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2003 HOUSE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. HB 1363 

House Govemme.nt and Veterans Affairs Committee 

□ Conference Committefl 

Hearins Date 1-30-03 

Ta e Number Side A Side B Meter # -----------------------1 1 x 16.4-end 
1 X 0-10,9 1-----;;...._-·--r----------11----------l---

Minutes: Chainnan Klein: called the meeting to order. All committee members were present. 

Dennis Boyd, MDU Resource Groyp: appeared in support ofHB 1363. (SEE ATTACHED 

TESTIMONY), 

Kathy. Excel Eneryv~ appeared in favor of HB 1363. 

Bob Gravlin. President. Utility Share Holders of North Dakota : appeared in support of HB 1363 

we agree with Mr. Boyd's testimony and urge a Do Pass. 

Illona Jeffgoat-Sacco, Director. Public Utilities Division, PSC: appeared in opposition ofHB 

1363. (SEE ATTACHED TESTIMONY), 

J«mresentative Klein:? How many FTE Is do you have at the present time. 

Illo.ua Jeffcoat-Sac£Q: In public utilities we have 4 and one haif, there are 3 and one half 

professional levels, 

Rru,resentative K.lemini Has there ever been any notification in advance that they are going to do 

, a rate filing, 
,._,) 

·•·~· 
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Page2 
House Government and Veterans Affairs Committee 
Bill/Resolution Nwnber HB 1363 
Hearing Date } .. JQ-03 

Illona Jeffcoat-Sacco: Yes, in fact. 

Representative Kasper: Do you have a idea how much time it would save you compared to once 

you go through your process. 

Dlona Jeffcoat-Sacco: Not as much time as you are hoping. 

Re_presentatiye Kas,per; How many times does the PSC not hire when recommended. 

Illona Jeffcoat-Sacco: PSC usually does hire what the staff recommends. And yes, it could 

happen at that first recommendation. 

Tony Clark, PSC: appeared in opposition on HB 1363.All we are are talking about today is rate 

increases. 

Rqpresentative Grande: How often is a rate increase denied? 

Tony Clark: Typically the entire increase is not granted. 

Susan Wefald, Commissioner: speaking from my own point of view, staff has many 

responsibilities besides these rate cases. In this next bienium are there some things you can do to 

address these concerns. I would really appreciate if you would consider that. 

Representative Sitte: would you be willing to compromise on the situation here And cutting it to 

six months? 

Susan Wefald: One month off certainly would be better than two months off. However I would 

again say that if you would allow the commission 

to address this on its own for the next bienium and then if you hear bad reports in two years 

you can then come back and take care of it that the commission could not do on its own. 

Chairman Klein; were you aware that this thing was going to be comin up? 

Susan Wefald: no we had no idea this was going to be coming up. 
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Page3 
House Government and v , 
BiJJ~esolution Number H:e;:~ Affairs Committee 
Heanng Date l -30-03 

Hearing closed. 
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docunent bef ng ff lrned. r-\A {\ ~ 
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2003 HOUSE ST ANDINO COMMITTEE MINUTES 

BILL/RESOLUTION NO, HB 1363 

House Government and Veterans Affairs Committee 

□ ConfeNnce Committee 

Hearing Date 1-30-03 

Ta e Number Side A 
2 X 

Committ~e Clerk Signature 

Minutes: 

Side B Meter# 

Chainnan Klein.;, called the hearing to order on HB 1363. All committee members present. 

Rm,resentative Klemin: Moved to AMEND on HB 1363. 

Representative Kasp~ S,ECOND the amendment. 

VOTE !~ YES D. NOD. ABSENT 

Rm,resentative Kasper: Moved to DQ PASS. as amended HB 1363. 

Re_presentative Meier: SECOND the motion. 

VOTE 13 YES ! NO !! ABSENT. 

Representative Klein: will carry the bill to the floor. 

Meeting adjourned. 
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House 

Roll Call Vote #: / 3 /; _:, 
2003 HOUSE :,TANDING COMMITTEE ROLL CALL VOTES 

BILL/RESOLUTION NO. 

GOVERNMENT AND VETERANS AFFAIRS 

D Check here for Conference Committee 

Legislative Council Amendment Number 

-1-o Q.m-en q 

Committee 

Action Taken 

Motion Made By ---.LR..>,,..1,,,oCe+2JI.L-----kiu.w;!emu...:.:·1'.:...l-o _ Seconded By ~(le~P...;.._• ___,!.....&K~as~,M:::...!...-_ 

Reoresentatives Yes No Representatives Yes No 
Chairman M.M. Klein X B. Amennan X 
Vice Chainnan B.B. Grande 'I. L, Potter X 
W.R. Devlin ,.. C. Williams k' 

C.B. Haas ~ L. Winrich x 
J. Kusper ~ 
L.R. Klemin ~ 
L. Meier ~ 
M. Sitte X 
W.W. Tieman ~ 
R.H. Wikenheiser " 

Total 

Absent 

(Yes) _)~+--- No --\:Dor-------

Floor Assignment 
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Roll Call Vote #: J 3"1. 3 

House 

2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. 

GOVERNMENT AND VETERANS AFFAIRS 

D Check here for Conference Committee 

Legislative Council Amendment Number 

O.P. Q s arnende d 

Committee 

Action Taken 

Motion Made By __,Qi..y,,ep~. __,_~-\,WQ~Sf'&-p.-;..:er-_ Seconded By f<ep. /Vleiel 

Representatives 
Chainnan M.M. Klein 
Vice Chainnan B.B. Grande 
W.R. Devlin 
C.B. Haas 
J. Kasper 
L.R. K.lemin 
L. Meier 
M. Sitte 
W.W. Tieman 
R.H. Wikenheiser 

Total 

Absent 

(Yes) 13 

Yes No 
k 

x 
) 
X. 
t 
x 
~ 
~ 
~ 
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No 

Floor Assignment Rep. Klein 
If the vote is on an amendment, briefly indicate intent: 

Representatives Yes No ·-B. Amerman 
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C. Williams A 
L. Winrich ~ 
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REPORT OF STANDING COMMITTEE (410) 
February 3, 2003 9:38 a.m. Modufe No: HR-20-1499 

Carrier: M. Kleln 
Insert LC: 38302.0101 Tltle: .0200 

,~ REPORT OF STANDING COMMITTEE 
tfB 1383: Government and Veterans Affairs Committee (Rep. M. Klefn, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (13 YEAS, 1 NAY, 0 ABSENT ANO NOT VOTING). HB 1363 was placed on 
the Slxih order on the calendar, 

Page 1, fine 9, after "motion" Insert 11
, In who.1§..w:Jn.r.wi 11 

Pago 1, line 1 o, remove the overstrike over w seveA11 and rAmove 11 ~ 11 

Renumber accordingly 

(2) DESK, (3) COMM Page No, 1 
HR-20·1400 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. HD 1363 

Senate Government and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date 03/14/03 

Tape Number Side A 
X 

Committee Clerk Si 

Minutes: 

Side B 
0-4800 

----'\ Senator Karen Krebsbach, Chairman opens HB 1363. All senators present. 

Meter# 

Representative Bette Grande, sponsor of bill, goes over the bill. The amendment put on in the 

house was on Line 11, the seven was originally a five. She would like to see this put back in 

original fonn. 

Dennis Boyd, MDU Resources Group (testimony and amendment attached) 

Senator Nelson : Why is MDU not performance based? 

Boyd: That is a management decision that has been made. 

Senator Nelson : It seems that XCEL fluctuates all the time is that possible? 

Boyd: There is a purchase gas change with that. 

Senator Nelson : In amendments, it reads part of the rate increase, are you saying there will 

never b,. an increase? 

' ... ·-.I 

f d d t lvered to Modern Information systems for mlerofl lmlng and 
Thr. ml orographic fmages on this fl lm are accurate ~epphr~t1~1~ p~~~~~/ rne!ta atandarde of the Amerf can National stendnrde lnstttu~e 
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Page2 
Senate Government and Veterans Affairs Committee 
Bill/Resolution Number HB 1363 
Hearing Date 03/~03 

Boyd: We just had a decrease we had to change by the Public Service Commission and we had 

never had a change in 17 years. 

Senator Krebsbach : The seven months and 30 days when was that implemented. 

Boyd: Believe sometime in the mid to late 80's. 

Senator Krebsbach: If for some unforeseen problem can the commission get an extension? 

Boyd: I don't' believe so, but I am not sure. 

Rkhard Eiken, MDU Resources: If utilities file a rate decrease the commission is fine with 

that. As to the time frame the commission has total jurisdiction. They can order a refund if they 

make a decision after the deadline. 

Kathy Aas, XCEL Energy, we are in support of Dennis Boyd's testimony 

Neutral 

Illona Jeffcoat .. Sacco, Director\l Public Utilities Division, Public Service Commission 

(attached is 2 sets of testimony, one for the engrossed bill as is and a supplemental set against the 

amendments from Mr. Boyd) 

Senator Wardner : How is the fund replenished? 

Sacco: We bill the companies involved. 

Senator Krebsbach: What is the tum around time? 

Sacco: Not to long. 

Senator Wardner: What are some things you consider when granting and not granting rate 

increase? 

Thr. mforographfo fmages on thf o ff lm are accurate roproductf ons of records del I vered to Modern Information systems for mtcrof t lmfng and 
Wtrt fflmed In the regular course of busfheae. Th9 photogra~fo process meets standards of the Amerfcan Natfonel standards lnstftute 
(ANSI) for archival microfilm, NOTICE: If the filmed Image ab;ove Is lees legible then thfe Notice ft ts due to the quality of the 
doct.rnent being ff lmed,
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Page 3 
Senate Government and Veterans Affairs Committee 
Bill/Resolution Number HB 1363 
Hearing Date 03/1-3'/03 

("' Sacco: Most obvious, if new power plant is coming online then the cost has to be put on rate 

payers and we take a look at that. The other is depreciation. 

Senator Wardner : How about during the studying it they take the increase and have to pay back 

the refund does it matter? 

Sacco: I believe the rate increase money would have to go into an escrow account and when 

decided it would either be paid back or the company would get that. 

Opposition 

Susan Wefald, Public ServJce CommJssioner, speaking on behalf of herself. 

The commission feels they have been very good about the time of review. We always make a big 

c,ffort to finish those studies ! have tried to be fair during rate cases but now we are being told 

we are not doing this fast enough. We are just trying to be a good commission. 

Closed HB 1363 
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2003 SENATE STANDING COMMIITEE MINUTES 

BILI.JRESOLUTION NO. HB 1363 

Senate Government and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date 03/27 /03 

-
TaoeNumber Side A SideB Meter# 

Tape 1 X 775-2400 

1 Committee Clerk Sismature 

Minutes: 

Senator Karen Krebsbach, Chainnan opens HB 1363. All senators present. 

Senator Wardner hands out amendments and goes through them. Senator Wardner moves for an 

adoption of 38302.0204 

Senator Brown 2nd 

Committee discussion 

Senator NeJson asks Commissioner Susan Wefald from the Public Service Commission if Xcel 

and Ottertail are on a different system than MDU is? 

Commissioner Wef aJd : Explains that they are on different types of £iystems depending on 

whether they are on natural gas, electric etc. 

Senator Krebsbach: ¥/hen it is rate increase request are you able to bill that back? 

Wefald: The general fund is reimbursed by the company but not the PCS fund. 

Senator Wardner: Could the commission suspend the filing right away? 

Thr. mlcrograph1o lmagH on thfa film are accurate reproductions of records del fvored to Modern rnfot•matlon Systems for mlcrt.,fllmfng and 
were filmed In the regular course of buafneas. Th, photographfo process meets standards of the American National Standard1, Institute 
(ANSl) for archival mfcrofflm, NOTICE: lf the fflmed fmage ab:ovo Is leas legible than this Notice, ft Is due to the quality of the 
doclfllf!nt be1ng filmed, 
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S~mate Gov~rnment and Veterans Affairs Committee 
B111/Resolution Number HB 1363 
Hearing Date 03/27/03 

Wefald: I suppose we could call a special meeHng. 

Vote, on nmendment 5 Yes l No 

Senator v,., ardner moves for a Do Pass as amended 

Senator De1ver 2nd 

S Yes I No 

Carrier: Senator Wardner 

' .. ' ,. 

Thr. mfcrographtc trnagea on thla film ere accurate reproductfona of records dflfvertd to Modern Information syattm11 for mlcro,tlmlno and 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILLJRESOLUTION NO. HB 1363 

Senate Government and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date 04/01 /03 

Side A 
X 

Committee Clerk Si 

Minutes: 

SideB 
0-1S2S 

Senator Karen Krebsbach, Chairman reopens Hb 13 63. All senators present. 

Senator W a:tdner moves for a reconsideration of the amendment .0204 

Senator Dever seconds 

All in favor by voice vote 

Senator Wardner moves for a reconsideration of Do Pass as amended 

Senator Brown 2nd 

All in favor by voice vote. 

Meter# 

Dennis Boyd, MDU Resources, explains all parties have come to an agreeance and they will be 

handing out an amendment they have come to terms with. 

Illona Jeffco2t Saccot Public Service Commission hands outhte amendment and explains. 

The commission does not talce a position on this amendment, but they ar~ more workable than 

before. 

-~'~., .......... ~~__.,,, • .i._- •• ~ __ :. ~--· _, •••• - -·--.. -----···•·· .. ~ .. , ••.•••••• ---· ---- '' -- -· --~--- - ~ .......... ---•-·····•· - • • ..... _,..,,._, __ ....... _,..,_ .. !. 

,-, f rde del t td to Modern 1nfort111tfon ~t• for •fcrof HMt._ tind 
TM mtcror,rephf c hneget on thta f I lm ere accurate reproduotfona O reco Ytr enderdl of tht Anltrfoan Nettonel $terdarde lnetftut• 
were fHl!lld In the res,ul1r course of butfnetlf ~•h Tfht,~tt:"~t~:,::o:::•l

9
e:"lt:or~le than thl• Notfce, ft f• due to tht qualttv of the 

(ANSI) for •t•chtvel 11'11Crof f lm. NOTICE a • t ., 

docll!ltnt being filmed. ~~~~ ,6 \ ~ lo 3 Ua "' \b(l~ Date Operator•a sfgnature 

I 

.I: 
i 

J 



l. 

r 

i 
i 

I 

•, I 

Pag02 
Senate Government and Veterans Affairs Committee 
Bill/Resolution Number HB 1363 
Hearing DAtf;'I 04/01 /03 

Senator Krebsbach: On rate increase, it is not limited to 50%? 

Sacco: Yes, limitations come in on a, b, and c 

Senator Wardner moves to adopt new amendments 

Senator Brown 2nd 

6 Yes 0No 

Senator Brown moves for a Do pass as amended 

Senator Dever 2nd 

6Yes0No 

Carrier: Senator Wardner 

Thf. 11tcro,r9f?hfo fNGff on tht• f flm are accurat• reprouttona of records deltv.red to Modern lnfol'Ntfon tvttt• for 111tol'.WllMhll W 
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(ANSI) for archfval mtorofflm. Norrce, If tht fllMd fMgt •~vets leas legible than thfs Notfce, ft fa dut to the ~lfty of tht 
doc1.111ent bef ng ft lrned, 
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38302.0203 
Title. 

Prepared by the Leglslatlve Council staff for 
Senator Wardner 

March 19, 2003 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1363 

Page 1, llne 9, replace ", In whole or la" with "a", replace the second underscored comma with 
"Q.f", and after 11rate" Insert "Increase" 

Page 1, line 11, overstrike "seven" and Insert Immediately thereafter "five" 

Page 1, llne 22, after the period Insert "If the qommlsslon, In Its final order. finds that the lnterfm 
rate In effect Is excessive, the commission may order a refund of the amount found to 
be excessive. The public utility shall promptly refund to persons entitled to a refund all 
lntm amounts collected by thfi.Qubllo utility In excess of the final rate approved by the 
commission, plus reasonable Interest at a rate determined by the commls§lon." 

Renumber accordingly 

Page No. 1 38302,0203 

. . aperator's s1inature 
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38302.0204 
7'1tle.0300 

Prepared by the Leglslatlve Council staff for 
Senator Wardner 

March 26, 2003 

Senate Amendments to Engrossed HB 1363 • Gov0mment and Veterans A11alra 
Committee 03/27/2003 • 

Page 1, line 9, rerriove ".Jn.whole or In part," and overstrike "the rate," and Insert Immediately 
thereafter up to fifty percent of th§. rate increase and the 11 

Page 1, line 11, overstrike •seven• and Insert lmmedlately thereafter • iJx" 

Page 1, line 22, after the period Insert "Jlthe commission, In Its final order, finds that the lntenm 
rate In etteci Is unreasonable, the commission may order a refund of the amount found 
to be unreasonable. The oubUc utlllLY shall promptly refund to persons entitled to il 
refund all Interim amounts coHect:d bv m~g~bua u~ltytn exa~s~i~ final rme approved bv the commlsskm, plu~_ reas_n __ LJn er_sjat a r_L ____ Jned by the 
commission." 

Renumber accordingly 

1 of 1 38302.0204 
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C Date: ..J/:)1 /o 3 
Roll Call Vote#. / 

2003 SENATE ST ANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. / 3/, '? 

Senate Government and Veteran Affairs 

D Check here for Conference Committee 

Legislative Coundl Amendment Number 

Action Taken 

Motion Made By 

~ 3F3o[;. o~o'-1 
Wudrur Seconded By Wv-1 n 

Senaton Y'"'s/ No Senators 
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Date: 3/0?/0.3 
Roll Call Vote #: ~ 

2003 SENATE ST ANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. /3&!3> 

Senate Government and Veteran Affairs 

D Check here for Conference Committee 

Legislative CounciJ Amendment Number 

Action Taken /2tJP~ a.A ~ 

Committee 

Motion Made By __ t<j...c,_'a..r....;__;;,_c:Lru-r ____ Seconded By -~------

Senators Yes No Senators Yes No 
Senator Karen Krebsbach, Chr. ✓ Senator April Fairfield ✓ , 

Senator Dick Dever, Vice Chr. ✓ Senator Carolyn Nelson ✓ 
Senator Richard Brown ✓, 
Senator Rich Wardner v' 

I Total 
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(Yes) 0 No ----------- ---------------
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REPORT OF STANDING COMMITTEE (410) 
March 31, 2003 8:32 a.m. 

Module No: SR-57-6133 
Carrier: Wardner 

Insert LC: 38302.0204 Title: .0300 

REPORT OF STANDING COMMITTEE 
HB 1363, aa engrossed: Government and Veterans Affairs CommlttN (Sen. Krebsbach, 

Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended, 
recommends DO PASS (5 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING). Engrossed 
HB 1363 was placed on the Sl:dh order on the calendar. 

Page 1, line 9, remove N, In whole or In part, N and overstrike Nthe rate,• and Insert Immediately 
thereafter Nup to fifty percent of the rate Increase and the• 

Page 1, line 11, overstrike "seven" and Insert Immediately thereafter 11 .sl.t 

Page 1, llne 22, after tne period Insert • If the commission, In Its final order, finds that the 
Interim rate In effect Is unreasonable. the commission may order a refund of the 
amount found to bQ unreasonable. The oubllc utlllty shall promptly refund to persons 
entitled to a refund all Interim amounts collected by the public utility lo excess of the 
final rate approved by the commission, plus reasonable Interest at a rate determined by 
the commission." 

Renumber accordingly 
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Legislative Council Amendment Number 

Committee 
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Motion Made By k}MdJur Seconded By _,_L)l.Qv-=:;.;;:~------

Senators Yes No Senators Yes No 
Senator Karen Krebsbach, Chr. v' Senator Aoril Fairfield ......... 
Senator Dick Dever, Vice Chr. v Senator CarolVII Nelson I.,,"' 

Senator ruchard Brown L,, 
Senator Rich Wardner V 
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Date: 'I-/ I /o 3 
Roll Ct~l Vote#: 1_. 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. /?JI. '! 

Senate Government and Veteran Affairs 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken (lCJJO,r,d.J,f'Afl~ o:!_ ~:t OaO"f-

Motion Made By Wfu:dru,y Seconded By "&r"tn,vl\.., 

Senators Yes No Senators 

Committee 

Yes No 
Senator Karen Krebsbach, Chr. v Senator April Fairfield -,/ -

Senator Dick Dever. Vice Chr. v Senator Carolyn Nelson 
Senator Richard Brown v 
Senator Rich Wardner 

Total 
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Prepared by Public Service Commission 

PROPOSED AMENDMENT TO ENGROSSED HOUSE BILL NO. 1363 

Page 1, line 6, after "rates." Insert 11 1." 

Page 1, line 9, after 0 motlon" remove 11

1 In whole or In part," 

Page 1, line 11, overstrike 11seven" and insert Immediately thereafter 11slx" 

Page 1, after line 22, Insert 

112. Notwithstanding that the commission may suspend a filing and order a 
hearing, a public utility may file for interim rate relief as part of its general 
rate Increase application and filing. If Interim rates are requested, the 
commission shall order that the Interim rate schedule take effect no later 
than sixty days after the Initial filing date and without a public hearing. The 
Interim rate schedule shall be calculated using the proposed tost year cost 
of capital, rate base, and expenses, except that It shall Include 

3. 

4. 

(a) a rate of return on common equity for the public utility equal to that 
authorized by the commission In the public utility's most recent rate 
proceeding: 

{b) rate base or expense Items the same in nature and kind as those 
allowed by a currently effective commission order In the public 
utility's most recent rate proceeding: and 

(c) no change in existing rate design. 

In ordering an Interim rate schedule, the commission may require a bond 
to secure any projected refund required by subsection 4. The terms of the 
bond, Including the amount and surety, are subject to the commission's 
approva1 

As ordered by the commission, the utility shall promptly refund to persons 
~ntltled thereto all Interim rate amounts collected by It In excess of the final 
rates approved by the commission plus reasonable Interest at a rate to be 
9etermlned by the commission." 

Renumber accordingly 
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38302.0206 
Tltle.0400 

April 11 2003 

Prepared by the Legislative Council staff forqq;;.
Senator Wardner 

'4 ,,,IJ3 
PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1363 ,,, 

Page 1, line 6, after the second boldfaced period Insert: 

"L" 

Page 1, llne 9, remove ".Jn_whole or In part," 

Page 1, line 11, overstrike "seven" and Insert Immediately thereafter "six" 

Page 1, after line 22, Insert: 

112. Notwithstanding that the commission may suspend a filing and order a 
hearing, a public utlllty may file for Interim rate relief as part of Its general 
rate Increase ap[llcatlon and filing. If Interim rates are reguested, the 
commission sha I order that the Interim rate schedule take effect no later 
than sixty days after the lnltlal filing date and without a public hearing. The 
Interim rate schedule must be calculated using the proposed test year cost 
of capital, rate base, and expenses, except that the schedule mµst Include: 

a. A rate of return on common equity for the public utility equal to ttiru 
authorized L,y the commission In the public utility's most recent rate 
proceeding: 

b. Rate base or expense Items the same In natureJ!!JQ.klnd as those 
allowed by a currently effective commission order In the public utlllty's 
most recent rate proceeding: and 

~ No chsmge In existing rate design. 

3, In ordering an interim rate schedule, the commission may require a bond to 
secure an ro ected refund re ulred b subsection 4. The terms of the 
bond, lnclu Ing the amount and surety, are subject to the commission's 
approval. 

4. As ordered by the commission, the utility shall promptly refund to persons 
entitled thereto all Interim rate amounts collected by the public utility In 
excess of the final rates approved by tb.e.. commission plus reasonable 
Interest at a rate to be determined by the commission." 

Renumber accordlngly 
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Committee 
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Senators Yes No Senaton Yes No 
Senator Karen Krebsbach, Chr, ✓ Senator April Fairfield ✓ 
Senator Dick Dever. Vice Chr. L/~ Senator Carolyn Nelson a/ 
Senator Richard Brown v 
Senator Rich Wardner v" 
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REPORT OF STANDING COMMITTEE (410) 
Aprll 2, 2003 11 :15 a.m. 

Module No: SR-59-6513 
Carrier: Wardner 

Insert LC: 38302.0206 Title: .0400 

REPORT OF STANDING COMMITTEE 
HB 1363, aa engrossed: Government and Veterans Affairs Committee (Sen. Krebsbach, 

Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended, 
recommends DO PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). 
Engrossed HB 1363 was placed on the Sixth order on the calendar. 

Page 1, line 6, after the second boldfaced period Insert: 

".:L." 

Page 1, line 9, remove ", In whole or In part." 

Page 1, line 11, overstrike 11seven11 and Insert Immediately thereafter ".5.11(11 

Page 1, after llne 22, Insert: 

Notwithstanding that the commission mav guspend a flUng and order a 
hearing, a public utmty may tile for Interim rate relief as part of Its general 
rate Increase application and filing. If Interim rates are requested, the 
commission shell order that the interim rate schedule take effect no later 
than sixty days after the Initial filing date and without a public hearing. The 
Interim rate schedule must be calculated using the proposed test year cost 
IDSJ)ltal, rate base, and expenses, except that thQ schedule must Include: 

~ A rate of return on common egulty tor the public utility equal to that 
,Authorized by the commission In the pubJ!Q utUfty's most recent rate 
proceeding: 

b. Rate base or expense !terns the same In nature and kind as those 
allowed by a currently effective commission order In the publlo utility's 
most recent rate proceeding: and 

~ No change In existing rate design. 

In ordering an interim rate schedule, the commission may require a bond 
to secure any prgJected refund required by subsection 4. The terms ot the 
bond, including the amount and surety, are sublect to the commission'§ 
approval. 

As ordered by the commission. the utility shall promptly refund to persorui 
entitled thereto au Interim rate amounts collected by the public utlllty lri 
excess of the final rates approved by the commission plus reasonabl@ 
Interest at a rate to be determined by the commission. 11 

Renumber accordingly 
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TESTIMONY OF DENNIS BOYD 
HB 1363 

January 30, 2003 

Mr. Chairman and members of the Committee, for the record my name Is 

Dennis Boyd appearing this morning on behalf of MDU Resources Group 

and our utlllty division, Montana-Dakota Utllltles Co. In support of HB1363. 

This leglslatlon has been Introduced at our request to address what Is 

referred to In the utfllty world as "regulatory lag". Regulatory lag, simply 

stated, Is the time between when a utlllty company Incurs costs and the 

time the Public Servfce Commission Issues a ffnal order In a rate case which 

allows those costs to be Included In rates. 

/---....,__ 
:urrently, whe~1 a utlllty company files a rate case, It must give 30 days 

/ 

notice during which time the Publlc Service Commission can suspend the 

requested rate\ a·nd Issue publlc notice. The Commission then has an 

addltlonal 7 mc,nt\hs In which to conduct hearings, review the request, and 

Issue a flnal rate order, or In other words, fhe Commission has a total of 8 

months before they l~sue their decision from the time of the lnltfal filing. 

During this time period the company continues to Incur costs not Included 

In the rates and regulrlfory lag occurs. 

HB1363 seeks to change the maximum suspension period for any rate 

change flied with the Commission from seven months to five months. 

Coupled with the lnltfal 30 day notice requirement, the maximum time 

l,,.J, 
~ .... ........_ _____ ~·• .. ···- ., __ ............. _,,.,,...,, .••. ~.:l.t..u. 

d del I ed t Modern lnformatton systems for inf crof I lmlna and J 
Thi: infcroaraphfc t1111gea on this ftlm ara accurate reproductions of l'ecor A v:~anda~ds of the Amerfcan Natf onal Standard& Institute . 
were ftlMtd fn the reouler course of butlnefHt•h Tfht'1~r1:-g•f1al:c::°f:slae:e1t:gtble than thfa Not foe, ft ts due to the quality of the , , 
(ANSI) for archival mi crof I lm, NOTICE1 I a 
docunent being fl lmed, r\At\~Q~ \h>1 'o lo 3 J:':>vi\ bl>, ½(l~~s ,-~ - - · ¼ oate 

Operator's signature 
. . 

I 

J 



r 
' 

L 

------~erlod for deciding a rate case filing would go from the current eight 

months to a total of six months. 

There are two reasons we are requesting this change. I have already 

mentioned regulatory lag. It Is critical that the rates for a public utlllty 

match the costs Incurred In providing the service or commodity, and It Is 

Important that our rates be as current to our costs as poss Ible. The 

preparation of a rate case by a utlllty company takes several months, and 

by the time we even begin this process, we are already behind In 

recovering our costs. In addition to the time It takes to prepare our rate 

case, the time the Commission takes to determine the final order In a rate 

case only lengthens and exacerbates the timely recovery of our costs. 
__ ,,...,-) 

....... 
The second reason we are seeking this change Is because with the 

Increased use of computers, Interactive video, and other technological 

advances, we believe Commission decisions can be made In a shorter 

time frame. The maximum time period for Commission review and 

decisions should reflect today's technology. 

The last time Section 49 .. os-06 was changed was In 1987. At that time the 

total maximum time period for decisions was a total of 12 months. I would 

note that South Dakota has a total of six months to decide a rate change 

flllng, and they have operated under this time frame since 1977, long 

before the Implementation of computer technology. The size of the Public 

-----✓• 
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·--utllltles Commission staff In South Dakota Is similar to the size of the staff of 

the North Dakota Publlc Service Commfsslon. 

I would also llke to mention there are other states which have a longer thne 

frame for deciding rate cases. For example Montana and Minnesota 

currently have nine and ten months respectively to decide rate cases. 

However, In both of those states there are provisions for Interim rate relief. 

Under the Interim provisions, the uffllty Is allowed to Implement the new 

rates within about 60 days of the lnltlal filing, subject to refund If the final 

order Is less than the request. North Dakota has no such I nterlm rate 

provisions. 

,:~rnally, Mr. Chairman and members of the Committee, I would lfke to 

remind you that the Public Service Commission has the abfllty to charge all 

costs Incurred by the Commission dlrectly to the utlllty requesting the rate 

Increase. In other words, If the Commission neecis to hire extra staff, expert 

witnesses, technlcal experts, etc. those costs are all bllled to the utlllty. 

We ask your favorable consideration of HB 1363 and a Do Pass committee 

recommendation. That concludes my testimony. I have several lndfvlduafs 

from our Regulatory Affairs Department with me, and we would be happy to 

answer your questions. 
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HB 1363 

_, Presented by: lllona Jeffcoat .. sacco 

Before: 

Date: 

Director, Publlc Utlllties Division 
Public Service Commission 

House Government and Veterans Affairs Committee 
Honorable Matthew M. Klein, Chairman 

30 January 2003 

TESTIMONY 

Mr. Chairman and members of the committee, I am lltona Jeffcoat

Sacco, director of the Public Service Commission's Public Utilities Division. 

The Public Utilities Division administers the Commission's jurisdiction over 

telephone, gas and electric public utilities in North Dakota. The 

commission asked me to appear here today to oppose HB 1363 

The Commission is greatly concerned with the shortened amount of time 

this bill allows the Commission to process rate cases. There are three 

general reasons why: 

1. The Commission faces procedural realities that make a shortened 

time frame unfeasible. 

2. A shortened time frame unfairly tips the balance of regulatory policy 

too far in favor of one side. 

3. A six-month window Is outsi~e the norm for regulatory commissions. 

This is especially true for a commission of the size of North Dakota's. 

un~easlble Time Frame: 

When a uWity company wishes to increase rates, it simply files new 

~ prices with the Commission. Unless the PSC suspends the new rates and 

1 
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~ asks for an Investigation, the prices are assumed by law to be just and 

-- reasonable, and take effect 30 days after fifing. Typlcafly, however, the 

PSC does suspend the Increase and the rate case time limits we are 

debating here today start running. Because these rate cases are highly 

technical proceedings Involving auditors, accountants, engineers and other 

expert witnesses, they consume a great deal of time. 

I should note, the Commissioners themselves are Impartial judges In 

these matters. One or two of the 3.5 Public Utilities Division professional 

staff members and the Commission's counsel are usually assigned as 
11advocacy staff." Others are assigned as "advisory staff." Advocacy staff 

Investigates the fifing and presents testimony, advisory staff helps the 

Commission analyze the record and write the order. Due to prohibitions 

against ex parle communications, Commissioners are barred from 

speaking with advocacy staff or the utility about the case while it Is open. 

The procedure truly does resemble a court proceedin" !n which staff and 

the utility company present their cases to Commission. The Commission's 

decision must be based on the record and fully expf af n how the 

Commission reached each conclusion. 

The record that is built for the commission's benefit Is substantial. 

Advocacy staff and the utilities prepare hundreds of pages of testimony and 

exhibits. 1 have brought the paperwork from just one recent case, MDU's 

recent gas rate Increase case, to give you an idea of Just how much 

preparation goes into these presentations. 

The procedures the Commission must follow eat up large chunks of 

the time window. Here is how the timeline worked for the recent MDU gas 

case under the current eight-month window: 

2 
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• 12 April 2002 - MDU flied Its gas rate Increase applfcatlon. 

• 24 April 2002 - Commission suspended the filing. 

• 8 May 2002 .. Commission Issued RFP for consulting services 

In response to staff request for technical assistance. 

• 29 and 30 May 2002 - responses to the RFP received. 

• 5 June 2002 - notice of hearing and public Input session 

issued. 

• 17 June 2002 - staff recommended consuttant. 

• 3 July 2002 - Commission moved to hire consultant. 

• 15 July 2002 - public Input sessions held via Interactive video 

in Bismarck, Davits Lake, Minot, Jamestown, Williston and 

Dickinson. 

• 7 and 8 October 2002 - technical hearing held. 

• 23 October 2002 - transcript of hearing filed. 

• 15 November 2002 - briefs and proposed orders filE=td. 

• 10 December 2002 - order Issued, two days under the 

deadline. 

You can see that there is afready very little time for Investigation, discovery, 

writing direct testimony, rebuttal of the other side's written testimony, 

wrftfng a round of testimony responding to each other's rebuttal, holding a 

formal hearing before the commission, analyzing the record and writing an 

order. Hopefully, you can also now see why 'chopping two months off the 

time we have to handle these proceedings is of great concern., 
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~. Unfairly Tips the Balance 

-- As a matter of fairness, this shortened tlmeframe is not in the public 

interest. When a utility company flies new, increased rates, and the 

Commission does not act within the statutory time, the new rates 

automatically go into effect. In other words, even If the delay In the case Is 

the utility company's fault, when the clock runs out the company gets to 

start charging the new rates, no matter how unjustified. There is no similar 

counterbalance In favor of ratepayers. 

In addition, the utility has as much time as It wants to file its rate 

increase application and its new rates. All the company's work developing 

the new rates and preparing supporting documentation is done before It 

flies, and before the clock starts running. When the company files, the 

filing Includes the company's testimony and supporting documentation. 

The Commission has to do all Its work after the filing, under the statutory 

deadline. 

The Proposed Time Frame is Outside the Norm 

~ttached is a survey completed this week of our regional and peer 

state commissions. It compares the time frames and utility staff resources 

available to each of these commissions. As you can see - six months is 

outside the norm. It would be especially burdensome considering that 

North Dakota has the smallest regulatory staff- by far- of any of the 

states. 

A six .. month goal might be more attainable for those states with larger 

staffs. That's because they have little or no need to contract for expert 

witnesses and testimony - they have individual accountants, economists, 

V engineers and attorneys at the ready on their staffs - so there is no need to 
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- .. \ write RFPs and jump through all of the procedural hurdles. Having greater 

-- flexibility with their resources likely saves these states 6 or 8 weeks that we 

are required to expend in North Dakota. States with larger staffs also likely 

have more ongoing oversight - so that when a rate case comes up - those 

experts need much less 11lead time" to get their cases prepared. 

Finally, please know that the Public Utility Division staff handles far 

more than just rate cases while this clock is running. In our state, the staff 

that handles rate cases, is the same staff that 

• handles transmission and pipeline line siting 

• analyzes utility cost of fuel and purchased gas adjustments 

• oversees telephone company access charges 

• resolves hundreds of direct consumer com pf alnts 

• processes telecommunications interconnection agreement 

filings 

• carries out state oversight of whof esale telecommunications 

markets 

• registers utHlty companies to provide service in North Dakota 

• analyzes regional electric transmission issues 

• monitors periormance of investor owned utilities 

• participates In federal utiflty proceedings, Including design of a 

new standard market for wholesale electric energy 

• processes er ectric territorial disputes 

Our one Special Assistant Attorney General is the staff advocacy 

attorney in rate cases and also has general legal responsibility over 

everything within the PSC jurisdiction from coal mine reclamation to grain 
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elevator Insolvencies. To say the staff Is stretched thfn fa an 

understatement. 

In the final analysts, the time f n which we mu1t complete rate 01111 fl 

already shorter than It Is In many state,, and shorter than It w11 when I flrat 

started working for the Commission. In 1987, the Commt11Jon had • total 

of 12 months to process a rate case, and we had e FTE1 In Public UUUtl•• 

and two attorneys, Today our re10urce1 are far 1111, We hope the 

legislature wlll not exacerbate this dHemma by pa11fng thl1 bllf, Wt urge 1 

no vote,, 

Thank you Mr, Chairman, r 'd be happy to an1w1r any quo1tlon1 you 
· may have. 
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State Public Utility Commissions 
Survey of Rate Case Time Limits and Commission Resources 

State Thne Limit # of public utiJity 
re,zulatory FTE 

AJaska 15 months 62FTE 
De]aware 7 months 29FTE 
Idaho 7 months S0FTE 
Iowa 10 months 67FTE 
Kansas 8 months 45 FTE 
Minnesota 10 months* 44FTE 
Montana 9 months ( after 9 months, 16FTE 

rates go into effect subject 
to refund) 

North Dakota 8 months S FTE ** 
South Dakota 6 months 9FTE 
Vermont 8.5 months 45FTE 
Wisconsin No Time Limit••* 150 FTE -
Wyoming 10 months 14FTE 

• Utility allowed a portion of requested increase as interim rates" 

•• 4 Full-Time PUD Employees 
CPA - Split between PUD and General Office (,5 FTE) 
Attorney - Responsible for all Commission functions including PUD (.5 FTE) 

"'"'* No statutory timeframe. Required biennial rate cases usually take 8-9 months 
to complete. 
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Testimony of Dennis Boyd 
MDU Resources Group, Inc. 
Engrossed I-louse Bill 1363 

Senate Government, Veterans Affairs Committee 
March 14, 2003 

Good Morning Madam Chair and members of the committee. 
For the record my name is Dennis Boyd, appearing this morning 
on behalf of MDU Resources Group and more specifically our 
utility division, Montana-Dakota UtilitieR. HB1363 was 
introduced at our request and deals with the time frame within 
which the Public Service Commission must issue its final order 
in rate increase proceedings. It was designed to address what 
is ref erred to in the utility world as "regulatory lag11

• 

Regulatory lag, simply stated, is the time between when a 
utility company incurs costs and the time the Public Service 
Commission issues a final order in a rate case which allows 
those costs to be recovered in the utilities' rates. 

As the bill was originally introduced, it changed the existing 
time frame for rate case decisions from a current total of 8 
months, reducing it to a total of 6 months from the date a rate 
case is filed with the Commission. During the testimony in the 
House, the subject of interim rates was mentioned. Interim 
rates are rates which are put into effect and are charged by the 
utility, subject to refund with interest, during the time period 
when the Commission is determining its final decision. 

Testimony from the Commission indicated the Commission was 
uncertain if they had the authority to issue an interim order. In 
the press of committee activity, the bill was amended by the 
House Government and Veterans Affairs committee in a manner 
which the co1nmittee thought addressed both MDU's concerns 
and those of the Public Service Commtssion, who objected to 
the bill. The House added the words "iu whole or in part", 
which I believe the committee thought addressed both the 
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concerns of MDU and the Commission. As sometimes happens 
in the legislative process, the House amendment unfortunately 
only addressed the concerns of the Public Service Commission 
and not those of l\1DU. By then, the con1mittee report had been 
signed and the bill was on the way to the House flooro Rather 
than have the bill returned from the House floor, I indicated I 
would attempt to further amend in the Senate. Both the 
committee chairman and vice chair, as indicated by comments a 
few minutes ago, support that effort. 

At this time, Madam Chair and members of the committee, I 
would like to off er the fallowing amendment, which further 
clarifies the Commission's authority to grant interim rate relief 
and changes the bill back to its original intent. The amendment 
I am offering deletes the comma after the word 11motion", and 
deletes the words "in whole or inn in line 9 of page 1 of the 
Engrossed House bill, and replaces those words with the word 
"a". Additionally in line 9 of page 1, my amendment deletes the 
comma after the word "part" and replaces the comma with the 
word "of" and adds the word "increase," after the word "rate". 
As amended, line 9 on page 1 would then read, "the 
commission, the commission may suspend by motion a part of 
the rate increase,". In addition the amendment deletes the 
word "seven" and replaces it with the word "five" in line 11 on 
page 1. 

If I may now. Madam Chair and members of the committee, I 
would like to back up and explain how the current process 
works and why we asked to have HB1363 introduced in the 
first place. 

Currently, when a utility company files a rate case, it files a 
new rate structure with the Public Service Commission. Those 
new rates are assumed to be reasonable and would go into 
effect 30 days after the filing, UNLESS the PSC suspends those 
rates and orders an investigation and hearing. I am unaware of 
a single instance during my career, now in its 26th year, when 
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the Commission has not suspended the rates and ordered an 
investigation and public hearings. Nor am I aware of a single 
instance where a Commission has granted interim rate relief. 
Typically, the Commission will wait 2-3 weeks after the filing 
and then suspend the rates. The Commission then has an 
additional 7 months in which to review the request, conduct 
hearings, and issue a final rate order. In other words the 
Commission has a total of 8 months - the initial 30 days plus 7 
months - from the date of filing before they must issue their 
final decision. During this time period a regulated company 
such as Montana-Dakota Utilities continues to incur costs not 
included in the rates, and regulatory lag occurs. 

The amendment we have offered to HB1363 also seeks to 
change the maximum suspension period (currently seven 
months) for any rate change filed with the Commission to a 
maximum of five months. Again, coupled with the initial 30 day 
notice period, the maximum time periorl for deciding a rate case 
filing would go from the current 8 months to a total of 6 
months. The amendment also clarifies that the Commission 
may suspend the requested rates. 

There are two reasons we are requesting this change. I have 
already mentioned regulatory lag. Any unregulated business 
will quickly raise its prices when it incurs increased costs. A 
grocer will raise the price of a loaf of bread if his wholesale 
costs increase. A gas station will raise the price of gasoline if 
his wholesale costs increase. I think I've seen that happen 
three or four times in the last week or ten days. So will any 
other business. In most instances any other business is able to 
raise its prices quickly, maybe even overnight, to recover its 
increased costs. It is particularly critical for a capital-intensive 
business such as a public utility that the utility rates match the 
costs incurred in providing the service or commodity, and it is 
critical that a utility's rates be as current to its costs as 
possible. When the recovery of increased costs drags out for 
months, regulatory lag occurs. 
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By the time a utility even begins to prepare a rate case, the 
utility is already months behind - sometimes a year or more 
behind - in recovering increased costs. In addition, the time 
the Commission takes to determine a final order in a rate case 
only lengthens and frustrates the timely recovery of costs. 

As an aside Madam Chair and members of the committee, I 
would like to point out an important difference here between 
regulated investor-owned utilities and the Rural Electric 
Cooperatives. While we are subject to a lengthy procedure 
which almost always takes 8 months in changing our rates, 
RECs can change their rates in a matter of days - or perhaps in 
a matter of hours with a conference telephone call. Their 
boards simply meet and make any desired changes. I've even 
heard some REC lobbyists refer to this as "coffee cup 
regulation 11

• While I don't believe that type of regulation is in 
the public interest, it is relevant to our discussion today 
because in many instances a customer of a regulated investor
owned electric utility company may live next door or across the 
street from a customer served by an unregulated Rural Electric 
Cooperative. Regulatory lag is another unfair burden placed on 
regulated investor-owned utilities which is not placed on our 
competitors, the rural electric cooperatives. 

The second reason we are seeking this change is because with 
the increased use of computers, interactive video, and other 
technological advances, we believe Commission decisions can 
be made in a shorter time frame. That time frame should 
reflect today's technology. 

I'd like to point out, Madam Chair and members of the 
committee, that this entire regulatory process applies only to 
MDU natural gas rates, MDU electric rates, and Xcel Energy 
natural gas rates. The electric rates of Xcel Energy and Otter 
Tail Power Company are governed by an entirely different 
regulatory process called performance-·based rates which do 
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not require the filing of formal rate cases. In addition rate 
case filings are not frequent occurrences. While MDU has had 
some natural gas rate cases in recent years, the last MDU 
electric rate case was in 1986 - 17 years ago! The Public 
Service Commission is simply not overburdened with rate 
cases. 

Our sister state South Dakota requires utility rate cases to be 
decided in six months, exactly what our amendment to HB1363 
is requesting in North Dakota. South Dakota has operated 
under the six-month requirement since 1977. While the South 
Dakota Public Utility Commission does have 3 or 4 more full 
tirr,e employees than the North Dakota Public Service 
Commission, the ND Commission enjoys the benefit of the 
Public Utility Valuation Fund - a funding mechanism created by 
the legislature which allows the Commission to hire any 
additional staff for rate increase proceedings and bill ALL THE 
EXPENSES FOR THE ADDITIONAL STAFF TO THE UTILITY 
COMPANY REQUESTING A RATE INCREASE. In other words, 
if the Commission needs to hire additional lawyers, 
accountants, cost of capital experts or other expert technical 
witnesses, engineers, clerical or other staff, etc.··- whatever 
they need - they can hire those people and bill all the expenses 
associated with hiring additional staff to the regulated utility 
with N'O IMPACT to their department budget or appropriation. 

Thank you Madam Chair and members of the committee, that 
concludes my testimony. I ask for your favorable consideration 
of the amendment I have offered, and then a Do Pass 
recommendation of HB1363. I do have some individuals from 
our regulatory affairs department with me, and we would be 
happy to answer your questions. 
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Proposed Amendments to Engrossed House Bill 1363 Offered 
by Dennis Boyd, MDU Resources Group, Inc. 

Section 1, Page 1, Line 9: delete the comma after the word "motion" and delete the words 
"in whole or in,, and replace those words with the word "a,,, Additionally in Section 1, 
Page 1, Line 9, delete the comma after the word "part" and replace with the word "of' 
and add the word "increase,n after the word "rate". 

As amended, Section 1, Page 1, Line 9 would then read, "the commission, the 
commission may suspend by motion a part of the rate increase," 

In addition, Section 1, Page 1, Line 11: delete the word "seven" and replace with the 
word "five" 
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Engrossed HB 1363 

Presented by: lllona Jeffcoat-Sacco 
Director, Public Utilities Division 
Public Service Commission 

Before:· Senate Government and Veterans Affairs Committee 
Honorable Karen K. Krebsbach, Chair 

Date: 14 March 2003 

TESTIMONY 

Madam Chair and members of the committee, I am lllona Jeffcoat

Sacco, director of the Public Service Commission's Public Utilities Division. 

The Public Utilities Division administers the Commission's jurisdic.,tion over 

telephone, gas and electric public utilities in North Dakota. The 

Commission Is neutral on Engrossed HB 1363. 

The Commission was strongly opposed to the original bifl. We 

appreciate the changes made in the House and ask you to either maintain 

the language providing a seven month time frame, or alternatively, defeat 

the bill. 

As the bill now stands it merefy clarifies that the PSC has the 

authority to grant a partial rate increase at the time a rate case is filed, 

subject to refund with interest. 

We understand that amendments may be proposed to change the 

engrossed bill back to its original language shortening the rate case time 

frame. If these amendments are proposed, we would oppose them and 
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respectfuHy request the opportunity to supplement our testimony to further 

explain our opposition at that time. 

Thank you. This completes my testimony. I'd be happy to answer 

any questions you may have. 

2 

/ ',/:•· 1;-
' : ,) ·( "' '""; -...., ' • ' i"'· 

·-v ' ,, 'I:,:. ,. ' '.'.;,•;;,;J( ·,,:, 1 ·::~dj,', f' 
.•. -......-........ ... ..; .. ,,,,,1_·~;._~1'4·.li\"-UJ..;.t:Jl,}.a,._~t,~ 

Tht. 111lcrogrephlc h1M1ge1 an thte fflm •"e eccuratt1 reproductions of records <Mlfvered to Modern Information syat• for 111forofflmtne end 
were ffllMd fn the reoul•r course of buafneH, Th• phototarlf)hfo prooeH meets atendardt of the American National Standards Institute J 
(ANSI) for archfval mforofflm, NOTICE• If the fflMed f11119e •~ve fs leas legible than this Notice, ft fs due to the quality of the _ . 
docl.lllent being ff lrned, 

:Doa,...~1~k~ \6\2llo3 1 
Operator'• signature Date 

I 



r 
I 

~ 

l 

f Engrossed HB 1363 

L 

\ 

I _J 
\,.., 

Presented by: lllona Jeffcoat-Sacco 
Director, Public Utilities Division 
Public Service Commission 

Before: Senate Government and Veterans Affairs Committee 
Honorable Karen K. Krebsbach, Chairman 

Date: 14 March 2003 

SUPPLEMENTAL TESTIMONY 

Madam Chair and members of the committee, I am lllona Jeffcoat

Sacco. The commission asked me to supplement my testimony today to 

oppose any amendment to Engrossed HB 1363 that would shorten the time 

frame applicable to processing a rate case. 

There are three general reasons why a shorter rate case time frame 

is unreasonable: 

1. The Commission faces procedural realities that make a 

shortened time frame unfeasible. 

2. A shortened time frame unfairly tips the balance of regulatory 

policy too far in favor of one side. 

3. A six-month window is outside the norm for regulatory 

commissions. This is especially true for a commission of the 

size of North Dakota's. 
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Unfeasible Time Frame: 

When a utility company wishes to increase rates, it simply files new 

prices with the Commission. Unless the PSC suspends the new rates and 

asks for an investigation, the prices are assumed by law to be just and 

reasonable, and take effect 30 days after filing. Typically, however, the 

PSC does suspend the increase and the rate case time limits start running. 

Because these rate cases are highly technical proceedings involving 

auditors, accountants, engineers and other expert witnesses, they 

consume a great deal of time. 

By way of background, please note that the Commissioners 

themselves are impartial judges in these matters. One or two of the 3.5 

Public Utilities Division professional staff members, and the Commission's 

counsel, are usually assigned as "advocacy staff." Others are assigned as 
11advisory staff." Advocacy staff investigates the filing and presents 

testimony, advisory staff helps the Commission analyze the record and 

write the order. Due to prohibitions against ex parte communications, 

Commissioners are barred from speaking with advocacy staff or the utility 

about the case while it is open. The procedure truly does resemble a court 

proceeding in which staff and the utility company present their cases to 

Commission. The Commission's decision must be based on the record 

and fully explain how the Commission reached each conclusion. 

The record that is built for the commission's benefit is substantial. 

Advocacy staff and the utilities prepare hundreds of pages of testimony and 

exhibits. The procedures the Commission must follow eat up large chunks 

of the time window. Here is how the timellne worked for the recent MDU 

gas case under the current eight-month window: 
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• 12 AprU 2002 • MDU flied ne g11 rite inefe111 application. 

• 24 April 2002 • Comml11lon IUlptndtd tho tiUng, 

• 8 May 2002 - Comml11lon l11ued RFP tor con.utting HIVk»t 
In response to 1taff requnt tor teehnJcal nllltlnott 

• 29 and 30 May 2002 .. re1ponH1 to the RFP received. 

• 5 June 2002 • notice of hearing and public input Mllion 

Jasued, 

• 17 June 2002 • staff recommended con1uttant. 

• 3 July 2002 • CommJ11lon moved to hire con1uttant. 
• 11 July 2002 • pubUc Input 1111fon1 held vt11nt1,acctve tMOG 

In Bl1marck. oevu, Lake, Minot. J1m11town. WUU1ton and 
Dlcklneon, 

• 7 and 8 October 2002 • technle1I he1,;ng hokf. 

• 23 Octobtr 2002 • t11n1et,pt of h11,tng ftfld, 

• 11 November 2002 • brltft and ptopoHd ordttt Ned 

• 10 Decembtr 2002 • order Jatutd. two dl)'I undet the 

deadflne. 

You can tee that there ft already very UtU. time for tnv11Ugat,on. dtlcowtr;. 
writJng direct tuUmony, rebuttal of the other ltdl*1 w,ttten tNClmony. 

writing a round of te1Umony rnpondfng to 11ch otM1'1 ,tbutt.,. holdtng 1 

formal hearing btf ore the comm,11ion, 1,11fyzing thl tlCOtd 1nd WtfflnO 1ft 

order. Hopefully. you can atao now IN why any lhorttn#IQ of thl hml we 
have to handle thlH pr0Cffdlng111 of g11at concefn. 
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Unfairly Tips the Balance 

As a matter of fairness, a shortened timeframe would not be in the 

public interest. When a utility t.ompany flies new, increased rates, and the 

Commission does not act within the statutory time, the new rates 

automatically go into effect. In other words, even If the delay in the case is 

tho utility company's fault, when the clock runs out the company gets to 

start charging the new rates, no matter how unjustified. There is no similar 

counterbalance in favor of ratepayers. 

In addition, the utility has as much time as it wants to file its rate 

increase application and its new rates. All the company's work developing 

the n("\w rates and preparing supporting documentation is done before it 

files, and before the clock starts running. When the company files, the 

filing includes the company's testimony and supporting documentation. 

The Commission has to do all its work after the filing, under the statutory 

deadline. 

A Shorte~1ed Time Frame is Outside the Norm 

Attached is a survey of our regional and peer state commissions. It 

compares the time frames and utility staff resources available to each of 

these commissions. As you c,1n see -a shorter time frame would be 

outside the norm. It would b,~ especially burdensome considering that 

North Dakota has the smallest regulatory staff- by far - of any of the 

states. 

A shorter tirr1e frame might be more attainable for those states with 

larger staffs. That's because they have little or no need to contract for 

expert witnesses and testimony - they have individual accountants, 
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economists, engineers and attorneys at the ready on their staffs - so there 

is no need to write RFPs and jump through all of the procedural hurdles. 

Having greater flexibility with their resources likely saves these states 6 or 

8 weeks that we are requf red to expend in North Dakota. States with larger 

staffs also likely have more ongoing oversight - so that when a rate case 

comes up-those experts need much less "lead time" to get their cases 

prepared. 

Finally, please know that the Public Utility Division staff handles far 

more than just rate cases while this clock is running. In our state, the staff 

that handles rate cases, is the same staff that: 

• handles transmission and pipeline line siting, 

• analyzes utility cost of fuel and purchased gas adjustrnents, 

• oversees telephone company access charges, 

• resolves hundreds of direct consumer complaints, 

• processes telecommunications interconnection agreement 

filings, 

• carries out state oversight of wholesale telecommunications 

markets, 

• registers utility companies to provide service in North Dakota, 

• analyzes regional electric transmission issues, 

• monitors performance of investor owned utilities, 

• participates in federal utility proceedings, including design of a 

new standard market for wholesale electric energy; and 

• processes electric territorial disputes 
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Our one Special Assistant Attorney General Is the staff advocacy 

attorney in rate cases and also has general legal responsibility over 

everything within the PSC jurisdiction from coal mine reclamation to grain 

elevator Insolvencies. To say the staff is stretched thin is an 

understatement. 

In the final analysis, the time In which we must complete rate cases is 

already shorter than it is in many states, and shorter that it was when I first 

started working for the Commission. In 1987, the Commission had a total 

of 12 months to process a rate case, and we had 6 FTEs in Public Utilities 

and two attorneys. Today our resources are far less. Consequently, we 

very much appreciate the action taken by the House to maintain a 

reasonable period in which to process rate cases. 

Thank you for allowing me to supplement my testimony to respond to 

the proposed amendments. I'd be happy to answer any questions you may 

have. 

6 

I ... - ... .,,,• 

operator Is Bl gnature Date 

I 

J 



r 

r 
' 

L 

State Public Utility Commissions 
Survey of Rate Case Time Limits and Commission Resources 

State Time Limit # of public utility 
ree:ulatory FTE 

Alaska 15 months 62FTE 
Delaware 7 months 29FTE 
Idaho 7 months S0FTE 
Iowa 10 months 67FTE 
Kansas 8 months 45FTE 
Minnesota 10 months* 44FTE 
Montana 9 months ( after 9 months, 16FTE 

rates go into effect subject 
to refund) 

North Dakota 8 months 5 FTE ** 
South Dakota 6 months 9FTE 
Vermont 8.5 months 45FTE 
Wisconsin No Time Limit * * * 150 FTE 
Wyoming 10 months 14FTE 

• Utility allowed a portion of requested increase as interim rates. 

•* 4 Full-Time PUD Employees 
CPA - Split between PUD and General Office (.5 FfE) 
Attorney - Responsible for all Commission functions including PUD (.5 FTE) 

No statutory timeframe. Required biennial rate cases usually take 8-9 months 
to complete. 
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