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POWER FROM NATURE

Covered in a previous agenda item
Solvable problem

— All it takes is }j }j }j

— And a commitment to make it happen
Make use of existing ROW

— Replace older facilities

— Double circuit with new facilities
— Ensure that beneficiaries pay the cost

Please note Gaelectric’s written comments
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* Fuel source is inherently variable
e Power system considerations

— Commodity can’t be stored

— Supply has to match demand second by second
— Need a resource to move with the variability of both

e “Regulating” resources
— Costly
— Illiquid
— Both matters are getting worse
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e Recent NWE activities
— FERC filing for new rate schedule

e Protects shareholders

e Protects existing (i.e. native) customers

e Places the burden on wind industry or its customers
— Theoretically the right answer, but practically inhibiting

— Received PSC approval of Mill Creek Generation
e Manages both the cost and liquidity issues long term
e Sized specifically for its own needs
e Little if any help for the wind industry
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e Solutions will require policy insight
— from those with skin in the game

e Wind industry
e Policy makers

 Theoretical response may not be the right one
— Can’t manage the issue beyond our border
— Efforts at sweeping, regional solutions failed

* NWE leading efforts for modest changes with some success

Can’t solve this problem from the here and now

e Have to start from the future (Harvard Business Review, Sept 2009)
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e Have to manage what we can manage
— Can’t control beyond our borders

e Options limited to pass costs outside Montana__

— Must keep costs low within our borders

e Make Montana wind products attractive to all markets

* Policy recommendation

— Adopt lowest incremental utility property tax (3%)
for facilities constructed exclusively for the purpose
of producing regulating reserves and related

ancillary services required to integrate wind
generation in Montana
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e Why would we decrease our revenue for
the benefit of out of state interests?

A good question deserves a good answer
— This isn’t a decrease in revenue
* The facilities subject to this policy are incremental investments

— |tis an increase in revenue .

 Modest rather than aggressive for these faC|I|t|es
 May lead to even greater investments in entire wmd farms gj j

— Intended to benefit a new, clean, desirable industry
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