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MCC-127 

MONT ANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding : Depreciation studies, section 2 
Witness: Robinson 

Please provide Tables 1-7 in Section 2 of both depreciation studies on 
electronic medium in Excel readable format. 

Response: 

Please see "Attach 1 to MCC-127 Response Elec Tables" and "Attach 2 to MCC-127 
Response-Common Tables" on the enclosed CD. 



MCC-128 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Observed life tables 
Witness: Robinson 

Please provide the various values on the Observed Life Tables in Section 5 of 
both depreciation studies on electronic medium in Excel readable format. 

Response: 

The requested information is not available in Excel format. The pdf documents are 
contained in Section 5 of the depreciation study reports. 



MCC-129 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Depreciation studies, section 6 
Witness: Robinson 

Please provide the various values in Section 6 of both depreciation studies on 
electronic medium in Excel readable format. 

Response: 

The requested information is not available in Excel format. The pdf documents are 
contained in Section 6 of the depreciation study reports. 



MCC-130 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

OAT A REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. 02015.6.51 

Regarding : Net salvage values 
Witness: Robinson 

Please provide the various net salvage values in Section 8 of the Electric 
depreciation studies on electronic medium in Excel readable format. 

Response: 

The requested information is not available in Excel format. The pdf documents are 
contained in Section 8 of the depreciation study reports. 



MCC-131 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Original cost 
Witness: Robinson 

Please provide the original cost, by vintage, by account as reflected in Section 
9 of the depreciation study, on electronic medium in Excel readable format for 
each account separately. 

Response: 

There is no Section 9 in either the Electric or Common Plant depreciation study 
reports. 



MCC-132 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: SPR analysis 
Witness: Robinson 

Please provide the output of each separate SPR analysis whether relied upon 
or not, by account. 

Response: 

Given that actuarial data files were available for study, SPR analysis was not 
completed in the performance of the study. 



MCC-133 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Life and net salvage data 
Witness: Robinson 

Please provide all life and net salvage input data, both before adjustment or 
modification and after adjustment or modification, on electronic medium in 
Excel readable format by account. 

Response: 

Please see "Attach 1 a to MCC-133 Response-Eiec Plant Data", "Attach 1 b to MCC-
133 Response-Eiec Salv Data", "Attach 2a to MCC-133 Response-Common Plant 
Data", and "Attach 2b to MCC-133 Response-Common Salv Data" on the enclosed 
CD. 



















MCC-141 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

OAT A REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. 02015.6.51 

Regarding: Forecasted net salvage amounts 
Witness: Robinson 

Please provide a detailed narrative explaining specifically how annual inflation 
built into forecasted net salvage amounts was employed in the development of 
the final proposed net salvage parameters for all accounts. 

Response: 

The utilized net salvage estimation process is consistently applied across all studied 
property groups. 

While shown in the net salvage analysis, Section 8 of the Electric study and Section 7 
of the Common Plant study, the analysis of net future inflation has not been 
specifically included or requested within the net salvage estimates. The information is 
included within the studies to identify the levels of ultimate future net salvage 
percentages that are anticipated to be experienced throughout the remain ing life of 
the property groups. This circumstance will occur inasmuch as the historical 
retirements that produced the level of net salvage experienced to date occurred in 
conjunction with retirements of property that was of far younger ages than the 
estimated average service life of each of the applicable studied property groups. 
Accordingly, future retirements will need to occur at far older ages to achieve the 
estimated average service life, therefore, far higher levels of negative net salvage, 
much of which is related to labor cost, will result with the occurrence of the older aged 
retirement amounts. Accordingly, the experienced historical net salvage likely 
significantly understates the overall net salvage that will be experienced as the 
property groups continue to age. 

The net salvage forecast analysis is simply an additional tool used to provide 
information about the level of net salvage anticipated to occur relative to the current 
plant in service through the end of its life. Lastly, the historical component of net 
salvage is what has transpired for the smaller portion of the Company's property that 
has been retired to date. As noted, such retirements have routinely occurred at ages 
far younger than the average service of the various property groups. 



MCC-142 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Inflation 
Witness: Robinson 

To the extent future inflation expectations was specifically factored into the 
determination of the proposed net salvage value, please explain why future 
inflation was not discounted back to a net present value level so that current 
customers would not be paying with current dollars for future inflated costs. 
Further, provide all support for such position. 

Response: 

Future inflation was not specifically included in the determination of the proposed net 
salvage percentages. Furthermore, any such inclusion would not be discounted back 
inasmuch as the customer would gain the benefit of any add itiona l negative net 
salvage and related depreciation expense as a deduction to rate base and the 
corresponding lower cost of service. 



MCC-143 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

OAT A REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. 02015.6.51 

Regarding : Net salvage, life-related workpapers 
Witness: Robinson 

Please provide all net salvage and life-related workpapers. All workpapers 
should be provided on electronic medium in Excel readable format. 

Response: 

The life and salvage analysis completed with the preparation of the depreciation 
studies was completed in real time via depreciation software as well as Excel 
workbooks. Please see the response to MCC-127 and MCC-133 for the input 
information to the study controls and analysis. Also see, the Attach to MCC-143 on 
the enclosed CD that contains all the supporting documents that were used to 
develop the Electric and Common Plant depreciation databases. 











MCC-147 

MONTANA-DAKOTA UTILITIES CO. 
MONT ANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Industry data 
Witness: Robinson 

Please provide all industry data associated with life and net salvage 
parameters reviewed or in the possession of either the Company or its 
depreciation consultant. 

Response: 

Please see "Attachment to MCC-147 Response" on the enclosed CD. References 
were only made to industry data for Accounts 355, 356, 362, 364, and 365. Service 
life information is being provided for those property groups. 



MCC-148 

MONTANA-DAKOTA UTILITIES CO. 
MONT ANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Consultant's past work 
Witness: Robinson 

Please provide a copy of each of Mr. Robinson's electric-related depreciation 
studies, including all testimony and exhibits submitted during the past three 
years. 

Response: 

The completion of depreciation studies for clients run in cycles. Other than the MDU 
depreciation study that was completed during 2015, Mr. Robinson's studies, during 
the requested period , were related to Gas Distribution, Gas Pipelines , Water, 
Wastewater, and Telecommunications studies as well as valuation projects. 



MCC-149 

MONT ANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Consultant's depreciation related past work 
Witness: Robinson 

Please provide a copy of all speeches, articles, publications, etc., relating to 
depreciation developed in total or in part by the Company's outside 
depreciation consultant during the past 10 years. 

Response: 

Please see "Attachment to MCC-149 Response" on the enclosed CD. 





MCC-151 

MONT ANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Atypical historical values 
Witness: Robinson 

Please identify each historical value by account by year that the Company 
considers to be atypical or abnormal. Further, specifically state the treatment 
afforded such data in the determination of life or salvage parameters by 
account along with the basis for the manner in which the data was treated. 
Finally, provide all support and justification for determining why each value 
was atypical or abnormal. 

Response: 

No data was identified and/or was excluded due to consideration of atypical or 
abnormal status. 



MCC-152 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Personnel working on depreciation 
Witness: Most appropriate witness 

Please identify each Company or outside personnel who had meaningful or 
significant input into the establishment of depreciation parameters as reflected 
in the Company's depreciation request. For each such individual, provide the 
name, department, job title, the information provided by account, the period at 
which such information was provided, and the support for the information 
provided. 

Response: 

The depreciation study project was completed over a period starting during 2014 with 
completion on or about the end of April , 2015. Initially, extensive detail accounting 
information was provided to enable the assembly of the depreciation databases for 
both Electric and Common Plant. The fixed asset accounting department staff 
maintains and has access to all such historical records which are assembled and 
maintained via the use of the Power Plan system. Different fixed asset systems were 
used to maintain earlier records, which were transitioned to the present property 
record system. 

During the analysis and depreciation development phase of the study one or more 
conference calls were held with the Fixed Asset Accounting Manager to clarify 
accounting data items, as well as ultimately discussions were held with senior 
management responsible for the Company's various operating areas. The various 
individuals participating in the conference califs have been: 

Jay Skabo - Vice President, Electric Supply 
Allan Welte - Director, Generation 
Rob Frank- Director, Electric Transmission Engineering 

Pat Darras - Vice President, Operations 
Daryl Anderson- Director, Distribution Engineering 

Garret Senger- Executive Vice President of Regulatory Affairs & Chief Accounting 
Officer 

Paul Bienek- Manager, Fixed Asset Accounting 
Jeffery Hauff- Supervisor, Fixed Asset Accounting 

Topics covered related to operations of the properties within the major investment 
accounts, the recent focus which has been more on growth and how the current and 
future activity is moving more towards increased replacement of property, particularity 
with regard to Transmission and Distribution facilities. 



MCC-153 

MONT ANA-DAKOTA UTILITIES CO. 
MONT ANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Categorization of plant 
Witness: Robinson 

Please provide a detailed categorization of plant within each account or 
subaccount as well as the corresponding dollar level of investment by 
category. The information should be provided on electronic medium in Excel 
readable format. 

Response: 

Please see response to MCC-143. 



MCC-154 

MONTANA-DAKOTA UTILITIES CO. 
MONT ANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding : Categorization of retired plant 
Witness: Robinson 

Please provide a detailed categorization of plant retired by year for the past 10 
years within each account or subaccount as well as the corresponding dollar 
level of investment by category. The information should be provided on 
electronic medium in Excel readable format. 

Response: 

Please see response to MCC-143. 



MCC-155 

MONTANA-DAKOTA UTILITIES CO. 
MONT ANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Depreciation policy 
Witness: Most appropriate witness 

Please provide the Company's policy regarding the continuation of recording 
depreciation expense once an asset becomes fully accrued. Further, state 
when such policy was implemented. 

Response: 

Montana-Dakota's annual depreciation expense is based upon the use of the group 
depreciation procedure. Under the use of group depreciation, the annual 
depreciation expense is based upon continuously applying the account level 
depreciation rate to the applicable depreciable balance. Gains or losses or 
termination of annual depreciation expense are not recognized within group 
depreciation. Depreciation is not applied to individual items (as would be done with 
Individual Unit depreciation) within the property group, thus, the fully accrued 
circumstance does not exist, with the exception of a potential dying or static property 
group investment. Any such occurrences are unusual and are handled on a case by 
case basis. 



MCC-156 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Use of judgment and experience 
Witness: Robinson 

Please provide the following as it relates to the reliance on judgment and 
experience in determining the final selection of life or net salvage parameters: 

a. The specific role that judgment and experience played in development of 
life or net salvage parameters for each account where that was the main 
or significant reason for the selected values. Further, provide all 
significant or meaningful support for the claimed judgment and 
experience relied upon. The information should be in sufficient detail so 
as to adequately identify the role and impact resulting from the judgment 
and experience in establishment of the final value for each account. 

b. The specific role that judgment and experience played in development of 
life or net salvage parameters for all other accounts in sufficient detail to 
clearly identify the role played in establishment of the final value. 

c. All underlying documentation that verifies the reasonableness of the 
claimed role of judgment and experience as it influenced the final 
selection of net salvage for each account (e.g., as shown on the 
attachments, utilities, x, y, and z have the same type of accounting 
procedures and composition of investment in Account XXX as does the 
Company. Each of these companies exhibited net salvage levels similar 
to those proposed for the Company. Therefore, the average net salvage 
level of the other companies was used for the Company. Attached are 
copies of depreciation surveys indicating net salvage amounts for 40 
different companies with similar plant. The average of these companies 
was used.) 

d. A detailed narrative identifying and explaining each item of judgment and 
experience relied on by account and/or subaccount in the establishment 
of life and net salvage values. 

Response: 

The estimation of life and net salvage is both a quantitative and qualitative process. 
Under the quantitative tasks historical service life analyses are prepared to review 
what has occurred within the company over time. Under the qualitative tasks, the 
range of the historical study results are considered along with statistics related to the 
applicable property group, including but not limited to the general content of the 
property group, the investment balance, growth, average age of the property, levels 
and ages of retirements, and specific changes known to have occurred and/or that 
are anticipated as well as knowledge, experience and qualifications within the 



MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

depreciation discipline. The process is one of informed judgment, given the known 
facts and expectations, as opposed to simple uninformed judgment. The process is a 
collective and not a simple arithmetic weighting or average or a percentage of a set of 
preselected list of tasks or occurrences. 

To look at judgment in a different way it is helpful to better understand the concept of 
"judgment". Judgment, via a dictionary definition, is defined as the process of forming 
and opinion or evaluation by discerning and comparing with discerning being defined 
as "to come to know or recognize mentally"---as opposed to a quantitative calculation. 

Any depreciation study requires informed judgment by the analyst conducting the 
study. A knowledge of the property being studied , company policies and procedures, 
general trends in technology and industry practice, and a sound basis of the 
understanding of depreciation theory are need to apply informed judgment. There 
are multiple factors, activities, actions, property characteristics, statistical 
inconsistencies, various property mixes in accounts and other considerations that 
impact the analysis--- often occurring in different directions. Judgment is used to 
synthesize the items into a general understanding of the factors. Individually not one 
of these items may have a substantial bearing on the result, but collectively these 
considerations shed a light on the overall assessment of the property. Judgment is 
often defined as deduction, inference, wisdom, common sense, or the ability to make 
sensible decisions. There is no single correct result from statistical analysis, 
averages, weighting analysis, hence, there is no answer absent judgment. The 
inference from the data request would require a seemingly impossible task of turning 
judgment into purely quantitative facts. Accordingly, the expectation that judgment 
can be transformed into fact contradicts the concept of judgment. If judgment were 
quantifiable it would not be judgment 

It must be noted that historical analysis is simply a tool, along with professional 
knowledge and experience, used to develop estimates of future service lives and 
patterns. The ultimate estimate of the depreciation parameters needs to give 
consideration to the range of historical study results, current operations, and future 
expectations. That is, while statistical curve fits or salvage averages are part of the 
historical analysis process , the ultimate the estimation of depreciation parameters is 
not a simple mathematical exercise or ranking process. 

It is specifically stated in page 126 of the NARUC Depreciation Practices Manual that 
"Depreciation analysts should avoid becoming ensnared in the mechanics of the 
historical life study and relying solely on mathematical solutions. The reason for 
making an historical life analysis is to develop a sufficient understanding of history in 
order to evaluate whether it is a reasonable predictor of the future. The importance of 
being aware of circumstances having direct bearing on the reason for making an 
historical life analysis cannot be understated. These circumstances, when factored 
into the analysis, determining the application and limitations of an historical life 
analysis." 



MONT ANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Furthermore, historical statistical analysis , at times, produces indications of lives or 
salvage that are irrational and/or inappropriate to use as a basis for capital recovery. 



MCC-157 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

OAT A REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. 02015.6.51 

Regarding: Site visit information 
Witness: Robinson 

Please provide a copy of all site visit notes, pictures, etc., associated with any 
site visits performed by the Company's depreciation witness, specifically 
identifying the dates and times associated with the visual inspection of each 
specific type of property. Further, to the extent meaningful or significant 
information was obtained during such visit(s) and not already reflected in the 
notes, then provide those items. 

Response: 

Property tours have been completed in conjunction with the preparation of earlier 
Electric Depreciation studies. Copies of photos and documents from those tours and 
related meetings are included as an Attach to MCC-157 on the enclosed CD. Also , 
please see response to MCC-152 for a discussion of information gathered throughout 
the course of the study from the accounting department staff as well as discussions 
with senior operating management related to current and anticipated future 
operations. 



MCC-158 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

OAT A REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. 02015.6.51 

Regarding: Support for life and salvage parameters 
Witness: Robinson 

Please provide all additional bases, evidence, opinions, assumptions, 
documents, analyses, etc. that either describes, explains, supports, and/or 
justifies the specific life and salvage parameters proposed for each separate 
account or subaccount that has not already been provided. 

Response: 

Please see the responses to MCC-156, MCC-1 67, and Section 4 of each of the 
depreciation study reports. 



MCC-159 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Retired dollar amounts 
Witness: Robinson 

Please identify the quantity of dollars retired by year by account for the past 10 
years in which a replacement item of investment was not installed at the same 
time that the retirement was removed or retired in place. 

Response: 

Montana-Dakota does not track retirements in the requested manner. The 
information is not readily available. 



MCC-160 

MONTANA-DAKOTA UTILITIES CO. 
MONT ANA CONSUMER COUNSEL 

OAT A REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. 02015.6.51 

Regarding: Retirements 
Witness: Robinson 

Please identify what percentage of retirements was abandoned in place by 
account by year for the past 10 years on a dollar basis. 

Response: 

Montana-Dakota does not track retirements in the requested manner. The 
information is not readily available. 



MCC-161 

MONT ANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

OAT A REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. 02015.6.51 

Regarding: Supplementary information 
Witness: Robinson 

For each meaningful or significant supplementary item of information obtained 
from operating personnel concerning outlooks, expectations, practices, plans, 
etc. as they relate to life or salvage considerations, please provide the 
following, by account: 

a. A detailed narrative identification of each separate item. 

b. The individual from whom each such item of information was obtained. 

c. The inquiry made to elicit the item of information. 

d. All underlying data, reports , documents, etc., that address, support or 
justify each separate item of information. 

e. The impact each separate item of information had in the development of 
each depreciation parameter by account. 

Response: 

Please see the responses to MCC-156, MCC-167, and Section 4 of each of the 
depreciation study reports. 



MCC-164 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Historical net salvage data 
Witness: Robinson 

Please state if the historical net salvage data (i.e., gross salvage, cost of 
removal, and retirements) are time-synchronized. If not, please state the 
longest time frame between the reporting of one component versus another 
component of a retirement, as well as the average time period for such 
situations by account. 

Response: 

Time synchronization of salvage components are not specifically performed. The 
prepared net salvage analysis , as contained in the depreciation study reports, does 
provide information both on an annual basis as well as three year rolling averages. 
Such three year rolling averages, while not specific time synchronization , have a 
similar effect of linking any variations between the occurrence of retirements and 
corresponding related activities, plus levelizes year to year variations in the overall 
net salvage activity. 



MCC-165 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Emergency replacements 
Witness: Robinson 

Please provide the annual dollar level associated with emergency replacement 
situations reflected in the cost of removal amounts in the depreciation study by 
account for the past 10 years. 

Response: 

Please see the response to MCC-134. 



MCC-166 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

OAT A REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. 02015.6.51 

Regarding: Reuse material 
Witness: Robinson 

Please provide the Company's accounting treatment for reuse material. 
Further, provide all underlying support and justification for the process 
employed. Finally, provide the level of plant retired and returned to stores by 
account during the past 10 years along with the corresponding accounting 
values for salvage by year. 

Response: 

There is very little reuse of stores material such as poles and conductor so any 
returns to inventory are credited to the addition side of the project. Montana-Dakota 
does not track retirements in the requested manner. The information is not readily 
available . 



MCC-167 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Recommended net salvage level 
Witness: Robinson 

For each account, please provide a specific and detailed narrative of the 
process employed by the Company's depreciation witness to arrive at his 
recommended net salvage level. The response should identify each significant 
or meaningful item of information, whether that information is historical data, 
management input, or other and how such information was specifically 
combined to arrive at the final recommended level. 

Response: 

The utilized net salvage estimation process is consistently applied across all studied 
property groups. 

First, within the MDU-Eiectric depreciation study there was no net salvage included 
within the development of the proposed depreciation rates for the Steam and Other 
Production functions. 

Likewise, while shown in the net salvage analysis, Sec 8 of the Electric study and 
Section 7 of the Common Plant study, the analysis of net future inflation has not been 
specifically included or requested within the net salvage estimates. The information is 
included within the studies to identify the levels of ultimate future net salvage 
percents that are anticipated to be experienced throughout the remaining life of the 
property groups. This circumstance will occur inasmuch as the historical retirements 
that produced the level of net salvage experienced to date occurred in conjunction 
with retirements of property that was of far younger ages than the estimated average 
service life of each of the applicable studied property groups. Accordingly, future 
retirements will need to occur at far older ages to achieve the estimated average 
service life, therefore, far higher levels of negative net salvage, much of which is 
related to labor cost, will result with the occurrence of the older aged retirement 
amounts. Accordingly, the experienced historical net salvage likely significantly 
understates the overall net salvage that will be experienced as the property groups 
continue to age. 

The net salvage forecast analysis is simply an additional tool used to provide 
information about the level of net salvage anticipated to occur relative to the current 
plant in service through the end of its life. Lastly, the historical component of net 
salvage is what has transpired for the smaller portion of the Company's property that 
has been retired to date. As noted, such retirements have routinely occurred at ages 
far younger than the average service of the various property groups. 

The estimated future net salvage percent for each property group, while it gives 
consideration to the overall average, recent experience, and forecast analysis, most 



MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

weight is given to the more recent years three-year rolling averages. The process is 
one of gradualism towards more future looking calculations which is more 
representative of the future net salvage, as opposed to overall historical averages, 
that can be anticipated during future period and at the end of life of the property 
group. The estimation of future net salvage is not a mathematical or averaging 
process but one of interpretation of the range of recent gross salvage, cost of 
removal/retirement, and net salvage and how such levels can more reasonable be 
anticipated to occurring during coming years. If there are known or anticipated 
changes to the recent levels, such anticipated events are included in the future net 
salvage estimate. 

Also, see response to MCC-156. 





MCC-169 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Funds for relocation projects 
Witness: Most appropriate witness 

Please identify the treatment afforded funds received for relocation projects 
(e.g., all funds are booked in Account 108 as salvage, other). Further, provide 
the basis for the Company's treatment of such funds. 

Response: 

Funds received for capital relocation projects are proportionately allocated to the 
addition and retirement costs incurred. The basis for the allocation is to directly offset 
the addition and retirement costs incurred for which the funds are received. 



MCC-170 

MONTANA-DAKOTA UTILITIES CO. 
MONT ANA CONSUMER COUNSEL 

OAT A REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. 02015.6.51 

Regarding : Retirement work orders 
Witness: Most appropriate witness 

Please provide a copy of each retirement work order associated with the 
retirement of one mile or more of electric distribution lines during the past 10 
years. 

Response: 

Montana-Dakota does not track retirements in the requested manner. The 
information is not readily available. 



MCC-171 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding : Sales of utility property 
Witness: Most appropriate witness 

For any sale of utility property since the Company's last rate case, please state 
whether the gain or loss associated with such sale is contained in the 
accumulated provision for depreciation. If not, identify the amount by year and 
by plant account associated with the plant retired and the account to which the 
gain or loss was booked. Further, provide all support and justification for such 
actions. 

Response: 

There has been no gain or loss recorded for the sale of utility property since the last 
rate case other than some minor land disposals affecting Montana. 



MCC-172 

MONT ANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Observed life table 
Witness: Robinson 

Please identify where along the observed life table the data is considered 
insignificant in the curve fitting process by account (e.g., when the exposures 
in an age interval reaches 1% of the exposures in age interval 0.0, etc.). Further, 
provide all support and justification for the determination criteria relied upon. 

Response: 

Please see response to MCC-173 relative to the use of historical statistical analysis 
and the use of the results in estimating future service lives. There is no specific 
definitive level at which the data is immediately insignificant. Consideration must be 
given to the range, continuity, and level of exposures. Clearly when the exposures 
decline to a level that one or more year's retirements could materially alter the 
subsequent data points the data is of less value. Again the process is a tool that 
needs to be used with rational thought. 



MCC-173 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Mathematical and visual curve fitting 
Witness: Robinson 

Please identify whether and how mathematical and visual curve fitting were 
relied upon in the establishment of life parameters by account. If both were 
employed, rank them in order of importance or significance. Further, provide all 
support and justification for reliance on and ranking of each. 

Response: 

The request presumes that historical analysis results will automatically be repeated in 
the future life of the property. It must be noted that historical analysis is simply a tool , 
along with professional knowledge and experience, used to develop estimates of 
future service lives and patterns. The ultimate estimate of the depreciation 
parameters needs to give consideration to the range of historical study results, 
current operations, and future expectations. That is, while statistical curve fits are 
part of the historical analysis process, the ultimate the estimation of depreciation 
parameters is not a simple mathematical exercise or ranking process. 

This is highlighted by page 126 of the NARUC Depreciation Practices Manual which 
states "Depreciation analysts should avoid becoming ensnared in the mechanics of 
the historical life study and relying solely on mathematical solutions. The reason for 
making an historical life analysis is to develop a sufficient understanding of history in 
order to evaluate whether it is a reasonable predictor of the future. The importance of 
being aware of circumstances having direct bearing on the reason for making an 
historical life analysis cannot be understated. These circumstances, when factored 
into the analysis, determining the application and limitations of an historical life 
analysis." 

Furthermore, historical statistical analysis, at times, produces indications of lives or 
salvage that are irrational and/or inappropriate to use as a basis for capital recovery. 







MCC-175 

MONT ANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Adjustment No. 10- Thunder Spirit 
Witness: Jacobson 

Provide support for: 

a. Annual easements. 

b. Basis for the amount included fot insurance expense. 

Response: 

a. The material responsive to this request is confidential. Montana-Dakota will 
provide this information on a confidential basis upon entry of a protective order 
by the Commission. A motion for protective order was filed October 26, 2015. 

b. The Thunder Spirit Wind (TSW) insurance expense is based upon the 
insurance premiums paid for the Cedar Hills wind farm project. The 2015 
insurance premium cost for Cedar Hills is $0.1091 per $1,000 of value. The 
capital cost of the TSW project is $220 million which calculates to an annual 
insurance premium of $240,020. 

















MCC-182 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 

DOCKET NO. D2015.6.51 

Regarding: Testimony of A. Welte 
Witness: Welte 

Provide a copy of the URS contract for the MATS project at Lewis & Clark. 

Response: 

The material responsive to this request is confidential. Montana-Dakota will provide 
this information on a confidential basis upon entry of a protective order by the 
Commission. A motion for protective order was filed October 26, 2015. 























MCC-188 

MONTANA-DAKOTA UTILITIES CO. 
MONTANA CONSUMER COUNSEL 

DATA REQUEST 
DATED OCTOBER 12, 2015 
DOCKET NO. D2015.6.51 

Regarding: Testimony of D. Neigum 
Witness: Neigum 

Referring to line 6 on page 39 of Mr. Neigum's testimony, what like amount of 
the $3,101,419 shown for 2016 is included in the 2015 pro forma and what is 
Montana's share? Where is it included in the cost of service? 

Response: 

Please see Statement Workpapers, Statement G, page G-63. The pro forma 
adjustment to the MISO charges is based on the 2014 actual sales updated for the 
2015 rate. Total pro forma Montana's share is $598,693 as noted in the workpaper. 
The like costs are included in transmission expense in Statement G, Page 13 in 
Adjustment No. 12 - Subcontract Labor. 
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