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iN THE WMATTER OF THE FILING BY
MIDAMERICAN ENERGY COMPANY

FOR APPROVAL OF CONTINUATION

OF THE IGSPP FOR AN ADDITIONAL
THREE-YEAR PERIOD, OR UNTIL

SUCH TIME AS ITS PURCHASED GAS
ADJUSTHENT MAY BE ELIMINATED,
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Ouctober 30, 1998 Telefax and Regular Mall Delivery

Mr. William Bullard

Exccutive Secretary

South Dakota Public Utilitics Commission
500 East Capitol

Pierre, ST 57501

Dear Mr. Bullard:

In itv “Fn al Decmon and Ordﬂr ;xsued ol z\(m Lmber fi. “}ﬁ}”?} 5"115 k

threc ycar 'nccmwc Gas Suppl y Pmcuremerzt %"mgm‘ﬁ which
1995 for a three-year experimental period. MidAmerican tod:
0 continue the program for the mcr of an additionalth
~as its purchased gas adjustment may be eliminated, w hxchm

As described in the Commission’s Findings of Fact 6 and !"
market-based benchmark for the delivered costs of s, whig
price. If purchased gag costs incurred during the vear mre less
one half of the first 3% of :mungs over the reference price i
any savm,qs in exccs f %" Yo going nurew £ m; s:! ‘ :

The cffect of the 1GSPP is to allow custorers and :;l?axbisf_ s ton sl
that can be obtained when the utility endeavors to purchase livw-g
gas.

1eldtcd savings ae,crucd dmm the t*urd veur Df mc: Qp ,
o customers as purchased gas adjustrnent bill credits and ds
year.

" The 1olerance band changes each of the three years. For the fiest yoar ﬂf%hi‘i
is the reference pru et 3.5% above the referencs price. Fory

the reference price 1o 3.0% above the referance grice. For
G.5% below the reference price 1o 2.5% above the refes ence price.
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My, William Bullard
Oetober 30, 1998
Page 2

The {GSPP has returned gas cost savings benefits to South Dakoty customers. For the
first annual period that the 1GSPP was inyplemented, savings pw;a"-fi along Lo customers
excceded $800,000. For the second annual implementation period, the savings passed
along to customers were in excess of $1.3 million.

MidAmerican’s request is to continue the IGSPP as structured with the toleranes bands
applicable in the third year of the period for an additional three-vear peried.

Mid Armerican anticipates the possibility that during this three-vear period small volurmme
custoriers will be enabled o cost-effectively transport gas. which could result in
elimination of the purchased gas adjustment clause. In fact, MidAumerican is Hn this date
filing in lowa a plan to enable small volwme gas transportation. The plan anticipares that
customers will aggregate their daily usage nominations. In that plan, MidAmerican
proposes 1o eliminate the PGA in fowa in May 2000. MidAmerican is in the process of
determining whether to extend the same type of ansportation service o South Dakota.

Mid American believes that the IGSPP is an ideal wansition dievice to 1 competitive gas
supply environment. The IGSPP has proven wo share the risks associated with
competitive procurement of gas supply hutween customers and shareholders. The
commission approved it as an experiment in the 1995 rate case, it has been suctessf
stould be continued untii gas is supplied to all customer en a fully cempetitive basis

Accordingly, Mid American Energy Company respectfully requests the ﬂrm:‘ﬂmﬁv



:«;Commis.siqn
For the Period of Dcfmlben 3@ ’ﬂﬂssizth:ough Ncwembe:r 5 1 998
ﬁ )ﬂu need a complete copy of a filing faxed, overnight expre wsed, ar maried tor yGt

contact Delaine Kolbo within five business days of this filing.
Phone: 605-773-3705. Fax: 605-773-3809.

NATURAL GAS

“In the Matter of the Application of MidAmerican Energy for continuation
Incentive Gas Supply Procurement Program

Application of MidAmerican Energy to continue its incentive Gias Suj
Procurement Program for an additional three-year peried of ariil &
purchased gas adjustment may be eliminated, whichever come
MidAmerican states that under a plan it has filed in-lowa, it will
volume gas fransportahon and has proposed to-eliminaie
2000. MidAmerican is in the process of determining whether t: exteriz
type of transportation service to South Bakota.

Staff Attorney: Karen Cremer
Staff Analyst: Dave Jacobson
Date Filed: 10/30/98
intervention Deadline: 11/19/98

TELECOMMUNICATIONS

TC98-195

ko?a

Application of Network Billing Systems, L.L.C. for a certifical
provide intrastate telecommunications services in the:st
Network Billing Systems is praposing to-offer outbdund mtere,
telecomrmunications services. The Applicant dogsnot propcv' }
alternative operator services. Intrastate sepvice is an addson senvic
only if the custorner subscribes to the company's interstate offerings.

Staff Attorney: Camron Hoseck
staff Analyst: Harlan Best

Date Filed: 11/02/98
infervention Deadling: 11/20/98

TCO8-196  In the Matier of the Gomplaint filed by Don Jiracek on bahialf of GS/
City, South Dakota, against Mclecd USA, Regarding Inadeguate Servi

s e S 0 B Y P o e g e S e S A A P




Gompilaint by Don Jiracek vs. Mcleod USA. The Complainant claims that a
delay of instaliation of telephone service caused loss of income. The
Complainant is seeking $33,000 in damages for lost business.

Staff Attornay: Canvon Hoseck
Consumer Affairs: Lenit Healy
Date Fled: 11/02/88
Irervention Deadline: NA

You may recewe this listing and other PUC publications via our website or via internet esmail.
You may subscribe o the PUC mailing list at http://imww.state.sd.us/puc/

»




MidAmerican
EHERGY

February 22, 1999

SENT VIA FEDERAL EXPRESH

Mr. William Bullard, Jr.

Executive Secretary

South Dakota Public Utilities
Commission

500 East Capital Averue

Pierre, South Daketa 57501

RE:  MidAmerican Energy Company {“MidAmerican” Docket No

Dear ¥r. Bullard:

MidAmerican hereby files the prepared Direct Testinwny of Murk & H
A. MeDermott in the referenced dacket. This Direet 7
Duta Requess No. 1. The enclosed Testimony sippes
continue the Incentive Gas Supply Procurernent Pl
Docket No. NG 95-006.

MidAmerican files the original anid thitteen {13} cop
Please note, for the convenience of the Cony
filing two versions of witness MclDermott's
and “Confidential.” Both versions are exs
Redactad” version, MidAmerican has redacied the
MidAmerican requests confidential treatment of the mute
the “Public Testimony-Red ated™ version.

REQUESY FOR CONFIDENTIAL TEE!

Pursuant to Rule 20:10:001:41 et seq., MidAnerics

requests confidential treatment of the enclosed “Co
MceDermott that is marked confidential,




Mr. Wi}iiam Bullard, Jr.
February 22, 1999
Page 2

MidAmerican requests that this testimony be accorded confidential treatmemt for thsg
years, or such time as the Commission may deeny reasonable.

The confidential materials constitute a trade secret, which. if seloused, would result in
material damage to MidAmerican’s conpetitive positicn, or give @ lvint
competitors and serve no public purpese. Such information is iden
sensitive. MidAmerican maintains the information 15 coafidentnl and et
secret.

related thereto, please do not hesitate to contact me.
Bincerely, -7

5 Pyl
e L /«{
A P et S
L S
: A
e '

J. Gxegory Porter
Senrior Attorney
281-2641

GP\th
Enclosures

ce: Camron Hoseck
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SOUTH DARQTA PUBLIC UTHLITIES €
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MIDAMERICAN ENERGY COMPANY
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RECT TESTIMON
OF
MARK A, HEW

Mark A. Hewett, 601 Locust Strect, Suite 5t

By whom: are yvou emplozed and in what g

I am eraploved by MidAmerican Bngtgy €

its predecessor companies.

Please describe your educational background,

In 1987, I graduated from lfowa Central Compunity

lowa. with an Associate of Arts degzee in Busis

Bachelor of Science degree iy Management 5¢

P!

located in Stormy Lake, Towa.
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- Please deseribe your business employment experierice,

T have been employed by MidAmerican or its predecessor, fowa-Tlnoiy C
and Electric Company, since October 1987, ‘From October 1987 antl -
November 1990, I held various cuistomer service Ealme@d-_pﬂsi?tfi{tmsg fﬁ!’n-.
November 1990, I wus appointed Gas Supply Analyst forfows]

April 1992, T was promoted te Adminisirative Supervisos in the Gas S5u

Department and in August 1994, 1 was appointed Superintendent, O

Department. In July 1995, coincident with the merger of Towa-Hiinois w

Midwest Resources, fnc. into MidAmerican, I was assigned tothe positio

Manager, Gas Supply Planning. [held that pesition until November
which time I accepted the position of Manager, Corporate: Deve

September 1998, I returned to the Gas Supply Department

current position of Gus Supply & Trading Vice Presidesit,

Have vou previously provided testimeny before regulatory author

Although I have not previously provided testimony be

o

Public Utilities Commission (“Commission™), I hive pit
proceedings before the Jowa Utilities Board and the Hlisois

Commission.

Purpose of Testimony

What is the purpose of your prepared direct testinony?
The purpose of this prepared direci testimony is o previde inforte

supporting MidAmerican's Gcteber 30, 1998 Request Tor Conting



r

n

6

9

10

3

I
na

three-vear Incentiwe Gas Supply Procurergent Plan (1

Comrission in Midwest Gas™ most recen! ate pre

006 Final Decision and Order™ issusd on Move
such testimony, it 1 my objective o respond to the

regarding the IGSPP and to demonstrate

appropriate for the Commission. Midams

MidAmerican’'s customers, MidAmerican 5

extend the term of the IGSPP for ihyee vea
How is your iestimony structured?

My testimony will be structured e three primary

a brief history of the formation and approval of

Second, I will present the results of th

that it is reasonable for the Comsissi

address specific timring issues relative w

continuation.

Poes MidAmerican present other prepaved diy

proceeding?

Yes, my lestirnony is offered in connestion

Dr. McDermioit provides an objective ass

effectiveness of the IGSPP approved by ihe C

i g

Dr. McDermott sets forth a compon sense fra

the performance of the IGSPP. Applying tin
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Q.

concludes the IGSPP has produced the desired resaits |
customers and should be continued.

History of IGEPP

Please describe the origins of the IGSPP,

On May 1, 1995, Midwest Gas, a Division of Midwest Pawer &

filed an Application to create a gas cost incentive seel;

R

NG-95-006. MidAmerican’s request was mude in comjinction whth an

application for approval to increase rates for natursl gas «ervice.

settlement was reached between MidAmerican amd stafl

rate increase, a consensus was not developed on whether the

should be approved. Accordingly, MidAmerlcan and T

testimony on the issue and the parties briefed the

hearing held on October 5, 1995,
When did the Commission approve the JGSPP?

The IGSPP was approved by the Conunission at {5 rog

on October 17, 1993. The Comntission voled o apprver the i

and adopted by the lowa Utilities Board for o threy-

effective November 1, 1995, Sge, Midwest Gas s




fd

P

&

7

19

20

Dig the Commission's Order require periog:

Yes. MidAmerican was required to

price) en a monthly basis as part of the PGA.

ordered to file on a semi-anmos! bass

the refersnce costs. B
excess
formula for the next six-month period oo;

Commiission required MidAmerican to {3

the IGSPP semi-anmually i accordioncs with ail

rate and tarif? revisions.

Please generally describe MidAmurivan

Commission,

MidAmerican [GSPP dey

cost of gas. If actual costs are abowe o ol

was 2.3% above the reference price and 0.

customers share the ahove market

actual costs are below the wiersnes bl MidAn

its customiers on a S50 busds. Thus, there
and above marke: cost around a pormal operai
The tolerance tand is necessary in order g

company must pay it order 0 sceuss ny

delivery miis, to accoumt for

e
T

conditions 1o epaye Y ORCTATERLY it

i

Y
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3% of
Reference Price

2.5% of
Reference Price ™ i

5% belew  ———

Reference Price

Q.

A

A,

Ai\ .

3% of 1%
Referenee Price ‘*

~imperfections inthe index prices, | have Hlustrated the basic structore o
IGSPP as approved by the Commissicn below:

(Blustration 1)

1490 % - Customers

1009 < Custemices

When did the IGSFPP take effect?

The IGSPP commenced pursuant to Commission Ordir m?mmm
Leoking back over the last three (3) vears, does anything ;.',mﬁi!i ﬂx -
IGSPP surprise you?

Yes. The impact of the IGSPP on our gas procurement group bas been thofe

significant than Texpected. Although I believed the IGSEPweuld

favorable impact on customer gas cost, { did not foresee the drann
cuiture that has resulted from incentive regulation. 'We are iov the s

were three years ago.

How has the inclusion of @ gas cost incentive affested your grotp’s.
performianae?
Withowt a doubt, the most substantial change hus been in cultire.

anpossible w conclusively say aay one individuad change hag prod

6
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-particilar result, I can, withontreserva

‘buying, selling and managing nataral s and txy

years ago. Although improvement sver fng &
of improvement is significantly greater w
incentives inherent in the IGSPP. Ines
has raised the standard against wh

measure themsalves.

Does your previous answer imply that gas coste

imprudent fevels without the JGEPP?
No. Prudence is not an absalute Tes
MidAmerican, prior to the inyplementae
of managing customer gas costs, Howe
IGSPP, and MidAmerican sug
compensation plan for gas supply-dep
mare driven to aggressivily pursge
end of the prudence rangz. Mid&merica s phitl

corporate IGSPP goals 1t 1s vital to have i+

the gas supply group could directly bepefit, €

of the IGSPP and strive to beat the réference pry

other LDCs.
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Q.

Why do you believe the IGSPP has caused emplovees (o be move fic

#as cosis?

have witnessed it first hand. Emplovees nsed to be

gas on a prudent basis. Now, emplovees are relent]

benchmark and competitor’s costs. Employe

shareholders, as well as the employee, personally sl i

savings for customers.

¥What evidence do you have for vour belief that

selling and managing natural gas and transportaiion befter fodiay?

1 have two primary reasons for my belief; one sib)
from a subjective perspective, | can confidentiy
better job today because T have been a part of Mid,

one of its predecessors) in one capacily or snother

experience, | know the IGSPP has produced positive chin
not focused on proving prudent behavior, but rather ¢

rnanaging risks and reducing costs, Although this 1

difference, the change in performiance has

What is the secend reason?

The second reasen is more obiective. Lower gus ¢

. (MAH-1), MidAmerican, during the theee (31

¥ 2

produced the lowest gas costs in South D

e

jurisdiction in which the IGSPP is g
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pffive siilivies1n 1997 apd 1998 and1he second |

s LA

yearof the IGSPP, 1995, See Exhibit _

To your-knowledge, do any of the otlier LIS

Tempar

Mo

b e, ¥

Mo, MidAmedoan bas begngdee :
MidAmerican has searched the mharketp:
varying skills and competitive expedence Wi
industry. For example, since the TGSPP wis
MidAmerican has hired & pérsof with o

with MidAmerican’s largest inter

e pinell
Storage (i.e., Northern Natural Gas Con
Services, a pipeline dacecunt manager fn N
Americe, the second largest interst
distribution system, and u capacity trader

competitors. Most recently, Dhired a faancial sy

vears of mterest rale and cUsreney 11

effort o more ag

It is not cusy 1o attrazt top uer

Midwestern gas ntility. However, MidAgsg

f‘

the cuiture of ity supphy groap i ditfosnn
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difference is largely the result of incentives such as the IGEPP. The !

n essence replicates the forces of an unregulated mdustry, has helped

MidAmerican attract emplovees that have flonrishied in and are used 1o

participating in a competitive marketplace. This “new bloed™ is helping unprove

the way MidAmerican does business and ultimately reduces costs paid by our
customers toward the lower end of the prudence range.

How has the intreduction of incentives affected culture?

It is amazing what people can do when motivated properly. Esiployees withia iy »

gas supply and trading group work harder, longer and are more sopht ted and

relentless in pursuing savings than they were three years ago. Bmplovess wi

the group realize that if MidAmerican customers realize lower gas ¢osts{

savings) they, through the associated incentive compensution phan, will
benefit. Employees are more committed to thely individual responsibility and
more committed to team objectives. | strongly believe this conmmitment sllows
employees to perform: at a much higher level. Aguin, this decs not mesn thay

e

employees prior to the IGSPP had not been daing the

uiby, but sieaply theans thae
given the proper incentive MidAmerican can attract, retain and miotivile

employees who are miore likely to perform at a higher level.

Customers Have Benefited

Please describe the results of the IGSPP during the injtisl three yeur p:

MidAmerican’s customers have appropriately beneliied mere than arvony ke

During the time the IGSPP has been in place (through the six woath peniod &

Aprit 19985 MidAmerican's South Dakota sales customers havs

10
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savings relative to the established market price, of S2.9 aullion.

of the IGSPP will undoubtedly point out that MidAmerican’

benefited, such benefit ($1.29 million over the swne periods is @

(MAH-3). MidAmerican strongly believes these resulis

IGSPP, as approved by the Commission, has been g wins

mnvelved.

Why is it reasonabie far the Commission to conlinus » progran that

custommers benefit o an even grepter extent. Thi

interests. If MidAmerican’s sharshotders begefn, v

should be viewed as evidence of the prog

why the program shoulkt net be continued. After 6l th

program is to recognize outstunding perform
MidAmerican a ol to fower gas costs aml an op
of its efforis.

Do you helieve MidArnerican could hold ¢

a continualion of the FGEPPY?

No. I am concerned thet &
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incentive compensation would erode the benefits of the comy

created over the last three years. Isimply do not setieve T will reeogn

results from my department without an enviconment of muasing
Do you believe MidA merican has the potential for reducing cosls
the IGSPP is continued?

Yes. In a volatile, complex market, it is difficult w buosgis

the potential savings. This, of course, is why I behieve the char

described in both my testimony and Dr. MeDermiott’s is s fimpa

IGSPP, MidAmerican did ihe best job it could at rece

opportunities. Now. through the change in culture produced by

incentives, and the introduction and cultivaiion of new wleat,

more prepared to not only create savings opportunitisg,

opportunities that are produced. In other words, the IGSP

“winning” culture that, if maintained, will vield sulsstantial
customers.

Continuation Effective November 1,

When does MidAmerican request the continustion to be effective?

MidAmerican respectfully requests the Cormm

year period wes October 31, 1998, Accordingly

effective date of November 1, 1998 and does 5o ¢

3

blidAmerican would be abde 1o contisue with

spproved by the Commission i Docket e 95
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“What is the significance of May 1, 19992

for the period November 1, 1998 through Aprif 3§, [999. 7

May 1, 1999 is the first day of the next semiannual companson pesad

the last day of the initial IGSPP was Octeber 31, 1

reflects the savings realized for the same seusonal period u

date for the period extending from November b, 19897 thee
other words, there is an appropriute six month timg
period and the collection period. MidAmeticun x

May 1. 1999 in erder for the JGSPP to continge oy wilhiy

six month comparison and colieciion eyele.

#

Proes this conclude vour preparad i

¥es.




1, Mark A. Hewett, being first duly sworn:6n

: ?,"Hf"e{we_ttai_dmnLii:ﬁ‘cd in “Lh,ef.fféifiewjjtjgf

{ Testimeny, including any Exhibits, to

i and that the following Direct Ts :

stary Public in and for said County
 Btate, this L4 v = day of February;




MidAmerican Energy Company
South Dakota Firm Gas Rate Comparisen
Average Residentiatl Customer's Gas Costs

Jan-98
Faib-83
War-58
Apr-gg
#May-98
Jun-38
Jul-98
Ayg-98
Sep-98
Oct-98
Nov-22
Dec-88

Totals

Usage

{in Therms)
214

179

165

149

58

34

24

29

25

39

80

154

1,102

% Higher than Midlimerican

$/Therm

30.470

0370 4

MidAmerican  Modhwestom

F o

8 7682 8
8 6032 §
s 8171 &
3 B3 S
$ 2030 $
3 138 &
5 511 8
S 649 §
s 7.35 &
$ 5

&

Seuth Dakota Gag B




Usage

{In Therms)
Jan-97 214
Feb-97 179
Mar-97 165
Apr-g7 109
May-97 58
Jun-97 34
Jul-97 24
Aug-47? 21
Sep-97 25
Oet-97 39
Nov-37 80
Gec-57 154
Tolals 1,102

% Higher than MidAmerican

$0.500

50.700

$0.600)

$0.500

Pl
|~
S
d

o2

FQ:

o5

$0.400

i
i
|
}
i
£
i

S0.200

S0O.T00

i
\
i
i
:
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i

MidAmerican Energy Company
Bouth Dakota Firm Gas Rate Cornparison
Average Residential Cusiomer’s Gas Cosis

w8 A erican

MidAmerican
: §7.16
61.40
41.09
25.67
17.40
11.15

6.99

4,01

B.50
13.53
32.80
60.83

0 A 4B AW N 1 B BB S

380.45

£

Northwestern

& £ €0 €0 0 B D Y IH A R W

£




MidAmerican Energy Company
South Dakota Firm Gas Rate Comparison
fiverage Residential Customer’s Gas Cosis

Jan-86
Fab-26
Mar-96
Apr-9%
May-86
Jun-94
Jul-86

Aug-96
Sep-96
Det-96
Mov-96
Dac-86

Totals

Usage
(in Thermsj

214
179
165
109
53
34
24
21
25
35
80
154

1,182

% Higher than MidiAmerican

$0.500

$0.400

30.200

$0.500

s-

Rl

Jan-96

Feh-86

wwp M d A mierie s

Seuth Dakots Gas

M

4

ar-G6

X en

A

Middmerican

WA N BB W NN HH

W

4]

£9.44
70.1%
60.086
32.81
15.02
218
3.65
0.83
0.50
11.23
2808
57.8%

W} £ L0 G 6D 60 1A 18 P

53

12 BV €5

36138

Y

W

Say-s b

52.5%

5
¥

¥.38

1.8




[didA&merican Energy Company

lewa Firm Gas Rate Comparison

Average Resigdential Customer’s Gas Cosis

Jan-98
Feb-98
Mar-08
Apr-98
ffay.-98
Jun-28
Jul-98

Aug-98
Sep-98
Oct-28
Nov-38
Dec-08

Totals

Usage

{Ir Therms)
214

179

155

109

58

34

24

21

25

35

50

184

1,102

% Higher than MidAmerican

3 erm

£330

S0.310

$60.244

SOI70

fMidAimerican
5 76.83
3 60.32
) 61.71
8 38.7¢

] 20.30
S 11.18
3 8.11
3 $5.49
S 7.35
) 12.32
% 2432
3 46.51
S 37218

Jan-98  Feb-98  Mar98  Apr-28  May-98  un

s A Anerican

— 118

IES

§ 7725
8§ 63.37
& 5581
§ 40.88
§ 211
§ 1188
$ 942
s o8
$

&

$

3

§ 395.09%

arison B

Ffgrstaly e

irdersiat

5
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e
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iMidAmerican Energy Company
lowa Firm Gas Flate Comparisen
Average Residential Customer's Gag Cosls

Jan-97
Feb-97
Mar-87
Apr-97
iay-97
Jun-87
Jui-97

Aug-g7
Sep-97
Oct-97
MNoy-87
Dec-87

Totals

Usage

i Therims)
214

175

165

109

58

34

24

21

25

35

8¢

i54

1,102

" Higher than MigAmerican

50704

SDLGUKY

S0 54]

Therm

S0.40H0)

S0.200

hURESY




MidAmerican Energy Company
lowa Firmy Gas Rate Comparisen
Average Residential Customer's Gas Custis

Jan-96
Feb-96
Mar-26
Apr-86
\iay-96
Juin-96
Jul-56

Aug-9&
Sep-96
Oct-86
Moy-86
Dec-86

Totals

Usage

{in Thermsj
214

179

165

109

58

34

24

21

25
as

80
154

1,102

% Higher than MidAmerican

S0.180

0100

S0.050

Migdmericen

' 59.44
THvy
#20.06

32.81

Y

i B 4G € £ 60 R A 6 5 G B

11.23
Ja.08
2y

§ 35138
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5
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iiu’éa vericzn Energy Company
GSPP - South Bakota
Summm'y of Bavings

r«: o
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BACKGROUND

Q. Please state your name, position, and business addiesy.

x
3

A My name is Karl A, MeDermott. | am & regulsten

v ek ernnom
with Burgess Consulting. My address is 2611 Senth Homg
61849.

Q. Could you please deseribe vour backgronod and guali

Yes. Thave been working in the field of rogulatory econsmis

years. I have held positions. at the Naonal Repubu

MNational Labaratories, on the staff of the Hiasa

the select joint committee on regulatory reforns i the Il

President of the Cenier for Regulatory Stadies wnd for thet

of Commissioner on the DHinads Tomme

in Economics and ! have alse taught reguintory

T have attached my curricelum viae for whdinonst |

Pt

T T T DR B R
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joined the siaff of the o €

During this time have you participated is the 4

regulatory incentive programs?

Yes. L first became interesied iz th

eparument of Encrey rescarch goant {o
this work, [ produced testishiony 1
control the construction
time, T have authored & nuw
incentive regolations. As at
the Opporiunily © review & &y
capavity projecis to the prce cap
{Ameritech). In additton,
European stafes on the ay

electric and natural gas indug

What is the purposs of your lesBinony

I have been retained by Mulsoue

provide an oblective
Procurement Progran {1
Can vou sumimart
I hove examined the <

al MidAmericanr 1w

have identified o avmder of &
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acccunt for the success of the IGEPP,

1t is apparent to me thut the IGSPP has had the precise &t

that the Commissien contemplated when it approved the |

findings, I recommend the Cemmission continug the
How is your festimony organized?

My testimony is divided inro four sectis

mechanisins as policy mstruments designee
types of indicators that can be used to mwasre Wi
provide the results of my evaluation. Funsliy, [ com

of may findings.

"r'

THE NATURE OF

Are there any preliminary matters thut are

the 1GSPP?

Yes. Before conducting an evalustion it is ¢

of incentive mechanisms and how they affect

chanpe the level of effort divected iward the

involves an attemypt to hamess the priv

interest. The profit motive can be infhuenees

achieving or not achieviag a specific b
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supply and demand diagran.

Figure 1.

Vaiue

Please explain Figure 1.
In short, Figure 1 shows that the amount of

potential marginal benefirs, Under tradinienst

regulatory comrnission creale a parbivoiar g

benefit (MBg) of perfonming the rmgulated act

ding @ level of

Hh
marginal benefits to t

incentive regulation, since

marginal costs and penefits

Of course, the Jevel

regulators.  Incentive regulution. m s ¢

;

adopting new policies and rales, the

zeuvity. If the margina cows of

MCiCase he

Benoefits of MB.
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by the incentive will produce cost savings that will in turn reduce eostom

increase the company’s profits.

Yes. However, efficiency is a relative concent.

consisien! with the incentives that are emsbodied withia rthe lastitutionad frnes
we are operating within. Keferring to Figure . once ag
forward by a regulated firm is the most efficient fevel of offort, given the wnugn
and marginal benefits to cxpending effort, produced by the |
Generally it would not be reasonable to expect that the

effort at e;, absent some change in the incentives.

Under incentive reguiation we change the benel

and costy of putiig

in order to induce changes in behavior. When mcentive regul are ailo

efits istomers and the utility sre being mundmired By o lovel of
benifits to customers and the utility are being maximed by o level of

real point here is that the levels of effort ep and o are wov roully

activities and efforts expended under regulstion are deiven by % &

that are no longer applicable when mcentive re

incentive regulation is remanded, it would net be reaseraids

firm take the same risks and ncur the same costs, ror progh
Cam you give some examples of incentive meckamsing?

Since any mechanism designed o influence behiaor 1% a0 iden

examples abound. Any rate design or priving stral

S 1% seehamiens des

consumner behavior. Bven tradiional rafe buse et of g

incentive regulation. 11s a form of price cap regutoticns tat oy

i
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lag, an incentive to cut costs, Incentives ase not the &
rule.

The competitive marke: place is another

mechanism. In a competitive market, ncres

increased effort. A rational person will enly m

potential benefit will exceed the additienat ¢

Given that incentives are desipnud (o ssndd

behavioral change oceuy within an organizad

Beolh at the individual and group lew

thought of broadly as a “cultwral™ change b th

Please briefly explain the behuvioral chonges fhat 2

individual incentives.

When a corporation adopts an explieit i

systemic behavior change. The

“how can we maximize cusiomer &

has higher compensation linked oy &

activities will be pursued and corpor

comsistent with maximizing the marginad ben

Introduction of Incentives  shumbiarly

individual knows hefshe cun make 1

more likely to expend ioremental o
tend to concentrate

T

margingt benefus {(e.z.. i
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10

12

the profitability of the organization. Ther

specific targets for the individeal that align the enmple

the organization.

Does this imply that incentives may lead o degisions

No. A well designed incentive that adopie o s

places a significant penalty on unnecess

having to absorb the costs abowve the benchmadds

only at the bottom line of the compun

incremental individual compensation. Wha

prudent risk management st

managed.

behavior is not an absolute, bu rather 5 o
Are the =ffects of incentives,

observable and measurabls?

Not generally. The fundamental puig
that will increase the probability of sug
measures or indicators of hebavioral cha
be less concerned abowt how much sweings

concerned that the systemic process feady o g

uader incentive regulation is 1o produce chan

custorpers. To achieve the

SAET RIS e

indicaior of success—-i¢
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1 measurement of success is the net impact on customers.  [F the me

2 them the program is a success.

30 Q. In your opinien, does the IGSPP have the elements of an

4 ineentive mechanism?

s A Yes. My examination of the IGSPP augmented by the personal ot

6 indicates that it is a well-designed, symmetric incentive structiise and
7 of efforts to cupitalize on cost-saving opporiunitics as v

8 actions that could raise the cost of serving customers.

9 FRAMEWORK OF IGEPP EVALL

0 4. How did you analyze the effects of the HEPPT

’ 11 A, As stated above, the most appropriate way is
12 whole by measuring the “bottom hne” msulis.

13 performance against two shjective market inshic
14 based reference price and MidAmesiean™s ¢

15

16

17 “bottom line”" performance.

18 Q. Whiat objective benchmarks did you use to ana

9 Al Fused two. Keeping i mingd the Pmdamenied puag

20 costs, I compared in

24 vased reference price ewbedded in the 1GEPP

22 U compared MidAmerican's gos cosls relative o i
23 outh Dakota and lewa. Although the reforones o
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18

19

20
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believe the latter comparison is also a good objective pe

i<

reflects how similar utilities in similar markets performad.

How did you verify the results of the objective tndicafors?

I analyzed MidAmerican’s gas supply department fo;

5 g

changes. I realized thar if the results of the IGEPP were truly
change, as the objective indicators appear to suggest,

where MidAmerican’s gas supply group was either perfors

old tasks in new ways.

What functions of the gas supply departinent did you v

My review, which inciuded face-to-face mectings with the- g

inciuded, but was not hiruted to:
o Gas and pipeiine entitiemient contragtis
e Storage utilization
o Systems operations — dispatching, stog
» Risk management

e Incentive compensition

o Employment practices ~ hiring ountsitle expers, eie.

o FERC Regulatory Activity
Dd you quandify the benefits derived from chumg
functions?

Mo. It is not possible o identify, molute and g

occurring as a resuli of the creation of the 16

progroms such as the FG8PP change behavior (1., o

b wonid




‘performance. - ‘Behavioral
specific quantification. THus: my conel
should be corntinued: is not bag

—oi my view that the IGSPP

mechanisms: through 12
behavior in-a manner tha

changesithat ] belisve hel

Cam you provid
Fes, Dwillin turn a
- dnd several significant ek

©the introduction of ix

‘3 .;Pkaase provide é&hl@:‘ﬁ'},; dit ;

In 15‘u‘mma&ry; during

customers have feal

based reference prics. Dud
cost gas in Souwth-Dakora snd k
2), MirdAmericiis

based reference price s




i $2.9 million in customer savings is met of Mi

)

Furthermore, in regards to an objective comp

3 MidAmerican witness Mark Hewstt"s pro

4 — (MAH-1). MidAmerican during the th
5 produced the lowest zas costs 11 South Dakota

6 lowest gas cost of all five Towa utilities.

0
>

10 fundamental areas where the company™s
11 e Storage optimization

12 e Index price management

13 e Contract negotistion aud open

14 o Incentive compen

ton atd g
15 ¢  Cultural change.
16 I believe the significant change refleciod by

17 conclusions of the obiective measurements,

18 Q. Please describe the storage optimizal
19 A Tn the past, storage veas often gsed et
20 Storage would be lessed and an infe:

21 was available for peaik nesds.

22 (THIS PORTION OF KARL A MO
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KARL A. McDERMOQTT

2611 S. Homer Lake Fosd
Homer, IL 61849
Telephona: 217-898-2567
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Awards

1986

12853

Fabibge

Senior Research Associate, National regulatory Research Institute,
Cihio State University

Conducted research in the areas of teleconmymunicaticn license
contract fees and cost of service, the effscty of budger billing
on utiliies and consumers, and methods of moniioong
adjustment clauses.

Assisted in research regarding marginal am! average :
time-of-use pricing, power plant productivity, and the examina
cost and price differsnces of Ohio munieivil gas reies.

Assisted in the management of consultant sublcordracio ‘s m il
supervising the presentation of ccst and load resessch semi

Lecturer in Econcrrics, Department of Economics. Ohbio
University

Yaugnht Macre Economic Principies to a class of approximataly 100
students.

Cost Analyst, Action Cemputing, Lararmie, Wysming

(Graduate Research Assistznt, Unives
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Assisted professcrs in conducting
Principles of Economics, while cr}mpi&
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industrial Crganization Theory.
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Association for Social Economics

Canadian Economics Association

Econometric Society

Transportation Pubiic Utilities Group of American Economic Assesiation
Hlinois Economic Association

History of Economics Society

Roeyal Economic Society
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Publications
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President Elect and President, Winots Escnomie Assoiation
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raguiators,

Lecturer in Economics, Degartment of Economics,




- Instructor in Econon
“Hlingis..




6/82-12/88

11/83-7/85

f/e3-1/84

1/80-6/82

on 6/12/88. Fields of pemcxlzzcﬁf@n Wt ; sinre T
Policy, Macroeconomic Theary, and the H::;.mry of
Thought.

Consultant, Select Joint Subcommities on Reguiatory Hel
thinois Legislature

investigated the effects of the AT&T divestiture and F
upon [lliinois Telephone Utilities: and assisted iy i
require legisltative action. Presentation of issue rapor
Telecommunications subcommittes & servad o
exchange subgroup in developing resormandations
tilinois Public Utilities Act.

Consuiltant, Govemor's Sunset Task Force o UHER
Reform, Hllinois Departmertt of Energy and Natural §

P2

Delivered both written and orat regors on the 43 o i
certification, monitoring of construction costs, and allvealion of go
plant cancellation costs.

Economic Analyst lll, Policy Analysis and Researsly b
Commerce Commission

tes‘umony on the use of m;,,emwe mmh:«ﬁm
construction.

Cmdn"ted rpse»ar'ch a"?d zesi *““-fmcf in davels

Assisted in the deveioprnant
rates projects on productivity
analysis. Assisted in the managing
TQu c,ca‘»_:)ere" Ctud Prgpz&mﬁ arich p

Hrepared and presented testimorny
determining rates-of-return for Hir
testimony regarding appropriaie ¢ g4
philosophy for lilincis Bell Telephors Corag



Exhibit N

ek

Assisted in the investigation of capacity expansion, lfifeling rates
efficiency measurement, and impact of deregulation i ele
generation, water rate design; and investigated the im

investment tax credit changes on utilities. "




Extbit

- BITBAZITY Senior Research Associate, Naltional regulatory Resea
Ohio State University

Conducted research in the areas of miﬁcumm{m‘
contract fees and cost of service, the effesis ¢ ]
on utilities and consumers, and malhads of

adjustment clauses.

Agsisted in research regarding marginal and aver
time-of-use pricing, power plant productivity, and the &
gost and price differences of Ohio municinal gas rates.

Assisted in the managerment of consultant subconiracton
supervising the presentation of cost and IC?H&--T@%&&?Q&E@ :

Of75-12/79 Lecturer in Economics, Deparment of Eronomics, i&ua *
University

Taught Macro Economic Principles o a ¢lass of ap;@mmm
students.

12775178 Cost Analyst, Action Computing; LarawaWyammg B S

Rnﬁm.‘ Y
r’rmm'pips of Ec*sncvmsm whée eftzrﬁ ating
Economics with specializalion ia Public
Industral Qiganization Theory.
Hwards
1986 Alpha Lambda Delta Qutstanding Teacher of Fragnman S
Liniversity of {llinois
1683 Thrift Prize at the University of i

Allccation of Savings: An investigation ¢
Chicage Households"

Professional Society Activities

Alpha Lambda Delta Honorary Society

PSR e T R TR



~-Arerican Economic Association
,As’;Sociation for Social Ecenomics
- ‘Canadian Economics Association
Econometric Seciety

:; Transportation Public Utilities Group of American-Economic Assgmatsﬁ_ o

Hlinois Econemic Association
“Histery of Economics Society
Royal Economic Society




Additional Education

Publications

Seminar on Austrian Economics at Marguetie Univer
condiucied by the Instittte: of Humarne Studiss, Menlo P

Stale of Wlinocis; Certificates in SPSS and advanued 8PS ©
Clagses and TSO Operations

Hiinois Bell Telephone Seminars on Separationy
Direct Analysis (EDA), Cosls and Demand
Characteristics of Telecommuriication Systeny

MclDermiolt, K.A. “5 Trere a Ralic nai Pm?z e I
Elactricity Journai, Vol ¢:1 Jan-Feb 1

MeDermett, K.A. “Changing Regulston
Malko Eds., Reinventing Electriz Utilily £
Vienna, VA 1985,

MeDermott, IK.A. “"The Evolution of the “Inves,
Ennplawmenf and Money Revisited.” Fi
Spring, 1983,

MeDennott, KA. - Di*@m&mﬁ “The |
Effective Control of Urban Smog. .| :
Federal Reserve Barm of Chicago. Novermiwr ¥

WMocDermot, KA. : 2
Policy Tool." The Electrcity Joumst, ok G,

MeDamoi, KA. ‘Fe@'”rw {

Da\fici Smﬂh rﬂ;‘
F nqmm, %z tm{zf :*;mmm,w;

Meliermotl, K
kKeynes: From |
‘-‘er::p@ tias oF
Brockiield, WT {19

McDermott, K
lts Potentiai Apyf Calio




Regulatory Research instituie {187¢)

McDermott, K.A., AG. Buckalew, ¢
Telephone License Cor
Researth Institute (1878}

Gas Ual!s&ea. An Anal}:ﬁfs drd
Regulatory Institute (19781,

Publications: Conference Papers

McDermott, KA, and Cind:
FPrograms in a Corpeliiive
Association of Hegulatory ¢

McDemiott, KA., DW. &
Strategic Cption for Acid
Reguiation in the Eleclric

McDermiott, K.A., D.W. Soutt
Utility Compliance Pecising
Piftsburgh Coal Conferencs

MeDemott, K4, KA.

Emissions Trading: Is T}
Amendments of 18307
and Utilization of High &
Confererce on Prossssin
sponsored by the US, D
Go. inc., New York, MY.

&‘dc e ;rmnﬁ h 5, J;fi U ‘w 4

He 3«1' L‘id";«; w:mf"z'
Strategi "aues, San Frar

Mcsw;mz,,vz:, KA and DL
Trading: Paradoxes, B
mf«;‘xomi Assocdion
Electricity, Subcorami
168 '1}.

McDemmedt, A, ang
Treatment of Emisgions
incentivas. Pressrmed o




McDermcﬂ: KA, am} DLW, Soull

i’v’i%dwe stern Siats ?zj%:z%cr
Institute, Chicage, L kay 3

McDermotl, KA, and D
Compliance: An Exgmi
American Power Confes

MeDermoth, KA. andg DLW
Policy. Presented at tha
Chicago, H. {Cetober FW

McDermotl, KA., ang D)
Evaluation of ths Propa

waéaa“ i54 {}’ ffw Fro
Annual Ineraationsl P
19507,

NMeliarm

Folicy.
s Jqum 2T

MeDarn ,
Industy: A S
A,S SR

rMchenmod,
Fiction., P
1988}




McDermott, BLA., and Christosh
Keynes: From the Tract fo f’? ¢
of the Histary of Economics Sagial

I‘ACDPV!’TIC‘ﬂ LA ngﬁ;} 55
Some Problems of Batar
{October, 1886},

McDermott, KA., M.d. |
in Te/ec:omm.umcéf;‘!{a

icDermott, KA., and ¥
Application of Ince
Biennial




Publications: Reporls

McDermott, KA,  Avoided Cost Fr
Estimation. Prepared for the llinsis Dep
June 7990.

Mchiermolt, KU, Least-LCos
of the Issues. PFreparsd
Resources (Docember 19855,

E’ELD@M@H KA, Eguity |
for the ilinols Depariment i‘:ti"

McDemoll, K.A.  An Angf
Planning Framework: The ©
Department of Energy and N

MoDermott, KA. f.‘:*amasfz}w #*
Perceptions 4% a *’“ﬁf_zs,
Energy and Enviro
DOE OHice of v

on the LeastLiost Plaos
Northem-Hlinois Al

|\ Ty fermcl, i{lﬁk by £y
Complete and Foorng
Wasie Prehibiions,
Resources.

Pmc:.e 3%,
Octobe r,

Molermolt, WA &5
HReguirernenls as an

lirois Depariment of

NcDemoll, Kab
.;apam‘z FSLIE’*’} &
e |




(May 1985).

McDermott, K.A. A Survey of State Reguia
Developments Resuiting from the Dives
Committee on Public Utility Regulations, Hineis 5t

McDermott, K.A. A Memorandum to the Telssot
Group on the Concepts of Compsting. Competifion
(September 11284).

McDermott LA, Tue Evs.ut:an of {‘mmp:@:fgmﬁ ” ma‘ :

McDermott, K.A.  Utility Effficiency Report Sub
Incentive Meachanisms, Thinois Commere
i=nergy {July 1980).

McDermott, KA. Utility Effisiency Hop
Mechanisms.  Winols Commerce Com:
(March 1985).

McDermott, KA. and K. Kally.
Virginia State Corporation Cormmission.
(19791.

McDermott, KA. Summary o
Productivity, The dational |
Depariment of Energy {1974},

Unpubiished Pagers

McBermott, ?( A, The Reichbanis’ Hz
An Alternalive Test of the Calses of the M

MiceDermotl, KA. How Beg: Was The Ger
the Detnand for Money Emploving a Eulls
1987)




McDemotl, K.A. Bubbles During the Hypers
Innnrdcz,on of the Double Butble in Exchange
{Septembear 1987)

McDermott, KA. Evaluating the Causes of the H:
Mcznetary Pofff"y and ??*f:ﬂmri@af Deba {J;a:

wDemmolt, K.A. Decentranization vs. Goordi
for Deregulaling the Elsctric Su;*;}‘; mdzm SO,

McDermolt, KA. Applied Falmess Theoryr The ©
power Plant Costs. {October 1983)

McDermmalt, K.A. In the Rational Expec
a Neo-Austrian Theory? (Ottober 18531

McDematt, KA. An Exmmination of
Economy Experiencing a Trade Booni:
and Profil Taxation. {(August 1983}

McDemuatt, K.A. The Transmission of Mo
Business Cycle. (Juby 1983}

WcDemupit, KA. The é‘wﬂammg of #
a Case Situdy of Englarid, 1542-364

McDemott, KA. Inforsast Fates ;
Effectiveness of Monstary Folicy, {Apnt 188

McDermot, KA, Towards De
Mechanisms, Qem mares A
{August 1281)

MeDermon, XA,
Aftemative ?’ff’;’—'}ﬂﬁ?

University of Wyoming, {July

Presentationy

MoDermett, KA. A Dondiis
the Malupral Gas induntine




6, 1991).

McDermoth, K.A. Exit and Entry: Who Will
Cas Indu s:ry Presemed a’f thr:* f.:t@nfef Tt

MicDermolt, KA.

Pre entecl tc the Cak Po licy {;ﬁ;m *svw @? Jb
(April 16, 1991).

McDermott, K.A. and D.W. South., Hegufatory Treg
Decisions and Their Effeai on Marksiplace Incers
Inquiry Public Hearing, Hinois Cormmerce Coramisgion

McDermott, KA. and DWW, Sauth. £

Regulatory, Compliance Planning and
llinois Cymmerce Commission {January

McDermntt, KA. Obligations f::} Berve ¢
Industry.  Luncheon dation at  thg
Competitiveness of the Natural Gag Indus
Studies (October 1880).

McDermott, K.A. Pricing in an
of L.ast Resort, Presentad at
Implications for Planning Pric

McDemmiott, KA. Unce "’725'5*2‘?}‘ it 25‘;& i&
Natural Gas. Presented &t the conb
Natural Gas Industry,” held by The Cg
1929y,

McDermott, KA, and phLdL Morey,
Examination of the Factors Qetory
Prices Baiween 1920 and 1823 P
the University of Hlinois (December 1GE

15




Testimony

Since joining the Commission, Ciormissioner W
hundred prasentations on & varely of :ﬁm*é i e b
and natural gas industrigs.

Testimony to lilinols General Assembly oint cormng
Sumrrer 1997.

Hinois Public Utilities Commities Tal
Miethods of Telecomaumications Ragulafion, Man

Pappas on the use of incet

Hlinois Commerce Commission Dok
use pricing standasds of ihs > WY B
Ilincis Gas and Electric Company.

s

Hinois Commerce Commission i, 7
determining the appropiats rals of 1ell

linois Cormmerce Comvission
service mathod for pricing e
competition.
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA
IN THE MATTER OF THE FILING BY ) ORDERFORANI
MIDAMERICAN ENERGY COMPANY FCR ) OF HEARIH
APFROVAL OF CONTINUATION OF THE ) ﬂ ‘
{GSPP FOR AN ADDITIONAL THREE-YEAR ) NGIS1n
)
)
)

PERIOD, OR UNTIL SUCH TIME AS ITS
PURCHASED GAS ADJUSTMENT MAY BE
ELIMINATED, WHICHEVER COMES FIRST

On QOctober 30, 1998, MidAmerican Energy (MidAmerican) fitad wath
Utilities Commission (Commission) an application for approval (o conting
Gas Supply Procurement Program (IGSPP). The Commission approved
IGSPP baginning cn November 1, 1895, on an experimental bias:s. NMidAmari
that the Commission "continue the program for the later of an additionalthre
or until such time as its purchased gas adjustment may be-¢liminsted, whic
first,"

The Commission has jurisdiction aver this matter pursuant to SDCL Chi
and 49-34A specifically 1-26-17.1, 49-34A-4, 49-34A-6, 49-34A-8, 48 v
49-34A-12 49-34A-13, 49-34A-13.1, 49-34A~17, 49-34A-19, and 46-34A-21. °
have agreed to the following procedural schedule:

DATE PROCEDURAL SCHEDULE
June 17, 1999 Staff's Prefiled Testimony Due
June 30, 1999 MidAmerican Reputial Testimony Dus

A hearing shall be held at 9:0C a.m., on July 7, 1899, inRoom 415
Buliding, 500 East Capitol, Pierre, South Dakola. Ail persons testifying sha
to cross-examination.

The issue at the hearing is whether ihe Commission: shall grant ¥
request to continue the IGSPP for the later of an additional threewaar
time as its purchased gas adjustment may be eliminated, whichever cory

tei

The hearing shall be an adversary proceeding conductsd pur
Chapter 1-26. All parties have the right to be present and 1o be ra
altorney. These rights and other due process rights shall be forfeitec
the hearing. If you or your representative fail {o appear at thetime a
hearing, the Final Decisicn will be based solely on the testimany and svide:
if any, during the hearing or a Final Decision may be issued by defauito




1-26-20. After the hearing the Commission will consider ail evidence an
was presented at the hearing. The Comrmission will then enter Eindi
Conclusions of Law, and a Final Decision regarding this matier. As aresul
the Commission shall determine whether it shail grant Mid American's req
the IGSPP for the later of an additional thres=year period, or unti

purchzsed gas adjustment may be eliminated, whichever comes first.
al Declsion may be appealed by the parties o the state Cir
'c»ur:reme (Gourt as provided by law. {t is therefora

‘ ORDERED that the procedural schedule set forth above shall i’)é foli
parties to lhese proceedings. 1t is further

ORIERED that the hearing shall be held at 00 am, on July 7, 158
412, State Capitol Building, 500 East Capital, Pierre, South Dakela,

Pursuant to the Americans with Disabilities Act, ihis nearng 1
physically accessible location. Please contact the Pubil
332-1782 at [east 48 hours prior to therhearing if you-have spack
can be made to accommodate you.

Datid at Pierre, South Dakota, this jJ - dayof Juns, 7998

i CUHRTIFICATE OF SERVIZE

The undersigned hersby certifies that this §

* donument hay been served today upon aik parfies ¢f
recdrd iy ducket, as iisted-on the docked service |
- Fisl. by faosi or by first class mall in progeily
| addressed \%mvﬂooef, with changes pr f«paid thereuty I

l
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‘State Capito} Building, 500 East Capito} Avenue, Pierre; South: akmaS? SGI

Jine 17, 1699

Mr. J. Gregory Porter

Semor Atlorney

MidAmerican Energy Company
P. Q. Box 657

Des Moines, 1A 50303-0857

inpentxve Ga< Supply Procure‘mem.ngr; m
Docket NG98-010

Dear Mr. Porter

Entiosed you will find a copy of the Testimony of David A, Jacob:
entitled miatter, This is intended as service upor-you-by mail.

Very truly yours,

Camron Hoseck
Btaff Altorney
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AQAM,GFRDESS«THGMPqONLLP

B !:C\UTH BIERRE STREET
DL EOX te0 T
;ﬁ‘x'f,z-fﬁé&;‘sqjum- DAKOTA B7501-0160

June 29, 1939

Commi an

331 £ind an original Notice of AD_
u please file in this matter.
Ueilities Commission she was told tt
Be service on no other parties was: made;

please let me know. Thank youl. ‘

GERDES & THOMPSON LLP

st SRS R ey

oyy Forter



e UTILITIES COMMISSION
TE OF SOUTH DAKOTA

DOCKET NO: NGS8-010.

5X 4
BLE~28L-2970

vy j
;,,J),’,\.s,f iz

day of June, 1999.

WAY, HDAM, GERDES & THOMPSON

[605) 224 -6289




E’ PUBLIC UTILITIES COMMISSION
£ STATE OF SOUTH DAKOTA |
ORDER CANCELLING
HEARING AND
SUSPENDING
PROCEDURAL SCHEDY

NGS8-010-

30, 1998, MidAmerican Energy (MidAmerican) filed with the Pu
igior (Commission) an application for approval to continue its ince
rement Pr ca;;lraﬁ"a (IGSPP), The Commission approved & thre
an Mvembe. Sl% on an expeﬂmental ba sis. MidAmerican reg

i Es s purt‘:haiséd gas adjusxtment may be eli‘minated. whichiever ¢

1949, the Cammission issued an Order for and Notice of Hearin|
ural schedule. The procedural schedule set-a hearing dateof

s jurisdiction over this matter pursuant to SDCL Chapters
-;-n;::‘@—! 1, 48-344-4, 49-34A-6, 49-3A-8, 49-34A-10, 49-344
4G-34A-13.1, 49-34A- 17, 49-34A-19, and 49-34A-21.

d o B dmencan's leller, the Commission shall cancelthe hearing set-fo
aduiad to hear the testimony of the parties, and shall suspend-
wrale speielinitely pending further settfernent dnscu.>s;ons and Staff analys

;i einre

} from ma |,_,,a.rtm», :3



werre, South Dakota, this 2nd day of July, 1999

L
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State Capito] Buflding, 500 East Capito} Avenue, Pierre, South Dakota 57501-5070

July 2, 19949

{3reg Rislov

Commission Advisor

South Dakota Public Utilities Commission
500 £. Capitol

Fierre, SD 57501

Re: Docket NG98-010
Dear Mr. Rislov:

I am in receipt of a letter dated June 24, 1999 from Rolayne Wiest wherein
Commission advisory staff requests all data requests and responses fo them in
this case. It is my position that this request cannot be met unconditionaliy. The
reaton is that data requests, and the responses to them, are discovery between
staff and the utility. They are not part of the record and do not beceme evidence
unlass they are stipulated into the record or otherwise put in the record to become
part of the evidence uitimately considered by the Commission.  Accordingly, they
should not be considered in the decision making process by the Commission,
directly or indirectly, unti! they are part of the record and the parties have the
opporunity o object, cross examine or do whatever they deern necessary to
protect their record, SBCL 1-26-18 (1) provides that the usual rules of evidence
ghall be followed in contested administrative cases. Basic due process rights alse
come ito play.

P am willing to provide this information to you, however, provided there is a ¢lear
understanding somehow made part of the administrative record that the
informaticn contained in the requests and responsas will not be used by the
Commission or their advisors in reaching a decision unfess that information is
formally mede part of the record. A concurrence with this letter, filed in the
dockel, would be all that is necegsary.

Staff Altomey

co Greg FPorter (via fax)

bt

Dave Jacobson
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July €&, 1999
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e 9&&&@ PLAN :
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L 0209

sed 19 & certified copy of an ordex admlttlaq Greg. Po
pro hac vice in the above-entitled matter. - Please
slosure,

Sy LVQI)

GERDES & THOMPSONW LLP

Porter




BEFORE THE PUBLIC UTILIT

MEIDAMBERICAN ENERGY COMPANY

[

umcn i e

it appearing that
iong of SDCL, 8
. : requiring an
st of Revenue for a sales tax
Gurdes, a resident attorney
vt in gonod standing, and good
DERED AND ADJUDGED that J.
durhorized to appear as an atc

OF THE STATE OF SOUTH DAKOTA

DOCKET NO: NGQB—OlO

ORDER TO ADMIT NONFE@T
ATTORNEY FRQ HAC VICE -

application of J. Gregory Porter to appear: j

L she above-entitled administrative proceeding pur
: y said nonresident attoxr ey
16-1B-2 and

application

Gregoxry Porter be,

y in the above-entitled proceeding befors the

SOLT
'IES COMMISSION U7t

that' he
‘to | the
license;
and:-a 1 =
cause appe:

orney for MidAmex LB
Quﬁhg‘

1539.

1
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eowith our earlierteleg hone discussions, enclosed pleasefind ¢t
Joint Motion for A emel
o Please sign whet , O
ey Comminsion. l'wmﬂd&pprmmw 1Hf Jou: wouzdzlemrw
he ennlioved euvelope. :

By s duvy questions, plense give me a call at{518) 281-2 641

Sincerely,

I. Gregory Porter
Senior Attorney
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BEFORE THE PUBLIC UTILITIES COMMISSION:
OF THE
STATE OF SOUTH DAKOTA

DOCKET NO. NG98:010

, v‘s GA$ SUPPLY -
MENT PLAN 1N

JOINT MOTION FOR APPROVAL OF SETTLENMENT AGREEMENF‘

COME NOW, MidAmerican - Enargy t“omn.any ("MldArnanan Energv")%é;f
| Staft of the South Dakota Public Ui mes Gommlssmn .
relerred W as "Parties,” and propose that the South Dako A P'ubhc Uﬁime.: Teinl
("Gomintasion”) adopt the attached GSetiement Stspuiat gn . (“S‘uou\atmn';";
auittement and resolution of ali of the-issues raised ,;ega\r,fdﬁma; M{ d,@.memﬂmz
confinie the Incentive Qas Supply Prosurement Plan ‘ifmi'iaily'j;&;’zbféwné‘c‘i; b
Commission in Midamerican Docket Mo. NMGOE-008. in éu'ppmftgof?%h—i%; ;,;4‘;{1;;‘@;3
“Fﬂaﬁies stmil as inilows: o o

1 This Motion is mada pursuant 1o ARSD 20:10:01; 19

2. The Stipulation resolves all of the issues in Docket No. NGSB-01R.

3. The Stipulation represenis a negoatiated sattlament of sp@ciﬁa’“ issu
this proceeding. The terms of the Settlement Stipulation: agreeu ypon: a:a. {a me B
M {he Parties, just, fair and reasonable and consistent with South Dzkoia Qaw,

Farfies raspectfully reguest the Commission approve thea»mu\aﬂpn,, '

Yot Movon for Approval.doc




FAX NO.

Tising filonto for pprovaldoc




BEFOHE THE PUBLIC UTILFT%ES C.N’MI SI‘N-'
OF THE
STATE OF SOUTH DAKOTA

DOCKET NO. NGS8-010

FAX Becmas.v. 3

o af the Incentive Gas Supply Procurement Pian (‘IGSPP”) initial

s Congmission in Docket No. NG95-008, Final Decision a‘n,da?O_rdé' '

} MidAmadean's Request for Continuation asked the Cfm’mmiss
# o oantiimg the 1GEPP as approved by the Gommxbmon ﬁor an ad it

prient commenging an November 1, 1998, and wmtrmmg thmugn (3’, ok

Gommission Stafil ["Commnission Btalf”) and I‘Miﬂ!}&'ﬁﬁf&ﬂ@éﬁ{ (;"”"

siibmiiad prepared direct testimony pursuant to the: Comm: csmn om;

hatl for this document. Thergafter, the Parties on or &mmu i

e

Iotmuested the Gommission to hold the procedural schedule in abpyanr-e whil

. g pinsund 8 polential seftioment.  As a result of settlement :disicguréaq

s Bave been able 10 resolve all issues in this proceeding. The




it this Selllement Stipulation (*Stipulation™), which, lfaccep
mfisgion, reinstates the IGSPP, as modified, for a mneé’
g Movamber 1, 1899,

it. PURPCSE

Stipuistion has been prepared and executed by the Parties fr.»’.r;;i‘,t‘fi

v all Jasues in Docket No. NG98-010. The Pagies: undes'sta«

s B order approving this Stipulation in its-entirety :\rqiimm;z;aﬁiﬁ

This Btpuiation includes sl terms of settlement and-is s.ubmarled W

£ i tha gvend the Sommission imposes any: changes iy o wndﬁts;’

,,

g1 wnph gee unasceptable to either pary, this "‘.ti\pséul‘-aﬁcsan sh?si,lhf éhé} de
it ot ponstiiule any pan of the record in this procesding or am,t other
D yned for any other purpose,

A Thig Bliipuiation shall become binding upon execution by the Part

vervary, thiat 1 this Btipulation doss not become sfiective in -a;li d‘an

above, it shail be null and void. This Supuaatmu; is mtended to

wars refarred to herein; no party waives any ci‘aim or ngm wh;iy




Ath respect te any matter not expressly previded for herein; no

v dispmend 1o have approved, accepted, agreed or consented tc any rate.mal

s thereof shiall directly or indirectly refer to this Stipulation or that pas

ol the Commissian referring to this Stipulation as precedent in any o

v fyttire rate proceeding before the Commission,

i, The Parties to this proceeding stipulate that all prefiled 'ftest;il;manvﬂa

+ b nade & part of the record in this proceeding. The Pamcs understandf’, at

s had fot been setted, MidAmerican weould have filed Tebuttal ;’t’,éstfi

i
&, i s urcderstood that Comnrnission Staff enters into this Stipulation for
Ty st Middmerican’s South Dakota customers affected hereby.

W BLEMENTS OF THE SETTLEMENT STIPULATION

1. The FParties agree to modify the tolerance band aad the proportic

winmars and MidAmerican share costs and savingsxesu\tmg'fvr:samqas.,

ot below the tolerance band consistent with Hiuq‘uatlon A,

snpted] Biarein by this reference.

4. The reinstated 1GEPP, a5 modified, will commence November 1, 1999

o for & period of thrae years through Oclober 31, 2002,

st Btipulaien dog



ard iraatment of the IGSPP shall be in accor_dam@.‘*Wit]

wr B, 1995, Final Decision and Order in Docket No. NIGg5: BOV ,
T

L f
attory is entarad into this __ MJ_ ___ day of August, 1999.

ryy Cornpany South Dakota Public Utilities Commissio

BY: _

Camron Hoseck
Atorney

State Capito! Building
800 East Capitol Building
Piere, 8D 57501-8070

DIATED:

awind discussions, the Paities clarfied that the hedgying activity related:
by past pragtices, be excladed from the calcuistion of the 1GSPP, - Moristh
1 with past practices, (o include in the IGSPP-caicuiation. mthnr br,dg

with MidAmarican's iegsed storage authorization:prograin. ’ oy
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angd tesatmoent of the 1GEPP shall be in a‘cjmr‘daméax i»wif'

o l ..n] f
ee:kL mrw - n m- ..m

i sediaront dseusgions, the Farlles clanfisd thal the hiedgieg-aativi
ity st praaticns, Le exciuded from the calculsiivn of tive !\,. \
At with pst practices, t Ihclude in the (G5 3PP caleulatior:nther haogm ;
ity Ml Rmerinan't iua%d storngs sihenzaticnpiogram, :
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STATE m SOUTH | DAKOTA

DOCKET NC. NGS8-010

b Commigalon in Docket No: N(n@a 008, x,—an'ar!; -st?’(Jlsm

figthemerican's Reguest for _G@'ﬂﬁnma‘gidn- asked the ¢

Guthifity to sontintg the IQSFP as appreved by the: Comraigs

3, renpnsted the Commission to hold the procedural mhaduL n aheyaru.ﬁ

& pusded g polantial seftloment.  As a resull of &e‘&tiemeni as_&cus,slgn

s have boen able 10 resolve all issues it this proceeding. The

g
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s this Setlement Stipulation ("Stipulation”), which, 1 ac

Comnlssion, reinstales the 1GSPP, as modified; for ;&;rét‘hﬁ&é
{ # ?%Q‘Wﬂﬁlkmf 1: qgs@Q*

. FURPOSE

s hap heon propared and executed by the Parties for th
&l igues b Dackel No. NGSE-010. The Paries understaj

e popossls, posifions, and adjustents made or ‘obtainad

% et

B i Stiealation includes all terms oF sefflement and is submiitsd

v tbr gviant the Garmmission imposes any charges in or conditions

1 wre unaceepishle t either party, this Stipufation shall

sl nar Be used for any other garmose.
B , H

Tiis Stipwation shall become binding upon execution by the s

2, wivove, it shadl be mdl ard void, This Stipulation is intended to rela

ters refarred fo herein; no parly waives any claim or right: which
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act o any malsr not expressly provided for herein; ,nc;-%_p’g :

sef ti Prvo approvesd, accepted, agreed or consented to any rate mak

g the provisions of this Stipulation or be prejudiced or bound there
et o Rilure progieding before the Commission. Mo past

saif whall dirselly or indirectly refer 1o this Stipulation or that: p

e Cominlssion refesdng fo this Stipulation as precedent in-any
i sl procepding before the Commission,

fng Pardies (o this proceeding stipulate that all pref;‘leditesﬁmong

s o pil of the recised in this proceeding. The Paries understandt
hatt nol boon seftled, MidAmerican would have. filed rebuttal testin

E £

SAENTE OF THE BETTLEMENT STIRULATION

Tiw Faties agree i madify the tolerance band and the progottior

s s MidAmorinan ehare costs and savings: resulting from gas®

 or Delow the lolerance band consistent with Musteation A, whi
e vl by this refaranca,

s T elnstated 1BSPP, as modified, will commence November 1; 48

Hse e & parod of three years through October 31, 2002,
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sk e caleulation and performance of the lGS

iy th manner in which the 1GSPP was calculated an

ipde yont [T .

sy thigl in alt sther respec

. Final Decision and' Order in Docket No. NG*Q‘E?OG&

et ey this M_,W/ ,_,,_,; day of August, 1989,

South Dakota Public Utilities Commission ‘

eI i

*‘E}ﬁmﬂ:ﬁny-H‘mﬁ@k
Attarney
State Capitel Building

500 Bast Capitol Building
Piare, B0 57501-5070

DATED: @/ff' ’/{’5"”
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ORDER

)
)
)
} NG98-010
)
)
)

‘R COWES FIRST

fien! Program ("C:;SF’P). The Commlssxon had approved three
Sy November 1, 1895, on an experimental basis, deAme
gram be continuad.

ricd Cornmission Staff filed prefiled testimony. On June 15, 1999
g Order for and Notice of Hearing that established a procec
ral sehedule set hearing date of July 7, 1999. On Sl

wnded e procedural schedule and can
34 furiber time to negotiste settiernent. On Aug:
iy st fled & Joint Metion for Aoproval of Sett
P msmn whigh had been reached between them,

i tipuiation entered into between MidAmerican s
1998, and whigh is incorporsted hersin by reference; st

- closad,

FINAL DECISION AND
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EOF &»EHVICE

*'wby genifiss that this
day ‘;Jp.()n all par’slen c_nf

[OFFIGIAL BEAL)

(X
ind at Plarre, South Dakota, this o/ L /;jé,’ day of August, 1989.

———,‘:

BY ORDER OF THE COMMISSION: -

‘[ASKA SCHOENFELDER, CommIS‘SlO’
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