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PSC releases report on utility planning and procurement practices

HELENA - Consultants tasked with recommending updates to the Montana Public Service Commission's
planning and procurement guidelines for regulated electric utilities have submitted a final report to the
agency.

Pamela Morgan and Marty Howard on Monday submitted the report to the PSC, which has posted the
64-page document, Recommendations and a Draft Rule for Electric Resource Planning and Procurement
in Montana, online at www.psc.mt.gov under Docket N2012.5.56.

In preparing the report, the consultants conducted roughly 30 interviews in Montana and a review of
the planning and procurement practices in 10 other states where the two reviewed documents and
interviewed about a dozen others.

Morgan said much of the current resource planning and procurement practice is serving its purpose
well, but the report outlines some suggested changes meant to improve consumer protections in
Montana.

The PSC is reviewing the report and commissioners may adopt some, all or none of the
recommendations and will follow a process that includes public hearings before adding or changing its
regulations. The Commission may begin discussing the matter as soon as next month during a public
work session.

The report suggests changes for Montana's restructured utility, NorthWestern Energy. It suggests that
transmission be included in the energy supply planning function of NorthWestern. It argues for greater
oversight of NorthWestern requests for proposals (RFPs) and the procurement processes to ensure
utility customers pay for the lowest-cost, lowest-risk resource. The suggested rules would also require
all generators sized 1 megawatt and above to compete with one another in competitive solicitations,
rather than be offered standard rates established by the PSC.

"These proposed rules would bring Montana in line with best practices adopted in other states, and in
the long term work to create a valuable set of utility services along with the resources that provide
them," Morgan said.

The PSC hired the consultants using a grant from the National Association of Regulatory Utility
Commissioners (NARUC). The authors of the study have extensive utility experience in the Western
United States. Morgan is a former longtime utility executive. Howard is an expert in modeling and
analytics regarding the electric power system. Both have worked extensively in Oregon.

The PSC and its consultants sponsored public workshops in June, in conjunction with the public meeting
held to review and discuss NorthWestern's 2011 Resource Procurement Plan, and again in August.



Dozens of stakeholders participated in discussions aimed at identifying the best planning practices used
in Montana and other states.

Documents from those workshops also are available at www.psc.mt.gov under Docket N2012.5.56.

In the final report submitted to the PSC, the consultants propose updates to procurement planning rules
adopted by the Commission in 2003. Separate guidelines, known as integrated resource planning rules,
govern non-restructured utilities.

In 2007, the Legislature provided for re-integration of NorthWestern Energy, and its resources are now a
mix of owned and purchased assets. As a result of reintegration, the company may once again own its
own generation assets.

For more information, contact PSC Communications/Research Director Justin Post at 406.444.6171.
Follow the PSC at Twitter.com/@MT PSC or visit Facebook.com/MontanaPSC




