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Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

APPLICABILITY: Applicable to any Seller with nameplate capacity of 3 MW or less who enters into a
Power Purchase Agreement (Agreement) with the Utility for the sale of electric power to the Utility from
a Qualifying Facility (QF) as defined under the Rules of the Commission.

QFs with nameplate capacity greater than 3 MW may also request a short-term Agreement under this
Tariff, prior to completion of the next competitive solicitation, whereby purchases between the Utility and
a Seller shall be accomplished in accordance with Rate Option 1(b), 2(a) or 2(b) of this Tariff,

The Utility shall purchase electrical energy for a term of not less than one month.

The QF-1 Tariff rates reflect system Interconnection Facilities related costs but do not reflect Network
Upgrade costs.  Seller must apply for interconnection and enter into the applicable gencration
inferconnection agreement with the Utility addressing those items in addition to entering into an
Agreement under the terms of this Tariff.

An existing qualifying facility smaller than 10 MW whose contract with a utility expires prior to July 1,
2015 will not be subject to the 3 MW size limitation for the purpose of obtaining a new contract under an
existing standard rate option,

RATE OPTIONS: Seller may select from the following two rate options and sub-options:

For all Rate Options 1 and 2, refer to Special Terms and Conditions Item 3 Disposition of RECs, Item 4
Wind Integration and Item S Contingency Reserves.

For all Rate Options I, the selected Option 1 Rate will be adjusted by addition of the value of
Contingency Reserves for thermal generation, per the current Contingency Reserves Tariff CR-1.
Subsequent to this adjustment, QFs must either self-provide or purchase Contingency Reserves as
described in Item 5 under Special Terms and Conditions.

(continued)
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Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

Option 1(a): Non-Wind Installations Only: Agreement lengths: 19 months to 25 years — long-term.

RATE:
Bnergy ($/kWh):
Off-Peak Hours $ 0.05314
On-Peak Hours: $ 0.09273

Payments: Rate x kWh metered during each Off-Peak Hours and On-Peak Hours period.

kWh = Metered kilowatt-hours supplied to the Utility for each Off-Peak Hours and On-Peak Hours
period.

Option 1(b): Agreement lengths: 1 month to 18 months — short-term.

RATE:

Energy ($/kWh): $ 0.03347

Payments: Hourly Rate x Hourly kWh
kWh = Metered kilowatt hours supplied to the Utility in each hour.

Option 1(c): Wind Installations Only: Agreement lengths: 19 months to 25 years — long-term.

RATE:
Off-Peak Hours: $ 0.05314
On-Peak Hours: $ 0.05850

Payments: Hourly Rate x Hourly kWh
kWh = Metered kilowatt hours supplied to the Utility in each hour.

(continued)
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Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

Option 2(a): Agreement length of up to 25 years.

Rate: This rate is equal to NorthWestern Energy’s (NWE's) highest actual cost 25 MWh purchases
in the Mid-Columbia (Mid-C) markst in each hour based on all day-zhead and real-time transactions,
less $.001/kWh market price differential between Mid-C and Montana. This rate will be filed with
the Commission on a Jagged monthly basis, such that the calculated hourly rates for each hour in
Month 1 must be filed by the first of Month 3.

The floor price for each hour shall be based on the previous year’s C4 annual fuel costs escalated
through June 30" of the effective year and updated each Agreement Year. The present floor rate is:

Energy ($/kWh): § 0.0173221
Payments: Hourly Rate x Hourly kWh
kWh = Metered kilowatt hours supplied to the Utility in each hour.

Option 2(b): Agreement length of up to 25 years.

Rate: This rate is equal to the published Intercontinental Exchange (ICE) Mid-C index price for
Heavy Load Hours and Light Load Hours, less $.001/kWh market price differential between Mid-C
and Montana, and applied to the Heavy Load and Light Load metered production of Seller. Anothcr
Mld C price index may be substituted if necessary, if ICE is no longer available.

Payments:  Daily Heavy Load Hour and Light Load Hour Rate x Heavy Load and Light Load

kWh
kWh = Metered kilowatt hours supplied to the Utility in each daily Heavy Load and Light Load
period.
(continued)
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Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

SPECIAL TERMS AND CONDITIONS:

1) Definitions:

A. “Agreement” means the Power Purchase Agreement between Seller and the Utility for a term
of not less than one month,

B. “Agreement Year” means a twelve-month period beginning on July 1 of any year,

C. “Commission” means the Montana Public Service Commission.

D. “Contingency Reserves” are an amount of spinning and nonspinning reserves (at least half must
be spinning reserve) sufficient to meet the North American Electric Reliability Council (NERC)
Disturbance Control Standard BAL-002 consistent with Western Electric Coordinating Council
and Northwest Power Pool requirements.

E. “Heavy Load Hours” means the weekday and Saturday hours ending 7 and through hour ending
22 inclusive, Pacific Prevailing Time, except NERC defined holidays. For purposes of this
Tariff, Heavy Load Hours correspond to Peak hours as used on the ICE web site.

F. “Light Load Hours™ means those hours not included in the definition of Heavy Load Hours. For

purposes of this Tariff, Light Load Hours correspond to Off-Peak hours as used on the ICE web
site.

G. “Off-Peak Hours” means those hours in the year not included in the definition of On-Peak
Hours.,

H. “On-Peak Hours” means the Heavy Load hours for the months of January, February, July,
August, and December.

I “RECs” means renewable energy credit. One megawatt hour of renewable energy generation

gives rise to one REC, and this REC embodies all environmental attributes of that renewable
energy generation,

J. “Utility” means NorthWestern Energy or NWE.

K. “Regulating Reserve” is spinning reserve immediately responsive to Automatic Generation

Control (AGC) to provide sufficient regulating margin to allow the Balancing Authority to
meet NERC’s Control Performance Criteria (BAL-001).

(continued)

Commission Approved: May 26,2010 Effective for service rendered on or after
Doclet No.: D2008.12.146, Order No. 6973d May 26, 2010

Tariff Letter No. Revised 185-E
PUBLIC SERVICE COMMISSION

%ﬂi“ﬁ%{f Secretary Page 1-4




ELECTRIC TARIFF
NOIT}IWG]SEE%M ¥ evised Sheet No. 74,

Lh

ergy Canceling Original Revised  SheetNo. 74,

wn

Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

L. “Seller,” for purposes of this schedule, is any individual, parinership, corporation, association,
government agency, political subdivision, municipality or other entity that:

1. Operates a QF; and

2. Has entered into an Agreement with the Utility stipulating the terms and conditions of the
interconnection and sale of electric power to the Utility.

M. “Interconnection Facilities” means the Transmission Provider's Interconnection Facilities and
the QF Interconnection Customer's Interconnection Facilities. Collectively, Interconnection
Facilities include all facilities and equipment between the Small Generating Facility and the
Point of Interconnection, including any modification, additions or upgrades that are necessary
to physically and, electrically interconnect the Small Generating Facility to the Transmission
Provider's Transmission System. Interconnection Facilities are sole use facilities and shall not
include Distribution Upgrades or Network Upgrades.

N. “Network Upgrades” means additions, modifications, and upgrades to NorthWestern’s
transmission system required at or beyond the point at which the Small Generating Facility
interconnects with the transmission system to accommodate the interconnection with the Small
Generating Facility to NorthWestern’s transmission system. Network Upgrades do not include
Distribution Upgrades.

0. “Wind Integration Services” means those services necessary to integrate wind generation into
the Utility’s electric transmission and/or distribution system(s) in a manner such that all
operational and reliability criteria are met. Wind Integration Services inchude, but are not
limited to, Regnlating Reserves, imbalance sefvice, and scheduling. '

2) Net Billing Option: If Seller contracts for Net Billing and the Seller’s consumption kWh exceeds its
production kWh, Seller shall be billed for power supply for the consumption kWh'in excess of the
production kWh in accordance with the Utility’s applicable rate schecule. If Seller’s consumption
kWh is less than its production kWh, Seller shall receive a power supply payment (credit) for the
production kWh in excess of the consumption kWh at the Rates specified above.

3) Disposition of RECs: QFs selecting Option 1 rates whose project creates RECs must contractually
address the disposition of RECs for the Agreement Term. A QF may agree to convey all RECs to
NWE, in which case NWE must adjust the rates af the time a state or federal law or regulation results
in actual costs.to NWE for CO2 emissions. A QF may also choose to retain all RECs, in which case
the rates are not subject to adjustment for future CO2 emission costs.

(continued) |
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Schedule No, QF-1

QUALIFYING FACILITY POWER PURCHASE

A QF that chooses to contractually retain RECs may still separately attempt to negotiate for the sale
of RECs to NWE or other interested parties at any time that an Agreement remains in effect, Any
such negotiation occurs separate from the Power Purchase Agreement and does not create a reopener
that refreshes the rates in the Agreement.

QFs selecting Option 2 rates need not convey RECs 1o NWE, but may still separately attempt to
negotiate for the sale of RECs to NWE or other interested entities at any time that an Agreement
remains in effect.

4) Wind Integration: Sellers of Wind Energy selecting Options 1 or 2 must contractually agree to the
provision of wind integration services for the term of the Agreement and may either self-supply
sufficient within-hour regulating reserves under terms acceptable to NorthWestern or pay the Utility
for these services according to the Wind Integration Tariff (WI-1). Payment to the Utility for
selection of service through WI-1 will result in a deduction from the total monthly payment made to
the QF to reflect the provision of integration services.

5) Contingency Reserves: QFs selecting Option 1 or Option 2 must either self-supply contingency
reserves, or purchase the needed reserves from NWE under contract af the rate as specified according
to the Contingency Reserves Tariff (CR-1). Under either Option 1 or Option 2, if the QF purchases
reserves from NWE under contract, the CR-1 rate for the appropriate resource type will be deducted
from the total monthly payment made to the QF to reflect the provision of contingency reserves,

6) Hourly Metering: Sellers are required to install interval metering capability if necessary to support
the Rate Option chosen,

SERVICE AND RATES SUBJECT TO COMMISSION JURISDICTION: All rates and service
conditions under this Rate Schedule are governed by the rules and regulations of the Public Service
Commission of Montana and are subject to revision as the Commission may duly authorize in the
exercise of its jurisdiction.

Staff Approved: January 14,2013 Effective for service rendered on or after
Docket No.: D2012.1.3, Order No. 7199d January 10, 2013
Tariff Letter No. 235-E
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§ 824a-3. Cogeneration and small power production, 16 USCA § 824a-3

KeyCite Yellow Flag - Negative Treatment
Proposed Legislation

Inited States Code Annotated
Title 16. Conservation
Chapter 12. Federal Regulation and Development of Power (Refs & Annos)
Subchapter 11. Regulation of Electric Utility Companies Engaged in Interstate Commerce

16 U.S.C.A. § 824a-3
§ 824a-3. Cogeneration and small power production

Effective: August 8, 2005
Currentness

(a) Cogeneration and small power production rules

Not later than 1 year after November 9, 1978, the Commission shall prescribe, and from time to time thereafter
revise, such rules as it determines necessary to encourage cogeneration and small power production, and to encourage
geothermal small power production facilities of not more than 80 megawatts capacity, which rules require electric utilities
to offer to--

(1) sell electric energy to qualifying cogeneration facilities and qualifying small power production facilities " and

(2) purchase electric energy from such facilities.

Such rules shall be prescribed, after consultation with representatives of Federal and State regulatory agencies having
ratemaking authority for electric utilities, and after public notice and a reasonable opportunity for interested persons
(including State and Federal agencies) to submit oral as well as written data, views, and arguments. Such rules shall
include provisions respecting minimum reliability of qualifying cogeneration facilities and qualifying small power
production facilities (including reliability of such facilities during emergencies) and rules respecting reliability of electric
energy service to be available to such facilities from electric utilities during emergencies. Such rules may not authorize a
qualifying cogeneration facility or qualifying small power production facility to make any sale for purposes other than
resale.

(b) Rates for purchases by electric utilities

The rules prescribed under subsection (a) of this section shall insure that. in requiring any electric utility to offer to
purchase electric energy from any qualifying cogeneration facility or qualifying small power production facility, the rates
for such purchase--

(1) shall be just and reasonable to the electric consumers of the electric utility and in the public interest, and

(2) shall not discriminate against qualifying cogenerators or qualifying small power producers.
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§ 824a-3. Cogeneration and small power production, 16 USCA § 824a-3

No such rule prescribed under subsection (a) of this section shall provide for a rate which exceeds the incremental cost
to the clectric utility of alternative electric energy.

(c) Rates for sales by utilities

The rules prescribed under subsection (a) of this section shall insure that, in requiring any electric utility to offer to sell
electric energy to any qualifying cogeneration facility or qualifying small power production facility, the rates for such
sale--

(1) shall be just and reasonable and in the public interest, and

(2) shall not discriminate against the qualifying cogenerators or qualifying small power producers.

(d) “Incremental cost of alternative electric energy” defined

For purposes of this section, the term “incremental cost of alternative electric energy” means, with respect to electric
energy purchased from a qualifying cogenerator or qualifying small power producer, the cost to the electric utility of the
electric energy which, but for the purchase from such cogenerator or small power producer, such utility would generate
or purchase from another source.

(e) Exemptions

(1) Not later than 1 year after November 9, 1978, and from time to time thereafter, the Commission shall, after
consultation with representatives of State regulatory authorities, electric utilities, owners of cogeneration facilities and
owners of small power production facilities, and after public notice and a reasonable opportunity for interested persons
(including State and Federal agencies) to submit oral as well as written data, views, and arguments, prescribe rules under
which geothermal small power production facilities of not more than 80 megawatts capacity, qualifying cogeneration
facilities, and qualifying small power production facilities are exempted in whole or part from the Federal Power Act
[16 US.C.A.§ 791a et seq.], from the Public Utility Holding Company Act [15 U.S.C.A. § 79 et seq.], from State laws
and regulations respecting the rates, or respecting the financial or organizational regulation, of electric utilities, or from
any combination of the foregoing. if the Commission determines such exemption is necessary to encourage cogeneration
and small power production.

(2) No qualifying small power production facility (other than a qualifying small power production facility which is an
eligible solar, wind, waste, or geothermal facility as defined in section 3(17)(E) of the Federal Power Act [16 U.S.C. §
796(17)(E)]) which has a power production capacity which, together with any other facilities located at the same site
(as determined by the Commission), exceeds 30 megawatts, or 80 megawatts for a qualifying small power production
facility using geothermal energy as the primary energy source, may be exempted under rules under paragraph (1) from
any provision of law or regulation referred to in paragraph (1), except that any qualifying small power production
facility which produces electric energy solely by the use of biomass as a primary energy source, may be exempted by the
Commission under such rules from the Public Utility Holding Company Act [15 U.S.C.A. § 79 et seq.] and from State
laws and regulations referred to in such paragraph (1).

Page 2-2
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69-3-604. Standards for determination of rates and conditions. Page 1 of 1

Montana Code Annotated 2015

Prevous Section  MCA Contents Part Contents  Search Help  Next Section

69-3-604. (Temporary) Standards for determination of rates and conditions. (1) The
commission shall determine the rates and conditions of the contract for the sale of electricity by a
qualitying small power production facility according to the standards in subsections (2) through (5).

(2) Long-term contracts for the purchase of electricity by the utility from a qualifying small power
production facility must be encouraged in order to enhance the economic feasibility of qualifying
small power production facilities.

(3) The rates to be paid by a utility for electricity purchased from a qualifying small power
production facility must be established with consideration of the availability and reliability of the
electricity produced.

(4) The commission shall set these rates using the avoided cost over the term of the contract.

(5) The commission may adopt rules further defining the criteria for qualifying small power
production facilities, their cost-effectiveness, and other standards. (Repealed on occurrence of
contingency--secs. 1, 3, Ch. 284, L. 2003--see part compiler's comment.)

History: En. Sec. 4, Ch. 436, L. 1981; amd. Sec. 3, Ch. 232, L.. 1983; amd. Sec. 1, Ch. 60, L. 2011.

Pravided by Montana Legisiative Services
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l“nerey
Delivering a Bright Future Volume 1, Chapter 8 — Existing Resources

CHAPTER 8
EXISTING RESOURCES

Existing Resources Included in Modeled Portfolios

Introduction
NorthWestern serves retail loads using company-owned generation, a number of

generation facilities under power purchase agreements (“PPAs”), and wholesale market
purchases. Figure 8-1 summarizes the nameplate capacity percentages of owned and
contracted resource types currently supplying energy to NorthWestern’s Montana

customers in 2016.

Figure 8-1 2016 Electricity Supply Portfolio
(Based on nameplate capacity)
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Delivering a Bright Future Volume 1, Chapter 2 — Load Forecast

Retail Load Shape
The retail load shape is driven primarily by the energy consumption patterns from two rate

classes: residential and GS-1 secondary. The pattern of retail consumption is seasonal and
weather sensitive according to changes in outside air temperatures which span a range from

over 100 degrees Fahrenheit to double digit negative values in a typical year.

Figure 2-4 illustrates the range of hourly retail load including losses for 2014. The blue
and red lines show the peak winter and summer load days while the black line illustrates a
minimum load day from May. The green line was created by averaging the hourly load

values for individual hours of the day.

Figure 2-4 2014 Retail Load Shape
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Service Date: June 16, 2016

DEPARTMENT OF PUBLIC SERVICE REGULATION
BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MONTANA

IN THE MATTER OF NorthWestern Energy’s
Application for Interim and Final Approval of

)
)
Revised Tariff No. QF-1, Qualifying Facility ) DOCKET NO. D2016.5.39
Power Purchase )

REGULATORY DIVISION

NOTICE OF COMMISSION ACTION

On May 3, 2016, NorthWestern Corporation, doing business as NorthWestern Energy
("“NorthWestern™) filed an Application for Approval of Avoided Cost Tariff Schedule QF-1
(“Application”) with the Montana Public Service Commission (“*Commission™). NorthWestern
requests that the Commission approve its new QF-1 tariff on both an interim and final basis. The
proposed avoided cost rates would apply to Qualifying Facilities (QFs) with a nameplate
capacity of three megawatts or less on May 3, 2016.

“Standard rates” for purchases from QFs are based on NorthWestern’s “avoided costs,”
computed annually, reviewed by the Commission, made available to the public, and “applicable
to all contracts with qualifying facilities which do not choose to negotiate a different rate.”
Mont. Admin. R. 38.5.1901(2)(j) (2016). In its Application, NorthWestern proposes to decrease
standard rates.

On May 13, 2016, the Commission issued a Notice of Application and Intervention
Deadline, setting an intervention deadline of June 10, 2016. On May 17, 2016, NorthWestern
filed a Motion for Emergency Suspension of the QF-1 Tariff for New Solar Qualifying Facilities
with Nameplate Capacities Greater than 100 kW, as well as the supporting affidavit of John B.
Bushnell. On May 24, 2016, the Commission issued a Notice of Emergency Motion and
Opportunity to Comment and Request Hearing ("Notice"). The Notice advised that "[u]pon its
own motion or upon request by an interested party, the PSC may hold a hearing on June 9, 2016
at 2:00 p.m. at the PSC's business offices.” The Commission issued a Notice of Staff Action
Setting Hearing which confirmed that a hearing would be held. On June 9, 2016, the

Commission held a hearing in this matter.
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On June 16, 2016, at a properly noticed work session, the Commission voted to grant
NorthWestern's motion and suspend its obligation under QF-1 tariff option 1(a) standard rates for
solar projects greater than 100 kW pending issuance of a final order. NorthWestern is explicitly
authorized. following issuance of this notice, to execute contracts with solar QFs greater than
100 KW. but no larger than 3 MW, at the standard tariff rate. if prior to the date of this notice. the
QF had submitted a signed power purchase agreement and exccuted an interconnection
agreement. The suspension will automatically expire on the service date of the issuance of the
Commission's final order in this docket. This Notice of Commission Action will subsequently be
followed by a Commission Order.

Done and dated this 16™ day of June 2016, by a vote of 3 to 2. Commissioners Kavulla

and Bushman dissenting.

BY THE MONTANA PUBLIC SERVICE COMMISSION

BRAD JOHNSON, Chairman
TRAVIS KAVULLA, Vice Chairman
KIRK BUSHMAN, Commissioner
ROGER KOOPMAN, Commissioner
BOB LAKE, Commissioner
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