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LT Debt $1817.7 mill.
Incl. $24.4 mill. capitalized leases.
(LT interest earned: 2.8x)

Pension Assets-12/16 $524.6 mill.
Pfd Stock None

Common Stock 48,354,198 shs.
as of 2/10/17

CAPITAL STRUCTURE as of 12/31/16
Total Debt $2120.5 mill. Due in 5 Yrs $562.4 mill.
LT Interest $83.6 mill.

MARKET CAP: $2.9 billion (Mid Cap)
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BUSINESS: NorthWestern Corporation (doing business as North-
Western Energy) supplies electricity & gas in the Upper Midwest
and Northwest, serving 427,000 electric customers in Montana and
South Dakota and 283,000 gas customers in Montana (87% of
gross margin), South Dakota (12%), and Nebraska (1%). Electric
revenue breakdown: residential, 40%; commercial, 51%; industrial,

5%; other, 4%. Generating sources: hydro, 34%; coal, 30%,; other,
10%; purchased, 26%. Fuel costs: 32% of revenues. '15 reported
deprec. rate: 3.3%. Has 1,600 employees. Chairman: Dr. E. Linn
Draper Jr. President & CEO: Robert C. Rowe. Incorporated: Dela-
ware. Address: 3010 West 69th Street, Sioux Falls, South Dakota
57108. Tel.: 605-978-2900. Internet: www.northwesternenergy.com.
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-4.0%
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NorthWestern is awaiting an order on
its gas rate case in Montana. The utili-
ty is seeking a rate hike of $9.4 million
(6.9%), based on a return of 10.35% on a
common-equity ratio of 46.79%. This is the
company’s first gas application in the state
since 2012. The Montana Consumer Coun-
cil has recommended a boost of $3.7 mil-
lion (2.7%), based on a return of 9.0% on
the same common-equity ratio. A ruling
from the Montana regulators is expected
in July.

Additional rate filings are possible. By
the end of April, NorthWestern needs to
inform the Montana commission whether
it intends to file an electric rate case. Man-
agement planned to indicate its regulatory
plans (include its intentions in South Da-
kota and Nebraska) on its first-quarter
earnings conference call shortly before this
report came out in print.

We estimate flattish earnings in 2017,
followed by a modest increase in 2018.
NorthWestern benefited from the net ef-
fect of some unusual (but not nonrecur-
ring) items last year. Our 2017 profit esti-
mate is at the midpoint of the company’s
targeted range of $3.30-$3.50 a share. We

forecast a 4% rise in 2018, spurred by rate
relief and good customer growth.

The board of directors raised the divi-
dend—and the dividend growth rate.
The quarterly increase was $0.025 a share
(5%). We project the same yearly increase
over the 3- to 5-year period. NorthWestern
is targeting a payout ratio of 60%-70%.
Some legal matters are pending. The
company is appealing an unfavorable rul-
ing from the Federal Energy Regulatory
Commission to the U.S. Circuit Court of
Appeals. The ruling forced NorthWestern
to take a charge of $0.12 a share (included
in our earnings presentation) in 2012. A
decision is unlikely before the second half
of 2017. The utility is appealing an order
from the Montana commission to the state
district court because the regulators disal-
lowed some costs. This forced North-
Western to take a charge of $0.13 a share
in the first period of 2016 (again, included
in our presentation). A ruling might not
come until 2018.

This stock has a dividend yield and 3-
to 5-year total return potential that
are close to the utility averages.

Paul E. Debbas, CFA April 28, 2017

(A) Diluted EPS. Excl. gain (loss) on disc. ops.:
'05, (6¢); '06, 1¢; nonrec. gains: '12, 39¢ net;
'15, 27¢. '15 EPS don't add due to rounding.

historically paid in late Mar., June, Sept. & Dec.

vest. plan avail. (C) Incl. defd charges. In '16:
Next earnings report due late July. (B) Div'ds | $19.87/sh. (D) In mill. (E) Rate base: Net orig.
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cost. Rate allowed on com. eq. in MT in '14
= Div'd reinvest. plan avail. T Shareholder in- (elec.): 9.8%; in "13 (gas): 9.8%; in SD in '15:
none specified; in NE in '07: 10.4%; earned on
avg. com. eq., '16: 10.1%. Regul. Climate: Avg.
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