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Electricity Prices

Actual Costs

2009 Average Cost for Residential Customers

2009 Average Cost of Short Term Market Purchases

Mid-C Price Range - First Six Months of 2010

Average M|d C Prlce Frrst Six Months of 2010

Average Cost of Short Term Market Purchase
2nd Quarter (April-June) 2010

15 MW Hydro Unit S
20-Year Levelized Supply Cost

222 MW Share of Colstrip Unit 4
| 20-Year Levelized Supply Cost®

Electricity Supply Proposals (BIDS

2009 Renewable RFI
Price Range of 20 Proposals

2009 Renewable RFI
| Average Price of 20 Proposals

2009 Biomass Proposals
Price Range

Feasibility Studies/Price Forecasts -

19 MW Prototypical Biomass Plant
- 20-Year Levelized Supply Cost'
Mid-C Price Forecast (Average Price)
20-Year Levelized Supply Cost®
Avoided Cost Calculation

PSC Order No. 6973d, May 2010

! Levelized usmg an 8 46 discount rate.

Average Mid-C Price obtained by developlng a welghted
average of heavy load (56.1% of year) and light load (43.9% of
year) prices. Based on October 6, 2009 price update.

August 17, 2010 ~ Prepared by

[John S. Fitzpatrick

NorthWestern Energy

208 N. Montana Ave., Suite 205

Helena, MT 59601

2009 Average Cost of Power Purchased from PPL Montana

| -$1.1610851.14 MWH

~ $95.00 to $150.00 MWH

$101.50 MWH |
$59.14 MWH
I $69.21 MWH

~ $5305MWH

- $47.95MWH

 $4222MWH

$33.22 MWH

~ $20.80 MWH

$69.51 MWH

~ $54.00 to $156.10 MWH -
_ with escalator

$80.14 MWH |
with escalator

with escalator
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VRGP NIES

Unit Fuel Generating Capacity Percentage
Lewis & Clark Station Coal 52 Mw 29%
Sidney, MT
Glendive Turbine Gas 76 Mw
Glendive, MT
55%

Miles City Turbine Gas 26 Mw
Miles City, MT
Diamond Willow Wind 30 Mw 16%
Baker, MT

Total MDU Generation in Montana 184 Mw 100%

Peak Montana Load [7/23/07] 128 Mw




Cost of Diamond Willow

Cost of Diamond Willow (Phase |, 19.5 Mw) — $39,000,000 or $2,000/Kw
Cost of Diamond Willow (Phase II, 10.5 Mw) — $25,000,000 or $2,380/Kw

Revenue Requirement for Diamond Willow (with PTC")

Phase | $39,000,000 x .18 = $7,020,000 per year, without PTC
Phase | $39,000,000 x .14° = $5,460,000 per year, with PTC
Phase |l $25,000,000 x .18% = $4,500,000 per year, without PTC
Phase Il $25,000,000 x .14° = $3,500,000 per year, with PTC

Total Cost of Diamond Willow with PTC [which is approximate cost of 15% by 2015 RPS]*
$5,460,000 + $3,500,000 = $8,960,000 per year

Revenue Requirement Associated with 25% by 2025 RPS

30 Mw Diamond Willow (Phases | and Il) $ 8,960,000 per year
20 Mw Additional Wind, with PTC [$50,000,000 x .14]° $ 7,000,000 per year
20 Mw Additional Wind, w/o PTC [$50,000,000 x .18]°  $ 9,000,000 per year
Annual Cost of 25/25 RPS $15,960,000 to $17,960,000 per year

"The federal renewable production tax credit (PTC), set to expire in 2012, is 2.1 cents per Kwh.

The total revenue requirement associated with a dollar of wind investment is 18 cents, consisting of return, depreciation, and
taxes, together with the operating and maintenance expense. This revenue requirement does not include the federal renewable production
tax credit (PTC).

3This lower revenue requirement of 14 cents per dollar reflects the PTC.

*At current load (not projected load in 2015), Diamond Willow Phases | and Il nearly provide 15% of Montana-Dakota’s energy
requirements in Montana, as required by the Montana RPS for 2015 compliance.

®At current load (not projected load in 2025), Montana-Dakota would need approximately twice the amount of additional wind as
Diamond Willow Phase Il. Doubling the cost of Phase Il is an extremely conservative estimate of the additional cost associated with a
25/25 RPS standard, as it prices the cost of the additional renewable resources at the 2009-2010 cost of Phase II. The actual cost, which
would not be incurred for 15 years, would be much greater. Additionally, this simplified calculation assumes no load growth for the next 15
years, which would increase the amount of additional renewable resources needed to meet the 25/25 standard.




