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DEPEARTMENT GF PUBLIC SERVICE REGULATION
BEFORL WEN PULRLIC SERVICE COMMISSION
O THE STATE OF MONTANA
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IN THE MATTER of the Application ) UTILITY DIVISION
of MONTANA-DAXOTA UTILITIES ) DOCKET NO. 83.5.34
COMPANY for Authority to Imple- )

mont the Gas Cost Tracking ) ORDER NO. 4993
Adjustment Procedure. )

INTERIM RATE ORDER

FINDINGS OF FACT

(1) On May 2, 1983, the Montana-Dakota Utilities Company
(Company or MDU) filed with the Montana Public Service Commission
(Commission) its biannﬁal application to implement the Gas Cost
Tracking Procedure as set forth in MDU tariff sheets 87-M and 88-
M.

(2) The tracking procedure provides for increasing rates on
the basis of a Current Gas Cost Tracking Adjustment and an
Unreflected Gas Cost Adjustment amortized over a projected six-
month sales period. The current application contemplates two
proposals by MDU to determine the amount of increases. The first
proposal is per Tariff Rate 88 and the resulting increases are

based on the following adjustments:
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Residential and Industrial
Commercial Customers
Current Gas Cost Adjustment 47. 64 51.7¢#
Unreflected Gas Cost Adjustment 84.1¢ 84.1¢
Less: Total Tracking Adjustment
¥E{fective Through May 31, 1982 68. 5¢ 69.5¢
Net Increase in Current Rates 3.2 66.3¢4

Concerning the second proposal, MDU requests a waiver of the pro-
vision of Rate 88 so that an alternative unreflected gas cost
adjustment may be implemented for this filing. The resulting
increases for this alternative proposal are based on the follow-

ing adjustments:

Regidential and Industrial
Commercial Customers
Current Gas Cost Adjustment 47.6¢ 51.7¢
Unreflected Gas Cost Adjustment 30.6¢ 30.6¢
Less: Total Tracking Adjustments
Effective Through May 31, 1982 68.5¢ 69.5¢
let Increase in Current Rates 9. 7¢ 12.84

(3) Included with the.filing to increase rates on a perma-
nent basis was an application to increase rates on an interim
basis. The interim application reguested increases in rates to
become effective June 1, 1983, in the full amount stafed ahove.

(4) Included with the filing to increase rates was a regquest
for waiver of the minimum filing regquirements.

(5) A hearing date has been tentatively set for July 14,
1983.

(6) The criteria by which the Cémmission nay determine an

avpropriate interim adjustment in a tracking procedure are
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found in past Commission tracking orders and in the Commission's
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rules regarding interim relief.

(7)

Past Commission orders have established the following

criteria to be met in,the MDU tracking procedure:

(a)

(b)

(c)

()

(e)

(8)

tracking increases are to be based on.historic costs
and volumes (Finding of Fact No. 6, Order No. 4476);
interest is not to be imputed on the deferred gas cost
balance (Finding of Fact No. 25, Order No. 4476Ga);

the procedure used by the Company in calculating pro-
posed rates in tracking proceedings should provide for
the maintenance of the 25 percent lifeline discount
differential between "Winter" and "Remainder of the
Year" rates (Finding of Fact No. 20, Order No. 4742);
the appropriate gas mix on which to base a tracking
procedure is that mix last approved within the confines
of a general rate case; furthermore, that mix should
apply to both the current and unreflected portions of a
tracking procedure (Finding of Fact No. 5, Order No.
4742a); and

the Company should not annualize for new sources of gas
not having an actual produétion history within the test
year (Finding of Fact No. 6, Order ¥No. 4742a).

The Commission's rules regarding interim relief are

contemplated to provide rvelief on a "make-whole" basis and sct

forth the guidelines by which the Commission staff is to develop
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an appropriate level of interim relief. Among other things the
guidelines provide for normalization and annualization of test
vear booked net incone and test year average rate base, uvtilizing
the rate of return authorized in the Commission's mogt recent
decision regarding the subject utility.

(9) An examination of MDU's application and accompanying
exhibits in this proceeding indicates that the criteria enumer- ~-
ated in‘Finaing of Fact No. 7 have not been met with respect to
both gas cost adjustments. Company production and the level of
off-syvstem sales as shown on Exhibit D pp. 3 and 3a are not
reflective of a Commission approved mix.

(10) To remedy this deficiency the Commission has adjusted
off-system sales to contractual amcunts and adjusted company
proﬁﬁction to 8.26 percent of system requirements (Docket No.
81.7.62 mix).

(11) The resulting effect on MDU's alternative 2 is as.

follows:

Residential and Industrial
Commercial ﬁggstomers
Current Gas Cost Adjustments 47. 64 51.7¢
Unreflected Gas Cost Adjustment 21.3¢ 21.3¢
Less: Total Tracking Adjustnent
Effective Through May 31, 1983 68.5¢ 62.5¢
Net Increase in Current Rates AL T3.54

The Commission approves these increases.
(12) The Commission is cognizant of MDU's current gas over-

supply problems and applauds its effort in reducing take or pay
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obligations with its producers. The Commission finds this pro
rata reduction may also be applicable to Company production, and
requests that supplemental tesfimony on this approach be prefiled
by July 1, 1983.

(13) In granting the interim levels found appropriate
herein, the Commission finds that it has accomplished its goal of
establishing an equitable and expeditious means of passing
through the rising cost of gas due to the Natural Gas Policy Act
of 1978. The Commission also is cognizant of the beneficial
effect of such a pblicy on the Company's overall financial risk.

(14) However, the granting of interim relief in this matter
should 1in no way be misinterpreted to mean that any issue in the
case has been decided before all the evidence has been presented
and heard during the course of these proceedings. If for any
reason the amount of the interim granted herein should be found
excessive as regards a final decision in this case, the Company
will be reguired to refund any éxcess, to include interest at
the rate of the Company's last found rate of return on common
equity.

CONCLUSIONS OF LAW

(1) Applicant, Montana-Dakota Utilities Company, is a
corporation providing service within the State of Montana and as
such is a "public utility" within the meaning of Section 635-3-

101, MCA.

[Oa



DOCKET NO. 83.5.34, INTRERIM ORDER NO. 4993

(2) 'The Montana Public Service Commission properly excor-
cises jurisdiction over the Applicant's Montana operations pur-
suant to Title 69, Chapter 3, MCA.

(3) Section 69-3-304, MCA, provides, in part, "The Cor-—
mission may, in its discretion, temporarily approve increases
pending a hearing or final decision."

(4) The rate levels and spread approved herein are a rea-
sonable means of providing interim relief to MDU. The rebate
provisions of Section 69-3-304, MCA, protect ratepayers in the
event that any revenue increases authorized by this Order are

found to be unjustified in the final order in this Docket.

ORDILR

(1) Applicant, Montana-Dakota Utilities Company is hereby
granted interim relief in the amount of .4¢ per mcf for all
residential and commercial customers and 3.5¢ per mcf for indus-
trial customers. i

(2) Such relief is to become effective for service rendered
on and after June 20, 1983, and remain in effect until such time
as a final decision is reached in this matter.

(3) Rates will be filed in such a manner as to maintain the
25 percent rate differential between "Winter" and "Remainder of
the Year" rates.

(4) Interim revenues granted herein are subject to rebate

should the final order in this docket determine that a lower
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revenue level is Qarranted. Such a rebate would include intercst
at the rate of the Applicant's last granted return on common equity.

(5) The Commission, in granting the aforementioned rate
increases based on the Company's alternative plan as adjusted
finds a waiver of the provisions of Rate 88 to be proper so that
the modified alternative proposal of the Company is to be used.

(6) The Commission determines that this is a complete
filing and grants the Company's reqgucst for a waiver of the Mini-
mumn Filing Requirements. Applicant shall file supplemental
testimony as described in Finding No. 12.

DONFE IN OPEN SESSION this 20thvday of June, 1283, by a vote

of 5 0.



DOCKET NO. 83.5.34, ORDER NO. 4993 8

BY ORDER OF THE MONTANA PUBLIC SERVICE COMMISSION.
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Mﬁaelinc L. Cottrill
Commission Secretary
(SEAL)
NOTE: Any interested party may requcslt the Commission to reconsider

this decision. A motion to reconsider must be filed within
ten (10) days. See 38.2. 4806, ARM. :



