customers Dk Sales BPDD6O BPDD6O 
Jul-01 34,278 68,510 2 1 20 

Aug-01 34,326 61,193 0 1 
Sep-01 34,514 66,967 27 42 
Oct-01 34,825 134,934 149 173 
NOV-0 1 35,1 07 225,914 418 569 
Dec-01 35,137 368,490 774 943 
Jan-02 35,243 479,975 990 1,120 
Feb-02 35,285 429,024 937 1,096 
Mar-02 35,336 473,644 977 823 
Apr-02 35,242 357,474 846 61 8 
May-02 35,200 230,370 422 355 
Jun-02 35,121 1 10,862 147 11 1 

Linear Regression Analysis 

Heating 
Base Load Coefficient Correlation 
Constant Dk per HDD R squared 

Linear Regression Analysis 

Heating 
Base Load Coefficient Correlation 
Constant Dk per HDD R squared 

Total 3,007,357 5,708 5,871 
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MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Utility Commission of South Dakota 

Docket No. NG02-01 I 

Rebuttal Testimony 
of 

Rita A. Mulkern 

Would you please state your name and business address? 

Yes. My name is Rita A. Mulkern and my business address is 400 

North Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the Regulatory Analysis Manager of Montana-Dakota Utilities 

Co. (Montana-Dakota), a Division of MDU Resources Group, Inc. 

Are you the same Rita A. Mulkern who filed direct testimony earlier in this 

proceeding? 

Yes, I am. 

What is the purpose of your rebuttal testimony? 

The purpose of my rebuttal testimony is to address certain 

adjustments proposed by Mr. Keith Senger, Mr. David Jacobson and Ms. 

Michelle Farris of the South Dakota Public Utilities Commission Staff 

(Staff) to Montana-Dakota's filed position. 

Do you have any general comments about the Staff's overall position? 

Yes. The Staff, in this docket, has chosen to ignore ARSD 

20:10:13:44 and uses a historical test period in a manner that contravenes 

the intent of matching revenues and costs and misstates the Company's 

method of applying the known and measurable changes. 



Does Montana-Dakota's filing comply with the provisions of ARSD 

20: 10: 13:44? 

Montana-Dakota's projected test year is in compliance with ARSD 

20:10:13:44, which states that "Proposed adjustments to book costs shall 

be shown separately and shall be fully supported, including schedules 

showing their derivation, where appropriate. However, no adjustments 

shall be permitted unless they are based on changes in facilities, 

operations, or costs which are known with reasonable certainty and 

measurable with reasonable accuracy at the time of the filing and which 

will become effective within 24 months of the last month of the test period 

used for this section and unless expected changes in revenue are also 

shown for the same period." 

How does Montana-Dakota's 2003 projected test year comply with the 

known and measurable aspects of the rule? 

Montana-Dakota filed this case on December 30, 2002 using a 

twelve months ending June 30, 2002 base period and making adjustments 

to that base period to arrive at a calendar year 2002 and calendar year 

2003 test period. A calendar year 2003 is certainly within the required 

time frame of 24 months after the end of the base period. The projections 

Montana-Dakota made to revenue, expense and rate base do fall within 

the parameters of being known with reasonable certainty and measurable 

with reasonable accuracy. All of the adjustments "match", that is the plant 

levels, customer (revenue) levels and expense levels are all tied together 



for the 2003 calendar year. Each adjustment is identified and shown 

separately in the Statements filed as part of the case, and workpapers that 

support the derivation of each adjustment were provided. While the 

adjustments have been labeled as "projections", those projections were 

based 0i-r actual data oi data that was known 2nd measurable at the time 

of the filing. Staff seems to have disallowed most adjustments because 

they have been called "projections" rather than "pro forma adjustments". 

The Staff appears to be of the opinion that a "budget" number is a broad 

estimate lacking any supporting detail, which is far from the truth. 

Montana-Dakota's capital and expense budgets, which were both used in 

part in this case, are developed in detail, scrutinized closely, approved by 

the Board of Directors and the responsible department managerlhead is 

accountable for any deviations from the budgeted amount. 

The Staff, on the other hand, started with the June 30,2002 base 

period and made several adjustments, mostly to reflect a few events that 

had occurred by the time of the filing. In addition, despite emphasizing the 

importance of matching, Staff's cost of service does not match, that is the 

revenues, expenses and rate base are not correlated. 

Why is the test period proposed by Montana-Dakota the best one to use? 

The rates resulting from the final outcome in this case will be 

implemented in the summer of 2003. As stated by Mr. Senger in his 

testimony on page 4, "The objective of a rate case is to establish a per unit 

charge to recover the cost of service that reflects the appropriate matching 



of costs and investment to the revenue generated by that per unit charge." 

Therefore, the rates charged in 2003 should match the investment level 

and cost levels being experienced when the rates become effective. The 

Staff's position, a June 30, 2002 test period, fails to match the proposed 

reveiiues with the cost levels at the time the rates will go into effect by 

almost a year. In addition, the Staff's position will contribute immensely to 

regulatory lag and deny Montana-Dakota the opportunity to earn its 

authorized return. 

I will address the adjustments made by Mr. Senger, Mr. Jacobson 

and Ms. Farris individually. 

What is Mr. Senger proposing in this case? 

Mr. Senger is essentially proposing to use a historic test period with 

limited adjustments and his position is contrary to general ratemaking 

principles. On page 5, line 21 of his testimony Mr. Senger states, "Again, 

projections, forecasts, assumptions and estimates are all speculative. 

They are certainly not known. Additionally, many of the projections, 

forecasts, assumptions and estimates are made with little regard to the 

revenuelcost relationships; therefore, they are not measurable." 

Is that correct? 

No, it is not. ARSD 20:10:13:44 states that the adjustments must 

be "known with reasonable certainty and measurable with reasonable 

accuracy" (emphasis added). The adjustments that Montana-Dakota 

made to the June 30, 2002 base period are not speculative; they match 



revenue with expense and they are known with reasonable certainty and 

measurable with reasonable accuracy. The Staff has taken the position 

that the adjustments must be absolutely certain and absolutely 

measurable, which is not in accordance with the rule. 

Q. What adjustments did Mr. Senger make to rzte bzse? 

A. He made several adjustments. First, he did not allow the plant 

additions for the period June through December 2002 and the calendar 

year 2003. These additions to plant, shown in Statement Dl are 

specifically identified and quantified by individual project, both for 

replacement projects and projects associated with new customers. As 

noted earlier in my rebuttal testimony, those projects are scrutinized, 

approved by Montana-Dakota's Senior Management and finally approved 

by the MDU Resources Group, Inc. Board of Directors. These are known 

and measurable adjustments that fall within the 24 month period defined in 

ARSD 20:10:13:44. Such plant additions are necessary in order to match 

the investment in rate base to the time period the rates will go into effect. 

Mr. Senger proposes using the historical average June 30, 2002 

plant levels adjusted to annualize certain plant items, which he derives by 

computing monthly averages and then proceeds to average the averages 

to arrive at adjusted plant. This is incorrect for two reasons. First, a 

thirteen month average is traditionally used when calculating a normalized 

balance for items that fluctuate significantly during the year, so that the 

timing of the test period does not affect the value of the balance. Items 



that typically are calculated using a thirteen month balance are materials 

and supplies, which vary with the construction season, or prepayments, 

which fluctuate with the expiration date of the prepayment. Thirteen 

month balances, especially based on monthly averages, are not generally 

used in developing plant ir! service and reserve for depreciation as they do 

not fit the fluctuating pattern. Furthermore, calculating an average of 

average balances serves no purpose other than being a mathematical 

exercise that understates the valuation of assets in place to provide 

service. 

Second, the net effect of Mr. Senger's approach to plant in service, 

averaging average balances, results in an average December 31,2001 

plant level, which is not an appropriate level to use in setting rates in mid- 

2003. 

What other adjustments did Mr. Senger make? 

Mr. Senger also excluded Montana-Dakota's adjustments that were 

related to the plant additions, such as reserve for depreciation, 

depreciation expense and ad valorem taxes. He also eliminates the 

increase in customers and resulting volumes and the portion of the 

postage increase pertaining to the additional customers. Mr. Senger's 

adjustments are not appropriate as he disallows Montana-Dakota's 

adjustments based on an invalid interpretation of ARSD 20: 10:13:44. 

Are there other effects of Mr. Senger's adjustments? 



Yes. Montana-Dakota proposed, as described in the direct 

testimony of Mr. C. Wayne Fox at page 7, lines 12-22, to own all service 

lines on a prospective basis and the plant additions included in this case 

reflect the costs of owning all new and replacement service lines. If the 

Commission does not allow the investment associated with ownership of 

service lines, Montana-Dakota will be required to withdraw its request 

regarding service line ownership. 

Turning now to Mr. Jacobson's testimony, do you have any comments on 

his testimony? 

I will address the adjustments that Mr. Jacobson made to insurance 

expense, labor and payroll tax expense and cash working capital. On 

page 3 of his testimony, Mr. Jacobson did not allow Montana-Dakota's 

insurance expense level, which is the 2003 calendar year level, because 

he views it as speculative. First, the amounts projected by Montana- 

Dakota are not speculative. The amounts budgeted for 2003 were 

developed by the Risk Management Department, based on their expertise 

and information provided by the insurance carriers. Significant increases 

have been the norm the last few years in the insurance industry and those 

increases are reflected in the 2003 level. While Mr. Jacobson attempted 

to update the per books amount by using the twelve months ending 

February 28, 2003, his adjustment will not result in matching costs with the 

timing of additional revenues. As noted by Mr. Jacobson, most of the 

insurance policies expire in October or December of each year. Therefore 



using the twelve months ending February 28, 2003 fails to take into 

account the new premium levels, while the Company's projection does. 

Mr. Jacobson also failed to recognize the 2003 level of labor 

expense and related payroll taxes for the Company but instead merely 

annualized the May 2002 union increase. Montana-Dakota provided the 

detailed procedure used to determine the labor increase each year in 

data Response No. 2-29. Mr. Jacobson characterized Montana-Dakota's 

2003 labor expense levels as being "fraught with uncertainty" and that the 

Company's proposal does not take into account employee efficiency. 

Again, Mr. Jacobson is incorrect. The wage levels incorporated in the 

projected 2002 and 2003 labor expense were from the 2002 and 2003 

budgets. The wage increases underlying the budgets went into effect on 

January I, 2002 and January 1,2003 for the non-union employees and on 

May 1,2002 and May I, 2003 for the union employees. Those wage 

increases have actually taken place and are well within the 24 month 

period specified in ARSD 20:10:13:44. With regard to potential employee 

efficiencies, Mr. Fox, in his direct testimony, lists some of the efficiencies 

Montana-Dakota has implemented. In addition, the budgeting process 

used by Montana-Dakota takes into account employee efficiencies. 

On page 5 of his testimony, Mr. Jacobson used the benefits expense for 

the twelve months ending March 31, 2003. Why doesn't that update 

provide a good matching of expenses? 



While using the twelve months ending March 31, 2003 is more 

recent than June 30, 2002, it still does not reflect current conditions. For 

example, with regard to pension and post-retirement expenses, Montana- 

Dakota receives an actuarial report each year from Towers Perrin in the 

fall that sets forth the amounts for Montana-Dakota to record for the next 

calendar year. Therefore, using a twelve months ending March 31, 2003 

does not reflect the current costs but places more weight on the historical 

costs, which are not representative of the time period the new rates will go 

into effect. Once again it gets back to "known with reasonable certainty 

and measurable with reasonable accuracy." Montana-Dakota has used 

the Towers Perrin study for many years as the basis for the amounts 

recorded for pension and postretirement costs and it is the basis for the 

expenses currently being recorded. There is no reason to stop at March 

31,2003. 

Did Mr. Jacobson make any adjustments to rate base? 

Mr. Jacobson made an adjustment to rate base for cash working 

capital. He did not perform a lead lag study in order to justify this 

adjustment but updated a study from the previous case, which itself was 

an update of a previous case, etc. The last time a complete lead lag study 

was completed was in Docket No. F-3370 and was for the twelve months 

ending June 30, 1980. It is not appropriate to base an adjustment on a 

June 30, 1980 study that has merely been updated over a 20+ year 

period. 



Would you address the adjustments made by Ms. Farris? 

Yes. I will address several adjustments made by Ms. Farris. First, 

Ms. Farris eliminated dues paid to various Chambers of Commerce in 

South Dakota as she claims that such dues are not necessary to provide 

safe and reliable service. Montana-Dakota is a corporate citizen, and as 

such, is and needs to be active in the communities that it serves. Being a 

member of the local Chambers of Commerce is an important part of being 

a member of the community and in today's environment, belonging to 

organizations such as the Chamber is required and Montana-Dakota 

should not be penalized for belonging to such organizations. 

Ms. Farris also eliminated institutional advertising on the premise 

that it only serves to enhance the image of Montana-Dakota. Again, 

Montana-Dakota is part of the communities in which it serves and 

advertising in the local school yearbooks, newspapers, community 

programs and other things is key to participation. The advertising benefits 

the communities and today it is appropriate to include these types of 

advertising in expense. 

On page 3 of her testimony, Ms. Farris excluded the $1,929 of 

expense that is related to working with communityleconomic development 

groups. The expense is not providing funding to any economic 

development groups, as Ms. Farris seems to imply in her testimony on 

page 3. It is part of Montana-Dakota employees' job responsibilities to 

provide information to and work with communities and economic 



development groups, just as it is their responsibility to work with other 

potential customers. It is not appropriate to exclude these expenses just 

because they are labeled "economic development." 

Finally, Ms. Farris used a five-year amortization of rate case 

expense instead of the three-year amortization period used by the 

Company. If the Commission accepts the amortization period proposed 

by the Staff, then the unamortized rate case balance should be included in 

rate base. 

Q. Would you please summarize your testimony? 

A. Yes. The Staff has erroneously applied the terms of ARSD 

20:10:13:44, and by doing so results in a mismatch between current 

revenue, expense and investment levels and Staff's proposed revenue 

requirement. Montana-Dakota's proposed 2003 calendar year test period 

complies with ARSD 20:10:13:44 and matches revenue, expense and 

investment levels to the time that new rates will go into effect. 

Q. Does that complete your rebuttal testimony? 

A. Yes, it does. 
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Would you please state your name and business address? 

My name is Richard A. Espeland. My business address is 918 East 

Divide Avenue, Bismarck, ND 58503. 

What is your position? 

I am Vice President - Human Resources for MDU Resources 

Group, Inc. (MDU Resources). 

Are you the same Richard A. Espeland who filed direct testimony earlier in 

this proceeding? 

Yes, I am. 

What is the purpose of your rebuttal testimony? 

The purpose of my rebuttal testimony is to address the adjustment 

proposed by Mr. David Jacobson of the South Dakota Public Utilities 

Commission Staff (Staff) to the inclusion of the Supplemental Income 

Security Plan (SISP). 

What is Mr. Jacobson's position with regard to SISP? 

Mr. Jacobson recommends against rate recovery for SISP costs 

because: (1) the staff has allowed rate recovery of other parts of Montana- 

Dakota's executive compensation, therefore it is reasonable to have 



stockholders of MDU Resources fund SISP; and (2) SISP does not 

contribute to an objective of providing lower salaried employees with a 

larger percentage of salary replacement through retirement benefits than 

for higher salaried employees. 

Do you agree with Mr. Jacobson's opinion? 

No. I disagree with both aspects of Mr. Jacobson's analysis 

regarding SISP. 

Please address Mr. Jacobson's position that stockholders of MDU 

Resources Group should fund SISP because the Staff has allowed rate 

recovery for other portions of Montana-Dakota's executive compensation. 

I would first like to respond to Mr. Jacobson's observation that 

based on aspects of other portions of executive compensation such as 

bonuses, the Key Employee Stock Option Plan, and the Executive Long 

Term Incentive Plan, stockholder welfare is a major concern of senior 

management. As I stated in my direct testimony, Montana-Dakota's key 

employees have enabled it to streamline operations, reduce costs and 

employee numbers, implement new technologies and keep Montana- 

Dakota's rates competitive. Although stockholder welfare is an aspect of 

any corporate executive's responsibility, that responsibility is met through 

the efficient and visionary management of the business in a manner that 

allows its products and services to be competitive in the market. The 

company's customers are direct beneficiaries of competitive products and 

services. The cost of recruiting and retaining management talent needed 



to operate in a competitive manner is part of the company's cost of doing 

business and must be included in the prices of its products and service. 

Montana-Dakota's utility business is no different. 

SlSP is a part of the total compensation package for Montana- 

Dakota's key employees. The "Competitive Analysis" report prepared by 

Towers Perrin for MDU Resources showed that the compensation 

package is not only reasonable but actually conservative when compared 

to similar companies. Because the costs of Montana-Dakota's executive 

compensation are reasonable, which is not disputed by Mr. Jacobson, 

Montana-Dakota is entitled to full recovery of those costs in its rates. 

Montana-Dakota should not be denied recovery of one portion of a 

legitimate cost of providing service simply because the Staff has 

recognized the legitimacy of other portions of that cost for inclusion in rate 

recovery. Ironically, while Mr. Jacobson recognizes that those parts of 

executive compensation that are tied to corporate performance, such as 

bonuses, are appropriately recovered in rates, he nonetheless 

recommends denial of rate recovery for SlSP benefits which are not 

directly tied to corporate performance. 

Mr. Jacobson's position of requiring stockholders to absorb the cost 

of SlSP because other portions of executive compensation are included in 

rates has the direct effect of reducing net income to shareholders and 

thereby effectively denying them the opportunity to earn the rate of return 

found reasonable by the Commission. Adopting Mr. Jacobson's position 



would encourage replacement of SlSP with increases in executive base 

salary and other benefits which are included in rate recovery. This would 

actually increase costs to ratepayers in order to provide the same level of 

financial compensation to employees. 

Please address the second aspect of Mr. Jacobson's opinion that SlSP 

does not contribute to an objective of providing lower salaried employees 

with a larger percentage of salary replacement through retirement 

benefits. 

As I explained in my direct testimony, MDU Resources tries to 

provide different target levels of replacement income based on the level of 

employee base compensation - 80% at lower income levels and 50% at 

higher income levels. As shown on Exhibit No. (RAE-2) to my direct 

testimony, the current retirement benefits for lower salaried employees 

meet the 80% target. The 50% target for higher salaried employees, 

however, would not be met under the existing retirement benefits without 

SISP. SlSP was never intended to contribute to the objective of providing 

lower salaried employees with retirement benefits equal to 80% of salary 

because that objective is already met with other retirement benefits which 

cannot be provided in the same relative degree to higher compensated 

employees. SlSP was intended to address the other piece of MDU 

Resources' objective by providing 50% retirement replacement income to 

higher salaried employees. This is a reasonable and accepted 

compensation objective, the cost of which should be included in rate 



I recovery in the same manner that the costs of retirement benefits for lower 

2 salaried employees are included in rate recovery. 

3 Q. Does that conclude your rebuttal testimony? 

4 A. Yes it does. 
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Would you please state your name and business address? 

My name is Alvin J. Feist. My business address is 918 East Divide 

Avenue, Bismarck, North Dakota 58501. 

By whom are you employed and in what capacity? 

I am Tax Planning Director of MDU Resources Group, Inc. (MDU 

Resources), of which Montana-Dakota Utilities Co. (Montana-Dakota) is 

the energy distribution division. 

Would you please describe your responsibilities as Tax Planning Director? 

My responsibilities include providing assistance with the tax 

compliance, planning and financial reporting for all federal and state 

income taxes for MDU Resources Group, Inc. and its subsidiaries. 

Would you please describe your educational and professional 

background? 

I graduated Summa Cum Laude from the University of North 

Dakota in 1977, receiving a Bachelor of Science degree in Business 

Administration, with a major in Accounting. I am a Certified Public 

Accountant having received my certificate in 1978, and I -am a member of 



the American Institute of Certified Public Accountants and the North 

Dakota Society of Certified Public Accountants. . 

Would you please describe your work experience? 

For approximately eight years, before my employment by MDU 

Resources, I was employed by both a local and regional public accounting 

firm, serving in a number of capacities, the most recent as Tax Supervisor. 

In April 1985,l joined MDU Resources' Tax Department as an 

Income Tax Analyst, a position I retained until January 1988 when I was 

promoted to the position of Tax Manager. As Tax Manager, my 

responsibilities included supervising the preparation and filing of all federal 

and state income tax returns for MDU Resources and its subsidiaries. 

This included the supervision and review of the income tax accruals for 

Montana-Dakota. In addition, my responsibilities included the supervision 

of the filing of the various property tax and sales tax returns for Montana- 

Dakota. I remained in this position until October, 1998, at which time 1 

attained my current position. 

Have you previously testified in proceedings before regulatory agencies? 

Yes. I have filed testimony before the Federal Energy Regulatory 

Commission regarding income and general taxes. I have also testified 

before the Montana Public Service Commission. 

What is the purpose of your rebuttal testimony? 

The purpose of my rebuttal testimony is to address the adjustment 

made by Mr. Robert Towers, testifying on behalf of the South Dakota 



Public Utilities Commission Staff, to the allowance for income taxes. I am 

also sponsoring Exhibit N o . ( A J F - I )  through Exhibit No. ( A J F - 5 ) .  

Mr. Towers has indicated that Montana-Dakota does not file a separate 

federal income tax return and is included in the filing of a consolidated 

federal income tax return with MDU Resources and its subsidiaries. 

Would you please briefly summarize what is involved in preparing a 

consolidated return? 

A consolidated return is prepared to report the taxable income of an 

affiliated group of companies in lieu of such companies filing separate 

income tax returns to report each individual company's respective taxable 

income. The preparation of a consolidated return is described in Peel 

Consolidated Tax Returns, § I .I (3rd Ed): 

"The income for each corporation in the affiliated group is 

calculated separately for most items. The separate calculations are 

modified, however, by special rules for transactions among the 

members of the group. Specified items, such as capital gains and 

losses, are consolidated at the outset. The separate taxable 

incomes of the members and the consolidated items are combined 

to arrive at consolidated taxable income for the group. Finally, a 

consolidated tax is computed on the consolidated taxable income." 

Who may file a consolidated return? 

In order to be eligible for the filing of a consolidated return, the 

corporations must be qualifying domestic corporations and the 



corporations must meet an affiliation test involving ownership with a 

common parent (involving ownership of at least 80 percent of the value 

and voting power of stock). In addition, all affiliated group members 

during the tax year must timely consent to all the consolidated return 

regulations. 

If a group of affiliated corporations have made an election to file a 

consolidated return, does the possibility for filing separate returns exist for 

subsequent years? 

If an election has been made to file a consolidated tax return, an 

application can be made to discontinue the filing of a consolidated return 

for subsequent years. A change in law or circumstances, such as a 

change in regulatory treatment, may be considered to be an element of 

good cause resulting in the Internal Revenue Commissioner's approval of 

an application to discontinue the filing of a consolidated return. 

Furthermore, as I indicated previously, a consolidated return may 

be filed only if all corporations that were members of the affiliated group at 

any time during the tax year timely consent to all the consolidated return 

regulations. If a member fails to consent to the consolidated return 

regulations, the tax liability of the affiliated members will be determined on 

the basis of separate returns. Several new members were added to the 

consolidated group during each of the recent years. It is possible that any 

new affiliate could challenge the consent and argue that it has a right to 

make an independent consent before becoming subject to the 



consolidated return rules. As indicated above, the tax liability of the 

affiliated members would then need to be determined on the basis of 

separate return calculations. 

When entities consent to the filing of a consolidated return, do the 

affiliated entities lose their identity and become what would be considered 

a disregarded entity for tax purposes? 

No. The affiliated entities continue to compute their separate 

taxable incomes as is described above, subject to certain adjustments and 

limitations. Each of the entities must adopt separate methods of 

accounting, which may be inconsistent with the methods used by other 

members. One member of the group may use the cash basis of 

accounting while another member may report the same or similar items on 

an accrual method. Therefore, while the tax for the consolidated group is 

computed based upon the consolidated income, the policy of tolerance for 

diverse accounting methods within the group and the computation of the 

taxable income at each entity reflect a "separate entity" theory on the part 

of the applicable tax laws and regulations. 

Would you please explain the methodology utilized by Montana-Dakota to 

compute the federal income tax allowance in this regulatory proceeding? 

The calculation of taxes for Montana-Dakota in its filing was made 

using a "stand-alone" calculation methodology. A stand-alone calculation 

methodology allocates the consolidated tax expense to individual 

members through recognition of the benefitslburdens contributed by each 



member of the consolidated group to the consolidated return. Said 

another way, the tax benefitlburden must be given to the company that is 

responsible for generating the income or paying the expenses giving rise 

to a deduction or a tax burden. 

What is Montana-Dakota's basis for using the stand-alone method? 

The stand-alone method allocates the consolidated tax liability in a 

manner that is cost-justified, fair and reasonable. It recognizes the 

principle critical for ratemaking purposes that a utility should be regulated 

on the basis of its being an independent entity and should be considered 

as nearly as possible on its own merits, rather than on those of its 

affiliates. Montana-Dakota has a long established history of using the 

stand-alone method in establishing its rates for purposes of electric and 

gas services within Montana, North Dakota, South Dakota and Wyoming. 

The Federal Energy Regulatory Commission (FERC) has issued several 

decisions relying on the stand-alone method of allocating income taxes 

among members of a consolidated group when a jurisdictional company is 

part of a group filing a consolidated income tax return. In FERC Opinion 

No. 173, provided as Exhibit No. - (AJF-I), the FERC sets forth a 

number of arguments supporting why the stand-alone method is the 

appropriate method of determining income taxes for a regulated entity. 

Would you please elaborate on the FERC arguments in support of the 

stand-alone methodology? 

On page 61,852 of Exhibit No. ( A J F - I ) ,  the FERC stated: 



. . .the method the Commission has followed since 1972, is one in 

which "a utility [is] considered as nearly as possible on its own 

merits and not on those of its affiliates." This method is called the 

stand-alone method, for "a stand-alone income tax allowance is 

one that takes into account the revenues and costs entering into 

the regulated cost of service without increase or decrease for tax 

gains or losses related to other activities . . . " The stand-alone 

method results in the tax allowance being equal to the tax the utility 

would pay on the basis of its projected revenues less deductions for 

all operating, maintenance, and interest expenses included in the 

cost of service. In short, it results in a tax allowance equal to the tax 

on the allowed return on equity. 

Mr. Towers has proposed that "tax savings" were realized through the 

filing of a consolidated return. Do you agree that the losses of the 

affiliates should be considered to be "tax savings"? 

No, I do not agree. A principal advantage of filing a consolidated 

return over filing separate returns is to reduce the administrative effort and 

number of filings related to such tax return filings, except in the case 

where a member of the group has deductions that exceed limitations that 

would otherwise limit the recognition of such deductions. In the case of a 

consolidated return involving deduction limitations for certain of its 

members, the realization of tax benefits for such deductions are generally 

a matter of timing for that entity, as the deduction can generally be carried 



back to a prior year or carried over to a subsequent year. Thus, the 

benefits of such losses would generally not be permanently lost if separate 

returns were filed instead of a consolidated return. It is also highly likely 

that if the member companies were not filing as a consolidated group, the 

loss entity could likely deploy other tax planning strategies or a 

reorganization of the corporate structure could be made in order to avoid 

the loss of such tax benefits. It is incorrect to assume that tax losses do 

not have value in the absence of taxable income by other entities within 

the consolidated group. If the other entities in the consolidated group 

would not have sufficient income to absorb the tax losses, these losses 

could be carried forward to a year where that entity might have income 

within the consolidated group sufficient to utilize such loss. While filing a 

consolidated return may result in an acceleration of the realization of the 

cash flow related to such tax benefits over what would be realized if the 

loss entities were filing separate income tax returns, the time value of this 

benefit is minor in relation to that of the tax benefit itself. Therefore, tax 

benefits associated with the net operating losses of affiliates should not be 

considered as true "tax savings" and Montana-Dakota should not be 

considered as adding value to these losses by virtue of its being included 

within the consolidated return. 

Does the stand-alone method ignore tax savings which are realized as a 

result of filing a consolidated return? 

No, it does not. On pages 61,852 and 61,853 of Exhibit No. 



- (AJF-I), the FERC indicates that the approved stand-alone 

methodology "...does not ignore the consolidated return or the tax 

reducing benefits the group realizes by filing such a return. Unlike a 

separate return policy, our stand-alone policy in effect looks beneath the 

single consolidated tax liability and analyzes each of the deductions used 

to reduce the group's tax liability to determine the deductions for which 

each service is responsible. It then allocates to the jurisdictional service 

those deductions which were generated by expenses incurred in providing 

that service. In making this allocation it is irrelevant on which member's 

return the deductions would be reported if the group filed separate returns. 

Instead, the test is whether the expenses that generate the deduction are 

used to determine the jurisdictional service's rates. Put more simply, the 

test is whether the expenses are included in the relevant cost of service. 

If they are, the associated deductions and their tax reducing benefits will 

be taken into account in calculating the tax allowance for that cost of 

service. If the expenses are not, the deductions will not be taken into 

account. In this way the tax allowance will reflect the profit the ratepayers 

contribute to the group's consolidated taxable income." 

On page 61,857 of Exhibit No. ( A J F - I ) ,  the FERC discussed 

the difficulty in applying alternative approaches to allocating taxes within a 

consolidated group and the FERC indicated that the tax allowance for the 

regulated entity: 

... should not be based on the "activities of others in the affiliated 



group" but instead, like other costs, should be based on the 

activities of the pipeline itself. Thus, the Commission rejected 

methods of determining the tax allowance by allocating a pro rata 

share of the consolidated tax liability and then adjusting that 

amount by excluding the losses of certain affiliates. In place of 

these methods the Commission installed the stand-alone method 

which determines the tax allowance on the basis of the pipeline's 

own revenue and expenses. 

Do you believe that not using the stand-alone method would result in an 

inequitable result? 

Yes. Montana-Dakota's cost of service and return on equity have 

been computed on a stand-alone basis. Proper ratemaking policy 

recognizes the requirement of keeping regulated and non-regulated 

enterprises separate to the fullest practical extent. No evidence has been 

presented which indicates that Montana-Dakota's ratepayers are bearing 

the expenses resulting in the tax deductions at any of the affiliated 

companies. The expenses resulting in the tax losses were incurred as a 

result of cash outlays by the non-regulated entities and these same 

entities should realize the tax benefits related to these costs. This 

Commission would find it unacceptable for Montana-Dakota's ratepayers 

to be burdened with the expenses of the affiliated companies. This 

Commission should likewise recognize that it would be incongruous for 

Montana-Dakota's ratepayers to be allocated the tax benefits that are 



realized as a result of the expenses incurred by the affiliated companies. 

It is also inequitable for Montana-Dakota's customers to share in 

the ability of the consolidated group to reduce current taxes merely 

because of a decision to include other affiliated loss companies within the 

consolidated tax return or due to the organizational structure of the 

consolidated group. The tax benefit of a non-consolidated entity's 

separately determined tax loss is an asset of that entity. That entity 

permanently gives up this asset by consenting to file a consolidated 

return. It is only fair and equitable that an entity creating a tax benefit for 

the consolidated group should be reimbursed for the tax benefit of the 

asset that it permanently gives up by its joining in a consolidated return. 

It should also be noted that the cash benefit received by the 

affiliates as a result of these tax savings is not being paid by the Montana- 

Dakota ratepayers, but essentially is being received from the government. 

Montana-Dakota's ratepayers are not being charged any more under the 

stand-alone methodology than they would be charged if no tax deductions 

were available at the consolidated level from the other entities and 

correspondingly, Montana-Dakota should not share in the benefit of the 

affiliates' tax deductions. 

The regulation of a utility and the rates charged its customers 

should not be unjust, unreasonable, unduly discriminatory or preferential. 

Consider a situation where two regulated entities exist and one regulated 

entity recognizes consolidated tax savings in its rates, while the other 



regulated entity supplying a similar public service does not have 

consolidated tax savings available to it. A preferential situation will exist in 

the rates charged by the one company to its customers as compared to 

the rates charged by the other company. The creation of this preferential 

situation violates sound ratemaking principles. 

Would you discuss the impact of the proposed allocation of tax savings for 

the affiliates and the company as a whole? 

As I mentioned previously, the affiliates who have incurred the 

costs for deductions resulting in these tax benefits will not be able to 

recover the tax benefits of such deductions to the extent such benefits are 

allocated to the ratepayers. This would place these non-regulated 

affiliates at a competitive disadvantage as compared to enterprises of 

other totally non-regulated companies in similar industries. The proposed 

approach prohibitively increases the cost of doing business and adversely 

impacts the financial condition for a non-regulated entity if that entity is 

unable to realize the tax benefits resulting from its expenditures for the 

sole reason of being an affiliate of a regulated entity. 

In addition, it is the company's shareholders who ultimately realize 

the loss of tax benefits which are passed on to ratepayers. The 

shareholders realize the detriment associated with the earnings impact of 

the expenses resulting in the deductions, while not being able to realize 

the tax benefits related to such. 



The focus of your testimony has been on consolidated tax savings. Is it 

possible that one might realize a consolidated tax detriment? 

Yes. The Internal Revenue Code permits taxpayers to claim 

deductions for certain items which it considers "tax preferences." In the 

event that the benefits derived from these deductions result in the 

reduction of one's income tax beyond what would be allowed under an 

alternative computation of the related deductions and tax, a company 

might be required to pay an incremental tax. This tax is an "alternative 

minimum tax" (AMT) and is paid in addition to the regular income tax 

computed for that tax period. A credit may be claimed with respect to the 

AMT in a later period, to the extent that the regular tax exceeds the AMT 

computed for such period. 

A consolidated group could have one or more members with a 

significant amount of tax preference items and also having a relatively 

minor amount of positive taxable income. These members might cause 

the consolidated entity to be required to pay an AMT. As this tax is also 

determined at the consolidated level and is reported as part of the total 

income tax obligation of the consolidated group, the question might be 

asked as to how this tax should be allocated? Using a stand-alone 

approach, if the AMT was attributable to the income and expenses of the 

non-regulated entities, the regulated entity would not be allocated a 

portion of the AMT to the extent that the regulated entity would not have 

incurred an AMT on a stand-alone basis. 



Assuming the stand-alone methodology was not being applied, it is 

assumed that this Commission would allocate the AMT on the same basis 

as that used to allocate other income taxes. Applying the theory of Mr. 

Towers' method of allocation to this situation, one would disregard the 

income and expenses underlying the AMT computation and consider the 

AMT as part of the total consolidated income tax to be allocated on a 

proportionate basis to each of the jurisdictional and non-jurisdictional 

operations. This could result in the allocation of little or no AMT to the 

non-regulated entity causing the consolidated group to realize an AMT, 

while a significant portion of the AMT might then be allocated to regulated 

entities who, on a stand-alone basis, might not have incurred an AMT. As 

a result, additional taxes would be allocated to ratepayers beyond that 

which should have been allocated to them based on the income and 

expenses of the jurisdictional operation. This would be inappropriate in 

the event that a consolidated tax detriment is realized and is similarly 

inappropriate in the event that there are consolidated tax savings. 

Furthermore, as the AMT is allowable in future tax periods as a 

credit against tax, one could argue that under the allocation method 

proposed by Mr. Towers, the credit does not belong to any single entity 

within the consolidated group. Instead, one would follow Mr. Towers' 

theory that as there is only one return filed for the consolidated group, the 

credit should be allocated in the subsequent period to all entities based on 

the respective taxable incomes of the members of the consolidated group 



for that subsequent year. This could result in the credit not being 

allocated back to the entities which would have paid the AMT in the earlier 

year, but could be allocated to entities which may have paid little or no 

AMT previously. Thus a jurisdictional operation could be charged with the 

AMT resulting from the deductions of a non-regulated entity in one year, 

without receiving a credit for such amount in subsequent periods. 

Has the consolidated group ever had an AMT and, if so, how was it 

allocated? 

MDU reported an AMT on its 1989 tax return. The AMT was 

allocated based on a stand-alone methodology. This methodology 

averted the adverse impact to ratepayers which could have otherwise 

resulted by applying Mr. Towers' proposed method, similar to that 

described above. 

Have there been other taxes for prior years which would have resulted in 

Montana-Dakota's realization of a tax detriment using the allocation 

methodology proposed by Mr. Towers? 

Yes. Prior to the current AMT, there was a tax known as a 

("Minimum Tax"). The consolidated group paid Minimum Tax in addition 

to the regular income tax for the years 1979 through 1984. There was 

also a tax known as the "Environmental Tax" which applied to the 

consolidated group and other corporations during the years 1987 through 

1995. The Environmental Tax was computed based on the income 

determined for AMT purposes and reported as part of the consolidated tax 



1 return. If these taxes had been allocated to Montana-Dakota and among 

2 its jurisdictions using the allocation method proposed by Mr. Towers rather 

3 than the stand-alone method, such methodology would have resulted in 

the allocation of additional taxes to ratepayers over and above that 

resulting from the income and expenses of the regulated operations. 

You previously suggested that if a different corporate structure were in 

place, the suggested tax savings would not be available for reallocation to 

Montana-Dakota's ratepayers. Would you please explain? 

The corporate structure currently in place for the affiliated entities, 

as well as the decision to continue to file a consolidated tax return, has 

been determined based on the long-standing policy of this Commission 

and the other Commissions for the jurisdictions in which Montana-Dakota 

operates to allow a stand-alone methodology for allocation of income 

taxes. Had this not been the case, alternatives would have been 

considered to avoid the potential cross subsidization of the utility by the 

affiliated entities. If this Commission were to reverse its past position on 

the stand-alone method, this change in position would retroactively 

penalize MDU Resources for organizational decisions which were made in 

reliance on the past position of this Commission. 

Montana-Dakota affiliates would need to consider alternatives to its 

current corporate structure in order to avoid the future adverse 

consequence of shifting of tax benefits derived from the activities of non- 

regulated entities to ratepayers. A number of the entities which exist for 



legitimate business or other legal reasons could very easily be merged. 

Such consolidation would reduce the likelihood of net operating losses at 

a single entity which can result from swings in local economic conditions. 

However, such alternatives, while available presently to the affiliated 

companies, would result in additional legal and filing costs that would 

otherwise be unnecessary. 

In addition, the current corporate structure for the affiliated 

companies was determined giving consideration to best business 

practices. Alternative structures could require changes that could result in 

potential legal exposures or other business ramifications on a go forward 

basis for the entire consolidated group, for the mere purpose of assuring 

that the affiliated companies realize the tax benefits to which they are 

entitled. A non-regulated affiliate should not be required to restructure and 

assume additional legal risk merely to assure that the tax benefit of 

potential net operating losses are not flowed through to the ratepayers of 

an affiliated entity. This unfortunate result would be solely due to the 

reallocation of tax savings in the manner proposed by Mr. Towers, which 

violates the essential requirement to keep regulated and non-regulated 

enterprises separate to the fullest practical extent. 

Do you believe another variation of the stand-alone method is 

appropriate? 

No other variation would result in as fair and equitable treatment for 

all parties as the stand-alone method described and any such variations 



I would result in practical and fundamental problems. However, even if the 

2 stand-alone methodology were not the accepted standard for rate 

3 purposes, which we believe it is, any alternative for allocating the savings 

4 of non-regulated affiliates should first consider whether the non-regulated 

5 affiliates' combined taxable incomes and losses result in an overall 

6 positive net income. 

Would you please explain why this methodology is more appropriate? 

A fundamental ratemaking concept is the allocation of costs 

between jurisdictional and non-jurisdictional operations. The taxable 

income of the non-jurisdictional operations should be viewed in the 

aggregate rather than on a company-by-company basis if one is proposing 

to allocate income tax expense using a non-stand-alone methodology. 

The regulatory agency should be indifferent to the results within the 

operations at each of the respective non-jurisdictional entities. As a result, 

it is the taxable income at each of the jurisdictional operations and the 

aggregate amount of taxable income from the non-jurisdictional operations 

that should be relevant for purposes of allocating the consolidated income 

taxes. I would suggest that Mr. Towers, on page 2 of his Exhibit 

N o . ( R G T - 2 ) ,  by his distinguishing between the income for each 

regulated entity and the total income of the non-regulated affiliates (as 

compared to looking at each entity irrespective of whether regulated or 

non-regulated), also gives some validity to this concept. One cannot 

consider only the positive taxable incomes of the non-regulated entities, 



but must consider all taxable income whether positive or negative in order 

to determine whether there are any savings to be allocated. If the non- 

regulated affiliates have sufficient income to offset losses at other non- 

regulated affiliates, it should be clear that no savings are being realized as 

a result of the non-regulated entities' participation in a consolidated return 

and the regulated operations are not adding value to the losses of the 

non-regulated affiliates. 

What amount of tax savings would be allocated to Montana-Dakota by 

applying this alternative allocation approach which considers the total 

income and losses of all non-regulated operations? 

In our case, for each of the years considered by Mr. Towers, the 

aggregate income of the non-regulated members of the consolidated 

group (which would exclude Montana-Dakota and Williston Basin 

Interstate Pipeline Company) was sufficient to absorb any losses which 

were realized by the non-regulated entities for such years. Based on this 

method of allocation there would be zero tax savings allocable to 

Montana-Dakota as shown on Exhibit No. ( A J F - 2 ) .  

Is the adjustment proposed by Mr. Towers consistent with a tax allowance 

that reflects the recognition of expenses in the cost of service, which is 

called "normalization," as compared to a tax allowance reflecting 

recognition of the expenses on the tax return, which is called "flow- 

through?" 

The adjustment proposed by Mr. Towers is inconsistent with a 



policy to follow normalization, which has been the general policy of this 

Commission. The need for consistency between a normalization policy 

and the method of allocating tax savings was addressed by the FERC on 

pages 61,858 and 61,859 of Exhibit N o . ( A J F - 1 ) .  The FERC 

determined that it was appropriate to follow a normalization policy rather 

than a flow-through policy, because a flow-through policy mismatches 

burdens and benefits. Under flow-through, ratepayers for earlier periods 

receive the benefit for tax deductions which exceed the depreciation 

expense being recovered currently, while ratepayers for later periods 

receive the benefit for depreciation expenses being recovered which may 

be greater than the tax deductions allowed for such periods. 

The FERC concluded that under a normalization policy, the tax 

benefits and expense burdens are being matched. The FERC determined 

that once a normalization policy is adopted for dealing with tax and 

ratemaking timing differences, it does not make sense to have a policy on 

consolidated taxes that ignores the source of the loss. 

The FERC illustrated this in a hypothetical situation involving 

company H, which owns two subsidiaries: A, a gas pipeline, and B, an 

electric utility. Company B puts into service a new generating unit, which 

also yields a large amount of accelerated depreciation deductions. As a 

result of these depreciation deductions, B realizes a net tax loss of $1 00, 

while A has taxable income of $100. Companies A, B, and H file a 

consolidated return. The consolidated income is zero, so there is no 



consolidated tax liability. Because A would have had a $50 tax liability if 

separate returns had been filed, the filing of a consolidated return 

produces a tax savings of $50. 

Following a normalization policy for establishing rates, B would 

calculate its tax allowance on the assumption that tax deductions were 

taken on the basis of straight-line depreciation and B would accumulate 

deferred income taxes related to its excess tax depreciation deductions so 

that they will be available to reduce its rate base now and its tax allowance 

later. 

The FERC indicated that a policy which would flow the consolidated 

tax savings through to A's ratepayers was "simply wrong." The tax 

savings produced by B's excess deductions belong to B's future 

ratepayers, not A's current ratepayers. The FERC concluded "...it is B's 

future ratepayers who will pay the expense associated with the 

deductions.. ..there should be no flow-through of the consolidated tax 

savings to A's ratepayers." Thus, the FERC concluded that the rates 

charged by a regulated entity should flow the tax benefits created by its 

deductions through to the ratepayers who pay the associated expenses 

when those expenses are recognized in rates. Timing differences reflected 

on the group's consolidated return should be normalized in order to 

eliminate the losses those differences create, irrespective of whether the 

losses being reported by a company are subject to the FERC's rate 

regulation. 



Does Mr. Towers' adjustment fully consider the impact of prior tax savings 

generated within Montana-Dakota on a jurisdictional basis? 

No, it does not. Montana-Dakota's federal income tax allowance 

was computed on a stand-alone basis for Montana-Dakota's South Dakota 

gas operations. In theory, one should apply Mr. Towers' theory by looking 

at the taxable incomes for each of the separate regulatory jurisdictions in 

which Montana-Dakota provides service. Assuming a situation somewhat 

analogous to that of the hypothetical situation described in the FERC 

order cited previously, one Montana-Dakota jurisdiction might have a tax 

loss and another Montana-Dakota jurisdiction might have taxable income. 

Following the principle that the tax allowance for each separate regulated 

jurisdiction should be allocated on a stand-alone basis, the tax benefits 

resulting from such a loss would be shared only with the ratepayers of the 

jurisdiction incurring the expenses which resulted in the tax loss. 

However, Mr. Towers proposes that the tax return entities with 

income should realize the tax savings resulting from the losses of other 

entities. Applying this same approach at only the Montana-Dakota level, 

the tax allocable to Montana-Dakota would be allocated to each 

jurisdiction based solely on those jurisdictions with positive taxable 

income. Jurisdictions with tax losses would not receive the tax benefit 

being derived from such losses. The tax savings generated in connection 

with providing service to one group of ratepayers would be permanently 

assigned to an entirely different group of ratepayers who did not pay for 



the deductions resulting in the tax loss, who would realize this benefit 

based solely on the fortuity of common ownership. 

Have there been instances where jurisdictional tax savings have been 

created within Montana-Dakota? 

Yes, there have been a number of such instances. In the late 

1970's and early 1980's when several electric generating stations were 

being constructed, Montana-Dakota reported significant tax savings 

related to tax losses andlor investment tax credits within its electric 

jurisdictions. In 1980, Montana-Dakota had an unconsolidated net 

operating loss and in 1981 Montana-Dakota's loss resulted in a reportable 

loss at the consolidated level. The tax savings related to these tax losses 

were allocated to the customers of the jurisdictions who were paying the 

expenses resulting in these losses. Applying the approach proposed by 

Mr. Towers, the tax savings generated both at certain jurisdictional levels 

and/or by Montana-Dakota as a whole would not be allocated only to the 

customers of the jurisdictions who incurred the loss-related expenses, but 

would also be allocated to the non-regulated affiliates. 

For these same years and other years as well, there were 

situations where a tax loss was realized within a particular jurisdiction 

while another jurisdiction had realized taxable income for the same period. 

By not using a stand-alone methodology for allocating tax expense at a 

jurisdictional level, the concerns raised within the FERC analysis above 

become a reality. Ratepayers in other jurisdictions would realize the tax 



benefit of expenses which were paid for by a separate group of 

ratepayers. The ratepayers who paid these expenses would be 

permanently denied this related tax benefit while the ratepayers who did 

not pay such expenses would have an unexpected windfall. This 

illustrates why consistent use of the stand-alone method should be applied 

for all periods in order to assure a fair allocation of tax expense to the 

customers of each jurisdiction. 

Mr. Towers has proposed an adjustment to the federal income tax 

allowance. Has he proposed a similar adjustment for a state income tax 

allowance? 

No, he did not. By failing to propose an adjustment for a state 

income tax allowance similar to that proposed for purposes of determining 

the federal income tax allowance, Mr. Towers appears to be proposing 

that the stand-alone method should be applied for state income tax 

allowance purposes, though Mr. Towers proposes that the stand-alone 

method is not appropriate for determining the allowance for federal income 

taxes. I believe this inconsistency is another flaw in his proposed 

methodology. 

Would you please explain? 

20 A. Applying a stand-alone methodology for the South Dakota gas 

2 1 jurisdiction only, the state income tax allowance would be zero. However, 

22 just as Montana-Dakota participates in the filing of a consolidated federal 

23 return, it also is a participant in the filing of combined/consolidated state 



income tax returns in a number of states. The taxable income related to 

the earnings of the South Dakota gas jurisdiction are reported in these 

state returns and apportioned based upon the relevant factors required by 

the particular state. Therefore, following the theory that the liability 

reported on the consolidated federal tax return should be shared with all 

the profitable entities without regard to what the stand-alone liability would 

be, a portion of the state tax for all the members of the 

combined/consolidated tax filings should also be shared by all the entities 

and a portion of such state taxes should be allocated to this jurisdiction. 

Are these combined/consolidated return filings limited only to those states 

in which Montana-Dakota does business? 

No, these filings include a number of states in which Montana- 

Dakota does not do business. However, as the nature of a 

combined/consolidated return takes into consideration all the unitary 

entities, Montana-Dakota must be included in these filings as well. These 

returns are similar to the federal consolidated return, where one filing is 

made in the state for all the entities, irrespective of whether each of the 

entities do business in that state. While this results in the creation of 

additional state liability in these other states resulting from the earnings 

generated by Montana-Dakota, there may also be a reduction in the state 

tax liability for those states in which Montana-Dakota operates as a result 

of the change in the apportionment factor to include the Montana-Dakota 

affiliated companies. Therefore, if the stand-alone method is not applied, 



a portion of the state tax liability for all states in which 

combined/consolidated returns are filed needs to be allocated to this 

jurisdiction. 

Have you calculated the amount of state income tax allowance that would 

be necessary? 

Yes, I have. The adjustment is an increase to the requested 

allowance for current income taxes of $105,342 and is reflected in Exhibit 

N o . ( A J F - 3 ) .  

Does the allocation method proposed by Mr. Towers give you a concern in 

the event that Montana-Dakota should have a federal or state tax 

adjustment resulting from an examination? 

Yes, it does. If a stand-alone method is applied, a subsequent 

adjustment of the federal taxable income of a non-regulated entity should 

generally have no impact on the tax allocated to Montana-Dakota. If the 

allocation method proposed by Mr. Towers is applied, in the event of a 

later adjustment, the consolidated tax and the respective amounts of 

positive or negative income for the affiliates will need to be revised. 

Montana-Dakota would be charged additional taxes related to these 

adjustments. As interest could also be due with respect to such amounts 

and the allocation of interest should follow the allocation of the underlying 

tax, Montana-Dakota's ratepayers would now be expected to pay for taxes 

and interest which might be solely related to changes in the taxable 

income of the non-regulated entities. 



In Mr. Towers' testimony, he suggests that Montana-Dakota and its 

customers could be encumbered with a tax liability in excess of that which 

it would incur if Montana-Dakota were filing a separate return. Do you 

agree? 

As a member of a consolidated group, Montana-Dakota and each 

of the other members which are part of the group for any part of the 

consolidated return year are severally liable for the tax. However, I 

believe that the shareholders of MDU Resources are ultimately at risk with 

respect to the tax liability of other members of the group and I believe it is 

highly unlikely that the ratepayers would ever be encumbered with this 

liability. I do not believe that this Commission would approve the recovery 

of taxes related to non-regulated entities from Montana-Dakota's 

customers and I would agree with that determination. Therefore, I 

disagree with the suggestion that the customers should share in the tax 

savings related to the losses of affiliated companies as they share in the 

potential for an increased tax liability. In fact, the opposite is being 

proposed. Under Mr. Towers' proposal, the customers would share in the 

tax savings of loss affiliates while likely not ever being exposed to the tax 

liability directly related to the affiliates. 

In addition, I would go one step further. 1 believe the affiliates with 

tax losses, under Mr. Towers' allocation, would permanently lose any tax 

benefits related to expenses which they have paid. Yet, these same 

affiliates could be held severally liable for the tax obligations of Montana- 



Dakota, which for such entities, would far exceed any benefit which they 

might derive as a result of the filing of a consolidated return, even if these 

affiliates were allocated the tax benefits of their respective losses. For this 

reason and the other reasons stated previously, if the method proposed by 

Mr. Towers is approved, these entities would need to reconsider whether 

to continue to file future tax returns as part of a consolidated return, which 

over the long-term could adversely impact Montana-Dakota. 

Do you believe the recognition of consolidated tax savings in utility rates 

would violate the normalization requirements for accelerated depreciation 

under the Internal Revenue Code? 

I believe it may. Private Letter Ruling (PLR) 8643052, provided as 

Exhibit No. ( A J F - 4 )  and PLR 871 1050, provided as Exhibit 

N o . ( A J F - 5 ) ,  were issued addressing a fact pattern strikingly similar to 

that of Montana-Dakota. In PLR 871 1050, the National Office of the 

Internal Revenue Service stated: 

If Taxpayer were to introduce a variable, such as the tax 

benefits resulting from the tax losses of affiliates, that served to 

reduce the amount of federal income tax liability deferred under 

section 1.167(1 )-I (h)(l )(iii) of the regulations, Taxpayer would no 

longer be regarded as using a normalization method of accounting. 

Not only would the tax deferral, so reduced, be inadequate to meet 

the normalization requirements, reduction would have the same 

effect as the kind of adjustment to the reserve that is prohibited by 



section 1 .I 67(1)-I (h)(2). The consolidated tax savings adjustment 

achieves through current tax expense a cost of service reduction 

that would violate normalization requirements if achieved through a 

reduction of deferred tax expense, and the effect is the same as if 

there were a partial flow-through of the benefits of accelerated 

depreciation as a result of deferring less than all the difference 

between straight line and accelerated depreciation. The use of tax 

benefits attributable to other entities in the determination of 

deferred tax expense or current tax expense will cause Taxpayer to 

fail to comply with the normalization provisions of section 167(1) of 

the Code and the regulations thereunder. 

The normalization requirements of section 168(e)(3) of the Code 

are similar to the normalization requirements in section 167(1). If a 

proposed method of accounting does not meet the normalization 

requirements of section 167(1) it will not meet the requirements of 

section 168(e)(3). 

There is an additional reason why the consolidated tax 

savings adjustment would violate the normalization provisions. 

Sections 168(e)(3)(C) and 167(1)(3)(G) of the Code require 

consistency with respect to the assumptions used for the 

computation of tax expense, depreciation expense, deferred taxes 

and rate base. The consolidated tax savings adjustment improperly 

includes the transactions of all affiliates in determining ratemaking 



tax expense without giving consideration to such transactions in 

any other ratemaking calculations. That is to say, in developing tax 

expense, Taxpayer's State Y Subsidiaries have not been viewed as 

standing alone but as a part of the entire group, whereas for every 

other ratemaking purpose these companies have been viewed as 

stand alone. This lack of consistent assumptions violates sections 

167(1) and l68(e)(3) of the Code. 

Therefore, based on the above represented facts and our 

legal analysis, we rule that: 

Taxpayer's State Y Subsidiaries will not be in compliance 

with the normalization requirements of sections l67( l )  and 

168(e)(3) of the Code if they use the consolidated tax savings 

adjustment proposed by Commission that, for purposes of 

determining cost of service tax expense, results in the current 

element of tax expense being lower than current tax expense 

computed at the statutory rate. 

In PLR 8643052, based on similar legal analysis, the National Office ruled: 

Taxpayer will not be in compliance with the normalization 

requirements of sections 167(1) and 168(e)(3) of the Code, if, in 

computing its total expense for purposes of establishing its cost of 

service for ratemaking purposes, its current tax expense is reduced 

by a portion of the tax savings attributable to the tax losses of Loss 

Subsidiaries. 



As our facts parallel those of these PLRs and based on the legal analysis 

previously cited by the National Office, we believe the proposed 

adjustment could result in a violation of the normalization requirements. 

Is this still the current position of the National Office? 

We are uncertain of the answer to that question. The National 

Office revoked both of these rulings in 1989, as a regulations project 

addressing this subject was then in progress. 

Have regulations addressing this matter been promulgated? 

On November 27, 1990, the Internal Revenue Service (the Service) 

proposed regulations attempting to address the application of the 

normalization rules with respect to consolidated tax savings. The 

proposed regulations would have prohibited the current flow-throug h of 

consolidated tax savings and essentially mandated a stand-alone method 

of allocation for purposes of computing ratemaking tax expense. On 

March 29,1991, the Office of Management and Budget informed the 

Treasury Department that any final regulations in this area would be 

designated as a "major rule" under Executive order 12291. Due to the 

extensive requirements of the "major rule" designation and the controversy 

surrounding the regulations as proposed, the Service withdrew the 

20 proposed regulations on April 25, 1991. 

2 1 There were indications from the Chief Counsel at the Service in 

22 September of 1991 that under the appropriate circumstances, the Service 

23 may rule that such adjustments do not constitute a violation of the 



normalization requirements. However, this individual and possibly others 

who might have been associated with such indications are no longer with 

the Service. Mr. Michael J. Graetz, then Deputy Assistant Secretary (Tax 

Policy) for the Department of the Treasury, offered testimony concerning 

this matter before the Subcommittee on Select Revenue Measures of the 

Committee on Ways and Means of the United States House of 

Representatives on September 1 I, 1991. Mr. Graetz stated that the 

Internal Revenue Service and Treasury believed they had the legal 

authority to issue the proposed regulations. Mr. Graetz described these 

regulations in this manner: "These proposed regulations would have 

prohibited current flowthrough of consolidated tax savings by denying a 

utility the use of accelerated depreciation on its public utility property -the 

only sanction permissible under the statute - unless the utility's tax 

expense in determining its cost of service for ratemaking purposes is 

determined on a stand-alone basis. Thus, the proposed regulations would 

have prohibited regulatory commissions from taking consolidated tax 

savings into account in computing ratemaking tax expense." Mr. Graetz 

gave no indication that the position at Treasury had changed or that the 

approach of the regulations would differ based on existing law. 

Approximately twelve years have passed without clear direction 

from the Service with regard to this issue and it is not known what the 

position of the Service will be if this issue is raised at this time. Therefore, 

we believe this is another consideration in support of continuing the 



application of the stand-alone method for determining ratemaking tax 

expense. 

Could you please summarize the amount of the adjustment to the 

allowance for income taxes you believe appropriate? 

For the numerous reasons above, I believe the correct income tax 

allowance is that determined using a stand-alone method, which results in 

no adjustment to the amount reflected in Montana-Dakota's filing. If the 

stand-alone method is not accepted and Mr. Towers' proposal to share the 

tax savings is approved, the determination of the amount of such savings 

should be made based on the aggregate amount of taxable income and 

losses for all non-regulated affiliates. Under such method, the federal 

income tax allowance reflected in Montana-Dakota's filing would remain 

13 unchanged and the total income tax allowance reflected in Montana- 

14 Dakota's filing would be increased by $1 05,342 to reflect an increase for 

15 the state income tax allowance. 

16 Q. Does this conclude your rebuttal testimony? 

17 A. Yes, it does. 
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:':FedefglEneigy ~ ~ g ~ ~ ~ t ~ ~ ! ~ ~ ~ & ~ i ~ ~ ; i i . :  - . ' .. ' L.! . :  . ',. : I . . ....... _ _ . .  - _ . .  . . . .  .:.. :;.. "' 

. ;  . .  .. . :  . . . . . . .  . . . . .  ., -;, - I  .,. . . .  3- ,'.> . . . .  . . : .  . . . . 
. . ;+ t.:..: ' 2  .: :... : '. 

_: . : I  _ . .  . A .  . . . .  . . . . . . . . . .  . . .  . . .  . . ....... . : , ;  r ' ,  fii.:. >.I. .: : - I  '., . , . . .  . . .  3 :  . . 

. . . . .  Ccilu'mbia Gas Transmis~ibn Corporation' bwns and operates an:extensive pipeline 
' system in the  Appalachiari and Atlantic codst regio4s: If%ellk nBtural,g&s'at wholeide 

t6:a iiumber of dis<ribution:systems. Thekompany'ha~ m-uch of..$$ga3 't'raqiported td it 
by Columbia. Gulf ~rirkmission Conipany,- which.'oWns "opei$tes;:a pip6line 
extending from the Gulf Coast to Appalachid. 'In--May ' 1975;'each''pijjelint com@ny 
tendered for filing incr.eased,-rates, 1 Aspart of the justification for thejncreased rates, 

... each. pipeline kcluded in its cost of service and allowance .':for federal income. . . .  3 .  tax . 

expeqse, Each . gipdine.,determined. its ,tax .allowance .as ~wouli, any., othei. company 
seeking an increase. .in, ra&es from.. this lCpmmission-by .appliing . the applicable . 

. 

statutory tax rate to, essentia1ly;'the allowed return on equity. 2.' 

The City of Charlottesville, ~ i r ~ i n i a ,  a customer of Columbia Gas Transmission, 
:contends 'thkt; becailse.. the pipelines ark. not .like most. ot.her rate:. applicants, this 
methodc.df deterfninirig the tak allowance produces.&xcessive rates. Hence the question 

FERC Reports . .  
002-21 
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Columbia group, including the pipelines, must be shared with, or flowed through, to the 
pipelines' ratepayers. This is so, Charlottesville argues, because the tax allowance for a 
utility is limited by established regulatory principle to the taxes i t  actually pays. 
According to Charlottesville, the pipelines' actual tax responsibility is a pro rata share 
of the consolidated tax liability. Since the consolidated tax liability reflects the tax 
reducing effects of using the excess deductions of the loss companies to reduce the 
taxable income of other members of the group, a tax allowance based on a pro rata 
share of the consolidated tax liability flows an equal share of the savings through to the 
pipelines' ratepayers. 6 Because the pipelines' tax allowances are greater than their pro 
rata share of the consolidated tax liability, Charlottesville argues that the tax 
allowances are excessive. 

The Public Service Commission of the State of New York supports 
Charlottesville's position. 

The pipelines, who are supporteld by our staff, a group of electric utilities, and the 
Interstate Natural Gas Association of *erica, take a different view. The pipelines 
concede that their tax alloGances dd not reflect any of the tax savings produced by the 
excess deductions of the four gas development companies. But they argue that, as a 
matter of proper ratemaking pdicy, those tax savings should not be reflected in the tax 
allowances. The pipelines contend that this is the correct policy becaus3 the ratepayers 
have not been charged with the responsibility of paying the expenses that gave rise to 
the excess deductions. 

'.. , . . j  : . .  . . . . .  . . ..... . . . . ,  . . .  . . .  . $ . . ,  . .  . . . .  . . . .  . . .  . . . . 
. . " . . .  With respect to ' t he  pafent, .the 'pipelines and :their .-supporters' agree with 
.Chaklottesville. that. the swings produced,;by. this company's .excess deductions should 
be ' flbwed"through : to the :.pipelines1. ratepayers, This is so..because .the :ratepayers have 

'been charged .with .the responsibility of paying-'the expenses.;t.hat 'gave rise to the 
parerit's:excess:deductions. But' it .is the position of these parties that. the 'method :the 
.pipelines~used to  calculate t'heir ~tax~a~10wa~ncesja:Itead~ reflects those savings. Hence, i t  

. . . . 
'is argued, no reduction in the tax al1owahces.i~-justified&':<. ' . . . . . . .  ' .  : ;,:; ,:;;:< . . .  

. . . .  : .*I . . .  . . .:.. i.'. 

: :, , .;.? ' ' ' ' . . . .  ... . , . , . , . . . JV. : :. , . . , . . . . . .  . . .  . . .  . .,:. ., -. ' z;,.: ., 
. . .> _. , . . . .  here ar=.thus tw$'.isiu& bef$i"~i. 0ne~.cdnc$k the parent's loss, It is very 
: ~ ~ ~ ~ ~ i < ~ l - i ~ d e ~ d , ' i ~ ' i i ; ~ ~ @ ~ ~ t i ~ ~ i .  DeS the ,$ipdinesJ methodif cal&l&ting their 
tax allowances flow the t ax . sa~&s  tiieated'by'the pareiit's loss througli to:r.atepayets? , . :  

., . The ,other issue,,:cor)c,tp~. our :policy, toyards, ,utilities, that jpin :in. filing a 
 consolidate^ ,&g,re+~r~p,~'Q~, ~ ~ ~ c i ~ e ,  ,guggtion before. us, .though, , is  not so easily stated. 
?h=:@ie hgs,had +,.lo~g - history at.=this C p p ~ i q i o n  and at. ?the?+., Thie terms ....... -!$''the . 

11 'aii" , 
debate'!actual. . . . . . . .  taxes ?#$.',! ,,:phantom taxes," .:stand' algne,. , _separate: eptityy,- 
have.-afquir.qd,. many -meanings. Their, use 'herq,suggests. the ,di~i~ion:,~betwen the 
pa~ties, is stayk,and.:the.question, before us simple. ,Are the'taxCsavings'to~6e:shared,pr 
are they not? should the: tqx~~ll~wq~ce,be.,b~seddd~n .the conqjida5efl feturp .or should 
the filing of that return'be ignored and the'pipelines treated as though they filed 

. . . . . . . . . . .  .,... ., . .<i/ .: . '  . . . .  ., . - .  ,: . .  separate.fetums? .' .:,.. . . . .  ::. . ' ,! 
. . . . . . . . . . . . . .  , . . . .  . . -  . . . . . . .  . . . . . . . . . . .  ? .  . . 

*These$. however, are not. the:: before. us.. The pipelines join..in filing .a 
;consolidated tax.return. Andlthe Columbia group realizes. a .taxsavings by fi1ing:such a 
return:There is no justifihtion for ignoring that 'rea1ity:And no one:contends that we 
should. . . . ,  . 
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The need for a different application of the principles stems from the fact that the 
income tax is not simply a tax on income. I t  is a tax on profits, which is gross income 
less the expenses incurred in producing income. So the tax allowance should be equal t o  
the tax on the profit the ratepayersawill contribute to the company. In  short, the tax  
allowance should be equal to the tax on the company's allowed return on equity. 11 
This is so because the allowed return on equity is the amount of profit the company 
should receive for providing service to the ratepayers. 

There. are,,. however, :vaq.t ,difJerences ,betyeen our. ass.essment of the. profit the  . . .  
company ,is. due and:the ~ ~ c u l a t i ~ . o f .  the amount.by which the company is'&o:rtsidered 

.to, have been;enriched by the Internal Revenue Service, Some of these differencks'qtem 
frsrn,the &f&reg~gsin the T.F+nue, that is,uaed in.. ca!cu!ating. the cc!mp~~$ls"&$.. 
.Thg.mos& .obyip~..difference i g  +at we bayi'our d&&r&haticm 'of the c&npan$~.proflt 
on :projecJioqs :of+revenue. The. Tnternal .Rqyenue, Service,!uses, bf. =purse; .the r&enues 
:tk+e,.gompany.,eith~r :agtually.piqeives 'k. acpues .the. right to .reseiy<' du&g;.the. tax 

, ..year. There,.are, e y e ~ i g e , $ . ~  difjereqcp,ip t h ~  Fxpenes that  . . . . . .  .ire :recognigeij,,' . :  -:, . j .. 
. . . .  .,,:;:;: . . . . . . . . . . . .  : .. . . . . . . . . .  . . . . . .  - .: .?-: .. ;,: . -, .. .',"."; . . . .  7 ; , 

BecauJk these differeiic"i'& so vast5$he CO&&$$~I$ l& f@Qhd ... 'that ".:. . .the ~ i & z  tce 
company pays to the Internal Revenue' SerVice are 'not a'reliable guide, even7'ak' a 

:starting. point;::for.. deter;mini:ng!, a aarnpagy!~ +ax al),~wancre. Instead.,, . th.e,lCommission 
:,has':alwqpa:made.: its.lown:.assessinent. ofi$,he &ax c~gt,:the..company .incurs in. pr .o~i ,~ iqg  

. . . . .  . . .  .seficezj.;;. *I. '. .;,:, <! . ,: . .  - i . : ,  : . , .  %%:,.: :,3: , : . > j . :  ;,. ,2s7$ty..r . ; ... 8 .  . -  . . :! :: 
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. return: policy,. our..stand,alqne policy,in.effect. looks. beneath the single consolidated tax  
.liability. a'nd analyzes -ea& of .thedeductions ,,used .to educe.  the. group's .t& liability:'to 
determine::theideducths f&.~hich"each se.yice is respjnsihle.' It: then allocates .to t h e  
.jurisdictional~.~r.vicee~th~~~ deductions .which were generated. by ixpenies 'incurred in  
providi-ng 't@at:.eryice,.. ;1n,:@aking thi~..allocation i t .  ia irrelevant on: yvhiCh niqnber's 
return the deductions would be reported if the' group filed'separate retuihi; Insteid, 

.;the test-is whether the:expenses .that generite the .deduction are used to.determi'ne the 
'jurisdictional servica's:rates. 17 Fut,.more simply, the.test.is -whether the expenses~are 
included in the:relevant:eost ofservice. If they are,. the associated.deductions.and.their 
tax -reducing benefits willi-be %aken ,into account in-,calculating :the. tax. allowance for 

-that .cost ,-of .service. -If, . the expenises are ,not, - the .deductions will notibe' taken into 
. nrrn..k+ Ti i -  +.h:r .. n.. .&a +nv xllm.. a-rs ... -L-"urt,.. Lx lLa  :bal+- ran auvrjar;ur. &!1 refie~t.the .p&t the ra:?psyers c~iitiihite . . . . . . .  . . . . . .  to the':group1s.consolidated~taxab1e;income;. . .:-. :.!, .? ..t. . . .  . . .  ... : _ .I , .  i 

' " & . I ! : :  . . . .  .:!'.. ;. ' "  '. . :  . . 
~ ~ ~ l i d a t i b n  of I% stand-alone policy t6 the facts of this case,+$jIts ,i6'Gmi of the 

tax reducing benefits the Columbia group realizes from filing a corisolidated retuin 
-being-used to~educe~the:pipelines': tax allowances. :Specificallq;., the benefitstthe group 
~rea~zes:Erom:.including .the .parent:are .used tci~educe the pipelines'tax allowance;-the 

. . .  .:tax.benefits:.ea,lized:by including. the:fouiuupply companies. aremot. . . . . .  : ..: . . .  : r.. i : ,.,, .. . . . . . .  . . . . . . . .  . . :,: i ;  :, , . . .  
. ~ h &  >parent .r<p.ort$. $ ,,&% .lbgcbep"se '&.. deductiog'foi the si&&jst '&q''.&i$ i t  

1 J  , . a  , .  
incurs in seGcing f'g debt .excee$s its ;nc+e: $5 By.filirig 'a :con~soljd$~d +t"?n &is 
loss is used to reduce the taxable incomes of the pipelihes antr'otliki inkmbers o f fhe  
group . . :Hence:th&parent's Jnteres&expenseicreates a consolidated t a x  savings .: 

' . I "  . .... . . . .  . . 

. . . . . . . . .  h , F ~ b ~ : < h s ~ . ~ ~ i ~ r ~ l ! &  , ..!:, .... the $i&li$i:$ ' u ~ ~ d , : t $ p r i $ t ' ~  i&!iest &ip&sea&the 
pipelines. cog  id 'delit? ,QfiS,. th= 'rbt6fiiy&!b. b e e  the buf den 6f .$ayihg :,tk @if&t1s 
:.,.ife+$$ji~~~k. T h a t  ?being. $ci,; 8ii:$q"al, .@qr&c, of . t&, b,aierjt'i i.++est, .expeiibe 
,. eductlp .m.pst;..Pe allka$ed 'go:.the pi@elines'; ratepayers: ,,Our, stand-lone ... ;,: poli'cj( ..%. d i s  : just this,, 19lG thiSyk9 i t  .'+fl+ts: in the.. t@x' all@+,a*c?es . . . . .  a :.- . . . .  ..po*tifib of . thk:hF3ijlida&d . . . .  

. . . . .  tax sii"ingi treated by fhe'jp'irent'; losi.:2Q A:,-. . : , , - . . . . . . . . . . . . .  ............. . . .  . . *  . . . : . .  . . . .  =,+ -: 

In. .197tf..the four supply coqpanies. were in various stages of, starting their 
oper,ations.. :So $ie$ had .little, oj. no reqenue: 21 .But. bec.~use;$f~ ~ert$in~pro;ilsions of the 
Intemal,, Revenue ,Cde: :tliq$ 'had ';:.large, $&, deductions: ' Heii#=, eachi: c&&& 
con.pibutefl,more tJCiujitions. than-.jhcome . . . . . . . . . . .  to t~e""grou$~ consoli~ated, . . . . . . . . . .  t~xable  inco&ej ' 

L..' , . . . . . . . . . .  .,+. 9.::. . - . .  . . <'. .+..,- ' T ' ,  , :,;!?<, ;, .., . . .  
... 
: .: -; : These;6oinpanies :have.under.taken~thei1::P;rojects t ~ ~ p r o v i d e  additional. gas supp1,ies 
for.-the- systemi.~.including "the :,pipelines: .But ithe .:ex@enseslthese companies., :have- 
*:incurfed: were ;:not.'incurred4n providing. transmission isemice; So. the: requisite~causal 

~4ink':between. the .:i3ipelines1..: .ratepayers and; the :expenses .incurred, is a missing: The 
ratepayers were therefore not responsible for these expenses. Accordingly, none of the 
expenses gf .the. gas development, companp were ,,included in t h e  pipelines:, cost of 
ser%ices,. B$causkjthi$$ so! ,&e..,pf t h e  deducti6ns or'the gas dev&opiirent . . . . . . . . .  cidpanies 
should b.< .allbCat@$'~~j ' the ! p1pe1in.e~' . ,z . . ,~ :.-, . . .  : .ratepayers. 'hd;.tgey' are pot .iinde* oui stand- 

' alo&Goliey:~o h ~ l d ' ~ & h & v ~ ~ e  ycjidd .+@ilt, i,n . . .  , .-.,. all@a$cei for the pipdihes 'lower 
than are called for by the amouiit of pofi t  t!he"pipelines"?depayeis w2ll.'contri6:ute. 
The rates would fhen not be ~ost~justified orju.st;a.nd reasonable. .i ,-!: , . ... . : 

. . . .  . . . . .  . . . .  . . . .  . . . . . . . . . . _ .  . . . . .  i. . . 

. . 
VII. 

. . . . . .  

, . ,The method. for determining,.'the tax allowance ~harlottes$lle .ady&ates i s  . . 
considerably. different, ~Charlottesville.'starts.with .each pipe1i,ne1s .pr&:rata share of the . . 
'conso1idated'~~ax 'liability. .Charlqtte:esville; . . . .  calculates. . that  . .amount..bj; . . mubiplying. the 

. . . .  
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other businesses that: have nothing to do with the gas business. Pipelines ,have,.becon 
involved in such businesses .as. real estate, financing, packaging, wire manufacturin 
textiles, shipbuilding, : mining, ..and even vocational training and employ me^ 
services.28 . . . . . . . . .  

. . 
. That diversification causes &oblems for our regulation is bblious. 1 t m a y  expo: 

the pipeline's ratepayers to a 'variety of burdens. The diversified activities may inct 
lps&$ or.co?ts that the .company may attempt t s  pass on to the pipeline's i,aiepayer 
And the riskiness of 'the activities may impair the company,'s credit, thereby kaisin 
the cost of capital. The universal response of regulators (at least' at  this"~ommissior 
has been to, try to isolate the ratepayers from .these burdens. The Commission 
al1.ocation methods, .which are designed to segregate the costs of jurisdicthna! and nqI 
jurisdictional businesses, so1ve.many of the problems. But' the Com+ision .has gon 
beyond that to require-that the costs of.different jurisdictional services, such as ga 
production, be segregated from the costs of providing' transmission service. 29 Th 
Com@sion has also attempted. to.limit the capitalization and cost,.of.capital..used i . . . . . .  
setting rates. to th.e cgpitalization and, cost associateddth the pipeline..b~.isiness. 30 1. 
short, .the response has. been 40, try to  regulate the pipeline as an."independent.entity 
so that it i s  'laonsidered as nearly as possible on its own merits and mot. on those 'of it 

. . .  affiliates." 31 

. That tqo was tbe Commission's ultimate resppnse to the consolidated tax problem . . .  
~ ~ & ' t h ~ t . t o o k , . a  while. .There were several false . . starts.32 . . . , 4.. . . .  . . , : 

i I 

The first donsolidiite'd tax deziiing Mth a divekified company wa3"OJin Ga, 
~ransmission .Company in1'1957. 33 OKn explored, produced, and tiansported gas: Thl 

"group to'which 'Olin belonged 'reported a tax loss, on the consolidated.return because t h ~  
'losses of Olin's.,parent .on :its independent' gas exploration and .. .development' , progran . . . . .  . . .  exceeded the income from Olin and its other subsidiaries. . . 

T& ,~6m&ssi~n .staff, following' the'.established ,method, argued that  becaiise thr 
' group paid no'taxes, .ilo t8x ~Ilowance~should be included. in Olin's-cost-df ser+ice: Tht 
judge and. the'. Commi&on 'disagreed 'and a l lo~ed  a tax. allowance: based on tht 
€o~pany ' s  return on equity. .The Commission did so because t'he 'losses: arose "froir 
'unregulated [ie., non-jdiisdi'ctional] business actiirities unrelated'to Olin's'natural: ga: . . .  ,j*&ion." 84.. ' '. ' . ' . . . . 

. . . .  . . . . . .  . . . . . . . .  .., . . . . . . .  . , .\ 

The Commission's holding seems sound in. theory. As:.a panel of the ..Court. oi 
Appeals for the,District of Columbia.Circuit' said in a famous dictum: .. . . 

[Wjk are ' iot  aware of <ny p&cipled basis for sk$pg'that:'&"& gas tion'&ne?s 
should pay less for gas simply because the unlikely hypothesis materializes and, 
.say, Mobil Oil loses money in its Montgomery Ward investmeqt;. 36 . . . . . .  . . .  

But as an  administratively practical 'method, the Commission's holding leaves much ta 
be desired. In many cases it would be easy to tell that the diversified activity is 
"unrelated" to the pipeline's gas operations. 36 But in other cases the task would not be 
so easy. The question of what makes an activity related can be answered in many 
ways. So there would be many questions and many close cases. 37 

These questions were never answered, however. The diversification movement was 
just beginning. So cases presenting the question were rare. And in the next case that  
did present the question the Commission changed policies again. 

FERC Reports . . . . . .  
019-22 
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But beyond this, we cannot agree with this approach. The distinction between 
regulated and unregulated and the allocation method the Commission developed to  
reflect this distinction faces insurmountable problems. 

$ 2  . 
Some of these -problems are .practical. The method. is,.or.at least can .be, difficult to  

apply :4.6 . . . . .  .. . .  . . .:. I 
. %  . . 

' .' ~Ot@er~'problenk are more fundaniental.. One iis:that the. distinction between 
regulated and .tinregulated is inconsistent with. the. princip1es::this~'Commission uses .to 
allocate- costs. Instead,:we a11ocate:costs between jurisdictional and now-jurisdictional 
.ope&tions, and, where there are two or more .jurisdictional. operations; -the .costs 
inciiired in , p r i d i n g  the Servicti~~whose ,rates are being:determined .and costs incurred 
in 'proVidi~g other-se.&ckS. The'simple.fact that atompany's operations are regulated 
'is.quife irre1evant:So-Zhe Cities Sewice ?method do& not conform-'.to its;own':starting 

. .I.... . . . . : . .  . . . . .  . . . .  ,point, ' 
: 

i ' 
..:; . ; 

. . . . . . . .  . . . .  . . . . . .  ( .  . . '  ... 5 .  . . .  I, . . _  . . . . ::::.: : - ... ,.. : ..<;. - , . ' . .  .:,x 
Viewing the question more broadly we,.dp mt aeqwhy..ihe absence qf regulatick 

makes a company's loss less significant to the task of determining a pipeline's tax costs. 
. . . . . . .  . . . . .  . . ~dhei'ence'to that i;iew.'kbuld produce'absm'd r e ~ u k s  46 .. ".., : ' 

> :  8 .  I._ . I '  .,. 1 . . . .  . . ' . . .  . . . . :.,. ' :._. : :: ' 7  ,.: " : ...... . . .  .:.. . . . . . . . .  . .: J I 

a : A third-i$roblem ioncerns theiloss of a :regulated compmy. Under; !the cities 
.Senil'i:e method s&h :'a' 1oss::is automatically used.. . to reduce the..,taxable. income.. of 
rej$&atid companies: ;47 i'Thus,.: . i h e 2 ~ C i t i S e e  -.metihod :&r, ..fd?, that :hatter, .:the 
mkthod:Charlottesville advocates) permanently assigns. the tax- 'savings. generated-in 
providing service ..to one. :group; :.of .'ratepayers. to. an: entirely different group; pf 
ratepayers, ba~ed~solely on/.:the fortuity of common oynership. ,We see no justification 
oil'tfia~, rf , the tax. 8a~1igs:are"tb:llie 'shared:~kifh'any'grdipof rtitepayets, they .should 

ki$hirsd with $e,ijtea+firs, of :t$= c~mp&n]i'th~t"i!~kurred~ t&i19$. 18 ' . ": l-'!.; ." .... ... . . .  . . .  . . . . . .  .;. ... :j ;... i. ..,; r 4 . . . : .  . . . .  . . . . .  , . . . . . . . . .  . . , .,,::: . . .  . . ' 

We adhere to that judgement df the ~6ihikiBion. ~ G d o  so fdi t'&tie:ieihs.:FiF~t, 
!:the factsjthe Cpmmission: ~iAied,on.have!pot changed; Pipelineqaje still :dixersified. We 
:have no reason ito believe~that,the :diversi$y:in thc ,natural:gas industry :the Commission . . ,.. 

...... :FERCz Reports .-'- .. , 
014-23 

q.61,396 
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new- unit generates not only electricity but also a large amount of accelerated 
depreciation-deductions, B's deductions exceed its income by $100. A, on the other 
hand, has taxable income of $100. A, B, and H file a consolidated return. The 
consolidated income is zero, so there'is no consolidated tax liability. Because A would 
have had a $50 tax liability -if separate returns had been filed, the filing of a 
consolidated return produces a tax savings of $50. 

. : -.In, setting rates for ,B ,we would, .follqing our normalization policy,, <calculate B's 
tax allowance on the assumption that tax -.deductions, were taken on .the :basis of 
straight-line depreciation. And we would require B to accumulate in a deferred account 
the tax:red.ucing effectsyof ~itsiexcess~~deduct~s~so.~t.hat they willzbe .available to reduce 

. . .  . . .  . its ratebase qmv#.and, its tax.allowance later. : : .-: ;. . . . . .. 

.... .: Xbough.,.:tliis-is: a-.hypothetical' .it :is ,.by -no; .means .atypical. This case presents 
.several'.'examples. During thectest year Columbia LNG' was-building a :terminal. t o  

.*receive: and.:re'gasify .imported. liquefi'ed natural gas: .This. .portion..af the ..compa.ny9s 
business. reported; a :.tax -loss because .of typical timing difference expenses. That.:isi..the 
companyls sonstruction ,expenses, such:,as interest: during -constructi.on,, .were ,deducted 
foratax purpos.eg. 67.33uk;for rate'making;purposes ithese2exp.enses were capitalized. The 
company will recover them over the life of plant through depreciation expense.;Hqce 
the deductions should be used to reduce the rates of that operation's future customers. 

' The company also'began to operate a synthetic natural gas pIant in the test year. 
This bperation also reported a tax loss solely because of timing difference expenses. 'ti9 

Though~we have no ju~isdiation over this operation and its rates, the company and 
customers. have. agreed. to price the synthetic gas on a cost of service basis. ,So the 
company capitalized its construction expenditures, charged' depreciation attawstraight- 
line rate, and accumulated the tax effects related to those expenditures and its excess 
depreciation deductiods in a deferred tax  account..80 

. . . . .  ,; .. .... .i, , ,  :if.< 'LC,  : . !  . . . . . .  : .  . . . . . .  . . . . .  . . .  
. . ~ h ~ . r e ~ ~ l &  q? pgm ;TIy rates Columbia ~ ~ ~ k h a i ~ e & & i h e  t& b e W t s  

crgted, by: its dedytiops .thraug@ to thk rat?pay;eri. +hi, &y - the ?sskiited '6kp<i$es . . . . .  
when, khwe expenses- .are ..recognized i n  rates.' Bl., Hence, 'if :'we': ,y&e to  :&llpiv 

',Charl,ottesville'g metliod, q e  -would have .to exclude' from., con~idei~tion C@lii!!bia 
..LNGls losses. To do, otheqiise Nvould r e s l t  in the . , .  .tax savjn,gs . . . . . . . . .  .being .flopwed thi'diigh 
:tn$ce. .62 There are many similar ckses. 8s . . .  . . I  . . . .  . . . 1 i ,  . . 

L .. 

This does not end the significance of normalization, however. Normalization is 
simply a method of allocating tax deductions over time. I t  .tells us when a tax 
dedudtion should be recognized for ratemaking purposes. So before we could even apply 
Charlottesville's method, we would have to normalize the timing differencesshown on 
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. . . .  . . .  : .  . : .. . - .  . . . . * . . , :  

Charlottesville and the PubIic Service Commission of the .State ,of ..New ' YQrk 
advance a rider of arguments against our stand-alone policy. 71 Most of these 
arguments have,' beeii addressed- 'previously: .But. t~o;.argiim.ents::.w~rrant. further 

. . .  id;hmenf; ; . : . . . . . . . . . . .  6 . t  . -. . 
: . . .  . . .  . . .  '.. ' _ ' . . . . . . . 

; : . . .  A. 

: Both ~h:ar;lottesville aiid. tht-New 'York Pdblic ~ervi~e'~omrnisiio~..c~nt~nd that 
oyr st+hd-alope n ie tw, i s  not sqiportable OF tlit faith of this 'base. Thdug-h the pai-ties . . .  
express this 'kontention'~dmklhat differendy, their point :comes down to e&entially 
this: "In instances where the jurisdictional ratepayers of apiplline ar& fillly. insulafd 
.fr.om ,.th.e .risks andtipcreased ,qosts a q ~ i a t e d  with .the investment a.ctivi;ies. of non- 

... jurisdiqtipnal ;companies, , there, ,may be .some -basis: for reducing the,rqtepayers' 
,share of: th.e .consolidated .,, tax,. savings: generated - solely.. :by such, nqn-jurisdigional 
! invwtnents..:, The. situation.. , ~ f  ?fhei:Columbia .system,..;however, , is. not: one of ;those 
.insta~~es.'! 92 That. isso, the :parties,?.ontend, because: &he :actifities of:,&he .pipelinesJ 
sister. companies,. .especially Rbe .devt&pment coqpanies,,. ..have imposed nu,merws 
burdens on the pipelines' ratepayers. Accordingly, the p.artie.5 argue &hat:in fair,ness&he 
tax benefits created by the pipelines' . . sister companies ought to' be shared with the . . . . . . . . .  . . .  . . . .  ; j 1,;; . . . . .  r&tej&y&., .'>, ; .:, . . . .  ; I*:. & . .  . . . .  ..... . . . . . : .  ^>. - / , . - _ .  l C , .  : . 

. . .  ..,:,:.i, ;: : . ........ . .  . . . . . .  - .  . . . . .  .::: . t'.' . . . . . . . .  ,.. i . -  . :  . _ . .  : . . . :  : . 
- . -, .We.. disagree:To. be sure, we .ag;ee. :&h the principle ,that ::benefits; should foilaw 
burdens. That is implicit ,in; ,our. .stand-alone .poli.y,, :what.. .we:. disagree ,&h . $, the 
parties' application of that principle. The task we have before us is to al1ocate:the tax 
reducing befiefits created thii system's deadctiohs to: the' system's ,-'membi$rs. That ... 

"+ust"be.- done ..on the Gasis .of 'some fat%% that is ~e~son~~1P;lqin~c'losd relsted to the 
"benefits t o  be a1lckate~:'~ut the burdeii~Charlottdvilleand NewLYork'~point .to (to.the 
' extent'.they 'are'.l$urde%s A t  d l )  are s"uhply :too:.far . . . .  '.remoited from 'the' tax ,benefitst0 

. . .  justify allod&ifi.g ,ti;= .6&fits ioqth&f&t&p;aykis. . .  . & . .  . . . . . . . .  . . . . .  . .  : 

' . p .. ..- ;.: 
. .. . . . . .  . e&r@le . , :...?! *h. ...... i$ .: ....c ai&edthat. .. ,: ... :% ,:-" i!li&'a'feP~3ers are -b&rdengd"bedau~e;Th$.~i~elines' 
iritetnallys :gen&a;ted.'.fnnils,' afe .used:~fo '.:finance'. tlid 'systerii2sS gas. -supfily .'eff&s. 'lnt&!ally ge,i&rkte&?fddd~ co&isi of n&t!ii;cdrhe (or ,rpidfifi,, de$i&&tiif;;$ridd deferred 

income taxes. Since a pipeline would not have these funds but for the revenue proGided 
.h::the r+tegayers, .thesatepayys .can,.be said to .be .bea$ng a b@en here.,,But,this is  
.! ~pt.a~burden..:impos~.:by the,,:qystepls .gas de,velopment.' act.iyities.. Pipeg$es ar.e ,not 
.eleemosynary-.in$itu&iops. Thr$r sha~~holders are,eatj.tledito,a, ~ e t u q  dn, gin4 a return 
of,- their .capital.,.,Pip&nes. qre: also, enhitled,. to .the ,.us$; .of, t~e~money,..q~tepayeqs 'have 
. pa.id+for ,.taxes that h&e not y ~ t  :been .+aid to .the ,gozeqnqent. ,Xhe, !~a.i1.tepiyeri +aye 
paid,noimore;in rates bexiuse of the<ga5:supply .efforts~~oreover, yhai:the$belii<sl . . . . .  -. 
shareholders do with this cash is largely their own business. They inay reinvest it& the  
pipelines or they may invest it in other business ventures. So we do not see how tlie 

"pariikijlas'intieStmerit .dek!iS;iofis the $ipelinesj'-shaS.eliolderS'~hgve.:made, namely, t o  
8 .ih+&t. 5 3&$ .part :bf. the' c;ish 'they :.d$iive 'frfrom f he in .<su$ply eff~ft's, 
jusiifyallm'ating'@n'y OE the taiibenefits crea;ted by those:efforts.to the'ratepayers. '3 . 

. . . . .  . . . . . . . . .  . . . .  ., . :..I:. .: , - . . . 
.+. ; :We .reach the same .co~clusion-with3respect to -t.he argument. that because the 
pipelines are "funnelingJ' hypothetical taxes to the. :. gas, supply,. cqmpanies, . the 
ratepayers have been burdened. 74 While the ratepayers are paying a tax allowance 
and are to :'that extent? bufdened; this is not.'a burden' imposed by .'the, gas .supply 

- companies. The't'ax~.allowan'de~ieflect tlie costs of providing seri6ce.i Nothing .has;been 
, . , F E R ~ ~ ~ ~ . ~ ~  - ; .> . . .T 61,896 
.'0091-23 
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pipeline' operations. .This :perception has antered.-{into the.> macket's calculaiion of 
Colu~ia 's .s tock.and would...be refleeted -in.ar:higher cost ofequity. So tlie::pipelines.' 
rates of '.return reflect c$ "risk pie&mJi .,for: the system's exploration and- develobment 

. . . .  &.f ivities -:a2 :: 1.' ::.; . -.:; . . . .  . . .  . . . . _ .  . . . . . . . . . . .  . . . . . . .  . . 

' .:. , . . . . . . . . . . . . . . . .  . . . . . .  . . . . . .  .,.: . . ' . . .. - . . 
. . - Theevideilce s h k  that the system's. exploration and development 'adtivitieshave 
had some::i-mpact on the : dost. of debt .used- in setting the. pipelines? ratesiiof. return, 
though less than Charlottesville claims and far less than the tax benefits a t  issue. 83 
This, evidence"'might ju$tifji-,..:,on pbiely equitable . grounds, Some' ~Karing of the 
c$&o@dat&i tk Sa-iings'if t6.iiie~weiei . . no other way to protect the ratepayers,froin this 

... . . . .  . . . . . . . . : . . .  increased.cost of capital: . . .  " . . . .  . . . . . .  . . . . . .  . . . . . .  . . . . .  : . . . . . .  
: .: . . . .  g &  this,is:not'the case: . . . . . . . ; . .  . . . . _ . ' (  . ..: . . .  

. . . .  . & . . .  .... . . . . . . . .  . . . . .  . . . . . . . . . . .  . . . .  . . . . . . . .  . . . .  . , .:;.::. 

Our stand-alone pblicy .applies not; only to-the deteiniination of. a :utility% .tax 
.allowance but also to  the determination of the utility's rate of return. 84 Hence, when 
.+e lise the pa?ent's'ca'pital' striidture and cosfs, adjustments, :where necessarjr, can be 
rriade .to bot;ti~..ele~eI!ts to insure.i~at'the;retufn"refl&ts'onl~ the iisks. a i d  cqsts. of 
pro$diiig>hC :spedific, ~erlriie, at '.is$be:'&d where the ques&on has ,been raised the 
~~$@nin~$$@' hai done. $6. !@,lias'kii'minatid eqiiity fr@ t h e  capital 'strut$tie when the 
.equity. . , .+s, usedito finaiice do&itility business or operatidns .thiie were '-sepi-irately 
iegui8t&l, l5y the '~o'.+&$ion; 86 'it has'eliininated the 'risks'.iiiipo~ed on the' system by 
oPerat*s other ,than: th{ pitielhe;, 66 i t  &&' endorsed;'in principleexcluding from 
the.rajeof'retufnit~e'cost :.:a.tV .,!:.. of debt' . . .  that was not'used't&flda'gce . . . . . . . . . . . .  the pipeline,busiii&. . ................. . . . .  . . . . . . . . . . . .  ... . . . .  . . .  . . 2: i I; .<.-' . . . . .  

So nothing prevented the parties from raising their cbnce+ns.tha;t; th'e.returh:&as 
.tw high yheq,that. issue was presented .to, the Commission for decision, :But they did 
:no$.: @stead, .they5~settle& $8' Hence: fiat the parpes' argument h+e 'amounts t o  is a 
'plea &,at y~ ,use coriFpli&tkd' tax, s?Gngs' tp relieve them of a .  bargain . . . . . . .  $th which'tiiky . 
are! no .long5 ,happy.. .This . . . .  ,we decline :to . . . . . . . . . .  do. The 'plea is top: lake, . . _ . _ . . .  .,: . . . . . . .  :' . . . . . . .  , J L a :  

. . . .  
, .: . ; ;::: . . . .  . . .  . . . . . . .  . . , .  . . . . .  . . . 4 . . . . . . . . . . . . .  .i2 . ...;':. . . .  '. , . j  . ,  . . . 

. . .  
.-.* . . . : . .  .... :..I . - .. ' a .  t;: B. ... ; : . . . . .  . . . . . . . . . . _  _ . . . .  . . < ' * ,  
. . . . . .  

. %  . - . . . . . .  .; . ..2 

.~h~.~loi te '&lle  .con$ipds .that.:bui i&d-a@& method &iqistentlj;;'pro&c tax . .  
~ ~ l l ~ v v a n c e s , ' f ~ i :  t h ~  :p,ip<l'i@i$ far la+!+ t&ii tk ~ipdini$;!!ai$uil f&iij,reifipnsibi1it~,~ 
..Charloitesvj?le ,. ,.,. .. s ~ o r t s  .'thki argumeqt' 'wit$' . .  it:. sable com@aring,. the. @peli;les'"stand- 
alone tax' allowances'with various amounts ieported 'f'p',tlie Infernal .$ev;eni@,.~e$+ice'on 
the group's consolidated returns. 86 ~1iis'tibl.e ihbws, fiii ~xainple, that tlie i"'fe~-ifi 'this 
..docket; which ;were-in:effectcfor.. most .of JW6,: assumed! tha:t :the pipel&~es'.,,tax costs 
~.totalleil:s.$!84 million:! .Charlottesvi.lle .says .that ..the .piplin& &9re &.Ahq:..group.'s 
ac tud  tax liability. -was. $60.6. million @fore .investment Ral! ,credie and - $52&milli.on 
af ter  investment tax ,..credits. i Mare~v.er,. .Charlo#esirill~:,.-:saysi ,:in.: some yqars.- ,$he 
.pipelines.' stand~alone tax allowancQtexceed the actual.~taxlliabil~fy 0f.th.e ,entire group. 
..Charlottesville I therefore ; argues that .  -aw spiid-alone policy violates . the,:st.atutory 
mandate that "requires that ratepayers reimburse a regulated pipeline ~nly;.for:~actual 
costs, including federal income taxes" and is thus unlawful. 90 . . .  ..... .... . . . . . .  . -.:. . . . . .  . .. :: . '., ..1 ' . ' . . .  . . . .  , . ', 

' We disagree. We do so not b&cau8e:we.disagiee with the~principle.~that:only.actual 
.&ts should .be included in the.cost 0f:service. Everything we have heretofore said :in 
' this Opirlion shows th i t  .we are:in complete agreement with that prindiple. Rather, we 
do so bticause we 'cannot agree :that the amdunti reported t o  the Internal Revenue 

.Sehice'represent .the actaal'tax costs the pipelines incur iri providing~service. . . 
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considerably because of the way the members of the groups have chosen to adjust their 
earnings and profits. As a policy matter, we think that is unacceptable. The differences 
in rates would not be based on differences in the cost of providing service.103 
Accordingly, we see no alternative but to disregard the allocation the Columbia group 

, uses for tax purposes and make our determination of the amount of the consolidated 
tax liability that should be allocated to the pipelines. 

IX. 

The other issue before us concerns the tax savings created by the parent's loss. 
This issue involves no question of policy. Everyone agrees that under our stand-alone 
method, these tax savings must be shared with the pipelines' ratepayers. Instead, the 
quesiion here is the technical-though complicated--one of whether those savings 
have been used to reduce the pipelines' tax allowances. 

. . . . .  .., . . . . .  
' (1) The sub$li$fiei of th~p,~$umbi$;g~oup issue nq securiti&to the public.  he 

parent secures all 'the capital for tlie' system by issuirig debt' and'ecj'uitv seixrities"to 
the. public. ~ e ~ s u s i a r i e s  obtain .$hpu!:caaapit+l. <by issuing. . debt . !pnd . . . . . .  .. equigy .to the 

. . .  . . . .    gar en^.:: . : . ' .  ............. : : :  . , ............ . . .  . : . .; . .  . . . : ;  . . .  
. . ,', , , (2j; j~'@e.d5r~trkceiYe~ bi'i;idind~:&id < . . . . .  . ..: . . . . .  intdrkit f h m i t i  subsidiaries; ~ n d  ;it pays 

..,. . '  : . . . . . .  . . . . .  . .  ' . I .  ' .  inteesf ....... :to its bondliofders.' ' ' . . . . . . . . . . . . . # . I .  :.; :;..:', :, :.. . . . .  . . . . . . . .  .. .. . . . . .  . . .;... . : . . . . . _  . . 

: . (3). In calculating; the :consolidated tasable incqme on the.,qonsolidated.. retu.in$he 
parent's ,dividend incam-yjs exclude@9t The ,parent :.therelore reporls oply ' i ts interest 
income and intefest;e.xpenset -Beeawe the, parent% interest.: expense is greater :th?a .its 
interest income,. the: .parent:reports a.,tax;loss. This loss is:used to,redyce ,the . taxable 
incomes of other members of the group. Thus, the parent's excess interest expense 

< .. . . . . .  dednctimwtreate a.taic:saui;ngs:.:.i .;: ,I.- .. ; . . : . . 
. > .. . ' "  . . ! . . . . . . .  .. .:,,. . . .  .+,..!>. .,>., .: '.'< *:;,:: . . : . .  :.,, .:;, . . 
. ..(a There a~e,,~wo:.re~sor!s thtgarentkmterest exp$nse.is @eater thadit i  interest 

.$come:, &ljy is that the, lntere&jate.jp dbebpnds tbgparent issues,,$ o~ t Ik~$ub~ic  i s  
slightly' higher than the interest rate oii'tlie 'bonds 'the Eubsidi'a2ies. have' ., - . .  issued',$o. .,. the 
parent. This difference in interest rates is minimal.106 It account+ 'fijr. oilly 'a. sinall 
.p.o~tion qf the diffeqence-betqen .the ~arent 's  jnterest ,expense and intqrest .income.lO~ 
Th&:otherrreash for the  d i f fe~enq  is t h a t , t l ,  paie~t  h i s  more~debt!.i~:its capital 
.structure- than:& the. qb$ididiarie~.,Jn ,197rlithe . ~ ~ y j i t ~ ~ , ~ t r u c t u r e s : ~ f  the,,.ba&t..and,.the . - -  
s.ub;si,$i?ries were,a.sfollows: M ; i:.:; . , : >.:. _ .::: :., , . I . .:.; ,; . . - . . . . . . .  ._ . :  

8 .  :': ...y>;., :-, . ..< ,:i ,;; ::,:. . ',, :: . . . . . . .  . . .  . .  ;; . . . . .  . . . .  . , ... . . 
. . . . . .  .. .; -,. :.;.,<: : :,;:, :..- 8 . . . .  '. j .  . . ?  . .  . . . .  . . - .. . . . . .  , I. : . . . .: - 

Parent All Subsidiaries 

. . .  
. . . . . . .  :., . .  :,  ' . .  . . . . .  .1 ..I ;',,:..:;;! .+?; .,!> ,,;. ;; . . . . .  . . .  - . .  . . .  . . . . . .  . . . .  , . . .  . - . . -; 8 ,  ! : .... ' . . . . .  . . . .  . . . I  I. : . . .  . : ; ' -  , . . . . . . .  ...: . . I  ' 

,. 
I.. 

..: ,i ; . . . . . .  ( 5 )  Ti? sEttliiig most oth6,r'ibstks.iii this case the paities agreed to use-thk.parent?s 
c a ~ i t i l  ;.lir$dt.re and' cos't. Cif' capital to &tabli'ili!the..pipelines"..rates of return. Thus, 
&$rate :of rethfh%s'bds2d.'on ?hie $rent's; iiot'tbe pipe1inesJ~;hterest expense. Because 
thisis s6; $ur &arid,albi6 policy B&quiresltliat the tak 'savings created:.by the. parerit's 
excess.int&rest ;'tdeductiBfii be used to'redute' the' pipelines' tax allowances: : . '; .. 
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by deducting the parent's interest expense against the pipelines' inc~me.  Since the 
consolidated-tax liability reflects the tax savings, the tax allowance will, too. 

This poin€can be demonstrated. Since the question is really one dfarithmetic, we, 
like the parties, will do so by means of an example using simple numbers. 

Suppose that P ~ o m ~ a i ~  (P) sells $10,000 of securitiks'to the public: $6,000 of 
bonds paying 10% and $4,000 of common stock on whi'ch P will pay 12%. P does not 
carry on any business. Instead, it forms a subsidiary, S Company (S), to transport 
natural gas. P invests all of its capital in S. For its $10,000 P receives $5,000 in bonds 
paying 8% and $5,000 of common stock on which 5 will pay 12%. S bas no other 
capital. With its $10,000 S builds a pipeline. 

Suppose further that a t  the beginning of the year S puts into effect rates that  
yield revenue of $1,560. At the-erid of the year S aqd P file a consolidated tax return. A 
customer then complairk to the Federal Energy Regulatory Commission that S's rates 
are excessive. 

.: ..;.,::.. ..: . . 
, %  c . .  .. 

To j&tify its rites $I files a rate of return st idy and a cost 6f.'&ici.'The rate of 
return study is based on P's capital structure and cost of capital. Those are as follows: 

. . . z .  . . . . .  - ' .  . . . . .  . . . . . . . .  . . . . . . .  . I _  (,. t .  . . .  ..?'i . . .  ..-. . . . . . . . . . . . .  ..: . . .  . " .L  . . . . . .  
Wejght&j, :<<.-: 11.'. :' 

Ratio Cart Cast 
................................... Debt 60% 10% 6.0% 

................................ Equity 40% :,,,.. ,.,- 
. . ,10096 ; .  '"';\,..', , 10.8% 

... 

. . .  
. . . . .  

Using this capital i~~tion,  S's .cost of service study _.._. .sho&':ret"rn, _ tax allowance, 
. . and revenue requirement 'as .follows: 

' .  . 
. . . . . . . .  . p i  : . . . .  

Debt .............................................. .:. ... & 
.................................................. Equity 480 

....................................... . .. , .. Total Return :: . . . . . . .  . . . . . . .  $ l W  
:. : Less:Interest : -I.. :: ..i I. ; ..; *. ;.. .. ::(600) I . . . . .  .. .... . ......... ..:... . ....; 

. . . . .  Tax Base ............................. 2:. .. .:. ..; ......... , : .$ - 480 
............................... . . . . 

Tax Allowance.(at So%) y.. 
... .. n Revenue Requirehint . : ............................ . : i ........ '$ISM). . . .  

$ 4 8 0  
. . - ...>..... . . _ . .  ; . .  . : :  . . . . . . .  . . . . . . . . . . .  ...... . - <. . -  .- . . . . . .  . . . . : 2 .  . ... .... 
- . . . . .  .Pro$ . . . .  . . .  . . . . . . L '< . . . .  Gross Income : , ::.;. . i :.. ..... : ........ :.': .... : $1560 . "  . . 

. . . . . . .  Less:.Interest : ..: ,I -. <a) , . .  . . . . . .  .. ......... .... .....'... ... 
. . .. ..! .. . . . . . .  . . . . , , a  - .  .,.. Taxallle~Income y ' k :  . . . . .  . ?  . 

Tax (at 5.m~). . .  . .; . : . .  . . . .  . - : : . . $  480, , . i  . . . . . . . .  . . . .  

I. is correct, the tax allowance should.be~equa1 to the consolidated tax liability. 
That is in fact the case. . . . .  . - ., 
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. . . . . .  J .  . . . .  . . 
. . , . ' .. Ph InteresV 

. ..+ . . .  . Statutoi-yRate. 

Debt'.'.. ...'......... -1. :......:.. ..; .... ...$.600 
................................. Equity 480 
................................. Return $1080 

........................... Less: Interest 
Tax Ease 

(600) ............................... $ 4 8 0  .......................... Tax Allowance $ 480 116 
... . ....... . -Revenue-Requirement ; :::. : : $1560 

. - 

S's Interest/ PP Interegt/ 
Effective Rate ' Effective Rate 

. . 
''Chali;lottesthlle thiiiis 41  this, is ir~e1e"gnt;: Accordi,ng..tq ~haikot~~s\ i i l lk;  !That. is 

significant is ;that, the,,parent's cost of debt is higherthali' the costs the pipelines incvr 
.on the debt 'they have.issued to the parent. Since.the parent's.cost.of debt was used in 
.setting: the :rafe of' return .for the .pipelines, CharlottesviHe argues' that the ,ratepayers 
are-reimbursing the pipeli;es for costs not incurred. ,:., :.: ' .'- : % 

. . .  . . 
. . .  . . .  . . . . . . . ...,.?-. : . . . . . . . . .  . ... . ,. 

.. - :,. 
. . 

- . 1t ii 'aifficult know what' to make' of this'&ument. 1t  souids i s  tthoukh 
Charlotkesville's -.complaint-is d t h '  the use of. the parent's cost 'of- debt ifi..setting the 
;ate, df.&ti& rathkr 'th&:@th 'the'.use, of the hitereit expiiise as i'ae'ddbticin 
in c6lculating the,tax allowance. .But charlottesville says. that, this is no.$ its position. 
~harlot;tk&ill& re=ogni?;e.s that in.settling other partsof . . . . .  the case i t  .has agreed .to use 

' the.'pafefit%. capjt'gl-structure and ..costs, for the pipelines' retuin. ' ~ h a i ~ o t t e s v i ~ e : $ a ~ s  
... &at' i t  is,,nbt.&Gi&&hp %hit  th6 &tlement's rate ,of return. should .be:changed.lIO 

Instead, Charlottesville says .that..i.ts positiqn id.  that, because, the %turn is ,inflated, .. . 

deducting the parent's interest'expene does not flow the tax sa6ings through2? . , 
. . . .  ' .  .:. . :  . . . . . . - . :..... ...... . . . .  . . .  . . ,.. .: ::: : ; ;;. . . 

' . T& &ument i s  withciut &&it: ,The issdehere i s  +Wefh&tfi;i tax srivings'created 
..:by tlil'parefit's ;Merest exberise have.been flo$ed thro~g3 ,by deductihg-tho$fj.;ex~e.nses 
. in calculating ,thq,,pipelines' tax :allqw&ces. To answer that we:.must. lo6k a t  ithe tax 
. . I . . .  .,-. . 
.coitsequences of .our'.oideri .Those consequences :aye .unaffe~ted:by;the interesl*expense 
... we . , .  'use . :  in .,.. .settifig .;. , . . .  ih6 return: Companies do:not :repoit .incorlne..:on':ghe basis 'of :what 
ievenuks recovcr..fheif kquity- yethrq:and what recovers their debt.costs. Iiisteaid, ,they 
simply report gross income.,and.:deductions,-Sb':.whether :the:..pipk~inksl 6r  thi:paient's 
.cost of debt :is-:used in :the..setting, the.'rerj_urri':<e11sS US ntifhi~g.'about .the,:tax 
.:ciinsepuences, .~fi~t.inij'!t j. ..... kje:detei@ined'by considering the interest.expinse,..de~ctions 

. . .  taken .on;thk:donsdlidated return: ha ... . _,. . . . .  .. 0 . . . . . . .  . . .  . .  . . . . . . . . . . . . .  ; i' .< : : :.. ;. . . -, . . 8 .  . .  . . 
.. * 

: a .  
Wha2:ct;his ..ar&n@<, dqei t$ll is ;  thin', :'i?,,,th& &i$Spi&, i~,,,.sta.&nent's~.~to the 

contrm., ,;~h~rlottes~lfe~.s~.~,~i'tion . i s  .:that. -using the parent's capital. .structure. :and 
.costs :has inflated the retnrn.:.Is this.so? Notiiing ' i r i8 t$~~recd~d .;!, shows' ., . - r r ,  that a retarn 
based on the pipelines1 own dapita1:structure and costs would be' lower: 'a1 But' 'even .if 
there'were,: we could not: conclude that .the ,return is 'infla.t'ed."As we vave..said 
.previously.,,where a subsidia~y issues no securities to the public, its capital,str&&e 
and costs should nof;t$;,used; 122 ThoSe,elements have been determined by.the parerit, 

' k i t  .the:rnarkkt.. The parent can mar;'ipulate.*ose elements f o r : . ~ & . . ~ w ~ ~ d v a ~ t $ ~ e :  That  
cannot be aMoreover, in this case the parties, including.Charlottesville., .have 

' agreed. to use 'tee: . . . . . . .  parentls capital, structure and costs. That agreementis . . final.50 i t  is 
.. .too late to complain now..that .the return is too high. 

iFERC Repfls :'. .. 
047-23 

. . . . : .  . T  61,396 
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.used in preparing the consolidated.t:ieturn "differs .service. The statutory,rate is applied .LO the tax bas, 
sharolv from the tseoarate taxable income.. of the so calculated. See Exh. 23B. . - . . L 

membkrs that wouid be reported on separate 
returns." Peel, A Treatise on the Law of Consolidated 
Federal Income Tax Returns 5 5.03 (2d ed. 1973). See 
also supra p. 2.  Even if these differences were 
ignored, there would be other problems. Many 
deductions permitted by the Code are elective. For 
example, certain interest during construction and 
intangible drilling costs may be deducted when 
incurred or capitalized and depreciated later. Hence a 
separate return policy requires an assumption about 
the deductions the jurisdictional service would report 
if it filed a separate return. Presumably, the 
assumotion would be that the iurisdictional service 

23 Michigan- Wisconsin P i p e l ~ n e  Company 
Opinion No. 275, 13 FPC 326, 373 (1954). Ohio Fue 
Gas Company, 13 FPC 281, 286 (2954); Home Ga 
Company, Opinion No. 272, 13 FPC 241,246 (1954) 
Hope Natural Gas Compahy, Opinion No 262, 1; 
FPC 342, 347 (1953); United Fuel Gas Company 
Opinion No 258, 12 FPC 251, 264-65 (1953) 
Atlantic Seaboard Corporation, Initial Decision, 11 
FPC 486, 515, aff'd, Opinion No. 225, 11 FPC 4: 
(1952); Hope Natural Gas Corhpany, 1nitial Decislon 
10 FPC 583, 612 (1950), afld,  1 0  FPC 625 (1951) 
Penn-York Natural Gas Corporation, 5 FPC 33, 38-35 
,.#,A<\ 

would'rbTPrt deductions in elia&ly the same manner "-'. 
as the'group does on the consolidated return. Whether 24 This fact does not appear in the Opinions. Bul 
the service would do so if it in fact filed a separate 
retilrn is open to question. See Exh. 5 a t  12; Tr. 247, 

11 Louisiana Power & Light Company, Opinion 
No. 110, 14 FERC 861,075, a t  p. 61,124 (1981) 
("The test [fordetermining when the consolidated tax 
savings should be flowed through to the jurisdictional 
customers] is whether the expenses which created the 
deductions used to achieve the;tax saviqgs were paid 

,by the  jurisdictional customers."); Southern 
CaJifarnia Edison Company, Opinion No. 821. 59 
FPC 2167,2174 (1977). 

l a  The parent alsa incurs some.-.expnses in 
serving stockholder accounts and paying its directors. 
These expenses are deductible. But .there is no issue 
here that these deductions should be used to reduce 
the pipelines' tax allowances. 

10 We will explain in more detail how this is done. 
See infra pp. 5@57. 

Under a separate return policy the result 
would be different. The tax allowance for the 
pipelihes would be calculated by using the 'pipelines' 
lower interest expen* deductions because those are 
the deductions the pipelines would report if thEy filed 
separate returns,'Under a separate return policy none 
of the tat reducing benefits the Columbia group 
realizes by' offsetting the patent's loss against< the 
income of the group would be reflected in 'the 
pipelines' rates. 

a1 Columbia LNG began operating a plant for 
the manufacture of synthetic gas in 1974. The 
company was also constructing a plant to store and 
regasify imported liquefied natural gas. Columbia 
Coalqwas engaged in the development of methods of 
converting coal to gas. But it did not produce any gas. 
. Nor .did 'it produce any revenue. Columbia Gas 

Development of Canada was exploring for gas in 
Canada and the Arctic. Like Columbia Coal, this 
company produced neither gas nor revenue..Columbia 
Gas cDevelopment was exploring for gas in the 
Southwest. This company also produced some gas. So 
this company produced some revenue, but not enough 
to offset its deductions. 

Charlottesville suggested an alternative method 
that reaches the same result. Under this method the 
total lossed of the group are multiplied by each 
pipeline's allccation ratio. The pipeline's share of the 
1- are .then taken as a n  additional deduction in 
calculating the pipeline's tax base for Zhe cost of 

. .theresords establish,.that in all but one insknce the 
.parent wasme p.rimary; if not only, reason.the .group 
&aIited a ..tax s&ngi , b$ filing a 'b&lid&d. . t a x  
savings. The ong exception. was the. first consolidated 
tax c w ,  '&nn-Y* ~ a t G r a 1  Gas, The re-ord in ihat 
,&se,d-.not reyea1;the squrce of the tax,savipgs; . . :' 

. ..In three cases,: United Fuei.Gas,.Ohio Rue1 Gas, 
and..Home Gas. which a!l in\rolved,,the. Columbia 
group for the same time period, some of-.the tax 
,savings . wefe created .by losses incurred by the 
piee1in.e~' ;et<il di&iibution':affili&es. .The  
(3.ommission ' flowed ,those sav:ingg' tliroii:$i . to  

" iatepayers. Since' the. amounts ,at &ue were very 
small, we can appreciate Hihy t h i  Coinhiisibn r k a e  
-no diitinction between these .tax savings arid the 
much larger tax savings created by'the parentk loss. 
Nevertheless, we have our doubts 'about this aspect b f  
Bhe Commission's decisions. See'infra p: 26.. . 

26 Rates are  now determined somewhat 
differently. Hence a different method must be used t o  
reach the same result. See infra p. 57 and note.115. 

2' Michigan Wisconsin Pipeline C0m)any. 13 
FPC a t  373; Home Gas Company, 13 FPC a t  246. 

This same reasoning was followed. ' .by.the 
Commission in Opinion No, $7 .with ,respect to ,the loss 

. of ~olu,mbia!s retail diit~ibutioh s$bsi&xy in West 
Virginia. That' company .lost monej; 'from ,1970  
throuih. 1974,: beca.use,- the s ta te ,  public utility 
co&ission &d ' imposed a rate moratoriym. The 
moratorium was lifted late in 1974 so the company 
was expected to have in place rates that would enable 
it to report taxable income in the future. -Beeuse of 
that, the Commission held that this loss should be 

.::ign&ed in calcutatidg the t&x allowances for the 
pipelines. 8 FERC atrp. 61.009. T l i ~  Court 'of. Appeals 
.affirmed, 661 F.2d.at . .. 952. ,,, . . ,. .- 

.(We. note- that this rationale would be equally 
applicable - to: the .loss of;Columbia :LNG;:Although 
this cdmpany reported .a tax loss.!in +9i!4;! the test 
year, the company has since .reported:.tax8hle income 
in every year but one. See Exh. Z,,Sch~dule.3;,J2xh. 5 
.t 12L13; eli. i?. Scped"F 16.) 

. .I. 
.. . . .. . . -  I .  - 
'. :a7 : ~ h &  is, however, an ,  area we: would .prefer to 

.. avoid. Many ,of the .instances w.h.ere.,there is .an 
allegedly non-recurring lo*, have invp1ve.d , and will 
involve. a. retail .subsidiary; :that has. a tax loss. Sin!ce 
we do not .regulate retail subsidiaries, it is very>. hard 
for -us ,t9 form a reli~ble. judgment, absent -special 
circumstances as w.ere present in ;the case,.of 

.Columbia!s -West Virginia ,retail ,subsidiary. a-bout 
when these comp;mies.will.repart t.axable.incom.e. 
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the pipelines. That:seems to us .to be . a  little bit 
wasteful of the Commission's resources. 

46 Hypotheticals are easy enough to think of. For 
example, in the Columbia system the dperations of 
the parent, Columbia Coal Gasification, the synthetic 
gas operations of Columbia LNG, anH (probably) 
Coluinbia Gas Development of Canada  a re  
unregulated. Suppose that  in the future the 
unregulated operating subsidiaries made bundles of 
money and had more than enough taxable income to 
absorb the parent's loss. Under the Cities Service 
method the tax savings produced by the parent's loss 
would ' not be used to reduce the pipelines' tax 
allowances. But these tax savings should be shared 
with the pipelines' ratepayers. 

4'. In  Cities Service the regulated company with 
the loss was a company that :transpprted oil by 
pipeline. The company was then regulated by the 
Intehtatd Commerce Comniission: . . ' ' . . . . .  . . .  0 . . .  

is ~h~~&nt.~an.be.,put,~~jttle Gore bluntly. ~ & e  
&hth@ may look fair 'to r a t epayh  gf..a .company 
,yith&xable iidme. But we dciiiibt,it'l~o+'f&~ to the 
ratep,ayen.of the b i3pany-yF a Ims. . . . , 

49 4 7  FPC a t  362-63. supra p. 10. The 
Commissibn noted the problem of using the tax loss of 
one regulated company io  reduce the tax allowance of 
another regulated company. I I 

Id. a t  362. 

61 Id. The Commission cited its decision in El 
Paso Natural Gas Company, 44 FPC a t  77, supra 
note 30, to exclude the company's investment in its 
manufacturing - affiliate from the pipeline's 
canitalizatioh. , , a t  

: 63 . In  :dicta the Commission. also' ,expressed i ts  
view -that. a change: to! the .Btabd-alone. method -was 
.needed tmavoid "discouraging" gas. exploration: Id. a t  
362. In Opinion?'No:47 .the Commission: applied the 
stand-alone method -in this case:ilargely .for ..this 
-on. .:. ., .' . . . . ; .  : ,..: 

-We, 'however;. :dd nbi'rely'. $n-. thii ratiofialii:" ;See . . . . . . .  .bra 6.'. . ' . ' ' ' . ,t'. 

. . . . .  .: . .  , 

.94 The commission decided Floida ~ a s . a t  &e 
.height of the trend towards diversification. In  1972 
pipeline operations of the comp,anies' in.,Moc$y's 
Natural Gas Transmission Index contributed only 
54% of the ' companies' gross .revenues. 'since' then, 
pipeline,.operations. have contributed .about the .same 
percentages of. their companies' gross revenues. See 
.stipra.note 28. . .  . . .  . . 

I.''' . . ' ' 5 6  '"~harl,&t&vill,e "moves that al l  evideiice 
conckrriing' n ~ r m a l i ~ t i o n  M, stiuck from the.,record. 
~i&rYo%eBviir= contends that 'atiy consideration of.the 
.im*a&':thk Commikior?s' nopkalization 'piilicy .may 
have. &I "tke'.p;oper . p d i j  io fblloh with'. i&p&t "to 
con.solida+d taxes .is byand .the sqop of :the Court's 
mandate remanding $is case toaw. We disagree. We 
do n b t p t ~ n k  we &e 6 coktrainql. .See S.E.C. v. 

. ~hener~,~&p.,'332 U.S.,lY, (@l7). Accordingly,. the 
;motion.is denied,: : .:. . . .: 

. ' s411Note that since. the hypothetical .'concerns 
19f3Zi iiWs depreciation expense. deduction for '1 tax 
putjhses would. be governed by the new. Accelerated 
Cost Recovery System, which was enacted by 

Congress in the Economic Recovery Tax Act of 1981 
Pub. L. No. 97-34, 5 5201-209, 95 Stat. (1981). If t h  
utility is to use that method, its rates must be set 01 

a normalized basis. Having done that for 33, 
question has' been raised whe;her flowing the saving 
through to A's ratepayers would violate the statutoq 
mandate. See Exh. 1 a t  5; Exh. 11 a t  21. For ; 

contrary view, see Exh. 13 at 54-55; Tr. 534. 
. . . . .  . . . . .  

a Without .a definitive ruling from the Interna 
Revenue Service, we cannot reso1ve.thi.s question. 

67 Exh. 3. ~ h e d  timing difference expenses werc 
the only source of the loss. Thus, if this operation'! 
expenses were reported on the tax return in the same 
way tha t  we recognized expenses in the cost oj 
service, the LNG operatins wnu!d net have reportec 
a tax loss. 
": 

08 See Columbia Gas Trdnsniiscion corporation. 8 
FERC q'c52;605 p979j: : ... . . .  

60 Exh. 3. . 
. - 7  . 

y s x h . , l a t + 5 .  , - ,  . :::. . , 
.... !.. *.:_ :. . _ j  ' 

1t. kght 'ka;gued that. whatever .the merits of 
normalization .-in other cases, . it..-% :irrelevant ..here. 
This is so, i t  .might be argued, because the ratepayers 
of Columbia ~ N G  aid thb ratepayers of: the pipeline. 
Since that is so, norma1,ization - jqwot  needed t o  
preserve the tax benefits for ratepayers. The tax 
benefits 'k.hoiild theraore ,.be flowed through -to the 
pipeliries'r~t6~ayers:~mmedfately; ' . . - - . . . . . .  . . . . . .  . . 

I we, rejeCt :tiis &hmk.n<.~oiu& LNG's rates 
,are~norrnaliqed.' It yould, be. ektremely haid to  undo 
that now. . .  '. !, :. !. . . . . . . . .  ... a; .. . . 

:' - -'But eten'if'thdseileesions..had dot alrti+ady Wen 
'made, $e would'.reject-chi,$ arguiii.knti.~e'liqueiied 
ndtural g i s ' t h e ~ c o m ~ n Y ~ p ~ u c e s  i~,+ald .toColumbia 
Gas Transmission 'and'fiows. t o  all the. ratepayersV.of 
the pipeline. But stillthi, ratepayers a&riot:idehtical. 
The .ra4'epayers who,.shoulit' receive the. tax benefits 
are those' custoiners, who wili.pay tKe, 'exknses over 
the life ' i f  ' the plant. ~ u t  tinder. Oharlottevilli$s 
method the ratepayers who: ieceive'the benefits a r e  
the .ratepayers of 197.6. Those two .:groups of 
rat&ayFirs qan: &vet be 'exactly ,the:. iame. So 
:~hi ; i ,o t tes .+i l ie '4  :,met4ad ..,$ou.ld ...=:. = a t e -  a n  
inujrg&erational .subsidy. < ,  .:.:. . . . .  

:' The situation is!slightly different witF'respect to  
the sjmtlietic girs.:this';company.:produce'sI'ifhis:gas is 
sold ,'dirCct.ly ,'to dstomers: of ' Colunibia .Gas  
:Transmission..:' The  pibeli'he.: perfofmi .only- :a 
trrthsmisdi'on -.function. ' Ti; ' 390. Not all..:of: t he  
pipeline's customers decided to purchase ,synthetic 
gas., Exh. lS:iat, 18.. Ss Charlottesville's method.-+vould 
not i;nly 'breate an'iiitergenerational subsidy here but 
would also "result in"the synthetic 'gas customers 
subsidizing :the pipeline's customers who did not 

. . . . . .  purchase synthetic gai. :. . . 

62 Conceivably, we could flow the tax savings 
created by Columbia LNG's deductions through to 
the pipe!inels ratepayers and still normalize 
Columbia LNG's rates. To doathis; however, we would 
need to establish a mechanism whereby the pipelines 
would repayColumbia LNG for the use of its losses a s  
the expenses are recognized in Columbia LNG's rates. 
This wet decline to do. Setting up the required 
accounting would be complicated. And doing so would 
cause the pipelines' rates to fluctuate on the basis of 



Commission Oplriibns, Orders and Notices 

77 Kentucky West Virginia Gas Company, 
Opinion No. 7, 2 FERC ~61,139,.,at::p.,61!326, reh. 
denied, 3 FERC 61,225 (1978). ' 

,.:.; ' . ! I  .:. !;. ,;.. , ..: . . . .  . . 

Charlottesville's witness fhougtit this was 
~referabie t o  using hrntheticAs. Exh. 15 a t  21. 7 - - -  

80 See Ken tuck  *est Virg{nia Gas Company, 2 
FERC a t  p. 61,326. 

8% Exh. 13 a t  22-24. 

a Id. a t  21-22. 
" 

aa ~ha?lottesville sayk that the cost of debt was 
raisdd from 6.60% to 72996 and that the pipelines' 
r e v e d '  requirembht was in&?edCby $5.2 million. 
Exh. l> :t 23-24; Exh. 14, Schedules 4-8: 

a6 El Paso Natural Gas C o m w y ,  44,FPC a t  77; 
Southern Natural Gas Company. Opiriion No. 585.44 
FPC 567,571-73 (1970). 

should in theory be lowered. but no adjustment Wac 
because'the difference was trivial), . 

. . . . .  . .  ..., : .... -..: ".. 
See Table I1 on page 28 of Chiylottesyille' 

Initial Brief. . . 
I . .  

80 Initial Brief forCha&tte&{lle a t  $ s '  -.  
. . . _ . .  ..: . . . . . .  . .,. Y !  ..... 

81  he basic differeick. aG'tdescyib$ ,in.,:th 
pipelines: Reply Brief.at 4,9-10. 

: . . . . . .  . . . . .  
I See supra p. 15. , 

us I.R.C. S) 155i(a); 26 C.F.R. 5 S) 1.1502-33(d 
and 1.1552-1(a). ' . 

. . . . . .  
L w. I.R.Ci.3 1552(6); 2 6  C.F.R. :S) S).1.1502-33(d 

.and. 1.W&2-1(a)2 ... . . . . . . . . .  . . . .  

v7 I.R.C. 6 316(aj.' . .';. . . .  
. ,  . .  . . .  

. . .  . . . . .::, .;. - .. 
86, ma't' 'ii ddteimimd 'hither by an agreemenl 

.'amop'g t@'members of the -&&p or;'wh&% the grour 
.is' $ publ?pdclity bolkliiig ~camp&iy 1ike"Ccilu~bia; bj ... ,.. 
theL?ul&: and.:orde& of the .Secuiitiii? arid Exchange 

. . . .  Commiss&.,. .* ". 74; Y'. ' .'.. : - . . . . .  
. . . . '3: ...:.:!.. ::. : . 

;. ' ~ p  '&?= ~echqi&'al &f&a$ion. ~;le;?se'878, 1965 
.Stand. Fed. Tq Rep? ., .fl.@9€i,:wbere i t  is %id: 

The ilteinative metliods.of allbcatihg~'thd Federal 
'incoine :bk'liability provid'&~nder.dttian .B552 ol 

. '-the' CIA=: as.' well as 'the. metiidds piwideii under 
::'the pro@sed regulaiions [codified a t .% .C.F;R. 

'. ' @1.1502331 may be -electe8"everi thdii'gh. :the 
Fddefal ,income tax liability 'ma+ tk dllocite8-ika 
different manner for ~~plf r~oses ' . '~ ther  than the 

Xnternql Revenue- Code, which are- rrot..intended to 
- be nffected,:: .. ' . . .  ............... 2. . 

. . . .  
' 1 w  See I!~.c:' 5 i 5 5 2 ( a ~ i g 4 )  afd'.26 CER 

6 5 1.1502-33(dX2XiKii) and 1.1552-l(aX2)-(4): : 
. . . . . . .  . 
. '  .101.&&'26:~.&ii& .., . . 5 1.:1502-33(d)@)(i$ :. ,,!,I , . 

-8 . 
1.r Sce :26 C.l?>R- :8.5 1:1552-1(c)(l)~,dnd.~:~.15~2- 

... . . . . . . . .  33(dX3). .:;. .; . . . .  . . 
i ' . . . .  :...; 

l o i " . ~ ~ ; .  ..e&ni$le,. :ihe.. So&ern ..'Nitdrs=l G~~ . ... Co'*pa"y hiSi..sj*;e. 1*7,.'jo;i~ .with'. .* p;;&t, 

Sonat Inc., and its affiliates in'filing a"tonb1iaated 
tax return. For tax purposes the Sonat.group allocates 
its cmsolid?ted ;tax liability in a .way . ,mat the 
members' reporting a &x ioss'are credited with the 
"tax savings1'-just the opposite of the method the  

Transmission ~o&ny,  43 FPC a t  84243. . . .  lo= ,What happens is this: The parent will, for 
87 Florida Gas Transmission ~oni~a&$,'~piriiod.' '. &aniplk, ihue 30 year bonds to the public paying a 

No. 561. 42 FPC .74 79 reh,,denied. 42 ,WC ,649 coupon rate of 9.83%. When the parent lends money 
( * . o '  & ,  " , & .  " : to:~"e :&fJi&, iubsidi*iiej,.:.&& ::m&turj<y bn3..<ntirest 
F.P.C., 445 F2d 764 (D.C. Cir. 1971) (cost of debt rates on the subsidia&.;h~ds are tied: to tliose of the 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Consolidated Federal Income Tax Savings 

1 1999-2001 average taxable losses used to 
reduce the consolidated taxable income 
of MDU Resources Group, Inc. $0 

2 Allocated to Montana-Dakota Utilities Co. $0 

3 Consolidated tax savings @35% 

Allocation to operations: 
4 Gas utility 
5 Electric utility 
6 Non-utility 
7 Total 

Allocation to Gas utility - South Dakota 
8 Total Gas utility 
9 South Dakota 

$0 
Taxable Income Consolidated 
Y.E. 6130102 Tax 

Amount Ratio Savings 

Sources: 
Column B: Lines 1-2 - Page 2 
Column C: Statement K, pages 1 and 4 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Consolidated State lncome Taxes 

1 1999-2001 average state income taxes related 
to the consolidated taxable income 
of MDU Resources Group, Inc. - 

2 Allocated to Montana-Dakota Utilities Co. 

Taxable Income Consolidated 
Y.E. 6130102 State Income 

Allocation to operations: 
3 Gas utility 
4 Electric utility 
5 Non-utility 
6 Total 

Allocation to Gas utility - South Dakota 
7 Total Gas utility 
8 South Dakota 

Amount Ratio Taxes 

Sources: 
Column B: Lines 1-2 - Page 2 
Column C: Statement K, pages 1 and 4 



Allocation of State Income Taxes Related to the Consolidated Tax Liability 
of MDU Resources Group 

1999 2000 2001 
Number Taxable Number Taxable Number Taxable 

Participating Companies Income(Loss) Income(Loss) Income(Loss) 

Companies with taxable income 
Rate-regulated 
Montana-Dakota Utilities 1 $36,893,019 1 $35,915,090 1 $48,062,511 
Williston Basin Interstate 1 11,007,753 1 13,348,491 1 29,137,835 

Unregulated companies 41 36,413,289 50 19,560,498 57 99,629,382 
Total wltaxable income 43 $84,314,061 52 $68,824,079 59 $1 76,829,728 

Consolidated 43 $84,314,061 52 $68,824,079 59 $176,829,728 

ConsolidatedlCombined State Income Ta) $4,839,233 $3,422,103 $8,806,938 

Sources: Response to Staff Data Request No. 18 
Statement K, Schedule K-3 

Allocation of 
Averages Ratios Average State 

Income Taxes 
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MDU Resources Group, Inc. and Affiliated Companies 
ConsolidatedlCombined State Income Taxes 

2001 2000 1999 
DESCRIPTION ConslComb ConslComb ConslComb 

TOTAL STATE INCOME TAX PROVISION 
States Filing Combined: 

North Dakota 
Montana 
Alaska 
California 
Oregon 
Arizona 
Colorado 
Kansas 
Minnesota 
Nebraska 
Utah 
Illinois 
Idaho 
Hawaii 

Combined. Liability 

CONFIDENTIAL 
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Section 167 -- Depreciation Deduction 

Index Nos.: 0167.23-00,0168.00-00 

Summary 

PROPOSED TREATMENT OF SUBSIDIARY LOSSES WOULD VIOLATE 
NORMALIZATION REQUIREMENTS. 

A regulated public utility is subject to the rate malung jurisdiction of a public 
commission. As part of the utility's rate case before the commission, a financial consultant urged 
the commission to adopt a method of computing tax expense for purposes of computing cost of 
service where the utility reduces current tax expense by the tax savings attributable to a portion 
of the tax losses realized by its subsidiaries. A portion of those losses would be allocated to the 
utility and the resulting tax savings would reduce the utility's current tax expense. 

The Service has ruled that adoption of the method suggested by the consultant will leave 
the utility out of compliance with the normalization requirements of sections 167(l) and 
168(e)(3), if the utility reduces its current tax expense by a portion of the losses attributable to its 
subsidiaries. The Service noted that the consultant's proposed method would leave tax deferral 
inadequate to reduce normalization requirements and would have the same effect as the kind of 
adjustment to the reserve that is prohibited by regulation section 1.167(1)-1 (h)(2). 

The Service added that section 168(e)(3)(C) requires consistency with respect to the 
assumptions used for computing tax expense, depreciation expenses, deferred taxes, and rate 
base. Under the proposed method, the subsidiaries' losses are ignored for purposes of determining 
the firm's rate base and depreciation expense, but used for purposes of detem~ining the firm's 
regulated tax expense. 

Full Text 

Refer Reply to: CC:C:E:1:2 

July 29, I986 
In re: Private Letter Ruling Request * * * 
LEGEND: 
Taxpayer or Company = * * * 
Regulatory Commission or Commission = * * * 
State Y = * * * 
R = * * *  
S = * * *  
T = * * *  
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w = * * *  
Rate case = * * * 
Loss Subsidiaries = * * * 
Dear * * * 

We received your request for a private letter ruling dated September 30, 1985, and subsequently filed 
data, as prepared by your authorized representative. Your request generally pertains to the normalization 
provisions of section I67(l) and l68(e)(3) of the Internal Revenue Code. Specifically you have requested 
the follewing ruling: 

Whether Company will be in compliance with the normalization requirements of sections 167(1) and 
168(e)(3) of the Code if, in computing its total tax expense for purposes of establishing its cost of service 
for ratemaking purposes, Company's current tax expense is reduced by the tax savings attributable to the 
tax losses of Loss Subsidiaries. 

You have made the following representations: 

Taxpayer is a regulated public utility engaged in the production, transmission and distribution of electricity 
wholly within State Y. Company is subject to the jurisdiction of Commission with respect to rates, service, 
accounting and other matters. In * * *, Taxpayer acquired the assets of W. As a result, since that time 
Taxpayer has also been engaged in the distribution of natural gas. 

For the years * * * through * * * Company filed its federal income tax returns as a member of an affiliated 
group filing on a consolidated basis of which it was the parent company. With the exception of R, none of 
the other members of the affiliated group are regulated public utilities. However, S is a utility service 
corporation, and T sells a small portion of its coal to Taxpayer. 

As part of the Taxpayer's rate case before the Commission, a financial consultant offered his opinion on 
this normalization issue. He urged the Commission to adopt a method of computing tax expense, for 
determining cost of service, wherein Company reduces its current tax expense by the tax savings 
attributable to a portion of the tax losses realized by its Loss Subsidiaries. Under the methodology 
proposed by the financial consultant, a portion of the losses of Loss Subsidiaries would be allocated to 
Taxpayer. This portion would be multiplied by 46 percent to determine the tax savings. The resulting 
amount of tax savings would then be used to reduce Taxpayer's current tax expense for purposes of 
determining its cost of service. It should also be noted that one or more of the non-regulated subsidiaries 
have shown a loss, but that the non-regulated utilities as a group have consistently shown a profit. 

Section 168(e)(3) of the Code expands the limitations of section 167(1) and provides a special rule for 
public utilities wishing to utilize the benefits of the Accelerated Cost Recovery System (ACRS) with respect 
to public utility property. Basically, it requires normalization by stating -- 

(A) IN GENERAL. -- 
The term "recovery property" does not include public utility property (within the meaning of section 167 
(1)(3)(A)) if the taxpayer does not use normalization method of accounting. 

(B) USE OF NORMALIZATION METHOD DEFINED. -- 

For purposes of subparagraph (A), in order to use a normalization method of accounting with respect to 
any public utility property -- 
(i) the taxpayer must, in computing its tax expense for purposes of establishing its cost of service for 
ratemaking purposes and reflecting operating results in its regulated books of account, use a method of 
depreciation with respect to such property that is the same as, and a depreciation period for such property 
that is not shorter than, the method and period used to compute its depreciation expense for such 
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purposes; and 

(ii) if the amount allowable as a deduction under this section with respect to such property differs from the 
amount that would be allowable as a deduction under section 167 (determined without regard to section 
167(1)) using the method (including the period, first and last year convention, and salvage value) used to 
compute regulated tax expense under subparagraph (B)(i), the taxpayer must make adjustments to a 
reserve to reflect the deferral of taxes resulting from such difference. 

(C) USE OF INCONSISTENT ESTIMATES AND PROJECTIONS, ETC. -- 
(i) IN GENERAL. -- One way in which the requirements of subparagraph (B) are not met is if the taxpayer, 
for ratemaking purposes, uses a procedure or adjustment which is inconsistent with the requirements of 
subparagraph (B). 

(ii) USE OF INCONSISTENT ESTIMATES AND PROJECTIONS. -- 
The procedure and adjustments which are to be treated as inconsistent for purposes of clause (i) shall 
include any procedure or adjustment for ratemaking purposes which uses an estimate or projection of the 
taxpayer's tax expense, depreciation expense, or reserve for deferred taxes under subparagraph (B)(ii) 
unless such estimate or projection is also used, for ratemaking purposes, with respect to the other two 
such items and with respect to the rate base. 

Section 167(1)(3)(G) of the Code provides, with minor exceptions, the same definition for the normalization 
method of accounting as found in section 168(e)(3)(B) above. 

Section 1.167(1)-I (a)(l) of the Income Tax Regulations in describing the scope of section 167(1) states, 
in part, the following: 

The normalization requirements of section 167(1) with respect to public utility property defined in section 
167(1)(3)(A) pertain only to the deferral of federal income tax liability resulting from the use of an 
accelerated method of depreciation under section 167 and the use of the straight line depreciation for 
computing tax expense and depreciation expense for purposes of establishing cost of services and for 
reflecting operating results in regulated books of account. 

Section 1.167(1)-I (h)(l)(iii) of the regulations in further defining the normalization method of accounting 
states, in part, as follows: 

* * * the amount of Federal income tax liability deferred as a result of the use of different method of 
depreciation under subdivision (i) of this subparagraph is the excess (computed without regard to credits) 
of the amount the tax liability would have been had a subsection ( I )  method been used over the amount of 
the actual tax liability. Such amount shall be taken into account for the taxable year in which such different 
methods of depreciation are used. 

The Service does not determine such purely regulatory questions as whether the proposals of a 
Commission will produce just and equitable rates, nor does it discuss the relative merits of "stand- alone" 
or other methods of regulatory accounting. The Service in this ruling request determines only whether 
Taxpayer will be in compliance with the normalization provisions of the Code if the recommendation of the 
financial consultant were to be finally adopted. To this end the following discussion is devoted. 

Under the provisions of section 1.167(1)-(l)(h)(i)(i) of the regulations, Taxpayer will be regarded as using 
a normalization method of accounting with respect to its public utility property only if it makes an 
adjustment to a reserve to record the deferral of income taxes resulting from the use of a different method 
of depreciation for income tax purposes than is used for ratemaking purposes. 

From the description of the normalization method in section 1.167(1)-(h) (l)(iii) of the regulations it is 
evident that the amount of federal income tax liability deferred for normalization purposes involves only 

I 
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two variables: the depreciation deduction for ratemaking purposes on the one hand, and the depreciation 
deduction actually used for federal income tax purposes on the other hand. The amount of federal income 
tax liability so deferred in a given year is, therefore, simply the product of the difference between these 
depreciation deductions and the federal income tax rate in effect for the year. 

if Taxpayer were to introduce a variable, such as the tax benefits resulting from the tax losses of aifiliates 
that served to reduce the amount of federal income tax liability deferred under section 1.167(1 )-I (h)(l)(iii) 
of the regulations, Taxpayer would no longer be regarded as using a normalization method of accounting. 
Not only would the tax deferral, so reduced, be inadequate to meet the normalization requirements, 
reduction would have the same effect as the kind of adjustment to the reserve that is prohibited by section 
1 .I 67(1)-1 (h)(2). Such an adjustment achieves through current tax expense a cost of service reduction 
that would violate normalization requirements if achieved through a reduction of deferred tax expense, and 
the effect is the same as if there were a partial flow-through of the benefits of accelerated depreciation as 
a result of deferring less than all the difference between straight line and accelerated depreciation. By 
either view, the use of tax benefits attributable to other entities in the determination of deferred tax 
expense or current tax expense will cause Taxpayer to fail to comply with the normalization provisions of 
the Code and the regulations thereunder. 

There is an additional reason why the method proposed by the financial consultant would violate the 
normalization provisions. Sections l68(e)(3)(C) and I67(1)(3)(G) of the Code require consistency with 
respect to the assumptions used for the computation of tax expense, depreciation expense, deferred 
taxes and rate base. Under the proposed method, losses of Loss Subsidiaries would be used for purposes 
of determining Company's regulated tax expense. However, Loss Subsidiaries are ignored for purposes of 
determining Company's rate base as well as its depreciation expense. None of Loss Subsidiaries' assets 
are included in Taxpayer's rate base and none of the depreciation of Loss Subsidiaries' assets is included 
in Taxpayer's depreciation expense for cost of service purposes. This lack of consistent assumptions 
violates section 168(e)(3)(C) and I67(1)(3)(G) of the Code. 

Therefore, based on the above represented facts and our legal analysis, we rule that: 

Taxpayer will not be in compliance with the normalization requirements of sections 167(1) and 168(e)(3) of 
the Code, if, in computing its total expense for purposes of establishing its cost of service for ratemaking 
purposes, its current tax expense is reduced by a portion of the tax savings attributable to the tax losses of 
Loss Subsidiaries. 

This ruling is directed only to the taxpayer who requested it. Section 61 10(j)(3) of the Code provides that it 
may not be used or cited as precedent. Temporary or final regulations pertaining to one or more of the 
issues addressed in this ruling have not yet been adopted. Therefore, the ruling will be modified or 
revoked by adoption of temporary or final regulations, to the extent the regulations are inconsistent with 
any conclusions in the ruling. See section 17.04 of Rev. Proc. 86-1, 1986-1 I.R.B. 6, 17. However, when 
the criteria in section 17.05 of Rev. Proc. 86-1 are satisfied, a ruling is not revoked or modified 
retroactively, except in rare or unusual circumstances. 

A copy of this private letter ruling is being sent to your authorized representatives in accordance with the 
power of attorney on file with this office. 

A copy of this ruling letter should be filed with the income tax return for the taxable year or years in which 
the transaction covered by this ruling is consummated. 

Sincerely yours, 
Anthony Manzanares 
Acting Director, Corporation 
Tax Division 

, 
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Section 167 -- Depreciation Deduction 

UIL Number(s) 0167.23-00,0168.00-00 

Summary 

ADJUSTMENT FOR TAX SAVINGS BY UTILITIES IN CONSOLIDATED GROUP 
DOES NOT MEET NORMALIZATION REQUlREMENTS. 

A company is the parent of a controlled group of companies that provide a wide variety of 
communication and information processing products and services. A number of these companies 
are regulated utilities, primarily local telephone companies, whle others are unregulated 
companies. Some of the members of the parent's consolidated group have experienced substantial 
taxable losses whch include the maximum deductions allowable for depreciation, resulting in 
corresponding reductions in consolidated taxable income reported by the group. Also, investment 
tax credits (ITCs) that could have been used by a number of the companies on a separate return 
basis have been utilized, due to the filing of a consolidated return, to offset tax currently. 

During a review of a request for an increase in local rates, the local rate commission 
hearing the request and a consumer advocate proposed adjustments to each of the parent's utility 
subsidiaries' computed Federal income tax expense for "tax savings" as the result of filing a 
consolidated Federal income tax return. The consumer advocate testified that an adjustment 
should be made in establishing cost of service to reflect the utilities' pro rata share of separate 
affiliated companies; losses and credits used for purposes of the consolidated tax return but not 
utilized on a separate return. The commission adopted an adjustment by calculating the tax 
savings attributable to the consolidation of the returns, reduced for losses of the regulated 
companies, and the use the average savings as a deduction to determine the adjustment to figure 
tax savings. 

The Service has held that the parent's utility subsidiaries will not be in compliance with 
the normalization requirements of sections 167(1) and 168(e)(3) if they use the consolidated tax 
savings adjustment proposed by the commission to determine the cost of service tax expense. 
The Service found that the use of this amount results in the current element of tax expense being 
lower than current tax expense computed at the statutory rate. The Service noted that if the parent 
introduced this type of adjustment for the tax benefits resulting fiom tax losses of affiliates that 
would reduce the tax liability deferred under regulations section l.l67(l)- 1 (h)(l)(iii), the parent 
would no longer be regarded as using a normalization method of accounting. 

Full Text 
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Date: December 15,1986 

Refer Reply to: CC:C:E:1:2 - TR-31-33301-86 

In re: Private Letter Ruling Request 

Legend: 
Taxpayer = * * * 
Commission = * * * 
C~nsumei  Advocate = * * * 
Cou r t= * * *  
Subsidiaries = * * * 
State Y = * * * 
Rate Cases = * * * 

Dear * * * 

We received your request for a private letter ruling dated July 30, 1986, and all subsequently filed data. 
Your request generally pertains to the normalization provisions of sections 167(1) and 168(e)(3) of the 
Internal Revenue Code. Specifically, you have requested the following ruling: 

That Taxpayer's State Y Subsidiaries will not be in compliance with the normalization 
requirements of sections 167(1) and 168(e)(3) of the Code if Subsidiaries use the consolidated 
tax savings adjustment proposed by Commission that, for purposes of determining cost of service 
tax expense, results in the current element of tax expense being lower than current tax expense 
computed at the statutory rate. 

You have made the following representations: 

Taxpayer is the parent company of a controlled group of companies that provide a wide variety of 
communication and information processing products and services. A number of these companies are 
regulated utilities, primarily local telephone companies. Others engage in a variety of unregulated 
activities, including some companies that sell a portion of their goods to regulated sister companies. 
Taxpayer files a consolidated federal income tax return. Both Subsidiaries are regulated public utilities 
engaged in providing telephone service in State Y. 

Over the past several years some of the members of Taxpayer's consolidated return group, primarily 
unregulated companies, have experienced substantial taxable losses which include the maximum 
deductions allowable for depreciation, resulting in corresponding reductions in consolidated taxable 
income reported by the group. Additionally, investment tax credits (ITC's) that could not have been utilized 
by a number of the companies on a separate return basis have been utilized, due to the filing of a 
consolidated return, to offset tax currently. 

As part of a request for a current increase in local rates (Rate Cases), Taxpayer's State Y Subsidiaries 
included a federal tax expense in establishing their cost of service. To compute federal tax expense, each 
company applied a 46 percent tax rate to "cost of service taxable income." Cost of service taxable income 
was determined with the same depreciation expense used for other cost of service purposes. (Each 
Subsidiary uses accelerated depreciation under sections 167 and 168 of the Code in determining taxable 
income.) Further, cost of service taxable income was computed on a stand alone basis--only those 
revenue and expense items otherwise considered in determining jurisdictional cost of service were 
included. Additionally, adjustments were made in arriving at cost of service taxable income for those items 
that are not required to be normalized under the provisions of the Code. ITC's were deferred and ratably 
flowed through as a cost of service reduction pursuant to each Subsidiary's section 46(f)(2) elections in 
effect. In addition, as required under sections 167(1) and 168(e)(3), each Subsidiary made adjustments to 
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a reserve to reflect the deferral of taxes resulting from the use of different methods of depreciation for tax 
and ratemaking purposes. 

Both Commission Trial Staff and Consumer Advocate presented testimony proposing adjustments to each 
of Taxpayer's State Y Subsidiaries' computed federal income tax expense for "tax savings" resulting from 
Taxpayer's filing of a consolidated federal income tax return. Consumer Advocate's witness testified that a 
consolidated tax savings adjustment should be made in establishing cost of service tax expense to reflect 
Taxpayer's State Y Subsidiaries' prorata share of separate affiliated companies; losses and credits utilized 
in the consolidated federal income tax return but not utilized on a separate company basis. / I /  

With respect to each Subsidiary, Commission's Opinion and Order dated * * * included a consolidated tax 
savings adjustment in the determination of the allowable revenues. On * * * Court granted a stay of the 
rate proceedings pending receipt of the ruling which is the subject of this request. The adjustment adopted 
by Commission is referred to as the consolidated tax savings adjustment" herein. The methodology used 
by Consumer Advocate to determine the adjustment amount is described as follows: 

The first step in my calculations was to compare the taxes which the members of 
Taxpayer would have paid on a separate re- turn basis to the actual consolidated income taxes of 
the system to determine the savings from consolidation in each year (* * * in final adopted 
adjustment). I then reduced these savings to exclude those amounts resulting from the losses of 
regulated companies. I then determined Subsidiaries' share of the net savings in each year based 
on their tax liability on a separate return basis compared to the total liability of all members of 
Taxpayer on a separate return basis. Finally, I averaged the tax savings for the years * * * through 
* * *  * * *  

( through * * * in final adopted adjustment) and applied the intrastate factor for income tax 
deductions to determine my adjustment. 

The adjustment, as calculated above, was then limited to no more than Taxpayer's State Y Subsidiaries' 
current tax expense. No other adjustments were made to the tax expense nor were any adjustments 
made to the deferred tax balances, depreciation or ITC. 

Section 168(e)(3) of the Code expands the limitations of section 167(1) and provides a special rule for 
public utilities wishing to utilize the benefits of the Accelerated Cost Recovery System (ACRS) with respect 
to public utility property. Basically, it requires normalization by stating-- 

(A) IN GENERAL.-- 

The term "recovery property" does not include public utility property (within the meaning of section 167 
(1)(3)(A)) if the taxpayer does not use a normalization method of accounting. 

(B) USE OF NORMALIZATION METHOD DEFINED.-- 

For purposes of subparagraph (A), in order to use a normalization method of accounting with respect to 
any public utility property-- 

(i) the taxpayer must, in computing its tax expense for purposes of establishing its cost of 
service for rate-making purposes and reflecting operating results in its regulated books of account 
use a method of depreciation with respect to such property that is the same as, and a depreciation 
period for such property that is not shorter than, the method and period used to compute its 
depreciation expense for such purposes; and 

(ii) if the amount allowable as a deduction under this section with respect to such property 
differs from the amount that would be allowable as a deduction under section 167 (determined 
without regard to section 167(1)) using the method (including the period, first and last year 
convention, and salvage value) used to compute regulated tax expense under subparagraph 
(B)(i), the taxpayer must make adjustments to a reserve to reflect the deferral of taxes resulting 

I 
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from such differences. 

(C) USE OF INCONSISTENT ESTIMATES AND PROJECTIONS, ETC.-- 

(i) IN GENERAL.--One way in which the requirements of subparagraph (6) are not met is 
if the taxpayer, for ratemaking purposes, uses a procedure or adjustment which is inconsistent 
with the requirements of subparagraph (6). 

(ii) USE OF INCONSISTENT ESTIMATES AND PROJECTIONS.-- 

The procedure and adjustments which are to be treated as inconsistent for purposes of clause (i) shall 
include any procedure or adjustment for ratemaking purposes which uses an estimate or projection of the 
taxpayer's tax expense, depreciation expense, or reserve for deferred taxes under subparagraph (B)(ii) 
unless such estimate or projection is also used, for ratemaking purposes, with respect to the other two 
such items and with respect to the rate base. 

Section 167(1)(3)(G) of the Code-provides, with minor exceptions, the same definition for the 
normalization method of accounting as found in section 168(e)(3)(6) above. 

Section 1 .I 67(l )-I (a)(l) of the Income Tax Regulations in describing the scope of section l67( l )  states, 
in part, the following: 

The normalization requirements of section l67(l)  with respect to public utility property defined in section 
167(1)(3)(A) pertain only to the deferral of federal income tax liability resulting from the use of an 
accelerated method of depreciation under section 167 and the use of the straight line depreciation for 
computing tax expense and depreciation expense for purposes of establishing cost of services and for 
reflecting operating results in regulated books of account. 

* * * (1)-I (h)(l)(iii) of the regulations in further defining the normalization method of accounting states, in 
part, as follows: 

* * * the amount of federal income tax liability deferred as a result of the use of a different method of 
depreciation under subdivision (i) of this subparagraph is the excess (computed without regard to credits) 
of the amount the tax liability would have been had a subsection (I) method been used over the amount of 
the actual tax liability. Such amount shall be taken into account for the taxable year in which such different 
methods of depreciation are used. 

The Service does not determine such purely regulatory questions as whether the proposals of a 
Commission will produce just and equitable rates, nor does it discuss the relative merits of "stand- alone" 
or other methods of regulatory accounting. The Service in this ruling request will determine only whether 
Taxpayer will be in compliance with the normalization provisions of the Code if Taxpayer were to use the 
consolidated tax savings adjustment ordered by Commission. To this end the following discussion is 
devoted. 

Tax expense computed under a normalization method of accounting, as so defined, includes both current 
and deferred tax expense as those terms are commonly used for financial statement purposes. Each of 
these components is an integral part of tax expense and cannot be excluded. When the same method of 
depreciation that is used for tax calculations is used for establishing cost of service, the tax calculated is 
the sum of the two components. 

From the description of the normalization method in section 1.167(1)-l(h)(l)(iii) it is evident that the 
amount of federal income tax liability deferred for normalization purposes involves only two variables; the 
depreciation deduction for ratemaking purposes on the one hand, and the depreciation deduction actually 
used for federal income tax purposes on the other hand. The amount of federal income tax liability so 
deferred in a given year is, therefore, simply the product of the difference between these depreciation 
deductions as defined in the regulations and the federal income tax rate in effect for the year. It is clear 
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from the narrative portion of the regulations that the amount of tax deferral is the difference between 
actual income tax liability and what would have been the actual tax liability if a subsection (1) method of 
depreciation (straight line in this case) was substituted for the depreciation method actually used for 
federal income tax purposes. Inasmuch as all other items of income and deduction in the computation 
remain constant, the computation of tax deferral requires only the depreciation difference and the tax rate. 
Because actual federal income tax liability is determined pursuant to statute, normalization accounting 
requires the use of the federal income tax rate provided by section 1 I (b) of the Code. When the income 
subject to tax is in excess of $1 00,000, the rate to be applied is the marginal tax rate (currently 46 
percent). 

If Taxpayer were to introduce a variable, such as the tax benefits resulting from the tax losses of affiliates, 
that served to reduce the amount of federal income tax liability deferred under section 1 .I 67(1)-I (h)(l)(iii) 
of the regulations, Taxpayer would no longer be regarded as using a normalization method of accounting. 
Not only would the tax deferral, so reduced, be inadequate to meet the normalization requirements, 
reduction would have the same effect as the kind of adjustment to the reserve that is prohibited by section 
1.167(1)-1 (h)(2). The consolidated tax savings adjustment achieves through current tax expense a cost of 
service reduction that would violate normalization requirements if achieved through a reduction of deferred 
tax expense, and the effect is the same as if there were a partial flow-through of the benefits of 
accelerated depreciation as a result of deferring less than all the difference between straight line and 
accelerated depreciation. The use of tax benefits attributable to other entities in the determination of 
deferred tax expense or current tax expense will cause Taxpayer to fail to comply with the normalization 
provisions of section 167(1) of the Code and the regulations thereunder. 

The normalization requirements of section 168(e)(3) of the Code are similar to the normalization 
requirements in section 167(1). If a proposed method of accounting does not meet the normalization 
requirements of section 167(1) it will not meet the requirements of section 168(e)(3). 

There is an additional reason why the consolidated tax savings adjustment would violate the normalization 
provisions. Sections 168(e)(3)(C) and 167(1)(3)(G) of the Code require consistency with respect to the 
assumptions used for the computation of tax expense, depreciation expense, deferred taxes and rate 
base. The consolidated tax savings adjustment improperly includes the transactions of a1 I affiliates in 
determining ratemaking tax expense without giving consideration to such transactions in any other 
ratemaking calculations. That is to say, in developing tax expense, Taxpayer's State Y Subsidiaries have 
not been viewed as standing alone but as a part of the entire group, whereas for every other ratemaking 
purpose these companies have been viewed as stand alone. This lack of consistent assumptions violates 
sections 167(1) and 168(e)(3) of the Code. 

Therefore, based on the above represented facts and our legal analysis, we rule that: 

Taxpayer's State Y Subsidiaries will not be in compliance with the normalization 
requirements of sections I67( l )  and l68(e)(3) of the Code if they use the consolidated tax 
savings adjustment proposed by Commission that, for purposes of determining cost of service tax 
expense, results in the current element of tax expense being lower than current tax expense 
computed at the statutory rate. 

This ruling is directed only to the taxpayer who requested it. Section 61 10(j)(3) of the code provides that it 
may not be used or cited as precedent. Temporary of final regulations pertaining to one or more of the 
issues addressed in this ruling have not yet been adopted. Therefore, the ruling will be modified or 
revoked by adoption of temporary or final regulations, to the extent the regulations are inconsistent with 
any conclusions in the ruling. See section 17.04 of Rev. Proc. 86-1, 1986-1 I.R.B. 6, 17. However, when 
the criteria in section 17.05 of Rev. Proc. 86-1 are satisfied, a ruling is not revoked or modified 
retroactively, except in rare or unusual circumstances. 

A copy of this private letter ruling is being sent to your authorized representatives in accordance with the 
power of attorney on file with this office. 

1 

Copyright 2003, Tax Analysts (February) 
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A copy of this ruling letter should be filed with the income tax return for the taxable year or years in which 
the transaction covered by this ruling is consummated. 

Sincerely yours, 

Anthony Manzanares 
Acting Director, Corporation 
Tax Division 

/ I /  The separate affiliated companies are not subsidiaries of Taxpayer's State Y Subsidiaries. They 
include the parent and brother sister companies involved in unrelated activities. 

Copyright 2003, Tax Analysts (February) 
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REBUTTAL TESTIMONY OF RUSSELL A. FEINGOLD 

Please state your name and business address. 

My name is Russell A. Feingold and my business address is 200 Wheeler Road, 

Suite 4400, Buriington, Massachusetts 01803. 1 am employed by Navigant 

Consulting, Inc. ("NCI") as a Managing Director and lead its Regulatory & Fuel 

Resources Practice. 

Have you presented testimony previously in this proceeding? 

Yes. I filed direct testimony on behalf of Montana-Dakota Utilities Co. 

("Montana-Dakota" or the i'Company"), a Division of MDU Resources Group, Inc. 

that addressed certain gas rate design concepts that the Company had 

evaluated in formulating its rate proposal in this proceeding. Specifically, I 

discussed the conceptual underpinnings and industry-wide trends associated 

with the Company's proposal to enhance the recovery of its gas distribution 

margin through rate design. I also provided an overview and analysis of an 

alternative ratemaking mechanism that Montana-Dakota could apply to its heat 

sensitive classes of service. 

What is the purpose of your rebuttal testimony in this proceeding? 

The purpose of my rebuttal testimony is to respond to certain points raised by 
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9 Q. Would you please identify the specific points addressed by Mr. Towers to 

10 which you will respond? 

11 

12 A. Yes. Mr. Towers has made certain contentions regarding the Company's gas 

13 cost of service study that he has presented in his direct testimony. Specifically, 

Messrs. Martin C. Bettmann and Robert G. Towers on behalf of the South 

Dakota Public Utilities Commission ("Commission") Staff concerning the 

Company's class cost of service study and to address the Commission Staff's 

related criticism of the Company's various fixed monthly charges as part of its 

gas rate design proposal. In addition, I will respond to Staffs review of the 

Company's aiternative Distribution Delivery Stabilization Mechanism ("DDSM") 

proposal. 

he disagrees with the Company's inclusion of a customer component in its 

classification of the cost of Distribution Mains ("Mains"). He recommends that the 

cost of Mains be allocated among the customer classes entirely on the basis of 

customers' peak demand requirements. This recommendation also affects the 

derivation of other composite allocation factors employed in the Company's cost 

of service study, which shifts costs away from the Residential class to all other 

classes. Based on the resulting changes to the Company's cost study, Mr. 

Towers concludes that the entire rate increase should be assigned to the Firm 

General Service class. 

Mr. Towers further contends that the Company's cost support for the proposed 



monthly Service Charges is overstated because "it includes many costs that are 

not directly related to the service rendered to individual customers, including the 

customer component of Mains.. .." I will address the customer cost analysis 

prepared by Mr. Towers and its use in setting monthly customer charges. 

iit'ouid you piease identify the specific points addressed by Mr. Bettmann 

to which you will respond? 

While Company witness Aberle will respond to specific points raised by Mr. 

Bettmann regarding the Company's various rate design proposals, I will comment 

on the concerns expressed by Mr. Bettmann regarding the Company's alternative 

rate design concept reflected in its Distribution Delivery Stabilization Mechanism 

("DDSM1'). 

Please summarize your esncilusions regarding the issues outlined above. 

The Company's approach to classifying a portion of Mains cost as customer- 

related best reflects the true cost of connecting customers to its gas distribution 

system. This approach recognizes one of the two cost causative factors 

associated with Mains within the context of a cost of service study. 

In contrast, the cost of service study supported by Staff witness Mr. Towers fails 

to adequately capture the costs of serving the Company's various classes of 

service. The Staffs cost study falls short from a conceptual perspective. As a 



result, I conclude that the Staff's cost of service study results should not be relied 

upon by the Commission for determining the Company's class revenue levels 

and unit rate levels. Instead, the Commission should rely upon the Company's 

filed cost of service study because it best reflects the costs incurred to serve 

Montana-Dakota's customers. 

The customer charge levels proposed by Staff are inappropriate by virtue of its 

reliance upon a cost of service study that is conceptually flawed. Therefore, the 

Commission should reject these "status quo" rate proposals, and should instead 

accept the Company's proposal regarding the recovery of customer-related costs 

as an important step in the pricing of utility services to accomplish its rate 

structure objectives. These objectives were previously discussed in Ms. 

Aberle's Direct Testimony, which include providing a measure of stability for 

Montana-Dakota's customers during periods of abnormal weather, having easily 

understandable rates for customers, having a rate form that is simple to 

administer, and enhancing fixed cost recovery. 

Finally, the Company believes the issues raised by the Staff concerning the 

Company's alternative Distribution Delivery Stabilization Mechanism ("DDSM") 

proposal can be adequately addressed by incorporation of certain methodological 

changes that are widely recognized in the gas distribution industry in the design of 

similarly situated ratemaking mechanisms. 



Do you disagree with Mr. Towers' assertion that it is inappropriate to 

recognize a customer cost component associated with Mains? 

Yes. To ensure that the customer classes on whose behalf the plant investment 

or expense was incurred are charged with their proper costs, Mains should be 

allocated to those classes in proportion to their peak day load requirements and 

number of customers. There are two cost factors that influence the level of 

Mains facilities installed by Montana-Dakota in expanding its gas distribution 

system. First, the size of the Main (i.e., the diameter of the main) is directly 

influenced by the sum of the coincident peak day gas demands placed on 

Montana-Dakota's gas system by its customers. Second, the total installed 

footage of Mains is influenced by the need to expand the distribution system grid 

to connect new customers to the system. Therefore, to recognize the fact that 

these two cost factors influence the level of investment in Mains, it is appropriate 

to allocate such investment based on both peak demands and the number of 

customers served by Montana-Dakota. 

Please comment on Mr. Towers' argument at page 16 of his Direct 

Testimony that "(T)he concept that each customer is responsible for an 

equal amount of the cost of this portion of Mains is inconsistent with the 

manner by which these costs are incurred by the gas utility and it is 

unrelated to the gas customer's service objectives." 



Mr. Towers is incorrect in his claim for a number of reasons. There is strong 

engineering and cost support for establishing a customer component of Mains. 

To better understand the underlying reasons for this support, it is important to 

first provide some background perspectives on the installation of Mains. 

Installation of new Mains or the upgrade of an existing segment of pipeline is 

usually required in response to growth in a Local Distribution Company's ("LDC") 

hourly peak demand. Demand growth occurs for one or more of the following 

reasons: 

I) Existing customers increase their coincident peak hour demands. 

2) New residential, commercial and industrial customers locate within the 
existing system of distribution mains. 

3) New residential, commercial and industrial customers locate beyond the 
existing system of distribution mains. 

Mr. Towers alluded to these reasons for demand growth in his Direct Testimony 

where he states that gas distribution networks "are the result of system 

expansion . . . into new service territories in response to area development" and 

"to satisfy changes in the requirements of customers in existing service areas." 

Each of these reasons contributes to an increase in the LDC's investment in 

Mains, due to an increase in peak demands. In the case of the third reason, the 

Company's analysis and resulting customer component of Mains gives 

recognition to the need to extend the LDC's distribution system mains to connect 

this new customer to the LDC's existing distribution grid. 

The construction cost estimates associated with connecting a new customer to 

the Company's gas distribution system are always based upon the capacity level 



necessary to meet each customer's peak hour demands. An excellent proxy for 

the peak hour demands used in distribution cost estimating is the customer's 

design day demand. At the same time, that construction cost estimate for each 

customer will be premised upon how far the customer is located from the 

Company's existing distribution grid and the demands expected to be imposed 

-. 
on the system by the customer. I ne recognition of a customer component of 

Mains simply captures the cost causation aspects of these utility construction 

characteristics. 

Q. With regard to customers' service objectives, Mr. Towers states, "from the 

customer's perspective, the distribution Mains are desired as a source of 

gas supply -- not merely as a facility that exists merely for access." In your 

opinion, is this a critical distinction that should be considered in the 

determination of the cost causation elements related to Mains? 

A. No. Mr. Towers was asked to explain this distinction in a Company data request. 

He responded to Data Request No. 44 that, "(c)ustomers of a gas utility become 

customers to satisfy their needs for the gas commodity. These needs 

encompass both the customer's average and peak requirements for gas. Rarely, 

if ever do these "needs" include merely the need for access to the system without 

no intention of purchasing gas." Mr. Towers' comments suggest a preference 

for a system utilization basis for the allocation of distribution system costs that 

relies solely on the energy consumption characteristics of customers. He affirms 

this preference in his statement at page 18 of his Direct Testimony where he 



states that, "I would allocate Mains on the basis of customers' use of the system, 

measured either by their volumetric requirements (annual "throughput") or 

maximum requirements (e.g. peak use requirements)." This is equivalent to the 

concept of a "commodity delivery function," which relates to the simple fact that 

an LDC delivers a gas commodity through its distribution system. 

Taken to its logical end, Mr. Tower's concept would argue for all costs being 

allocated on the basis of customers' energy consumption characteristics. 

Obviously, this makes no sense whatsoever because it would result in a pure 

volumetric cost allocation supporting equal gas rates to all customers. In stark 

contrast to this overly simplistic approach to cost allocation, the customer and 

demand based allocation factors used in the Company's cost of service study are 

more strongly related to the Company's engineering and operational practices 

discussed earlier, which drive distribution mains investment over time, than are 

commodity or throughput based allocation factors. 

Have you analyzed the relationship between the number of customers 

served by Montana-Dakota and its level of investment in Mains? 

Yes, I have. Exhibit N o . ( R A F - R l )  presents a linear regression analysis that 

regresses the Company's numbers of customers served against the footage of 

mains it has installed over the period, 1997 through 2002. This analysis and 

related statistical results indicates that the level of customers is strongly 

correlated to the footage of mains. Approximately 99.5% of the variation in 



Montana-Dakota's footage of mains can be explained by the variation in the 

number of customers. As would be expected, as the number of customers 

served by Montana-Dakota increases, the level of investment in Mains, as 

measured by installed footage, also increases. 

Q. Mr. Towers states at page 17 of his Direct Testimony "there is no 

physically identifiable "customer component" of Mains. Montana-Dakota 

creates this component by hypothesizing a system of zero or minimum size 

Main necessary to connect a customer to the system." Do you concur 

with Mr. Towers' characterization of the customer component as 

hypothetical and unidentifiable? 

A. No. A customer component of Mains is fully supported by the realities of gas 

utility operations. Recognizing that our goal is to more reasonably classify and 

allocate the @taJ cost of Montana-Dakota's distribution mains facilities, it is 

reasonable to analyze the cost causative factors that relate to these facilities 

based on the @&I number of customers served from these facilities. 

Accordingly, the concept of using a minimum system approach for classifying 

Mains simply reflects the fact that the average customer serviced by the 

Company requires a minimum amount of Mains investment to receive gas 

service. Thus, it is entirely appropriate to conclude that the number of customers 

served by Montana-Dakota represents a primary causal factor in determining the 

amount of Mains cost that should be assessed to any particular group of 

customers. One can readily conclude that a customer component is a distinct 



and separate cost category of Mains, which is supported from an engineering 

and operating standpoint. Moreover, its conceptual appeal has been widely 

recognized by many experts in the field of public utility regulation. 

Can you briefly cite examples to support your statement that many experts 

recognize the concept of a customer cost component of Mains? 

Yes. In his widely utilized text, The Regulation of Public Utilities, Dr. Charles F. 

Phillips, Jr. states, "customer costs vary with the number of customers. These 

costs include a portion of the distribution system, local connection facilities, 

metering equipment, meter reading, billing and accounting. Customer costs, 

moreover, are independent of consumption." 

In Gas Rate Fundamentals, it is stated that customer-related costs are primarily 

distribution and customer accounting costs. In conjunction with its discussion of 

various utility cost components, it is further stated that "the closer a plant item 

(e.g., a meter and service line) is located to a customer, the more that particulai- 

item is related to the specific requirements of that customer. Thus, the customer 

component of distribution costs reflects the theoretical distribution system that 

would be needed to serve customers at nominal or minimal load conditions." 

Additionally, in discussing the various functions and cost causation components 

attributable to the operations of a gas distribution utility, it is stated that for 

distribution costs, the prime cost causation component is one that is customer- 

related. 



In Principles of Public Utility Rates, Professor Bonbright notes that the use of a 

two-part rate structure is based on the assumption that one part of the total costs 

of a utility's business is a function of the output or energy of the system, whereas 

another part is a function of plant capacity and hence of all costs related to this 

capacity. Professor Bonbright goes on to point out, however, that "this two-fold 

distinction overlooks the fact that a material part of the operation and capital 

costs of a utility business is more directly and closely related to the number of 

customers than to energy consumption on the one hand or maximum kilowatt 

demand on the other hand." (Emphasis added). 

In addition, in the section dealing with the criteria of a sound rate structure, 

Professor Bonbright states, "customer costs incurred to serve a customer are 

invariant with respect to consumption. They are the costs incurred to serve a 

customer even if the customer does not use the service at all. The most obvious 

examples of these customer costs are the expenses associated with local 

connection facilities, metering equipment and meter reading, billing and 

accounting, and a portion of the distribution system." 

Finally, at page 492, Professor Bonbright states, "in actual practice the vast 

majority of utilities utilized some form of minimum system to classify costs, which 

is in line with the FERC accounts." 

Mr. Towers suggests that "any number of varying results could be obtained 



from MDU's (Montana-Dakota) data" and that a minimum system of any 

size has delivery capacity - "a fact that is inconsistent with the effort to 

identify a pure "customer component." Do you agree with his conclusion? 

No. Notwithstanding Mr. Towers "what if' exercise in substituting one pipe 

material type and size for another in deriving different unit costs and thus varying 

levels of customer cost, recognizing that the most commonly installed minimum 

system carries some level of capacity is irrelevant to the determination of a 

customer component of Mains. Of course, the capability to serve all of the 

customers' demands is only accomplished by the Company's entire integrated 

gas distribution system, including the peak capacity of the upstream, larger 

diameter Mains. The most commonly installed minimum system method for 

determining the customer-related cost of Mains is simply a means of identifying 

that portion of the investment in Mains attributable to one of the two primary cost 

factors, the need to extend the distribution system grid to connect new 

customers. 

At page 21 of his Direct Testimony, Mr. Towers discusses his contention 

that the Company's cost support for its Basic Service Charges is "greatly 

overstated" because it includes costs that "do not vary as customers are 

added or leave the system." He cites the customer component of Mains as 

an example where "Mains would be unaffected by the addition of a 

customer that can be connected with a service line that taps into the 

Company's existing distribution network." Do you concur with this 



definition of eligible customer-related costs for the Basic Service Charge? 

A. No. Development of the Company's distribution grid over time is a dynamic 

process, as Mr. Towers describes in his Testimony at page 16. Customers are 

added to the distribution system on a continuous basis under a variety of 

installation conditions. Accordingly, this process cannot be viewed as a static 

situation where a particular customer being added to the system at any one point 

in time can serve as a representative example for all customers. Rather, it is 

more appropriate to understand and appreciate that for every situation where a 

customer can be added with little or no additional footage of mains installed, 

there are contrasting situations where a customer can be added only by 

extending the distribution mains to the customer's "off-system" location. 

Similarly, some of the other costs that Mr. Towers would consider eligible for the 

Basic Service Charge, such as meter reading expense, the installed cost of 

service lines, meters and regulators will not vary significantly with every customer 

that is added or leaves the system. In fact, very few costs (e.g., postage) will 

vary in such a direct manner. As the overall level of customers changes over 

time, however, these customer-related costs will change. 

In his response to a data request on this subject (Request No. 39), Mr. Towers 

fails to recognize the aforementioned situation where the distribution main must 

be extended to serve a new customer. He states that, 'When a customer 

applies for service, MDU does not build a new main." However, he does 



acknowledge the lack of direct variability of customer-related costs when he 

states in the same response, "Indeed, it (MDU) does not even hire a new meter 

reader, although Mr. Towers treats meter reading as a cost that is directly related 

to service to a customer." 

Mr. Towers' position on this topic at various points in his Direct Testimony is 

difficult to reconcile. At page 22 of his Direct Testimony, Mr. Towers defines 

customer costs as "costs directly related to maintaining customer service" while 

his earlier characterization of customer costs on page 5 rejects certain costs as 

"independent of incremental changes in the customer population." When asked 

to reconcile these two statements in a data request (Request No. 43), Mr. 

Towers adds little clarification when he states, "...Mr. Towers' testimony clearly 

indicates that the statement on page 22.. .referring to costs that are directly (i.e. 

not indirectly) related to customer service are those costs which are physically 

identifiable with an individual customer and which necessarily will increase as a 

customer is added to the system." The fact remains that the aforementioned 

costs of providing gas service to a customer are fixed, regardless of the quantity 

of gas the customer consumes or whether the customer uses the service at all, 

and should be regarded as customer-related and eligible for inclusion in the 

Basic Service Charge. 

In any event, Mr. Towers' concept of examining only incremental costs for 

purposes of deriving appropriate monthly customer charges is irrelevant within 

the context of performing an embedded cost of service study. 



What is your reaction to Mr. Towersy contention at page 5 of his Direct 

Testimony that if direct customer-related costs are recovered through non- 

gas commodity charges, thus "putting such costs at risk," it provides the 

Company with "a cost control incentive?" 

I find it rather ironic that the same categories of customer-related costs that meet 

Mr. Towers' definition as "affected, incrementally, when a customer is added to 

the system" could somehow provide a further cost control incentive beyond that 

which prudent management of the LDC would otherwise dictate, unless he would 

have customers somehow share the use of meters, regulators and services in an 

effort to control these costs. 

Mr. Towers was asked in a data request (Request No. 36) to fully define the 

source and type of risk to which these costs would be subject and explain the 

basis for his statement that this risk would provide a cost control incentive not 

otherwise present. He responded as follows - "If costs that are relatively fixed in 

the short run are recovered through a regulated company's volumetric rates, a 

decline in sales volumes to a level that is measurably lower than the ratemaking 

expectation may cause the company to earn something less than its allowed 

return. This is earnings risk. If the decline is expected to be temporary (e.g. a 

deviation from normal weather) its effect on efficiency incentives would likely be 

negligible. However, it the decline is expected to be one of longer duration, the 

company can be expected to act to reduce costs to restore its earnings." 



From this response, it is clear that Mr. Towers would characterize any variations 

in gas sales volumes due to varying weather conditions as "temporary" in nature. 

These are the same conditions that caused the Company to propose the various 

ratemaking changes presented in this rate case. As such, under these short- 

term conditions, Mr. Towers' response also makes it clear that he would not 

expect the creation of any meaningful "cost control incentive" from the recovery 

of customer-related costs through non-gas commodity charges. 

Mr. Towers' response then quotes a passage from the Company's 2002 Annual 

Report allegedly to reinforce his notion that, "(t)he loss of earnings capability or 

opportunities or even the expectation of such losses creates incentives for 

greater efficiency, to wit: 

"...Each business unit and every employee recognized that the country 

was facing challenges that could affect our businesses. They recognized 

that we needed to pull together and be innovative in order to succeed in 

times like these. I am happy to report that is exactly what happened." 

(Letter from Chairman of the Board, President and CEO Martin A. White 

as published in MDU's 2002 Annual Report, pp. 2-5)'' 

While Mr. Towers' limited quotation would have you believe that the focus of the 

Company's activities is on cost control during tough times, a more complete 

reading of its Letter from the Chairman tells a very different story - a focus on 

earnings growth, in large part, through a reinforcement of its culture of 



innovation. The theme of the Letter demonstrates management's forward 

thinking approach to pursuing growth opportunities in its various business lines 

through broad business initiatives of innovation, operational excellence, 

employee growth and development, that are an integral part of the Company's 

"daily process" or culture. The following statement in Mr. White's Letter 

evidences this business culture: 

"I believe we need to be continually evolving our business, to evaluate 

what we're doing and where we're going. Some businesses only do this in 

times of crisis. At MDU Resources, it's a daily process." 

Clearly, Montana-Dakota does not require Mr. Towers' so-called "cost control 

incentive" by subjecting its fixed, customer-related costs to the risk of recovery 

through its volumetric charges in order to manage its business efficiently. 

Do you have any comments concerning Mr. Bettmann's discussion of the 

Company's Distribution Delivery Stabilization Mechanism ("DDSM") 

alternative? 

Yes, I do. Two of the three reasons cited by Mr. Bettmann for disagreeing with 

the Company's DDSM alternative are related to the time lag between when the 

true up occurs and when the associated revenues are collected or dispersed. On 

page 9 of his Direct Testimony, Mr. Bettmann states "(A)fter each heating 

season, the under or over recovery of fixed costs would be collected or dispersed 



during the following year. During that time customers may have moved on or off 

the system and those true-up amounts will end up being charged or credited to 

customers not responsible for those expenses or credits." Mr. Bettmann's 

second concern, also time lag related, involves the prospect of a warmer than 

normal heating season, which would generate a positive adjustment to be 

calculated for the following heating season, followed by a colder than normal 

heating season. Under this scenario customers would experience the cost of the 

DDSM adjustment as well as the cost of purchasing larger volumes of gas, at 

potentially higher prices. 

These concerns could be adequately addressed by modifying the DDSM from an 

annual lagged adjustment (e.g., the adjustment appears on customers' bills 

several months after the variation in weather is experienced) to adjusting current 

billings on a real-time basis. These are the two basic approaches that can 

achieve the desired results. Of the roughly thirty-five mechanisms in use today 

by gas utilities throughout the US. to adjust rates for weather variability, 

approximately three-quarters of these mechanisms employ the real-time 

approach to billing. By adjusting current billings on a real-time basis, the 

consumer can more readily link the resulting billing adjustments with the events 

causing the adjustments. An additional benefit associated with the real-time 

approach, the utility's financial statements will reflect the revenue normalizing 

effect of the mechanism sooner than under a lagged mechanism. 

What is the third reason cited by Mr. Bettmann for his disagreement with 



the Company's DDSM proposal? 

Mr. Bettman discusses his third concern with the Company's proposed DDSM 

mechanism at lines 18-21 of page 9. He states that, "(l)t is also possible that due 

to variations in the weather in different parts of the Company's service area, 

customers in one area may be experiencing a colder or warmer heating season 

than in other areas and therefore those customers could receive or pay an unfair 

share of the DDSM adjustment." 

How would you propose to address this last concern of Mr. Bettmann? 

I am somewhat reluctant to recommend attaching too much precision to what will 

comprise very small adjustments to the monthly bills of customers for system 

weather variations. In particular, this is due to the cross-subsidization that 

already exists within the Company's rate classes due to its largely volumetric rate 

structure, which would overshadow any geographic disparity in the recovery of 

the DDSM adjustment. However, Mr. Bettmann has provided both the potential 

solution and an example of its application in his response to one of the 

Company's data requests concerning this issue, Request No. 30. In a schedule 

accompanying his response, Mr. Bettmann provides an analysis of weather data 

from seven weather stations in the Company's service territory. The actual to 

normal heating degree day comparison shown in this schedule mimics the 

operation of the real-time adjustments that would be made to customers' monthly 

bills. While further analysis may indicate that seven geographically differentiated 



1 weather adjustment factors is unwarranted for the Company's South Dakota 

2 service territory, the DDSM can readily accommodate this type of adjustment in 

3 order to address the fairness I equity concern raised by Mr. Bettmann. 

4 

5 Q. Mr. Feingold, does that complete your rebuttal testimony? 

6 

7 A. Yes, it does. 
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Would you please state your name and business address? 

Yes. My name is Tamie A. Aberle, and my business address is 

400 North Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the Pricing & Tariff Manager in the Regulatory Affairs 

Department of Montana-Dakota Utilities Co. (Montana-Dakota), a Division 

of MDU Resources Group, Inc. 

Are you the same Tamie A. Aberle who filed direct testimony in this 

proceeding? 

Yes, I am. 

What is the purpose of your rebuttal testimony in this proceeding? 

The purpose of this rebuttal testimony is to address rate design 

recommendations and a proposed tariff change made by Mr. Martin C. 

Bettmann and Mr. David A. Jacobson on behalf of the South Dakota 

Public Utilities Commission Staff (Staff). 

Would you please explain why you do not agree with Mr. Bettmann's 

recommendation regarding the proposed revenue allocation to the 



Residential and Firm General Service classes? 

Mr. Bettmann relied upon the class cost of service study presented 

by Mr. Towers which is flawed for the reasons set forth in Mr. Feingold's 

rebuttal testimony. Based on this misstated class cost of service study, 

Mr. Bettmann recommends tnat the entire increase be aiiocated to the 

Firm General Service class. As noted on page 3 of Mr. Feingold's 

testimony, Mr. Towers' study fails to adequately capture the costs of 

serving the Company's various classes of service. Mr. Feingold further 

concludes that, "the Staff's cost of service study should not be relied upon 

by the Commission for determining the Company's class revenue levels 

and unit rate levels." As supported by the Company's class cost of 

service study and as recommended in my direct testimony filed in this 

case, the Residential and Firm General service classes both warrant an 

increase in revenues. 

Do you agree with Mr. Bettmann's recommendation relative to the rate 

structure for the Residential and Firm General Service classes? 

No. It is inappropriate to retain the current declining block rate 

structure with no change in the base rates applicable under either the 

Residential or Firm General Service classes as recommended by Mr. 

Bettmann. Again, based on Mr. Towers' flawed class cost of service 

study, Mr. Bettmann concludes that no change in the base rates is 

warranted. There is no cost basis to support a declining block rate 

structure for gas service if other parts of the utility's rate structure are 



established properly based on the cost to serve. The cost to provide gas 

service to a customer does not decline as the energy consumed by a 

customer increases. Montana-Dakota's firm gas service rates have 

reflected a declining block rate structure for a number of years as a 

means of moving toward a cost based fixed rate. By increasing the Base 

Rate or Basic Service Charge to the level proposed by the Company, the 

declining block rate may be eliminated. As stated in my direct testimony 

the Company's rate structure proposal helps to achieve the objectives of 

1) providing a measure of stability during periods of abnormal weather 2) 

providing easily understandable rates for customers and 3) enhancing 

fixed cost recovery. Furthermore, the Basic Service Charges proposed 

by the Company are consistent with the fixed monthly charges applicable 

in the gas distribution industry as supported by Exhibit No. (RAF-I) 

filed with Mr. Feingold's direct testimony in this Docket. 

Would you please comment on the Base Rates proposed by Mr. 

Bettmann for the Firm General Seasonal, Small lnterruptible Service, 

Large lnterruptible Service, Ellsworth Air Force Base and the Firm 

Contract rate schedules? 

Yes. Mr. Bettmann has proposed to tie the Base Rate applicable to 

the Firm General Seasonal Rate 72 to the base rate applicable to Small 

lnterruptible Service Rate 71. This is not appropriate as the customers 

taking service under the Firm General Seasonal rate are similar to the 

customers taking Firm General Service Rate 70 and therefore the base 



rate for the seasonal rate should be tied to Rate 70 as it is today. The 

only other change proposed by Staff for the noted customer groups is to 

increase the Base Rate applicable to the Small lnterruptible Sales Rate 71 

customers to $80.00 per month based on Mr. Towers' skewed class cost 

of service study. This recommendation was based on a study wnicn 

indicates that the Small lnterruptible customer costs are $122.72 while the 

customer costs are $2.33 for the Air Force Base and $108.08 for the 

Large lnterruptible class. These customer cost results are not reasonable 

based on metering cost differences between these classes alone, 

irrespective of Mr. Towers' erroneous class cost of service study results. 

Would you please address the change Mr. Jacobson recommends be 

made to the Company's proposal to increase the penalty for an 

interruptible customer's failure to curtail or interrupt the use of gas service 

upon request of the Company? 

Yes. While Mr. Jacobson agrees that an increase in the current 

penalty of $10.00 per dk for failure to interrupt is appropriate, he 

recommends that the penalty be set at $30.00 rather than $50.00, as 

proposed by the Company, due to the size of the increase and because 

$30.00 has been accepted by the Commission in the past. Given the 

intent is to penalize an interruptible customer for using natural gas 

service, after a call to interrupt or curtail has been made by the Company, 

and given the potential ramifications to the firm customers should 

interruptible customers decide to continue to use natural gas after 



1 receiving a curtailment or interruption notification, the $50.00 charge 

2 should be approved as proposed. 

3 Q. Does this conclude your rebuttal testimony? 

4 A. Yes, it does. 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING MOTION 
MONTANA-DAKOTA UTILITIES CO. FOR ) TO EXTEND DEADLINE FOR 
AUTHORITY TO INCREASE RATES FOR ) REBUTTAL TESTIMONY 
NATURAL GAS SERVICE 1 NG02-011 

On December 30, 2002, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills service 
territory. The application seeks an increase in rates in the approximate amount of $2,173,380 or 
approximately 5.8%. On January 16, 2003, the Commission suspended the proposed schedule of 
rates for 90 days beyond January 30,2003. On April 1,2003, Commission Staff recommended that 
the suspension of the tariff be further extended for 60 days. 

At its April 1, 2003, meeting, the Commission considered this matter. MDU concurred with 
Staffs recommendation. The Commission voted unanimously to grant the extension sought by 
Commission Staff. On April 30, 2003, the Commission received MDU's motion to continue and 
reschedule the hearing. 

At its May 6, 2003, meeting, the Commission considered this matter. MDU agreed to 
suspend implementing the proposed rate increase for 30 days after the June 29, 2003, expiration 
date. The Commission voted unanimously to grant the continuance. On May 22, 2003, the 
Commission received MDU's motion to extend deadline for rebuttal testimony to June 6, 2003. 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1-26 and 49- 
34A, including 1-26-1 8, 1-26-1 9, 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-8.1, 
49-34A-lOI49-34A-l lI49-34A-l2, 49-34A-13, 49-34A-13. 1, 49-34A-14, 49-34A-16, 49-34A- 1 7, 49- 
34A-19, 49-34A-19.1, 49-34A-19.2, 49-34A-20, 49-34A-2 1 , 49-34A-22, and 49-34A-23. 

At its June 3, 2003, meeting, the Commission considered this matter. The Commission 
voted unanimously to grant MDU's motion to extend deadline for rebuttal testimony to June 6, 2003. 
It is therefore 

ORDERED, that MDU's motion to extend deadline for rebuttal testimony to June 6, 2003, is 
granted. 

d Dated at Pierre, South Dakota, this ,/fl day of June, 2003. 

II CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as listed on the docket service 
list, by facsimile or by first class mail, in properly 

II (OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 

ROBERT K. SAHR, Chairman & 
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G A R Y ~ ~ ~ N S O N ,  Commissioner 
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Pam Bonrud, Executive Secretary 
Public Utilities Commission 
500 East Capitol Avenue 
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RE: IN THE MATTER OF THE APPLICATION OF MONTANA-DAKOTA 
UTILITIES CO. FOR AUTHORITY TO INCREASE RATES FOR NATURAL 
GAS SERVICE 
Docket: NG02-011 
Our file: 4165 

Dear Pam: 

Enclosed is the original counterpart of MDU's Third Request for 
Confidential Treatment of Information filed pursuant to ARSD 
20:10:01:41, which please file. This relates to a document that 
was filed with MDU's rebuttal testimony. In the past we have 
filed only one counterpart of the request for confidential 
treatment of information, since there are no intervenors and 
Commission staff is obtaining a copy of this filing. If you 
require more counterparts, please let me know, and I will file 
them. 

Yours truly, 

MAY, ADAM, GERDES &iTHOMPSON LLP w& 
DA ID A. GERDES 
DAG : mw 
Enclosure 
cc/enc: Karen Cremer 

Dave Jacobson 
Don Ball 
Rita Mulkern 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) NG02-011 
MONTANA-DAKOTA UTILITIES CO. FOR ) 
AUTHORITY TO INCREASE RATES FOR 1 
NATURAL GAS SERVICE ) 

MDUfS THIRD REQUEST FOR CONFIDENTIAL 
TREATMENT OF INFORMATION 

Pursuant to ARSD 20:10:01:41, Montana-Dakota Utilities Co., a 
Division of MDU Resources Group, Inc., (MDU) files the following 
information with the Commission requesting confidential treatment: 

1. Exhibit No. (AJF-3) accompanies the rebuttal 
testimony of Alvin J. Feist, Tax Planning Director of MDU Resources 
Group, Inc., and deals with an increase to the requested allowance 
for current income taxes. The Exhibit contains state specific 
income tax information, which is proprietary and confidential and 
as to which the company is entitled to an expectation of privacy. 
Exhibit No. (AJF-3) is therefore prepared and presented as 
confidential information. 

This request for confidential treatment of information is 
based upon the following information: 

A. The foregoing numbered paragraphs constitute an 
identification of the documents and the general subject matter of 
the materials for which confidentiality is being requested. 

B. The length of time for which confidentiality is being 
requested is until this docket and all appeals therefrom have been 
exhausted. Thereafter, all documents shall be destroyed or 
returned to the undersigned. 

C. The name, address and telephone number of a person to be 
contacted regarding the confidentiality requests is: David A. 
Gerdes, May, Adam, Gerdes & Thompson, P.O. Box 160, Pierre, South 
Dakota, 57501-0160, (605)224-8803, attorneys for MDU. 

D. The grounds upon which confidentiality is requested are 
that the material constitutes confidential and proprietary 
information owned by MDU, the release of which would be detrimental 
to MDU and cause irreparable injury. The release of any such 



information would create a competitive disadvantage for MDU with 
its competitors. Further, the information is susceptible to no 
beneficial or legitimate business purpose to anyone other than the 
parties to the documents. 

E. The factual basis that qualifies the information for 
confidentiality is that the information was requested as a part of 
discovery in this docket. The information serve no useful purpose 
except as it may relate to the issues between the parties in this 
docket. Any outside use of this information will be a violation of 
MDU's confidential rights. 

WHEREFORE MDU prays that the Commission keep the accompanying 
information confidential under its rules, and that any person or 
party viewing such information may do so only under a 
confidentiality agreement approved by MDU or its authorized 
representative. 

Dated this w a y  of June, 2003. 

MAY, ADAM, GERDES & THOMPSON LLP 

BY: 
DAV 
Attorneys for MDU 
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 1 k d a y  of June, 2003, 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, to-wit: 

Karen Cremer, Staff Attorney 
Public Utilities Commission 
State Capitol 
500 East Capitol Avenue 
Pierre, SD 57501-5070 



Dave Jacobson, Staff Analyst 
Public Utilities Commission 
State Capitol 
500 East Capitol Avenue 
Pierre, SD 57501-5070 

- - - 
David A. Gerdes 



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

June 13,2003 

500 East Capitol Avenue 
Pierre, South Dakota 57501 -5070 

www.state.sd.us/puc 

Capitol Ofice 
(605) 773-3201 

(605) 773-3809 fax 

Consumer Hotline 
1-800-332-1782 

Ms. Pam Bonrud 
Executive Director 
SD Public Utilities Commission 
500 East Capitol Avenue 
Pierre, south Dakota 57501 

SOUTH OAMOTA PUBLIC" 
UTILITIES C8  

RE: Motion to Continue and Reschedule the Hearing and Further Suspend 
Rates, NG02-01 I 

Dear Ms. Bonrud: 

Enclosed please find a Motion to Continue and Reschedule the Hearing and 
Further Suspend Rates and a Certificate of Service in the above-referenced 
matter. Please file this at your convenience. 

Sincerely, 

~ a b n  E. Cremer 
Staff Attorney 

enc. 

cc: David Jacobson 
David Gerdes 
Don Ball 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) MOTION TO CONTINUE AND 
MONTANA-DAKOTA UTILITIES CO. FOR ) RESCHEDULE THE 
AUTHORITY TO INCREASE RATES FOR ) HEARING AND FURTHER 
NATURAL GAS SEWICE 1 SUSPEND RATES 

NG02-01 I 

Montana-Dakota Utilities Co., a Division of MDU Resources Group, Inc., 
(MDU) and Commission Staff hereby jointly move the Commission to continue 
the hearing of June 23-25, 2003, scheduled in this matter and set a new 
hearing date. Pursuant to SDCL 49-34A-14, Commission Staff also requests 
that the Commission find that the proposed schedule of rates be further 
suspended for a time not to exceed a total of twelve months from the filing 
date. 

This motion is based upon Commission Staffs request for data from 
MDU. MDU informed Staff on June 12, 2003, that the information will not be 
available until after June 18, 2003. As the hearing is scheduled to begin on 
June 23, 2003, there is not sufficient time to evaluate this information for 
hearing purposes. Both parties agree that the hearing should be rescheduled 
as soon as possible. MDU further agrees to not initiate the proposed rate 
increase at this time. However MDU reserves its right to commence the 
proposed rate increase, pursuant to SDCL 49-34A-I 7, at the expiration of six 
months from the original filing date of the rate increase upon proper notice to 
the Commission and the public. 

WHEREFORE MDU AND STAFF pray that the Commission continue the 
hearing set for June 23-25, 2003, in this matter and reestablish a procedural 
schedule in accordance with the relative positions of the parties. Commission 
Staff further prays that the Commission find that the proposed schedule of 
rates be further suspended for a time not to exceed a total of twelve months 
from the filing date. 

Dated at Pierre, South Dakota, thjs -I 3th day of June, 2003. 

st& Attorney 
JU3; 1 3 2003 500 E. capitol Ave. 

Pierre, South Dakota 57501 
Telephone: (605) 773-3201 



CERTIFICATE OF SERVICE 

Karen E. Cremer, Staff Attorney of the South Dakota Public Utilities 
Commission, hereby certifies that on the /3" day of June, 2003, she mailed 
by electronic mail or United States mail, first class postage thereon prepaid, a t n ~ e  
and correct copy of the foregoing in the above-captioned action to the following at 
their last known addresses, to wit: 

David A. Gerdes 
May, Adam, Gerdes & Thompson LLP 
503 South Pierre Street 
P.O. Box 160 
Pierre, SD 57501 
Telefax: (605) 224-6289 

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

en E. Cremer =k- 



SOUTH DAKOTA 
PUBLIC UTILITIES C O ~ I S S I O N  

500 East Capitol Avenue 

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

Pierre, South Dakota 57501-5070 
www.state.sd.us/puc 

Capitol Ofice  
(605) 773-3201 

(605) 773-3 809 fax 

Consumer Hotline 
1-800-332-1782 

June 16,2003 

Mr. Douglas W. Schulz 
Senior Attorney 
MDU Resources Group, Inc. 
P. 0. Box 5650 
Bismarck, ND 58506-5650 

Re: In the Matter of the Application of Montana-Dakota 
Utilities Co. for Authority to Increase Rates for 
Natrual Gas Service 
Docket NG02-011 

Dear Mr. Schulz: 

Enclosed you will find a copy of Motion to Continue and Reschedule the Hearing and 
Further Suspend Rates with reference to the above captioned matter. 

Very truly yours, 

Karen E. Cremer 
Staff Attorney 

Enc. 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING MOTION 
MONTANA-DAKOTA UTILITIES CO. FOR ) TO CONTINUE AND 
AUTHORiN TO iNCREASE RATES FOR j RESCHEDULE THE 
NATURAL GAS SERVICE ) HEARING AND FURTHER 

1 SUSPEND RATES 
I NG02-C! I 

On December 30, 2002, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills service 
territory. The application seeks an increase in rates in the approximate amount of $2,173,380 or 
approximately 5.8%. On January 16, 2003, the Commission suspended the proposed schedule of 
rates for 90 days beyond January 30,2003. On April I, 2003, Commission Staff recommended that 
the suspension of the tariff be further extended for 60 days. 

At its April 1, 2003, meeting, the Commission considered this matter. MDU concurred with 
Staffs recommendation. The Commission voted unanimously to grant the extension sought by 
Commission Staff. On April 30, 2003, the Commission received MDU's motion to continue and 
reschedule the hearing. 

At its May 6, 2003, meeting, the Commission considered this matter. MDU agreed to 
suspend implementing the proposed rate increase for 30 days after the June 29, 2003, expiration 
date. The Commission voted unanimously to grant the continuance. On May 22, 2003, the 
Commission received MDU's motion to extend deadline for rebuttal testimony to June 6, 2003. . 

At its June 3, 2003, meeting, the Commission considered this matter. The Commission 
voted unanimously to grant MDU's motion to extend deadline for rebuttal testimony to June 6, 2003. 
On June 13, 2003, the Commission received a motion to continue and reschedule the hearing and 
further suspend rates from MDU and Commission Staff. 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1-26 and 49- 
34A, including 1-26-1 8, 1-26-1 9, 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-8.1, 
49-34A-10,49-34A-11,49-34A-12,49-34A-13, 49-34A-13.1, 49-34A-14, 49-34A-16, 49-34A-17, 49- 
34A-I 9, 49-34A-1 9.1, 49-34A-19.2, 49-34A-20, 49-34A-21, 49-34A-22, and 49-34A-23. 

At its June 17, 2003, meeting, the Commission considered this matter. The Commission 
voted unanimously to grant MDU's and Commission Staffs motion to continue and reschedule the 
hearing and further suspend rates. It is therefore 

ORDERED, that MDU's and Commission Staffs motion to continue and reschedule the 
hearing and further suspend rates is granted. 



Ld Dated at Pierre, South Dakota, this / day of July, 2003. 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as listed on the docket service 
list, by facsimile or by first class mail, in properly 
addressec),~nvel~pes, with charges prepaid thereon. 

Date: 7/2/03 

II (OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 

ROBERT K. SAHR, Chairman 



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

SOUTH DAKOTA 
PUBLIC UTILITIES COMMISSION 

500 East Capitol Avenue 
Pierre, South ~ a k o t a  57501-5070 

www.state.sd.us/puc 

Capitol Office 
(605) 773-3201 

(605) 773-3809 fax 

,,,o,ation/WarehO, 
(605) 773-5280 1 (605) 773-3225 fax 

Consumer Hotline 
1-800-332-1782 

October 28, 2003 

Mr. Donald R. Ball Mr. Douglas W. Schulz 
Director of Regulatory Affairs Senior Attorney 
Montana-Dakota Utilities Co. MDU Resources Group, Inc. 
400 North Fourth Street P. 0. Box 5650 
Bismarck, ND 58501 Bismarck, ND 58506-5650 

Mr. David A. Gerdes 
Attorney at Law 
May, Adam, Gerdes & Thompson LLP 
P. 0 .  Box 160 
Pierre, SD 57501 -01 60 

Re: In the Matter of the Application of Montana-Dakota 
Utilities Co. for Authority to Increase Rates for 
Natural Gas Service 
Docket NG02-011 

Gentlemen: 

Enclosed each of you will find copies of Joint Motion for Approval of Settlement Stipulation 
and Staff Memorandum Supporting Settlement Stipulation with reference to the above 
captioned matter. This is intended as service upon you by mail. 

~ a k e n  E. Cremer 
Staff Attorney 

cc: Mr. Robert G. Towers 
Mr. Dave Peterson 
Mr. Basil L. Copeland Jr. 

Enc. 



BEFORE THE PUBLIC UTILITIES COMMISSION OCT 2 1 200 

OF THE STATE OF SOUTH DAKOTA 
IN THE MATTER OF THE APPLICATION OF ) JOINT MOTION FOR 
MONTANA-DAKOTA UTILITIES CO. FOR ) APPROVAL OF 
AUTHORITY TO INCREASE NATURAL GAS ) SETTLEMENT STIPULATION 
RATES IN SOUTH DAKOTA 1 NG02-81 I 

Montana-Dakota Utilities Co. (Montana-Dakota) and the Staff of the South Dakota Public 

Utilities (Commission Staff), collectively referred to as Parties, hereby file the above-referenced 

motion and Settlement Stipulation with the South Dakota Public Utilities Commission (Commission). 

The Parties propose that the Commission adopt the Settlement Stipulation as the settlement and 

resolution of all of the issues in this proceeding. In support of this motion, the Parties submit as 

follows: 

1. This motion is made pursuant to ARSD 20: 10:Ol: 19. 

2. The Settlement Stipulation resolves all of the issues in Docket No. NG02-011. 

3. The Settlement Stipulation represents the conclusion of the undersigned parties that it 

is in the best interests of the Parties and the general public to reach a negotiated settlement of 

specific issues in this case and that the terms of the Settlement Stipulation agreed upon are just, fair, 

and reasonable, and consistent with South Dakota law. 

For the foregoing reasons, the undersigned parties jointly request the Commission to adopt 

the attached Settlement Stipulation without modification for the purpose of resolving the specific 

issues for use in determining the revenue requirement of Montana-Dakota Utilities in Docket No. 

David A. Gerdes 
Attorney 
May, Adam, Gerdes and Thompson 
503 South Pierre Street 
P.O. Box 160 
Pierre, SD 57501 

South Dakota Public UtilitiemCommission 

Karen E. Cremer 
Attorney 
State Capitol Building 
500 East Capitol Ave. 
Pierre, SD 57501 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE 

STATE OF SOUTH DAKOTA 

IN THE MATTER 
) 
) DOCKET NO. NG02-011 

OF THE APPLICATION OF 1 
MONTANA-DAKOTA UTILITIES CO. ) 
FOR AUTHORITY TO INCREASE ) 
NATURAL GAS RATES IN 
SOUTH DAKOTA 

I. SETTLEMENT STIPULATKM 

On December 30, 2002, Montana-Dakota Utilities Co. ("Montana-Dakota") 

filed with the South Dakota Public Utilities Commission ("Commission") an 

application for approval to increase rates for natural gas service in the State of 

South Dakota for its Black Hills system. Montana-Dakota proposed an overall 

increase of $2,173,380. The Staff of the Commission ("Commission Staff') on 

April 22, 2003, filed its direct testimony supporting an overall increase for 

Montana-Dakota of $249,236. By orders dated January 16, 2003 and April 1, 

2003, the Commission suspended Montana-Dakota's proposed tariff. By order 

issued June 17,2003, it was agreed upon by Montana-Dakota and the 

Commission Staff to further suspend rates. 

The Commission Staff and Montana-Dakota (jointly the "Parties") held 

several negotiating sessions in an effort to arrive at a jointly acceptable resolution 

of this matter. As a result of the sessions, the Parties have been able to resolve all 

issues in this proceeding and have entered into this Settlement Stipulation 

("Stipulation"), which, if accepted and ordered by the Commission, will determine 

rates to result from this proceeding. 



II. PURPOSE 

This Stipulation has been prepared and executed by the Parties for the 

sole purpose of resolving Docket No. NG02-011. The Parties acknowledge that 

they may have differing views that justify the end result, which they deem to be 

just and reasonable, and, in light of such differences, the Parties agree that the 

resolution of any single issue, whether express or implied by the Settlement 

Agreement, should not be viewed as precedent setting. In consideration of the 

mutual promises hereinafter set forth, the Parties agree as follows: 

I. Upon execution of this Stipulation, the Parties shall immediately file this 

Stipulation with the Commission together with a joint motion requesting that the 

Commission issue an order approving this Stipulation in its entirety without 

condition or modification. 

2. This Stipulation includes all terms of settlement and is submitted with 

the condition that in the event the Commission imposes any changes in or 

conditions to this Stipulation which are unacceptable to any party, this Stipulation 

shall be deemed withdrawn and shall not constitute any part of the record in this 

proceeding or any other proceeding nor be used for any other purpose. 

3. This Stipulation shall become binding upon execution by the Parties, 

provided however, that if this Stipulation does not become effective in accordance 

with Paragraph 2 above, it shall be null, void and privileged. This Stipulation is 

intended to relate only to the specific matters referred to herein; no party waives 

any claim or right which it may otherwise have with respect to any matter not 



expressly provided for herein; no party shall be deemed to have approved, 

accepted, agreed or consented to any rate making principle, or any method of 

cost of service determination, or any method of cost allocation underlying the 

provisions of this Stipulation, or be prejudiced or bound thereby in any other 

current or future proceeding before the Commission. No party or representative 

thereof shall directly or indirectly refer to this Stipulation or that part of any order of 

the Commission referring to this Stipulation as precedent in any other current or 

future rate proceeding before the Commission. 

4. The Parties to this proceeding stipulate that all prefiled testimony, 

exhibits, and workpapers be made a part of the record in this proceeding. The 

Parties understand that if this matter had not been settled, Commission Staff 

would have filed rebuttal testimony responding to certain of the positions 

contained in Montana-Dakota's rebuttal testimony. 

5. It is understood that Commission Staff enters into this Stipulation for the 

benefit of Montana-Dakota's South Dakota customers affected by this docket. 

Ill. ELEMENTS OF THE SETTLEMENT STIPULATION 

I. Revenue Requirement 

The Parties agree that Montana-Dakota's attached rate schedules are 

designed to produce annual increases in base rate levels (excluding purchased 

gas cost adjustment and sales taxes) of approximately $1.306 million annually for 

retail natural gas service in the Company's Black Hills service area in the State of 

South Dakota. The parties agree to an overall rate of return of 9.409%. 



2. Other Conditions 

It is further agreed upon by the Parties that Montana-Dakota will implement 

a Distribution Delivery Stabilization Mechanism (DDSM). The DDSM will adjust 

customer bills in each billing cycle by the difference between the customer's 

actual temperature-sensitive usage and the customer's calculated usage under 

normal weather conditions. The DDSM will apply to all Residential and Firm 

General Service customers beginning with the first billing cycle starting on or after 

November 1 of each year and ending with the May 1 billing cycle. The DDSM 

charge or credit will be shown as a separate line item on customer bills. Initial 

implementation of the DDSM is to begin on March 1, 2004. 

In addition to the rate changes provided for herein, the Parties agree that, 

henceforth, Montana-Dakota will install, own and maintain all new and 

replacement service lines. Presently, Montana-Dakota's customers own and are 

responsible for maintenance costs of their service lines. 

3. Tariffs 

The Tariffs reflect the following proposed basic service charges: 

Rate Class 
Residential 
Firm General 

Meters < 500 cubic ft./hour 
Meters > 500 cubic ft./hour 

Air Force 
Small lnterruptible Sales 
Small lnterruptible Transport 
Large lnterruptible Sales 
Large lnterruptible Transport 

Base Rate 
$7.60 



4. Implementation of Rates 

The revised rate schedules shall be implemented with service rendered on 

and after November I ,  2003, with bills prorated so that usage prior to November 

1,2003 is billed at the previous rates and usage on and after November 1,2003, 

is billed at the new rates. 

5. Conclusion 
+k 

This Stipulation is entered into this 2'7 day of @& - , 

Mr. David A. Gerdes 
Attorney 
May, Adam, Gerdes and Thompson 
503 South Pierre Street 
P.O. Box I60  
Pierre, SD 57501 

DATED: Df!&ry k t 2 3  

blic Utilities Commission 

I 
L 

Karen E. Cremer 
Attorney 
State Capitol Building 
500 East Capitol Building 
Pierre, SD 57501 -5070 

DATED: /D/$ 1/03 



Change in Natural Gas Rates 

On December 30, 2002, Montana-Dakota Utilities Co. (Montana-Dakota) filed an 
application with the South Dakota Public Utilities Commission for an increase in 
prices charged for natural gas service to our customers. Montana-Dakota 
requested an increase of approximately $2.17 million in additional revenues. 
Only non-gas related or distribution costs were a part of the filing. The primary 
reasons for the rate filing were increases in expenses such as; operation and 
maintenance costs, depreciation, taxes and an increase in the investment in 
facilities used to provide natural gas service to customers. These increases 
occurred in spite of the Company's efforts to control these costs. Montana- 
Dakota's non-gas rates were last increased in early 1995. On , the 
South Dakota Public Utilities Commission approved a natural gas rate increase in 
the amount of $1,305,649. 

Effective with the rate change on November 1, 2003, the South Dakota Public 
Utilities Commission also approved a number of changes to the rate 
components. The charge now referred to as the monthly "Base Rate" will be 
replaced with a "Basic Service Charge" to better describe the type of costs 
recovered through this charge. Also, the Basic Service Charge will be billed on a 
per day basis, rather than the former fixed monthly charge. The Commodity 
Charge has been separated into two components: a Distribution Delivery Charge 
and the Cost of Gas. The Distribution Delivery Charge is a uniform per 
decatherm (dk) charge representing the non-gas costs of delivering gas to our 
customers. The Cost of Gas component recovers Montana Dakota's gas supply 
costs and is subject to change on a monthly basis pursuant to the Purchased 
Gas Cost Adjustment. 

The new Basic Service Charge and Distribution Delivery Charge became 
effective with service rendered on and after November 1, 2003. The first bill you 
receive may be prorated, depending on your meter reading date. This means that 
any gas used prior to November 1, 2003 will be billed at the old price, and any 
gas used on and after November 1, 2003 will be billed at the new rates included 
in this folder. 

Beginning March I ,  2004 Montana-Dakota will apply a Distribution Delivery 
Stabilization Mechanism (DDSM) adjustment to Residential Gas Service Rate 
and Firm General Gas Service Rate 70 customers' bills. This mechanism is 
designed to offset any over- or under-collection of distribution delivery charge 
revenues during the period from October I through April 30 each year. Stated 
another way, during these months the usage used to bill rate 60 and rate 70 
customers for the n ~ n - ~ a s  portion of their rate will be adjusted to reflect 
consumption at normal temperature levels instead of actual temperature levels. 
The effect of this adjustment is to stabilize customer billings by lowering usage 
levels during times of colder than normal temperatures and raising them during 



times of warmer than normal temperatures. The adjustment itself is revenue 
neutral over time meaning on average it will not increase or decrease the overall 
revenues to the Company. The DDSM adjustment will be shown as an additional 
charge or a credit amount on your billing statement. 

On November 1, 2003, the Purchased Gas Adjustment (PGA), filed monthly with 
the South Dakota Public Utilities Commission, decreased $0.356 per dk for 
residential customers. The PGA increases or decreases our retail prices based 
on our estimates of purchased gas costs for the month and adjustments for any 
over- or under-estimates c?f these costs in prior periods. The PGP. mechanism Is 
strictly a pass-through to our customers of costs imposed on Montana-Dakota by 
its gas suppliers. The PGA provides no mark-up or profit to Montana-Dakota. 
New cost of gas prices for residential and firm general natural gas service are 
shown in this folder and will become effective with service rendered on and after 
November 1,2003. 

Residential Gas Service - Rate 60 
Rate: 

Basic Service Charge ............................................................ $0.25 per day* 
Distribution Delivery Charge ................................................... $1 A35 per dk* 
Cost of Gas ............................................................................. $5.868 per d k** 

Minimum bill: Basic Service Charge 

Firm General Gas Service - Rate 70 
Rate: 

Basic Service Charge: 
Meters rated under 500 cubic feet per hour ....................... $0.33 per day* 
Meters rated over 500 cubic feet per hour ......................... $0.66 per day* 

Distribution Delivery Charge ................................................... $1.078 per dk* 
Cost of Gas ............................................................................. $5.868 per dk** 

Minimum bill: Basic Service Charge 

*Rates effective with service rendered on and after November I, 2003. 
**Cost of Gas effective with service rendered on and after November I, 2003. 

Other Rates Available: 
Small lnterruptible General Gas Service - Rate 71 
Large lnterruptible General Gas Service - Rate 85 
Optional Seasonal General Gas Service - Rate 72 
Transportation Service - Rates 81 and 82 

NSF Check Charge: 
A charge of $20.00 will be collected by the Company for each check charged 
back to the Company by a bank. 



Seasonal Reconnect Charge: 
Any customer who requests the reconnection of service at the same address 
within a 12-month period will be charged the Basic Service Charge applicable 
during the period while service was not in use or a minimum of $30.00. The 
minimum will be based on standard overtime rates for reconnection of service 
after normal business hours. 

Payment: 
Bills will be considered past due if not paid by the due date shown on the bill. An 
amount equa! tc! ??h per month wi!! be app!ied tc! any unpaid ba!ance existing en 
the immediate subsequent billing date. 

Comparison of Residential Rate 
PRESENT PROPOSED AMOUNT OF % 

DK RATE RATE INCREASE INCREASE 

*Residential meters under 500 cubic feet per hour. 

For further information, applicable rates, rules and regulations are on file at 
Montana-Dakota's offices and are available for inspection upon request. 

South Dakota 11/03 
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PRELIMINARY STATEMENT 
*Designates Region Office 

Montana-Dakota Utilities Co. serves twenty-six (26) towns and their environs in eleven 
(1 1) counties in South Dakota with natural gas. Counties served are: 

Butte 
Edmunds 
Harding 
Hughes 

Lawrence 
Meade 
Pennington 
Potter 

Stanley 
Sully 
Walworth 

Communities served under Rate 66 are designated (66), all other communities are served 
under the otherwise applicable rates. 

Bismarck Reqion 

Bowdle (66) Glenham (66) 
Gettysburg (66) lpswich (66) 
Mobridge (66) 

Rapid Citv Region 

Agar (66) Deadwood 
Belle Fourche Lead 
Black Hawk Onida (66) 
Box Elder Piedmont 
Camp Crook Ft. Pierre (66) 
Central City Pierre (66) 

Roscoe (66) 
Selby (66) 

Pluma 
*Rapid City 
St. Onge 
Spearfish 
Sturgis 
Terraville 
Whitewood 

Date Filed: December 30,2002 
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TYPES AND CLASSES OF SERVICES 

The Company will furnish natural gas service for existing residential and small commercial 
customers. Where economically feasible the Company will extend its service lines to new 
customers if the Company's gas supply is adequate. 

The following symbols shall be used in rate filings with the Public Utilities Commission: 

(c) To signify changed listing, rule, or condition which may affect rates or 
charges. 

(D) To signify discontinued material, including listing, rate, rule or condition. 

(1) To signify increase. 

(L) To signify material relocated from or to another part of tariff schedules with 
no change in text, rate, rule or condition. 

(N) To signify new material including listing, rate, rule or condition. 

(R) To signify reduction. 

(T) To signify change in wording of text but no change in rate, rule or 
condition. 
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Distribution 
Sheet Basic Service Delivery PGA Total 

!ate Schedule 

ksidential Rate 60 

illsworth Air Force Base Rate 64 

'irm General Service Rate 70 
Meters rated < 500 cubic feet 
Meters rated > 500 cubic feet 

;mall lnterruptible Gas Rate 71 

Iptional Seasonal Gas 
Service Rate 72 

Meters rated < 500 cubic feet 
Meters rated > 500 cubic feet 

Winter Gas Usage 
Summer Gas Usage 

ransportation Service 
Small lnterruptible Rate 81 

Maximum 
Minimum 
Fuel Charge 

Large lnterruptible Rate 82 
Maximum 
Minimum 
Fuel Charge 

arge lnterruptible Gas Rate 85 

No. - Charge Items Ratel Dk 

$7.303 

$4.669 

$0.33 per day 
$0.66 per day $1 .078 $5.868 $6.946 

(Maximum) (Maximum) 

$50.00 per month $0.453 $5.868 $6.321 

$0.33 per da 
$0.66 per da 

$1.078 $6.094 $7.172 

$125.00 per month 

$200.00 per month 

Date Filed: December 30,2002 Effective Date: 
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$4.99: $150.00 per month 
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RESIDENTIAL GAS SERVICE Rate 60 

Page 1 of 1 

Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all domestic uses. See Rate 100, SV.3, for definition of class of service. 

Rate: 
Basic Service Charge: $0.25 per day 

Distribution Delivery Charge: $1.435 per d k 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates I00  through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: December 30,2002 Effective Date: 
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ELLSWORTH AIR FORCE BASE Rate 64 
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Availability: 
Service under this rate schedule is available, on an interruptible basis, to the 
Ellsworth Air Force Base (EAFB). 

Rate: 
Basic Service Charge: $95.00 per month 

Distribution Delivery Charge: $0.062 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, sV.1 I, or any amendments or alterations thereto.. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

Gas Delivery Management Fee: 
In addition to the charges set forth above, all volumes of natural gas delivered 
under this rate schedule shall be subject to a gas Delivery Management Fee. 
The charge per dk is a negotiable fee subject to approval by the South Dakota 
Public Utilities Commission. 

Date Filed: December 30,2002 Effective Date: 
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ELLSWORTH AIR FORCE BASE Rate 64 
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General Terms and Conditions: 

PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 
subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the 
interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the Provisions of Rate 100, §V. 10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so by 
the Company, any gas taken shall be billed at the Firm General Gas 
Service Rate 70 (distribution delivery charge and cost of gas), plus either an 
amount equal to any penalty payments or overrun charges the Company is 
required to make to its interconnecting pipeline(s) under the terms of its 
contract(s) as a result of such failure to curtail or interrupt, or $30.00 per dk 
of gas used in excess of the volume of gas to which customer was 
requested to curtail or interrupt, whichever amount is greater. The 
Company, in its discretion, may shut off customer's supply of gas in the 
event of customer's failure to curtail or interrupt use of gas when requested 
to do so by the Company. 

3. CONTRACT - Terms of service other than the rate shall be as specified in 
contracts between EAFB and the Company. 

4. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Date Filed: December 30, 2002 Effective Date: 
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FIRM GENERAL GAS SERVICE Rate 70 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all purposes except for resale. See Rate 100, 5V.3, for definition on class of 
service. 

Rate: 
Basic Service Charge: 

For customers with meters rated $0.33 per day 
under 500 cubic feet per hour 

For customers with meters rated $0.66 per day 
over 500 cubic feet per hour 

Distribution Delivery Charge: $1.078 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 

Date Filed: December 30, 2002 Effective Date: 
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FIRM GENERAL GAS SERVICE Rate 70 

Page 2 of 2 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: December 30,2002 Effective Date: 
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Availability: 
In all communities served, except for communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load will 
exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery point 
and whose use of natural gas will not exceed 40,000 dk annually. The rates herein 
are applicable only to customer's interruptible load. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service agreement. 
Customer's firm load shall be billed at Firm General Gas Service Rate 70. For 
interruption purposes, the maximum daily firm requirement shall be set forth in the 
firm service agreement. 

Rate: 
Basic Service Charge: $50.00 per month 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

$0.453 per dk 
$0.131 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on the 
bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Date Filed: December 30, 2002 Effective Date: 
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SMALL INTERRUPTIBLE GENERAL GAS SERVICE Rate 71 

Page 2 of 3 

General Terms and Conditions: 
1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the interest 
of its customers whose capacity requirements are otherwise and hereby given 
preference. The priority of service and allocation of capacity shall be 
accomplished in accordance with the Provisions of Rate 100, sV.10. 

2. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so by 
the Company, any gas taken shall be billed at the Firm General Gas Service 
Rate 70 (distribution delivery charge and cost of gas), plus either an amount 
equal to any penalty payments or overrun charges the Company is required 
to make to its interconnecting pipeline(s) under the terms of its contract(s) as 
a result of such failure to curtail or interrupt, or $30.00 per dk of gas used in 
excess of the volume of gas to which customer was requested to curtail or 
interrupt, whichever amount is greater. The Company, in its discretion, may 
shut off customer's supply of gas in the event of customer's failure to curtail 
or interrupt use of gas when requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. If mutually agreed to by the 
Company and customer, the term of service reflected in such agreement may 
be amended. Upon expiration of service, the customer may apply for and 
receive, at the sole discretion of the Company, gas service under another 
appropriate rate schedule for the customer's operations. 

Date Filed: December 30, 2002 Effective Date: 
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SMALL INTERRUPTIBLE GENERAL GAS SERVICE Rate 71 
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4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be required as specified in the service 
agreement to notify Company of an anticipated change in daily operations. 
Failure to comply with requirements specified in the service agreement may 
result in the assessment of penalties to the customer equal to the penalty 
amounts Company must pay to the interconnecting pipeline caused by 
customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment required 
for daily measurement will be installed by the Company, at its sole discretion, 
prior to the initiation of service hereunder. 

The customer shall be required to provide and maintain, at no cost to 
Company, a 120 volt, 15 ampere, AC power supply, or other power source 
acceptable to the Company, and acceptable telephone service available at 
customer's meter location(s). Customer agrees to provide and maintain, at 
no cost to the Company, any necessary telephone enhancements to assure 
Company of a quality telephone signal necessary to properly transmit data. 
The customer shall pay all charges for continuous electric and telephone 
service associated with the Company's connection of the remote data 
acquisition equipment, and any interruption in such services must be promptly 
remedied or service under this tariff will be suspended until satisfactory 
corrections have been made. 

The Company reserves the right to charge for each service call to investigate, 
repair and/or reprogram the Company's remote data acquisition equipment 
when the service call is the result of a failure or change in communication or 
power source provided by customer or damage to Company's equipment. 

6. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Date Filed: December 30,2002 Effective Date: 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
customers otherwise qualifying for service under Firm General Gas Service Rate 
70. See Rate 100, gV.3, for definition of class of service. 

Rate: 
Basic Service Charge: 

For customers with meters rated 
under 500 cubic feet per hour 

For customers with meters rated 
over 500 cubic feet per hour 

$0.33 per day 

$0.66 per day 

Distribution Delivery Charge: $1.078 per dk 

Cost of Gas: 
Winter - Bills rendered October 1 through March 31 Determined Monthly - 

See Rate Summary 
Sheet for Current Rate 

Summer - Bills rendered April 1 through September 30 Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, SV.1 I, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Date Filed: December 30,2002 Effective Date: 
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OPTIONAL SEASONAL GENERAL GAS SERVICE Rate 72 
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General Terms and Conditions: 
1. TERM - The customer agrees to contract for service under the Optional 

Seasonal General Gas Service Rate 72 for a minimum of one year. 

2. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
This service is applicable, except for customers served on Rate 66, for 
transportation of natural gas to customer's premise (metered at a single delivery 
point) through Company's distribution facilities. In order to obtain transportation 
service, customer must qualify under an applicable gas transportation service rate; 
meet the general terms and conditions of service provided hereunder; and enter 
into a gas transportation agreement upon request by the Company. 

The transportation services are as follows: 

Small lnterruptible General Gas Transportation Service Rate 81: Transportation 
service is available for all general gas service customers whose interruptible 
natural gas load will exceed an input rate of 2,500,000 Btu per hour, metered at a 
single delivery point whose average use of natural gas will not exceed 40,000 dk 
annually, and who, absent the request for transportation service, are eligible for 
natural gas service, on an interruptible basis, pursuant to Company's effective 
Small lnterruptible General Gas Service Rate 71. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service agreement. 
Customer's firm load shall be treated and billed in accordance with the provisions 
of Firm General Gas Service Rate 70. 

Large lnterruptible General Gas Transportation Service Rate 82: 
Transportation service is available for all general gas service customers whose 
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour, 
metered at a single delivery point, whose average use of natural gas will exceed 
40,000 dk annually, and who, absent the request for transportation service, are 
eligible for natural gas service on an interruptible basis, pursuant to Company's 
effective Large lnterruptible General Gas Service Rate 85. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be treated and billed in accordance with the 
provisions of Firm General Gas Service Rate 70. 
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Rate: 

11 

21 

Basic Service Charge: 
Rate 81 $125.00 per month 11 
Rate 82 $200.00 per month 21 

In the event customer takes service through one meter under both Rates 71 and 
81, the base rate under Rate 81 shall be waived. 

In the event customer takes service through one meter under both Rates 85 and 
82, the base rate under Rate 82 shall be waived. 

Under Rates 81 or 82 customer shall pay a negotiated rate not more than the maximum 
rate or less than the minimum rate specified below. (The per dk charge is applicable to 
all dk of natural gas transported under the terms of this rate.) 

Rate 81 Rate 82 

Maximum Rate per dk $0.453 $0.177 

Minimum Rate per dk $0.131 $0.090 

Balancing Charge per dk $0.300 $0.300 

Fuel Charge: 
Applicable to all dk transported to customers located within the distribution system. 
Charge does not apply to transmission level customers. See Rate Summary Sheet 
for currently effective charge. 

GENERAL TERMS AND CONDITIONS: 
I. CRITERIA FOR SERVICE - In order to receive the service, customer must 

qualify under one of the Company's applicable natural gas transportation 
service rates and comply with the general terms and conditions of the service 
provided herein. The customer is responsible for making all arrangements for 
transporting the gas from its source to the Company's interconnection with the 
delivering pipeline(s). 
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REQUEST FOR GAS TRANSPORTATION SERVICE: To qualify for gas 
transportation service a customer must request the service pursuant to the 
provisions set forth herein. The service shall be provided only to the extent 
that the Company's existing operating capacity permits. 

MULTIPLE SERVICES THROUGH ONE METER: 
a. In the event customer desires firm sales service in addition to gas 

transportation service, customer shall request such firm volume 
requirements, and upon approval by Company, such firm volume 
requirements shall be set forth in a firm service agreement. For billing 
purposes, the level of volumes so specified or the actual volume used, 
whichever is lower, shall be billed at Rate 70. Volumes delivered in 
excess of such firm volumes shall be billed at the applicable gas 
transportation rate. Customer has the option to install, at their 
expense, piping necessary for separate measurement of sales and 
transportation volumes. 

b. The customer shall pay, in addition to charges specified in the 
applicable gas transportation rate schedule, charges under all other 
applicable rate schedules for any service in addition to that provided 
herein (irrespective of whether the customer receives only gas 
transportation service in any billing period). 

PRIORITY OF SERVICE - Company shall have the right to curtail or interrupt 
deliveries without being required to give previous notice of intention to curtail 
or interrupt, whenever, in its judgment, it may be necessary to do so to protect 
the interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the provisions of Rate 100, §V.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 
curtail or interrupt their use of gas hereunder when requested to do so by the 
Company, any gas taken above that received on the customer's behalf, shall 
be billed at the Firm General Gas Service Rate 70 (distribution delivery charge 
and cost of gas), plus either an amount equal to any penalty payments or 
overrun charges the Company is required to make to its interconnecting 
pipeline(s) under the terms of its contract(s) as a result of such failure to curtail 
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or interrupt, or $30.00 per dk of gas used in excess of the volume of gas to 
which customer was requested to curtail or interrupt, whichever amount is 
greater. The Company, in its discretion, may shut off customer's supply of gas 
in the event of customer's failure to curtail or interrupt use of gas when 
requested to do so by the Company. 

6. NON-DELIVERED VOLUMESIPENALTY: 
a. In the event customer uses more gas than is being delivered to the 

Company's interconnection with the delivering pipeline(s) (receipt 
point), customer shall pay an amount equal to any penalty payments or 
overrun charges the Company is required to make to its 
interconnecting pipeline(s) under the terms of its contract(s) resulting 
from such action by customer. In the event that more than one 
customer is obtaining gas from the same shipper and/or agent at the 
same receipt point, any payment or overrun penalties the Company is 
required to make shall be allocated on a pro rata basis among such 
customers on the basis of each customer's use of gas in excess of 
available volumes. 

b. In the event the customer's gas is not being delivered to the receipt 
point for any reason and the customer continues to take gas, the 
customer shall be subject to any applicable penalties or charges set 
forth in Paragraph 6.a. Gas volumes supplied by Company will be 
billed at Firm General Service Rate 70 (distribution delivery charge and 
cost of gas). The Company is under no obligation to notify customer of 
non-delivered volumes. 

c. In the event customer's transportation volumes are not available for 
any reason, customer may take interruptible sales service if such 
service is available. The availability of interruptible sales service shall 
be determined at the sole discretion of the Company. 

7. ELECTION OF SERVICE - Prior to the initiation of service hereunder, the 
customer shall make an election of its requirements under each applicable rate 
schedule for the entire term of service. If mutually agreed to by the Company 
and customer, the term of service may be amended. Upon expiration of 
service, the customer may apply for and receive, at the sole discretion of the 
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Company, gas service under the appropriate sales rate schedule for the 
customer's operations. 

8. RECONNECTION FEE - Transportation customers who cease service and 
then resume service within the succeeding 12 months shall be subject to a 
reconnection charge as specified in Rate 100, sV.18. 

9. BALANCING: 
a. To the extent practicable, customer and Company agree to the daily 

balancing of volumes of gas received and delivered on a thermal basis. 
Such balancing is subject to the customer's request and the Company's 
discretion to vary scheduled receipts and deliveries within existing 
Company operating limitations. If, at the end of a billing month, the 
accumulated difference between actual gas deliveries to the customer 
and nominated (scheduled) receipts on behalf of such customer exceeds 
4% of that month's scheduled receipts, resulting in a negative imbalance 
(i.e., deliveries exceed scheduled receipts), the customer will be 
assessed a balancing charge, set forth herein, on the imbalance 
exceeding 4%. If such imbalance is not eliminated by the end of the next 
monthly billing period, the customer shall then be billed, in addition to the 
applicable transportation rate, a penalty for the under nominated volume 
exceeding 4% at the Firm General Gas Service Rate 70 (distribution 
delivery charge and cost of gas). The accumulated difference between 
the actual gas deliveries to the customer and nominated (scheduled) 
receipts on behalf of such customer will be adjusted for the volume on 
which a penalty was imposed. If, at the end of a billing month, the 
accumulated difference between nominated (scheduled) receipts on 
behalf of such customer and actual gas deliveries to the customer 
exceeds 4% of that month's scheduled receipts, resulting in a positive 
imbalance (i.e., scheduled receipts exceed deliveries), the customer will 
be assessed a balancing charge, set forth herein, on the imbalance 
exceeding 4%. If such imbalance is not eliminated by the end of the next 
monthly billing period, ( I )  the Company may adjust the volume of gas 
received on behalf of the customer so as to eliminate the prior period 
over nomination exceeding 4% up to 10% and (2) the Company shall 
retain the over nomination of gas exceeding 10% free and clear of any 
adverse claims relating thereto when such accumulated difference 
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exceeds 50 dk. The accumulated difference between the actual gas 
deliveries to the customer and nominated (scheduled) receipts on behalf 
of such customer will be adjusted for the volume retained. 

b. In the event customer's imbalance causes the Company to incur a 
balancing penalty from its interconnecting pipeline(s), customer shall pay 
any penalty payments or overrun charges the Company is required to 
make under the terms of its contract(s) with interconnecting pipeline(s) 
resulting from such action by customer. In the event that more than one 
customer is obtaining gas from the same shipper and/or agent at the 
same interconnection with a delivering pipeline, any payment or overrun 
penalties the Company is required to make shall be apportioned among 
such customers on the basis of each customer's contribution toward the 
imbalance. 

c. Customer's nominations made to clear imbalances will be subject to the 
priority of service and allocation of capacity provisions set forth in Rate 
100, sV.10, and the penalties for failure to curtail or interrupt use of gas 
set forth in Paragraph 5 of this rate schedule. 

d. Termination of the gas transportation service shall not relieve Company 
and customer of the obligation to correct any quantity imbalances 
hereunder or customer of the obligation to pay money due hereunder to 
Company. 

e. The Company may waive any penalty associated with Company 
adjustments to end-use customer nominations in those instances where 
the Company, due to operating limitations, is required to adjust end-use 
transportation customer nominations and such Company adjustments 
create a penalty situation, or preclude a customer from correcting an 
imbalance which results in a penalty. 

10. NOMINATION VARIANCE CHARGE - The customer shall pay, any payments 
the Company must make to its interconnecting pipeline(s), as a result of 
nomination variance penalties caused by customer's nomination variances. 
Such penalties will be allocated on the basis of each customer's contribution 
toward the nomination variance. 
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11. METERING REQUIREMENTS Remote data acquisition equipment required 
by the Company for daily measurement will be purchased and installed by the 
Company prior to the initiation of service hereunder. The cost of the 
equipment and its installation shall be paid for by the customer. Such 
contribution in aid, as adjusted for federal income taxes, shall be paid prior to 
the installation of such equipment unless otherwise agreed to by the 
Company. Such equipment will be maintained by the Company and will 
remain the sole property of the Company. Company may remove such 
equipment when service hereunder is terminated. The customer shall provide 
and maintain, at no cost to Company, a 120 volt, 15 ampere, AC power supply 
or other power source acceptable to the Company and acceptable telephone 
service at customer's meter location(s). Customer agrees to provide and 
maintain, at no cost to the Company, any necessary telephone enhancements 
to assure Company of a quality telephone signal necessary to properly 
transmit data. The customer shall pay all charges for continuous electric and 
telephone service associated with the Company's connection of the remote 
data acquisition equipment, and any interruption in such services must be 
promptly remedied or service under this tariff will be suspended until 
satisfactory corrections have been made. 

12. DAILY NOMINATION REQUIREMENTS: 
a. Customer or customer's shipper and/or agent shall advise Company's 

gas nominations center, by 11 :30 a.m. Central Clock Time, of the dk 
requirements customer has requested to be delivered at each delivery 
point during the following day. Customer's daily nomination shall be its 
best estimate of the expected utilization for the gas day. Unless other 
arrangements are made, customer will be required to nominate for the 
non-business days involved prior to weekends and holidays. 

b. All nominations should include shipper and/or agent defined begin and 
end dates. Shippers and/or agents may nominate for periods longer 
than 1 day, provided the nomination begin and end dates are within the 
term of the service agreement. 

c. The Company has the sole right to refuse receipt of any volumes which 
exceed the maximum daily contract quantity and at no time shall the 
Company be required to accept quantities of gas for a customer in 
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excess of the quantities of gas to be delivered to customer. If total 
nominated receipts exceed total deliveries at receipt points where more 
than one customer is receiving service, nominations will be allocated on 
a pro rata basis. At no time shall Company have the responsibility to 
deliver gas in excess of customer's nomination. 

d. In the event that more than one customer is receiving gas from the same 
shipper and/or agent at the same receipt point, any reduction in 
nominated volumes will be allocated on a pro rata basis, unless 
Company and shipper(s) and/or agent(s) have agreed to a 
predetermined allocation procedure. 

WARRANTY - The customer, customer's agent, or customer's shipper 
warrants that it will have title to all gas it tenders or causes to be tendered to 
the Company, and such gas shall be free and clear of all liens and adverse 
claims and the customer, customer's agent, or customer's shipper shall 
indemnify the Company against all damages, costs, and expenses of any 
nature whatsoever arising from every claim against said gas. 

FACILITY EXTENSIONS - If facilities are required in order to furnish gas 
transportation service, and those facilities are in addition to the facilities 
required to furnish firm gas service, the customer shall pay for those additional 
facilities and their installation in accordance with the Company's applicable 
natural gas extension policy. Company may remove such facilities when 
service hereunder is terminated. 

PAYMENT - Billed amounts will be considered past due if not paid by the due 
date shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, sV.1 I, or any amendment or 
alterations thereto. 

BILLING ERROR - In the event an error is discovered in any bill that the 
Company renders to customer, such error shall be adjusted within a period not 
to exceed 6 months from the date the billing error is first discovered. 

AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. 
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18. RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
In all communities served, except those communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load 
will exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery 
point and whose use of natural gas will exceed 40,000 dk annually. The rates 
herein are applicable only to customer's interruptible load. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be billed at Firm General Gas Service Rate 
70. For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. The Company reserves the right to refuse the 
initiation of service under this rate schedule based on the availability of gas 
supply. 

This rate schedule shall not apply for service to U. S. Government installations, 
which are covered by separate special contracts. 

Rate: 
Basic Service Charge: 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

$150.00 per month 

$0.1 77 per dk 
$0.090 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V.11, or any amendments or alterations thereto. 
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Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

General Terms and Conditions: 
1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates. Customers taking service 
hereunder agree that the Company without prior notice shall have the right 
to curtail or interrupt such service whenever, in Company's sole judgment, 
it may be necessary to do so to protect the interest of its customers whose 
capacity requirements are otherwise and hereby given preference. The 
priority of service and allocation of capacity shall be accomplished in 
accordance with the provisions of Rate 100, sV.10. 

2. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer 
fails to curtail or interrupt their use of gas hereunder when requested to do 
so by the Company any gas taken shall be billed at the Firm General Gas 
Service Rate 70 (distribution delivery charge and cost of gas), plus either 
an amount equal to any penalty payment(s) or overrun charges the 
Company is required to make to its interconnecting pipeline(s) under the 
terms of its contract(s) as a result of such failure to curtail or interrupt, or 
$30.00 per dk of gas used in excess of the volume of gas to which 
customer was requested to curtail or interrupt, whichever amount is 
greater. The Company, in its discretion, may shut off customer's supply of 
gas in the event of customer's failure to curtail or interrupt use of gas when 
requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required 
to enter into an agreement for service hereunder. If mutually agreed to by 
the Company and customer, the term of service reflected in such 
agreement may be amended. Upon expiration of service, the customer 
may apply for and receive, at the sole discretion of the Company, gas 
service under another appropriate rate schedule for the customer's 
operations. 
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4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be required as specified in the service 
agreement to notify Company of an anticipated change in daily operations. 
Failure to comply with requirements specified in the service agreement 
may result in the assessment of penalties to the customer equal to the 
penalty amounts Company must pay to the interconnecting pipeline 
caused by customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment 
required for daily measurement will be installed by the Company, at its sole 
discretion, prior to the initiation of service hereunder. 

The customer shall be required to provide and maintain, at no cost to 
Company, a 120 volt, 15 ampere, AC power supply, or other power source 
acceptable to the Company, and acceptable telephone service available at 
customer's meter location(s). Customer agrees to provide and maintain, at 
no cost to the Company, any necessary telephone enhancements to 
assure company of a quality telephone signal necessary to properly 
transmit data. The customer shall pay all charges for continuous electric 
and telephone service associated with the Company's connection of the 
remote data acquisition equipment, and any interruption in such services 
must be promptly remedied or service under this tariff will be suspended 
until satisfactory corrections have been made. 

The Company reserves the right to charge for each service call to 
investigate, repair and/or reprogram the Company's remote data 
acquisition equipment when the service call is the result of a failure or 
change in communication or power source provided by customer or 
damage to Company's equipment. 

6. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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APPLICABILITY: 
This rate schedule represents a Distribution Delivery Stabilization Mechanism 
(DDSM) and specifies the procedure to be utilized to correct for the overlunder 
collection of distribution delivery charge revenues due to weather fluctuations 
during the period from October I through April 30. Service provided under the 
Company's Residential Rate 60 and Firm General Service Rate 70 shall be subject 
to decreases or increases under the DDSM. I 

DISTRIBUTION DELIVERY STABILIZATION MECHANISM: 
A DDSM will be determined for each customer taking service under Residential 
Service Rate 60 and Firm General Service Rate 70 beginning with the first billing 
cycle starting November 1 through the billing cycle ending May 1. The DDSM 
adjustment will be applied as a surcharge or credit on all rate schedules to which 
the DDSM is applicable. 

DDSM ADJUSTMENT CALCULATION: 
The DDSM Adjustment shall be determined for each customer taking service 
under Residential Rate 60 or Firm General Service Rate 70. In order to calculate 
the respective DDSM adjustment, the ratio of the normal HDDs as compared to 
the actual HDDs will be determined and multiplied by the temperature sensitive 
consumption per customer per HDD, as determined in the most recent general 
rate case. The resulting product shall be multiplied by the applicable Distribution 
Delivery Charge rate per dk. 

Where: 
DDSMi = Distribution Delivery Stabilization Adjustment 
i = Customer served under Rate Schedule 60 or 70 
Ri = Applicable Distribution Delivery Charge per dk 
DDFi = Temperature sensitive use per customer 
NDD = Normal degree days for the applicable bill cycle 
ADD = Actual heating degree days for the applicable bill cycle 
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DEFINITIONS: 
Heating Degree - The average of the daily high and low temperatures as 
Days reported by the National Weather Service station located at 

the Rapid City Regional Airport subtracted from 65 degrees 
Fahrenheit. 

Normal Degree - The heating degree days based on the 30-year average for 
Days the period 1970-2000. 

Temperature - Customer's actual use less the base use per customer per 
Sensitive day, denoted below, multiplied by days in the billing period. 
Use per Residential (Rate Code 600 and 601)=0.0630 DWDegree Day 
Customer Firm General (Rate Code 700) = 0.0929 DWDegree Day 

Firm General (Rate Code 701) = 1.2728 DklDegree Day 

Actual Degree - The actual degree days reported by the National Weather 
Days Service Stations located at the Rapid City Regional Airport. 
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I. Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) 
provision and specifies the procedure to be utilized to adjust the rates for gas 
sold under Montana-Dakota's rate schedules, with the exception of General 
Service Rate 66, in order to reflect: (a) changes in Montana-Dakota's average 
cost of gas supply and (b) amortization of the Unrecovered Purchased Gas 
Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the first day 

of each month, unless the Commissiori shall otherwise order. 

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of gas 
supply only when the amount of change in such PGA is at least 10 (ten) cents 
per dk compared to the currently effective adjustment. The adjustment to be 
effective May 1 shall be filed each year, regardless of the amount of the 
change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas supply 

as compared to the cost of gas supply approved in its most recent PGA. The 
cost of gas supply shall be the sum of all costs incurred in obtaining gas for 
general system supply. General system supply is defined as gas available for 
use by all customers served under retail sales rate schedules excluding Rate 
66. The cost of gas supply shall include, but not be limited to, all demand, 
commodity, storage, gathering, and transportation charges incurred by 
Montana-Dakota for such gas supply, the overall rate of return on prepaid 
demand and commodity charges and gas storage balances required to maintain 
the system gas supply and hedging program gains, losses and transaction 
costs related to system gas supply. 

(b) The PGA shall be computed as follows: 

(1) Demand costs shall include all annual gathering, transportation and 
storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation and 
storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas costs 
estimated to be in effect for the month the PGA will be in effect and 
annual dk requirements. 

(4) The return on prepaid demand and commodity balances and storage 
balances shall be computed on an annual basis at the overall rate of 
return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, weather 
normalized dk deliveries for the most recent twelve month period adjusted to reflect 
losses. 

(c) Monthly gas costs shall be calculated as follows: 

(1) Demand costs shall be apportioned to all state jurisdictions served by 
Montana-Dakota on the basis of the overall ratio of each state's Maximum 
Daily Delivery Quantity (MDDQ). 

(2) Demand costs for large interruptible sales customers shall be stated on a 
100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition of 
gas for general system supply shall be apportioned to each state on the 
basis of total dks sold in each state, regardless of the actual points of 
delivery of such gas. 

(4) The return requirement related to prepaid demand and commodity 
charges and gas storage balances shall be included on a per dk basis. 
The prepaid demand and storage balances shall be apportioned to all 
states on the basis of each state's MDDQ. The prepaid commodity 
charges shall be apportioned to all states on the basis of annual dks sold 
in each state. The unit cost shall be calculated using a thirteen month 
average balance and the currently authorized return on rate base. 
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(5) All costs related to specific end-use transactions shall not be included in 
the cost of gas supply determination but shall be directly billed to the 
customer(s) contracting for such service. 

(d) The PGA shall be applied to each of Montana-Dakota's rate schedules 
excluding Rate 66, recognizing differences among customer classes consistent 
with the cost of gas supply included in the applicable class sales rate. 

4. Surcharge Adjustment: 
All sales rate schedules shall be subject to a Surcharge Adjustment to be 
effective on May I of each year. The Surcharge Adjustment per dk sold shall 
reflect amortization of the applicable balance in the Unrecovered Purchased 
Gas Cost Account calculated by dividing the applicable balance by the 
estimated dk sales for the twelve months following the effective date of the 
adjustment. 

5. Unrecovered Purchase Gas Account: 
(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as 

calculated in accordance with Subsection 5(b) are: 

Charges for gas supply which Montana-Dakota is unable to reflect in a 
Purchased Gas Cost Adjustment by reason of the ten cent minimum 
limitation set forth in Subsection 2(b). 

Amounts of increasedldecreased charges for gas supplies which were 
paid during any period after the effective date of the most recent general 
rate case, but not yet included in sales rates. 

Refunds received from supplier(s) with respect to gas supply. Such 
refunds received shall be credited to the Unrecovered Purchased Gas 
Cost Account. 

Carrying charges or credits as determined in Section 5(b)(2). 

Demand costs recovered from the large interruptible sales customers will 
be credited to the residential, firm general service and small interruptible 
customers. 
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(b) (1) The amount to be included in the Unrecovered Purchased Gas Cost 
Account in order to reflect the items specified in Subsections 5(a)(l), (2), 
and (3) shall be calculated as follows: 

(i) Montana-Dakota shall first determine each month the unit cost for 
that month's natural gas supply as adjusted to levelize demand 
charges. 

Such adjustment to levelize supplier(s) demand charges shall be 
calculated as follows: 

The suppliers' annual (calendar or fiscal) demand charges, which 
are payable in equal monthly payments, shall be accumulated in a 
prepaid account (FERC Account 165). Each month a portion of 
such accumulated prepaid amount shall be amortized to cost of 
natural gas purchased (FERC Account 804). Such monthly 
amortization shall be based on a rate calculated by dividing the 
annual supplier(s) demand charges by projected annual natural 
gas sales units (calendar or fiscal, as appropriate). The resulting 
product shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute the 
monthly amortization of prepaid supplier(s) demand charges to 
cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each month's unit cost 
the unit cost for gas supply which is reflected in the currently effec- 
tive PGA. 

(iii) The resulting difference (which may be positive or negative) shall 
be multiplied by the dks sold during that month under each rate 
schedule. The resulting amounts shall be reflected in an 
Unrecovered Purchased Gas Cost Account for each rate schedule. 
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(2) Montana-Dakota will calculate carrying charges on the amounts in the 
Unrecovered Purchased Gas Cost Account, Account 191, at the rate of 
interest for a three-month Treasury Bill as published monthly by the 
Federal Reserve Board for the preceding month. The amount to be 
included in Account 191 for carrying charges shall be determined as 
follows: each month, Account 191 shall be debited (if the balance in 
said account is a debit balance) and shall be credited (if the balance in 
said account is a credit balance) for a carrying charge, which shall be 
the product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the immediately 
preceding month, exclusive of carrying charges accrued pursuant 
to this Subsection (b)(2) and net of the related deferred tax 
amounts in Accounts 283 or 190, as appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in a 
supplementary Unrecovered Purchased Gas Cost Account for 
each rate schedule, and carrying charges shall not be computed 
on the amounts in such supplementary account. 

Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

(1) The amounts in the Unrecovered Purchased Gas Cost Account shall be 
decreased each month by an amount determined by multiplying the 
currently effective surcharge adjustment included in rates for that month 
(as calculated in Section 4) by the dks sold during that month under 
each rate schedule excluding Rate 66. The account shall be increased 
in the event the adjustment is a negative amount. 

(2) The amount amortized each month shall be applied pro rata between the 
amounts in the Unrecovered Purchased Gas Cost Account specified in 
Subsections 5(a)(l), (2), (3) and (5) and the amounts in the 
supplementary Unrecovered Purchased Gas Cost Account specified in 
Subsection 5(a)(4). 
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6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting currently 
effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly show 
the derivation of the relevant amounts. 
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I. Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) provision 
and specifies the procedure to be utilized to adjust the rates for gas sold under 
General Services Rate 66 in order to reflect: (a) changes in Montana-Dakota's 
average cost of gas supply and (b) amortization of the Unrecovered Purchased 
Gas Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the 

first day of each month, unless the Commission shall otherwise order. 

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of 
gas supply only when the amount of such change in PGA is at least 10 
(ten) cents per dk compared to the currently effective adjustment. The 
adjustment to be effective May 1 shall be filed each year, regardless of 
the amount of the change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas 

supply for the East River System as compared to the cost of gas supply 
approved in its most recent PGA. The cost of gas supply shall be the sum 
of all costs incurred in obtaining gas for delivery at interconnections with 
South Dakota Intrastate Pipeline (SDIP). The East River System supply is 
defined as gas available for use by all customers served under General 
Services Rate 66. The cost of gas supply shall include, but not be limited 
to, all demand, commodity, storage, gathering, and transportation charges 
incurred by Montana-Dakota for such gas supply, the overall rate of return 
on prepaid demand and commodity charges and gas storage balances 
required to maintain the East River System gas supply and hedging 
program gains, losses and transaction costs related to the East River 
System gas supply. 

(b) The PGA shall be computed as follows: 

(1) Demand Costs, if applicable, shall include all annual gathering, 
transportation and storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation 
and storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas 
costs estimated to be in effect for the month the PGA will be in 
effect and annual dk requirements. 

(4) The return on prepaid demand and commodity balances and 
storage balances, if applicable, shall be computed on an annual 
basis at the overall rate of return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, 
weather normalized dk deliveries for the most recent twelve-month period 
adjusted to reflect losses. 

(c) Monthly gas costs shall be calculated as follows: 
(1) Demand costs if applicable, shall be apportioned to all state 

jurisdictions served by Montana-Dakota on the basis of the overall 
ration of each state's Maximum Daily Delivery Quantity (MDDQ). 

(2) Demand costs for interruptible and specified contract service 
customers shall be stated on a 100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition 
of gas for the East River System Supply. 

(4) The return requirement related to prepaid demand and commodity 
charges and gas storage balances, if applicable, shall be included 
on a per dk basis. The prepaid demand and storage balances shall 
be apportioned to all states on the basis of each state's MDDQ. 
The prepaid commodity charges shall be apportioned to all states 
on the basis of annual dk's sold in each state. The unit cost shall 
be calculated using a thirteen month average balance and the 
currently authorized return on rate base. 
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(5) All costs related to specific end-use transactions shall not be 
included in the cost of gas supply determination but shall be directly 
billed to the customer(s) contracting for such service. 

(d) The PGA shall be applied to General Services Rate 66, if applicable, 
recognizing differences among customer classes consistent with the cost 
of gas supply included in the applicable class sales rate. 

4. Surcharge Adjustment: 
General Services Rate 66 shall be subject to a Surcharge Adjustment to 
be effective on May I of each year. The Surcharge Adjustment per dk 
sold shall reflect amortization of the applicable balance in the 
Unrecovered Purchased Gas Cost Account calculated by dividing the 
applicable balance'by the estimated General Services Rate 66 dk sales 
for the twelve months following the effective date of the adjustment. 

5. Unrecovered Purchased Gas Cost Account: 
(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as 

calculated in accordance with Subsection 5(b) are: 

( 1  Charges for gas supply which Montana-Dakota is unable to reflect 
in a Purchased Gas Cost Adjustment by reason of the ten cent 
minimum limitation set forth in Subsection 2(b). 

(2) Amounts of increasedldecreased charges for gas supplies which 
were paid during any period after the effective date of the most 
recent general rate case, but not yet included in the East River 
System sales rates. 

(3) Refunds received from supplier(s) with respect to gas supply. Such 
refunds received shall be credited to the Unrecovered Purchased 
Gas Cost Account. 

(4) Carrying charges or credits as determined in Section 5(b)(2). 
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(b) (1) The amount to be included in the Unrecovered Purchased Gas 
Cost Account in order to reflect the items specified in Subsections 
5(a)(l), (2), and (3) shall be calculated as follows: 

(i) Montana-Dakota shall first determine each month the unit 
cost for that month's natural gas supply as adjusted to 
levelize demand charges, if applicable. Such adjustment to 
levelize supplier(s) demand charges shall be calculated as 
follows: 

The suppliers' annual (calendar or fiscal) demand charges, 
which are payable in equal monthly payments, shall be 
accumulated in a prepaid account (FERC Account 165). 
Each month a portion of such accumulated prepaid amount 
shall be amortized to cost of natural gas purchased (FERC 
Account 804). 

Such monthly amortization shall be based on a rate 
calculated by dividing the annual supplier(s) demand 
charges by projected annual natural gas sales units 
(calendar or fiscal, as appropriate). The resulting product 
shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute 
the monthly amortization of prepaid supplier(s) demand 
charges to cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each month's unit 
cost the unit cost for gas supply which is reflected in the 
currently effective PGA. 
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(iii) The resulting difference (which may be positive or negative) 
shall be multiplied by the dks sold during that month under 
General Services Rate 66. The resulting amounts shall be 
reflected in an Unrecovered Purchased Gas Cost Account 
for each rate schedule. 

(2) Montana-Dakota will calculate carrying charges on the amounts in 
the Unrecovered Purchased Gas Cost Account, Account 191, at the 
rate of interest for a three-month Treasury Bill as published monthly 
by the Federal Reserve Board for the preceding month. The 
amount to be included in Account 191 for carrying charges shall be 
determined as follows: each month, Account 191 shall be debited 
(if the balance in said account is a debit balance) and shall be 
credited (if the balance in said account is a credit balance) for a 
carrying charge, which shall be the product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the 
immediately preceding month, exclusive of carrying charges 
accrued pursuant to this Subsection (b)(2) and net of the 
related deferred tax amounts in Accounts 283 or 190, as 
appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in 
a supplementary Unrecovered Purchased Gas Cost 
Account for each rate schedule, and carrying charges shall 
not be computed on the amounts in such supplementary 
account. 

(c) Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

(1) The amounts in the Unrecovered Purchased Gas Cost Account 
shall be decreased each month by an amount determined by 
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multiplying the currently effective surcharge adjustment included in 
rates for that month (as calculated in Section 4) by the dks sold 
during that month under General Services Rate 66. The account 
shall be increased in the event the adjustment is a negative 
amount. 

(2) The amount amortized each month shall be applied pro rata 
between the amounts in the Unrecovered Purchased Gas Cost 
Account specified in Subsections 5(a)(l), (2), (3) and the amounts 
in the supplementary Unrecovered Purchased Gas Cost Account 
specified in Subsection 5(a)(4). 

6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting 
currently effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly 
show the derivation of the relevant amounts. 
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Name and Location 
of Customer 

Morris, Inc. 

Merillat Corporation 

Execution 
and 

Type or Class Expiration 
of Service Dates 

Firm 05-1 0-0 1 
Commercial To 

11-16-11 

Firm 05-04 -98 
Commercial To 

10-31 -03 

Most Comparable 
Regular Tariff 

Schedule Contract 
No. Differences 

Rate 66 Rate 

Rate 70 Rate 
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PURPOSE: 
These rules are intended to define good practice which can normally be expected, 
but are not intended to exclude other accepted standards and practices not 
covered herein. They are intended to ensure adequate service to the public and 
protect the Company from unreasonable demands. 

The Company undertakes to furnish service subject to the rules and regulations of 
the Public Utilities Commission of South Dakota and as supplemented by these 
general provisions, as now in effect or as may hereafter be lawfully established, 
and in accepting service from the Company, each customer agrees to comply with 
and be bound by said rules and regulations and the applicable rate schedules. 

DEFINITIONS: 
The following terms used in this tariff shall have the following meanings, unless 
otherwise indicated: 

AGENT - The party authorized by the transportation service customer to act on 
that customer's behalf. 

APPLICANT - A  customer requesting Company to provide service. 

COMMISSION - Public Utilities Commission of the State of South Dakota. 

COMPANY - Montana-Dakota Utilities Co. 

COMPANY'S OPERATING CONVENIENCE - The utilization, under certain circum- 
stances, of facilities or practices not ordinarily employed which contribute to the 
overall efficiency of Company's operations. This does not refer to the customer's 
convenience nor to the use of facilities or adoption of practices required to comply 
with applicable laws, ordinances, rules or regulations, or similar requirements of 
public authorities. 

CURTAILMENT - A reduction of transportation or retail natural gas service 
deemed necessary by the Company. Also includes any reduction of transportation 
natural gas service deemed necessary by the pipeline. 
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CUSTOMER - Any individual, partnership, corporation, firm, other organization or 
government agency supplied with service by Company at one location and at one 
point of delivery unless otherwise expressly provided in these rules or in a rate 
schedule. 

DELIVERY POINT -The point at which customer assumes custody of the gas 
being transported. This point will normally be at the outlet of Company's meter(s) 
located on customer's premises. 

GAS DAY - Means a period of twenty-four consecutive hours, beginning and 
ending at 9:00 A.M. Central Clock Time. 

HOUSEHOLD - A  family or a group of people who live together 

INDEBTED HOUSEHOLD - A  group of people living together among whom there 
is one who is indebted to a gas utility for service provided previously to the 
residence for which service is now sought. 

INTERRUPTION - A  cessation of transportation or retail natural gas service 
deemed necessary by Company. 

NOMINATION - The daily dk volume of natural gas requested by customer for 
transportation and delivery to customer at the delivery point during a gas day. 

PIPELINE - The transmission company(s) delivering natural gas into company's 
system. 

RATE - Shall mean and include every compensation, charge, fare, toll, rental and 
classification, or any of them, demanded, observed, charged or collected by the 
Company for any service, product, or commodity, offered by the Company to the 
public, and any rules, regulations, practices or contracts affecting any such 
compensation, charge, fare, toll, rental or classification. 

RECEIPT POINT -The intertie between Company and the interconnecting 
pipeline(s) at which point Company assumes custody of the gas being transported. 

SHIPPER - The party with whom the Pipeline has entered into a service 
agreement for transportation services. 
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Ill. CUSTOMER OBLIGATIONS: 
1. APPLICATION FOR SERVICE - A  customer desiring gas service must make 

application to the Company before commencing the use of the Company's 
service. The Company reserves the right to require a signed application or 
written contract for service to be furnished. All applications and contracts for 
service must be made in the legal name of the customer desiring the service. 
The Company may refuse a customer or terminate service to a customer who 
fails or refuses to furnish reasonable information requested by the Company 
for the establishment of a service account. Any customer who uses gas ser- 
vice in the absence of application or contract shall be subject to the 
Company's rates, rules, and regulations and shall be responsible for payment 
of all service used. 

Subject to rates, rules, and regulations, the Company will continue to supply 
gas service until notified by customer to discontinue the service. The 
customer will be responsible for payment of all service furnished through the 
date of discontinuance. 

Any customer may be asked to make a deposit as required. 

INPUT RATING -All new customers whose consumption of gas for any 
purpose will exceed an input of 2,500,000 Btu per hour, metered at a single 
delivery point, shall consult with the Company and furnish details of estimated 
hourly input rates for all gas utilization equipment. Where system design 
capacity permits, such customers may be served on a firm basis. Where 
system design capacity is limited, and at Company's sole discretion, Company 
will serve all such new customers on an interruptible basis only. Architects, 
contractors, heating engineers and installers, and all others should consult 
with the Company before proceeding to design, erect or redesign such 
installations for the use of natural gas. This will insure that such equipment 
will conform to the Company's ability to adequately serve such installations 
with gas. 
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3. ACCESS TO CUSTOMER'S PREMISES - Company representatives, when 
properly identified, shall have access to customer's premises at all reasonable 
times for the purpose of reading meters, making repairs, making inspections, 
removing the Company's property, or for any other purpose incidental to the 
service. 

4. COMPANY PROPERTY -The customers shall exercise reasonable diligence 
in protecting the Company's property on their premises, and shall be liable to 
the Company in case of loss or damage caused by their negligence or that of 
their employees. 

5. INTERFERENCE WITH COMPANY PROPERTY -The customer shall not 
disconnect, change connections, make connections or otherwise interfere with 
Company's meters or other property or permit same to be done by other than 
the Company's authorized employees or representatives. 

6. RELOCATED LINES -Where Company facilities are located on a public or 
private utility easement and customer erects or installs a building, over gas 
facilities (Company-owned main, Company-owned service line or customer- 
owned service line) the customer shall be charged for line relocation on the 
basis of actual costs incurred by the Company including any required 
easements. 

7. NOTIFICATION OF LEAKS -The customer shall immediately notify the 
Company at its office of any escape of gas in or about the customer's 
premises. 

8. TERMINATION OF GAS SERVICE -All customers are required to notify the 
Company, to prevent their liability for service used by succeeding tenants, when 
vacating their premises. Upon receipt of such notice, the Company will read 
the meter and further liability for service used on the part of the vacating 
customer will cease. 

9. REPORTING REQUIREMENTS - Customer shall furnish Company all informa- 
tion as may be required or appropriate to comply with reporting requirements of 
duly constituted authorities having jurisdiction over the matter herein. 
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IV. LIABILITY: 
1. CONTINUITY OF SERVICE - The'Company will use all reasonable care to 

provide continuous service but does not assume responsibility for a regular 
and uninterrupted supply of gas service and will not be liable for any loss, 
injury, death, or damage resulting from the use of service, or arising from or 
caused by the interruption or curtailment of the same. 

2. CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in 
any other way does the Company give any warranty, express or implied, as to 
the adequacy, safety or other characteristics of any structures, equipment, 
lines, appliances or devices owned, installed or maintained by the customer or 
leased by the customer from third parties. 

3. COMPANY EQUIPMENT AND USE OF SERVICE -The Company will not be 
liable for any loss, injury, death or damage resulting in any way from the 
supply or use of gas or from the presence or operation of the Company's 
structures, equipment, lines, appliances or devices on the customer's 
premises, except loss, injuries, death, or damages resulting from the 
negligence of the Company. 

4. INDEMNIFICATION - Customer agrees to indemnify and hold Company 
harmless from any and all injury, death, loss or damage resulting from 
customer's negligent or wrongful acts under and during the term of service. 
Company agrees to indemnify and hold customer harmless from any and all 
injury, death, loss or damage resulting from Company's negligent or wrongful 
acts under and during the term of service. 

5. FORCE MAJEURE - In the event of either party being rendered wholly or in 
part by force majeure unable to carry out its obligations, then the obligations of 
the parties hereto, so far as they are affected by such force majeure, shall be 
suspended during the continuance of any inability so caused. Such causes or 
contingencies affecting the performance by either party, however, shall not 
relieve it of liability in the event of its concurring negligence or in the event of 
its failure to use due diligence to remedy the situation and remove the cause in 
an adequate manner and with all reasonable dispatch, nor shall such causes 
or contingencies affecting the performance relieve either party from its 
obligations to make payments of amounts then due hereunder, nor shall such 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 1.7 

GENERAL PROVISIONS Rate 100 

Page 8 of 20 

causes or contingencies relieve either party of liability unless such party shall 
give notice and full particulars of the same in writing or by telephone to the 
other party as soon as possible after the occurrence relied on. If volumes of 
customer's gas are destroyed while in Company's possession by an event of 
force majeure, the obligations of the parties shall terminate with respect to the 
volumes lost. 

The term "force majeure" as employed herein shall include, but shall not be 
limited to, acts of God, strikes, lockouts or other industrial disturbances, failure 
to perform by any third party, which performance is necessary to the 
performance by either customer or Company, acts of the public enemy or 
terrorists, wars, blockades, insurrections, riots, epidemics, landslides, 
lightning, earthquakes, fires, storms, floods, washouts, arrest and restraint of 
rulers and peoples, civil disturbances, explosions, breakage or accident to 
machinery or lines of pipe, line freeze-ups, sudden partial or sudden entire 
failure of gas supply, failure to obtain materials and supplies due to 
governmental regulations, and causes of like or similar kind, whether herein 
enumerated or not, and not within the control of the party claiming suspension, 
and which by the exercise of due diligence such party is unable to overcome; 
provided that the exercise of due diligence shall not require settlement of labor 
disputes against the better judgment of the party having the dispute. 

The term "force majeure" as employed herein shall also include, but shall not 
be limited to, inability to obtain or acquire, at reasonable cost, grants, 
servitudes, rights-of-way, permits, licenses, or any other authorizations from 
third parties or agencies (private or governmental) or inability to obtain or 
acquire at reasonable cost necessary materials or supplies to construct, 
maintain, and operate any facilities required for the performance of any 
obligations under this agreement, when any such inability directly or indirectly 
contributes to or results in either party's inability to perform its obligations. 
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V. GENERAL TERMS AND CONDITIONS: 
1. AGREEMENT - Upon request of the Company, customer may be required to 

enter into an agreement for any service. 

RATE OPTIONS -Where more than one rate schedule is available for the 
same class of service, the Company will assist the customer in selecting the 
applicable rate schedule(s). The Company is not required to change a 
customer from one rate schedule to another more often than once in twelve 
months unless there is a material change in the customer's load which alters 
the availability and/or applicability of such rate(s), or unless a change 
becomes necessary as a result of an order issued by the Commission or a 
court having jurisdiction. The Company will not be required to make any 
change in a fixed term contract except as provided therein. 

3. RULES FOR APPLICATION OF GAS SERVICE: 
a. Residential gas service is available to any residential customer for 

domestic purposes only. Residential gas service is defined as service for 
general domestic household purposes in space occupied as living 
quarters, designed for occupancy by one family. Typical service would 
include the following: separately metered units, such as single private 
residences, single apartments, mobile homes and sorority and fraternity 
houses (this is not an all-inclusive list). In addition, auxiliary buildings on 
the same premise as the living quarters, used for residential purposes, or 
for the producing operations of a farm or ranch, may be served on the 
residential rate. 

b. Nonresidential service is defined as service provided to a business 
enterprise in space occupied and operated for nonresidential purposes. 
Typical service would include stores, offices, shops, restaurants, boarding 
houses, hotels, service garages, wholesale houses, filling stations, barber 
shops, beauty parlors, master metered apartment houses, common areas 
of shopping malls or apartments (such as halls or basements), churches, 
elevators, schools and facilities located away from the home site (this is 
not an all-inclusive list). 
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c. The definitions above are based upon the supply of service to an entire 
premise through a single delivery and metering point. Separate supply for 
the same customer at other points of consumption may be separately 
metered and billed. 

d. If separate metering is not practical for a single unit (one premise) that is 
using gas for both domestic purposes and for conducting business (or for 
nonresidential purposes as defined herein), the customer will be billed 
under the predominate use policy. Under this policy, the customer's 
combined service is billed under the rate (Residential or Nonresidential) 
applicable to the type of service which constitutes 50% or more of the 
customer's total connected load. 

e. Other classes of service furnished by the Company shall be defined in 
applicable rate schedules or in rules and regulations pertaining thereto. 
Service to customers for which no specific rate schedule is applicable shall 
be billed on the Nonresidential rates. 

4. DISPATCHING - Transportation customers will adhere to gas dispatching 
policies and procedures established by Company to facilitate transportation 
service. Company will inform customer of any changes in dispatching policies 
that may affect transportation services as they occur. 

5. RULES COVERING GAS SERVICE TO MANUFACTURED HOMES -The 
rules and regulation for providing gas service to manufactured homes are in 
accordance with the Code of Federal Regulations (24CFR Part 3280 - 
Manufactured Home Construction and Safety Standards) Subpart G and H 
which pertain to gas piping and appliance installation. In addition to the above 
rules, the Company also follows the regulations set forth in the NFPA 501A, 
Fire Safety Criteria for Manufactured Home Installations, Sites, and 
Communities. This information is available at Montana-Dakota Utilities Co.'s 
offices. 

6. CONSUMER DEPOSITS -The Company will determine whether or not a 
deposit shall be required of an applicant for gas service in accordance with 
commission rules. 
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a. The amount of such deposit shall not exceed one-sixth of the estimated 
annual bill. If a customer has no deposit or one which is inadequate in 
comparison with his recent bills for service the Company may collect an 
additional amount in order to bring the total deposit up to the foregoing 
standard. Should a customer be unable to pay the full amount of the 
deposit, the Company shall accept payment of the deposit in reasonable 
installments not to exceed four months. 

b. The Company may accept in lieu of a cash deposit a contract signed by a 
guarantor, satisfactory to the Company, whereby the payment of a 
specified sum not to exceed the required cash deposit is guaranteed. The 
term of such contract shall automatically terminate after the customer has 
established credit that would result in return of a deposit or at the 
guarantor's request upon sixty days written notice to the Company. 
However, no agreement shall be terminated without the customer having 
made satisfactory settlement for any balance which the customer owes the 
Company. Upon termination of a guarantee contract a new contract or a 
cash deposit may be required by the Company. 

c. The customer may in lieu of a deposit be placed on an early payment list 
whereby customer shall pay the service bill within a minimum of five 
working days. However for early payment, early disconnection shall be 
proper when a customer fails to pay the service bill within a minimum of 
five working days. 

A deposit shall earn interest at the rate of 7% per year for such period as 
the customer receives service, Interest shall be credited to the customer's 
account annually during the month of December. 

Deposits with interest shall be refunded to customers at termination 
provided all billings for service have been paid. Deposits with interest will 
be refunded to all active customers, after the deposit has been held for 
twelve months, provided satisfactory credit has been established. 
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7. METERING AND MEASUREMENT: 
a. Company will meter the volume of natural gas delivered to customer at the 

delivery point. Such meter measurement will be conclusive upon both 
parties unless such meter is found to be inaccurate, in which case the 
quantity supplied to customer shall be determined by as correct an 
estimate as it is possible to make, taking into consideration the time of 
year, the schedule of customer's operations and other pertinent facts. 
Company will test meters in accordance with applicable state utility rules 
and regulations. 

b. Transportation customers agree to provide the cost of the installation of 
remote data acquisition equipment to Company before transportation 
service is implemented. 

8. MEASUREMENT UNIT FOR BILLING PURPOSES -The measurement unit 
for billing purposes shall be one (1) decatherm (dk), unless otherwise 
specified. Billing will be calculated to the nearest one-tenth (1110) dk. One dk 
equals 10 therms or 1,000,000 Btu's. Dk's shall be calculated by the 
application of a thermal factor to the volumes metered. This thermal factor 
consists of: 

a. An altitude adjustment factor used to convert metered volumes at local 
sales base pressure to a standard pressure base of 14.73 psia, and 

b. A Btu adjustment factor used to reflect the heating value of the gas 
delivered. 
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9. UNIT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose of 
measurement shall be one (1) cubic foot of gas at either local sales base 
pressure or 14.73 psia, as appropriate, and at a temperature base of sixty de- 
grees Fahrenheit (60" F). All measurement of natural gas by orifice meter 
shall be reduced to this standard by computation methods, in accordance with 
procedures contained in ANSI-API Standard 2530, First Edition, as amended. 
Where natural gas is measured with positive displacement or turbine meters, 
correction to local sales base pressure shall be made for actual pressure and 
temperature with factors calculated from Boyle's and Charles' Laws. Where 
gas is delivered at 20 psig or more, the deviation of the natural gas from 
Boyle's Law shall be determined by application of Supercompressibilitv Factors 
for Natural Gas published by the American Gas Association, Inc., copyright 
1955, as amended or superseded. Where gas is measured with electronic 
correcting instruments at pressures greater than local sales base, 
supercompressibility will be calculated in the corrector using AGA-3INX-19, as 
amended, supercompressiblity calculation. Supercompressibility factor 
adjustments will be waived on monthly billed volumes of 250 dk or less. 

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of 
Service from Highest to Lowest: 
a. Priority 1 - Firm sales service. 
b. Priority 2 - Small interruptible sales and small interruptible 

transportation services at the maximum rate on a pro rata basis. 
c. Priority 3 - Large interruptible sales and large interruptible 

transportation services at the maximum rate on a pro rata basis. 
d. Priority 4 - Small interruptible sales and small interruptible 

transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

e. Priority 5 - Large interruptible sales and large interruptible 
transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

f .  Priority 6 - Gas scheduled to clear imbalances. 
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Montana-Dakota shall have the right, in its sole discretion, to deviate from 
the above schedule when necessary for system operational reasons and if 
following the above schedule would cause an interruption in service to a 
customer who is not contributing to an operational problem on 
Montana-Dakota's system. 

Montana-Dakota reserves the right to provide service to customers with a 
lower priority while service to higher priority customers is being curtailed 
due to restrictions at a given delivery or receipt point. When such 
restrictions are eliminated, Montana-Dakota will reinstate sales and/or 
transportation of gas according to each customer's original priority. 

LATE PAYMENT - Amounts billed will be considered past due if not paid 
by the due date shown on the bill. An amount equal to 1 % per month will 
be applied to any unpaid balance existing at the immediate subsequent 
billing date, provided however, that such amount shall not apply where a 
bill is in dispute or a formal complaint is being processed. All payments 
received will apply to the customer's account prior to calculating the late 
payment charge. Those payments applied shall satisfy the oldest portion 
of the bill first. 

12. RETURNED CHECK CHARGE - A  charge of $20.00 will be collected by 
the Company for each check charged back to the Company by a bank. 

13. TAX CLAUSE - In addition to the charges provided for in the gas tariffs of 
the Company, there shall be charged pro rata amounts which, on an 
annual basis, shall be sufficient to yield to the Company the full amount of 
any sales, use or excise taxes, whether they be denominated as license 
taxes, occupation taxes, business taxes, privilege taxes, or otherwise, 
levied against or imposed upon the Company by any municipality, political 
subdivision, or other entity, for the privilege of conducting its utility 
operations therein. 

The charges to be added to the customers' service bills under this clause 
shall be limited to the customers within the corporate limits of the 
municipality, political subdivision or other entity imposing the tax. 
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14. UTILITY CUSTOMER SERVICES: 
a. The following services will be performed at no charge regardless of the 

time of performance: 

1. Fire and explosions calls. 

2. Investigate hazardous condition on customer premises, such as 
gas leaks, odor complaints, combustible fumes. 

3. Maintenance or repair of Company-owned facilities on the 
customer's premises. 

b. The following service calls will be performed at no charge during the 
Company's normal business hours: 

1. Cut-ins and cut-outs. 

2. Lighting pilots, inspecting, and adjusting gas equipment in 
connection with establishing service when working cut-in orders. 

3. High bills or inadequate service complaints. 

4. Location of underground Company facilities and customer-owned 
gas service lines for contractors, builders, plumbers, etc. 

5. Service calls for routine cut-ins, when the order is received prior to 
12:OO P.M. on a regular work day will be considered as non- 
chargeable regardless if work is performed outside of normal 
working hours. 

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS 
HOURS - For service requested by customers after the Company's 
normal business hours, a charge will be made for labor at standard 
overtime service rates and material at retail prices. 

Customers requesting service after the Company's normal business hours 
will be informed of the after hour service rate and encouraged to have the 
service performed during normal business hours. 
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16. NOTICE TO DISCONTINUE GAS SERVICE - Customers desiring to 
have their gas service discontinued shall notify the Company during 
regular business hours, one business day before service is to be 
disconnected. Such notice shall be by letter, personal visit or telephone 
call to the Company's local business office, in communities in which an 
office is maintained. In other communities such notice shall be given to 
the Company's representative who services the community or to the 
nearest business office. Saturdays, Sundays and legal holidays are not 
considered business days. 

17. INSTALLING TEMPORARY METERING FACILITIES OR SERVICE - A  
customer requesting a temporary meter installation and service will be 
charged on the basis of direct costs incurred by the Company. 

18. RECONNECTION FEE FOR SEASONAL OR TEMPORARY 
CUSTOMERS - A customer who requests reconnection of service, at a 
location where same customer discontinued the same service during the 
preceding 12-month period will be charged the Basic Service Charge 
applicable during the period service was not being used or a minimum of 
$30.00 during normal business hours. The minimum will be based on 
standard overtime rates for reconnecting service after normal business 
hours. 

Transportation customers who cease service and then resume service 
within the succeeding 12 months shall be subject to a reconnection 
charge of $160.00 whenever reinstallation of the remote data acquisition 
equipment is necessary. 

19. DISCONNECTION OF SERVICE FOR NONPAYMENT OF BILLS -All 
amounts billed for service are due when rendered and will be considered 
delinquent if not paid by due date shown on the bill. If any customer shall 
become delinquent in the payment of amounts billed, such service may be 
discontinued by the Company under the applicable rules of the 
Commission. The Company may collect a fee of $25.00 before restoring 
gas service which has been disconnected for nonpayment of service bills 
during normal business hours. Standard overtime rates will apply for 
services performed after normal business hours. 
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20. DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN 
NONPAYMENT OF BILLS -The Company reserves the right to 
discontinue service for any of the following reasons: 

a. In the event of customer use of equipment in such a manner as to 
adversely affect the Company's equipment or service to others. 

b. In the event of tampering with the equipment furnished and owned 
by the Company. 

c. For violation of or noncompliance with the Company's rules on file 
with the Commission. 

d. For failure of the customer to fulfill the contractual obligations 
imposed as conditions of obtaining service. 

e. For refusal of reasonable access to property to the agent or 
employee of the Company for the purpose of inspecting the 
facilities or for testing, reading, maintaining or removing meters. 

The right to discontinue service for any of the above reasons may be 
exercised whenever and as often as such reasons may occur, and any 
delay on the part of the Company in exercising such rights, or omission of 
any action permissible hereunder, shall not be deemed a waiver of its 
rights to exercise same. 

Nothing in these regulations shall be construed to prevent discontinuing 
service without advance notice for reasons of safety, health, cooperation 
with civil authorities, or fraudulent use, tampering with or destroying 
Company facilities. 

The Company may collect a reconnect fee of $30.00 before restoring gas 
service which has been disconnected for the above causes. 
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20. UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is 
defined as any deliberate interference or tampering with a Company meter, 
pressure regulator, registration, connections, equipment, seals, valve, 
procedures or records resulting in a loss of revenue to the Company. 
Unauthorized service includes reconnection of service, that has been 
terminated, without the Company's consent. 

a. Types of unauthorized use of service includes, but is not limited to, 
tampering or unauthorized reconnection by the following methods: 

Bypass piping around meter. 
Bypass piping installed in place of meter. 
Meter reversed. 
Meter index disengaged or removed. 
Service or equipment tampered with or piping connected ahead of 
meter. 
Tampering with meter or pressure regulator that affects the 
accurate registration of gas usage. 
Gas being used after service has been discontinued by the 
Company. 
Gas being used after service has been discontinued by the 
Company as a result of a new customer turning gas on without the 
proper connect request. 

b. Any charges for damage to Company property will be billed to the 
customer. The customer may also be charged for: 

1 Time, material and transportation costs used in investigation or 
surveillance. 

2. Estimated charge for non-metered gas. 
3. On-premise time to correct situation. 
4. A minimum fee of $30.00 will apply. 

All such charges shall be at current standard or customary amounts 
being charged for similar services, equipment, facilities and labor by 
the Company. 
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c. Reconnection of Service: 
Customer service disconnected for any of the above reasons shall be 
reconnected after a customer has furnished satisfactory evidence of 
compliance with Company's rules and conditions of service, and paid 
any service charges which are due, including: 

1. All delinquent bills, if any; 
2. The amount of any Company revenue loss attributable to said 

unauthorized use of service; 
3. Expenses incurred by the Company in replacing or repairing the 

meter or other appliance, costs incurred in preparation of the bill, 
and costs outlined in paragraph b. above; 

4. Reconnection fee applicable; and 
5. A Cash deposit, the amount of which will not exceed the maximum 

amount determined in accordance with §V, paragraph 6 
CONSUMER DEPOSITS. 

22. GAS METER TEST BY CUSTOMER REQUEST -Any customer may 
request the Company to test its gas meter. The Company shall make the 
test as soon as possible after receipt of the request. If a request is made 
within one year after a previous request, the Company may require a 
deposit as follows: 

Meter Rating Deposit Amount 

Residential 
All 

Non-Residential 

425 CFH* or less 
426 CFH to I000 CFH 
Over 1000 CFH 

* Cubic feet per hour 

The deposit shall be refunded only if the meter is found to have an 
unacceptable error, as defined in the Commission's regulations. 
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In the case where a meter is replaced due to malfunction, a customer will 
be allowed one additional free meter test within 12 months, if requested 
by the customer. 

23. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS: 
Rate 102 - Residential Rate for Regular Employees 
Rate 1 19 - Interruptible Gas Service Extension Policy 
Rate 120 - Firm Gas Service Extension Policy 
Rate 124 - New Installation, Replacement, Relocation and Repair 

of Gas Service Lines 
Rate 134 - Rules and Policies for Implementing Master Metering 

Restrictions 
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The rate for residential gas service for regular employees of Montana-Dakota Utilities Co., 
MDU Resources Group, Inc., and all wholly-owned subsidiaries of MDU Resources 
Group, Inc., shall be computed at the applicable rate, and the amount reduced by 33 
113%. This is available only for residential use, in a single family unit, served by the 
Company to a regular employee who has been continuously employed at least six months 
and is the principal support of the household in which employee resides, or is the spouse 
of the principal support. 
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide 
interruptible sales or interruptible transportation service to customers, except for 
customers served on Rate 66, is as follows: 

1. Contribution 

a. Prior to construction, the customer shall contribute an amount equal to the total 
cost of construction including all gas main extensions, valves, tap setting and 
associated equipment, barricade, service line(s), regulators, meters (excluding 
remote data acquisition equipment), any required payments made by the 
Company to the transmission pipeline to accommodate the extensions, and 
other costs as adjusted for federal and state income taxes. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction or, 

ii. The customer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the total contribution required 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or written guarantee 
commitment, shall be effective for a five-year period commencing at the 
plant in service date, and is subject to approval and acceptance by the 
Company. If at the end of the original five-year term, a contribution 
requirement exists for the subject project, the surety or guarantor shall 
pay the Company for such contribution requirement, or 

iii. Customer, upon approval by Company, may finance the amount of the 
required contribution subject to the following conditions: 1) maximum 
contribution to be financed shall be determined by the Company at its sole 
discretion, 2) maximum term shall be five years, 3) interest will be 
charged at the Company's incremental weighted cost of capital. 
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c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may be 
made. 

d. Remote data acquisition equipment costs shall be subject to the terms and 
conditions specified in Transportation Service Rates 81 and 82. 

2. Refund 

a. If within the five-year period from the extension(s) in service date, the total of 
the customer's contribution and actual margin paid to the Company equals or 
exceeds the total present value of the revenue requirement associated with the 
extension, Company shall refund the amount exceeding the revenue 
requirement on the following basis: 

i. Annually, beginning at the 2nd anniversary of the extension(s) in service 
date, the Company will refund to the customer, the amount exceeding the 
total present value of the revenue requirement at a rate of 50% of the 
current year margin associated with the customer's actual throughput. 

ii. Customers who have posted a bond, letter of credit, or a written guarantee 
commitment will be notified of any reduction in surety or guarantee 
requirements based on the above calculation. 

iii. No refunds will be made for amounts less than $25.00. 

b, Interest will be calculated annually by the Company on any refund amounts and 
shall be equal to the average commercial paper interest rate (Al/PI), not to 
exceed 12 percent per annum. 

c. No refund shall be made by the Company after the five-year refund period has 
expired, and in no case shall the refund, excluding interest, exceed the amount 
of contribution made by the customer. 
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide firm 
sales or firm transportation service to customers is as follows: 

A. General Rules and Requlations Applicable to all Firm Service Extensions 

I. An extension will be constructed without a contribution if the estimated capital 
expenditure is cost justified as defined in paragraph A.3. 

2. The Company may require customer or developer cost participation if the 
estimated capital expenditure is not cost justified. 

3. The extension will be considered cost justified if the calculated maximum 
allowable investment equals or exceeds the estimated capital expenditure 
using the following formula: 

Maximum Allowable Investment= 

(Annual Basic Service Charqe + (Proiect Estimated 3rd Year Annual Dk x 
Distribution Delivery Charae))/Levelized Annual Revenue Requirement Factor 

4. Cost of the extension shall include, if applicable, the gas main extension(s), 
valves, tap setting and associated equipment, barricade, service line(s), any 
required payments made by the Company to the transmission pipeline 
company to accommodate the extension(s), and other costs excluding the 
distribution meter and regulator. 

The service line is that portion of the gas service extending from the main to 
the connection at the house regulator and/or meter. 

5. Where cost participation is required, such extension is subject to execution of 
the Company's standard agreement for extensions by the customer or the 
developer and Company. 

6. A refund will be made only when there is a reduction in the amount of 
contribution required within a five-year period from the extension(s) in service 
date. Interest will be calculated annually by the Company on any refund 
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amounts and shall be equal to the average commercial paper interest rate 
(AIIPI), not to exceed 12 percent per annum. 

No refund shall be made by Company after the five-year refund period and in 
no case shall the refund excluding interest, exceed the amount of the 
contribution. 

7. The Company reserves the right to charge customer the cost associated with 
providing service to customer if service is not initiated within 12 months of 
such installation. 

B. Customer Extensions 

Cost participation for extensions where customers will be immediately available for 
service is as follows: 

1. Contribution - 

a. When a contribution is required, the customer(s) shall pay the Company 
the portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

I. A one-time payment prior to construction, or 

ii. Payment of 25% of the contribution prior to construction and the 
balance in no more than twenty-four equal monthly installments. If 
customer discontinues service within the twenty-four month period, 
the balance will be due and payable upon discontinuance of 
service, or 

iii. Customer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the required contribution 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or written 
guarantee commitment, shall be effective for the original five-year 
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term and is subject to approval and acceptance by the Company. If 
at the end of the original five-year term, a contribution requirement 
exists in the subject project based on a recalculated maximum 
expenditure, the surety or guarantor shall reimburse the Company 
for such recalculated contribution requirement, or 

iv. Customer, upon approval by Company, may finance the amount of 
the required contribution subject to the following conditions: 1) 
maximum contribution to be financed shall be determined by the 
Company at its sole discretion, 2) maximum term shall be five 
years, 3) interest will be charged at the Company's incremental 
weighted cost of capital. 

c. Upon completion of construction, the contribution amount will be adjusted 
to reflect actual costs, and an additional charge may be levied or a refund 
may be made. 

d. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volume exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. 

e. The recalculated contribution requirement shall be collected from the new 
applicant(s). 

2. Refund - 

a. The Company will refund to the original contributor(s) the amount required 
to reduce their contribution to the recalculated contribution requirement. 
No refunds will be made for amounts less than $25.00. Customers who 
have posted a bond, letter of credit, or written guarantee commitment will 
be notified of any reduction in surety or guarantee requirements. 

b. No refunds will be made until the new applicants begin taking service from 
the Company. 
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c. If the addition of new customers will increase the contribution required from 
existing customer(s), the extension will be considered a new extension and 
treated separately. 

3. lncremental Expansion Surcharge - 

a. The Company, in its sole discretion, may offer an Incremental Expansion 
Surcharge (Surcharge) to groups of customers requesting service totaling 
10 or more when the total estimated cost would otherwise have been 
prohibitive under the Company's present rates and gas service extension 
policy. The contribution requirement to be collected under the Surcharge 
shall be the amount of the capital expenditure in excess of the Maximum 
Allowable Investment determined in accordance with paragraph A.3. 

i. A minimum up-front payment of $100.00 will be collected from each 
customer who signs an agreement to participate in the expansion. 

ii. For projects that are expected to be recovered within a 5-year period, 
the Surcharge shall be set at a fixed monthly charge of $5.00 per 
month plus $1.50 per dk. 

iii. For projects that are not expected to be recovered within a 5-year 
period, the Surcharge shall be set at a fixed monthly charge of $5.00 
per month plus a commodity charge designed to provide recovery of 
the contribution requirement. 

b. The Surcharge shall remain in effect until the net present value of the 
contribution requirement, calculated using a discount rate equal to the 
overall rate of return authorized in the last rate case, is collected. 

c. The Surcharge shall apply to all customers connecting to natural gas 
service within the expansion area until the contribution requirement is 
satisfied. 

d. The net present value of the Surcharge will be treated as a contribution-in- 
aid of construction for accounting purposes. 
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C. Developer Extensions 

Cost participation may be required for extensions such as a subdivision or mobile 
home court, in which a developer is installing roads, utilities, etc., before housing is 
built. 

1. Contribution - 

a. When a contribution is required, the developer shall pay the Company the 
portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction, or 

ii. Developer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the required contribution 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or a written 
guarantee commitment, shall be effective for the original five-year 
term and is subject to approval and acceptance by the Company. If 
at the end of the original five-year term, a contribution requirement 
exists in the subject project based on a recalculated maximum 
expenditure, the surety shall reimburse the Company for such 
recalculated contribution requirement, or 

iii. Developer, upon approval by Company, may finance the amount of 
the required contribution subject to the following conditions: 1) 
maximum contribution to be financed shall be determined by the 
Company at its sole discretion, 2) maximum term shall be five years, 
3) interest will be charged at the Company's incremental weighted 
cost of capital. 

c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may 
be made. 
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2. Refund - 

a. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volumes exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. Such recalculation shall 
be done annually based upon the anniversary of the extension(s) in service 
date. 

b. The Company will refund to the developer the amount required to reduce 
their contribution to the recalculated contribution requirement. No refunds 
will be made for amounts less than $25.00. Developers who have posted a 
bond, letter of credit, or written guarantee commitment will be notified of any 
reduction in surety or guarantee requirements. 

c. If the addition of new customer(s) will increase the contribution required 
from the developer, the extension will be considered a new extension and 
treated separately. 
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1. The Company will install, at its expense, a service line extending from the main to 
the connection at the premise regulator and/or meter for all customers connected 
on and after (effective date of tariff) and all replacement service lines installed on 
and after (effective date of tariff). The service line installed by the Company will 
remain the Company's property. 

2. A non-refundable contribution may be required for that portion of the service line 
cost not supported by the expected or actual connected load. The contribution 
requirement will be determined based on minimum footage allowances determined 
annually taking into account the maximum allowable investment defined in Rate 
120 and the statewide average installed per foot cost. The Company reserves the 
right to charge customer the total cost of the installed service line if service is not 
initiated within 12 months of such installation. 

3. The portion of the service line not cost justified shall be charged to the customer 
on the basis of direct costs to the Company. The Company may, at its option, 
calculate a statewide average cost per foot for such work based on its experience 
and may use such calculated amount for billing purposes. No minimum amount 
shall apply. 

4. Where service line location changes are required due to building encroachments 
(a building is being constructed or is already located over a service line, etc.) or 
due to a customer request to move a service line, the customer shall be charged 
on the basis of direct costs incurred by the Company. 

5. Whenever a service line is damaged by the customer or someone under the 
employ of the customer necessitating the service line to be either repaired or 
replaced in whole or in substantial part, such work shall be charged for on a direct 
cost basis. If the damage was caused by independent contractors, not in the 
employ of the customer, the charges shall be billed directly to such contractor. 

6. Service line changes necessary to increase the size and capacity of an existing 
service line because of increased demand shall be treated in accordance with 
paragraph 2 above. 
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Section 1. Definitions 

"Multiple occupancy building" shall mean any building which contains more than 
one residential or commercial unit. 

"New multiple occupancy building" shall mean any building for which the physical 
labor involved in the erection of such building started on or after June 13, 1980. 

"Existing multiple occupancy building" shall mean any building for which the 
physical labor involved in the erection of such building started before June 13, 
1980. 

"Mobile home court or trailer park" shall mean any such mobile home courts or 
trailer parks in which residence is predominantly either permanent or long term, 
and shall not include mobile home courts or trailer parks in which residency is 
highly transient, such as campgrounds for recreational vehicles or trailers used for 
recreation or vacations. 

"New mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced on or after June 
13, 1980. 

"Existing mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced before June 13, 
1980. 

"Master metered service" shall mean gas service provided to more than one 
residential or commercial unit through a single meter. 

"Individually metered service" shall mean gas service provided to one residential 
or commercial unit through a single meter which serves that unit only and no other 
unit. 

"Company" shall mean Montana-Dakota Utilities Co. 
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Section 2. Applicability 

Natural gas service to new multiple occupancy buildings and mobile home courts 
or trailer parks shall be provided as individually metered service only unless 
specifically exempted by one or more of the provisions contained in Section 3 
below. 

Section 3. Exceptions 

Residential multiple occupancy buildings consisting of no more than two units, one 
of which is owner occupied, may be served by one master meter. 

The following multiple occupancy buildings or facilities may be served by master 
meter: 

(i) Hospitals 
(ii) Nursing or convalescent homes 
(iii) Transient hotels or motels 
(iv) Dormitories 
(v) Campgrounds 
(vi) Residential facilities of a transient nature 

Existing multiple occupancy buildings (construction of which commenced before 
June 13, 1980) which are presently receiving master metered gas service may 
continue to be served on a master metered basis. 

Master metered gas service provided for central heating or cooling systems, 
central ventilating systems or for central hot water heating systems. 

Service to multiple occupancy buildings constructed, owned or operated with 
funds appropriated through the U.S. Department of Housing and Urban 
Development, or any other federal or state government agency, shall be served by 
individual meters. If such individual metering requirement is inconsistent with 
regulations promulgated by such department or agency, service on a master 
metered basis is allowed. 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 34.2 

RULES AND POLICIES FOR IMPLEMENTING MASTER 
METERING RESTRICTIONS Rate 134 

Page 3 of 4 

(0 Existing mobile home courts and trailer parks may continue to be 
served on a master metered basis, subject to Section 5 of this tariff. 

Section 4. Remodeling and Renovation 

Where there is an existing multiple occupancy building receiving master metered 
gas service which is substantially remodeled or renovated for continued use as a 
multiple occupancy building, for which the physical labor for remodeling or 
renovation is begun after June 13, 1980, gas service to the units after completion 
of the remodeling or renovation shall be on an individual metered basis, unless the 
owner of such building demonstrates to the South Dakota Public Utilities 
Commission that such conversion would be impractical, uneconomical or 
unfeasible, and the owner of such building provides the Company with evidence of 
the South Dakota Public Utilities Commission decision. 

Section 5. Owner or Operator Charqe for Gas Service 

(a) Gas service to an existing master metered multiple occupancy building, if not 
otherwise prohibited by this tariff, shall be provided only upon condition that 
charges for gas made by the owner or operator to each tenant or occupant shall 
be equal to each tenant's or occupant's pro rata share of the total amount charged 
to the owner or operator by the Company in proportion to the ratio of the total 
square foot floor area of the building. 

(b) Gas service to an existing master metered mobile home court or trailer park shall 
be provided only upon condition that charges for gas made by the owner or 
operator of such court or park to each tenant or occupant shall be equal to such 
tenant's or occupant's pro rata share of the total amount charged to the owner by 
the Company in proportion to the ratio of the square foot floor area of each 
tenant's or occupant's unit to the total square foot floor area of the mobile home 
court or trailer park. 
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Section 6. Variation 

Any variation from the above rules will only be made after the owner or operator 
provides evidence of South Dakota Public Utilities Commission approval of such 
variation. 

All other rules and regulations of Montana-Dakota which govern gas service in 
South Dakota and which do not conflict with the provisions of this rule shall apply to 
gas service provided to new and existing buildings which are subject to this rule. 
The customer is responsible for ascertaining and complying with all applicable rules 
and regulations of any governmental authority having jurisdiction over the subject 
matter of this rule. 
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Received of: 

CONSUMER'S DEPOSIT RECEIPT 

Account 

Date 

Deposit Nbr 

Deposit Amount ' 
Service Address 
135 WESTGATE RD LOT 150 
BOX ELDER SD 57719 

Adepositof /- is received as security for the 
payment of any amot.Int which may become due Montana-Dakota 
Utilities Co., for utility services and,is not to be 
considered a payment on account. If at any time a bill of 
the customer is not paid within 22 days after date of 
presentation, the deposit may, at the option of the company, 
be applied to the account thereof. 

This deposit will be refunded, with interest, provided all 
bills have been paid in full and service is no longer desired 
or when customer has established satisfactory credit in 
accordance with the public service or utility commission 
rules. This deposit will bear interest at the rate of 7.00 %' 
or at a rate equal to the rate required by the public service 
or utilities commission on an annual basis. Interest shall 
accrue from the date payment is made on the deposit until the day 
the deposit is refunded or upon discontinuance of service. 
Interest shall be credited to the customer's account annually 
during the month of December. This statement shall constitute 
a receipt of said deposit and shall not be transferable. 
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back 
Ap~iicsnt whose orgnsture appwilrs hrtI~w i~etebv grants pcrrniss~nn lo lylUU ;o enter 
;rppiicant0s premises ut nli rtrlssonable timra for tho purpose of instalring, ~onnec:ing. 
leading, inspc~tirag. ~perating, dilieBnnccrlng or rernovlny tha cr>nij>xr%y pipna, wires, 
rncrcrs or other eqrripniant and warrants that ap~licant has suthnrity to grant 
this pnrmissmn. 

? 

DO NOT WRITE R6L0WA3 *FDR OFFICE USE ONLY 
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' MONTANA-DAKOTA H 
UT/L/TIES CO. 
A O/v/sion of MDU Resources Group, hc. 
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W MONTANA-DAKOTA v,,,,, 
A OBSOP CI unu nablircm CIOW I ~ C  

In rhe Communily lo Serve" 

MmM Hcl Comrrrlm In Tham Ywl g a l  blll 16 mnnulcd ll\m] il. rls#lmJ morwm d heal mcrgy 
BILLING . mUed d 'lhnms Tlw duwmrvlr !d tdr- l w l  (Ma used (Us mmxd by yww gan molwl urn 

wvanm a aaralhrm by ndly.ljlog 1I1e t l l s  by a *%lot M W  u barco M hen1 cutlnll wlu 

omw%m pimsu10 O( l f r~  w W v e r u  m rob1 PIni%e 5ven b a r  mhlml tan vav snch mill' 
uscmrnrm -nrurns mnl nd wlrUM~ arc Lhilwd WII*~PIY lo, he b 3 1  ValllO d Rli VL 

utoy Iw. 

CODES FWGA FMI C C ~ U  Adluamanl 2nd m n M   as A d p ~ m r m l ~ l h ~  od~&lmonn s + m m  M your 
Arlo bll om ~rnfin pcr bt1wiwn11 ON, I par tkdl lsm n1u.n a4uhanU r d w  L h p q z s  III uw ~ $ 4  
DEFINITIONS . . . d M r  ,I.* N l s d  p s  ~urchurcd b UDU MDU m-lvcr no pwld l r m  lheso mqnr 

M O  5 u p y h " h r ,  
SC -SmllO-lnt EIC(nlc 
51 -8nrrllm~n~~llblm Cmu*lGar 
SL - S l e d  Llghlloq 
nu . S ~ I I  umr~pil E W ~ .  

-spa, Raidrouil c0ntmu.e Tl.c,n 
SS .slmdt? Grr 
GT . %I1 BW.1 El. Tnn-W D.r( 
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73 17 342 

MONTANA-DAKOTA UTlL\nES CO 
K6 

Account Number: 658 34 

DISCONNECT NOTICE 
WE WANT TO CONTINUE OUR DEPENDABLE SERVICE 7 0  YOU, 
OUR VALUED CUSTOMER, BUT YOU MUST TAKE ACTION NOW. 

Service Address: 

Payment of your service account is now past due. Your service will be 
disconnected on : unless your past due amount is paid in full 
or satisfactory arrangements are made before this date. Tf service is 
disconnected, payment in full and a reconnect fee of $26.50 to 
reatore service during normal working hours, plus a deposit or 

.--. additional deposit of $0.00 will be required nefore servLce 
is restored. 

PLEASE CONTACT US NOW TO AVOlD ANY INCONVENlENCE 

Date: 

UTILITY: 
DEPOSIT: 

PAST DUE CURRENT ACCT BALANCE 
$ $ 

50.00 10.00 S0.W 

Direct inquiries to: Direct unresolved complainls to: 
MONTANA-DAKOTA UTILITIES CO SD PUBLIC UTILITIES COMMISSION 
PO BOX 1060 500 E CAPITOL 
RAPID CITY SD 57709 PIERRE SD 57501 .-- 1 605 342 0187 1 8 0 0 3 3 2 1 7 8 2  

Date Filed: December 30, 2002 Effective Date: 
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MONTANA-DAKOTA UTILITIES CO. 
A Divieion of MDU Resources Group, Inr 

A-PPLLCATLON FOR INTERRUPTISLE NA-TUUL GAS SERVICE 

Dated: 

The undersigned hereby makes application to Montana-Dakota Utilities Ca, hereinafter referred to as the Company, 
for interruptible natural gas service, a t  the location shown below. 

Application is a non-residential retail gas customer of the Company and in order to secure a rate differential As 
pmvided under the terms and conditions of the Company's Rate Schedule . Applicant 
agrees to discontinue use of natural gas immediately upon notice hum the Company, on natural gas equipment 
having alternate fuel capability or on such equipment which qualifies customer for interruptible a e ~ c a  Applicant 
agrees not to resume the use of natural gas during periods of interruption until informed that it may do so by 
the Company. 

During periods of interruption, applicant may continue the use of natural gas on firm usage equipment as 
listed below. 

Company's rates and services are subject to regulation and Applicant will be bound by any changes as approved 
by the applicable regulatory authorities. 

INTERRUPTIBLE EQUIPMENT 

5 p e  & No. of Units Input (cfh) Standby Fuel Peak Day Usage (MCF) 

FIRM USAGE EQUIPMENT 

m p e  8. No. of Units Input (cfh) Peak Day Usage (MCF) 

APPLICANT! BY: 

ADDRESS: 

CITY AND STATE: 

MDU CUSTOMER ACCOUNT NO.: 

APPROVED: 

MONTANA-DAKOTA UTILITIES CO., 
A Division of MDU Resources Group. Inc  

By: 
(Division Manager) 

DISTRIBUTION: 
1 Copy to Division Gne Superintendant 
1 Copy to Division Manager 
1 Copy to Diviaion Accounting Adminietrntor 
1 Copy to Goe Dispatching Superintandent 

IWBI-GlendiMl 
1 Copy to Customer 
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CUSTOMER INFORMATION BOOKLET 
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CUSTOMER INFORMATION BOOKLET 

ADDETIONAL CUSTOMER 
INMlRMATION FOR 

SOUTH DAKOTA CUSTOMERS 

. .. . . . /-- 
Dm- 

- a c r u M d h M D U b d t n  
tJ, . lrdO(t. .a-  *by&"p:&!s-- 
1.1-1iC.L. lh *I. d 
; M , i " l h - d L l " ~ m d  
y . 4  

ZUtmptlorrdrtkdbW- 
+mraMd-d-lm"ld4 

&wl-.pmtJ,.-d*d 
UrUL 

Date Filed: December 30, 2002 Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 8 

DISCONTINUANCE NOTICE FOR UNAUTHORIZED USE OF SERVICE 

Page 1 of 1 

2Wl4WOl~ 
(R.u 2/08) 

' MONTANA-DAKOTA UTILITIES CO. 
DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 

Today we inspected your gaslelectric service installation. This inspection has rewalrd 
that you are obtainlng unauthorized gaslelectric service at the address shown below. 
Under rules and regulations filed with, and approvsd by. the Public Utllity Cornmislim 
of , service can be terminated because of this irmgular~. b 
avoid discontinuance of service bring this card to our office, no later than 
at the address shown below, and we will discuss the conditions under which your gae/eleCtric 
service will not be interrupted. 

MONTANA-DAKOTA UTILITIES CO. Date: 

Address: Customer: 

Address: 

Telephone Na: 

Meter Na: 

. WHITE - Customer YELLOW - Fik  

Date Filed: December 30. 2002 Effective Date: 
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Would you like to be a designated Third Party? 
Montana-Dakota Utilities 
Co. (MDU) has a program 
available called 'Third Party 
Notice." The purpose of 
the program is to help avoid 
any hardship which could 
result from disconnection 
of service by alerting a 
third party to such action in 
advance. This voluntary 
program would most 
benefit customers who are 
ill or elderly and live alone. 

Under the ''Third Party 
Notice" program, if it would 
be necessary to disconnect 
service due to nonpayment 
of past due bills, the 
customer as well as the 
designated third party 
would be notified prior to 
the disconnect date. Th'e 
third party would then have 
the right to contact MDU 
and declare the customeis 
inability to pay and enter 
into a payment arrangement 
for the customer. 

A third party can be a 
friend, relative, church or 
any community agency. 
The designated third party 
will have the right to receive 
and provide information 
regarding the customer's 
personal circumstances. 
Please talk with this third 

party beforeyou tell MDU 
this person will help you. 
The third party Will not be 
responsible for payment of 
the customer's bill. . . 

If your personal circum- 
stances require that a third 
party be aware of a 
.potential disconnection of 
your utility service, please 
complete and detach the 
form provided and return it 
to MDU as soon as possible. 
If you know of someone 
who might benefit from 
third party notification, 
please.let them know of it. 
As individual circumstances 
frequently may change, 
Third P a m  Notices are 
valid for one year only, 
and an annual renewal is 
required. Please complete 
the form and return it to 
MDU - even if you have 
done so before. 

For information of 
public agencies and 
community organizations 
which may be able to 
assist in payment of w i~ te r  
utility bills, please call 
the telephone number 
found on your utility bill or 
write to the MDU office 
address, also found on 
your utility bill. 

Request For A 
Third Party Notification 

(To bevalid through November, 2003) 

Customer Name: (Please print) 

Address: 
city: State: Zip: 
Telephone Number: 
Account Number from Bill: - 
MONTANA-DAKOTA UTILITIES CO, has my permission to provkle 
inlormation to and accept information lrorn the party 
named below. ' 

Customer Signature: 

Date: 

Name of Thlrd Party to be Notified: (Please print) 

Address: 
City: State: Zip: 
Telephone Number: 

MONTANA-DAKOTA UTILITIES CO. will make every efforl to 
send a copy of the Notice ol Proposed Disconnedion to the party 
specified. The customer making Ihe request underslands that 
MDU assumes no liability for failure of third parly to receive or act 
upon said Notice. 

Complete all information and return to the MDU oNce 
address found on your bill as soon as possible. 

D a t e  F i l ed :  D e c e m b e r  3 0 , 2 0 0 2  E f f e c t i v e  Da te :  

I s s u e d  By: D o n a l d  R. Ba l l  
Asst .  V i c e  Pres ident-Regulatory Af fa i rs  
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MONTANA-DAKOTA UTILITIES CO. 
DEFERRED INSTALLMENT AQREEMENT FORM 

PAYMENT ARRANGEMENT 

FAWRL m COMP~Y w m  rnls noREEmmr wu RESULT m M COMPANY 
TARIN0 NXiON TO DISCONTINUE YOUR VnUTY SERVICE. 

Third Pam Signature: Dau: 

Date Filed: December 30, 2002 Effective Date: 
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AGREEMENT BY PROPERTY OWNER OR AGENT TO PAY 
UTILITY BILLS DURING PERIODS WHEN PROPERTY IS UNOCCUPIED 

.I.....", 

m. lrrm MOKTINAOAKOTk UTILITIES CO. 
AGREEMENT BY PROPERTY OWNER OR 
ACSEM TO PAY UTILITY BILLS DURING 

PERIODS WHEN PROPERTY IS UNOCCUPIED 

The undsraignsd it tho owner, or tha owmr'a apant. of houw or apanmant at: 

It b my desire Ihn Montana-Dakota Ulilitks Co. have its nnural gas andlor akcl rk rswico 
Nrnsd on even If the tanant or occupant, in whom name the aawln  la metsrd, reqwns I h n  
such w w k e  bs discontinwd. 

In cwuidarnion of Montana-Dakota Wfifiaa Co. ddng M, I w1.s to p l y  promptiy .wry  unh 
MU 1nnkr.d for uuga during the period of dlscontkumcl o l  a s h  by a enant 
or OCCUMnL 

In &a I wH tho pnrnlwa. I spree to notY, Montaru-Dakota Wlk*r Co. In writing ud untH 
MontanmDakota UIilltks 6. rmcrives auch nocificnbn, I wlll muurn  lhbilii as provided abow. 
I dao agna to notify Montma-Dakota in wmhp tf I c h a w  my mldraaa. 

Montana-Dakota Vtllhiaa Co. sxoralslv rsaervw the riuht to'diaconnan aawks to a tananr 
punuam to ths rubs and n~ular ionr  o f ih .  applkablm &ulmory wanoy. h u .grad by ad 
between Montanm-Oakma Vlllhiaa Ca. and the undwabmd that in waaa w h r a  a tmant la 
dlsc0nmCl.d at th. Company's option, the Compny wlll uma h. kn affma to m l f v  me of 
tho dllconwcllon. 

Date Filed: December 30, 2002 Effective Date: 
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Page 1 o f 1  

FOR YOUR INFORMATION 

bw tnnmt, , has advW ur thw ha is vlcaina thr pmnkrr 

indicated below n of ' 
, In accordance with wr 8!~WIIrnl with you, wa h8v8 conmtod 

thnUIctrkltyU OuOMnr icr inyourm 

loc8tion: 

MONTANA-DAKOTA UTlUnES CQ 
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GUARANTEE OF PAYMENT FOR NATURAL GAS AND/OR ELECTRIC 
SERVICE BY A SECOND PARTY IN LElU OF A DEPOSIT 

Page i of 1 

13.0~ropqmmd9~WM-D.tou~).buo.inth.cd*ctbod~lul.~uInth. 
~ a ~ ~ L n g u W ~ b r r r m - ( O e d i r r t h . o a ~ h l . o a d ~ L b . ~ h  
~ ~ t b b ~ u l r r r ~ 1 . 0 1 c p w . 1 1 ~ ~ ~ ~ ' ~ L t b ~ . m a u ~ t h . c ~ r m b u l l l r t . r  
bnurmbl. 

I ACKNOWLEDOC THAT I ILAVE CAREFULLY R E A D  THE ABOVE GUABAMEE AGREEMENT AND 
RUT I HAVE -WED A COPY OF IT. 

OUABANIOR' 
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DEPOSIT WARNING LETTER 
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DEPOSIT WARNING LETTER 

MONTANA-DAKOTA UTILITIES CO. 
AMvLbacdMDURwrum O m  Im 

Dab: 

~ b t o d v i c s y c u h t t n L b ? r h r R m 8 h o p W l 0 1 y n U U ~ ~ f O f k p P L d b y t h 8 d ~ d n t o  

B I I ~  a your ~ n ,  ~ 0 n t - m  utfllh lr ~ o .  rrill YOU par tb r t  O( 
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DEPOSIT REQUEST 
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MONTANA-DAKOTA UTILITIES CQ 
A Divi.im of MDU Raavor Gmup I= 

RE: kcount 
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FINAL NOTICE PRIOR TO DISCONNECT 
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FINAL NOTICE PRIOR TO DISCONNECTION 
OUR MDU REPRESENTATIVE WAS HERE at: 0 a.m. / 0 p.m. 
on at the address of: 

and found no one at home. 

YOUR SERVICE ACCOUNT IS SERIOUSLY PAST DUE! 
CONSIDER THIS YOUR FINAL NOTICE AND THAT YOUR 

GAS AND/OR ELECTRlC SERVICE WILL BE: 

DISCONNECTED ON: 
UNLESS PAYMENT OF: $ ISPRESENTEDTOTHE 
CREDIT DEPARTMENT OF MONTANA-DAKOTA UTILITIES CO. 
AT: 
BY 5:00 P.M. ON 

201 24(3-80) (Rev. 4/00) 

Date Filed: December 30,2002 Effective Date: 
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Asst. Vice President-Regulatory Affairs 
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INTERRDPTIBLI GAS SPRVICE AGm- 

THIS AQRE-, -dm thim day of i.f:f*$?g%h , zo"*jlii", im by and batwmmn 
MO~AXA-DAXOTA UTILITISS CO., a Divimion & mu RmmourCmm Group, Inc., l Dmlawarm 
c~rpora~~t.$-~- hmreinaftmr cmllmd .Cwrpmyw , m d  ?%%---* <'.. .X' -: ''. 
'-.7?i%%~w&-% hmrminaf tmr callmd =cumtoart-. 

C u m t m r  and Cwrpmy mntmr into thim Intmrruptihlm Oanmrml Qam Smrvicm Agrm-nt to 
hrvm natural gem delivermd by Campmy to Cumtollur. 

WITZiESSETRx Thm partimm hmrmta, mach in conmidmrmtian of thm agrseamnt of thm 
other, agrmm am fallowm~ 

1.0 -. Iimlivarirm m d  chargmm hereundmr ahmll ccmmuncm am mpmcifimd in 
e i b i t  .A* attached harmto m d  incorporatrd hmrmin. C u m t a r  agrmmm to mtmr into 
an mgrsamant for mmrvicm hermundmr for A minimum tmrm of 12 months. Arittmn notiam 
of tmrmination by eithmr Camp- or Cumtomar must bm givmn mt lmmmt CO daym prior 
to the mnd of thm initial term. Ab8mnt much tmrminmtion noticm, thm agrmant 
mhrll continum for additional tmrma of aqua1 lmngth until writtan noticm im givmn, 
am prwidmd hmrmin, prior to thm m d  of any mubmmpumnt tmrm. 

2.0 DLLIMRY POIXtT(8). RAm SCEEDm(9). AHD QUANTITILS. Dmlirrry of natural gam 
undmr Ibnrll Intmrruptiblm Omnmral Oam Smrvicm Rat. 71, or Lmrgm Intmrnaptiblm 
Qanrral Oam Smrvicm ~ a t m  85 by compmny to Cumtoarr .hall bm am mpmcifimd in 
attachmd Zxhibit .A9. 

1.1 DIBPATCHINO. Cumtamer will adbmrm to gam dimpatching policimm m d  procmdurmm 
mmtmblimhmd by C q m n y  to facilitrtm mmrvicm undmr this Agrmlllunt. Campany will 
inforn Cumtomar of any chmgmm in dimpatching policirm t b t  may affmct thim 
Agrmlllunt am thmy occur. 

2.2 M m R I U Q  rn HXASJRwnrr. Campmy will mmtmr thm quantity of nmtural gam 
dmlivmrmd to Cumtaumr at thm dmlivmry point. Such qumntitimw will ba conclumive 
upon both partimm unlmmm much matmr im f.ound ts bm inaccuratm by mar. t h m  two 
pmrcmnt, in which caam the quantity dmlivmrmd to Nmtoarr mhmll bm dmtmrminmd by 
calculation, taking into canaidmration thm timm of ymmr. thm mchmdulm of Cumtorur'm 
opmrationm and othmr pmrtinmnt fact.. C q m y  will trmf the wmsurmmmnt mpuimnt 
in accordanam with applicablm mtatr utility c d m m i o n  rulmm m d  rmgulations. 

3.0 DX?INITIOWS. 
Dmlivmry Point - Thm point at uhich CumtmUr mmmumms cumtody of thm gmm baing 
dmlivmrmd. Thim point will normally bm at thm ovtlrt of Cwrpmy'm nutmr(a) 

aam Day - Y m m 8  a pmriod of twmty-four conmmcutivm hour., baginning m d  
mnding at 9100 a.m. Cmntral Clock Tiam. 

Intmrruption - A mumpmnmion of intmrtptiblr natural gam mmrvicm dm-d 
nmcmmmary by Campmy purmumt to Rmtmm 71 or 85 and 100. 

4.0 -. The ratmm chargmd m d  mmrvicmm rmndmrmd CumtenMr. undmr thim agrmmnt, 
mhall bm em mpacifimd in mpplicablm Ccmpury tariff. am approved by thm apprapriatr 
atate utility c d m m i o n .  

Date Filed: December 30, 2002 Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 
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Tha currmntly mffactivm r a t 0  under t h i s  Agraunbnt il lubjmct t o  m adjumtwnt f o r  
coat of purehalad gas  aa providad i n  Purchaaad Oaa Coat Mjuato .n t  aa ta  88. Colrplny 
1h.11 haw tho r i g h t  t o  madify tho ratan chargad and tha ta rn8 md conditiow harm- 
undar by making u n i l a t a r n l  r a t 8  f i l ing1 with tha appropriata a t a t a  u t i l i t y  
c d a a i o n .  

4.1 E. In addi t ion  t o  tha rat.# apaclfiad & o n ,  Ccppany a h 1 1  col laot  f r r p  
Cuat-r md Cuatommr agreaa t o  pay C q a n y  m y  aalar,  uma, amiaa ,  o r  othar luch 
t u n a  and c i t y  faaa t h a t  arm lapal ly  a t f a c t i n  and appl ic lb lb  t o  the a a n i c a  
prmidad hmraundar. 

4.2 INTIRRDPTIBL~ 8 m 8  M8 SBRVIC1. flmrvica nndmr Rata 71 md U t a  115 i a  
dapmdant upon tha a v a i l l b i l i t y  of capacity on C q m y ' a  a y a t a  md pr ior  damdm 
of c u a t m r a  abrvad undar Conpu~y'a gmnaral manic# gal r l t a a .  Cuatcmbr apramr t o  
accept narvica hmrsundnr i n  accordmcm v i t h  Coopmy'r 'Rat. Bchadula' a1 apecifiad 
i n  r r h i b i t  * A 9 f  th in  Apraunbnt. 

4.3 mQII I N  DAILY O P m T l w f l .  Cu8tcwr agrsaa t o  n o t i f y  C q l n y  of chlngas i n  
c u a t m r ' e  natural pan r s q u i r m n t r  a# rpacifiad i n  attachad Exhihit 'Am. Caplny 
ahal l  not ha ohligatad t o  provida dai ly  m d  annual r a q u i r w n t u  i n  u c a a a  of th. 
d a i l y  md annual qumtitima # a t  for th  i n  Xxhihit 'A. u n l r a r  C~mpmy, i n  i t 8  aola 
dimcration, d b t a d n a a  t h a t  incraaaad p a n t i t l a 1  are  avai labla ,  and a11 q u m t i t i a a  
harmundar shal l  ha rubjbct t o  intarauption and aarvica p r i o r i t h a  a1 p r o r i d d  i n  
~ a t m  71 md xata 15. 

4.4 rIW GAB RIQOIRENEUXI. CuatoMr a p a a a  to accapt  aarvica haraunder i n  
accordmca with C c q m y l l  Rata 70, a# Ipacifiad in Exhibit 'II' of tb ia  A q r a a m t  
f o r  N a t m r ' a  f i r .  rapiremanta d e l i v a r d  through Cumtambrla intarruptiblm 
matarla).  

5.0 AflflI(iNWS7. Cllmtmr agra.1 tha t  it w i l l  not aaaigu thin Agraunbnt u c q t  
upon w r i t t m  conamnt of Cmpmy. 

7.0 Inosrss Aiin EarusB. C~apsny is har.by gnntbd r i g h t 8  of ingraaa md a q n a l ,  
a t  raaaondla  t i m a ,  f o r  op8ratinp, i n l p m c t i q  md m i n t a i d o n  m y  of C q l n y ' a  
f l c i I f t i s 0  OU C U 8 t W r i l  P l d ~ m l .  

8.0 roam wnmr. 1n tho a m t  of a i t h a r  P u t y 1 8  hainp r a n d a r d  wholly o r  i n  
p a r t  by forca rmjmura unlblm t o  carry out i t a  o h l i g a t i o ~  undar th ia  A q r a w t ,  
than tha ~ h l i g r t i o n a  of the P a r t h  harato, l o  f a r  am t h y  arm aftactad by auch 
forca rmjaun, 1h.11 ha auapmdad during tha continumcm of  any i n a b i l i t y  no 
cauaad. 8uch c a u ~ a a  o r  conting.neima af tac t ing  tha p . r f o m m c a  of thin &~rs .unt  
by s i t h e r  party, hovavar, ahal l  not r a l i a n  i t  of l i l b i l i t y  i n  tha a n n t  of i t a  
concurring nmgliganco o r  i n  tha avant of i t a  fa i lura  Lo u8m due dilipmuca t o  nruw 
the  situation md r w a  tha caum i n  m adaquata w a r  md 4 t h  a11 raaaonlbla 
dispatch, nor s h a l l  ~ u c h  cauaaa or continpanciam a f f a c t i n p  tha par lorunca  of th ia  
ngrauunt  raliava a i t h a r  party tm i t a  ohl iga t iow t o  a k a  paynnta  of amuat. 
than dua hmraundar, nor ah.11 auch caulam o r  contingmucim8 r e l i m  a i t h . 1  party of 
l i l b i l i t y  unlaaa auch party ahal l  give notica md full  p a r t i c u l a n  of th. r m  i n  
n i t i n p  or by tmlaphona t o  tha othar par ty  aa a m  a1 poamihla a f t e r  tha O C C U ~ T ~ I I C ~  

r a l i a d  on. If v o l w a  of Cuatanur's pan ara  daatroyad whilm i n  Cmpmy'r pomaaa- 

Date Filed: December 30, 2002 Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 17.2 

INTERRUPTIBLE GENERAL GAS SERVICE AGREEMENT 

Page 3 of 4 

mion by an event of force majaurm, the obligationm of the Partimm undmr thim 
Agraamnt mhrll terminat. with rmmpmct to the volmMm loaf. Tho term .forC. 
majeuram an anwleymd hirain ahall include, but #hall not bm limitmd to act. of Q d ,  
strikmm, lockoutm or othmr indumtrial dimturbancam, failurm to pmrform by any third 
party, which pmrformancm is nmcmmmary to thm parfonuancm by aithmr Custornar or 
Company undmr thim Agrmaant, acts of tha publia ur.ay or tmrrorimtm, warm, block- 
adem, inmurrmctianm, riota, mpiddcm, lmdmlidam, lightning, marthquakmm, firmm, 
storm#, flood., wamhoutm, arrmmt m d  restraint of rulmrm and peoples. civil 
dimturbancam, urplomionm, brmakaga or mccidmnt to machinary or linmm of pip., linm 
freeam-up., sudden partial or suddmn mntirm failurm of Compmy'm gam supply, 
failura to obtain matmrialm and auppliam dum to govmmmsntal rmgulationm. and 
cauaam of likm or similar kind, whmthsr hmrein mnumaratmd or not, and not within 
thm control of thm Party claiming muapanaion, and which by thm axmrcimm of dua 
diligmnca much party im unrblm to ovarcop.1 providmd that thm mxmrciam of durn 
diliganca mhall not requirr smttlsmant of labor dimputem againat thm bettmr 
j u d w n t  of the Party having thm dimputm. 

Thm tmrm .force majaurmm am smploymd harmin ahall almo includm, but mhall not ha 
lidtad to, inability to obtain or acquirm, at raamonrblm coat, grata, ammitudmm. 
rightm-of-way, parmitm. licmnmaa, or any othar authoriaationm f r a  third partima or 
agancimm (privatm or govarnmantrl) or inability to obtain or acquirm at rmaaonAblm ' 
cost nacmmmary mstarialm or muppliam to conmtruct, mrintain, and oparata Uly 
facilitism raquirad for thr parfoermca of m y  obligmtionm undar thim Agrm-nt. 
when any much inability dirmetly or indirmctly contributmm to or rmaultm in mithmr 
Party1# inability to perfom itm ohligatiana. 

9.0 REGULATORY ALlTHORITY. This Agraemant im mubjact to a11 valid law., ordmra. 
rulam and ragulationm of any and a11 duly conmtitutmd authoritimm having jurimdic- 
tion ovar tha aubjmct mrttar hmrmin m d  is mubjmct to thm rmcmipt of ray nmcmmmary 
authorisation for tho interruptiblm mrvice contemplatad harain. 

10.0 RBPORTIISG RXQUIRXMENTS. C u m t m r  mhall furnimh Coqpany a11 infor5mtion am M y  
bm raquired or approprimtm to comply with rmportinp rmquirmmontm of duly 
conmtitutad authoritioa having jurisdiction ovmr thm Mttmr hmrmin. 

IN WITHE88 WlfEIUCor, the partiam have duly axacutad thin Agramunt am of tha data 
and ymar . b o w  writtan. 

Pleamm type or print tho namom hmlor thm mignatura linaa. 
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naiivary 
Point 

Y,imum Y u i m m  
In ta r rup t ih la  Lntmrruptihla 

Rat. Dalivary Point Dalivery Point 
Schsdula Rata* p -- a n t i t y  Par Day (dk) Annual Quantity (dk)  

Cumtomar agraam t o  n o t i f y  Company of chmgam in it. da i ly  na tura l  gam raquirmmmtm 
in accordanca with tha following raquiruuentm: 

Cumtommr muat inform company of tha data thm Cumtour'm fmci l i ty  w i l l  mtart 

con~uming naturml 9.1 am wall  am tha data tha Cumtomar caammm conmuming natural  

gam. Tha C O I I S J ~ ~ Y  muat rscaiva thim information by 10100 a.m. Cantral  Clock T i u  

the day pr io r  t o  a i t h a r  immua limtad &ova. 

Accmptad and agramd t o  thim - day of .20.. 

- .  
Accmptad and mgraad t o  thim *4. b y  of - *. $ *  -,- 2- , , ~o-. 

YOWWA-DAKOTA UTILITISB W., 
A Divimion of M U  Ramourcam Group, Inc. 
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Thia documant i a  UI attachrunt to  tha Intarruptibla Qanard  0.1 Barrios A g r a u m t  
dated !&%+&$% bctwec. Hontma-Dakota Wtil i t iaa 
cwarinp na tu ra l  911 ammica to  i t a  f a c i l i t y  locatad a t  

Daily Firm Barvioa Rawir.nunt# 

I bar* rrguaat  t h a t  thmaa dai ly nruimm p u m t i t i a r  ba prwidad b t h i r  location 
puraumt t o  an apprwad firm natural  p a  r a l a l  t a r i f f .  

BY, 4;i.L 8.4 ,., l' , i ;. 1. - 
(Plaaaa p r i n t  o r  typal 
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*fitcczer hma enterad i s t a  ng~w!a&nto t n  purcheae natr.rrrl gem and havr t h a t  gnz 
dbJlvfirnd ts a ' z e c a 8 p t  p o n ~ t '  uniog Bhapprr{~t) au f l p a c i f i o d  In nrtitchnd Rxhi'Dit 
)th'. SN Cf iFppcr .  Ozru tnttrllr aGraea ti;  n n r i i y  C n ~ a t l y  pl'ior to la7' C b L n g d  iL7 
a h l l p p r # a :  ~ l ; c l  r u r t h c r  agree3 GO r x n c u t a  a I w r  E d b i b ~ t  'A' p ~ i o r  C C  change of 
wmn t. 

Intarrug t i  l3 Ln C n r , c r a l  tian ~ r a n n ~ o = t a t l i ; ~ i  Ecrvicc i l a t n  EZ, o r  int+r;alpl.?lr.c 
lridun t r i c l  G a t  ?rrnr.ng~rtat;cn Y C Z T ~ O R  Antr 8 % .  by  Conpony to rontannr  a h a l l  be r t  
or  c a r r  thc pnI1:L~. rhorre loceliox~ mnd ecaxlmmn d o t i v c q  guuut.l%y ppcr day a r c  
du~i~xdheCI an Lc11096 .  a t h e  event  "Pen?, uuf I:aCrn, a5 ~ p s c i f i ~ f i  in attircbcd 
*ixirhit PI', in no: exccxi:,hzi hy bath p a r t i a n  tr, rbia auresnaaf, rvllturnrl agrees rc 
pzy rcmpnng' the urtrrrr,ti.,- afyra'a4 c e : l i u $  ratn an nprcifiat3 ttlrder "Bate  ~3chsduls"  
bal0W. s a i d  " l a n  0% R a t s *  dab11 not t.0 cmdu) .dd  ros pF;rlodM of 2or;c than 34 
days. 

I .I D7.4FnTKlrmp - Cucrcmrr xi11 r~llhcxe t u  gae r??epctchlng p o l l f i r a n  nnC prncsdoraa 
cctab3bdbrrd by ?crnpnn$ Cn f o c i l i  t a l a  d % m i c n  iiudcf than LgrcmcitC . Ur.mp5vy w i l l  
r n t o r n  Cbe.to~rar of kr,> chpngcn is. tIlngntch=l;g ~ n l l d d a n  Lhn: rx,. nfCcret, :hsn 
hg"-%t an they occur .  
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z - 2 . 4  C ~ C C S  C Y  .IEFTISD - Cr~iTnny  *hall )near the qunt of ttia tcnttdg and WY --- -- 
r c r @ i r u a  s6jurtmci.r: oF chr C-Wnpanypn m e t e * .  In I'M CYIU: tha t  L%n.ntcmmr =u,lJcatrl r 
t n a Z I U 3  of C x m ~ a n y ' r  meter at wtlaor ckrii the sauaitimd in:=?ru*5ai Cu~tlrclrnor n l r i i i l  
lroilr m e  r u w t  of kha t c d ~ h g  ur~lnun no& equip#oant IH tculiid to be I ~ I B C C U G ~ L ~  % 
g r c n t c r  1,hnn t w u  ptrccnt  13%) ( n i c h e r  1 1 1 ~ l ;  .x L m ) .  
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2.2.6 NAIIQTXNANCE - Each pa r ty  aha l l  havm thm r i g h t  t o  bm prawmnt whanmvmr the 
other pa r ty  raadm, claanm, change*. rapaira ,  inapectw, taetm, cal ihra taa ,  o r  
odjumta i t#  matar. Each pa r ty  whall give timaly noticm to  the  other  par ty  i n  
advance of taking any much action*. Hotica aha l l  bm addrammed t o  Cmpany'a Qaw 
Supmrintendsnt a t  Company's i" a 'u Office. Each pa r ty  aha l l  giva a t  
l aaa t  24 hour. not ice  to  thm othmr par ty  p r i o r  t o  undartmking tha abova-damcribad 
mctivity. 

2 .2 .7  CHRRQES, PENALTIES, COSTS, OR EXPENSE8 - TO thm extent  t h a t  any pmnaltiam 
a re  incurrad by Cuwtcmar a8 a rewult of thm inaccuracy of Company'm w t a r  graatmr 
than two parcant (2%) (aithmr high o r  lox). Coapany aha l l  ba ramponmiblm f o r  much 
penaltimw. 

2.2.8 ELXCTROHIC MBASmtEXENT EODIPSXKT - Tha Coupany'# a l ac t ron ic  (Uatratak) 
meaaurmaot, ummd aa a remote terminal un i t  fo r  ayatsl. oparationm, e q u i p a n t  i m  
sxcludad from the raquirsnrmntw of Smctionm 2.2.2, 2 .2 .3 ,  2 .2 .4 ,  2.2.5, 2 .2 .6 ,  and 
2.2.7.  Thm amtimated comt of the  i n a t a l l a t i o n  of e l ec t ron ic  rnoamuruaent mquipmnt 
i n  conjunction with th in  Agronmont is 9-. Cumtonor mgrmms t o  prwidn this 
amount t o  Company a t  tha t i r n m  t h i s  Agrerwnt i n  rehurried to  Company f o r  axacution 
by CompenY. 

2.2.9 RXCORD E%ANINATION - Cumtomar mhall havm thm r i g h t  a t  a11 reamonable timm 
to  sxamine the  book., racordm and char ts  of Coapany, fo r  a two ymar pariod 
mubaaqumnt t o  tho iamuance i n  wri t ing of l diaputm invoice, t o  thm mxtant 
nacaamary to  ver i fy  tha accuracy of any mtatsmant, charga o r  co~pu ta t ion  madm 
undmr o r  purmuant t o  any proviaionm of th ia  agrmaonnt. 

Delivary Point - The point  a t  which Customer aamwm cuatody oC tho gam 
baing transported. Thiw point  w i l l  norrmlly ba a t  tho o u t l e t  of Company8m 
matar(m) located on Cuatcmar'a p rdmam.  

Qam Day - Xmwnw a pmriod of twenty-four conmacutive hours, bmgirning and 
ending m t  9 1 0 0  a.m. Centra l  Clock T h .  

Intmrruption - A mumpension of tranmportation o r  rmtail  na tu ra l  gas mmrvicm 
domad necsmmary by Company. 

Nomination - The d a i l y  volume, i n  dk, of na tu ra l  gam rmqummtmd by Cumtwmr 
f o r  t ranspor ta t ion and dalivmry t o  Cuatonur a t  t he  dalivmry point  ovmr a 24 
hour period ccmuncing a t  9100 a.m. Cantrml Clock T i w  each day. 

Racaipt Point - The in t a r t im  batwaen Company and thm intarcornact ing pipa- 
linm(m) a t  which point  Coupany aaaummm cumtody of thm paw baing tranwportmd. 

Shippar - The par ty  with whom thm pipel ine  baa entmrmd i n t o  a 8mrvicm 
Agraamont f o r  t ranapor ta t ion mmnicm. 

4.0 m. Thm ratam chargad Cumtomar s h a l l  be am #pacif ied  i n  appl ic lble  C~ lpany  
t a r i f f 8  am approvmd by the appropriate atat. u t i l i t y  ragulatory agency. 

Thm currmntly effact iva  ratma ara  attachmd herato and mdm a pa r t  hmrmof. Ccarpany 
whall have the  r igh t  t o  rnodify the  ratma charged and tho tmrrm and conditionm 
haraundmr by making u n i l a t e r a l  rmta fil ing. with thm appropriatm rmgulatory 
agency. 

4.1 FIRM NATURAL QAS UXW1RMB)ITB. Cumtomar agraem t o  accmpt mmwica haraundmr i n  
accordanca with Compmy'm Rate 70, a8 wpacifiad i n  Bxhibit  .C9 of th in  Agra run t  
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The t a m  .forcm majaureg am amploymd hermin mhall alro iacludm, but mhall not be 
limited to, inability to obtain or acquire, at reemonablm coat, grants, mmr- 
vituden, rightm-of-way, pmmritm, licmnmmm, or any other authorimationm Iran third 
parties or agsncios (private or governmentcl) or inability to obtain or acquire at 
reamonlblm coat necameary materials or muppliam to conmtruct, maintain, and 
operatm any facilitiaw raquirmd for the parfornunem of any obligation. undmr thim 
Agrsmmmnt, whmn any much inability directly or indirmctly contribute. to or 
reaulte in either Party's inability to perform itm obligations. 

9.0 RBDDLAMRY AUTHORITY. Thi. Agreammnt im mubjmct to a11 valid lawar ordmrm, 
mlea and regulationm of any m d  a11 duly conmtituted muthoritimm having jurimdic- 
tion ovar thm mubject mattmr herein and im mubject to thm recmipt of any nmcemsary 
authorization for the transportation mamice contmurplatmd harmin. 

10.0 REPORTING REQUIREWXNTB. Cuatordmr ahall furnimh Conpany a11 information am 
m y  be required or approprieta to comply with reporting rmquirmmntm of duly 
conatitutmd authoritimm having jurimdiction ovar thm mattar harain. 

IN WITNlrSS WHEREOI, the pertiam have duly executmd thin Agrmrment mm of thm data 
and year &ova written. 

MOt3'l?ANA-DAXOTA UTILITIES CO., 
A Divimion of YDIl Ramourcmm 
Group Inc. 

Director of Xarkoting k 
Cumtoaur Bervicmm 
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Thia docummnt ia an attachment to thm Qaa 
batwmmn Montana-Dakota Utillti-• Co. and 
transportation menrice to CumtommrO# facil 

~ h i r  Exhibit .A9 ahall bm in mffect c-ncing on 

Cuatcmurla Total Intmrruptiblm Transportation Quantity8 dL pmr day. 

Thm ahippmr(r) nrm. is 

Cuatorur haroby authorinma Coraprny to furniah tha ahigpmr any infonuation ralrting 
to thm voluma and/or coat of natural gaa furni#hmd by C w a n y  for umm by Cuat~mar. 
Thim authorisation will rwain in mffmct until a writtan noticm im racaived from 
cumtorur. 

Accspted m d  agramd to thin day of ~ & ~ ' ~ c 1 B r ? 4 ,  20%.%&. - 

Accmptmd and agrmmd to thia day of 

MmUU-DAKOTA UTILITIIB 
A Division ot WU Rmaourcma Group, Inc. 

BY 8 
willimm a. numthmr 
Diractor of Markmting L Cumtoinor Borrricolr 
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January 

Pabruary 

March 

April 

Y.Y 

Juna 

July 

AUgll. t 

sapteabar 

octobar 

1P,vmmbar 

D a c d a r  

I hmrmby raquaat t h a t  tha8a d r i l y  nuximum quantit iaa ba provided t o  thia location 
purrnuant t o  m approvad firm natural  gaa malam t a r i f f .  

? i rn  g.a aalaa. undar Eat. 70, aha l l  commrnca on Ik 'W, .  I '1- . md urpira on 
-,&~-.-~'3&k?-i%, and ohall continua tharaaf t a r  u n t i l  r i t h a r  party furni8h.a tha 

othar party 30  day. writtan notica of tarmination. 

Agraad to  and rccaptmd by Montana-Dakota U t i l i t i a a  Co. tb ia  day of 
. ; .+?:,;f,.-~,~~~.?-&;>*z+~' , 20-. 
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FACILITIES RELOCATION AGREEMENT 

THIS AGREEMENT is entered into this day of , 19-, by 
and between MONTANA-DAKOTA UTILITIES GO., a Division of MDU Resources Group, Inc. 
(hereinafter "Montana-Dakotau), and 
whose address is 
(hereinafter "Requestor"). 

WHEREAS, Requestor desires the relocation of (gas) (electric) facilities by Montana-Dakota 
and Montana-Dakota is willing to relocate the facilities in accordance with the terms and conditions 
of this Agreement; 

NOW, THEREFORE. Montana-Dakota and Requestor agree as follows: 

1. Requestor desires the relocation of (gas) (electric) facilities at the following address: 

Order/GSSO/ECO Number 
Date of Request: 
Requestor Billing Address: 

2. The estimated cost of the desired relocation of facilities is 
'A deposit of shall be made by Requestor with Montana-Dakota prior 
to relocation work commencing. Upon completion of the relocation work, Montana-Dakota 
shall determine the actual cost of relocation. If the actual cost of relocation exceeds the 
amount of deposit, Requestor shall pay Montana-Dakota the difference between the amount 
of deposit and the actual cost withln 30 days from billing. If the amount of the deposit exceeds 
the actual cost of the relocation, Montana-Dakota shall refund the difference to Requestor 
wlthin 30 days after job completion. If the relocation work has not commenced within 60 days 
from the above Agreement date, this Agreement shall expire and Requestor's deposit shall be 
refunded within 30 days thereafter. 

3. This Agreement shall be binding upon the parties, their respective successors and assigns. 
The assignment of this Agreement by either party shall not relieve such party, without the 
written consent of the other, from any of the obligations undertaken by this Agreement. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date 
above written. 

REQUESTOR MONTANA-DAKOTA UTILITIES CO., 
a Division of MDU Resources Group, Inc. 

By: By: 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 
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WARNING NOTICE 
NAME: 
ADDRESS: 

TOWN: METER: 

We have observed your 
(Name of appliance) 

and found an unsaf&unsatisfactory condition due to: 

This condition can be corrected by: 

IN THE tNTEREST OF SAFETY AND GOOD 
SERVICE. YOU ARE URGED TO HAVE YOUR 

LOCAL CONTRACTOR OR 
MONTANA-DAKOTA UTlLITlES CO. 

CORRECT THIS CONDITION AT ONCE- 

After t h ~  repair or replacement is completed. please notify 
our customer service department at: 1-800-638-3278 

- UNSATISFACTORY CONDITION EQUtPMENT: 
D LEFTON - P LEFTOFF - UNSAFE CONDtTlON EQUIPMENT: 
0 SHUT OFF P LEFT OM (Explain) 

NOTICE REC'D BY: 
(customer Signature) 

O Owner 0 Occupant U Other 

MDU By: 
Date: 
Certified Letter Sent (Date): 

. 20241 -G(4-73) 
(Rev. 9 / O  1 ) 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 
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1'KLLPORARY CONSTRUfXfON REAT ACREEmNT 

MONTANA-DIU~~A I ~ E S  m. 

BY: 

COSTOMER 

Date Filed: December 30,2002 Effective Date: 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 
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IN THE MATTER OF THE APPLICATION OF 
MONTANA-DAKOTA UTILITIES CO. FOR AUTHORITY 
TO INCREASE RATES FOR NATURAL GAS SERVICE 

STAFF MEMORANDUM SUPPORTING 
SETTLEMENT STIPULATION 

DOCKET NG02-011 

Staff submits this memorandum in support of the settlement Stipulation filed October 
27, 2003, by Staff and Montana-Dakota Utilities Co. (collectively, "the parties") in the 
above captioned matter. 

BACKGROUND 

On December 30, 2002, Montana-Dakota Utilities Co. (MDU) filed for approval to 
increase rates for natural gas service in its Black Hills service territory by $2,173,380. 
MDU's proposed increase was based on a projected test year ended December 31, 
2003 and a return on common equity of 12%. MDU witnesses submitted testimony 
stating that the increase was necessary because of increases in operating expenses 
(operation and maintenance costs, depreciation and taxes other than income) and an 
increase in the investment in facilities used to provide natural gas service to Black Hills 
system customers. 

On January 2, 2003, the Commission gave notice of the application and the 
intervention deadline of February 7, 2003. By Orders dated January 28th, 2003, and 
April 8, 2003, the Commission suspended the proposed rates in this matter. By Order 
dated March 20, 2003, the Commission set a procedural schedule for this application 
and Commission Staff filed its direct testimony on April 22, 2003. On April 30, 2003, 
MDU filed a motion to continue and reschedule the hearing in this matter which was 
granted during a Commission meeting held May 6, 2003. By Order dated June 5, 2003, 
a new hearing date was set. On May 22, 2003, MDU filed a motion to extend the 
deadline for its rebuttal testimony which was granted by Order dated June 10, 2003. On 
June 6, 2003, MDU filed its rebuttal testimony electronically. On June 13, 2003, MDU 
and Commission Staff jointly filed a motion to again reschedule the hearing and further 
suspend MDU's proposed rates which was granted by Commission Order dated July 1, 
2003. On May 29, 2003, the parties met to discuss possible settlement of the rate 
increase request and discussions have continued to where MDU and Commission Staff 
have now reached a tentative settlement of all of their outstanding differences. 

On October 27, 2003, the Parties filed a Joint Motion with the Commission requesting 
approval of the Settlement Stipulation. 



Overview of the Settlement 

MDU's filing was based on a projected test year ending December 31, 2003, a claimed 
10.303% overall rate of return reflecting a 12% return on common equity capital based 
on 2003 projections and distribution of the rate increase guided by a class cost of 
service study. Staffs testimony, submitted after comprehensive analysis of the filing 
and substantial discovery, was based on the historical test year ended June 30, 2002, 
updated for known and measurable changes; a 9.243% rate of return based on a return 
on common equity of 9.75% and a distribution of the rate increase based on an 
independent class cost of service study. 

During the time that has elapsed since testimony was filed, Staff requested, and MDU 
has provided, additional information demonstrating and substantiating additional 
adjustments to reflect changes in MDU's costs that are now known and measurable. 
Staff has carefully reviewed this updated information and revised certain expense, plant 
and other of MDU's claimed costs of service. Likewise, MDU also served discovery on 
Staff and after further analysis has modified certain positions it established in its 
prefiled testimony for settlement purposes. Initially MDU requested an overall rate 
increase of $2,173,380 or approximately 6.9% of Staffs 6/30/02 adjusted test year 
revenues (5.8% of MDU's projected 2003 revenues). Staffs direct testimony explained 
that its analysis, with the information that existed at that time, supported an increase in 
MDU's rates of only $249,236 or approximately 0.8% of 6/30/02 Staff adjusted test year 
revenues. Reflecting the substantial additional information obtained since the filing of 
Staffs testimony, the settlement would allow for an increase in rates of $1,305,649 or 
approximately 4.1 4% of 6130102 Staff adjusted test year revenues which is 
approximately 60% of MDU's initial request. Settlement was pursued by Staff with the 
objective of obtaining a comprehensive resolution of all issues in the filing, based on 
sound regulatory principles. Staff believes this settlement achieves that purpose and 
avoids unnecessary litigation. 

Following are the issues on which the Settlement differs from the analysis reflected in 
Staffs prefiled testimony: 

Operatina Revenue and Expense 

Labor - Staff's prefiled testimony reflected test year salaried labor with an adjustment 
annualizing a contractual increase which had taken place 5/1/02. MDU subsequently 
entered into a new labor agreement which took effect 5/1/03. Staffs settlement 
allowance reflects the updated annualized salaried labor increase, as it has taken 
effect and is known and measurable. Also, Staffs prefiled testimony reflected 
unadjusted test year non-union labor expense. Information subsequently provided by 
MDU substantiated increases to non-union labor taking effect 1/1/01 and 1/1/02. These 
increases were annualized and included as known and measurable costs in the 



Settlement. The effect of these updates is an increase in revenue requirement of 
approximately $297,000. 

Benefits. Pension and Post Retirement Expense - Staffs prefiled testimony updated 
MDU's test year pen'sion and post retirement expense to the twelve month period 
ending 3/31 103. Every year, Towers Perrin performs an actuarial study for MDU which 
contains a current year analysis and a five year forecast. This study is received by 
MDU in the AugustISeptember time frame and the current study results were provided 
to Staff on 8/26/03. Staff incorporated the current year 2003 updated Towers Perrin 
amount in the settlement. Also, subsequent to Staff filing direct testimony, MDU 
provided updated actual medical/dental, 401 k and workers compensation benefits 
expense as of 8/31/03. Together, these updates increased the revenue requirement of 
MDU by approximately $227,000. 

Insurance Expense - Staffs prefiled testimony reflected test year expense updated to 
the 12 months ended 2/28/03. MDU subsequently provided updated expense for the 12 
month period ending 5/31/03 which increased the revenue requirement by $73,000. 

Rate Case Expense - Staff's proposed five year amortization was adopted and the 
amount spent on this case by the parties was updated, adding $15,000 to the revenue 
requirement, and the unamortized balance was allowed in rate base, adding an 
additional $7,300. 

Inflation - Staffs direct testimony included an inflation adjustment for various O&M 
expenses using a March 2003 inflation index, which was the most current at the time of 
filing. During settlement, Staff agreed to update the inflation adjustment using an 
August 2003 inflation index. This adjustment increased Staffs revenue requirement by 
$4,300. 

Ellsworth Air Force Base Revenue - MDU failed to include $28,600 of Gas Delivery 
Management Fee revenue collected from Ellsworth Air Force Base in its filed case. 
Recognition of this revenue decreased the revenue requirement by this same amount. 

Consolidated Tax Savinas - Staff's direct testimony recommended an adjustment 
reducing MDU's Federal income tax allowance to recognize an allocated portion of the 
savings enjoyed by MDU Resources Group, Inc. (of which MDU is a part) as a result of 
the filing of a consolidated income tax return for the affiliated group. This adjustment 
reduced MDU's revenue requirement by about $336,000. MDU submitted substantial 
rebuttal testimony on this issue discussing both the ratemaking principles involved and 
numerous technical issues. Giving consideration to the merits of these issues Staff 
agreed, for purposes of reaching a settlement of all issues and to obviate the need for 



hearings and possible judicial review of this issue, to limit the tax adjustment to achieve 
a revenue requirement effect of one-half of the amount proposed in its filed testimony. 
Thus, MDU's revenue requirement is reduced by $1 68,000 and Staff's filed revenue 
requirement is increased by $168,000. 

Rate Base Items 

Update to Test Year Accumulated Depreciation - At the time of filing Staff's prefiled 
case, Staff lacked the necessary information to present a test year-l 3 month average 
balance of accumulated depreciation. During settlement discussions, MDU provided 
that necessary information and Staff updated its adjustment. This update to Staffs 
case decreased the revenue requirement by approximately $5,000. 

Annualizina non-revenue producina plant - During settlement negotiations, MDU 
provided Staff with adequate information to modify its original adjustment to annualize 
both test year and post test year non-revenue producing plant additions to a more 
precise level. These modifications to gas plant in service, accumulated depreciation 
and depreciation expense increased the revenue requirement by approximately 
$1 36,000. This increase in rate base also affects Staffs Ad Valorem Tax adjustment, 
resulting in a $1,000 increase to Staff's revenue requirement. Additionally, the 
information provided by MDU also uncovered additional gains on the sale of retired 
plant assets. This update resulted in a $37,000 decrease to the revenue requirement 
in Staff's case. 

Accumulated Depreciation Update - Staff's prefiled case included an adjustment to 
decrease depreciation expense for mains and services plant accounts. During 
settlement negotiations Staff agreed to update accumulated deprecation to reflect the 
Staff proposed depreciation rates. This update accounted for a $1 31,000 increase to 
the revenue requirement. 

Error Correction - While preparing Staff's case, an encoding error was made on the 
depreciation adjustment. Staff reversed the sign of an adjustment amount for 
accumulated deprecation. Correcting this error results in a $21,500 increase in the 
revenue requirement. 

Cost of Capital Issues 

Return on Common Equity - Staff's filed evidence calculated MDU's revenue 
requirement using a 9.75% return on equity capital (ROE). Staffs cost of capital 
evidence supported an ROE in the range of 9.0% to 10.0%. The Settlement reflects an 
ROE of 10.075%, slightly higher than the upper end of the recommended range. This 
increment is justified generally in light of the parties ability to reach an overall 



settlement thereby avoiding the time and cost of Commission hearings and, further, in 
light of MDU's agreement to proceed with its proposal to henceforth assume ownership 
of all new and replacement service lines. The cost of service associated with such lines 
that already have been built (and not otherwise recognized in the revenue requirement 
calculation) equal the revenues provided by the incremental return allowance of 
0.075%. Moving from 9.75%to 10.075% increased revenue requirement by 
approximately $46,000. 

Rate Desian Issues 

Distribution of Settlement Increase - In its initial filing, based on its determination of the 
relative rates of return generated from each rate class, Staff recommended that the 
entire approximate $250,000 rate increase, which it was then recommending, be 
assigned to the Firm General Service class ("FGS1'). (Staff witness Towers' testimony, 
pp. 15-21). Montana-Dakota's filing placed 55% of its proposed $2.2 million rate 
increase on Residential customers with the remaining 45%, or $970,000, allocated to 
the FGS class. (Exhibit No. ( T A A - 1 ) .  As explained elsewhere in this Memorandum, 
information subsequently provided by the Company caused Staff to increase its 
recommended rate increase to the $1.3 million level reflected in the Settlement. 

The tariffs reflected in the Settlement would allocate 52% and 48% of the total 
increase, respectively, to the Residential and FGS classes and represent measurable 
movement away from Montana-Dakota's initially-proposed split (55-45), tempered by 
consideration of the impact of the larger-than-average increase to FGS customers. 

Basic Service Charges - In its initial filing, based on an analysis of "customer costs" 
Staff opposed the Company's proposed increases in its fixed monthly Basic Service 
Charges. For example, the Company had proposed to increase its charge to most 
Residential customers from $7.00 to $12.77 (billed as $0.42 per day of service) while 
Staff's analysis identified monthly customer costs of only $6.08. Staff voiced no 
objection to the proposed billing of these charges on a per day basis. 

In the Settlement Staff has agreed to some increase in Basic Service Charges; for 
example, the rate to Residential customers will increase from $7.00 per month to $0.25 
per day, equivalent to $7.60 per month. The principal reason for this deviation from 
Staff's filed position is the Company's agreement, notwithstanding the reduction in its 
proposed rate increase, to proceed with its proposal to henceforth install, own and 
maintain gas service lines (the line from its distribution main to the gas meter on the 
customer's premises). At present, the costs of these lines are the customer's 
responsibility. Staff supports this policy change but also recognizes that the new 
practice will result in higher "customer costs" to be recovered through Basic Service 
Charges. 



DDSM - In its filed case MDU proposed, as an alternative to significantly increased 
customer charges, a mechanism [Distribution Delivery Stabilization Mechanism, 
(DDSM)], which would "correct for the over and under collection of distribution delivery 
charges due to weather fluctuations on an annual basis." The mechanism would apply 
only to Residential and Firm General Service customer classes. Direct testimony 
presented by Staff discussed certain concerns Staff had with the proposal including the 
length of time between measurement of weather conditions and application of the 
adjustment (one year), and the possibility of the mechanism adding to customer 
hardship in paying bills during future periods of extreme weather. Staff also expressed 
concern that certain parts of MDU's Black Hills service territory may experience 
weather conditions which would differ from normal to a different degree than where 
temperature measurements were taken. In settlement negotiations, MDU offered to 
have the DDSM adjustment take place in real time thereby addressing Stars concerns 
about the delayed implementation aspect of the original filing. Staff also performed an 
analysis that showed that temperature deviations from normal are relatively uniform in 
MDU's service area which further eased its concern. 

Staffs direct testimony also referenced public reaction to a similar proposal considered 
in Docket NG92-003, sponsored at that time by Minnegasco. Although Staff remains 
concerned about negative customer reaction to a new adjustment mechanism affecting 
customer billings, we also understand that natural gas price volatility has increased 
dramatically since the Minnegasco docket was considered. While MDU has proposed 
the mechanism as a revenue stability measure, customer billings are also stabilized in 
the same manner. While the mechanism does not affect costs recovered through the 
purchased gas adjustment, it does assess customers the distribution delivery charge 
based on weather normalized volumes as opposed to actual volumes (during the 
months of October through April). Although billed volumes will be higher than actual 
volumes when weather is warmer than normal , they will also be lower than actual 
volumes when weather is colder than normal. Staff found that many jurisdictions have 
such mechanisms in place and have been accepted by customers. In the event of 
severe negative reaction by customers, Staff believes that it could petition the 
Commission to terminate the mechanism at any time or that the Commission itself could 
determine the mechanism to be unacceptable and terminate it at any time pursuant to 
SDCL 49-34A-6 and 496-34A-26. 



Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Revenue Requirement 
Adjusted Test Year Ended June 30,2002 

Staff Proposed 
South Dakota 

Black Hills - Gas 
Adjusted 

Line Description - Test Year 
(a) (b) 

Average Rate Base 

Adjusted Test Year Operating lncome 

Overall Rate of Return 

Proposed Rate of Return 

Required Operating lncome 

lncome Deficiency (Excess) 

Gross Revenue Conversion Factor 

Revenue Deficiency (Excess) 

Gross Receipts Tax (at 0.001 5) 

10 Total Revenue Deficiency (Excess) 1,305,649 

11 Adjusted Test Year Revenue 31,502,895 

12 Revenue Requirement $ 32,808,544 

Exhibit A 
Schedule 4 
Page 1 of 1 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Operating Income Statement With Pro Forma Adjustments and Revenue Adjustment 
Adjusted Test Year Ended June 30,2002 

South Dakota 
Black Hill - Gas 

Test Year 
Per Books 

(b) 

Adjusted 
Test Year 

with Revenue 
Adjustment 

(f) 

Total 
Staff 

Adjustments 
( 4  

Line 
No. - 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 

17 

18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 

30 

3 1 

32 

33 

34 

Adjusted Revenue 
Adjustment 

(e) 

$1,305,649 

1,305,649 

1,956 
456,293 

458,249 

458.249 

Description 
(a) 

Test Year 
(d) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 728, 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes 
Deferred Income Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

Rate Base 

Rate of Return 

Staff Proposed Rate of Return 

NG02-011-KAS - settlement.xls:Exh A Sch 2 
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Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Operating Income Statement With Pro Forma Adjustments 

Line 
No. - 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 

17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

3 1 

Adjusted Test Year Ended June 30, 2002 

. , 
Description 

(a) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 
Natural Gas (accts 804, 805, 808) 
Labor 
Benefits Expense 
lnsurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes (35%) 
Deferred Income Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

South Dakota 
Black Hills - Gas Ad Valorem 

Test Year Postaae Interest Inflation Plant Tax Weather Labor & - 
Per Books Expense Synch. Adjustment Adjustments Adjustment Normalization Payroll Tax Benefits Insurance 

(b) (c) (d) (e) (9 (9) (h) (0 0) (k) 

NG02-011-KAS - settlement.xls:Exh A Sch 3 
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Line 
No. - 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 

17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

31 

Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Operating lncome Statement With Pro Forma Adjustments 
Adjusted Test Year Ended June 30,2002 

lnstitutionall 
Federal Industry Promotional1 Gain on 

Bonus1 Income Tax Association Goodwill Economic Rate Case Depreciation Gross Rcpt Sale of 
Description SlSP Adjustment Dues Advertising Development Expense Adjustment Tax Plant Assets 

(a) (1) (m) (n) (0) (P) (9) (0 (s) (t) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal lncome Taxes (35%) 
Deferred lncome Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

NG02-011-KAS - seHlernentxls:Exh A Sch 3 



Exhibit A 
Schedule 3 
Page 3 of 3 

Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Gas Operating Income Statement With Pro Forma Adjustments 
Adjusted Test Year Ended June 30, 2002 

Ellsworth 
AFB Mgnt. 

Total 
Staff Adjusted 

Test Year 

(Y) 

Line 
No. - Description 

(a) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 804, 805, 808) 
Labor 
Benetits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes (35%) 
Deferred lncome Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

NG02-011-KAS - setUementxls:Exh A Sch 3 



Exhibit B 
Schedule I 
Page 1 of 1 

Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Average Rate Base with Pro Forma Adjustments 
Adjusted Test Year Ending June 30, 2002 

South Dakota 
Black Hills - Gas 

Test Year 
Average 

Per Books 

(b) 

Total Total Staff 
Staff Adjusted Line 

No. - Description 

(4 
Gas Plant in Service (101) 

Distribution (including Intangible - 303) 

General (including Intangible - 303) 

Common (including Intangible 303) 

Total Gas Plant in Service (101) 

Adjustments Rate Base 

(4 (dl 

Gas - Completed Construction Not Classified (1 06) 

Total Plant in Service (1 01 and 106) 

Accumulated Depreciation 
Distribution (including Intangible) 

General (including Intangible) 

C0mm0n (including Intangible) 

Total Accumulated Depreciation 

TOTAL NET GAS PLANT IN SERVICE 

Additions to Rate Base: 
Material and Supplies 
Fuel Stocks 
Prepayments 
Advanced Tax Collection 
Working Capital 
Other 

TOTAL ADDITIONS TO RATE BASE 

Deductions to Rate Base: 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credit 
Customer Advances for Construction 
Customer Deposits 
Accumulated Provision for Uncollectibles 
Accumulated Provision for Injuries and Damages 
Miscellaneous Operating Provisions 
Other 

TOTAL DEDUCTIONS TO RATE BASE 

TOTAL RATE BASE 

NG02-011-KAS - settlernent.xls:Exh B Sch 1 



Exhibit B 
Schedule 2 
Page 1 of 1 

Montana-Dakota Utilities Co. 
Docket NG02-011 
South Dakota Average Rate Base with Pro Fomla Adjustments 
Adjusted Test Year Ending June 30,2002 

South Dakota 
Black Hills -Gas 

Test Year 
Average 

Per Books 
(b) 

Unamortized 
Working Investment Rate Case 
Capital Tax Credit Expense 

(0 (9) ( 4  

Total Total Staff 
Staff Adjusted 

Adjustments Rate Base 

(0 (8 

Line 
No. - 

Plant Depreciation 
Adjustments Adjustment Updates 

(c) (d) (e) 
Description 

(a) 
Gas Plant in Service (101) 

Distribution (including intangible - 303) 

General (including Intangible - 303) 

Common (including intangibie 303) 

Total Gas Plant in Service (101) 

Gas - Completed Construction Not Classified (106) 

Total Gas Plant in Service (101 and 106) 

Accumulated Depreciation 
Distribution (including Intangible) 

General (including Intangible) 

Common (including intangibie) 

Total Accumulated Depreciation 

TOTAL NET GAS PLANT IN SERVICE 

Additions to Rate Base: 
Material and Supplies 
Fuel Stocks 
Prepayments 
Advanced Tax Collection 
Working Capital 
Other 

TOTAL ADDITIONS TO RATE BASE 

Deductions to Rate Base: 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credit 
Customer Advances for Construction 
Customer Deposits 
Accumulated Provision for Uncollectibles 
Accumulated Provision for Injuries and Damages 
Miscellaneous Operating Provisions 
Other 

TOTAL DEDUCTIONS TO RATE BASE 

TOTAL RATE BASE 

NG02-011-KAS - settlement.xls:Exh 6 Sch 2 



Exhibit C 
Schedule 1 
Page I of I 

Montana-Dakota Utilities Co. 
Docket NG02-011 
Proposed Capital Structure and Rate of Return 
Adjusted Test Year Ending June 30,2002 

Line 
No. Source % of Total 

(a) (b) 

I Long Term Debt 43.441 % 

2 Preferred Stock 5.330% 

3 Common Equity 51.229% 

Weighted 
Cost Rate Cost 

(c) (dl 

4 Total 100.000% 

NG02-OI I-KAS - settlement.xls:Exh C Sch 1 



Montana-Dakota Utilities Co. 
Docket NG02-011 
lnterest Synchonization Adjustment 
Adjusted Test Year Ended June 30,2002 

Line Description Amount 
(a) (b) 

1 Average Fate Base 

2 CWlP (not included in rate base) 

3 Investment To Be Financed 

4 Weighted Cost of Debt 

5 Synchronized lnterest Expense 

6 lnterest Expense as filed 

7 Difference In lnterest Expense 

8 Federal Income Tax Adjustment (35%) 

- 1986 tax law change 

Exhibit D 
Schedule 1 
Page 1 of I 

NG02-OI I-KAS - settlernent.xls:Exh D Sch 1 



Exhibit D 
Schedule 2 
Page I of 1 

Montana-Dakota Utilities Co. 
Docket NG02-011 
Cash Working Capital 
Adjusted Test Year Ended June 30,2002 

Line - 

1 
2 
3 
4 
5 
6 
7 
8 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

20 
21 
22 
23 
24 

Description 
(a) 
Operation & Maintenance 
Gas Purchases 
Labor Expense 
Fringe Benefit 
Insurance Expense 
Uncollectible Accounts Exp. 
Regulatory Commission Exp. 
Other 0 & M Expense 

Total 0 & M 

Depreciation & Amortization 
Deferred Income Taxes 
Ad Valorem Tax 
Payroll - FICA 
Payroll - FUTA 
Payroll - SUTA 
S D Gross Receipts Tax 
Federal Income Tax 
Interest on Long Term Debt 
Preferred Stock Dividends 

Total 

Revenue Lag Days 
Expense Lead Days 
Net Days 
Expense per Day 
Cash Working Capital 

South Dakota 
Per Books 

(b) 

Pro Forma 
Adiustments Ex~ense 

Expense 
Per Dav 

Expense Expense 
Lead Days - Dollar Days 

(9 (9) 

NG02-OI I-KAS - settlement.xls:Exh D Sch 2 



Exhibit D 
Schedule 3 
Page I of I 

Montana-Dakota Utilities Co. 
Docket NG02-011 
Tax Collections Available 
Adjusted Test Year Ended June 30, 2002 

South Dakota Pro Forma Collections Collection 
Line Item Per Books Adjustments Collections Per Day Lead Days Available 

(a) (b) (c) (4 (e) (9 (9) 

1 Employee FICA $ 250,469 $ 28,828 $ 279,297.00 $ 765.20 19 $ 14,538.75 
2 Federal Witholding 407,368 36,225 443,593.00 $ 1,215.32 19 $ 23,091.14 
3 South Dakota Sales Tax 1,537,115 52,553.56 1,589,668.56 $ 4,355.26 9.61 $ 41,854.01 
4 Total $ 79,483.90 

NG02-011-KAS - settlement.xls:Exh D Sch 3 



MONTANA-DAKOTA UTILITIES 
REVENUE INCREASE 

COMPARISON 

Exhibit - (MCB-5) 
Schedule 1 
Page 1 of 1 

Test Year Proposed Revenue Percent 
LINE REVENUE INCREASE by CUSTOMER CLASS Dekatherms Dekatherms Revenue Revenue (Inc.lDec.) (Inc./Dec.) 
NO. 

1 RESIDENTIAL 3,085,321 3,085,321 $6,937,382 $7,619,232 $681,850 9.8% 
2 FIRM GENERAL SERVICE 2,120,154 2,120,154 2,386,988 3,010,344 623,356 26.1% 
3 FIRM CONTRACT SERVICE 625,741 625,741 219,558 21 9,558 0 0.0% 
4 ELLSWORTH AIR FORCE BASE 577,549 577,549 36,948 36,948 0 0.0% 
5 MISC. INTERRUPTIBLE TRANSPORT & OTHER REVENUES 1,327,974 1,327,974 446,133 446,321 188 0.0% 

6 TOTAL 7,736,740 7,736,740 $1 O,O27,OlO $1 1,332,403 $1,305,393 13.0% 

Source: 
Line 1 - 5: Exhibit-(MCB-5) Schedule 2, 3, and 4 NG02-011 Rate Design Comparison Per Books - Settlement 9-29.xls 



LINE NO. 

1 
2 
3 
4 

Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

PRESENT PROPOSED 
CUSTOMER CHARGE $7.00 $7.60 
FIRST 10 DEKATHERMS $1,39600 $1.43500 
EXCESS DEKATHERMS $0.89600 $1.43500 
PGA $4.99500 $4.99500 

Rate 600 SMALL METER RESIDENTIAL 

AMOUNT OF % 
PRESENT PROPOSED INCREASE1 INCREASE1 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

Source: 
Exhibit (MCB-5) 
PGA is 12 Month Average Ending 913012003 

Exhibit - (MCB-6) 
Page 1 of 4 

AMOUNT OF PERCENT 
AVERAGE PRESENT ROPOSED INCREASE1 INCREASE1 

MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(F) ('3 (HI (1) (J) (K) 
JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 7.2 DekaTherms 

NG02-011 Rate Design Comparison Per Books - Settlement 9-29.xls 



LINE NO 
21 
22 
23 
24 

25 
26 
27 
28 
29 
30 
3 1 
32 
33 
34 
35 
36 

37 
38 
39 
40 

41 

Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

PRESENT PROPOSED 
CUSTOMER CHARGE $7.50 $1 0.04 
FIRST 15 DEKATHERMS $1 .255OO $1.07800 
EXCESS DEKATHERMS $0.75600 $1.07800 
PGA $4.99500 $4.99500 

Exhibit - (MCB-6) 
Page 2 of 4 

Rate 700 SMALL METER FIRM GENERAL SERVICE 

AMOUNT OF % AMOUNT OF PERCENT 
PRESENT PROPOSED INCREASE1 INCREASE1 AVERAGE PRESENT ROPOSED INCREASE1 INCREASE1 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(A) (B) (C) (D) (El (F) (GI (H) (1) (J) (K) 

Source: 
Exhibit (MCB-5) 
PGA is 12 Month Average Ending 913012003 

JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 25 DekaTherms 

NG02-011 Rate Design Comparison Per Books - Settlement 9-29.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

Exhibit - (MCB-6) 
Page 3 of 4 

LINE NO. PRESENT PROPOSED 
42 CUSTOMER CHARGE $14.00 $7.60 
43 FIRST 10 DEKATHERMS $1 .396OO $1.43500 
44 EXCESS DEKATHERMS $0.89600 $1.43500 
45 PGA $4.99500 $4.99500 

Rate 601 LARGE METER RESIDENTIAL 

AMOUNT OF % AMOUNT OF PERCENT 
PRESENT PROPOSED INCREASE1 INCREASE1 AVERAGE PRESENT ROPOSED INCREASE1 INCREASE1 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(A) (B) (C) (Dl (El (F) (GI (HI (1) (J) (K) 
-45.68% JAN 82 $ 502.06 $ 534.86 32.80 6.5% 

Source: 
Exhibit (MCB-5) 
PGA is 12 Month Average Ending 913012003 

FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 40.4 DekaTherms 

NG02-011 Rate Design Conlparison Per Books - Settlement 9-29.xls 



LINE NO 

63 
64 
65 
66 

67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 

85 

Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

PRESENT PROPOSED 
CUSTOMER CHARGE $15.00 $20.08 
FIRST 15 DEKATHERMS $1,25500 $1,07800 
EXCESS DEKATHERMS $0.75600 $1.07800 
PGA $4.99500 $4.99500 

Exhibit - (MCB-6) 
Page 4 of 4 

Rate 701 LARGE METER FIRM GENERAL SERVICE 

AMOUNT OF % AMOUNT OF PERCENT 
PRESENT PROPOSED INCREASE1 INCREASE1 AVERAGE PRESENT ROPOSED INCREASE1 INCREASE1 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(A) ('3) (C) (Dl (E) (F) (GI (HI (1) (J) (K) 

Source: 
Exhibit (MCB-5) 
PGA is 12 Month Average Ending 913012003 

JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 102.1 DekaTherms 

NG02-011 Rate Design Comparison Per Books - Settlement 9-29.~1s 



Montana-Dakota Utilities 
South Dakota Gas 
Residential Rates 

Per Staff 

Exhibit - (MCB-5) 
Schedule 2 
Page 1 of 2 

LINE CLASS OF SERVICE TYPE OF 5- QUANTITY -< >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- CHANGE -4 

NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

Small Meter 
Residential - Rate 600 

FIRST 10 DekaTherms 
EXCESS DekaTherms 

1.39600 1.43500 3,362,972 
0.89600 1.43500 536,122 

0.25 per day 
7.00 7.60 2,936,682 

0.00000 0.00000 
6,835,777 

CUSTOMER CHARGE BlLL 

PURCHASEDGASADJUSTMENT 
SUB TOTAL DekaTherms 

SMR Rate Unbilled JUN 01 

FIRST 10 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

SMR Rate Weather 

FIRST 10 DekaTherms 
WCESS DekaThens 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL DekaTherms 

SMR Rate Weather - Unbilled JUN 02 

FIRST 10 DekaTherms 
EXCESS DekaThens 

CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

TOTAL RESIDENTIAL - RATE 600 

NG02-011 Rate Design Comparison Per Books - Settlement 9-29.xls 



Montana-Dakota Utilities 
South Dakota Gas 
Residential Rates 

Per Staff 

Exhibit - (MCB-5) 
Schedule 2 
Page 2 of 2 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -c >- RATE ($/UNIT) -C >- REVENUES (IN $) -c >- CHANGE --c 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

43 Large Meter 
44 Residential -Rate 601 
45 
46 FIRST 10 DekaTherms 
47 EXCESS DekaTherms 
48 
49 
50 CUSTOMER CHARGE BILL 
51 
52 PURCHASED GAS ADJUSTMENT 

' 53 SUB TOTAL DekaTherms 
54 
55 LMR Rate Unbilled JUN 01 
56 
57 FIRST 10 DekaThens ' 
58 EXCESS DekaTherms 
59 
60 
61 CUSTOMER CHARGE BILL 
62 
63 SUB TOTAL DekaTherms 
64 
65 LMR Rate Weather 
66 
67 FIRST 10 DekaTherms 
68 EXCESS DekaTherms 
69 
70 
71 CUSTOMER CHARGE BILL 
72 
73 PURCHASED GAS ADJUSTMENT 
74 SUB TOTAL DekaTherms 
75 
76 LMR Rate Weather - Unbilled JUN 02 
77 
78 FIRST 10 DekaTherms 
79 EXCESS DekaThens 
80 
81 
82 CUSTOMER CHARGE BILL 
83 
84 SUB TOTAL DekaTherms 
85 
86 TOTAL RESIDENTIAL - RATE 601 
87 
88 TOTAL RESIDENTIAL 

NG02-011 Rate Design Comparison Per Books - Settlement 9-29.~1s 



Montana-Dakota Utilities 
South Dakota - Gas 

Firm General Service Rates 
Per Staff 

Exhibit - (MCB-5) 
Schedule 3 
Page 1 of 3 

LINE CLASS OF SERVICE TYPE OF s--- QUANTITY -< s- RATE ($/UNIT) -c s- REVENUES (IN $) -c >--- CHANGE ----c 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

- - - ---- - --- ----- - 
Small Meter 
Firm General Service - Rate 700 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL DekaTherms 

SMFG Rate Unbilled JUN 01 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

SMFG Rate Weather Normalization 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL 

0.33 per day 

NGO2-011 Rate Design Comparison Per Books -Settlement 9-29.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Firm General Service Rates 
Per Staff 

LINE CLASS OF SERVICE W P E  OF >- QUANTITY ----< >-- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- CHANGE --< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

-- -- -- -- -- 

SMFG Rate Weather - Unbilled JUN 02 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL 

SMFG Rate Weather - Reclassify Rate 71 and Rate 81 

FIRST 15 DekaTherrns 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL - PER BOOKS 

TOTAL FIRM GENERAL SERVICE - RATE 700 

Lage Meter 
Firm General Service -Rate 701 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL 

LMFG Rate Unbilled JUN 01 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL - PER BOOKS 

0.66 per day 
20.08 231,405 

E x h i b i t  (MCB-5) 
Schedule 3 
Page 2 of 3 

NG02-011 Rate Design Comparison Per Books -Settlement 9-29.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

Firm General Sewice Rates 
Per Staff 

Exhibit' (MCB-5) 
Schedule 3 
Page 3 of 3 

LINE CLASS OF SERVICE TYPE OF >----- QUANTITY - C >- RATE ($/UNIT) -C 2- REVENUES (IN $) -C 2- CHANGE -C 

NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 
- -- -- 

LMFG Rate Weather Normalization 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL 

LMFG Rate Weather - Unbilled JUN 02 

FIRST 15 DekaTherms 
EXCESS DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL - PER BOOKS 

TOTAL FIRM GENERAL SERVICE -RATE 701 

TOTAL FIRM GENERAL SERVICE 

NG02-011 Rate Design Comparison Per Books - Settlement 9-29.xls 



Montana-Dakota Utilities 
South Dakota Gas  

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit- (MCB-5) 
Schedule 4 
Page 1 of 5 

LINE CLASS OF SERVICE TYPE OF L--- QUANTITY -< >-RATE ($/UNIT) -< >-REVENUES (IN $) -< >- INCREASE -c 

NO. &RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Firm Contract Service -Rate 702 

MIN BILLS BILL 
MIN BILLS 

ALL DeltaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DeltaTherms 

F i n  Contract Service - Rate 702 -Weather 

MIN BILLS BlLL 
MIN BlLLS 

ALL DeltaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DeltaTherms 

TOTAL - Firm Contract Service - Rate 702 

NG02-01'1 Rate Design Comparison Per Books - Settlement 9-29.xls 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit- (MCB-5) 
Schedule 4 
Page 2 of 5 

LINE CLASS OF SERVICE TYPE OF >-QUANTITY -c >- RATE ($/UNIT) -c >- REVENUES (IN $) -c >- INCREASE -c 
NO. B RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

23 Ellsworth Air Force Base 
24 
25 MIN BILLS BILL 95.00 95.00 
26 MIN BILLS 
27 ALL OekaTherms 573,249 573,249 0.06200 0.06200 35.541 35,541 0 
28 
29 CUSTOMER CHARGE & MINNUM BILL 12 12 95.00 95.00 1.140 1,140 0 
30 
31 PURCHASED GAS ADJUSTMENT 0.00000 0.00000 0 0 0 
32 SUBTOTAL DekaTherms 573,249 573,249 36,681 36.681 0 
33 
34 EAFB -Weather Normalization 
35 
36 MIN BILLS BILL 
37 MIN BILLS 
38 ALL DekaTherms 
39 
40 CUSTOMER CHARGE & MINNUM BILL 
41 
42 PURCHASED GAS ADJUSTMENT 
43 SUBTOTAL DekaTherms 
44 
45 TOTAL - Ellsworth Air Force Base 
46 

NG02-011 Rate Design Comparison Per Books - Settlement 9-29.xIs 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CLASS OF SERVICE TYPE OF 
NO. &RATE SCHEDULE CODE CHARGE UNIT 

47 Small Interruptible -Rate 71 
48 
49 MIN BILLS BILL 
50 MIN BILLS 
51 ALL DekaThens 
52 
53 CUSTOMER CHARGE & MINNUM BILL 
54 
55 PURCHASED GAS ADJUSTMENT 
56 SUBTOTAL DekaThens 
57 
58 Small Interruptible Rate Unbilled JUN 01 
59 
60 ALL THERMS DekaThens 
61 
62 
63 CUSTOMER CHARGE & MINNUM BILL 
64 
65 SUB TOTAL DekaTherms 
66 
58 Small interruptible - Rate 71 -Weather Normalization 
59 
60 MIN BILLS BILL 
61 MIN BILLS 
62 ALL DekaThens 
63 
64 CUSTOMER CHARGE & MINNUM BILL 
65 
66 PURCHASED GAS ADJUSTMENT 
67 SUBTOTAL DekaTherms 
66 
69 Small interruptible Rate Unbilled JUN 02 
70 
71 ALL DekaThens 
72 
73 
74 CUSTOMER CHARGE BILL 
75 
76 SUBTOTAL DekaThens 
77 
78 Small Interruptible - Rate 71 - Reclassify as Rate 70 
79 
80 MIN BILLS BILL 
81 MIN BILLS 
62 ALL DekaThens 
83 
84 CUSTOMER CHARGE & MINNUM BILL 
65 
86 PURCHASED GAS ADJUSTMENT 
87 SUBTOTAL DekaTherms 
88 
89 TOTAL - SMALL INTERRUPTIBLE - RATE 71 

>- QUANTITY -< >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE -c 
PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT - 

Exhibit - (MC0-5) 
Schedule 4 
Page 3 of 5 

NGOZ-011 Rate Design Comparison Per Books - Settlement 9-29.xls 



LINE CLASS OF SERVICE TYPE OF 
NO. &RATE SCHEDULE CODE CHARGE UNIT 

Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

>- QUANTITY -c >- RATE ($/UNIT) -< 
PRESENT PROPOSED PRESENT PROPOSED 

90 
91 Large Interruptible -Rate 85 
92 
93 MIN BILLS BILL 
94 MIN BILLS 
95 ALL DekaThens 
96 
97 CUSTOMER CHARGE & MINNUM BILL 
98 
99 PURCHASED GAS ADJUSTMENT 
100 SUBTOTAL DekaTherms 
101 
102 TOTAL - LARGE INTERRUPTIBLE - RATE 85 
lo3  
104 Small Interruptible Transportion - Rate 81 
lo5  
106 MIN BILLS BILL 
107 MIN BILLS 
108 ALL DekaThens 
109 
110 CUSTOMER CHARGE & MINNUM BILL 
111 
112 PURCHASED GAS ADJUSTMENT 
113 SUBTOTAL DekaTherms 
114 
115 Small Interruptible Transportion - Rate 81 -Weather NormallzaUon 
116 
117 MIN BILLS BILL 
118 MIN BILLS 
119 ALL DekaThens 
120 
121 CUSTOMER CHARGE & MINNUM BILL 
122 
123 PURCHASED GAS ADJUSTMENT 
124 SUBTOTAL DekaThens 

Exhibit- (MCB-5) 
Schedule 4 
Page 4 of 5 

>-REVENUES (IN $) -< >- INCREASE -< 
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Montana-Dakota Utilities 
South Dakota Gas 

lnterruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CLASS OF SERVICE TYPE OF 
NO. &RATE SCHEDULE CODE CHARGE UNIT 

125 
115 Small Interruptible Transportation - Rate 81 - Cut Out of Service 
116 
117 MIN BILLS BILL 
118 MIN BILLS 
119 ALL DekaTherms 
120 
121 CUSTOMER CHARGE & MINNUM BILL 
122 
123 PURCHASED GAS ADJUSTMENT 
124 SUBTOTAL DekaTherms 
125 
126 Small Interruptible Transportation - Rate 81 - Reclassify as Rate 70 
127 
128 MIN BILLS BILL 
129 MIN BILLS 
130 ALL DekaTherms 
131 
132 CUSTOMER CHARGE & MINNUM BILL 
133 
134 PURCHASED GAS ADJUSTMENT 
135 SUBTOTAL DekaTherms 
136 
126 TOTAL -SMALL INTERRUPTIBLE TRANSPORTATION - RATE 81 
127 
126 
129 Large Interruptible Transportation -Rate 82 
130 
131 MIN BILLS BILL 
132 MIN BILLS 
133 ALL DekaTherrns 
134 
135 CUSTOMER CHARGE & MINNUM BILL 
I36 
137 PURCHASED GAS ADJUSTMENT 
138 SUBTOTAL DekaTherms 
139 
140 Large Interruptible Transportation - Rate 82 -Cut Out of Service 
141 
142 MIN BILLS BILL 
143 MIN BILLS 
144 ALL DekaTherrns 
145 
146 CUSTOMER CHARGE & MINNUM BILL 
147 
148 PURCHASED GAS ADJUSTMENT 
149 SUBTOTAL DekaTherms 
150 
140 TOTAL -LARGE INTERRUPTIBLE TRANSPORTATION -RATE 82 
141 
142 TOTAL -OTHER INTERRUPTIBLE and TRANSPORTATION 

>- QUANTITY -< >- RATE ($/UNIT) -c >- REVENUES (IN $) -< 2- INCREASE -c 

PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Exhibit- (MCB-5) 
Schedule 4 
Page 5 of 5 

NG02-011 Rate Design Comparison Per Books - Settlement 9-29.xls 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER FOR AND NOTICE 
MONTANA-DAKOTA UTILITIES CO. FOR ) OF HEARING TO CONSIDER 
AUTHORITY TO INCREASE RATES FOR SETTLEMENT STIPULATION 
NATURAL GAS SERVICE 1 NG02-01 I 

On December 30, 2002, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills service 
territory. The application seeks an increase in rates in the approximate amount of $2,173,380 or 
approximately 5.8%. On January 16, 2003, the Commission suspended the proposed schedule of 
rates for 90 days beyond January 30, 2003. On April 1, 2003, Commission Staff recommended that 
the suspension of the tariff be further extended for 60 days. 

At its April 1, 2003, meeting, the Commission considered this matter. MDU concurred with 
Staffs recommendation. The Commission voted unanimously to grant the extension sought by 
Commission Staff. On April 30, 2003, the Commission received MDU's motion to continue and 
reschedule the hearing. 

At its May 6, 2003, meeting, the Commission considered this matter. MDU agreed to 
suspend implementing the proposed rate increase for 30 days after the June 29, 2003, expiration 
date. The Commission voted unanimously to grant the continuance. On May 22, 2003, the 
Commission received MDU's motion to extend deadline for rebuttal testimony to June 6, 2003. 

At its June 3, 2003, meeting, the Commission considered this matter. The Commission 
voted unanimously to grant MDU's motion to extend deadline for rebuttal testimony to June 6, 2003. 
On June 13, 2003, the Commission received a motion to continue and reschedule the hearing and 
further suspend rates from MDU and Commission Staff. 

At its June 17, 2003, meeting, the Commission considered this matter. The Commission 
voted unanimously to grant MDU's and Commission Staffs motion to continue and reschedule the 
hearing and further suspend rates. 

On October 27, 2003, the Commission received a joint motion for approval of settlement 
stipulation and staff memorandum supporting settlement stipulation from Staff. 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1-26 and 49- 
34A, including 1-26-1 8, 1-26-1 9, 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-8. 1, 
49-34A-10, 49-34A-11, 49-34A-12, 49-34A-13, 49-34A-13.1, 49-34A-14, 49-34A- 16, 49-34A-17, 49- 
34A-19, 49-34A-19.1, 49-34A-19.2, 49-34A-20, 49-34A-21, 49-34A-22, and 49-34A-23. 

Based on the joint motion for approval of the proposed settlement stipulation and staff 
memorandum supporting settlement stipulation, the Commission shall hear from the parties 
concerning the settlement stipulation on December 2, 2003, at 1:30 P.M., in Room 412, State 
Capitol, 500 East Capitol, Pierre, South Dakota. 

It is therefore 



ORDERED, that the Commission shall hear from the parties concerning the proposed 
settlement stipulation on December 2, 2003, at 1:30 P.M., in Room 412, State Capitol, 500 East 
Capitol, Pierre, South Dakota. 

& 
Dated at Pierre, South Dakota, this / 3' day of November, 2003. 

II CERTIFICATE OF SERVICE 

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

By: 

BY ORDER OF THE COMMISSION: 

ROBERT K. SAHR, Chairman & 



PUBLIC UTILITIES HEARING 
Tuesday, December 2, 2003; 
Governors Inn, Kneip Room 
Pierre, South Dakota 

ASSEMBLAGE 

Person  

P.M. 

Representing 



MONTANA-DAKOTA UTILITIES CO. 
DOCKET NO. NG02-01 I 
COMPLIANCE TARIFFS 

In the matter of the Application of 
Montana-Dakota Utilities Co. for 

Authority to Establish Increased Rates 
For Natural Gas Service in the 

State of South Dakota 



" UTILITIES CO. 
A Division of MDU Resources Group, lnc. 

4W North Fourth S t r ~ t  
Bismarck, ND 58501 
(701) 222-7900 

December 4,2003 

Ms. Pam Bonrud 
Executive Director 
South Dakota Public Utilities 
Commission 

State Capitol Building 
500 East Capitol 
Pierre, SD 57501 

Re: Compliance Natural Gas Rates 
Docket No. NG02-01 I 

Dear Ms. Bonrud: 

Montana-Dakota Utilities Co. (Montana-Dakota), a Division of MDU Resources Group, 
Inc., herewith submits an entire new Gas Tariff - Volume 2 reflecting the effective date 

I 

of Service Rendered on and after December 2,2003 pursuant to the Commission's 
Motion approving the Settlement Stipulation in the above referenced Docket. The Gas 
Tariff in effect prior to December 2, 2003 should be canceled in its entirety. 

The original and ten (1 0) copies of this letter and tariffs have been provided to the 
South Dakota Public Utilities Commission. 

Please acknowledge receipt by stamping or initialing the duplicate copy of this letter 
attached hereto and returning the same in the enclosed self-addressed stamped 
envelope. 

Sincerely, 

Tamie A. Aberle 
Pricing & Tariff Manager 

Attachment 



B t Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4th Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 1 
Original Sheet No. 1 

TABLE OF CONTENTS Canceling Vol. 1 1 5th Rev. Sheet No. I 

Page 1 of 2 

Designation - Title Sheet No. 

Section No. 1 Table of Contents 1 

Section No. 2 Preliminary Statement 1 

Section No. 3 

Rate 60 

Rate 64 

Rate 66 

Rate 70 
Rate 71 
Rate 72 

Rate 81 and 82 

Rate 85 

Rate 87 
Rate 88 
Rate 89 

Rate Schedules 
Rate Summary Sheet 
Residential Gas Service 
Reserved for Future Use 
Ellsworth Air Force Base 
Reserved for Future Use 
East River Natural Gas System 

General Services 
Reserved for Future Use 
Firm General Gas Service 
Small lnterruptible General Gas Service 
Optional Seasonal General Gas Service 
Reserved for Future Use 
Transportation Service 
Reserved for Future Use 
Large lnterruptible General Gas Service 
Reserved for Future Use 
Distribution Delivery Stabilization Mechanism 
Purchased Gas Cost Adjustment 
East River Natural Gas System 

Purchase Gas Cost Adjustment 

Section No. 4 List of Contracts with Deviations I 

Section No. 5 Rules 
Rate 100 General Provisions 

Reserved for Future Use 
Rate 102 Residential Rate for Regular Employees 

Reserved for Future Use 
Rate I I9 Interruptible Gas Service Extension Policy 
Rate 120 Firm Gas Service Extension Policy 

Reserved for Future Use 

Date Filed: December 30,2002 Effective Date: Service rendered on and 1 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. I 
Original Sheet No. 1 .I 

TABLE OF CONTENTS Canceling Vol. 1 6'h Rev. Sheet No. 1.1 

Page 2 of 2 

Rate 124 New Installation, Replacement, Relocation 
and Repair of Gas Service Lines 
Reserved for Future Use 

Rate 134 Rules and Policies for Implementing 
Master Metering Restrictions 

Section No. 6 Sample Forms 
Consumer's Deposit Receipt 
New Customer Application Card 
Gas Meter Order 
Standard Customer Bill 
Disconnect Notice 
Application for Interruptible Natural Gas Service 
Customer Information Booklet 
Discontinuance Notice for Unauthorized Use of Service 
Third Party Notice 
Deferred Installment Agreement Form 
Agreement by Property Owner or Agent to Pay Utility 

Bills During Periods When Property is Unoccupied 
Form Advising Property Owner Tenant is Vacating 

Premises and Service Has Been Connected in 
Property Owner's Name per an Agreement 

Guarantee of Payment for Natural Gas and/or Electric 
Service by a Second Party in Lieu of a Deposit 

Deposit Warning Letter 
Deposit Request 
Final Notice Prior to Disconnect 
Interruptible General Gas Service Agreement 
Request for Firm Natural Gas Sales Service 
Gas Transportation Agreement 
Customers Agreement for Gas Extension 
Gas Service Order 
Facilities Relocation Agreement 
Warning Notice 
Temporary Construction Heat Agreement 

Date Filed: December 30,2002 Effective Date: Service rendered on and 1 
after December 2,2003 

Issued By: Donald R. Ball 1 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



C Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 2 
Original Sheet No. 1 

Canceling Vol. 1 5th Rev. Sheet No. 1 
PRELIMINARY STATEMENT 

Page 1 of 2 

PRELIMINARY STATEMENT 
*Designates Region Office 

Montana-Dakota Utilities Co. serves twenty-six (26) towns and their environs in eleven 
(1 1) counties in South Dakota with natural gas. Counties served are: 

Butte 
Edmunds 
Harding 
Hughes 

Lawrence 
Meade 
Pennington 
Potter 

Stanley 
Sully 
Walworth 

Communities served under Rate 66 are designated (66), all other communities are served 
under the otherwise applicable rates. 

Bismarck Reqion 

Bowdle (66) Glenham (66) 
Gettysburg (66) lpswich (66) 
Mobridge (66) 

Rapid City Reqion 

Agar (66) Deadwood 
Belle Fourche Lead 
Black Hawk Onida (66) 
Box Elder Piedmont 
Camp Crook Ft. Pierre (66) 
Central City Pierre (66) 

Roscoe (66) 
Sel by (66) 

Pluma 
*Rapid City 
St. Onge 
Spearfish 
Sturgis 
Terraville 
Whitewood 

Date Filed: December 30,2002 Effective Date: Service rendered on and 

Issued By: Donald R. Ball I 

Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



r Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 2 
Original Sheet No. 1 .I 

Canceling Vol. 1 dh Rev. Sheet No. I .I 
PRELIMINARY STATEMENT 

Page 2 of 2 

TYPES AND CLASSES OF SERVICES 

The Company will furnish natural gas service for existing residential and small commercial 
customers. Where economically feasible the Company will extend its service lines to new 
customers if the Company's gas supply is adequate. 

The following symbols shall be used in rate filings with the Public Utilities Commission: 

(c) To signify changed listing, rule, or condition which may affect rates or 
charges. 

(D) To signify discontinued material, including listing, rate, rule or condition. 

(1) To signify increase. 

(L) To signify material relocated from or to another part of tariff schedules with 
no change in text, rate, rule or condition. 

(N) To signify new material including listing, rate, rule or condition. 

(R) To signify reduction. 

(T) To signify change in wording of text but no change in rate, rule or 
condition. 

Date Filed: December 30,2002 Effective Date: Service rendered On and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-01 I 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4th Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 1 

RATE SUMMARY SHEET 
Page 1 of 1 

ate Schedule 
Sheet 

No. 

mall lnterruptible Gas Rate 71 

)ptional Seasonal Gas 
Service Rate 72 

Meters rated < 500 cubic feet 
Meters rated > 500 cubic feet 

Winter Gas Usage 
Summer Gas Usage 

esidential Rate 60 

llsworth Air Force Base Rate 64 

ast River Gas System Rate 66 
Meters rated < 500 cubic feet 
Meters rated > 500 cubic feet 

irm General Service Rate 70 
Meters rated c 500 cubic feet 
Meters rated > 500 cubic feet 

'ransportation Service 
Small lnterruptible Rate 81 

Maximum 
Minimum 
Fuel Charge 

Large lnterruptible Rate 82 
Maximum 
Minimum 
Fuel Charge 

2 

5 

7 

11 

.arge Interruptible Gas Rate 85 1 26 

Distribution 
Basic Service Delivery 

Charge Charge 

$0.25 per day $1.435 

$0.062 

$2.00 per month 
$4.00 per month $1.761 

$0.33 per day 
$0.66 per day $1.078 

$1 25.00 per month 

$50.00 per month 

$0.33 per day 
$0.66 per day 

(Maximum: 

$0.453 

$1.078 

1 (Maximum) 

$200.00 per month 

$1 50.00 per month / $0.177 

$0.177 
$0.090 

PGA 
Items 

Total 
Ratel Dk 

$7.303 

$4.669 

$8.088 

$6.946 
(Maximum, 

(Maximum) 

Date Filed: December 30, 2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President - Regulatory Affairs 

Docket No.: NG02-011 



3 Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 2 

Canceling Vol. 1 I gth Rev. Sheet No. 1 
RESIDENTIAL GAS SERVICE Rate 60 

Page I of 1 

Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all domestic uses. See Rate 100, 53.3, for definition of class of service. 

Rate: 
Basic Service Charge: $0.25 per day 

Distribution Delivery Charge: $1.435 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: December 30,2002 Effective Date: Service rendered on and I 

after December 2,2003 I 
Issued By: Donald R. Ball 

Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4th street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 5 

Canceling Vol. 1 2" Rev. Sheet No. 5 
ELLSWORTH AIR FORCE BASE Rate 64 

Page 1 of 2 

Availability: 
Service under this rate schedule is available, on an interruptible basis, to the 
Ellsworth Air Force Base (EAFB). 

Rate: 
Basic Service Charge: $95.00 per month 

Distribution Delivery Charge: $0.062 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, §V. 1 1, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

Gas Delivery Management Fee: 
In addition to the charges set forth above, all volumes of natural gas delivered 
under this rate schedule shall be subject to a gas Delivery Management Fee. 
The charge per dk is a negotiable fee subject to approval by the South Dakota 
Public Utilities Commission. 

Date Filed: December 30,2002 Effective Date: Service rendered on and , 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



,- Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 5.1 

Canceling Vol. 1 2" Rev. Sheet No. 5.1 
ELLSWORTH AIR FORCE BASE Rate 64 

Page 2 of 2 

General Terms and Conditions: 

PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 
subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the 
interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the Provisions of Rate 100, sV.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so by 
the Company, any gas taken shall be billed at the Firm General Gas 
Service Rate 70 (distribution delivery charge and cost of gas), plus either an 
amount equal to any penalty payments or overrun charges the Company is 
required to make to its interconnecting pipeline(s) under the terms of its 
contract(s) as a result of such failure to curtail or interrupt, or $30.00 per dk 
of gas used in excess of the volume of gas to which customer was 
requested to curtail or interrupt, whichever amount is greater. The 
Company, in its discretion, may shut off customer's supply of gas in the 
event of customer's failure to curtail or interrupt use of gas when requested 
to do so by the Company. 

3. CONTRACT - Terms of service other than the rate shall be as specified in 
contracts between EAFB and the Company. 

4. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Date Filed: December 30, 2002 Effective Date: Service rendered on and 1 
after December 2,2003 I 

Issued By: Donald R. Ball I 

Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



fi Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 

V w  Bismarck. ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Original Sheet No. 7 
Canceling Vol. 1 1 Rev. Sheet No. 7 

EAST RIVER NATURAL GAS SYSTEM 
GENERAL SERVICES Rate 66 

Page 1 of 1 

Availability: 
For all purposes in the following communities, except for resale: 

Agar Glenham Pierre 
Bowdle lpswich Roscoe 
Ft. Pierre Mobridge Selby 
Gettysburg Onida 

Rate: 
Basic Service Charge Per Month: 

For customers with meters rated under 500 cubic feet per hour $2.00 
For customers with meters rated over 500 cubic feet per hour $4.00 

Distribution Delivery Charge: All dk @$I .761 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 89 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134, and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
I 

after December 2,2003 
Issued By: Donald R. Ball 

j 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-01 I 



'W *% -%- 
Montana-Dakota Utilities Co. v{ A Division of MDU Resources Group, Inc. 

. 400 N 4'h street vw Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 1 1 

Canceling Vol. 1 2" Rev. Sheet No. 11 
FIRM GENERAL GAS SERVICE Rate 70 

Page 1 of 2 

Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all purposes except for resale. See Rate 100, sV.3, for definition on class of 
service. 

Rate: 
Basic Service Charge: 

For customers with meters rated $0.33 per day 
under 500 cubic feet per hour 

For customers with meters rated $0.66 per day 
over 500 cubic feet per hour 

Distribution Delivery Charge: $1.078 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.1 I, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 

Date Filed: December 30, 2002 Effective Date: Service rendered on and j 
after December 2,2003 I 

Issued By: Donald R. Ball I 

Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 11 .I 

FIRM GENERAL GAS SERVICE Rate 70 
Page 2 of 2 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: December 30, 2002 Effective Date: Service rendered on and , 
after December 2,2003 I 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck. ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 12 

Canceling Vol. 1 1'' Rev. Sheet No. 12 
SMALL INTERRUPTIBLE GENERAL GAS SERVICE Rate 71 

Page 1 of 3 

Availability: 
In all communities served, except for communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load will 
exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery point 
and whose use of natural gas will not exceed 40,000 dk annually. The rates herein 
are applicable only to customer's interruptible load. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service agreement. 
Customer's firm load shall be billed at Firm General Gas Service Rate 70. For 
interruption purposes, the maximum daily firm requirement shall be set forth in the 
firm service agreement. 

Rate: 
Basic Service Charge: $50.00 per month 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

$0.453 per dk 
$0.131 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on the 
bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Date Filed: December 30, 2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 12.1 

Canceling Vol. 1 IS' Rev. Sheet No. 12.1 
SMALL INTERRUPTIBLE GENERAL GAS SERVICE Rate 71 

Page 2 of 3 

General Terms and Conditions: 
1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the interest 
of its customers whose capacity requirements are otherwise and hereby given 
preference. The priority of service and allocation of capacity shall be 
accomplished in accordance with the Provisions of Rate 100, sV.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so by 
the Company, any gas taken shall be billed at the Firm General Gas Service 
Rate 70 (distribution delivery charge and cost of gas), plus either an amount 
equal to any penalty payments or overrun charges the Company is required 
to make to its interconnecting pipeline(s) under the terms of its contract(s) as 
a result of such failure to curtail or interrupt, or $30.00 per dk of gas used in 
excess of the volume of gas to which customer was requested to curtail or 
interrupt, whichever amount is greater. The Company, in its discretion, may 
shut off customer's supply of gas in the event of customer's failure to curtail 
or interrupt use of gas when requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. If mutually agreed to by the 
Company and customer, the term of service reflected in such agreement may 
be amended. Upon expiration of service, the customer may apply for and 
receive, at the sole discretion of the Company, gas service under another 
appropriate rate schedule for the customer's operations. 
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4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be required as specified in the service 
agreement to notify Company of an anticipated change in daily operations. 
Failure to comply with requirements specified in the service agreement may 
result in the assessment of penalties to the customer equal to the penalty 
amounts Company must pay to the interconnecting pipeline caused by 
customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment required 
for daily measurement will be installed by the Company, at its sole discretion, 
prior to the initiation of service hereunder. 

The customer shall be required to provide and maintain, at no cost to 
Company, a 120 volt, 15 ampere, AC power supply, or other power source 
acceptable to the Company, and acceptable telephone service available at 
customer's meter location(s). Customer agrees to provide and maintain, at 
no cost to the Company, any necessary telephone enhancements to assure 
Company of a quality telephone signal necessary to properly transmit data. 
The customer shall pay all charges for continuous electric and telephone 
service associated with the Company's connection of the remote data 
acquisition equipment, and any interruption in such services must be promptly 
remedied or service under this tariff will be suspended until satisfactory 
corrections have been made. 

The Company reserves the right to charge for each service call to investigate, 
repair and/or reprogram the Company's remote data acquisition equipment 
when the service call is the result of a failure or change in communication or 
power source provided by customer or damage to Company's equipment. 

6. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
customers otherwise qualifying for service under Firm General Gas Service Rate 
70. See Rate 100, sV.3, for definition of class of service. 

Rate: 
Basic Service Charge: 

For customers with meters rated 
under 500 cubic feet per hour 

For customers with meters rated 
over 500 cubic feet per hour 

Distribution Delivery Charge: 

Cost of Gas: 
Winter - Bills rendered October 1 through March 31 

Summer - Bills rendered April 1 through September 30 

$0.33 per day 

$0.66 per day 

$1.078 per dk 

Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be consid ered past due if not paid b! the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 
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General Terms and Conditions: 
1. TERM - The customer agrees to contract for service under the Optional 

Seasonal General Gas Service Rate 72 for a minimum of one year. 

2. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 

Date Filed: December 30, 2002 Effective k i te :  Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. ' 400 N 4Ih Street 

Y y @  
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 22 

Canceling Vol. 1 1'' Rev. Sheet No. 22 
TRANSPORTATION SERVICE Rates 81 and 82 

Page 1 of 9 

Availability: 
This service is applicable, except for customers served on Rate 66, for 
transportation of natural gas to customer's premise (metered at a single delivery 
point) through Company's distribution facilities. In order to obtain transportation 
service, customer must qualify under an applicable gas transportation service rate; 
meet the general terms and conditions of service provided hereunder; and enter 
into a gas transportation agreement upon request by the Company. 

The transportation services are as follows: 

Small lnterruptible General Gas Transportation Service Rate 81: 
Transportation service is available for all general gas service customers whose 
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour, 
metered at a single delivery point whose average use of natural gas will not exceed 
40,000 dk annually, and who, absent the request for transportation service, are 
eligible for natural gas service, on an interruptible basis, pursuant to Company's 
effective Small lnterruptible General Gas Service Rate 71. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be treated and billed in accordance with the 
provisions of Firm General Gas Service Rate 70. 

Large lnterruptible General Gas Transportation Service Rate 82: 
Transportation service is available for all general gas service customers whose 
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour, 
metered at a single delivery point, whose average use of natural gas will exceed 
40,000 dk annually, and who, absent the request for transportation service, are 
eligible for natural gas service on an interruptible basis, pursuant to Company's 
effective Large lnterruptible General Gas Service Rate 85. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be treated and billed in accordance with the 
provisions of Firm General Gas Service Rate 70. 
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Rate: 
Basic Service Charge: 
Rate 81 $125.00 per month 11 
Rate 82 $200.00 per month 21 

11 In the event customer takes service through one meter under both Rates 71 and 
81, the base rate under Rate 81 shall be waived. 

21 In the event customer takes service through one meter under both Rates 85 and 
82, the base rate under Rate 82 shall be waived. 

Under Rates 81 or 82 customer shall pay a negotiated rate not more than the maximum 
rate or less than the minimum rate specified below. (The per dk charge is applicable to 
all dk of natural gas transported under the terms of this rate.) 

Rate 81 Rate 82 

Maximum Rate per dk $0.453 $0.1 77 

Minimum Rate per dk $0.131 $0.090 

Balancing Charge per dk $0.300 $0.300 

Fuel Charge: 
Applicable to all dk transported to customers located within the distribution system. 
Charge does not apply to transmission level customers. See Rate Summary Sheet 
for currently effective charge. 

GENERAL TERMS AND CONDITIONS: 
I. CRITERIA FOR SERVICE - In order to receive the service, customer must 

qualify under one of the Company's applicable natural gas transportation 
service rates and comply with the general terms and conditions of the service 
provided herein. The customer is responsible for making all arrangements for 
transporting the gas from its source to the Company's interconnection with the 
delivering pipeline(s). 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 I 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 2 @ 
400 N 4'h Street 

@ Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 22.2 

Canceling Vol. 1 2" Rev. Sheet No. 22.2 
TRANSPORTATION SERVICE Rates 81 and 82 

Page 3 of 9 

REQUEST FOR GAS TRANSPORTATION SERVICE: To qualify for gas 
transportation service a customer must request the service pursuant to the 
provisions set forth herein. The service shall be provided only to the extent 
that the Company's existing operating capacity permits. 

MULTIPLE SERVICES THROUGH ONE METER: 
a. In the event customer desires firm sales service in addition to gas 

transportation service, customer shall request such firm volume 
requirements, and upon approval by Company, such firm volume 
requirements shall be set forth in a firm service agreement. For billing 
purposes, the level of volumes so specified or the actual volume used, 
whichever is lower, shall be billed at Rate 70. Volumes delivered in 
excess of such firm volumes shall be billed at the applicable gas 
transportation rate. Customer has the option to install, at their 
expense, piping necessary for separate measurement of sales and 
transportation volumes. 

b. The customer shall pay, in addition to charges specified in the 
applicable gas transportation rate schedule, charges under all other 
applicable rate schedules for any service in addition to that provided 
herein (irrespective of whether the customer receives only gas 
transportation service in any billing period). 

PRIORITY OF SERVICE - Company shall have the right to curtail or interrupt 
deliveries without being required to give previous notice of intention to curtail 
or interrupt, whenever, in its judgment, it may be necessary to do so to protect 
the interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the provisions of Rate 100, sV.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 
curtail or interrupt their use of gas hereunder when requested to do so by the 
Company, any gas taken above that received on the customer's behalf, shall 
be billed at the Firm General Gas Service Rate 70 (distribution delivery charge 
and cost of gas), plus either an amount equal to any penalty payments or 
overrun charges the Company is required to make to its interconnecting 
pipeline(s) under the terms of its contract(s) as a result of such failure to curtail 
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or interrupt, or $30.00 per dk of gas used in excess of the volume of gas to 
which customer was requested to curtail or interrupt, whichever amount is 
greater. The Company, in its discretion, may shut off customer's supply of gas 
in the event of customer's failure to curtail or interrupt use of gas when 
requested to do so by the Company. 

6. NON-DELIVERED VOLUMESIPENALTY: 
a. In the event customer uses more gas than is being delivered to the 

Company's interconnection with the delivering pipeline(s) (receipt 
point), customer shall pay an amount equal to any penalty payments or 
overrun charges the Company is required to make to its 
interconnecting pipeline(s) under the terms of its contract(s) resulting 
from such action by customer. In the event that more than one 
customer is obtaining gas from the same shipper and/or agent at the 
same receipt point, any payment or overrun penalties the Company is 
required to make shall be allocated on a pro rata basis among such 
customers on the basis of each customer's use of gas in excess of 
available volumes. 

b. In the event the customer's gas is not being delivered to the receipt 
point for any reason and the customer continues to take gas, the 
customer shall be subject to any applicable penalties or charges set 
forth in Paragraph 6.a. Gas volumes supplied by Company will be 
billed at Firm General Service Rate 70 (distribution delivery charge and 
cost of gas). The Company is under no obligation to notify customer of 
non-delivered volumes. 

c. In the event customer's transportation volumes are not available for 
any reason, customer may take interruptible sales service if such 
service is available. The availability of interruptible sales service shall 
be determined at the sole discretion of the Company. 

7. ELECTION OF SERVICE - Prior to the initiation of service hereunder, the 
customer shall make an election of its requirements under each applicable rate 
schedule for the entire term of service. If mutually agreed to by the Company 
and customer, the term of service may be amended. Upon expiration of 
service, the customer may apply for and receive, at the sole discretion of the 
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Company, gas service under the appropriate sales rate schedule for the 
customer's operations. 

8. RECONNECTION FEE - Transportation customers who cease service and 
then resume service within the succeeding I 2  months shall be subject to a 
reconnection charge as specified in Rate 100, 5jV.18. 

9. BALANCING: 
a. To the extent practicable, customer and Company agree to the daily 

balancing of volumes of gas received and delivered on a thermal basis. 
Such balancing is subject to the customer's request and the Company's 
discretion to vary scheduled receipts and deliveries within existing 
Company operating limitations. If, at the end of a billing month, the 
accumulated difference between actual gas deliveries to the customer 
and nominated (scheduled) receipts on behalf of such customer exceeds 
4% of that month's scheduled receipts, resulting in a negative imbalance 
(i.e., deliveries exceed scheduled receipts), the customer will be 
assessed a balancing charge, set forth herein, on the imbalance 
exceeding 4%. If such imbalance is not eliminated by the end of the next 
monthly billing period, the customer shall then be billed, in addition to the 
applicable transportation rate, a penalty for the under nominated volume 
exceeding 4% at the Firm General Gas Service Rate 70 (distribution 
delivery charge and cost of gas). The accumulated difference between 
the actual gas deliveries to the customer and nominated (scheduled) 
receipts on behalf of such customer will be adjusted for the volume on 
which a penalty was imposed. If, at the end of a billing month, the 
accumulated difference between nominated (scheduled) receipts on 
behalf of such customer and actual gas deliveries to the customer 
exceeds 4% of that month's scheduled receipts, resulting in a positive 
imbalance (i.e., scheduled receipts exceed deliveries), the customer will 
be assessed a balancing charge, set forth herein, on the imbalance 
exceeding 4%. If such imbalance is not eliminated by the end of the next 
monthly billing period, (1) the Company may adjust the volume of gas 
received on behalf of the customer so as to eliminate the prior period 
over nomination exceeding 4% up to 10% and (2) the Company shall 
retain the over nomination of gas exceeding 10% free and clear of any 
adverse claims relating thereto when such accumulated difference 
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exceeds 50 dk. The accumulated difference between the actual gas 
deliveries to the customer and nominated (scheduled) receipts on behalf 
of such customer will be adjusted for the volume retained. 

In the event customer's imbalance causes the Company to incur a 
balancing penalty from its interconnecting pipeline(s), customer shall pay 
any penalty payments or overrun charges the Company is required to 
make under the terms of its contract(s) with interconnecting pipeline(s) 
resulting from such action by customer. In the event that more than one 
customer is obtaining gas from the same shipper andlor agent at the 
same interconnection with a delivering pipeline, any payment or overrun 
penalties the Company is required to make shall be apportioned among 
such customers on the basis of each customer's contribution toward the 
imbalance. 

c. Customer's nominations made to clear imbalances will be subject to the 
priority of service and allocation of capacity provisions set forth in Rate 
100, §V.10, and the penalties for failure to curtail or interrupt use of gas 
set forth in Paragraph 5 of this rate schedule. 

d. Termination of the gas transportation service shall not relieve Company 
and customer of the obligation to correct any quantity imbalances 
hereunder or customer of the obligation to pay money due hereunder to 
Company. 

e. The Company may waive any penalty associated with Company 
adjustments to end-use customer nominations in those instances where 
the Company, due to operating limitations, is required to adjust end-use 
transportation customer nominations and such Company adjustments 
create a penalty situation, or preclude a customer from correcting an 
imbalance which results in a penalty. 

10. NOMINATION VARIANCE CHARGE - The customer shall pay, any payments 
the Company must make to its interconnecting pipeline(s), as a result of 
nomination variance penalties caused by customer's nomination variances. 
Such penalties will be allocated on the basis of each customer's contribution 
toward the nomination variance. 
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METERING REQUIREMENTS Remote data acquisition equipment required 
by the Company for daily measurement will be purchased and installed by the 
Company prior to the initiation of service hereunder. The cost of the 
equipment and its installation shall be paid for by the customer. Such 
contribution in aid, as adjusted for federal income taxes, shall be paid prior to 
the installation of such equipment unless otherwise agreed to by the 
Company. Such equipment will be maintained by the Company and will 
remain the sole property of the Company. Company may remove such 
equipment when service hereunder is terminated. The customer shall provide 
and maintain, at no cost to Company, a 120 volt, 15 ampere, AC power supply 
or other power source acceptable to the Company and acceptable telephone 
service at customer's meter location(s). Customer agrees to provide and 
maintain, at no cost to the Company, any necessary telephone enhancements 
to assure Company of a quality telephone signal necessary to properly 
transmit data. The customer shall pay all charges for continuous electric and 
telephone service associated with the Company's connection of the remote 
data acquisition equipment, and any interruption in such services must be 
promptly remedied or service under this tariff will be suspended until 
satisfactory corrections have been made. 

DAILY NOMINATION REQUIREMENTS: 
a. Customer or customer's shipper and/or agent shall advise Company's 

gas nominations center, by 11:30 a.m. Central Clock Time, of the dk 
requirements customer has requested to be delivered at each delivery 
point during the following day. Customer's daily nomination shall be its 
best estimate of the expected utilization for the gas day. Unless other 
arrangements are made, customer will be required to nominate for the 
non-business days involved prior to weekends and holidays. 

b. All nominations should include shipper and/or agent defined begin and 
end dates. Shippers andlor agents may nominate for periods longer 
than I day, provided the nomination begin and end dates are within the 
term of the service agreement. 

c. The Company has the sole right to refuse receipt of any volumes which 
exceed the maximum daily contract quantity and at no time shall the 
Company be required to accept quantities of gas for a customer in 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 22.7 

Canceling Vol. 1 lSt Rev. Sheet No. 22.7 
TRANSPORTATION SERVICE Rates 81 and 82 

Page 8 of 9 

excess of the quantities of gas to be delivered to customer. If total 
nominated receipts exceed total deliveries at receipt points where more 
than one customer is receiving service, nominations will be allocated on 
a pro rata basis. At no time shall Company have the responsibility to 
deliver gas in excess of customer's nomination. 

d. In the event that more than one customer is receiving gas from the same 
shipper and/or agent at the same receipt point, any reduction in 
nominated volumes will be allocated on a pro rata basis, unless 
Company and shipper(s) and/or agent@) have agreed to a 
predetermined allocation procedure. 

WARRANTY - The customer, customer's agent, or customer's shipper 
warrants that it will have title to all gas it tenders or causes to be tendered to 
the Company, and such gas shall be free and clear of all liens and adverse 
claims and the customer, customer's agent, or customer's shipper shall 
indemnify the Company against all damages, costs, and expenses of any 
nature whatsoever arising from every claim against said gas. 

FACILITY EXTENSIONS - If facilities are required in order to furnish gas 
transportation service, and those facilities are in addition to the facilities 
required to furnish firm gas service, the customer shall pay for those additional 
facilities and their installation in accordance with the Company's applicable 
natural gas extension policy. Company may remove such facilities when 
service hereunder is terminated. 

PAYMENT - Billed amounts will be considered past due if not paid by the due 
date shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, sV.1 I, or any amendment or 
alterations thereto. 

BILLING ERROR - In the event an error is discovered in any bill that the 
Company renders to customer, such error shall be adjusted within a period not 
to exceed 6 months from the date the billing error is first discovered. 

AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. 

- 
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18. RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
In all communities served, except those communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load 
will exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery 
point and whose use of natural gas will exceed 40,000 dk annually. The rates 
herein are applicable only to customer's interruptible load. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be billed at Firm General Gas Service Rate 
70. For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. The Company reserves the right to refuse the 
initiation of service under this rate schedule based on the availability of gas 
supply. 

This rate schedule shall not apply for service to U. S. Government installations, 
which are covered by separate special contracts. 

Rate: 
Basic Service Charge: $150.00 per month 

Distribution Delivery Charge: 

Maximum Rate $0.177 per dk 
Minimum Rate $0.090 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V.11, or any amendments or alterations thereto. 
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Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

General Terms and Conditions: 
I. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates. Customers taking service 
hereunder agree that the Company without prior notice shall have the right 
to curtail or interrupt such service whenever, in Company's sole judgment, 
it may be necessary to do so to protect the interest of its customers whose 
capacity requirements are otherwise and hereby given preference. The 
priority of service and allocation of capacity shall be accomplished in 
accordance with the provisions of Rate 100, sV.10. 

2. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer 
fails to curtail or interrupt their use of gas hereunder when requested to do 
so by the Company any gas taken shall be billed at the Firm General Gas 
Service Rate 70 (distribution delivery charge and cost of gas), plus either 
an amount equal to any penalty payment(s) or overrun charges the 
Company is required to make to its interconnecting pipeline(s) under the 
terms of its contract(s) as a result of such failure to curtail or interrupt, or 
$30.00 per dk of gas used in excess of the volume of gas to which 
customer was requested to curtail or interrupt, whichever amount is 
greater. The Company, in its discretion, may shut off customer's supply of 
gas in the event of customer's failure to curtail or interrupt use of gas when 
requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required 
to enter into an agreement for service hereunder. If mutually agreed to by 
the Company and customer, the term of service reflected in such 
agreement may be amended. Upon expiration of service, the customer 
may apply for and receive, at the sole discretion of the Company, gas 
service under another appropriate rate schedule for the customer's 
operations. 
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4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be required as specified in the service 
agreement to notify Company of an anticipated change in daily operations. 
Failure to comply with requirements specified in the service agreement 
may result in the assessment of penalties to the customer equal to the 
penalty amounts Company must pay to the interconnecting pipeline 
caused by customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment 
required for daily measurement will be installed by the Company, at its sole 
discretion, prior to the initiation of service hereunder. 

The customer shall be required to provide and maintain, at no cost to 
Company, a 120 volt, 15 ampere, AC power supply, or other power source 
acceptable to the Company, and acceptable telephone service available at 
customer's meter location(s). Customer agrees to provide and maintain, at 
no cost to the Company, any necessary telephone enhancements to 
assure company of a quality telephone signal necessary to properly 
transmit data. The customer shall pay all charges for continuous electric 
and telephone service associated with the Company's connection of the 
remote data acquisition equipment, and any interruption in such services 
must be promptly remedied or service under this tariff will be suspended 
until satisfactory corrections have been made. 

The Company reserves the right to charge for each service call to 
investigate, repair and/or reprogram the Company's remote data 
acquisition equipment when the service call is the result of a failure or 
change in communication or power source provided by customer or 
damage to Company's equipment. 

6. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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APPLICABILITY: 
This rate schedule represents a Distribution Delivery Stabilization Mechanism 
(DDSM) and specifies the procedure to be utilized to correct for the overlunder 
collection of distribution delivery charge revenues due to weather fluctuations 
during the period from October 1 through April 30. Service provided under the 
Company's Residential Rate 60 and Firm General Service Rate 70 shall be subject 
to decreases or increases under the DDSM. 

DISTRIBUTION DELIVERY STABILIZATION MECHANISM: 
A DDSM will be determined for each customer taking service under Residential 
Service Rate 60 and Firm General Service Rate 70 beginning with the first billing 
cycle starting November 1 through the billing cycle ending May 1. The DDSM 
adjustment will be applied as a surcharge or credit on all rate schedules to which 
the DDSM is applicable. 

DDSM ADJUSTMENT CALCULATION: 
The DDSM Adjustment shall be determined for each customer taking service 
under Residential Rate 60 or Firm General Service Rate 70. In order to calculate 
the respective DDSM adjustment, the ratio of the normal HDDs as compared to 
the actual HDDs will be determined and multiplied by the temperature sensitive 
consumption per customer per HDD, as determined in the most recent general 
rate case. The resulting product shall be multiplied by the applicable Distribution 
Delivery Charge rate per dk. 

DDSMi = Ri (D D Fi ((N D D-AD D)lN D D)) 

Where: 
DDSMi = Distribution Delivery Stabilization Adjustment 
i = Customer served under Rate Schedule 60 or 70 
Ri = Applicable Distribution Delivery Charge per dk 
DDFi = Temperature sensitive use per customer 
NDD = Normal degree days for the applicable bill cycle 
ADD = Actual heating degree days for the applicable bill cycle 
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DEFINITIONS: 
Heating Degree 
Days 

Normal Degree 
Days 

Temperature 
Sensitive 
Use per 
Customer 

Actual Degree 
Days 

The average of the daily high and low temperatures as 
reported by the National Weather Service station located at 
the Rapid City Regional Airport subtracted from 65 degrees 
Fahrenheit. 

The heating degree days based on the 30-year average for 
the period 1 970-2000. 

Customer's actual use less the base use per customer per 
day, denoted below, multiplied by days in the billing period. 
Residential (Rate Code 600 and 601)=0.0630 DkIDegree Day 
Firm General (Rate Code 700) = 0.0929 DkIDegree Day 
Firm General (Rate Code 701) = 1.2728 DkIDegree Day 

The actual degree days reported by the National Weather 
Service Stations located at the Rapid City Regional Airport. 
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1. Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) 
provision and specifies the procedure to be utilized to adjust the rates for gas 
sold under Montana-Dakota's rate schedules, with the exception of General 
Service Rate 66, in order to reflect: (a) changes in Montana-Dakota's average 
cost of gas supply and (b) amortization of the Unrecovered Purchased Gas 
Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the first day 

of each month, unless the Commission shall otherwise order. 

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of gas 
supply only when the amount of change in such PGA is at least 10 (ten) cents 
per dk compared to the currently effective adjustment. The adjustment to be 
effective May I shall be filed each year, regardless of the amount of the 
change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas supply 

as compared to the cost of gas supply approved in its most recent PGA. The 
cost of gas supply shall be the sum of all costs incurred in obtaining gas for 
general system supply. General system supply is defined as gas available for 
use by all customers served under retail sales rate schedules excluding Rate 
66. The cost of gas supply shall include, but not be limited to, all demand, 
commodity, storage, gathering, and transportation charges incurred by 
Montana-Dakota for such gas supply, the overall rate of return on prepaid 
demand and commodity charges and gas storage balances required to maintain 
the system gas supply and hedging program gains, losses and transaction 
costs related to system gas supply. 

(b) The PGA shall be computed as follows: 

(1) Demand costs shall include all annual gathering, transportation and 
storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation and 
storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas costs 
estimated to be in effect for the month the PGA will be in effect and 
annual dk requirements. 

(4) The return on prepaid demand and commodity balances and storage 
balances shall be computed on an annual basis at the overall rate of 
return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, weather 
normalized dk deliveries for the most recent twelve month period adjusted to reflect 
losses. 

(c) Monthly gas costs shall be calculated as follows: 

(1) Demand costs shall be apportioned to all state jurisdictions served by 
Montana-Dakota on the basis of the overall ratio of each state's Maximum 
Daily Delivery Quantity (MDDQ). 

(2) Demand costs for large interruptible sales customers shall be stated on a 
100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition of 
gas for general system supply shall be apportioned to each state on the 
basis of total dks sold in each state, regardless of the actual points of 
delivery of such gas. 

.) The return requirement related to prepaid demand and commodity 
charges and gas storage balances shall be included on a per dk basis. 
The prepaid demand and storage balances shall be apportioned to all 
states on the basis of each state's MDDQ. The prepaid commodity 
charges shall be apportioned to all states on the basis of annual dks sold 
in each state. The unit cost shall be calculated using a thirteen month 
average balance and the currently authorized return on rate base. 
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(5) All costs related to specific end-use transactions shall not be included in 
the cost of gas supply determination but shall be directly billed to the 
customer(s) contracting for such service. 

(d) The PGA shall be applied to each of Montana-Dakota's rate schedules 
excluding Rate 66, recognizing differences among customer classes consistent 
with the cost of gas supply included in the applicable class sales rate. 

4. Surcharge Adjustment: 
All sales rate schedules shall be subject to a Surcharge Adjustment to be 
effective on May I of each year. The Surcharge Adjustment per dk sold shall 
reflect amortization of the applicable balance in the Unrecovered Purchased 
Gas Cost Account calculated by dividing the applicable balance by the 
estimated dk sales for the twelve months following the effective date of the 
adjustment. 

5. Unrecovered Purchase Gas Account: 
(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as 

calculated in accordance with Subsection 5(b) are: 

(1) Charges for gas supply which Montana-Dakota is unable to reflect in a 
Purchased Gas Cost Adjustment by reason of the ten cent minimum 
limitation set forth in Subsection 2(b). 

(2) Amounts of increasedldecreased charges for gas supplies which were 
paid during any period after the effective date of the most recent general 
rate case, but not yet included in sales rates. 

(3) Refunds received from supplier(s) with respect to gas supply. Such 
refunds received shall be credited to the Unrecovered Purchased Gas 
Cost Account. 

(4) Carrying charges or credits as determined in Section 5(b)(2). 

(5) Demand costs recovered from the large interruptible sales customers will 
be credited to the residential, firm general service and small interruptible 
customers. 
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(b) (1) The amount to be included in the Unrecovered Purchased Gas Cost 
Account in order to reflect the items specified in Subsections 5(a)(l), (2), 
and (3) shall be calculated as follows: 

(i) Montana-Dakota shall first determine each month the unit cost for 
that month's natural gas supply as adjusted to levelize demand 
charges. 

Such adjustment to levelize supplier(s) demand charges shall be 
calculated as follows: 

The suppliers' annual (calendar or fiscal) demand charges, which 
are payable in equal monthly payments, shall be accumulated in a 
prepaid account (FERC Account 165). Each month a portion of 
such accumulated prepaid amount shall be amortized to cost of 
natural gas purchased (FERC Account 804). Such monthly 
amortization shall be based on a rate calculated by dividing the 
annual supplier(s) demand charges by projected annual natural 
gas sales units (calendar or fiscal, as appropriate). The resulting 
product shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute the 
monthly amortization of prepaid supplier(s) demand charges to 
cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each month's unit cost 
the unit cost for gas supply which is reflected in the currently effec- 
tive PGA. 

(iii) The resulting difference (which may be positive or negative) shall 
be multiplied by the dks sold during that month under each rate 
schedule. The resulting amounts shall be reflected in an 
Unrecovered Purchased Gas Cost Account for each rate schedule. 
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(2) Montana-Dakota will calculate carrying charges on the amounts in the 
Unrecovered Purchased Gas Cost Account, Account 191, at the rate of 
interest for a three-month Treasury Bill as published monthly by the 
Federal Reserve Board for the preceding month. The amount to be 
included in Account 191 for carrying charges shall be determined as 
follows: each month, Account 191 shall be debited (if the balance in 
said account is a debit balance) and shall be credited (if the balance in 
said account is a credit balance) for a carrying charge, which shall be 
the product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the immediately 
preceding month, exclusive of carrying charges accrued pursuant 
to this Subsection (b)(2) and net of the related deferred tax 
amounts in Accounts 283 or 190, as appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in a 
supplementary Unrecovered Purchased Gas Cost Account for 
each rate schedule, and carrying charges shall not be computed 
on the amounts in such supplementary account. 

Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

(1) The amounts in the Unrecovered Purchased Gas Cost Account shall be 
decreased each month by an amount determined by multiplying the 
currently effective surcharge adjustment included in rates for that month 
(as calculated in Section 4) by the dks sold during that month under 
each rate schedule excluding Rate 66. The account shall be increased 
in the event the adjustment is a negative amount. 

(2) The amount amortized each month shall be applied pro rata between the 
amounts in the Unrecovered Purchased Gas Cost Account specified in 
Subsections 5(a)(l), (2), (3) and (5) and the amounts in the 
supplementary Unrecovered Purchased Gas Cost Account specified in 
Subsection 5(a)(4). 
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6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting currently 
effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly show 
the derivation of the relevant amounts. 

Date Filed: December 30, 2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 

Y q @  
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 30 

Canceling Vol. 1 4th Rev. Sheet No. 30 
EAST RIVER NATURAL GAS SYSTEM 
PURCHASED GAS COST ADJUSTMENT Rate 89 

Page I of 6 

1 Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) provision 
and specifies the procedure to be utilized to adjust the rates for gas sold under 
General Services Rate 66 in order to reflect: (a) changes in Montana-Dakota's 
average cost of gas supply and (b) amortization of the Unrecovered Purchased 
Gas Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the 

first day of each month, unless the Commission shall otherwise order. 

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of 
gas supply only when the amount of such change in PGA is at least 10 
(ten) cents per dk compared to the currently effective adjustment. The 
adjustment to be effective May 1 shall be filed each year, regardless of 
the amount of the change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas 

supply for the East River System as compared to the cost of gas supply 
approved in its most recent PGA. The cost of gas supply shall be the sum 
of all costs incurred in obtaining gas for delivery at interconnections with 
South Dakota Intrastate Pipeline (SDIP). The East River System supply is 
defined as gas available for use by all customers served under General 
Services Rate 66. The cost of gas supply shall include, but not be limited 
to, all demand, commodity, storage, gathering, and transportation charges 
incurred by Montana-Dakota for such gas supply, the overall rate of return 
on prepaid demand and commodity charges and gas storage balances 
required to maintain the East River System gas supply and hedging 
program gains, losses and transaction costs related to the East River 
System gas supply. 

(b) The PGA shall be computed as follows: 

(1) Demand Costs, if applicable, shall include all annual gathering, 
transportation and storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation 
and storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas 
costs estimated to be in effect for the month the PGA will be in 
effect and annual dk requirements. 

(4) The return on prepaid demand and commodity balances and 
storage balances, if applicable, shall be computed on an annual 
basis at the overall rate of return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, 
weather normalized dk deliveries for the most recent twelve-month period 
adjusted to reflect losses. 

(c) Monthly gas costs shall be calculated as follows: 
(I) Demand costs if applicable, shall be apportioned to all state 

jurisdictions served by Montana-Dakota on the basis of the overall 
ration of each state's Maximum Daily Delivery Quantity (MDDQ). 

(2) Demand costs for interruptible and specified contract service 
customers shall be stated on a 100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition 
of gas for the East River System Supply. 

(4) The return requirement related to prepaid demand and commodity 
charges and gas storage balances, if applicable, shall be included 
on a per dk basis. The prepaid demand and storage balances shall 
be apportioned to all states on the basis of each state's MDDQ. 
The prepaid commodity charges shall be apportioned to all states 
on the basis of annual dk's sold in each state. The unit cost shall 
be calculated using a thirteen month average balance and the 
currently authorized return on rate base. 
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(iii) The resulting difference (which may be positive or negative) 
shall be multiplied by the dks sold during that month under 
General Services Rate 66. The resulting amounts shall be 
reflected in an Unrecovered Purchased Gas Cost Account 
for each rate schedule. 

(2) Montana-Dakota will calculate carrying charges on the amounts in 
the Unrecovered Purchased Gas Cost Account, Account 191, at the 
rate of interest for a three-month Treasury Bill as published monthly 
by the Federal Reserve Board for the preceding month. The 
amount to be included in Account 191 for carrying charges shall be 
determined as follows: each month, Account 191 shall be debited 
(if the balance in said account is a debit balance) and shall be 
credited (if the balance in said account is a credit balance) for a 
carrying charge, which shall be the product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the 
immediately preceding month, exclusive of carrying charges 
accrued pursuant to this Subsection (b)(2) and net of the 
related deferred tax amounts in Accounts 283 or 190, as 
appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in 
a supplementary Unrecovered Purchased Gas Cost 
Account for each rate schedule, and carrying charges shall 
not be computed on the amounts in such supplementary 
account. 

(c) Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

(1) The amounts in the Unrecovered Purchased Gas Cost Account 
shall be decreased each month by an amount determined by 
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multiplying the currently effective surcharge adjustment included in 
rates for that month (as calculated in Section 4) by the dks sold 
during that month under General Services Rate 66. The account 
shall be increased in the event the adjustment is a negative 
amount. 

The amount amortized each month shall be applied pro rata 
between the amounts in the Unrecovered Purchased Gas Cost 
Account specified in Subsections 5(a)(l), (2), (3) and the amounts 
in the supplementary Unrecovered Purchased Gas Cost Account 
specified in Subsection 5(a)(4). 

6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting 
currently effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly 
show the derivation of the relevant amounts. 
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Name and Location 
of Customer 

Morris, Inc. 

Merillat Corporation 

Execution 
and 

Type or Class Expiration 
of Service Dates 

Firm 05-1 0-01 
Commercial To 

11-16-1 1 

Firm 05-01 -98 
Commercial To 

10-31 -03 

Most Comparable 
Reqular Tariff 

Schedule Contract 
No. Differences 

Rate 66 Rate 

Rate 70 Rate 
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I. PURPOSE: 
These rules are intended to define good practice which can normally be expected, 
but are not intended to exclude other accepted standards and practices not 
covered herein. They are intended to ensure adequate service to the public and 
protect the Company from unreasonable demands. 

The Company undertakes to furnish service subject to the rules and regulations of 
the Public Utilities Commission of South Dakota and as supplemented by these 
general provisions, as now in effect or as may hereafter be lawfully established, 
and in accepting service from the Company, each customer agrees to comply with 
and be bound by said rules and regulations and the applicable rate schedules. 

11. DEFINITIONS: 
The following terms used in this tariff shall have the following meanings, unless 
otherwise indicated: 

AGENT - The party authorized by the transportation service customer to act on 
that customer's behalf. 

APPLICANT - A customer requesting Company to provide service. 

COMMISSION - Public Utilities Commission of the State of South Dakota. 

COMPANY - Montana-Dakota Utilities Co. 

COMPANY'S OPERATING CONVENIENCE - The utilization, under certain circum- 
stances, of facilities or practices not ordinarily employed which contribute to the 
overall efficiency of Company's operations. This does not refer to the customer's 
convenience nor to the use of facilities or adoption of practices required to comply 
with applicable laws, ordinances, rules or regulations, or similar requirements of 
public authorities. 

CURTAILMENT - A reduction of transportation or retail natural gas service 
deemed necessary by the Company. Also includes any reduction of transportation 
natural gas service deemed necessary by the pipeline. 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-01 I 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 1.3 

Canceling Vol. I 2" Rev. Sheet No. 1.3 
GENERAL PROVISIONS Rate 100 

Page 4 of 20 

CUSTOMER - Any individual, partnership, corporation, firm, other organization or 
government agency supplied with service by Company at one location and at one 
point of delivery unless otherwise expressly provided in these rules or in a rate 
schedule. 

DELIVERY POINT - The point at which customer assumes custody of the gas 
being transported. This point will normally be at the outlet of Company's meter(s) 
located on customer's premises. 

GAS DAY - Means a period of twenty-four consecutive hours, beginning and 
ending at 9:00 A.M. Central Clock Time. 

HOUSEHOLD - A family or a group of people who live together. 

INDEBTED HOUSEHOLD - A group of people living together among whom there 
is one who is indebted to a gas utility for service provided previously to the 
residence for which service is now sought. 

INTERRUPTION - A cessation of transportation or retail natural gas service 
deemed necessary by Company. 

NOMINATION - The daily dk volume of natural gas requested by customer for 
transportation and delivery to customer at the delivery point during a gas day. 

PIPELINE - The transmission company(s) delivering natural gas into company's 
system. 

RATE - Shall mean and include every compensation, charge, fare, toll, rental and 
classification, or any of them, demanded, observed, charged or collected by the 
Company for any service, product, or commodity, offered by the Company to the 
public, and any rules, regulations, practices or contracts affecting any such 
compensation, charge, fare, toll, rental or classification. 

RECEIPT POINT - The intertie between Company and the interconnecting 
pipeline(s) at which point Company assumes custody of the gas being transported. 

SHIPPER - The party with whom the Pipeline has entered into a service 
agreement for transportation services. 
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Ill. CUSTOMER OBLIGATIONS: 
APPLICATION FOR SERVICE - A  customer desiring gas service must make 
application to the Company before commencing the use of the Company's 
service. The Company reserves the right to require a signed application or 
written contract for service to be furnished. All applications and contracts for 
service must be made in the legal name of the customer desiring the service. 
The Company may refuse a customer or terminate service to a customer who 
fails or refuses to furnish reasonable information requested by the Company 
for the establishment of a service account. Any customer who uses gas ser- 
vice in the absence of application or contract shall be subject to the 
Company's rates, rules, and regulations and shall be responsible for payment 
of all service used. 

Subject to rates, rules, and regulations, the Company will continue to supply 
gas service until notified by customer to discontinue the service. The 
customer will be responsible for payment of all service furnished through the 
date of discontinuance. 

Any customer may be asked to make a deposit as required. 

INPUT RATING -All new customers whose consumption of gas for any 
purpose will exceed an input of 2,500,000 Btu per hour, metered at a single 
delivery point, shall consult with the Company and furnish details of estimated 
hourly input rates for all gas utilization equipment. Where system design 
capacity permits, such customers may be served on a firm basis. Where 
system design capacity is limited, and at Company's sole discretion, Company 
will serve all such new customers on an interruptible basis only. Architects, 
contractors, heating engineers and installers, and all others should consult 
with the Company before proceeding to design, erect or redesign such 
installations for the use of natural gas. This will insure that such equipment 
will conform to the Company's ability to adequately serve such installations 
with gas. 
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ACCESS TO CUSTOMER'S PREMISES - Company representatives, when 
properly identified, shall have access to customer's premises at all reasonable 
times for the purpose of reading meters, making repairs, making inspections, 
removing the Company's property, or for any other purpose incidental to the 
service. 

COMPANY PROPERTY - The customers shall exercise reasonable diligence 
in protecting the Company's property on their premises, and shall be liable to 
the Company in case of loss or damage caused by their negligence or that of 
their employees. 

INTERFERENCE WITH COMPANY PROPERTY -The customer shall not 
disconnect, change connections, make connections or otherwise interfere with 
Company's meters or other property or permit same to be done by other than 
the Company's authorized employees or representatives. 

RELOCATED LINES -Where Company facilities are located on a public or 
private utility easement and customer erects or installs a building, over gas 
facilities (Company-owned main, Company-owned service line or customer- 
owned service line) the customer shall be charged for line relocation on the 
basis of actual costs incurred by the Company including any required 
easements. 

NOTIFICATION OF LEAKS -The customer shall immediately notify the 
Company at its office of any escape of gas in or about the customer's 
premises. 

TERMINATION OF GAS SERVICE -All customers are required to notify the 
Company, to prevent their liability for service used by succeeding tenants, when 
vacating their premises. Upon receipt of such notice, the Company will read 
the meter and further liability for service used on the part of the vacating 
customer will cease. 

REPORTING REQUIREMENTS - Customer shall furnish Company all informa- 
tion as may be required or appropriate to comply with reporting requirements of 
duly constituted authorities having jurisdiction over the matter herein. 
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IV. LIABILITY: 
CONTINUITY OF SERVICE -The Company will use all reasonable care to 
provide continuous service but does not assume responsibility for a regular 
and uninterrupted supply of gas service and will not be liable for any loss, 
injury, death, or damage resulting from the use of service, or arising from or 
caused by the interruption or curtailment of the same. 

CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in 
any other way does the Company give any warranty, express or implied, as to 
the adequacy, safety or other characteristics of any structures, equipment, 
lines, appliances or devices owned, installed or maintained by the customer or 
leased by the customer from third parties. 

COMPANY EQUIPMENT AND USE OF SERVICE - The Company will not be 
liable for any loss, injury, death or damage resulting in any way from the 
supply or use of gas or from the presence or operation of the Company's 
structures, equipment, lines, appliances or devices on the customer's 
premises, except loss, injuries, death, or damages resulting from the 
negligence of the Company. 

INDEMNIFICATION - Customer agrees to indemnify and hold Company 
harmless from any and all injury, death, loss or damage resulting from 
customer's negligent or wrongful acts under and during the term of service. 
Company agrees to indemnify and hold customer harmless from any and all 
injury, death, loss or damage resulting from Company's negligent or wrongful 
acts under and during the term of service. 

FORCE MAJEURE - In the event of either party being rendered wholly or in 
part by force majeure unable to carry out its obligations, then the obligations of 
the parties hereto, so far as they are affected by such force majeure, shall be 
suspended during the continuance of any inability so caused. Such causes or 
contingencies affecting the performance by either party, however, shall not 
relieve it of liability in the event of its concurring negligence or in the event of 
its failure to use due diligence to remedy the situation and remove the cause in 
an adequate manner and with all reasonable dispatch, nor shall such causes 
or contingencies affecting the performance relieve either party from its 
obligations to make payments of amounts then due hereunder, nor shall such 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck. ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 1.7 

Canceling Vol. 1 lSt Rev. Sheet No. 1.7 
GENERAL PROVISIONS Rate 100 

Page 8 of 20 

causes or contingencies relieve either party of liability unless such party shall 
give notice and full particulars of the same in writing or by telephone to the 
other party as soon as possible after the occurrence relied on. If volumes of 
customer's gas are destroyed while in Company's possession by an event of 
force majeure, the obligations of the parties shall terminate with respect to the 
volumes lost. 

The term "force majeure" as employed herein shall include, but shall not be 
limited to, acts of God, strikes, lockouts or other industrial disturbances, failure 
to perform by any third party, which performance is necessary to the 
performance by either customer or Company, acts of the public enemy or 
terrorists, wars, blockades, insurrections, riots, epidemics, landslides, 
lightning, earthquakes, fires, storms, floods, washouts, arrest and restraint of 
rulers and peoples, civil disturbances, explosions, breakage or accident to 
machinery or lines of pipe, line freeze-ups, sudden partial or sudden entire 
failure of gas supply, failure to obtain materials and supplies due to 
governmental regulations, and causes of like or similar kind, whether herein 
enumerated or not, and not within the control of the party claiming suspension, 
and which by the exercise of due diligence such party is unable to overcome; 
provided that the exercise of due diligence shall not require settlement of labor 
disputes against the better judgment of the party having the dispute. 

The term "force majeure" as employed herein shall also include, but shall not 
be limited to, inability to obtain or acquire, at reasonable cost, grants, 
servitudes, rights-of-way, permits, licenses, or any other authorizations from 
third parties or agencies (private or governmental) or inability to obtain or 
acquire at reasonable cost necessary materials or supplies to construct, 
maintain, and operate any facilities required for the performance of any 
obligations under this agreement, when any such inability directly or indirectly 
contributes to or results in either party's inability to perform its obligations. 
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V. GENERAL TERMS AND CONDITIONS: 
1 AGREEMENT - Upon request of the Company, customer may be required to 

enter into an agreement for any service. 

2. RATE OPTIONS -Where more than one rate schedule is available for the 
same class of service, the Company will assist the customer in selecting the 
applicable rate schedule(s). The Company is not required to change a 
customer from one rate schedule to another more often than once in twelve 
months unless there is a material change in the customer's load which alters 
the availability and/or applicability of such rate(s), or unless a change 
becomes necessary as a result of an order issued by the Commission or a 
court having jurisdiction. The Company will not be required to make any 
change in a fixed term contract except as provided therein. 

3. RULES FOR APPLICATION OF GAS SERVICE: 
a. Residential gas service is available to any residential customer for 

domestic purposes only. Residential gas service is defined as service for 
general domestic household purposes in space occupied as living 
quarters, designed for occupancy by one family. Typical service would 
include the following: separately metered units, such as single private 
residences, single apartments, mobile homes and sorority and fraternity 
houses (this is not an all-inclusive list). In addition, auxiliary buildings on 
the same premise as the living quarters, used for residential purposes, or 
for the producing operations of a farm or ranch, may be served on the 
residential rate. 

b. Nonresidential service is defined as service provided to a business 
enterprise in space occupied and operated for nonresidential purposes. 
Typical service would include stores, offices, shops, restaurants, boarding 
houses, hotels, service garages, wholesale houses, filling stations, barber 
shops, beauty parlors, master metered apartment houses, common areas 
of shopping malls or apartments (such as halls or basements), churches, 
elevators, schools and facilities located away from the home site (this is 
not an all-inclusive list). 
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c. The definitions above are based upon the supply of service to an entire 
premise through a single delivery and metering point. Separate supply for 
the same customer at other points of consumption may be separately 
metered and billed. 

d. If separate metering is not practical for a single unit (one premise) that is 
using gas for both domestic purposes and for conducting business (or for 
nonresidential purposes as defined herein), the customer will be billed 
under the predominate use policy. Under this policy, the customer's 
combined service is billed under the rate (Residential or Nonresidential) 
applicable to the type of service which constitutes 50% or more of the 
customer's total connected load. 

e. Other classes of service furnished by the Company shall be defined in 
applicable rate schedules or in rules and regulations pertaining thereto. 
Service to customers for which no specific rate schedule is applicable shall 
be billed on the Nonresidential rates. 

4. DISPATCHING - Transportation customers will adhere to gas dispatching 
policies and procedures established by Company to facilitate transportation 
service. Company will inform customer of any changes in dispatching policies 
that may affect transportation services as they occur. 

5. RULES COVERING GAS SERVICE TO MANUFACTURED HOMES - The 
rules and regulation for providing gas service to manufactured homes are in 
accordance with the Code of Federal Regulations (24CFR Part 3280 - 
Manufactured Home Construction and Safety Standards) Subpart G and H 
which pertain to gas piping and appliance installation. In addition to the above 
rules, the Company also follows the regulations set forth in the NFPA 501A, 
Fire Safety Criteria for Manufactured Home Installations, Sites, and 
Communities. This information is available at Montana-Dakota Utilities Co.3 
offices. 

6. CONSUMER DEPOSITS - The Company will determine whether or not a 
deposit shall be required of an applicant for gas service in accordance with 
commission rules. 
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a. The amount of such deposit shall not exceed one-sixth of the estimated 
annual bill. If a customer has no deposit or one which is inadequate in 
comparison with his recent bills for service the Company may collect an 
additional amount in order to bring the total deposit up to the foregoing 
standard. Should a customer be unable to pay the full amount of the 
deposit, the Company shall accept payment of the deposit in reasonable 
installments not to exceed four months. 

b. The Company may accept in lieu of a cash deposit a contract signed by a 
guarantor, satisfactory to the Company, whereby the payment of a 
specified sum not to exceed the required cash deposit is guaranteed. The 
term of such contract shall automatically terminate after the customer has 
established credit that would result in return of a deposit or at the 
guarantor's request upon sixty days written notice to the Company. 
However, no agreement shall be terminated without the customer having 
made satisfactory settlement for any balance which the customer owes the 
Company. Upon termination of a guarantee contract a new contract or a 
cash deposit may be required by the Company. 

c. The customer may in lieu of a deposit be placed on an early payment list 
whereby customer shall pay the service bill within a minimum of five 
working days. However for early payment, early disconnection shall be 
proper when a customer fails to pay the service bill within a minimum of 
five working days. 

A deposit shall earn interest at the rate of 7% per year for such period as 
the customer receives service. Interest shall be credited to the customer's 
account annually during the month of December. 

Deposits with interest shall be refunded to customers at termination 
provided all billings for service have been paid. Deposits with interest will 
be refunded to all active customers, after the deposit has been held for 
twelve months, provided satisfactory credit has been established. 
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7. METERING AND MEASUREMENT: 
a. Company will meter the volume of natural gas delivered to customer at the 

delivery point. Such meter measurement will be conclusive upon both 
parties unless such meter is found to be inaccurate, in which case the 
quantity supplied to customer shall be determined by as correct an 
estimate as it is possible to make, taking into consideration the time of 
year, the schedule of customer's operations and other pertinent facts. 
Company will test meters in accordance with applicable state utility rules 
and regulations. 

b. Transportation customers agree to provide the cost of the installation of 
remote data acquisition equipment to Company before transportation 
service is implemented. 

8. MEASUREMENT UNIT FOR BILLING PURPOSES - The measurement unit 
for billing purposes shall be one ( I )  decatherm (dk), unless otherwise 
specified. Billing will be calculated to the nearest one-tenth (1110) dk. One dk 
equals 10 therms or 1,000,000 Btu's. Dk's shall be calculated by the 
application of a thermal factor to the volumes metered. This thermal factor 
consists of: 

a. An altitude adjustment factor used to convert metered volumes at local 
sales base pressure to a standard pressure base of 14.73 psia, and 

b. A Btu adjustment factor used to reflect the heating value of the gas 
delivered. 
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9. UNIT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose of 
measurement shall be one (1) cubic foot of gas at either local sales base 
pressure or 14.73 psia, as appropriate, and at a temperature base of sixty de- 
grees Fahrenheit (60" F). All measurement of natural gas by orifice meter 
shall be reduced to this standard by computation methods, in accordance with 
procedures contained in ANSI-API Standard 2530, First Edition, as amended. 
Where natural gas is measured with positive displacement or turbine meters, 
correction to local sales base pressure shall be made for actual pressure and 
temperature with factors calculated from Boyle's and Charles' Laws. Where 
gas is delivered at 20 psig or more, the deviation of the natural gas from 
Boyle's Law shall be determined by application of Supercompressibility Factors 
for Natural Gas published by the American Gas Association, Inc., copyright 
1955, as amended or superseded. Where gas is measured with electronic 
correcting instruments at pressures greater than local sales base, 
supercompressibility will be calculated in the corrector using AGA-31NX-19, as 
amended, supercompressiblity calculation. Supercompressibility factor 
adjustments will be waived on monthly billed volumes of 250 dk or less. 

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of 
Service from Highest to Lowest: 
a. Priority 1 - Firm sales service. 
b. Priority 2 - Small interruptible sales and small interruptible 

transportation services at the maximum rate on a pro rata basis. 
c. Priority 3 - Large interruptible sales and large interruptible 

transportation services at the maximum rate on a pro rata basis. 
d. Priority 4 - Small interruptible sales and small interruptible 

transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

e. Priority 5 - Large interruptible sales and large interruptible 
transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

f. Priority 6 - Gas scheduled to clear imbalances. 
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Montana-Dakota shall have the right, in its sole discretion, to deviate from 
the above schedule when necessary for system operational reasons and if 
following the above schedule would cause an interruption in service to a 
customer who is not contributing to an operational problem on 
Montana-Dakota's system. 

Montana-Dakota reserves the right to provide service to customers with a 
lower priority while service to higher priority customers is being curtailed 
due to restrictions at a given delivery or receipt point. When such 
restrictions are eliminated, Montana-Dakota will reinstate sales and/or 
transportation of gas according to each customer's original priority. 

11. LATE PAYMENT -Amounts billed will be considered past due if not paid 
by the due date shown on the bill. An amount equal to 1% per month will 
be applied to any unpaid balance existing at the immediate subsequent 
billing date, provided however, that such amount shall not apply where a 
bill is in dispute or a formal complaint is being processed. All payments 
received will apply to the customer's account prior to calculating the late 
payment charge. Those payments applied shall satisfy the oldest portion 
of the bill first. 

12. RETURNED CHECK CHARGE - A charge of $20.00 will be collected by 
the Company for each check charged back to the Company by a bank. 

13. TAX CLAUSE - In addition to the charges provided for in the gas tariffs of 
the Company, there shall be charged pro rata amounts which, on an 
annual basis, shall be sufficient to yield to the Company the full amount of 
any sales, use or excise taxes, whether they be denominated as license 
taxes, occupation taxes, business taxes, privilege taxes, or otherwise, 
levied against or imposed upon the Company by any municipality, political 
subdivision, or other entity, for the privilege of conducting its utility 
operations therein. 

The charges to be added to the customers' service bills under this clause 
shall be limited to the customers within the corporate limits of the 
municipality, political subdivision or other entity imposing the tax. 
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14. UTILITY CUSTOMER SERVICES: 
a. The following services will be performed at no charge regardless of the 

time of performance: 

1. Fire and explosions calls. 

2. Investigate hazardous condition on customer premises, such as 
gas leaks, odor complaints, combustible fumes. 

3. Maintenance or repair of Company-owned facilities on the 
customer's premises. 

b. The following service calls will be performed at no charge during the 
Company's normal business hours: 

1. Cut-ins and cut-outs. 

2. Lighting pilots, inspecting, and adjusting gas equipment in 
connection with establishing service when working cut-in orders. 

3. High bills or inadequate service complaints. 

4. Location of undergrohd Company facilities and customer-owned 
gas service lines for contractors, builders, plumbers, etc. 

5. Service calls for routine cut-ins, when the order is received prior to 
12:OO P.M. on a regular work day will be considered as non- 
chargeable regardless if work is performed outside of normal 
working hours. 

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS 
HOURS - For service requested by customers after the Company's 
normal business hours, a charge will be made for labor at standard 
overtime service rates and material at retail prices. 

Customers requesting service after the Company's normal business hours 
will be informed of the after hour service rate and encouraged to have the 
service performed during normal business hours. 
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16. NOTICE TO DISCONTINUE GAS SERVICE - Customers desiring to 
have their gas service discontinued shall notify the Company during 
regular business hours, one business day before service is to be 
disconnected. Such notice shall be by letter, personal visit or telephone 
call to the Company's local business office, in communities in which an 
office is maintained. In other communities such notice shall be given to 
the Company's representative who services the community or to the 
nearest business office. Saturdays, Sundays and legal holidays are not 
considered business days. 

17. INSTALLING TEMPORARY METERING FACILITIES OR SERVICE - A 
customer requesting a temporary meter installation and service will be 
charged on the basis of direct costs incurred by the Company. 

18. RECONNECTION FEE FOR SEASONAL OR TEMPORARY 
CUSTOMERS - A customer who requests reconnection of service, at a 
location where same customer discontinued the same service during the 
preceding 12-month period will be charged the Basic Service Charge 
applicable during the period service was not being used or a minimum of 
$30.00 during normal business hours. The minimum will be based on 
standard overtime rates for reconnecting service after normal business 
hours. 

Transportation customers who cease service and then resume service 
within the succeeding 12 months shall be subject to a reconnection 
charge of $1 60.00 whenever reinstallation of the remote data acquisition 
equipment is necessary. 

19. DISCONNECTION OF SERVICE FOR NONPAYMENT OF BILLS -All 
amounts billed for service are due when rendered and will be considered 
delinquent if not paid by due date shown on the bill. If any customer shall 
become delinquent in the payment of amounts billed, such service may be 
discontinued by the Company under the applicable rules of the 
Commission. The Company may collect a fee of $25.00 before restoring 
gas service which has been disconnected for nonpayment of service bills 
during normal business hours. Standard overtime rates will apply for 
services performed after normal business hours. 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 1 . I6  

Canceling Vol. 1 lSt Rev. Sheet No. 1 . I 6  
GENERAL PROVISIONS Rate 100 

Page 17 of 20 

20. DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN 
NONPAYMENT OF BILLS - The Company reserves the right to 
discontinue service for any of the following reasons: 

a. In the event of customer use of equipment in such a manner as to 
adversely affect the Company's equipment or service to others. 

b. In the event of tampering with the equipment furnished and owned 
by the Company. 

c. For violation of or noncompliance with the Company's rules on file 
with the Commission. 

d. For failure of the customer to fulfill the contractual obligations 
imposed as conditions of obtaining service. 

e. For refusal of reasonable access to property to the agent or 
employee of the Company for the purpose of inspecting the 
facilities or for testing, reading, maintaining or removing meters. 

The right to discontinue service for any of the above reasons may be 
exercised whenever and as often as such reasons may occur, and any 
delay on the part of the Company in exercising such rights, or omission of 
any action permissible hereunder, shall not be deemed a waiver of its 
rights to exercise same. 

Nothing in these regulations shall be construed to prevent discontinuing 
service without advance notice for reasons of safety, health, cooperation 
with civil authorities, or fraudulent use, tampering with or destroying 
Company facilities. 

The Company may collect a reconnect fee of $30.00 before restoring gas 
service which has been disconnected for the above causes. 
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21. UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is 
defined as any deliberate interference or tampering with a Company meter, 
pressure regulator, registration, connections, equipment, seals, valve, 
procedures or records resulting in a loss of revenue to the Company. 
Unauthorized service includes reconnection of service, that has been 
terminated, without the Company's consent. 

a. Types of unauthorized use of service includes, but is not limited to, 
tampering or unauthorized reconnection by the following methods: 

I. Bypass piping around meter. 
2. Bypass piping installed in place of meter. 
3. Meter reversed. 
4. Meter index disengaged or removed. 
5. Service or equipment tampered with or piping connected ahead of 

meter. 
6. Tampering with meter or pressure regulator that affects the 

accurate registration of gas usage. 
7. Gas being used after service has been discontinued by the 

Company. 
8. Gas being used after service has been discontinued by the 

Company as a result of a new customer turning gas on without the 
proper connect request. 

b. Any charges for damage to Company property will be billed to the 
customer. The customer may also be charged for: 

1. Time, material and transportation costs used in investigation or 
surveillance. 

2. Estimated charge for non-metered gas. 
3. On-premise time to correct situation. 
4. A minimum fee of $30.00 will apply. 

All such charges shall be at current standard or customary amounts 
being charged for similar services, equipment, facilities and labor by 
the Company. 
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c. Reconnection of Service: 
Customer service disconnected for any of the above reasons shall be 
reconnected after a customer has furnished satisfactory evidence of 
compliance with Company's rules and conditions of service, and paid 
any service charges which are due, including: 

1. All delinquent bills, if any; 
2. The amount of any Company revenue loss attributable to said 

unauthorized use of service; 
3. Expenses incurred by the Company in replacing or repairing the 

meter or other appliance, costs incurred in preparation of the bill, 
and costs outlined in paragraph b. above; 

4. Reconnection fee applicable; and 
5. A Cash deposit, the amount of which will not exceed the maximum 

amount determined in accordance with §V, paragraph 6 
CONSUMER DEPOSITS. 

22. GAS METER TEST BY CUSTOMER REQUEST - Any customer may 
request the Company to test its gas meter. The Company shall make the 
test as soon as possible after receipt of the request. If a request is made 
within one year after a previous request, the Company may require a 
deposit as follows: 

Meter Ratinq Deposit Amount 

Residential 
All $1 0.00 

Non-Residential 

425 CFH* or less 
426 CFH to 1000 CFH 
Over 1000 CFH 

* Cubic feet per hour 
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In the case where a meter is replaced due to malfunction, a customer will 
be allowed one additional free meter test within 12 months, if requested 
by the customer. 

23. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS: 
Rate 102 - Residential Rate for Regular Employees 
Rate I 19 - Interruptible Gas Service Extension Policy 
Rate 120 - Firm Gas Service Extension Policy 
Rate 124 - New Installation, Replacement, Relocation and Repair 

of Gas Service Lines 
Rate 134 - Rules and Policies for Implementing Master Metering 

Restrictions 
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The rate for residential gas service for regular employees of Montana-Dakota Utilities Co., 
MDU Resources Group, Inc., and all wholly-owned subsidiaries of MDU Resources 
Group, Inc., shall be computed at the applicable rate, and the amount reduced by 33 
113%. This is available only for residential use, in a single family unit, served by the 
Company to a regular employee who has been continuously employed at least six months 
and is the principal support of the household in which employee resides, or is the spouse 
of the principal support. 
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide 
interruptible sales or interruptible transportation service to customers, except for 
customers served on Rate 66, is as follows: 

1. Contribution 

a. Prior to construction, the customer shall contribute an amount equal to the total 
cost of construction including all gas main extensions, valves, tap setting and 
associated equipment, barricade, service line(s), regulators, meters (excluding 
remote data acquisition equipment), any required payments made by the 
Company to the transmission pipeline to accommodate the extensions, and 
other costs as adjusted for federal and state income taxes. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction or, 

ii. The customer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the total contribution required 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or written guarantee 
commitment, shall be effective for a five-year period commencing at the 
plant in service date, and is subject to approval and acceptance by the 
Company. If at the end of the original five-year term, a contribution 
requirement exists for the subject project, the surety or guarantor shall 
pay the Company for such contribution requirement, or 

iii. Customer, upon approval by Company, may finance the amount of the 
required contribution subject to the following conditions: 1) maximum 
contribution to be financed shall be determined by the Company at its sole 
discretion, 2) maximum term shall be five years, 3) interest will be 
charged at the Company's incremental weighted cost of capital. 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 19.1 

Canceling Vol. 1 Original Sheet No. 19.1 
INTERRUPTIBLE GAS SERVICE EXTENSION POLICY 
Rate 11 9 

Page 2 of 2 

c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may be 
made. 

d. Remote data acquisition equipment costs shall be subject to the terms and 
conditions specified in Transportation Service Rates 81 and 82. 

2. Refund 

a. If within the five-year period from the extension(s) in service date, the total of 
the customer's contribution and actual margin paid to the Company equals or 
exceeds the total present value of the revenue requirement associated with the 
extension, Company shall refund the amount exceeding the revenue 
requirement on the following basis: 

i. Annually, beginning at the 2nd anniversary of the extension(s) in service 
date, the Company will refund to the customer, the amount exceeding the 
total present value of the revenue requirement at a rate of 50% of the 
current year margin associated with the customer's actual throughput. 

ii. Customers who have posted a bond, letter of credit, or a written guarantee 
commitment will be notified of any reduction in surety or guarantee 
requirements based on the above calculation. 

iii. No refunds will be made for amounts less than $25.00. 

b. Interest will be calculated annually by the Company on any refund amounts and 
shall be equal to the average commercial paper interest rate (AIIPI), not to 
exceed 12 percent per annum. 

c. No refund shall be made by the Company after the five-year refund period has 
expired, and in no case shall the refund, excluding interest, exceed the amount 
of contribution made by the customer. 
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide firm 
sales or firm transportation service to customers is as follows: 

A. General Rules and Requlations Applicable to all Firm Service Extensions 

An extension will be constructed without a contribution if the estimated capital 
expenditure is cost justified as defined in paragraph A.3. 

The Company may require customer or developer cost participation if the 
estimated capital expenditure is not cost justified. 

The extension will be considered cost justified if the calculated maximum 
allowable investment equals or exceeds the estimated capital expenditure 
using the following formula: 

Maximum Allowable Investment= 

[Annual Basic Service Charqe + (Proiect Estimated 3rd Year Annual Dk x 
Distribution Deliverv Charne))ILevelized Annual Revenue Requirement Factor 

Cost of the extension shall include, if applicable, the gas main extension(s), 
valves, tap setting and associated equipment, barricade, service line(s), any 
required payments made by the Company to the transmission pipeline 
company to accommodate the extension(s), and other costs excluding the 
distribution meter and regulator. 

The service line is that portion of the gas service extending from the main to 
the connection at the house regulator and/or meter. 

Where cost participation is required, such extension is subject to execution of 
the Company's standard agreement for extensions by the customer or the 
developer and Company. 

A refund will be made only when there is a reduction in the amount of 
contribution required within a five-year period from the extension(s) in service 
date. Interest will be calculated annually by the Company on any refund 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 20.1 

Canceling Vol. 1 1'' Rev. Sheet No. 20.1 
FIRM GAS SERVICE EXTENSION POLICY Rate 120 

Page 2 of 6 

amounts and shall be equal to the average commercial paper interest rate 
(AIIPI), not to exceed 12 percent per annum. 

No refund shall be made by Company after the five-year refund period and in 
no case shall the refund excluding interest, exceed the amount of the 
contribution. 

7. The Company reserves the right to charge customer the cost associated with 
providing service to customer if service is not initiated within 12 months of 
such installation. 

B. Customer Extensions 

Cost participation for extensions where customers will be immediately available for 
service is as follows: 

1. Contribution - 

a. When a contribution is required, the customer(s) shall pay the Company 
the portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction, or 

ii. Payment of 25% of the contribution prior to construction and the 
balance in no more than twenty-four equal monthly installments. If 
customer discontinues service within the twenty-four month period, 
the balance will be due and payable upon discontinuance of 
service, or 

iii. Customer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the required contribution 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or written 
guarantee commitment, shall be effective for the original five-year 
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term and is subject to approval and acceptance by the Company. If 
at the end of the original five-year term, a contribution requirement 
exists in the subject project based on a recalculated maximum 
expenditure, the surety or guarantor shall reimburse the Company 
for such recalculated contribution requirement, or 

iv. Customer, upon approval by Company, may finance the amount of 
the required contribution subject to the following conditions: 1) 
maximum contribution to be financed shall be determined by the 
Company at its sole discretion, 2) maximum term shall be five 
years, 3) interest will be charged at the Company's incremental 
weighted cost of capital. 

c. Upon completion of construction, the contribution amount will be adjusted 
to reflect actual costs, and an additional charge may be levied or a refund 
may be made. 

d. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volume exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. 

e. The recalculated contribution requirement shall be collected from the new 
applicant(s). 

2. Refund - 

a. The Company will refund to the original contributor(s) the amount required 
to reduce their contribution to the recalculated contribution requirement. 
No refunds will be made for amounts less than $25.00. Customers who 
have posted a bond, letter of credit, or written guarantee commitment will 
be notified of any reduction in surety or guarantee requirements. 

b. No refunds will be made until the new applicants begin taking service from 
the Company. 
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c. If the addition of new customers will increase the contribution required from 
existing customer(s), the extension will be considered a new extension and 
treated separately. 

3. Incremental Expansion Surcharge - 

a. The Company, in its sole discretion, may offer an Incremental Expansion 
Surcharge (Surcharge) to groups of customers requesting service totaling 
10 or more when the total estimated cost would otherwise have been 
prohibitive under the Company's present rates and gas service extension 
policy. The contribution requirement to be collected under the Surcharge 
shall be the amount of the capital expenditure in excess of the Maximum 
Allowable Investment determined in accordance with paragraph A.3. 

i. A minimum up-front payment of $100.00 will be collected from each 
customer who signs an agreement to participate in the expansion. 

ii. For projects that are expected to be recovered within a 5-year period, 
the Surcharge shall be set at a fixed monthly charge of $5.00 per 
month plus $1.50 per dk. 

iii. For projects that are not expected to be recovered within a 5-year 
period, the Surcharge shall be set at a fixed monthly charge of $5.00 
per month plus a commodity charge designed to provide recovery of 
the contribution requirement. 

b. The Surcharge shall remain in effect until the net present value of the 
contribution requirement, calculated using a discount rate equal to the 
overall rate of return authorized in the last rate case, is collected. 

c. The Surcharge shall apply to all customers connecting to natural gas 
service within the expansion area until the contribution requirement is 
satisfied. 

d. The net present value of the Surcharge will be treated as a contribution-in- 
aid of construction for accounting purposes. 
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Developer Extensions 

Cost participation may be required for extensions such as a subdivision or mobile 
home court, in which a developer is installing roads, utilities, etc., before housing is 
built. 

1. Contribution - 

a. When a contribution is required, the developer shall pay the Company the 
portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction, or 

ii. Developer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the required contribution 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or a written 
guarantee commitment, shall be effective for the original five-year 
term and is subject to approval and acceptance by the Company. If 
at the end of the original five-year term, a contribution requirement 
exists in the subject project based on a recalculated maximum 
expenditure, the surety shall reimburse the Company for such 
recalculated contribution requirement, or 

iii. Developer, upon approval by Company, may finance the amount of 
the required contribution subject to the following conditions: 1) 
maximum contribution to be financed shall be determined by the 
Company at its sole discretion, 2) maximum term shall be five years, 
3) interest will be charged at the Company's incremental weighted 
cost of capital. 

c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may 
be made. 
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2. Refund - 

a. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volumes exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. Such recalculation shall 
be done annually based upon the anniversary of the extension(s) in service 
date. 

b. The Company will refund to the developer the amount required to reduce 
their contribution to the recalculated contribution requirement. No refunds 
will be made for amounts less than $25.00. Developers who have posted a 
bond, letter of credit, or written guarantee commitment will be notified of any 
reduction in surety or guarantee requirements. 

c. If the addition of new customer(s) will increase the contribution required 
from the developer, the extension will be considered a new extension and 
treated separately. 
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1. The Company will install, at its expense, a service line extending from the main to 
the connection at the premise regulator and/or meter for all customers connected 
on and after (effective date of tariff) and all replacement service lines installed on 
and after (effective date of tariff). The service line installed by the Company will 
remain the Company's property. 

2. A non-refundable contribution may be required for that portion of the service line 
cost not supported by the expected or actual connected load. The contribution 
requirement will be determined based on minimum footage allowances determined 
annually taking into account the maximum allowable investment defined in Rate 
120 and the statewide average installed per foot cost. The Company reserves the 
right to charge customer the total cost of the installed service line if service is not 
initiated within 12 months of such installation. 

3. The portion of the service line not cost justified shall be charged to the customer 
on the basis of direct costs to the Company. The Company may, at its option, 
calculate a statewide average cost per foot for such work based on its experience 
and may use such calculated amount for billing purposes. No minimum amount 
shall apply. 

4. Where service line location changes are required due to building encroachments 
(a building is being constructed or is already located over a service line, etc.) or 
due to a customer request to move a service line, the customer shall be charged 
on the basis of direct costs incurred by the Company. 

5. Whenever a service line is damaged by the customer or someone under the 
employ of the customer necessitating the service line to be either repaired or 
replaced in whole or in substantial part, such work shall be charged for on a direct 
cost basis. If the damage was caused by independent contractors, not in the 
employ of the customer, the charges shall be billed directly to such contractor. 

6. Service line changes necessary to increase the size and capacity of an existing 
service line because of increased demand shall be treated in accordance with 
paragraph 2 above. 

Date Filed: December 30, 2002 Effective Date: Service rendered on and 
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Section I. Definitions 

"Multiple occupancy building" shall mean any building which contains more than 
one residential or commercial unit. 

"New multiple occupancy building" shall mean any building for which the physical 
labor involved in the erection of such building started on or after June 13, 1980. 

"Existing multiple occupancy building" shall mean any building for which the 
physical labor involved in the erection of such building started before June 13, 
1980. 

"Mobile home court or trailer park" shall mean any such mobile home courts or 
trailer parks in which residence is predominantly either permanent or long term, 
and shall not include mobile home courts or trailer parks in which residency is 
highly transient, such as campgrounds for recreational vehicles or trailers used for 
recreation or vacations. 

"New mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced on or after June 
13, 1980. 

"Existing mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced before June 13, 
1980. 

"Master metered service" shall mean gas service provided to more than one 
residential or commercial unit through a single meter. 

"Individually metered service" shall mean gas service provided to one residential 
or commercial unit through a single meter which serves that unit only and no other 
unit. 

"Company" shall mean Montana-Dakota Utilities Co. 

Date Filed: December 30, 2002 Effective Date: Service rendered on and 
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Section 2. Applicabilitv 

Natural gas service to new multiple occupancy buildings and mobile home courts 
or trailer parks shall be provided as individually metered service only unless 
specifically exempted by one or more of the provisions contained in Section 3 
below. 

Section 3. Exceptions 

Residential multiple occupancy buildings consisting of no more than two units, one 
of which is owner occupied, may be served by one master meter. 

The following multiple occupancy buildings or facilities may be served by master 
meter: 

(i) Hospitals 
(ii) Nursing or convalescent homes 
(iii) Transient hotels or motels 
(iv) Dormitories 
(v) Campgrounds 
(vi) Residential facilities of a transie,nt nature 

Existing multiple occupancy buildings (construction of which commenced before 
June i 3, 1980) which are presently receiving master metered gas service may 
continue to be served on a master metered basis. 

Master metered gas service provided for central heating or cooling systems, 
central ventilating systems or for central hot water heating systems. 

Service to multiple occupancy buildings constructed, owned or operated with 
funds appropriated through the U.S. Department of Housing and Urban 
Development, or any other federal or state government agency, shall be served by 
individual meters. If such individual metering requirement is inconsistent with 
regulations promulgated by such department or agency, service on a master 
metered basis is allowed. 
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(f) Existing mobile home courts and trailer parks may continue to be 
served on a master metered basis, subject to Section 5 of this tariff. 

Section 4. Remodelinq and Renovation 

Where there is an existing multiple occupancy building receiving master metered 
gas service which is substantially remodeled or renovated for continued use as a 
multiple occupancy building, for which the physical labor for remodeling or 
renovation is begun after June 13, 1980, gas service to the units after completion 
of the remodeling or renovation shall be on an individual metered basis, unless the 
owner of such building demonstrates to the South Dakota Public Utilities 
Commission that such conversion would be impractical, uneconomical or 
unfeasible, and the owner of such building provides the Company with evidence of 
the South Dakota Public Utilities Commission decision. 

Section 5. Owner or Operator Charge for Gas Service 

(a) Gas service to an existing master metered multiple occupancy building, if not 
otherwise prohibited by this tariff, shall be provided only upon condition that 
charges for gas made by the owner or operator to each tenant or occupant shall 
be equal to each tenant's or occupant's pro rata share of the total amount charged 
to the owner or operator by the Company in proportion to the ratio of the total 
square foot floor area of the building. 

(b) Gas service to an existing master metered mobile home court or trailer park shall 
be provided only upon condition that charges for gas made by the owner or 
operator of such court or park to each tenant or occupant shall be equal to such 
tenant's or occupant's pro rata share of the total amount charged to the owner by 
the Company in proportion to the ratio of the square foot floor area of each 
tenant's or occupant's unit to the total square foot floor area of the mobile home 
court or trailer park. 
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Section 6. Variation 

Any variation from the above rules will only be made after the owner or operator 
provides evidence of South Dakota Public Utilities Commission approval of such 
variation. 

All other rules and regulations of Montana-Dakota which govern gas service in 
South Dakota and which do not conflict with the provisions of this rule shall apply to 
gas service provided to new and existing buildings which are subject to this rule. 
The customer is responsible for ascertaining and complying with all applicable rules 
and regulations of any governmental authority having jurisdiction over the subject 
matter of this rule. 
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DEPOSIT RECEIPT 

Account 

Date 

Deposit Nbr 

Deposit Amount 

Service Address 
135 WESTGATE RD LOT 150 
BOX ELDER SD 57719 

A deposit of '-'- is received as security for the 
payment of any amount which may become due Montana-Dakoth 
Utilities Co., for utility serviees andLis not to be 
considered a payment on account. If at5 any time a bill of 
the customer is not paid within 22 days after date of 
presentation, the deposit may, at the option of the company, 
be applied to the account thereof. 

This deposit will be refunded, with interest, provided all 
bills have been paid in full and service is no longer desired 
or when customer has established satisfactory credit in 
accordance with the public service or utility commission 
rules. This deposit will bear interest at the rate of 7.00 X 
or at a rate equal to the rate required by the public service 
or utilities commission on an annual basis. Interest shall 
accrue from the date payment is made on the deposit until the day 
the deposit is refunded or upon discontinuance of service. 
Interest shall be credited to the customer's account annually 
during the month of December. This statement shall constitute 
a receipt of said deposit and shall not be transferable. 
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NEW CUSTOMER APPLICATION CARD - GENERAL SERVICE 

2090216-811 IRw.111871 MONTANA-DAKOTA UTILITIES CO. . . . front 
NEW CUSTOMER APPLICATlOfJ CARD - GENERAL SERVICE 

Business Name: Acct. Na: 

SeMce Address: 

Mailing Address: (If different) 

Business Phone: Home Phone: 

Type of Business Activity: 
Owner of Building: I M d n s l I  

IfJnowl 
Type of Service Requested: Electric 0 Gas 0 Date Service To Begin: _I_--L-- 

Previous Address: 
ISlrrttl  lonl ISUlSl 

Gen. Serv. Cust of MDU at Rev. Address: k s  0 No0 
Iwhml -1 

Legal Status: Corporation 0: Partnership 0; Sole ProprietorshipO: IOlhal  

Name. Address and Phone of Owners, Partners, Officers or Local'Representatives: 
I N m l  IAddrasl I-l 

, back 
Applicant whose signature appears below hereby grants permission to MDU to enrec 

applicant's premises a t  all reasonable times for the purpose of installing, connecting, 
reading, inspecting, operating, disconnecting or removing the company pipes, wires, 
meters or other equipment and warrants that applicant has authority to  grant 

this permission. 

Date: Signature: 

DO NOT WRITE BELOW - FOR OFFICE USE ONLY 

Identification: Current Driver's License-State N a  

OR Social Securiw Number: 

Deposit or Security Required: Yes O No Amt. Date: 1 1 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
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MONTANA-DAKOTA UTILITIES CO., i 
GAS METER ORDER : 

1 
TELEPHONE NO.: I UAILIfdG ADDRESS (All0 IF DIFFERENT) SERVICE AWRESS: I ClTY LIUITS: I 

' L  -- 
ORDER RECEIVED BY: 

I I I 
I GAUGE PRESSURE: 

IN OUT a 

I 
U m R  LOCATmN: 

D U ~ ~ K E  o BASEUENT UAIN FLOORU UPSTAIRSU OARAOEO READ OUT a 
THE FOLLOWINO NEEDS TO BE REOUUTORS: 

FlLLIiD IN WHEN INTERORATINO ( S T  ZNO- 
INSTRUMENTS OR PRESSURE FACTORS. ORIFICE SRE: 

HOW RECEIVEO. 
.TELEPHONE U 
.INPERSON u 
. m T E R  U 

CUSTOUER CUSS IN: 

CONNECT UETER FOR: 

TIME: 

OISCONNECTMETER FOR: 

RATE: 

I I I OEWERY USE: 

PILOT INSPECT U Yas U No 

INSUUTOR INSPECT U V u  U HI 

DISTRIBMON ACCT. U Ye1 U No 

&NOS. PRESS. 

t 

WSTRUUENT 

D M U  

O A m  I COMPANY NO.: 

'. 

HAMEOF PERSON PUCING OROER: 

FORWARDING ADDRESS: 

SERVICE REOUESTED: 

GAS ONLY 0 OAS & ELECTRIC 0 
O E W U B  

NO. I 

a 
STANOAR0 READING: UNCORRECTEO REAOINO: 

PRMOUS AOORESS: 

NO DEPOSIT REOUIRED: 

JOB OWNER REFERENCEB 

PRESSURE FACTOR 

CORRECnNG TO CCF 

loo I000 1DwO 

1 1 1 1 1 1 1  1 1  1 1  
U METER EXCHANGE' U METER REMOVED' 

DATE: 

FACTORED METER 

v*lU HeU 

CORRECTED IIEAOIIIG 

WORK DONE BY: 

OSEALEDATMMETERSTOP CUT OUT AT U R E R  
USEALED ATRISER STOP U SERVICE LEFT ON 

~ ~ m M t t D  
U RANDOM TE6TlNG CI DAMAGED 

0 PERIODIC TESTING U NON REOISTER 

U TEST FAILURE U S 1  U OTHER 

PREMISE T l E i  

CORREC~N-- 

I I 1 ,  I I 

REMARKS: 

TOWN: 

OEL'VEAY 

UNETAP: 

Date Filed: December 30, 2002 Effective Date: Service rendered on and 
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I 
MONTANA-DAKOTA 
UT/L/T/ES CO. 
A D I Y ~ M  of MDU HeSoUlGsS Gmup. Inc 

-16 SSHEOULSB - 0  SUBTOUEO IHFO~YITIDN 1-E 
AVI IWBLE UPW REPUEBT AN0 S I N  BE OBTAlNEO ATTHE 
MOMANCDMOIA LlTlLnlEQ ED. OFFlCE LDClTED IN. I CHECK HERE FOR MAILING ADDRESS 

C DIRE(jT PAYMENTS TO 
u CHANGE (SHOW CHANGES BELOW 

MONTANA-DAKOTA UTILITIES GO. 

PLEASE RETURN THIS STUB WTH YOUR PAYMENT. IF PAYINQ IN PERSON, BRlNQ THE ENTIRE BILL. 

P- DUE 

I 
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MONTANA-DAKOTA 
UTILITIES CO. 
A Mkx cJUDUReroum Gmw IK 

In the Community Lo Serve" 

THERM 
BILLING . . 

CODES 
AND 
DEFlNmONS.. . 

REVOLVING 
CHIRGE 
PUN... 

Balanced Billing b M W s  mlunlary plan lo help you -1 p r  UhUIy bllll. Bnaura d -m 
wsnuw h our m o m  ellmsm, ullYty Dilb my nudusln Wnb befueen willel and Wer seawins. 

UC( C ~ m d o n  10 Tham: Your gas b01 k m p u l e d  uwg a alandsld memm d heal en* 
caw a 'hm: h h u m &  01 mtic lee1 (Md) ured (a3 meawned by )mr 9 s  rmlsr) arm 
mnmlod  lo mcalhsm by muhiphling Iha Mcrs by a laclor uhth k lmd on heal cmlrn l  Md 
a- prsuwo 01 Ihn gas dowered lo ywr plmdle. Sud, heat mlml cw wry ewh mth 
Thk n n v m  MIWID. dm1 dl SUIIMB M EhYpd ~ d w n l g  lar Iha hoal v u a  ol mo goa * m. 

F C W W  F u l  C a t  M l m ; m t  and Puma& 01' AdJus(mn1: Tho IJCbnms show m p r  
bll d m  mrm pa lubwau how a pol oaahmm T h m  4ustmm8 #OM w s  h h an 
d b l r  and uhml pas prchared by MOU. UW r a a h a s  m p d r l  Imm lmsa a w r  

RCP - Your FINANCE CHAROE h -Id at a DAILY RATE OF .MXY932. whid, is acrxreqm&g 
ANNUAL PERCENIAGE R A E  OF 18% TO a d d  d l k d  k- h p n  pay by Ihs duo dale 
ah- on Ihn OIhor rido d IM~Dill. In ww d omua m qlaolirm Dban your bit. *rile w al P.O. L x  
%m. t h m  oakola 

U . ~ r &  h)nrup(lblc O.rrrll Gas 
DE -Dsmnd LP - LmpT.rm P a r  
C -Wlm*dUml&.d U . Lup. lmr s ~ n *  
M - U l t l l c  H..l)np LT . L .~p .Omn lE*T !m .4Wq  
E .fl,mEn,Q, uc . Y.VI cmnm 
I P  - M O m d h t  YE - YIIc.I~~~ouI U.C=r 
fS  - R m G n J H h .  YL .Ynklp.I W n p  

UP . Yulkl.ll Pummw 

PR - P I O P W % N ~ ~  
P l  - P a n r  RrrM" 1h. DUk,."th!.d 
wm- P.m*"l 
RCP - Fkddn9 Chww Pun 
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13 17 342 

MONTANA-DAKOTA UTILITIES CO 
Account Number: 658 34 

DISCONNECT NOTICE 
WE WANT TO CONTINUE OUR DEPENDABLE SERVICE TO YOU, 
OUR VALUED CUSTOMER, BUT YOU MUST TAKE ACTION NOW. 

Service Address: 

I - - % 2 

- . 1 . ... i - L  .,?, ' I 

-ai -',. -, / , -... . . , -<, -"L- >&'z; :. 
Payment of your, senride, &~coGfft" j?e .&OW<@~'B~ due. ~oar'rserv&ce will be 
disco~ected on - / /  T . unlebrj" y~ur:~,,paat dye .qm&ntj is paid in full 
or satisfactory a.rranT&ments are .made 'be~o,~p;t~t:~d~,~,a'&te. If service is 
disconnected, payment in full and a- rec.pnq&ct fee of $1 2.72 t o 
restore service during norrha1; working 'yhhurs, plum a deposit or 
additional deposit of $0.(59 - ,, will .bW,&equired- before service 
is restored. 

/ ' I &  

PLEASE CONTACT US NOW TO'AVOID ANY lNCONVENlENCE 

Date: 

UTILITY: 
DEPOSIT: 

PAST DUE CURRENT. ACCT BALANCE 
$ t 

$0.00 $0.00 $O.UU 

Direct inquiries to: 
MONTANA-DAKOTA UTILITIES CO 
PO BOX 1060 
RAPID CITY SD 57709 
1 605 342 01 87 

Direct unresolved complaints to: 
SD PUBLIC UTILITIES COMMISSION 
500 E CAPITOL 
PIERRE SD 57501 
1 800 332 1782 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 
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MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc 

APPLICATION FOR INTERRUPTIBLE NATURAL GAS SERVICE 

Dated: 

The undersigned hereby makes application to Montana-Dakota Utilities Ca. hereinafter referred to as the Company, 
for interruptible natural gaa service, a t  the location shown below. 

(A) Application is a non-residential retail gae customer of the Company and in order to aecurr, a rate differential As 
provided under the terma and conditions of the Company's Rate Schedule . Applicant 
agrees to discontinue use of natural gaa immediately upon notice from the Company, on natural gaa equipment 
having alternate fuel capability or on such equipment which qualifies cuetomar for interruptible servica Applicant 
agrees not to resume the use of natural gas during periods of interruption until informed that it may do so by 
the Company. 

(B) During periods of interruption. applicant may continue the use of natural gas on f i rm usage equipment as 
listed below. 

(C) Company's rates and service8 are subject to regulation and Applicant will be bound by any changes as approved 
by the applicable regulatory authorities. 

INTERRUPTIBLE EQUIPMENT 

'&pe & No. of Unite Input (6) Standby Fuel Peak Day Usage (MCF) 

FIRM USAGE EQUIPMENT 

m e  & No. of Unite Input (cfh) Peak Day Usage (MCF) 

APPLICAN'I: BY: 

ADDRESS: 

CITY AND STATE: 

MDU CUSTOMER ACCOUNT NO.: 

APPROVED: , 

MONTANA-DAKOTA UTILITIES CO.. 
A Division of MDU Resources Group. Inc  

By: 
(Division Manager) 

DISTRIBUTION: 
1 Copy to Division Gru Superintendent 
1 Copy to Division M m w r  
1 Copy to Diviaion bunting Admlnintrator 
1 Copy to Gas Dispatchfng Superintandent 

IWI-Glsndlw) 
1 Copy to Cvstomsr 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 
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This is MDU Country. .. 

"In the Community to Serve" 
Montana-Dakota Utilities Co. didn't come about overnight. No, it's taken well 
over 70 years of hard work for us to grow from a small electric company 
serving a handful of farm communities to a large regional energy supplier. 
During those years of growth, we changed our name a few times and acquired 
a number of smaller companies and we progressed side by side with those 
we serve. 

Today, we're a division of MDU Resources Group, lnc., a diversified energy 
company. We provide retail natural gas and/or electric service to parts of 
Montana, North Dakota, South Dakota, and Wyoming. Our service area covers 
over 168,000 square miles (5.5 percent of the continental USA) and we serve a 
population of about 550,000. 

At some point in our. past, we came upon a slogan - Yn the community to 
serven- and it just stuck with us. We believe in those words. Our success as a 
company is rooted in the growth and prosperity of our communities. We're 
committed to help meet tomorrow's challenges and opportunities by 
providing affordable, reliable energy services. 

Back Drafting. In our efforts to reduce heating costs, many of us have 
turned to woodburning fireplaces and stoves as supplementary sources of 
heat along with natural gas furnaces. It's a good idea, but many homes are 
often too tight to provide adequate air for the safe operation of open flame 
heating systems (fireplaces, wood/coal stoves, natural gas furnaces, etc.). We 
feel that everyone should try to conserve energy. But, after you weatherize 
you may need to add a combustion air source to prevent back drafting. 

Fireplaces require lots of air. If there is not enough air to satisfy the 
requirements of a fireplace or wood stove as well as a furnace or water heater 
all burning at the same time, the fireplace draft can pull toxic combustion 

' 

products from these gas appliances back into the room. This condition can 
seriously endanger health. The products of combustion (which may contain 
carbon monoxide) must be continuously removed while the fireplace or 
stove is operating. In fact, any device that exhausts air from the home 
(including kitchen or bathroom exhaust fans) can contribute to the back 
drafting problem. 

To Check for Back Drafting. Start a fire in the fireplace on a cold day and 
after a few minutes, touch the vent pipe of the furnace, water heater, or any 
space heater. (Careful, they may be very hot9 If the vent is cold, your fireplace 
could be creating a dangerous back draft. Turn down the thermostats and 
water heater temperature controls, let fireplace burn down and call a heating 
contractor or your local Montana-Dakota serviceman. 



CAUTION: Montana-Dakota fully supports energy conservation, but we feel When You Want to Contact Us ... 
it is important that you know about two dangers that might result from 
improper energy conservation practices. We don't mean to frighten 
you -just inform you. 

Hypothermia. Heating is the'major consumer of energy in the home. To 
conserve energy, people turn the heat down. This is great for healthy, active 
people who can just put on a sweater and feel comfortable. But, young - - 
children, people-confined to a bed or chair due to illness, and the elderly 
may be in serious danger of accidental hypothermia. 

Hypothermia ("hypo" - below, and "thermia" - temperature) is the result of 
the body not being able to produce enough heat. It is sometimes confused 
with "hyperthermia" which means abnormally high temperature. 

With hypothermia, the body temperature drops lower than 94" F. at a point 
when uncontrollable shivering begins. As the body cools further, shivering 
will continue until it gets to 90" F., when it reaches the danger area. Below this 
temperature, a life-threatening situation is present and, if left untreated, can 
result in death. 

Here are some symptoms o f  hypothermia: 
Skin is pale and waxy, Face may be puffy and swollen. 
Trembling may occur, accompanied by chills, but not always. 
The person may feel warm. 
Speech slows and words become slurred. 
The person becomes forgetful. 
The person becomes very tired. 
Since mental confusion is one of the first symptoms, the person is normally 

not aware of what is happening. Hypothermia, even in early stages, needs 
immediate attention! If you can't reach a doctor, take the person to a hospital 
immediately. 

Remember. ..everyone is susceptible to hypothermia if the conditions are 
right. Pay particular attention to those that appear overly tired or cold. 

The best solution to hypothermia, of course, is to prevent it from . 
happening. Keep your home warm enough so additional layers of clothing or 
bedding will prevent the first chill. Your doctor is your best source of 
additional information on hypothermia. 

Your local telephone company directory will give you the Montana-Dakota office 
address and telephone number. You will also find the address and telephone 
number of your nearest Montana-Dakota office on the lower portion of your 
utility bill. 

For emergency utility service, call 1-800-MDU-FAST (1-800-638-3278). 

-- 

Quick Reference 
(Fill in the address and phone number o f  your MDU office) 

MONTANA-DAKOTA UTILITIES CO. 

Address: 

Office Hours Phone Number: 

Emergency non-office hours phone number: 1 -800-MDU-FAST 

Starting and Stopping Service ... 
We try to make it as convenient as possible for you to begin or end natural 
gas and/or electric service. Here are some tips that will make i t  easier: 

Stop in your local Montana-Dakota office and let us know the date you want 
service to start or stop. Please contact us as far in advance as possible. 
We might need access to your home to start or stop service. We'll make 
those arrangements when you contact us. 
We don't require deposits from customers who have established good 
credit. But, we pay interest on a deposit when one is required. The deposit 
will be returned to you after 12 months if you have established a prompt 
payment record. 
If you request that we start or stop service during working hours, there is 
no charge, provided that this service has not been previously requested 
within the past year. Outside of working hours, however, there is a charge 
for this service. 
If you're interested in establishing natural gas and/or electric service to a 
home or other building which does not already have service, you should 
contact your local Montana-Dakota office. 



For Our Natural Gas Customers ... Saving Energy and Money. .. 
Natural gas is a colorless and odorless fuel. We maintain a constant, reliable Managing your utility bill begins at home with you. There are three ways to 
supply to meet your heating, air conditioning, cooking, clothes drying and help hold household energy costs down. 
water heating needs. Our natural gas is produced from abundant domestic 
sources and is not vulnerable to supply disruptions by foreign governments. 

Natural gas is also a very safe fuel. But, like other products in your home, 
it can be hazardous if misused. We give natural gas a distinct odor for your 
safety. If you smell gas, call us immediately. We will respond to all emergency 
requests at no charge. 

On occasion, we enclose a scratch-and-sniff insert with your utility bill so 
you and your family can recognize the odor added to natural gas. If you 
would like to learn more about natural gas or have questions about its safe 
use, we would be glad to tell you more. 

Keep all of your natural gas appliances and equipment clean and properly 
maintained to help ensure their safe operation. A trained Montana-Dakota 
service representative can assist you in this effort. Just call us to schedule a 
visit to your home. There is a charge for this service. 

For Our Electric Customers ... 
We take pride in our record of reliable electric service. We never realize how 

Weatherize your home. Projects can be as simple as caulking and 
weatherstripping around windows and doors to a major undertaking 
like adding wall insulation. Montana-Dakota can provide you with free 
booklets that contain everything from conservation tips to "how to's" on 
weatherization projects. Just contact your local Montana-Dakota office for 
this information. 

Change your living habits. You can also save energy dollars by doing 
things a little differently around your home. For example, reduce the 
temperature setting on your water heater to the "warm" position and dial , 

your winter thermostat temperature back to 60" F. at night. Pull the drapes 
at night to minimize heat loss through windows. We can give you free 
information of these and other no-cost conservation tips at your request. 

much we depend on this silent servant until it is interrupted by a bad storm 
or equipment failure. 

If your power should go out, find out if neighboring homes still have 
electric service. If they still have power, check your fuse box or circuit 
breaker panel. If a fuse is blown, or a circuit breaker is open, turn off the 
lights and appliances on that circuit. This will help prevent damage to your 
appliances and your electrical system as well. Then replace the fuse with the 
correct amperage for that circuit or turn on the breaker. If a fuse continues to 
blow or breaker to open, call an electrician to find and repair the problem. 

When the electric outage is not confined to your home, disconnect or turn 
off as many electrical appliances and lights as possible. This will help protect 
your equipment and reduce the initial demand for electricity when the power 
is reconnected. Leave one light switched to the "on" position so you can tell 
when power is restored. Then you can reconnect appliances one at a time. 

Call Montana-Dakota to report any outage not confined to your home 
unless you know a neighbor has already reported it. 

Montana-Dakota's primary goal is to furnish satisfactory electric service at 
fair rates. But, our electric system is widespread and exposed to storms and 
other factors we cannot control. Although we employ the latest developments 
in equipment and operating methods to maintain adequate service, we 
cannot guarantee uninterrupted power. If you have computers and other 
sensitive equipment that require high grade, uninterrupted power, you should 
check with your computer equipment supplier for information on devices 
that will ensure the power quality you need. 

Use appliances and equipment that are more energy efficient. 
Most appliance dealers and heating contractors sell products that are 
much more energy efficient than those available just a decade ago. 
Although you'll pay a higher price for these models, they'll more than 
make up the difference through energy savings. It makes good sense to 
insist on a high efficiency model when you make your next major 
appliance purchase. 



What to Do i f  You Have Trouble Paying. .. 
Montana-Dakota is concerned when customers have difficulty paying their 
utility bills. If you can't pay your bill on time, call us. We will be happy to sit 
down with you and talk about your situation and we'll try to find a solution to 
help you. 

Payment Arrangements. Payment arrangements can be made to help 
get your payments back on schedule. The amount of each payment is 
based on: the amount of the unpaid balance; the customer's ability to 
pay; the customer's payment record; and the length of time the bill has 
been outstanding. 

Energy Assistance. The federal government provides funding to each 
state to assist low-income households in paying their energy bills. In some 
areas, there are also private, charitable funds available for emergency 
assistance. Your local Montana-Dakota office can direct you to the 
agencies responsible for these programs. 

Weatherization Programs. Assistance is available through some 
government agencies to weatherize eligible low-income homes. Adding 
insulation, caulking and weatherstripping are examples of the 
weatherization measures available at no cost to the homeowner. The 
added measures not only reduce the home's heating needs, but also ' 

improve its comfort. 

Third Party Notice. Any Montana-Dakota customer can voluntarily 
select another person to be notified before utility service is disconnected. 
This "third party" is selected by the customer and usually is a friend, 
relative, clergyman or government agency. The third party program is 
strictly confidential. 

The purpose of the third party is to make sure the customer receives 
and understands the disconnection notice and to help take action to 
prevent disconnection. Your local Montana-Dakota office will start the 
program after receiving a request from you or another responsible person. 

How You Buy Energy. .. 
Every time you flip a switch or turn a dial you buy energy. It9s.our job to bring 
electricity and/or natural gas to your meters, but you are responsible for how 
it is used inside your home. You do have control over your bill. By being aware 
of how you use energy, and by eliminating waste, you may be able to reduce 
your bill, or at least keep it from increasing as quickly as it might otherwise. 

Natural Gas: Your natural gas meter measures the volume of gas you use 
each billing period. Your bill shows the difference between your meter's 
present and previous readings in units called "Mcf" (an Mcf is one 
thousand cubic feet). Since the energy content of an Mcf of natural gas 
varies throughout our service area, we convert the volume of gas you use 
to energy units called "decatherms" (a decatherm, or dk, equals one 
million British thermal units of energy). By doing this, we ensure you are 
billed for the amount of energy you used based on the energy content of 

. natural gas for your locality. You pay neither more nor less than your 
fair share. 

Electricity: Your consumption of electricity is measured and billed in 
units called kilowatt-hours (kwh). The number of kilowatt-hours you use 
each month is shown on your bill. Light bulbs can be used to help you 
understand kilowatt-hours. If you turn on ten 100-watt bulbs, you create a 
demand of 1,000 watts of 1 kilowatt of electricity (10 bulbs x 100 watts). If 
those 10 bulbs burn for one hour, you've used one kilowatt-hour of 
electricity. If the lights burn for three hours, you have used 3 kwh. The 
expected demand in kilowatts is indicated on most electrical appliances. 

Meters: Your electric and natural gas meters measure how much energy 
you use. Meters are accurate instruments and care must be taken to 
ensure they are not damaged. Tampering with a utility meter is not only a 
criminal offense, but it's dangerous too. 

Your meters are read about the same date every month. If we are 
unable to read your meter because of extreme weather conditions, or if 
the meter is inside and you're not home, we may have to estimate usage 
on your bill that month. Any difference between our estimate and your 
actual usage will be corrected automatically the next time your meter 
is read. 

After your meter is read, your bill is figured according to the rates that 
have been approved by the Public Service Commission or the Public 
Utilities Commission of your state. Copies of these rates are available at 
your local Montana-Dakota office. When there is a change in rates, we 
include an explanation of the change with your utility bill. 
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Many customers ask why their utility bill is different from their neighbor's. 
Again, there are several reasons: 

Housing Differences.The type of construction, size and location of a 
house have a lot to do with how much energy it uses. A large, well-insulated 
house protected from the wind may use less heating energy than a small, 
poorly insulated house exposed to cold winter gusts. 

Differences in 0ccupancy.A dwelling's utility costs are also affected by 
its number of occupants, their ages and living habits. Since preferences in 
room temperatures, laundering, bathing and cooking styles differ among 
households, differences should be expected in the amount of energy used by 
dwellings even in the same neighborhood. 

Appliances.The number of appliances found in a home and how often 
they are used can significantly affect energy usage, especially electricity. 

Life-style. Stay-at-homes tend to use more energy than those who are 
out frequently. 



Vacations. Your home will probably use less energy when you're away. But, 
remember your refrigerator and maybe your furnace and other appliances 
continue to operate (and use energy) while you're gone. 

Appliances. Adding appliances or appliances that need cleaning or repair 
usually use more energy. 

Seasonal  Uses. Car engme heaters to help start your car on a cold winter 
morning or the extra refrigerator you use to cool additional food and 
beverages are examples of items that could increase your bills during 
different times of the yea.  

Number of Billing.Days. Your billing days may vary. The more days you've 
used energy, the higher your bill will be. Your utility bill tells you how many 
days your bill covers. 

O the r  Services. You may have incurred a charge for some service or 
purchased an appliance from Montana-Dakota These costs added to your 
regular charge for energy will increase your bill. 

How to Read Your Utility Bill. .. 
Upper Portion (Return with payment) 

1. Address of the Montana-Dakota office processing payments. 

2. Your name and mailing address. 

3. Pay This Amount: The amount you owe Montana-Dakota for this 
billing period. 

4. Tear horizontally along perforation. The entire stub (upper portion) is to 
be returned to Montana-Dakota with your payment for prompt crediting 
of your account. 

The olher numbers and lellers lhol oppeor on the upper portion ofyour blll ore for 
MonloneDokolo office purposes only Please dc no1 wnle on or make any marks on the 
upper portion of your bdl 

5. Account Name and Service A d d r w :  This number and name identifies 
your account on our records. It is the address where natural gas and/or 
electricity were used. We can serve you faster if you have this information 
available when you inquire about your bill. 

6. Billing Date: The date this bill was printed. 

7. Due Date: The date your bill for this month is d u e  A late payment charge 
may be added to overdue bills. 

8. Type of Service: A two-letter code indicates your type of service An 
explanation of your code(s) can be found on the back of your bill. 

9. Reading Date: The date your meter was read. 

10. Number of Days: The number of days between your present and previous 
meter readings. It shows the number of days of s d c e  covered by this bill. 

11. Meter Readings: These numbers are the dial readings which appear on 
the face of your meter. 

12. Difference: The amount of natural gas or electricity consumed. It is 
derived by subtracting the previous meter reading from the present 
meter reading. 

13. BiUing Factor (natural gas only): You'll notice a "TF" is displayed in the 
"for" column and a factor in the "multiplier" column. "TF' stands for 
thermal factor. A thermal factor is a combination of the energy content of 
the gas and the average atmospheric pressure at your location. The 
volume of gas displayed in the "difference" column is multiplied by the 
thermal factor to provide the total decatherms (dk) used. 

14. Usage kwh-kwdk: Shows the amount of e 
natural gas (dk) you used during the bilii~ 
Residential accounts are not billed for ele 

15. Amount: Your total price for electricity, g; 

'16. Utility Type: Natural gas and/or electric. 

17.-Electric Cost of Fuel Adjustment and Pur 
Adjustment: The adjustments are shown 
per decatherm of natural gas used. T h e s ~  
changes in the cost of fuels and natural g. 
Montana-Dakota. Montana-Dakota receive 
these charges. 

18. Your Average Daily Usage This Month: T 
show your average daily usage of electric 
gas during the current period. 

19. Your Average Daily Cost This Month: Tht 
how much it cost you for electricity and/( 
average day during the current billing pel 

20. Temperature differences: This column cc 
temperature of the current billing period 
temperature last month as well as last ye 

21. Inquiries: For any inquiries about your! 
use the address and/or telephone numb 

22. Other Services: This part of the bill show 
than gas or electric utility service, you m 
with the explanation given above If you I 
your bill, contact your local MontanaDak 
happy to help you better understand our - 



How to Pay Your Bill ... 
By mail - in the return envelope included with your bill. Don't forget to 
include the upper portion of your bill along with a check or  money order. 
It is not a good idea to send cash through the mail. Please put the proper 
stamp on your envelope or the post office will return it to you. 
In person - at the Montana-Dakota office listed on your utility bill. Please 
bring your utility bill with you. 
At payment drop boxes or  local merchants - which are authorized by 
Montana-Dakota to accept your payments. Call you local Montana-Dakota 
telephone number to find out if you can pay your bill in your community. 
Direct bank payment - Our "Easy Pay" plan allows you to have your bill 
automatically deducted from your bank account approximately 14 days 
alter the bill is prepared. Call your local Montana-Dakota telephone 
number for details on "Easy Pay." 

This page folds out for an 
explanation of how to read 
your MDU bill. 

Balanced Billing. .. 
Balanced Billing is Montana-Dakota's voluntary plan to help you budget for 
your utility bills. Our severe weather causes utility bills to fluctuate widely 
during winter and other seasons. 

Balanced Billing can reduce the impact of higher winter bills by averaging 
them with those during warmer months. It levels your bills throughout the 
year. There is no charge for this additional senrice. 

Your local office can give you more information on Balanced Billing. 

Why Your Monthly Bills Vary. .. 
There are many reasons why your utility bill may vary from r 
Here are some examples of why bills vary: 

Weather. Outside temperature is a major factor in making y. 
down. Cold, windy weatherforces your furnace to provide m 
your home comfortable Likewise, hot, humid summers caus 
conditioner to use more energy to cool your home. 

Longer Nights. Winter months bring shorter days and long 
mean you'll have more indoor activity and use more energy. 

Change in Lifestyle. House guests, illness, new baby, and 
more showers, more laundry and more cooking. Each increa 

t even if only lor a short time 



Life-Sustaining Equipment. ..Please read carefully. 

Anyone requiring life-sustaining equipment such as iron lungs, 
chest respirators and rocking beds must have an emergency 
standby power supply. 

Life-sustaining equipment includes any electrically operatedsupport system 
such as tank-type respirators (iron lungs), Cuiraptype respirators (chest 
respirators), intermittent positive pressure respirators, hemodialysis 
equipment (kidney machines), mechanical nebulizers, suction machines, 
rocking beds, apnea monitors or other similar equipment. 

If you are a landlord with tenants using such equipment, please advise 
them of the safety equipment requirement to have an emergency standby 
power supply. 

Montana-Dakota does everything possible to provide reliable service. But, 
because of weather, mechanical failure, and other circumstances beyond our 
control, we cannot guarantee uninterrupted electric service. 

We Need Your Help ... 
* Before you dig: 

If you plan on digging deeper than one foot on your property, please call 
the applicable one-call centers to have your service line located: 

There is no charge during normal working hours. You should have the 
service line located before you begin any repairs to water or sewer lines, 
foundation for additions to your house, constructing a fence, planting 
trees, pouring a patio or driveway, or any other excavation which requires 
deep holes or trenches on your property. 

We sincerely hope that you will always call for location of your service 
line before you start digging so that damage to the service line can be 
avoided. But, should you damage your service line, even if only the pipe 
coating is damaged, please call the Montana-Dakota office at the number 
shown on your bill or call 1-800-MDU-FAST and have someone inspect and 
repair the damage immediately. Never backfill or.cover a damaged line 
until repairs have been made by Montana-Dakota. 

. 

Contents 

In t h e  Community to Serve . . . . . . . . . . . . . . . . . . . . . . . . . . . .1 

When You Want t o  Contact Us . . . . . . . . . . . . . . . . . . . . . . . . .2 

Starting and  Stopping Service . . . . . . . . . . . . . . . . . . . . . . . . . .2 

For Our Natural Gas Customers . . . . . . . . . . . . . . . . . . . . . . . .3 

For Our Electric Customers . . . . . . . . . . . . . . . . . . . . . . . . . . . .3 

How You Buy Energy 

NaturalGas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 

Electricity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .4 

Meters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 

Your Monthly Utility Bill 

How t o  Read Your Utility Bill . . . . . . . . . . . . . . . . . . . . . . . .6 

How t o  Pay Your Bill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7 

Balanced Billing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7 

Why Your Monthly Bills Vary . . . . . . . . . . . . . . . . . . . . . . . .8 

What t o  Do if You Have Trouble Paying . . . . . . . . . . . . . . . l l  

Saving Energy and  Money . . . . . . . . . . . . . . . . . . . . . . . . . . . .12 

Life-Sustaining Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . .15 

We Need Your Help . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .15 

Special Services For You . . . . . . . . . . . . . . . . . . . . . . . . . . . . .16 

Service Representatives . . . . . . . . . . . . . . . . . . . . . . . . . . .16 

Programs and Speakers . . . . . . . . . . . . . . . . . . . . . . . . . . . .16 

Audio-visual Library . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .16 

Gatekeeper Program . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .16 

One-Call Centers 
Montana 1-800-424-5555 
North Dakota 1-800-795-0555 
South Dakota 1-800-781-7474 
Wyoming 1-800-348-1030 



Hello! 
We're pleased to have you as one of our customers and 

we've prepared this booklet to tell you about our services. 
We hope you find this information useful and that you will 

keep this booklet handy for future reference. 
MDU employees are always available to help you with any 

questions or problems you might have about our services or 
about your MDU bills. Just contact us by telephone, stop in 
any of our offices or write us a letter. Our employees are 
trained to serve you and are willing to help. 

We hope this booklet has given you a better understanding of the services 
Montana-Dakota provides. If you have any questions, or if you would like 
additional information, we are available to help you. 

After the storm: 
- Storms can down power lines. Storm-downed lines should always be 

considered dangerous - so stay at least six feet away. 
- Power lines draped over highway barriers or fences can energize them 

for great distances. Don't touch anything that's in contact with the wire. 
- If a power line falls on your car, stay in your car. You're safe as long as 

you do. 
- Never try to cut fallen wires. 
- Consider every fallen wire dangerous. Report i t  to authorities or call 

Montana-Dakota. 

To help insure uninterrupted gas service to your home: 
- Try to keep gas meters and regulators free of heavy accumulations of ice 

or snow. 
- Do not strike meter when using snow blower, blades or shovels. 

Heavy snows, ice falling from eaves and various other problems can cause 
meters to snap off customer piping and interrupt service. Snow covering 
meters may cause the meter safety equipment to shut off service to 
your home. 

If your natural gas service is interrupted, for any reason, please call us. We 
appreciate your cooperation. 

I 

Special Services for You ... 
In addition to utility service and programs mentioned earlier in this booklet, 
Montana-Dakota offers special services. Ask your local Montana-Dakota office 
for further information. 

Service Representatives are available to help you with appliance 
inspections and repairs. There is a charge for this service. 
Programs and speakers on a variety of subjects are available at no charge 
to civic groups, senior clubs and other organizations. 
Audiu-Visual Library. Montana-Dakota has a library with many films, slide 
programs, and videotapes that are available for customer use at no charge. 
Gatekeeper Program. Many Montana-Dakota employees are trained to 
recognize possible problems with elderly and disabled customers. Those 
employees alert local social service agencies when the well-being of those 
customers appears to be threatened. 
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CE N O W  FOR 

10d14(11-81I 
lkr anal MONTANA-DAKOTA UTILITIES CO. 

DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 

Today we inspected your gaslelectric service installation. This inspection has r e ~ a h d  
that you are obtaining unauthorized gaslelectric service at the address shown below. 
Under rules and regulations filed with, and approved by, the Public Utility Commission 
of , service can be terminated because of this irregularity. b 
avoid discontinuance of service bring this card to our office, no later than , 
at the address shown below, and we will discuss the conditions under which your gashlectric 
service will not be interrupted. 

MONTANA-DAKOTA UlLlTlES CO. Date: 

Address: Customer: 

Address: 

Telephone Na: 

Meter Na: 

Employee: 

. WHITE - Customer YELLOW - Fik 

Date Filed: December 30,2002 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Effective Date: Service rendered on and 
after December 2,2003 

Docket No.: NG02-01 I 
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Would you like to be a designated Third Parly? T.5' Mor'i%wA-wm 
party before you tell MDU - K - m " E m  A ~ Y ~ ~ Y I I I * . X ~ G ~ ~ &  Montana-Dakota Utilities 

Co. (MDU) has a program 
available called 'Third Party 
Notice." The purpose of 
the program is to help avoid 
any hardship which could 
'result from disconnection 
of service by alerting a 
third parly to such action in 
advance. This voluntary 
program would most 
benefit customers who are 
ill or elderly and live alone. 

Under the 'Third Party 
Notice" program, if it would 
be necessary to disconnect 
service due to nonpayment 
of past due bills, the 
customer as well as the 
designated third party 
would be notified prior to 
the disconnect date. ThB 
third party would then have 
the right to contact MDLl 
and declare the customer's 
inability to pay and enter 
into a payment arrangement 
for the customer. 

A third party can be a 
friend, relative, church or 
any community agency. 
The designated third party 
will have the right to receive 
and provide information 
regarding the customer's 
personal circumstances. 
Please talk with this third 

this person will help you. 
The third parly will not be 
responsible for payment of 
the customer's bill. 

If your personal circum- 
stances require that a third 
party be aware of a 
potential disconnection of 
your utility service, please 
complete and detach the 
form provided and return it 
to MDU as soon as possible. 
If you know of someone 
who might benefit from 
third party notification, 
please.let them know of it. 
As individual circumstances 
frequently may change, 
Third Party Notices are 
valid for one year only, 
and an annual renewal is 
required. Please complete 
the form and return it to 
MDU - even if you have 
done so before. 

For informahon of 
public agencies and 
community organizations 
which may be able to 
assist in payment of winter 
utility bills, please call 
the telephone number 
found on your utility bill or 
write to the MDU office 
address, also found on 
your utility bill. 

Request For A 
Third Party Notification 

(To bevalid through November, 2003) 

Customer Name: (Please print) 

Address: 

City: State: Zip: 

Telephone Number; 

Amunt Number from Bill: 

MONTANA-DAKOTA UTILITIES CO. has my permission to provide 
information to and accept information from the party , 

named below. ' 

Customer Signature: 

' Date: 

Name of Third Party to be Notified: (Please print) 

Address: 
City: State: Zip: 
Telephone Number: 

MONTANA-DAKOTA UTILITIES CO, will make every effort to 
send a copy of the Notice of Proposed Dismnedion to the party 
specified. The customer making the request understands that 
MDU assumes no liability for failure of third party to receive or act 
upon said Notice. 

Complete all information and return to the MDU o f f h  
address found on your bill as , m n  as possible. 

Date Filed: December 30, 2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docke t  No.: NG02-011 
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MONTANA-DAKOTA UTILITIES CQ 
DEFERRED INSTAUMEN1 M3REEMENT FORM 

PAYMENT ARRANGEMENT 

Amourc - m D m  ~ . u  ~ l d  

b 

b 

8 

8 

8 

0 

a ~ n m t & & n m r ) u u m n g . m r m . r ) w ~ m o n N l r b l l L ~ o k p . l k  

FWRE TO COMPLY w m  THIS C~REEMENT wiu RESUU m n# c o w ~ u v v  
TAKINQ &XION TO DISCONTINUE YOUR UlWTV SERVICE. 

Third PMy S~MM: Dam: 
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Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

after December 2,2003 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 11 

Canceling Vol. 1 1'' Rev. Sheet No. 14 
AGREEMENT BY PROPERTY OWNER OR AGENT TO PAY UTILITY 
BILLS DURING PERIODS WHEN PROPERTY IS UNOCCUPIED 

AGREEMENT BY PROPERTY OWNER OR AGENT TO P a  
-ILLS DURING PERIODS WHEN PROPERTY IS  UNOCCVPI@ 

W l U U  

m. Illlo MOMANADAKOTA UTlLrrlES CO. 
AGREEMENT BY PROPERTY OWNER OR 
AGENT TO PAY UTILITY BILLS DURING 

PERIODS WHEN PROPERTY IS UNOCCUPIED 

Tha undardgwd is the owner, w tho o w m ' r  Want. of a home or apanmnt a1: 

It b my desire that Montana-Dekota UtUhisa Co. larva iU natunl 911 and/or dactric aawicr 
m d  on wan If the tanant or orrupmt, in whole n r m  tha u w h  la mtarad. raqwma t h t  

In conridarmtion of Montwu-Dakota WMbm Co, ddng ur, I .pm to pay promptly awry mL. 
MU tandard f w  uuga durlng t h  psrbd ol d i i c o n t ~  of aarvk. by r tanam 
or OCcuPMt. 

In AH I n i l  th. pnmin r .  I agree to notlly Mantma-Dakota Milk*. Co. In mhin0'md untM 
MontmaDakota Ulilhha Co. racaives wch notlfkmtbn. I wYI .uwn U M h y  ar provk(ul above. 

~ o n ~ n a - ~ a k o t a  utititiea CO. e x p r d y  rearms rim right to 'dbsomcr nawka to a tanmm 
punulnt to the rubs and raaulationr of Ihr applkrblr ngulatwy agency. h h agrad by ad 
b a t m n  M o n u ~ D a k o t a  UrUlthl Co. and tho undrr&rud that In cues  whara a tansnt Is. 
di.conmt.d mt tha Compny'r op*, the Compmy will u n  ha ban effons to nofHy mr of 
rhe dbcwwctkn. 
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FOR YOUR INFORMATW 

bu tmnmt , hrr cdviud UI that hr ic vacating fhr g n m h  

indicated below n of . In #cordmcn with ow rgmmrnt with you, w h&m connrctod 

Date Filed: December 30, 2002 Effective Date: Service rendered on and I 
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PEPOSIT WARNING LE'ITm 
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RE: Accarat 
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FINAL NOTICE PRIOR TO DISCONNECT ION 
OUR MDU REPRESENTATIVE WAS HERE at: 0 a.m. / 0 p.m. 
on at the address of: 

and found no one at home. 

YOUR SERVICE ACCOUNT IS SERIOUSLY PAST DUE! 
CONSIDER THIS YOUR FINAL NOTICE AND THAT YOUR 

GAS AND/OR ELECTRIC SERVICE WILL BE: 

DISCONNECTED ON: 
UNLESS PAYMENT OF: $ IS PRESENTED TO THE 
CREDIT DEPARTMENT OF MONTANA-DAKOTA UTILITIES CO. 
AT: 
BY 5:00 P.M. ON 

M124(380) (Rev. 4/00) 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 
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cuato.ur and Campany mtmr i n t o  th i a  Intmrruptiblm Qmnmral Baa Sarvicm Agrm.nunt t o  
bvm na tu ra l  gas dmlivmrmd by C-.ny t o  Cua tour .  

W I l n ' I 8 8 ~ 1  Thm partims hmrmto, mach i n  conaidmration of thm agrm.lunt of thm 
other ,  .gram aa f o l l o x a ~  

1.0 TU4X. Dmlivmrima m d  chargma hmrmundmr aha l l  C-ncm r a  apmcifimd i n  
~xbibit-  attachmd hmrmto urd incorporatrd harmin. Cuat-r agrmma t o  mntmr i n t o  
an agrmanant f o r  aorvicm hmrmundmr f o r  a lfniQV t m r m  of 12 month.. Writtan notice 
of t o r r i aa t ion  by mithmr Corpmy o r  Cuat-r aua t  bm given a t  lmaat CO day. p r io r  
t o  thm end of thm i n i t i a l  tmrm. Abamnt auch tmrr inr t ion noticm, tba agrm.wnt 
a h r l l  continuo f o r  addi t ional  t a m  of mqurl lmngth u n t i l  n i t t m n  not ice  i a  givur,  
a s  providmd hmrmin, p r i o r  t o  thm urd of any aubsmqumnt t m r a .  

a .o DrLrvlaY POIm(S), RATI ECmtDUL~(8). ARD Q V ~ I T 1 1 8 .  Dalirmry of na tu ra l  gaa 
undmr -11 Intmrruptiblm Qanmral Qaa Emrvicm Pat. 71, o r  Largo Intmrruptiblm 
Qmnaral Qaa 8mrvicm Rat. 85 by C q m y  t o  Cuat-r a h a l l  ba am apmcifimd i n  
attachmd -&bit .A9. 

2 . 1  DIEPATCHINO. Cuatcamr w i l l  adharm t o  gaa dlapatching policima m d  procmduraa 
matmblishmd by Coupany t o  f ac i l i t a tm ammiem undmr t h i s  Agrmaaant. C o q ~ m y  w i l l  
inform Custozmr of m y  chmgea i n  dimpatching policima t h a t  u y  a f f e c t  t h i a  
Agrm-nt aa th ry  occur. 

2.2 UITIRIllo A)m YMSURENIWI ' .  Cornpany w i l l  n t m r  the quant i ty  of na tu ra l  gas 
dmlivmrmd t o  Cuat-r a t  t h r  dmlivmry point .  Bucb quantitima w i l l  bm concluairm 
upon both partiam unlma. auch n t m r  i a  found t o  bm inaccuratm by r a r e  t h m  tro 
pmrcmnt, i n  which caam thm quant i ty  dmlivmrmd t o  Cuetopor aha11 be d o t a d n o d  by 
calcula t ion,  taking i n t o  conaidmration thm t inu of ymar, thm achmdulm of CuatoP.rma 
ogmratioaa and o the r  pe r t inen t  fact.. Ccq~any w i l l  t e a t  thw mmaaurrunt m q u i w n t  
i n  accordanom with applicablm atatm u t i l i t y  cornniaaioa rulma m d  rmgulrtiona. 

3.0 DXTIHITIOHE. 
mlivmry Point - Thm point  a t  which Cuatoaor a a a ~ a  custody of thm gaa being 
dmlivmrmd. Thin po in t  w i l l  n o r v l l y  bm r t  thm o u t l e t  of Campmy'a ar tmr(a)  
located on Cuatoorrea p r d a r a .  

aaa Day - Ymma a pmriod of twurty-four conamcutivm houra, bmginning m d  
mnding a t  9100 a.m. cmntral Clock T h .  

Intmrruption - A auapmnaion of intmrruptiblm na tu ra l  gas ammiem dmaud 
nmcmaaary by C o r p r ~ y  puraumt t o  Ratma 71 o r  85 and 100. 

4.0 M. Thm ratma clmrgmd m d  amrvicma rmndmrmd mat-r, undmr thin mgrm-t, 
a h a l l  bo as  apmcifird i n  appl icable  Coqpury t a r i f f s  ma approvmd by t h r  appropriatm 
a t a t e  u t i l i t y  c d a a i o n .  

Date Filed: December 30, 2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 17.1 

INTERRUPTIBLE GENERAL GAS SERVICE AGREEMENT 

Page 2 of 4 

Tha currantly a f f a c t i w  rata  undar thin Agramnt  ia  aubjact  t o  m adjumtuut fo r  
comt of purcharad gal  a# providad in  krchamad Par Comt M j u l t u n t  Rat. 88,  ColrpMY 
r h l l  h v a  tha r igh t  to  mdify tha ratam chargad md thm t a r u  m d  condition1 b r a -  
under by making un i ln t r r a l  rat* filings with the appropriata atat. u t i l i t y  
cornismion. 

4.1 TAX#. In addition t o  tha ratam mpacifiad rbcra, C m m y  a h 1 1  col lact  f ro.  
~ u a t m ~ d  m a t c m r  a g r m  t o  pay cowany my aalaa, umm, ~ c i m a ,  or  othmr much 
t u a a  m d  c i t y  fmaa that  arm legally affactivm lrrd applicahla to  th marrica 
prwidad harnundar. 

4.1 IliTIRRmTIBLL W B  M8 BIuVI.VTCI. Banica undar Rata 7 1  md m t a  85 11 
dapandant upon tha ava i l lb i l i ty  of cnpacity on Ccqmy'm aymta  md prior  d a m e  
of cuatovra manad undar Comp~ylm ganaral rawicm qu ratam. Cult-r agrare t o  
a c c q t  marvice harauadar i n  accordnncm with C q m y ' n  'Rat. Bchadulag aa apacifiad 
in  urhibi t  .Ag of t h i m  k g r a u w t .  

4.3 Wl IB DMLY OPEXATIOIIII. Rl l tWl.  agraoa to n o t i e  C q m y  Of changes 11) 
Cn8ta1orls naturml gaa r a p i r w t a  am mpacifiad in  attachad Lrhihlt 'Arn. C c q W  
#hal l  not hm obligatad t o  providr daily md  annuml raquirsmmtm in  axcram or th 
daily and annual q u m t i t i a r  #a t  for th i n  Exhibit *A' unlama Ccapmy, i n  it# mola 
diacratioo, btarminem tha t  incrabmad qumti t iea arm avai lahla ,  md  a11 qumtitiam 
haraundmr a i u l l  ha aubjact t o  i n t a r r u p t i ~ a  a d  sarr ica prioritiam am proridrd Is 
Rata 7 1  and m t a  85. 

4.4 FIRM H A m  GAB RIQUXRBQHTB. C u a t w r  agraam to a c c q t  marvicm haraundar in  
accordanca with Cmpmy'm Rata 70, am #pacified in  mrhihit *Is of thia  A p S U n t  
t o r  Cumtaw's f i m  rnqulrammntm dalivarad Ulmugh Cuatour'm i n t e r r p t i b l a  
mtar(m1, 

5.0 ABBIOKWINT. Cumtour agraam tht it  dl1 not ammip t h i 8  A g r a a n t  u c q t  
upon writtan conmant of Ceqpmy. 

6.0 IliDrmnICATIoB. Cult-? agree. t o  i n d m l f y  md  hold Eoqmy barrlarm f r m  
m y  md a l l  injury, lo## o r  d a g m  ranulting f ro .  Cumtcur'm nmpligant or  wroqful 
act@ under d during tha t a n  of Chi8 A u r a a n t .  Ccqrmy #gram# t o  i n d d f y  md 
hold Cumtour haxaleaa f r u  my  ayd a11 injury, loma o r  d m g a  taaultinp f r a  
Coqmyla nmgligant o r  wrongful acts  tlodar and during the t a m  of thia  Q r a m n t .  

7.0 IIOUBB AilU IQmBkl. C ~ a y  i m  h a r d y  grmtod r igh ta  of ingresn aad agramm, 
a t  raamolubla t h m ,  fo r  oparating, i n m p c c t h  md luintminiog UIY of Ceurg 'm 
facilitinm on Cumtomrla p r d m a a .  

8.0 ?oRa UJKtRE. In tha a m t  of a i t b r  Party'# baing rada rad  wholly or  i n  
part  by force rmjaura unahla t o  carry out i t a  obligation# tmdnr thim b r a a m a t ,  
thnn the obligation# of tha Dartimm harato, mo far  u t h y  lea  aftacted by such 
forca sujaure, aha l l  hn muapdad during the continumca of my in lh i l l ty  mo 
cmaad. Buch caumaa or  continganciaa aftacting th p r f o r n u r c a  of thim A g r a u n t  
by a i tha r  party, howarar. #hal l  not ral ievr  i t  of l i l b i l i t y  ila th a n n t  of it1 
concurring nagliganca or  i n  tha avant of i t #  fai lure to  urm due d i l i g a a  t o  r u d y  
thm mituatioo md  rmove the caumr i n  m adapuatr u n n a r  and with a l l  roarnoarbla 
dimpatch, nor #hal l  auch cauaaa or contlnganciaa affact ing tha parforunca of thin 
Agraumt  ra l i rva  a i t h r  party f r m  it# o h l i g a t i o ~  to u l r a  p a p n u  of -ta 
than dua hmraundar, nor # l u l l  much cauma o r  coatinpmcims raliavm a1th.r p u t y  of 
l i l h i l i t y  unlama auch party #hal l  givm notica md f u l l  pa r t i cu lum of tha a m  i n  
writing o r  by telaphona t o  the othar party 11 a m  aa pommibla a f t a r  thm occntrru!,Ca 
ra l i ad  on. I f  volllwa of Cumtmr'm gal are  de8troy.d whila in  C q u r y h n  pommaa- 
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mion by ur mvmnt of fo rce  mmjaurm, thm obligmtiona of thm Pmrtimm undar thim 
Agrmmnt  mhmll tmnninatm with rmmpmct t o  thm v o l u ~ ~ a  lomt. Thm tmrm .forcm 
uajeurem a m  omployad h i r a i n  nhal l  include, but  *hal l  not bm limitmd t o  ac t#  of God. 
mtrikmm, lockoutm o r  othmr indumtrial  diaturbancoa, f a i l u r e  t o  parform by m y  th i rd  
pa r ty ,  which perforruncm i m  nmcmmmary t o  thm pmrfornmcm by aithmr Custoplr o r  
Compmy undmr thim Agrm.mmnt, ac t8  of thm public a r m y  o r  tmrrorimtm, warm, block- 
adam, inmurrmctionm, riot., mpiddcm,  landmlidmm, l ightning,  mmrthquakmm, firam, 
mtoenu, floodm, wmmhoutm, arrmmt urd raatr.int of rulmrm urd pmoplmm, c i v i l  
dimturbmncmm, urplomionm, braakmgm o r  accidmnt t o  Emchinary o r  linmm of pip., linm 
framsm-up., muddmn p a r t i a l  o r  muddmn mntirm failurm of Company'm gmm mupply. 
f a i l u r e  to  obtain mmtmrialm and mupplimm duo t o  govmrrrmmntal rmgulationm, and 
cmummm of l i k e  o r  m i m i l m r  kind. whmthar hmrmin mnummratmd o r  not,  and not within 
thm control  of thm P a r t y  claiming aumpmnsion, and which by thm umrcimm of dum 
diligmnca much pa r ty  i m  unablm t o  ovmrcoui providmd t h a t  thm umrcimm of due 
diligancm mhmll not rmquira mmttlrmmt of labor  diaputmm mgminmt thm bmttmr 
judgmmnt of the  Par ty  having thm dimputm. 

Thm t m r m  *forcm majmurr. a# e l o y m d  hmrmin aha l l  almo includm, bu t  m b l l  not  b* 
l imi tad  to,  i n r b i l i t y  t o  ob ta in  o r  acquirm, a t  rmamonabla coat,  grnltm, mmrvitudmm. 
rightm-of-way, pmrmitm, licmnmam, o r  m y  othmr mutborismtionm from t h i r d  partimm o r  
agmncimm (privmtm o r  govarnmantal) o r  i n a b i l i t y  t o  obtain o r  mcquirm a t  remmonAblm 
comt nmcmmmary uutmrimlm o r  mupplimm t o  conmtruct, uuintmin, and opmrate MY 
fmcilitimm rmquirmd f o r  the  pmrfomurcm of any obligmtionm undmr th in  Agre.mmt. 
whmn mny much i n a b i l i t y  d i rmet ly  o r  indirmctly contributmm t o  o r  rmmults i n  mithms 
Par ty ln  inmbili ty t o  pmrform it. obligmtionm. 

9.0 RXCDLATORY AUTHORITY. Thim Agrmumnt i m  mubjmct t o  a11 Valid l m w m ,  ordmrm. 
ruhm and rmgulationm of any and a11 duly conatitutmd ruthoritimm having jurimdic- 
t i o n  ovmr thm aubjmct mrttmr harmin and i m  subjmct t o  thm rmcaipt of m y  nmcmmmary 
authorimmtion f o r  thm intmrruptiblm mmrvicm eontuuplmtmd hmrmin. 

10.0 REPORTING REQUIREMXNTS. Cumt-r mh.11 f ~ m i m h  Cmmny a11 bfo-tion a. M Y  
bm rmquirmd o r  approprimtm t o  c o ~ p l y  with rmporting rmquirmuntm of duly 
conmtitutmd ruthoritimm having ju r i sd ic t ion  ovmr thm M t t o r  hmrmin. 

In WIT lmBS ~ R L O r ,  thm partima have duly mxacutmd t h i s  Agra-nt am of thm data 
and ymmr d o r m  writ ton. 

* Plmmmr typn o r  p r i n t  t he  nuum bmlow thm mignmturm linem. 
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Thie doc-t ia m attachment to the Inta~ruptible Gsneral Baa B e ~ i c e  h g r e ~ ~ ~ n t  
,fontma-Dafota Utiliti*. co, and @C*~@j&$$~*~fl&$~ 

natural gaa marrice to it# fmcilitk3~y,tmd at 
iea and chargaa haraundmr ahall ccamnce on ' ? u i ~ ~ ~ ~ ! ~ :  

~ . x p i r . ~ @ L ~ P ~ m i d .  

MuLmn Y u h  
Intarruptible Intarruptible 

Dalivery Ratm Delivery Point Delivery Point 
Point Bchedulm Rata* Qu --  antity Par Day (dk) Annual QUantity (Qkl 

Custommr agree. to notify Compmny o t  chmgaa in itm daily natural %ma requit-nta 
in accor&nce with the following reguir.nuntar 

Cuatour muat inform company of the date the Cuatoaer'a tmcility will start 

consuming natural gaa am well as thm datm tha Cuatanmr caaama consuming natural 

gaa. The Cen~~any muat rmcmiva thia information by lor00 a.m. Cantral clock Tiu 

tha day prior to either iaaua liatod above. 

NollTAlPA-DAIOTA rPPILITILB EO.. 
A Dividon o f  mu Reaourcma Oroup, Inc. 
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I b a r e  requart that tbam daily ruirn qurntltiar bo proridad to thin location 
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GAS TRANSPORTATION AGREEMENT 

=IS &ORE-, made t h i s  day of ~ ~ . ~ , ' . k ~ ~ ~ ~ , ' ; ? ; < ~ ~ ~ , : : , ~ < ,  20!:.:,:'j;::.', ie by and between 
MONTANA-DAKOTA UTILITIES CO., a Division of MDU , a Delaware 

t e r  ca l led  *Companym, and located a t  
h e r e i n a f t e r  c a l l e d  "Customer 

Customer has entered i n t o  agreements t o  purchase n a t u r a l  gaa and heve t h a t  gaa 
delivered t o  a " r ece ip t  pointw us ing Shipperle) a s  spec i f i ed  i n  attached Exhibit  
.An as  Shipper. Customer agrees t o  no t i fy  Company p r i o r  t o  any change i n  
shipper(s) and f u r t h e r  agrees to  execute a new Exhibi t  .Am p r i o r  t o  change of 
event. 

Customer and Company e n t e r  i n to  t h i s  Gas Transportation Agreement t o  have sa id  gas 
transported by Company from the nreceipt  pointg  t o  a gde l ive ry  pointa .  

WIrmESSBTgx The p a r t i e e  hereto,  each i n  consideration o£ the agreement of the 
other,  agree as followsr 

2 .o RECEIPT POINT(S) , DELIVERY POINT (s) , RATE SCHEDULE (s) , AND QUANTITIES. 
Delivery of natura l  gas under Firm General Gas Transportation Service Rate 8 4 ,  
In t e r rup t ib l e  General Gas Transportation Service Rate 81, or  I n t e r ~ p t i b l e  
Indus t r i a l  Gas Transportation Service Rate 82, by Company t o  Customer s h a l l  be a t  
or near the points  whose locat ions  and maximum de l ive ry  quant i ty  per day a re  
described as follows. I n  the event s a id  "Term of Rate", aa speci f ied  i n  attached 
"Exhibit B", i s  not executed by both partierr t o  t h i s  agreement, Customer agrees to 
pay Company the c u r r e n t l y  approved c e i l i n g  r a t e  as spec i f i ed  under .Rate Schedulew 
below. Said "Term of  Rate. s h a l l  not  be executed f o r  periods of l e s s  than 30 
days. 

Dk Maximum 
Rate Delivery Point 

Receipt Point Delivery points  Schedule Quantity Per Day 

2.1 DISPATCHING - Cuetomer w i l l  adhere t c  gas dispatching po l i c i e s  and procedures 
established by Company t o  f a c i l i t a t e  service  under t h i s  Agreement. Company w i l l  
inform Customer of any changes i n  dispatching p o l i c i e s  tha t  may a f f e c t  t h i s  
Agreement aa they occur. 

2.2 KETERING AND M B A S U R ~  - company w i l l  m t e r  t he  quant i ty  of na tu ra l  gas 
delivered to  Customer a t  the de l ive ry  point.  Company w i l l  t e s t  meter i n  
accordance with appl icable  s t a t e  u t i l i t y  ru l e s  and regula t ions .  I n  addition, the 
pa r t i e s  agree t o  the following t e s t ing  and correct ive  p rocedures~  
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2.2.1 CUSTOMER'S METER - Customer may i n s t a l l ,  ope ra t e  and maintain a t  i t s  so le  
expense, equipment f o r  the purpose of measuring the  amount of na tura l  gas 
delivered over  any measurement period (Customer m e t e r ) ,  provided the  equipment 
sha l l  not i n t e r f e r e  with such del ivery  o r  with t he  Company's meter. 

2.2.2 ALTERNATIVE MEANS OF MEASUREMENT - I n  the  event  t he  Company's meter i s  out 
of service,  measurement s h a l l  be determined by t h e  following s t ep  process 
beginning w i t h  s t e p  below: 

a. Using the  r e g i s t r a t i o n  of the Cuetomer'a meter, i f  i n s t a l l e d  and 
accu ra t e ly  r e g i s t e r i n g  within two percent (2%) ( e i t h e r  high of  low)^ o r  
b. I n  the absence of accura te  Customer meter ing ,  by making a  ca l ib ra t ion  
t e s t  o r  mathematical ca l cu l a t ion ,  i f  t h e  percentage of e r r o r  i s  
aece r t a inab le i  o r  
c. To the  ex t en t  Customer's meter c a l i b r a t i o n  t e s t ,  o r  mathematical 
ca l cu l a t ion  described above cannot be u t i l i z e d ,  by estimating by reference 
t o  q u a n t i t i e s  measured during periods under s imi l a r  conditions when the 
Company's meter was r eg i s t e r ing  accuratelyi  o r  
d. To the  extent  the methods described above cannot be u t i l i z e d ,  by 
es t imat ing by reference t o  Customer's opera t ing  records f o r  t he  period i n  
ques t i o n .  

2.2.3 TESTING - The accuracy of the  Company's e l e c t r o n i c  measurement device and 
the  i n t e g r i t y  of the  meter e h a l l  be  t e s t ed  and c a l i b r a t e d  i n  the presence of the 
Customer a t  a  minimum of once each year.  I n  addi t ion ,  flow t e s t i ng  and 
ca l ib ra t ion  of t h e  meter s h a l l  be performed i n  compliance with es tabl ished Company 
policy f o r  l a r g e  meters a t  a  minimum of once each f i v e  years.  Company s h a l l  
forward a  copy of ca l ib ra t ion  documentation t o  Customer. In the  event t h a t  e i t h e r  
par ty  n o t i f i e s  t he  o ther  t ha t  i t  des i r e s  a  t e s t  of t h e  accuracy of i t s  own o r  of 
t he  other p a r t y ' s  meter, the p a r t i e s  aha l l  coopera te  t o  secure a  prompt 
ve r i f i ca t ion  of t he  accuracy of euch equipment. Notice s h a l l  be addressed t o  
Companyre Gas Superintendent a t  Company's " - .' Office  and s h a l l  be i n  
writ ing a t  l e a s t  fourteen days i n  advance of s a id  t e s t i n g .  

2.2.4 COSTS OF TESTING - company e h a l l  bear  the  c o s t  of the t e s t i n g  and any 
required adjustment of the  Company's meter. In t he  event t h a t  Customer requests a  
t e s t i ng  of CompanyJ a  meter a t  o ther  than the s p e c i f i e d  in t e rva l s ,  Customer s h a l l  
bear  the c o a t  of the t e s t i ng  unless such! equipment i s  found t o  be inaccurate by 
grea ter  than two percent: (2%) ( e i t h e r  high o r  low). 

2.2.5 CORRECTIONS OF MEASURING EQUIPMENT - I f ,  Upon t ea t ing ,  the Company'e meter 
i s  found t o  be accura te  within two percent (2%) ( e i t h e r  high o r  low) a t  a  flow 
r a t e  corresponding t o  the  average hourly flow r a t e  f o r  na tu ra l  gas supplied by 
Company t o  Customer f o r  the pariod s ince  the l a e t  preceding t e s t ,  previous 
recordings of euch equipment e h a l l  be considered accu ra t e  i n  computing de l ive r i e s  
of na tura l  gas  hereunder, but Compmy meter s h a l l  be  promptly adjusted t o  record 
co r r ec t ly  t o  t he  extent  possible.  I f .  upon t e s t i n g ,  Company's meter s h a l l  be 
found t o  be  inaccura ta  by g rea t e r  than two percent (2%) ( e i t h e r  high o r  low) a t  a  
flow r a t e  corresponding t o  the average hourly flow r a t e  f o r  na tu ra l  gas supplied 
by company t o  Customer f o r  the period s ince  the l a a t  preceding t e a t ,  then such 
Company meter s h a l l  be promptly adjusted t o  r eco rd  properly,  to  the  extent  
poesible,  and any previous recordings by such Company meter s h a l l  be corrected t o  
zero  e r ro r ,  t o  the  extent possible,  and Company e h a l l  promptly send t o  Customer a  
r epo r t  based on such corrected recordings and a  r ev i sed  invoice based on correc ted  
readings wi th in  t h i r t y  days. I f  no r e l i a b l e  information e x i s t s  as  t o  when t h e  
Company meter became inaccurate,  i t  eha l l  be aaeumed f o r  correc t ion  purpoeea 
hereunder t h a t  such inaccuracy began a t  a  point  i n  t ime midway between the t e s t i n g  
d a t e  and t h e  l a e t  previous date on which the  Company meter was t e s t ed  and found t o  
be accura ta  o r  adjus ted  to  be accurate.  
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1.1.6 MINTENANCP - ~ e c h  p a r t y  w & l l  hava thm r i g h t  t o  ba p r a a m t  whanavmr the 
other  party reads, claanw, changmw, rapairw, inwpwctw, tmatw, calihratmw, o r  
adjuwtw i t w  nutmr. sach p a r t y  whall give timely no t ice  t o  tho other  party i n  
advmca of taking any much ac!!c_nw;, Uotica whall bm mddrmmwmd t o  Cospany'w Oaa 
Suparintmndmt w t  CompanyOw - 4  -.\%+. ! +  : Officm. Bath par ty  whall givw a t  
lmawt 24 hourw notlcm t o  thm o thar  party p r io r  to undmrtaking thm rbovm-dmwcrihad 
ac t iv i ty .  

2.1.7 C!XARQKS, PENALTIES, COSTS, OR IXPMBEE - TO th* a r t a n t  t h a t  any pmnaltiaw 
ara  incurrad by Cult-r am a r e s u l t  of the inaccuracy of Canlpmyns metar grmatar 
t h m  two parcant (12) (mithmr high o r  lox) ,  Campany a h a l l  ba rmwponwihla fo r  much 
pmnaltimw. 

1.3.8 ELLCTRONIC MXASWIIMKNT EOUIPYIlIT - Tha Cornpany'w mlmctronic (Yatratmk) 
mmawur.nant, uwwd am a ramate t w d n a l  uni t  f o r  wyatwm oparationw, aquipmmt i w  
excluded froas the  rmquirumntw of 8actionw 1.1.2, 1.1.3, 1.1.4. 1.1.5. 1.2.6. nnd 
2.1.7. Thm a m t b t m d  coat  of the inwtallntion of almctronic wawuromnt aqu ipont  
i n  conjunction with thin Agrauuant i a  (-. Cuwtonur agraaw t o  prwidm thiw 
m u n t  to Compuiy a t  thm t h a  thiw Agrmmnt i w  rmturnad t o  Company f o r  mxmcution 
by ConrpurY. 

1.2.9 RBCORD EUSlIlPATIOW - Cuwtaur aha l l  hava tha r i g h t  a t  a l l  rmaaonlblm t h w  
t o  mxuninm tha bookw, rmcorda and chartw of Ccmpmy, f o r  a two year pariod 
wubwaquant t o  tha iwwumcm i n  wri t ing of a diwputa i n w i c a ,  t o  thm mrtant 
nmcewwary to vmrify tha accuracy of m y  atat .mmt,  chmrga o r  computation udw 
undar o r  purwunnt to any proviwionw of thiw agrmmmont. 

Dmlivary Point - Tha po in t  a t  which Cuatomrr ammuma cuwtody of tha gaw 
haing tranmportmd. This point  w i l l  notaully bm a t  the outlmt of Companylw 
Mtwr( l )  locatad on Cuwtomar'm prdwew.  

Oaw nay - Ymwnw a pmriod of twanty-four conwacutivm hourw, baginning and 
ending a t  9100 a.m. Cmntral Clock T b .  

Intarruption - A wuwp~nwion of tranwportwtion o r  rmtai l  na tura l  9.8 aarvicm 
darmad nacmamary by Company. 

Nomination - Tha d a i l y  vo luw,  i n  dk, of na tura l  ga. rmqummtmd by Cuatorur 
f o r  tranaportwtion and de l ivery  t o  Cuat-r a t  tho dolivery point  over a 24 
hour pariod c-ncing a t  9100 a.1. Central Clock T h  mach day. 

Rmcaipt Point - Tha intmrtim batwaen Caupany m d  tha intmrconnacting pipa- 
linm(w) a t  which po in t  Company awwup.m cuwtody of tha gaw baing trmaportad.  

Shippar - Tba party with whom tha pipal ina &w mntmrmd i n t o  a Smrvice 
Agrmamnt f o r  trnnwportation warvica. 

4.0 RATX. Thw rmtaw chargmd Cuwt-r whall ha am wpacifiad i n  applicrblm Corpmy 
tarifi.aw approved by thm wppropriatm atatm u t i l i t y  rmgulatory agency. 

Tha currant ly a f fac t iva  ratmm arm attachad harato and m d a  a p a r t  harmof. C o ~ p m y  
mhall havm thm r i g h t  t o  modify tho ratmm chargad and thm t a m  a d  condition* 
hmrmundar by making un i la twra l  rat. filing. with tha appropriatm ragulatory 
agency. 

Date Filed: December 30, 2002 Effective Date: Service rendered on and 
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for Customer's firm requirements delivered through Customer's interruptible 
meter (6) . 
4.2 e. In addition to the rates specified above, Company shall collect from 
Customer and Customer agrees to pay Company any sales, use, excise, or other such 
taxes and city fees that are legally effective and applicable to the service 
provided hereunder. 

4.3 REPLACEMENT OR SUPPLEMENTAL SALES SERVICE. Interruptible retail gas may he 
available at this location during the time that this Agreement is in force. - --- - 
Customer may request that Company provide interruptible retail gas sales pursuant 
to Rate Schedule -. Service under such rate is subject to the availability of 
capacity on Company's system and prior demands of customers served under Company's 
general service gas rates. 

5.0 ASSIGNMENT. Customer agrees that it will not assign this Agreement except 
upon written consent of Company. 

6.0 INDEMNIFICATION. Customer agrees to indemnify and hold Company harmless from 
any and all injury, loas or damage resulting from Customer's negligent or wrongful 
acta under and during the term of this Agreement. Company agrees to indemnify and 
hold Customer harmless from any and all injury, loss or damage resulting from 
Company's negligent or wrongful acte under and during the term of this Agreement. 

7.0 INGRESS AND EGRESS. Company is hereby granted rights of ingress and egress, 
at reasonable times, for operating, inspecting and maintaining any of Company's 
facilities on Customer's premises. 

8.0 FORCE MAJEURE. In the event of either Party's being rendered wholly or in 
part by force majeure unable to carry out its obligations under this Agreement, 
then the obligations of the Parties hereto, so far an they are affected by such 
force majeure, shall be suapended during the continuance of any inability so 
cauaed. Such causes or contingencies affecting the performance of this Agreement 
by either party, however, shall not relieve it of liability in the event of its 
concurring negligence or in the event of its failure to use due. diligence to 
ramedy the situation and remove the cause in an adequate manner and with all 
reasonable dispatch, nor shall such causes or contingencies affecting the 
performance of thie Agreement relieve either party from its obligations to make 
payments of amounts then due hereunder, nor shall such causes or contingencieo 
relieve either party of liability unless such party shall give notice and full 
particulars of the same in writing or by telephone to the other party as soon as 
possible after the occurrence relied on. If volumes of Customer's gas are 
destroyed while in Company's poseession by an event of force majeure, the 
obligations of the Parties under this Agreement shall terminate with respect to 
the volumes lost. 

The term .force majeure" as employed herein shall include, but shall not be 
limited to acts of God, strikes, lockouts or other industrial disturbances, 
failure to perform by any third party, which performance is necessary to the 
performance by either Customer or Company under this Agreement, acta of the public 
e n e q  or terrorists, wara, blockades, insurrections, riots, epidemics, landelides. 
lightning, earthquakes, fires, atoms, floods, washouts, arreat and restraint of 
rulers and peoples, civil disturbances, explosions, breakage or accident to 
machinery or linee of pipe, line freeze-ups, sudden partial or sudden entire 
failure of company's gas supply, failure to obtain materials and aupplies due to 
governmental regulations, and causes of like or similar kind, whether herein 
enumerated or not, and not within the control of the Party claiming suspension, 
and which by the exercise of due diligence such party is unable to overcome1 
provided that the exercise of due diligence shall not require settlement of labor 
disputes against the better judgment of the Party having the dispute. 

Date Filed: December 30, 2002 

Issued Bv: Donald R. Ball 
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The t m r r  .forcm majmure. am anployad hmrmin mhall a l s o  includa, but  nhal l  not bm 
limitmd to ,  i nmbi l i t y  t o  obta in  o r  acquire,  a t  rmamonablm comt, grentn, m m r -  
vitudan, rights-of-way, p m d t m ,  licurmmm, o r  m y  other  authoriaetioxu fram t h i r d  
partiem or  agancimn (privatm o r  govmmmmntal) o r  inmbi l i ty  t o  obta in  o r  acquire a t  
reamonablm c o r t  nmcammary ~ t a r i a l m  o r  mupplian t o  conntruct,  maintain, and 
opmratm any t a c i l i t i m r  rmquirmd f o r  the  pmrfo-cm of any obligation. under thim 
Agrs.mmnt, whmn any much i n a b i l i t y  dirmctly o r  indirmctly contributmm t o  or  
romultm i n  mither Par ty la  i n a b i l i t y  t o  pmrform i t m  obligmtionm. 

9.0 RXWLATORY AUTHORITY. Thim Agreammnt i m  mubjact t o  a l l  v a l i d  law#, ordmra, 
rulmn and rmgulmtionn of any m d  a11 duly conmtitutmd authoritimm having jurimdic- 
t i o n  ovmr tho rubjmct mat ter  hmrmin and i a  nubjact t o  thm rmcmipt of m y  nmcmrmary 
author isa t ion f o r  thm tranmportation mervicm contwrplatmd hmrmin. 

1 0 . 0  REPORTING REQUIREKENTS. CuntoMr s h a l l  f u n i ~ h  C w m y  a11 inf0nMti0n a8 
may bm rmquirmd o r  approprimtm t o  comply with repor t ing rmguirementn of duly 
conmtitutmd authoritimm having ju r i sd ic t ion  ovar thm mat ter  harmin. 

IN WITNEBS WHSREOT, tho partimm havm duly umcutmd th in  Agrmemmnt am of thm d 8 t m  
and yoar abovm writtmn. 

MONTANA-DMOTA UTILITIIB CO., 
A Divimion of M U  Rmmourcmm 
Group Inc.  

Plea#. type o r  p r i n t  thm nummm bmlox thm mignaturm linmm. 

Date Filed: December 30,2002 Effective Date: Service rendered on and 

after December 2,2003 
Issued By: Donald R. Ball 

Asst. Vice President-Regulatory Affairs 
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Thia d o c w n t  im m attachnut to tho  Qaa 
bmtwmmn Montana-Dmkota Utilities Co. and 
tranmportation mmmicm to Cu8tmnrr' 8 f acil 

Cumtonrrl a Total Intmrruptiblo Tran8p02t.ti0~ Quantity I dk pmr day. 

CumtoPlr hmraby ~uthorimr8 Company to furnimh thm mhippor any inforrrtion rdating 
to thm v o l w  and/or cost of natural gam furmirhmd by Coqp~ny for u8m by Cumtour. 
This muthoriaation will r a i n  in mffmct until A writtmn noticm i8 rocmivsd frol 
Cumtunr. 

Accoptad and agrmod to thin day of 2 0 ~ .  

BlomANA-DUOTA mILITIss CO.. 
A Division of YDU Rm8oUrCm8 Qroup, Inc. 

Dirmctor of Y.rkmting L Cumt-r Bmmicm8 

Date Filed: October 24, 2003 Effective Date: Service rendered on and 
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NONTANA-DAXOTA UTILITIEI CO. r 
A Division of MDU Reaourcas Qroup, Inc. 
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TPf-f.. documant in m attachant to tba Cdam 
:sE%+~-$ batwaan Montana-Dakota Utilitimm Co. 
n~tural -_ga~,,,:~ transportation aarvica to Nmtommr'm facility locatad at 
..!*:;, l-. . : .... 3.k3?zh~+5.L. . 

January 

mbruary 

March 

April 

y.Y 
Jun. 

July 

Aupumt 

saptambar 

a t o h r  

#ov.Pbar 

D a c d a r  

I harmby raguast that tbaaa daily nuximum quantitiam ba proridad to thim location 
purrnuant to ui approved firm natural gam malam tariff. 

~,~.ad=~~-~f~.,,,ud accaptad by Montana-Dakota Utilitiam 50. turn diy of 
;.>.;..;?.2"; .,,.. &,,&&l&$ffg..;, ~ ~ ~ ~ ~ ~ & .  

7 
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RITERRUPtlBLE &AS SERVICE 
MENSON AGREEMENT (RATE 1lB) 

2 . ~ b h r h . r ~ ~ ~ ~ & . h n b m p l . a d h r r r ( o . ~ . h . l m l a Y h C u r a r \ m * p r b p a n ~  
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FACILITIES RELOCATION AGREEMENT 

THIS AGREEMENT is entered into this day of , 19-, by 
and between MONTANA-DAKOTA UTILITIES GO., a Division of MDU Resources Group, Inc. 
(hereinafter "Montana-Dakota'), and I 

whose address is 
(hereinafter 'Requestor"). 

WHEREAS, Requestor desires the relocation of (gas) (electric) facilities by Montana-Dakota 
and Montana-Dakota is willing to relocate the facilities in accordance with the terms and conditions 
of this Agreement; 

NOW, THEREFORE, Montana-Dakota and Requestor agree as follows: 

1. Requestor desires.the relocation of (gas) (electric) facilities at the following address: 

OrderlGSSOIECO Number 
Date of Request: 
Requestor Billing Address: 

2. The estimated cost of the desired relocation of facilities is 
A deposit of shall be made by Requestor with Montana-Dakota prior 
to relocation work commencing. Upon completion of the relocation work, Montana-Dakota 
shall determine the actual cost of relocation. If the actual cost of relocation exceeds the 
amount of deposit, Requestor shall pay Montana-Dakota the difference between the amount 
of deposit and the actual cost within 30 days from billing. If the amount of the deposit exceeds , 
the actual cost of the relocation, Montana-Dakota shall refund the difference to Requestor 
within 30 days after job completion. If the relocation work has not commenced within 60 days 
from the above Agreement date, this Agreement shall expire and Requestor's deposit shall be 
refunded within 30 days thereafter. 

3. This Agreement shall be binding upon the parties, their respective successors and assigns. 
The assignment of this Agreement by either party shall not relieve such party, without the 
written consent of the other, from any of the obligations undertaken by this Agreement. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date 
above written. 

REQUESTOR MONTANA-DAKOTA UTILITIES CO., 
a Divlslon of MDU Resources Group, Inc. 

By: By: 
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WARNING NOTICE 
NAME: 

ADDRESS: 

TOWN: METER: 

We have observed your 
(-ma ot apptlence) 

and found an unsafe/unsatisfactory condttion due to: 

This condition can be corrected by: 

IN THE tNTEREST OF SAFE= AND GOOD 
SERVICE, YOU ARE URGED TO HAVE YOUR 

LOCAL CONTRACTOR OR 
MONTANA-DAKOTA UTBLITIES CO. 

CORRECT THIS CONDITION AT ONCE- 

After the repair or replacement is cmpleted, please notify 
our customer service department at: 1-800-638-3378 

- UNSATISFACTORY CONDITION EQUtPMENT 
P LEFT O N  O LE- O F F  - RUNSAFE CONDITION EQUIPMENT: 
0 SHUT OFF 0 LEFT O N  (Explain) 

NOTICE REC'D BY: 
puscomer Signature) 

0 Owner 0 Occupant O CHher 

MDU By: 
Date: 
Certified Letter Sent (Date): 

20241 -G<4-73) 
(Rev. 9/01) 

Date Filed: December 30,2002 Effective Date: Service rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-01 I 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

- - - -- 

Section No. 6 
Original Sheet No. 24 

TEMPORARY CONSTRUCTION HEAT AGREEMENT 

Page 1 of 1 

(a) All tu* uniu duiurd f a  vmb~# wlll bc d q 1 ~ 1 4 y  ud &ly v d  
@) Adcquue &h air v a l l l m i ~ n  will bc pmvidcd !a -wd u n v d  buhg uniu M Ql ~ p n l P n  of lhc 

Miu will IYJI UUK I. unnfc cu hunlw nuking 8hmlpbCTr. 
(c) Whcrr~~~u~~rmrc6ccdwilb8flubk~l&bo~willbeAGAaUL.ppowdudh~~8 

~ ~ U * u l 3 ~ p i u d b c l o c r c s d m t h . c i l w i ~ 1 ~ 1 b e d . n n ~ i n m y . n y b y m y  
uwhus~o a olbP .SliviliSL A 8bol1-0ffY.I~~ will bc iDU.Ued u Ih inlCt erd of lk  h e .  

(d) PRpurr rrpuLwn at cquipumd will be pmpc.ly inu.lM ud KnaL 
(0) ~ ~ V i l l b c u m i c D d r n I c n ( I 0 ) p ~ h M y p i p ~ i o l i d c t b c k L i l ~  
rn ca oww ~ ~ U U I I S ~ ~ O M  ihr- I I Y ~ L I  .nl h~ u YCII u dl h t i n n  ud ~ ~ i l i u v  &UI. will 

3. Cvltomes a r c  m kkrcrify d tnM t& C o q y  &maeu fmm .nl n&u~ my ud 4 chinu ud liability 
falou.iojury.wdwgam~a~.rir~dh.stlyabdiroctly hmtkbrsrhofmymmnty  
wrrpacn~rim uxnimd.hia lndlor from (h i ~ t l l l t i o .or  qpnfim of my equlplacm soarrckd m Ih 
C o q ~ y ' 8  mice  l i m ,  including my ud dl chinu ud h b i l i y  uiuq art of lay l r g l i p r  e a  of tbc 
Corrploy. 

MONTANA-DAKOTA UTIllTVS a3. 

BY: 
. - . - - - , 

Date Filed: December 30,2002 

Issued Bv: Donald R. Ball 

Effective Date: Service rendered on and 
after December 2,2003 I 

Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) DECISION AND ORDER 
MONTANA-DAKOTA UTILITIES 60. FOR ) APPROVING SETTLEMENT 
AUTHORITY TO INCREASE RATES FOR ) STIPULATION 
NATURAL GAS SERVICE 1 NGOZ-01 I 

On December 30, 2002, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills service 
territory. The application seeks an increase in rates in the approximate amount of $2,173,380. On 
January 16,2003, the Commission suspended the proposed schedule of rates for 90 days beyond 
January 30, 2003. On April I, 2003, Commission Staff recommended that the suspension of the 
tariff be further extended for 60 days. 

At its April 1, 2003, meeting, the Commission considered this matter. MDU concurred with 
Staffs recommendation. The Commission voted unanimously to grant the extension sought by 
Commission Staff. On April 30, 2003, the Commission received MDU's motion to continue and 
reschedule the hearing. 

At its May 6, 2003, meeting, the Commission considered this matter. MDU agreed to 
suspend implementing the proposed rate increase for 30 days after the June 29, 2003, expiration 
date. The Commission voted unanimously to grant the continuance. On May 22, 2003, the 
Commission received MDU1s motion to extend deadline for rebuttal testimony to June 6, 2003. 

At its June 3, 2003, meeting, the Commission considered this matter. The Commission 
voted unanimously to grant MDU's motion to extend deadline for rebuttal testimony to June 6, 2003. 
On June 13, 2003, the Commission received a motion to continue and reschedule the hearing and 
further suspend rates from MDU and Commission Staff. 

At its June 17, 2003, meeting, the Commission considered this matter. The Commission 
voted unanimously to grant MDU1s and Commission Staffs motion to continue and reschedule the 
hearing and further suspend rates. 

On October 27, 2003, the Commission received a joint motion for approval of settlement 
stipulation and staff memorandum supporting settlement stipulation from Staff. 

Based on the Joint Motion for Approval of the Proposed Settlement Stipulation, the 
Commission noticed the Settlement Stipulation for consideration on December 2, 2003, at 1:30 P.M., 
in Room 412, State Capitol, 500 East Capitol, Pierre, South Dakota. On December 1, 2003, the 
Commission notified the parties that the meeting location had been changed to the Kneip Room, 
Governors Inn, 700 West Sioux Avenue, Pierre, South Dakota. The Commission also notified John 
Reints, complainant in Docket No. CN03-003, of the original meeting time and place and the change 
of location. 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1-26 and 49- 
34A, including 1-26-1 8, 1-26-1 9, 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-8.1, 
49-34A-10, 49-34A-11, 49-34A-12, 49-34A-13, 49-34A-13.1, 49-34A-14, 49-34A-16, 49-34A-17, 49- 
34A-19, 49-34A-19.1, 49-34A-19.2, 49-34A-20, 49-34A-2 1, 49-34A-22, and 49-34A-23. 

On December 2, 2003, the Commission heard from MDU and Commission Staff concerning 
the proposed Settlement Stipulation. After examining the parties as to issues of concern to the 
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APPEARANCES BY TELEPHONE 

Bob Towers 

TRANSCRIPT OF PROCEEDINGS, held in the 

above-entitled matter, at the Governor's Inn, 

700 West Sioux Avenue, Pierre, South Dakota, on the 2nd 

day of December 2003, commencing at 1:30 p.m. 
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CHAIRMAN SAHR: Good afternoon. 

This is the time and place for the South Dakota 

Public Utilities Commission hearing for NG02-011. 

It's Tuesday, December 2, 2003 at approximately 

1:30 p.m. 

I am Chairman Bob Sahr, and with me today are 

Vice Chairman, Gary Hanson, and Commissioner 

Jim Burg. And I'd like to take a role call of 

anyone who's appearing telephonically. 

Mr. Towers, are you on the line? 

MR. TOWERS: Yes. Bob Towers. I'm 

here. 

CHAIRMAN SAHR: Who are you with? 

MR. TOWERS: I'm with Chesapeake 

Regulatory Consultants. 

CHAIRMAN SAHR: Is there anyone else 

on the phone line? 

All right. If not, then we've got the role 

taken care of, and should we just go with MDU 

first? Staff or MDU? 

MDU, why don't you go ahead and proceed. 

MR. BALL: We can go first. Thank 

you, Mr. Chairman. My name is Don Ball, and I'm 

with Montana-Dakota Utilities Company. 

Today we are considering the settlement 
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stipulation which was filed with you on October 27. 

This results from the natural gas rate case for 

our Black Hills system that we filed on 

December 30, 2003. 

In that application we filed for an increase 

of approximately $2.2 million. And throughout the 

course of the proceeding the staff investigated 

that application. They filed testimony. We 

subsequently entered into negotiating sessions, and 

as a result of those sessions, we were successful 

in coming to the settlement stipulation that you 

see before you today. 

This stipulation resolves all issues in this 

proceeding. And, in summary, it calls for an 

annual revenue increase of just over $1.3 million, 

which is just about a 3.2 percent overall increase, 

and a number of other issues that you see in the 

settlement agreement. 

With that, I'll -- we're here to answer any 

questions you might have. With me, of course, is 

Dave Gerdes, our attorney. To my right is 

Tamie Aberle, our pricing and tariff manager, and 

to her right is Rita Mulkern, our regulatory 

analysis manager. 

CHAIRMAN SAHR: Thank you. That's a 

PRECISION REPORTING, LTD. 
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good reminder that I should take appearances. 

Mr. Gerdes. 

MR. GERDES: Mr. Chairman, members 

of the Commission, I'm Dave Gerdes. I'm a lawyer 

from Pierre, and I represent Montana-Dakota 

Utilities Company in this proceeding. 

And I think just procedurally and technically 

for the record, the Commission has before it a 

joint motion for approval of the settlement 

stipulation which was filed with the stipulation. 

And I think that's probably procedurally what we 

need in order to approve -- or granting the motion, 

I would say, or not granting the motion, if that's 

your choice. 

CHAIRMAN SAHR: Thank you. Staff. 

COMMISSIONER BURG: You're 

recommending which? 

MR. GERDES: We'd recommend 

approval. 

MS. CREMER: This is Karen Cremer 

with staff, and I would agree with Mr. Gerdes that 

what's in front of you is the joint motion for 

approval of the settlement stipulation, and as 

noted, it is filed jointly and staff would also 

recommend approval of the settlement stipulation. 
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Mr. Towers would be available for any 

questions, as is Dave and Michelle and Keith. 

CHAIRMAN SAHR: Mr. Towers, do you 

have anything to add? 

MR. TOWERS: No, I don't. 

CHAIRMAN SAHR: Thank you. 

Commissioners, questions, comments? 

COMMISSIONER BURG: Just one I 

probably have. Given the discussion this morning, 

I think if I remember right in reading it that 

there is an increase in the minimum charge in this 

settlement; is that correct? 

MR. BALL: That is correct. For a 

residential customer our current monthly fixed 

charge or base rate is $7. And under the 

settlement stipulation that would go to 7.60 per 

month for a residential customer. 

I should note also that along with that 

there's a policy change in the company. And that 

policy change is that the company will -- for all 

new and replacement service lines the company will 

own that. 

In the past the customers have owned their own 

service line. And as a result they were 

responsible for maintenance or replacement of those 
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service lines. 

So this is a shift in that policy, and the 

company will just simply take over ownership of 

all -- 

COMMISSIONER BURG: Let me get that 

straight. All service lines, not just new or added 

ones; is that correct? 

MR. BALL: Well, right now the 

customers own their own service lines. To the 

extent that those service lines remain viable 

facilities, they will simply be owned by the 

customer. But if they need replacement, we will 

replace them at the company's expense. 

COMMISSIONER BURG: How about any 

kind of maintenance? 

MS. MULKERN: Currently the company 

is responsible for maintenance of the service 

lines, and they will continue to do the maintenance 

on all service lines. 

COMMISSIONER BURG: Is there any 

situation where those residences change hands -- 

will those lines continue to stay with those if 

they're owned by the former residents, or is there 

any kind of way of shifting the ownership? 

MR. BALL: They'll simply stay with 
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whoever the customer is. 

COMMISSIONER BURG: The last 

question, is there any increased gas included in 

that increased customer charge? 

MR. BALL: No. There's no gas 

included in that. 

COMMISSIONER BURG: Yours don't have 

any gas included? 

MR. BALL: That's correct. 

COMMISSIONER BURG: Historically has 

there? 

MR. BALL: At one time there was, 

but at least since '94 there has been no gas 

included with the monthly fixed charge. 

COMMISSIONER BURG: Okay. I wasn't 

aware of that. 

CHAIRMAN SAHR: I guess I don't mean 

to -- (Inaudible) -- MDU and staff. On this 

ownership change, so to speak, what do you think 

the typical customer's perspective would be on 

that? Do you see this as a welcomed change? 

Because perhaps there's some -- you don't have 

the possibility of having the higher expenses if 

something goes wrong, or what do you see as the 

customer's perspective on this? 

PRECISION REPORTING, LTD. 
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MR. RISLOV: If I can interrupt for 

a second, this is Greg Rislov. Could you explain, 

number one, exactly what the service is and, number 

two, what the average service would cost to replace 

if a customer had to replace it, kind of give it 

some perspective? 

With regard to the system, what is the 

service? What does that have to do with the 

system? 

MR. BALL: In a typical gas 

system -- and let's say that our main line runs 

down the alley. There's a main that would run down 

the alley or the street, whatever. There's what we 

call a service stove, which is a piece of pipe that 

connects to the main that runs to the property 

line. 

And then from the property line up to the 

service riser where the pipe comes out of the 

ground right by the house that's what's called the 

service line. 

So under this proposal we'll simply own 

everything through the downstream side of the 

meter. You know, the customer will continue to own 

their own house piping, which they have done 

forever. 
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COMMISSIONER BURG: Who owns the 

meter? 

MR. BALL: We own the meter and the 

regulator. 

COMMISSIONER BURG: Now and under 

the new policy? 

MR. BALL: Yes. Now and under the 

new policy. The only change is the service line 

which is typically from the property line to the 

riser. 

CHAIRMAN SAHR: So right now let's 

say I have a problem with my service line. Do I 

pay for that? Does MDU pay for that? How does 

that work? 

MR. BALL: If you were in the 

Black Hills area and you owned the service line and 

there was a problem with it, say it leaked or 

something, we would probably replace it and bill 

you for that. And we're talking typically the 

range of a couple hundred dollars. 

CHAIRMAN SAHR: Under this new 

system if it was a new line that was put in with 

this policy change, then MDU would pay for that? 

MR. BALL: Yes. We will pay for the 

new line and even if you're a current customer and 
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there's a problem with your service line, we'll go 

and replace the service line and we will own it. 

You will not have to pay for replacement. 

CHAIRMAN SAHR: For instance, on my 

house, if this happened as an existing line, then 

the company would actually come in and do the work 

and then you would -- you would pay for it as 

opposed to the customer? 

MR. BALL: Yes. We would pay for 

it. I might note I assume you live in Pierre. We 

already own the service line. We started it that 

way. 

CHAIRMAN SAHR: Sure. 

MR. BALL: So this will essentially 

make our Black Hills system now consistent with the 

remainder of our gas service area. 

CHAIRMAN SAHR: And I am actually 

not a customer here, but that's neither here nor 

there. I do have a line going to my housei though. 

We can talk about that later. 

MR. BALL: We sell -- 

(Discussion off the record) 

COMMISSIONER BURG: So your idea is 

if you go out far enough, you will end up replacing 

and owning them all? 
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MR. BALL: Yes. That's the idea. 

MR. JACOBSON: It may be nice to 

know too, Martin was involved in this decision, and 

his input into it was it was very important for the 

company to have this policy in place. Being out 

there on a day-to-day basis with pipeline 

inspection and stuff, he highly recommended this 

new policy. 

MR. BALL: Let me address your 

specific question just a little more. I guess from 

the company's perspective we welcome the change 

because, quite frankly, if you look at telephone, 

cable TV, even electric service, those utilities 

own everything right up to the house. 

So we're kind of the last holdout, if you 

will. We're different than the rest of the world. 

Our customers do not understand why they have to 

pay for a service line because they don't pay the 

cable company for the last 50 or 70 feet of wire or 

they don't even pay the electric company to hook a 

wire to their house. So this will put us there. 

From a customer perspective we think it's also 

a good thing, simply because of the 

misunderstandings that have arisen. They're 

saying, well, my service line works perfectly, 
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okay. But we are subject to DOT requirements on 

pipeline inspection and safety, and they just don't 

understand. So it will be a lot less hassle for us 

and we think a very good thing for our customers. 

COMMISSIONER BURG: Two questions I 

have continuing on this. One is there's really no 

value to the customer, is there? I mean, nobody 

can claim that there's a value in that pipe that's 

in the ground to them, is there? 

MR. BALL: I don't see that. 

COMMISSIONER BURG: I don't see it 

either. So the question I have is did you consider 

or is there a reason you did not just decide to 

just own all of them, take them over, or did you 

feel that you had to wait until there was a 

replacement? 

MR. BALL: Well, I think it's just 

more efficient to wait until there's a replacement. 

If we want to own all of them, you're going to run 

into a customer who says, well, I want some money 

for my service line. 

What do you pay for 20 or 30-year old service 

line? Quite frankly, it's cheaper to put a new one 

in. 

COMMISSIONER BURG: That's all I 
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CHAIRMAN SAHR: Thank you. So staff 

doesn't see any downside to making this change? 

MR. JACOBSON: No. 

MR. TOWERS: I certainly don't. 

CHAIRMAN SAHR: Thank you. 

VICE CHAIR HANSON: Mr. Chairman, I 

would just note that water companies have similar 

challenges and having been a utilities 

Commissioner -- yes, utilities Commissioner some 

years ago this was one of the biggest challenges 

that we had when someone would have a problem with 

their service line is understanding that it was 

owned from a similar situation, from the shutoff to 

the home, and why should all of a sudden -- it's 

quite expensive to dig up a water line and replace 

it. 

And this, I think, is a very good step forward 

in providing better services and eliminating those 

challenges to the consumer. 

CHAIRMAN SAHR: Thank you. Any 

other questions or comments on this particular 

charge? 

VICE CHAIR HANSON: Move for 

approval. Do you need one? 
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CHAIRMAN SAHR: Actually I do have 

another couple of questions. If Jim seconds. 

COMMISSIONER BURG: I hesitate at 

indifference to the Chair. 

VICE CHAIR KANSON: I didn't see his 

list of questions. 

CHAIRMAN SAHR: You know, I 

definitely can see merit to this. I think it makes 

a whole lot of sense. One of the things that I 

would like to flush out is the DDSM charge, and 

that's the distribution delivery stabilization 

mechanism. 

And I'd like you to talk a little bit about 

how that's actually going to work, and I would 

encourage advisers to ask any questions they have 

along these lines. 

But maybe you can just give us a little more 

overview on how you see this working and how it may 

work depending on the fluctuations year to year 

based on warm years, cold years, so forth. 

MR. BALL: Tamie Aberle will be 

happy to do that for you. 

MS. ABERLE: This is Tamie Aberle 

with Montana-Dakota. The DDSM, or distribution 

delivery stabilization mechanism, is a means of 
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levelizing customer bills during the winter 

periods. 

The mechanism would be applied to bills 

starting with the bills we issue on November 1 in a 

typical year. And the mechanism would take a 

look at -- each customer's bill basically would be 

adjusted to reflect normal weather. And we do that 

by first eliminating the base use from that 

customer's usage during that particular billing 

cycle and then adjusting that to reflect the 

weather difference. 

And we would do that based on what we call 

billing degree days, which is simply a calculation 

of the deviation from a base of 65 degrees. And 

this information is reported by the National 

Weather Service, and their reporting stations for 

the Black Hills area would be using the Rapid City 

Airport weather reporting station. 

For just a simple example, if we looked at a 

customer that was billed 20 dekatherms during the 

month of January and the weather was 

10 percent colder in that particular month, by 

applying this adjustment mechanism we would 

actually reduce that customer's bill by, in this 

case, 2.60. 
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Now if the reverse were to happen in that same 

month and it was 120 percent warmer than normal, we 

would increase the bill by 2.60. 

The rates that we establish in the case are 

based on normal weather. And this is the 

distribution margin that I'm speaking of, and it is 

not affected by the cost of gas. The gas commodity 

would be whatever dekatherms are registered at that 

home, that gas commodity would be billed on that 

customer's bill. 

This is just the distribution margin. And a 

couple of reasons for that. There are fixed costs 

that we know are not covered in that base rate, the 

basic service charge, as we refer to it, even at 

7.60, based on our analysis, that is not recovering 

all of the fixed costs. 

So to the extent there are fixed costs in that 

energy component, in that distribution margin 

component in colder weather customers are actually 

contributing more toward fixed costs and in warmer 

weather they're not contributing enough toward 

fixed costs. 

We see the adjustments as minimal on a 

customer-by-customer basis, and yet it will provide 

some stability in those bills during those winter 
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MR. JACOBSON: Just so I can clarify 

what was handed out to you, Martin put this 

together, and it's like Tamie just did. It's an 

example of what the effects of the adjustment are 

and kind of how it operates. 

If you take a look at the top group of 

numbers, small residential customer, which is 

typically what most people are concerned about, the 

usage for each month is what Martin has determined 

is the average for customers in the Black Hills 

region. 

If you look at the next column, that is the 

usage less the base use that Tamie has spoke about. 

And this example is for each 1 percent warmer or 

colder than normal. So, for instance, if it was 

10 percent warmer or colder than normal, you can 

basically multiply this by 10. This is how much it 

will affect your bill each month. 

And if you just follow it across -- I guess, 

if you follow it down, you can see the effect, the 

heating degree adjustment. You know, the revenue 

adjustment for an entire 12-month period for each 

degree above or -- for each percentage above or 

below normal, it's 79 cents. There's different 
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ways to look at it. The heating degree day 

adjustment is the dollar amount per percentage 

above or below normal. 

As Tamie stated, we have to remember that this 

does not include the gas costs. And, for instance, 

the first line there with 15 dekatherms of usage, 

right now I don't know that gas cost is probably 

around or above $5. So the effect of this 

charge -- if weather was 10 percent warmer than 

normal, 15 dekatherms of usage -- or affects the 

bill by 13 cents per percentage above or below 

normal. 

COMMISSIONER BURG: In this case it 

would be down. 

MR. JACOBSON: It could be either 

way. It works the same either. If it's colder 

than normal, it would be lowered. If it's warmer 

than normal, your bill would increase by this 

amount. It gives you an effect. It's not a really 

dramatic -- 

You know, speaking to Martin about how cold 

above or below normal it really can get, a huge 

swing from between percent above or below normal. 

That would be a drastic departure from normal 

temperature. 
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Considering that, if you look at -- just look 

at the month of January. 20 percent would be 2.60 

for 15 dekatherms of usage, you know. If you have 

any questions about that, I can answer it. If you 

really want to get into the real details, we can 

get Martin on the phone. He's at Northwestern 

Public Service doing inspections right now. But 

this was his exhibit explaining the effect. 

CHAIRMAN SAHR: While we kind of 

look over the exhibit I do have a question about 

how this is going to appear on the customer's bill 

and how it will be explained. 

What is the anticipated method of billing this 

and explaining it to the customer? I mean, is it 

going to appear as a new charge, or what's it going 

to look like? 

MS. ABERLE: Yes. We have suggested 

that it show as a separate line on the customer's 

bill so they're aware of it, and at the time that 

we implement the mechanism we would do a notice, 

customer insert outside of the notice that would go 

along with the rate case. So there would be a 

specific insert relating just to the DDSM. 

MR. SMITH: Does this vary by usage, 

though? Is this a usage-based adjustment? 
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MS. ABERLE: Yes, it is. 

MR. SMITH: So we won't be back to 

another fixed cost? 

MS. ABERLE: No. It's not fixed. 

COMMISSIONER BURG: Is the purpose 

of this to allow you to be sure you recover all of 

those costs? 

MS. ABERLE: It does both. It 

does -- we have fixed costs that we have identified 

when it occurs between abnormal -- in abnormal 

weather which, you know, the normal weather is 

based on a 30-year average. So in between those 

times that we are recovering fixed costs and to the 

extent it's colder than normal, customers aren't -- 

COMMISSIONER BURG: It doesn't 

levelize as well. 

MS. ABERLE: Yes. 

CHAIRMAN SAHR: I'll play devil's 

advocate here. With fixed costs would they be 

better handled through a charge that is directly a 

fixed charge cost like the 7.60 charge, or which 

would be better in trying to recover fixed costs? 

MS. ABERLE: Well, customers' 

perception of a fixed cost have been troublesome 

over the years, as we have seen this morning. 
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Probably not to that degree. But I think people 

have a hard time associating the fixed charge with 

more than just the meter hanging on their house at 

times, when, in fact, it covers a lot more costs 

that we have that are fixed in nature than that. 

But that's certainly another way to eliminate 

this is to truly reflect fixed costs, which in many 

cases would be higher. 

CHAIRMAN SAHR: Do other companies 

have similar charges either in South Dakota or 

elsewhere in the United States? 

MS. ABERLE: There are about 35 

companies today throughout the United States. I do 

not believe there are any here in South Dakota that 

have a mechanism similar to this in place. 

CHAIRMAN SAHR: Do you have any 

analysis or any -- anything that would indicate 

whether customers like this sort of charge or -- 

not like a charge, but whether this is something 

that the public's going to generally understand and 

accept or if it's something that's going to cause 

the phones to start ringing off the hook for 

everyone saying what's this new charge on our bill 

and why is it being done this way? 

Have you done any sort of research on that? 
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MS. ABERLE: I do not have any sort 

of specific data on that. 

CHAIRMAN SAHR: Do you know for a 

typical average customer -- and maybe this goes a 

little bit to this graph -- what sort of pluses and 

minuses are we going to see on their bill? I mean, 

10 percent warmer or colder, 20 percent warmer or 

colder? 

What sort of fluctuation are we going to be 

seeing? Do you have any idea or any analysis on 

what it's going to look like? 

MS. ABERLE: Well, I think this 

table does a good job of exhibiting. 

CHAIRMAN SAHR: What are they 

translating -- 

MS. ABERLE: Well, if you look at 

January on this table -- I guess it's not my 

exhibit, but I am talking about it. 

MR, JACOBSON: It may be more my 

responsibility to speak to it. For instance, if 

you look at January, an average residential small 

metered customer uses 15 dekatherms of usage. The 

weather temperature sensitive portion of that usage 

is 13.09 dekatherms. So that is what the 

adjustment is going to affect. 
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If it's 1 percent warmer or colder than 

normal, then the factor you multiply that 13.09 

dekatherms by is 1.01 or 1 percent. And you end up 

with the heating -- when Martin put this together, 

I mean, heating degree adjustment, I was assuming 

that meant revenues, but I'm not -- 

MS. ABERLE: If I could. This is 

Tamie Aberle again. I believe that would be the 

dekatherm adjustment, if you will. 

MR. JACOBSON: Right. 

MS. ABERLE: And that would be 

applied to the distribution margin or the energy 

charge, which in the case would be 1.435, $1.435. 

So in that particular month the adjustment applied 

to that bill would be .13 times 1.435. And then in 

the last column is if it was 1 percent warmer in 

every one of the winter months, that particular 

customer would see a total of adjustment of 

79 cents. 

CHAIRMAN SAHR: For the month, for 

the year? 

MS. ABERLE: This would be for the 

whole season. If it's 1 percent warmer, if we just 

assume this is warmer, it would be 79 cents. So if 

it were 10 percent warmer, it would be 7.90 over 
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that entire winter period. 

CHAIRMAN SAHR: So we're talking 

about a fairly small deviation. 

MS. ABERLE: Yes. 

COMMISSIONER BURG: Conversely, if 

it's colder you'd have -- 

MS. ABERLE: Yes. 

CHAIRMAN SAHR: I think you answered 

part of my next question because I was asking for 

the residential perspective. And I also want to 

make sure, you know, if you had a larger business 

that was under this sort of billing system, that 

there wasn't going to be some sort of unfairness in 

that you could be in business one year, out of 

business the next year sort of thing. 

And it sounds like even -- it appears from the 

graph even for the larger businesses the 

fluctuation's going to be relatively small, we're 

not talking huge dollar amounts. Is that correct? 

MS. ABERLE: That's correct. 

COMMISSIONER BURG: I'd like to ask 

a -- it's not even -- it's a related question, but 

it's not directly to this at all. I know that you 

make an adjustment or you adjusted for the sea 

level, height above sea level because of gas 
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pressure; right? 

Isn't that a factor at how you arrive at -- I 

know, of course, the Black Hills has quite a 

variation. Is there any adjustment within your 

territory? Is there just one sea level adjustment? 

MR. BALL: We bill on a dekatherm 

basis, and a dekatherm, of course, is 1 million 

BGs. So but to calculate the meter will actually 

read in thousands of cubic feet or actually 

hundreds of cubic feet. 

And we do monitor the BTU content of gas on 

our system at a number of points. And that's one 

of the factors in converting the volumetric reading 

to a dekatherm reading. 

The other factor is altitude or the variation 

from sea level. And those two factors are combined 

into what we call the thermal factor. 

COMMISSIONER BURG: But I guess my 

question was given that the Black Hills has quite a 

variation, do you have a different thermal factor 

for higher areas in the hills, or is that pretty 

well averaged in the hills? 

MR. BALL: It's my community. So 

Deadwood-Lead, for example, would have a different 

one than Rapid City because they're a different 
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COMMISSIONER BURG: That answers it. 

CHAIRMAN SAHR: To kind of follow up 

on my last series of questions, do you see a 

relatively small impact of people who migrate off 

the system? If they happen to go off in a 

particular year where I guess the charges would be 

high as opposed to next year, or are there any sort 

of problems with people under this scheme -- 

MS. CREMER: If I can interrupt, 

it's a month to month. It will be on your bill 

every month. It shows up -- I was looking for -- 

do you have a sample bill? I didn't see -- it 

shows up like your PGA costs or whatever. I mean, 

it's going to be a line item on there. 

MS. ABERLE: Yes. We're proposing 

actually to show bill detail on customer's bills, 

and it would be what -- this would be referred to 

as a real time mechanism. So it wouldn't be that 

we'd be accumulating these costs and charging 

later. 

So there shouldn't be any issue associated 

with moving off the system. If it's colder in that 

particular month, they will receive the credit that 

month. 
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CHAIRMAN SAHR: So you're not at any 

point in time going to be overcollecting under any 

scenario? 

MS. ABERLE: No. 

CHAIRMAN SAHR: So colder months 

you're not going to be overcollecting, warmer -- 

MS. ABERLE: Colder we'd actually be 

refunding, and warmer we'd be collecting. 

MR. JACOBSON: Over time there's 

colder than normal, warmer than normal will even 

out. 

COMMISSIONER BURG: Especially when 

using a 30-year average. 

MR. RISLOV: This is Greg Rislov 

again. Does the DDSM carry over as to something 

that just is what it is and over a 30-year period 

we expect it to average out? 

In other words, is there a carrying amount on 

a DDSM? 

MS. ABERLE: No, there is not. 

MR. RISLOV: So it just is what it 

is and we expect the law of averages to take effect 

and over time everything will be made equal; 

correct? 

MS. ABERLE: Yes. 
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MR. RISLOV: I don't know what other 

questions Commissioner Sahr may have. I just 

wanted to as long as we were on the DDSM -- 

CHAIRMAN SAHR: Mr. Towers, do you 

have any comments? 

MR. TOWERS : Yes. I have one 

comment. Someone asked the question awhile ago 

whether the costs that are recovered can be -- the 

charge could just as well be covered in the 

customer basic service charge. 

And I think there would certainly be an 

adverse customer effect. I think there could be 

because while the -- (Inaudible). 

MS. CREMER: Bob, you need to sit 

right up to your phone or your mike. You're 

cutting out, and the court reporter is having a 

hard time hearing you. 

MR. TOWERS: The question was asked 

whether or not the charges that are covered in the 

distribution charge, which is the volumetric 

charge, could just as well be recovered in the 

customer service charge -- (Inaudible) -- the 

$7.50. 

And I think my view is that there would be an 

adverse customer reaction to that and justifiably 
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so. Because what that would do is to make each 

customer in a class pay the same amount for what 

we're calling fixed costs, without regard to his 

level of usage versus his neighbor's level. 

The present arrangement have a vacant service 

charge and demand distribution charge breaks the 

bill. The first contribution covers the costs that 

can1 t be avoided, costs of -- (Inaudible) . 

(Discussion off the record) 

MR. TOWERS: We're talking here 

about fixed costs, costs that are fixed from the 

company's point of view. They're the same 

basically from month to month. But the costs fall 

into two different categories from my perspective. 

The first category is properly recoverable in 

the basic service charge. That includes -- those 

costs include the cost of having a meter, the cost 

of having a service line, the cost of preparing a 

bill. 

Then there is another set of costs that are 

also fixed that are related to the construction, 

maintenance, and operation of distribution -- 

(Inaudible). Those costs not specifically because 

the customer of those -- (Inaudible) -- the 

aggregate all customers want that service. 
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That's why it's appropriate from my -- 

(Inaudible) -- to recover those costs through 

basically a volumetric charge so the customers 

contribute towards those costs based upon their -- 

(Inaudible). I don't know if I made that clear 

or -- 

CHAIRMAN SAHR: Thank you. Do we 

have any other questions or comments? 

MR. RISLOV: I have a couple of 

questions. And I appreciate what Mr. Towers just 

said. Essentially the customer costs we're talking 

about the avoidable, unavoidable costs related to 

each individual customer, and I know there was some 

discussion about fixed costs with regard to the 

DDSM. 

But, frankly, we were talking about nongas 

costs, and we were intermixing categories in 

dealing with those issues. At least that's what I 

believe. 

In the settlement I noticed that there were a 

couple of questions that I had. Number one there 

was a relatively significant adjustment to the 

depreciation we serve. And that's a big curious 

because it doesn't seem to be tied to any plant 

changes that were also reflected in the settlement. 
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I was just curious about exactly what that 

constitutes, what's behind that appreciation 

adjustment . 

MR. TOWERS: I can respond, Greg. 

That came about during the negotiations to reach -- 

(Inaudible). And I believe it was -- 

(Inaudible) -- '94. 

VICE CHAIR HANSON: Sir, this is 

Commissioner Hanson. It may be the fact that I'm 

new to this business, but I think there's a 

challenge with your microphone, either in the 

breathing or something of that nature. If you'd 

slow it down a little bit. We're having a very 

difficult time understanding what you're saying. 

MR. TOWERS: Yes. I apologize. I 

was saying I'm using a conventional phone. 

There were issues raised in the 1994 case 

concerning the depreciation rates that were being 

used, the main and services account. That case was 

resolved by settlement. 

The same depreciation rate, and I'm talking 

about the accrual rate, issues were raised in my 

testimony in this case. And I recommended and 

Senger made an adjustment to reflect so the change 

in rates that the company explained in this case 
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and said the rates that I recommended were the same 

rates that were -- that I had recommended in 1994. 

(Discussion off the record) 

The 1994 case was settled, and it was what you 

might call a black fox settlement, with each party 

having his own view of what the end result 

reflected. 

During the negotiations -- (Inaudible) -- I 

did as much as I could from here and -- 

(Inaudible) -- discussed the fact that the staff 

level determined what depreciation rates were 

reflected in the 1994 settlement. 

And we reached the conclusion during the 

negotiations in this case that the staff had not 

relinquished its position in 1994 and that the 

rates that it was then recommending were actually 

implemented and reflected in the gas services rates 

that were established in that case. 

Now the problem arose because the company did 

not want to "adopt" those supreme -- (Inaudible) 

the rate that it had requested in 1994. In 

fairness in this case the staff thought it 

believed -- it had prevailed on that issue in 1994, 

that it was appropriate to make an adjustment to 

the depreciation reserve in this case that would 
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reflect what type that service would be as the 

staff depreciation rate -- (Inaudible) -- 1994. 

CI-IAIRMAN SAHR: I don1 t know why the 

4s keep disappearing. I won't ask you to speak in 

a shrill, but I think for some reason it's killing 

off and I don't know if it's pitch or what it may 

be, but when you hit those dates maybe just slow 

down a little bit. 

MR. TOWERS: Okay. We reconstructed 

in this case the depreciation reserve to reflect 

what that depreciation reserve would be had the 

company adopted the depreciation -- (Inaudible) -- 

that staff now believes were reflected in that 

settlement of the 1994 case. 

That's why the adjustment that Mr. Rislov 

identified appears to be so large in relation to 

changes in the approval rate, which were real 

subject under discussion in our testimony. 

MR. RISLOV: Thank you. I 

understand. With regard to labor -- and it 

appeared to me going through the settlement 

material and the factual documentation I had with 

regard to numbers that it was a fairly routine 

adjustment. 

On the other hand, the labor and labor-related 
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adjustments that appeared in the settlement over 

and above staff's initial filing were, from my 

point of view, fairly large, fairly significant 

changes to cost of services. 

And I think it,'s worthwhile to get a bit of 

explanation why the labor and labor-related cost 

expanded so much between staff's initial filing and 

the subsequent settlement agreement between staff 

and MDU. 

I don't know who chooses to address it. I'm 

not picky. 

MR. JACOBSON: Well, I can address 

it from staff's standpoint. We simply asked for 

updates as it became known and measurable. As, you 

know, labor is divided into union and nonunion 

increases, we were at the -- the second portion of 

the union increase was the result of a new contract 

that was signed. 

And I would agree that the increase in the 

first year of the new contract was significantly 

above what had been in the prior contract. 

However, in my analysis of that, the prior 

contract which had been in effect for five years 

had -- considering economic conditions at the time, 

among other things, had what I would consider low 
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salary increases. And if nothing else, just 

comparing it to wages offered to State Government 

employees I was -- it seemed like the five 

consecutive years before the new contract the rate 

increases were very low and that possibly the large 

increase reflected in the first year of the new 

contract was kind of a catch-up, which occasionally 

happens even within State Government. 

And because we knew it was actually in effect, 

staff did accept it at the time. But it was 

something over 7 percent for the first year. If 

the company would want to explain more about that. 

MR. BALL: 1'11 take a little shot 

at that. In the union labor agreement we knew 

going in by comparing to other utilities, for 

example, what we're paying our operating people 

versus what other companies are paying and as 

Mr. Jacobson indicated, the old contract was five 

years old. 

Quite frankly, our employees were pretty much 

behind some other employees in other companies, and 

it is kind of a catchup to kind of bring them up to 

a parity. 

I would note it's going to take approximately 

three years under the new agreement to get them up 
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to the levels that some other companies are 

currently paying some of their employees. 

CHAIRMAN SAHR: What other companies 

do you compare to? 

MR. BALL: We look at Ottertail. We 

look at Northwest, both in South Dakota and 

Montana, probably Black Hills. And I'm sure there 

are a couple of others, but I'm not aware of who 

they are. 

MR. RISLOV: We have a general idea, 

I think, perhaps through the DDSM discussion of 

what's happened with the rate design as it relates 

to a smaller customer, smaller usage customers. 

Are there any remarkable changes that will 

affect the larger use customers on the system? 

MS. ABERLE: No. There are -- I 

believe it was provided in the settlement, but in 

the other classes the base rates with the exception 

of the small IT sales remain the same. The small 

interruptible sales base rate was increased from 

$40 per month to $50 per month, and along with that 

there would have been a decrease in their energy 

charge because there was no increase or decrease 

allocated to that class. 

So to the extent that the base rate increased, 
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the charge per dekatherm decreased on the small 

interruptible transportation. There is also an 

increase in that base rate charge. 

CHAIRMAN SAHR: I have a question 

for Mr. Jacobson. And this morning we had a 

consumer express some concerns about fixed charges. 

And briefly I just wanted that addressed on the 

record and get staff's perspective on fixed charges 

and whether they are, you know, a "good" or "bad" 

thing or a mixed bag, and I'd appreciate you 

commenting on that briefly. 

MR. JACOBSON: Since I've work here 

the customer charges have always been an issue in 

every case. Almost every case I'm ever aware of 

the company came in with a much higher proposed 

customer charge than ultimately staff or the 

Commission's accepted. 

But in our analysis of -- for instance, in our 

analysis of fixed charges in this case Bob Towers 

came in with a customer charge that was lower than 

what we ultimately accepted, and we explained that 

as part of the service line issue in this case. 

Typically staff has always recognized that 

fixed costs are appropriately recovered through a 
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fixed charge of that nature. We have never -- or 

there have been several times in the past where we 

have not moved to directly cover all fixed charges 

because of a customer reaction. 

Of course, the one case that was referred to 

earlier was the Minnegasco case. And in that case 

I believe we actually did a customer survey on the 

issue and surveyed customers on if they felt that 

level of increase was appropriate, and many did 

not. 

But it's been our case, although we never move 

directly to recover -- or at least in most cases 

have never moved to directly recover all of the 

fixed charges through the customer charge, the 

Commission has historically always moved in that 

direction, understanding that some day they may get 

to that level. 

But I think there have been cases when we have 

got to the 1evel.where we were actually recovering 

what was agreed to as the fixed charge. In that 

case there's certainly no reason to go any higher. 

But, you know, this Commission staff and 

historically the Commission have always agreed that 

those customer charges are appropriate. And, in 

fact, not charging the appropriate customer charge 
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or not at least moving in that direction results in 

a subsidy flowing in the wrong direction, and a 

less equitable result than otherwise acknowledging 

those fixed charges is to try and recover it to 

customer charges. 

CHAIRMAN SAHR: Thank you. Any 

other questions or comments? 

MR. TOWERS: I'll try one more time. 

The customer that we're talking about that Dave was 

referring to -- (Inaudible) -- in the exhibit -- 

(Inaudible) -- is identified as -- (Inaudible). 

(Discussion off the record) 

VICE CHAIR HANSON: We didn't get 

any of that, sir. We are just getting like one 

syllable out of every word. 

MR. TOWERS: I'm getting a lot of 

feedback. 

CHAIRMAN SAHR: I feel like staff 

has sufficiently answered the question, Mr. Towers. 

So I think due to the technical difficulties, I'm 

comfortable that the flat charge was adequately 

considered by staff and the type of concerns that 

we've heard this morning were addressed in 

considering what the proper rate structure is in 

this particular case. 
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MR. TOWERS: Yes, they were. 

CHAIRMAN SAHR: Thank you. Do you 

want to restate your motion, or do you want to use 

the old one? 

VICE CHAIR HANSON: I haven't 

withdrawn it yet, Mr. Chairman. 

COMMISSIONER BURG: I'll second it. 

CHAIRMAN SAHR: And I concur. 

(Discussion off the record) 

VICE CHAIR HANSON: Mr. Chairman, to 

clarify my motion, I don't have an agenda in front 

of me. I thought we were taking items 

individually. So I was approving that particular 

one. 

However, I do believe that my motion was 

germane to the entire item. 

CHAIRMAN SAHR: Thank you. 

MR. RISLOV: I have one question I 

want to ask, and it doesn't relate to the issues 

we've discussed, but do the tariffs read for 

service on and after or for billings on and after? 

MS. ABERLE: Service. 

MR. BALL: Actually the stipulation 

agreement indicated service rendered on and after 

November 1, which has, of course, far past. 
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MR. RISLOV: So we're going to 

change that to February 1. 

MR. BALL: I think we're going to 

have to change that to service rendered on and 

after December 2 would work for us. 

MS. CREMER: I think that's what it 

has to be. 

CHAIRMAN SAHR: Do we need a motion 

then? 

MR. GERDES: I'd prefer one. 

CHAIRMAN SAHR: I think we probably 

should have one since we approved the stipulation 

that now we're all acknowledging it's out of date. 

So is December 2 an appropriate date? 

MS. CREMER: That's today. Right. 

CHAIRMAN SAHR: Thank you. 

COMMISSIONER BURG: I'll second that 

motion. 

today. 

seconded. 

CHAIRMAN SAHR: I'll realize it's 

VICE CHAIR HANSON: I'll concur. 

CHAIRMAN SAHR: And I second. 

COMMISSIONER BURG: You motioned. I 

CHAIRMAN SAHR: I don't think I made 
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a motion. Seriously, let's clarify that, though. 

I do move that we make the effective date as of 

December 2. 

COMMISSIONER BURG: Second. 

VICE CHAIR HANSON: Concur. 

CHAIRMAN SAHR: The case is resolved 

so we stand adjourned. 

(The hearing concluded at 2:40 p.m.) 
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Commission and having received satisfactory answers, the Commission voted to approve the 
Settlement Stipulation, including the attached customer notice and tariff sheets reflecting the new 
rates, with the exception of the effective date, which the Commission set, with the agreement of the 
parties, as December 2, 2003. Customer bills shall be prorated so that usage prior to December 2, 
2003, is billed at the previous rates and usage on and after December 2, 2003, is billed at the rates 
approved in the Settlement Stipulation. MDU shall submit revised tariff sheets and a revised 
customer notice incorporating the approved effective date of December 2, 2003. 

The tariff sheets approved and cancelled by this Order are as follows: 

Section 1 
Volume 2, Original Sheet No. 1 cancelling Volume 1, 15th Revised Sheet No. 1 
Volume 2, Original Sheet No. 1.1 cancelling Volume 1, 6th Revised Sheet No. 1.1 

Section 2 
Volume 2, Original Sheet No. 1 cancelling Volume 1, 5th Revised Sheet No. 1 
Volume 2, Original Sheet No. 1.1 cancelling Volume 1, 5th Revised Sheet No. 1. I 

Section 3 
Volume 2, Original Sheet No. 1 
Volume 2, Original Sheet No. 2 cancelling Volume 1, 19th Revised Sheet No. I 
Volume 2, Original Sheet No. 5 cancelling Volume 1, 2nd Revised Sheet No. 5 
Volume 2, Original Sheet No. 5.1 cancelling Volume 1, 2nd Revised Sheet No. 5.1 
Volume 2, Original Sheet No. 7 cancelling Volume 1, 1st Revised Sheet No. 7 
Volume 2, Original Sheet No. 1 I cancelling Volume 1, 2nd Revised Sheet No. 11 
Volume 2, Original Sheet No. 11 .I 
Volume 2, Original Sheet No. 12 cancelling Volume 1, 1st Revised Sheet No. 12 
Volume 2, Original Sheet No. 12.1 cancelling Volume 1, 1st Revised Sheet No. 12.1 
Volume 2, Original Sheet No. 12.2 
Volume 2, Original Sheet No. 13 cancelling Volume I, 2nd Revised Sheet No. 13 
Volume 2, Original Sheet No. 13.1 
Volume 2, Original Sheet No. 22 cancelling Volume 1, 1st Revised Sheet No. 22 
Volume 2, Original Sheet No. 22.1 cancelling Volume 1, 1st Revised Sheet No. 22.1 
Volume 2, Original Sheet No. 22.2 cancelling Volume 1, 2nd Revised Sheet No. 22.2 
Volume 2, Original Sheet No. 22.3 cancelling Volume 1, 1st Revised Sheet No. 22.3 
Volume 2, Original Sheet No. 22.4 cancelling Volume 1, 1st Revised Sheet No. 22.4 
Volume 2,  Original Sheet No. 22.5 cancelling Volume 1, 1st Revised Sheet No. 22.5 
Volume 2, Original Sheet No. 22.6 cancelling Volume 1, 1st Revised Sheet No. 22.6 
Volume 2, Original Sheet No. 22.7 cancelling Volume 1, 1st Revised Sheet No. 22.7 
Volume 2, Original Sheet No. 22.8 cancelling Volume 1, 2nd Revised Sheet No. 22.8 
Volume I, I st Revised Sheet No. 22.9 is cancelled 
Volume 2, Original Sheet No. 26 cancelling Volume 1, 1 st Revised Sheet No. 26 
Volume 2, Original Sheet No. 26.1 cancelling Volume 1, 1st Revised Sheet No. 26.1 
Volume 2, Original Sheet No. 26.2 
Volume 2, Original Sheet No. 28 
Volume 2, Original Sheet No. 28.1 
Volume 2, Original Sheet No. 29 cancelling Volume 1, 3rd Revised Sheet No. 29 
Volume 2, Original Sheet No. 29.1 cancelling Volume 1, 1st Revised Sheet No. 29.1 
Volume 2, Original Sheet No. 29.2 cancelling Volume 1, 1 st Revised Sheet No. 29.2 
Volume 2, Original Sheet No. 29.3 cancelling Volume 1, 2nd Revised Sheet No. 29.3 
Volume 2, Original Sheet No. 29.4 cancelling Volume 1, 2nd Revised Sheet No. 29.4 
Volume 2, Original Sheet No. 29.5 cancelling Volume I, 1st Revised Sheet No. 29.5 
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Volume 2, Original Sheet No. 3 cancelling Volume I, 2nd Revised Sheet No. 3 
Volume 1, 2nd Revised Sheet No. 4 is cancelled 
Volume 2, Original Sheet No. 4 cancelling Volume 1, 6th Revised Sheet No. 5 
Volume 2, Original Sheet No. 4.1 
Volume 2, Original Sheet No. 5 cancelling Volume 1, 4th Revised Sheet No. 6 
Volume 2, Original Sheet No. 6 cancelling Volume 1, 1st Revised Sheet No. 7 
Volume 2, Original Sheet No. 7 cancelling Volume 1, 2nd Revised Sheet No. 8 
Volume 2, Original Sheet No. 7.1 cancelling Volume 1, Original Sheet No. 8.1 
Volume 2, Original Sheet No. 8 cancelling Volume 1 Original Sheet No. 9 
Volume 1, Original Sheet No. 10 is cancelled 
Volume 1, Original Sheet No. 11 is cancelled 
Volume 2, Original Sheet No. 9 cancelling Volume 1, Original Sheet No. 12 
Volume 2, Original Sheet No. 10 cancelling Volume 1, Original Sheet No. 13 
Volume 2, Original Sheet No. 11 cancelling Volume 1, 1st Revised Sheet No. 14 
Volume 2, Original Sheet No. 12 cancelling Volume 1, Original Sheet No. 15 
Volume 2, Original Sheet No. 13 cancelling Volume 1, Original Sheet No. 16 
Volume 2, Original Sheet No. 14 cancelling Volume 1, 1st Revised Sheet No. 17 
Volume 2, Original Sheet No. 15 cancelling Volume 1, Original Sheet No. 18 
Volume 1, Original Sheet No. 19 is cancelled 
Volume 1, Original Sheet No. 20 is cancelled 
Volume 1, Original Sheet No. 21 is cancelled 
Volume 2, Original Sheet No. 16 
Volume 2, Original Sheet No. 17 
Volume 2, Original Sheet No. 17.1 
Volume 2, Original Sheet No. 17.2 
Volume 2, Original Sheet No. 17.3 
Volume 2, Original Sheet No. 18 cancelling Volume 1, Original Sheet No. 23 
Volume 2, Original Sheet No. 19 cancelling Volume 1, Original Sheet No. 24 
Volume 2, Original Sheet No. 19.1 cancelling Volume 1, Original Sheet No. 24.1 
Volume 2, Original Sheet No. 19.2 cancelling Volume 1, Original Sheet No. 24.2 
Volume 2, Original Sheet No. 19.3 cancelling Volume 1, Original Sheet No. 24.3 
Volume 2, Original Sheet No. 19.4 
Volume 2, Original Sheet No. 19.5 
Volume 2, Original Sheet No. 19.6 
Volume 2, Original Sheet No. 19.7 
Volume 2, Original Sheet No. 20 cancelling Volume 1, 1st Revised Sheet No. 26 
Volume 2, Original Sheet No. 20.1 
Volume 2, Original Sheet No. 21 cancelling Volume 1, Sub. Original Sheet No. 28 
Volume 2, Original Sheet No. 21 .I 
Volume 2, Original Sheet No. 22 
Volume 2, Original Sheet No. 23 
Volume 2, Original Sheet No. 24 

It is therefore 

ORDERED, that the Settlement Stipulation entered into between MDU and Commission Staff, 
including the attached customer notice, is approved, with the exception of the effective date. The 
Settlement Stipulation, including attachment, as so revised is incorporated by reference into this 
Decision and Order the same as if it had been set forth in its entirety herein; and it is 



FURTHER ORDERED, that customer bills shall be prorated so that usage prior to December 
2, 2003, is billed at the previous rates and usage on and after December 2, 2003, is billed at the new 
rates; and it is 

FURTHER ORDERED, that the tariff revisions set forth above in this Order are approved. 

& Dated at Pierre, South Dakota, this / 7 day of December, 2003. 

II CERTIFICATE OF SERVICE 

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

a:: 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 



U TlLlTlES CO. 
A Division of MDU Resources Group, Inc. 

rKM North Fourth Street 
Bismarck, ND 58501 
(701) 222-7900 

Ms. Pam Bonrud 
Executive Director 
South Dakota Public Utilities 
Commission 

State Capitol Building 
500 East Capitol 
Pierre, SD 57501 

December 22,2003 

Re: Compliance Natural Gas Rates 
Docket No. NG02-01 I 

Dear Ms. Bonrud: 

Montana-Dakota Utilities Co. (Montana-Dakota), a Division of MDU Resources Group, 
Inc., herewith submits the following tariff sheets to be substituted for the same tariff 
sheets submitted on December 4, 2003 as part of the Settlement Stipulation in the 
above referenced Docket. The attached tariff sheets reflect corrections of minor errors 
found by Staff in their review of the compliance tariffs. 

Section No. 3 - Original Sheet No. 28.1 
Section No. 3 - Original Sheet No. 30.3 
Section No. 6 - Original Sheet No. 24 

The original and ten (10) copies of this letter and tariffs have been provided to the 
South Dakota Public Utilities Commission. 

Please acknowledge receipt by stamping or initialing the duplicate copy of this letter 
attached hereto and returning the same in the enclosed self-addressed stamped 
envelope. 

Sincerely, 

Tamie A. Aberle 
Pricing & Tariff Manager 

Attachment 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Lh Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 28.1 

DISTRIBUTION DELIVERY STABILIZATION MECHANISM - Rate 87 
Page 2 of 2 

DEFINITIONS: 
Heating Degree - The average of the daily high and low temperatures as 
Days reported by the National Weather Service station located at 

the Rapid City Regional Airport subtracted from 65 degrees 
Fahrenheit. 

Normal Degree - The heating degree days based on the 30-year average for 
Days the period 1970-2000. 

Temperature - Customer's actual use less the base use per customer per 
Sensitive day, denoted below, multiplied by days in the billing period. 
Use per Residential (Rate Code 600 and 601)=0.0630 DWDegree Day 
Customer Firm General (Rate Code 700) = 0.0929 DWDegree Day 

Firm General (Rate Code 701) = 1.2728 DWDegree Day 

Actual Degree - The actual degree days reported by the National Weather 
Days Service Station located at the Rapid City Regional Airport. 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 30.3 

Canceling Vol. 1 3rd Rev. Sheet No. 30.3 
EAST RIVER NATURAL GAS SYSTEM 
PURCHASED GAS COST ADJUSTMENT Rate 89 

Page 4 of 6 

(b) (1) The amount to be included in the Unrecovered Purchased Gas 
Cost Account in order to reflect the items specified in Subsections 
5(a)(l), (2), and (3) shall be calculated as follows: 

(i) Montana-Dakota shall first determine each month the unit 
cost for that month's natural gas supply as adjusted to 
levelize demand charges, if applicable. Such adjustment to 
levelize supplier(s) demand charges shall be calculated as 
follows: 

The suppliers' annual (calendar or fiscal) demand charges, 
which are payable in equal monthly payments, shall be 
accumulated in a prepaid account (FERC Account 165). 
Each month a portion of such accumulated prepaid amount 
shall be amortized to cost of natural gas purchased (FERC 
Account 804). 

Such monthly amortization shall be based on a rate 
calculated by dividing the annual supplier(s) demand 
charges by projected annual natural gas sales units 
(calendar or fiscal, as appropriate). The resulting product 
shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute 
the monthly amortization of prepaid supplier(s) demand 
charges to cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each month's unit 
cost the unit cost for gas supply which is reflected in the 
currently effective PGA. 

Date Filed: December 30, 2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 24 

TEMPORARY CONSTRUCTION HEAT AGREEMENT 
Page 1 of 1 
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BY: 

BY: 

Date Filed: December 30, 2002 Effective Date: Service Rendered on and 
After December 2,2003 

Issued By: Donald R. Ball 
Director of Regulatory Affairs 

Docket No.: NG02-011 




