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February 8, 2013 

 
 
Mr. Patrick R. Corcoran 
Vice President Government and Regulatory Affairs 
NORTHWESTERN ENERGY 
40 East Broadway Street 
Butte, MT  59701 

RE:  2012 Depreciation Rate Study 

Dear Mr. Corcoran: 

Foster Associates is pleased to submit our report of the 2012 Depreciation Rate Study for elec-
tric, gas and common utility plant owned and operated by NorthWestern Energy – South Dako-
ta/Nebraska (NorthWestern). The attached report presents the results of our study leading to a 
recommendation that NorthWestern adopt straight–line, vintage–group, remaining–life rates and 
record depreciation expense using primary account accrual rates that composite to 2.92 percent 
for electric operations; 2.95 percent for gas operations; and 6.70 for common plant used for both 
South Dakota electric and South Dakota/Nebraska gas operations. 

Table 1 below provides a comparison of current and proposed depreciation rates and accruals for 
calendar year 2012, based upon plant investments and deprecation reserves at December 31, 
2011.  

A continued application of rates currently in effect would provide annual depreciation expense of 
$22,549,218 compared with an annual expense of $19,760,997 using the rates proposed in the 
study. The recommended change in depreciation rates produces an annualized 2012 expense re-
duction of $2,788,221. 

  

Ronald E. White, Ph.D. 
Chairman 

17595 S. Tamiami Trail, Suite 212
Fort Myers, Florida 33908

T 239.267.1600 | M 239.980.5991

Function Current Proposed Difference Current Proposed Difference
A B C D=C-B E F G=F-E

Electric Operations 3.65% 2.92% -0.73% 16,686,976$ 13,362,597$ (3,324,379)$ 
Gas Operations 2.43% 2.95% 0.52% 3,138,778 3,822,354 683,576
Common Plant 7.08% 6.70% -0.38% 2,723,464 2,576,046 (147,418)

Total 22,549,218$ 19,760,997$ (2,788,221)$ 

Accrual Rate 2012 Annualized Accrual

Table 1. Current and Proposed Rates and Accruals






















































































































































