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NorthWestern Energy's Motion for Protective Order of Confidential 
Projections and Brief in Support 

NorthWestern Corporation d/b/a NorthWestern Energy ("NorthWestern"), 

submits to the Montana Public Service Commission ("Commission") this Motion for 

Protective Order and Brief in Support ("Motion"). NorthWestern moves the 

Commission, pursuant to ARM 38.2.5001 through 38.2.5030, for a protective order 

to govern the use and disclosure of the information identified herein. In support of 

its motion, NorthWestem files the Affidavit of Joel D. Cook ("Cook Aff."). 

I. Introduction 

On December 20,2013, NorthWestern filed its Application in the above-

captioned docket requesting various approvals necessary to effectuate the 

purchase and operation of PPL Montana, LLC's ("PPLM") hydroelectric facilities. 

On or about December 30, 2013, NorthWestern received data requests numbered 

PSC-001 through PSC-035 from Commission staff. In Data Request PSC-001, 

the Commission staff requested a copy of PPLM's Confidential Information 
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Memorandum ("CIM") referenced in NorthWestern's application and directed that if 

"a new Protective Order is necessary for this material" to "please provide, 

simultaneously with a Motion for Protective Order by the response deadline,1 a 

redacted copy of the CIM that includes that information for which protection is not 

sought." The CIM contains confidential projected information about PPL 

EnergyPlus, LLC's ("PPL EnergyPlus") Western Power Marketing business and 

PPL EnergyPlus' existing wholesale and retail marketing contracts. Therefore, 

consistent with the Commission staff's direction, NorthWestern hereby files a 

motion for protective order and brief in support and a redacted copy of the CIM.2 

Pursuant to ARM 38.2.5007, NorthWestern has considered that the 

Commission is a public agency and that there is a presumption of access to 

documents and information in the Commission's possession. NorthWestern 

understands that it has the burden of demonstrating that the identified information 

is confidential information and that it must, with this Motion, establish a prima facie 

showing of confidentiality, factually and legally, and make clear the basis for the 

claim of confidentiality. As explained and demonstrated herein, NorthWestern has 

overcome the presumption that the public should have unrestricted access to the 

identified information and has established a prima facie showing of confidentiality, 

both factually and legally. 

1 On January 6,2014, NorthWestern filed a Motion for Reconsideration or Extension of Time to 
Respond. On January 9,2014, the Commission passed a motion granting an extension. This 
Motion is timely under the extended deadline. 
2 Simultaneous with the filing of this Motion, NorthWestern is filing a second Motion for Protective 
Order regarding Confidential Information in the CIM with the Commission. The redacted copy of 
the CIM combines redactions identified in each motion to protect all information for which 
confidential treatment is being sought. 
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II. Contact Persons 

The contact persons regarding this motion and regarding the items to be 
protected are: 

AI Brogan 
NorthWestem Energy 
208 North Montana, Suite 205 
Helena, MT 59601 
Telephone: (406) 443-8903 
al.brogan@northwestern.com 

Sarah Norcott 
NorthWestern Energy 
208 North Montana, Suite 205 
Helena, MT 59601 
Telephone: (406) 443-8996 
sarah.norcott@northwestern.com 

III. Identification of Confidential Information 

The following is a complete and specific non-confidential identification, item 

by item or category of like items, of information for which protection is being 

sought: Confidential estimates and projected information in Figure 29, page 52 of 

the CIM that include details about PPL EnergyPlus' projected, future incremental 

prices and revenue, such as average peak prices for and streams of revenue from 

existing wholesale and retail contracts that NorthWestern will not be acquiring as 

part of NorthWestern's agreement to purchase the hydroelectric facilities of PPLM 

("Confidential Projections"). 

IV. Factual and Legal Basis for Protection 

In support of this motion for protection of the Confidential Projections listed 

above, a complete and specific factual basis, including thorough identification and 

explanation of specific facts, and a complete and specific legal basis and 

application of the law to facts follows. The Cook Aff. supports the facts and is 

attached as required by ARM 38.2.5007(3)(c). Joel Cook is a person qualified on 

the subject matter, and his affidavit supports the claims of confidentiality of the 

identified information. 
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A. The identified material is information. 

"Information" is defined to include "knowledge, observations, opinions, data, 

facts, and the like, whether recorded or communicated in writing, orally, 

electronically, or otherwise, and whether provided through pleadings, reports, 

exhibits, testimony, work papers, or similar items or attachments to such items, or 

in response to discovery, subpoena, order, audit, investigation, or other request." 

ARM 38.2.5001 (3). The Confidential Projections constitute material observations, 

data, and facts in the nature of projections formulated by PPL EnergyPlus staff 

and consultants as to PPL EnergyPlus' future financial results and condition with 

respect to existing wholesale and retail contracts. Cook Aff. 115. 

B. The identified information is secret. 

Section 69-3-105(2), MCA (2013), provides, "The commission may issue a 

protective order when necessary to preserve trade secrets, as defined in 30-14-

402, or other information that must be protected under law, as required to carry out 

its regulatory functions." Section 30-14-402, MCA (2013) defines a trade secret 

as: 

information or computer software, including a formula, pattern, compilation, 
program, device, method, technique, or process that: 

(a) derives independent economic value, actual or potential, from not 
being generally known to and not being readily ascertainable by proper 
means by other persons who can obtain economic value from its disclosure 
or use; and 

(b) is the subject of efforts that are reasonable under the 
circumstances to maintain its secrecy. 

The Confidential Projections are in fact secret. They were compiled strictly 

for the CIM and are not available in any public document. Cook Aff.116. The 

Confidential Projections are considered extremely sensitive and are required to be 
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kept secure, both physically and electronically, under the Information Security 

policies of PPL Corporation and PPL EnergyPlus. Id. mr 6-7. PPL EnergyPlus' 

wholesale and retail customers also generally require PPL EnergyPlus to protect 

the confidentiality of the type of information contained in the Confidential 

Projections. Id.,-r 7. Information supporting the CIM, including the Confidential 

Projections, was obtained by PPLM from PPL EnergyPlus and provided to 

NorthWestem only after NorthWestem entered into a confidentiality agreement 

whereby it agreed not to disclose any confidential information obtained from 

PPLM, including the Confidential Projections. Id. As such, NorthWestem is 

obligated to protect the Confidential Projections from public disclosure. 

There is independent economic value derived from the Confidential 

Projections being kept secret. As discussed in more detail in Section IV.E below, 

the Confidential Projections contain competitively sensitive and proprietary 

information that if released to the public could be used to the economic detriment 

of PPL EnergyPlus by competitors. Cook Aff. ,-r,-r 9-10. Disclosure of the 

Confidential Projections could also lessen competition in the market to the 

detriment of wholesale power customers and the retail customers they serve. Id. 

C. The identified information is subject to efforts reasonable under 
the circumstances to maintain its secrecy. 

Pursuant to the Information Security policies of PPL Corporation and PPL 

EnergyPlus, PPL employees are required to keep the type of information 

contained in the Confidential Projections secure. Cook Aff. ,-r 7. The Confidential 
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Projections are accessible only to designated employees on a need-to-know basis. 

Id. 

PPLM obtained the Confidential Projections in the CIM from PPL 

EnergyPlus and revealed the CIM and Confidential Projections to its advisers and 

to NorthWestern on the basis that the advisers and NorthWestern enter into a 

confidentiality agreement and agree not to disclose the Confidential Projections. 

Id. 

After issuance of a protective order from this Commission, PPL EnergyPlus 

and PPLM will maintain the secrecy of the Confidential Projections pursuant to 

their intemal controls and policies governing protection of confidential information. 

Id. NorthWestem is obligated to maintain the secrecy of the Confidential 

Projections pursuant to its confidentiality agreement. Id. Because the secrecy of 

the Confidential Projections will continue to be maintained, the Confidential 

Projections keep their status as trade secrets. See § 30-14-402(4), MCA. 

D. The identified information is not readily ascertainable by proper 
means. 

The Confidential Projections for which NorthWestern requests protected 

treatment are not within the public domain and are not readily ascertainable by any 

other person or entity. Cook Aff. ~ 8. No public documents exist which could 

reveal the information to be projected by any means whatsoever. Id. No one 

could reasonably ascertain this information through a public source. Id. 
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E. The identified information derives independent economic value 
from its secrecy or a competitive advantage is derived from its 
secrecy. 

ARM 38.2.5007(4)(b)(vi) states that the secret information must derive 

independent economic value or competitive advantage from its secrecy. As 

described by Mr. Cook, competitors could obtain economic advantage by 

disclosure of the Confidential Projections to the detriment of PPL EnergyPlus. The 

Confidential Projections provide significant insights regarding, inter alia, future 

average estimated prices; PPL EnergyPlus' future finaQcial position; PPL 

EnergyPlus' volumes committed for sale and available for sale in future years; and 

PPL EnergyPlus' future wholesale and retail pricing strategies for wholesale and 

retail sales. Cook Aff. ~ 9. The importance of maintaining the secrecy of the 

Confidential Projections will be magnified if the transaction at issue in 

NorthWestern's Application is approved and closes because PPL EnergyPlus will 

have significantly less supply available to market, while the public and competitors 

will potentially have access to significant information about PPL EnergyPlus' 

existing wholesale and retail contracts that are not being sold to NorthWestern. Id. 

If released publicly, the Confidential Projections may be used by PPL 

EnergyPlus' competitors, likely resulting in significant financial harm to PPL 

EnergyPlus by decreasing its future margins and revenues; potentially causing the 

increase of collateral or other credit that may be required by future counterparties; 

generally placing PPL EnergyPlus at an information disadvantage as compared to 

the competitors and customers it does business with and competes with every 

day; and harming the ability of PPL EnergyPlus to negotiate favorably with 

potential counterparties in future periods. Cook Aff. ~ 10. 
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V. Conclusion 

The Commission has previously protected forward-looking financial 

projections as trade secret. See In re NorthWestern Energy, Docket No. 

D2009.9,129, Order No, 70460 (Mar, 9, 2010): In re NorthWestern Energy, Docket 

No. D2007.7.82, Order No, 6852c (Apr. 10,2008), For all the reasons stated 

herein, NorthWestern respectfully requests the Commission grant this Motion for a 

Protective Order to govern the use and disclosure of the Confidential Projections. 

RESPECTFULLY SUBMITTED this1 oth day of January 2014 
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NORTHWESTERN ENERGY 

BY~ 
AI Brogan 
Sarah Norcott 
NorthWestern Energy 
Attorneys for NorthWestern Energy 
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AFFIDAVIT OF JOEL D. COOK 

COMMONWEALTH OF PENNSYLVANIA 

COUNTY OF LEHIGH 

) 
) SS. 
) 

Before me, the undersigned notary public, personally appeared Joel D. Cook, 2 North 
Ninth Street, Allentown, PA 18101 to me known or proven, who being duly sworn 
according to law, doth depose and say: 

1. I am Vice President - Retail Marketing and Western Trading of PPL 
EnergyPlus, LLC. My responsibilities include supervising all of PPL EnergyPlus, LLC 
("PPL EnergyPlus") Western wholesale and retail marketing activities as well as all of 
PPL EnergyPlus' Eastern retail marketing activities. 

2. On December 20,2013, NorthWestern Corporation, d/b/a NorthWestern 
Energy ("NorthWestern") filed its Application in the above-captioned docket. On or about 
December 27, 2013, the staff of the Commission served data request numbers PSC-
001 through PSC-035 on NorthWestern. Data Request PSC-001 asked NorthWestern 
to provide the Confidential Information Memorandurn ("CIM") referred to in 
NorthWestern's prefiled testimony, or a redacted copy of same, to the Commission. It is 

D2013.12.85 
Cook Affidavit 
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PPL EnergyPlus' understanding that the responses to the data requests are public, 
unless redacted. 

3. The CIM was provided to NorthWestern on the basis that NorthWestern had 
entered into a confidentiality agreement with PPL Corporation promising to protect the 
confidentiality of the information provided to NorthWestern. 

4. Shortly after the issuance of Data Request PSC-001, NorthWestern gave PPL 
Montana notice of the Data Request PSC-001 asking for a copy of the CIM, and 
requested assistance regarding identification of information for which a protective order 
should be sought. 

5. The CIM contains projected information about PPL EnergyPlus' Western Power 
Marketing business, including details about projected, future incremental prices and 
revenue from existing PPL EnergyPlus wholesale and retail marketing contracts, both 
financial and physical, for the period from late 2013 through 2018. These confidential 
estimates are contained in Figure 29 on page 52 of the CIM and include average peak 
prices for and streams of revenue from existing wholesale and retail contracts that 
NorthWestern will not be acquiring as part of NorthWestern's agreement to purchase 
the hydroelectric facilities of PPL Montana. 

6. This future contract price and revenue information of PPL EnergyPlus found in 
Figure 29 was compiled strictly for the CIM, and this information is secret, not available 
anywhere publicly, either in financial disclosure documents, regulatory filings or 
elsewhere, and is treated as extremely sensitive and confidential by PPL EnergyPlus 
and its affiliates. 

7. PPL EnergyPlus engages in extensive efforts to protect the confidentiality of 
information like that contained in Figure 29 of the CIM. Our wholesale and retail 
customers generally require PPL EnergyPlus to keep this type of specific contract 
information confidential. Also, under the Information Security policies of PPL 
Corporation and PPL EnergyPlus, PPL employees are required to keep this type of 
information secure, both physically and electronically, and accessible only to employees 
with the appropriate need to know such information. PPL Montana obtained this 
information from PPL EnergyPlus and revealed this information to its advisers and to 
NorthWestern on the condition that such advisers and NorthWestern had entered into 
confidentiality agreements whereby they had agreed not to disclose this type of 
information. Even after the issuance of a protective order from this Commission, PPL 
EnergyPlus and PPL Montana will continue to maintain the secrecy of the information in 
the CIM pursuant to their Information Security controls and policies. 
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8. Thus, the information contained in Figure 29 of the CIM is not within the public 
domain, nor is it readily ascertainable by any other person or entity. No public 
documents exist which could reveal this information by any means. Further, no one 
could reasonably ascertain this information by accessing any publicly available 
information. 

9. If this information about PPL EnergyPlus' existing book of business were 
released publicly, PPL EnergyPlus's competitors will be able to use that information to 
the economic detriment of PPL EnergyPlus given this information provides significant 
insights about: future average estimated prices that PPL EnergyPlus expects for the 
next five years; indications to competitors and customers about PPL EnergyPlus' future 
financial position, relative financial strength or weakness, and the amount of hedging 
activity undertaken by PPL EnergyPlus; a picture of the amount of volume remaining 
available for sale by PPL EnergyPlus in future years and the volumes already 
committed to sale; the relative portions of PPL EnergyPlus' supplies committed to 
wholesale versus retail sales in future years; estimates of PPL EnergyPlus' future 
wholesale and retail pricing strategies for wholesale and retail sales; and estimates of 
future retail and wholesale prices actually agreed to by PPL EnergyPlus in past periods. 
Such harms are magnified given that if the transaction contemplated by this proceeding 
actually closes, PPL EnergyPlus will have significantly less supply available to market 
while our customers and competitors will have access to substantial information about 
the existing wholesale and retail transactions of PPL EnergyPlus that are not being sold 
to NorthWestern. Disclosure of the Confidential Estimates would also likely lessen 
competition in the market to the detriment of wholesale power customers and the retail 
customers they serve. 

10. These significant insights that would be provided to PPL EnergyPlus's 
competitors and customers by the public release of the information contained in CIM 
Figure 29 would produce significant financial harm to PPL EnergyPlus and its wholesale 
and retail marketing and trading business by: decreasing future margins and revenues; 
potentially causing the increase of collateral or other credit that may be required by 
future counterparties; generally placing PPL EnergyPlus at an information disadvantage 
as compared to the competitors and customers it does business with and competes with 
every day; and harming the ability of PPL EnergyPlus to negotiate favorably with 
potential counterparties in future periods. Thus, the information in CIM Figure 29 has 
substantial independent economic value to PPL EnergyPlus, which value would be 
adversely impacted by the public release of such information. 
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FURTHER AFFIANT SAYETH NOT. 

day of January 2014 

ice President - Retail Marketing and Western . 

Trading 
PPL EnergyPlus, LLC 

Sworn to and subscribed before me 
this to day of January 20i!:l. 

Notary Public 

02013.12.85 
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,.COMMONWfAI,TH OF. PENNSYLVANIA 
.. NP.TA.RIAL SEAl. 

VAL.ERtE AN.N SAVERI • 
Notq,y·publlc 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of NorthWestern Energy's Motion for Protective Order of 

Confidential Projections and Brief in Support in Docket No. D2013.l2.85 - with the attached 

Affidavit of Joel D. Cook and a public redacted version of PPLM's Confidential Information 

Memorandum - has been hand delivered to The Montana Public Service Commission and The 

Montana Consumer Counsel. A copy has been e-filed on the MPSC website 

Date: January 10, 2014 

Nedra Chase 
Administrative Assistant 
Regulatory Affairs 
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Notice to Recipients 
UBS Securities LLC (the "Advisor"), has been retained to serve as financial advisor to PPL Corporation ("PPL" or the 
"Company") in connection with a potential sale (the "Transaction") of its fleet of hydroelectric electric generation 
facilities located in Montana (each a "Facility" and together the "Facilities" or the "Hydro Facilities") and its western 
power marketing business. 
This Confidential Information Memorandum (the "Memorandum") is being delivered to potential purchasers to assist 
them in deciding whether to proceed with their investigation of the Transaction in accordance with procedures 
established by the Company and the Advisor. This Memorandum does not purport to contain all of the information that 
may be required to evaluate all of the factors that would be relevant to a recipient considering entering into any 
Transaction and any recipient of this Memorandum should conduct its own investigation and analysis. The Company and 
the Advisor reserve the right to update, amend or replace this Memorandum in whole or in part at any time. However, 
neither the Company nor the Advisor undertakes any obligation to do so or to provide the recipient with any additional 
information. 
The distribution and use by each recipient of the information contained herein, and any other information provided to the 
recipient by or on behalf of the Company or the Advisor in connection with recipient's evaluation of the Transaction, are 
governed by a confidentiality agreement, a copy of which has been executed and delivered by each recipient and which 
strictly limits the circulation and copying of the inforrration contained in this Memorandum. IF YOU HAVE NOT 
EXECUTED AND DELIVERED SUCH A CONFIDENTIALITY AGREEMENT, YOU HAVE RECEIVED THIS 
MEMORANDUM IN ERROR. IF SO, PLEASE NOTIFY US IMMEDIATELY BY TELEPHONE, AND RETURN THE 
MEMORANDUM TO US AT THE ADDRESS BELOW. Except as provided in such confidentiality agreement, this 
Memorandum may not be distributed, reproduced or used without the express consent of the Company or for any 
purpose other than the evaluation of the Transaction by the person to whom this Memorandum has been delivered. 
In addition, this Memorandum includes certain projections and forward-looking statements provided by the Company 
with respect to the anticipated future performance of the Facilities and the western power marketing business. Such 
projections and forward-looking statements reflect various assumptions of management concerning the future 
performance of the Facilities and the western power marketing business, and are subject to significant business, 
economic and competitive uncertainties and contingencies, many of which are beyond the control of the Company. 
Accordingly, there can be no assurance that such projecions or the outcomes that are the subject of forward-looking 
statements will be realized, The actual results may vary froll the anticipated results and such variations may be material. 
THE ADVISOR HAS NOT INDEPENDENTLY VERIFIED ANY OF THE INFORMATION CONTAINED HEREIN. NEITHER 
THE COMPANY NOR ANY OF ITS AFFILIATES OR REPRESENTATIVES, NOR THE ADVISOR OR ANY OF ITS 
AFFILIATES OR REPRESENTATIVES, MAKES ANY REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, AS 
TO THE ACCURACY OR COMPLETENESS OF THE INFORMATION CONTAINED HEREIN OR ANY OTHER WRITTEN, 
ELECTRONIC OR ORAL COMMUNICATION TRANSMITTED OR MADE AVAILABLE TO ANY RECIPIENT. THE 
COMPANY, THE ADVISOR AND THEIR RESPECTIVE AFFILIATES AND REPRESENTATIVES EXPRESSLY DISCLAIM 
ANY AND ALL LIABILITY BASED, IN WHOLE OR IN PART, ON SUCH INFORMATION, ERRORS THEREIN OR 
OMISSIONS THEREFROM. ONLY THOSE PARTICULAR REPRESENTATIONS AND WARRANTIES, IF ANY, THAT MAY 
BE MADE TO A RECIPIENT IN A DEFINITIVE WRITTEN AGREEMENT, IF AND WHEN EXECUTED, AND SUBJECT TO 
SUCH LIMITATIONS AND RESTRICTIONS AS MAY BE SPECIFIED THEREIN, WILL HAVE ANY LEGAL EFFECT WITH 
RESPECT TO ANY INFORMATION PROVIDED TO ANY RECIPIENT. THE DELIVERY OF THIS MEMORANDUM DOES 
NOT OBLIGATE THE COMPANY OR THE RECIPIENT TO ENTER INTO THE TRANSACTION OR ANY OTHER 
TRANSACTION, AND THE COMPANY OR THE RECIPIENT MAY CEASE DISCUSSIONS OR NEGOTIATIONS 
CONCERNING THE TRANSACTION AT ANY TIME. 
The Company and the Advisor are free to conduct the process for the Transaction as they in their sole discretion 
determine (including, without limitation, negotiating with any recipient and entering into an agreement with respect to a 
Transaction without prior notice to recipient or to any otrer person) and any procedures or negotiations relating to such 
Transaction may be changed or terminated at any time without notice to recipient or any other person. 
All communications or inquiries relating to the Company or the Transaction should be directed to the Advisor. No 
personnel of the Company should be contacted directly under any circumstances, unless otherwise agreed by 
the Company. 
Some of the information included herein has not been publicly disclosed. The recipient is referred to limitations of state 
and federal securities laws of the United States restricting trading while in possession of material non-public information. 
Under no circumstances shall this Memorandum be deemed or construed to be an offer to sell or the solicitation of an 
offer to buy or sell securities. 
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PROCEDURES FOR OBTAINING ADDITIONAL INFORMATION OR SUBMITIING QUESTIONS 

You should communicate exclusively with UBS with respect to any requests for additional information or questions 
In connection with your evaluation of the Transaction. Unless otherwise directed, you should not contact 
employees or representatives of PPL under any circumstances. Requests for additional information and 
questions should be directed to UBS. 

Contact Information 

*UBS 
Global Power & Utilities 

Paul McNutt' 

Managing Director 

Tel: 212-821-6437 

Fax: 212-882-8452 

paul.mcnutt@ubs.com 

Kwamena Aidoo' 

Associate Director 

Tel: 212-821-3841 

Fax: 212-882-8037 

kwamena.aidoo@ubs.com 

Note 
1 Identifies Key Contacts. 
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Russ Robertson' 

Managing Director 

Tel: 212-821-2344 

Fax: 212-821-2244 

russe II. robelison@ubs.com 

Harris Brown 

Ana/yst 

Tel: 212-821-6279 

Fax: 212-882-8199 

harris.brown@ubs.com 

Mergers & Acquisitions 

Alan Felder 

Managing Director 

Tel: 212-821-4147 

Fax: 212-821-6827 

alan.felder@ubs.com 

Aldrich Chan 

Associate 

Tel: 212-821-6689 

Fax: 212-821-4337 

aldrich.chan@ubs.com 

Joon Lee' 

Director 

Tel: 212-821-3928 

Fax: 212-882-8241 

joon.lee@ubs.com 
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SECTION 1 

Executive Summary 
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Executive Summary 

A. Overview of the Opportunity 

PPL Corporation ("PPL" or the "Company") is considering the sale (the "Transaction") of its fleet of 
hydroelectric generating facilities located in the State of Montana (each a "Facility" and together 
the "Facilities" or the "Hydro Facilities"). PPL is also considering the sale of its western power 
marketing business (the "Western Power Marketing Business"), which includes PPL's portfolio of 
wholesale and retail contracts and transmission rights in the northwestern u.S. (the "Book"). 
Potential bidders for the Facilities will have the opportunity to bid separately on the Western Power 
Marketing Business as part of the Transaction process. The Company has retained UBS as its 
financial advisor in connection with the potential sale. The Company is exploring the Transaction as 
it continues to focus on its operations and growth opportunities in the eastern United States and in 
the United Kingdom. 

The Transaction represents a unique opportunity to acquire a highly attractive hydroelectric 
generation fleet within the Western Electricity Coordinating Council's ("WECC") Northwest region 
("Northwest"). Historically, many regional utilities have been materially net short on generation 
resources, and rely heavily on purchased power to meet load needs. As a result, the Facilities' 
electricity output serves a critical function to the electrical infrastructure of the region. Demand for 
generation is expected to further increase the Facilities' attractiveness in the region, especially as 
new transmission investments continue to come on-line, enhancing export capabilities, and 
approximately 4.7 GW of generation is expected to retire within the next 20 years. 

The 11 hydroelectric facilities are situated in two separate river basins, benefitting from a diverse, 
reliable water supply. The Facilities also benefit from a history of prudent capital expenditures, as 
well as the low variable operating costs and favorable environmental qualities inherent with 
hydroelectric generation. In addition, recently completed capital projects have increased operating 
capacity by over 30 MW. 

The Facilities have a longstanding track record of strong and reliable operating performance. This 
success is in large part due to the highly experienced management team and workforce. The 
dedicated employees have been working at the Facilities for an average of more than 16 years. As a 
result of their skill, experience and tenure, the team has built strong working relationships with 
customers, suppliers, regulators and other energy companies in the region. 

,*UBS 6 



B. Summary of the Facilities 

PPL Montana, LLC ("PPL Montana"), a wholly owned, indirect subsidiary of PPL, owns and operates 
eleven hydroelectric generation facilities and one storage reservoir located throughout the State of 
Montana. Combined, the Facilities represent a net aggregate capacity of 633 MW. 

The Facilities provide a reliable, zero-emlss'lon energy source. The projects benefit from a diverse 
water supply because they are located in two different river basins. They also lack the salmon­
related issues attendant to most Northwest hydro facilities. 

Figure 1 The Facilities 

- Hydm('iectric f'i.ant 
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Figure 2 Hydro Facilities Overview 

Ownership 100 100 100 100 100 100 100 100 100 100 100 100 
Interest (%) 

Commercial 1915 1906 1911 1918 1927 19102 1958 1915 1930 1938 1915 1925 
Operation Date 

Location Near West Ennis Helena Helena Great Great Great Great Great Polson Thompson Fishtail 
Yellowstone Falls Falls Falls Falls Falls Falls 

River Source Madison Madison Missouri Missouri Missouri Missouri Missouri Missouri Missouri Flathead Clark Fork West 
Rosebud 

Creek 

Net Capacity 8 19 48 21 60' 69' 60 48 194 94 12 
(MW) 

Technology - Sampson S, Morgan S. Morgan S. Morgan Andritz s. Morgan Francis. IP Morris Newport Allis Pelton 
horizontal, Smith Smith, Smith, Kaplan Smith, vertical (vertical News! Chalmers, water 

center horizontal, Francis fixed lade Kaplan type Francis) BLH-IP vertical wheels 
discharge Francis type propeller type Morris Francis! 

Francis type (vertical Kvaerner, 
Francis) vertical 

Kaplan 

Notes' 
1 Ownership expected to cease in 2015 (for additional detail see Kerr Plant section of Facilities Overview), 

2 The Rainbow redeveloprnent project, which entered commercial operation in April 2013, increased the operating capacity at the Rainbow and 
Cochrane facilities to 60 MW and 69 MW, respectively, from historical operating capacities of 36 MW and 64 MW, respectively 
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C. Key Investment Highlights 

• Unique opportunity to acquire a highly attractive, reliable hydroelectric generation 
fleet 

The sale of the Facilities represents a unique opportunity to acquire a high-quality asset fleet with 
significant capacity in the Northwest. The buyer of the Facilities will reap the benefits of both 
location and scale, significantly expanding its generation capabilities in the Northwest generation 
market. The Facilities are reliable, renewable sources of generation that are critical to the 
infrastructure supporting load in the Northwest region. 

• Strategically located and positioned in the Northwest region 

The Facilities have a significant presence in the Northwest, serving as critical load support to the 
electrical infrastructure of the region. Historically, many regional utilities have been materially net 
short on generation resources and rely heavily on purchased power to meet load needs. 
Furthermore, the Mid-C price curve should receive significant uplift with economic growth, which 
would have a positive impact on the Facilities' gross margins. 

• Diverse and plentiful hydroelectric generation sources 

The Facilities represent an aggregate net capacity of 633 MW and are located in central and 
western Montana. Hydroelectric generation is a proven, reliable, and zero-emission energy source. 
The projects are located in two different river basins, with approximately half of the capacity east of 
the Continental Divide and half of the capacity west of the Continental Divide, thereby benefiting 
from a diversity of water sources. The projects are operated in compliance with applicable 
environmental laws, have long-term FERC licenses in place and lack the salmon-related issues 
attendant to most Northwest hydro facilities. 

• Transmission capacity currently being added in Montana and the WECC region will 
benefit the Facilities 

Transmission projects under development in the WECC region are expected to have a positive 
impact on the Facilities' ability to deliver electricity to regional customers with load needs. The 
Montana-Alberta Tie Line (" MATL"), a 300 MW, 230 kV electrical transmission line allowing for the 
movement of power between Alberta and Montana, is currently under construction and is 
expected to be one of the first to come on line. This project is expected to expand the market for 
the Facilities' generation and provide access to the higher-priced Alberta power market. 
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Figure 3 Transmission Transfer Capabilities 

300 MW 1 MT-A!btu1a 

337MW 

MT-ldaho 

C I Under Comtmction 

MUesdty 
Della 

• Very low variable cost Facilities allow for favorable positioning on the dispatch curve 

There is a finite amount of low-variable-cost and low-emission generation capacity available in the 
U.S., which becomes increasingly important as reliance on natural gas generation to meet electric 
demand increases. The Facilities' operating capacily corn,,; from hydroelectric generation, which is 
one of the lowest variable-cost sources of electricity. Ownership of the Facilities as a portfolio of 
generation assets, as well as the location of several of the facilities within the Great Falls area, 
anows for staff to he shared across many of the facilities, further driving down costs. Given the low 
variable costs, the hydroelectric facilities are amongst the first units to dispatch within the 
Northwest as shown in the following dispatch curve. 

Scum?: PA C01'"lS.Ulting 

Note: 
1 Capacity as 'CwTently proposed 
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• High-quality, proven, efficient technology 

The Facilities have been reliably producing clean generation for over a century, with technology 
that incurs minimal variable operating costs, and are expected to continue reliable production for 
decades to come. 

o Strong, stable performance and proven track record 

The Facilities have a strong and proven operational record, with high levels of reliability and strong 
operating histories. The Facilities benefit from longevity and a steady supply of a clean, renewable 
source of energy. 

• Rainbow redevelopment provides efficient low-maintenance facilities 

PPL Montana recently doubled the amount of electricity produced at the Rainbow hydroelectric 
facility, located on the Missouri River near Great Falls, by constructing a new powerhouse with a 
single vertical shaft Kaplan type 60 MW turbine that has an improved, fish-friendly design. The 
new powerhouse also allows the immediately downstream Cochrane hydroelectric plant to operate 
with about 6 feet of additional head as compared to historical operations, increasing the capacity of 
the Cochrane plant by about 5 MW to 69 MW. 

• Highly experienced management team and workforce with outstanding operating 
and safety track record 

The Facilities have essentially been operated by the same management team for the last 13 years, 
with a highly skilled workforce having an average tenure of over 17 years. Collectively, the 
management team has industry experience averaging 29 years. PPL Montana has also been a leader 
in employee safety, becoming the first private company in Montana to earn the federal 
government's highest recognition for excellence in voluntary occupational safety and health 
programs. PPL Montana's Kerr, Madison, Hebgen, Holter, Hauser and Thompson Falls plants have 
been designated by OSHA as "VPP Star" plants. 

• Opportunity to separately acquire power marketing business 

PPL's Western Power Marketing Business, which interested bidders will have an opportunity to 
separately include in their proposals, has employees with deep experience in scheduling and 
marketing the output of the Facilities. These marketing skills, combined with strong relationships 
with retail customers and wholesale counterparties, have led to enhanced margins on the sale of 
the Facilities' output, creating significant value. The group is well known throughout the WECC 
and respected as an innovative organization and fair commercial counterparty. Their familiarity 
with the Facilities, combined with their skill and presence within the market, allows them to provide 
for reliable supply to customers while optimizing bottom-line results. 

D. Northwest Market Overview 

The Facilities are located in the Northwest, one of the United States sub-regions of the Western 
Electricity Coordinating Council. WECC is the regional organization responsible for the 
coordination, operation, and planning of the bulk power electric systems in the western 
United States. 
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Supply and Demand 

The supply and demand balance in power markets is one of the most critical factors in determining 
asset value. While the Northwest region as a whole is projected to require additional supply to meet 
electric demand early in the next decade, some electric utilities that can be served by the Facilities 
are projected to be short of supply to meet electric demand even sooner. 

The Northwest region is projected to have approximately.GW of supply for the peak season of 
2013, of which approximately.'Yo is hydroelectric. The remaining .% of capacity consists of 
natural gas, nuclear power, coal and other renewable generation, with coal comprising a majority 
of the non-hydro generation.'Yo of total capacity). The Northwest's fuel mix for capacity and 
projected energy generation is shown in Figure 5. While the Northwest, as a whole, is not expected 
to require additional amounts of supply to meet electric demand until., many electric utilities 
in the region project supply deficits earlier than •. 

Approximately.GW of coal, natural gas, and oil capacity currently in the Northwest market is 
expected to retire within the next twenty years, with .GW retiring by the end of •. The 
majority of new capacity construction in the region is expected to be natural gas generators, along 
with renewables and demand side resources. 

• Average annual demand and energy growth rates are both projected to be .% from 
2013-2032 

"New-Build" Cost Estimates 

New plant construction costs (also referred to as capital costs) help define the premium a market 
places on capacity, particularly when existing capacity becomes insufficient to meet demand. 
Capital costs for the power generation industry increased dramatically in the mid-te-Iate 2000s, 
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increasing by more than.% over a 5-year period. Since then, the growth rate has subsided, 
although capital costs have not undergone recessionary declines. However, in some regions a shift 
in power generator development from merchant developers with high return requirements to utility 
developers with more conservative requirements may serve to reduce new entrant costs. 

• PA Consulting's estimate for instal ed new-build CCGT in the Northwest is 
(2014 dollars) 

E. Summary Finandals 

Figure 6 Summary Financials (Hydro Facilities Only) 

($ in millions) 

Revenues 

Merchant Energy Revenue 1 

Other Revenues, Net 

Total Revenues 

Cost of Fuel 

Gross Margin 

Operating Expenses 

Plant O&M Expen5e 

Kerr" (SKT Anllua! Rent Expense 

Property Taxes 

Generation Taxes 

Total Plant Operating Expenses 

PPL Montana Corporate Expenses 

Total Operating Expenses 

2013E 2014E Z015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E l023E Z032E 

90 

o 
91 

91 

{23} 

(19) 

106 

o 
106 

106 

(22) 

(20) 

101 

10) 

100 

100 

(22) 

(14) 

86 

12) 

84 

" 
(19) 

94 

12) 

92 

92 

(20) 

103 

12) 

101 

101 

(21) 

113 

(2) 

111 

111 

(21) 

129 

12) 

127 

127 

(22) 

161 

(2) 

158 

158 

(22) 

168 

12) 

166 

166 

(23) 

175 

(2)-

172 ' 

172 ; 

233 

13) 

230 

230 

(29) 

(14) (15) (14) (14) (14) (14) (14) (15) (15) (15) (15) (l7) 

(1) (1) (1) (0) (0) (0) (0) (0) (0) (0) (0)" (0) 
~ ~ .U M _ _ _ ~ _ _ _ ~ 

I~ ~ ~ ~ ~ ~ ~ ~ ~ m m _ 

~ ~ - - - ~ - - ~ - - -13:!iwiMJ ii! ;. . i@ t,,,,@: 107aliiifijf#M •• A#4b~.: ;#_'& z#iiMfjiiimrtllll 
EBITDA Margin (%) 31% 

Plus: Pre"Tax Proceeds from Sale of Kerr 

Less: Capital Expenditures (16) 

Pre-Tax Net Cash Flow 12 

Note: 

41% 

(12) 

31 

44% 

52 

(9) 

87 

54% 

19) 

36 

56% 59% 62% 66% 72% 73% 

(12) (12) (13) (13) (13) (14) 

40 47 56 71 101 107 

1 Additional detail regarding merchant and contracted revenues can be found in the Financial Information section of thi5 Memorandum, 
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Figure 7 Corporate Structure 

II ! 11 Indicates entities or groups of assets induded in sa!e 

Indicates entities or groups of assets potentially part of the sale 

Indicates entities or groups of assets not included in the sale 

PPL Montana currently owns and operates the Hydro Facilities, and also owns interests in and 
operates the Colstrip and Corette coal-fired electric generation facilities. Prior to closing of the 
Transaction, PPL expects to transfer the Hydro Facilities and related assets and employees to an 
affiliate of PPL Montana that would be formed for this purpose ("Hydro Newco"). The 
membership interests in Hydro Newco would be transferred to the buyer at closing. 

PPL EnergyPlus, LtC ("PPL EnergyPlus") is a wholly owned, indirect subsidiary of PPL and acts as its 
power marketing arm, managing wholesale supply portfolios and aggregating retail load 
throughout the Mid-Atlantic, Northeast and West. PPL Montana sells the output of all of its 
facilities to PPL EnergyPlus, which resells the output in wholesale and retail transactions that form 
the bulk of PPL's Western Power Marketing Business. This business has 21 employees located in 
Butte, Montana that perform power marketing activities exclusively relating to PPL Montana. 
Interested bidders will have the opportunity to bid separately on the Western Power Marketing 
Business as part of the Transaction process. 
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Northwest Market Overview 

Overview 

Figure 8 u.s. Power Regions 

Source: NERe 

IIIiI WECC 
IIIiI MRO 
IIIiI SPP 
IIIiI ERCOT 
l1li SERC 
IIIiI RFC 
l1li NPCC 
IIIiI FRCC 

On April 18, 2002, the Western Systems Coordinating Council ("WSCC"), Southwest Regional 
Transmission Association ("SWRTA"), and Western Regional Transmission Association ("WRTA") 
merged to form the Western Electricity Coordinating Council. WECC is the regional organization 
responsible for the coordination, operation, and planning of the bulk power electric systems in the 
western United States, with the mission to promote system stability and reliability. Stretching from 
Canada to Mexico, WECC spans all or portions of 14 western u.s. states (as well as two Canadian 
provinces and certain portions of northern Mexico), encompasses nearly 1.8 million square miles, 
and selves more than 70 million customers. The Northwest, as defined herein, is a sub-region of 
WECC and is comprised of portions or all of the states of Oregon, Washington, Idaho, Utah, 
Montana, Wyoming, California and Nevada. Some of the key highlights of the Northwest are: 

• Significant hydroelectric generation and transmission export capabilities 

• Region currently oversupplied as a whole; however, a numher of sub-areas are undersupplied 

• Relatively stable market structure 

The Northwest is predominantly an informal market, without a centralized wholesale market 
structure. Most capacity, energy, and ancillary services are either self-supplied by one of the 
region's incumbent electric utilities, or supplied through short or long-term bilateral transactions or 
purchases f sales at liquid transaction hubs such as Mid-c. The Bonneville Power Administration 

$UBS 16 



;; 
~ 
, 

« < < , ':, ! \ i { , '\ '< "-, J ~ \ ! , 1 ! 

("BPA") is the Northwest's largest supplier, with the majority of its generation produced through a 
network of federal hydroelectric dams. The majority of BPA's power is sold at cost-based rates to 
public and municipal utilities, electric cooperatives, and commercial entities, with any uncommitted 
surplus sold at market rates to other market participants. 

The Northwest is characterized by large amounts of hydro generation and is a winter peaking 
electric system. The large geographic area of the region creates a situation in which the individual 
members face unique challenges, and as such, resource planning generally occurs at the electricity 
provider level. See Figure 9 below for a list of the largest electricity providers in the Northwest. 

Figure 9 Largest Electricity Providers in the Northwest' 

PacifiCorp 
Puget Sound Energy Inc. 

Portland General Electric Co. 
NorthWestem Energy 
Seattle City light 
Avista Corp. 
Snohomish County PUD 

Energy Northwest 3 

Tacoma Public Utilities 

Sources: PA COn5uittng. Ventyx, SNl financial 
NoteS: 
1 Largest is defifled by winter p€'ak load greater than 1 GW in 2010. AU data is from 2:010. 
2 Total f€:tai! electric sa!!::; for SPA indude total retail electric sales and sales for resale through aU-requiH!ments o:mtraru. 
3 Energy Northw-est does not provide direct retail Se-rvi\:iO, but is a Joint Operating Agency comprised of '2.7 me-mber ef&tric utilities which it selVes 

through a1t---requirements can'tram. 

B. Northwest Market 

Energy Market 

The Northwest is one of four United States sub-regions of the WECC, with approximately.GW 
of supply projected to be available to meet. GW of demand in 2013, resulting in a near-term 
reserve margin of _ While the Northwest region as a whole is not expected to need 
incremental supply to meet electric demand until _ some electric utilities such as PacifiCorp, 
NorthWestern Energy, Portland General Electric, Idaho Power, and Puget Sound Energy project a 
shortage of supply sooner. 

The PA Consulting base case projects the Northwest to be short of supply to meet demand in the 
• time frame. The PA Consulting base case projects approximately. GW of firm capacity 
additions through. and. GW of retirements by the end of_ 
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The Northwest is predominantly an informal bilateral market which lacks many of the wholesale 
market features of the Northeast U.S., Midwest U.S., PJM, Texas, and California. The Northwest has 
substantial access to surrounding markets such as California, and California's electricity market 

contributes to the electri economics of the Northwest' 

hv"r()plprtriir generation in 
nnnncoll resul i i at i to regions to the south, which 

drives significant sales volumes to the electric utilities throughout the Northwest and West looking 
to benefit from the purchase of low-cost generation. 

Soul-ces' PA Consulting, Platts Data 

Recent Market Developments 

In March 2012, BPA instituted a new policy of compensating wind generators that BPA forces to 
curtail during the spring season. The spring runoff creates a situation for BPA in which supply at 
times outpaces demand, as hydro operators are forced to operate in a manner that regulates 
stream flow for environmental concerns. The spring runoff happens to coincide with peak wind 
season for the region's wind generators, further exacerbating the seasonal oversupply. In 2011, 
rivers in the region were at their fourth highest levels since 1929, which led to BPA-initiated wind 
curtailments during 53 days causing wind gene,ators to lose a portion of their production tax credit 
benefits. In 2012, BPA curtailed power on at least 5 days with at least 37 GWh of wind being 
curtailed, which was considerably less than the approximately 97 GWh of curtailment in 2011. The 
BPA policy to compensate for wind curtailment follows a FERC ruling that BPA's curtailment 
practice was discriminatory. 
Note: 
1 The Northwest has approximately. MW of export capacity into California markets, with additional export capacity to other surrounding markets 
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C. Transmission 

The Montana transmission system consists of an east-to-northwest 230 kV backbone with an 
underlying 115 kV transmission serving most of the state. While Montana's transmission system is 
not as robust as some others in the West, it is adequate for local service. NorthWestern Energy 
owns a 230 kV and a 115 kV transmission system that serves the western two-thirds of Montana. 
The 500 kV Colstrip Transmission System ("CTS") is owned by the non-PPL owners of the Colstrip 
facility. The CTS was initially constructed for transmitting the output of the Colstrip facility from 
Colstrip to an interconnection with BPA near Townsend. With the exception of the CTS, which 
provides a strong path from the Colstrip facility to points further west on BPA's system, the 
Montana system was designed primarily for delivery within the state. Imports and exports to and 
from the state are subject to various constraints. However, under normal dispatch conditions these 
constraints rarely limit output. While a portion of the Facilities' power is sold within Montana, there 
is generally significant capacity available for exports to elsewhere in the Northwest, including Mid­
C. 

Consistent with the nature of the system and the significant east-to-west flows under almost all 
system conditions, there are several constraints in the east-to-west direction. The constrained 
transmission lines include these systems: West of Colstrip, West of Crossover, and West of 
Broadview. There is also a bidirectional constraint on power imported to or exported from the 
Montana Control Area in the southeast. 

The Montana-Alberta Tie Line, a merchant line connecting Alberta and Montana for the first time, 
is expected to be completed in June 2013. The Montana section WilS completed in February 2013 
and all indications are that the Alberta section will be completed as planned such that the entire 
line should be operational by June 2013. The 300 MW of firm capacity has been fully subscribed in 
both directions. While doubling the line's capacity has been proposed, no significant action has 
been taken to date. 1 

A relatively low-cost upgrade to the CTS has been proposed that would increase east-to-west 
capacity by about 520 MW. To date there has been only tentative commitment to the project. 
However, BPA is preparing an Environmental Impact Statement (" EIS ") and has transmission 
requests that support the upgrade. Proposed power generation developments in eastern and 
central Montana will probably not be viable without this upgrade or new line construction. 

Other major transmission projects have been proposed to allow substantial exports from Montana 
to the southwest. Both the Chinook DC project, proposed by TransCanada, and the 500 kV 
Mountain States Transmission Intertie ("MSTI"), sponsored by NorthWestern Energy, are currently 
on hold, with uncertain prospects for future development. Announcements from NorthWestern 
Energy and the MSTI Review Project indicate that the projects are not likely to move forward in the 
foreseeable future due to permitting issues, market uncertainty and the choice by BPA to prioritize 
other transmission projects. 
Note 
1 Given that wind generators have subscribed a significant portion of the line, it is expected that there will be significant availability on the line giVen 

wind facilities' low capacity factor 
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D. Supply and Demand 

The supply and demand balance in power markets is one of the most critical factors in determining 
asset value. While the Northwest region as a whole is projected to require additional supply to 
meet electric demand early in the next decade, some electric utilities that can be served by the 
Facilities are projected to be short of supply to meet electric demand sooner. 

The Northwest region is projected to have approximately. GW of supply' for the peak season 
of 2013. of which approximately.% is hydroelectric. The remaining.% of capacity consists of 
natural gas. nuclear power, coal and other renewable generation, with coal constituting a majority 
of the non-hydro generation .% of total capacity). The Northwest's fuel mix for capacity and 
projected energy generation is shown in Figure 11. While the Northwest. as a whole, is not 
expected to require additional amounts of supply to meet electric demand until_ many electric 
utilities in the region project supply deficits earlier than _ 

Approximately. GW of natural gas, and oil capacity currently in the Northwest market is 
expected to retire from with. GW retiring by the end of _ The majority of 
new capacity construction is expected to be natura! gas generators, along with some 
renewables and demand side resources. 

• Average annual demand and energy growth rates are both projected to be.% from 
2013-2032 

Notes: 
1 The Northwest is< projected to have approximately. GWof instllHed capacity in 2013, which inc!udes derates to hydro- and wind capacity for reliability 

but does not rndude the impact of exporn from iJ'ie region. 
:z This figure indudes the impact of wind and hydroelectric capacity derntes and net export'.i from the region. 
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Cost of New Entry 

New plant construction costs (also referred to as capital costs) help define the premium a market 
places on capacity, particularly when existing capacity becomes insufficient to meet demand. 
Capital costs for the power generation industry increased dramatically in the mid-to-Iate 2000s, 
increasing by more than.% over a 5-year period. Since then, the growth rate has subsided, 
although capital costs have not undergone the recessionary declines experienced by many other 
industries. However, in some regions a shift in power generator development from merchant 
developers with high return requirements to utility developers with more conservative requirements 
may serve to reduce new entrant costs. See Figure 12 below for the base case assumptions for 

enerator construction costs. 

Notes: 
1 Based on these financial assumptions, the resulting levelized cost for e CC and (T is per kW-year respectively in 2014$. 
2 Capital costs may vary substantially in actual development projects, but are expected to generally range between ~_IkW for CC and _ 

.S/kW for CT projects 
3 Winter heat rate is listed. SUmmer heat rate is. % higher for a CC and.% higher for a CT 

For natural gas power generation technologies, larger combined cycle units are on the whole more 
efficient (lower heat rates), have lower installed capital costs per kilowatt, and have lower annual 
fixed operation and maintenance costs per kilowatt. While such economies of scale tend to favor 
the economics of large generating units over small units, there are potential concerns in a region of 
Montana's size that market depth may not support the development of large natural gas 
combined cycles. 

Fuel Prices 

Natural Gas 

After experiencing significant volatility for the decade leading up to 200S, u.S. natural gas prices 
have declined substantially since mid-200S, driven largely by a structural market change brought 
about by improved shale gas and liquids production techniques. In early 2012, NYMEX briefly 
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crossed below the $2/mmBtu threshold, at least partially impacted by relatively high natural gas 
storage levels and a mild winter, and despite increased demand for natural gas from the power 
generation sector. In the long term, natural gas prices are projected to increase to approximately 
./mmBtu in the early 2020s and approach ./mmBtu by 2032 (in real 2012 dollar terms). 

PA Consulting's Henry Hub natural gas price forecast incorporates Henry Hub forwards as of June 
29, 2012 for the 2012-2015 period, and I to I consensus levels the 
2019 timeframe PA 
Consulting's long-term i party consensus j""orod 

available natural gas price forecasts. 

Coal 

Coal has long been a stable source of low-cost fuel for power generation throughout the United 
States. In the eastern U.S., Appalachian coal has historically been a major player in fueling coal-fired 
plants due to their high calorific content and proximity to eastern generators; however, low-cost 
and lower-sulfur Powder River Basin (HPRBH) coal use has increased significantly over the past 10-
15 years, largely in response to increasingly stringent air emissions regulations. In addition to 
emissions-related regulatory drivers, pricing for many Appalachian coals has generally been 
increasing, largely due to three factors: (1) declining reserves, both in quantity and quality; (2) 
increasing mining regulations due to both environmental and safety concerns; and (3) increasing, 
albeit sporadic, demand from seaborne players for Central Appalachia thermal, metallurgical, and 
cross-over tonnage as supply issues have arisen in other parts of the world. In general, all three of 
these factors create upward price pressure on traditional Appalachian coal supplies, further 
increasing the attractiveness of PRB as an alternative. 

While recent declines in natural gas prices and declining near-term demand from coal-fired 
generators have forced many mines to price spot coal sales at or near cash mining costs, such a 

,*UBS 22 



pricing environment is unlikely to exist on a widespread basis over the long term. These same mines 
are hesitant to commit significant tonnages at these lower prices over a significant contract tenor. 

In addition to understanding the commodity price dynamics for coal power generation, the price of 
delivered coal (and the types of coal that can be burned at a coal-fired facility) can vary substantially 
from facility to facility due to transportation costs and delivery options available at the plant. 
Transportation costs are a function of routing, distance traveled, and method of shipping, as well 
as whether or not coal plants are "captive" to a single shipper or can be supplied competitively. 
Transportation prices are projected to increase at rates driven by factors such as the cost of steel, 
labor, and diesel fuel, and vary for each of the primary transport types (truck, rail, barge, and 
ocean vessel). 

Power and Fuel Projected Prices 
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Northwest Dispatch Curves 
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Facilities Overview 

A. Facilities Overview 

The Facilities include 11 hydroelectric plants and one 
storage reservoir located in central and western Montana 
along the Missouri, Flathead, Clark Fork, and Madison 
Rivers and Rosebud Creek. The net aggregate generating 
capacity of these facilities is 633 MW. Eight of the Hydro 
Facilities, along with the storage reservoir, are collectively 
licensed as the Missouri-Madison Project, FERC Project No. 
2188. Each of the remaining three Hydro Facilities is 
licensed by FERC as a separate project as further described below. 

Figure 17 The Facilities 

- HydroeledJi( Plant 

PPL Montana sells the output of the Facilities to PPL EnergyPlus, which resells the output in 
wholesale and retail transactions.' Historically, approximately 80% of PPL Montana's generation is 
sold to the wholesale market, with the remaining 20% sold to the retail market. For more 
information on this power marketing portfolio, please see the Western Power Marketing Business 
section. 
Note: 
1 Approximately 7.5 MWs (January"- March and November - December) and 11,2 MWs (April- October) are sold directly by PPL Montana to Mission 

Valley Power pursuant to the FERC project license for the Kerr Facility. This obligation would be assumed by the Confederated Salish and Kootenai 
Tribes of the Flathead Nation upon their acquisition of the project in 2015. 
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Figure 18 Facility Characteristics 

FERC Project No. 2188 2188 2188 2188 2188 2188 

Net Generating 
8 19 48 21 60' Capacity (MW) 

Commercial 1915 1906 1911 1918 1927 1910" Operation Date 

Location Near 
West Ennis Helena Helena Great FaUs Great Fans Yellowstone 

FERC license Part of MissourI- Part of Missouri- Part of Missouri- Part of Missouri- Part of Missouri- Part of Missouri--
Expiration Madison. Project. Madisoo. Project,. Madison Project. Madison. Project, Madison. Project, Madison Project. 

expires expires Expires expires expires expires 
Aug. 31, 2040 Aug. 31,2040 Aug. 31, 2040 Aug. 31. 2040 Aug. 31. 2040 Aug. 31. 2040 

Turbine Sampson s. Morgan Smtth S. Morgan Smith S. Morgan Andritz Kaplan 
Technology horizontal. horizontal. vertical. Francis Smith, fixed 

center discharge Francis type type blade propeller 
Fronds 

fERC Project No. 2188 2188 2188 5 1869 2301 

Net Generating 69' 60 48 194 94 12 Capaaty (MW) 

Commerdai 1958 1915 1930 1938 1915 1925 Operation Date 

location Near Great falls Great Fa1!s Great Falls Polson Thompson Falls fishtail 

FERC License Part of Missouri- Part of Missouri- Part of Mis50uri- Expires Expires Expires: 
Expiration Madison Project, Madison. Prolect. Madison Project. Dec. 31. 2035 Dec. 31. 2025 Dec. 31, 2050 

expires expires expires 
Aug. 31. 2040 Aug. 31. 2040 Aug. 31. 2040 

Turbine S. Morgan Francis. vertical IPMorris Newport Allis Chalmers, Pelton water 
Technology Smith, Kaplan type {vertical Francis) NewsIllLH~P vertical wheels 

type Morris (Vertical Franci:JKvaemer. 
Francis) vertical Kaplan 

Notes: 
1 Ownership expected to cease in 2015 (for additional detail see- Hydroe!ectrrc License Commitments). 
2 Tnt!' RainbOlN redevelopment project, which entered rommeraal operation in April 2013. inueased the operating capacity at the Rainbow' and 

Cochrane facillties to 60 MW and 69 MM1, respectively. from historical operating capacities of 36 MWand 64 MW. respectiwly_ 
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B. Facility Descriptions 

The Missouri-Madison Project consists of the Hebgen Reservoir and the Madison, Hauser, Holter, 
Black Eagle, Rainbow, Cochrane, Ryan and Morony Plants. These facilities are collectively licensed 
as FERC Project No. 2188. The current license was issued on September 27, 2000 and expires on 
August 31,2040. 

Hebgen Reservoir 

The Hebgen Reservoir IS located near the southern border of Montana on the Madison River. The 
reservoir is formed by the Hebgen Dam, a 721-foot long, 81-100t high earthfill gravity dam with a 
concrete core wall. The dam was completed in 1915. The spillway is a 375-foot long side channel 
with a capacity of 7,000 cubic feet per second. The Hebgen Reservoir is used as a storage facility to 
regulate downstream flows for power production and FERC license compliance, as well as for flood 
control on the Madison River. 

Madison Plant 

The present Madison Plant was constructed in 1906, replacing a predecessor facility that 
commenced operations in 1901. It is located on the Madison River about 60 miles downstream of 
the Hebgen Reservoir. It includes a 257-foot long, 38.5-foot high dam, a 140-foot long spillway, an 
intake, and a 7,500-foot long, 13-foot diameter steel pipe flowline, concrete surge chamber, four 
9-foot diameter penstocks, and a masonry powerhouse. The powerhouse contains four Sampson 
horizontal shaft Francis turbines connected to electric generators with a total capacily of 8 MW. 

Hauser Plant 

The Hauser Plant is located on the Missouri River about 14 miles northeast of Helena and 
downstream of the U.S. Bureau of Reclamation's Canyon Ferry Project. The Hauser Plant was 
completed in 1911 and includes a 700-foot long, 80-foot high concrete gravity dam with a 
spillway, an intake and forebay at the right abutment, steel penstocks, and a masonry powerhouse. 
The powerhouse contains six S. Morgan Smith horizontal, Francis type turbines connected to 
electric generators with a total capacity of 19 MW. 

Holter Plant 

The Holter Plant is located on the Missouri River about 25 miles downstream of the Hauser Plant. It 
was completed in 1918 and the plant facilities include a 1,364-foot long, 124-foot high concrete 
gravity dam with a 682-foot long controlled overflow spillway section, and an intake section at the 
left abutment with steel penstocks leading to a powerhouse integral with the intake. The 
powerhouse is a 208-foot long concrete and steel structure housing four S. Morgan Smith vertical, 
Francis type turbines and electric generators with a total capacity of 48 MW. 
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BlackEagle Plant 

The Black Eagle Plant first went on line in 1891, and was completely rebuilt in 1927. It includes a 
782-foot long, 34.5-foot high concrete gravity dam with a controlled ogee crest spillway section 
that is 646 feet long, a 421 foot by 96 foot forebay that forms the left abutment of the dam, and 
an integral intake and powerhouse. The powerhouse contains three vertical S. Morgan Smith fixed 
propeller turbines and electric generators with a total capacity of 21 MW. 

Rainbow Plant 

The original Rainbow Plant was completed in 1910. It includes a 1, 146-foot long, 43.5-foot high 
rockfill timber crib and concrete gravity dam with an integral overflow spillway, two intake 
structures leading to steel flowlines, surge tank and chamber, penstocks to the powerhouse, and a 
brick masonry powerhouse. 

In April 2013, PPL Montana completed a redevelopment project that increased Rainbow's operating 
capacity from 36 MW to 60 MW To achieve the increased capacity, PPL Montana constructed a 
new powerhouse with a single 60 MW Andritz Kaplan turbine that has an improved, fish-friendly 
design. A new intake structure was constructed adjacent to the existing intake with controls 
provided by gates and an automated trash rake. A new open channel flowline including a new 
forebay/surge facility was also constructed. The new powerhouse was built about 200 feet 
downstream of the existing powerhouse, which was shut down upon commercial operation of the 
new powerhouse in April 2013. 

Cochrane Plant 

The Cochrane Plant was completed in 1958 and includes an 856-foot long, 100-foot high concrete 
gravity dam with a 334-foot long overflow spillway section controlled by radial gates, an integral 
intake, and powerhouse section that is 188 feet long. The powerhouse is a 130 foot by 65 foot 
reinforced concrete structure, housing two vertical S. Morgan Smith, Kaplan-type turbines and 
electric generators. The redevelopment of the Rainbow Plant with a new powerhouse will allow the 
Cochrane pool to operate with about 6 feet higher head than it has historically operated, 
Increasing the capacity of the Cochrane Plant by about 5 MW to 69 MW 

Ryan Plant 

The Ryan Plant was completed in 1915 and consists of a 1,465-foot long, 82-foot high concrete 
gravity dam with an overflow spUlway, and an ·Intake to six steel penstocks leading to a brick 
masonry powerhouse. The powerhouse contains six vertical Francis turbines and electric generators 
with a total capacity of 60 MW 

Morany Plant 

The Morony Plant was completed in 1930 and consists of an 842-foot long, 96-foot high concrete 
gravity dam with an overflow spillway, and two 21-foot diameter penstocks leading to the 
powerhouse which is integral with the intake section of the dam. The powerhouse contains two LP. 
Morris vertical Francis type turbines and electric generators with a total capacity of 48 MW. 
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Kerr Plant 

The Kerr Plant is located on the Flathead River approximately six miles downstream from the south 
end of Flathead Lake. It is licensed by the FERC as Project No. 5 and is a joint license to PPL 
Montana and the Confederated Salish and Kootenai Tribes of the Flathead Nation (the "CSKT"). 
The license expires December 31,2035, but under its terms the CSKT have the option to purchase 
the Kerr Plant at any time between 2015 to 2025, as further described below under "Hydroelectric 
License Commitments."1 

The Kerr Plant was originally constructed in 1938 and consists of a 380-foot long, 200-foot high 
concrete arch dam with 14 overflow spillway gates across the crest, a concrete intake on the left 
abutment of the dam, three concrete and steel lined penstock tunnels, and a concrete powerhouse 
containing two Newport News vertical Francis type turbines, one BLH-I.P. Morris vertical Francis 
type turbine that was added in 1954, and electric generators with a total operating capacity of 
194 MW2 

Thompson Falls Plant 

The Thompson Falls Plant is licensed by the FERC as Project No. 1869 and is located on the 
Clark Fork River at the town of Thompson Falls. The current license was issued on 
December 28, 1979 and expires December 31, 2025. The license was amended in 1990 to allow 
for the construction of Unit 7. 

The Thompson Falls Plant consists of two dams (the main dam and the dry channel dam), the 
original intake and powerhouse, and the Unit 7 powerhouse and intake. The main dam is a 913-
foot long, 18-foot high concrete gravity structure with 38 bays with removable panels, flash boards, 
and stanchions. The dry channel dam has two sections: a non-overflow sluiceway section that is 
122 feet long and 38 feet high, and an overflow ogee section that is 289 feet long and has 12 bays 
with removable panels, flashboards, and stanchions. The original intake and powerhouse is a steel 
and concrete structure with a cut rock exterior, and the intake is integral with the powerhouse. It 
contains six Allis Chalmers vertical Francis type turbines and electric generators with a total capacity 
of 36 MW The original plant was constructed in 1915. Unit 7 was completed in 1995 and is a 
reinforced concrete structure containing one 50 MW Kvaerner vertical Kaplan type turbine and 
electric generator. Unit 7 is located between the original powerhouse and the dry channel dam. 

In late 2010, PPL Montana completed construction at the main dam of a 75-foot high steel and 
concrete fish ladder consisting of 48 step pools. It commenced operations in 2011 and is the first in 
the United States specifically designed to accommodate bull trout, a federally listed 
threatened species. 

Mystic Plant 

The Mystic Plant is located at the headwaters of West Rosebud Creek high in the Beartooth 
Mountains of south central Montana. It is licensed by FERC as Project No. 2301. The current license 
was issued on December 17, 2007 and expires December 31,2050. 
Notes: 
1 PPL Montana financial projections assume conveyance of the Kerr Plant to the CSKT in September 2015. Revenues and costs for Kerr are excluded 

thereafter, 
2 The Kerr Plant has a nameplate capacity of 206 MW, but due to transmission constraints is currently limited to operating at 194 MW 
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The Mystic Plant was originally constructed in 1925 and consists of a concrete arch dam that is 388 
feet long and 41 feet high, a 150-foot long earth filled dike with a concrete core, a concrete 
intake, a 10,000-foot long flowline, a 118.5-foot high surge tank, a steel penstock that is 2,566 
feet long between the surge tank and powerhouse, and a reinforced concrete powerhouse with 
two horizontal Pelton turbines and electric gererators with a total installed capacity of 12 MW. In 
1978 a re-regulating dam was constructed downstream of the powerhouse. 

C. Key Agreements 

The Pacific Northwest Coordination Agreement 

The Pacific Northwest Coordination Agreement (the" PNCA") is an agreement among the various 
owners of major hydroelectric plants and electric systems in the Pacific Northwest. The PNCA 
provides the framework for optimizing the energy production in the Pacific Northwest, primarily by 
coordinating the operation of the hydro facilities in the Columbia River Basin. A map of facilities 
subject to the PNCA, which include PPL Montana's Kerr and Thompson Falls plants, is shown in 
Figure 19 below. 

Participants in the PNCA submit their hydroelectric resources (with operating constraints, if any) 
and their desired loads to a planning process that determines the total firm load that the system 
can serve over the "critical period." Each participant is assigned an allocated share of "firm load 
carrying capabil'lty" as a result of that planning process. Operating the entire system to produce 
optimum energy can produce mismatches between project generation and the project owner's 
concurrent needs, sa the PNCA includes provisions that require individual plants to operate in a 
certain manner to participate in the overall benefits of coordination. Scheduling of "interchange 
energy" from parties who have excess energy during a time period to parties that have a 
concurrent deficiency ensures that each party to the agreement can serve their firm load while 
operating their facilities in compliance with the optimization plan developed under the PNCA. The 
interchange energy is returned as conditions change or is settled out for cash if imbalances remain 
at the end of the reservoir refill period. 

The PNCA provides for headwater benefits' to be paid to reservoir operators by all downstream 
entities under a FERC-approved methodology. Under the PNCA, PPL Montana pays for benefits 
received at Kerr and Thompson Falls from the storage in the Hungry Horse Project, and PPL 
Montana receives payment for benefits downstream projects receive from the storage at Kerr. 

Note 
1 Under section 1 O(f) of the Federal Power Act, an owner of a hydropower project is required to reimburse upstream headwater project owners for an 

equitable part of the benefits it receives, These benefits. referred to as headwater benefits, are the additional energy production possible at a 
downstream hydropower project resulting from the regulation of river flows by an upstream storage reservoir 
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Figure 19 Hydroelectric Projects Owned by PNCA Patties 

The Missouri River Coordination Agreement 

PPL Montana and the u.s. government (acting through the us Bureau of Reclamation ("BOR ") are 
parties to the Missouri River Coordination Agreement (the "MRCA"). This agreement, which was 
originally signed in 1972, is intended to optimize the generation on the Missouri and Madison 
Rivers to protect the generating capability that existed before the BOR's Canyon Ferry Hydroelectric 
Project was built, and to provide for the payment of headwater benefits for the extra useable water 
that Canyon Ferry's construction provides PPl Montana. The Hehgen Reservoir and the Madison 
plant are on the Madison River, upstream of Canyon Ferry, while Hauser, Holter, Black Eagle, 
Rainbow, Cochrane, Ryan and Morony plants are on the Missouri River downstream of 
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Canyon Ferry. 

Figure 20 Hydroelectric Projects Coordinated by MRCA 
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The MRCA generally provides that Canyon Ferry will release enough water to provide PPL Montana 
with a specific minimum amount of generation from its seven downstream plants. This provision 
has been implemented in some dry years. The MRCA also provides that in an extended drought, 
the Hebgen and Canyon Ferry projects will be drafted to specified levels. If an extreme drought 
persists, all the Missouri-Madison reservoirs could potentially be emptied. 

PPL Montana and PPL EnergyPlus's Western Power Marketing group have established a good 
working relationship with the BOR for coordinating the operations on the Missouri River. That 
cooperation goes beyond, and sometimes supplants, the strict procedures in the MRCA, especially 
with respect to current conditions that were not anticipated or provided for when the MRCA was 
prepared. 

Hydroelectric License Commitments 

Kerr Project 

The Kerr project license was jointly issued by the FERC to The Montana Power Company and the 
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CSKT in 1985 for a 50-year term. Between 2015 and 2025, the CSKT have the option to purchase, 
hold and operate the project for the remainder of the license term, which term expires in 2035. PPL 
Montana's current calculation of the conveyance price is $51.6 million. The CSKT disputed this 
calculation and the parties are currently involved in the preliminary stages of discovery for binding 
arbitration before a panel of the American Arbitration Association pursuant to the license. Hearing 
of the matter before the panel is currently scheduled to begin January 22, 2014 and the FERC 
license provides that the arbitration panel is to issue a decision on or before March 5, 2014. PPL 
Montana expects the CSKT to exercise the purchase option and pay the conveyance price at their 
earliest opportunity in September 2015, at which time PPL Montana's interest in the project will 
vest in the CSKT without further action. 

Under the terms of the license, PPL Montana must pay an annual rent to the CSKT for use of their 
property on which the Kerr project is located. Rent expense for 2011 was $18.4 million and the 
rent expense for 2012 was $19.0 million. The rent is escalated annually based on changes in CPI. 
The obligation to pay rent will terminate if the CSKT exercise their purchase option. 

The license also requires PPL Montana to continue to implement a plan to mitigate the impact of 
the Kerr project on fish, wildlife and their habitats. Under this arrangement, PPL Montana has a 
remaining commitment to spend $6 million between 2013 and 2015, at which time the CSKT is 
expected to take ownership of the project. 

Missouri-Madison Project 

PPL Montana entered into two Memoranda of Understanding (the" MOUs") with state, federal and 
private entities related to the issuance in 2000 of the FERC renewal license for the nine dams 
comprising the Missouri-Madison Project. The MOUs are periodically updated and renewed and 
require PPL Montana to implement plans to mitigate the impact of its projects on fish, wildlife and 
their habitats, and to increase recreational opportunities. The MOUs were created to maximize 
collaboration between the parties and enhance the possibility to receive matching funds from 
relevant federal agencies. Under these arrangements, PPL Montana has a remaining commitment 
to spend $30 million between 2013 and 2040. A majority of the commitment will be expensed 
as incurred. 

D. Employees 

The Hydro Facilities are operated by a staff of 73 full-time employees (49 union, 24 non-union) and 
are generally staffed eight hours per day, five days per week by a team of operators who live either 
in PPL Montana-provided housing or in the area. An operator is on call 24 hours per day for each 
plant. The five plants near Great Falls are staffed collectively and are controlled from a central 
control room located at the Rainbow Plant, which is staffed 24 hours per day. For major 
maintenance in Great Falls, PPL Montana maintains a maintenance staff at the Rainbow shop 
located in Great Falls. The shop is staffed with 14 union employees. 

The 49 unionized Hydro Facilities employees are members of IBEW Local 44. 
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Figure 21 Hydro Employees 
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Figure 22 Historical Performance 
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SECTION 4 

Management and Support 
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Managelnent and Support 

A. Compliance 

Health and Safety 

PPl Montana is a leader in employee safety, becoming the first private company in Montana to 
earn the federal government's highest recognition for excellence in voluntary occupational safety 
and health programs. The Kerr, Madison, Hebgen, Holter, Hauser and Thompson Falls plants have 
been designated by OSHA as "VPP Star" plants. The Voluntary Protection Program ("VPP") is an 
OSHA cooperative program that recognizes employees and workers in private industry and state 
agencies for the implementation of effective health and safety management systems that maintain 
injury and illness rates below the respective averages for their industries. VPP participants are 
exempt from OSHA programmed inspections while they maintain their VPP status. 

The table below provides an overview of PPL Montana's OSHA reportable incident rates for the 
Facilities, which have been consistently below the average for electric power generators: 

Figure 23 Employee Incidents 

OSHA Recordables 2 3 4 0 

OSHA Inddent Rate I 1.33 2.71 4.2 5.04 0 

Severity [late' 2.65 0 5.3G 8.83 0 

lost Time Incidents 1 1 2 1 0 

Notes: 
t Equah number of injuries and i!Jness€s multiplied by 200,000 divided by employee hours. worked. 
2 A ffiiilth~matical <akulatioo that describes the number of lost day$ per number of recordab!€- incidents. 

Environmental 

PPL Montana endeavors to generate electricity in an efficient manner, and to meet or exceed all 
applicable environmental laws and regulations. PPL Montana has a solid record of environmental 
compliance at the Hydro Facilities and maintains an excellent relationship with the Montana 
Department of Environmental Quality. When non-compliance has been identified, PPl Montana 
has moved quickly to address the issue. Since PPl Montana acquired the Facilities there have been 
no material penalties imposed with respect to their operation. Figure 24 lists the notices of 
violation received by PPl Montana with regards to the Facilities within the previous five years. 
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Figure 24 Facilities Notices of Violations and Penalties 

2010 Thompson Falls NOV - No Fine 

2010 Madison NOV-No Fine 

2012 Ryan NOV- No Fine 

Environmental and Community Investment 

Durinq fish ladder construction, frost on equipment 

melted durinq warm day~ carryinq small amount of oil 

(-114 ounce) into water causinq a sheen. Implemented 
correctIve actions to contain oil residual from 

equipment. 

Boulder feU on dam, damaqed hydraulic lines and 
spilled about 12 qallons of hydraulic oil into river. Oil 
booms placed downstream to capture oiL Rock cliff 
anchors instaHed a!onq with a rock fence to prevent 

this type of incident from occurring in future. 

Vio!atroD letter for failure to maintain proper chlorine 

residual of the drinking water system 

PPL Montana's commitment to the environment is reflected in its financial contributions in support 
of environmental and community development initiatives throughout the State of Montana. Along 
the rivers and streams where it operates, PPl Montana has invested millions in fisheries, wildlife 
habitat and recreational improvements, and its investments have in many cases attracted matched 
funding from federal, state and non-governmental entities. The Facilities are situated in some of the 
mosl scenic areas of the state, and PPL Montana works with a variety of stakeholders to provide 
recreation opportunities that benefit Montana residents and create business opportunities for 
recreation providers. 

Additionally, PPl Montana supports various local organizations that are addressing issues related to 
the environment, economic development and education, and has awarded 160 grants and donated 
$1 million over the past five years to such programs. Also, more than 50 business and community 
leaders from across the state have served at various times on an advisory board established by PPl 
Montana to guide these contributions. 

Water Rights 

PPL Montana owns water rights necessary for the operation of the Facilities. All water rights claims 
throughout the state are currently being adjudicated in the Montana Water Court and PPL 
Montana believes its rights will be finally adjudicated as filed. 

Water use in Montana is generally guided by the prior appropriation doctrine common in the West. 
One of the legal principles under the prior appropriation doctrine is "first in time is first in right" -
i.e., the first person to use water from a source establishes the first right, the second person is free 
to divert flows from what is left, and so on. During a dry year, the person with the earliest priority 
date has the first chance at the available water to the limit of the person's established right. The 
holder of the second priority date has the next chance, and so on. 
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PPL Montana's water rights associated with :he Facilities are considered "senior" water rights 
because those rights generally have very early priority dates and because the flow of the source is 
considered more than adequate. It appears unlikely that those water rights claims would be 
adversely affected through the adjudication process in a manner that would be expected to 
materially affect the operation of the hydro projects. PPL Montana's water rights associated with 
the Hydro Facilities would be transferred to Hydro Newco as part of the pre-closing reorganization. 

FERC & NERC 

PPL Montana is certified as an Exempt Wholesale Generator ("EWG") with FERC and is authorized 
by FERC to sell electricity at market-based rates. Additionally, as discussed more fully in "Facilities 
Overview" above, the Facilities operate under various hydroelectric licenses issued by FERC. 

PPL Montana assets are in the WECC's NERC Region. WECC is charged with monitoring and 
enforcing compliance with the NERC Reliability Standards in its region. PPL Montana is registered 
with NERC in the following functional categories: Generator Owner, Generator Operator and 
Purchasing-Selling Entity. In addition, PPL EnergyPlus is also registered in WECC as a Purchasing­
Selling Entity. 

In 2010, WECC completed a non-CiP legacy standards audit of PPL Montana. There were no 
findings of non-compliance. To date, PPL Montana has not been subject to an audit for compliance 
with NERC's Critical Infrastructure Protection ("CIP") Cyber Security Reliability Standards. 

From time to time, PPL Montana has identifiec potential noncompliance with the NERC Reliability 
Standards and has self-reported such issues to WECC. The penalties assessed by WECC have been 
minor (both on an individual and on an aggregate basis) in recognition of the nature of the alleged 
violations and the quality of PPL Montana's NERC compliance program. 

It is expected that prior to completing the pre-closing reorganization, Hydro Newco would be 
certified as an EWG with FERC and obtain market-based-rate authorization, and would be 
registered with NERC as a Generator Owner, Generator Operator and Purchasing-Selling Entity. 
The FERC hydro licenses for the Facilities would be transferred to Hydro Newco as part of the 
reorganization. 
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Figure 25 
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1 Exdudes Western Power M.arketing Business, mewn in Figure 27, as well as those employees who are exdusively as.sociated with the thermal facilities. 
2 Information Service5 Department. 

PPL Montana's experienced management team is based primarily at the company's corporate 
headquarters in Billings. Most of this team has been with PPL Montana since it acquired the 
Facilities, and its members have an average of 29 years of experience in the industry. 
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Leadership Team Biographies 

Peter Simonich, Vice President & Chief Operating Officer 

Pete, with more than 30 years of experience in the industry, serves as PPL Montana's vice president 
and chief operating officer with responsibility for management and operation of PPL's hydroelectric 
and fossil-fuel generating plants in the state. Prior to his current position, Pete served as manager 
of generating assets responsible for PPL Montana hydro and environmental compliance areas and 
Colstrip plant manager. 

Charlie Baker, Controller 

Charlie has more than 15 years of auditing and accounting experience, much of it in the utility 
industry. Baker joined PPL Montana in November 2000 as manager of Financial Reporting and was 
promoted to financial controller of PPL Montana in 2002. Prior to joining PPL, Baker was an audit 
manager with KPMG, LLP. 

David Kinnard, Associate General Counsel 

Dave joined PPL in 1999 as one of its first Montana employees and supervised the final legal details 
of the acquisition of generation assets of the Montana Power Company. Before joining PPL, he 
was vice president and general counsel for United Tote Company of Shepherd, MT for nine years. 

Gordon Criswell, Director - Environmental and Engineering Compliance 

Gordon has worked with Montana generation since 1980 in the areas of engineering and 
environmental. He oversees NCRC compliance, environmental compliance, hydro dam safety and 
hydro licensing compliance. Prior to his current position, Criswell worked at the Colstrip Facility for 
28 years in the design, start-up, environmental and plant engineering areas. 

Jeremy Clotfelter, Plant Manager - Hydro O&M 

Jeremy joined PPL Montana in 1993 at the Colstrip power plant and has nearly 20 years of electric 
generating experience. He moved to the hydroelectric side of PPL Montana in 2006 and is 
responsible for the operation and maintenance of PPL Montana's hydroelectric facilities. Prior to 
joining PPL Montana, Jeremy worked at the Araconda Smelter superfund site as an environmental 
engineer. 

David Hoffman, Director - Montana External Affairs 

David joined PPL in 2002 as the director of external affairs for PPL Montana. His duties include 
oversight of government relations, regulatory affairs and community relations. Prior to joining PPL, 
Hoffman practiced law in Montana, served in the Montana House of Representatives and was an 
administrator of the Utility Division of the Montana Public Service Commission (" MPSC "). David is 
based in Helena, MT. 
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Tom Rodgers, Director - Human Resources and Labor Relations 

Tom joined PPL in 2009 and has more than 20 years of experience as a human resources 
professional with expertise in labor relations and organizational development. In addition to having 
previous experience as an independent consultant providing guidance and leadership to numerous 
companies, Rodgers was formerly vice president of human resources for Alliant Techsystems Inc. 

C. Compensation and Employee Benefits 

PPL Montana maintains competitive compensation and benefit programs for its employees 
consisting of base pay and incentive compensation as well as a comprehensive benefits package. 
Generally, all of PPL Montana's employees participate, or have the opportunity to participate, in tax 
qualified defined benefit and/or defined contribution pension plans, as well as a variety of health 
and welfare plans and programs. Additionally, PPL Montana's non-union employees are eligible for 
certain forms of incentive compensation. A brief description of the employee benefit programs 
available to the PPL Montana hydro employees is set forth below. 

Pensions and Post-Retirement Benefit Plans 

PPL Services Corporation sponsors a defined benefit (cash balance) pension plan for PPL Montana 
employees, and PPL Montana sponsors an unfunded other postretirement benefit plan providing 
for certain retiree medical benefits.' The pension plan is closed to salaried (non-union) employees 
hired on or after January 1, 2012. Both plans are closed to IBEW Local 44 employees hired on or 
after July 1, 2013. 

The defined benefit pension plan is invested in the PPL Services Corporation Master Trust that also 
includes other subsidiary pension plans and two 401 (h) accounts that are restricted for certain 
other postretirement benefit obligations. It is anticipated that at or prior to the closing of the 
Transaction, Hydro Newco would become the sole sponsor of the pension plan covering the PPL 
Montana hydro employees and that following closing, the Master Trust assets attributable to the 
pension plan covering the PPL Montana hydro employees would be transferred to a new or existing 
pension trust established by Hydro Newco or the new owner. Hydro Newco would also adopt a 
post-retirement medical benefits plan substantially the same as the existing PPL Montana plan. 

Note: 
1 PPL Montana is also a sponsor of the pension plan; PPL Services Corporation is the plan's sponsor for administrative and reporting purposes, 
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Health plans & Other Benefits 

The PPL Montana hydro employees participate in PPL's health plan, which consists of medical and 
dental coverage, including a prescription drug plan. 

Other PPL benefits provided to the PPL Montana hydro employees include: 

• life insurance 

• Accidental death and dismemberment insurance 

• Short-term disability 

• Long-term disability 

e Dependent life insurance 

• Vision 

• Flexible Spending Accounts 

• 401(k) plan supplementing defined benefit pension plan (PPL subsidiary Savings Plan)' 

• 401(k) plan with enhanced employer matching (PPL Retirement Savings Plan)2 

In addition to the Facilities, which are located throughout Montana, PPL Montana maintains office 
space in Billings, Butte and Helena. PPL Montana owns the Butte office and !eases the office space 
in Billings and Helena. 

Figure 26 office Space Overview 

Lease Expiration 

Annual Base Rent 
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Management 
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ISO,' 
Hydro Engineering 

NfA-owned 

NfA-owned 

1 Non-union €mployees. hire<! before January 1, 2012 and local 44 employees. hired b€fore July 1,2013_ 
2 NOll-union employees hired 0(') Of after January 1, 2012 and loca!44 emptoYBEs hir8l Dn or after Ju!y 1,2013 
3 Information Services Department. 
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E. Collective Bargaining Agreements 

PPL Montana has maintained a positive labor-management working relationship - in the 13 years 
since PPL Montana acquired the Facilities, there have been no material labor disputes. PPL Montana 
recently agreed with IBEW Local 44 upon a new collective bargaining agreement that will remain in 
effect through April 30, 2017. This agreement was ratified by the union in May 2013. Hydro 
Newco would assume the collective bargaining agreement with respect to the union employees 
transferred to Hydro Newco in connection with the pre-closing reorganization. 

F. Shared Services 

Management of the Facilities requires utilization of several shared business services supplied by 
other PPL affiliates such as corporate accounting, corporate tax, financial reporting, legal, supply 
chain, and compensation and benefits administration. These services are performed locally at both 
the Montana office locations as well as in the field along with support from PPL corporate 
headquarters in Allentown. These services are performed across both the thermal and hydro 
facilities. As the Allentown-based employees are expected to remain with PPL, a prospective buyer 
will need to make its own assessment regarding the need for these services after closing. 

Information technology is a centrally managed service within PPL using standard processes and 
common technology. Very little technology is deployed locally; most application systems used to 
support the Facilities are used across all sectors of the Company. These applications are accessible 
via PPL's proprietary data network (" PPLNet") and are normally served from PPL's central computer 
centers across this network. As such, and with very few exceptions, the licenses for the business 
systems and applications in use by PPL for management of the Facilities, and by PPL EnergyPlus in 
Montana, will not transfer with the sale and will remain with PPL. 

To support access to information technology, including internet and intranet access, use of business 
applications, and use of corporate email and calendars, network connectivity has been established 
between the Montana offices and PPL's headquarters in Allentown. Local area networks are in 
place within Montana to serve the Facilities as well as the Montana office locations. These local 
area networks exist on a wide area network backbone that provides connectivity to the corporate 
IT assets. 

Corporate supplied end-point devices, including workstations, laptops and printers are in use at the 
various facilities; these devices typically use corporate supplied software including Microsoft Office, 
Symantec end-point virus protection, and other personal productivity tools. License rights to these 
products will remain with PPL; the devices themselves will be transferred. 

PPL is willing to consider providing transition services covering these shared services as part of the 
Transaction, for a limited time and on a negotiated basis. 

G. Legal 

Riverbed Litigation 

Over the past decade, PPL Montana has been involved in litigation with the State of Montana as to 
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whether lease payments or other compensation is owed to the State by PPL Montana for its use of 
certain of the Facilities and occupancy of riverbeds in Montana for the period following PPL 
Montana's acquisition of the hydroelectric facilities in December 1999. The State contends that the 
beds of Montana's navigable rivers became state-owned trust property upon Montana's admission 
to statehood, and that the use of them should, under a 1931 regulatory scheme enacted after all 
but one of the Facilities in question were constructed, trigger lease payments for use of land 
beneath. PPL Montana contends that the riverbeds were not navigable at the time of Montana's 
admission to statehood and therefore title to the riverbeds remains with the U.S. 

In June 2008, the Montana District Court awarded the State retroactive compensation of 
approximately $34.7 million for the 2000-2006 period and approximately $6.2 million for 2007 
compensation. Those unpaid amounts continued to accrue interest at 10 percent per year. The 
Montana District Court also deferred determination of compensation for 2008 and future years to 
the Montana State Land Board. In October 2008, PPL Montana appealed the decision to the 
Montana Supreme Court, requesting a stay of judgment and a stay of the Land Board's authority to 
assess compensation for 2008 and future periods. 

[n March 2010, the Montana Supreme Court substantially affirmed the June 2008 Montana District 
Court decision. PPL Montana appealed this decision to the U.S. Supreme Court, and on February 
22, 2012, the U.S. Supreme Court issued a unanimous decision overturning the Montana Supreme 
Court decision and remanded the case to the Montana State courts for further proceedings 
consistent with the U.S. Supreme Court's opinion. Further proceedings have not yet been 
scheduled by the Montana District Court nor has the Montana Attorney Genera[ attempted to take 
any further action with regards to the litigation since the issuance of the U.S. Supreme Court 
decision. 

PPL Montana believes the U.S. Supreme Court decision resolves certain questions of liability in this 
case in favor of PPL Montana and [eaves open for reconsideration by the Montana courts, 
consistent with the findings of the U.S. Supreme Court, certain other questions. Specifically, the 
U.S. Supreme Court held, as a matter of law, that the segments of the Missouri River involving 
PPL Montana's dams near Great Fa[ls (Black Eag[e, Rainbow, Cochrane, Ryan and Morony) were not 
navigable at the time of statehood. As to the remaining five dams involved (Hebgen, Madison, 
Hauser, Ho[ter, and Thompson Falls), the Court noted there is a "significant [ike[ihood" that the 
river segments at issue would also fail the federal navigability test. Upon issuance of the 
U.S. Supreme Court's decision, PPL Montana reversed its loss contingency accrual of approximately 
$89 mi[lion. Any future losses arising from this matter are not expected to be material. 
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H. Insurance 

PPL maintains usual and customary insurance programs for the Facilities. 

Property coverage is provided under the PPL Corporate All Risk Property insurance program, which 
is provided by FM Global and has a per-accident limit of $4.0 billion and a per-accident deductible 
of $2.5 mHlion. 

PPL Montana is insured for public liability claims under the PPL Corporate Liability insurance 
program, which has a per claim limit of $225 million and a per claim deductible of $4 million. 

PPL Montana maintains a $500,000 vehicle liability policy covering the operation of PPL Montana vehicles 

For workers' compensation, PPL Montana is insured under the PPL Corporate Statutory Workers' 
Compensation policy, which has a deductible of $5,000,000 per accident. PPL Montana also maintains a 
claim accrual account for the cost of workers' compensation claims that fall under the deductible. 

PPL Montana is a member of the Western 11terconnected Electric Systems Insurance Program 
("WIES "), which protects against third party liability claims arising out of electrical disturbances 
from the Western Interconnected Transmission System. The coverage limit is $9,000,000 and the 
deductible is $1,000,000. 

PPL would maintain similar coverage for Hydro Newco prior to closing of the Transaction, and the 
buyer would be responsible for replacement coverage going forward. 

I. Affiliate Credit Facility and Credit Support 

PPL Montana funds capital expenditures and otherwise satisfies its liquidity needs in part pursuant 
to a $100 million credit facility provided by its affiliate, PPL Investment Corporation. This facility 
would be terminated and amounts due repaid or cancelled at or prior to closing of the Transaction. 
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Western Power Marketing Business 

A. Western Power Marketing Business Overview 

PPL EnergyPlus is a wholly owned, indirect subsidiary of PPL and acts as its power marketing arm, 
managing wholesale supply portfolios and aggregating retail load throughout the Mid-Atlantic, 
Northeast and West. PPL Montana currently has a contract to sell the output of its facilities to PPL 
EnergyPlus, which resells the output in wholesale and retail transactions,l PPL EnergyPlus owns the 
Book and has a group of 21 employees located in Butte, Montana that perform power marketing 
activities, as well as various asset management activities, exclusively relating to PPL Montana, 
Bidders interested in acquiring this Western Power Marketing Business will have the opportunity to 
bid separately for this business in connection with the Transaction process, 

PPL EnergyPlus's marketing objective with respect to the PPL Montana facilities is to maintain a 
strong competitive position as an asset-backed marketer of energy products and services in the 
WECC at the wholesale and retail levels, To achieve this objective, PPL EnergyPlus: 

• Endeavors to penetrate high-value markets and optimize the facilities to increase revenue 
and profitability 

• Markets diverse energy products and services by developing a profitable menu of structured 
financial and physical products that meet customer needs 

• Maintains a risk and credit managemen: program to quantify, manage, and hedge risks 
and exposures 

PPL EnergyPlus's primary market objective is to develop a portfolio of wholesale term contracts, 
spot market sales, and retail contracts in regions throughout the WECC to ensure a diversity of 
revenue streams and avoid over-reliance on anyone market or customer class, PPL EnergyPlus's 
portfolio approach helps ensure positive margins for a significant amount of available energy and 
enables PPL EnergyPlus also to benefit from short-term price variations, 

Generally, PPL EnergyPlus strives to sell as much power as possible from the facilities within Montana, 
given the proximity of the generating assets and in order to minimize transmission costs. However, 
PPL EnergyPlus is a net exporter of power into other markets within the regional Northwest market 
and a substantial portion of exports occurs in off-peak periods during the night. Transmission capacity 
both in and out of the state comes from fOUl' major transmission paths: west to the Northwest, 
southwest to Idaho, southeast to Wyoming and east to North Dakota through the ACiDC 
transmission interconnection (See Figure 3). Following the completion of the Montana-Alberta Tie 
Line, a fifth transmission path will be added north to Alberta, Canada. 

Note: 
1 This agreement is expected 10 be terminated with respect to the Facilities upon closing of the Transaction, subject to any transitional requirements of 

PPL EnergyPlu5 with respect to the Western Power Marketing Business, 
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Organization 

Below is a chart that shows the organizational structure of the Western Power Marketing Business: 

Figure 27 PPL EnergyPlus Western Power Marketing Organizational Chart 

,-----------------------, I 
I I 
I I 
I I 

I 
I 

i 
I 
I 
I 
I 
I , 

~::.::. ':! fndicates positions that are not induded in the sale; aU others are intended to be induded 

Notes: 
1 fuel procurement is provided by PPl EnergyP!u5. in AUentollllfl, not by th€> Western Power Milrketing staff in Montana However, employee:; located tn 

Montana have the nece<"..&9:ty expertise to perform the fuel procurement function. 
2 Refers to lnfotmation Servic.e5 Departme-nt, which supports bath the Westem Power Martetrng Business and the PPL Montana hydro operations. 

Management 

Joel Cook is Vice President of Retail Marketing and Western Trading of PPL EnergyPlus_ Joel 
oversees PPL EnergyPlus's Western Marketing and Trading activities in the western us as well as 
all oil and natural gas trading and marketing in the northeast u.s. Cook joined PPL in 1999 and 
was named vice president in June 2008. Prior to joining PPL, Cook served as director of trading 
and operations for Montana Power Company_ 
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Wholesale 

The Western Power Marketing Business has the resources and expertise necessary to succeed in the 
wholesale markets throughout the WECC. Its employees possess valuable experience marketing the 
output of the PPL Montana facilities that enhances PPL EnergyPlus's access to wholesale markets. 
Their experience and familiarity with the assets and the WECC market provide a unique opportunity 
to leverage existing experience and relationships. The excellent staff of professional power industry 
personnel has many decades of experience related to the generation, production, marketing, 
dispatching, transmission, and distribution of energy. Western Power Marketing employees are well 
known throughout the WECC, and the group is respected as an innovative organization and fair 
partner. The Western Power Marketing staff knows and understands the market, the players, and 
the transmission infrastructure in the WECC. The Western Power Marketing trading floor is staffed 
around-the-clock, 24 hours/day, 365 days/year to ensure that the supply of energy meets the 
demand. The staff has marketed power on a real-time basis for decades. The team supplies 
customers' load through a combination of long-term purchase contracts and purchases in the spot 
market. The personnel have extensive experience in commodity risk management and have 
attended to supply reliability issues for decades. 

Retail 

PPL EnergyPlus has also implemented a retail marketing plan aimed at optimizing the value of PPL 
Montana's facilities. The primary target of PPL EnergyPlus's retail marketing efforts is the large end 
users within Montana who have peak demands of approximately 5 MW or more, and those who 
currently have choice above 1 MW. These end users, who (subject to certain restrictions) have the 
ability to choose alternate energy suppliers, represent a large portion of the state's end-use 
consumption. PPL EnergyPlus, through the Western Power Marketing Business, is in the best 
position to serve these customers, due to its employees' experience and knowledge of the market, 
their excellent customer service, and proximity to the customers. The valuable experience and 
customer connections of PPL EnergyPlus's Western Power Marketing employees significantly 
enhance the retail marketing effort. 
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The following table illustrates the estimated historical incremental revenue generated from PPl 
Montana's facilities by the operations of the Western Power Marketing Business: 

Figure 28 Western Power Marketing Business Historical Incremental Revenue 

Revenues (limml 
Wholesale Revenues 429.1 403.9 383.0 219.5 
Retail Revenues 109.4 100.4 83.8 76.1 
Volumes {GWhs} 
Wholesale Volumes 10,075 9,146 8,034 6,062 
Retail Volumes 2,199 2,049 2,137 2,217 
Prices /1fMWhl 
Wholesale Price 42.59 44.16 47.67 36.21 
Retail Price 49.76 49.01 39.23 34.30 
ATe Mid-C Price' 32.58 32.82 23.80 19.32 
Incremental Revenue {Smm} 
Wholesale 100.9 103.7 191.8 102.4 
Retail 33.2 33.0 33.2 

Note: 
1 Reflects avemge yearly around-the-clock (ATe) price. 

Future Impact of Existing Contracts 

PPL EnergyPlus currently has several wholesale and retail contracts which are projected to account 
for more than 8.0 million MWh through 2017. The following table shows the volumes, average 
prices and projected incremental revenue from the wholesale and retail contracts that PPl 
EnergyPlus has entered into as of March 1,2013 and which are expected to remain in place on or 
after July 1, 2013. For the wholesale contracts, first the differences between average contracted 
peak and off-peak prices and the average peak and off-peak realized merchant prices projected by 
PA Consulting as part of its Independent Energy Market Expert Report are calculated. The price 
differences are then multiplied by total peak and off-peak contracted fixed price volumes to 
produce the total incremental revenue for each year. Since all of the retail contracts are based on 
around-the-clock (ATe) prices, the differences between the average ATe prices and the average 
realized merchant prices projected by PA Consulting are calculated. Similar to the wholesale 
contracts, the price differences for the retail contracts are then multiplied by ATC contracted fixed 
price volumes to produce the total incremental revenue for each year. 
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Figure 29 Projected Incremental Revenue from Existing Contracts 

Average Peak Price Contracted 

AveragePeak Price PA Realized Merchant Price 
Delta 

TO\JI Wholesale Peak 

Average Off"Peak Price Contracted 

Average Off-Peak Price PA Realized Merchant Price 

Delta 
Total Wholesale Off-Peak Generation (MWh) 

Total Wholesale Adjustment 

Retail Contracts 
Around-Tlle-Clock Price" Contracted 
Around·The·Clock Price - PA Realized Merchant Price 
Delta 

Total Retail Around-The-Clock Generation 

. ! 

The direct overhead costs associated with the Western Power Marketing Business were $4,675,810 
in 2012. These costs include the wages and benefits for the 21 employees within the business and 
other operating costs including travel, information systems, building, office supplies and utilities 
expenses. These direct overhead costs do not include indirect costs associated with services and 
allocations from PPL EnergyPlus headquarters and its affiliates in Allentown. 

Transmission 

PPL EnergyPlus procures transmission rights necessary to move the power generated by the PPL 
Montana facilities to fulfill PPL EnergyPlus's wrolesale and resale contract obligations. The Hydro 
Facilities are interconnected to NorthWestern Energy's system pursuant to two generation 
interconnection agreements ("GIAs") between PPL Montana and NorthWestern Energy: one for the 
Rainbow Facility, which became effective upon completion of the Rainbow redevelopment contract 
(the "Rainbow GIA"), and one that covers the remainder of the Facilities (the "Grandfathered 
GIA" ).1 PPL EnergyPlus uses the NorthWestern Energy system, which is directly interconnected with 
systems owned by other energy companies and federal power authorities, to move energy from the 
Facilities to delivery points inside and outside of Montana. As NorthWestern Energy's transmission 
system has become fully subscribed over recent years, largely as a result of new generation projects 
interconnecting to its system, PPL EnergyPlus has increased the amount of long-term transmission 
rights it procures to provide for unconstrained delivery of its generation output. In addition, PPL 
EnergyPlus sells a significant amount of its generation output to large end-users and resellers in 
Montana who then utilize their network transmission rights to move the purchased energy to their 
respective delivery points. The table below highlights the long-term point-to-point transmission 
rights currently held by PPL EnergyPlus. 

Note 
1 The Grandfathered GIA also covers PPL Montana's thermal facilities, It is expected that prior to closing of the Transaction the Hydro Facilities covered 

under the Grandfathered GIA would be covered under a separate GIA containing substantially the same terms as those within the Grandfathered GIA. 
This separate agreement would be transferred, along with the Rainbow GIA, to Hydro Newco in connection with the pre-closing reorganization. 
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Figure 30 
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$37,920 
$37,920 11112014 
$37,920 11112014 
$37,920 4 51112015 
$37,920 7 1/112016 
$37,920 7 7/112018 
$37,920 25 11112022 
$37,920 111112015 
$37,920 111112015 

PPL EnergyPlus's access to markets and loads is heavily conlingenl on tili, regional transmiSSion 
interconnection system. However, the Montana-Alberta Tie Line, which is currently under 
construction, provides a new opportunity for upside to the Facilities through access to additional 
markets. The new merchant line with expected capacity of 300 MW is expected to provide 
additional opportunities to move surplus energy north into Alberta. Although the line is currently 
fully subscribed by wind resources, given the nature of the intermittent wind generation pattern, it 
is anticipated that significant opportunities will exist to utilize this new transmission capacity on a 
short-term or non-firm hasis to enhance margins. 

Additionally, in February 2008, PPL Montana submitted a generation interconnection request to the 
BPA to begin the process of interconnecting the Thompson Falls plant with the BPA's 230 kv 
transmission system. In order to mitigate any potential effects to NOlthWestern Energy's 
transmission system, it is expected that Thompson Falls will continue to maintain an 
interconnection with NorthWestern Energy. PPL Montana and BPA have completed the GIA 
Feasihility Study, the System Impact study, and the Facility Study agreements. Work continues with 
the NEPA Study and BPA's internal Project Review Determination, which are expected to be 
completed and a record of decision issued in 2013. If the decision is made to rnove forward with 
the project, completion could be expected in late 2015 or early 2016. Significant expected benefits 
for the Western Power Marketing Business as a result of this project would include the ability to 
eliminate existing NorthWestern Energy transmission costs currently associated with Thompson 
Falls, as well as the ability to directly access the Mid-C market and loads further west. In 
anticipation of this new interconnect, PPL EnergyPlus has also secured 100 MW of long-term firm 
Notes: 
1 The generation point of receipt for these transmission service agree:ue!lb is currently being challenged by NorthWestern Energy in a proceeding at 

FERC. whereby NorthWestern desiRs to change the point of receipt in each case to a specific generating vnlt to be designated by PPL 
2 Transmission right commence;; upon completion of NorthWestern upgrades not anticipated until 2014_ 
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transmission rights that can be redirected to the new Thompson Falls/BPA interconnect in order to 
provide for delivery to points west on BPA's system. The majority of the costs associated with this 
new interconnect are expected to be recoverable through BPA transmission credits. 

B. Affiliate Credit Support 

PPL EnergyPlus utilizes letters of credit, as well as guarantees and cash collateral, provided by PPL 
Energy Supply, LLC to support the Western Power Marketing Business. A buyer purchasing the 
Western Power Marketing Business from PPL EnergyPlus would be expected to replace the credit 
support solely relating to that business upon closing. As of March 1, 2013, the total amount of 
letters of credit issued for the account of PPL EnergyPlus solely with respect to the Western Power 
Marketing Business was $25 million. 
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Financial Information - Hydro Facilities Only 

A. Historical Finandals 

The historical financial data (2009-2012) presented herein is derived from PPL Montana's audited 
financials for the years ended December 31, 2009, 2010, 2011 and 2012, which were prepared in 
accordance with Generally Accepted Accounting Principles ("GAAP") and have been adjusted to 
exclude non-recurring litigation expenses and cost allocations for shared services provided to PPL 
Montana by its affiliates. Revenues and margin-related expenses were allocated between the 
thermal and hydro facilities based on MWhs of generation for each group of assets. Net revenues 
include wholesale and retail revenues offset by energy purchases and other miscellaneous items. 
PPL Montana corporate expenses were allocated to its hydro assets based on those costs that are 
directly attributable to the hydro assets and costs not directly attributable to any specific assets 
based on MWhs of generation. Marketing expenses associated with the Western Power Marketing 
Business are detailed separately in Section 5. 

Figure 32 Historical Financial Information related to the Facilities (hydro assets only) 

Fiscal Year Ended December 31, 

($ in millions) 2009A 2010A 2011A 2012A 
Net Revenues i 164 165 200 199 

Cost of Fuel and Purchased Power 
Gross Margin 164 165 200 199 

Operating Expenses 

Other O&M Expense ( 19) (9) (22) (22) 

Kerr - CSKT Annual Rent Expense ( 18) (18) (18) (19) 

Property Taxes (10) (11 ) ( 12) (13) 

Generation Taxes (1 ) (1 ) (1) (1 ) 

Total Plant Operating Expenses (48) (39) (53) (55) 

PPL Montana Corporate Expenses (6) (4) (6) (5) 

Total Operating Expenses (54) (43) (59) (60) 

67% 74% 71% 70% 

Capital Expenditures 

General Hydro 19 22 18 18 

Rainbow Redevelopment Project 16 82 61 27 

Total Capital Expenditures 35 104 79 45 

Note 
1 Net revenues include allocated portions of wholesale and retail revenues noted in Figure 28 offset by energy purchases of $51 mm, $37mm, $32mm 

and $23mm in 2009, 2010, 2011 and 2012, respectively, and other miscellaneous items, The revenues and energy purchases were allocated to the 
Facilities based on MWhs of generation as described above 
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Discussion of Historical Results 

Revenue and Gross Margin 

The major drivers of the year-over-year changes in revenue and EBITDA are the market prices of 
power, as well as the generation output and forced and planned outages. PPL Montana has a 
power sales agreement with PPL EnergyPlus to sell the output from the Facilities to PPL EnergyPlus. 1 

The sale occurs at each generating station, where PPL EnergyPlus takes ownership of the output. 
The revenue received by PPL EnergyPlus on resale to third parties, including revenue related to 
wholesale and retail contracts and other hedging activity, is reduced by energy purchases, 
transmission expenses and other sales-related costs, and then recorded as revenue for PPL 
Montana. 

Operating Expenses 

Operating expenses are comprised of Facility-level operating and maintenance expenses ("O&M"), 
rent expense to the CSKT under the Kerr project license, property taxes, generation taxes and PPL 
Montana corporate expenses. 

Plant O&M expenses include expenses generally associated with salaries and benefits for plant 
employees, professional services and expenses for routine maintenance of the Facilities (including 
outage projects not otherwise capitalized), and Facility insurance costs. 

Property taxes are determined each year by the Montana Department of Revenue in an annual 
valuation process. The generation tax imposed by the State of Montana is $0.20 per MWh of 
generation. 

PPL Montana also provides several business services to each individual Facility including corporate 
accounting, financial reporting, supply chain, information services, legal, environmental and human 
resources. These services are performed locally at both the PPL Montana headquarters as well as in 
the field. PPL corporate support functions are charged to PPL Montana via direct charges as well as 
indirect corporate allocations. The historical financial information presented herein includes those 
direct charges for PPL corporate support associated with the hydro assets but excludes indirect 
corporate allocations. 

Capital Expenditures 

Over the past 5 years, PPL Montana has invested approximately $91 million at the Facilities, 
excluding the Rainbow redevelopment project. As a result, the Hydro Facilities are particularly well 
positioned to meet current environmental regulations and perform reliably into the foreseeable 
future. 

Note 
1 This agreement is expected to be terminated with respect to the Facilities upon closing of the Transaction, subject to any transitional requirements of 

PPL EnergyPlus with respect to the Western Power Marketing Business 
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DRAFT 

B. Financial Projections 

The financial projections for the fiscal years 2013 through 2032 are based on both the market assessment report prepared by PA Consulting 
(the "PA Report") and PPL internal estimates. The financial projections reflect the planned sale of the Kerr Facility to the CSKT in 
September 2015. 

Revenue and Gross Margin 

The PA Report serves as the underlying basis for the gross margin forecast in the financial projections. For the Facilities, PA Consulting relied 
upon the market assumptions and studies it undertook as well as its proprietary stochastic dispatch optimization model to project asset 
dispatch and margins for each Facility. PA Consulting also input project-specific information related to the Facilities into their analysis, 
including startup parameters and variable O&M. A detailed discussion of the approach and underlying assumptions can be found in the PA 
Report. 

PA Consulting has projected on-peak and off-peak revenues by Facility which have been aggregated for all Facilities within the operating 
model. The projected annualized on-peak and off-peak prices are provided in Figure 33 below. 

Figure 33 Projected On-Peak and Off-Peak Annualized Prices for the FaCilities 

(US$) 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 
Projected Market Power Prices 

On-Peak Price - - - - - - - - - -Off-Peak Price - - .- - - - - - - -
(US$) 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 
Projected Market Power Prices 

On-Peak Price - - - -Off-Pea k Price - - - - - - - - - -
In addition to the merchant energy revenue projections that have been provided by PA Consulting, PPL has projected other revenues which 
include operating reserves and wholesale energy transaction (WET) taxes which represent a tax of $0.15/MWh on all exports from the State 
of Montana (assumed to be 45% of total generation, consistent with the historical trend). PPL Montana treats the operating reserves and 
WET taxes as a reduction of revenues. 
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PPL has also forecasted other margin-related expenses for the Facilities. These expenses have been estimated for 2013 - 2017 and are 
assumed to grow at a rate of 2.5% per year after 2017, consistent with the growth rate assumed in the PA Consulting report. 

Operating Expenses 

Projected operating expenses consist of Facility-level operation and maintenance expenses, Kerr rent expense paid to the CSKT, property 
taxes, generation taxes and PPL Montana corporate expenses. All expenses from 2013 through 2017 are based on PPL 'Internal estimates, 
which after 2017 are assumed to grow annually at a 2.5% inflation rate, consistent with the 2.5% assumption in the PA Report, unless 
specified otherwise 

• Plant O&M - Operating and maintenance expenses for the Facilities. Amounts are based on PPL internal estimates and escalated at 2.5% 
per year after 2017. 

• CSKT rent expense - Rent expense pursuant to the Kerr project license. The financial projections assume that the CSKT will exercise its 
right to purchase and operate the Kerr project in September 2015. 

• Property taxes - Property taxes are based on PPL internal estimates from 2013 through 2017 and then grow at 1.5% thereafter. After the 
projected s<lle of the Kerr Facility, property taxes related to the Hydro Facilities are expected to fall to $13.8 million in 2015. 

• Generation taxes - A tax of $0.20/ MWh on all generation produced by the Facilities. 

• PPL Montana corporate expenses - Expenses associated with corporate expenses in Montana and allocated to the hydro assets. These 
groups include financial, legal, information services, insurance, human resources, supply chain, training, security, and environmental. 
These services are provided for the benefit of both the thermal and hydro facilities; therefore, an allocation of such services to the Facilities 
has been reflected in Figure 35 and Figure 36. 

Operating expenses are projected to decline in 2015 from 2014 due to the assumed sale of the Kerr Facility to the CSKT. 
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The Facilities' capital expenditures are projected to total approximately $58 million over the next 5 years, consisting of environmental, 
sustenance and general capital expenditures as defined further below. 

• Regulatory - Consists of projects required to meet regulations that may be required by local governments, the MPSC, FERC, safety or 
other regulatory or governmental agencies. The estimates for regulatory capital expenditures included in the financial projections are 
expected to meet all future required capital expenditures under current regulations. PPL Montana expects minimal additional expenditures 
beyond 2014. 

• Sustenance - Sustenance capital is defined as the capital costs necessary to maintain the Facilities and to satisfy non-environmental 
requirements. 

• General - Items are for general capital items for the various leased and owned office buildings (e.g. items such as furniture, office 
equipment, etc.) which have been allocated to the Facilities based upon MWs. 

Figure 34 Capital Expenditure by Type 
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Figure 35 Consolidated Hydro Projected Financials 

($ in millions) 20BE 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E 

Revenues 

Merchant Energy Revenue 90 106 101 86 94 103 113 129 161 168 

Other Revenues, Net 0 0 (0) (2) (2) (2) (2) (2) (2) (2) 

Total Revenues 91 106 100 84 92 101 111 127 158 166 

Cost of Fuel 

Gross Margin 91 106 100 84 92 101 111 127 158 166 

Operating Expenses 

Plant O&M Expense (23) (22) (22) (19) (20) (21 ) (21 ) (22) (22) (23) 

Kerr - CSKT Annual Rent Expense (19) (20) (14) 

Property Taxes (14) (15) (14) (14) (14) (14) (14) (15) (15) (15) 

Generation Taxes (1) (1) (1 ) (0) (0) (0) (0) (0) (0) (0) 

Total Plant Operating Expenses (57) (57) (51) (34) (35) (35) (36) (37) (38) (38) 

(5) (5) (6) (6) (6) (6) (6) (6) (6) (7) 

fB/TDA Margin (%) 31% 41% 44% 54% 56% 59% 62% 66% 72% 73% 

Plus: Pre-Tax Proceeds from Sale of Kerr 52 

Less: Capital Expenditures (16) (12) (9) (9) (12) (9) (9) (9) (9) (9) 

Pre-Tax Net Cash Flow 12 31 87 36 40 51 60 75 105 111 

,*UBS 
61 



Figure 36 Consolidated Hydro Projected Financials (Continued) 

($ in millions) 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 

Revenues 

Merchant Energy Revenue 175 183 187 193 201 209 214 220 227 233 

Other Revenues, Net (2) (2) (3) (3) (3) (3) (3) (3) (3) (3) 

Total Revenues 172 181 184 190 199 206 211 217 224 230 

Cost of Fuel 

Gross Margin 172 181 184 190 199 206 211 217 224 230 

Operating Expenses 

Plant O&M Expense (23) (24) (25) (25) (26) (27) (27) (28) (29) (29) 

Kerr - CSKT Annual Rent Expense 

Property Taxes (15) (15) (16) (16) (16) (16) (17) (17) (17) (17) 

Generation Taxes (0) (0) (0) (0) (0) (0) (0) (0) (0) (0) 

Total Plant Operating Expenses (39) (40) (41) (42) (43) (44) (44) (45) (46) (47) 

(7) (7) (7) (7) (7) (8) (8) (8) (8) (8) 

EB/TDA Margin (%) 73% 74% 74% 74% 75% 75% 75% 75% 76% 76% 

Plus: Pre-Tax Proceeds from Sale of Kerr 

Less: Capital Expenditures (10) (10) (10) (10) (11 ) (11) (11 ) (11 ) (12) (12) 

Pre-Tax Net Cash Flow 117 124 126 131 138 144 148 153 157 162 
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Figure 37 Consolidated Hydro Operating Metrics 

20BE 2014E 201SE 2016E 20UE 20l8E 2019E 2020E 2021E 2022E 2023E 2024E 202SE 2026E 2027E 202'8E 2029E 2030E 2031E 2032E 

Capacity (MW) 633 m 573 439 439 439 439 439 439 439 439 439 439 439 439 439 439 439 439 439 

Owner.;hip {%} 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 

Peak Capacity Fador (%) 64% 64% 6,)% 65% 65°;;, 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 

Off-PcJk l<1pacity Factor (%) 64% 64% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 65% 

Peak Gelleratioll (MWh) 1,989 1,989 1,811 1,388 1,385 1,385 1,385 1,388 1,38') 1,385 1,385 1,388 1,385 1,38') 1,385 1,388 1,385 1,385 1,385 1,388 

Off-PC'<lk Gcncr<ltioll (MWh) 1,584 1,584 1,442 1,105 1,102 1,102 1,102 1,105 1,102 1,102 1,102 1,105 1,102 1,102 1,102 1,105 1,102 1,102 1,102 1,105 

Total Generation (MWh) 3,572 3,572 3,252 2,494 2,487 2,487 2,487 2,494 2A87 2,487 2,487 2,494 2.487 2,487 2,487 2,494 2,487 2,487 2.487 2,494 
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APPENDIX A 

Glossary 
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Glossary 

• 

• 

• 

• 

• 

• 

• 

• 

Advisor- UBS Securities LLC 

Book- Portfolio of wholesale and retail cortracts and transmission rights associated with 
the Facilities 

BOR- U.S. Bureau of Reclamation 

BPA - Bonneville Power Administration 

CC - Combined Cycle 

ClP- Critical Infrastructure Protection 

COD- Commercial Operation Date 

Company- PPL Corporation 

Corette - U. Corette plant 

CSKT - Confederated Salish and Kootenai Tribes of the Flathead Nation 

CT - Combustion Turbine 

CTS - Colstrip Transmission System 

ElS - Environmental Impact Statement 

EWG - Exempt Wholesale Generator 

Facilities or Hydro Facilities- The eleven nydroelectric generation facilities and one storage 
reservoir that ar2 operated and are wholly or partially owned by PPL Montana 

FERC - Federal Energy Regulatory Commission 

GAAP- Generally Accepted Accounting Principles 

GIA - Generation Interconnection Agreement 

MA TL - Montana-Alberta Tie Line 

Memorandum - this Confidential Information Memorandum 

MOU- Memorandum Of Understanding 

MPSC - Montana Public Service Commission 

MRCA - Missouri River Coordination Agreement 

MSTI- Mountain States Transmission Intertie 

Northwest- a sub-region of WECC comprised of portions or all of the states of Oregon, 
Washington, Idaho, Utah, Montana, Wyoming, California and Nevada 

• NorthWestern Energy- NorthWestern Corporation d/b/a NorthWestern Energy 

• PA Report- market assessment report generated by PA Consulting 

• PNCA - Pacific Northwest Coordination Agreement 

PPL EnergyPlus- PPL EnergyPlus, LLC 

PPL Montana- PPL Montana, LLC 

PPL Montana Holdings - PPL Montana Holdings, LLC 
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• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

PPL - PPL Corporation 

PPLNet- PPL's proprietary data network 

PRB - Powder River Basin 

SWRTA - Southwest Regional Transmission Association 

Transaction - Potential sale of the Facilities 

VPP- Voluntary Protection Program 

WECC - Western Electricity Coordinating Council 

Western Power Marketing Business- PPL EnergyPlus's Western Power Marketing business 

WIES - Western Interconnected Electric Systems 

WRTA - Western Regional Transmission Association 

WSCC - Western Systems Coordinating Council 
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