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Q.
Please state your name and business address.
A.
My name is Mark A. Mickelberg and my business address is 825 Rice Street, St. Paul, Minnesota 55117.

Q.
By whom are you employed and in what capacity?
A.
I am employed by Viking Gas Transmission Company (Viking) as Manager of Technical Services.

Q.
Briefly describe your educational and professional background.
A.
I received my Bachelor of Science Degree in Industrial Technology, Manufacturing Engineering.  I have worked for Viking since 1993.  Prior to working for Viking, I was employed by Northern States Power Company for nine years holding positions in Plant Engineering and Gas Distribution Engineering. Prior to my employment by Northern States Power Company, I was employed by Northern Natural Gas for ten years holding positions in Area Operations and Corporate Engineering.

Q.
Briefly describe the purpose of your testimony in this proceeding.
A.
I will discuss the update to the cost of retirement study that was originally performed by Mr. Hussein Sallak of Fluor Daniel Williams Brothers in 1998. I performed this update at Mr. Jablonske’s request to revise the estimated costs of retiring Viking’s transmission pipeline and laterals, transmission compressor stations, and transmission meter stations.  



Q.
Describe the pipeline and facilities addressed by your estimated retirement cost study?

A.
Viking is an interstate natural gas pipeline company operating in Minnesota, North Dakota, and Wisconsin comprised of 496 miles of 24-inch diameter mainline with 94 miles of additional 24-inch mainline looping.  The system includes 82 miles of lateral lines ranging from 8-inch to 3-inch diameters.  Viking operates eight compressor stations with 29 compressor units (23 reciprocating and 6 turbines) totaling 68,950 horsepower and 54 meter stations.  See Exhibit No. VGT-14 for a system map depicting Viking’s facilities.

Q.
Based on your study, what are Viking’s estimated retirement costs?
A.
The estimated retirement costs of Viking’s pipeline, compressor stations and meter stations is $30,463,000.  See Exhibit No. VGT-14.  Exhibit No. VGT-14 details the various calculations that I performed to update the cost of retirement estimate.  Mr. Sallack’s 1998 cost of retirement study is attached as Exhibit No. VGT-15.

Q.
Briefly describe how you updated the cost of retirement study.
A.
I adjusted the costs of demolishing and abandoning Viking’s pipeline, compressor stations and meter stations to include costs for new facilities that have been added to the Viking system since 1998.  I then adjusted these costs by an inflation factor of 1.066. An inflation rate of 6.6% was calculated by Dr. Kilpatrick, as reflected in his direct testimony, based on the Producer Price Index data published by the Bureau of Labor and Statistics from 1998 to 2000. To this cost, I credited the salvage value of the removed material and revenues resulting from the sale of the land.  These credits were also similarly adjusted for new facility additions and inflation.  I discuss these estimates in greater detail below.

Q.
How did you determine the pipeline addition adjustments?
A.
I used the ratio of the installed pipeline mileage of Viking’s system in 2001 to the installed pipeline mileage of the system in 1998 for the various sizes of pipe diameters.  For example, in 1998, the Viking system consisted of 534.63 miles of 24-inch mainline .  In 1999, 44.98 miles pipe was installed and, in 2001, 5.64 miles was installed, bringing the total installed 24-inch mileage to 585.25 miles.  Therefore, a mainline adjustment ratio of 585.25/534.63 (or 1.0947) was used to determine the retirement cost increase and the material salvage credit adjustment to the original study. This same process was used to determine the mileage adjustments of the 8, 6, 4, and 3 inch lateral pipelines.

Q.
How did you determine adjustments to facilities for meter stations and compressor stations?
A.
I used the actual number of meter stations, categorized by size, that were added to Viking’s system since 1998 to adjust both the retirement cost and the material salvage credit.  This included using the same meter size categories as were used in the 1998 study, along with the corresponding retirement cost or material salvage credit for the same size meter.  For example, Viking added two 4-inch single run meter stations in both 2000 and 2001 for a total addition of four meter stations.  The 1998 retirement cost estimate for this size meter station was $19,920, therefore, the retirement cost was increased by $79,680.  This same methodology was used to determine the adjustment for meter station material salvage.




I made no adjustments for compressor station facilities since no new compression facilities were added from 1998 to 2001.

Q.
How did you determine the inflationary adjustment for both retirement costs and material salvage credits?
A.
Dr. Kilpatrick used Producer Price Index (“PPI”) data obtained from the United States Bureau of Labor and Statistics website to calculate an inflation rate of 6.6%.  The inflation factor of 1.066 was multiplied by the facilities adjusted retirement costs and material salvage credits to determine the final revised costs and credits.

Q.
How did you determine the credit for the sale of land?
A.
Market values of properties based on assessed values by counties were determined by adjusting the 1998 study for additional property purchases.

Q.
Describe any cost contingency.
A.
A cost contingency of fifteen percent was used to reflect uncertainty over the overall scope of the project and the accompanying costs for such a project. 
Q.
Why did you use a fifteen percent contingency?
A.
Our standard range of contingencies is from ten percent to twenty-five percent.  The ten percent contingency is only used when the final specifications are complete and bid prices have been obtained from the suppliers and contractors.  I chose to use a fifteen percent contingency which is the minimum contingency that we normally use when final specifications have not been generated, contractor bids have not been obtained, and unforeseen cost items, such as asbestos abatement, cathodic protection removal, and adverse weather conditions, have not been covered.

Q.
Does this conclude your testimony?

A.
Yes.
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