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Staff witness Knadle will provide testimony and exhibits regarding:

Office space
Nekota deferred GPA costs
Credit card transaction costs {Speed Pay)

Interest Synchronization

Rate Base

1.

o R w N

Cash working capital
Advanced Tax Collections
Freeman/AMP] plant additions
Updates

Heartland plant

Operating Income:
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Staff witness Jacobson will provide testimony regarding:

Weather Normalization

M&A Non-Utility Expense

Labor Adjustment

intra-company rent

Insurance Actuarial

Freeman addition

Ad valorem tax (Property tax) adjustment
Rate 87 correction

GPA adjustment

. Heartland Grain bypass

. Various contracts with deviations revenue adjustments (SDSU, Dakota Ethanal,

Northern Lights, Heartland Grain)

Operating Income

1.

2
3.
4

Other Revenues

. Stock grants

General term changes
Ex-employee pension and benefits reduction
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5. Monthly customer charges

Staff witness Solem will provide testimony and exhibits regarding:
Operating Incocme

1. Advertising

Industry Dues

Economic Development

Rate Case Expense

U

L.obbying

Staff witness Bettmann will provide testimony and exhibits regarding:
1. Rate Design

2. Weather Normalization

Staff witness Copeland will provide testimony and exhibits regarding:
1. Capital Structure
2. Return on Equity

Staff witness Towers will provide testimony and exhibits regarding:
1. Depreciation Rates
2. Class Cost of Service

3. Customer Charges

SUMMARY OF NWE’S CASE

What is NWE requesting in Docket NG07-0137

NWE is requesting a pro forma revenue requirement of approximately $70,973,000.
This includes a requested rate of return on common equity of 11.250%. 2 More
importantly, this represents a rate increase of approximately $3,682,000 ° to its current
South Dakota gas service rates that were established in Commission Docket NG39-002.

! Statement N, page 1 of 6
? Statement G, page 1 of 4
? Statement N, page 1 of 6
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This equates to an approximate 6.7 % overall increase in test year revenues.® Since
purchased gas costs and ad valaorem taxes (property taxes) are recovered dollar for
dollar through adjustment clauses and are not a component of base rates, it is more
appropriate to measure the general rate increase excluding purchased gas costs and ad
valorem taxes. Accordingly, NWE is seeking a 39.5%° increase in its 2006 existing test

year distribution revenues.

What is NWE’s approach to measuring NWE's revenue requirement in this case?
Generally speaking, NWE starts with a twelve-month historic test year ending 12/31/06.
NWE then adjusts the historic test year with 19 operating income pro forma adjustments

and three additional rate base pro forma adjustments.

What are NWE's pro forma adjustments based on?

For the most part NWE adjustments are based on known and measurable changes
however a few adjustments exceed those parameters. They will be discussed
individually by various Siaff witnesses.

SUMMARY OF STAFF’S CASE

What was Staff's approach to measuring NWE’s revenue requirement in this case?
As in previous rate cases, Staff is measuring NWE's South Dakota gas revenue
requirement on a recent historical twelve-month period (test year) basis. Staff's analysis
of the South Dakota gas operations reflects a number of adjustments to NWE's
revenues, expenses, and investments for that test year. These adjustments are made
with the objective of conforming the test year to emulate normal, ongoing conditions, and

to reflect cost and operational changes which are known and reasonably measurable.

453 682,337 (NWE requested rate increase - Statement N, page 1, column b line 17} divided by
$55,298,382 (NWE reported test year revenues - Statement N, page 3, column b, line 6)

933,682,337 (NWE requested rate increase - Statement N, page 1, column b line 17) divided by
$9,333,089 [the sum of $55,298,382 (NWE reported test year revenues - Statement N, page 3, column b,
line 6) less $44,205,049 (NWE reported test year gas costs - Statement N, page 3, column b, line 9) less
$1,759,344 (NWE reported test year ad valorem taxes - Statement N, page 3, column b, line 13)]

5
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Have you prepared exhibits which summarize Staff’s positions?

Yes. Staff Exhibit__ (KAS-1), Schedule 3 lists Staff’'s positions on the specific issues
relating to NWE's South Dakota gas operating income while Staff Exhibit___ {KAS-2),
Schedule 2 lists Staff's positions on specific issues relating to NWE's South Dakota gas
rate base. Staff Exhibit___ (KAS-1), Schedule 2 and Staff Exhibit __ (KAS-2), Schedule
1 summarize these positions, while Staff Exhibit _ (KAS-1), Schedule 1 calculates

Staff's position on NWE's total revenue deficiency and revenue requirement.

Based on analysis performed, has Staff found NWE’s request for approximately
$3,682,000 of additional revenue to be justified?

No. Staff's case indicates that the Company’s request exceeds its requirement for
additional revenue from Scouth Dakota gas system customers. Specifically, Staff
determined a rate increase of $952,180 ° allows the Company to recover its ongoing
costs and allows for the opportunity to earn a reasonable and fair return on utility
investment. Staff's recommendation includes an allowable rate of return on common
equity of 9.00%.”

TEST YEAR AMOUNTS

Did NWE file a histaric test year with this case?
Yes. As stated earlier, NWE starts with a twelve-month historic test year ending
12/31/08.

What does Staff's case use as a test year?

Staff's case also uses a historic test year ending 12/31/06. This is sometimes referred to
as “12/31/06 per books." The historic test year amounts were obtained from various
Company statements, supporting schedules and Company responses to Staff data
requests. Staff's historic test year amounts are found on Staff Exhibit___ (KAS-1),
Schedule 3, column b and Staff Exhibit___ (KAS-2), Schedule 2, column b.

® Staff Exhibit___ (KAS-1), Schedule 1, column b, line 10
’ Testimony of Basil L. Copeland Jr. and Staff Exhibit___(BLC-1), Schedule 1, column d, line 3

6
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Do Staff’s historic test year amounts agree with the Company’s historic test year
amounts?
No.

Why do they differ?

For rate base items, Staff's case includes Accumulated Investment Tax Credits,
Customer Deposits, Accumulated Provision for Uncollectibles and Accumulated
Provisions for Injuries and Darnages as deductions to rate base. NWE did not include
these items. For operating income items, Staff's case includes Deferred Income Taxes

and Investment Tax Credit in the operating income calculation. NWE did not.

Are there any other concerns regarding test year amounts?

Yes. While reviewing the allocations of test year plant amounts a discrepancy was
noticed in the allocation of the aircraft that NWE sold in March of 2006. The aircraft
plant balance and related accumulated depreciation and depreciation expense balance
were not allocated to the Montana (MTU) and Colstrip Unit 4 (CU4) using the 3-factor
allocation prior to allocating to the South Dakota/Nebraska utility.

What is the effect of this error?
This allocation error assigns approximately 75% more to South Dakota gas than should
have been. However, since this aircraft was sold, Staff's case, in a later adjustment,

removes that aircraft from the South Dakota gas cost of service.

Does this error also occur in other plant allocations?

It is hard to say. This allocation error identified is specific to "common” plant. |
discussed this issue with Company witness Decker who indicated this is a line item error
that only occurs with the aircraft. With the exception of the aircraft, the common plant
included in the cost of service is all South Dakota/Nebraska plant and does not include
any "corporate” or Montana plant. Company witness Decker indicated that it appears
that NWE's filing fails to include the South Dakota gas share of corporate common plant
in the South Dakota gas cost of service.

What will Staff do regarding this allocation issue?
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Staff will continue to work with NWE regarding allocations until Staff is comfortable with
this issue. Should Staff find an allocation problem, we will make a filing with the

necessary revisions to the Commission.

Nekota

What is Nekota?
Nekota was a subsidiary of NorthWestern Corporation that was merged into
NorthWestern Energy on March 1, 2007. Nekota's load was composed of transport

customers with contracts with deviations.

Is NWE proposing any adjustments regarding Nekota?
Yes. Since the former Nekota customers are now NWE customers, NWE is proposing an
adjustment to include the Nekota plant and related costs related to serving those

customers into the South Dakota gas cost of service.

Are there any concerns with this adjustment?

Yes. Since each of the former Nekota customers are large load contracts comprised of
large service extensions, NWE does not have a customer class that properly
accommodates the load characteristics of these customers. Thus, each customer is a
contract with deviations customer, and essentially is a separate rate class by itself. A
major concern with this categorization is whether or not NWE is attributing enough
overhead costs to these customers. A companion concern relates to the margins these
customers are contributing to the utility. After a number of discussions with the
Company and review of information provided by NWE, Staff calculated, based on NWE's
adjustment and allocation of costs, these contract customers attributed approximately a
16% return to the South Dakota gas utility. Given the high volumes and strong load
factor of these contract customers, the 16% return should cover any overheads that
NWE may have failed to assign to these customers. Additionally, this 16% return
provides additional margin to the rest of the utility which would lower the cost to all

customers.

What is Staff proposing in regard to this adjustment?

8
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Staff is proposing to accept NWE's adjustment with some conditions and minor changes.
Staff's case proposes an adjustment to remove the previous Nekota ‘Management Fee
Expense” from Q&M expense. NWE concurs with the correction.® Staff's case also
adjusts revenues to match corrected volumes. Additionally, Staff accepts the addition of
the former Nekota line extension plant into rate base and accepts the excess costs due
to accelerated depreciation of the line exiensions for these customers, but only if NWE
agrees o cover 100% of the stranded costs if any of these customers exit the system.
Should any or all of these customers default on their contracts and/or fail to pay for
100% of their individual line extension or other costs, NWE will not be allowed to recover
these costs from other customers. Staff is also recommending that should NWE in the
future wish to serve any new customers under a contract with deviations or renew
existing contracts once the terms expire, NWE will need to prove to the Commission the
contract revenues are covering an appropriate share of all applicable costs, including
overheads, prior to NWE entering into the conifract. With regard to property taxes, Staff
is strongly suggesting that NWE treat any future contracts with deviations customers,
including renewal of currently existing customers, similar to NWE's existing tariff
customers. All of NWE's existing tariff customers are subject to an adjustment clause for
property taxes and thus Staff believes property taxes should either be removed from the
distribution or transportation charges and listed as a separate item for recovery in the
contract rates, or at least be easily identifiable. Finally, Staff is recommending the
Commission order NWE to perform and file with its next general rate increase request a
complete cost of service study, assigning and identifying assignment of cost to the
contract with deviations customers. The details for this adjustment can be found on
Staff Exhibit___(KAS-1, Schedule 7). '

Is NWE proposing any other Nekota adjustments?

Yes, NWE is proposing an adjustment which adds intc the cost of service a "normalized
level of labor expense” to account for the now ended practice of assigning labor to the
management fee that NWE was charging Nekota.

What is Staff’'s position on this adjustment?
This adjustment is suspect because it is unclear in the support that NWE has provided

whether or not this labor was not already included in the test year labor amounts.

8 8/17/07 email from Decker to Knadle
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Taking a conservative approach so as to not include these labor amounts twice, Staff is
rejecting the company adjusiment. Additionally, this appears somewhat {oo speculative
for inclusion as a known and measurable change adjustment. Adjusting test year labor
expense by increasing salaries without adjusting labor hours is a proper known and
measurable adjustment. MHowever, adjusting test year labor expense by adiusting test
year labor hours is not a known and measurable adjustment. |t may be known but it is
not measurable in that one cannot measure the effect it will have on other rate base and

operating income items as it appears {o be a violation of the matching principal.

Is NWE requesting anything else relating to Nekota?

Yes. In Commission docket NG0O7-009 NWE asked for Commission approval to set up a
deferral for all of the costs that Nekota would have recovered through the NWE PGA.
These costs were no longer recoverable in the PGA given the corporate structure in
place after the merger. The Commission allowed for the establishment of a deferral to be
considered at the next general rale case, but did not determine any ratemaking
treatment of the deferred costs. In this case NWE is requesting these deferred amounts
be applied to and recovered in the PGA.

What is Staff's position on this issue?

Upon the merger of Nekota into NWE, these deferred costs could not be included in the
FPGA because they did not meet the requirements of the law. Those facts remain the
same. Staff does not support NWE's request to recover the deferred costs in the PGA.
Instead, Staff supports inclusion of those deferred costs in the cost of service. Staff's
case includes the deferred costs in the cost of service using a five-year amortization with
the average unamortized balance included as an addition to rate base. This will assure
a return on and return of the deferred cosis. The details for this adjustment can be found
on Staff Exhibit  (KAS-1, Schedule 10).

DEPRECATION RATE

Have you reviewed NWE’s depreciation adjustment?

Yes.

10
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Please explain this adjustment.

In 2006, Foster and Associates completed a depreciation study for NWE. This study
recommends some changes in NWE's depreciation rates. NWE's adjustment attempts to
adjust NWE's 2006 test year actual depreciation expense by the difference between the

actual and the proposed depreciation rates.

Do you agree with NWE’s adjustment?
| agree with the adjustment in theory but do not agree with the method it was calculated.
Additionally, Staff witness Towers has revised some of NWE's proposed depreciation

rates.

Please explain.

NWHE's adjustment changes depreciation expense by the difference between actual
depreciation expense and a calculated depreciation expense using the new depreciation
rates. NWE's calculated depreciation expense uses a 12/31/05 beginning and a
12/31/06 ending plant balance average applied to the proposed depreciation rates for
determining “calculated” depreciation expense. This two-point average balance
calculation lacks precision. In fact, comparing actual test year depreciation expense o a
calculated depreciation expense using this two-point balance and actual test year
depreciation rates reveals a $51,000 variance.? Additionally, using a two-point balance is

inconsistent with the method in which plant is reflected in this case.

Please explain why this calculated depreciation expense variance exists.
Depreciation expense is in part a function of time. As time passes, depreciation
expense is incurred. Theoretically, depreciation expense increases every second of
every day. However, for practical purposes depreciation expense is calculated and
recorded on a monthly basis. The above-noted variance is created because plant
balances change from month-to-month due to normal plant additions and retirements,
thus causing the bocked depreciation expense for the individual plant groupings to vary
from month-to-month. A two-point plant average assumes the plant additions and
retirements all take place mid-year and thus does not properly account for plant

additions or retirements that take place at the beginning or end of the year. The

9 KAS-1, Schedule 6, page 1 of 1, column (b) line 76 less column {g) line 76

11
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depreciation expense calculated in this manner is unlikely to account for the actual in-

service period of the asset being depreciated.

Can this variance in calculated depreciation expense be reduced?

Yes. The most precise method would be to calculate the depreciation expense using the
new rates on a monthly basis using the monthly plant balances. A simplified method
would be to calculate the depreciation expense using the new depreciation rates and a

13-point average plant balance.

Did Staff use either of these two methods?
No. | wanted to but could not. NWE's monthly plant balances and 13-point plant
averages were not grouped in the same method as the depreciation groupings, thus

preventing Staff from using that method.

What is Staff proposihg?

Staff's adjustment uses the information available and attempts to improve the precision
of the adjustment. Instead of using the difference between actual test year depreciation
expense and a calculated two-point depreciation expense at new depreciation rates as
the ‘adjustment amount, Staff's adjustment uses the difference between a calculated two-
point depreciation expense. Sfaff uses existing depreciation rates and a calculated two-
point depreciation expense using proposed depreciation rates as its adjustment amount.
This method is more precise than NWE's adjustment in that it uses like methods in
determining the adjustment amount — apples-to-apples versus apples-to-oranges. The
details for this adjustment can be found on Staff Exhibit___{KAS-1, Schedule 6).

Is this Staff’s preferred method?
No. Staff prefers using the monthly plant balances or the 13-point average plant
balances in calculating its adjustment, but as previously stated, that information was not

available.

How else does Staff's adjustment differ from NWE’s?

As indicated earlier, Staff witness Towers recommends different depreciation rates for
plastic mains, steel mains, plastic services and steel services. Staff's adjustment
incorporated those depreciation rates. Additionally, Staff's adjustment incorporated an

12
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adjustment to accumulated depreciation expense for one-half of the difference of the
change in depreciation expense which is the related pro forma average accumulated

depreciation throughout the year.

AIRCRAFT

Is NWE proposing any adjustments for aircraft?

Yes. NWE removes some aircraft expenses related fo corporate use of the aircrait from
the cost of service. This adjustment appears in the operating income as an M&A, Non-
Utility expense adjustment. in NWE's depreciation adjustment previcusly discussed,
aircraft depreciation expense is removed from the cost of service to recognize the

aircraft was sold during the test year.

Do you agree with NWE regarding the aircraft adjustments?

| agree that aircraft adjustments need to be made. | agree with the removal of the non-
utility portion of aircraft expense. That portion of NWE's adjustment was accepted by
Staff and discussed in Staff Withess Knadle's testimony. | agree aircraft depreciation
expense for the aircraft that was sold during the test year should be removed from the
cost of service but disagree with NWE's methed of doing so. Finally, | believe that
additional adjustments need to be made to rate base and operating income for the

various transactions related to aircraft.

Please explain what you learned about aircrafts during your review and inquiries
of NWE,

During the test year NWE owned and operated an aircrait identified with the tail number
N246NW. NWE originally purchased this aircraft in 1996. It was subject to a sale and
leaseback arrangement with NWE in 2003 and then repurchased by NWE in 2005. The
aircraft was refurbished by NWE and again sold in March of 2006. That transaction
resulted in NWE recording a gain on sale. While this aircraft was down for maintenance
prior to its last sale, NWE leased another aircraft identified with the tail number N778FW,
and subsequently purchased this aircraft in 2007.

13



O oo~ G ;B W N -

GO L MM RN NN N NN NN - wa . L L L L .
—_ DO o~ R WN 2 O WSO g RN =D

>

Explain Staff's aircraft adjustments.

Staff's first aircraft adjustment removes plant, accumulated depreciation and
depreciation expense from the cost of service for the aircraft that was sold, (N246NW).
The aircraft plant removed includes removal of the corporate portion of the aircraft that
was improperly assigned to the South Dakota Gas cost of service discussed earlier.
This adjustment also captures the gain on the sale of that aircraft and amortizes that
gain over five years and creates a negative regulatory asset for the average unamortized
balance ensuring customers receive a return on and a return of this gain. The details for
this adjustment can be found on Staff Exhibit___ (KAS-1, Schedule 5).

Staff's second aircraft adjustment capitalizes the aircraft purchased by annualizing plant,
accumulated depreciation and depreciation expense of the aircraft that was leased in
2006 and purchased in 2007 (N778FW). Additionally, this adjustment removes the test
year rent expense recorded for the lease of that aircraft. The details for this adjustment
can be found on Staff Exhibit__ (KAS-1, Schedule 9).

IT LABOR

Explain NWE's IT Labor adjustment.

During the 2006 test year NWE utilized internal labor te perform upgrades to the SAP
accounting system. This labor expense was capitalized. NWE is proposing an
adjustment to normalize test year labor expense to a level as if the labor amounts were
not capitalized.

What is Staff proposing?

Staff is rejecting this adjustment because it is not a measurable adjustment for many of
the same reasons discussed previously in the proposed adjustment annualizing Nekota
fabor. While the nominal amount of the adjustment is known and may be measurable,

the other operating income effects can not be adequately measured.

14
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OFFICE SPACE

Please explain Staff’'s proposed adjustment.

NWE is moving its Sioux Fall office from one building to another for cost saving reasons.
Staff is proposing an adjustment to account for these cost savings. The details for this
adjustment can be found on Staff Exhibit__ (KAS-1, Schedule 8).

SPEED PAY

Please explain Speed Pay.

NWE allows its customers to pay custoemer bills with credit cards. In 2008, the credit card
transactions fees were billed to NWE. As more and more customers pay with credit
cards, NWE incurs hefty and growing transaction fees from the credit card companies.

In June of 2007, NWE implemented “Speed Pay.” This service continues to allow
customers to pay by credit card but shifts the transactions fees from NWE to the
customer. Thus, NWE is no longer incurring the transactions fees.

Is Staff proposing an adjustment?
Yes. NWE's test year expenses include the credit card transaction fees. With Speed
Pay, NWE will no long incur these costs. Therefore, Staff is proposing an adjustment to

remove the credit card transaction fee expense from the cost of service.

INTEREST SYNCHRONIZATION

What is Staff proposing in regard to Interest Synchronization?

Staff is proposing an adjustment to synchronize the tax deduction for interest on long
term debt with the adjusted rate base and weighted cost of long-term debt. This
adjustment uses Staff's historic test year rate base as adjusted for known and
measurable changes and Staff's weighted cost of long term debt. The details for this
adjustment can be found on Staff Exhibit_ (KAS-1, Schedule 4).

Does this conclude your testimony?

Yes.

15



Exhibit__ (KAS-1)

Schedule 1
Page 1 of1
NorthWestern Energy
Bocket NGO7-013
South Dakota Gas Revenue Requirment
Adjusted Test Year Ending December 31, 2006 Staff Proposed
South Dakota - Gas NWE Proposed
Adjusted 2003 South Dakota - Gas
Line Description Test Year 2006 - Adjusted Difference
(a {b) (c) (d)
1  Average Rate Base 3 51,072,429 B 53,175,852 $ (2.103,424)
2  Adjusted Test Year Operating Income 3,380,981 2,392,948 988,033
3 Overall Rate of Return 6.620% 4.500%
4  Rate of Return 7.830% 8.950%
5 Reqguired Operating Income 3,998,971 4,782,902 (783,931)
6  Income Deficiency (Excess) 617,980 2,389,954 (1,771,964)
7  Gross Revenue Conversion Factor 1.53846
8 Revenue Deficiency (Excess) 950,754 3,676,853 (2,726,099}
9 Gross Receipts Tax (at 0.0015) 1,426 5,524 (4,098)
10 Total Revenue Deficiency (Excess) 952,180 3,682,377 {2,730,197)
11 Adjusted Test Year Revenue 65,610,989 67,290,554 (1,679,565)
12 Revenue Requirement S 66,563,169 $ 70,972,931 5 (4,409,762)

SOURCES:

Column b, line 1: KAS-2, schedule 1, page 1, column d, line 34
Column b, tine 2: KAS-1, schedule 2, page 1, column d, line 31

Column b, line 3; Line 2 divided by line 1

Column b, line 4: BLC-1, Schedule 1, column d, line 4

Column b, line 5: Line 1 *line 4
Column b, line 6: Line 5 less line 2
Column b, Jine 7: 35/65 + 1
Column b, line 8: Line 6 *line 7

Column b, line 9: Line 8 * 0.0015
Column b, line 10: Line 8 plusline 9

Column b, ing 11; KAS-1, schedule 2, page 1, column d, line 5

Column b, line 12; Line 11 plus line 10

Column ¢, lines 1 - 12: Statement N, page 1 of 6

Column d: Column b less column ¢

NGO7-013_KAS - filed exhibits 10-19-07.xIs:KAS-1 Sch 1



Exhibit__ {KAS-1}
Schedule 2
Page 1 of 1
NorthWestern Energy
Docket NG0O7-013
South Dakota Gas Operating Income Statement with Known and Measurable Adjustments and Revenue Adjustment
Adjusted Test Year Ending December 31, 2006
Adjusted
Total Test Year
Line South Dakota Staff Adjusted Revenue with Revenue
Nao. Description Per Books Adjustments Test Year Adjustment Adjustment
(&) (b} (c) {d} (e) U
1 Sales
2 Transportation $ 53,810,763 § 7,204,040 $61,014,803 5 952,180 $ 61,966,983
3 Transpiration {489) (including unbiiled} 1,241,200 3,272,100 4,513,300 4,513,300
4 Other Revenues {488, 493, 405} 246,422 {163,536) 82,888 82,888
5 TOTAL OPERATING REVENUES 55,298,385 10,312,604 65,610,989 952,180 66,563,169
6 OPERATING EXPENSES:
7 Operation and Maintenance:
8 Natural Gas (accts 728, 804, 805, 808} 44,205,049 6,111,637 50,316,586 50,316,586
] Labor 3,979,070 120,338 4,099,408 4,099,408
10 Pensions and Benefits Expense 352,485 {5,237) 347,248 347,248
11 Insurance Expense 51,569 - 51,569 51,569
12 tUncollactible Account Expense 266,691 - 266,691 266,691
13 Regulatory Commission Expense - 30,000 30,000 30,000
14 QOther Operation and Mainenance 2,956,418 (26.032) 2,930,387 2,930,387
15 Total Operation and Maintenance 51,811,283 6,230,606 58,041,885 - 58,041,888
16 Depraciation and Amortization 2,720,429 304,500 3,024,829 3,024,529
17 Gain on Sale - {20,977) (20,977) (20,977)
18 Taxes:
19 Property Taxes 1,759,344 (821,172} 038,172 938,172
20 Payroll Taxes:
21 FICA 289,706 10,854 300,560 300,560
22 Federat Unemployment 3,741 156 3,897 3,897
23 State Unemployment 56 193 249 249
24 Gross Receipts Tax 88,934 15,470 104,404 1,426 105,830
25 Federal Income Taxes (971,437) 1,515,838 544,501 332,764 877,265
26 Deferred Income Taxes (712,703) - {712,703) {712,703)
27 Invesiment Tax Credit (22,741) - (22,741) (22,741)
28 Other Taxes 27.828 - 27,828 27,828
29 Total Taxes 462,724 721,439 1,184,167 334,180 1,518,357
30 TOTAL OPERATING EXPENSES 54,994,440 7,235,568 62,230,008 334,190 62,564,198
N OPERATING INCOME § 303,945 $ 3,077,036 % 3,380,981 $ 617,990 $ 3,998 971
32 Rate Base 41,405.437 551,072,429 § 51,072,429
33 Rate of Return 0.734% 6.620% 7.830%
34 Staff Proposed Rate of Return 7.830% 7.830%

SOURCES:

Line §: Sum of lines 2 through 4

Line 15: Sum of lines 8 through 14

Line 29: Sum of lines 19 through 28
tine 30; Sum of lines 15, 16, 17, and 29
Line 31: Line & less line 30

Line 33: Line 31 /line 32

Line 34: BLC-1, Schedule 1

Column b: XAS-1, schedule 3, column b

Column b, line 32: KAS-2, Schedule 1, celumn b, tine 34

Column ¢ KAS-1, Schedule 3, column ah
Coiumn d; Colurmn b plus column ¢

Column d, line 32; KAS-2, Schedule 1, column d, line 34
Column e, ling 2: KAS-1, Schedule 1, page 1, column b, line 10
Column e, line 24: KAS-1, Schedule 1, page 1, column b, line §
Column e, line 25; KAS-1, Schedule 1, p 1, col b, line 8 less

KAS-1,sch 1, p 1, colb, line 6
Column § Column d plus column e

Column f, line 32: KAS-2, Schedule 1, column d, line 34

NGOT7-013_KAS - fliled exhibis 10-19-07 xIs:KAS-1 Sch 2
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Exhibit___{KAS-1)

Schedule 3
Page 1of§
NorthWestern Energy
Docket NGO7-013
South Dakota Gas Operating Income Staternent with Known and Measurable Adjustmenis
Adjusted Tes! Year Ending Detember 31, 2006
Former
Hekota Rate MaA Intra-
South Dakota Interest Customer Weather Case Non-Utility Advertising Labor Company
Description Per Books Sync Load Normatlization Expense Expense Expense Expense - Rent
(2} ) () (d) {e) (@) (h) M @ {k)
OPERATING REVENUES:
Sales $ 53,810,783 £5,713,877
Transportation 1,241,260 3,303,155 37,370
Other Revenues 246,422
TOTAL OPERATING REVENUES £5,288,385 - 3,303,155 5,751,347 - - - - -
OPERATING EXPENSES:
Operalion and Maintenance:
Natural Gas {accts 805) 44,205 049 5,078,854
Lakor 3,979,070 120,338
Pensions and Benefits Expense 352,485
Insurance Expense 54,569
Uncollectible Account Expense 266,691
Regulatory Commission Expense - 30,000
Other Operation and Maintenance 2,956.418 79.072 (102,015} (105,865} 37,632
Total Operalion and Maintenance 51,811,283 - 79,072 5,078,854 30,000 (102,015) {105,865) 120,338 37,632
Depreciation and Amaortization 2,720,429 820,740
Gain on Sale -
Taxes;
Property Taxes 1,759,344 134,482
Payroll Taxes:
FICA - 289,706 - - - - - 10,854 -
Federal Unemployment 3.741 - - - - - 158 -
Stale Unemployment 55 - - - - - 193 -
Gross Receipls Tax 88,934 4,855 B.627 " - - - -
Federal Income Taxes (35%) {971,437) {91,803} 792,367 232,353 {10,500) 35,705 37,053 (46,03%8) (13,171)
Deferred Income Taxes {712,703)
Investment Tax Credit 1(22,74%)
Other Taxes 27,828
Telal Taxes 462,728 (a1,603) 931,804 240,960 {10,500} 35705 37,053 {34,836} {(13.171)
TOTAL OPERATING EXPENSES 54,994,440 191,603} 1,831,616 5,319,834 19,508 {66,310) {68,842) 85,502 24,461
OPERATING INCOME H 303,945 s 91,603 51,471,539 $ 431,513 $ $__ (19.500} 5 56,310 $ 68812 5 _ (85,502) $ {24,451}
Source KAS-1, Sch 4 KAS-t, 5ch7 RKL-1, Sch 4 Testimony NDS-1, 5ch 4 Statement N NDS-1, 8ch2  Sfatement N Statement N
Stafi Witness Testimony Senger Senger Senger Knadle Solem Knadle Solem Knadle Knadle
Siaff position on NWE's Adjustmant Corrected Adjusted Adjusted Adjusted Accapled Accepied Adjusted Accepted Accapted

REOT-D13_KAS

- filed axhibils 10-19-07 xlsKAS-1 Seh 3
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NorthWestern Energy

Docket NGOT-013

Scuth Dakota Gas Operating Income Statement with Known and Measurable Adjustments
Adjusted Test Year Ending December 31, 2006

Insurance Depreciation
Actuarial Rate Association Freeman
Description Adjustment Change Dugs Additian

Eliminate
Q&M Charged
To Nekota

Stock
Grants

iT Upgrade

labor

Exhibit___{KAS-1)

General
L.obbying Terms
Expense Changes

Schedule 3
Page 2 of 5

Ad Valorem
Tax Allocation
AdJustment

(2) i (m) (n) (o}

OPERATING REVENUES:
Sales £ 1,633,002
Transportation
Other Revenues

i)

{a}

n

(s) 0]

8,482

{u}

TOTAL OPERATING REVENUES - - - 1,633,003

- 8.482

OPERATING EXPFENSES:
Operation ard Maintenance:
Natural Gas {(accls BOS) 1,347,084
Labor
Pensions and Benefits Expenss
Insurance Expense
Uncollectible Account Expense
Regulatery Commission Expense
Qiher Qperalion and Maintenance 35.323 (15.471)

100,959

{2.537)

Tolal Operation and Maintenance 35323 - (35.471) 1,347,084
Depreciation znd Amordization {541,302) 25,344
Gain on Sale

Taxess:
Property Taxes 30,698
Payroil Taxes:
FICA - - - -
Federal Unemployment - - - -
State Unemployment - - - -
Gross Receipts Tax B - - 2,450
Federal income Taxes (35%) (12,363} 189,456 5415 79,589
Deferred Income Taxes
investment Tax Credit
Other Taxes

100,559

(35,336)

(2,537) -

13
BBB 2,964

(976,232)

341,681

Total Taxes (12,363) 189,456 5415 112,747

(35,336)

888 2,977

(634,551)

TOTAL OPERATING EXPENSES 22,960 {351,846} {10,056} 1,485,175

65,623

{(1.648) 2,877

{634,551}

OPERATING INCOME $ (22,960) $ 351,848 $ 18,056 5 147,828

$

{65,623)

5 1.649 $ 5,505

5 634,551

Source Statement N KAS-1, 5ch 6 NDS-1, Sch 4 RLK-1 Sch 3
Staff Witness Testimony Knadie Senger Salem Kandie

Staff position on NWE's Adjustment Accepted Adjusted Adjusted Adjusted

Testimony
Senger

Rejected

Testimony
Jacobson

Accepted

Testimony
Senger

Rejected

Statement N Testimany
Solem Jacobson

Accepted Adjusted

RLK-1 Sch &
Knadie

Adjusied

HGOT-D13_KAS - lilad exhibits 10-19-07 xis#AS.3 Sch 3
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NarthWeslern Energy
Dacket NGO7-013

South Dakota Gas Cperating income Statement with Known and Measurable Adjustments

Adjusted Test Year Ending December 31, 20C8

Deseription

Sale of
Alreraft
{N246NW)

Office
Space

Carrection
Economie Ta Rate 87
Development Therms

Purchase
Gas Cost
Adjustment

sbsu

Dakota Marthern
Ethanol Lights

Heartland
Grain

Exhibit__ {KAS-1)
Schedule 3
Page Jofd

Late PMT
Charge
Revenues

{a)

CPERATING REVENUES:
Sales
Transporiation
QGther Revenues

TOTAL OPERATING REVENUES

OPFERATING EXPENSES:
Operation and Maintenance:
Matural Gas (accts 805}
Labor
Pensions and Benefts Expense
Insurance Expense
Uncollectible Account Expense
Regulatory Commission Expense

Other Cperation and Maintenance

Total Operation and Maintenance
Depreciation and Amoriization
Gain on Sale

Taxes;
Propery Taxes
Payroil Taxes:
FICA
Federal Unemployment
Slate Unemployment
Gross Receipts Tax
Federal Income Taxes (35%)
Deferred income Taxes
Investment Tax Cradit
Other Taxes
Total Taxes

TOTAL OPERATING EXPENSES
DOPERATING INCOME
Source

Staff Witness Testimony

Staff posifion on NWE's Adjustment

v)

(w)

{(x) {y)

(2,227)

{z}

(aa)

5 {142,940}
3,443

{ab) {ac)

{2,599) (29)
3,754

(ad)

(67.017)

(ae)

(175.772)

- (2,227}

{{33,497)

{2,599) 3,729

{67.017)

{78,772)

{2,958)

{9,289)

(174,904)

(13%,487)

{3.807)

{20,977)

(2,959)

1,036

{9,209)

- (3}
(778}

(174,804}

51,218

(139,497)

(zua:)
73

(;} g
(308}

(422}

{10,120

(101}
(19,739}

(264)
{61,428}

8,674

1,038

3,255 (781)

61,216

{1356)

912) 1,300

{29,952)

(61,692)

(16,110}

{1.823)

{6.043) 7a1)

(113,688}

{139,633)

{312y 1,308

{3,374)

{61,692}

$ 16,118

$ 1,823

S 6,044 5§ (1,348

§ 113,688

$ 136

§ (1,687) S 2,420

{36,643}

& (114,080)

KAS-1 SGch &
Senger

Staff Proposed

KAS-1 Sch 8
Senger

Staff Proposed

NDS5-1 Sch 3 Testimony

Solem Knadle

Staff Proposed Staff propozed Staff proposed

Testimony

Knadle

Testimony
Knadlz

Staff proposed

Testimony Teslimony

Knadle Knadle

Testimony

Knadie

Staff proposed Staff proposed  Staff proposed

Testimony
Kandle

Staff propased

RGOT-013_KAS - fled exhibits 10-19-07 W5 KAS-1 Sch 3
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NerthWestermn Energy

Docket NGO7-D13

South Dakola Gas QOperating Income Statemeant with Known and Measurable Adjustments
Adjusied Test Year Ending December 31, 2006

Purchase Ex-employee
of Leased Nekota Pension Total
Aircraft Deferred and Benlft Speed Staff Adjusted
Description IN778FW) PGA Cost Reductlon Pay Adjustments Test Year
(8) (ah {a@) {ah} {an (ai) {ak) (al} {am})
OFERATING REVENUES:
Sales 5 7,204,040 % 61,614,803
Transpaortation 3,272,100 4,513,300
Other Revenues (163,536} B2 886
TOTAL OPERATING REVENUES - . - - - - 10,312,604 55,610,889
CPERATING EXPENSES:
Cperation and Maintenance:
Natural Gas (accts 805) 6,111,537 56,318,586
Labor 120,338 4,088,408
Fensians and Benefits Expenze (5,237) {5.237) 347,248
Insurance Expense - 51,569
Uneeallectible Account Expense - 266,691
Regulatory Commission Expense 20,000 30,000
Cther Operstion and Maintenance (32,67%) 73.652 {81,645) {26.032) 2,930,387
Total Operation and Maintenance (32,879) 73,852 {5,237) {B1,645) - 6,230,608 58,041,889
Depreciation and Amortization 3,847 304,500 3,024,029
Gain on Sale (20,977) {20,977}
Taxes:
Froperly Taxes (B21,172) 038,172
Payrolt Taxes:
FICA - - - - - 10,854 300,560
Federal Unemployment - - - - - 136 3,897
State Unemployment - - - - - 103 249
Gross Receipis Tax - - - - - 15,470 104,404
Federal Income Taxes {35%) 10,125 {25,778} 1,833 2B,576 - 1,515,838 544,501
Deferred Income Taxas - (712,703)
Invesiment Tax Credit - {22,741}
Other Taxes - 27,828
Tolal Taxes 10,126 (35,778) 1,833 28,576 - 721,439 1,184,167
TOTAL OPERATING EXPENSES (18,808) 47,874 {3,404} {53,069} - 7,235,568 52,230,008
OPERATING INCOME § 18,806 s {47,874} _§ 3,404 - 53,068 H . $ 5 3,077,036 ] 3,380,981
Source KAS-1,5ch 8 KAS-1, 5ch 10 Testimony Testimany
Staff Witness Testimony Senger Senger Jacohsen Senger
Staff position ap NWE's Adjustment Staff proposed  Staif proposed  Staff proposed  Siaff proposed

Exhibit,__ (KAS-1)
Schedule 3
Page 4 of 5

HGOT-D13_KAS - filed exhibits 18-19-07 xls:KAS.3 Sch 3



NorthWeslern Energy

Docket NGOT-013

Seuth Dakots Gas Operaling Income Statemant with Known and Measurable Agjusiments
Adjusted Test Year Ending December 31, 2006

SOURCES:
Line 5: Sum of lines 2 through 4 Columnt, fine 14, Statement N
Line 15: Sum of kines 8 through 4
Line Z1: Lina * 005072 Columnm, line 16, KAS-1, Schedule 8, column i, ine 67
Line 22: Ling §* 0.0013
tine 23; Ling 9 0.0816 Celumn n, ine 14 NDSA1, Schedule 1, column g, fine 8
Line 24 {excl col s} Line 5 * 0.0815
Line 35 {exceptcol. c).  {line 5 ies5 sum of (lings 15, 36, 17, 18, 21 through 24, 2B))*.35 Column o, iine 2: RLK-1, Schedule 3, cofumn b, sumof ines 5, 6.
iine 29: Sum of fines 19 through 28 Column g, Iine 8 RLK-1, Schedule 3, column b, line 6
Ling 30: Sum ofdinas 15, 16, 17 and 20 Column o, IIne 18 RLK-1, Schedule 3, column b, line 4
Line 31; Line 5 less ling 30 Column o, Ine 18 RLK-1, Schedule 3, column b, line §
Column b, ine 2: Statemant |, column {n}, line 7
Lolumn b, line 3: Statement |, column {0}, ine 12
Column b, line 4: Statement |, cofumn {n), sum of fires 10, 11 and 13 Column q, fine 14:  Jacoboeson Testimony
Lolumn i, fine 6 Sch d page 2 of 3, 5um of eolumn e lines 13 and 18 - agreas (o Revenus
and Schadule H2, page 1 of 1, column c line 12
Columnb, line 2; Statement H/H-1, page 3 of 3, column d, line 25
Column b, line 10: Stalement H/H-1, paga 3 of 3, column e, line 18 Column s, line 14:  Statement N
Celumn b, ling 11: Statemant H, Schadule H-1, page 3 of 3, column e, line 14 plus 15
Column b, line 12: Statemant H, Schedule H-1, page 2 of 3, tolumn e, line 20
Column b, line 13: Statemeant HH-1, page 3 of 3, calumn g, line 18
Calumn b, fine 14: Statement HiH-1, pags 3 of 3, calumn &, line 25 Jess the sum of Calumn 1, line 4; Jacobson teslimony
KAS-1, Sth 3, column b, Bines 10, 11, 12 and 13,
Column b, fine 16: Statement i, page 1 of 1, column i, line 48 Columnau, fine 18:  RLK-1, Schedule &, column ¢, ine 14
Calumn b, fine 18: Statement L, page § of 1, column b, lines 5 and
Caolumn b, fine 21: Statament L, page * of 1, column b, line 4 (breakdwen par @27/07 emait - Decker to Knadle) Column v, line $6. ¥AB-1 Bcheudle 5, ling 18
Column b, line 22; Stalement L, page 1 of 1, zolumn b, ling 4 (breakdwon per 8/27/07 email - Decker to Knadle) Columny, fine 17:  KAL-1 Scheudle 5, ling 17
Column b, line 23; Statemenl L, page 1 of 1, calumn b, ling 4 {breakdwon per 8/27/07 email - Decker to Knadle)
Calumn b, line 24; Statemenl L, page 1 of 1, column b, lines 2 Column w, line 14 KAS-1, Scheduta 8§, column ¢, line 10
Column b, lIng 25: Exh JID-1, Sch 7, page 1 of 1. column c, fine 22
Celumn b, ling 26: Stalsment K, paga § of 1, column b, {ine 21 Column x, line 14:  NOS-1, Scheduls 3, calumn ¢, line 4
Column b, ling 27: Statement K, page 1 of 1, column b, line 24
Celumn b, lina 28: Statement L, paga 1 of $, column b, fines 1 and 3 Calumn y, line 3: Knadle Testimony
Column ¢, fine 25. KAS-1, Schedule 4, column b, kne 6 Column 2, line B2 RLK-1, Schedule 7, column g, lingt3
Calumn d, fine 3: KAS-1, Schedule 7, column d, fine 24 Column aa, line 2:  Knadle Testimony
Column d, fina14: 81707 omail fram Dacher to Knadia (Management Fea} Column aa, line3:  ¥nadla Testimony
Column d, line 18; Stalement ¥, page 3 of 8, column (d), line 16 Column aa, Ine 8:  ¥nadle Testimony
Column d, ling 19; Siatemant N, page 3 of &, column (d), Ine 19
Calumn ab, line 3:  Knadle Testimony
Column e, line 2; MCE-1. page 1 column c, sum of lines 1 through ¥ plus gas costs
Calumn e, fine 3: MCEB-1, page 1 column ¢, Ene 8 plus ling 9 Calumn ac, fine 3:  Knadle Testimony
Column g, fine B: RL¥-1, Schadule 4, calurmn d, fine 8
Column ad, ine & RLK-1, Schedule 5, column ¢, fne 4
Cofumn ad, line 18 RLK-1, Schadula 5, column & fine 7
Cotumn {, Line 4. Jaeabens Teslimony Column ad, Iing 18, RLI-1, Schedule 5, column ¢, fine 5
Calumn g, line 13: #MDS-1, Schedule 4, column g, fine & Column ag, line ;. Knadle Testimony
Lolumn h, ling 14; Statement N Column af, line 14:  Company suppor - DR1-1 - Exhibit 1
Column af, fne 18: KAS-1, Schedula 8
Celumn §, line 14: NBE-1, Schedule 2, column ¢, ling 5
Colimn ag, fine 14 KAS-1, Schedule 10, column b, fine 5
Calumn j, line 9: Statement N
Cofumn ah, line 10: Jaccbson Testimony
Column ai, ling 14:. Company respanse to OR3-244a -d.
Solumn at: Sum of columins © through ak
Column &, fine 14: Statement N
Column am: Column b plus cofumn al

Exhibit__ (KAS-1)
Schedule 3
Paga S5of s

HE0T-010_KAS - fed exhindy 10-108-07 xis HAS. 1 Beh 3, sonrces



NorthWestern Energy
Dacket NG07-013

Interest Synchronization Adjustment
Adjusted Test Year Ending December 31, 2006

Line Description Amount
(a) (b)
1 Investment To Be Financed (Average Rate Base) % 51,072,429
2 Weighted Cost of Long Term Debt 3.200%
3  Synchronized Interest Expense 1,634,318
4  [nterest Expense as filed 1,372,595
5 Difference In Interest Expense 261,723
6  Federal income Tax Adjustment (35%) $ (91,603)

SOURCES:

Column b, fine 1;
Column b, line 2:
Column b, line 3:
Column b, line 4.
Column b, line 5
Column b, line &:

KAS-2, schedule 1, page 1, column d, line 34
BLC-1, schedule 1,column g, line 1

Line 1 times line 2

Compnay response to DR 8-2

Line 3 less line 4

line 7 times 35% {inverse)

Exhibit___{KAS-1)
Schedule 4
Page 1 of 1

To KAS-1, Sch 3, col ¢, line 25

NGO7-013_KAS - filed exhibits 10-19-07 xIs:KAS-1 Sch 4



Exhibit___ (KAS-1)
Schedule 5§
Page 1 of 1
NorthWestern Energy
Docket NG07-013
Sale of Aircraft (N246NW)
Adjusted Test Year Ending December 31, 2006

Gas 5D
Sale of Aircraft (N246NW) Allocation Allocation
Amount 38% 55%

1 2005 Auquisition value $ 3,806,826 (Company response to DR 7-11b)

2 Accumulated Depreciation 1,208,676 (Company response to DR 7-11d)

3 Net Book Value 2,598,150

4 Sale price 3,100,000  (Company response to DR 7-11f}

S5 (Gain on Sale 501,850 190,703 104,887

6 5 Year Amortization $20,977

Ba Average unamottized balance $52,444

7 2006 13 month average plant balance (total company 878,498 333,829 183,606

{Company response to DR2-25 - Exhibit 18, column p, line 12)
8 5D Gas 2006 actual depreciation expense 18,217 6,922 3,307
(KAS-1, Schedule 6, column {, fine 55)

9 12/31/05 Accumulated Depreciation (Total Company) 237442  (Company response to DR7-10 - Exhibit 7-10, column c, ling 13
10 1/31/06 Accurnulated Depreciation 246,551 plus 9,109 (2006 depr exp / 2 months})
11 2/28/06 Accumulated Depreciation 255,658  plus 9,109 (2006 depr exp / 2 months)
12 Total 739,652
13 13 Month Average 56,896 21,620 11,891

NGO7-013_KAS - fiied exhibits $0-19-07 xIs:KAS-1 Sch 5



HantWestern Ennigy

Dockat NGRZ-012

Deprecintion Rate Change Adjisithent
Adpusted Test Year Ending Dacember 31, 2005

EDGAS SHGAS SCGAS Avg Flant Bal S0 AAS
Lina Account Plant Balance Plant Balanco Avg Plant SDGAY Tenlat Actual Tota] Actual
Na. Na. Daescription 12312005 123172006 Balanct Coetion Share Dopreciation Exp Depreciation Exp
(a} it {ct )] {al n fa
1 FRODUCTION
2z 304 iand AnsiLand Righis 40,057 40,057 40,857
3 305 Struchares And Impravements 253 510 218,946 238,778 124
4 311 Uguelled Peboleum Gas Equipment 1293577 110,781 1162188 26,8967
5 320 Other Equipment 11587 1.360 6363 48
6 Total Gas Production 3,523,611 1,370,924 1,447 367 32,258
T
L) BISTRIBUTION .
a 374 Land And Land Rights 05,947 IN.678 J1B513
10 75 SBuuctures And Improvements 62,095 £2.035 EZ.085 1,558
L3l 76 Waing-Plastic 14461233 14906016 14,724,650 508,156
2 76 Mains-Sleel 14,657,116 16,378,534 18517775 509,676
13 378 theasuting & Repgulating Station Eguip-Genesal 1,340,556 JITEZH 1,558,426 43 787
%4 373 Hcoswing & Regulating Station Equip-Clty 1,391,980 1,391,550 1,394,980 38,268
15 180 Sefvices-Plastlc 131,548,780 13.918,193 $1,724.487 481,704
16 380 Services-Steel 2,231,707 2328367 2,325,987 81173
1w 38t Meters 5,956,600 152,086 6,055,153 154,252
16 382 Klater Installation 2643.514 2005675 2,754,534 100,225
15 381 Regulators 875,309 8975304 975,108 34,043
20 304 Aeguiator Installntion 835,793 1.007.250 921.977 26,243
2t Tola} Gas Diskibution 58,526,682 2,191,688 £0,355,185 DEIERTF]
22
21 GAS GENERAL
24 303 Miscefiancous Inlangitde Planl-10 Year 7327 1Az 7327 731
23 3 Miscellapezus Inlangible Fanl-5 Year L] B354 4,112 551
Fi 362 Land Asd Land Riphts 33,285 33,265 33,285
21 392 Stuchures And Improvements 334,435 334 405 334,455 A 564
28 391 OMice Fumiture And Equipmen 21,165 21,108 21,105 506
23 9% OMice Fumiture And Equipment-10 Year 2 667 11,120 6,084 [
an 13%  Office Fumiture And Equipment-5 Year 12,564 12,564 12,564 gy
" 282 B inn Equi Vekirle 6493 £,403 6.451 416
a2 382 Teansponation Equipment-Housy Truck f5.624 60,783 TEAET 5,932
13 282 Yransportation Equipment-Light Truck 415427 402,245 448,836 73400
4 983 Slwres Bguipment 7605 7.508 7.605 B2
a5 84 Toals, Shop And Garage Eguipment 459,41 541043 521,267 15,168
k3 385 Lahomtory Equipmenl 28172 228,472 228,172 4028
ar 398 Power Operated Equipment 133652 815973 74517 50,358
=1 387 Communltaton Equipment 1358 2775 1048 04
23 388 Miccelfaneous Equipment 1254 1214 1,214 38
an Total Gas General 2,375.852 2396453 2.486,152 103,903
#
42 COMMON GENERAL
413 02 Misceflanesus Inlangibie Flani-10 Year 5,086,480 517,076 56M,278 1.309 477 E52.210 115,411.52
44 302 Misceflanenus lnlangible Plant-T Year 5,601,953 8601,853 8 601,853 5797008 1,228,875 256,804,580
45 303 Miscelanecus Infangible Flan.5 Year 215,145 570,645 392,833 BZA1% 89.691 18.745.39
46 5% Land And Land Rights 392,964 02464 3oz T4 uzon - .
47 350 Structures And Impiovements. 17,842,001 11,560,656 17,701,323 3,698,574 328,151 £8,792.58
48 93 Office Fumiture And Equipment 1.227,831 3,144 251 3,186,076 665,050 17,367 24.467.80
43 81 Gihce Fumiture And Etuipment-10 Year $.414,294 1.454 682 1,432,378 288,492 143,340 25.958.02
50 393 Oifice Fumiture And Equipment-5 Yaar 770,505 285,395 528,152 110,384 54 836 15.460.73
51 35 Qifise Fumiure And Equipmens Limiled Term 22578 1203 11,840 2,436 1 02t
52 382 Transporation Equipment-Passenger Vebicia 08133 [idlil:a] B5.563 §7,883 B.282 131548
53 182 Transportation Equipment-Hourly Tick 135827 149,682 142,306 28,847 5.568 1,162.66
L84 392 Transportaton Equpment-Light Truck 1,324 015 14E6.526 1,195,670 291,605 55319 11,501.68
55 382 Transpoitation Equipment-Arorait 3,806,826 Ll 1805413 197813 18,247 - 1B07.35
113 362 Transporation Equipment-3 year leaced 38332 36232 36,23¢ 7.572 1,808 375.08
5 392 Tnsportation Equipment-5 yrar feased 39,099 28,009 39,083 6,172 7.820 15634.38
1] 383 Stores Eguipment 06,758 306,758 305,755 64,113 T.055 1,474.70
B% 394 Taools, Shop And Garage Equipment 631,560 645,222 638,381 133,434 12564 2.b34.00
60 385 Leborstery Equipment 157,833 334,052 338947 70,213 6,822 1,384.00
B1 356 Power Operated Equipment 605,107 652,858 630,953 131,875 29078 6,077.22
B2 397 Camuntnizetien Equipment 3,146,700 071907 3,508 904 648,761 120,060 26,758.72
&3 387 Cammupizslion Eguipment-Electronic 3.024.000 1,024 036 1,024,056 214,024 102,403 2140223
&4 88 Hhiscellaneous Bquipment 242.74 242,754 242794 50744 7865 3.664 59
85 Total Comman 50380 128 45475 595 47 828317 5905 451 2.805.064 £07.158
L 1)
14 TOTAL DEPRECIATION 2720429
an
69
70
71 MWE Adustment Etalf Caltualion Using HWE rates
T4 HWE Fropsed Depretialion Exponse 2,463,561 {col &, kne 67} MWE Propsed Depreciation Expense 2.468 561
75 LESS 5D Actual Depreclation Expense 2720428 (ool g, ine 67) LESS 50 Calculaled Depreciation Expenie 2779088
76 {250,567) {301,237)
ki Aireralt diffezence 3.807)  [eolk, fine 55)
78 NWE Propred Adjust {revised Stalement 1) (54 674}

Sources:
Column a thenhg b and Jines 1 troughl BT
Coiumn b tine 11,12, 15 and 16:

Revived Slalement J (response 1o DR2-26, Exhibit14)
Towers Testimany

Exhibit___[HAE-1)
Schedule &
Page 1001

NGETOII_KAR . fiea pxhdds 10-1507 2l 5253 Sor§

S0 GAS Calgulated Test Year Cafeufated Test Year  Ditercnce
Test Yoar Calculated HWE NWE Proposed Sratf Stalf Proposed Betweens Test
Pepreclation Test Year Proposed Lalculated Test Year Prupased Caicufated Test Yoar  Year Calculated
Aate Depreciation Exp Hale Deprotisticn Exp Rales Depreciation Exp & Stalf Froposed
(R} 1] (] {k} (] {m) In)

1.42% 1393 1.97% 4,704 1.97% 4,704 1313
241% 20006 2174% 25219 217% 35213 {2,789
£27% a3 L » 0.51% a2 TREN
31,400 28,891 FERET] (1260

2.5%% 1,855 O80% 4497 0305 407 {1082}
342% 503381 2.43% 357 BOD 2.20% 123,842 (179,641}
1.42% 430,708 2.00% 124,323 1.02% 2p2 424 1248, 284}
137 50961 276% 43,013 TI0% 43013 {7,840}
2.75% B 3315 46075 33% 46,075 7.138
2.43% 477 960 355% ABT 574 2.48% 340,615 (437,335}
148% 61,054 322% 75,028 2.40% 57,784 {23,3e0;
2.59% §56,920 2.14% 129,671 214% 12085 27.267}
153% 97 550 2145 58,162 TA4% 53,182 (30,428}
3.49% 34,038 2.14% 20872 214% 0872 {13,166}
2.70% 24,893 T % 15.7368 045 10730 {5,163}
1,887,553 1,562,750 1,323,785 (B73 EOB}

10.08% Rt 10.00% 733 10.08% 733 o
20.06% 828 2405 828 20.00°% 826 o]
1.43% 4304 372% 12,343 3% 12,443 7459
2.40% 07 4.B0% &7 4. 60% 67% 464
10.58% BEF 10.82% 746 18.82% Ta% 57
20.85% 2,51} 10.82% 1,359 10835 1,158 {1,354}
671%% 43 18.57% 1,268 12.57% 1,268 770
T.89% 5533 T.40% 5,338 TAD% 5,328 (594}
£T20% 21,185 16.90% 40,873 19.54% 48,823 FIsrit]
1.07% &% 4.67% 355 4.87% 355 74
I04% 15,047 5.00% 26 083 506% 26083 03e
1% 4,098 5 76% 12,002 5.26% 12002 ?.961
6.68% 51,738 4.50% 35624 5,607 35,628 {16,116}
I66% 1 &.44% 7T 5.06% 297 135
3.20% a9 2A4%% 29 2.43% a0 (1
108,668 148,500 146,500 37.232

10.60% 115,948 10.00°% 118,840 10.00% 115,948 )
14.29% 256,907 14.28% 256,807 14.28% 256,807 ¢
2046% 16,4371 20.00% 18,423 20.00% 15,473 [
0.00% bl .00 ) 0.4 b o
1.85% 66,442 281% 103,830 281 $03 858 3556
180% 23,972 4.82% 332096 4825 L0885 B,1z4
10.46% 295458 14.50% 4681 11.58% 34,681 4,732
20.00% 22077 11.56% 12,782 $1.58% 12,782 (9.795)
0.00% Q 0.00% 1] 0.08% a o
7.58% 1,385 1828% 3.26% 10.26% 3265 1000
7.58% 2282 12.36% 3.688 1236% 3689 1,427
7.58% 2110 13.14% 18,329 ¥I.14% lieyio 16,219
0.00% 1887 ¢ 2.00% 3,807 ¢ oa0% %: [ a
B3 2524 3L.23% 2,524 33.33% 2,524 0
20.00% 1634 20.08% 1534 20.00% 1634 ]
2.30%: 1475 4.18% 2580 4.18% &g 1205
201% x602 3.40% 4516 AARH 4510 1654
1875 1381 15336 1074 §.53% 1674 {368}
4.83% 6370 4 605 6,185 4685 6,105 {185}
4.12% 26770 9.48% £1,597 9.48%: 61547 32827
10.6G5% 21,402 10.01%% 21,424 19.01% 2404 2
A38% 1.664 4 894 2431 A4 B8% 2ant a7
832157 735020 728020 56 663

2,770,058 2489561 7228 586 {541,302}
Az Depreciation Asjustment (2?0.551 }

Staf! Calcuation Using S1aff rales
(&0l k, fine 67) Sta Propsed Deprociation Expense B E585  {eafm, lne 67}
{col i, line 67} LESS 53 Caleulated Depreciation Expanse 27708898 {coki,line 87}
(B41300)
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NorthWestern Energy

Docket NGO7-013

Office Space

Adjusted Test Year Ending December 31, 2006

[2) I 0 s N SV IS

10

Description

(@)

508420 Repairs & Maintenance Suplies
548000 Misc. Rent Expense

548300 Building Rental Expense
521500 Outside Service - Contractor
521500 Outside Service - Other
Utilities

TOTAL
Allocations: NWE

Gas

sSb

Column b, lines 1-5;
Column b, lines 8 - 10:
Column ¢

Column d:

2006 K&M
Expense Change Expense
{b) {c) (d)
$ 21,769 3 21,769
64,723 (48,820) 15,903
432,404 {33,519) 398,885
55,446 {14,840) 40,606

632 632

41,800 41,800

$ 574,974 5 (55279) & 519,895
2561% § {14,157.00)
3800% % (5,380.00)
55.00% | $ (2,959.00)

Company respanse to DR3-25d.

Allocation Factors
10-15-07 email from Wallman to Senger
Difference

Exhibit__ (KAS-1)

Schedule 8
Page 1 of1

NGD7-013_KAS - filed exhibits 10-19-07 xis:KAS-1 Sch 8



NorthWestern Energy

Docket NGO7-013

Purchase of Leased Aircraft (N777FW)
Adjusted Test Year Ending December 31, 2006

NorthWestern Energy
Calculations for Aircraft purchased October 1, 2007

Aircraft Cost
December 2007 Refurbishment
Asset Value

Salvage Value

Depreciation
10 yr depreciation life

Total Company
SD Gas Allocation %
SD Gas amount

Source; 10/17/07 emall from Decker to Senger

Exhibif_ {(KAS-1)
Schedule 9
Page 1 of1

4,667,740
70,000

4,737,740

4,000,000

737,740
73,774

Rate Base Depreciation  Ad Valorem Tax

4,737,740 73,774 Exempt
5.35% 5.35%
253,469 3,947

NG07-013_KAS - filed exhibits 10-19-07 xls:KAS-1 Sch 8



NorthWestern Energy

Docket NG0O7-013

Nekota Deferred PGA Cost

Adjusted Test Year Ending December 31, 2006

Description

(@)
1 Nekota Pipeline Capacity - Brookings Monthly costs
2 Nekota Pipeline Capacity - Aberdeen Monthly costs
3 TOTAL

4 Deferred from March through Nov 2007 (9 months)
5 5 year amortization

6 Unamortized Balance in Rate Base

Amount

(b)
$ 22,634
18,284
40,918

368,262

73,652

184,131

Exhibit__ (KAS-1)
Schedule 10
Page 1 of 1

Source

JJID- WP3, page 1

JJD- WP3, page 1

(40,918 X 9)

NGO07-013_KAS - filed exhibits 10-19-07 xIs:KAS-1 Sch 10



Exhibit___ {KAS-2)
Schedule 1
Page 1 of1

NorthWestern Energy

Docket NGO7-013

South Dakota Gas Average Rate Base with Known and Measurable Adjustment

Adjusted Test Year Ending December 31, 2006
South Dakota

Test Year Total South Dakota
Line Average Pro Forma Pro Forma
No. Description Per Books Adjustments Rate Base
(&) (b} {c) {u)

1 Gas Plant in Service (1G1)
2 Production 1,453,240 5 - $ 1,453,240.00
3 Distribution 59,574,648 12,300,859 71,875,507
4 General 2,447 270 - 2,447 270
5 Common 9,762,248 57,529 9,819,777
6 Total Gas Plantin Service (101) 73,237,406 12,358,368 85,595,794
7 Gas - Campleted Construction Not Classified (106) 80,917 - 80,917
8 Total Plant in Service {101 and 106) 73,318,323 12,358,388 85,676,711
9 Accumulated Depreciation
10 Produgtion 657,790 (795) 656,996
11 Distribution 22,742 462 1,927,742 24,670,204
12 General 817,072 18,616 835,688
13 Common 3,284,237 38,515 3,322,752
14 Total Accumulated Depreciation 27,501,561 1,884,079 29,485,640
15 TOTAL NET GAS PLANT IN SERVICE 45,816,762 10,374,310 56,191,072
16 Additions to Rate Base:
17 Material and Supplies 392,870 38,315 432,185
18 Fuet Stocks (Prapane & NG storage) 1,574,580 (354,828) 1,219,752
19 Prepayments - 183,848 183,848
20 Advanced Tax Collection - (120,738) (120,738)
21 Cash Working Capital - (661,602) (661,602)
22 Other - 259,131 259,131
23 TOTAL ADDITIONS TO RATE BASE 1,967,450 {654, 874) 1,312,578
24 Deductions to Rate Base:
25 Accumulated Deferred income Taxes 4,960,218 - 4,960,218
26 Accumulated Investment Tax Credit 896,615 - 896,615
27 Customer Advances for Construction - - -
28 Customer Deposits 129,399 - 129,399
29 Accumulated Provision for Uncollectibles 122772 - 122,772
3o Accumulated Provision for Injuries and Damages 269,771 - 269,771
31 Miscellaneous Operating Provisions - - -
3z Other - 52 444 52,444
33 TOTAL DEDUCTIONS TO RATE BASE 6,378,775 52 444 6,431,219
34 TOTAL SOUTH DAKOTA RATE BASE 5 41,405,437 $ 9,666,992 5 51,072,429

Sources:

Line 6 Sum of lines 2 through 5
Line B: Line 6 plustine 7

Line 14: Sum of lines 10 through 13
Line 15: Line 8 less line 14

Line 23: Sum of lines 17 through 22

Line 33; Sum of lines 25 through 32

Line 34: Line 15 plus 23 less line 33

Column b: KAS-2 Schedule 2, page 1, column b
Column c: KAS-2 Schedule 2, page 1, column k
Cofumn d: column b plus column c

NGO7-013_KAS - liled exhibits 10-19-07.x15:KAS-2 Sch 1



Linge
Mo

- [T T X g

n
11
§2

4

HornhWeslem £nergy
Dacket NGO7-013

Soulh Dakota Gas Average Hate Base with Known and Measurable Adjustmant

Acjustad Test Year Ending Decamber 35, 2006

Duscripticn

(a)
Gas Plantin Sorvice (101}
Production
Distribution
Ganarat
Comman
Talat Sas Pianl in Servieg (301)

Gas - Compleled Construction Not Classified (108}
Total Gas Plant in Service (101 and 105}

Accumulaled Deprecialicn
Production
Distribulian
Ganeral
Common
Talat Accumutaled Deprociation

TOTAL HET GAS PLANT IN SERVICE

Additions 1o Rale Base;
Material and Supplles
Fuel Slocks {Propane & NG storige)
Prepayments
Advanced Tax Collaction
Cash Working Capilal
Othar
TOTAL ADDITIONS TO RATE BASE

Daductions 1o Rate Base:
Aceurululed Deferred Incoma Taxas
Accumulated fnvesiment Tax Credjt
Cuslomer Advances for Constructan
Cuslomer Depasils
Aceumulatad Provision for Unceliezlibles
Accumulatad Provision forinjunes and Damages
Miseailangous Operating Pruvisiona
Qther

TOYAL GEDUCTIONS TG RATE BASE

TOTAL SOUTH DAKOTA RATE BASE
Source
Staif Witness Teslimany

Slaff pesilion on MOU's Adjusiment

Exhiblt___{KAS-2}

Schedule 2
Page tof2
South Dakota Purchase
TFust Yeaor Rate Freeman Depreciation Sale of of Leased Mekota Tatal Yotal Staff
Average Working Nekota Case Plant Rata Adrceaft Aircraft Deferred Heariland Staif South Dakota
Per Books Cagital Piant Expgsne Additons Change Updatas (N25ENW} [NTTEFW) GPA Cosl Piani Hate Basa
] i<} [&] (e) [0} 1] in [2] 1] U] 0] (m) )
s 1,453,240 - 5 +.453,240
58,574,648 10,979,034 $,324,825 12,300,859 74,675,507
2,447,270 - 2,447,270
9,762.258 {1B3,608) 253,469 (12.334) 51,529 4818777
13,237,806 - 10,575,034 - 1,321,825 {183,608} 253460 (12,334) 12,358,388 B5,595 794
10,917 - 597
3,358,323 - $6,979,034 - 1,321,825 (182 Bla} 253,469 {12,334} 12,358,388 B5.676,71
657,790 (795) {795) 855,996
22,742,887 2,245,064 14,762 (335,904 1827 742 24 670,204
817,072 18,616 18616 235,508
3,284 237 48437 (35.851) 1,874 38,515 3322752
27,501,551 - 2,24%,864 . 14,782 {210,651} {41,851} 1,874 1,984,070 29,405,640
45 816,762 - B.728.170 - 1,307.043 270,634 (71715 251,483 (12.334) 10.374. 310 55, 191.072
392,670 33,318 38,315 432,185
1,574,580 {354,828) {354,028) 1,218,752
183,848 163.848 183,848
- {120,735) {120,738) {120,738)
- (651,602) 661,602) {661,602)
- 75000 184,551 253111 258111
1.867.450 (782 340) - 75.000 {131 665 164 131 {684 874) 1312578
4.860.218 - 4,960,218
B95.E15 - H95.615
126,309 - 129,399
122772 - 122,172
259,771 - 269771
- 53 444 52444 52444
G.376.775 - - - 52 d44 53344 $.431.218
S 41405437 3 HBI.HDE 3 B,729170 5 75,000 5 1,]07.!]133: 5 270,659 (131.55‘5; [224,1&?; § 251,495 184,131 {12,334) $,666,992 5 51,072,428
RL¥-1,5ch 142 Statemem N MNDS-1, Sch4 HLK-3, Sch 3 KAS.3, Sch g HLK-1,5ch B KAS-18ch 5 KAS-Y 5ch 9 KAS-1 Sch g RLK-15ch &
Senger Knadle Senger Solem Knadle Senger Knadie Senger Sanger Sapger Knatie
Adjustded S{afl Proposed Accapled Accepted Adizsted Slaff Proposed Stal Proposed  Siaff Proposed  Staif Proy Staff Prog Stall Propused
wilh Conditions

OO -D1T_KAD - Het pabiita 1010672l BAG-2 Seh 2



Exhibit__ {KAS.2)
Schedule 2

Page 2 o0f2
NorhWestern Enargy

Dockel NGO7-D013

South Dakota Gas Average Rale Base with Known and Measurahle Adjustment
Adjusted Test Year Ending December 31, 2006

Sources

Line 6: Sum of lines 2 thraugh 5
Ling B: Line 6 plus line 7

Line 14: Sum of fines 10 through 13
Line 15: Line 8 less line 14

Line 23: Sum of lines 17 through 22
Line 33: Sum of lines 25 through 32
Line 34: Line 15 plus 23 less lina 33

Column b, line 2:
Ceolumn b, line 3
Column b, ling 4:
Calumn b, line &:
Cotumn b, line 7:

Column b, fine 10:
Column b, line 31:
Columa b, line 12:
Column b, line 13:
Column b, line 17:
Column b, line 18:

Column b, fine 25:
Column b, fine 26:
Column b, line 27;
Column b, line 28:
Column b, line 29:
Column b, line 30t
Column b, ling 3%:

Column ¢, ling 20:
Column g, line 21:

Calumn d, line 3:

Column g, line 11:

Columa e, line 22:

Coltumn f, ling 3:
Column f, line 11:

Column g, line 10:
Column g, iine 11:
Column g, ine 12:
Column g, line 13:

Coflumn h, ling 17:
Column h, line 18:
Column h, line 1%;

Column |, line 5:
Column i, line $3:
Column i, ling 32:

Column j, line 5t
Golumn |, line 13:

Column k, line 22:

Column i

Column m;

NWE - Schedule D-3, page 2 of 2, column (i}, line 5
MWE - Schedule D-3, page 2 of 2, column (i}, line 18
NWE - Schedule D-3, page 2 of 2, columni (i}, line 32

NWE - Exh JJD-1, Schedule 8.3, page 1 of §, column {g), line 19 & rasonse to DR2-25, Exhibit 18, page 2 of 2, column g, ling 22.

NWE - Exh JJD-1, Schedule 9.3, page 2 of 5, column (&), line 19
NWE - Statemen! E, page 1 of 2, columna (b}, ling 17

NWE - Slatement E, page 1 of 2, column (c), line 17

NWE - Statement E, page 1 of 2, cofumn (d), line 17

BR7-10 {exh 7-10) andNWE - Exh JJD-1, Schedule 8.3, page 1 ¢l 5, eoluma (e), ling 39
NWE - Exh JJD-1, Schedule 8.3, page 3 of 5, column (g}, line 19
NWE - Exh JJD-1, Schedule 8.3, page 4 of 5§, column (e), line 39 plus
page 5, column € line 18

NWE - Exh JJD-1, Schedule 8.3, page 3 of 5, column (&), line 39
Resonse to DR2-36 - exhibt 23

Rescnse to DR2-38 - exhibt 23

Resonse to DR2.37 - exhibt 23

Resonse to DR2-39 - exhibt 23

Resonse to DR2-41 - exhibt 23

Resonse to DR2-42 & 43 - exhibt 23

RLK-1 Schedule 1, ¢column b, ine 30
RLK-1 Schedule 1, column g, line 4

Statement N
Statement N

NDS-1, Schedule 4, celumn c, line 6

RLK-1, Schedule 3, page 1, column b, line 1
RLK-1, Schedule 3, page 1, calumn b, line 2

142 depreciation as found on KAS-1, Schedule 6, column n, line 6

1/2 depreciation as found on KAS-1, Schedule 6, column n, line 21
1/2 depreciation as found an KAS-1, Scheduie §, column n, line 34
1/2 depreciation as found on KAS-1, Sthadulz &, column n, line 65

RLK-1, Schedule 8, column &, line 4
RLK-1, Schedule 8, column ¢, line 13
RLK-1, Schedule 8, calumn c, line 17
KAS-1, Schedule 5, line 7

KAS-1, Schedule 5, ling B

KAS-1, Schedule 5, line Ba

KAS-1, Schedule §
1/2 deprectlion as found on KAS-1, Schedule 3, column af, line 168

KAS-1, Sthedule 10, column b, line &
Sum of columns ¢ through k

Column b ptus cofumn |

NGO7-013_KAS - fied axhibits 10-19-07.x15:KAS-2 Seh 2 sources





