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Q.	Please state your name and business address.


A.	Steven J. Kirk, 1111 South 103rd Street, Omaha, Nebraska.


Q.	What is your present occupation?


A.	I am the Director of Rates and Tariffs for Northern Natural Gas Company ("Northern").


Q.	Would you briefly describe your educational background and work experience?


A.	In 1979 I received a Bachelor of Arts Degree in Business Administration from Upper Iowa University.  I have been employed by Northern since July 1973.  I held several technical and administrative positions in the Operations and Engineering Divisions and became Manager of Engineering Administration in 1985.  In 1986 I assumed the position of Manager of Budgets for Northern Operations.  I joined the Regulatory Affairs Division of Northern in 1989, became Manager of Rates and Tariffs for Northern in December 1989 and then Director of Rates and Tariffs for Northern in August 1994.  I am responsible for the development and administration of all transportation and storage rates for the services that Northern provides its shippers, and for the development and administration of Northern's FERC Gas Tariff.


Q.	What is the purpose of your testimony in this proceeding?


A.	The purpose of my testimony is to explain Northern’s cost allocation and rate design, as contained in the I and J Statements and Schedules.  I will explain the development of the Base Period and Test Period transportation, storage and surcharge revenues by customer as contained in the G Statements and Schedules.  Exhibit No. NNG-6 contains the G, I and J Statements and Schedules (excluding Schedule G-3) for March 1, 2004 and the Pro Forma I and J Statements and Schedules set forth in the Notice of Rate Change, Volumes II and V-VIII, which are included herein by reference.  I will also explain the various tariff changes Northern is proposing to be effective on March 1, 2004 and those proposed to be effective on a prospective basis.  Exhibit No. NNG-8 contains the tariff sheets set forth in Appendix A of the Notice of Rate Change, Volume I, which are included herein by reference.


Q.	What exhibits are you sponsoring in this case?


A.	I am sponsoring the following exhibits:


Exhibit No. NNG-6	March 1, 2004 Statements and Schedules G, I and J (excluding G-3) and Pro Forma Statements and Schedules I and J


Exhibit No. NNG-7	Mileage Study Results


Exhibit No. NNG-8	System Utilization Study


Exhibit No. NNG-9	Mainline Fuel Diagram


Exhibit No. NNG-10	Mainline Fuel Stations and Points


Exhibit No. NNG-11	Mainline Fuel Rates


Exhibit No. NNG-12	Field Fuel Adjustments


Exhibit No. NNG-13	Tariff sheets listed on Appendix A 


I.	COST ALLOCATION AND RATE DESIGN


Q.	What cost allocation and rate design principles underlie the rates that Northern is proposing to go into effect March 1, 2004?


A.	Northern is proposing to use the same modified straight fixed variable ("MFV") rate design methodology that underlies its currently effective rates. Under this methodology, the majority of the transmission fixed cost of service has been assigned to the transportation reservation charge and the transmission variable cost of service has been assigned to the transportation commodity charge.  As with the currently effective rates, I have reflected the same amount of Market Area fixed costs to be recovered in the Market Area maximum commodity rate and I have used the currently effective minimum Market Area commodity rate. As with the currently effective rates, I have reflected the same level of Field Area fixed costs to be recovered in the Field Area maximum commodity mileage rates. The minimum Field Area commodity mileage rate is the currently effective minimum Field Area commodity rate.   The storage cost of service has been allocated between firm contract storage ("FDD, PDD and IDD") and operational storage based on the total cycle volumes and daily deliverability volumes that are assigned to each.  The storage rates continue to be designed using the Equitable method wherein the fixed cost of service component is allocated 50% each to the daily deliverability component and the cycle capacity component of the contract storage charges and the variable cost component is allocated to the injection and withdrawal charges.


Q.	Please describe the types of transportation rates Northern proposes to be effective March 1, 2004.


A.	Northern proposes to continue the types of transportation rates it currently has for the Market Area, Field Area and Gulf Coast.  The Market Area reservation charges continue to be postage stamp rates and continue to consist of several reservation charges under the TF Rate Schedule, i.e., TF12 Base, TF12 Variable and TF5. The TF rates have been designed using the currently effective Tier Relationship Factors (“TRFs”) as follows: 


Current Market Area Tier Relationship Factors�
�






Rate Schedule�
Summer


 (April through October)�
Winter


 (November through March)�
Annual�
�
TF12 Base�
0.75�
1.35�
12.0�
�
TF 12 Variable�
0.75�
1.83�
14.4�
�
TF5�
N/A�
2.00�
10.0�
�



The TF rates are contained on Tariff Sheet No. 50.   I will describe later Northern’s proposals to change the Market Area TRFs prospectively.  


Q.	Are there any changes to the design of the GS-T service rates?


A.	No.  Northern proposes to continue the currently effective rate design for the GS�T service rate, which is a one-part rate based on a 43% load factor.  


Q.	Please describe the Market Area commodity rates proposed to be effective March 1, 2004.


A.	The Market Area commodity rates for firm and interruptible service, shown on Tariff Sheet Nos. 50, 51 and 52, continue to be postage stamp rates and, as mentioned above, include a maximum and a minimum rate.  The Market Area interruptible rates continue to be stated on a seasonal basis and are derived on a 100% load factor basis of the TFX rates.  


Q.	Please describe the Field Area transportation rates proposed to be effective March 1, 2004.


A.	The Field Area TFF and TFX reservation charges, shown on Tariff Sheet Nos. 50 and 51, continue to be postage stamp rates and continue to be designed using the currently effective TRFs as follows: 


Current FIELD Area Tier Relationship Factors�
�






Rate Schedule�
Summer


 (April through October)�
Winter


 (November through March)�
Annual�
�
TFF/TFX�
0.75�
1.35�
12.0�
�



The maximum and minimum firm and interruptible commodity rates continue to be designed on a mileage basis, stated as a rate per 100 miles of haul.  Northern proposes to maintain the same Mileage Indicator Districts ("MIDs"), whereby the firm and interruptible mileage rates are applied to the average miles of haul between MIDs.  The rates are contained in the MIDs matrix on Tariff Sheet Nos. 59 and 60.  The Field Area TI rates are derived as the 100% load factor equivalent of the Field Area TFX reservation rate plus the commodity rates.  I will describe later Northern’s proposals to change the Field Area TRFs prospectively.  


Q.	How were the Gulf Coast rates designed?


A.	The Gulf Coast rates were designed consistent with the SFV rate design methodology.  There are three separate Gulf Coast rates using the cost of service for each of the following areas: MOPS, Tivoli Downstream and Other Gulf Coast.  The rates are shown on Tariff Sheet Nos. 51 and 52.


II.	BILLING DETERMINANTS


Q.	How are the Test Period billing determinants used for cost allocation and rate design purposes developed?


A.	As shown on Schedule J-1, I started with the Test Period billing determinants on Schedule G-2, which were derived using the actual Base Period billing determinants and the Test Period adjustments described by Northern Witness Kent Miller and set forth in Schedule G-3.  I then adjusted those billing determinants to reflect the level of transportation discounts that existed in the Base Period, adjusted for the Test Period.  Northern Witness Kent Miller describes the Test Period discount adjustments.  The resulting billing determinants are the full rate equivalent (“FRE”) billing determinants for the Test Period.  Finally, because the TI rates will be derived as 100% load factor rates of the TFX reservation rates, I added imputed TI billing determinants to the TFX reservation determinants.  I will describe later how those units were derived.  


Q.	How did you arrive at the FRE billing determinants?


A.	First of all, the general approach to FRE is to add to undiscounted billing determinants a portion of the volumes that were contracted for at discounted rates.  For example, if a unit of service could only be sold at one half of the maximum rate, one half of the unit was added to the undiscounted units.  Total billing determinants were determined by adding undiscounted billing determinants to a number equal to the discounted billing determinants multiplied by 


RD


RM


where RD is revenues from discounted contracts and RM is the revenues that would have been received if the discounted transactions had been at maximum rates. 


Q.	In your FRE calculation how did you address the fact that the maximum rates proposed in this proceeding are higher than the currently effective maximum rates?


A.	I used an iterative process that takes into account both the actual Base Period discounts, adjusted for the Test Period, and the new maximum rates to be derived.  This approach has been endorsed by the Commission in Northwest Pipeline Company, 71 FERC ¶ 61, 253 (1995), and was also the approach advocated by Staff in Northern’s rate cases in Docket Nos. RP98-203 and RP03-398.  This approach calls for a recalculation of the new maximum rates based on the Test Period discount adjustments and repeating the process as many times as needed until the new maximum rates do not change.  This is the same approach used to design Northern’s currently effective rates.


III.	STATEMENT G - REVENUES, CREDITS AND BILLING DETERMINANTS


Q.	Please explain Statement G.


A.	Statement G is a summary of revenues, credits and billing determinants for the Base and Test Periods.  The basis for the Test Period adjustments is explained by Northern Witness Kent Miller and is shown on Schedule G-3.


Q.	Please explain Schedules G-1 and G-2.


A.	These Schedules provide the Base Period (G-1) and Test Period (G-2) revenues and billing determinants by month, by customer name, by rate schedule, by service area, and in total.  In accordance with Commission regulations, these billing determinants have not been adjusted for discounting.  Contracts with terms of less than one year and capacity release contracts are specifically identified.  Schedule G-2 also shows the Rate Schedule SMS Test Period reservation revenues that are credited to the Market Area reservation rates, as shown on Schedule J-2, Page 1. Operating revenues from surcharges are separately identified.  In addition, customers who are affiliates of Northern are identified.  Schedule G-2 (B) sets forth a reconciliation of the Base Period and Test Period revenues and billing determinants.


Q.	Please explain Schedule G-4.


A.	Schedule G-4, At-Risk Revenues, provides the Test Period revenues related to Northern’s Dodge City project, authorized by the Commission in Docket No. CP91�2759.  


Q.	Please describe Schedule G-5.


A.	Schedule G-5 is a summary of the Base Period and Test Period Other Revenues, which are credited to the overall Cost of Service on Statement A, line 11.


Q.	Please explain the Test Period amounts on Schedules G-5.3, G-5.4 and G-5.5.


A.	The Test Period amounts on Schedules G-5.3, G-5.4 and G-5.5 were derived by using the actual Base Period amounts and adjusting those amounts for non-recurring items. 


Q.	What does Schedule G-6 reflect?


A.	Schedule G-6 provides the Base and Test Period miscellaneous revenues resulting from Daily Delivery Variance Charge (“DDVC”) revenue, receipt point scheduling penalties and other penalties.  The Test Period amounts are zero, to reflect the proposal that all DDVC and penalty revenues will be credited to the shipper using crediting mechanisms incorporated into Northern’s tariff as the result of Order No. 637, effective November 1, 2003.  


IV.	COST ALLOCATION


Q.	Please provide a general explanation of the methods and procedures you have used to classify and allocate the overall Test Period Cost of Service, as contained in the I�Schedules for the March 1 rates.


A.	My explanation will be separated into three sections:  assignment of costs to functions, classification of costs, and allocation of costs.


Q.	Please explain the assignment of costs to functions.


A.	As explained by Northern Witness Kissner, the general procedure used in the functionalization of the overall Cost of Service for the Test Period, as shown on Statement A and I-1 (a) page 1, was to assign such costs to the extent feasible directly to functions from the books of account and records of Northern.


	Costs assigned to the transmission function were further separated into mileage and non-mileage costs.  The administrative and general Cost of Service portion was treated as non-mileage in accordance with Commission Opinion No. 281 in Docket No. G-2217.  The results of this assignment of costs to functions, along with the classification of costs, are reflected on Schedule I-2, Pages 1-6.


Q.	Please explain the classification of costs reflected on Schedule I-2.


A.	The costs in the Test Period Cost of Service were first classified as fixed costs or variable costs and then further classified as to whether recovery will be in the reservation or commodity component of the rates.


	The classification of Depreciation and Amortization Expense is shown on Page 1 of Schedule I-2.


	The classification of Taxes – Other Than Income – is shown on Page 2 of Schedule I�2.  These taxes have been allocated to functions on either a direct labor basis or on a classified plant basis as noted.  The classification of Other Operating Revenues is shown on Page 3 of Schedule I-2.


	Page 4 of Schedule I-2 shows the classification of Other Operation and Maintenance Expenses.  Administrative and General Expenses have been classified as fixed costs.  The remaining expenses have been classified on Page 4 of Schedule I-2 as indicated.


	Pages 5 and 6 of Schedule I-2 set forth, by cost function, the classification of Natural Gas Storage Expenses and Transmission Expenses as fixed or variable.  Variable operating expenses include compressor station and purification plant operating supplies and expenses and equipment maintenance supplies and expenses.


Q.	Please explain Schedule I-1 (b).


A.	Schedule I-1 (b) shows the costs that have been deducted from the overall Cost of Service and assigned to specific services.  The amounts from this schedule are carried forward to Schedule I-3 (a), Pages 1-3, Line 3.  Schedule I-3 shows the removal of costs related to Gulf Coast transportation, Fort Buford compressor service and storage.  The costs deducted in all instances are equal to the Test Period revenues and establish representative levels for these services.


Q.	Would you please explain the allocation of costs between the Market Area and Field Area services?


A.	The allocation process between Market Area services and Field Area services is a three-step procedure.  First, the allocation type is determined; second, allocation factors are derived; and third, the Cost of Service is then allocated to the Market Area or Field Area using the allocation factors.


Q.	Please describe the different types of Test Period allocation factors. 


A.	Three types of allocation factors are shown on Schedule I-3 (c).  Page 1 shows the development of the factors used to allocate Test Period transmission fixed costs and other fixed costs.  Page 2 shows the development of the factors used to allocate Test Period transmission variable costs.


Q.	Please explain how the demand cost allocation factors on Schedule I-3 (c), Page 1 were derived.


A.	Transmission mileage demand costs were allocated using Market Area and Field Area annual maximum daily contract quantity, including imputed TI units, (“AMDCQ”) demand miles.  The AMDCQ demand miles are derived by multiplying the Market Area and Field Area annual FRE contract demand quantities, including imputed TI units, by the average miles of haul in the Market Area or Field Area.


Q.	Please explain the derivation of the Average Miles by Market Area and Field Area shown in Column (e) of Schedule I-3 (c).


A.	A Mileage Study was prepared which used the Base Period transportation transactions for each shipper in the Market and Field Areas. The Mileage Study took into account all Market Area and Field Area receipts and deliveries for each shipper.  The Mileage Study was prepared in the same manner as that used in development of the currently effective transportation rates.  The results of this study are shown on Exhibit No. NNG-7.


Q.	What was the source of the Market Area mileages?


A.	The mileage used for Market Area transactions that were either received or delivered at specific receipt or delivery points was the actual pipeline miles between points.  For shippers in the Market Area with Operational Zone delivery points, the mileage was determined after establishing a central point for that customer’s zone delivery point.  Actual deliveries by town border stations (“TBS”) comprising the zone were reviewed to determine the points where the majority of deliveries were being made.  The central point was the point equidistant from the major TBS delivery points, which is consistent with past practice.


Q.	What was the source of the Field Area mileages?


A.	Northern bills its Field Area commodity rates on a mileage basis using the MIDs.  Since Northern has previously established mileages for each MID, I used the current MID mileages to determine the miles of haul where either receipts or deliveries occurred in the Field Area.


Q.	What is the basis for the allocation of all other demand costs on Schedule I-3(c), Page 1?


A.	The AMDCQs were used for this allocation, without the recognition of miles of haul.


Q.	What is the basis for the Test Period variable cost allocation?


A.	Test Period transmission mileage variable costs were allocated to the Market and Field Area transport services based on the total annual deliveries in the respective area multiplied by the miles of haul for each delivery.  The Mileage Study discussed earlier established the average miles of haul for each area.  


Q.	How are storage costs allocated?


A.	The basis for allocation of storage costs appears on Schedule I-3 (d). The storage costs are allocated among Northern’s firm and interruptible storage services (provided under Rate Schedules FDD, PDD and IDD) and operational storage based on the daily deliverability and annual cycle capacity related to each category during the Base Period, as adjusted for the Test Period.  As provided in Rate Schedule FDD, Northern has 45,300,000 Dth of storage capacity and 785,000 Dth of daily deliverability available for FDD service. During the Base Period the maximum amount of storage capacity utilized for PDD/IDD service was 9,740,000 Dth. This level represents a reasonable expectation of the amount of storage capacity available for these services. The daily deliverability associated with PDD/IDD was determined to be 168,500 Dth, based upon using the same deliverability to capacity ratio as that used for FDD.  This level represents a reasonable expectation of the amount of maximum daily storage deliverability available for these services. The currently effective amount of storage capacity utilized for operational purposes is 14,000,000 Dth.  This was established in Northern’s Order No. 636 proceeding. The average daily deliverability associated with the operational storage is 500,000 Dth. Also, as provided for under the currently effective rates, $100,000 of the storage cost of service related to operational storage was assigned to the Field Area firm transportation service, and the balance of the storage Cost of Service related to operational storage was assigned to Market Area firm transportation service. 


Q.	How did you determine the daily deliverability of 500,000 Dth related to the 14,000,000 Dth of operational storage?


A.	Northern has established in past proceedings that the 14,000,000 Dth of operational storage cycle capacity is comprised of 10,000,000 Dth from the Cunningham, KS underground storage field and 2,000,000 Dth from each of two LNG Plants at Wrenshall, MN and Garner, IA.  The 500,000 Dth is approximately the amount of peak day deliverability needed to meet Northern’s no-notice SMS service and the 5% scheduling tolerance requirement.  The Test Period SMS MDQ is approximately 280,000 Dth and the 5% tolerance equates to approximately 220,000 Dth (5% of a 4,400,000 Dth peak day MDQ for transportation capacity).


Q.	Please explain Schedule I-3 (b).


A.	The allocation factors developed on Schedule I-3 (c) are converted to allocation percentages on Schedule I-3 (b), Pages 1 and 2, by simply dividing the numerical factors for the Market or Field Areas by the total sum of the allocation factors.  The fixed cost percentages are developed on Page 1 and the variable cost percentages on Page 2. 


Q.	Please describe the allocation set forth on Schedule I-3 (a).


A.	The total Cost of Service, as carried forward from Schedule I-1 (a), is first reduced to reflect the direct assignment of specific costs to storage, Gulf Coast transportation and Ft. Buford compression services.  This assignment is detailed on Schedule I-1 (b).


	The resulting net classified Cost of Service shown on Pages 2 and 3, line 5 of Schedule I-3 (a) is then allocated to the Market Area and Field Area according to the allocation percentages derived on Schedule I-3 (b).


	The total allocated Cost of Service is summarized on Page 1 of Schedule I-3 (a).


V.		RATE DESIGN


Q.	Please explain Statement J.


A.	Statement J shows a comparison of the Test Period revenues by rate schedule from Schedule G-2 and the Overall Cost of Service from Schedule I-1 (a).


Q.	Please explain Schedule J-1.


A.	Schedule J-1 shows the adjustments that were made to the Schedule G-2 billing determinants to arrive at the billing determinants used for rate design on Schedule J-2. The adjustments are in two categories:  one to reflect the discount adjustments described earlier in my testimony and the other to identify imputed Rate Schedule TI units.  The imputed TI units are used in the design of the transportation reservation rates because, as I describe later, the TI rates are computed at a 100% load factor of the transportation reservation rates.


Q.	Are you proposing any changes in rate design for March 1, 2004?


A.	There are no proposals to change rate design for March 1, 2004.  


Market Area Transport Rates


Q.	Please explain how you derived the Market Area reservation rates set forth in Schedule J-2, Page 1.


A.	The reservation rates are designed to recoup the fixed costs allocated to Market Area firm transportation service shown on Schedule I-3 (a), page 2, line 6, less the $11,715,790 recovered in the Market Area commodity rates.


	The billing determinants reflect the Test Period Market Area units shown on Schedule J-1.  The determinants reflect the tiering of Northern’s Market Area reservation rates described earlier in my testimony, with TF12 Base and Variable determinants adjusted by a TRF of 0.75 for the summer period, TF12 Base determinants adjusted by a TRF of 1.35 for the winter period, TF12 Variable determinants adjusted by a TRF of 1.83 for the winter period and the TF5 determinants adjusted by a TRF of 2.0.  The TFX TRF during the summer period is 0.75 and during the winter period is 2.0.  


Q	Is the tiering methodology consistent with that used to design Northern’s currently effective TF rates?


A.	Yes.  Although I propose prospective changes to the TRFs later in my testimony, the TRFs used for the March 1, 2004 TF rates are the same as those used to derive the currently effective rates.


Q.	Please explain how you arrived at the amount of imputed TI billing determinants on Schedule J-2, Page 1, Lines 11 and 12.


A.	Since Northern is proposing to continue to derive the March 1, 2004 TI rates on a 100% load factor basis, the TI billing units were derived by dividing the Test Period FRE TI volumes by the days in the applicable period and multiplying the result by the number of months in the applicable period.  This imputes reservation billing determinants to TI volumes on a basis similar to the annual firm contract MDQ of the TF and TFX Rate Schedules and effectively allocates the appropriate amount of fixed costs to be recovered from the interruptible shippers.  


Q.	Please explain the operational storage costs shown on Schedule J-2, Page 1, Line 5 and Page 2, Line 3.


A.	As I explained earlier, all but $100,000 of the Cost of Service related to 14,000,000 Dth of operational storage was allocated to Market Area firm transportation service and such $100,000 was allocated to Field Area firm transportation service. 


Q.	What do the SMS Revenue Credits on Schedule J-2, Page 1, Line 3 represent?


A.	In continuing the rate design underlying the currently effective rates, the Test Period reservation revenue Northern receives from SMS service is deducted from the Market Area fixed costs before deriving the Market Area reservation rates.


Q.	Has Northern increased the SMS reservation and commodity rates?


A.	Yes. Northern proposes to increase the currently effective SMS reservation and commodity rates by the same percentage of increase in the Market Area reservation rates. 


Q.	Please explain why such an increase is appropriate.


A.	Currently, the revenues generated by the SMS service are credited to the Market Area firm shippers because those same Market Area firm shippers are assigned the cost of service for operational storage.  Because the Market Area firm shipper rates are increasing, it is appropriate to proportionally increase the revenue credit to be received by these same firm shippers from the SMS customers.  This is accomplished by increasing the SMS rates by the same percentage of increase for the Market Area reservation rates. 


Q.	Please explain the derivation of the proposed Market Area commodity rates.


A.	The Market Area commodity rates on Schedule J-1, Page 2 are designed as postage stamp rates, consistent with Northern’s currently effective Market Area commodity rates.  The sum of the transmission variable Cost of Service, allocated to the Market Area on Schedule I-3 (a), and $11,715,790 of the Market Area fixed Cost of Service is divided by the Market Area Test Period commodity units to derive the firm postage stamp commodity rate.  As stated earlier, I used the same amount of Fixed costs ($11,715,790) used to design the existing Market Area firm commodity rate to design the Market Area firm commodity rate proposed to be effective March 1, 2004. 


Q.	How are the Market Area interruptible rates designed?


A.	The Market Area Winter TI rate and the Summer TI rate are both designed on a 100% load factor basis.  The Market Area TI winter rate, in effect from November through March, is the sum of the TFX winter reservation unit rate and the TFX commodity rate.  The Market Area TI summer rate, in effect from April through October, is the sum of the TFX summer reservation unit rate and the TFX commodity rates.  In each case, the unit rate is calculated by dividing the TFX reservation rate by an average 30.4 days per billing month.


Q.	How was the minimum Market Area commodity rate determined?


A.	As I stated earlier, the minimum Market Area commodity rate is the same as the currently effective minimum Market Area commodity rate, and is in accordance with the settlement of Docket No. RP98-203. 


Q.	Are there any changes to the design of the GS-T rates for March 1, 2004?


A.	No.  The March 1, 2004 GS-T rates derived on Schedule J-2, page 3, continue to be designed on a 43% load factor basis.


Field Area Transport Rates


Q.	Please explain the derivation of the Field Area reservation and rates on Schedule J-2, Page 4.


A.	The Field Area TFF and TFX reservation charges are derived using the transmission fixed Cost of Service allocated to the Field Area on Schedule I-3 (a), divided by the Field Area billing determinants from Schedule J-1.  The Field Area billing determinants reflect the tiering of the Field Area reservation rates described earlier in my testimony, with TFF and TFX determinants adjusted by a TRF of 0.75 for the summer period and 1.35 for the winter period. 


Q.	Please describe the derivation of the Field Area commodity rates on Schedule J-2, Page 5.


A.	The Field Area commodity rates for March 1 will continue to be derived as rates per 100 miles of transport and, as just stated, reflect a level of fixed costs consistent with the currently effective rates. A total of $4,350,000 of Field Area fixed cost is to be recovered in the Field Area commodity rates, and the amount used establishes a differential between a calculated minimum commodity rate and the maximum Field Area commodity rate, $0.005 per 100 miles, that is the same differential in rates that resulted from the settlement of Docket No. RP98-203. The total Field Area allocated costs are divided by a denominator that is comprised of the Test Period commodity volumes times the average miles of haul in the Field Area.  The resulting rates are stated in 100-mile increments.  The Field Area MIDs mileage rates are then calculated using the MID mileages and are stated in the MIDs matrix for tariff and billing purposes.


Q.	How were the minimum Field Area commodity rates determined?


A.	The minimum Field Area commodity rates are the same as the currently effective minimum Field Area commodity rates.  


Q.	How are the Field Area TI rates derived?


A.	The Field Area TI rates derived on Schedule J-2, page 5, are designed on a 100% load factor basis of the TFX reservation rate and the TFF mileage commodity rate.  The TFX reservation rate is a postage stamp rate and the TFF commodity rate is stated on a per 100 mile basis.  Therefore, the TFX postage stamp reservation rate is first divided by 30.4; the result is converted to a per 100 mile rate and then added to the applicable TFF/TFX commodity rate to arrive at the 100% load factor TI commodity rate on a per 100 mile basis.


Rate Schedule FDD/PDD/IDD Storage Rates


Q.	Please explain the derivation of the proposed rates for Rate Schedules FDD, PDD and IDD on Schedule J�2, Page 6.


A.	The FDD/PDD/IDD rates are derived from the storage Cost of Service allocated to the FDD/PDD/IDD services based on the storage capacity and daily deliverability reserved for FDD/PDD/IDD shippers.  The derivation of the FDD/PDD/IDD rates continues to follow the Equitable method where one-half of the storage fixed costs are assigned to a deliverability (reservation) charge, one-half to a capacity charge, and all variable costs are assigned to injection/withdrawal charges.  The reservation charge is derived using the storage daily deliverability, while the capacity charge is derived using the storage cycle capacity.  The PDD capacity charge is equal to the FDD capacity charge; therefore, in the derivation of the FDD capacity charge, the 2,000,000 Dth of Test Period PDD capacity was added to the 45,300,000 Dth of FDD capacity before deriving the FDD capacity charge.  In addition, 168,500 Dth of PDD/IDD daily deliverability and 7,740,000 Dth of IDD cycle capacity are added to the FDD daily deliverability and cycle capacity, respectively, before deriving the FDD rates. The injection and withdrawal volumes for PDD and IDD have been added to the FDD injection and withdrawal volumes before deriving the FDD injection and withdrawal rates. 


Q.	Please explain the derivation of the IDD and PDD rates.


A.	The methodology for deriving the IDD rates is the same as used to derive the currently effective IDD rates.  The IDD monthly inventory charge is a derivative of the FDD reservation and capacity charges.  The FDD reservation charge is divided by 30.4 and the capacity charge is divided by 12.  The results are added to arrive at the IDD monthly inventory charge (MIC).  The IDD and PDD injection/withdrawal charges are the same as the FDD injection/withdrawal charges.  The PDD capacity charge is the same as the FDD capacity charge and the PDD monthly inventory charge is the same as the IDD monthly inventory charge.  Finally, the PDD rollover charge is the same as the IDD rollover charge.


Other Rates


Q.  	Please explain the Gulf Coast transportation rate derivations at Schedule J-2, Page 7.


A.	Northern categorizes its Gulf Coast facilities into four areas: (1) MOPS Gathering, (2) MOPS Transmission, (3) Tivoli Downstream and (4) Other Gulf Coast.  The rates for each of the Gulf Coast areas are derived using the actual Test Period Cost of Service for each area and the Test Period billing determinants for each area. The derivation of these rates follows the SFV principles of rate design whereby the fixed costs for each area are divided by the contract MDQs and the imputed TI billing units to determine reservation rates.  The variable costs are divided by the commodity volumes to determine the firm commodity rates.  The TI rates are derived at a 100% load factor of the TFX rates by first dividing the applicable TFX reservation rate by 30.4 and then adding the applicable TFX commodity rate to arrive at the TI commodity rate.


Q.	Please explain the derivation of the stand-alone Fort Buford compression rate shown on Page 8 of Schedule J-2.


A.	The derivation shown on this sheet reflects the maximum and minimum rate to be charged for stand-alone compression services at Fort Buford, North Dakota.  The rates reflect the Test Period Cost of Service for this facility divided by Test Period throughput for this facility.


VI.	RATE DESIGN CHANGES - PROSPECTIVE


Q.	Please explain the nature of the various Pro Forma Schedule Js. 


A.	Pro Forma Schedule Js and related tariff sheets proposed to be effective prospectively reflect a proposed addition of daily TFX reservation rates, a change to the TRFs and implementation of term-differentiated rates, as well as the increased cost of service related to negative salvage. 


Q.	Please describe Northern’s proposal for deriving daily TFX/LFT reservation rates. 


A.	For the reasons described by Northern witnesses Mary Kay Miller and Kent Miller, Northern is proposing the addition of daily TFX/LFT reservation rates in the Market Area only.  They are derived by first using TRFs that are twice the new seasonal TRFs used to develop the monthly TFX/LFT reservation rates that I will describe later, and then by dividing the monthly number by 30.4 days.  These rates are effectively 50% load factor rates.  The resulting daily TFX/LFT reservation rates are shown on Tariff Sheet No. 51.  


Q.	Please describe the effect of the proposed change in TRFs shown on the Pro Forma  Schedule Js.


A.	The Pro Forma Schedule Js use the Pro Forma Cost of Service developed by Northern Witness Kissner and reflect the same Market Area and Field Area cost allocation principles underlying the March 1, 2004 rates. However, the billing determinants reflect new proposed TRFs for Northern’s Market Area and Field Area reservation rates as follows:


�
PROPOSED MARKET AREA TIER RELATIONSHIP FACTORS�
�
�
Dec, Jan, Feb�
Nov, Mar�
Apr, Oct�
May through Sept�
�
TF12 Base�
1.25�
1.25�
1.00�
0.75�
�
TF12 Variable�
1.73�
1.73�
1.00�
0.75�
�
TF5�
3.00�
0.50�
N/A�
N/A�
�
TFX/LFT-monthly�
3.00�
1.73�
1.00�
0.75�
�
TFX/LFT-daily�
6.00�
3.46�
2.00�
1.50�
�
 


The proposed TRF for TF12 Base is unchanged at 0.75 for the period of May through September.  The proposed TRF for TF12 Base is 1.0 for the period of April and October, and 1.25 for the period of November through March. The proposed TRF for TF12 Variable is 0.75 for the period of May through September, 1.0 for the period of April and October, and 1.73 for the period of November through March.  The proposed TRF for TF5 is 3.00 for the period of December through February and 0.50 for the months of November and March. The TFX TRF is 0.75 for the period of May through September, 1.0 for the months of April and October, 1.73 for the months of November and March, and 3.00 for the period of December through February.  This recognizes that the maximum monthly TFX rate is equal to the highest TF rate in effect during the applicable period.  The daily TFX/LFT TRF is 1.50 for the period of May through September, 2.0 for the months of April and October, 3.43 for the months of November and March, and 6.00 for the period of December through February.  


Q.	Does Northern propose to change the Field Area TRFs as well?


A.	Yes. Northern is proposing to change the Field Area TFF/TFX TRFs as follows:


�
Nov through Mar�
Apr, Oct�
May through Sept�
�
TFF/TFX�
1.50�
1.00�
0.50�
�



The TRFs for TFF are proposed to equal 1.5 for the period of November through March, 1.00 for the period of April and October, and 0.50 for the period of May through September.  The TFX TRFs are proposed to be the same as the TFF TRFs in the Field Area.  This is consistent with the TFX TFRs in Docket No. RP03-398-000.


Q. 	Do the total annual TRFs change as a result of this realignment?


A.	No. 


Q.	Please describe the analyses prepared to support the increase in the TF5 TRF for December through February and the TFF TRF for November through March.


A.	In its Rate Design Policy Statement, the Commission discussed several ways that a pipeline could support seasonal peak period rates.  One way discussed by the Commission was to identify, where possible, the cost of facilities that are used primarily on peak days and to directly assign such costs to peak period rates. Northern has performed a System Utilization Study that identifies compressor and pipeline usage during the winter peak period and summer off-peak period.


	System Utilization Study


Q.	What is the purpose of the System Utilization Study?


A.	The objective of the study is to identify the costs of transmission facilities used to provide winter peak period service that are above the level of costs used to provide the baseline level of service during the summer period.  The study follows the approach identified by the Commission in its rate design policy statement for designing seasonal rates. The study was performed for the Market Area and for the Field Area.  The results of the study are shown in Exhibit No. NNG-8.


Q.	Please review the overall methodology used in such study.


A.	The same methodology applies to both the Market Area and the Field Area.  First, the winter peak day and the summer peak day were identified. Second, information was gathered and analyzed to determine the weighted average percentage of compressor units and pipeline capacity used on the winter peak day and the summer peak day.  Then, the summer utilization percentage was subtracted from the winter utilization percentage and the difference was multiplied by the applicable Transmission Fixed costs, shown on Schedule J-2, pages 1 and 4, and assigned to the winter period.  Then one-half of the balance of the applicable Transmission Fixed costs that remained, which represents an amount to be assigned to both seasons, was assigned to the winter period and one-half to the summer period.  Finally, the applicable Transmission Fixed costs assigned to each season were divided by the total Test Period contract MDQ for each season. The Test Period MDQs are shown on Schedule J-1, page 1.  This produced an installed cost per MDQ for each season.  The ratio of the winter season cost per MDQ to the summer period cost per MDQ produced the winter seasonal factor.


Q.	What time period was used for the study?


A.	The study looked at system utilization for the period from October 1, 2002, through September 30, 2003.  This period matches the Base Period.  The peak day for the winter period occurred on January 22, 2003.  The peak day for the summer period was on August 18, 2003.


Q.	What data was collected for each of the peak days?


A.	Maximum system capacity was defined as the sum of all contract delivery obligations in effect at the time of the study. Mainline compressor stations relevant to the study were identified, and only those compressors in service were considered. Then, given the list of compressor stations, the compressor units at each station that were in operation on the peak days were identified.  Information collected for the peak days thus consisted of total horsepower available and total horsepower used for each station.  This data collection process was performed for the Market Area and the Field Areas.


Q.	How was the data used?


A.	The utilization calculations were divided into two categories: pipeline and compressor.  Pipeline utilization was calculated as the ratio of total throughput volume to maximum contract delivery obligations.  Compressor utilization was calculated as the ratio of the horsepower of the actual compressor units utilized to the total horsepower available.  The pipeline and compressor utilization percentages were calculated for the winter peak day and the summer peak day.  


Q.	How are pipeline and compression utilization percentages combined into average winter and summer utilization percentages?


A.	The combination is accomplished by using weighting factors based on the ratio of the cost of service of the pipeline facilities to the cost of service of the compression facilities.  The weighting factors are applied to the utilization percentages to combine pipeline capacity and compression units into a unified system utilization percentage.


Q.	How do the results of the System Utilization Study support increased seasonality in the TF5 TRF for December through February and the TFF TRF for November through March?


A.	As shown on Page 1 of Exhibit No. NNG-8, the results from this study support a winter TRF for the Market Area as high as 3.79.  In a similar manner, the System Utilization Study results for the Field Area support a winter TFF TRF as high as 2.53.  However, Northern has proposed lower TRFs, which, as discussed by Northern Witness Kent Miller, increase the seasonality of Northern's rates, but stay within the existing annual TRFs.


�
	Term-Differentiated Rates


Q.	What rate design changes are being proposed for implementation on a prospective basis?


A.	As described by Northern Witness Mary Kay Miller, Northern is proposing to implement term-differentiated rates on a prospective basis.  The Pro Forma  Schedule Js show the derivations of three sets of term-differentiated rates that result from the three Pro Forma Cost of Services developed by Northern Witness Kissner. The Pro Forma Schedule Js use the TRFs proposed to be effective prospectively. 


Fuel Methodology Changes


Q.	What tariff revisions are being made to address the changes to the fuel methodology described by Northern Witness Kent Miller?


A.	Pro Forma Tariff Sheet Nos. 300-301C have been revised to propose that fuel and UAF percentages in the annual PRA be developed using a 3-year averaging method, and also describe the development and applicability of the Field Area Mainline fuel percentages to the MidContinent and Permian Mainline and Lateral fuel retention areas. 


Q.	Please describe the provisions related to developing fuel and UAF percentages using a 3-year averaging method. 


A.	The change to a 3-year averaging method merely involves taking the sum of the most recent three-year fuel and UAF volumes and dividing the total by the sum of three years of the applicable throughput volumes.  


Q.	How does Northern propose to implement the 3-year averaging method? 


A.	Northern Witness Mary Kay Miller describes the phased-in approach to the 3-year averaging method.  


Q.	Please describe the proposed provisions related to the development and applicability of the Field Area fuel percentages to the MidContinent and Permian mainline and lateral fuel retention areas. 


A.	Northern proposes to modify the current methodology used to develop the Field Area mainline fuel percentages by splitting each of the current mainline fuel retention sections, MIDs 1-7 and MIDs 8-16B, into two categories: Mainline and Lateral Fuel Retention Areas.  The fuel associated with the Mainline will be that used at the compressor stations that are on the pipelines that run from the Kermit compressor station located in Winkler County, TX to the Demarcation point at the inlet to the Clifton compressor station in Clay County, KS (“Kermit to Demarc Line”).  The Permian Mainline fuel retention area will be comprised of the Mainline stations in MIDs 1-7.  The MidContinent Mainline fuel retention area will be comprised of the Mainline stations in MIDs 8-16B.  The Permian Lateral fuel retention area will be comprised of the compressors in MIDs 1-7 that are not on the Kermit to Demarc Line. The MidContinent Lateral fuel retention area will be comprised of the compressors in MIDs 8-16B that are not on the Kermit to Demarc Line.  A diagram showing the new fuel retention areas is shown on Exhibit No. NNG 9 and the Mainline stations and points are identified on Exhibit No. NNG 10.


Q.	Please continue with the description of the revised Field Area mainline fuel methodology.


A.	Conceptually, the methodology is similar to the current methodology in that mainline fuel percentages in the retention areas will be derived by dividing the fuel used in the retention area by the throughput in the retention area.  The 3-year averaging method is a part of the proposed change.


Q.	Northern currently has a number of points listed on Tariff Sheet No. 54A where transactions are exempt from all or a portion of fuel.  Are any changes proposed? 


A.	The delivery point exemptions listed under paragraphs “A” and “C” of Sheet No. 54A would be unchanged. Under the new methodology, the receipt point exemptions listed under paragraph B with deliveries in MIDs 1-7 would continue to be exempt from the Mid-Continent Mainline fuel and would be exempt from Permian Mainline fuel. If deliveries in MIDs 1-7 were on a Permian lateral line, then the transaction would also be subject to only the Permian Lateral fuel.  The reason for this is that the transaction is for the most part a backhaul, but the delivery on the lateral line is likely to have caused compression to be used.


Q.	Have you developed Pro Forma fuel retention rates?


A.	Yes. Pro Forma Tariff Sheet Nos. 61 and 62 contain the Pro Forma fuel retention rates.  The Pro Forma fuel retention rates use the new mainline fuel methodology and the same fuel and throughput data that Northern used to develop the June 1, 2003, fuel retention rates under the current fuel methodology, that was filed on May 1, 2003.  The actual fuel retention rates that will be implemented will be based upon the most recent PRA period subsequent to Commission approval of the new mainline fuel methodology.  The derivations of the Pro Forma fuel retention rates are found on Exhibit No. NNG-11.


Q.	Are there any proposed changes to the Field fuel methodology in the Field Area?


A.	Northern is not proposing to change the methodology for Field fuel but is proposing to split the fuel at the Hugoton and Sublette compressor stations between Mainline fuel and Field fuel.  Currently, all of the fuel at each station is designated as Mainline fuel.


Q.	Why is Northern proposing this change?


A.	These two stations have compressor units, and associated fuel use, that can be identified as providing compression for field service or providing compression for mainline service.  Therefore, it is appropriate to assign the fuel that is used to provide field compression service to the Field fuel rate.


Q.	What is the impact of the fuel split?


A.	Based on current PRA period data, the fuel volumes at the Hugoton and Sublette compressor stations that are used for field compression service are shown on Exhibit No. NNG-12.  Since this proposal is prospective, the ultimate volume used will be the actual volume from the applicable PRA period.


Rates for Small Volume No-Notice Service (“SVNN”)


Q.	Please explain the derivation of rates for the new service SVNN described by Northern Witness Kent Miller.


A.	The rates for SVNN are derived on Pro Forma-A Schedule J-2, pages 14 and 15.  Page 14 shows the derivation of rates for SVNN shippers with Market Area delivery points.  Page 15 shows the derivation of rates for SVNN shippers with Field Area delivery points.  The SVNN reservation rates are derivatives of the TFX reservation rates and the FDD reservation and capacity rates.  I will discuss the particulars of the SVNN rate schedule later in my testimony.


Q.	How is the storage component of the SVNN rate derived?


A.	The storage component of the SVNN rate reflects use of the FDD reservation and capacity rates.  The storage capacity associated with SVNN reflects 20% of the SVNN contract MDQ.  Therefore, 20% of the FDD reservation and capacity rates are combined with the TFX rates to derive the SVNN reservation rates.


Q.	How are the SVNN commodity rates derived?


A.	The SVNN commodity rates use the TFX/TI commodity rates for billing the transportation service and use the FDD/IDD capacity, injection and withdrawal charges for billing the balancing service.  The Daily Balancing Fees use the FDD/IDD injection/withdrawal charges for swings within +/- 20% of the scheduled volume and the combination of the FDD/IDD injection/withdrawal charges and the IDD capacity charge for swings greater than +/- 20% of the scheduled volume.  The Monthly Balancing Account Charge equals the IDD capacity charge and the Annual Balancing Charge equals the FDD capacity charge. 


Q.	Have costs been allocated to SVNN?


A.	Yes. It is assumed that service under this rate schedule would result from small volume customers switching from GS-T, TF or TFX service and FDD or IDD service to SVNN.  However, because costs have already been allocated to those services, new subscription of SVNN does not result in Northern obtaining incremental revenue.


Out-of-Balance Rates for Billing Simplification


Q.	Please describe Northern’s proposal to change its commodity billing process. 


A.	Northern Witness Mary Kay Miller describes Northern’s proposal to simplify its commodity billing process and establish average out-of-balance rates for the Market Area and Field Area. Out-of-balance rates are the commodity rates Northern bills when a shipper has taken more volumes at its delivery point than the volumes it has scheduled. Since Northern’s commodity rates in the Field Area are mileage-based, it is necessary to effectively assign a receipt point to these out-of-balance volumes to establish a commodity rate to bill.  Northern proposes to develop one Field Area out-of-balance rate for firm service and three for interruptible service, since interruptible rates reflect seasonal differences.  


Q.	How are the Field Area out-of-balance rates to be developed?


A.	Northern proposes to calculate the rates by using the proposed Field Area firm and interruptible mileage rates, which are stated in 100-mile increments, and use the average miles of haul in the Field Area that was produced by the mileage study I described earlier. 


Q.	How are the Market Area out-of-balance rates to be developed?


A.	The Market Area out-of-balance rates will simply be equal to the Market Area firm and interruptible postage stamp commodity rates, since those rates apply to every Market Area transaction.  There are different seasonal Market Area interruptible rates. 


VII.	TARIFF REVISIONS


PRIMARY CASE – TARIFF REVISIONS TO BE EFFECTIVE MARCH 1, 2004 


Q.	Please describe other tariff revisions that Northern proposes to be effective March 1.


A.	The tariff revisions I will describe include the following:


	·	Revisions to the gas quality specifications for oxygen and carbon dioxide;


Clarification of the FDD ROFR process;


	·	Miscellaneous clarifying  revisions. 


Revisions to Gas Quality Specifications


Q.	Please describe Northern’s tariff provisions for the revisions to the gas quality specifications for oxygen and carbon dioxide. 


A.	Northern is proposing to revise Section 44 (Quality) by changing the gas quality specifications for oxygen from 0.02% by volume to 0.002% by volume, and carbon dioxide from 2% by volume to 1% by volume.  The reasons for these revisions are provided in the testimony of Northern Witness Mary Kay Miller.  The tariff language for this proposal is found on Tariff Sheet No. 281. 


Clarification of the FDD ROFR Process


Q.	Please describe Northern's tariff provisions for the clarification of the FDD ROFR process. 


A.	Northern is proposing clarifications of the ROFR tariff language for the reasons provided by Northern witness Kent Miller. The tariff revisions for this proposal are found on Tariff Sheet Nos. 298 and 299A.  


	Other Miscellaneous Changes


Q.	Please describe the other miscellaneous proposed changes to Northern's tariff provisions.


A.	Northern is revising Tariff Sheet No. 309 to remove provisions that are not currently effective.  This tariff sheet simply provides a reference list of tariff provisions in other sections of the tariff that Northern and a shipper can negotiate.  The provision related to extending an expansion shipper’s contract is being removed because Northern withdrew the provision in Docket No. RP03-398.  The provision related to gas treating is being removed because Northern’s proposal is being treated as a prospective proposal in Docket No. RP03-398-000 and in this proceeding.  (See Pro Forma Sheet No. 309) 


	PROSPECTIVE TARIFF PROPOSALS


Q.	Please describe other Pro Forma tariff revisions that Northern proposes to be effective on a prospective basis.


A.	The prospective tariff revisions I will describe include the following:


	·	Small Volume No-Notice Service under Rate Schedule SVNN;


Changes to the Nomination Provision;


Small Customer DDVC Tolerance;


Overrun service at specific delivery points; 


Clarification of the qualifications for a delivery point in the Market Area to be part of an Operational Zone and to have a minimum MDQ of 50 MMBtu/day;


Allowing Northern to be reimbursed by a shipper for any costs related to treating non-pipeline quality gas upon agreement of the parties; and


Other miscellaneous revisions to incorporate the earlier references to proposed changes in rate design.


Small Volume No-Notice Service 


Q.	What tariff provisions address the new SVNN described by Northern Witness Kent Miller?


A.	A new Rate Schedule SVNN has been added to the tariff on Pro Forma Sheet Nos. 165-174, and on the form of service agreement on Pro Forma Sheet Nos. 400, 402, 403 and 404.  The rates for SVNN have been added to new Pro Forma Sheet Nos. 57.  I described the derivation of the SVNN rates previously.  SVNN is a firm transportation service that also provides for daily balancing.  It differs from Northern’s TF/TFX services in that: (1) it is available only to shippers with total firm requirements of 5,500 Dth per day or less, (2) it combines the aspects of transportation and balancing services into a single service under a single contract, and (3) all of the shipper’s requirements are served by the SVNN service.  The new SVNN will not impact existing firm shippers under the TF/TFX Rate Schedules.  As provided in the SVNN Rate Schedule, the SVNN shippers will have the same receipt and delivery point flexibility as other firm services.  SVNN shippers will have first priority for scheduling at their primary receipt and delivery points.  Other SVNN references are found on Tariff Sheet Nos. 277 and 308. 


Changes to the Nomination Provision 


Q.	Please describe Northern's tariff provision for nominations of Market Area and Field Area capacity. 


A.	Northern Witness Mary Kay Miller describes Northern’s proposal to simplify its commodity billing process and establish average out-of-balance transportation rates for the Market Area and Field Area.  To accomplish this simplification, TF and TFX shippers will need to nominate their Field Area capacity separately from their Market Area capacity.  Tariff Sheet No. 258 has been revised to provide for this separate nomination.


	Small Customer DDVC Tolerance


Q.	What is Northern's tariff provision change in the Small Customer DDVC tolerance? 


A.	Northern Witness Kent Miller describes a change in the Small Customer DDVC tolerance that provides that the tolerance cannot be greater than one-half of the Small Customer’s total aggregate contract MDQ.  Tariff Sheet Nos. 290 and 291 have been revised to reflect this change.


Overrun Service at Specific Delivery Points 


Q.	Please describe Northern's tariff provisions for overrun service at specific delivery points. 


A.	Northern Witness Kent Miller describes the proposal for modifications to tariff provisions addressing overrun service at specific delivery points.  The provisions are shown on Sheet Nos. 104, 120, 125D and 160.


Clarification of Operational Zone Delivery Points and Minimum MDQ


Q.	Please describe Northern’s tariff provisions for the clarification of the qualifications for a delivery point in the Market Area to be part of an Operational Zone and the provision for these points to have a minimum MDQ of 50 MMBtu/day assigned to them. 


A.	Northern witness Kent Miller describes Northern’s proposed tariff provisions related to these Operational Zone provisions. The tariff revisions for these proposals are found on Tariff Sheet No. 259.  


Treating Non-pipeline Quality Gas 


Please describe Northern’s tariff provisions related to modifications for treating non-pipeline quality gas.


Northern is proposing to add a provision to Section 44 (Quality) that would allow Northern and a shipper to agree that, to the extent Northern agrees to treat gas on behalf of a shipper in order to meet the gas quality specifications in its tariff, Northern may condition receipt of the shipper’s gas on the shipper’s agreement to reimburse Northern for the costs incurred associated with such treating activities.  The tariff language for this proposal is found on Tariff Sheet Nos. 281 and 309.


	Other Changes to Incorporate Pro Forma Rate Design into Tariff


What other tariff changes were necessary to incorporate Northern’s Pro Forma rate design?


A.	Northern is proposing the following changes to its tariff to incorporate its Pro Forma rate design:  1) rate schedules and GT&C references associated with Term Differentiated Rates are found on Tariff Sheet Nos. 107, 121, and 206A; 2) the definition for the proposed Tier Relationship Factors is found on Tariff Sheet No. 206; 3) references on rate schedules for the out-of-balance transportation rates are found on Tariff Sheet Nos. 108, 122, 125E, 126, 130, and 162; 4) references on rate schedules for proposed fuel charges are found on Tariff Sheet Nos. 109, 124, 125E, 132, and 163; and 5) references on Tariff Sheet Nos. 121 and 125D for the daily TFX/LFT reservation rates.


Q.	Does this conclude your Prepared Direct Testimony?


A.	Yes.�
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Subscribed and sworn to before me, a Notary Public in and for the state of Nebraska, this ______ day of ________________ 2004.





(Seal)





					_____________________________


						     Notary Public





�PAGE  �37�


		























