
NORTH DAKOTA PUBLIC SERVICE COMMISSION

DATA REQUEST NO. 1

Requested From: Dakota Natural Gas, LLC
Requested By: Advisory Staff
Date of Request: 11/14/2018
Docket Number: PU-18-345-

Ifyoufeel your responses are trade secret or privileged, please indicate this on your response.

NDPSC Question No. 1: Please provide all schedules in spreadsheet format with formulas intact.

RESPONSE: NON-PUBLIC RESPONSE—CONTAINS TRADE SECRET DATA

Dakota Natural Gas, LLC's ("DNG") cost model schedules contained in the trade secretprotected
Attachment B to DNG's Requestfor Approval ofa Firm Gas Transportation Agreement with American
Crystal Sugar Company, submitted in Case No. PU-18-345 in the Matter ofDNG's Requestfor
Approval ofits Tariffand Rates, is submitted herewith in an Excel workbookwith allformulas intact.
DNG respectfullyrequests that the content ofthe entire Excel workbooksubmitted herewith be treated
as protected data because the information was supplied byDNG; DNG has taken reasonable efforts to
maintain its secrecy by redacting itfrom public viewandprotectingprivate customer data from
nonorganization individuals; and, DNG derives independent economic valuefrom itsprivate customer
informationnot being known by competitors, suppliers, and/or other members ofthepublic who could
obtain economic valuefrom its use and whose use ofthe information could deleteriously impact DNG.

NDPSC Question No. 2: Please provide the following details on the last five communities the Company
entered to provide natural gas service.

a. What is the population of each town?
b. How many customers signed up for service in the first 12 months of operation?
c. How many customers signed up for service in the second 12 months of operation?
d. What is the average usage by customer type for each town served?
e. What is the basic service charge or customer charge for each town served?

RESPONSE: DNG is gathering information to respond to this Request. In the interest ofexpediency,
DNG submits the remaining responses herewith and will supplement its Response with the answer to
this Request as soon as reasonably practicable.
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NDPSC Question No. 3: The federal rate is 21% and ND state rate is 4.31%, this would take the total
combined effective rate to 24.4049%. How does the Company calculate a 26% tax rate?

RESPONSE: DNG obtained information about the North Dakota tax ratefrom a web site (that was
apparently not correct), thus leading to the utilization of26% in DNG's cost model. DNG recalculated
its model based on the tax information provided by PSC Staffin this Request; and, DNG notes that the
comparative difference is negligible, resulting in a cumulative difference to the Net Present Value of
approximately $11,000 over the 15 year life ofthe project. Thefirst year Return on Equity changes
from 3.92% to 4% with the adjustment. DNG is not revising its proposed rates, as they remain just and
reasonable under the circumstances. For comparative purposes, DNG submits a revised cost model
reflecting the tax rate provided by Staffherein in an Excel workbook with allformulas intact.
DNG respectfully requests that the content ofthe entire Excel workbook submitted herewith be treated
as protected data because the information was supplied by DNG; DNG has taken reasonable efforts to
maintain its secrecy by redacting itfrom public view andprotectingprivate customer datafrom
nonorganization individuals; and, DNG derives independent economic valuefrom its private customer
information not being known by competitors, suppliers, and/or other members ofthe public who could
obtain economic value from its use and whose use ofthe information could deleteriously impact DNG.

NDPSC Question No. 4: Staff has had discussions where companies have communicated that systems,
properly installed, are capable of remaining in operation in the excess of 50 years. What is the
justification for a 30-year depreciation and why is this a reasonable period?

RESPONSE: Depreciation is based on the useful life ofan asset which, essentially, is an estimation of
length oftime that the asset can reasonably be used to generate incomefor the company. Useful lifefor
purposes ofdepreciation does not necessarily refer to the length oftime that the asset will actually last;
and, the useful life ofsimilar assets may vary by company based on a variety offactors including
economic changes. Obsolescence can be either material or economic. In this case, DNG's election to
depreciate the system over 30 years is predicated, in large part, on economic obsolescence. DNG has
a 15 year contract with American Crystal Sugar Company (ACSC) that accountsfor 74% ofthe
projected revenuefrom the system. IfACSC departs at the end ofthe contract term, there will not be
any foreseeable revenue stream to accountfor the loss ofthe ACSC revenue. While DNG believes that it
would have been justified in depreciating the system over the 15 year life ofthe ACSC contract, it opted
to depreciate the system over the span of30 yearsfor the benefit ofits ratepayers.

NDPSC Question No. 5: Please provide data supporting the 3% property tax estimate and how this
number was determined.

RESPONSE: Minnesota's property tax ratefor the systems ofGMS's family ofcompanies has
averaged approximately 2.96%) over the lastfour years. For the DNG system, the TBS and most ofthe
steel line will beplaced in Minnesota, such that approximately 66%) ofDNG's project investment will be
inside Minnesota. DNG does not have access to information regarding North Dakota property tax
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assessments on similar systems in North Dakota. Therefore, DNG applied a 3% property tax estimate in
its cost model which is consistent with the modeling utilized in other GMS companies.

NDPSC Question No. 6: How does the Company propose to split the revenue requirement between the
large industrial user and the other customer classes? What factors determine the split?

RESPONSE: Approximately 26% ofDNG's asset investmentfor the project, excluding the Viking-
related CMC, is strictly investment to serve the Drayton area community. DNG's rates are set to
recover the same percentage oftotal cost from non-ACSC customers in the Drayton community.

NDPSC Question No. 7: What factors determine the revenue allocations to each class of service?

RESPONSE: DNG applied the same revenue calculations that are usedfor GMS companiesfor rural
areas in Minnesota. Given that the proposed system is DNG'sfirst in North Dakota, there is not North
Dakota historty to inform DNG's revenue allocation. While, atfirst blush, it may appear to be
somewhat arbitrary to draw parallels to Minnesota, DNG believes that there are sufficient similarities
between DNG's likely customer base and customer bases in rural parts ofNorthern Minnesota to make
reasonable inferences about useage and revenue allocation.

NDPSC Question No. 8: In North Dakota, it is generally assumed that the average residential customer
uses approximately 100 dekatherms of gas in a year. Staffs understanding is that a rough conversion to
CCFs that the company proposes to use for billing is 10 CCFs to 1 dekatherm. Using this calculation,
the average residential customer using 100 dekatherms or 1000 CCFs of gas would pay $102 in facility
or customer charges in a year and pay $460 in Distribution Delivery Charges, The Distribution Delivery
Charges appear to be particularly high. Please provide details regarding this rough calculation and a
justification for this rate design.

RESPONSE: DNG's model is not based on providing natural gas service at a lesser rate than, or even
an equal rate to, the rates charged by other natural gas providers in North Dakota. Rather, it is based
on providing the safety and reliability ofnatural gas as a fuel sourcefor an unserved area at cost that is
more competitive than other existingfuel sources in that area. Natural gas companies that serve large
markets with institutional customers such as universities and hospitals are afforded the benefit ofthose
institutions essentially subsidizing the rate ofgas in their residential markets. Moreover, they reap the
benefit ofdecades ofdepreciation and the associated deferred taxes on their systems. Gas distribution
cost is generally affected by two primaryfactors: the density or concentration ofthe customers which is
necessarily higher in larger markets; and, the age ofthe distribution infrastructure. Just as an
individual cannot purchase a new truckfor the price ofan old truck, a brand new natural gas system
cannot be constructedfor the cost ofan old one. DNG believes that the rates it proposes arefair and
reasonable in light ofall ofthefacts and circumstances and will afford residents in the Drayton area an
unmatched opportunity to avail themselves ofthe benefits ofnatural gas.
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NORTH DAKOTA PUBLIC SERVICE COMMISSION

DATA REQUEST NO. 1
SUPPLEMENTAL RESPONSE TO QUESTION NO. 2

Requested From: Dakota Natural Gas, LLC
Requested By: Advisory Staff
Date of Request: 11/14/2018
Docket Number: PU-18-345

Ifyoufeel your responses are trade secret or privileged, please indicate this on your response.

NDPSC Question No. 2: Please provide the following details on the last five communities the Company
entered to provide natural gas service.

a. What is the population of each town?
b. How many customers signed up for service in the first 12 months of operation?
c. How many customers signed up for service in the second 12 months of operation?
d. What is the average usage by customer type for each town served?
e. What is the basic service charge or customer charge for each town served?

SUPPLEMENTAL RESPONSE: DNG, being a new company, has not provided gas to any new
communities. Theproposedproject is itsfirst. DNG is a part ofthe GMSfamily ofcompanies which
includes Greater Minnesota Transmission, LLC (GMT) and Greater Minnesota Gas, Inc. (GMG). The
majority ofthe previously unserved small communities that have been entered via a GMS-relatedproject
have been served via GMTprojects. For those projects, GMT is the transporter and a different entity
provides distribution. As such, no GMS-related company has access to the distribution data requested.
With respect to the most recent GMG projects that are comparable to the proposedproject, DNG is able
to provide the requested informationforfour communities:

Elensburg, MN
a. Total Population: 225
b. Year I Customers (2016): 44 services
c. Year 2 Customers: 3 services

d. Average Residential Use: 520 therms (last twelve months)
Average Commercial Use: 2,644 therms (last twelve months)

e. Basic Charge (Facility Fee):
Residential - $8.50 per month
Small Commercial - $10.00 or $40.00 per month, depending on use
Large Commercial - $100.00 or $200.00 per month, depending on use
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Grey Eagle, MN
a. Total Population: 334
b. Year 1 Customers (2015): 89 services
c. Year 2 Customers: 10 services

d. Average Residential Use: 671 therms (last twelve months)
Average Commercial Use: 1,763 therms (last twelve months)

e. Basic Charge (Facility Fee):
Residential - $8.50 per month
Small Commercial - $10.00 or $40.00per month, depending on use
Large Commercial - $100.00 or $200.00 per month, depending on use

Swanville, MN
a. Total Population: 337
b. Year 1 Customers (2013): 56 services
c. Year 2 Customers: 85 services

d. Average Residential Use: 738 therms (last twelve months)
Average Small Commercial Use: 1,240 therms (last twelve months)
Average Large Commercial Use: 18,765 therms (last twelve months)

e. Basic Charge (Facility Fee):
Residential - $8.50 per month
Small Commercial - $10.00 or $40.00 per month, depending on use
Large Commercial - $100.00 or $200.00 per month, depending on use

Upsala, MN
a. Total Population: 428
b. Year 1 Customers (2014): 55 services
c. Year 2 Customers: 32 services

d. Average Residential Use: 889 therms (last twelve months)
Average Small Commercial Use: 1,177 therms (last twelve months)
Average Large Commercial Use: 31,859 therms (last twelve months)

e. Basic Charge (Facility Fee):
Residential - $8.50 per month
Small Commercial - $10.00 or $40.00 per month, depending on use
Large Commercial - $100.00 or $200.00 per month, depending on use
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11/14/2018 North Dakota Weekly Heating Oil and Propane Prices (October - March)

PETROLEUM & OTHER LIQUIDS

OVERVIEW ; data ANALYSIS & PROJECTIONS

Weekly Heating Oil and Propane Prices (October - March)
(Dollars per Gallon Excluding Taxes)

Area: North Dakola Period: Weekly

^ Download SenesHistorv Ommrn.
Show Data By:

Data Series O Area
Graph

Clear
View

History

Wholesale Heating Oil 2,506 2,554 2.457 2.449 2.423 2.307 2011-2018

Residential Propane 1.257 1.353 1 385 1.437 1.450 1.447 1990-2018

Wholesale Propane 0.865 0.804 0.843 0.882 0.811 0.707 2013-2018

Click on (he source key icon to learn how to download series into Excel, or to embed a chart or map on your website.

- = No Data Reported: - = Not Applicable; NA = Not Available; W = Withheld to avoid disclosure of individual company data.

Notes: Weekly heating oil and propane prices are only collected during the heating season which extends from October through March. Due to updated
weightingmethodology, national and regionalresidential heating oiland propane prices fromOctober 2009 lo March 2013 have tieen revised since they were
firstpublished. See Excel spreadsheet (or changes to pubUsheddata. Valuesshown for tlie previous week may be revised to account for late submissions and
corrections. See Derinitions. Sources, and Notes link above for more information on this table.

Release Date: 11/7/2018
Next Release Date: 11/

https://www.eia.gov/clnav/pet/pet_pri_wfr_dcus_SND_w.htm 1/1
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Dakota Natural Gas, LLC

Impact of Facility Fee Alternatives

Illustration ofImpact on Residential Customer
General Firm Service Rate - RS1

Monthly
Facility

Fee

Resulting

Distribution

Rate

per CCF

Example Based on
Annual Usage of 1,000 CCFs

Example Based on
Annual Usage of 750 CCFs

Annual

Facility

Fee

Annual

Distribution

Charge

Total

Annual

Costs

Annual

Facility

Fee

Annual

Distribution

Charge

Total

Annual

Costs

DNG Proposed Option $ 8.50 $ 0.460 $ 102.00 $ 460.00 $ 562.00 $ 102.00 $ 345.00 $ 447.00

Option Similar to Other ND Providers $ 20.00 $ 0.322 $ 240.00 $ 322.00 $ 562.00 $ 240.00 $ 241.50 $ 481.50

Straight Fixed Variable Rate $ 46.83 $ $ 562.00 $ $ 562.00 $ 562.00 $ $ 562.00

Illustration ofImpact on Small Commercial Customer
General Firm Service Rate - RS 1

Example Based on Example Based on
Resulting Annual Usage of 4,500 CCFs Annual Usage of 3,375 CCFs

Monthly Distribution Annual Annual Total Annual Annual Total

Facility Rate Facility Distribution Annual Facility Distribution Annual

Fee per CCF Fee Charge Costs Fee Charge Costs

DNG Proposed Option $ 10.00 $ 0.410 $ 120.00 $ 1,845.00 $ 1,965.00 $ 120.00 $ 1,383.75 $ 1,503.75

Altemative 1 $ 20.00 $ 0.383 $ 240.00 $ 1,725.00 $ 1,965.00 $ 240.00 $ 1,293.75 $ 1,533.75

Alternative 2 $ 46.83 $ 0.312 $ 561.96 $ 1,403.04 $ 1,965.00 $ 561.96 $ 1,052.28 $ 1,614.24

Straight Fixed Variable Rate $ 163.75 $ $ 1,965.00 $ $ 1,965.00 $ 1,965.00 $ $ 1,965.00

Illustration ofImpact ofSingle Small Firm Service Rate
Single Small Firm Service Rate (assumes Residential and Small Commercial rates are set at the same level)

Monthly Facility Fee - $20.00
Distribution Rate per CCF - $0.353



Montana-Dakota Utilities Co.
A Division of MDU Resources Group, Inc,
400 N 4th Street

Bismarck, ND 58501

RATE SUMMARY SHEET

State of North Dakota

Gas Rate Schedule

NDPSC Volume 7

XXX Revised Sheet No. 3

Canceling XXX Revised Sheet No. 3

' Distribution

Page 1 of 2

Sheet

No.

Basic Service Delivery
Charge

COG

Items

Total

Rate/ DkRate Schedule

Residential Rate 60 4 $0.6860 per day $0,000 $3,472 $3,472

Air Force Rate 64

Minot Air Force Base

PAR Site

Firm Service

Interruptible Service - PAR
Interruptible Service - MAFB

7

$2,000.00 per month
$175.00 per month

$0,329

$0,177

^ $0,177

$3,472

$2,628

$2,605

$3,801

$2,805

$2,782

Firm General Service Rate 70

Meters rated < 500 cubic feet

Meters rated > 500 cubic feet

13 /iv
$0.70 perday ^ -
$2.05 per day ^

$4*
• $0,811 $3,472 $4,283

Small Interruptible Gas Rate 71 14 $190.00 per month

(Maximum)

$1,063 $2,628

(Maximum)

$3,691

Optional Seasonal Gas

Service Rate 72

Meters rated < 500 cubic feet

Meters rated > 500 cubic feet

15

$0.70 per day
$2.05 per day $0,811 $3,567 $4,378

Contracted Demand

Service Rate 74

Meters rated < 500 cubic feet

Meters rated > 500 cubic feet

16

$0.70 per day

$2.05 per day

(Demand
Charge)

$6,510

(Capacity Charge) $0,000
(COG/Dk) $0,000

Transportation Service
Small Interruptible Rate 81

Maximum

Minimum

Large Interruptible Rate 82

Maximum

Minimum

24

$190.00 per month

$1,500.00 per month

$0,668

$0,102

$0,231

$0,061

Large Interruptible Gas Rate 85 27 $1,500.00 per month

(Maximum)

$0,718 $2,628

(Maximum)

$3,346

Residential Propane Rate 90 32 $0.6860 per day $0,000 $6,093 $6,093

Firm General Propane Rate 92

Meters rated < 500 cubic feet

Meters rated > 500 cubic feet

34

$0.70 per day

$2.05 per day $0,811 $6,093 $6,904

Date Filed: October 5, 2018

Issued By: Tamie A. Aberle
Director - Reaulatorv Affairs

Effective Date:

Case No.: PU-17-295
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ffective
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ountofelectricityyou

use
is

m
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att-hours
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electric

m
eter

and
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n
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yourbill
each

m
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hecharges
relating
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electric

service
are
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below

and
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your
bill

under
Electric

C
harges:

B
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E
nergy
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e
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e
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e
A
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m
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E
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(kW
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m
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and
transm
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totalenergy
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each
m

onth.

Fuelcost
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costoffuel
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purchased
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actual
costsvary

by
m

onth
and

are
directly

passed
through
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Types of service Description Rate

Commercial and industrial service Available to anyfirm commercial or industrial

customer with peakdaily demand requirements

of less than 500 therms.

Monthly basic service charge

!6q.oo t

Distribution charge

$0.1080 per therm

Cost of Gas (COG) charge per therm

(changes monthly depending on market forces)

Interruptible service Available to anycommercial or industrial

customer with maximum hourly use requirements

over10therms and who agrees to curtailment

conditions. Your bill will showmonthly prices

for Small (gas use less than 2,000 therms

per day) or Large (gas use of 2,000 therms

or more per day) Interruptible Service.

Monthly basic service charge

pmall: $75.00
large: $275.0o|P
Distribution charge

Small: $0.0880 per therm

Large: $0.0512 per therm

Cost of Gas (COG) charge per therm

(changes monthly depending on market forces)

Interruptible transportation service Available to any commercial or industrial

customer who has made arrangements with j
an entity otherthan Xcel Energy to supply

theirnatural gas using the Xcel Energy delivery

system. Customers choosing this option are

subject to curtailment.

Monthly basic service charge

ISOO.M^I

Distribution charge

Negotiable price between $0.0060 and

$0.0512 per therm. This service involves

special terms and conditions. Contact

Xcel Energy for moredetails.

City fees

Xcel Energy collects fees oradditional charges as a requirement of

our franchise orother agreement with the following cities: Casselton,

Fargo and Grand Forks.

Sales tax

The charges for energy useandcity fees are subject to a 2 percent

state sales tax andcity sales taxes inBuffalo, Casselton, Fargo and

West Fargo. Customers whoare exempt from state sales tax are also

exemptfrom cityand county sales tax.

Service processing charge

Xcel Energy will charge $15for the establishment of natural gas

service. Ifa customer requests a disconnection of service and then

reestablishes serviceat the same location within a 12-month period,

additional fees will apply.

Service reconnection charge
Xcel Energy will charge$50for reconnecting service that has been

disconnected for non-payment.


