BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION
OF NORTHWESTERN ENERGY PUBLIC

SERVICE CORPORATION DBA

)

)

) SETTLEMENT STIPULATION
NORTHWESTERN ENERGY FOR )

)

)

)

AUTHORITY TO INCREASE RATES FOR NG24-005

NATURAL GAS UTILITY SERVICE IN SOUTH
DAKOTA

It is hereby stipulated and agreed by and between NorthWestern Energy Public Service
Corporation doing business as NorthWestern Energy (“NorthWestern) and the South Dakota
Public Utilities Commission Staff (“Staff”) (collectively the “Parties”), that the following
Settlement Stipulation (“Stipulation”) should be adopted without modification by the South Dakota
Public Utilities Commission (“Commission”) in the above-captioned matter. In support of its
Application for Authority to Increase Its Natural Gas Rates (“Application”), NorthWestern offers
this Stipulation, the Application, and all supporting materials filed June 21, 2024.

I. INTRODUCTION

On June 21, 2024, NorthWestern filed the Application through which it requested authority
to increase annual natural gas base-rate revenues by approximately $6.0 million annually based on
NorthWestern’s test year ending December 31, 2023. On July 8, 2024, the Commission issued an
Order Suspending Operation of Proposed Rates; Order Assessing Filing Fee; Order Authorizing
Consulting Contracts. No parties sought to intervene. No NorthWestern customers requested that
the Commission hold a public hearing.

Staff and NorthWestern negotiated a settlement to arrive at a mutually acceptable resolution
of this matter. As a result of the negotiations, Staff and NorthWestern have resolved all issues

between them in this proceeding and have entered into this Stipulation, which, if accepted and



ordered by the Commission, will determine the rates that result from this proceeding.
II. PURPOSE

This Stipulation has been prepared and executed by the Parties for the sole purpose of
resolving the issues between them in Docket No. NG24-005. The Parties acknowledge that they
may have differing views and reasons to support and justify the end result of the Stipulation, but
each party deems the end result to be just and reasonable. In light of such differences, the Parties
agree that the resolution of any single issue, whether explicit or implied by the Stipulation, should
not be viewed as precedent setting for this or future rate proceedings involving NorthWestern or
any other South Dakota regulated public utility under the Commission’s jurisdiction. In
consideration of the mutual promises hereinafter set forth, the Parties agree as follows:

1) Upon execution of this Stipulation, the Parties shall immediately file this
Stipulation with the Commission together with a joint motion requesting that the Commission issue
an order approving this Stipulation in its entirety without condition or modification.

2) This Stipulation includes all terms of settlement and is submitted conditioned on
the understanding that, in the event the Commission imposes any changes in or conditions to this
Stipulation which are unacceptable to either Party, this Stipulation may, at the option of any Party,
be withdrawn and shall not constitute any part of the record in this proceeding or any other
proceeding nor be used for any other purpose in this case or in any other case.

3) This Stipulation shall become binding upon execution by the Parties, provided
however, that if this Stipulation is not approved by the Commission or is withdrawn in accordance
with Paragraph 2 above, it shall be null, void, and inadmissible in this case or in any other case.
This Stipulation is intended to relate only to the specific matters referred to herein; no Party waives

any claim or right which it may otherwise have with respect to any matter not expressly provided



for herein; no Party shall be deemed to have approved, accepted, agreed, or consented to any
ratemaking principle, or any method of cost of service determination, or any method of cost
allocation underlying the provisions of this Stipulation, or be advantaged or prejudiced or bound
thereby in any other current or future rate proceeding before the Commission. No Party nor
representative thereof shall directly or indirectly refer to this Stipulation or that part of any order of
the Commission relating to this Stipulation as precedent in any other current or future rate
proceeding or any other proceeding before the Commission.

4) The Parties to this proceeding stipulate that all prefiled testimony, exhibits, and
workpapers will be made a part of the record in this proceeding. The Parties understand that if the
issues had not been settled in this matter, a procedural schedule would have been established, Staff
would have formalized their positions in testimony, NorthWestern would have filed rebuttal
testimony, Staff would have responded to certain positions contained in NorthWestern’s rebuttal
testimony, and an evidentiary hearing would have been conducted where the witnesses providing
testimony would have been made available for direct and cross-examination.

5) It is understood that Staff enters into this Stipulation for the benefit of all of
NorthWestern’s South Dakota customers affected by this docket.

III. ELEMENTS OF THE SETTLEMENT STIPULATION
1. Revenue Requirement

The Parties agree that the total natural gas revenue deficiency is $4,599,335. Paragraphs 2-
6 below describe specific subjects agreed upon by the Parties. The Parties agree to a 6.91% rate of
return on rate base.

2. Approval of Manufactured Gas Plant Recovery Rates

The Parties agree that NorthWestern will update the MGP recovery rate included in base



rates. The current recovery of $1,739,887 was established in docket NG11-003. The revised
annual expense recovery amount from this settlement based on current actual costs is $394,246.
The updated recovery rate for each class will be based on the settlement revenue requirement rate
increase allocation from NG24-005. All MGP costs and recoveries will be tracked and interest
will accrue or be paid at the settlement rate of return from this rate case.

NorthWestern has accrued costs for 3 additional sites. To date, $94,929 of costs have
been accrued for these sites. This accrued amount will be included as part of MGP recovery
under this settlement.

On or before January 1 of each year, NorthWestern will submit an informational filing
that provides cost and recovery amounts for the 12-month period ended October 31. This filing
will also include the Arcadis report that projects future MGP expenditures. Through a new
docket filing, NorthWestern may seek Commission approval of a credit refund or 12-month

surcharge in order to level the over/under collected balance.

3. Tariffs

The Parties agree that the rate design to be set forth in the revisions to NorthWestern’s
tariffs is just and reasonable. The Parties agree that the increase in rates for natural gas service will
be allocated to the affected rate classes resulting in increases as shown in Exhibit 1.

The Parties agree that the revised rate schedules, attached as Exhibit 2, shall be
implemented for service rendered on and after Commission approval with an effective date of
December 19, 2024.

4. Customer Notice

Customers will be notified of the change in rates through a bill insert provided with the



first month of bills to which new rates apply. The bill insert is provided as Exhibit 3.

5. Rate Case Expense
The Parties agree that the total rate case expense associated with Docket No. NG24-005 is a
total of $52,282 and that a three-year amortized amount of $17,427 in rate case expense is included
in the revenue requirement.
6. Moratorium
A. The Parties agree that NorthWestern shall not file any base rate application for an
increase in natural gas base rates which increase would go into effect prior to January 1, 2028;
provided, this restriction would not prevent NorthWestern from filing for a natural gas base rate
increase to take effect prior to January 1, 2028, if NorthWestern’s cost of service is expected to
increase due to an “Extraordinary Event.” The Parties agree that this rate moratorium does not
restrict NorthWestern from adjusting or applying to the Commission to implement any rider or
other adjustment mechanism, including, but not limited to, the Purchased Gas Adjustment, Ad
Valorem Taxes Paid Adjustment, or environmental improvement adjustment or other rider or
adjustment mechanism that may take effect on or after the effective date of final rates.
B. As used in this Stipulation “Extraordinary Event” is any one of the following
occurrences:

1) Governmental Impositions — Changes in federal, state, or local governmental
requirements or governmental charges including, but not limited to, income taxes, taxes, charges or
regulations imposed on energy, emissions, or environmental externalities requirements imposed
after the effective date of final rates approved in this docket, upon NorthWestern that are projected
to cause its South Dakota natural gas cost of service to increase by $1,000,000 or greater. Increases

in NorthWestern’s South Dakota natural gas cost of service that are less than $1,000,000 will be
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presumed not to be material for the purposes of this paragraph.

2) Major Capital Additions — New natural gas capital projects with individual budgets

expected to be allocated to the South Dakota jurisdiction greater than $10,000,000.

3) Force Majeure (Act of God) — A force majeure event causing an immediate material

impact to NorthWestern’s South Dakota cost of service which without allowing a revision to rates

would impair NorthWestern’s ability to provide safe, adequate, and reliable natural gas service to

1ts customers.

This Stipulation is entered into effective this 4th day of December, 2024.

NORTHWESTERN ENERGY

ITS: VP & Chief Financial Officer

Exhibits to Settlement Stipulation

Exhibit 1 Allocation of Rate Increase
Exhibit 2 Revised Tariffs
Exhibit 3 Customer Notice

SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION STAFF

BY: (Unerde T) Possr

ITS: _Staff Attorney
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