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18.  Asarcgulated utility, NorthWestern can only charge clectricity rates to customers
approved by the MPSC, after the complction of statutery and administrative processcs. Mont.
Code Ann. § 69-3-101; see also id. § 69-3-302; Admin. R. Mont. 38.5.101, ¢f seg. The MPSC
superviscs, regulates, and controls public utilitics, including NorthWestern. Mont. Code Ann §
69-3-102.

19, The processing of a proposal to increasc cleetricity rates is referred to as a “rate
casc” or “rate review.” Under genceral utility regulation law and ratemaking principles, any utility
capital investment or facility must be uscd and uscful to the rate paying public before a
rcgulatory commission may permit a utility to recover costs through customer rates for the
investment. Further, any cost or investment must be determined by the regulatory authority to be
prudently incurred before cost recovery is authorized. With some limited exceptions for common
rceurring costs, such as supply costs or property tax adjustments, NorthWestern must apply to
the MPSC in a formal rate review to recover any costs alrcady incurred. NorthWestemn often
cxpericnees what is known as “rcgulatory lag,” where the company cannot timely recover costs
for important investments made which serve customers and help provide safe, reliable, and
affordable cnergy. This delay happens between rate casces, which arc expensive and extremely
rcsource consumptive to undertake. In recent years, NorthWestern has experienced harm from
rcgulatery lag and has argucd and demenstrated to the MPSC that the company’s
creditworthiness is impacted by delays in cost recovery.

20. NorthWestern began scoping its last rate casc in 2021 and filed the casc in in
August 2022, based on investments made up through 2021. See MPSC Docket No. 2022.07.078
(*2022 Ratc Casc”). There were more than 600 docket entrics in the administrative record over

the course of the 2022 Rate Case, including thousands of discovery requests, a deposition, a six-

ED_018388_00000310-00009
Sierra Club FOIA -

2025-EPA-04883 SC_EVERSPLIT0006264



