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November 24, 2014 

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

RE:  2014 Technical Update 

Dear Mr. Corcoran: 

Foster Associates is pleased to submit our report of the 2014 Technical Update of depreciation 
rates for electric plant owned and operated by NorthWestern Energy – South Dakota Electric 
Operations (NorthWestern). The attached report presents the results of our update leading to a 
recommendation that NorthWestern record depreciation expense using primary account accrual 
rates that composite to 2.87 percent. 

Parameters used in the update were developed in a NorthWestern 2012 Depreciation Rate Study 
based on December 31, 2011 plant and reserve balances. Age distributions of surviving plant at 
December 31, 2013 were used in the 2014 update to derive composite service life statistics and 
theoretical depreciation reserves. Plant balances and recorded depreciation reserves at December 
31, 2013 were used in the computation of 2014 depreciation rates and annualized depreciation 
accruals. 

Table 1 below provides a summary of the changes in annual rates and accruals resulting from an 
application of the parameters estimated in the 2012 study and depreciation rates developed in the 
2014 update.  

A continued application of rates developed in the 2012 study would provide annual depreciation 
expense of $15,775,175 compared with an annual expense of $16,577,589 using the rates devel-
oped in the 2014 update. The 2014 expense increase is $802,414. The computed change in annu-
alized accruals includes a reduction of $837,383 attributable to an amortization of a $27,426,820 
reserve imbalance. 

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 2012 Study Update Difference 2012 Study Update Difference
A B C D=C-B E F G=F-E

Steam Production 1.29% 1.55% 0.26% 2,120,946$   2,556,116$   435,170$ 
Other Production 1.79% 2.39% 0.60% 1,376,360 1,842,654 466,294
Transmission 3.22% 3.22% 4,099,015 4,096,233 (2,782)
Distribution 3.71% 3.69% -0.02% 7,213,627 7,173,944 (39,683)
General Plant 6.63% 6.24% -0.39% 965,227 908,642 (56,585)

Total 2.73% 2.87% 0.14% 15,775,175$ 16,577,589$ 802,414$ 

Accrual Rate 2014 Annualized Accrual

Table 1. 2012 Study vs 2014 Update
























































