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Thunder Bay Pipeline Company
Cost / Volume Variance Analysis

($000)

U-10782 TB-19 (MCC-8) TB-18 (MCC-7)
Original Based on Original Rate Setting Method, Based on Original Rate Setting Method

Original Period and Revised Reserves New Period and Revised Reserves
Line No. Rate Volume Chg. COS Change Rate Volume Chg. COS Change Rate

(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7) (Col. 8)

1 Return and Taxes 0.024$         0.016$         -$            0.040$        (0.002)$       -$            0.038$         
2 Operations and Maintenance Expenses - Net 0.001$         0.001$         -$            0.002$        0.005$         0.001$        0.008$         
3 Depreciation Expense 0.013$         0.016$         -$            0.029$        0.035$         -$            0.064$         
4 Single Business Tax Adjustment for Depreciation (0.001)$        0.001$         -$            -$            0.001$         -$            0.001$         
5 Property Taxes 0.004$         0.002$         -$            0.006$        0.007$         (0.007)$       0.006$         
6 Other 0.003$         (0.003)$       -$            -$            -$            -$            -$             
7 Total Cost of Service 0.044$         0.033$         -$            0.077$        0.046$         (0.006)$       0.117$         

TB-17 (MCC-6)
Projected Cost of Service,

New Period and Revised Reserves
Volume Chg. COS Change Rate

Volume / Cost of Service Reconciliation

8 Return and Taxes -$             0.020$         0.058$            Original Rate 0.044$         
9 Operations and Maintenance Expenses -$             0.012$         0.020$            Rate Change Due To:

10 Depreciation Expense -$             0.025$         0.089$              Reserves/ Volume Changes 0.079$         
11 Single Business Tax Adjustment for Depreciation -$             0.001$         0.002$              Cost of Service Changes 0.048$         
12 Property Taxes -$             (0.004)$       0.002$                      Revised Rate Proposed 0.171$         
13 Other -$             -$            -$            
14 Total Cost of Service -$             0.054$         0.171$        
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Cost of Service Derivation
($ in 000's)

Line Description 2006 2007 2008 2009 2010 Source

1 Average Net Plant 5,834$    4,925$       4,109$       3,375$       2,710$       Pg. 2 Ln 16
2 Rate of Return 11.58% 11.58% 11.58% 11.58% 11.58% Exh. S-2
3 Return & Income Taxes 676$       570$          476$          391$          314$          Lines 1 * 2

4 O&M Expense 462$       487$          495$          505$          515$          Exh. TB-17, pg. 1, Ln 3
5 Depreciation Expense 1,177$    1,027$       888$          775$          678$          Pg. 2, Ln 7
6 MSBT Adj for Depreciation @ 1.90% 22$         20$            17$            15$            13$            Ln 5* 1.9%
7 Property Taxes 37$         34$            32$            30$            29$            Exh. TB-17, pg 4, Ln 1
8 Total Cost of Service  (1) 2,374$   2,138$      1,908$      1,716$      1,549$       Total, Lines 3 through 7

(1) Before revenue offsets.  See Exhibit TB-22 (MCC-11)
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Projected Depreciation Expense & Net Plant
2005 - 2010
($ in 000's)

Line Description 2005 2006 2007 2008 2009 2010 Source

A. Depreciation Expense & Accumulated Depreciation

Depreciation Rate
1 Restated Net Plant (Gross Plant - Accumulated Depr.) 7,677$   (1) Pg. 3, Ln 11, 2005
2 Expected Vol., 2006-2025 (Remaining Reserves) 119,217 Exh. TB-8
3 Unit of Trans Depr. Rate / Mcf 0.0644$ 0.0644$     0.0644$     0.0644$     0.0644$     0.0644$     Ln1 / Ln 2
4 Transportation Volume, projected 18,197       15,875       13,715       11,963       10,451       Exh. TB-8
5 Depreciation Expense 1,172$       1,022$       883$          770$          673$          Ln3 * Ln 4
6 Asset Retirement Cost 5$              5$              5$              5$              5$              Exh. TB-17, Ln 5
7 Total Depreciation Expense 1,177$      1,027$      888$          775$         678$         Lns 5 + 6
8 Incremental Accumulated Depr. Since 12/31/2005 1,177$       2,204$       3,092$       3,867$       4,545$       Ln 8, prior yr + Ln 7

B. Adjusted Net Plant  (2)

9 Restated Net Plant (gross Plant - Accumulated Depr.) 7,677$   (1) Pg. 3, Ln 11, 2005
10 LESS:  Accumulated ARO through 12/31/05 190$      Pg. 4, Ln 8, 2005
11 Net Plant LESS Accum. ARO @ 12/31/05 7,487$   7,487$       7,487$       7,487$       7,487$       7,487$       Ln 9 - Ln 10
12 LESS:  ARO Incremental Liability (3) 12$            24$            36$            48$            60$            @ $12 / yr as per Exh TB-13, pg. 2, Ln 9
13 LESS:  Incremental Accumulated Depreciation (3) 1,177$       2,204$       3,092$       3,867$       4,545$       Ln 8
14 LESS:  DFIT Liability 1,174$   943$          764$          635$          544$          488$          Pg. 5, Ln 8; sign reversed
15 Adjusted Net Plant 6,313$   5,355$       4,494$       3,724$       3,027$       2,393$       Ln 11 less Lns 12 thru 14
16 Average Adjusted Net Plant 5,834$      4,925$      4,109$       3,375$      2,710$      Avg. of beg. & ending balances, Ln 15

(1)  @ 12/31/05
(2)  Used for return component of cost of service.  See pg. 1
(3)  since 12/31/05
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Net Plant
Through 2005 Projection

($000)

@ 12/18/97
Purchase

Line Description 1996/1997 1998 1999 2000 2001 2002 2003 2004 2005 Source

Gross Plant
Beg. Balance

1 Pipeline (1) 10,145     10,393      10,430      10,868      10,902      10,902      10,902      10,902      10,902      (2)
2 Non-Pipeline -$         -$          -$          -$          -$          -$          106$         106$         106$         Exh TB-12, Ln 2
3   Total 10,145$   10,393$    10,430$    10,868$    10,902$    10,902$    11,008$    11,008$    11,008$    Lns 1 + 2

Net Additions
4 Pipeline -$         248$         37$           438$         34$           -$          -$          -$          -$          Exh TB-12, Ln 4
5 Non-Pipeline -$         -$          -$          -$          -$          -$          106$         -$          -$          Exh TB-12, Ln 5
6   Total -$         248$         37$           438$         34$           -$          106$         -$          -$          Lns 4 + 5

End Balance
7 Pipeline 10,145$   10,641$    10,467$    11,306$    10,936$    10,902$    10,902$    10,902$    10,902$    Lns 1 + 4
8 Non-Pipeline -$         -$          -$          -$          -$          -$          212$         106$         106$         Lns 2 + 5
9   Total Gross Plant 10,145$   10,641$    10,467$    11,306$    10,936$    10,902$    11,114$    11,008$    11,008$    Lns 7 +8

10 LESS:  Accumulated Depreciation 572$        985$         1,410$      1,785$      2,133$      2,455$      2,787$      3,070$      3,331$      Pg 4, Ln 6
11 Net Plant 9,573$    9,656$     9,057$     9,521$     8,803$      8,447$     8,327$     7,938$     7,677$     Ln 9 - Ln 10

12 (1) 1997 balance as per books of Thunder Bay LLC (seller of pipeline to Thunder Bay Gathering Company) @ 12/18/97:
($000)

13 Thunder Bay Pipeline LLC, Property, Plant & Equipment 16,048$    
14 LESS:  Hubbard Lake Plant 3,812$      
15 LESS:  Deferred Asset Valuation Allowance 2,091$      
16 Adjusted pipeline, gross plant 10,145$   

17 Source:  Thunder Bay Pipeline, LLC, Schedule of Depreciable Equipment & Trial Balance, both provided in response to AYD-5.

18 (2) Line 9, prior year
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Depreciation
Through 2005 Projected

($ in 000's)

@ 12/18/97
Purchase

Line Description 1996/1997 1998 1999 2000 2001 2002 2003 2004 2005 Source
(1)

Depreciation Expenses & Accumulated Depr.
1 Transportn Volumes 43,975    31,792    32,674    28,887    26,723    24,833     22,921    21,333    19,737    Exh. TB-8
2 Depreciation Rate 0.013$    0.013$    0.013$    0.013$    0.013$    0.013$     0.013$    0.013$    0.013$    Exh. Tb-13, Ln 23
3 Depreciation Exp. 572$       413$       425$       376$       347$       323$        298$       277$       257$       Lns 1 * 2
4 ADD:  Asset Ret Cost Amort. 34$         5$           5$           Exh. Tb-13, pg2, Ln 6
5 Adjusted Depr. Exp. 572$       413$       425$       376$       347$       323$        332$       282$       262$       Lns 3 + 4

6 Accumulated Depreciation 572$       985$       1,410$    1,785$    2,133$    2,455$     2,787$    3,070$    3,331$    Line 6 prev yr + Ln 5

Asset Retirement Obligation
7 Asset Retirement Obl. 167$       11$         12$         Exh. TB-13, pg2, Ln9
8 Accumulated ARO 167$       178$       190$       Ln 8 prev yr + Ln 7

9 (1) 1996 and 1997 Accumulated Depreciation based on Case No. U-10782 authorized depreciation rates rather than booked tax depreciation.

10 Source:  Thunder Bay Pipeline, LLC, Schedule of Depreciable Equipment & Trial Balance, both provided in response to AYD-5.



Case No: U-14672
Witness: M. C. Cieslak
Exhibit: TB-21 (MCC-10)
Page: 5 of 5

Deferred Federal Income Tax LIABILITY
1998 - 2010 (Projections after 2004)

($ in 000's)

Line Description 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Source

Depreciation Tax/Book Differences
1 Book Depreciation 413$     425$     376$     347$     323$     298$     277$      257$       1,177$   1,027$   888$       775$      678$        
2 Tax Deporeciation 1,276$  797$     766$     736$     685$     637$     593$      590$       517$      517$      517$       517$      517$        
3 Book - Tax (863)$   (372)$   (390)$   (389)$   (362)$   (339)$   (316)$     (333)$     659$      510$      371$       258$      161$        
4 FIT Rate 35% 35% 35% 35% 35% 35% 35% 35% 35% 35% 35% 35% 35%
5   DFIT due to Bk/Tx Depr Differences (302)$   (130)$   (137)$   (136)$   (127)$   (119)$   (110)$     (117)$     231$      178$      130$       90$        56$          

6 Other Tax/Book Differences (61)$     57$       9$         (12)$     102$     (37)$     (54)$       -$       -$       -$       -$        -$       -$         

DFIT
7 Total Change in DFIT Liability (363)$   (73)$    (128)$  (148)$  (25)$    (156)$  (164)$    (117)$    231$     178$     130$      90$       56$         
8 Accumulated DFIT Liability (363)$   (436)$   (564)$   (712)$   (737)$   (892)$   (1,057)$  (1,174)$  (943)$     (764)$     (635)$      (544)$     (488)$       

(1) Tax Depreciation
Gross Plant @ 12/31/2005 11,008$ 11,008$ 11,008$  11,008$ 11,008$   Exh. S-1, pg. 3 / TB-21, pg 3
Tax Depreciation Rate 4.70% 4.70% 4.70% 4.70% 4.70% Exh. TB-17, pg 2, line 9
Tax Depreciation 517$     517$     517$      517$     517$       

(2) Negative figures increase DFIT liability, positive figures reduce it.
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THUNDER BAY GATHERING COMPANY
CALCULATION OF TRANSPORTATION RATE

$(000s Omitted)

Year 1 Year 2 Year 3 Year 4 Year 5
Line Description 2006 2007 2008 2009 2010 Source

1 Total Cost of Service 2,374$      2,138$       1,908$       1,716$       1,549$       Exhibit TB-21 (MCC-10), pg 1, Line 8
LESS:

2 Receipt Point Fees 178$         178$          178$          178$          178$          Exhibit TB-17 (MCC-6), pg 1 33 meters * $450 * 12
3 Administrative Chg Revenues 36$           36$            36$            36$            36$            Exhibit TB-17 (MCC-6), pg 1 10 cust * $300 * 12
4 Net Cost of Service 2,160$     1,924$      1,694$      1,502$      1,335$       Line 1 - Line 2 - Line 3

5 Present Value Cost of Service 1,990$     1,633$      1,325$      1,082$      886$          Below
6 Total Present Value Cost of Service 6,916$      Sum of Line 5

Throughput
7 Projected Annual Trans. Vol. MMcf 18,197      15,875       13,715       11,963       10,451       Exh. TB-8 (ED-8)

Levelized Rate and Revenue
8 5 yr Levelized Rate $/Mcf 0.1224$    0.1224$     0.1224$     0.1224$     0.1224$     Solve for
9 Total Revenues 2,227$     1,943$      1,679$      1,464$      1,279$       Line 7 * Line 8

10 Present Value Revenues 2,052$     1,649$      1,313$      1,055$      849$          Below
11 Total Present Value Revenues 6,918$      Sum of Line 10

Present Value Cost of Service Development
From To

Year Discount Rate 1 + Disc. Disc. Fctr Line 4 Line 5
1 0.0854 1.0854 0.9213       2,160$       1,990$       Discount Rate from
2 0.0854 1.0854 0.8488       1,924$       1,633$         Exhibit S-2 (BB-1)
3 0.0854 1.0854 0.7820       1,694$       1,325$       
4 0.0854 1.0854 0.7205       1,502$       1,082$       
5 0.0854 1.0854 0.6638       1,335$       886$          

6,916$      
Present Value Revenue Development

From To
Year Discount Rate 1 + Disc. Disc. Fctr Line 9 Line 10

1 0.0854 1.0854 0.9213       2,227$       2,052$       Discount Rate from
2 0.0854 1.0854 0.8488       1,943$       1,649$         Exhibit S-2 (BB-1)
3 0.0854 1.0854 0.7820       1,679$       1,313$       
4 0.0854 1.0854 0.7205       1,464$       1,055$       
5 0.0854 1.0854 0.6638       1,279$       849$          

6,918$      
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DOCUMENT REQUESTS AND REQUESTS FOR ADMISSIONS 
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Request for Production No 12 
 
PLEASE PROVIDE WORKPAPERS AND OTHER SUPPORTING DOCUMENTS 
DETAILNG THE IMPACT OF 1996 AND 1997 REVENUES THAT MR. SHUMWAY�S 
TESTIMONY REFERENCES ON MR. CIESLAK�S COST OF SERVICES ANALYSIS 
 
A. There are no documents responsive to this request.  To the extent the request seeks 

creation of a new document, Intervenors object to the request. 
 

Answered by Mr. Shumway and by Counsel 
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Request for Production  No. 1 
 
PLEASE PROVIDE MAPS THAT SHOW THE PRODUCTIVE LIMITS OF THE 
NORTHERN MICHIGAN ANTRIM TREND. 
 
A. Intervenors do not appear to have in their possession any document responsive to this 

request for production.  In the event that Intervenors discover such a document, they will 
promptly supplement this response.  To the extent the request calls for creation of a new 
document, Intervenors object to the request. 

 
Answered By: Counsel 
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Request for Production No. 2 
 
PLEASE DOCUMENT ON A MAP WHERE YOU BELIEVE ADDITIONAL 
COMMERICALLY VIABLE ANTRIM WELLS CAN BE DRILLED. 
 
A. Intervenors do not appear to have in their possession any document responsive to this 

request for production.  In the event that Intervenors discover such a document, they will 
promptly supplement this response.  To the extent the request calls for creation of a new 
document, Intervenors object to the request.  

 
Answered By: Counsel 
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Request for Production No. 5 
 
PLEASE PROVIDE ALL DOCUMENTS THAT MR. MUNKRES RELIES UPON FOR HIS 
ASSERTION (PAGE 2 OF HIS TESTIMONY) THAT DOMINION HAS 180 BCF OF 
RESERVES THAT COULD FLOW ON THE THUNDER BAY PIPELINE. 
 
A. See Attached. 
 

Answered by Mr. Terrill Munkres 
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Request for Production No. 7 
 
PLEASE PROVIDE MAPS THAT SHOW WHERE NEW WELLS WILL BE DRILLED TO 
PRODUCE THE 180 BDF OF �RESERVES� 
 
A. See attached. 
 

Answered By Mr. Terrill Munkres and by Counsel 
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Request for Production No. 8 
 
PLEASE PROVIDE ALL MAPS THAT SHOW THE NORTHERN PRODUCTIVE LIMIT OF 
THE ANTRIM FORMATION. 
 
A. See response to Request for Production No. 1 
 

Answered by Counsel 
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Request for Production No. 9 
 
PLEASE PROVIDE ALL MAPS THAT SHOW THE SOUTHERN PRODUCTIVE LIMIT OF 
THE ANTRIM FORMATION. 
 
A. See response to Request for Production No. 1 
 

Answered by Counsel 
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Interrogatory No. 14 
 
HAS MR. WOLTZ EVER COMPLETED A P/Z ANALYSIS FOR AN ANTRIM SHALE 
WELL? 
 
A. No. 

 
Answered by Mr. Woltz 
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Request to Admit No. 1 
 
PLEASE ADMIT THAT PRODUCTION IN THE THUNDER BAY AREA PEAKED IN THE 
YEAR 2000, AT MORE THAN 50% BELOW MR GATENS� ESTIMATE, AND HAS BEEN 
DECLINING STEADILY SINCE THAT TIME. 
 
A. Intervenors admit that historic production, which is not the same thing as potential 

production in the Thunder Bay area peaked in the year 2000.  Intervenors admit that peak 
production in the Thunder Bay area in the year 2000 was more than 50% below the peak 
production forecasted by Mr. Gatens�.  Intervenors admit that to date production has 
declined in each year since that time. Intervenors deny that production in the Thunder 
Bay area has �been declining steadily� since that time, on the basis that there has been 
variation in the percentage decline, and that the rate of decline in later years has been less 
than in earlier years. 
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