
NorthWestern 
Energy 

Ms. Kate Whitney 
Utility Division 
Montana Public Service Commission 
1701 Prospect Avenue 
PO Box 2022601 
Helena, Montana 59620-2601 

August 23, 2012 

Re: Docket No. D2012.5.49 Electric Tracker 
NorthWestern Energy's Responses to PSC Set 2 (006-013) Data Requests 

Dear Ms. Whitney: 

Enclosed for filing is a copy of NorthWestern Energy's response to PSC Set 2 
(006-013) data requests. This set of data request responses has been mailed to the service 
list in this docket and hand delivered to the PSC and MCC. They have been efiled with 
the PSC. 

Should you have questions please contact Joe Schwartzenberger at (406) 497-3362. 

Enclosures 

Sincerely, 

Nedra Chase 
Administrative Assistant 

NorthWestern Energy 1 40 East Broadway Street 1 Butte, MT 59701 

TEL: (406) 497-1000 1 FAX: (406) 497-25351 www.northwesternenergy.com 



CERTIFICATE OF SERVICE 

I hereby certify that a copy of NorthWestern Energy's responses to PSC Set 2 Data 

Requests (006-013) in Docket D2012.5.49 Electric Tracker has been served by mailing a copy 

thereof by first class mail, postage prepaid to the service list in this Docket and hand delivered to 

the PSC and MCC. These responses have also been efiled with the PSC. 

Date: August 23,2012 

Nedra Chase 
Administrative Assistant 
Regulatory Affairs 



A. Service List 
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Charles Magraw 
501 8th Ave. 
Helena MT 59601 

Dr. Thomas M. Power 
920 Evans Ave. 
Missoula MT 59801 

John W. Wilson 
JW Wilson & Associates 
1601 North Kent St. Ste 1104 
Arlington VA 22209 

AI Brogan 
NorthWestern Energy 
208 N. Montana Ave Ste 205 
Helena MT 59601 

Robert Nelson 
Montana Consumer Counsel 
111 N. Last Chance Gulch 
Suite 1B 
Helena MT 59620-1703 

Joe Schwartzenberger 
NorthWestern Energy 
40 E. Broadway 
Butte MT 59701 

Nedra Chase 
NorthWestern Energy 
40 E.Broadway 
Butte MT 59701 

Sarah Norcott 
NorthWestern Energy 
208 N. Montana Ave Ste 205 
Helena MT 59601 

Kate Whitney 
Public Service Commission 
1701 Prospect Ave. 
POBox 202601 
Helena MT 59620-2601 
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Electric Tracker 

Montana Public Service Commission (pSC) 
Set 2 (006-013) 

Data Requests received July 13, 2012 

Dave Gates Generation Station (DGGS) Outage 
Cashell 

a. Please provide any off-line and on-line dates for each of the original power turbines at 
DGGS related to an outage during the tracker period. 

b. Please provide anyon-line and off-line dates for each of the replacement turbines at 
DGGS related to an outage during the tracker period. 

c. Please provide any documentation NWE possesses, correspondence between NWE 
employees, or correspondence between NWE employees and others related to operational 
problems of DGGS before the outage occurred. 

d. Please provide any documentation NWE possesses, correspondence between NWE 
employees, or correspondence between NWE employees and others related to the cause 
of the DOGS outage, either before or after the outage. 

e. Please describe the steps NWE took to procure regulation service after the DGGS outage. 

RESPONSE: 

a. See the attached list of outages for each of the three DGGS units during the tracker 
period. 

b. See the attachment provided in response to part a, above, for a record of the following 
sequence of events: 

• The Unit 1 outage began on January 31,2012 and ended on March 31, 2012. The 
Unit 1A and 1B power turbines that have been operating since March 31 are both 
borrowed (replacement) turbines. 

• The Unit 2 outage began on January 12,2012. On February 27, 2012 Unit 2 was 
put back into service with one borrowed power turbine (A) and one repaired 
original power turbine (B). On April 22, the borrowed Unit 2A power turbine 
failed and remains out of service, but the repaired Unit 2B continues to be 
available. 

• The Unit 3 outage began on January 31, 2012 and ended on April 24, 2012 when 
the original repaired power turbines 3A and 3B were reinstalled. 

PSC-l 
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c. Some of the documentation and correspondence requested by this data request may be 
subject to the attorney/client privilege or the work product doctrine. NorthWestern 
objects to this data request to the extent that it requests any such documentation or 
correspondence. NorthWestern will provide a privilege log of any documents or 
correspondence, if any, that it withholds on the basis of attorney/client privilege or work 
product doctrine. 

The documentation and correspondence that NWE possesses includes Facility Updates 
about DGGS that are issued multiple times daily plus related emails pertaining to those 
updates. NWE does not segregate the Facility Updates between those that report 
problems and those that report normal operations. Montana Rule of Civil Procedure 
("M.R. Civ. P.") 34(b)(2)(E)(i) allows NWE to produce documents as they are kept in the 
usual course of business. The Montana Public Service Commission ("Commission") has 
adopted M.R. Civ. P. 34 as an administrative rule of the Commission. ARM 
38.2.3301(1). Provided on the attached CD are all Facility Updates in NWE's possession 
that were created between January 1,2011, when DGGS achieved commercial operation, 
and January 31, 2012, when the outage began. 

In addition to the Facility Updates, NWE possesses additional documentation and 
correspondence that is responsive to PSC-006c. An email search is under way and 
additional results will be provided as soon as they are available. The relevant period was 
determined to be January 1, 2011 through January 31, 2012. The search terms chosen 
were (Dave Gates Generating Station or DGGS or Mill Creek Generating Station or 
MCGS) and (problem or failure or repair or outage or bearings or inspection or teardown 
or blades or unavailable). The custodians chosen were Mike Cashell, Bill Rhoads, Jim 
Williams, John Hines, Bill Thompson, Casey Johnston, Mike McGowan, Mike Voeller, 
Mike Terry, Andrew McLain, Heather Grahame, and Al Brogan. 

Pratt & Whitney Power Systems ("PWPS") has informed NorthWestern that it considers 
technical information, including analyses, to be confidential and a trade secret. PWPS 
has further informed NorthWestern that it intends to file a petition to intervene and a 
motion for a protective order in this docket. NorthWestern is withholding information 
requested that may contain PWPS' s confidential data until the Commission issues a 
decision on the PWPS motion for a protective order. 

d. Some of the documentation and correspondence requested by this data request may be 
subject to the attorney/client privilege or the work product doctrine. NorthWestern 
objects to this data request to the extent that it requests any such documentation or 
correspondence. NorthWestern will provide a privilege log of any documents or 
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correspondence, if any, that it withholds on the basis of attorney/client privilege or work 
product doctrine. 

PWPS has informed NorthWestern that it considers technical information, including 
analyses, to be confidential and a trade secret. PWPS has further informed NorthWestern 
that it intends to file a petition to intervene and a motion for a protective order in this 
docket. NorthWestern is withholding information requested that may contain PWPS's 
confidential data until the Commission issues a decision on the PWPS motion for a 
protective order. 

An email search is under way for documents responsive to this request. Results will be 
provided as soon as they are available. The relevant period was determined to be January 
12,2012 through August 8, 2012. The search terms chosen were (Dave Gates Generating 
Station or DGGS or Mill Creek Generating Station or MCGS) and (problem or failure or 
repair or outage or bearings or inspection or teardown or blades or turbine or unavailable) 

. and (cause or root or borescope or vibration or cutaway or warranty or evaluation or 
damage or Pratt). The custodians chosen were Mike Cashell, Bill Rhoads, Jim Williams, 
John Hines, Bill Thompson, Casey Johnston, Mike McGowan,. Donna Haeder, Mike 
Voeller, Mike Terry, Andrew McLain, Heather Grahame, and Al Brogan. 

e. Upon notification that the DGGS units would need to be taken offline and due to the 
emergency nature of the outage, North Western contacted the three entities that had 
recently submitted bids in response to NWE's Request for Proposals ("RFP") for 
regulation service to be provided in 2013. North Western identified the amount of 
regulating reserve immediately available and associated costs from each provider. In 
addition, NorthWestern discussed terms that would allow for gradually reducing the 
contracted regulation capacity and serVice provided as the DGGS units became 
operational. NorthWestern was able to procure regulation service and execute contracts 
with two of the three entities. The contract regulation was operational within 52 hours of 
the DGGS units being taken offline. 

PSC-3 
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Event Summary Report 

Dave Gates Generating Station at Mill Creek; Year To Date Statistics 

Report Period: July 2011 to June 2012 

Rollup Weighting: N/A 

OMC: None 

[)ave Gates Generating Station- Unit 1 
Event Type Start End Cause' Description 

537 MO 7/4/2011 10:24 7/4/201111:58 8820 Cleaning ammonia names 

540 MO 7/6/2011 17:35 71712011 9:43 5054 Cracked water injection line on 1A replaced line. 

580 U1 8/3/2011 21 :26 8/3/2011 22: 16 5054 Nearby lightning strike caused VFD to fault on engine A 

582 U1 8/3/201122:18 8/3/2011 22:30 5054 Testing engine A water injection VFD faulted due to lightning 

583 U1 8/3/2011 23:07 8/3/2011 23:40 5054 Testing engine A water injection VFD faulted due to lightning 

605 MO 8/24/2011 15:01 8/24/2011 16:32 5109 leaking oil into tunnel caught on fire 

610 MO 8/27/2011 6:28 8/30/2011 22:09 8817 duct dill pressure low low 

636 MO 9/13/2011 3:58 9/13/2011 4:09 5299 FCV1101 GF valve position error 

670 MO 9/20/2011 17:00 9/20/201117:13 5299 U1 B PTTB problems 

675 D1 9/21/2011 13:44 9/21/201114:57 5299 Thrust balance valvelactuator not working. 

676 U1 9/2112011 14:57 9/2112011 16:25 5299 troubleshooting thrust balance problems 

678 D1 9/21/2011 16:28 9/211201116:44 5299 loose connection on TE010 

722 MO 9/21/2011 20:35 9/21/2011 20:40 5250 Eng. 1 B Thrust Balance Valve Actuator failure. 

683 D1 9/21/2011 20:41 9/22/2011 7:53 5299 Unit derated, Power Turbine Thrust Balance problems 
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1.57 

16.13 

0.83 

0.20 

0.55 

1.52 
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0.18 

0.22 

1.22 
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58.40 

70.40 
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695 U1 9/2212011 7:54 9/22/2011 11 :20 5299 

717 PO 9/30/2011 3:00 10/2/201121:44 5272 

718 U1 10/3/201118:00 10/3/201120:54 5299 

739 PO 10/13/201111:40 10/13/2011 15:22 4810 

744 MO 10/18/201111:01 10/18/201116:00 8825 

747 MO 10/19/20116:01 10/19/201116:00 5114 

750 U1 10/30/20117:43 10/30/2011 7:59 5250 

755 01 11/8/2011 6:29 11/8/2011 7:40 5299 

756 U1 11/14/201110:33 11/14/2011 13:06 8820 

758 U1 11/15/201118:33 11/15/201118:43 5140 

760 U1 11/16/20115:10 11/16/20115:27 5120 

762 U1 111161201116:20 11/16/2011 16:30 8825 

766 MO 11/17/201112:31 11/17/201114:11 5190 

768 MO 11117/201116:01 11/17/201116:45 9320 

770 01 11117/201116:46 11/21/201111:57 9320 

788 U1 12/4/2011 22:03 12/4/2011 22:07 5299 

793 MO 12110/2011 9: 53 12/10/201110:44 5114 

796 MO 12113/20119:31 12/13/201110:15 8820 

2 MO 1/412012 6:34 1/4/201213:15 3898 

10 U1 1115/201211:28 1/15/201212:33 5299 

14 01 1/15/201214:43 1/15/201217:08 5299 

16 MO 1/15/201217:27 1/15/201221:05 5299 

22 U1 1/27/20129:22 1/27/201210:14 8820 

24 MO . 1130120'1212:01 rial i2~12~ i,6'31" :,", :::; ;~~P~~~~7: 
27 U1 .' 1i31/~qr2 1(:07 • 3/,31!2?)218'19 .; ;"5272~:: 

- '''''·.F",1." 

29 U1 4/2/2012 8:39 4/2/2012 9: 16 8820 

31 MO 4113/201212:56 4/13/201217:00 5110 

33 MO 4/18/201212:40 4/18/201213:39 5299 

36 U1 4/22/2012 19:49 4/22/2012 20:32 8820 

37 Ul 4/24/2012 18:27 4/24/201219:15 8820 

38 U1 4/24/2012 19: 19 4/24/201219:41 5299 

39 Ul 4/25/2012 16:37 4/25/201216:54 5111 

41 U1 4/27/20129:51 4/27/201210:30 8820 

42 U1 4128/2012 1 :30 4/28/2012 1 :44 5299 

45 U1 5/10/201211:35 5/10/201212:04 8820 

47 01 5/15/201213:48 5/15/201215:45 5097 

Replaced Failed Thrust Salance Actuator on Engine 1A 

Semi·Annual Sorescope Inspections. 

bad sov 1105 

Annual Powell breaker maintenance 

Replaced bad VFO for SCR cooling fan 

Maintenance outage to change GT LUSE OIL FILTERS ... 

Unit tripped on Engine A thrust balance pressure sensor. 

PTTS trip u1a. Suspected frozen pressure sensing line (PT004). 

Unit ammonia nozzels and filters plugged. 

Multiple signal failures and high temp alarms caused Unit shutdown. 

Lost signal on TE-604 

miscellaneous signal failures high high drive back on TE 604 

several erroneous signals dove back on TE 604 trouble shooting problem. 

removing part to install on unit #3 

removed card to install on unit #3. New warranty card was installed on unit#1 

PTTS pressure ratio top. 

Broken bolt in F607 filter housing. 

Nox climbing need to clean injection nozzles change filter 

R&R Tempering air fan motor A for modification.R&R EGT cable on U1A,R&R TE001 U1S. 

PTTB pressure ratio trip. 

PHS Pressure ratio problems 

Troubleshooting PTTS issues. unit is down. 

plugged injection nozzles 

),,:t" ',,; ;:';"i:.0~!;iF~~;,e .• 'r:F·:;;'· ..•.. i; " 

~~~.'1~~ nl'1s ; g; i': ::.'?:.:,{ ~;~1':~f;:'T,~i~::: 'S··t.~' .": .," 'l,t 
.c· , . '>.,,:" " 

.. , 

ammonia injection nozzles plugged. 

Need to check oil sytem accumulator for proper pressure on bladder. 

cleaning NH3 nozzles & clean chip detectors 

change Ammonia nozzels 

injection nozzle plugged 

Selow idle trip 

Low oil pump discharge pressure 

Clean Ammonia nozzles 

PHB Ratio trip - Ul B 

Clean ammonia nozzels and change filter 

Hi Temp on Turbine coaling air. Sad connection TE076 
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8.33 

14.17 

8.33 

83.33 

36.67 

2279.58 

3.20 
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60.42 
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43.33 

1425.00 I PT Outage Event - both sides 
72010.00 

30.83 

203.33 

49.17 

35.83 

40.00 

18.33 

14.17 

32.50 

11.67 

24.17 

12.42 
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48 Ul 5/15/201214:15 5/15/201215:45 8656 

53 MO 5126/2012 20:02 5/26/2012 20:40 8823 

55 MO 5130/2012 10:38 5/30/201212:12 5044 

57 MO 6/4/20124:42 6/4/20126:16 8820 

60 MO 6/13/20127:11 6/13/201212:16 5240 

63 MO 6122/2012 13:06 6/22/2012 13:57 8820 

65 Ul 6122/2012 17:54 6/22/201218:52 5299 

67 MO 6/27/201218:23 6/27/201219:06 8820 

69 MO 6128/20127:32 6/28/2012 8:40 5114 
---

Event Type Star! End Cause 

514 MO 8/14/2011 16:54 8/15/201116:20 5190 

521 MO 8/16/201119:52 8/17/201111:08 5190 

558 Dl 8/24/2011 14:05 8/24/201116:07 5049 

579 Ul 8129/2011 8:25 8/29/2011 8:44 5079 

636 Ul 9/16/2011 12:10 9/16/201112:53 5085 

681 PO 9126/2011 6:30 9/29/201116:40 5272 

690 Ul 10/3/201117:00 10/4/2011 8:07 5299 

691 Ul 10/4/2011 8:09 10/4/2011 15:09 5299 

692 Ul 10/4/201115:14 10/4/2011 19:30 5299 

698 PO 10/11/20119:01 10/11/201110:45 4810 

699 Ul 10/11/201110:46 10/13/201111:17 4810 

713 Ul 10/211201110:37 10/21/201112:56 5039 

725 Ul 10/27/2011 19:47 10/28/2011 9:14 8825 

780 MO 11111/201112:21 11111/2011 13:00 5130 

811 MO 11/22/2011 9:20 11/22/201115:38 5111 

854 MO 12/6/2011 7:01 12/6/201114:26 9720 

856 Ul 121712011 5:24 121712011 7:07 9320 

898 MO 12114/2011 7:44 12/14/20118:10 5110 

900 MO 121141201111:21 12/14/2011 12:15 5114 

902 MO 12/14/201115:11 12/15/2011 4:45 5110 

24 MO 1/5/20125:01 1/5/201215:00 3899 

60 MO 1112/20129:45 1/12/201211:01 5272 

~.1::;\:J.;.,.".:,;,.1 'i.;:.:i.H2<.dt JltJ~1t~jjt91~i:"* .. ~~~~ :k~~B.i~~~~a~f.~;/~jj ~~;;§i~&~~ 

Low Cooling air flow to SCR Pantleg ··B·'. Recalibrated both air flow transmitters. 

Changed ammonia nozzles 

Trouble shooting F.O. pump clutch oil tine 

change ammonia nozzles and filter 

Fire systems testing and calibration 

Change ammonia nozzles 

Shutdown to change bad SOV 1404 (LF/water drain). 

change ammonia nozzles and filter 

Change filter and clean Chip detector 
---- ------- ----

Dave Gates Generating Station - Unit 2 

Description 

On U2B water was pouring from northside vent pipe 

On U2B water was pouring from northside vent pipe 

fail to light off failed125v fuel vent sov 125v positive ground fault 

ramp up ramp downs causing water injection problems 

2A Engine TTEC Oriveback due to failed TE076 GG to PT Cooling air temperature Failure 

Semi-Annual 8orescope Inspections 

Having electrical problems with VFO for Cold Buffer air. 

Having electrical problems with VFO for Cold Buffer Air 

Electrical problems with Cold Air Buffer. 

U2 Powell Vacuum Breaker Maintenance 

U2 Powell Vacuum Generator Breaker Trip Shaft was found bent during inspection. 

Eng Heat duct temperature high, had CSO on GG. Taking down unit to replace check valve. 

Pant-Leg "A" running high temp. Removed unit from service. 

Repair in leak on hydraulic starter skid. 

Replace MOP 601 

AFP fire protection conducting annual fire safley checks 

demin water supply line to skid is suspected froze no water pressure 

PDT 605 lost signal or erratic signal 

change F 605 filter 

Unit 2 A lube oil leak in tunnel 

R&R Tempering air fan 2A 

S-Flange 003 at 3.7Mils alarm at 3 Mils 

~tQ~~i~r~JiCjl£lm~~~Cjj~j2~_t~.U~~~(~~~~~~~Af,e&E~~~~:1?~~~?:~g~i!~~~~D#~~~ii ~,~: £:;_~ 
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78.33 
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42.50 

48.33 
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1124.80 
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97.60 

15.20 

34.40 

3944.00 

725.60 

336.00 

204.80 

83.20 

2328.80 

111.20 
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32.50 
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20.80 

43.20 
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Event Type Start End Cause 

371 U1 7/8/201112:16 7/11/201118:40 4810 

372 U1 7111/201119:08 7113/2011 12:58 4810 

373 U1 7/13/201113:41 7/13/201113:51 5250 

403 U1 8/2/2011 19:22 8/2/2011 20:18 5079 

422 MO 8/11/2011 12:38 8/11/201121:15 5054 

425 U1 8/12/201114:34 8/12/2011 14:49 5190 

458 D1 8/24/201115:35 8/24/2011 15:42 5299 

459 D1 8124/2011 15:55 8/24/201116:01 5299 

504 PO 9/19/2011 5:30 9/26/2011 6:27 5272 

549 U1 101121201111:06 10/12/201111:29 5190 

550 D1 101121201111:30 10/12/201111:59 5190 

553 U1 101141201111:24 10/14/2011 11 :33 8825 

588 D1 10/23/201121:57 10/23/2011 22:07 5299 

607 MO 10/2712011 8:31 10/27/201114:58 5299 

622 U1 11/1/20117:44 11/1/201111:15 5140 

625 MO 11/8/20115:01 11/8/201119:00 8825 
--- ----

Dave Gates Generating Station - Unit 3 

Description .' Eq Hrs 

13800 breaker failed to open on shutdown until 86G-1 rolled 78.40 

13800 breaker failed to open on shutdown until 86G1 rolled. 41.83 

S-flange signal fault causing unit to trtp. 0.17 

PB-DOTtrip 0.93 

Checking water injection flow meter following reealibration 8.62 

Engine heat duct high temperature Controlled Shut Down 0.25 

3B cooling air TTEC-DB 0.12 

cooling air TTEC-DB 0.10 

Semi-Annual Borescope Inspection and Combustor Inspections. 168.95 

Unit tripped on Thrust Balance pressure sensor failed 0.38 

Blown electrical relay on U3A Thrust Balance Positioner 0.23 

SCR controlled driveback and shutdown 0.15 

Thrust balance pressure ratio trtp. 0.08 

Repair U3B Speed Probe ST006 6.45 

Unit trtpped. 125 VDC input card failure. 3.52 

Replace starter on Cooling Fan "A" 13.98 
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627 MO 11/9/2011 7:01 11/9/201111:29 

651 U1 11/17/20111:26 11/17/20111:45 

653 D1 11117120111:45 11/17/201118:18 

695 U1 1212/201116:27 1213/201115:11 

696 MO 12/3/201115:15 12/3/2011 17:56 

698 MO 1214/2011 6:30 12/4/201111:30 

766 U1 12/24/2011 2:53 12/24/20117:15 

6 U1 1/6/20124:01 1/6/201211:10 

30 U1 1/18/201218:37 1/18/201218:40 

33 D1 1/18/201221:46 1119/20121:40 

34 U1 1/3ii201220:09 4i241201 z' 16:39 '" 

37 U1 4/26/20123:06 4/26/20123:45 

40 U1 4129/201212:50 4/29/2012 13:39 

41 Ul 4129/201213:45 4/29/201214:15 

42 Ul 4/30/2012 14:29 4/30/201215:36 

52 U1 5171201214:52 5171201216:02 

53 MO 5171201216:02 5171201216:37 

55 MO 5/9/20128:45 5/9/201210:01 

56 MO 5127/201210:43 5/27/201211:23 

62 U1 6/5/201213:16 6/5/201214:16 

64 U1 6/5/201214:38 6/5/201216:08 

68 MO 6/13/2012 12:16 6/13/2012 16:35 

71 U1 6/24/20127:32 6/24/2012 7:54 

73 U1 6124/20128:14 6/24/20128:52 

74 Dl 6/24/20128:57 6/24/201220:00 

76 U1 6/24/201220:00 6/24/2012 20:33 

78 MO 6127/20123:18 6/27/20123:39 
-----

MicroGADS Event Summary Report 

8825 Replace Cooling Fan "A" VFD 

5079 PB DOT Trip 

5048 3B Melted Gas Fuel relay block. Took relay block from 1A to verify engine function. 

3972 Unit 3 Communication Problems 

5110 Remove insulation and inspect Accumulator 

5110 remove acculator replace bladder 

5160 3B secondary air fan#2 tripped breaker 

5160 Sec air fan fail CSD. 

5299 Unit tripped due to high CAB temp (TE1602). 

5299 Replacing CAB Motor 

":'5272~! 
-", - ': d~ l!n~.I;~:"'g'; ~~!~! '.~:~l,~"~ ~.~'''~: :;;i5~'L;;~t!:;:~:;,;: !;;;.:,~. ,:';:_:J ':: .. 
8820 plugged ammonia injection nozzles 

5050 Unit trip Flame·out 

5054 water in vent pipe. Replace SOY 1403 

8820 plugged injection nozzle U3 B 

5041 Change Relay for SOV 1602 and valve 

5114 Change U3B F·607 filter 

5299 Purge sensing lines for PDT 629 

8823 change ammonia nozzles 

5113 Oil in vacuum pump lines 

5113 U3A 601 check valve stuck 

5240 Fire protection system testinglcalibration 

5160 U3B CAB VFD fault 

5190 U3B CAB VFD faulted 

5299 Cold Air Buffer motor went bad on U3B 

5299 Shutdown to test rotation of new CAB motor on U3B 

5190 Replace relay 
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Regarding: 
Witness: 

NorthWestern Energy 
Docket D2012.5.49 

Electric Tracker 

Montana Public Service Commission (PSC) 
Set 2 (006-013) 

Data Requests received July 13, 2012 

Replacement Contracts for Regulation Service 
Cashell 

a. Please identify any entity that NWE contacted to procure regulation service during the 
tracker period. 

b. Please provide any pricing information possessed by NWE related to the replacement 
regulation service that was available or procured following the outage at DGGS. 

c. Please provide any correspondence between NWE and other entities offering or 
potentially offering regulation service in 2012. 

d. Please provide any contracts for regulation service that NWE entered into in 2012. 

e. Please provide any documentation NWE possesses, correspondence between NWE 
employees, or correspondence between NWE employees and others related to the 
procurement of third-party replacement regulation service after the outage. 

RESPONSE: 

a. NorthWestern contacted the three entities that submitted bids in response to NWE's RFP 
in late 2011. The bidders were Avista Corp., Powerex Corp., and Grant County PUD. 
All three were previous providers of regulation service to NorthWestern. 

b. NorthWestern procured regulation service during the DGGS outage from A vista and 
Powerex. Attachments 1, 2, and 3 are those executed contracts with pricing information. 
NorthWestern did not contract with Grant PUD for regulation service, but Attachment 4 
contains the informal pricing information that Grant provided in several emails to 
NorthWestern. 

PSC-4 
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NorthWestern Energy 
Docket D2012.S.49 

Electric Tracker 

Montana Public Service Commission (PSC) 
Set 2 (006-013) 

Data Requests received July 13,2012 

c. Because the subject of this request is "Regarding: Replacement Contracts for Regulation 
Service," NWE has interpreted this request to not apply to the September 2009 RFP for 
wind regulation service, which requested that respondents include a minimum term of 
one year, beginning January 1, 2011. NorthWestern also issued an RFP for regulation 
service in October of 2011 for service beginning Jan. 1, 2013, which was not for 
replacement contracts for regulation service. 

The only correspondence in NorthWestern's possession with respect to offers of 
regulation service in 2012 regarding replacement contracts will be provided in response 
to part e, below. 

d. See the response to part b, above. 

e. Some of the documentation and correspondence requested by this data request may be 
subject to the attorney/client privilege or the work product doctrine. North Western 
objects to this data request to the extent that it requests any such documentation or 
correspondence. NorthWestern will provide a privilege log of any documents or 
correspondence that it withholds on the basis of attorney/client privilege or work product 
doctrine. 

An email search is under way for documents responsive to this request. Results will be 
provided as soon as they are available. The relevant period was determined to be January 
12,2012 through May 31, 2012. The search terms chosen were (Powerex or Avista or 
Grant) and (regulation). The custodians chosen were Mike Cashell, Casey Johnston, 
Mike McGowan, Andrew McLain, Heather Grahame, and Al Brogan. 

PSC-5 
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This Transaction Record ("Transaction") shall serve to confirm a transaction made 
between NorthWestern Corporation's Montana Transmission Function ("NWMT") and Avista 
Corporation ("Avista"), sometimes hereinafter referred to individually as "Party" and 
collectively as "Parties" under Avista's PERC Electric Tariff, Seventh Revised Volume No.9, as 
may be amended fi·Olll time to time (,'Vol. No.9") and FERC Electric Tarift~ Original Volume 
No. 10, as may be amended from time to time ("Vol. No. 1 Q"). 

WHEREAS, NWMT currently balances its system Load and Resources ana moment by 
moment basis from a combination of contracted Resources from capacity and electric suppliers 
in the region and its own resources; 

WHEREAS, the Hot Springs substation, located near Hot Springs, Montana, establishes 
an Interchange Point between the electrical systems that are separately owned and operated by 
NorthWestern Corporation and Avista; 

WHEREAS, NWMT desires to purchase from Avista an amountofDynamic Capacity 
and Energy Service that shall follow a portion of the instantaneous variations resulting from the 
difference between NWMT's electrical Loads and Resources within a specified bandwidth; 

WHEREAS, NWMT is responsible for ensuring capacity and energy Resources meet 
NWMT's Balancing Authority estimated Load on an hourly and moment to moment basis; 

WHEREAS, the Parties intend this Transaction to assist NWMT in balancing its 
Resotlrceswith its Load requirements and ensuring Balancing Authority Area reliability and 
WECC compliance through this energy neutral capacity service. NWMT shall not intentionally 
use energy from or return energy to A vista; s system in a manner that creates an economic 
disadvantage to A vista; 

WHEREAS, the Parties shall maintain interchange points and associated metering and 
communication systems necessary to provide signals usable by A vista in order to provide the 
services under this Transaction; and 

NOW, THEREFORE, in consideration of the mutual agreements contained herein, 
NWMT and A vista agree as tollows: 
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Except as modified herein, capitalized terms appearing in VoL No.9 and Vol. No. to as 
applicable shaH have the meanings specified therein. The following terms, when used herein 
with initial capitalization, whether in the singular or the plural, shall have the meaning specified: 

1.1 Balancing Account: An account established between Avista and NWMT for the 
purpose of accounting for any accumulated hourly-integrated energy as further described 
in Exhibit A. 

1.2 Balancinl! Authority: The responsible entity that integrates resource plans ahead 
of time, maintains Ioad-interchange-generation balance \vithin a Balancing Authority 
Area, and supports Interconnection frequency in real time. 

1.3 Balancinu Authority Area: The collection of generation, transmission, and loads 
within the metered boundaries ofthe Balancing Authority. The Balancing Authority 
maintains load resource balance within this area. 

1.4 Deliverv Points: The point(s) at which Avista shall make available to NWivIT 
Dynamic Capacity and Energy Service under this Transaction, which Delivery Points are 
set forth in Sectiol1.8. 

1.5 Dvnamic Capacity and Ener!2v Service: The electric generating capability, 
expressed in Megawatts and associated megawatt-hours, made available to NWMT by 
Avista at the Delivery Point(s) pursuant to this Transaction. 

1.6 PERC: The Federal Energy Regulatory Commission or the successor to its 
regulatory powers and duties. 

1.7 Firm Ener2:v Index Rate: The daily weighted averageelec1iicity price reported in 
the Dow Jones Mid-Columbia Electricity Index for firm energy delivered On-Peak andlor 
Off-Peak expressed in dollars per megawatt-hour. In the absence of the Dow Jones Mid
Columbia Electricity Index for firm energy delivered On-Peak andlor Off-Peak, a 
comparable publication offirm energy prices at the Mid-Columbia as agreed to by the 
Panies shall be the Firm Energy Index Rate. 

1.8 Good Utility Practice: The practices, methods and acts engaged in or approved by 
a significant portion of the electric utility industry during the relevant time period, or any 
of the practices, methods and acts which in the exercise of reasonable judgment in light 
of the facts known at the time the decision was made, could have been expected to 
accomplish the desired result at a reasonable cost consistent with good business practices. 
reliability, safety and expedition. Good Utility Practice is not intended to be limited to 
the optimum practice, method, or act to the exclusion of all others, but rather includes all 
acceptable practices, methods, or acts generally accepted in the region, including those 
practices required by Federal Power Act section 215(a)(4). 
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l.9 [nterchamre Point: The electrical interconnection point between two electrical 
systems that is established and metered for the purpose of defining Balancing Authority 
Area boundaries. 

1.10 Load: The total energy supply requirements within the NWMT Balancing 
Authority Area. 

1.11 Load-Following: The incorporation of the NWMT Dynamic Capacity and Energy 
Service request signal into Avista's Balancing Authority Area load following calculations 
on a continuous and instantaneous basis and the maintenance of the· electrical system 
frequency. 

) . 12 MeQ:awatt (MVv): 1000 kilowatts. 

1.13 NERC: The North American Electric Reliability Corporation, or its slIccessor. 

1.14 N\VPP: The Northwest Power Pool, or its successor. 

1.15 Off-Peak: All hours other than On-Peak hours. 

L 16 On-Peak: The hours ending 0700 through 2200 Pacific Prevailing Time, Monday 
througb Sunday inclusive, including NERC holidays. 

l.17 Pacific Prevailing Time: The ·Pacific Time, either standard or daylight, whichever 
is in effect at the pertinenttime. 

1.18 Resources: The total electric output of electric generation resources, contracts, 
and power schedules dedicated to serving NWMT Balancing Authority Load. 

L 19 Safety and Reliabilitv Requirements: All requirements of Good UtilityPractice, 
all applicable mandatory requirements concerning levels of reserves and provisions for 
contingencies, all applicable mandatory laws, governmental ruies,regulations, and 
orders, and all applicable mandatory reliability criteria,standards, guidelines and 
operating procedures ofNERC, FERC, WECC, NWPP and other organizations that apply 
to the planning, design and operation ora Party's electrical system. 

1.20 Telemetering Equipment: The instantaneous and hourly power flow metering 
transducers, communication equipment and communication circuits necessary to provide 
Avista with a signal usable by Avista for the purpose of meeting NWMT's Dynamic 
Capacity requirements and to provide the signal or signals usable by any third-party 
operator of adjacent Balancing Authority Areas. 

1.21 Term: Shall have the meaning provided in Section 2 of this Transaction. 

1.22 Vol. No.9: Shall have the meaning provided in the introductory paragraph of this 
Transaction. 
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1.23 VoL No. 10: Shall have the meaning provided in the introductory paragraph of 
this Transaction. 

1.24 WECC: The Western Electric Coordinating Council, or its slIccessor. 

2. TERM 

This Transaction shall commence on I·lour Ending 01 PPT February, 3, 2012~ and 
continue through Hour Ending 14 PPT January 8, 2013, on a monthly basis ("Tcrm") 
unless terminated earlier pursuant to the terms of this Transaction, including Section 3, 
Section 5.3, or Section 9. NWMT may suspend the Transaction Record, at NWtvIT's sale 
discretion, by written notification to Avista on or before the 16th of each month. 

Any suspension of this Transaction by NWMTpursuant to this Section shall be effective 
on Hour Ending 24 PPT on the last calendar day of the month in which N¥/lvIT requested 
stich suspension and such suspension shall remain in effect until a time and date that 
NWMTsubsequently requests that the suspension be lifted and Avista agrees to the 
lifting of such suspension on such time and date, 

3. APPROVALS 

This Transaction shall terminate unless the execution and delivery hereof are authorized 
and approved before February 8, 2012, by an authorized NWMT official. NWMT shall 
provide written notice of such approval. Avista andN\VrviT shall take any necessary 
steps to file this Transaction with FERC prior to commencement of service. The Parties 
obligations to provide service hereunder are conditioned upon FERC's acceptance for 
filing or approval without change of the terms and conditions herein within sixty (60) 
days ofthe effective date of this Transaction. In the event that FERC does not so approve 
the Transaction or approves it upon conditions that are unacceptable to either Party in its 
sole discretion, the Parties' obligations to provide service shall terminate upon the 
effective date of the order ofFERC disapproving this Transaction or approving it with 
unacceptable conditions. The Parties agree to attempt to negotiate in good faith for a 
period of thirty (30) days following such termination a substitute agreement that shall 
comply with the conditions ofFERC and preserve the economic benefits to both Parties 
of the terms and conditions of this Transaction, provided nothing herein shall be 
construed as an oblig!ltion to execute any such substitute agreement. 

4. ELIGIBILITY 

CUl1'ently, NWIv1T does not require services hereunder as part of any transmission 
alTangements behveen the Parties and as such N\'v'MT is not receiving transmission 
dependent service from A vista. If at a later time, NWMT acquires transmission 
dependent ctlstomers or generation 'within the Avista transmission network, then NWMT 
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shall provide notice to Avista as provided herein within thirty (30) days of such 
acquisition. The Parties shaH negotiate in good faith alternate arrangements for services 
hereunder that may be affected by such transmission dependent customers or generation. 

5. DYNAMIC CAPACITY AND ENERGY SERVICE UNDER VOL. 10 

5.1 Sale ofDvnamic Capacity and Ener2:v Service- For the entire Term of the 
Transaction, Avista shall make available to NWMT, and NWMT shall purchase under 
Avista's Vol. No . .10, Service Schedule A, Dynamic Capacity and Energy Service a$ 
setforth in Exhibit A. 

Throughoutthe Term ofthis Transaction, Dynamic Capacity and Energy Service shall be 
provided by Avista by incorporating the NWtvIT generation request signal into Avista's 
Balancing Authority Area load foHowing calculations on a continuous and instantaneous 
basis up to the maximum absolute value capacity differential, during any hour, specified 
above. Any energy associated with providing Dynamic Capacity and Energy Service 
herein that is either delivered by Avista to NWMT during each hour shall be accounted 
for in a Balancing Account established by the Parties pursuant to Section 6 of this 
Transaction. 

5.2 Rates for Dvnamic Capacity and Energv Service - The fees owed to Avista by 
NWMT, on a calendar month basis, for Dynamic Capacity and Energy Service shall be 
equal to the product of the Dynamic Capacity and Energy Service rate, expressed in 
dollars per kilowatt-month shown in Exhibit A. The Dynamic Capacity rate shall be less 
than the "up to" rate established under Vol. No. 10, Service Schedule A. 

5.3 Excess DvnamicCapacitvand Energy Service 

.It is the responsibility ofN\\1vfT to limit the Dynamic Capacity and Energy Service to 
those amounts specified in Exhibit A. 

The Parties do not intend NWMT to take Dynamic Capacity and Energy Service above 
the amounts specified in Exhibit kin any calendar month. In the unintended event that 
NWMT utilizes Dynamic Capacity and Energy Service in excess of the amounts 
specified in Section 5.1 during multiple hours during a single calendar month, and such 
unintended event occurs in a total of three calendar months which three calendar months 
need not be consecutive, then either Party shall have the option at its sole discretion to 
terminate the Transaction by providing the other Party written notice of termination on or 
before the 16th of the month. In the event that a Party provides written notice of 
termination under this Section, such termination shall be effective on Hour Ending 24 
PPT on the last calendar day of the month in which such notice of termination was 
provided. 
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6.1 Establishment of a Balancing Account - The Parties shall establish a Balancing 
Account utilizing the calculations shown in Exhibit A for the purpose ofrecording and 
accumulating, on an hourly-integrated basis, those energy amounts that may be 
transferred between the Parties that result from dynamic signals from NWMT. Avista 
shall have the responsibility to maintain the accounting for the Balancing Account on an 
hourly integrated basis in a form that is mutually agreeable between the Parties. For each 
month of the Term of the Transaction, or at NWMT's request, Avista shall provide to 
NWMT a report that summarizes the status of the Balancing ACCOWlt. 

6.2 Balancing: Account Financial Settlement - For each month of the Term ofthe 
Transaction, the Balancing Account shall be financially settled in the following manner: 
The hourly integrated energy, measured in megawatt-hours, flowing to NWMT shall be 
multiplied by the appropriate daily Firm Energy Index Rate for such On-Peak or Off
Peak hour. This amount shall represent the value of the energy sent to NWMT in each 
hour. On a monthly basis, the total dollar amount owed to each Party shall be summed. 
Any sale of power by Avista associated with the financial settlement described above 
shall be under Avista's Volume No.9, Service Schedule C, as identified in Exhibit A. 

6.3 Balancing Adjustments - If Avista, at its reasonable sole discretion, determines 
that NWMT has intentionaHy utilized the Dynamic Capacity and Energy Service to 
provide an economic advantage to NWMT, the integrated hourly amount of energy in the 
Balancing Account for those specific hours shall be charged at: 

6.3.1 For energy delivered by Avista to NWMT, Avista shall charge NWMT 
110% of the Firm Energy Index Rate for On-,Peakor Off-Peak hours as identified 
in Exhibit A. 

7. INFORl'VlATIONEXCHANGE 

7.1 Planning Data - The Parties agree to exchange any Load, Resource or other 
planning and coordinating information as may be reasonably requested for the purposes 
of estimating NWMT's hourly capacity and energy requirements provided under this 
Transaction and in compliance with applicable Safety and Reliability Requirements. The 
receiving Party shall maintain such information confidential. 

7.2 Riubts to Examine Records - Either Party may, upon reasonable notice, examine 
the other Party's records and estimates associated with this Transaction. 

7.3 Notice Provision - The Parties have designated the following persons to receive 
communications of a formal nature: 
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Any formal notice required or permitted by this Transaction shall be in writing and shall 
be (i) personally delivered; (ii) transmitted by postage prepaid registered mail; (iii) 
transmitted by a recognized overnight courier service; or (iv) transmitted electronically. 
All notices shall be deemed to have been given upon (i) the date of receipt if personally 
delivered; (ii) the fifth (51h) day after mailed; (iii) the business day following delivery by 
overriight delivery; or (lV) the business day following electronic transmission, provided 
the receiving Party voluntarily and affirmatively acknowledges receipt of electronic 
transmission, whichever occurs first. 

Each Partyshall give notice to the other Party ofall persons and their addresses, 
electronic mail addresses, and phone numbers who are designated by their respective 
Party toreceive information (l) ofafinancial naturecollcerning the calculation and 
transmittal of invoices and payment information; and (2) of an operational nature 
concerning Load, Resource or other planning and coordinating information regarding the 
operations of tIle electric systems of Avista and NWMT. Said notices shall be set forth in 
writing separate from this Transaction. 

Any Party may change its address for purposes of notice by providing the other Party 
written notice of the change, 

8. DELIVERY 

8,1 Del iver\' Points - Unless otherwise mutually agreed upon by the Parties, 
deliveries pursuant to this Transaction shall be at the 230 kV Hot Springs substation near 
Hot Springs, Montana. Notwithstanding any other provision of this Transaction, Avista's 
obligation to provide Dynamic Capacity and Energy Service is limited to, and contingent 
upon, its ability to obtain transmission and, if any are required, ancillary services on its 
own transmission system. Avista shall, use commercially reasonable efforts to acquire 15 
MW or additional amounts as mutually agreed upon of firm point-to-point transmission 
on its own transmission system 011 a l11onth-to-month basis, or other periods mutually 
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agreed upon, from Avista's system to the Hot Springs substation, or such other point of 
delivery mutually agreed to by the Parties and ancillary services, if any are required for 
this Transaction. NWI'v1T shall reimburse .Avista at a rate not to exceed the applicable 
FERC tariff rate for the cost of acquiring such transmission and ancillary services. The 
current FERC tariff associated with acquisition of slIch transmission capacity service is 
listed in Exhibit A. Consistent with Section 3 of VoL No.1 0, when Avista's open access 
transmission tariff applies to Avista's deliveries of energy to NWMT pursuant to this 
Transaction, Avista shall separately set forth in the invoices for the applicable calendar 
months, or other periods mutually agreed upon, the costs of transmission service and 
ancillary services under the Avista open access transmission tariff In addition, NWMT 
shall compensate Avista for any associated transmission losses to Avista at the rate 
identified in Exhibit A. The Parties may agree upon alternate Delivery Points other than 
the Hot Springs substation from time-to-time. NWMT shaUpay for any additional 
transmission costs and losses associated with alternate Delivery Points. 

9. THIRD PARTY CHARGES 

9.1 ThirdPartv Char!!es - In the event that either A vista or NWMT incur charges on 
account of the use of facilities of third parties, the use of which is commercially and 
reasonably required to provide Dynamic Capacity and Energy Service under this 
Transaction ("Third Party Charges"), such charges shall be paid by NWMT. The Parties 
agree that Third Party Charges may include,but are not necessarily limited to, charges 
associated with third-party wheeling, transmission losses, and reactive power suppLy. To 
the extent that Avista is aware in advance of Third Party Charges, Avista shall provide 
advance notice to NViMT of such Third .Party Charges. Furthermore,ifNWMT, in its 
sole discretion, determines, that such Third Party Charges materially increase the costs of 
this Transaction to NWMT beyond those that would be reasonably ex.pected and are 
inconsistent with this Transaction, NWlv1T shall have the right to terminate upon thitty 
(30) days advance written notice to A vista. 

Notvvithsranding the foregoing, upon any suspension of this Transaction pursuant to 
Section 2 becoming effective, on .and after the suspension date, NWMT shall not be 
obligated or liable to Avista for any charges, fees, or third-party costs for any of the 
services provided under the Transaction Record, including any and aU charges, fees or 
third party costs for transmission services or for the arrangement of transmission services 
regardless of whether A vista has incurred any such charges, fees or third-party costs; 
provided, however, NWlv1T shall remain responsible for any and all charges, fees or third 
party costs for transmission services incmred prior to the effective time and date of such 
suspension. 

10. DISPUTE RESOLUTION 

10.1 Any dispute between the Parties involving service under this Transaction shall be 
referred to a designated senior representative of each Party for resolution on an informal 
basis as promptly as practicable. In the event the designated representatives are unable to 
resolve the dispute within thirty (30) days or such other period as the Pmiies may agree 
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upon by mutual agreement, such dispute shall be arbitrated and resolved in accordance 
\>iith the arbitration procedures set forth below. 

t 0.2 Any arbitration initiated under this Transaction shall be conducted in Spokane, 
Washington, before a single neutral arbitrator appointed by the Parties. lfthe Parties fail 
to agree upon a single arbitrator within ten (10) days of the referral of the dispute to 
arbitration, each Party shall choose one arbitrator who shall sit on a three-member 
arbitration panel. The two arbitrators so chosen shall within twenty (20) days select a 
third arbitrator to chair the arbitration panel. In either case, the arbitrators shall be 
knowledgeable in electric utility matters, including electric transmission and bulk power 
issues, and shall not have any cunent or past substantial business or financial 
relationships with any party to the arbitration (except prior arbitration). The arbitrator(s) 
shall provide each of the Parties an opportunity to be heard and, except as otherwise 
provided herein, shall conduct the arbitration in accordance with the Commercial 
Arbitration Rules of the American Arbitration Association, provided, however, that the 
Parties shall be entitled to all rights of discovery pursuant to the Federal Rules of Civil 
Procedure. 

10.3 Unless otherwise agreed, the arbitrator(s) shall render a decision within ninety 
(90) days of appointment and shall notify the Parties in writing of such decision and the 
reasons therefore. The arbitrator(s) shall be authorized only to interpret and apply the 
provisions of this Transaction and shall have no power to modify 01' change any of the 
above in any manner. The decision of the arbitrator(s) shall be final and binding upon the 
Parties, andjudgment on the award maybe entered in any court having jurisdiction. The 
decision of the arbitrator(s) may be appealed solely on the grounds that the conduct of the 
.arbitrator(s), or the decision itself, violated the standards set forth in the Federal 
Arbitration Act andlor the Administrative Dispute Resolution Act. The final decision of 
the arbitrator(s) shall also be filed withFERC if it affects jurisdictional rates, terms and 
conditions of service or facilities. 

1 0.4 Costs - Each Party shall be responsible for its own costs incurred during the 
arbitration process and for the following costs if applicable: 

10.4.1 the cost of the arbitrator chosen by the Party to sit on the three member 
panel and one"half of the cost of the third arbitrator chosen; or 

10.4.2 one-half the cost of the single arbitrator jointly chosen by the Parties. 

11. BILLING AND PAYMENT 

Billing and payment under this Transaction shall be pursuant to Avista's Vol. NO.9 and 
Vol. No. 10. 
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12. SE"VERABILITY 

.If any ofthe terms of this Transaction are held or determined to be invalid, illegal or void 
by any court, regulatory agency, or other tribunal with competent jurisdiction, all other 
terms of this Transaction will remain in effect; provided. however, that the Parties will 
enter into negotiations concerning the terms affected by such decision for the purpose of 
achieving conformity with requirements of any applicable law or regulatory requirement 
and the intent of the Parties. 

13. EXECUTION IN COUNTERPARTS 

This Transaction may be executed in counterparts, each of which shall be deemed to be 
an original. but all of which together shall constitute one and the same document. 

14. SIGNATURE CLAUSE 

By: 

The signatories hereto represent that they have been authorized to enter into this 
Transaction on behalf of the Party for whom they sign. 

A vista Corporation 

..:!..::~~..:../::..:Rc::..oc::..he:.::/..:..·t..::J;;... .. ;::L;;.iJC!fjc..:..Te:.::.I..;.·ty..:..· _____ By: 

NorthWestern Corporation doing 
business as NorthWestern Energy 

lsi Rohert C. Rowe 

Title: Director of Power Supply Title: President and CEO 

Date: 2-2';'2012 Date: 2-2..,2012 
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Tariff I 
Vol. 10 
Service Schedule 
A 

VoL9 
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Rate Tvpe Period 
Dynamic Capacity February _3,2012 
and Energy Service through January 8,2013 
15,000 kW or I 

additional amounts 
as mutually agreed 

Energy (Balancing February _3, 2012 
Account Financial through January 8,2013 
Settlement) 

Energy (Financial February 3, 2012 
Settlement of the through January 8, 2013 
Transmission losses 
! associated with 
I energy deliveries) 
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Rate I $7.62 per kHowatt- I month 
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Rate for applicable 
On~Peak or Off-
Peak hours 

For energy losses 
incurred by Avista 
for energy delivered 
to N\VMT, N\v1vIT 
shall be charged the 
Firm Energy Index 
Rate for a licable pp 
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Peak hours plus 
S1.00 er MWh 
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NORTHWESTERN CORPORATION, DOING BUSINESS AS 
NORTHWESTERN ENERGY 

AND 
POWEREX CORP. 

TI-IIS REGULATING RESERVE SERVICES AGREEMENT, executed this 2nd day of 
February, 2012 and effective February 3, 2012 between North\,(lestetTI COl1)oration, ~oing business as 
North\\lestetli Energy, a Delaware corporation ("N\\'E"), and Powerex Corp., a British Columbia 
corporation (''Powerex''). The parties may hereinafter collecthrely be referred to as "Parties" and 
individually as "Party". 

WITNESSETH: 

WHEREAS, Powerex is an energy marketer located in Vancouver, British Columbia; 

WHEREAS, N'X'E or its affiliates is currently engaged in the transmission, distribution and sale 
of electric power and energy in the Statc of Montana; 

\",(!HEREAS, N\\'E desires to acquire certain Regulating Reserve setvices from Powcrcx; atld 

WHEREAS, Powerex is willing to provide certain Regulating Resenre serdces to NWE pursuant 
to the terms and conditions of this Agreement. 

NO\,', THEREFORE, in consideration of the mutual promises contained herein, the Patties 
hereby undertake, promise and agtee, as follows: 

ARTICLE 1- DEFINITIONS 

1.1 "Agreement" shall mean this Agrectuent for Regulating Resetve Se1"\r:1ces between N\'('E and 
Powcrex. 

1.2 "Balancing Energy" has the meaning set forth in Section 4_1. 

1.3 "BCHA" means the British Columbia Hydro and Powet Authority. 

1.4 "BCHA Transmission Path" means firm point-to-point transmission set'vicc from BC 
network to the BC/US Bordet. 

1.5 "BPA" means tlle Bonneville Power Administration, Ttansmission Senrices. 

1.6 "BPA Transmission Path" means firm point-to-point service ftom the BC/US Border to 
BPAT. 

1.7 "Balancing Energy Delivery Poinf' has the meaning set forth in Section 4.3. 

1.8 "Bankrupt" means with respect to allY entity, such entity (i) ftIes a petition or otherwise 
commences, authorizes or acquiesces in the commencement of a ptoceeding or cause of action 
under any banktuptcy, insolvency, reorganization 01' similar law, or has any such petition ftled 
01' commenced against it, (li) makes an assignment or any genetal artangement fot the benefit 
of creditors, (iii) otherwise becomes banktupt or insolvent Q-lowe,rer evidenced), (hrj has a 
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liquidator, administrator, teceiver, trustee, conservator or similar official appointed with 
respect to it or any substantial portiol1 of its property or assets, or (v) is generally unable to pay 
its debts as they fall·due. 

1.9 "Business Day" shall mean any day except Saturday, Sunday, a Federal Rese1.'ve Bank holiday 
or a Canadian bank holiday obsel'Ved in Vancouver, British Columbia. A Business Day shall 
open at 8:00 a.m. and close at 5:00 p.m. local time for the relevant Patty's principal place of 
business. The relevant Party, in each instance unless otherwise specified, shall be the Patty 
from whom the notice, payment 01' delivery is being sent and by whom the notice or payment 
or delivery is to be received. 

1.10 "Collateral Threshold" has the meaning set forth in Section 7.3. 

1.11 "Contracted Capacity" has the meaning set forth in Subsection 3.1(1). 

1.12 "Credit Rating" shall mean, with respect to any entity, the rating then assigned by Moody's, 
S&P or anY' other rating agency agreed by the parties to such entity's unsecured, senior long
term debt obligations ~lot suppo.tted by insurance provider enhancements) o.t if such el1tity 
does not have a rating fo.t its senior unsecured lOllg~term debt, then the rating then assigned to 
such entity as an issuer rating. 

1.13 "Delivety Hour" shall mean a clock hour ending at :00 minutes of the ncxt succeeding hour 
in which Regulating Reserve Energy or Balancing Energy is delivered under this Agreement. 

1.14 "Downgrade Event') has the mcaning set forth in section 7.3. 

1.15 "PERC') shall mean the Federal Energy Regulatory Commission or its successor agency. 

1.16 "Good Utility Practice" shall mean any practices, methods and acts engaged in or approved 
by a significant portion of the electrical utility indus tty, or any practices, methods and acts 
which, in the exc.tcise of reasonable judgement in light of the facts knowll at the time, could 
have been expected to accomplish the desired result at the lowest reasonable costs consistent 
with reliability, safety, expedition and the .tequirements of govetnmental agencies havulg' 
jurisdiction. Good Utility Pl'actice is not intended to be lhnited to the opthnu1n practice, 
method, or act to dlC exclusion of all others, but rather to be a range of possible practices, 
methods, 01' acts generally accepted in the region. 

1.17 "Index Rate" shall be: m the Dow Jones lvlid-Columbia Daily Fitm On-Peak Index for 
Hours Endulg ("I-IE") 07 through 22 Pacific Prevailing Time ("PPT") Monday through 
Saturday excluding NERC holidays; (ii) the Dow Jones Mid-Columbia Daily Fitm Off-Peak 
Index for HE 1 through 6, 23 and 24 PPT Monday dlrol.lgh Saturday excll.ldulg NERC 
holidays; and (iit) the Dow Jones lvlid-Columbia Daily Fitm Index 24 HR for HE 1 through 24 
PPT Sundays and NERC holidays. If the Dow JOl1es inde."{ becomes unavailable or is 
discontinued, the Parties agree to ncgotiate in good faith a mutually agreeable replacement 
index for pricing purposes. 

1.18 "Letter of Credit" shall mean one or more itrevocable, non-transferable standby letters oE' 
c.tcdit issued by a Qualified Institution, in a form acceptable to Powetex in its reasonable 
discretion. Costs of the Letter of Credit shall be bottle by the applicant for such Letter of 
Credit. 

1.19 HLetter of Credit Default!! means widt respect to an outstanding Letter of Credit, the 
OCCUl'rence of an)' of the following events: (i) the issuer of snch Letter of Credit ceases to be a 
Qualified Institution, (ii) d1e issuer of the Letter of Credit shall fail to comply with o.t perform 
its obligations under sllch Letter of Cteclit if such failure shall be contlllUing after the lapse of 

2 
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any applicable grace period; (iii) the issuer of such Letter of Credit shall disafftrm, disclaim, 
repudiate or reject, in whole or in part, or challenge the validity of, such Letter of Credit; (iv) 
such Letter of Credit shall e.. .... pire or terminate, or shall fail or cease to be in full force and 
effect for ptlipOSe of this Agreement (other than in accordallce with its terms) at any time 
during the term of the Agreement; (v) the issuer of such Letter of Credit becomes Bankrupt; 
or (vi) the issuer of the Letter of Credit shall fail to cause the renewal or replaCel"llent Letter of 
Credit to the Secured Paity at the address specified in the Agreement at least fifteen (15) Local 
Business Days prior to the expiration of such Letter of Credit; provided, however, that no 
Letter of Credit Default shall occur in any event with respect to a Letter of Credit after the 
time such Letter of Credit is required to be cancelled or returned to the pledgor in accordance 
with the telms of this Agreement. 

1.20 "Moody's" shall mean Moody's Investors Setvice, Inc. or its successor. 

1.21 ''NWE Transmission' Path" means the transmission capacity necessaty to recehre the 
Contracted Capacity at the interface of the N\\/E transmission system with BPA at 
,BPAT.NW:Wff. 

1.22 "Off-Peak" means HE 1 through 6 and HE 23 through 24 PPT Monday through Saturday 
e.. .... cludi.llg NERC holidays and HE 1 through 24 PPT on Sundays and'NERC Holidays. 

1.23 "Otl-Pea)C' mcans HE 7 dlJ:ough 22 PPT Monday through Saturday excludi.ng NERC 
holidays. 

1.24 "Outage Matlagement Protocol" means dIe p.totocolrclating to the communicatioq and 
management of technical issues relating to outages i.n dIe systems required to provide 
Regulating Rese.t\Te Services hereunder, as agreed to between the Parties from time to time. 

1.25 "Performance Assura1lce" shall mean collateral in the fotm of cash, Lettet(s) of Credit, or 
odler security acceptable to,Powercx. 

1.26 ''In'' means Pacific Prevailing Time. 

1.27 "Preschedule Day" shall mean the calendar day as defined by the \,IECC Preschedule 
Calendar on which trading occurs for the applicable delivery day(s) . 

. 1.28 "Qualified Institution" means a commercial bank or tl.:ust company (which is not an affiliate 
of either party) organized under the laws of the United States or Canada (or any state, province 
or political subdivision dlereof) having assets of at least U.S.$10 billion and a long term debt or 
deposit rating of at least (i) A3 from IvIoody's and (Ii) A- from S&P, which institution is ' 
acceptable to the recchring party. 

1.29 "Regulating Reserve Capacity" means the provision of capacity and energy resources that 
ate on-line and loaded at less than the maximum output, pursuant to NERC and \\IECC 
criteria and available to respond to instantaneous changes in load. 

1.30 "Regulating Reserve Energy" means energy delivered to N\\/E as part of the provision of 
the Regulating Reserve Services by Powerex under this Agreement. 

1.31 "Regulating Reserve Service" means the making available of capacity and energr in order to 
instantaneously respond to m01l1.ent-by-mometlt changes in load plus fll:ln transmission on dlC 
transmission path needed to connect load with the Regulating Rescnre resource. 

1.32 "Regulating Reserve Energy DeIiye~r Point" shall mean, dle BPA/NWE interface 
(BPAT.N\,(lJvl1). 

3 
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1.33 "Replacement Price" means the price at which Powerex, acting in a commercially reasonable 
manner, effects a purchase of substitute energy in place of the energy not delivered b)' N\\IE 
or, absent such a purchase, the market price for such quantity of energy, as dete11luned by 
Powerex in a commercially reasonable manner. 

1.34 "Sales Price" means the price at which N\\TE, acting in a commercially reasonable manner, 
effects a resale of the energy not received by Powere." or, absent such a resale, the market price 
for such quantity of energy, as determined by N\,{TE in a commercially reasonable manner. 

1.35 "S&P" shall mean Standard and Poot's Rating Group (a division of McGraw-Hill, Inc.) or its 
successor. 

1.36 "Uncontrollable Forces" shall be as defined in Article 12 of this Agreement. 

1.37 ''WECe'' means the \'{'estern Electricity Coordinating Council, or any successor entity 
thereto. 

ARTICLE 2 - TERM AND EFFECTIVE DATE 

2.1 Term ofTratlsaction. This Agreement shall continue in effect beginnitlg Hour Ending ("HE") 
01 PPT February 3, 2012 through HE 24 PPT Febrl.ta1y 29,2012 (the "Term"). 

2.2 Approvals. The obligations of the Parties for payment for service under this Agreement, as set 
forth in subsection 3.1(4) are conditional upon FERC's granting of a request by Powerex for 
waiver of the limitation in its Rate Schedule No. "1 on sales of ancillaty Sel,>1CeS to a public utility 
that is purchasing those sel\'ices to satisfy open access transmission tariff requirements to offer 
ancillalY services to its own customers. In the event that PERC does not grant this requested 
wahrer or it conditions any waiver 011 terms or conditions that are unacceptable to either Party in 
its sole discretion, Pow:erex shall nevertheless provide services to NWTE, but shall impose no rate 
for such sel\'ices, as set forth in subsection 3."1(4), below. In the event such FERC filing is 
protested or opposed by a third party, or if durmg the term of this Agreement a third party or 
FERC acting slIa Jpollte challenges or seeks to change any rate, charge, term or condition of this 
Agreement, the Parties will make all reasonable efforts to defend against such challenge or 
requested change in any regulatory and judicial proceeding, or in ally arbitration. 
Each Party, with regard to this Agreement only, irrevocably waives any rights it may have, 
including, but not limited to an)' rights tJl1der §§205-206 of the Federal POlllerAtT, to unilaterally 
file a complaint, request all. investigation, make a rate-change request, or take any other unilateral 
action, seeking: (i) an order from FERC fInding that the market-based rate(s) or the terms and 
conditions agreed to by the Parties pm'suant to tlus Agreement are unjust and unreasonable or 
contrary to the public interest; or (ii) any change or refund with respect to such l-ate(s); or (iii) any 
change with respect to such terms and conditions, and each Party agrees that it will not make 
such a unilateral filing or take such a unilateral action. 

Both Parties agree to support and defend any filing necessalY to itnplement a mutually agreed-on 
change to any rate, charge, term or condition of this Agreement. 

Absent the agreement of the Parties to the proposed change, the standard of review for changes 
to tlus Agreement whether proposed by a Party or FERC acting Jlid spollte, shall be the "public 
interest" application of the "just and reasonable" standard of review set forth in Ullited GaJ Pipe 
LJtIe Co. /1. M.obile Gal SerlJife Cop., 350 U.S. 332 (1956) and Federal P01verCoJJJJlJlJ:rioJ1 11. Sima Pati/k 
P01ver Co., 350 U.S. 348 (1956), affIrmed by Morga/J Stallle;' Capital G1Vlip, Inc. /1. P"b/it Utility Di.rtlict 
No.1 of SnoboJJJiJ"I} COltllt)', 128 S. Ct. 2733 (2008) and NRG pOJllerM.arketillg llC 1); Maille Pllbli~' 
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UtiliD' COn/mission, 558 U.S.(2010). The standard of review for changes to this Agreement 
proposed by a third party shall be the most stringent standard permissible under applicable law. 

The waiYers and obligations of tlus section shall continue to be binding on each Part), 
notwithstanding any LUle, regulation, adm1tustratiye or judicial decision 01' order, or change in 
circumstances or market conditions, tl1at may occur during the term of this Agreement. 

ARTICLE 3 - AMOUNTS, CONDITIONS AND SCHEDULING 
OF REGULATING RESERVE SERVICES 

3.1 Regulating Reserve Services. During the term of this Agreement, subject to the tates, terms 
and conditions herein, Powerex shall make available to N\,(TE and NWJE shall purchase from 
Powerex Regulating Reserve Services as described below: 

(1) Regulating Reset've Capacity: Powerex shall make the following quantity of Regl1lating 
Reserve Capacity available to NWE for the corresponding time period: 

Regulating. Time Period 
Reserve 
Capacity 
70 M\X1 HE 01 PPT Februal,), 3,2012 through HE 24 PPT Febmary 29, 2012 

and N\\lE shall purchase such quantif:)r from Powerex (the "Contracted Capacity"), provided 
howeyer, that tl1e Contracted Capacity shall be reduced to equal the reserYed transl1ussion that 
may result from the Regulating Resel'Ye Transmssion Path Procurement pursuant to Section 
3.1(3). 

(2) Regulating Reselye Transmission Path: Subject to Section 3.1 (3), Powerex shall acquire 
firm transmission rights 011 the (i) BCRA Transmissi011 Path in an amount equal to the 
maximum Contracted Capacity, and (iO BPA Transmission Path in an amount equal to the 
maximum Contracted Capacif:)r for the Term of this Agreement. N\,JE shall be responsible to 
assure that transmission capacity is available to receive the Contracted Capacity at the .interface 
of the NWE transmssion system with BPA at ;BPAT.NW'1vrr in all amount equal to tlle 
Contracted Capacity for the Term of tlns Agreement. 

(3) Regulating Reserve Transmission Patll Procurement: In the event that the quantif:)r of 
capadf:)r is not available for resenratioll or redirect, Powerex shall use commercially reasonable 
efforts to acquire the maximum available quant!f:)7 in order to satisfy as much of tl1e Contracted 
Capacif:)r as possible. TIle Parties may mutually agree to acquire or redirect such trat;lsnnssioll up 
to. the original contemplated Contracted Capacity. In the event the required BCHA Transmission 
Path or the BPA Transmission Path are unavailable for resel'vation or redirect, the Parties agree 
to work together in good faith to determne whetllcr alternative acceptable transmssion 
arrangements can be made. In the eyent that the parties determine that acceptat>le alterl1ative 
arrangements ate not available, bOtll Parties shall be relieved of further obligation under this 
Agreement the Parties shall be relieyed of the obligations under this agreement. 

Pursuant to Section 3.1 (8) "Increase in Regulating Reselve Energy", if the Parties increase the 
quantity of Regulating Reselve Selvice, Powerex shall not be obligated to acquire or redirect the 
BCHA and BPA Transmission Path until such time as monthly resel'vations are allowed on the 
BCHA and BPA systems. In ilie event the required BCHA Transmission Path or the BPA 
Transmission Path are unavailable for resel'Yation or redirect, the Patties agree to work together 
in good faith to determine whcther alternative acceptable transmission arrangements can be 

5 
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made. In the event that the parties determ.ine that acccptable alte11lative arrangements are not 
available, both Parties shall be relieved of further obligation under this Agreement. 

(4) Regulating Reserve Capacity Pl1.Ce: N\\'E shall pay Powerex the sum of: 

(1) the amount set fordl in the following table for providing Regulating Resetve 
Capacity (the "Capacity Charge") 

Up to 30 lYI\'\f 30 to 60 :r ... f\'(f Above 60 1',11\\1 

$8.00/h.·w-mollth $10.00/kw-month $12.00/kw-month 

plus, 

(ll) the BCHA Long Term Firm Point-to-Point Transmission Senrice Rate plus 
Scheduling, System Control and Dispatch Selvice plus Reactive Supply and 
Voltage Control from Generation Sources Services plus, 

(ill) the BPA Long Tetln Firm Point-to-Point Transmission Sel:v.ice plus Scheduling, 
System Control and Dispatch Se1"lTice plus Reactive Supply and Voltage Control 
from Gcneration Sources Senrices (items (ii) and (iii) shall be refetted to 
collectively as the "Transmission Charge")(current transmission costs are 
detailed 1tl EXHIBIT B). 

Howevet, b no case shall the sum of the Capacity Charge plus the Transmission Charge exceed 
$15.00/kW-month for the Regulating Reselve Capacity defined in Section 3.1. In the event the 
Regulating ReSelye Capacity is bcreased subject to Section 3.1 (8) the S1.11n of the Capacity 
Charge plus the Transmission Charge may exceed $lS/k\V-mollth. 

NW'E shall be responsible for the all costs associated with dle NW'E Transmission Path. 

In the event PERC does not issue all order granting Powerex's requested waiver by the date 
Powerex is scheduled to imToice N\,\'E under this Agreement, the Parties agree Powerex shall 
invoice NW'E for the total quantity oERegulating Reselve Service Capacity provided at no rate 
(i.e., $O/k\\T-montli).). In such circmnstances, Powerex will invoice N\,\'E for costs associated 
with the transmission selvice it l'eser\Tes for tlle provision of the Regulating Reselve Selvice 
Capacity, charging N\'\'E for the applicable service reservations at prices as specified in each 
third party transmission provider's open access transmission tariff. 

(5) Regubting Reselve Energy: Po\V~rex shall provide dle Regulating Resel'Ve Energy by 
way of deliveries to N\x'E each hour at the Regulating Reserve Energy Delive1'}' Point in the 
amount of 0 lYf\,l to a posithre amount equal to the Contracted Capacity, as adjusted as a result 
of N\\'E generation request signal, pursuant to Exhibit A - Technical Data. In 110. event shall 
deliveries of Regulating Reserve .Energy be less thatl 0 lYf\V (i.e. result in deliveries to Powerex) 
or greater than the Contracted Capacity. BCHA shall provide the Parties a summary of the 
energy amounts that are delivered from Powerex to N\\'E for each hour. 

(6) Regulating Resenre Ener.gy Price: For each hour in which Powerex delivers Regulating 
Resel'Ve Energy to N\\fE hereunder, NWE shall pay Powerex an amount equal to the amount of 
Regulating Resenre Energy delivered to N\\!E i11 such hour multiplied by the Regulating ReSelye 
Energy Price which shall be determined as follows: the Regulating Rese1"\Te Energy Price shall 
. equal: (i) the Index Rate applicable to such hour; plus (ll) all actual costs of transmitting such 
quantity of Regulating ResenTe Energy on the BCHA Transmission Path, including but not 
limited to, ancillary servlces charged 011 a usage basis and !lot covered in subsection 3:1 (4) above 
and losses; plus (ill) all costs of transmitting such quantity of Regulating Resel've Energy on the 
BPA Transmission Path, itlcludbg but not limited to, 3ncillat'Y sel'vices charged on·n usage basis 
and losses. The parties acknowledge that each ofBCHA and BPA charge losses as a percentage 
of energy flow across its system multiplied by a published index price. As discussed in 
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subsections 2.2 and 3.1(4) above, ifPowerex does not obtain waiver of the limitations in its Rate 
Schedule No. 1 from FERC by the date Powerex is to invoice N\\iE, Powerex shall charge no 
rate for providing seLvlce under this Agreement Q.e., invoicing at $O/J'vfWh for Regulating 
Reselve Energy). 

(J) Scheduling of Regulating Reselve Energy: Powerex shall be responsible for all 
scheduling and 'etagging of the Regulating Reserve Energy. Powerex shall comply with 
applicable \\IECC and NERC requirements. 

(8) Increase in Regulating Rcserve Services: The Parties may mutually agree by completion 
of the Form of Acknowledgment as provided itl Exhibit C to increase the Regulating Reselve 
Capacity (subject to the applicable Regulating Reselve Capacity Price). III the evcnt the Parties 
agree to increase the Regulating Reselve Capacity, all other terms and conditions of the 
Agreement shall remain the same. 

3.2 Good Utility Practice. Nothing in this agreement shall require either Party to risk harm to any 
persons and property. It is dle intent of N\\iE and Powerex that the flow of energy between the 
Patties will be the result ofN\'\/E's nccd to provide Regulating Resel've Selvices on its system in 
a manner consiHent with Good Utility Practicc. 

3.3 Equipment. Each Party shall be responsible to provide all equipment necessalY to implement 
Regulating ReserYe Sel'Vices on their respective systems. 

3.4 Curtailment for Domestic Load: III dlc e\Tcnt that the provision.of such Regulating Reselve 
Sel"1'ices would require curtailment of firm BC domestic load (including load treated as domestic 
load pursuant to treaty obligations), Regulating Rese1'Ve Selvices provided to NWE under tIus 
Ag.teement may be interl'llpted 01' cuttailed. Powerex shall use best efforts to avoid such 
interruptions or curtailments. 

3.5 Transmission Curtailment. The Patties acknowledge dlat the BCHA Transmission Path, the 
BP A Transmission Path and the NWE Tl'atlsmission Path ate required to provide Regulating 
Rese1ve Services. In dIe event of a transmission curtailment the Regulating Resel'Ve Se1'Vices shall 
be curtailed in accordance with the transmission provider's curtailment priority business 
practices. 

3.6 Technical Outages. The Patties acknowledge that the provision oERegulating Rese1ve Sel'Vices 
requires the operation of certain communication and technical systems, e~ch of which mar suffer 
outages from time to time. The Patties shall use best efforts to minimize such outages however, 
in the event of such an outage expericnced br either Patty, BP A or BCHA, the Parties are 
relieved of their obligations to provide or recclye such Regulati.ng Reselve Serlrices, during the 
dumtion of such outage. 

3.7 Outage Management. In the event of a derate or suspension of Regulating Reserve Selvices 
for reasons outlined in sections 3.4, 3.5, and 3.6, the Parties shall comply with the Outage 
Management Protocol. 

3.8 Regulating Reserve Services Curtailment. 
(1) In the even,t dlat any BPA or BCHA tariff or policy restricts the quantity of Regulating 
Resel'Ve Se.nTices that Powere.." may provide to N\,(IE under dus Agreement, the Contracted 
Capacity shall be reduced to dle maximum ql1antity allowed and the quantity of Balancing 
Energy that N\'\/E is obligated to deliver shall be reduced to one half of dIe reduced Contracted 
Capacity. Powerex shall not bear any responsibility or liability for such reduction. 

(2) NWE acknowledges dlat BPA has imposed a dynamic scheduling litnitation of 300 l'v,f\'({ on 
the nord1ern inter tie, a portion of which is committed, to provide Regulating Resetve Sei'vices to 
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N\\'E hereunder. In the e\'ent that BPi\. or BCHA restricts the total quantity of Regulating 
Reserve se,!:\Tices that Powercx may provide to all parties in reliance on such cntities' transmission 
systems below 300 lvI\,\T, then Powerex has the tight to reduce the Contracted Capacity such tilat 
tile reduced Contracted Capacity made available to N\W in any hour is the same proportion of 
the maximum allowable dynamic scheduling volume imposed'on Powerex that it was before the 
restriction was put in place. 

(3) NWE acknowledges that BP A has imposed a dynamic scheduling ramp rate limitation on the 
northern inter tie of 150MW / minute, 50lvI\V / minute 0 f which is committed to provide 
Regulating Resetve Sel.vices to NWE hereunder. In the e\Tent that BPA or BCHA restricts tile 
total ramp rate of dynamic scheduling services that Powerex may provide to all partics in reliance 
on such entities' transmission systems below 150 lvI\V /mil1ute, then Powerex has the right to 
reduce the ramp rate such that the reduced ramp rate made available to N\\TE in any hour is the 
same proportion of tile maximum allowable ramp rate imposcd 011 Powetex that it was befote 
the restriction was put in place. 

3.9 Remedies. In the event that, for any portion of the Term, Powerex is unable to provide 
Regulating Reselve Services, for any reaSOll, except when N\,\TE is unable to accept such service, 

. Powetex shall reducc the Capacity Charge 011 an hourly pro tata basis. Such adjustment shall be 
thc exclusive remedy available to N\\lE for non-delivel), by Powerex. This limitation of damages 
provision, however, shall not permit Powerex to suspend or restrict scn'ice provided hercunder 
solely for the putpose of Power ex's economic advantage, in which case N\,\'E shall be allowed to 
seek any and all available remedies. Further, this limitation of damages provision shall not relieve 
Powerex from its obligation to exercise reasonable best efforts to restore service in a timely 
manner. 

3.10 Use of Regulating Reserve Services. The patties intend that the Regulating Reserve Setvices 
be used only to respond to instantaneous fluctuations in load on the N\'(TE system in accordance 
with Pl.1.1dcnt Utility Ptactices. N\'\'E shall 110t be entitled to use the Regulating RescnTe Service 
provided hereundcr solely for the putpose ofN\'\'E's economic advanmge, and in the e,rent of 
such use by NWE, Powerex shall be aUO\ved to seek allY and all available remedies. 

3.11 Unallocated Transmission Costs. In the cvent that the Contracted Capacity is reduced 
pursuant to Section 3.8, provided stich reduction was outside tile control cifPowerex, N\'(TE shall 
continue tO'pay tile Transmission Charge (as defined in Subsection 3.1(4») in respect of the 
original Contracted Capacity. Powerex shall take com.tnetcially reasonable steps to utilize any 
unused transmission capacity and N\,\TE's costs under Section 3.1(4) shall be reduced by the 
amount of the benefit to Powerex from its tlse of such transmissio11 capacity. 

ARTICLE 4 - AMOUNTS~ CONDITIONS AND SCHEDULING 
OF BALANCING ENERGY 

4.1 Balancing Energy. The parties intend that the Regulating Reserve Setvice will result in 
deliveries of Regulating Resel.ye Energy to N\\TE tilat apptoximately average one half (1/2) of 
the Contracted Capacit), in each hour over a period of time. It is the intent of tile parties that 
that net deliveries over the contract period will be energy neutral. Accordingly, in eacll honr 
during the Telro, NWE shall deliver and Powerex shall receive a quantity of energy ("Balancing 
Energy") equal to one half of the hourly Contracted Capacity ("Balancing Energy Quantity"). 
With respect to the Balancing Energy, N\'\'E shall be required to meet the \'\'ECC/N\,rpP 
reserve obligations such that the Balancing Energy is [11'm for the delivery hour. NWE.shall only 
be telieved of tileir obligation to prO\~ide Balancing Energy in the event of an Uncontrollable 
Force 01' in accordance with section 4.2 The Balancing Energy Quantity to be provided 
hereunder reptesents the Parties' best estimate of tile quantity of Regulating Reserve Energy 
which may be delivered over the Term of the Agreement. Notwithstanding the foregoing, the 
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patties acknowledge that the exact quantity of Regulating Reselve Energy which shall be 
delivered over the Term of this Agreement is wllmown and that the aggregate deliveries of 
Balancing Energ}T may not e.."'(actiy equal the aggregate deliveries of Regulating Reserve Energy 
over the Term. The Parties acknowledge that the Balancing Energy shall be delivered 011n0I1-
firm transmission 011 the N\'(lE system. 

4.2 Adjustment of Balalldng Energy. In the event 'that Regulating Reselve Se1'vices are 
suspended hereu11de1' for any reason, N\,\1E's obligatio11 to delivc1' Balancing Energy shall be 
correspondingly suspended in accordance with the following: 

(1) Either Party shall i10tify the other Party of the suspension in accordance with the 
Outage Management P1'otocol. 

(2) N\\1E shall continue to make available and Powctex shall continue to receive Balancing 
Energy for the remainder of the then currcnt Delivery Hour and will be suspended fot thc first 
hour following the hour of suspension. 

(3) Upon the reslimption of Regulating Reserve Set'Yices following a suspension, N\V'E shall 
recommencc delivering Balancing Energy at the start of the Delivel:Y Hour concurrent with the 
first full Delivery Hour after the resumption of Regulating Reselve Se1'Vice; provided there is 
enough time under the normal scheduling and tagging procedures atld provided fi.lrther that the 
Parties may recommence deliYelY of Balancing Energy earlier on mutual agreement. 

4.3 Balancing Energy Delivery Point. The Balancing Energ}1 shall be delivered td any 
mutually agreed unconstrained delivery point 011 the N\\1E integrated transmission system 
("Balancing Energy Delivel), Point"). Powerex shall use best efforts to designate the Balancing 
Energy Delivery Point(s) at least 40 minutcs prior, but in no eyent later than 30 minutes prio1', to 
the commencement of the next Delivery Hour. Powerex shall use commercially reasonable 
efforts to provide expected Balancing Energy DelivelY Point(s) on a preschedule basis. In the 
event that there is no unconstrained delivclY point on the N\VE integrated transmission system 
acceptable to Powerex, then, to the extent non fum transmission capacity is available, N\'I:1E shall 
deli\Tcr the Balancing Energy to BPAT.N\\1E interconnection point. In the event thereis no 
non-fum capacity available for delivery at the BPAT.N\,(lE interconnection point N\\lE sha11 not 
be obligated to deliver Balancing Energ}' to Powercx for such hour, and shall pay Powerex an 
amount determined under Section 4.5 below. 

4.4 Balancing Energy Price. Powercx shall pay NWE the follow.ing fo1' the Balancing Energy: 

The Index Rate applicable to such hou1' minus: 

(i) the then applicable BPA hourly PTP ratc plus ancillaty sei'vices plus losses; 
and. 
(li) the then applicable BCRA hourly PTP rate plus ancillaty sel'Vices pIllS losses. 

As discussed in subsections 2.2 and 3.1 (4) above, if Powerex does not obtain waiver of the 
limitations in its Rate Schedule No.1 from FERC by the date Powerex is to invoice N\V'E, 
N\'\lE shall charge no rate for Balancing Energy under this Agreement (i.e., invoicing at 
SO/MWh for Balancing Energy), however N\\lE will pay transmission costs as detailed in 
subsection 3.1(4). 

4.5 Failure to Deliver Balancing Energy. Fo.c any hOllr in which NW1E fails to deliver Balancing 
Energy to Powerex, and such failure to deliver is not excused by an event of Uncontrollable 
Force (as defined in section 12 hereof), then N\\1E shall pay Powerex the positive difference, if 
any, between the Balancing Energy Price and the Replacement Price. For the putpose of this 
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Section 4.5, the applicable Balancing Energ}' Price shall be that price deternuned in accordance 
with Subsection 4.4(1) above. 

4.6 Failure to Receive Balancing Energy. For any hour.in which Powerex fails to receive 
Balancing Energy from NWE, and such failure to delivel' is not excused by an event of 
UncontrollableForce (as defined in section 12 hereof), then Powerex shall pay N\\1E the 
positive difference, if any, between the Sales Price and the Balancing Energy Price. For the 
pUlpose of this Section 4.6, the applicable Balancing Energy Price shall be that price determined 
in accordance with Subsection 4.4(1) above. . 

4.7 Scheduling of Balancing Energy. Powerex shall be responsible for all scheduling and etagging 
f01' the Balancing Energy. 

ARTICLE E - LIMITATION OF LIABILITY 

5.1 LIMITATION OF LIABILITY. NO PARTY SHALL BE REQUIRED TO PAY OR BE 
LIABLE FOR SPECIAL, PUNITIVE, EXEl\1PLARY, INCIDENTAL, CONSEQUENTIAL, 
OR INDIRECT DAJ.vIAGES (WHETHER OR NOT ARISING FROM ITS NEGLIGENCE) 
TO ANY OTHER PARTY. 

ARTICLE 6 - SETTLEMENTS AND PAYMENTS 

6.1 Energy Accounting. For purposes of energy accounting and settlements between the Parties, 
the readings gellerated by BCF[A's automatic generation control equipment shall be the official 
record of the Regulating Resetve Energy delivered and received by Powere.--:: and N\,(TE. If such 
automatic generation control equipment fails, resulting in loss of record, the Parties shall first use 
Powerex's records, and if those records are not available, N\'(TE's recotds and if those records are 
not available, then the Parties agree to work in good faith and to use any reasonable means 
available, including charts and historical quantity records, the determine the amounts of 
Regulating Reserve Energy delivered and received prior to the failure and du.ring such failure. 

6.2 Settlements. Powere.'I: shall calculate the amot1!lt due to Powerex by N\'VE and the amount due 
N\VE by Powerex at the end of each month. As soon as practicable after the end of each 
month, Powere.--:: will render to NW'E all invoice for the payment obligations, if ally, incurred 
hereunder dudng the preceding month. All invoices under this Agreement shall be due and 
payable in accordance with each Party's invoice instructions on or before the later of tlle 
twentieth (20th) day of each month, or tenth (10th) day after receipt of the invoice. If such 
payment du~ date is not a Business Day, then payment shall be due on the next Business Day. If 
the Parties are each required to pay an amount in the same hilling period, then such amounts 
with respect to each Party shall be aggregated and the Parties shall discharge theit obligations, to 
pay tlltollgh netting, in which case the Party, if all}" owing the greater aggregate amount shall pay 
to the odler Part)' the difference between the amounts owed. 

As part of the monthly invoice delivered by Powerex hereunder, Powerex shall ptovide NW1E 
with a statement for Balancing Energy and which hours the energy was delivered to tlle BC 
Hydro system for putposes of setdements as it pera:lns to Section 4.4 hereof. 

6.3 Invoices. All invoices and payments shall be submitted as follows: 

Billings to Powerex shall be sent to: 

666 Burrard St., Suite 1400, 
Vancouvet, BC V6C 2X8 
Attn: Finance Department 
})!lOne: (604) 891-6063 Fax: (604) 891-6011 
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Payment to Powerex shall be sent to: 

BANK: Wachovia Bank, N.A. - New York 
ABA: 026005092 
ACCf: 0004 4625 335 
Bell~fkiary's Bank 

Bank of Montreal, Tnt'l Banking H.O. Montreal 
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Account: 2000192009878 S.\"('.I.F.T. Code: BOFMC.Al.\12 

Billings to N\~'E shall be sent to: 
NorthWestel11 Energy 

40 East Broadway 
Butte, }VIT 
Attn: Transmission Marketing - SOCC 
Phone: (406) 497-4250 Fax: (406) 497-2054 

Payments made to N\X'E shall be sent to: 

North\Vestcrn Corporation GelleralAccount 
Account Name: North \\'esteJ:o Corporation General Account 
Account Number: 153910224325 
ABA#: 123000848 
Swift: USBKUS44IJ:vlT 
Bank Name: US BANK N.A. 

Minneapolis,:MN 55402 

Audit. Each Party wilt"maintain all books, records, logs and metering and other information 
necessaty to verify compliance with this Agreement, the quantity of Regulating Resel~re and 
Balancing Energy delivered under this Agreement and the accuracy of invoices. A Patty will 
have the right upon reasonable notice, and at its expense, to audit the books, records, logs and 
metering and other information of the other Party for the limited p1.11poses of such verification. 

Currency. All.ulvoices and payments hereunder shall be rendered in US Dollat'S. To convert 
Canadian currency to US, the parties shall use a fL~ed exchange rate of 1.00 CADS: 1.00 US$ 
notwithstanding that the actual exchange rate may diffeJ: from this fixed tate during the Term. 

ARTICLE 7 - EVENTS OF DEFAULT; CREDIT 

7.1 Events of Default. An «Event of Default" shall mean, with respect to a Party (a "Defaulting 
Party"), the occurrence of any of the following: 

(1) the failure to make, when due, any payment requited pursuant to this Agreement if such 
failure is not remedied within three (3) Business Days after written notice; 

(2) the failure to perform any material covenant or obligation set forth in this Agreement 
(except for such Party's obligations to deliver or receive Regulating Reselve Energy or 
Balancing -Energy, the exclusive ·remedies for which are provided in Al'ticle Three and 
Article Four respectively) if such failure is not remedied within three (3) Business Days 
after·written notice; 

(3) such Patty becomes Bankrupt; 
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(4) the failure of such Party to satisfy the creditworthiness/ collateral requirements agreed to 
pursuant to Section 7.3 hereof, or 

(5) Letter of Credit Default. 

7.2' Effect of an Event of Default. If an Event of Default with respect to a Defaulting Party shall 
have occurred and be continuing, the other Pa~ty (the "Non-Defaulting Party") shall have the 
right (i) to designate a day, 110 earlier than the day such notice is effectiye and no later than 20 
days after such notice is effective, as an early termination date to accelerate all amounts owing 
between the Parties and to liquidate and terminate the transaction described herein, (ii) to . 
withhold any payments due to the Defaulting Party under tills Agreement and (iii) to sllspend 
perfolmance. The Non-Defaulting Party shall calculate, in a'commercially reasonable manner, 
its total Loss or Gain resulting from the early termination of tills Agreement. The NOll
Defaulting Party may net its total Gain or Loss against all other amounts owing between the 
patties under tllls Agreement (including all accounts receiyable and all accrued but unpaid 
amounts). 'TIle net amount constitutes the ''Liquidation Amount" payable within five (5) 
Business Days of the early termination date by the Defaulting Party or the Non-Defaulting Party, 
as applicable. Any dispute under this clause shall be referred to dispute resolution under Section 
10.2. In this Section 7.2, "Gain" shall mean all amount equal to the present value of the 
economic bellefit to it, if any resulting from the termination of the Agreement, determined in a 
commercially reasonable manner and ''Loss'' shall mean an amount equal to the presen t vahie of 
the economic loss to it, if any resulting from the termination of the Agreement, deternlined in a 
commercially reasonable mannet'o In deternllning its Gain or Loss, a Party may have reference to 
internal or external information, including price quotes, information provided from third party 
information providers 01' arm's length transactions e."'(ecuted by such Party. 

7.3 Credit ProvisioiUi 

(1) IfN\\/E has a material change in its creditworthiness 01' a Downgrade Event occurs 
under this agreement, Powerex may demand Performance Assurance, whlch shall be 
provided by NWE to Powerex by the end of the t1lird Business Day after tl1e demand is 
received. 

(2) Powerex may demand Performance Assurance (willch PerfOl111ance Assurance shall be 
provided by the third Business Day after tile demand is reccived by NW'E) in an amount 
equal to the amount by which: (i) the LiqllldatiOJl Amount that would be payable to 
Powetex calculated by Powerex in accordance with Section 7.2, as if an early termination 
date had occurred with respect to N\\IE exceeds (ii) the dollar amount that is equal to 
NWE's Collateral TIlreshold amount plus tile value of the P.erformance Assurance 
previously provided to Powere."'(, if any on behalf ofN\,\'E. The amount of Performance 
Assurance provided hereunder shall be rounded up to the nearest integer of $100,000. 

(3) The "Collateral TIlteshold" shall be with respect to N\'('E the following: the lowest of (i) 
the amount set forth in tlle following table opposite the lowest Credit Rating applicable 
to N\\IJ!. and, (ii) zero if all Event of Default or Potential Event of Default has occurred 
with respect to N\'\fE and is continuing. 

Collateral TIltcshold Credit Rating Credit Ratings 
1!n thousands of U.S. dollars) J.Moody's} (S&P) 
$10,000 A1 and above A + and above 
$ 5,000 1\20rA3 AorA-
S 3,000 Baal or Baa2 BBB+ orBBB 
$ 2,500 Baa3; Ba1 ot Ba2 BBB~; BB+ or BB 
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Below Ba3 or not rated Below BB- or not rated 

(4) It shall be a Downgrade Event for NWE if the credit rating ofN\,{1E falls below BB
fron1 S&P or below Ba3 from Moody's. 

(5) If at any time the value of Performance Assurance provided under this Section 7.3 
exceeds the amount of Performance Asstlrance requited to be provided to Powercx 
under Section 7.3(2) above, N\VE may request the cancellation, return or reduction of 
such Perf01mance Assurance to the extent of the e.."'(cess, unless: (i) the Credit Support 
Obligations were provided under Section 7.3(1) and not section 7.3(2), or (ii) an Event 
of Default with respect to N\\1E has occurred and is continuing. Powerex shall return 
such Performance Assutance by the third Business Day after the request is received by 
N\X'E. 

(6) If requested by Powerex, N\X1E shall deliver (i) withit1 120 days following the end of 
each fiscal year, a copy of its a1llmal report contaitling audited consolidated financial 
statements for such fiscal year and (li) within 90 days after the end of each of its first 
three fiscal quarters of each fiscal year, a copy of its quarterly report containing 
unaudited consolidated fmancial statements for such fiscal quarter. In all cases the 
statements shall be for the most recent accounting period and shall be prepared in 
accordance with generally accepted accounting principles. If howe,rer, such financial 
statements are available 011 a publicly available regulatoi")' website (such as "EDGAR") 
or the home page of .such entity, the other party shall be deemed to have received the 
most recent version of the financial statements that are posted on such \vebsite or home 
page. 

. ARTICLE 8 - ADMINISTRATION 

8.1 Operating Representatives. The Parties agree to appoint representathres to secure effective 
cooperation and to deal 011 a prompt and orderly basis with the various operating and technical 
problems that may arise in connection with delivety of the Regulating Rescrve selYiccs and 
Regulating Resetve'c01l1pensation ("Operating Representatives"). . 

8.2 Procedures. TIle establishment of any procedure or practices, and any other action or 
determination by the Operating Representatives shall be effective when agreed in writing and 
signed by the Operating Representatives of both Parties. 

8.3 Designation. Each Party shall notify in writing the other Party prpmptly of the designation of 
its Operatitlg Representatives and of any subsequent changes in such designation. 

ARTICLE 9 - AMENDMENT, ASSIGNMENT 

9.1 Amendment. This Agreement may be amended or changed only upon written agreement of the 
Parties. 

9.2 Assignment. Neither Party shall assign this Agreement or any interest therein, without the prior 
written consent of the. other Party, not to be unreasonably witllheld. Either non-assigning Party . 
may, upon learning of any pending assignment of this Agreement, require from the assignec,. 
satisfactoty evidence of the assignee's creditworthiness. Failure to supply such evidence in a 
timely manner shall be considered reasol1able grounds for wltllholding consent to said 
assignment. . ' 

ARTICLE 10 - DISPUTE RESOLUTION, ARBITRATION 
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10.1 Any dispute between the Patties imTolving service under this Transaction shall be referred to a 
designated senior representative of each Party for resolution on an informal basis as promptly as 
practicable. In the event the designated representatives ate lmable to resolve the dispute witllin 
thirty (30) days or such other period as the Parties may agree upon by mutual agreement, such 
dispute shall be arbitrated and resolved in accordance witl1 the arbitration procedures set forth 
below. 

10.2 Any arbitration initiated ~l1lder this Transaction shall be conducted before a single neutral 
atbitrator appointed by the Parties. If the l'arties fail to agree upon a single arbitrator within ten 
(10) days of tlle referral of the dispute to arbitration, each Party shall choose one arbitrator who 
shall sit on a thtee-member arbitration panel. The two atbitrntors so chosen shall witlun twenty 
(20) days select a third arbitrator to chair the arbitration panel. . In either case, the arbitrators shall 
be knowledgeable in electric utility matters, including electric transmission and bulk power issues, 
and shall not have any current or past substantial business or financial relationships with any 
party to tlle arbitration (except prior arbitration). The arbitrator(s) shall provide each of tlle 
Parties an opportmuty to be heard and, except as otllenvise provided herein, shall conduct the 
llrbitration in accordance with the Commercial Arbitration Rules of the American Arbitration 
Association, provided, however, that the Parties shall be entitled to all rights of discovery 
pursuant to the Federal Rules of Civil Procedure. 

10.3 Unless othe1"Wise agreed, the atbitrator(s) shall render a decision witlun ninety (90) days of 
appointment and shall notify the Patties in writing of snch decision and the reasons therefore. 
The arbitrator(s) shall be authorized only to intetpret and apply the provisions of this 
Transaction and shall have no power to modify or change any of the above in any manner. The 
decision of the arbitrator(s) shall be ftllaland binding upon the Parties, and judgment on the 
award may be entered in ally COllrt having jl1r1sdictiol1. The decision of the arbitrator(s) may be 
appealed solely on the grounds that the conduct of the arbitrator(s), or tlle decision itself, 
violated the standards set forth in the Federal Arbitration Act and/or tlle Administrative Dispute 
Resolution Act. The final decision of the arbitrator(s) shall also be filed Witll FERC if it affects 
jurisdictional rates, terms and conditions of se1."Vice or facilities. 

10.4 Costs - Each Patty shall be responsible for its own costs incurred during the arbitration process 
and for the following costs if applicable: 

(1) the cost of the arbitrator chosen by the Party to sit 011 tlle tllree member panel and O1"ie
half of tlle cost of the tllird arbitrator chosen; or 

(2) one-half the cost of the single arbitrator jointly chosen by tlle Parties. 

10;5 Notwithstanding the above, notlung in this Article shall be construed to operate as a waiver of 
Powerex's right under the Foreign Sovereign Immunities Act, 28 U.S.c. § 1602 et seq., to remove 
to federal court for a non-jury adjudication an}' state court proceeding brought to enforce or 
appeal an arbitration detertnination. 

ARTICLE 11- NOTICES 

11.1 Notices - Powerex. Any written notices to be given to Powerex under this Aweement shall b~ 
directed to: 

11anager, Contracts 
Powercx Corp. 
"1400 - 666 Burrard Street 
Vancouver, British Columbia 
V6C 2X8 
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11.2 Notices - N\VE Any written notices to be giyen to N\'\JE under tllls Agteement shall be 
directed to: 

NorthW'estern Energy 
Credit Manager 

600 Market St. WI 
Huron, SD 57350 
Phone 605.353.7517 
Fax 605.353.7569 

North\\festern Energy 
Director, SOCC Operations and 
Transmission Set'vices 
40 E. Broadway 
Butte, MT, 59701 
Phone 406.497.4104 
Fax 406.497.4209 

11.3 Delivery. Any notice, demand or request provided for in this Agteement or given in connection 
with this Agreement to eitller Part), shall be deemed properly giyen or made if delivered in 
person, sent by facsimile or sellt certified mail, return receipt requested to tlle individual and 
address designated above. Either Party may amend the individual and address to which 
subsequent notices ate to be delivered by providing notice in the manner described in tIllS 
paragraph. 

ARTICLE 12 - UNCONTROLLABLE FORCE 

12.1 Uncontrollable Force. Neltller Party sha~ be considered to be in breach of this Agreement to 
the extent that a failure to perfOi1TI its obligations undet this Agreement shall be due to an 
Uncontrollable Force. The tei1n "Uncontrollable Force" means an event or circumstance which 
prevents one Party from performing its obligations under one or more transactions, which event 
or circumstance is not within the reasonable control of, or tlle result of the negligence of the 
claiming Patty, and which by the exercise of due diligence, the claiming Party is unable to avoid, 
cause to be avoided, or overcome. "Uncontrollable Forces" may include and are not restricted 
to flood, drought, earthquake, ~torm, ftte, lightning, epidemic, wat, riot, chril disturbance or 
disobedience, ter.torism, labor dispute, labor or material shortage, sabotage, restl-aint by court 
order of public autilority, and action or llonaction by, or failure to obtain the necessaty 
autllOrizatiolls or approvals from, any governmental agency or autho.rity. Any Party rendered 
.unable to fulfill any of its obligations by reason of an Uncontrollable Forte shall give prompt 
notice of such fact and shall exercise due diligence to remove such inability witllln a reasonable 
time period. If oral notice is provided, fuen it shall be promptly followed by written notice. 

12.2 Continued Obligation to Pay. No Party shall be relieved by operation of Section 12.i of allY 
liability to pay for power deliyered to the otller Party or to make payments then due or which tlle 
Party is obligated to make with respect to performance which occurred prior to tile 
Uncontrollable Force. 

ARTICLE 13 - MISCELLANEOUS 

13.1 Goverliing Law. This Agreement shall be governed by, const:J:ued and jiltel'preted in 
accordance Witll the laws of tlle State oENew York, as if e..'t.ecuted and to be performed wholly 
within the State of New York. 

13.2 Headings. The headings used in tlus Agreement are fat convenience only and shall not be 
construed as a part of the Agreement or as a limitation on the scope of the particular patagraphs 
to which they refer. 
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13.3 Waiver. A waiver by either party of any default or breach by the other party of any covenants, 
teln1S or conditions of this Agreement sha1l. not limit the right to enforce such covenants, tenns 
or conditions or to pursue its rights in the event of any subsequent default or breach. 

13.4 Severability, If any portion of this Agreement shall. be held to be void or unenforceable, the 
balance thereof sha1l. continue to be effective, 

13.5 Binding Effect. This Agreement shall be bindir.Ig upon and shall inure to the benefit'of the 
heirs, legal representatives, successors and assigns of the parties. 

13.6 Amendmetlts. 'This Agreement shall not be modified, amended or changed in any respect 
except bya written document signed byall parties. 

13.7 Counterparts; Copies."'This Agreement maybe executed in counterparts, which together shall 
constit1lte one instnullent. Copies of this fully execute d instrument shall have the S<lIDe force 
and effect as the original. 

13,8 No Third Party Beneficiary. This Agreement is for the exclusive benefit of the patties and 
shaU not constitute a third party beneHciaryagreement and shall not be relied upon or enforced 
bya third party. 

13.9 Authority. Each partyrepresellts that it has full power and authority to enter into and perfOlm 
this Agreement and the person signing this Agreement on behalf of each party has been properly 
authorized and empowered to sign this Agreement. 

13.10 Integration. 1his Agreement constitutes the entire agreement of the parties. Covenants or 
representations not contained or .incorporated therein shall not be binding upon the parties 

IN Wl1NESS WHEREOF, the Parties hereto have caused this Agreement to be executed by their duly 
authorized officers as of the date first above written. . 

PO\VEREX CORP. 

By. ________________ _ 

Title: -------------------
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13.3 \Vaiver. A waiver by either party of any default or breach by the other party of any covenants, 
terms or conditions of tlus Agree11lclltshall not limit the right to enforce such covenants, terms 
or conditions or to pursne its rights in the event of allY subsequent default or breach . 

.13.4 Severability. If any portion of tius Agreement shall beheld to be void or unenforceable, the 
balance thereof shall continue to be effective. 

13.5 Binding Effect. This Agreement shall be binding upon and shall .inure to the benefit of the 
heirs, legal representatives, successors and assigns of thc parties. 

13.6 Amendments. This Agreement shall not be modified, amended or changed in all}' respect 
cxcept by a W.dttetl document signed br all parties. 

13.7 Counterparts; Copies. This Agreement may be executed in countelparts, which together shall 
constitute one instrument. Copies of this fully e.,.,;:ecuted instrument shall hayethe same force 
and effect as the original. 

13.8 No Third Party Beneficiary. 'TIlis Agreetnent is for the exClusive benefit of the patties and 
shall not constitute a third party beneficiary agreement and shall not be relied upon or enforced 
by a third party. 

13.9 Authority. Each party represents that it has full power and authority to entet.illto and perform 
this Agreement and the person signing dus Agreement .011 behalf of each party has been properly 
authorized and empoweted to sign this Agreement. 

13.10 Integration. This Agtccmcntco!1stitutes the entire agreement of thc:parties. Covenants. or 
representations' not contained or incorporated therein shall n.ot be binding upon the pat.tics 

IN \,(fITNESS WHEREOF,tbe.Parties heteto have caused tlus Agreeme11t to be executed by their duly 
authorized officers as of the date first above written. 

POWEREX CORP. 
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NORTI-I\'(fESTERN CORPORATION 
doing business. as NORTI-I\,('ESTERN 
ENERGY 

By: ___ -,-_____ _ 

Title: ___________ _ 
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NWE shall transmit a request signal to BCHA via Inter Control Center Communications Protocols 
("lCep") datalink ("Request"). Notwithstanding other limitations contained in tIus Agreement, the 
Request shall not exceed + XX M\\,T (where XX is the Contracted Capacity) or be less than 01'vf\V'. It is 
N\XTE sole responsibility to lim.it the Request to the + x.,'X M\\1 (where :xx is the Contracted Capacity) 
and 0 IvIW range. , 

BCHA shall rerum a deliveJ.'Y signal. to N\\TE via ICCP datalink ("Delivety"). Both BCHA and NWE 
shall incolporate the DelivelY signal into their respective Area Control Error ("ACE") calculations. In the 
event a, NWE Request exceeds +:xx :MW (\vhere :xx is the Contracted Capacity), BCHA shan limit the 
Deliveq' signal to + XX Ivm' (where :xx is the Contracted Capacity). In the event N\,,(TE Request is less 
than 0 1'vf\XT, BCHA shall limit the Delivety signal to 0 MW. 

A,2 Sign Conventions 

A positive Request signal ("Out M\'Xl'') is a request for MW to flow from BCHA to NWE. The resultant 
Delivery signal would result in BCHA's ACE moving in the negative direction, and the N\\,TE ACE 
moving in the positive direction.' ' 

1\..3 Calculation of the "Regulating Resel\Te Enel'gy" 

BCHA shall integrate the Delivcl), signal for each dock hour, and aggtegate the lY1\X! deli,~ered ftom 
Powerex to N\\1E. In the event the amount in II delivel), haUL' is not a whole number, the value shall be 
truncated and the decimal portion shall be added to the subsequent delivei)' hOllt. 

Powel'ex shall update the dynamic tag aftet the end of the haUL' with the apptopriate1:v1W hourly value. 
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The following rates are the transmission selviccs rates in effect as of the datc of e."'{ecution. For greater 
certainty, the actual rates in effect dl11-ing the term of this agreement shall be used. Pursuant to Section 
6.5, a fixed $Cdn/$US exchange rate shall apply fot the Term of tllls Agt·eement. 

BCHA Transmission S61'Viccs Rates: 
Description of Service BCHA Posted Rate as of BCHA Rate ill US$ 

Execution Date Using the Exchange 
Rate ill Section 6.5 

BCHA Long Tcrm Finn Poitlt-to- Cdn$3.912/kW-month US$3.912/kW-month 
Point Transmission Selvicc 

Scheduling, System Control and Cdn$O.0956/kW-montll US$O.0956/k\,(f-month 
Dispatch Setvice 
Reactive Supply and Voltage Control Gdn$O.602/kWT-month US$O.602/kW-month 
from Generation Sources Selvices 

BP A Transmission Service Rates' 
Description of Service Rate as of Execution Date 
BPA Monthl}' Firm Point-to-Point $'1.298/kWmonth 
Transmission Service 

'Schcduling, System Control and Dispatch $O.203/k\,(lmonth 
Set'Vice 
Reactive Supply and Voltage Control from $O.OO/kWmontll 
GenerationSonrces Services 

2 
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EXHIBIT C - FORM OF ACKNOWLEDGEMENT OF INCREASED REGULATING 
RESERVE CAPACITY 

Upon completion of tllls Form of Acknowledgement ofIncteased Regulating Rcsenre Capacity, the 
Parties agree to increase the Regulating Reserve Capacity pursuant to Section 3.1 (8) of tlle Agreement, in 
accordance with the following table: 

Time of Deliveries Day(s) Regulating Reserve Regulating Reserve Capacity 
(On-Peak or Off- Capacity Price 

Peak) Quantity (Iv!\'(0 (S/k\'(/ month) 

Notwithstanding tlle above, all other tei1ns and conditions of the Agreement shall apply. 

Acknowledged: 

PO\,/EREX CORP. 

By: ________ _ 

Title: _________ -'--

Date: _________ _ 

NORTHWESTERN CORPORATION 
doing business as NORTH\\lESTERN 
ENERGY 

By: ____________ _ 

Title: ___________ _ 

Date: ___________ _ 



AGREEMENT FOR 
REGULATING RESERVE SERVICES 

BETWEEN 
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NORTHWESTERN CORPORATION, DOING BUSINESS AS 
NORTHWESTERN ENERGY 

AND 
POWEREX CORP. 

THIS REGULATING RESER,TE SERVICES AGREElVIENT, exeCllted this 7u. day of 
February, 2012 alld effectivc March 1, 2012 betweell N01:thWester!l Corporation, doing business as 
NorthWestern Energy, a Delaware corporation ("N\W"), and POWe1:e.'{ COlp., a British Columbia 
corporation ("Powerex"). The parties may hel:einafter collectively be referred to as npru;ties" and 
individually as "Patty". 

WITNESSETH: 

\VHEREAS, Powerex is an energy marketer located in Vancouver, British Columbia; 

WHEREAS, N\\IE or its affiliates.is cutJ!ctltly engaged itl the transmission, distdbution and sale 
of electric power and energy in the Statc ofMontal1aj 

\,(lI-IEREAS, N\VE desires to acquire ceJ:tain Regdating Rcserve services from Powerex; and 

\VHEREAS, Powerex is willing to pxovide certain Regulating Reserve se1'vices to NWE pursuant 
to the terms and conditions of this Agreement. 

NOW, THEREFORE, in consideration of the ttmttlal promises cOiltained he1'ein, the Parties 
hereby l.mdeJ:take, p.romisc and agree, as follows: 

ARTICLE 1-DEFINITIONS 

1.1 "Agreement" shall mean tills l\greement for Regulating Reselve Se1"Vices between N\VE and 
1'o\verex. . 

1.2 "Balanci11g Energy" has the meaning set fo1'th in Section 4.1. 

1.3 '''BCHA'' means the British Columbia Hych:o and POWe1: Authot:ity. 

1.4 "BCHA Transmission Path" means f1J:m point-to-point tcansmission set\r1ce from BC 
nctw01'k to the BC/US Border. 

1.5 "BPA" means the Bonneville POWe1: Administration, Transmission Services. 

1.6 "BPA Transmission Path" means fIrm point-to-point se1'\r1ce from the Be/US Border to 
BPAT. 

1.7 "Bala11Cing Energy Delivery Point" has the meaning set forth in Sectio114.3. 

1.8 "Bankrupt" means with respect to any entity, such entity (i) mes a petition OJ: othetwise 
commences, authorizes OJ: acquiesces in the commencement of a proceeding or cause of action 
under allY bank.l'l.lptcy, insolvency, reorganization OJ: similar law, '0J: has any SUdl petition ftIed 
OJ: commenced against it, (li) makes an assignment or any general arrangement for the benefit 
of cceditors, (ill) otherwise becomes bnnlu:upt or insolvent ~10wever evidenced), (iv) has a 
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liq\lidatol', administrator, receiver, trustee, conset-vator or similac official appointed with 
respect to it or any substantial portion of its property or assets, or (v) is generally unable to pay 
its debts as they fall duc. 

1.9 "Business Day" shall mean any day except Saturday, S'unday, a Fedctal ResetYe Bank holiday 
or a Canadian bank holiday observed in Vancouver, British Columbia. A .Business Day shall 
open at 8:00 a.m. and close at 5:00 p.m. local time for the rclC\Tant Party's principal place of 
business. The relcvant Party, in each instance unless otherwise specified, shall be the Pllrty 
from whom the notice, pRyment or delivel'}' is being sent Rnd by whom the notice or payment 
or delivelY is to be received. 

1.10 "Collateral Threshold" has the meaning set forth in Section 7.3. 

1.11 "Contracted Capaci~" has the meaning set forth in Subsection 3.1(1). 

1.12 "Credit Rating" shall mean, with respect to nny entity, the taring then assigned by Moody's, 
S&P or any other rating agency agreed by the pllrties to such entity's unsecured, senior long
term debt obligations (not supported by insurance provide1: enhnnccments) or if such entity 
does not have a rating for its senior unsecured long-term debt, then the rating then assigned to 
such elltity liS IIll iSS\let rating. 

1.13 "Deliycty Hour" shnll menll n clock hour ending at :00 minutes of the next succeeding hour 
in which Regulating Reserve Energy or Balancing Energy is delivered under this Agreement. 

1.14 "Downgrade Event" has the meaning set forth in section 7.3. 

1.15 "FERC" shall menn the Federal Energy Regulatoi), Commission or its successor agency. 

1.16 "Good Utility Practice" shnll mean any p!actices, methods Rnd acts engaged in or approved 
by a significant portion of the electrical utility industry, or any practices, methods and acts 
which, in the exercise of rCllsonable jtldgement in light of the facts known at the time, could 
have been expected to accomplish the desixed res\llt at the lowest reAsonable costs consistent 
with reliability, safety, e.-.:pedition and the requirements of governmental agencies having 
jurisdiction. Good Utility Prllctice is not intended to be limited to the optim1.1m prRcticc, 
method, or act to the excbsioll of all othe1:s, but rather to be a range of possible practices, 
methods, or acts genernlly accepted in the region. 

1.17 "Index Rate" shall be: (1) the Dow Jones lVIid-Coll.lmbia Daily Firm On-Peak Index for 
Houts Ending ("I-IE',) 07 thrD"llgh 22 Pacific Prevailing Time ("PPT") Monday through 
SntuJ:day excluding NERC holidays; (ii) the Dow Jones JYIid-Co!umbia Daily Firm Off-Peak 
Iude." for HE 1 through 6, 23 and 24 PPT Monday through Satmday excluding NERC 
holidays; nnd (ill) the Dow Jones Mid~Coll1mbin Daily Firm Index 24 HR. for HE 1 through 24 
PPT Stmdnys and NERC holidays. If the Dow Jones index becomes unavailable or is 
discontinued, the Patties agree to negotiate in good faith a mutulIlly Ilgrccable teplace~ent 
index for pricing putposes. 

1.18 "Letter of Credit" shall mean one ot more irrevocable, non-transferable standby letters of 
credit isstled by a Qlllllified Institution, in a form acceptable to Powercx In its reasonable 
discretion. Costs of the Letter of Credit shall be borne by the applicant for stIch Letter of 
Credit. 

1.19 flLctter of Credit Default" means with respect to all outstanding Letter of Credit, the 
occurrence of any of the following e~Tents: (~the issuer of such Letter of Credit ceases to be a 
Qualified Institt.ltion, (ii) the issuer' of the Letter of Credit shall fill to comply with or perform 
its obligations under sllch Letter of Credit if such failllre shall be contimling after the lapse of 

2 
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any applicable grace petiod; (ill) the issuer of such Letter of Credit shall disaffirm, disclaim, 
repudiate or reject, in whole or in part, or challenge the validity of, such Letter of Credit; (Iv) 
such Letter of Credit shall expire or tClminate, or shall fail or cease to be in full force and 
effect for pUlpose of this Agreement (other than 111 accordance with its terms) at any time 
during the tcrm of the Agreement; (v) the issuer of such Letter of Credit becomes Bankl.Upt; 
or (vi) the issuer of the Letter of Credit shall f.,til to cause the renewal or replacement Letter of 
Credit to the Secnred Patty at the address specified in the Agreement at least fifteen (15) Local 
Business Days prior to the expb:ation of such Letter of Credit; provided, however, that no 
Letter of Credit Default shall occur in allY eyent with respect to a Letter of Credit after the 
time such Letter of Credit is requited to be cance~ed or returned 'to the pledgor in accordance 
with the terms of this Agreement. 

1.20 "Moody's" shall mean Moody's Investors Senrice, Inc. or its successor. 

1.21 '~NWE Transmission Path" means the transmission capacity necessary to receive the 
Contl'acted Capacity at the interface of the N\X1E transmission system with BPA at 
BPAT.N\VI'vrr. 

1.22 "Off·Peak" means HE 1 through 6 and HE 23 thr01.lgb. 24 PPl Monday through Saturday 
e:-.::cluding NERC holidays and HE 1 through 24 PPT on Sundays and NER~ Holidays. 

1.23 "On-Peak" means HE 7 through 22 PPT Monday through Satmday e..,cl1.lcling NERC 
holidays. 

1.24 "Outage Management Protocol" meal.Is the protocol relating to the communication and 
management of technical issues relating to outages in the systems requited to pl'O\Yide 
Regulating Rese.nre Services hereunder, as agreed to between the Parties from time to time. 

1.25 "Performance Assurance" shall mean collateral in the form of cash, Letter(s) of Credit, OJ: 

other security acceptable to Powerex. 

1.26 "~" means Pacific P.ccvailing Time. 

1.27 r'Preschedule Day" shall mean the calendar day ns defuled by the \,{lEec Presclledule 
Calendar on whicll trading occurs for the applicable delivel.Y day(s). 

1.28 rCQualified Institution" means a commercial bank or ti'llSt company (which is not an affiliate 
of either party) organized under the laws of the United States or Canada (or any state, province 
or political subclivisioil thereof) having assets of at least U.S.S1D billion and a long term debt 0.1: 

deposit rating of at least (i) /1.3 from Moody's and (li) A- ftom S&P, which lnstitution is 
acceptable to the receiving party. 

1.29 "Regulating Reserve C!Wacity" means the provision of capacity and energy .J:CSOtlJ:ces that 
ate on-line and loaded at less than the maximum output, p\l.J:suant to NERC and WECC 
criteria and available to respond to instantaneO\lS changes in load. 

1.30 "Regulating Reserve Energy" means energy delivered to N\\lE as part of the provision of 
the Regtllating Resenre SelY1ceS by Powerex under tllis Agreement. 

1.31 r'Regulatillg Reserve Service" means the making available of capacity and energy in ordel' to 
instantaneously respond to moment-by-moment changes in load plus f11:m transmissioll on the 
transmission path needed to connect load with the Reglllating Reserve reSOllrce. 

1.32 "Regulatillg Reserve Energy Delivery Point" shall mean, the BPA/N\VE illterfacc 
(BPAT.NWlvIT). 

3 
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1.33 "Replacement Price" means the price at which PoWete.'l:, acting in a commercially reasonable 
manner, effects a purchase of substiutte energy'in place of the energy not deliveted by NWE 
or, absent such a purchase, the matket price for stlch quantity of energy, as determlned by 
Powerex in a commercially reasonable mannet, 

1.34 "Sales Price" means the price at which N\VE, acting in a commercially reasonable manner, 
effects a resale of the energy not received by Powetex or, absent such a resale, the market price 
for such quantity of enetgy, as determined by N\'<'E ill a commetcially reasonable manner. 

1.35 "S&P" shall meall Standard Rnd Poor's Rating Group (a division of McGraw-Hill, Inc.) or its 
successor. 

1.36 "Uncontrollable Forces" shall be as defined in lll:ticle 12 of this Agreement. 

1.37 '~" means the Western ElectdcityCoordillating Council, or any successor entity 
theteto. 

ARTICLE 2 - TERM AND EFFECI'IVE DATE 

2.1 Term of Transaction. Tlus Agreement shall continue in effect beginnillg Hour Ending ("HE") 
01 PPT March 1, 2012 through HE 24 PPT Janual), 8, 2013 (the "Term"). 

2.2 Approvals. The obligations of the Parties for service uuder this Agreement, as set forth in 
subsection 3.1 are conditional tlpOn PERC's granting of a request by Powere.'{ for waiver of the 
limitation in its Rate Schedule No.1 on sales of ancillary sel'vices to a public utility that is 
purchasing those services to satisfy open access tl'llnsmission tariff requirements to offee ancillaL), 
selvices to its own cllstomers. In the event that PERC does !lot grant this requested wahrer by 
FebL'Uat'y 24, 2012 01.' it conditions any waivet' on tel'll1S or conditions that are unacceptable to 
either Patty in its sole discretion, Powetex shall ha\Te the right to terminate the Agreement upon 
notice to N\"XIE prior to the scheduled commencement of seLvicc. 

In dle event such 205 filing is protested 01.' opposed by a third party, or if dming the term of this 
Agreement a third party or FERC acting slIa spol1te challenges or seeks to change any l'ate, charge, 
telm or condition of this Agreement, the Parties will make all reasonable efforts to defend 
against such challenge or requested change in any tegulatolJ and judicia! proceeding, or in lIny 
arbitration. 

Each Part}', with ~egard to this Agreement only, io:evocably wahres any rights it may have, 
including, but not limited to any rights undet§§20S-206 of the Fedeml PO}/Jet'Act, to unilaterally 
file a complaint, request an investigation, make II mte-change request, or take any othet unilateral 
action, seeking: (i) an order from FERC finding that the market-based rRte(s) or the terms and 
conditions agreed to by the Parties pursuant to tlus Agreement are tl11just and unreRsonable or 
contrni}' to the public interest; or (ll) llny change or refund with respect to snch rate(s); 01: (ill) any 
change with respect to such terms atld conditions, and each Party agrees tba t it will not make 
such a unilateral filing 01: take such a unilateralactioll. 

Both P!ltties agt:ee to support and defend ally filing necessary to inlplement!l mllulally agt:eed-on 
change to any rate, ch!lrge, term or condition of this Agreement. 

Absent dle ag.cecmeut of the Parties to the proposed change, the standard of review for changes 
to tlus Agreement whether proposed by a Party or FERC acting J'f{(I ;POlite, shall be the "public 
in tetest" application of the "just and reasonable" standard oE re,riew set forth ill Ullited Gas Pipe 
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line Co. p, Mobile Gos Sel7lke Cop., 350 U.S. 332 ("1956) ~Ild Federal Po}per COlnmiss/otJ I). Simrl Pa'ifi~' 
POlller Co., 350 U.S. 348 (1956), affIrmed by l\1orgall Stalliry Capilol GI'OHP, ItJ~~ I), Flfb/k Uf/li(y Distl'M 
No. 1 oj SlIohomish COlff/(y, 128 S. Ct. 2733 (2008) and Nl?.G POlllsr Marketing LLC p. ivJoine Plfbf;~' 
Utility CommisJion, 558 U.S.(2010). The standard of review for changes to this Agreement 
pIOposed by a third party shall be the most stringent standard permissible under applicable law. 

TIle waivers and obligations of this section shall contimle to be binding 011 each Party 
notwithstanding any rule, regulation, ll.dministl.'lItivc or judicial decision or order, or change in 
circumstances or market conditions, that may occur during the term of this Agl=eement. 

ARTICLE 3 - AMOUNTS, CONDITIONS AND SCHEDULING 
OF REGULATING RESERVE SERVICES 

3.1 Regulating Reserve Services. During the term of this Agl=eement, subject to the tates, terms 
and conditions herein, Powerex shall make available to N\'\IE and NWE shall pmchase from 
Powerex Regulating Reserve Services as described below: 

(1) Regulating Rese1:ve Capacity: Powerex shall make the following quantity of Regulating 
Reserve Capacity available to N\VE for the corresponding time period: 

Regulating Time Period 
Reserve 
Capacity 
76 J:v1\V' HE 01 PPT March 1, 2012 through HE 24 PPT January 8,2013 

and N\"'(IE shall purchase such quantity from Powere."{ (the "Contracted Capacity"), provided 
however, that the Contracted Capacity shall be reduced to equal the resenTed transmission that 
may tesult from the Regl.llating Resel"Ve Transmission Path Procurement pursuant to Section 
3.1(3) and pursuant to Section 3.8(1). 

N\'(!E shall have the option to reduce the Contracted Capacity quantity for: (1) March and Aptil 
2012 with fifteen (15) days' notice, and (i1) any remaining tnonths each with thirty (30) days' 
notice. N\\i'E may reduce the quantity to !lny evell1Y1\V quantity or to 0 :M\'('. Once the 
Regulating Reserve Capacity quantity has been reduced, the remaining months will be the same 
quantity or may be futthct reduced in accordance with this Section 3.1(1). The Parties may agree 
to resume a higher quantityupoll mlltual agl=eement only as set out til Section 3.1(8) .. 

(2) Regl1latingResel'Ve Transmission Path: Subject to Section 3.1 (3), Powerex shall acquire 
fttm transmission rights on the (i) BCHA Transmission Path in an amount equal to the 
maximum Contracted Capacity, and Oi) BPA Trallslnission Path in an amotmt equal to the 
maxinlum Contracted Capacity for the Term of this Agreement. NWE shall be responsible to 
assure that transmissiotl capacity is available to receive the Contracted Capacity at the interface 
of the N\'\'E transmission system with BPA at BPAT.N\\lJ:vIT in an amount equal to the 
Contracted Capacity for the Term of this Agreement. 

(3) Regulating Rcsc1"Ire Transmission Path Procurement: In the evellt that quantity of 
capacity is not ayailable for l'Csel'Vation or redirect, Powerex shall usc commercially reasonable 
efforts to acquire the maximum available quantity in order to satisfy as much of the Contracted 
Capacity as possible. The Parties may mllttlally agl=ee to acquire or redirect such transmission tIp 
to the original contemplated Contracted Capacity. In the event the required BCHA Transmission 
Path or the BPA Transmissiol1 Path atc unavailable fOJ: reservation o.r .redirect, the Parties agree 
to work together in good faith to determine whether alternati,re acceptable transmission 
arrangcments can be made. In the event that the parties determine that acceptable alternatiye 
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al'!angements are not available, both Parties shall be relieved of ftlcther obligation under this 
Agreement. 

Powerex shall not be obligated to acquire or redirect the BClli\. and BP A Transmission Path 
beyond April 30, 2012 until such time as monthly reservations ate allowed on the BClli\' and 
BPA systems. In the event tile requited BCHA Transmission Path or the BPA Transmission 
Path are tlhavailable fot teservation ot reditect, the Parties agree to work togethcc in good faith 
to detccmine whether altccnative acceptable transmission arrangements can be made. III the 
event that the parties munlally determine that acceptable altetnathTe arrangements are not 
available, both Patties shall be relieved of further obligation under this il.g:ceement 

Pursuant to Section 3.1 (8) "Increase in Regulating Reserve Energy", if the Parties increase the 
quantity of Regulating Reserve SeL'Vice, Powerex shall not be obligated to acquire or redirect the 
BCHA and BPA Transmission Path tmtil such time as monthly rese1'Vations are allowed on the 
BCHA and BPA systems. In the event the requited BCHA Transmission Path or the BPA 
Transmission Path are unavailable for resetvation ot redirect, the Parties agree to work together 
in good faith to determine whether alternative acceptable tl'ansmission arrangements can be 
made. In the event that the patties determine tIlat acceptable alternatiye arrangements are not 
available, both Patties shall be relie,red of furthcc obligation under this Agreement. 

(4) Regulating Rese1}Te Cnpacitr Price: N\\/E shall pay Powerex the sum of: 

(i) the ammlilt set forth in the following table for providing Regulating Reset,Te 
Capacity (the "Capacity Charge") 

Up to 30 MW 30 to 60 1-1\\' Above 60 1\'1\\1 
$8.00/kw-month $1O.00/kw-month $12.00/kw-month 

plus, 

(li) the BCHA Long-Tettn F.irm Point-to-Point Transmission Sei\Tice Rate pitts 
Scheduling, System Contr?l and Dispatch Selvice plus Reactive S\lpply and 
Voltage Control from Gelleration Sources Sel'Vices plus, 

(ill) the BPA Long-Term Firm Point-to·Poitlt Transmission Service plus 
Sched\lling, System Control and Dispatch Sel'Vice pIllS Reactive Supply and 
Voltage Control from Generation Sources Sel'Vices (items (Ii) and (ill) shall be 
refccred to collectively as the "Transmission Charge" and shall be applicable to 
each month of the Tetm)(current transmission costs are detailed in EXHIBIT 
B). 

Howevcc, in no case shall the sum of the Capacity Charge plus the Transmission ~harge exceed 
$15.00/kW-month for the Regulating Resel'Ve Capacity defined in Section 3.1. In the event the 
Regulating Reselve Capacity is increased subject to Section 3.1 (8) the StIrn of the Capaci!:}' 
Charge plus the Transmission Charge may exceed $15.00/kW-month. 

NWE shall be responsible for the all costs associated with the N\\fE Transmission Path. 

(5) Reg).llating Reset"re Energy: Powere."{ shall provide the Regulating Reserve Energy by 
way of deliveries to N\\fE each hour at the Regtllating Resel'Ve Enccgy DeliveL,)T Point in the 
amount of 0 MW to a positive amoUlit equal to the Contracted Capacity, as lIdjusted as a .tesult 
of N\'(1E generation request signal, pUJ:S\mllt to Exhibit A - Technical Data. In no event shall 
deli\Tccies of Regulating Reselve Energy be less than 0 MW (i.e. result in deliveries to Powetex) 
or greater than the Contracted Capacity. BCHA shall provide the PaL·ties a summaty of the 
enccgy amounts that are delivered ftom Powerex to NWE for each hour. 

(6) Re~;u.ating Resel'Vc Energy Price: For each hOlll: in which Powccex delivers Regulating 
Reselve Energy to N\X/E hereundcc, NWE shall pay Powerex an amount equal to the amount of 
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Regulating Reselve Energy delivered to N\XIE in such hour multiplied by the Reg1.11ating Resen'e 
Energy Price which shall be determined as follows: the Regulating Rese!\re Energy Price shall 
equal: (i) the Index Rate applicable to such hour; plus (it) all actual costs of transmitting such 
quantity of Regulating Reserve Energy 011 the BCHA Transmission Path, including but not 
limited to, ancillaty set'vices charged on a usage basis and 110t covered in sllbsection 3.1(4) above 
and losses; plus (ill) all costs of transmitting such quantity of Regulating Reselve Energy 011 the 
BP A Tmnsmission Path, including but not limited to, ancillary selvi.ces charged on a usage basis 
and losses. The parties acknowledge that each ofBCHA and BPA charge losses as a percentage 
of energy flow across its system m\lltiplied by a published index price. 

(1) Scheduling of Regulating Reset"ve Energy: Powerex shall be responsible for all 
scheduling and etagging o~ the Regulating Reselve Energy. Powetex shall comply,vith 
applicable \'{IECC and NERC reqtlitements. 

(8) Inct"ease in Regulating Resenre Services: TI1e Parties may mutually agtee by completion 
of the Fotm of Acknowledgment as provided in Exhibit C to increase the Regulating Reserve 
Capacity (subject to the applicable Regulating ReseL'"lre Capacity Price). 111 the e,rent the Parties 
agree to increase the Regulating Resel,\re Capacity, all other terms and conditions of the 
Agteement shall remain the same. 

3,2 Good Utility Practice. Nothing in this agreement shall require either Party to risk harm to any 
pctsons and property. It is the intent ofN\'{IE alld Powerex that the flow of energy between thc 
Parties \vill be the result of NWE's nced to provide Regulating Reserve Setvices on its system in' 
a mannet consistcnt with Good Utility Prllcticc. 

3.3 Equipment. Each Party shall be tcsponsible to ptovide aU eq\~ipmcnt necessal'Y to implement 
RCg1.1lating Res.eeve SClyices on their respective systems. 

3.4 Curtailment for Domestic Load. In the event that the provision of such Rcgulating Reserve 
SeL,\rices would requite curtailment of fum BC domestic load (including load treated as domcstic 
load pUrS1.1ant to treaty obligations), Regulating Rcsenre Senrices provided to N\\lE under this 
Agreemcnt may be interl1.1pted or cut tailed. Po\verex shall usc best efforts to avoid such 
interruptions or curtailments. 

3.5 Transmission Curtailment. The Parties acknowledge that the BCHA Transmission Path, the 
BPA Transmission Path and the NWE Ttansmissioll Path ate tequited to provide Regulating 
ReSelye $ervices. In the event of a tl~l1smissioll cllrtailment the Regulating Reserve Sel"Vices shall 
be curtailed in accordance with the transmissioll p.wyidet's curtailment priority business 
practices. 

3.6 Technical Otltages. The Parties acknowledge that the provision of Regulating Reserve Senrices 
req1.1ites the operation of certain commW1ication and techoical systems, each of which may suffet 
outages from time to time. The Parties shall ,lse best efforts to minimize such outages however, 
in the event of such an outage experienced by either Pm:t}', BPA or BCHA, the Parties ate 
relieved of their obligations to provide or receive such Regulating Resel"Ve Sel"Viccs, .dllting the 
duration of such outage. 

3.7 Outage Management. In the evcnt of a derate or suspension of Regulating Reserve Selyices 
for reasons outlincd in sections 3.4, 3.5, and 3.6, the Patties shall comply with the Outage 
Managcment Protocol. 

3.8 Regulating Reserve Services Curtailment. 
(1) In the event that any BPA or Belli\.. tariff, policy or dynamic limitation restricts the quantity 
ofRe~llntillg ReSelYe'Sel"Vices that Powere.", may provide to N\'{1E under this Agreement, the 
Contracted Capacity shall be reduced to thc maxUnilffi quantity allowed and the quantity of 
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Balancing Energy that NWE is obligated to deliver shal1 be redllced to one half of the reduced 
Contracted Capacity. Powerex shall not bear any responsibility or liability for such reduction. 

(2) N\'\1E a~knowledges that BPA has imposed a· dynamic scheduling limitation of 300 1vI\.V on 
the 1l0rtheJ:1l intertie, a portion of which is committed to provide Regulating Resct\re Set\rices to 
N\XIE hereunder. In thc evcnt that BPA or BCHA restricts the total quantity of Regulating 
Reselve sCl'Vices that Powerex may provide to all parties in reliance on such entities' transmission 
systems below 300 lvIW, then Powerex has the right to reduce the Contracted Capncity such that 
the reduced Contrncted Cnpacity made available to N\\1E in any hour is the same proportion of 
the mnximum allowable dynamic scheduHtlg vohlme imposed on Powerex that it was before the 
restriction was put in place. 

(3) NWE acknowledges that BPA has imposed a dynamic scheduling ramp rate limitation on the 
northern intertie of 15010fW /minute, 50MW /mll~ute of which is committed to provide 
Regulating Reserve Senri.ces to N\'\1E hereunder. In the cycnt that BPA or BCHA restricts the 
total ramp rate of dynamic scheduling Se1vices that Powerex may provide to all parties in reliance 
on such entities' transmission systems below 150 ]Y1\"(I/minute, then Powcrex has the right to 
reduce the ramp rate such that the reduced tamp tate made available to NWE in any hour is the 
same proportion of thc maximum allowable ramp tate imposed 011 Powerex that it was before 
the restriction was ptlt in place. 

3.9 Remedies. In the event that, for any portion of a month, Powerex is unable to provide 
Regulating Reselve Scnrices, for any reason, c..'(cept when N\'\1E is unable to accept stlch service, 
Powerex shall reduce the Capacity Charge on an hourly pro rata basis. Such adjustment shall be 
the exclusive remedy available to N\'\1E for non-detivelY by Powerex. This limitation of damages 
provision, however, shall not permit Powercx to suspend or restrict sCl'\Tice proyided hereunder 
solely fOJ: the purpose ofPowere..'I:'s economic advantage, in which case N\VE shall be allowed to 
seek any and all nvru1able remedies. Futthcr, this limitatiOJl of damages provision shall not relieve 
Powercx from its obligation to cxercise l:easonable best cfforts to restore se1vice in a timely 
manner. 

3.10 Use of Regulating Reserve Services. The parties itltend that the Regtllating RescLve Sel.'\rices 
be used only to respond to instantaneOtlS fluctuations in load or resources on the N\VE system 
ill accordance with Pi'udent Utility Practices. N\,,\1E shall not be entitled to use the Regulating 
Reselve SClvice provided heret111d~ solely for the purpose of N\'\JE's economic advantage, and 
in the event of such use by N\'\JE, Powerex shall be allowed to seek an)' and all a,railable 
remedies. . 

3.11 . Unallocated Transmission Costs. In the eyent that the Contracted Capacity is reduced 
pursuant to Section 3.8, ptoyided such reduction was outside the control of Po wet ex, N\VE shall 
continue to pay the Transmission Charge (as defined in Subsection 3.1(4)) in :respect of the 
original Contracted Capacity. Powerex shall take commercially rensolll~ble steps to utilize any 
unused transmission capacity and NWE's costs under Section 3.1 (4) .shall be reduced by the 
amotmt of the bcncfit to Powerex from its tlSC of such transmission capacity. 

ARTICLE 4 - AMOUNTS, CONDITIONS AND SCHEDULING 
OF BALANCING ENERGY 

4.1 Balancing Energy. The parties llltend that the Regulating Rcsel'\'e Selyice will result in 
dclhreries of Regulating Reserve Energy to N\"('E that approximately ayerage one half (1/2) of 
the Contracted Capacity III each hOtlr oyer a period of time. It is the intent of the parties thnt 
that net deliveries over the contract period will be cnergy neutral. Accordingly, jll each hour 
during the Tcrm, N\\IE shall deliver and Powerex shall.l:eccive a quantity of energy ("Balancing 
Energy") equal to one half of the hourly Contracted Capacity (''Balancing Energy Quantity"). 
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\'('ith respect to the Balancing Energy, NWE shllll be required to meet the WECC!N\\'Pp 
resen'e obligllt:ions such that the Balancing Energy is finn for the delivelY hml!. N\'(IE shall only 
be relieved of their obligation to provide Balancing Energy in the event of lin Uncontrollable 
Force or in accordance with section 4.2 The Balancing Enetgy Quantity to be provided 
hereunder represents the Patties' best estimate of the quantity of Regulating Rese1ye Energy 
which may be delivered over the Tetm of the l\greemcnt. Notwithstanding the foregoing, the 

. parties acknowledge that the exact quantity of Regulating Reset\'e Energy which shall be 
delhrered over the Term of this Agreement ~s unknown and that the aggregate deliveries of 
Balancing Energy may not exactly equal the aggregate deliveries of Reguillting Reserve Energy 
over the Tetm. The Parties acknowledge that the Balancing Energy shall be delivered on n011-
Hem transmission on the 1:\l\\IE system. 

4.2 Adjustment of Balancillg Energy. In the event that Regulating Reserve Setyices lire 
suspended hereundee for any reason, NWE's obligation to deli,rer Balancing Energy shall be 
cortcspondingly suspcnded in accordance with the following: 

(1) Either Party shall notify the othet Patty of the suspension in accordance with the 
Outage Mallllgcment Ptotocol. 

(2) NWE shall continue to make lIvailllble and Powe:rex shall continue to tecei\re Balancing 
Energy for the remainder of the then current Deliycry I-lour and will bc suspended foe the first 
hour following the hour of stlspensi9n. 

(3) Upon the resumption of Regulating Rese1ye Scrvices following a suspension, N\'7E shall 
recommence deliyering Balancing Energy at the start of the DelivelY I-lout concurrent with the 

. fIrst full Delivery Hout after tllC resumption oERegulating Reserve SClyicc; provided therc is 
enough time under the normal scheduling and tagging proccdures and provided further that the 
Parties may recommence delivery oEBalancing Energy earlier on mutual agreement. 

4.3 Balancing Energy Delivery Point. The Balancing Energy shall be delivered to allY 
mutually ag!!eed unconstrained delivet·y point on the NWE integrated transmission system 
("Balancing Energy Delivery Point"). Powete.." shall tlSe best efforts to designllte the Balancing 
Energy Dc1ivc1Y Polnt(s) at least 40 minutes prior, but in no event late!! than 30 minutes plior, to 
the commencement of the ne. .... t Delive1Y Houe. Powerex shall use commercillily rcasonable 
effotts to provide expectcd Balancing Energy Delivery Point(s) on a prcschedule basis. In the 
event that there is no unconstrained delivery point on the N\\IE integtated transmission system 
acceptable to Powerex, then, to the extent non firm transmission capacity is ava~able, NWE shall 
dclhree the Balancing Energy to BP1\T.NWE interconnection point. In the event there is no . 
non-firm capacity available for delivelY at the BPAT.N\VE inte!!COllllection pointNWE shall not 
be obligated to deliver Balancing Energy to Powerex: for such hour, and shall pay Powerex nn 
amount detetmined unclet Section 4.5 below. 

4.4 Balancing Energy Price. Powerex shall plly NWE the following for the Balailcing Energy: 

The Index Rate applicable to such hOt!e mmm: 

(1) the then npplicnble'BP 1\ hourly PTP rate plus imcillru:y SeJ:\rices plus losses; 
and 
(i.i) thc then applicable BCHA hourly PTP rate phlS allcillaty selyices plus losses. 

4.5 Failure to Deliver Balancing Energy. For any hour in which NWE fails to deliver Balancing 
Energy to Powerex, and such failure to deliver is not excl,lsed by lin event of Uncontrollable 
Force (as defIned in section 'l2 hereof), thcll N\'\1E shall plIy Powerex the positive difference, if 
any, between the BlIlancing Energy Price and the Repillcement Price. For the pmpose of tllis 
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Section 4.5, the applicable Balancing Energy Price shall be that price'determinea in accordancc 
with Subsection4A(1) above. 

4.6 Failure to Receive Balancing Energy. For any hour in which Powerex fails to receive 
Bahll1cing Energy from NWE, and such failure to deliver is not excused by an event of 
Uncontrollable Force (as defined in section 12 hereof), then Powercx slfall pay NW'E the 
positive dlfference, if any, between the Sales Price and the Balancing Energy Price. For the 
purpose of this Section 4.6, the applicable Balancing Energy Price shall be that price determined 
in accordance with Subsection 4.4(1) above. 

4.7 Scheduling of Balancing Energy. Powerex shall be responsible for all scheduling and etaggillg 
for the Balancing Encrgy. 

ARTICLE 5 - LIMITATION OF LIABILITY 

5.1' LIMITATION OF LIABILITY. NO PARTY SHALL BE REQUIRED TO PAY OR BE 
LIABLE FOR SPECIAL, PUNITIVE, EXElvIPLARY, INCIDENTAL, CONSEQUENTLI\L, 
OR INDlllliCT DAlvIA.GES (\VHETHER OR NOT ARISING FROM ITS NEGLIGENCE) 
TO ANY OTHER PARTY. 

ARTICLE 6 - SETTLEMENTS AND PAYMENTS 

6.1 . Energy Accounting. For pt11poses of energy acco\lllting and settlements between the Parties, 
the rcadings generated by BCI-IA's automatic generation control cquipment ~hall be the official 
record of the Regulating Reserve Energy delivered and recehred by Powerex and NWE. If such 
lIutomatic generation control equipment fails, resulting in loss of record, the Patties shall first use 
Powerex's records, and if those records are not ayailable, N\'\'E's records and if those records are 
not available, then the Patties agree to work in good faith al1d to use allY reasonable means 
available, including charts and historical quantity records, the determine the amm1llts of 
Regulating Reserve Energy delivered and received prior to the failute and during such failute. 

6.2 Settlements. Powere.."'< shall calculate the ammlllt duc to Powerex by N\"'QE and the amount due 
N\,{IE by Powere.." at the end of each month. As soon as practicable after the end of each 
month, Powerex will rendet to NWE an lllVoic;e for the payment obligations, if any, incurred 
hereunder during the preceding month. All invoices under this Agreemellt shall be due and 
payable in acco.t:dance with each Party's invoice instructions on or before the later of the 
twentieth (20th) day of each month, or tenth (10th) day after receipt of the i1woice. If such 
pllyment due date is not a Business Day, thcn pnyment shall be due on the next Business Day. If 
the Parties are each required to pay an amount in the snme billing period, then such amounts 
with respect to each Party shall be aggregated and the Parties shall discharge their obligations, to 
pay through netting, in which case the Party, if an)" owing the greater aggregRte amount shall pay 
to the odler Party the difference between the amo\mts owea. 

As patt of the monthly invoice delivered by Powerc.x each month, Powerex shall provide N\X1E 
wIth a stntement for Balancing Energy and which houts the energy was delhrered to the BC 
Hydro system for purposes of settlements as it pertains to Section 4.4 hereof. 

6.3 Invoices. lill invoices and payments shRIl be submitted as follows: 

Billings to Powerex shall be sent to; 

666 Burrard St., Suite 1400, 
Vanco1.wer, BC V6C 2X8 
Attn: Finance Department 
Phone: (604) 891-6063 Fax: (604) 891-6011 
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Account: 2000192009878 _ S.W.I.F.T. Code: BOFMCAMZ 

Billings to N\W shall be sent to: 
North\,(/estern Energy 

40 East Broadway 
Butte, MT 
Attn: Transmission Matketitlg - sacc 
P11one: (406) 497-4250 Fax: (406) 497-2054 

Payments made to N\\1E shall be sent to: 

North\Vestem Corporation General Account 
Account Name: N.orthWestern Corporation Ge11eral Account 
Account Number: 153910224325 
ABA#: 123000848 
Swift: USBKUS44UvIT 
Bank Name: US BANK N.A. 

lvlinneapolis, MN 55402 

6.4 Audit. Each Party will maintain all books, records, logs and meteritlg and other information 
11ecessary to verify compliance with this Agreement, the quantity of Regula ting Rese1ve and 
Balan'cing Energy delivered under this Agreement and the accuracy of inYoices .. A Party will 
have the right upon reasonable notice, and at its e."'{pense, to audit the books, records, logs and 
meteling and oth.er information of the other Party for the limited pUl-poses of such verification. 

6.5 Currency. All invoices and payments hereunder shall be rendered in US Dollars. To convert 
Canadian c1.1tJ:ency to US, the patties shall use a fi.\:cd e.'(change rate of 1.00 CAD$ : 1.00 US$ 
notwithstanding that the actual e.-.rchangr:; tate may differ from this fi.-.;:ed rate d1.1ring the Term. 

ARTICLE 7 - EVENTS OF DEFAULT; CREDIT 

7.1 Events of Default. An "EYent of Default" shall mean, with respect to a Patty (a "Defaulting 
Patty"), the OCCllrrence of allY of the following: 

(1) the failnre to make, when due, any paymcnt required pursuant to this Agreement if sllch 
failm:e is not remedied within three (3) Business Days after written notice; 

(2) the failure to perforl11 ally material covenant or obligation set forth in dlis Agreement 
(except for such Party's obligations to deliver or receive Regulating Rese1ve Energy 01' 

Balancing Energy, the exclusive remedies for which are provided in Article Three and 
Article Four respecti,rely) if such failure is not remedied within dl:t:ee (3) Business Days 
after written notice; 

(3) stlch Patty becomes Batlkl'upt; 
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(4)' the failure of such Party to satisfy the creditworthiness/collateral regl.lirements agreed to 
pursuant to Section 7.3 hereof, or 

(5) Letter of Credit Default. 

7.2 Effect bf an Event of Default. If lin Event of Default with respect to a Defaulting PlItty shall 
have occurred and be continuing, the other PlIrt)' (the "Non-Defllulting PlIt!:}''') shall hllve the 
right (i) to desigtlllte a day, no earlier than the day such notice is effective and no later than 20 
days after such notice is effective, as an early termination date to accelerate all amounts owing 
between the Parties and to liquidate and terminate the transaction described herein, (ll) to 
withhold any payments due to the Defaulting Party under this Agreement and (iii) to suspend 
performance. The Non-Defaulting Party shall clI!culllte, il;l a commercially reasonable manner, 
its total Loss or Gllin resulting from the early termination of tlus Agreement. TIle Non
Defaulting Par!:}' may net its total Gain or Loss against all other amounts owing between the 
pru:ties under tl1is Agreement Qncluding all accounts receivable and all accmed but unpaid 
lImounts). The net amount constitutes the ''Liquidation Amount" payable within five (5) 
Business Days of the early termination date by the Defaulting Pat!:}' or the Non-Defaulting Party, 
as appliclIble. An)' dispute \1I1der this clause shall be referred to dispute resolution under Section 
10.2. In this Section 7.2,"Gain" shall mean all amount equal to the present value of the 
economic benefit to it, 1f any resulting from tlle termination of the Agreement, determined in a 
commercially reasonable manner and "Loss" shall mean an amount equal to the present value of 
tlle economic loss to it, 1f allY xesulting from the termination of the Agreement, determined in a 
commercially reasonable manner. In determining its Gain or Loss, n Par!:}' may have reference to 
internal or externalinformatiol1, including price quotes, .information provided from dlird party 
informatioll providers or arm's lengtll transactions executed by such Party. 

7.3 Credit Provisions 

('1) IfN\VE has a material negative change in its creditworthiness or a Downgrade Eyent 
occurs under this ngreement, Powerex may demand Performance Assurance, which: shall 
be provided by N\VE to Powerex by the end of the tllird Business Day after the demand 
is received. . 

(2) Powere,."{ may demand Performance .t\sstltance (which Performance Assurance shall be 
provided by the thitd Business Day after the demand is received by N\W) in an amount 
equal to the amount by which: (i) the Liquidation Amount that would be payable to 
Powerex calculated by Powerex in accordance Witll Section 7.2, as if an early termination 
date had occurred with respect to NWE exceeds (ii) the dollar amount that is equal to 
N\"(1E's Collateral Threshold amount plus the value of the Pctformance J\sstltance 
previously provided to Powerex, if any on behalf ofN\W. The amoup.t of Performance 
Assurance provided hereunder shall be rounded 11p to the nearest integer of $100,000. 

(3) The "Collateral 111reshold" shall be with respect to N\'X'E the following: the lowest of (i) 
the amount set forth in the following table opposite the lowest Ctcclit Rating applicable 
to NWE and, (li) zero if an Event of Default or Potential Event of Default has occutJ:ed 
with respect to N\"(1E and is continuing. 

Collateral l1u:eshold Ctedit Rating Credit Ratings 
(in thousands of U.S. dollars) (,tvfoodv)s) (S&P) 
$10,000 Al and above A + al1ci above 
$ 5,000 1\20rA3 AorA-
S 3,000 Baal or Baa2 BBB+ orBBB 
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$ 2,500 Baa3; Bal or BaZ BBB-; BB+ 01: BB 
$ 500 Ba3 BB-

S 0 BelowBa3 or not rated Below BB- or not rated 

(4) It shall be a Downgrade Event .for N\'\IE if the credit 1-ating ofN\'\7E falls below BB
from S&P or below Ba3 from Moody's. 

(5) If at any time the value ofPerformnnce Assurance ptovided under this Section 7.3 
exceeds the amount of Performance Assurance required to be provided to Powerex 
under Section 7.3(2) above, N\W may request the cancellation, return or reduction of 
such Performance Assurance to the extent of the excess, tmless: (i) the Credit Support 
Obligations were provided under Sectioll 7.3(1) and not section 7.3(2), or (ll) an Event 
ofDefalllt with respect to NWE has occurred nnd is continuing. Powerex shall return 
such Performance Assurance by the third Business Day after the request is l'eceived by 
N\'<lE. 

(6) If requested by Powerex, N\"\'E shall deliver (i) widun 120 days following the end of 
each fiscal year, a copy of its annual report containing audited consolidated financial 
statements £01' such fiscal year and (li) within 90 days nfter the end of ench of its first 
three fiscal qmlrters of each fiscal year, n copy of its quarterly report contnining 
unaudited consolidated financial statements for such fiscal quat.ter. In all cases the 
sta tements shall be for the most recent accounting period and shall be ptepared in 
accordance with generally accepted accounting principles. If howeyet, such financial 
statements ate available on a publicly available regulatol"}' website (such as ''EDGAR'') 
or the home page of such entity, the other patty shall be deemed to have received the 
most recent version of the [maneial statements that are posted on such website or home 
page. 

ARTICLE 8 M ADMINISTRATION 

8.1 Operating Representatives. The Patties agree to appoint representatives to secute effective 
cooperation and to deal 011 a prompt and orderly basis with the various operating and technical 
problems that may arise in connection widl delivel'Y of tile Regulating Reserve se1yices and 
Regulating Resenre compensation ("Opel'Rting Representathres"). 

8.2 Procedures. 'TIle establishment of any procedure or practices, and any other action or 
determination by the Operating Representatives shall be effective when agreed in writing and 
signed by the Operating Representatives of both Patties. 

8,3 Designation. Each Party shall notify in writing the other Party ptomptl). of the designation of 
its Operating Representatives nnd of any subseguent changes in s\lch designation. 

9.1 

9.2 

ARTICLE 9 -AMENDMENT, ASSIGNMENT 

Amendment. This" Agreement may be amellded or changed only \lpOn written agreement of the 
Parties. 

Assignment. Neither Party shall assign tlus Agreement ot any interest therein, without the prior 
written consent of the other Patty, not to be unreasonably withheld. Either non-assigning Party 
may, upon learning of any pending assignment of this Agreement, require from the assignee, 
sntisfactolY evidence of the assignee's creclitwotthiness. Failure to supply such evidence in a 
timely manner shall be considered reasonable grounds for withholding consent to said 
assignment. 
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10.1 Any dispute between thc Parties involving sel:vice tmdct this Transaction shall bc referred to a 
designated senior representative of each Patty for resolution on an informal basis as promptly as 
practicable. In the event the designated teprcsclltatives are unable to J:esolve the dispute witllin 
thirty (30) days or such other pC1~od as the Parties may agrec upon by mutl.lalagrcemcnt, such 
dispute shall be arbitrated and resolved in accordance with the arbitration procedures set forth 
below. 

10.2 Any arbitration initiated under this Transaction shall be conducted before 11. single neutral 
arbitrator appointed by the Parties. If the Patties fail to agree upon a single arbitrator within ten 
(10) days of the refertal of the dispute to arbitration, each Patty shall choose one arbitratot who 
shall sit on a three-member arbitration panel. The two atbitrators so chosen shall within twenty 
(20) days select a third arbitrator to chait the arbitration pancl. In either case, the arbitrators shall 
be knowledgeable in electric utility matters, including electric transmission and bulk power issues, 
and shall not have any current or past substantial business or financial relationships with any 
party to the arbitration (e.'i:cept prior arbitration). The atbitrator(s) shall provide endl of the 
Parties an opportunity to be heard and, except as othetwise provided herein, shall conduct the 
arbitration in accordancc with the Commercial Arbitration Rules of the lunerican Arbitration 
Association, provided, however, that the Parties shall be entitled to all rights of diSCOYel'Y 
pursuant to the Federal Rules of Civil Procedure. 

10.3 Unless othetwise agreed, the arbitrntor(s) shall tender a decision withillllillety (90) days of 
appointment and shallllotify the Parties in writing of sud! decisi011 and the reasons therefore. 
The arbittato.t(s) shall be authorized only to interpret and apply the provisions of this 
Transaction and shall hayc no powet to modify or cllangc any of the above in any manner. TIle 
decision of the arbitrator(s) shall be final and binding upon tlle Patties, and judgment on the . 
award may be entetcd in any court having jurisdiction. T11e decision of the arbitrator(s) may be 
appealed solely on the grounds that the conduct of the arbitratoJ:(s), or the decision itself, 
violated tlle standards set fotth in tlle Federal Arbitration Act and/or the Administrative Dispute 
Resolution Act. The final decision of the atbitrator(s) shall also be filed with FERC if it affects 
jurisdlctional rates, telms and conditions of service or facilities. 

10.4 Costs - Each Party shall be responsible for its own costs lllcu.tred during the arbitration process 
and for the following costs if applicable: 

(1) the cost of the atbitrator chosen by the Patty to sit on tl1e three member panel and one
half of tl1e cost of the third arbitrator chosen; or 

(2) one-hi\lf the cost of the single arbitrator jointly chosen by the Parties. 

10.5 Notwithstanding the above, nothing ill this Article shall be const11led to operate as a wahre.t of 
Powerex's right tlnder the Foreign Sovereign Immunities Act, 28 U.S.C. § 1602 et seq., to remove 
to federal comt for a 11on-j\I1'Y adjudication any state court proceeding btotlght to enforce or 
appeal an arbitration determination. 

ARTICLE 11- NOTICES 

n.l Notices - Powerex. Any written notices to be given to Powetex under this Agreement shall bI~ 
directed to: 

Manager, Contracts 
Powerex COl-P. 
1400 - 666 Bunard Street 
V nncouver, British Colllmbii\ 
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11.2 Notices - N\VE A:nywrittennotices to be given to N"\\lE undel: this Agreement shall be 
directed to: 

NorthWestern Energy 
Credit Manager 

600 Market St. \,\1 

Huron, SD 57350 
Phone 605.353.7517 
Fax 605.353.7569 

NotthWestern Energy 
D.irector, SOCC Operations and 
Transmission Selviccs 
40 E. Broadway 
Butte, 1,rT, 59701 
Phone 406.497.4104 
Fax . 406.497.4209 

11.3 Delivety. Any notice, demand or teqllest provided for in tIllS Agreement or given ill connection 
with this Agrcem'cnt to either Patty shall be deemed properly given Ot made if delivered in 
person, sent by facsimile ot sent certified mail, reull:n receipt requested to the individual and 
nddress designated above. Either Party may amend the individual and address to which 
subsequent notices are to be delivered by providing notice in the manner described in this 
paragraph. 

ARTICLE 12 - UNCONTROLLABLE FORCE 

12.1 'Uncontrollable Force. Neither Party shall be considered to be in breach of this Agreement to 
the extent that a failure to perform its obligations under this Agreement shall be due to an 
Uncontrollable Force. The term "Uncontrollable Force' means an event or circumstance wlllch 
prevents one Party from performing its obligations under one or more transactions, which event 
or circumstance is not within the reasonable control of, or the result of the negligence of the 
claiming Patty, and which by the exercise of due diligence, the claiming Plitt}' is \Ulable to avoid, 
cause to be avoided, or overcome. "Unconttollable Forces" mlly include and are not restricted 
to flood, drought, earthquake, sto11n, fire, lightning, epidemic, war, riot, civil disturbance or 
disobediel1ce, tercotism, labor dispute, labor or material shortage, sabotage, restraint by court 
order of public authority, and action or nonaction by, or failllre to obtain the necessary 
authorizations or Ilpprovals from, any govctnment.11 agency or a~lthotity. Any Plltty rendered 
unable to fulfill any of its obligations by reason of an Uncontrollable Force shall give prompt 
notice of stich fact and shall. exercise due diligence to remove such inability within a reasonable 
time pedod. If oral notice is provided, then it shall be promptly followed by written notice. 

12.2 Co~tillued Obligation to Pay. No Party shall be relieved by operation of Section 12.1 of any 
liability to pay for power delivered to the other Party or to make payments then due or which the 
Party is obligated to make with respect to performance which occurred prior to the 
Uncontrollable Force. 

ARTICLE 13 - MISCELLANEOUS 

13.1 Governing Law. This Agreement shall be governed by, COllst1:ucd and interpreted in 
accordance with the laws of the State of New York , as if executed and to be performed wholly 
within the State of New York. 

13.2 Headings. 111e headings used in this .Agreement nrc for convenience only and shalillot be 
COllstmed as a part of the Agreement or as a limitation 011 the scope of the particular paragraphs 
to which they refer. 

15 
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13.3 WaiveI:. A -waiver by either party of any default or breach by the othel' party of any covenants, 
tenus or conditions of this Agreement shall not limit the right to enforce such covenants, temlS 
or conditions orto pun;ue its rights in the event of anysubr;equent default or breach. 

13.4 Severability. If anypOltion of this Agreement shall be held to be void or unenforceable, the 
balance thereof shall continue to be effective . 

. 13.5 Bindblg Effect. This Agreement shall be binding ~lpon and shall inm"e to the benefit of the 
heirs, legal representatives, successors and assigns of the patties. . 

13.6 Amendments. 'This Agreement shaIJ. not be modified, amended or changed.in any.respect 
except bya written document signed by all parties. 

1.3.7 Coullterparts; Copies. Tills Agreement may be executed in counterparts, which together shall 
constitute one instrument. Copies of this fullyexecutedinstnlrtlent shall have the same force 
and effect as the original. 

13.8 No Third Patty B elleficiaty. TIlis Agreement.is for the exclusive benefit of the parties and 
shall not cons tiMe a third party beneficiruyagreement and shall not be relied upon or enforced 
bya third party. . 

13.9 Autbotity. Each party represents that it has full power nnd authority to enterinto and perform 
this Agreement and the person signing thi~ Agreement on behalf of each patty has been properly 
authorized and empowered to sjgn this Agreement. 

13.10 Integration. This Agreement constitutes the entire agreement of the parties. Covenants or 
rcprcscntatioD$ not conrnined 01' incorporated therein shall. not be binding upon the partie.~ 

INWI1'NESS WHEREOF, the Panies hereto have caused this Agreement to be executed bythe.ir drily 
authorized officers as of the date f~ above written. 

POWEREX CORP. 

By. ______________ __ 

Title: ------------------

16 
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13.3 Waiver. A wflivc.t: by either party of any defflult Ot bteacb by the other party of any covenants, 
terms or conditions of this Agreement shflll not limit the right to enforce such covenants, tetms 
or conditions or to pursuc its rights b the event of any subsequent default or breach. 

13.4 Sevetability. If an}' portion of this AgJ:eement shall be held to be void OJ: unenforce;lble, the 
balance thereof shall continue to be effecth~e. 

13.5 Billding Effect. This Agreement shlill be binding UpOl1 and shall itwJ:e to the benefit of tbe 
heirs, legal .cep.cesentlltives, S\lcccssOJ:S and assigns of the patties. 

13.6 Amendments. Tlus Agreem.ent shall not be modificd, lIIhended or chlillged in any .cespect 
cxcept by a written document signed by all parties. 

13.7 Counterparts; Copies. This Agreement may be executed in countetparts, which togethe.c shall 
constitute one instnunellt. Copies of this ftllly executed ins\:1:1.lmellt shall haye the same fo.ccc 
and effect as the original. 

13.8 No Third Party Beneficiary. This Agreement is for the exclushre benefit of the parties and 
shall not constil:t.lte a third party beneficia1,}, ag.ceemcllt and shall not be relied upon or enforced 
by II third party. 

13.9 Authority. Each party represents that it has full power and authority to et1ter into Hnd perfot:m 
this Agteemetlt and the person signing this Agreement on behalf of each patty has been propec1y 
lItlthorized and empoweted to sign this Agreeme'nt. 

13.10 Integration. This Agtecmcnt constitutes the entil:e:agreement of the parties. Covenants or 
l:epresentatioilsl~ot contained or incorporated thereib shall not be .binding upon the partie's 

IN \,(JITNESS \X'HEREOF, the Parties hereto have caused dus Agreement to be executed by their duly 
authorized officers as of the date first above written. 

POWEREX CORP. 
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EXHIBIT A - TECHNICAL DATA 

A.l Request and DeIh,ety Signals for Regulating Resel"Ve Sct'lices: 
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NWE shlill transmit a tequest signal to BCHA via Inter Control Centet Communications Protocols 
("JCCP") datalink ("Request"). Notwithstanding other limitations cOlltainedin tllls Agteement, the 
Request shall not exceed + XX lvrw (where XX is the Cont.t:acted Capacity) ot be less than 0 lYf\'{l. It is 
NWE sole responsibility to limit the Request to the + XX t-f\'{1 (where XX is the Contracted Capacity) 
and 0 r,.!\V range. 

BCHA shall return a delivelY signal t«;> NWE via ICCP dntalillk ("Deli,relY'). Both BCI-IA and N\'(?E 
shall incol-porate the Delive!:)' signal into their respective Area Control Etror ("ACE") calculations. In the 
event a NWE Request e..'{ceeds + x.."'{ MW (where XX is the COllttacted Capacity), BCHA shall limit the 
Delivery signal to + Xx MW (where XX is the Contracted Capacity). In the event NWE Request is less 
than 0 MW, BCHA. shall limit the Delive1Y signal to 0 MW. 

A.2 Sign COllventions 

A positive Request signal ("Out Jym1") is a request for MW to flow from BCHA to NWE. The resultant 
Delh'el), signal would result in BCHi\.'s ACE moving in dle negathre direction, and dle NWE ACE 
moving in the positive direction. 

A.3 Calculation of dle "Regulating Reserve Energy" 

BCHA shall integrate the Delivery signal for each dock hour, and aggregate ilie M\V delivered from 
Powerex to NWE. In the event ilie amount in a delivery hour is not a whole !lumber, the value shall be 
tl.1.lllcated and the dec.iinal portion ShllU be added to the subsequent delivery hout. . 

Powerex shall update the dynamic tag after tJ"le end of the hou! with the appropliate 1v!\'{! hourly value. 
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EXHIBIT B - TRANSMISSION RATES 

The follow.ing rates are the transmission se.tv.ices rates in effect as of the date of execution. For greater 
certainty, the actuall'lltes in effect during the term of tills agreement shall be used. PU1"Suant to Section 
6.5, a axed $Cdn/$US exchange rate shall apply for the.Term of this Agreement. 

BCHA Transmission Selvices Rates' 
Description of Service BCHA Posted Rate as of . BCHA Rate in US$ 

Execution Date Using the Exchange 
Rate in Section 6.5 

BCHA Long Term Firm PoinHa- Cdn$3.912/kW-month US$3.912/kW-month 
Point Transmission Set'Vice 

Scheduling, System Control and Cdn$O.0956/k\X1-month US$O.0956/kW-month 
Dispatch Selviae 
Reactive Supply and Voltage Control Cdn$O.602/kW-month US$O.602/kW-month 
from Generation Sources Services 

BPA Transmission Service Rates' 
Description of Service Rate as of Execution Date 
BPA Long Term Fit:m Point-to-Point $1.298/kWmonth 
Transmission SenTice 

Scheduling, System Control and Dispatch $O.203/kWmontIl 
Sendee 
Reactive Supply and Voltage Control from $O.OO/k\,{lmonth 
Generation SOllrces Senrices 

2 
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EXHIBIT C - FORM OF ACKNOWLEDGEMENT OF INCREASED REGULATING 
RESERVE CAPACITY 

Upon completion of this POlm of Acknowledgement of Increased Regulating Reserve Capacity, the 
Parties arlee to increase the Regulating Resenre Capacity pursuant to Section 3.1 (8) of the Agreement, in 
accordance with the following table: 

Time of De1iveries Month(s) Regnhlting Rese1'Vc Regulating Resel,\re Capacity 
(On-Peak or Off- ClIpacily Price 

Peak) Quantit), (1vmI) .(S/k\'('mollth) 

Notwithstanding the above, all other terms and conditions of the Arleement shall apply. 

Acktlowledged: 

PO\\7EREX CORP. 

By: ________ _ 

Title: _--'-____ --,-__ 

Date: ________ _ 

NORTH\\lESTERN CORPORATION 
doing business as NORTH\"V'ESTERN 
ENERGY 

By: _________ _ 

Title: ___________ _ 

Date: ___________ _ 



Stauffer, Roberta (8obbi) 

From: 
Sent: 
To: 
Subject: 

McGowan, Michael 
Wednesday, August 15, 2012 9:06 AM 
Stauffer, Roberta (80bbi) 
FW: DRAFT Contract for Regulation 

From: Casey Sprouse [mailto:Csprous@gcpud.org] 
Sent: Wednesday, February 01,20121:18 PM 
To: McGowan, Michael 
Subject: RE: DRAFT Contract for Regulation 

We would be at the same price $9.70 per KW-month, for 50 MW. 
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" ••••••• ~ •• ~. M' " ',' •••••••• _ •••••• , ••••••• OR _ ._.,~~.~._ •• _ •• 

- ..... --'---'- _.-----_._ ... ---_._-.. --... -... _--- -- --_._ .. - ... -.. -_._--_ .. --_ .. _----_._--_._-_._----------------_ .. _._-----_.- -----
From: McGowan, Michael [mailto:MichaeI.McGowan@northwestern.com] 
Sent: Wednesday, February 01, 2012 12:10 PM 
To: Casey Sprouse 
Subject: RE: DRAFT Contract for Regulation 

Casey, I missed the 2S MW part, do you have a cost for up to 50 MW also? 

From: Casey Sprouse [mailto:Csprous@gcpud.org] 
Sent: Wednesday, February 01, 2012 12:44 PM 
To: McGowan, Michael 
Subject: RE: DRAFT Contract for Regulation 

Hey Mike I will look this over and get back to you on the language. My evaluation on the regulation availability was only 
for the month of February, I haven't had a chance to look at the March and April time periodsi and I won't have the 
analysis for a week or so. I would prefer to do February and then month to month on the quantity and price, ifthat 
works for you to start. Do you just want 25 MW for Feb that is fine with me @ $9.70 per KW-month, prorated for the 
appropriate delivery period? 

... -.----------_._---
From: McGowan, Michael [mailto:Michael.McGowan@northwestern.coml 
Sent: Wednesday, February 01,201211:10 AM 
To: Casey Sprouse 
Cc: Johnston, Casey Ei McLain, Andrew 
Subject: DRAFT Contract for Regulation 
Importance: High 

.----_.----_._----.-_._---

Casey, attached is a draft contract with the FERC language removed in Section 2.2. Please review and let us know if this 
satisfies your concerns. Feel free to call with any questions. 

1n addition to this item, we will need to have a discussion on the possibility of ramping down the service on a monthly 
basis, and what notifications you would need to do that if the need arises. 

Thanks, 

I Michael McGowan 
I Manager, Electric Transmission Services 

1 



NorthWestern Energy 
40 E. Broadway 
Butte, MT 59701 
w: (406) 497-4184 
c: (406) 533-8000 
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This message is for the named person's use only. It may contain confidential, proprietary or legally privileged 
information. No confidentiality or privilege is waived or lost by any mistransmission. If you receive this 
message in error, please immediately delete it and all copies of it from your system, destroy any hard copies of 
it and notify the sender. You must not, directly or indirectly, use, disclose, distribute, print, or copy any part of 
this message if you are not the intended recipient. NorthWestern Corporation and its subsidiaries each reserve 
the right to monitor all e-mail communications through its network. 

This message is for the named person's use only. It may contain confidential, proprietary or legally privileged 
information. No confidentiality or privilege is waived or lost by any mistransmission. If you receive this 
message in error, please immediately delete it and all copies of it from your system, destroy any hard copies of 
it and notify the sender. You must not, directly or indirectly, use, disclose, distribute, print, or copy any part of . 
this message if you are not the intended recipient. NorthWestern Corporation and its subsidiaries each reserve 
the right to monitor all e-mail communications through its network. 
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DGGS Warranties and Insurance 
Cashell 

a. Please provide the Pratt & Whitney warranty, including any amendments, supplements, 
or extensions, that applies to DGGS. 

b. Please provide any other insurance or warranty product purchased by, offered to, or 
sought out by NWE that provides or could have provided coverage to DGGS. 

c. Please provide any documentation NWE possesses, correspondence between NWE 
employees, or correspondence between NWE employees and others related to warranty 
and insurance coverage ofDGGS. 

RESPONSE: 

a. The following warranty information was publicly filed in Docket No. D2008.8.95: 

10.0 WARRANTIES 
10.1 ;.::The warranty period for the Goods and/or Services covered 
under the Purchase Order will be twelve ( 12) months from Substantial 
Completion but in no event later than twenty-two (22) months from 
Delivery or storage of the Goods ("Warranty Period"). Seller warrants 
that the Goods supplied hereunder are suitable for the purpose as 
defined in the Purchase Order and are free from all latent or patent 
defects in material and workmanship, and conform to the Purchase 
Order Requirements, provided that Purchaser installs, maintains, and 
operates the Goods in accordance with Seller's instructions. If during 
the Warranty Period the Goods are found to be defective or otherwise 
fail to conform to the Purchase Order Requirements, Seller agrees to 
repair, replace, or make good the item(s) supplied hereunder, as Seller 
reasonably determines is appropriate under the circumstances, at no 
additional cost to Purchaser. All removal and installation labor that 
requires fewer than eight {8) man-hours to complete will be borne by 
Purchaser. For all other warranty items removal and installation costs, 
and all shipping costs of the Goods (provided written shipping 
instructions are followed), shall be borne by Seller. Seller does not 
warrant the Equipment or any repaired or replacement parts against 
normal wear and tear, type of fuel, detrimental air inlet conditions or 
erosion, corrosion or material deposits from fluids contrary to Seller's 
operation and maintenance manuals or severe environment. The 
warranties and remedies set forth herein shall not apply to failures or 
defects to the extent caused by: (i) the storage installation, operation, 
and maintenance of the Goods by or on behalf of Purchaser contrary 

PSC-6 
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to the operation instruction manuals (including revisions thereto) 
provided by Seller and/or its subcontractors, as applicable and/or (ii) 
modification of the Goods that is not approved by Seller or that is 
contrary to Seller's written instructions. Purchaser shall keep proper 
records of operation and maintenance during the Warranty Period. 
These records shall be kept in the form of logsheets and copies shall 
be submitted to Seller upon request. 
10.2 Any Goods repaired or replaced pursuant to this Article 1 0.0, 
prior to the start of Warranty Period, shall be fully warranted during the 
Warranty Period, or, if repaired or replaced during the Warranty Period, 
shall be warranted for an additional period of twelve (12) months from 
the completion of such repair or replacement, provided, however in no 
event shall warranty coverage extend beyond eighteen {18) months 
from the initiation of the Warranty Period. 
10.3 Seller warrants that during the Warranty Period all Services will 
be performed in a workmanlike manner and that recommendations for 
corrective action made in connection with technical investigations or 
inspections or the like will be based on its best judgment in light of the 
facts then known and shall be rendered in a competent and diligent 
manner, consistent with the Purchase Order Requirements, accepted 
industry practice, and any applicable professional codes or standards. 
Any Services performed which do not conform to such practice, codes, 
standards, or Purchase Order Requirements shall, upon notice from 
Purchaser, be corrected by Seller in a prompt manner at Seller's sole 
cost and expense. 
10.4 THE WARRANTIES SET FORTH HEREIN ARE EXCLUSIVE 
AND IN LIEU OF ALL OTHER WARRANTIES, EXPRESS OR 
IMPLIED. ALL OTHER WARRANTIES INCLUDING WITHOUT 
LIMITATION ANY IMPLIED WARRANTIES OF MERCHANTABILITY 
OR FITNESS FOR A PARTICULAR PURPOSE {AS SUCH TERMS 
ARE DEFINED BY NEW YORK LAW OR THE UNIFORM 
COMMERCIAL CODE) ARE HEREBY DISCLAIMED BY SELLER. 

PWPS has informed NorthWestern that it considers technical information, including any 
other warranty information, to be confidential and a trade secret. PWPS has further 
informed NorthWestern that it intends to file a petition to intervene and a motion for a 
protective order in this docket. NorthWestern is withholding information requested that 
may contain PWPS's confidential data until the Commission issues a decision on the 
PWPS motion for a protective order. 

b. NorthWestern carries property insurance on DGGS through FM Global, policy number 
FS152. This policy covers the assets of NorthWestern along with extra expenses subject 
to the policy terms and conditions, including the deductible. 

PSC-7 
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Although NWE has not identified any other warranty product, PWPS has informed 
North Western that it considers technical information, including any other warranty 
information, to be confidential and a trade secret. PWPS has further informed 
NorthWestern that it intends to file a petition to intervene and a motion for a protective 
order in this docket. North Western is withholding information requested that may 
contain PWPS's confidential data until the Commission issues a decision on the PWPS 
motion for a protective order. 

c. Some of the documentation and correspondence requested by this data request may be 
subject to the attorney/client privilege or the work product doctrine. North Western 
objects to this data request to the extent that it requests any such documentation or 
correspondence. NorthWestern will provide a privilege log of any documents or 
correspondence, if any, that it withholds on the basis of attorney/client privilege or work 
product doctrine. 

PWPS has informed NorthWestern that it considers technical information, including any 
warranty information, to be confidential and a trade secret. PWPS has further informed 
NorthWestern that it intends to file a petition to intervene and a motion for a protective 
order in this docket. NorthWestern is withholding information requested that may 
contain PWPS' s confidential data until the Commission issues a decision on the PWPS 
motion for a protective order 

Please see the attached letter from FM Global dated March 30, 2012. Two email 
searches are under way for additional documents responsive to this request. Results will 
be provided as soon as they are available. The search terms chosen for the first search 
were (Dave Gates Generating Station or DGGS or Mill Creek Generating Station or 
MCGS) and (FM Global) and (insurance coverage). The custodians chosen were Mike 
Cashell, Bill Rhoads, Jim Williams, John Hines, Bill Thompson, Casey Johnston, Mike 
McGowan, Donna Haeder, Mike Voeller, Mike Terry, Andrew McLain, Heather 
Grahame, and Al Brogan. The search terms chosen for the second search were (Dave 
Gates Generating Station or DGGS or Mill Creek Generating Station or MCGS) and 
(warranty) and (Pratt & Whitney or PWPS not insurance). The custodians chosen were 
Mike Cashell, Bill Rhoads, Jim Williams, John Hines, Bill Thompson, Casey Johnston, 
Mike McGowan, Donna Haeder, Mike Voeller, Mike Terry, Andrew McLain, Heather 
Grahame, and Al Brogan. 

PSC-8 



March 30, 2012 

Ms. Donna Raeder, Director of Risk Management 
NorthWestern Corporation 
Email: donna.haeder@northwestern.com 

RE: Gas Turbines, Loose Bolts & Cracking - January 30, 2012 

NorthWestern Corporation 

"David Gates Generating Station" 

Anaconda, Montana 

Account No.: 01-31629 

Index No.: 75344.25 

LossID.: 309667 

ClaimID.: 408428 

Dear Ms. Raeder: 
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Factory Mutual Insurance Company 
601 _10Sth Avenue NE, Suite 1400 
Bellevue, WA 9S004 USA 
T: 425-709-50S9 F: 425-637-2351 
E-Mail: laverne.lester@fmglobal.com 

This letter serves to confirm our meeting at the referenced location on February 22,2012. Attendees 
at this meeting were Mr. James Williams, of NorthWestern Energy; Ms. Tana Wilcox, of 
NorthWestern Energy; and Mr. Chris Roza, ofFM Global. Additionally, we confinn our subsequent 
telephone conference with you and Ms. Emily Larkin, of NorthWestern Energy, on February 28,2012. 

During our meeting on February 22,2012, we learned that, of six gas turbines, loose bolts were found 
in all of the power turbine sections. Bolts in two of these power turbines had loosened and come free 
causing some impact damage. Cracks were also visible in a power turbine component we examined 
while on site. Mr. Williams advised us that all six of the power turbines are similarly affected by 
cracks. 

It is our understanding that the turbine manufacturer, Pratt & Whitney, has accepted liability for the 
damage repair costs for all six power turbines. Mr. Williams advised us that some costs such as on
site rigging and internal labor costs will be incurred by NorthWestern Energy. As Pratt & Whitney is 
reportedly bearing the cost of the repairs to the turbines and the cost of loaner units, we have not 
completed an investigation into policy coverage application for Property Damage under Factory 
Mutual Insurance Company Policy No. FS152 as it relates to this matter. 

Regarding the expense incurred by NorthWestern Energy to purchase replacement electrical power, 
this cost is specifically excluded from coverage in Factory Mutual Insurance Company Policy No. 
FS152: 

TIME ELEMENT - SECTION C 

5. TIME ELEMENT EXCLUSIONS 



Ms. Donna Haeder 
NorthWestern Corporation - "David Gates Generating Station" 
Loss ID: 309667 (DOL: January 12, 2012) 
March 30, 2012 
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In addition to the exclusions elsewhere in this Policy, the following exclusions apply to TIME 
ELEMENT loss: 

This Policy does not insure against: 

F. Any increase in loss due to the purchase of electrical power. 

In consideration of the above, and as agreed during our February 28,2012, telephone conference, we 
do not plan any further adjustment activities for this matter. However, as agreed and per our previous 
letter of January 23, 2012, please advise us immediately, should Pratt & Whitney attempt to invoice 
NorthWestern Corporation for the cost to repair the turbines and the loaner units. 

In the interim, please feel free to contact us should you have any questions or comments. 

Sincerely, 

Laverne Lester, Senior Adjuster 
Factory Mutual Insurance Company 
Seattle Branch (Bellevue) 

cc: Mr. James Williams 
NorthWestern Energy 
40 East Broadway 
Butte, MT 59701 
Email: JamesL.Williams@northwestern.com 

Ms. Emily Larkin, Risk Analyst 
NorthWestern Corporation 
Email: emily.larkin@northwestern.com 

Mr. William "Dusty" Rhoads, General Manager, Generation 
NorthWestern Corporation 
Email: willimn.rhoads@northwestern.com 

Mr. Keith Anderson 
FM Global- Minneapolis 
Email: keith.anderson@fmglobal.com 
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Other DGGS Outage Costs 
Cashell 

Please separately identify any costs that NWE has borne in relation to the DGGS outage 
other than the cost of replacement contracts, including administrative and general costs. 

RESPONSE: 

Costs that NWE has borne in relation to the DGGS outage include the following: 

• Costs to date for NWE's third party operator, NAES, are $145,201 through July 2012. 
Costs incurred include crane rental, design, fabrication, installation of a blanking plate for 
Unit #2A which allows for the use of Unit #2B, and overtime-related costs. 

• Legal costs incurred to date are $204,673 through July 2012. 

• NWE administrative costs incurred to date for the DGGS outage have been minimal. 
Some costs for travel, lodging and meals have been incurred related to review of the 
teardown and inspection of several of the failed turbines. A separate accumulating cost 
order was established early in the project to capture these costs but these costs were not 
charged to this order due to their relative minor amount to this point. (Estimated to be 
less than $25,000.) Internal labor spent against the project has been coded as a normal 
operating cost. 

PSC-9 



PSC-010 
Regarding: 
Witness: 

NorthWestern Energy 
Docket D2012.S.49 

Electric Tracker 

Montana Public Service Commission (PSC) 
Set 2 (006-013) 

Data Requests received July 13,2012 

Administrative Expenses and General Costs 
Bennett 

a. Please confirm that NWE did not seek recovery of any administrative and general costs 
related to electric supply in the last general rate case. 

b. Please provide invoices for all expenditures classified as Administrative Expenses and 
General Costs related to electric supply during the 2011-2012 tracker year. 

RESPONSE: 

a. This cannot be confirmed. Internal general and administrative costs, including but not 
limited to labor and associated fringe benefits related to electric supply, were included in 
the last general rate case. However, no general and administrative costs submitted in the 
Electricity Supply Trackers were included in the 2009 general rate case. 

b. Please see the enclosed CD for the general and administrative cost invoices. One hard 
copy of these invoices has been provided to the PSc. 

PSC-IO 
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PSC-Oll 
Regarding: 
Witness: 

NorthWestern Energy 
Docket D2012.5.49 

Electric Tracker 

Montana Public Service Commission (PSC) 
Set 2 (006-013) 

Data Requests received July 13,2012 

Electric Demand-Side Management (DSM) Program Spending 
Thomas 

a. Please provide a detailed breakdown of spending, by bulb type and wattage, for the E+ 
Residential Lighting Program during the 2011-2012 tracker year. 

b. Please provide a detailed budget, by bulb type and wattage, for the E+ Residential 
Lighting Program during the 2012-2013 tracker year. 

c. Please provide a detailed breakdown of spending, by bulb type and wattage, for the E+ 
Commercial Lighting Program during the 2011-2012 tracker year. 

d. Please provide a detailed budget, by bulb type and wattage, for the E+ Commercial 
Lighting Program during the 2012-2013 tracker year. 

RESPONSE: 

a. This data is available for the 9 months (July 2011 through March 2012) of the 2011-2012 
tracker year and is presented below in Table 1: Residential Lighting Program Costs by 
Lamp Type and Wattage. 

PSC-11 



PSC-011 cont'd 

NorthWestern Energy 
Docket D2012.5.49 

Electric Tracker 

Montana Public Service Commission (PSC) 
Set 2 (006-013) 

Data Requests received July 13,2012 

Table 1: Residential Lighting Program Costs by Lamp Type and Wattage 

Lamp Count by Program 

CFL Residential In-store Give-Away 

Residential Total 

Wattage Direct Install Mail out Mailln Coupon* Buy-Down** Events Lamps Cost*** Cost/lamp 

7W 20 20 $28.30 

9W 5028 5,028 $7,187.45 

lOW 7476 7,476 $10,686.36 

11W 4 31171 31,175 $44,672.87 

12W 864 864 $1,235.35 

13W 2585 1953 263 54397 37,471 96,669 $317,183.92 .. 
14W 741 40 72,904 47383 121,068 $341,357.57 

15W 38 87765 87,803 $126,543.51 

16W 1174 1813 2,987 $18,802.81 

18W 3 22401 22,404 $32,107.13 

19W 16 2145 2,161 $3,522.68 

20W 48 7391 7,439 $11,936.32 
,. ,,<~ 

21W 181 181 $258.73 
22W 164 164 $233.93 

23W 716 81 42250 43,047 $72,596.51 

25W 177 177 $253.37 

26W 29 27973 28,002 $40,815.63 

27W 4 819 823 $1,284.46 

30W 28 28 $40.24 

32W 810 810 $1,157.87 

39W 1 1 $28.57 

40W 209 209 $298.04 

42W 519 519 $741.75 

Total 5216 1953 527 72,904 340,982.2 37,471 459,053.2 $1,032,973.38 

*Alliamps in the In-store Coupon program are assumed to be 14W. 

**Lamp counts forthe Buy-Down program are allocated ratherthan actual values. 

***Cost include rebates paid and implementation. Within each program, implementation costs are assigned to wattage 

categories proportionally according to lamp counts. 

$1.43 

$1.43 

$1.43 

$1.43 

$1.43 

$3.28 

$2.82 

$1.44 

$6.29 

$1.43 

$1.63 

$1.60 
$1.43 

$1.43 

$1.69 

$1.43 

$1.46 

$1.56 

$1.43 
$1.43 

$28.57 

$1.43 

$1.43 

$2.25 

b. This information is not available. NorthWestern does not budget for future periods by 
bulb type and wattage because it has no way of knowing which types, sizes, or quantities 
of lamps will be purchased by its customers in the future. 

c. This data is available for the 9 months (July 2011 through March 2012) of the 2011-2012 
tracker year and is presented below in Table 2: Commercial Lighting Program Costs by 
Lamp Type and Wattage. 

PSC-12 



North Western Energy 
Docket D2012.5.49 

Electric Tracker 

Montana Public Service Commission (PSC) 
Set 2 (006-013) 

Dat~ Requests received July 13,2012 

Table 2: Commercial Lighting Program Costs by Lamp Type and Wattage 

Fixture Count by Program Commercial Totals 
Commercial Commercial 

Fixture Type Wattage Lighting Rebate Direct Install Fixtures Cost* Cost/fixture 
CFL 9W 8 8 $43.38 $5.42 

lOW 13 13 $70.50 $5.42 
13W 604 190 794 $6,849.85 $8.63 
14W 33 46 79 $886.99 $11.23 
15W 290 290 $1,572.60 $5.42 
16W 109 109 $1,677.74 $15.39 
18W 344 344 $4,925.43 $14.32 
20W 108 108 $585.66 $5.42 
21W 2 2 $10.85 $5.42 
23W 191 79 270 $2,251.73 $8.34 
25W 12 12 $65.07 $5.42 
26W 747 747 $4,934.81 $6.61 
27W 92 92 $498.90 $5.42 
30W 18 18 $97.61 $5.42 
32W 1 1 $5.42 $5.42 
35W 1 1 $5.42 $5.42 
40W 47 47 $254.87 $5.42 
42W 373 373 $2,958.69 $7.93 
SOW 8 8 $43.38 $5.42 
68W 18 18 $97.61 $5.42 
75W 2 2 $10.85 $5.42 

T5 14W 10 10 $106.23 $10.62 
24W 16 16 $275.76 $17.24 
28W 1762 1762 $94,653.43 $53.72 
49W 30 30 $3,509.18 $116.97 
51W 129 129 $13,390.04 $103.80 
54W 3087 3087 $270,289.10 $87.56 

T8 17W 640 640 $7,658.18 $11.97 
25W 7193 7193 $89,643.52 $12.46 
28W 6970 6970 $77,584.54 $11.13 
30W 2 2 $26.85 $13.42 
32W 16155 16155 $293,522.22 $18.17 
44W 39 39 $601.49 $15.42 
56W 65 65 $1,001.08 $15.40 
59W 254 254 $3,917.38 $15.42 
86W 555 555 $11,055.64 $19.92 

Controls 3081 3081 $131,699.85 $42.75 
**Design 11 11 $30,530.70 $2,775.52 
Fixture Removal 12 12 $721.37 
Induction 99 99 $3,308.85 
HID 111 111 $6,075.23 
LED 159 159 $68,357.22 
LED Exit Signs 285 285 $5,250.49 
Total 43,577 424 44,001 $1,141,025.72 

*Costs include rebates paid and implementation. Within each program, implementation costs are 
assigned to wattage categories proportionally based on number of fixtures. 

$60.11 
$33.42 
$54.73 

$429.92 
$18.42 
$25.93 

** The "Design" category includes any High Efficiency Design projects and any that were rebated at $0.10 
per watt saved. The count in the fixture column is actually not fixtures, but number of projects. Fixtures 
in these projects are of various technologies and wattages. 
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NorthWestern Energy 
Docket D2012.S.49 

Electric Tracker 

Montana Public Service Commission (pSC) 
Set 2 (006-013) 

Data Requests received July 13,2012 

d. See the response to part b, above. 
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PSC-012 
Regarding: 
Witness: 

NorthWestern Energy 
Docket D2012.5.49 

Electric Tracker 

Montana Public Service Commission (PSC) 
Set 2 (006-013) 

Data Requests received July 13,2012 

DSM Evaluation, Measurement, and Verification 
Thomas 

a. Please provide any contracts or agreements that NWE has entered into with SBW, Inc. 

b. As available, provide any draft or final report received by NWE from SBW, Inc. 

RESPONSE: 

a. See attached copy of Services Agreement CLM0002352. 

b. Presentation of the final report from SBW, Inc. to NorthWestern Energy is to occur no 
later than October 31, 2012. NorthWestern will provide a copy of that report to the 
MPSC when it becomes available. 

PSC-15. 
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CLM0002352 

NWE SPO #402901 

NorthWestern 
Energy 

SERVICES AGREE'MENT 

THIS AGREEMENT is made this _1_ day of January, 2012, by and between SBW Consulting, 
Incorporated with offices at 2820 Northup Way, Suite, 230, Bellevue, WA 98004 (Vendor), 
and NorthWestern Corporation, a Delaware corporation, d/b/a NorthWestern Energy, with 
offices at 40 East Broadway, Butte, MT 59701 (NWE). 

In consideration of their mutual covenants, the parties hereto set forth and agree as follows: 

1. Services to be Performed 

1.1. This Agreement shall constitute the basic agreement between the parties for 
Program Evaluation Services including providing process, impact, and economic 
analysis and evaluation of all NWE electric and natural gas Demand-Side
Management (DSM) and Universal System Benefits (USB) conservation programs 
offered to Montana customers during the time frame of January 1, 2007 through 
December 31, 2011, and regulatory support services to be rendered as described on 
the attached Exhibit A, Description of Services. 

1.2. Vendor acknowledges that it possesses the necessary professional skill and 
expertise to perform the Services contemplated hereunder. 

1.3. Vendor acknowledges that it is responsible for obtaining information on conditions 
and circumstances that may affect its performance of the Services, that it has the 
duty to conduct any necessary site visits prior to commencement of the Services, 
and further that it has taken all steps necessary to ascertain the nature and location 
of the Services to be performed and the general and local conditions that can affect 
its performance of the Services and the cost thereof. 

1.4. The Services shall be performed in accordance with any plans or specifications 
furnished by NWE, as set forth in the following exhibits, each of which is attached 
hereto and incorporated herein by reference: 

1) Exhibit A, Description of Services 
2) Exhibit B, Fee Schedule 
3) Exhibit C, Project Schedule 
4) Exhibit D, Reporting requirements 
5) Exhibit X and Y, Insurance Documents 

2. Materials, Equipment and Labor 

Vendor shall furnish and pay for all materials, supplies, labor, transportation, tools, equipment, 
services and supervision necessary to perform the Services herein described. 

3. Term and Schedule for Performance of Services 

The term of this Agreement shall be a period commencing when this Service Agreement is 
signed by both parties, and ending on June 30, 2013. Time is of the essence in the 
performance of each and every obligation by the Vendor, 

CONFIDENTIAWPROPR[ETARY 
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4. Force Majeure 

If either party is prevented in whole or in part from performing its obligations under this 
Agreement by unforeseeable causes beyond its reasonable control and without its fault or 
negligence, or orders or requests of state, [ocal, or federal government agency or regulatory 
body for assistance in responding to an emergency order or disaster, then the party so 
prevented shall be excused from whatever performance is affected by such cause, to the extent 
the performance is actually affected; provided that the affected party provides written notice to 
the other party of the force majeure condition(s) within five (5) calendar days from the onset of 
such condition. Failure on the part of Vendor to give NWE timely written notice shall constitute 
a waiver of the force majeure claim by Vendor. 

5. Changes 

NWE may, by written order to Vendor, at any time during the term of this Agreement and 
without invalidating the Agreement, make changes within the general scope of the Services and 
Vendor agrees to perform such changed Services. lf such change increases or decreases the 
cost of or time for performing the services hereunder, then NWE shall make an equitable 
adjustment in the payment to Vendor and/or the time for performance hereunder. Any 
adjustment to price shall be based on the reasonable expenditures and savings realized by 
Vendor in providing the Services, as changed, and take into account Vendor's reasonable profit 
for such Services. In connection therewith, Vendor shall maintain and upon NWE's request 
provide an itemized accounting of Vendor's costs and profits associated with the changed 
Services. 

6. Quality of Service and Quality Assurance 

6.1. Vendor and each of its employees, agents, representatives and subcontractors shall 
perform all Services with care, skill, and diligence, in accordance with all applicable 
professional standards currently recognized by such profession. Vendor shall be 
responsible for the professional quality, technical accuracy, completeness, and 
coordination of all reports, designs, drawings, plans, information, specifications, and 
other items and services furnished under this Agreement. Vendor shall employ only 
competent and skillful workers to perform the Services. Vendor's employees, agents, 
representatives and subcontractors shall have the qualifications to proficiently perform 
the Services following current industry~wide standards and required by all applicable 
governmental regulations. 

6.2. Vendor and each of its employees, agents, representatives and subcontractors shall 
conduct themselves in all matters involving NWE in a professional, ethical, moral and 
legal manner. All office material, correspondence, documents, papers, diagrams, 
programs, and other personal property located on NWE premises are to be treated as 
the property of NWE and as strictly confidential. Any improper use or disclosure of 
same, such as reading or in any way breaching the confidence of any material within 
the operation of NWE, will be deemed a breach of this Agreement and may, at NWE's 
sole discretion, result in the immediate termination of this Agreement. 

6.3. All Services and workmanship will be subject to inspection and examination by NWE at 
all times during this Agreement. If any Services specified herein are not in 
conformance with the requirements of this Agreement, NWE shall have the right to 
require Vendor to re~perform the Services immediately to conform to the requirements 
of this Agreement. If the Services to be performed are of such nature that the defect 
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cannot be corrected by re-performance, NWE may reduce the compensation owed to 
Vendor to reflect the reduced value of services performed and/or terminate this 
Agreement. 

7. Termination 

7.1. NWE shall have the right to terminate this Agreement should NWE determine that 
Vendor has breached any of its warranties or obligations under this Agreement or that 
Vendor is failing to perform the Services in a timely manner or with the quality required 
by this Agreement. In the event NWE determines that the Vendor has breached any 
of its warranties or obligations under this agreement or that Vendor is failing to perform 
the services in a timely manner or with the quality required by this agreement, NWE 
shall provide written notice to Vendor stating the nature of the unsatisfactory condition. 
Vendor shall have ten (10) business days after receipt of this written notice to either 
remedy the unsatisfactory condition or provide evidence, acceptable to NWE, that (i) 
proper corrective action is being taken to remedy the condition or (ii) that no breach 
has occurred. If Vendor fails to remedy, or to commence and thereafter with due 
diligence pursue resolution of the unsatisfactory condition with all due speed, then 
NWE shall have the right to terminate this Agreement without further notice. 

7.2. If NWE so terminates this Agreement, NWE shall pay Vendor for Services satisfactorily 
performed through the date of termination and NWE shall not be liable for any further 
payment to Vendor. Vendor shall be liable for any direct costs incurred by NWE as a 
result of the termination. NWE's rights herein are in addition to any other remedies it 
may have under this Agreement or under the law. 

7.3. NWE shaH also have the right, in its sole and absolute discretion, to terminate this 
Agreement for its convenience upon ten (10) calendar days written notice. In the event 
of such termination for convenience, Vendor shall be paid for all Services rendered 
through the termination date and for any direct costs (excluding any anticipated profits) 
incurred by Vendor as a result of the termination. Such payment shall constitute 
Vendor's sole right and remedy. NWE shall have the right to terminate for convenience 
even when a condition of force majeure exists. 

B. Ownership of Documents 

All technical or business information, documents, and reports, in whatever medium or format, 
including but not limited to, data, specifications, drawings, artwork, sketches, designs, plans, 
records, reports, proposals, software and related documentation, inventions, concepts, 
research or other information, originated or prepared by or for Vendor in contemplation of, or in 
the course of, or as a result of, Services performed hereunder ("Prepared Information"), shall 
be promptly fumished by Vendor to NWE in accordance with the terms of this Agreement or 
upon NWE's request. AI! such Prepared Information shall be the exclusive property of NWE 
and shall be deemed to be works for hire. Vendor hereby assigns to NWE all rights, title, and 
interest in and to such Prepared Information including rights to copyright in all copyright 
material and in and to all patents that may be issued thereon. All such Prepared Information 
shall be deemed proprietary information as defined herein. Neither party grants the other party 
any express or implied licenses under any patents, copyrights, trade secrets, trademarks, or 
other intellectual property rights, except to the extent necessary for each party to fulfill its 
obligations to the other under this Agreement. 

CONFIDENTIAUPROPRIETARY 3 
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9. Confidentiality and Conflicts of Interest 

9.1. Without limiting Vendor's obligations in 6.2 above, each Party agrees to hold in strict 
confidence and not disclose to any third party any proprietary documents, Prepared 
Information, or other information, data, findings, results, or recommendations deemed 
to be confidential by either Party or obtained or developed by Vendor in connection 
with the Services under this Agreement (collectively "Confidential Information"); 
provided, however, a party may disclose Confidential Information ("Disclosing Party") of 
the other party ("Non~Disclosing Party") to judicial, regulatory, or governmental entities 
after giving the other party reasonable notice prior to such disclosure. The Disclosing 
Party shall take all reasonable steps to protect the Confidential Information through 
protective orders or the equivalent prior to its actual disclosure. Confidential 
Information shall not include information which: (i) is or becomes publicly available 
without fault of the receiving party; (ii) is independently developed by the receiving 
party without use of or access to the Confidential Information; and (iii) was known to 
the receiving party prior to its receipt of the Confidential Information and is not subject 
to other restrictions on disclosure or use. 

9.2. In consideration of the mutual covenants contained in this Agreement, Vendor 
knowingly and voluntarily agrees that during the term of this Agreement, Vendor will 
not, except as otherwise expressly permitted herein, consult with, render services to, or 
become employed by any person or entity which was the subject or beneficiary of any 
Services Vendor provided to or on behalf of NWE pursuant to this Agreement. 

9.3. Vendor further warrants and agrees that it does not and will not have any conflicts of 
interest regarding the performance of services hereunder. 

10. Compensation 

10.1. NWE shall pay and Vendor shall accept, as full payment for all Services performed and 
all materials furnished, and for all costs and expenses incurred in the performance of 
the Services described herein, the sums specified in Exhibit B, Fee Schedule, attached 
hereto and incorporated herein by this reference. 

10.2. Progress payments will be made upon receipt and approval of Vendor's invoice for 
Services satisfactorily performed. 

10.3. All invoices shall reference NWE Agreement # CLM0002352 and Service Purchase 
Order # 402901 as well as name the individual identified below. The invoice shall 
provide such detail as to allow NWE to compute the amount due for Services 
performed and/or deliverable(s) provided. Vendor understands that its failure to follow 
this requirement may result in delayed payments by NWE. 

NorthWestern Corporation 
Attn: Accounts Payable - David Bausch 
40 East Broadway 
Butte, MT 59701 

10.4. If services not included within the original scope of work documents are requested by 
NWE, such additional services shall be agreed to in writing by both parties prior to 
commencement of the additional services. If requested by NWE, a lump sum amount, 
mutually agreeable to both parties, will be shown on the request for additional services. 
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10.5. In the event of a dispute regarding an invoice, NWE shall pay the undisputed amount 
to Vendor pursuant to the terms of the compensation schedule and NWE shall further 
notify Vendor of the amount(s) in dispute and the basis for the dispute. 

10.6. Vendor shall promptly pay when due all Vendor payrolls (including wages and taxes) 
related to its performance of the Services and shall promptly pay when due all costs for 
supplies and materials related to its performance of the Services. Vendor shall not file 
any lien, or permit any lien to be filed by any of its direct or indirect contractors or 
agents, with respect to any part of the Services or property of NWE. Upon NWE's 
request, Vendor shall furnish satisfactory evidence of payment of all wages, taxes, 
supplies and materials, and all other costs incurred in connection with the performance 
of the SeNices. 

11. Indemnification, Warranty. Liability, Release and Limitation of Liability 

11.1. Indemnity 

Except to the extent of NWE's negligence, Vendor shall indemnify NWE, its officers, 
directors and employees from any and all claims, demands, litigation, expenses or 
liabilities (including costs and attorney's fees through final appeal) of every kind and 
character arising from or incident to the performance of the Services by Vendor, its 
employees or subcontractors, including without limitation: all actions, suits, claims, 
demands or liability of any character Whatsoever, brought or asserted for injuries to or 
death of any person or persons, damages to property, contamination of or adverse 
effects on the environment, infringement of copyright, trademark, patent or other 
intellectual property rights, violation of federal, state or local governmental laws, 
regulations or ordinances, or other breach of legal duty arising from performance of the 
Services, the work products resulting from the Services and/or the use thereof, the 
presence of Vendor's employees or agents on NWE premises, or Vendor's breach of 
any term or obligation of this Agreement. Vendor's indemnification obligations shall 
include, but are not limited to indemnity for all direct, indirect, incidental, consequential, 
special, exemplary, or punitive damages and attorney's fees and costs. 

11.2. Warranty. 

11.2.1. Vendor warrants that any products, materials and/or services furnished by 
Vendor hereunder to NWE shall be delivered or performed free of any claim of any 
person by way of patent, trade secret, copyright, trademark infringement or any 
other proprietary right of any person. Vendor warrants and represents that: (i) 
Vendor has title to and is a lawful owner of all materials and supplies provided 
hereunder; (ii) such materials and supplies are free of any security interests, 
claims, liens or any other encumbrances whatsoever; (iii) Vendor has good right to 
assign, transfer and convey them; and (iv) Vendor will warrant and defend the title 
against all claims and demands of all persons. 

11.2.2. Unless otherwise provided in this Agreement, all materials and equipment 
furnished by Vendor and incorporated into any work under this Agreement shall be 
new and where not specified, of the most suitable grade of their respective kind for 
their intended use and all workmanship shall be acceptable to NWE. 

11.2.3. Vendor warrants all equipment, materials, labor and other work provided under 
this Agreement, except NWE furnished materials, equipment and labor, against 
defects and nonconformance in design, materials and workmanship for a period 
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beginning with the start of work and ending on the later of (a) one (1) year from 
and after final acceptance under this Agreement, regardless of whether the same 
were furnished or performed by Vendor or by any of its subcontractors, or (b) the 
date upon which NWE is required to warrant such work under any other 
agreements to which NWE is subject. Upon receipt of written notice from NWE, 
any such defect or nonconformance shall be promptly corrected at no cost to 
NWE. Vendor warrants such corrected work against defective and nonconforming 
design, materials and workmanship for a period of one (1) year from acceptance. 
If Vendor fails to promptly correct any defect or nonconformance, NWE shall have 
the right to have the correction made at Vendor's expense. 

11.2.4. The remedies provided herein shall be in addition to any other remedies that 
NWE may have under this Agreement or under applicable law. 

11.3. Liability, Release and Limitation of Liability. 

11.3.1. Upon acceptance of payment and other good and valuable consideration, 
Vendor hereby agrees to release and forever discharge NWE, its directors, 
officers, agents, servants and employees of and from any and all claims, demands, 
actions, causes of action, obligations, and liabilities of every kind and character 
whatsoever, in law or equity, which Vendor may have or assert against NWE, its 
directors, officers, agents, servants, and employees. 

11.3.2. NWE shall not be liable to Vendor for (i) damages in excess of the amount paid 
by NWE under this Agreement; or (ii) any indirect, incidental, consequential, 
special, exemplary Dr punitive damages arising from or related to this Agreement, 
its performance, enforcement, breach or termination, such as, but not limited to, 
loss of revenue, anticipated profits, or business. 

12. Insurance 

Without limiting any of Vendor's obligations hereunder, Vendor shall carry insurance coverage 
in accordance with the requirements stated in Exhibit X, Insurance Requirements of 
NorthWestern Energy, attached hereto and incorporated herein by reference. Before 
commencing any of the Services, Vendor shall deliver to NWE's Contract Administration 
Department in Butte, Montana, an insurance certificate evidencing the required coverage, limits 
and additional insured provisions as required by Exhibit Y, attached hereto and incorporated 
herein by reference. 

13. Independent Contractor 

It is specifically agreed and acknowledged that in the performance of the Services, Vendor 
is an independent contractor and not the employee, agent or representative of NWE. 

14. Labor Relations 

Vendor shall comply with all applicable federal, state and local statutes, regulations, and 
ordinances, concerning the employment of employees, working conditions, and payment of 
wages and benefits. 

15. Laws and Regulations 

15.1. Vendor shall comply fully with all appllcable workers' compensation requirements and 

CONFIDENTIAL/PROPRIETARY 6 



Docket D2012.5.49 
Data Request PSC-012a Attachment 

Page 7 of 34 CLM0002352 
NWE SPO #402901 

all other applicable federal, state and local laws, regulations, and ordinances. 

15.2. Vendor shall strictly comply with all applicable environmental laws and regulations. 

15.3. Vendor shall be responsible for payment of all taxes, assessments, and contributions, 
whether local, state, or federal in nature, in connection with the performance of the 
Services, including without limitation, contractors excise tax, and all sales and use tax 
with respect to labor and materials used to provide the Services, and all social.security, 
Medicare and Medicaid, unemployment insurance, and workers' compensation, and 
other payroll taxes required to be paid with respect to employees, representatives and 
direct and indirect agents of Vendor. Vendor shall hold NWE harmless from any and all 
liability on account of any such taxes or assessments. 

15.4. Vendor shall comply with the Americans With Disabilities Act and all Non
Discrimination, Affirmative Action and Utilization of Minority and Small Business 
Enterprises statutes, regulations, and ordinances. 

1 G. NWE'sRepresentative 

NWE's Representative for the purposes of this Agreement shall be David Bausch or such other 
person as NWE shall designate in writing. Whenever approval or authorization from or 
communication or submission to NWE is required by this Agreement, such communication or 
submission shall be directed to NWE Representative and approvals or authorizations shall be 
issued only by such representative, 

17. Access to Services 

NWE at all times shall have access to the Services whenever it is in progress, provided NWE 
shall not interfere with nor direct the Services. Any questions involving scope, method or 
performance of the Services shall be reviewed and resolved with NWE Representative. All field 
data and notes are the property of NWE. 

18. Safety 

18.1. NWE considers the safety and welfare of all persons, and the preservation of 
property, paramount in the conduct of business. 

18.2, Vendor shall comply with the Occupational Safety and Health Act of 1970, as 
amended, and all applicable laws, ordinances, rules and regulations bearing on the 
safety of persons or property or their protection from damage, injury or loss. 

18.3. Vendor shall take all necessary precautions in performing the work hereunder to 
prevent injury to persons or damage to property. 

18.4. Intellectual Property 

Whenever Vendor is required to use any design, device, material, or process covered by 
letiers, patent, trademark, or copyright, Vendor shall indemnify and save harmless NWE from 
any and all claims for infringement by reason of the use of such protected deSign, device, 
material or process in connection with the Agreement and shall indemnify NWE for any costs, 
expenses and damages which it may be obliged to pay by reason of such infringement at any 
time during the prosecution or after the completion of the Services; provided, however, that 
Vendor has no such liability for equipment, design, material or processes furnished by NWE, 
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19. Survival 

Each of the terms, conditions and obligations set forth in Sections 2, 6.2, 8, 9, 11 and 22, and 
each of Vendor's indemnification and warranty obligations set forth in this Agreement shall 
survive the termination or expiration of this Agreement for the maximum period allowed under 
applicable law. 

20. Examination of Vendor's Records 

20.1. Upon reasonable notice, NWE or its representative shall have the right to examine any 
books, records, or other documents of Vendor directly relating to the performance of 
the Services and the costs thereof. Such examination will occur during normal 
business hours; however, should an emergency situation exist, immediate access will 
be granted. 

20.2. Vendor shall cooperate in this effort and make employees, records and facilities 
reasonably available. NWE reserves the right to make extracts or copies of Vendor 
records, as NWE, in its sale discretion, deems necessary or desirable and at NWE's 
sale cost and expense. 

21. Assignment 

Vendor shall not assign this Agreement in whole or in part without the prior written consent of 
NWE, which consent shall not be unreasonably withheld. 

2.2. Disputes, Forum and Applicable Law 

22.1. This Agreement shall be governed in all respects by the laws of the State of Montana. 

22.2. Dispute Resolution 

22.2.1. When a Dispute has arisen and negotiations between the parties have reached 
an impasse, either party may give the other party written notice of the Dispute. In 
the event such notice is given, the parties shall attempt to resolve the Dispute 
promptly by negotiations between representatives who have authority to settle the 
controversy and who are at a higher level of management than the persons with 
direct responsibility for the matter. Within ten (10) days after delivery of the notice, 
the receiving party shall submit to the other a written response. Thereafter, the 
representatives shall confer in person or by telephone promptly to attempt to 
resolve the dispute. All reasonable requests for information made by one party to 
the other will be honored. 

22.2.2. If the dispute has not been resolved by negotiation between the representatives 
within thirty (30) days of the notice, or if the parties have failed to confer within 
twenty (20) days after delivery of the notice, the parties shall endeavor to settle the 
dispute by non-binding mediation. The mediation shall consist of both parties 
agreeing to one neutral mediator, providing the mediator with simultaneous, non
shared written position statements, and daylong mediation at the chosen 
mediator's desired location. 

22.2.3. Should the mediation not lead to settlement of the dispute, then either party may 
proceed to a court of competent jurisdiction. 
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22.2.4. All negotiations and proceedings pursuant to this process are confidential and 
shall be treated as compromise and settlement negotiations for purposes of 
applicable rules of evidence and any additional confidentiality protections provided 
by applicable law. 

22.3. Any action or proceeding seeking to enforce any provision of, or based on any right 
arising out of, this Agreement may be brought against either of the parties in the courts 
of the State of Montana, or, if it has or can acquire jurisdiction, in the United States 
District Court for the District of Montana and each of the parties consents to the 
jurisdiction of such courts (and of the appropriate appellate courts) in any such action 
or proceeding and waives any objection to venue laid therein. Process in any action or 
proceeding referred to in the preceding sentence may be served on either party 
anywhere in the world. 

23. Notices 

Notices required or permitted to be given under this Agreement will be in writing and deemed to 
be properly given if (a) delivered in person, (b) sent by facsimile with confirmation, (c) deposited 
in the United States mail with first class postage prepaid certified mail, return receipt requested, 
or (d) delivered by private, prepaid courier and addressed to the appropriate Party 
Representative at the address set forth below: 

SBW Consulting Incorporated 
2820 Northup Way, Suite 230 
Bellevue, WA 98004 
Attn: Michael Baker 
Phone: 425-827-0330, Ext. 217 
Fax: 425-822-8119 

24. Subcontractors 

NorthWestern Energy 
40 East Broadway 
Butte, MT 59701 
Attn: David Bausch 
Phone: 406-497-2322 
Fax: 406-497-2084 

Vendor may employ subcontractors to perform any work hereunder only with the prior written 
consent of NWE. Vendor shall be as fully responsible for the acts or omissions of any 
subcontractor as it is for its own acts or omissions. 

25. Headings 

The headings used in this Agreement are for convenience only and shall not be construed as a 
part of the Agreement or as a limitation on the scope of the particular paragraphs to which they 
refer. 

26. Waiver 

A waiver by NWE of any default or breach by Vendor of any covenants, terms or conditions of 
this Agreement shall not limit NWE's right to enforce such covenants, terms or conditions or to 
pursue NWE's rights in the event of any subsequent default or breach. 

27. Severability 

If any portion of this Agreement shall be held to be void or unenforceable, the balance thereof 
shall continue to be effective. 
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28. Binding Effect 

This Agreement shall be binding upon and shall inure to the benefit of the heirs, legal 
representatives, successors and assigns of the parties. 

29. Amendments 

This Agreement shall not be modified, amended or changed in any respect except by a written 
document signed by all parties. 

30. Counterparts; Copies 

This Agreement may be executed in counterparts, which together shall constitute one 
instrument. Copies of this fully executed instrument shall have the same force and effect as the 
original. 

31. No Third Party Beneficiary 

This Agreement is for the exclusive benefit of the parties and shall not constitute a third party 
beneficiary agreement and shall not be relied upon or enforced by a third party. 

32. Authority 

Each party represents that it has full power and authority to enter into and perform this 
Agreement and the person signing this Agreement on behalf of each party has been properly 
authorized and empowered to sign this Agreement. 

33. Integration 

This Agreement constitutes the entire agreement of the parties. Covenants or representations 
not contained or incorporated therein shall not be binding upon the parties. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement (reference NWE 
Agreement CLM0002352) to be executed in duplicate the day and year first above written. 

NorthWestern Corporatio 
NorthWestern Ene 

Ib/af SSW Consulting, Incorporated 
(Vendor) 

( WE) 

By: ----~~~74.~~~--------- By: ~ k)~ 

Print Name: Print Name J;;>e>1.~. -Id frCJLn 

Title: ~ p: J J.ye.gs arq: .. 
Date: \9(~] [S>,Q\! Date 

I I. ' 
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Exhibit A 

To the Agreement 

Between 

NorthWestern Energy 

And 

SSW Consulting, Incorporated 

Description of Services 

SPO #402901 

This exhibit presents the Contractor's statement of work for the performing a DSM Program 
Evaluation Study for the NWE electric and natural gas conservation programs. The DSM 
Program Evaluation will consist of six main tasks as follows: 

1. TASK 1: DSM EVALUATION PLAN ............................................................................................... 1 

2. TASK 2: PROJECT MANAGEMENT ............................................................................................... 4 

3. TASK 3: PROGRAM PROCESS EVALUATION ................................................................................. 4 

4. TASK 4: DSM PROGRAM IMPACT EVALUATION ............................................................................ 8 

5. TASK 5: DSM PROGRAM ECONOMIC ANALYSIS ......................................................................... 15 

6. TASK 6: DSM PROGRAM EVALUATION FINAL REPORT ............................................................... 15 

These main tasks are further described as: 

Task 1: DSM Evaluation Plan 

The objective of this task is to finalize the DSM evaluation plan that will guide all aspects of this 
study. The first step in preparing this plan is to develop a full understanding of the programs 
that have been operated by NWE since 2007. NWE will provide the contractor with all program 
tracking data that supports NWE's savings claim since the beginning of 2007. These data may 
originate from a number of database systems. Contractor will be responsible for consolidating 
the critical pieces of tracking information in a single, standardized data base that will allow for 
analysis needed to formulate the evaluation plan and select the required samples of 
participants and trade aHies. NWE will provide all materials and documents used since 2007 in 
the marketing, promotions, service delivery, and quality control of all programs. Contractor may 
conduct preliminary interviews with key staff responsible for various programs to clarify any 
major questions about program operations. 

Contractor will prepare for and conduct a kick-off meeting with NWE evaluation and program 
staff. Key staff from the contractor's team will attend the kick-off meeting in-person at NWE 
offices. At this meeting contractor will present an outline of the evaluation plan. Table 1 
presents the preliminary sample plan which will be finalized under Task 1 and is the basis for 
the study budget presented in Exhibit-B. The first-year savings site visit and the participant end 
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user sample sizes shown in Table 1 designed to achieve 90/10 precision for individual 
programs. 

Table 1: Preliminary Sample Plan 

Population Impact Process 
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De ivery Method! Study Domain 
Audit 

E+ Building Blocks Pliot Program 145 145 1.0 46 46 55 
E+ Energv Audit forthe Home OT Business 

Home 18,770 6,708 1.0 186 66 45 80 
Busmess 1,466 589 1.0 150 60 72 

E+ Energv Audit forthe Home or Bu,iness (Gas) 
Home 15,006 6,'>77 1.0 151 66 45 80 

Mass Distribution! UghHng Programs 
CFUn-store Coupons fA] 

~. 

CFL Upstream BuV-Down NA IAJ 
" .: 

CFLDistrlbution.t Events NA [AJ 
Rebate and Direct Install NA 

Existing Nonresidenti.1 67 
E+ Commercial lighting Rebate Program 1,561 808 0.4 48 25 
E+ Commercial Existing ElectricSavings Program 10 10 0.8 7 7 5 
E+ Commercial Natural Gas Savings Program (Existing) 202 179 0.4 Z2 ZO 49 : 
Vending Miser 43 25 1.0 31 18 22 .' 
E+ Irrigation Program 8 0.9 6 6 8.::·.··:' 

..... 

8- Electric Motor Rebate Program 11 3 1.0 11 3 3 3 : 
E+ Electric Motor Rewind Program 1 1.0 1 1 1: 

New Nonresidential 30 
E+Commercial New Construction ElectricSavings Program 0.4 [S] 
E+ Commercial Natural Gas Savings Program (New 31 19 0.6 14 15· 

Existing Residential 67 
E+ Residential ElectrlcSavings Program 160 42 0.8 79 21 4 26, 

E+ Residential Existing Gas Savings Rebate Program 47,794 24,629 0.8 104 53 67 i 
E+ Free Weatherization Program & Fuel switch 3,897 [AJ 
DEQ Appliance Reb.te Program 15,3Z0 15,320 1.0 67 67 80 
low Income Appliance Replacement 122 [AJ 
ReSidential eFL Direct Install 16,042 4,821 1.0 220 66 8 
Residential CFL Mall-in 3,831 91Z 1.0 26Z 62 8 43 75 
Residential CFLMall-out 15,217 4,252 1.0 236 66 8 45 79 

New Residential 30 
E+ Residential New Construction Program (Electric) 96 96 O.B 32 32 39 
E+ Residential New Construction Rebate Program (Gas) 101 87 O.B 35 30 38 
E+ New Homes Program (Electric) ZOI 100 0.8 65 32 2 40 

CU5tom Incentives 
E+ Business Partners Program 105 52 0.5 30 15 5 1 7 29 . .... 30 
E+ Irrigation 36 18 0.6 17 9 3 14 

Renewable Energy 
E+ Renewable Energv Program - Residential 124 180 0.8 27 39 8 47 
E+ Renewable Energy Program - Non-Residential 370 65 0.8 150 26 5 32, 

Training 
Various Traininll Programs NA (A) 30 

Northwest Energy Efficiency Alliance (NEEA) 
Various NEEA Initiatives NA [A) 

Total Sam ie 1.999 845 89 44 208 1,022 255 254 
Notes 
A. Unit costs notapplicable. Evaluation costforihis domain covered in project fixed costs. 
B. No activity until 2011. 

The different impact and process samples will be implemented as follows 
• File Review. This is the largest sample. It will directly represent all five years of program 
activity. All other partiCipant data collection is for a sub-sample of the file reviews. These 
reviews will support both process and impact analyses. Accuracy and completeness of 
program applications and related documentation will be noted in these reviews and used in the 
process analyses. Quantity of installed units, classification of units and aSSigned unit energy 
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savings will be reviewed for consistency with the program tracking database and potentially 
modified. 

• 
• First-Year Savings Site Visit. Site visits will be sampled from measures installed in 2010 
and 2011. This sub-sample will be drawn from respondents to the participant end user surveys 
who express willingness to allow on-site inspection. . 
• Persistence. A separate sub-sample will be drawn from the oldest installations, 2007. This 
will allow investigation, via site inspection and discussions with building operators or occupants, 
changes that have occurred since installation that affect energy savings and may form the basis 
for adjustments to measure life. 

• 
• Install vs. Rebate Date. This data collection is completed for a sub-sample of the first-year 
site visits. Information will be obtained on the date of installation and the date rebates are paid. 
This data along with analyses of the entire program tracking database will be used to determine 
the likely impact of claiming savings on the installation date. 

• 
• Metering. Metering will be performed on an as-needed basis on selected sites within in the 
first-year site visits. Metering may be accomplished by installation of short-term measurement 
instruments or by obtaining relevant trend logs from customer control systems. 

• 
• Participating End Users. Surveys with participating end users will be limited to 
participation during 2010 and 2011. 

• 
• Participating Trade Allies. The trade allies will be grouped by type and then sampled. For 
example, trade allies cited in the program tracking data that are home builders or provide 
irrigation system improvements. Samples will be drawn that are representative of each type 
and then data collected from them to support the process evaluation. The total sample size for 
trade ally data collection is shown at the bottom of Table 1. 

• 
Ii Non-Participants. Non-participant samples will either be drawn from NWE customer 
records or from the McGraw Hill Dodge reports for new construction data. These samples will 
be organized by delivery method. Table 1 shows the expected sample size for each method. 
Data collected from these samples, combined with NWE program tracking data will be the basis 
for the program economic analysis. Two critical parameters of the economic analysis are 
measure life and incremental measure cost. These data are available for all measure savings 
claims and will be provided as part of the program tracking data. Contractor will be responsible 
for critical review of these data. 

Based on our analysis of the program tracking data, review of program documents and 
preliminary discussions with NWE staff contractor will develop a draft final sample design for 
this study. This sample design along with details concerning the data collection and analysis 
methodology for each delivery method and study domain will be presented to NWE evaluation, 
program and planning staff. Alternatives and refinements will be discussed during the meeting 
and a plan resolved that everyone agrees will meet NWE's goals and objectives for this study. 
As needed, NWE will allocate portions of the contingency budget show in Exhibit - B to 
accommodate changes from the sample sizes shown in Table -i. 

Contractor will develop an evaluation plan. This plan will describe the sample design, data 
collection methods, gross and net savings estimation procedures, process for developing 
program and portfolio level savings and economic analysis results by study domain and 
reporting period. The plan will outline the structure of all reporting and database products of the 
research, including those that comply with Exhibit - D. The plan will also provid.e a forecast of 
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milestone dates and logistical strategies for accomplishing the entire study within the timeframe 
and resources determined by NWE. A draft of the plan will be submitted for review and 
comment by NWE. A final wi![ be issued shortly afterwards that reflects NWE's comments and 
suggestions. 

Task 2: Project Management 

The contractor's project management and quality control strategy will consist of four parts: 

• Accessible senior management team with clear lines of authority. Michael Baker, SBW Vice 
President, will be the project manager. He will be the first line of daily contact between NWE 
and the contractor study team. He will be the technical lead for sampling and data 
management. Mr. Baker will be supported by two senior managers. Dr. Marjorie McRae, 
Principal with Research Into Action, will have responsibility for the process evaluation. Marc 
Schuldt, SSW's President will be responsible for all site-specific engineering analysis. 

• Weekly conference call. Contractor will meet by phone with appropriate NWE staff on a 
regularly-scheduled weekly basis. This will allow for timely status reporting and collaborative 
planning and problem solving. Michael Baker will attend these meetings. Dr. McRae and Mr. 
Schuldt will be available to participate as needed. In addition to the weekly meetings, the 
contractor will also prepare monthly status reports. 

• Peer review on all engineering work. Four senior engineers will be part of the contractor 
team: Bing Tso, Jeffrey Romberger, Lynn Qualmann and John McBride (New Horizon 
Technologies (NHT) - Energy Systems). Work performed at each sample site by other 
members of the team will be reviewed by one of these senior engineers. Tso, Romberger and 
Qualmann will focus on efficiency measure sites. McBride will be responsible for all renewable 
energy site quality control. In addition, any sites that require metering will be supervised by 
Robert L. Miller (NHT-Energy Systems), a Montana Licensed Professional Engineer. 

• Specialized supervision for process data collection and analysis. Research Into Action will 
provide senior staff to oversee separate portions of the process data collection and analysis 
activities: Mr. Robert Scholl, Senior Project Analyst and Ms. Susan Lutzenhiser, Senior 
Project Analyst. Mr. Jun Suzuki, Senior Project Analyst, will be the day-to-day manager for 
survey implementation. 

Task 3: Program Process Evaluation 

The contractor will complete the process evaluation as described below. 

Process Evaluation Objectives 

Table 2 shows the primary process evaluation objectives and the sources of information the 
contractor will use to address each objective. An "S" in a cell indicates the source will provide 
secondary or supporting information. 
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Table 2: Information Sources to Be Used to Meet Process Evaluation Objectives 

Information Sources 

Interview Surveys 
s 

Objective-
c 

:0:;; 

To Assess: (J) 
c) OJ ml/) 

Program Documents eel/) c. ... .... ;; I!! .. ,~ '(3 cu 0 ...... CI:I G.l ra·=·- E 
(,) ,90 E .S- <t i.e C/S~ (,) 0 (,) cu CI) lI: ...... .- .... ,- "C c.::s 

ra C t::CI)1: ro C u .... 0 ctl ::s ct! ... 0 cnu D.(.)D.)-ZC) 

Appropriateness of design and Descriptions; design ../ ../ ./ ./ 

participation procedures docs; process 
descriptions; flow charts; 

application forms 

Appropriateness of application and ../ ../ 

payment processing activities (e,g" 
ease of use, cycle time) 

Accuracy, consistency, completeness Participant program 
of program records records 

Barriers to participation ../ ../ S ./ 

Effectiveness of incentives in Incentives rationale (e.g. S ../ ../ ./ 

motivating action % buy down) 

Effectiveness of marketing and Marketing materials ../ ./ ../ ../ 

promotional efforts 

Participant satisfaction with programs S ../ ./ 

Opportunities for process ../ ../ ./ S 
improvement 

Effectiveness of internal ../ S S 
communication 

Comparison to best practices All documents ../ 

Obtain data for assessment of free ./ ../ ../ 

riders, free drivers, and 
spillover/leakage 

Obtain data for assessment of 
savings persistence 

Process Evaluation Tasks 

The basic process evaluation tasks are: (a) design data collection instruments and samples; (b) 
collect data;. and (c) analyze data, 
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Create Data Collection instruments and Samples 

Contractor will design five or more in-depth interview guides for program staff and 
implementation contractors. The interview guides will be tailored using skip patterns to each 
type of respondent. The interview guides will gather data sufficient to address the objectives in 
Table 2. The contractor will explore with each contact, as appropriate, their role and activities, 
program processes (from outreach and marketing to application processing to data tracking to 
internal communications), program strengths and successes, and opportunities for program 
improvement. Questions will be included that assess consistency with efficiency program best 
practices. 

Contractor will design survey instruments for participating customers that are tailored to each of 
the program delivery methods. Survey designs will also be tailored to accommodate different 
types of nonparticipating customers and trade allies. The surveys will be tailored using skip 
patterns to address issues specific to the programs and sub-programs that contacts 
participated in. Each of the surveys will include questions seeking demographic/firmographic 
information from the contacts, so that contractor will be able to briefly characterize each group. 
The surveys will gather data sufficient to address the objectives in Table 2. 

Contractor will ask participating customers and trade allies about their activities in the program, 
their program experiences, elements of satisfaction and dissatisfaction, suggestions for 

. program improvement, awareness of the array of NorthWestern Energy's DSM incentives and 
assistance, and extent to which they repeatedly participate in programs at each opportunity. 
The questions will address free ridership, free drivers, and leakage. Contractor will calculate 
free rider, free driver and leakage values from the participating customers. 

All surveys of program participants (customers and trade allies) will include questions such as 
the following: 

• How did the respondent first learn of the program? 

• Did the respondent access NorthWestern Energy's Web site for program information? Did 
the respondent print program application materials from the Web site? 

• How clear was the program information presented to the respondent in terms of application 
process, program steps, incentive payments, any approval or verification requirements, and 
whom to contact with a question or concern? 

• How satisfied were respondents with application processes, program steps, timeliness of 
Incentive payments, timeliness and ease of any approval or verification reqUirements, and 
with responses received when they contacted a program representative with questions or 
concerns? 

• What was their use of, and experience with, the NorthWestern Energy DSM program web 
pages? 

• What motivated respondents to participate? What is the effectiveness of program incentives 
and rebates? 

• What hesitations, if any, did they have when considering participation? 

• What problems, if any, did they encounter while participating? 
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• [For trade allies only] What are the benefits of preferred contractor status? What are 
training levels, and effectiveness and overall satisfaction with program-sponsored 
training(s)? 

• What recommendations might they offer for improving the programs? 

Contractor will ask of nonparticipating customers their awareness of the array of NorthWestern 
Energy's DSM incentives and assistance; the extent to which they have purchased equipment 
for which NorthWestern Energy offers assistance and whether they believe that equipment to 
be energy efficient; extent to which they have purchased CFLs, location of purchase (to 
determine if part of the mass distributron activities, for the free driver estimate), and their 
awareness of NorthWestern Energy's promotion of CFLs; whether they have considered 
participating and, if so, why they did not participate; sources of information they turn to for 
assessing energy and equipment options; demographic/firmographic information; and similar 
items. 

As with the in-depth interview guides, there will be questions in common across the surveys 50 

that contractor can obtain information on topics across contacts and programs, enabling the 
development of both program-specific and portfolio-level findings, conclusions, and 
recom mendations. 

The surveys will comprise primarily closed-ended questions. An exception to this is the survey 
for the Renewable Energy Program, for which a number of open-ended questions will be 
necessary to understand the experiences of participants with diverse projects. 

Contractor will submit draft interview guides and surveys for review by NorthWestern Energy. 
Contractor will also submit for approval the scripts in any emaHs which will be sent to solicit on
line survey completion. 

The DSM evaluation plan will contain the final sampling plan for the process evaluation surveys 
with customers and trade allies. In this task, the samples will be prepared to support the survey 
process. The contractor's impact team will draw the samples for the nested process/impact 
sample. The process team will develop call lists from the samples. The process team will also 
acquire any business listings contractor need to purchase to augment NorthWestern Energy's 
program data, such as for residential home builders, commercial new construction projects, and 
the Builder Operator Certification (BOC) target market (for nonparticipating building operators). 
Data purchased will remain the property of NWE. 

Collect Interview and Survey Data 

Research Into Action staff will conduct all of the in-depth interviews and any participant and 
nonparticipant surveys with small samples. Each interview contact will be called to schedule a 
convenient time for the call. Data will be obtained in the in-depth interviews by taking detailed 
notes and typically audio recording. Contractor will use Qualtrix, web-based survey software, to 
administer telephone surveys and implement our web surveys. For larger surveys contractor will 
use a full-service market research firm. 

Analyze Data 

Contractor will clean and analyze quantitative data from all participant and nonparticipant 
surveys using the Statistical Package for Social Sciences (SPSS) and MS Office Excel to code 
verbatim responses, and NVIVOTM qualitative analysis software to code and assist in analysis 
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of qualitative interview data. 

The analysis will be conducted in four steps. 

1) Analyze quantitative survey results: A conservative statistical analysis approach will be used, 
making sure that the data match the statistics applied to them as well as possible. As 
appropriate, frequencies and cross-tabulations, analysis of variance and linear regression will 
be prepared. Analyses will be conducted for individual programs, sub-programs and at the 
portfolio level, with findings, conclusions, and recommendations drawn. 
2) Analyze the qualitative interview results: Interview findings will be coded using NVIVOTM 
qualitative analysis software. The analysis will identify common themes across multiple 
resporidents, determining the number of contacts endorsing a theme and whether particular 
perspectives are endorsed by specific groups. 
3) Draw comparisons between the best practice results and North Westem Energy programs. 
Interview and survey questions will seek information on program practices related to the best 
practices elements identified for each program. The interview and survey findings will be 
analyzed to determine the extent to which the NorthWestern Energy practices conform to the 
practices identified in the National Energy Efficiency Best Practices Study 
(www.eebestpractices.com. sponsored by the California Public Utilities Commission) and by 
the practices of utilities and program administrators that NorthWestern Energy agrees provide 
appropriate points of comparison. Care will be' taken to assure that the practices identified as 
"best" for the comparison with NorthWestern Energy's programs are appropriate to its service 
territory, which has unique population and geographic characteristics. This assessment will be 
conducted for each program. 
4) Analyze program records for accuracy, consistency, and completeness. This activity will be 
conducted by the impact team coincident with their activities to draw the samples, and 
augmented with data collected and analyzed by the process team. Sampled projects will be 
checked for completed program application forms and projects. Data anomalies and areas for 
data collection improvement will be identified. Contractor will identify - from review of program 
records and process interviews and surveys -·areas where excess, unnecessary, or duplicative 
data collection is occurring. 
Task 4: DSM Program Impact EValuation 

Contractor will conduct the DSM program impact evaluation as follows. 

Sample Selection and Management 

Contractor will select samples in accordance with the DSM Evaluation Plan. SSW will be 
responsible for the sampling participant end users. Research Into Action staff will then 
complete end users surveys including, obtaining participant agreement for site visits. SSW will 
then deploy its engineering staff to complete site visits. 

First-Year Gross Savings 

File Review 

Samples will be drawn representing all study domains as deemed appropriate by SSW 
and agreed to by NWE. All sampled measures will be corrected for data entry errors. In 
addition, quantity of installed units, classification of units and assigned unit energy savings will 
be reviewed for consistency with the program tracking database and potentially modified. A 
corrected estimate of savings will be developed for all file review measures. Reasons for 
differences with the program tracking savings will be recorded. This analysis will be the basis 
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for a file review savings realization rate. This rate will subsequently be modified by the 
application of results from the first-year site visit samples. 

Review of Unit Energy Savings Measures 

NWE will provide all program materials relevant to the methods used within the utility to 
establish the unit energy savings (UES) values for the prescriptive measure savings claim. 
SSW will review these materials for up to 100 prescriptive measures (referred as priority 
measures) that are significant contributors to the savings claim to gain a thorough 
understanding of the basis for the values used. After reviewing all relevant program materials, 
SSW will have a series of meetings with NWE program staff to discuss the unit energy savings 
values in more depth and finalize the scope of the review effort. 

Contractor will examine relevant information from prior NorthWestern Energy studies, Regional 
Technical Forum (RTF), Northwest Energy Efficiency Alliance (NEEA) as appropriate, ENERGY 
STAR, and California Energy Commission Database for Energy Efficient Resources (DEER) for 
each of these measures, This will be supplemented by a web search for other relevant studies 
that have addressed these measures. Emphasis will .be placed on locating studies that were 
performed in the Pacific Northwest. Unit energy savings values that are found for each measure 
will be compared and contrasted, They will also be critiqued for their relevance to conditions 
that exist at NWE, SSW will formulate a written recommendation with all .supporting 
documentation to NWE for the most appropriate unit savings value, based upon the best 
available information. In some cases the basis for the recommendation will be an analysis of 
data collected during the site visit (see below). These recommendations will be submitted 10 the 
NWE project manager for review and comment. 

Direct and Indirect Savings from Audit Programs 

Direct and indirect savings will be investigated for NWE's audit programs. Direct savings are 
those associated with the measures installed during the audit. Indirect savings are associated 
with measures installed by the customer based on audit recommendations but for which the 
customer did not receive an incentive through any other NWE program, Methods used to 
evaluate savings for the measures installed during the on-site audits will be similar to those 
used to evaluate other prescriptive programs. 

SSW will review the savings calculation methods used by NWE to estimate the reported 
savings. For measures where the NWE methods are determined to be reasonable, contractor 
will recalculate savings using the as-built conditions observed during the site visit. For 
measures where theNWE method is not adequate, energy savings will be recalculated using 
more appropriate engineering techniques and SSW will fully support and document such cases. 
Realization rates will be calculated for all audit measures that were verified to be installed and 
operational during the site visit. To the extent possible, reasons for differences between the 
evaluated and reported savings will be documented. 

Mass Distribution (CFLs) 

Contractor will estimate savings for CFLs based on analyses completed under 4.2.2 arid 
supplemented, as appropriate, by slte visit, metering and end user survey (participant and non
participant) from this study. These data will allow for NWE-specific installation rates by room 
type for residential application and allocation of mass distribution sales between residential and 
non-residential uses, 
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Rebate 

Site visits will be performed on a representative sample of sites to verify measures installed 
under the program. The site visit will include confirmation that the program measures were 
installed, are operational and producing energy savings. Data will be collected as necessary to 
support a re~estimation of energy savings. In most cases this will include a verification of the 
installed counts for each prescriptive measure. For some sampled cases this will include one~ 
time and/or short term measurements of parameters relevant to the energy performance of the 
installed measures. In these cases the data collected during the site visit will be analyzed and 
incorporated into an estimation of the revised unit energy savings value discussed above. 
Evaluation energy savings will be calculated by multiplying the final unit energy savings value 
by the count observed during the site visit. Realization rates will be calculated for all measures 
as the ratio of evaluated savings to reported savings. To the extent possible, reasons for 
differences between the evaluated and reported savings will be documented. 

Custom Incentives 

NWE will provide project files for all sampled custom projects. This will include all supporting 
calculations in electronic format (including PDF of document scans). Contractor will review the 
descriptions for the installed measures and critique the engineering methods used by the third 
party consultants to prepare the custom calculations of energy savings. In cases where these 
engineering methods are not found to be reasonable, contractor will develop a more 
appropriate approach to estimating energy savings using standard engineering methods and 
will support (document) and defend its choice of any alternate methods. Contractor will review 
the appropriateness and application of simulation models by the consultants and provide 
recommendations concerning ways that the simulation modeling could be improved and will 
support (document) and defend its suggested improvements. 

Site visits will be performed on the sampled sites to verify measures installed under the 
program. The site visits will include confirmation that the program measures are installed, are 
operational and producing energy savings. Data will be collected as necessary to support the 
re-estimation of energy savings. In most cases this will include characteristics and operations 
data that is needed to support the selected evaluation savings calculation methods. For some 
sampled cases the data collection will include one-time and/or short terms measurements of 
parameters relevant to the energy performance of the installed measures. For measures where 
the NWE methods are determined to be reasonable, contractor will recalculate savings using 
the as~built .conditions observed during the site visit. For measures where the NWE method is 
not adequate, energy savings will be recalculated using the more appropriate standard 
engineering techniques and contractor will support (document) and defend its choice of any 
alternate methods. Realization rates will be calculated for all custom measures as the ratio of 
the evaluation savings to the reported savings. To the extent possible, reasons for differences 
between the evaluated and reported savings will be documented. 

Renewable Energy 

Files for each sampled renewable project will be reviewed and site visits will then be scheduled 
and conducted. 

For photovoltaic systems, the site visit data to be collected will include location, system type 
and capacity (kW) , panel, and inverter make and model, panel tilt and azimuth and presence of 
obstructions. Individual system peak demand reduction will be determined by comparing the 
actual nameplate rating of the installed equipment to the proposed equipment capacity. The 
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estimated annual energy production for each installation wlll be determined using the National 
Renewable Energy Laboratory (NREL) PVWATTS software. This calculated energy production 
for each site will be compared with NWE's reported energy production for each site to 
determine individual site energy realization rates. The PVWATTS software will also be used to 
estimate the capacity factor for each sampled system. The capacity factor is the ratio of the 
expected annual system output relative to what the system could have produced if it ran at full 
power for the entire year. 

For wind generation systems, the site visit data to be collected will include location, system 
type, capacity (kW) , turbine and inverter make and model, general topography description and 
turbine tower height. Individual system peak demand reduction will be determined by 
comparing the actual nameplate rating of the installed equipment to the proposed equipment 
capacity. The estimated annual energy production for each installation will be determined using 
NREL published wind resource maps and manufacturer's wind speed versus energy production 
data. This calculated energy production for each site will be compared with NWE's reported 
energy production for each site to determine individual site energy realization rates. The 
capacity factor will also be calculated, in a similar manner to the PV systems. 

E+ Free Weatherization 

Contractor will perform a desk top review for a sample of E+ Free Weatherization projects. The 
contractor will also review available and relevant prior evaluations for similar low-income 
weatherization program, including evaluations currently available through the Montana 
Department of Public Health and Human Services (MDPHHS), to derive unit energy savings 
which are appropriate to this participant population and consistent with NorthWestern Energy 
customer char~cteristics. These unit energy savings will be applied to the measures 
investigated in the desktop review to derive program savings. 

Training 

Contractor will analyze program tracking data that documents the registrations for all training 
programs. Relevant information gathered from registrants, such as the floor area of the 
buildings that they operate will be assessed. Contractor will also review prior evaluations of 
these training programs performed by NEEA and others and derive energy savings factors that 
can be applied to the registration data to estimate program savings. 

NEEA Initiatives 

Contractor will review the methodology used by NWE to develop their NEEA savings claims. It 
will include a review of spreadsheet summaries provided by NWE that document the 
methodology used to calculate the reported energy savings by measure for each program year. 
It will also include a review of NEEA spreadsheets documenting the reported energy savings for 
the entire NEEA territory and the savings attributed to NWE. 

NEEA regularly conducts independent evaluations of its initiatives. This study will also conduct 
detailed reviews of the NEEA evaluations that were performed during program cycles covered 
by the evaluation and relevant to savings claimed by NWE. The reviews will critique the 
methods used and results obtained by these evaluations and extract important information 
relevant to the application of these results to NWE savings. 

Based on the information gathered during the review of the NEEA programs and NWE 
methods, realization rates will be calculated for measures and for each program year. An 
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average realization rate will be calculated for the initiatives and applied to NWE-reported energy 
savings to determine an adjusted energy savings. All methods and results from the evaluation 
will be documented in the final report. 

Gross Savings Persistence 

The objective of the persistence review is to assess the claimed measures lives across the 
portfolio. SBW will do so by reviewing the collection of measure lives, identifying those with the 
most uncertainty, and then inspecting a sample of such measures from the 2007-08 program 
years to determine whether significant changes occurred at the project site to the conditions 
necessary for savings. SSW will then analyze these data and either confirm the program
assigned measure lives or develop revised measure lives as appropriate. 

Measure life review. SSW will examine the measure lives in the portfolio by measure and/or 
measure category. Contractor will look for areas of high uncertainty, such as instances where 
similar measures were assigned dramatically different measure lives, or where the values seem 
unusually high or low. To benchmark against national standards, this assessment will be 
informed by comparisons with measure lives developed by other states, utilities, and 
organizations-most notably, the Regional Technical Forum (RTF). 

Based on the measure life review, SBW and the NWE project manager will select a sample of 
measures within each priority group for additional data collection. These measures will come 
from the 2007-08 portfolios, as these older projects will have more time over which measure 
performance could have changed. 

Data collection. For each sampled measure, SSW will examine the project file and extract 
detailed measure information, particularly that which will help field investigators determine 
exactly where, when, and what got installed. Surveyors will also pay attention to key parameters 
that could affect the realized savings, such as facility schedules and uses. 

The investigator will contact project site personnel to schedule a site visit to inspect the 
condition and functionality of equipment and systems associated with the sampled measure. At 
this time, (s)he may ask screening questions to check for changes major enough to obviate the 
need for a site inspection, such as a facility being closed permanently or demolished. 

The investigator will (1) visually verify the presence and function of the measure, and (2) 
interview building staff about measure performance or modifications made since 
implementation. In cases where a measure is partially functioning, contractor will perform a 
qualitative assessment, based on the evidence at hand, of how much savings is still being 
realized (possible choices may be "all savings are persisting," "some savings are persisting," or 
"most savings have not persisted."). The investigator will document the site inspection findings 
for each measure in a standardized format. 

Analysis. Once all field data collection is complete, SSW will aggregate the data in a master 
matrix and perform quality control checks. Contractor will then assess the evidence for each 
priority measure and determine if the corresponding measure life should be updated. For 
example, if a certain measure has a claimed life of 20 years, but contractor find that for a 
sample of such measures installed four to five years ago have already had a majority fail, then 
contractor would recommend downgrading the Effective Useful Life (EUL). 
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Free riders / Drivers. Spillover and Leakage 

To estimate free ridership rates, contractor will use a self-report method through surveys with a 
statistically valid sample of participants. The self-report method asks participants a series of 
carefully constructed survey questions to learn what the participants would have done in the 
absence of the program. Responses to the survey questions will be used to construct a free 
ridership rate for each participant/site in the evaluation sample. 
Attribution (the extent to which the program can be .attributed with inducing the efficiency action, 
the converse of which is free ridership) will be assessed using a brief instrument that assesses 
two components of free ridership: 1) intention to carry out the energy-efficient project without 
program funds; and 2) influence of the program in the decision to carry out the energy-efficient 
project. Contractor assesses intention through three brief questions: 

• Had the respondent ever considered replacing the measure in question before being 
contacted by the program? 

• Had the respondent planned to replace the measure in question before being contacted by 
the program? 

• How the project likely would have differed if the respondent had not received the program 
incentive, from no change (would have done the project exactly as it was done), to reduced 
project scope or size, or used less expensive or efficient equipment, to cancelled the project 
altogether. 

Program influence will be assessed by asking the respondent how much influence - from "1" 
(no influence) to "5" (great influence) - the program incentive, the assessment, and the 
respondent's interaction with the contractor had on the decision to do the project the way it was 
done. 

Free drivers and leakage will be assessed using the self-report method, as well as on-site 
verification of free driver installations. For all reported free driver actions, contractor will ask the 
extent to which NorthWestern DSM activities - its rebate programs, advertising, website, call 
center, audits, et cetera - have influenced them to undertake the efficiency action outside of the 
program. For leakage, the contractor will ask participants where the equipment was initially 
installed and whether it has been subsequently moved to a new location. 

For each program, the program-specific net-to-gross ratio is calculated from the program
specific weighted average inverse free ridership score (that is, 1 - FR, weighted by project 
savings), plus additional savings from free drivers, minus savings lost to leakage, where the 
free driver and leakage terms are expressed as proportions of program savings. 

Install VS. Rebate Date 

During the file revlew task, SBW will examine the project file information provided by NWE and 
extract information relevant to the downstream analyses. For the sampled cases that address 
the lag in claimed savings, the file review will include verification of the paid date that is 
recorded in the project tracking data. It will also include extracting file information related to the 
date that the measure (or measures) was installed. This information may be obtained or 
estimated from project invoices, inspection reports or other communications and documentation 
in the project file. 
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Based on the information found in each file, contractor will determine an appropriate installation 
date for each measure. If the available docwmentation provides conflicting information on 
installation date, contractor will careful review each relevant document and use our best 
judgment to estimate installation dates. In some cases the estimate will be a month and year 
rather than a specific day. 

If no installation date data is provided in the project file, the contractor will make additional 
inquiries regarding the installation date during the site visit with site staff that is most 
knowledgeable about the installation date. For cases where the customer can not estimate the 
installation date or there is a lot of uncertainty surrounding their estimate, the contractor will do 
additional investigation, on a case-by-case basis. This might include interviews with other 
customer staff; interviews with the installation contractor(s) or equipment suppliers; or further 
investigation of documentation in the files that might lead to an installation date. 
After" best estimates of installation dates are obtained for measures in each sampled project, 
the contractor will compute the difference between the installation date and the verified paid 
date. This difference (expressed in fractional months or years) will be the lag in the claim of 
energy savings. For sites with multiple measures, an average lag time will be computed for the 
project, which is weighted by the relative savings of each installed measure. The site level lag 
time will be the basis for a correction to the claimed savings for each sampled case. 

Estimation of Program-Level Impacts 

In developing program-level estimates, a uniform approach will be used for all study domains 
that involve site and measure specific savings claims. These will all be based on random 
samples of measure installations at specific end user sites. Some samples may be stratified by 
ex ante savings or other parameters to increase sampling efficiency. In those cases, sample 
weights will be computed to account for the disproportional probability of selection across the 
strata. In some cases, the sample design may be simple random and thus they will be self
weighting. The population estimate will proceed in three stages: 

• File review. Various adjustments will be applied to the claim savings based on an 
engineering review of file review sample. This will create new savings estimates for each 
sampled case along with a file review realization rate. Two estimates of file review program 
savings will be prepared. One will be based on an extrapolation of the realization rate. The 
other will be based on direct estimate of mean savings by strata and domain. The actual 
precision of the program-level estimates will be computed for both methods. 

• Site visit. Additional site-specific data collection will be performed, tailored to the measures 
and delivery methods of each domain. These samples will directly represent 2010 and 2011 
installations, but should be the best available indicators of first-year gross savings for the five 
year program cycle .. Gross savings estimates for this sub-sample will be prepared, which can 
be used in estimating strata and study domain means and realization rates. These will be 
applied to the file review results to achieve a combined estimate of savings with both file review 
and site visit engineering adjustments. Again, achieved precision will be computed for both 
mean savings and based on realization rates. 

• Participant survey net savings parameters. Research Into Action will develop per
participant free rider estimates for each sampled 2010 and 2011 participant. These will be 
treated in a fashion similar to the site visit sample and will be applied to all years of the program 
cycle as they will be the best available measurement of free-ridership. Similarly, they will 
estimate free-drivers, spillover and leakage rates. All of these net parametric estimates will be 
applied to the site visit adjusted gross results to estimate various versions of net savings. 
Achieved precision will be computed for each version of the net savings estimates. 
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Other appropriate methods will be applied to study domains in delivery methods that do not 
involve site and measure specific ex ante claims. 
Task 5: DSM Program Economic Analysis 

The objective of this task is to apply various economic tests to the savings achieved by each 
study domain and for the portfolio as a whole. These tests will measure cost-effectiveness of 
each delivery method and program combination from the economic perspective of three 
entities: utility company, ratepayer, and society. Contractor will establish a transparent and 
accessible calculation system and implement these tests against the study findings and NWE 
program tracking savings claim by year and reporting period. The output of this system will be 
tables as shown in Appendix 1 of the RFP. This calculator will be developed in MS Excel so 
that it can easily be run by a variety of parties who may be involved in the PSC proceedings. 
The calculator will be designed to be fully transparent and in the public domain. 

The calculator will be developed and applied as follows: 

• Review NWE calculator. NWE's cost-effectiveness calculator will be reviewed and 
compared to the California Standard Practice Manual, the RTF ProCost model, and recently 
developed New York state procedures. Significant aspects of the NWE calculator that do not 
conform to national best practices or regional requirements will be identified. These issues will 
be discussed with NWE and agreement reached on appropriate changes to the NWE 
calculator. An evaluation calculator will be created by making these modifications to the NWE 
calculator, if necessary. 
• Obtain NWE economic inputs. NWE will provide various economic inputs that are outside 
the scope of this evaluation. Many of these will come from the review of the NWE calculator, 
such as the marginal values of energy over the forecast period. Other inputs are assumed to 
be available from the program tracking data, specifically measure life and incremental measure 
costs. Others inputs, such as the fixed cost of operating each DSM program, will be supplied 
by NWE. 
• Compute economics for ex ante claim. Contractor will populate the calculator with the 
published savings ex ante claims for each program. Runs will be made with these inputs to 
create baseline values for the economic test that will be compared to a number of scenarios for 
ex post updates. 
• Compute economics with ex post updates scenario. The first scenario will be based on 
program tracking data as delivered by NWE. Differences will probably be small, but if there are 
any, it will identify issues with data handling and NWE's summarization of the program tracking 
data. The next scenario will be based on the file review, applying either average realization 
rates or mean savings. Differences observed here may reflect problems with unit counts, the 
assignment of unit energy savings, or modifications to the unit energy savings. The next 
scenario will involve updates from the first-year site visit sample and associated metering. This 
will be followed by a series of scenarios that apply the results of the net impact estimates in 
Section 0 (free-riders, drivers, spillover and leakage). The final scenario will result from the 
gross savings persistence work. The results of this work may provide the basis for modifying 
measure life for selected measures. This series of scenarios will provide NWE both with the 
needed ex post estimate and a quantitative decomposition of the factors that cause the ex post 
to be different than the ex ante. 
Task 6: DSM Program Evaluation FinaJ Report 

Contractor will prepare a high quality, detailed and comprehensive report, including an 
executive summary, that describes and documents the data collected, methodology, 
calculations and findings of for each task in this study. The report will also provide clear, 
actionable recommendations concerning methods for improving program operations or 
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improving the estimation of program savings. The report will be designed to both satisfy NWE's 
internal requirements and to communicate clearly with the PSC and other external parties. The 
report will include an Excel workbook containing the information specified in Exhibit-D. The 
report will be submitted as a draft for review and comment by NWE. A final version will then be 
issued that reflects NWE's comments and suggestions. 

Contractor will make up to three in-person trips to Montana with appropriate staff for 
presentations to NWE staff, advisory groups, regulators and other parties of NWE's choosing. 
In addition, contractor will provide up to 40 hours of senior analyst time to formulate responses 
to data requests made at or following these presentations. 
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Exhibit B 

To the Agreement 

Between 

NorthWestern Energy 

And 

SBW Consulting, Incorporated 

Fee Schedule 

(1 page follows) 

+ 
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Exhibit C 

To the Agreement 

Between 

NorthWestern Energy 

And 

SBW Consulting, Incorporated 

Project Schedule 

SPO#402901 

The Gantt chart of the next page shows the schedule for this study. This schedule assumes 
that work starts December 12, 2011. Adjustments to this schedule may be made if they are 
mutually agreeable to NorthWestern Energy and the Contractor. 
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Exhibit D 

To the Agreement 

Between 

NorthWestern Energy 

And 

SSW Consulting, Incorporated 

Reporting Requirements 

Exhibit D specifies data tables that will be prepared as part of the final report. Exhibit D is 
contained in this inserted spreadsheet file. 

00fu~ 
~ 

Exhibit D - Reporting 
Requirements,xls 
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EXHIBIT X 
Insurance Requirements of NorthWestern Corporation 

d/b/a NorthWestern Energy 

SPO#402901 

1. Prior to commencement of performance under this Agreement, Vendor shall secure and 
maintain all insurance required as evidenced by Exhibit Y (enclosed herein). 

2. Vendor shall maintain in effect at all times during the performance of the work, insurance in 
accordance with the applicable laws relating to workers' compensation and employers' 
liability insurance, regardless of whether such coverage or insurance is mandatory or 
merely elective under the law. 

3. Insurance coverage and limits shall be at a level deemed appropriate by Company (as 
shown on Exhibit Y, enclosed herein) for the risks associated with the project contemplated 
by this Agreement. Required insurance coverages are to be purchased at Vendor's own 
expense. 

4. If the scope of work is significantly expanded, the Company reserves the right to increase 
the required coverage or require additional endorsements or policies of insurance. 

5. Vendor shaH notify the Company of any erosion of aggregate limits under any of the 
insurance policies, and if requested, purchase additional limits of coverage as may be 
deemed by the Company to satisfy Vendor's obligations under this Agreement. 

6. Vendor shall maintain such insurance in full force and effect at all times until: 

6.1. all the Vendor's obligations under this Agreement have been fully performed, all of the 
work has been accepted by NorthWestern Corporation, and all operations by the 
Vendor and its subcontractors and suppliers (including but not limited to removal of 
equipment and other property) on Dr about the site of the work have been concluded; 

6.2. in the instance of completed operations and products liability coverage, until the 
expiration of one (1) year after all Vendor's obligations under this Agreement have been 
fully performed; and 

6.3. in the instance of professional liability coverage, two (2) years from project completion 
or three (3) years from acceptance of the services. 

7. Vendor is obligated to ensure that any policies of insurance that Vendor carries as 
insurance against loss of or damage to Vendor's, subcontractors' and/or suppliers' property 
(including, but not limited to, tools, equipment, vehicles, watercraft and aircraft) or against 
liability for property damage or bodily injury (including death) shall: 

7.1. Be placed with such insurers having an A.M. Best rating· of A-VII or better (not 
applicable to Professional Liability). 

7.2. With the exception of workers' compensation and employers' liability 
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7.2.1. be endorsed to name NorthWestern Corporation as an additional insured with 
respect to any liabilities assumed under this Agreement; and 

7.2.2. apply severally and not collectively to each insured against whom claim is made 
or suit is brought, except that the inclusion of more than one insured shall not 
operate to increase the insurance company's limits of liability as set forth in the 
insurance policy. 

7.3. Include within automobile coverage(s), owned, non~owned, hired and borrowed 
vehicles. 

7.4. Be primary insurance with respect to the interest of the Company as additional insured 
and any insurance maintained by Company is excess and not contributory insurance 
with the insurance required hereunder. 

7.5. Include a waiver of the insurer's right of subrogation against NorthWestern Corporation. 
Vendor also hereby waives all rights of subrogation against NorthWestern Corporation. 

7.6. Provide that the policies will not be canceled or their limits or coverage reduced or 
restricted without endeavoring to provide at least thirty (30) days prior written notice to 
the Contract Administration Department, NorthWestern Energy, 40 East Broadway, 
Butte, Montana 59701. 

7.7. Company will look to Vendor and thereby Vendor's insurer for coverage for claims 
arising from the negligent acts or omissions of Vendor or any subcontractor/supplier of 
Vendor's choosing. 

8. Vendor shall instruct and require its insurance agentlbroker to complete and return an 
insurance certificate, in an ACORD form, as evidence that insurance policies providing the 
required coverage, limits and additional insured provisions and a copy of the policy 
endorsement under which NWE is named as Additional Insured as outlined within this 
Exhibit X are in full force and effect. Vendor shall be fully responsible for all deductibles and 
self-insured retentions related to insurance provided herein. 

Prior to commencement of work, the completed insurance certificate form and a copy of 
the policy endorsement is to be returned to the Contract Administration Department, 
NorthWestern Energy, 40 East Broadway, Butte, Montana 59701. 

9. The insurance requirements of this Agreement and acceptability to the Company of 
insurers and insurance to be maintained by Vendor, its subcontractors/suppliers, are not 
intended to and shall not in any manner limit or qualify the liabilities and obligations 
assumed by the insured under this Agreement. Vendor is fully and solely responsible for the 
level of insurance coverage it requires of its subcontractors and suppliers. Company will 
look to Vendor and thereby Vendor's insurer for coverage for claims arising from the 
negligent acts or omissions of Vendor or any subcontractor/supplier of Vendor's choosing. 
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EXHIBIT Y 
MINIMUM GENERAL REQUIREMENTS 

On an ACORD Form, please provide evidence of the following coverages: 

$1,000,000 General Liability 

$1,000,000 Automobile Liability 

$2,000,000 Professional Liability 

$2,000,000 Excess Liability 

Statutory Workers' Compensation 

NWE SPO #402901 

Employers' Liability - $500,000 each accident; $500,000 disease - policy limit; and 
$500,000 disease - each employee 

On the certificate, NorthWestern Corporation needs to be named as an additional insured with 
respect to automobile and general liability coverage, and requires a copy of the Additional 
Insured Endorsement. We will not accept the use of Endorsement - CG 2426 - Amendment of 
Insured Contract Definition. 
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NorthWestern Energy 
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Electric Tracker 

Montana Public Service Commission (PSC) 
Set 2 (006-013) 

Data Requests received July 13,2012 

Musselshell Wind Projects, NWE Small Generator Queue 
Autumn Mueller 

Please provide timelines specifying progress through the NWE Small Generator Queue for each 
of the Musselshell wind projects. 

RESPONSE: 

See attached. 
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NWE Transmission group has received three requests for interconnection for Musselshell: 

• Project #117 -Interconnection application for 20 MW interconnection submitted by Musselshell 
Wind Project, LLC on April 5, 2010 - NWE project name Musselshell Wind. 

• Project #118 -Interconnection application for 18.4 MW interconnection submitted by 
Musselshell Wind Project, LLC on May 5, 2010 - NWE project name Musselshell Wind 2. 

• Project #139 -Interconnection application for 9.2 MW interconnection submitted by 
Musselshell Wind Project Two, LLC on May 9, 2011- NWE project name Musselshell Wind 3. 

Project timelines: 

Musselshell project #117 
AprilS, 2010 -Interconnection Request received 
April 28, 2010 - Project Scoping Meeting held 
May 14, 2010 - Project withdrawn from interconnection queue per customer request 

Musselshell project #118 
May 5, 2010 -Interconnection Request received 
June 3, 2010 - Project Scoping Meeting held 
November 8, 2010 - NWE issued System Impact Study to customer 
November 16, 2010 - NWE held System Impact Study results meeting with customer 
February 24, 2011- NWE issued draft Facilities Study report to customer 
March 4, 2011- NWE held Facilities Study results meeting with customer 
March 29, 2011- NWE issued final Facilities Study report to customer 
April 7, 2011- NWE issued draft Small Generator Interconnection Agreement to customer 
June 6, 2011- Customer asked NWE to perform a Material Modification Review to 
determine if a reduction of the project size to 9.2 MW would be deemed a material 
modification. 
June 10, 2011- NWE communicated that a reduction to 9.2 MW would not be deemed a 
material modification. Customer was to communicate to NWE by June 17,2011 if they 
would like to proceed with this reduction in the project size. 
June 17, 2011- Small Generator Interconnection Agreement Negotiations Meeting held 
with customer. 
June 17, 2011- Customer requested to reduce project from 18.4 MW to 10 MW 
July 15, 2011- NWE issued revised draft Facilities Study with new project size 
September 8, 2011- NWE issued revised draft Small Generator Interconnection Agreement 
October 3, 2011- NWE issued revised draft Facilities Study, with revised turbine type, at 
customer's request 
November 4, 2011- NWE issued final Facilities Study report to customer 
November 4,2011- NWE issued revised draft Small Generator Interconnection Agreement 
to customer 
December 5,2011- NWE issued final Small Generator Interconnection Agreement to 
customer for execution 
December 9, 2011- Customer executed Small Generator Interconnection Agreement 
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December 21,2011- Customer requested yet another new turbine type for project 
December 28, 2011- Parties agreed to replace the page in the agreement with the turbine 
data, rather than issuing a new agreement for execution 
January 5, 2012 - NWE received letter of credit for project security, as required in 
milestones section of SGIA 
January 5, 2012 - NWE received authorization to proceed with design and procurement 
from customer, as required in milestones section of SGIA 
January 15, 2012 - NWE received authorization to proceed with construction from 
customer, as required in milestones section of SGIA 

Musselshell project #139 
May 9, 20ll-lnterconnection Request received 
June 6, 2011- Project Scoping Meeting held 
June 28, 2011- Customer requested to change project size from 9.2 MW to 10 MW 
July 12, 2011- NWE issued System Impact Study report to customer 
July 21, 2011- NWE held System Impact Study results meeting 
September 29, 2011- NWE issued draft Facilities Study report to customer 
October 6, 2011- NWE held Facilities Study results meeting 
November 1, 2011- NWE issued final Facilities Study report 
November 4,2011- NWE issued draft Small Generator Interconnection Agreement to 
customer 
December 5, 2011- NWE issued final Small Generator Interconnection Agreement to 
customer for execution 
December 9, 2011- Customer executed Small Generator Interconnection Agreement 
December 21, 2011- Customer requested a new turbine type for project 
December 28, 2011- Parties agreed to replace the page in the agreement with the turbine 
data, rather than issuing a new agreement for execution 
January 5, 2012 - NWE received letter of credit for project security, as required in 
milestones section of SGIA 
January 5, 2012 - NWE received authorization to proceed with design and procurement 
from customer, as required in milestones section of SGIA 
January 15, 2012 - NWE received authorization to proceed with construction from 
customer, as required in milestones section of SGIA 




