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IDENTIFICATION 

Legal Name of Respondent: The Montana Power Company 

Name Under Which Respondent Does Business: The Montana Power Company 

Date Utility Service First Offered in Montana: Electricity - Dee 12, 1912 

Gas -Jan 01, 1933 

Propane -0ct 13,1995 

Person Responsible for Report: Ernest J. Kindt 

Telephone Number for Report Inquiries: (406) 497-2233 

Address for Correspondence Concerning Report: 40 East Broadway 
Butte, Montana 59701 

If direct control over respondent is held by another entity, provide below the name, 

address, means by which control is held and percent ownership of controlling 
entity. 

NOT APPLICABLE 
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Sch. 2 

Alan F. Cain 
Blue Cross and Blue Shield of Montana 

404 Fuller Ave 
Helena, MT 59601 

I/ R. D. Corette $22,600 

Corette, Pohlman & Kebe Law Firm 
P. 0. Box 509 
Butte, MT 59703 

L 

I/ Kay Foster I 
$22,600 

Planteriors Unlimited 
1916 3rd Ave. N. 

Billings, MT 59102 

I/ Beverly D. Harris 
t 

$22,600 

Empire Federal Savings & Loan Association 

123 South Main Street 
Livingston, MT 59047 

I/ Carl Lehrkind, III 24,100 

Lehrkind’s, Inc. 
P. 0. Box 399 
Bozeman, MT 59715 

Pacific Steel & Recycling 

P. 0. Box 1549 
Great Falls, MT 59403 

I/ Chase T. Hibbard - Resigned 02104199 24,100 

Sieben Livestock 
P. 0. Box 835 
Helena, MT 59624 

Bargain Street, LLC _ 
300 Queen Anne Avenue N, Suite 406 

Seattle, WA 98109 

The Adams Group, Inc. 

Colorado National Bank 
950 17th Street, Suite 300 
Denver, CO 80202 

Microsoft Corporation 

One Microsoft Way 
Redmond, WA 98052 
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Sch. 2 cont. 
+ 

BOARD OF DIRECTORS 1 

21 

Director’s Name & Address (City. State) 
Robert P. Cannon 

Montana Power Company 
40 East Broadway 

Butte, MT 59701 

Remuneration 

$0 

21 Jerrold P. Pederson 
Montana Power Company 
40 East Broadway 
Butte, MT 59701 

I / Remuneration: 

Non-employee Directors are paid $19,600 per year, effective 12/l/96, plus $500 for each meeting of a 
Committee of the Board attended, except those held in conjunction with regular Board meetings. 

They also receive $850 per special meeting of the Board, when such special meetings are held 
in addition to the regularly scheduled Board meeting in any one month. 

The Company has Deferred Compensation Plans for non-employee Directors. 
Directors may elect to defer their payments as Directors until retirement from the Board. 
No compensation was deferred in 1998. 
Deferred payments earn interest based on Moody’s average Baa Corporate Bond Rates. 

The Company has Stock Compensation Plans for non-employee Directors. 
The Plan provides annual grants of 480 shares of the Company’s common stock. 
The Plan also allows a Director to elect to receive any portion of the annual retainer in the Company’s 
common stock. 
Directors may elect to defer receipt of the stock payment until they cease to be a Director of the Company 
or until such other date the Director elects. 
At the end of the deferral period, the Director will be paid for the stock units in Company common stock 
or the equivalent value in cash based upon the market value of the Company’s common stock at that time. 

All Company Directors participated in a non-qualified retirement plan (the Benefit Restoration 
Plan for directors). 
The Plan was implemented in 1986 for all eligible Directors. 

This Plan provides for annual benefit payments to vested participants upon retirement. 
It is intended to allow for supplemental income to the Director at the time of retirement or to 
beneficiaries in the event of the Director’s death. 
Trust owned life insurance is carried on Pla 
The Company and participants in the Plan contribute to the cost of the life insurance. 

All death proceeds are specifically directed to the Plan Trust for the sole purpose of paying for 

Plan benefits and premium costs. 
The board curtailed the Plan, effective 12/31/97, by closing it to additional participants and by capping the 

maximum annual benefits to eliminate further increases to benefits as the annual retainer increases. 

21 Employee Directors do not receive compensation for board and/or committee meetings. 
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2 
3 

Chairman of the Board, 
President and Chief 
Executive Officer 

Vice President, Chief 
Financial and Information 
Officer 

Vice President, Human 
Resources and Secretary 

Vice President and 
General Counsel 

Vice President 

Executive Vice President and 
Chief Operating Officer 

Vice President 

Vice President 

Vice President 

Executive Vice President and 
Chief Operating Officer 

Executive Vice President and 
Chief Operating Officer 

Vice President 

Department Supervised 

Executive - 
Shared Administrative Services 

(Corporate Communications) 
(Governmental Affairs) 

(Corporate Community Relations) 

Executive - 
Shared Administrative Services 

(Audit Services) 
(Controller Services) 

(Information Services) 
(Strategic Planning) 
(Treasury Services) 
(Commodity Risk) 

(EVA Planning) 

Executive - 
Shared Administrative Services 

(Investor Services) 
(Corp. Environmental Compliance) 

(Flight Services) 
(Human Resources) 

Executive - 
Shared Administrative Services 

(Legal) 
(Land & Enviromental Services) 

Marketing 
(Market Anlysis and Planning) 

(Advertising) 

Energy Services Division 

Distribution Services 

Transmission Services 

Corporate Business Development 

Telecommunications Division 

Energy Supply Division 

Oil and Gas Operations 

Robert P. Gannon 

Jerrold P. Pederson 

Pamela K. Merrell 

Michael E. Zimmerman 

W. Stephen Dee 

John D. Haffey 

David A. Johnson 

William A. Pascoe 

Perry J. Cole 

Michael J. Meldahl 

(Retired 01/3’U99) 
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Vice President 

Treasurer 

Controller 

Assistant Controller 

Assistant Treasurer 

Assistant Secretary 

[ Assistant Secretary 

Colstrip Project Division 

Treasury Services 

Controller Services 

Controller Services 

Treasury Services 

Shared Administrative Services 

Investor Services 

cont. OFFICERS 

Michael C. Enterline 

Ellen M. Senechal 

David S. Smith 

Ernest J. Kindt 

Harry J. Freebourn 

Susan D. Breining 

Rose Marie Ralph 

Page 3A 



Sch. 4 CORPORATE STRUCTURE 
Ezlmxg %lL?f 

e of Bustness (000) Is&i_ 
1 
2 THE MONTANA POWER COMPANY 
3 Utility Operations 
4 Electric Utility 
5 Natural Gas Utility 
6 Canadian-Montana Pipeline Company 
7 Glacier Gas Company 
8 Colstrip Community Services Company 
9 Montana Power Services Company 

IO Montana Power Capital 1 
11 MPC Natural Gas Funding Trust 

Electric Utility 
Natural Gas Utility 
Gas Transmission 
Production & Transport of Natural Gas 
Water and Refuse Services 
Service Provider for the Company 
Financing 
Bond Transition Financing 

$51,485 31.79% 

1; Wholesale Sales of Electric Power 
Independent Power & Cogen. Dev. & Invest. 
Independent Power & Cogen. Dev. & Invest. 
Independent Power & Cogen. Dev. & Invest. 
Independent Power & Cogen. Dev. & Invest. 
Independent Power & Cogen. Dev. & Invest. 
Independent Power & Cogen. Dev. & Invest. 
Independent Power & Cogen. Dev. & Invest. 
Independent Power & Cogen. Dev. & Invest. 
2/ Investment in British Partnership in a 

Gas-Fired Cogeneration Project 
Generate Electricity 
Ownership in Electric Power Generating Facility 
Ownership in Electric Power Generating Facility 
Independent Power & Cogen. Dev. & Invest. 

Barge Energy LLC Holding Co. for Power Plant Investment 
Holding Co. for Power Plant Investment 
Admin. & Mgmt. of Nonutility Services, excluding 

Colstrip 4 Lease & Continental Energy Services 
Gas Exploration & Development 
Oil & Gas Exploration & Development 
Information & Gas Transportation Services 
Information & Gas Transportation Services 
Oil & Gas Exploration & Development 
Gas Supplier for Montana Markets 
Oil & Gas Exploration 8 Development 
Coal & Minerals Mining 

Western Syncoal Company 

Montana Energy Development 
Participacoes, Ltda. 

Finaciera Ulken Sociedad Anonima 

North Central Energy Company 

Develop Coal Drying Technology 
Develop Coal Drying Technology 
Investment in Mining Resource Ventures 

Lignite & Minerals Mining 
Underground Coal Mining 
Coal Sales & Development 
Exploration, Develop. & Production of Coal 
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Sch. 4 

. . 
stdrary/Comgiuy Name 

CTURE 

I ine of Rusiness 
Clean Coal Technology Development 
Process Control Systems 
Telecommunications Systems & Equipment 
Energy Brokerage and Marketing 

t I 

1 $161,930 1 100.00% 
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Sch. 5 

Shared Administrative 

Services - 11 

Office of the Corporation 

Secretary 

Human Resources 

Financial Accounting 

Treasury Services & 

Facilities 

Includes the following departments: CEO & 

Chairman; Vice Pres. & Secretary; 

Vice Pres., CFO & CIO; Vice Pres. & CLC; 

Corporate Communication; Flight Services; 

Governmental and Legislative Affairs; 

Land & Environmental Compliance; 

Investor Services; Community Relations; 

MPC Foundation; Vice Pres.-Marketing; 

Market Research & Planning; Strategic 

Planning 

Includes the following departments: Human 

Resources; Benefits; Compensation & Labor 

Relations; Employment; Organizational 

Development; Technology Training; 

HR Liaison to Energy Supply; HR Liaison 

to Energy Services 

Includes the following departments: Audit 

Services; Commodity Risk; Controller 

Services; Corporate Accounting; Property 

qecords; Corporate Tax; Disbursements; 

Financial Reporting; CS Liaison to Energy 

Supply; CS Liaison to Energy Services; 

G&T Admin. Services; Gas Oper. Admin. 

Services 

Includes the following departments: 

Treasury Services; Facilities; Mailing 

Services; Financial Services; Financial 

Systems; Investor Relations; Risk Mgmt.; 

Credit and Cash 

Allocation Method 

All overhead costs not charged directly 

are allocated to the Utility & Nonutilities 

based on number of employees or on %‘s 

developed using formulas based on net 

plant, revenues and gross payroll. 

411 overhead costs not charged directly 

are allocated to the Utility & Nonutilities 

eased on number of employees or on o/o’s 

developed using formulas based on net 

slant, revenues and gross payroll. 

911 overhead costs not charged directly 

are allocated to the Utility & Nonutilities 

lased on number of employees or on %‘s 

developed using formulas based on net 

plant, revenues and gross payroll. 

All overhead costs not charged directly 

are allocated to the Utility & Nonutilities 

based on number of employees or on %‘s 

developed using formulas based on net 

plant, revenues and gross payroll. 

$ to MT El & 

Gas Utilities, 

$10,3?6,558 

$23,477,033 

$7,868,310 

73.48% 

76.50% 

69.54% 

72.41% 

$3,745,423 

$7,211,835 

$3,066,357 

$2,998,411 
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Includes the following departments: 

Information Services; IS Customer Services; 

Admin. & User Support; Applications; 

Text Services; information Tech Services; 

Data Administration; Data Center 

Allocation Method 

All overhead costs not charged directly 

are allocated to the Utility & Nonutilities 

based on %‘s developed using formulas 

based on net plant, revenues and gross 

Operations; Network Services; Security & 

r Recovery; IS Liaison to Energy 

IS Liaison to Energy Services; 

rson to SAS; Internet Communications 

Legal Services Department All overhead costs not charged directly 

are allocated to the Utility & Nonutilities 

based on %‘s developed using formulas 

based on net plant, revenues and gross 

Common Items Includes: accruals for injuries and damages; 

pension trust fund payments; deferred 

savings plan payments 

All overhead costs not charged directly 

are allocated to the Utility & Nonutilities 

based on number of employees or on %‘s 

developed using formulas based on net 

plant, revenues and gross payroll. 

28 TOTAL $63,193,003 1 75.03%1 $21,029,816 

29 

30 

31 

32 I/ - Shared Administrative Services (SAS) became effective August 1, 1996. The purpose of SAS is to centralize overhead functions that are shared by all 

33 business units. Prior to August 1, 1996, only corporate costs were allocated. However, with the development of SAS, several departments that were 

34 separately maintained within MPC and Entech have been combined and are now being allocated to the business segments. 

35 

36 

37 
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Sales of Electricity 

Gas Transportation 

Sales of Gas & Electricity 

Sales of Gas & Electricity 

Tariff Schedules 

Actual Costs Incurred 

Monthly Bid Rate(FERC Tariff) 

& Fixed Rate (NEB) 

Tariff Schedules 

Tariff Schedules 

Sales of Electricit 
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sch. 8 MONTANA UTILITY 

Account Number & Title 
1 

2 400 Operating Revenues 

3 

4 Total Operating Revenues 
5 
6 
7 

8 401 
9 402 

IO 403 
11 404-405 

12 406 
13 407.1 
14 

15 
16 408.1 
17 409.1 
18 

19 410.1 
20 411.1 

21 411.4 
22 411.6 

23 411.7 
24 

Operating Expenses 

Operation Expense 

Maintenance Expense 
Depreciation Expense 
Amok & Depletion of Gas Plant 
Amok of Plant Acquisition Adj. 

Amort. of Property Losses, 
Unrecovered Plant, and 

Regulatory Study Costs 
Taxes Other Than Income Taxes 
Income Taxes-Federal 

-Other 

Deferred Income Taxes-Dr. 
Deferred Income Taxes-Cr. 

Investment Tax Credit Adj. 
Gain from Disposition of Property 
Loss from Disposition of Property 

30 
31 
32 

33 
34 
35 

36 
37 

38 
39 

40 
41 

42 
43 
4 

45 

46 
47 

48 
49 

50 

51 
52 

53 

This . . 
Cons. Utrlt& 

$106649,068 

$106649,068 

$64,228,330 

5085,759 
8,486,524 

158,761 

14,033,180 
309,230 

(114,577) 

124,800 

(115,753) 

$92,196,254 

$14,652,814 

$224,115 

$224.115 

$130,448 
7,836 

21,985 

22,030 

30,735 
3,575 

(76) 

$216,533 

$7.582 

This 
Mo~b0.a 

$106,624,953 

$106.624.953 

$64,097,882 
5,077,923 
8,464,539 

158,761 

14,011,150 
278,495 

(118,152) 

124,876 

(115,753) 

$91,979,721 

$14.645.232 

Monki 

$122,197,080 

$122.197.080 

$51,257,928 
5,052,708 

11,588,268 
280,826 

15,993,999 
8,244,182 
2,703,983 

(584,365) 

(196,031) 

$94,341,498 
$27,855,582 

II The Gas Utility transferred the majority of its natural gas production properties in the United States and all 

of its Canadian natural gas production properties to nonregulated operations on November 1,1997. It 
should be noted, any schedule pertaining to the income statement includes IO months of charges relating 
to the production properties. 

a 

-12.74% 

-12.74% 

25.05% 

0.50% 
-26.96% 
-43.47% 

-12.40% 
-96.62% 

-104.37% 
121.37% 

-2.50% 

-47.42% 



sch. 9 MONT, 

I This . . 
Cons. Utrltty 

t Yea 
Montana 

-7.31% 
-21.06% 
-48.46% 
-70.24% 
-10.32% 

-2.48% 

Account Number & Title 

Core Distribution Business Units 

(DBUs) 

440 Residential 

442.1 Commercial 

442.2 Industrial Firm 
445 Public Authorities 

448 Interdepartmental Sales 

491.2 CNG Station 

$61,446,308 
30,120,125 

1,371,859 
237,205 
201,366 

16,569 

$61,446,308 
30,120,125 

1,371,859 
237,205 

201,366 

16,569 

$66,292,220 
38,157,815 

2,661,811 
797,024 
224,548 

16,991 
IO 
11 Total Sales to Core DBUs -13.64% $93,393,432 

$606,470 

$108,150,409 
12 447 Sales for Resale 
13 442.2 Interruptible Industrial 

-23.10% $788,694 

$108,939,103 
14 

15 Total Sales of Natural Gas 
I 

$94,224,017 1 $224,115 

$12‘981,466 

2,368,767 

16 

17 

18 
19 
20 
21 

Transportation 

489 Transportation 
442.2 Sales Subscription 

495 Storage 

$12,981,466 

2,368,767 

28.71% 

2,090,738 
22 
23 Total Revenues From Transportation 26.06% $15350,233 $12,176,849 
24 

25 

26 
27 
28 

Other Operating Revenue 

Montana Power Company 
Canadian Montana Gas Compam 

($2,725,182)1 ($2,725,182) 
0 

$1,050,604 
30,524 

-352.07% 
29 

30 Total Other Operating Revenue 
31 TOTAL OPERATING REVENUE 

($2,725,182 

$106,624,953 

$1,081,128 

$122,197,080 -12.74% 

32 
33 
34 
35 
36 
37 

38 
39 
40 
41 

42 

43 
44 

45 

46 

47 

48 

49 

50 
51 

52 

53 
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Account Number & Title 
Production Expenses 

750 Supervision & Engineering 
751 Maps & Records 
752 Gas Wells Expenses 
753 Field Lines Expenses 
754 Field Compressor Station Expense 
755 Field Comp. Station Fuel & Power 
756 Field Meas. & Reg. Station Expense 
757 Purification Expenses 
758 Gas Well Royalties 
759 Other Expenses 

761 Supervision & Engineering 
762 Structures & improvements 
763 Producing Gas Wells 
764 Field Lines 
765 Field Compressor Station Equip. 
766 Field Meas. & Reg. Station Equip. 
767 Purification Equipment 
768 Drilling & Cleaning Equipment 
769 Other Equipment 

770 Supervision & Engineering 

775 Materials 
776 Supplies & Expenses 
777 Gas Processed by Others 
778 Royalties on Products Extracted 
779 Marketing Expenses 
780 Products Purchased for Resale 
781 Variation in Products Inventory 
782 Extracted Products Used by Util.-Cr. 

785 Structures & Improvements 
786 Extraction & Refining Equipment 



sch. IO 

1 

2 

3 

4 
5 
6 
7 
8 
9 

10 
11 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

36 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

48 
49 
50 
51 
52 
53 

cont. MONTANA GPERATlDl 

Account Number & Title 
Production Expensescont. 

Exploration & Development-Operation 
795 Delay Rentals 
796 Nonproductive Well Drilling 
797 Abandoned Leases 
798 Other Exploration 
799 Loss on Disposition of Property 

Total Exploration & Development 

3ther Gas Supply Expense-Operation 
800 

800.1 
801 
802 
803 
804 
805 

805.1 
805.2 
805.3 

806 
807.1 
807.2 
807.3 

NG Wellhead Purchases 
NG Wellhead Purchases, Intraco. 
NG Field Line Purchases 
NG Gasoline Plant Outlet Purchases 
NG Transmission Line Purchases 
NG City Gate Purchases 
Other Gas Purchases 
Purchased Gas Cost Adjustments 
Incremental Gas Cost Adjustments 

Deferred Gas Gas Cost Adjustments 
Exchange Gas 

807.5 
808.1 
808.2 
809.2 

810 
811 
812 
813 

Well Expenses-Purchased Gas 
Purch. Gas Meas. Stations-Oper. 
Purch. Gas Meas. Stations-Maint. 
Purch. Gas Calculations Expenses 
Other Purchased Gas Expenses 
Gas Withdrawn from Storage -Dr. 
Gas Delivered to Storage -Cr. 
Delivery of Gas for Processing-Cr. 
Gas Used-Comp. Station Fuel-Cr. 
Gas Used-Products Extraction-Cr. 
Gas Used-Other Utility Oper.-Cr. 
Other Gas Supply Expenses 

Total Other Gas Supply Expenses 
rotal Production Exoenses 

This . . 
Cons. W.Q 

($2,899) 

($2,899) 

$16,048,737 
18,857,825 

(520,705) 

I,41 8,867 

(164,818) 

182,833 
53,190 
33,341 
43,739 

231,785 
15484,606 

(19,241,686) 

$32,427,71: 

$32.577.573 

$31,433 

142 
205 

$31,781 

$98.785 

($2,899) 
0 
0 

($2,899) 

$16,017,303 
$18,857,825 

(520,705) 

I,41 8,867 

182,691 
52,985 
33,341 
43,739 

231,785 
15,484,606 

(19,241,686) 

0 
$32,395,933 

$32.478.788 

$206,782 
65,647 

0 

$272,429 

$22,374,635 

1,404,611 

(7,573,318) 

204,456 
95,100 
23,306 
26,002 

166,815 
8,392,688 

(8,952,418) 

809,094 
$17,135,789 

$23,964,065 

-101.06% 

-28.41 o/E 
100.00% 

118.74% 

-10.65% 
-44.29% 
43.06% 
68.21 o/c 
38.95% 
84.50% 

-100.00% 
89.05% 

35.53O/( 
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sch. 10 

1 

2 

3 

4 
5 
6 
7 
8 
9 

IO 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 
21 
22 
23 
24 
25 
26 
27 
28 

29 

30 

31 

32 
33 
34 
35 
36 
37 
38 

39 

4c 

41 
42 

43 
44 
45 
46 
47 
48 
49 

50 

51 

52 
53 

& MAINTENA 

This Yeitr 
. . 

Cons. UtrQ 

$307,962 
85,247 

105,949 
15,412 
92,838 
12,322 
34,947 
48,668 

117,259 
136,023 

361 
$956,988 

$93,191 
940 

6,912 
62,461 

136,765 
37,090 
11,734 
6,990 

$356,082 

, - (INCC 
This Yea 

Montam 

69.91% 
180.17% 

54.49% 
20.10% 

140.12% 
30.66% 
38.68% 
92.16% 

164.95% 
240.03% 
100.00% 
101.06% 

Account Wer & Title 
Storage, Terminaling & Processing Exp. 

Montana 

$181,253 
30,427 
68,579 
12,832 
38,663 

9,431 
25,200 
25,327 

44,256 
40,003 

Jnderground Storage-Operation 

814 
815 
816 
817 
818 
819 
820 
821 
822 
823 
824 
825 
826 

Supervision & Engineering 
Maps & Records 
Wells 
Lines 
Compressor Station 
Compressor Station Fuel & Power 
Measuring & Regulating Station 
Purification 
Exploration & Development 
Gas Losses 
Other Expenses 
Storage Well Royalties 
Rents 

$307,962 
85,247 

105,949 
15,412 
92,838 
12,322 
34,947 
48,668 

117,259 
136,023 

361 
$956,988 Total Operation-Underaround Storaae 

Jnderground Storage-Maintenance 
830 Supervision & Engineering 
831 Structures & Improvements 
832 Reservoirs & Wells 
833 Lines 
834 Compressor Station Equipment 
835 Meas. & Reg. Station Equipment 
836 Purification Equipment 
837 Other Equipment 

Total Maintenance-Underground Storage 
Total Underground Storage Expenses 

$93,191 
940 

6,912 
62,461 

136,765 
37,090 
II ,734 
6,990 

$356,082 

$1.313.070 

$36,326 
9,673 

79,641 
41,462 

130,885 
10,931 
7,764 
6,077 

$322,758 

$798,730 

0 

$0 
$798,730 

156.54% 
-90.29% 
-91.32% 
50.65% 
4.49% 

239.32% 
51.14% 
15.03% 
10.32% 

64.39% 

Dther Storage-Operation 
840 
841 
842 

842.1 
842.2 
842.3 

Supervision & Engineering 
Labor and Expenses 
Rents 
Fuel 
Power 
Gas Losses 

rotal Operation-Other Storage 

Other Storage-Maintenance 

843.1 Supervision & Engineering 
843.2 Structures & Improvements 
843.3 Gas Holders 
843.4 Purification Equipment 
843.6 Vaporizing Equipment 
843.7 Compressor Equipment 
843.8 Measuring & Regulating Equipment 
843.9 Other Equipment 

Total maintenance-Other Storage 
Total Other Storage Expenses 

age IOB 



Account Number & Title 
Transmission Expenses 

850 Supervision & Engineering 
851 System Control & Load Dispatching 
852 Communications System 
853 Compressor Station Labor & Expense 
854 Gas for Compressor Station Fuel 
855 Other Fuel & Power for Comp. Stat. 

857 Measuring & Regulating Station 
858 Transmission & Camp.-By Others 
859 Other Expenses 

862 Structures & Improvements 

864 Compressor Station Equipment 
865 Meas. & Reg. Station Equipment 
866 Communication Equipment 

870 Supervision & Engineering 
871 Distribution Load Dispatching 
872 Compressor Station Labor & Expense 
873 Compressor Station Fuel and Power 
874 Mains and Services 
875 Meas. & Reg. Station-General 
876 Meas. & Reg. Station-Industrial 

34 877 Meas. & Reg. Station-City Gate 110,240 1 10,240 92,908 18.65% 
35 878 Meter & House Regulator 704,262 704,262 590,547 19.26% 
36 879 Customer Installations 3,778,928 3,778,928 2,954,455 27.91 o/c 
37 880 Other Expenses 634,348 634,348 444,109 42.84% 
38 881 Rents 17,276 17,276 16,313 5.90% 
39 Total Operation-Distribution $7,341,082 $0 $7,341,082 $5;991 ,011 22.53% 
40 Distribution-Maintenance 
41 885 Supervision & Engineering $470,273 $470,273 $338,770 38.82% 

886 Structures & Improvements 

888 Compressor Station Equipment 

891 Meas. & Reg. Station Exp.-City Gate 
892 Services 
893 Meters & House Regulators 
894 Other Equipment 

tenance-Distribution 



Customer Accounts Expenses 

902 Meter Readin 

8 Total Customer Accounts Expenses $2,457,471 $0 $2,457,471 $2,463,609 -0.25% 

9 
10 Customer Service & Information Expenses 
11 Customer Service-Operation 
12 907 Supervision $26,118 $26,118 $33,611 -22.29% 

13 908 Customer Assistance I,145831 $0 I,145831 533,009 114.97% 

14 909 Inform. & Instructional Advertising 409,887 409,887 608,328 -32.62% 

15 910 Misc. Customer Service & Inform. 3,661 3,661 3,477 5.29% 
16 Total Customer Service & Information Exp. $1,585,497 $0 $1,585,497 $1,178,425 34.54% 

17 
18 Sales Expenses 
19 Sales-Operation 
20 911 Supervision $174,737 $174,737 $106,313 64.36% 
21 912 Demonstrating & Selling 806,365 806,365 1,335,245 -39.61% 
22 913 Advertising 100,378 $0 100,378 158,847 -36.81% 
23 916 Miscellaneous Sales 3,263 3,263 2,726 19.69% 
24 Total Sales Expenses $1,084,743 $0 $1,084,743 $1,603,131 -32.34% 

25 
26 Administrative & General Expenses 
27 Admin. & General - Operation 
28 407 Amortization of Regulatory Asset $2,376,199 $2,376,199 $775,672 206.34% 
29 920 Administrative & General Salaries 6,205,258 $6,320 $6,198,938 $4,334,363 43.02% 
30 921 Office Supplies & Expenses 1,528,281 884 1,527,397 1,053,204 45.02% 
31 922 Administrative Exp. Transferred-Cr. (363,307) (363,307) (431,046) 15.71% 
32 923 Outside Services Employed 1,060,098 7,638 1,052,460 1,325,994 -20.63% 
33 924 Property Insurance 57,934 57,934 44,706 29.59% 

34 925 Legal & Claim Department 758,714 1,815 756,899 987,732 -23.37% 

35 926 Employee Pensions & Benefits (580,521) 6,803 (587,324) 3,882,488 -115.13% 
36 927 Franchise Requirements 
37 928 Regulatory Commission Expenses 52,881 228 52,653 156,165 -66.28% 
38 929 Duplicate Charges.-Cr. 
39 930 Miscellaneous General Expenses 1,780,194 IO 1,780,183 1,575;317 13.00% 

40 931 Rents 854,054 2 854,053 266,247 220.77% 
41 Total Operation-Admin. & General $13,729,785 $23,700 $13,706,085 $13,970,844 -1.90% 



sch. II 

4 

5 

6 

7 

8 

9 

IO 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

Federal Taxes 
Social Security Old Age 

Social Security Unemployment 

Excise Tax on Insurance Premiums 

Environmental Tax 

Medicare 

Real Estate & Personal Property 

Social Security Unemployment 

Old Fund Liability 

Conservation 

Severance 

Blackfoot Privilege 

Blackfoot Severance 

Net Proceeds 

Gross Proceeds 

Local Government Severance 

Consumer Counsel 

Public Service Commission 

Resource Indemnity 

Blackfoot Resource Indemnity 

City Licenses 

Production 

. * . 
istrIct of Columbia Taxes 

Social Security Unemployment 

Personal Property 

Ad Valorem 

Unemployment 

Employee’s Pension 

Alberta Freehold Mineral 

Other 
Payroll Tax Credit 

TOTAL TAXES OTHER THAN INCOME 

Last Yeac 

$1,367,896 

31,247 

(20,000 

338,911 

12,819,961 

61,705 

100,284 

3 

(40,369 

0 

0 

0 

(19 
(1,028 

93,087 

221,165 

6 

0 

2,450 

550,676 

85 

69 

423,657 

24,898 

12,550 

6,765 

C 

$15,993,999 

$1,252,467 

40,098 

0 

347,108 

12,905,266 

55,004 

121,823 

0 

0 

0 

0 

0 

0 

0 

84,618 

253,563 

311 

0 

2,907 

60,071 

53,889 

0 

0 

0 

(I, 166,203) 

$14,011,150 

-8.44% 

28.33% 

100.00% 

2.42% 

0.67% 

-10.86% 

21.48% 

-100.00% 

100.00% 

0.00% 

0.00% 

0.00% 

100.00% 

100.00% 

-9.10% 

14.65% 

5083.33% 

0.00% 

18.65% 

-89.09% 

-87.28% 

-100.00% 

-100.00% 

-100.00% 

-100.00% 
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ACE ELECTRIC, INC. 

ADP INVESTORS COMMUNICATION 
ADVANTAGE ELECTRIC INC 

ADVERTISING EDGE 

ALME CONSTRUCTION, INC. 

AMERICAN PUBLIC LAND EXCHANGE 

AMERICAN SOFTWARE USA 

ARK ASSET MANAGEMENT CO INC 

ATS, ANDERSON TREE SERVICE 

BERNARD NICHOLLS TRUCKING LLC 

BL4ZER STRUCTURES 

BLUE CROSS/BLUE SHIELD OF MT 

BUCK CONSULTANTS, INC. 

BURNS INT’L. SECURITY SERVICES 

BUTTE TIN SHOP, INC. 

CANNON SLINE 

CEGELEC ESCA 

COLSTRIP ELECTRIC, INC. 

COMMUNITY HEALTH OPTIONS 

COVINGTON & BURLING 

CREDIT BUREAU OF BUTTE, INC. 

LINE MAINTENANCE 
MISC. INFORMATION 

ELECTRIC MAINTENANCE 

ADVERTISING 

GAS PIPELINE CONSTRUCTION 

REAL ESTATE NEGOTIATION 

SOFTWARE MAINTENANCE 

CONSULTING I FUND MGMT 

TREE TRIMMING 

TREE TRIMMING 

CONSTRUCTION I CONCRETE WORK 

ADMINISTRATION -WELFARE PLAN 

ADMINISTRATION - 401 (K) PLAN 

SECURITY SERVICE 

HVAC SYSTEM ADDITIONS 

SCRUBBER LINING 

COMPUTER MAINTENANCE 

MISC. ELECTRICAL WORK 

HEALTH SERVICES 

DAVIS WRIGHT TREMAINE 

DAVIS, GRAHAM & STUBBS L.L.C. 

DELOITTE & TOUCHE ERP CONSULTING 

DOUMA CONSTRUCTION EXCAVATION / FOUNDATION WORK 

PAINTING SERVICES 

SOFTWARE DEVELOPMENT 
E. H. OFTEDAL & SONS, INC. BOTTOM ASH REMOVAL / MISC. WORK 

EXPRESS SERVICES INC TEMPORARY EMPLOYMENT 

FIRE SUPPRESSION SYSTEMS, INC. FIRE SECURITY SERVICES 

FIRSTAR INVESTMENT RESEARCH & INVESTMENT MANAGEMENT SERVICES 
FIRST DATA PAYMENT SERVICES MISC. INFORMATION 

GOLDMAN SACHS & COMPANY FINANCIAL CONSULTANT 

HARDY CONSTRUCTION COMPANY COREl-l-E REMODELING 
HARP ENGINEERING INC ENGINEERING SERVICES 

HARP LINE CONSTRUCTORS CO. LINE CONSTRUCTION AND MAINTENANC 

HEATH CONSULTANTS, INC. GAS LEAK DETECTION 

HOLLAND SYSTEMS CORPORATION INFORMATION SYSTEM PLANNING 
HYDROCHEM INDUSTRIAL SERV INC INDUSTIAL CLEANING SERVICES 

IBM CORPORATION COMPUTER MAINTENANCE 

CONSULTING 

INDUSTRIAL LIGHTING SERVICE LIGHTING SERVICES 

INTERLINK GROUP, INC. COMPUTER SYSTEMS SUPPORT 

INTERIM PERSONNEL BUTTE MT TEMPORARY EMPLOYMENT 

HARDWARE / SOFTWARE MAINTENANCE 

CONSULTING 

JOHN E CHANCE & ASSOC INC 
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I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

Name of Recipient 

KPMG PEAT MARWICK 

LEWIS CONSTRUCTION COMPANY 

LEWIS MFG & CONSTRUCTION, INC. 

MEYlAN ENTERPRISES, INC. 

MIKE BOYLAN EXCAVATING, INC. 
MILBANK TWEED HADLEY & MCCLOY 

MILLER MECHANICAL INC 

MISSOULA DESIGN GROUP 

MORRIS MARKETING CO., INC 

MOUNTAIN POWER INC 

NICHOLSON CONSTRUCTION CO 

NORTHERN TRUST COMPANY 

NORTHWEST ENERGY EFFICIENCY 

SMOSE WOOD PRESERVING, INC. 

PAR ELECTRICAL CONTRACTORS INC 

PILKO & ASSOCIATES INC 

PRECISION BLASTING 

PRICEWATERHOUSECOOPER LLP 

ROBERT T O’LEARY 

SAFETY-KLEENILAIDLAW 

SIEMANS WESTINGHOUSE POWER 

SLEll-EN CONSTRUCTION COMPANY 

SON-HAUL INC 

SPIKER COMMUNICATIONS INC 

STRATEGIC MANAGEMENT GROUP INC 

STSTCS INC 

TABBERT CONSTRUCTION 

THE BRATTLE GROUP 

THELEN REID & PRIEST LLP 

THOMAS BUILT-UP ROOFING, INC. 

TOWERS, PERRIN 

TRADE MARK ELECTRIC INC 

TRI-COUNTY MECHANICAL AND 

U S PIPELINE INC 

UTILITY TRENCHING 

VALMET AUTOMATION (USA) INC 

WALSH PLUMBING & HEATING 

WESTINGHOUSE ELECTRIC CORP. 

WESTINGHOUSE POWER GENERATION 

WESTERN SYS COORDINATING COUNCll 

WHITESIDE & ASSOCS 

WOLFER PRINTING COMPANY 

XEROX CORPORATION 

ZACHA CONSTRUCTION, INC. 

Nature of Service 

MANAGEMENT CONSULTING 

MAINTENANCE / CONSTRUCTION 

FOUNDATION CONSTRUCTION 

HIGH PRESSURE WASHING 

CONSTRUCTION / MAINTENANCE 

LEGAL 

PLUMBING SERVICES 

HVAC SYSTEM DESIGN 

GAS CREDIT CARD SERVICES 

LINE CONSTRUCTION AND MAINTENANC 

CONSTRUCTION 

CONSULTING 401 (K) / PENSION 

ENERGY SERVICES 

POLE TESTING AND TREATMENT 

LINE MAINTENANCE 

CONSULTING 

BLASTING SERVICES 

AUDITING 

LEGAL 

PCB DISPOSAL 

TURBINE MODIFICATION 

CONSTRUCTION 

ENGINEERING / REDESIGN 

ADVERTISING / TYPESEll-ING 

MAMAGEMENT CONSULTING 

LINE LOCATING 

TRENCHING 

LEGAL 

LEGAL 

ROOFING 

CONSULTING /ACTUARY 

ELECTRICAL WORK 

MISC. PLUMBING 

CN PROJECT SERVICES 

TRENCHING 

INFORMATION SYSTEM PLANNING 

MISC. PLUMBING 

DESIGN & MANUF. TURBINE ROTOR 

OIL FLUSH TURBINE AND TECH. SUPPOF 

ENERGY SERVICES 

TRAFFIC CONSULTANTS 

PRINTING SERVICES 

MAINTENANCE 

CONSTRUCTION I MAINTENANCE 

53 

54 

TOTAL PAYMENTS FOR SERVICE 

I/ Due to the multiple % allocations, it is not practtcal to separately laenttty amounts chart 

lIQ@ 
183,130 

1,297,429 

616,749 

326,587 

674,039 

1,201,875 

210,299 

137,960 

125,373 

4,745,123 

196,674 

220,619 

365,729 

150,084 

604,466 

432,191 

339,600 

826,998 

100,596 

220,150 

1,070,796 

191,633 

124,71 I 

3,153,214 

133,703 

1,361,173 

275,073 

109,277 

627,789 

136,681 

660,704 

184,263 

257,314 

279,500 

591,475 

355,231 

481,984 

2,250,030 

286,005 

123,220 

218,661 

193,460 

178,802 

628,497 

$53,524,693 

i to the electr or gas util 

% MT 
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Sch. 13 

1 
2 
3 
4 
5 
6 

7 
8 
9 

IO 
11 
12 

13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

29 
30 
31 
32 
33 
34 

35 
36 
37 
38 
39 
40 
41 
42 

43 
44 

45 
46 
47 

48 

49 
50 
51 
2 

53 

Descriotion Total Company % Montana Montana 

The Montana Power Company does not make any contributions to Political Action 
Committees (PACs) or candidates. 

There is an employee PAC - Citizens for Responsible Government I Employees of 
the Montana Power Company (CRG). CRG is an organization of employees and 
shareholders of Montana Power and its subsidiaries. All of the money contributed by 
members goes to support political candidates. No company funds may be spent in 
support of a political candidate or issues affecting the Company. Officers and local 
representatives of CRG donate their time. Nominal administrative costs for such 
things as duplicating and postage are paid by the Company. These costs are charged 
to shareholder expense. 
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:h. 14 PENSION COSTS 

I Description 
‘Plan Name: Retirement Plan for Employees 

of the Montana Power Company 
Defined Benefit Plan 
Defined Contribution Plan (See Schedule 14A) 
Is the Plan overfunded? 

1 
2 

3 
4 

5 
6 
7 
8 Actuarial Cost Method 
9 IRS Code 

IO Annual Contribution by Employer 
1-l 

12 
13 
14 
15 
16 
17 
18 
19 Net Periodic Pension Cost: 
20 Service Cost 
21 Interest Cost 
22 Return on Plan Assets (Expected) 

Accumulated Benefit Obligation 
Projected Benefit Obligation 
Fair Value of Plan Assets 

Discount Rate for Benefit Obligations 
Expected Long-Term Return on Assets 

23 Net Amortization 
24 Total Net Periodic Pension Cost 
25 
26 Minimum Required Contribution 
27 Actual Contribution 
:.“.ximurn tmount Deductible 
29 Benefit Pa ments 

31 
32 

33 

Montana Intrastate Costs: 
Pension Costs 
Pension Costs Cap.italized 

34 Accumulated Pension Asset (Liability) at Year End 
35 

Last I his Year “/o Chang 

Yes Yes 

Yes - 21 Yes - 31 

Projected Unit Credit Method 

$4,000,000 $0 

NOT AVAILABLE 

36 Number of Company Employees : I/ 
37 Covered by the Plan 
38 Active 
39 Retired 

he Retirement Plan for Employees of The 
1, 1998 and 1997 respectively. Active employees 

covered under the Plan decreased during 1998 due to transfers between existing and new plans. 

as $227.5 million and the projected benefit obligation 
was $187.2 million. However, there was an unrecognized net gain of $42.7 million that has not been 
fully amortized pursuant to SFAS Statement No. 87. There is an prepaid pension cost of $2.3 million 
as of December 31 ,I 997. 

31 As of December 31, 1998, the fair value of assets was $222.5 million and the projected benefit obligation 
was $181.4 million. However, there was an unrecognized net gain of $44.3 million that has not been 
fully amortized pursuant to SFAS Statement No. 87. There is an prepaid pension cost of $4.0 million 
as of December 31,1998. 

el 



sch. 14A 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
4f 
4E 
45 
4E 
4E 
5c 
51 
52 
5: 
54 
5E 

Description 
PENSION 

‘ian Name: Retirement Savings Plan 

Iefined Benefit Plan (See Schedule 14) 
Iefined Contribution Plan 
s the Plan overfunded? 

ktuarial Cost Method 
RS Code 
innual Contribution by Employer 

kcumulated Benefit Obligation 
>rojected Benefit Obligation 
‘air Value of Plan Assets 

Iiscount Rate for Benefit Obligations 
Expected Long-Term Return on Assets 

llet Periodic Pension Cost: 
Service Cost 
Interest Cost 
Return on Plan Assets (Actual) 
Net Amortization 

rotal Net Periodic Pension Cost 

JIinimum Required Contribution 
ktual Contribution 
Maximum Amount Deductible 
3enefit Payments 

rllontana Intrastate Costs: 
Pension Costs 
Pension Costs Capitalized 
Accumulated Pension Asset (Liability) at Year End 

Jumber of Company Employees : 
Covered by the Plan -- Eligible 
Not Covered by the Plan 
Active -- Participating 
Retired 
Vested Former Employees, Retirees and 

Active-Noncontributing 
Total Covered by the Plan 
Total Not Covered by the Plan 

$$!sIs 
hast Year - 21 

Yes 

$242,551,624 

2,425 
0 

1,786 

639 

2,425 

$330,350,727 

‘JOT APPLICABLE 

‘JOT APPLICABLE 

‘JOT APPLICABLE 

2,442 
0 

1,767 

675 

2.442 

36.20% 

0.70% 
0.00% 

-1.06% 
0.00% 
5.63% 
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:ch 15 OTHER POST EMPLOYMENT BENEFITS fOPEBS1 

I Description Last Year - 51 1 This Year % Chanae 

-6.67% 
0.00% 

General Information 

Discount Rate for Benefit Obligations 
Expected Long-Term Return on Assets 
Medical Cost inflation Rate 31 
Actuarial Cost Method 

11 21 

7.50% 7.00% 
9.00% 9.00% 

8.50%, 5.00%: 7 8.00%,5.00%: 6 
Projected Unit Credit Actuarial 
Cost Method allocated from date of 

hire to full eligibility date. 

_i__ 

8 List each method used to fund OPEBs (ie: VEBA, 401(h)): 
9 Method - Tax Advantaged (Yes or No) YES 

IO Union Employees - VEBA 
11 Non-Union Employees - 401 (h) 
12 Describe Changes to the Benefit Plan: None. 
13 
14 Total Company 
15 
16 Accumulated Post Retirement Benefit Obligation (APBO) 
17 Fair Value of Plan Assets 

$20,142,625 
$8,168,281 

$24,412,733 
$8,781,999 

21.20% 
7.51% 

181 
19 List the amount funded through each funding method: 
20 VEBA 
21 401 (h) 

-2.66% 
-25. ‘I 5% 
10.85% 

241 t 

$883,512 
919,573 
916,979 

$2,720,064 

$860,014 
688,343 

1,016,441 
$2.564.798 

25 List amount that was tax deductible for each type of funding: 
26 VEBA $883,512 860,014 -2.66% 

I 919,573 1 688,343 ] -25.15% 

22 Other: Cash 
23 Total Amount Funded 

271 401 (h) 
28 Other: Cash 
29 Total Amount Tax Deductible 

916,979 1,016,441 10.85% 
$2.720.064 $2.564.798 -5.71% 

31 Net Periodic Post Retirement Benefit Cost: 
32 Service Cost 
33 Interest Cost 
34 Return on Plan Assets 
35 Net Gain/(Loss) During Period Def. for Later Ret 
36 Amort. of Transition Oblig. & Regulatory Asset 
37 Amo~ization of Gains or Losses 

$466,540 
1,346,369 
(458,697) 

1,035,528 
0 

66.24% 
23.17% 

-46.17% 
.76% 

100~00% 
21.04% (346,896) 

$2,042,844 
$1,243,275 

\ 
38 Total Net Periodic Post Retirement Benefit Cost 
39 Benefit Cost Expensed 

29.89% 
29.89% 

401 Benefit Cost Capitalized 343,402 
592,519 I 29.89% 41 Benefit Cost Charged to MPC Subs & Colstrip Owners 

42 Total Benefit Costs 
43 Benefit Pavments 

456,167 
$2,042,844 

$916,979 
$2,653,465 29.89% 
$1,016,441 10.85% 

; of December 31 ,I 997. 
53 21 Obtained from MPC’s 1998 FASB 106 Valuation. Assumptions and data are as of December 31, 1 
54 3/ First Year. Ultimate Years tn Reach I Jltim=rte 
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jSch 15A 

1 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
4s 
5c 
51 
52 

General information 

Discount Rate for Benefit Obligations 
Expected Long-Term Return on Assets 
Medical Cost Inflation Rate 3/ 
Actuarial Cost Method 

List each method used to fund OPEBs (ie: VEBA, 401 (h)): 
Method - Tax Advantaged (Yes or No) YES 
Union Employees - VEBA 

Accumulated Post Retirement Benefit Obligation (APBO) 
Fair Value of Plan Assets 

List the amount funded through each funding method: 
VEBA 
401 (h) 
Other: Cash 

- _ - 

List amount that was tax deductible for each type of funding: 
VEBA 
401 (h) 

Net Periodic Post Retirement Benefit Cost: 
Service Cost 
Interest Cost 
Return on Plan Assets - Estimated 
Amort. of Transition Oblig. & Regulatory Asset 

Number of Company Employees : 
Covered by the Plans 

Active 

Total Not Covered by the Plans I I 
4/ Substantially all of the amounts are subject to the MPSC jurisdiction. Actual amounts that will be 

expensed, will reflect reductions for amounts billed to others or allocated to Yellowstone National Park. 
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& Chief Financial 

t, Coal Operations 

CONFIDENTIAL INFORMATION 

NOT REQUIRED FOR GENERAL DISTRIBUTION 

48 

49 
50 

51 
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1 
2 
3 
4 
5 
6 
7 

8 
9 

IO 
11 
12 

13 
14 

15 
16 
17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

28 
29 

30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

4c 
41 

4; 
4: 
4f 

4E 
4E 
47 

4E 
45 
5C 

51 

5; 
5: 

5L 

5: 
5E 
57 
5E 

M. Meldahl 
Executive Vice President & 
Chief Operating Officer, 

Telecommunications Division 

I/ 2t I 

CONFIDENTIAL INFORMATION 

NOT REQUIRED FOR GENERAL DISTRIBUTION 

II Salary includes the employees’ annual base federally taxable earnings, pretax contributions to the 
Company’s Deferred Savings and Employee Stock Ownership (401 (K)) Plan, pretax Section 125 
flexible spending account contributions, pretax medical premium contributions, and, in some cases, tax 

deferred Executive Benefit Restoration Plan contributions. 

2/ All Other Compensation for named employees consists of the following: 

A> 

B> 

C> 

D> 

E> 

F> 

G> 

H> 

Vacation time sold back to the Company. The vacation sellback program is available to all employees. 

The value of the Company’s matching contribution of stock made to the employee’s accounts under 

the Deferred Savings and Employee Stock Ownership (401 (K)) Plan sponsored by the Company. 

Incentive Compensation Plan which were earned under the 1997 and 1998 EVA@ Bonus Plan. 

Dividend equivalents on stock options awarded under the Long-Term Incentive Plan in 1995. These awards, 
approved by the Personnel Committee, were based on certain performance criteria. 

Gains on exercised stock options. 

Payout of stock under the Restricted Stock Plan. The Plan was based on certain 1995 performance criteria. 

Imputed taxable income on Company paid life insurance premiums. 

Company-paid physical examinations. 

I> Employee discounts on electric and gas utilities. Discounts are available to all Utility employees. 

J> Personal use of company vehicles. 

K> Spot cash bonus awards. _ 
approved by the Personnel Committee, were based on certain performance criteria. 
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7 588 <I 

8 603 <J 

9 $I,084537 $339,641 219% 

10 R.F. Cromer $193,920 $9,792 <A 

11 Executive Vice President & 6,400 <B 

12 Chief Operating Officer, Energy 48,960 <C 

13 Supply Division 48,976 <D 

14 555 <E 

15 885 <G 

16 379 <H’ 

17 152 <I 

18 $310,019 $248,741 25% 

19 J. D. Haffey $190,890 $22,244 <A 

20 Executive Vice President & 6,400 <B 

21 Chief Operating Officer, Energy 48,195 <C 

22 Services Division 16,771 <D 

& Information Officer 

Company’s Deferred Savings and Employee Stock Ownership (401 (K)) Plan, pretax Section 125 

flexible spending account contributions, pretax medical premium contributions, and, in some cases, tax 

deferred Executive Benefit Restoration Plan contributions. 

A> Vacation time sold back to the Company. The vacation sellback program is available to all employees. 
B> The value of the Company‘s matching contribution of stock made to the employee’s accounts under 

the Deferred Savings and Employee Stock Ownership (401 (K)) Plan sponsored by the Company. 

0 Incentive Compensation Plan which were earned under the 1997 and 1998 EVA@ Bonus Plan. 

D> Dividend equivalents on stock options awarded under the Long-Term Incentive Plan in 1994. These awards, 

approved by the Personnel Committee, were based on certain performance criteria. 

E> Gains on exercised stock options. 

F> Payout of stock under the Restricted Stock Plan. The Plan was based on certain 1994 performance criteria. 

G> Imputed taxable income on Company paid life insurance premiums. 
sical examinations. 

gas utilities. Discounts are available to all Utility employees. 
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The following table shows compensation paid by the Company for services 
rendered during the fiscal years 1998, 1997, and 1996 for named executive 
officers. 

Annual 
Compensation 

Long-Term Compensation 

Awards Payouts 

Name and 
Principal 
Position 

R. P. Gannon 
CEO, Chairman of 
the Board & 
President 
W. S. Dee 
Vice President, 
Marketing 
R. F. Cromer 
Executive VP & 
COO, Energy 
Supply Division 
J. D. Haffey 
Executive VP & 
COO, Energy 
Services 
Division 
-r cl. P. Pederson 
VP, Chief 
Financial & 
Information 
Officer 

Securities 
Underlying 

Year Salary' Bonus' Options 
($1 ($1 (W 

1998 362,523 115,920 42,000 
1997 297,500 0 0 
1996 265,935 0 21,000 

1998 212,706 25,988 12,000 
1997 124,444 0 0 
1996 0 0 
1998 193,920 48,960 21,000 
1997 187,800 0 0 
1996 180,500 0 14,000 

1998 190,890 48,195 21,000 
1997 183,500 0 0 

“‘” 
1997 179,500 0 0 
1996 172,000 0 13,900 

'Includes $33,623 for 1998 and $20,968 for 1997 for Mr. Dee, who has a 
non-funded deferred compensation arrangement with the Company that became 
effective May 27, 1997. 

'Awards earned in 1997 and paid in 1998 under the 1997 Interim Bonus Plan. 

Awards earned under the 1998 EVA@ Bonus Plan have not been determined and 
approved by the Personnel Committee in time to include their amounts herein. 

3This column represents dividend equivalent awards on options awarded in 
1995. These awards, approved by the Personnel Committee, were based on 
certain objective performance criteria including a comparison of the 
Company's total shareholder return for the years 1995-1997 to Peer Companys' 
as described in the performance graph in the Personnel Committee Report 
supra, 

4This column represents the value of the Company's matching contribution 
of stock made under the Company's Retirement Savings Plan (401(k)). And, 
also represents compensation received for selling unused vacation time back 
to the Company, which is available to all employees, in the following 
amounts: $9,792 for Mr. Cromer, $22,244 for Mr. Haffey, and $15,241 for 
Mr. Pederson. The amounts may include vacation accrued in prior years. 

-- 
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1 

2 

3 
4 
5 
6 
7 
8 
9 

10 
11 

12 

13 
14 
15 
16 
17 
18 
19 

20 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

42 

43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

BALANCE ! 

101 
105 

107 
108 
111 
114 
115 
117 

Plant in Service 
Plant Held for Future Use 
Construction Work in Progress 
Accumulated Depreciation Reserve 
Accumulated Amortization & Depletion Reserves 
Electric Plant Acquisition Adjustments 
Accumulated Amortization-Electric Plant Acq. Adj. 
Gas Stored Underground-Noncurrent 

rotal Utility Plant 
Other Property and Investments 

Account Title 
Assets and Other Debits 

Utility Plant 

121 Nonutility Property 
122 Accumulated Depr. & Amos.-Nonutililty Property 

123.1 Investments in Subsidiary Companies 
123.* Investments in Colstrip Unit 4 & YNP 

124 Other Investments 
128 Miscellaneous Special Funds 

Total Other Proper& & Investments 

131 
132-I 34 

135 
136 
141 
142 
143 
144 
145 
146 
151 
153 
154 
163 
165 
166 
171 
172 
173 
174 

Current and Accrued Assets 
Cash 
Special Deposits 
Working Funds 
Temporary Cash Investments 
Notes Receivable 
Customer Accounts Receivable 
Other Accounts Receivable 
Accumulated Provision for Uncollectible Accounts 
Notes Receivable-Associated Companies 
Accounts Receivable-Associated Companies 
Fuel Stock 
Residuals and Extracted Products 
Plant Materials and Operating Supplies 
Stores Expense Undistributed 
Prepayments 
Advances for Gas Expl., Development & Productior 
Interest and Dividends Receivable 
Rents Receivable 
Accrued Utility Revenues 
Miscellaneous Current and Accrued Assets 

I Current & Accrued Assets 

181 
182 
183 
184 
185 
186 
188 
189 
190 
191 

Deferred Debits 

Unamortized Debt Expense 
Regulatory Assets 
Preliminary Survey and Investigation Charges 
Clearing Accounts 
Temporary Facilities 
Miscellaneous Deferred Debits 

Research, Devel. & Demonstration 
Unamortized Loss on Reacquired Debt 
Accumulated Deferred Income Taxes 
Unrecovered Purchased Gas Costs 

Total Deferred Debits 

TOTAL ASSETS and OTHER DEBITS 

IEET I/! 21 I 

Last Year 

!2,112,275,371 
4,302,538 

39,424,981 
(663,983,436 

(12,807,470 
3,106,285 

(1,967,313 
43,419,215 

61,523,770,171 

$2,318,288 
(1,672 

306,599,409 
150,218,544 

17,315,533 
1,420,034 

$477.870.136 

($5,756,681 
0 

146,442 
0 

737,781 
49,757,685 

5,609,838 
(983,926 

9,092,369 
34,479,911 

1 ,I 53,786 

18,115,636 
526,583 

4,440,169 
(104 

691,198 
76,509 

25,338,748 

$4,825,621 
285,262,745 

625,340 
(340,057 

(24,592 
22,714,421 

2,705 
9,345,517 

53,275,54C 
5,900,98E 

$381,588,22E 
$2,526,654,47E 

This Year 

$2,143,205,818 
1,774,042 

37,966,278 
(711,771,021) 

(9,440,753) 
3,106,285 

(2,062,228) 
47,175,719 

El ,509,954,140 

$2506,480 
(17,617) 

358,756,086 
195,078,954 

19,082,522 
1,170,816 

$576,577,241 

$2,519,043 
0 

150,378 
98,007 

288,038 
46,384,351 

7,028,508 
(1,043,926) 

79,981,743 
88,018,784 

942,237 

16,848,767 
1,191,255 
7,997,177 

0 
1 ,I 96,938 

185,879 
27,103,026 

$278,890,205 

$4,684,108 
227,539,178 

625,340 
(132,27-l! 

(25,821; 
22,529,275 

0 
8,393,398 

52,486,150 
4,646,939 

$320,746,295 

$2,686,167,880 

1.46% 
-58.77% 

-3.70% 
-7.20% 
26.29% 

0.00% 
-4.82% 
8.65% 

8.12% 
-953.82% 

17.01% 
29.86% 
10.20% 

-17.55% 
20.66% 1 
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11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

37 

38 
39 
40 
41 
42 
43 
44 

45 

46 
47 
48 
49 
50 
51 
52 
53 

ISch. 18 cont. BALANCE SHEET I/. 71 
Account Title 

Liabilities and Other Credits 
Proprietary Capital 

201 Common Stock Issued 
204 Preferred Stock Issued 
211 Miscellaneous Paid-In Capital 
213 Discount on Capital Stock 
214 Capital Stock Expense 
215 Appropriated Retained Earnings 

Total Proprietary Capital 
Long Term Debt 

221 Bonds 
224 Other Long Term Debt - 
225 Unamortized Premium on Long Term Debt 
226 Unamortized Discount on Long Term Debt-Debit 

Total Long Term Debt 

Other Noncurrent Liabilities 
227 Obligations Under Capital Leases-Noncurrent 

228.1 Accumulated Provision for Property Insurance 
228.2 Accumulated Provision for Injuries and Damages 
228.3 Accumulated Provision for Pensions and Benefits 
228.4 Accumulated Miscellaneous Operating Provisions 

Total Other Noncurrent Liabilities 

231 
232 
233 
234 
235 
236 
237 
238 
241 
242 

Current and Accrued Liabilities 
Notes Payable 
Accounts Payable 
Notes Payable to Associated 
Accounts Payable to Associated Companies 
Customer Deposits 
Taxes Accrued 
Interest Accrued 
Dividends Declared 
Tax Collections Payable 
Miscellaneous Current and Accrued Liabilities 

243 Obligations Under Capital Leases-Current 
Total Current and Accrued Liabilities 

Deferred Credits 
252 Customer Advances for Construction 
253 Other Deferred Credits 
254 Regulatory Liabilities 
255 Accumulated Deferred Investment Tax Credits 
257 Unamortized Gain on Reacquired Debt 

281-283 Accumulated Deferred income Taxes 
Total Deferred Credits 

TOTAL LIABILITIES and OTHER CREDITS 

$695,203,357 
58,063,500 

2,106,407 
(815,700) 

(93,888) 
6,238,312 

$420,705,000 
329,335,143 

(3.967.0741 
$746,073,069 

$911,946 
164,942 

2,454,997 
7,530,256 

120.441 
$11,182:582 

$69,100,000 
32,026,638 
67,882,998 
10,558,572 

74,293 
30,377,235 
13,932,676 
21,313,667 

275,108 
2-l ,758,206 

789,603 
$268.088.996 

$14,750,506 
20,952,536 

8,743,087 
35,181,659 

50,118 
351,176,423 

$430,854,329 

$2,526,654,478 

This Year 

$702,503,756 
58,063,500 

2,167,132 
(815,700) 

(93,888) 
6,238,312 

377,888,556 
§I .145,951,667 

$405,205,000 
364,960,700 

(3,708,422) 
$766,457,279 

$525,824 
(231 ,010) 

2,228,780 
15,037,859 

265,960 
$17,827,412 

$0 
21,087,865 

173,047,150 
36,252,928 

132,933 
36,372,395 
13,732,068 
21,388,056 

252,517 
27,058,265 

381.891 
$329.706.068 

$16,498,385 
19,682,097 

9,313,392 
33,819,066 

40,865 
346.871.649 

$4261225,454 

$2,686,167,880 

1.05% 
0.00% 
2.88% 
0.00% 
0.00% 
0.00% 

-3.68% 
10.82% 

6.52% 
2.73% 

-42.34% 
-240.06% 

-9.21% 
99.70% 

120.82% 
59.42% 

-100.00% 
-34.16% 
154.92% 
243.35% 

78.93% 
19.74% 
-1.44% 
0.35% 

-8.21% 
24.36% 

-51.64% 
22.98% 

11.85% 
-6.06% 
6.52% 

-3.87% 
-18.46% 

-1.23% 
-1.07% 

6.31% 

I/ Includes CMP and Montana Power Capital I; excludes Colstrip Unit 4, Yellowstone National Park and 
nonregulated propane. 

21 The Gas Utility transferred the majority of its natural gas production properties in the United States and all 
of its Canadian natural gas production properties to nonre_ lated operations on November 1,1997. It should 
be noted, any schedule pertaining to the balance sheet exciudes the production properties at December 31, 1997. 



December 31, 1998 
Annual Report of The Montana Power Company 

to the Montana Public Service Commission 
Notes to the Financial Statements 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 4 - Summary of significant accounting policies: 

Basis of accountinq: 

The Company’s accounting policies conform to generally accepted ,accounting principles. 
With respect to utility operations, such policies are in accordance with the accounting requirements 
and ratemaking practices of the regulatory authorities having jurisdiction. 

Use of estimates: 

Preparing financial statements requires the use of estimates. Management makes 
appropriate estimates and judgments based upon available information. Actual results may differ 
from accounting estimates as new events occur or additional information is obtained. 

Financial statement presentation: 

The financial statements are presented on the basis of the accounting requirements of the 
Federal Energy Regulatory Commission (FERC) as set forth in its applicable Uniform System of 
Accounts. This report differs from generally accepted accounting principles due to FERC requiring 
the reflection of subsidiaries on the equity method of accounting which differs from Statement of 
Financial Accounting Standards No. 94 “Consolidation of All Majority-Owned Subsidiaries” (SFAS 
No. 94). SFAS No. 94 requires that all majority-owned subsidiaries be consolidated. The other 
differences are comparative statements of retained earnings and cash flows and net income per 
share are not presented. 

Plant, property, depreciation and amortization: 

The year-end balances of the major classifications of property, plant, and equipment are 
detailed in the following table: 

December 31 
1998 1997 

Thousands of Dollars 
Utility plant: 

Electric: 
Production . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Transmission.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Other . . . . . . . . . . . . . . . . . . . . . . . . . ..~.~~..................~ 

Natural Gas: 
Production and storage . . . . . . . . . . . . . . . . . . . . . 
Transmission. . . . . . . . . . . . . . . . . . . . . _...... . . . . . . . . 
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Total Utility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

$ 721,995 
371,638 
544,653 
192,494 

73,115 67,699 
152,804 148,295 
146,896 138,676 
29,633 38,609 

$2,233,228 $2,202,528 

$ 716.021 
362,658 
514,057 
216,513 

The cost of additions to and replacement of plant, including an allowance for funds used 
during construction (AFUDC) of utility plant, is capitalized. The rate used to compute AFUDC is 
determined in accordance with a formula established by the FERC and was an average of 8.3 
percent for 1998 and 8.0 percent for -l997. Costs of utility depreciable units of property retired plus 
costs of removal less salvage are charged to accumulated depreciation and no gain or loss is 
recognized. Maintenance and repairs of plant and property, as well as replacements and renewals 
of items determined to be less than established units of plant, are charged to operating expenses. 
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Annual Report of The Montana Power Company 

to the Montana Public Service Commission 
Notes to the Financial Statements 

With respect to the sale of the regulated generation assets, the Company first expects to 
recover the book value of those assets and the costs of the sale transaction. Proceeds in excess 
of the book value and transaction costs are expected to reduce the amounts to be collected from 
ratepayers in the form of competitive transition charges (CTC). 

Included in the plant classifications are Utility plant under construction in the amounts of 
$37,966,000 and $39,4X,000 for 1998 and 1997, respectively. Also included in the table above 
are electric generating and transmission assets held for sale with an approximate cost and 
accumulated depreciation of $822,000,000 and $299,000,000, respectively. However, the sale is 
subject to the satisfaction of various conditions and the receipt of required regulatory approvals. 
Final determination of proceeds and the related transmission facilities to be included in the sale 
are subject to the sales of two other owners’ interests in the Colstrip plants, which must be 
approved by those owners’ state regulatory commissions. The sale of the Company’s 
unregulated leasehold interest in Colstrip Unit 4 is subject to approval by the purchasers of power 
under two long-term sales agreements related to that unit. Although the Agreement is not 
contingent upon inclusion of Colstrip Unit 4, such inclusion, or the potential exclusion, will impact 
the amount of proceeds received as well as the amount of transmission facilities included in the 
sale. The Company anticipates this transaction will be completed by the end of 1999. 

Provisions for depreciation and depletion are recorded at amounts substantially equivalent 
to calculations made on straight-line and unit-of-production methods by application of various rates 
based on useful lives of properties determined from engineering studies. The provisions for Utility 
depreciation and depletion approximated 3.0 percent for 1998 and 1997 of the depreciable and 
depletable Utility plant at the beginning of the year. 

Utilitv revenue and expense recoqnition: 

Operating revenues are recorded on the basis of service rendered. In order to match 
revenues with associated expenses, the Company accrues unbilled revenues for electric and 
natural gas services delivered to customers but not yet billed at month-end. 

Regulatory assets: 

For its regulated operations, the Company follows SFAS No. 71, “Accounting for the Effects 
of Certain Types of Regulation.” Pursuant to this pronouncement, certain expenses and credits, 
normally reflected in income as incurred, are recognized when included in rates and recovered from 
or refunded to the customers. The significant regulatory assets the Company has recorded are 
discussed below. 

In the ratemaking process, tax costs and benefits related to certain temporary differences 
are recovered in rates on an as paid or “flow-through” basis. SFAS No. 109 “Accounting for Income 
Taxes”, requires that tax assets and liabilities be reflected on the Balance Sheet on an accrual 
basis. This timing difference requires the Company to recognize a regulatory asset for taxes 
accrued but not yet recovered in rates. That regulatory asset was $119,080,000 and $119,643,000 
as of December 31, 1998 and 1997, respectively. 

The Montana Public Service Commission (PSC) provided in its August 1985 order a 
carrying charge and recovery of depreciation that was deferred and is being charged to income 
over the remaining life of Colstrip Unit 3 to compensate the Company for unrecovered costs of its 
investment for the period the plant was in service from January IO, 1984 to August 29, 1985. At 
December 31, 1998 and 1997, the unamortized amounts were $40,325,000 and $42,156,000, 
respectively. 
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Also included in other regulatory assets are costs related to the Company’s Demand Side 
Management (DSM) programs in the amounts of $33,353,000 and $33,965,000 for 1998 and 1997, 
respectively. The amounts are included in the Company’s rate base and are being charged to 
income over a ten-year period. 

Competitive transition charges, which relate to natural gas properties that were removed 
from regulation on November 1, 1997, are being recovered through rates over 15 years. The 
unamortized balances at December 31, 1998 and 1997 were $56,059,000 and $58,983,000, 
respectively. 

Certain other costs are being amortized currently or are subject to regulatory confirmation 
in future ratemaking proceedings. 

Changes in regulation or changes in the competitive environment could cause recovery of 
these costs through rates to become uncertain, resulting in the Company not meeting the criteria of 
SFAS No. 71. If the Company were to discontinue application of SFAS No. 71 for some or all of its 
operations, the regulatory assets related to those portions would have to be eliminated from the 
balance sheet and included in income in the period when the discontinuation occurred unless 
recovery of those costs was provided through rates charged to those customers in a portion of the 
business that remains regulated. In conjunction with the ongoing changes in the electric and 
natural gas industries, the Company will continue to evaluate the applicability of this accounting 
principal to those businesses. 

As a consequence of the issuance by the PSC of the natural gas restructuring order, the 
Company’s natural gas production assets were removed from SFAS No. 71 accounting in the fourth 
quarter of 1997. The timing of the removal of the electric generating assets from SFAS No. 71 is 
expected to coincide with the sale of the Company’s interests in the generating facilities. Recovery 
of the Company’s existing regulatory assets related to the natural gas production assets was 
provided in the order and recovery of existing regulatory assets related to electric generation is 
provided in the electric restructuring legislation. 

Cash and cash equivalents: 

The Company considers all liquid investments with original maturities of three months or 
less to be cash equivalents. 

Storm damaoe and environmental remediation costs: 

The estimated costs of storm damage and environmental remediation obligations for Utility 
operations are charged against established, regulator approved operating reserves when such 
losses are probable and reasonably estimatable. The reserves are adequate to provide for all 
known obligations and may be increased, if appropriate, by adjusting the annual accrual rate. The 
reserves’ balances at December 31, 1998 and 1997 were approximately $9,350,000 and 
$2,600,000, respectively, and are included in other noncurrent liabilities on the Consolidated 
Balance Sheet. 

Income taxes: 

Deferred income taxes are provided for the temporary differences between the financial 
reporting basis and the tax basis of the Company’s assets and liabilities. For further information on 
income taxes see “Regulatory assets and liabilities” in this note and also Note 5 - “Income t 
expense”. 
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Asset impairment: 

In accordance with SFAS No. 121, “Accounting for the impairment of Long-Lived Assets 
and for Long-Lived Assets to be Disposed Of”, the Company periodically reviews long-lived assets 
for impairment whenever events or changes in circumstances indicate that the carrying amount of 
an asset may not be recoverable. In 1998, the Company recorded an expense of $4,100,000 in 
accordance with SFAS No. 121. 

Comprehensive income: 

_ 

SFAS No. 130, “Reporting Comprehensive Income”, defines comprehensive income as 
the change in equity of a business enterprise during a period from transactions and other events 
and circumstances from non-owner sources. SFAS No. 130 requires that an enterprise report all 
components of comprehensive income in the period in which they are recognized. These 
components are net income and other comprehensive income. Net income includes such items 
as income from continuing operations, discontinued operations, extraordinary items, and 
cumulative effects of changes in accounting principle. Other comprehensive income includes 
foreign currency translations, adjustments of minimum pension liability, and unrealized gains and 
losses on certain investments in debt and equity securities. 

For the years ended December 31, 1998 and 1997, the Company’s sole items of other 
comprehensive income were foreign currency translation adjustments of $7,363,000 and 
$2,181,000, respectively, to retained earnings. There are no current income tax effects resulting 
from the adjustments. The 1998 adjustment included both the change in the valuation of the 
assets of the Company’s Canadian operations and a change in the rate used to adjust certain 
Canadian assets. Until November 1, 1997, the plant of the Company’s natural gas utility 
operations, owned by a wholly owned subsidiary, was included in the natural gas utility rate base. 
As such, the Company earned a rate of return on these assets stated at their historical costs, 
converted to U.S. dollars using historical foreign currency exchange rates. When the assets were 
transferred from the Company’s regulated operations to the Nonutility operations, and removed 
from utility rate base, they were converted to U.S. dollars using current foreign currency 
exchange rates which resulted in a decrease of approximately $5,100,000 in retained earnings in 
1998. 

Fair value of siqnificant financial instruments: 
. 

1998 1997 
Carrying Fair Carrying Fair 
Amount Value Amount Value 

Thousands of Dollars 

Assets: 
Other significant investments . . . . . . . . . . . . .._.. . $ 19,044 $ 19,044 $ 17,316 $ 17,316 

Liabilities: 
Long-term debt (including due 

within one year) . . . . . . . . . . . . . . . . . . . . . . .._........ $766,457 $807,509 $746,073 $760,810 

The following methods and assumptions were used to estimate fair value: 

Other investments - The carrying value of the investments approximates fair value as the 
investments have short maturities or the carrying value equals their cash surrender value. 
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