NorthWestern
[Energy
Delivering a Bright Future

June 26, 2014

Ms. Kate Whitney

Montana Public Service Commission
1701 Prospect Avenue

P.O. Box 202601

Helena, MT 59620-2601

RE: Docket No. D2013.12.85
PPLM Hydro Assets Purchase
PSC Set 14 Data Requests (305-354)
Updated Response to PSC-336b

Dear Ms. Whitney:

Enclosed for filing is a copy of NorthWestern Energy’s updated response to PSC-336b in
PSC Set 14 Data Requests (305-354). A hard copy will be mailed to the most recent service list
in this Docket this date. The Montana Public Service Commission and the Montana Consumer
Counsel will be served by hand delivery this date. This updated response will also be e-filed on
the PSC website and emailed to counsel of record.

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

Sincerely,

atra. Qhoe

Nedra Chase
Administrative Assistant
Regulatory Affairs

NC/nc
CC: Service List

40 Eas! Broadway Street  Bute, VT 58701 0 406-487-7000 F 406-407-2535 NorthWesternEnergy.com



CERTIFICATE OF SERVICE

| hereby certify that a copy of NorthWestern Energy’s updated response to PSC-336b in
PSC Set 14 Data Requests (305-354) in Docket D2013.12.85, the PPLM Hydro Assets Purchase,
has been hand delivered to the Montana Public Service Commission and to the Montana
Consumer Counsel this date. This updated response will be e-filed on the PSC website and
served on the most recent service list by mailing a copy thereof by first class mail, postage

prepaid and will also be emailed to counsel of record.

Date: June 26, 2014

Sdix Cho

Nedra Chase
Administrative Assistant
Regulatory Affairs
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Public Service Commission (PSC)
Set 14 (305-354)

Data Requests served May 23, 2014

PSC-336

b.

Regarding: California Carbon Prices
Witness: Dorris

Does California’s cap-and-trade system impose price increases on wholesale electric
markets outside of California, or does it decrease prices on such markets (because more
resources are priced out of California market), or is it neutral on prices in such markets?
Please explain.

What is the prevailing $/ton price for carbon in California?

RESPONSE:

a.

California’s cap and trade system (“AB 32") has varied effects on neighboring markets. At
the most basic level, AB 32 increases demand and price for certified, low-emissions
resources that can be imported into California. The opposite is true for high-emissions
resources or resources lacking certification of their emissions factor. The overall impact on
prices in neighboring markets depends on the balance of resources in each market and many
other factors and is very difficult to quantitatively measure.

Importantly, AB 32 will soon be superseded by new federal regulations, and thus the impact
of California’s regulations on the price of low- versus high-emissions resources will be
replicated, to some extent, in all regional markets. Namely, the value of low-emissions
resources will grow relative to the value of high-emissions resources.

As of May 30, 2014 the price of 2014 vintage permits was $11.90/tonne’ equivalent to
$13.09 per ton. As noted in my testimony, this price must rise at an annual rate of at least
5% over inflation, per California law. Thus, the 2025 California floor price for carbon is
$23.16/ton.

UPDATED RESPONSE (June 26, 2014):

b.

The price of 2014 vintage permits as of May 30, 2014 was equivalent to $10.80 per ton, not
$13.09 per ton.

! www.californiacarbon.info

PSC-47



