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PROCEDURAL HISTORY 

1. On April 29, 2016, NorthWestern Energy (NorthWestern) filed before the 

Montana Public Service Commission (Commission) its application for propane supply cost 

account balance and rate adjustment for its Townsend propane supply service.  The application 

included a request for an interim rate adjustment to be effective June 1, 2016.  In its application, 

NorthWestern requests approval to recover the balance in the Unreflected Propane Supply Cost 

Account (UPSCA) of $16,909 with an adjustment for the actual prior year UPSCA balance of 

$3,201.  Therefore, the resulting UPSCA Balance proposed for amortization in this filing is 

$20,110.  NorthWestern proposes to amortize and collect this balance from June 1, 2016 through 

May 31, 2017 at a rate of $0.04973 per therm based on a 12 month forecasted load.   

2. NorthWestern is also seeking to decrease its rates for propane supply service to 

Townsend customers to reflect current propane supply prices based on the current propane 

supply agreement, as well as costs associated with the propane plant usage and carrying costs.  

NorthWestern is requesting a decrease in propane supply costs from $0.719 to $0.556 per therm 

for the summer months1 and $0.775 to $0.685 per therm for the winter months.2  The new rates 

decrease the summer Propane Supply Charge by approximately 23 percent and the winter 

Propane Supply Charge by approximately 12 percent. 

 

 

 

                                                 
1 Summer months are April through September.  
2 Winter months are October through March. 
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FINDINGS OF FACT 

3. NorthWestern’s Request for Proposal (RFP) process to procure propane supply 

for the June 1, 2016, through May 31, 2017, contract year resulted in decreased propane supply 

costs.  NorthWestern issued its RFP on March 9, 2016 to 10 potential suppliers.  NorthWestern 

received responses from Gibson Energy Inc., Farstad Oil Inc., and AmeriGas Wholesale 

(AmeriGas).  The low bid, AmeriGas, was selected.  The rates agreed upon were $0.465 per 

gallon for June 2016, through September 2016 (summer), $0.59 per gallon for October 2016, 

through March 2017 (winter) and $0.4925 per gallon for April 2017, through May 2017 

(summer), the end of the contract term. 

4. The forecast year-end deferred balance results in part from differences in timing 

between propane purchases and booked revenues.  NorthWestern included two cost items in 

addition to propane supply costs to compute propane supply costs for the June 2016 through May 

2017 tracking period.  Those costs are the Storage Plant Use forecast expense of $5,976 and 

Total Carrying Cost expense of $3,188.  The actual year-end deferred balance will depend on 

actual customer usage and actual supply purchases. 

5. The adjustments above are anticipated to result in an ending deferred balance of 

zero as of June 1, 2016, as shown in the following table:3 

Volume Gallons 

Beginning Storage Balance 27,060 

Total Propane Sales Billed (441,628) 

Total Purchases 444,023  

Total Plant Use (10,458) 

Net Difference Delivered vs Billed 0  

  

Ending Storage Balance 18,997  

  

  

Cost Dollars 

Beginning Deferred Balance ($20,110) 

Total Revenue $282,677 

Total Propane Supply Expense ($259,380) 

Total Carry Cost ($3,188) 

  

Ending Deferred (Under) Collection 
Balance $ 0 

                                                 
3 Pre-filed Direct Testimony of Frank V. Bennett Page FVB-12 
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6. Including both the propane supply rate adjustment and the rate associated with the 

amortization of the UPSCA Balance, the decrease for a typical residential customer using 30 

therms per month during the summer months and 80 therms per month during the winter months 

will average $4.38 per month.  The actual decrease will depend on each customer’s usage. 

 

Conclusions of Law 

7. NorthWestern provides natural gas and propane service within the State of 

Montana and as such is a "public utility" within the meaning of Mont. Code Ann. § 69-3-101 

(2015).  

8. The Commission properly exercises jurisdiction over NorthWestern's rates and 

operations pursuant to Title 69, Chapter 3 of the Montana Code Annotated. 

9. The Commission, at its discretion, within the scope of Mont. Code Ann. § 69-3-

304 can make temporary approvals of requests pending a hearing or final decision on this matter. 

10. The rate levels approved in this Interim Order are a reasonable means of 

providing interim relief to NorthWestern.  The rebate provisions of Mont. Code Ann. § 69-3-304 

protect ratepayers until there is a Final Order in this Docket. 

 

Order 

11. The Commission hereby approves NorthWestern’s request for an interim rate 

decrease. 

12. NorthWestern shall adhere to and abide by all provisions in this Interim Order.  

All rate schedules shall comply with all determinations set forth in this Interim Order. 

13. NorthWestern shall file tariffs in compliance with this Interim Order as soon as 

practical after issuance of this Interim Order. 

14. Nothing in this Interim Order precludes the Commission from adopting in a 

subsequent Interim Order or Final Order a revenue requirement, or any other item approved in 

this Interim Order, different from that contained in this Interim Order.  Any interest associated 

with the refund that might result from the Commission’s approval of a final revenue level that is 

different than that which is granted in this Interim Order will be computed at NorthWestern’s 

approved return on equity of 9.8 percent. 

15. Interim approval of any matters in this proceeding should not be viewed as final 

endorsement by the Commission of any issues, calculations, or methodologies approved in this 

Interim Order. 
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16. This Interim Order is effective for service rendered on and after June 1, 2016. 

 

DONE AND DATED this 31st day of May 2016, by a vote of 5 to 0.  




