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Sch. 1 IDENTIFICATION

1
2 Legal Name of Respondent: NorthWestern Corporation
3
4 Name Under Which Respondent Does Business: NorthWestern Energy
5
6 Date Utility Service First Offered in Montana: Electricity - Dec 12,1912
7 Natural Gas - Jan 01, 1933
8 Propane -Oct 13, 1995
9

10 Person Responsible for Report: Kendall G. Kliewer

11

12 Telephone Number for Report Inquiries: (406) 497-2759

13

14 Address for Correspondence Concerning Report: 40 East Broadway Street

15 Butte, MT 59701

16

17

18

If direct control over respondent is held by another entity, provide below the name,
address, means by which control is held and percent ownership of controlling
entity:

N/A
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BOARD OF DIRECTORS

Sch. 2

Director's Name & Address (City, State)

Remuneration

N
QWO ~~NOoOObhWN =

See Northwestern Corporation's Annual Report on Form 10-K
to the SEC for the Corporate Board of Directors.
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Sch. 3 OFFICERS
L Title Department Supervised Name
1
2
3
4 President & Chief Executive Officer Executive Michael Hanson
5 Safety/Health/Environmental Services
6
7 Vice President, Tax, Internal Audit & Controls Brian Bird
8 Chief Financial Officer Financial Planning & Analysis
9 Controller & Treasury Functions
10 Information Technology
11 Investor Relations & Business Development
12
13| Vice President, General Counsel Legal Thomas Knapp
14 & Corporate Secretary
15
16 Vice President, Asset Management Curt Pohl
17 Retail Operations Business Development & Community Relations
18 Safety & Quality Control
19 General Construction
20 General MT/SD/NE Operations
21 Large Project Development
22 Organizational Development & Labor Relations
23
24 Vice President, Energy Supply Operations David Gates
25 Wholesale Operations Transmission Operations
26 Unregulated Power Supply
27
28|  Vice President, Government & Regulatory Affairs Patrick Corcoran
29 Governmental & Regulatory Affairs State, Local & Community Relations
30
31 Vice President, Support Services Greg Trandem
32 Administrative Services Human Resources
33 Compensation & Benefits
34 Records Management
35 Pilots
36
37 Vice: President, Revenue Collections Bobbi Schroeppel
38 Customer Care & Communications Customer Interaction
39 Customer Care Systems & Support
40 Key Accounts/Customer Education
41 Communications
42
43 Internal Audit & Controls Officer Internal Audit Michael Nieman
44 Enterprise Risk
45 Financial System Applications
46
47( Vice President, Controller Financial Reporting Kendall Kliewer
48 Accounting
49 Accounts Payable & Payroll
50
51 Treasurer Treasury Functions Paul Evans
52 Risk Management
53 Energy Risk Management
54 Credit
55 Cash Management
56
57

Reflects active officers as of March 31, 2008.
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Sch. 4 | CORPORATE STRUCTURE
Subsidiary/Company Name | Line of Business Earnings (000)| % of Total

Regulated Cperations (Jurisdictional & Non-Jurisdictional) $ 42,418 79.75%
NorthWestern Corporation:

Montana Utility Operations Electric Utility
Natural Gas Utility
Natural Gas Pipeline
Propane Utility
Natural Gas Funding Trust -
(Bond Transition Financing) 1/

South Dakota Utility Operations Electric Utility
Natural Gas Utility
Nebraska Utility Operations Natural Gas Utility
Unregulated Operations $ 10,773 20.25%
Colstrip Unit 4 Wholesale Electric

Direct Subsidiaries:

NorthWestern Services, LLC Nonregulated natural gas marketing,
property management,
owner participant interest

Clarkfoot and Blackfoot, LLC Milltown hydroelectric facility
NorthWestern Investments, LLC Holds non-utility assets
Risk Partners Assurance, Ltd. Captive insurance company
Colstrip Unit 4 79 MW Trust Owner participant interest

Indirect Subsidiaries:

Montana Generation, LLC Non-regulated energy marketing
Culstrip Lease Holdings LLC Owner participant interest
Total Corporation $ 53,191 100.00%

1/ While the Natural Gas Funding Trust (the Trust) is regulated by the MPSC and
information pertaining to the Trust is reported to the MPSC on a semi-annual basis,
it is reflected on the equity basis in this presentation.
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Sch. 8

MONTANA UTILITY INCOME STATEMENT - NATURAL GAS (INCLUDES CMP)

This Year Cons. | Non Jurisdictional This Year Last Year
Account Number & Title Utility Adjustments Montana Montana % Change

1

2 400 Operating Revenues $ 356,733,907 | $ 115,909,279 | $ 240,824,628 | $ 243,184,588 -0.97%

3

4|Total Operating Revenues 356,733,907 115,909,279 240,824,628 243,184,588 -0.97%

5

6 Operating Expenses

7

8 401 Operation Expense 277,834,787 104,297,455 173,537,332 177,541,331 -2.26%

9 402 Maintenance Expense 8,318,730 1,171,058 7,147,672 4,171,295 71.35%
10 403 Depreciation Expense 16,449,898 4,955,999 11,493,899 10,781,253 6.61%
11| 404-405 Amort. & Depletion of Gas Plant 2,382,708 740,345 1,642,363 1,502,450 9.31%
12 406 Amort. of Plant Acquisition Adj. (2,288,552) (2,288,552) - - -
13 407.3 Regulatory Amortizations - Debit 9,998,611 2,464,200 7,534,411 7,641,238 -1.40%
14 407.4 Regulatory Amortizations - Credit (16,442,084) (14,307,305) (2,134,779) (3,991,498) 46.52%
15 408.1 Taxes Other Than Income Taxes 25,048,996 2,100,459 22,948,537 21,455,887 6.96%
16 409.1 Income Taxes-Federal 2,036,090 (2,279,000) 4,315,090 13,623,094 -68.33%
17 -Other 290,100 (254,532) 544 632 1,712,464 -68.20%
18 410.1 Deferred Income Taxes-Dr. 6,359,634 7,007,193 (647,559) - -100.00%
19 411.1 Deferred Income Taxes-Cr. - - - (8,442,046) 100.00%
20 411.4 Investment Tax Credit Ad]. (40,117) (40,117) - - -
21
22|Total Operating Expenses 329,948,801 103,567,203 226,381,598 225,995,468 0.17%
23/NET OPERATING INCOME $ 26,785,106 | § 12,342,076 | $ 14443030 | $ 17,189,120 -15.98%

This financial statement is presented on the basis of the accounting requirements of the Federal Energy Regulatory
Commission (FERC) as set forth in its applicable Uniform System of Accounts. As such, in accordance with FERC
requirements, subsidiaries are presented using the equity method of accounting. The amounts presented are consistent
with the presentation in FERC Form 1, plus Canadian Montana Pipeline Corporation.
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Sch. 9

MONTANA REVENUES - NATURAL GAS (INCLUDES CMP)

Non
This Year Cons.| Jurisdictional This Year Last Year
- Account Number & Title Utility Adjustments Montana Montana % Change
1
2 Core Distribution Business Units
3 (DBUs)
4 440 Residential $ 191,852,233 63,401,173 | $ 128,451,060 { $ 137,445,515 -6.54%
5 442 1 Commercial 112,368,764 47,801,834 64,566,930 69,076,373 -6.53%
6| . 442.2 Industrial Firm 1,749,403 - 1,749,403 1,986,587 -11.94%
7 445 Public Authorities 529,675 - 529,675 534,923 -0.98%
8 448 Interdepartmental Sales 461,134 - 461,134 551,903 -16.45%
9 491.2 CNG Station - - - - -
10
11| Total Sales to Core DBUs 306,961,209 111,203,007 195,758,202 209,595,301 -6.60%
12
13 447 Sales for Resale 22,946,833 - 22,946,833 12,297,483 86.60%
14
15|Total Sales of Natural Gas 22,946,833 - 22,946,833 12,297,483 86.60%
16
17 Transportation
18
19 489 Transportation (inc. CMP) 22,433,604 3,887,612 18,545,992 17,364,900 6.80%
20 495 Off System Storage 54,385 - 54,385 - | 100.00%
21
22 |Total Revenues From Transportation 22,487,989 3,887,612 18,600,377 17,364,900 7.11%
23
24 Other Operating Revenue
25 :
26 Miscellaneous Revenues 4,337,876 818,660 3,519,216 3,926,904 -10.38%
27
28|Total Other Operating Revenue 4,337,876 818,660 3,519,216 3,926,904 -10.38%
29| TOTAL OPERATING REVENUE $ 356,733,907 115,909,279 | $ 240,824,628 | $ 243,184,588 -0.97%
30
31
32 Sales for Resale reported on line 13 represents on and off-system sales from excess supply.
33 Revenues generated from these sales flow back to customers as a credit to gas cost expense.
34 This line consists of sales for resale and sales to other utilities, as compared to Schedute 35,
35 which only reflects sales to other utilities.
36
37
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MONTANA OPERATION & MAINTENANCE EXPENSES - NATURAL GAS {INCLUDES CMP)

Sch. 10

Non
L This Year Jurisdictional This Year Last Year

o Account Number & Title Cons. Utility Adjustments Montana Montana % Change

1 Gas Raw Materials

2|Gas Raw Materials-Operation

3 728 Liquefied Petroleum Gas $ - - - - -

4 735 Miscellaneous Production Expenses 32,626 32,626 - - -

5| Total Operation-Gas Raw Materials 32,626 32,626 - - -

6

7| Gas Raw Materials-Maintenance

8 741 Structures & Improvements 43,728 43,728 - - -

9| Total Maintenance-Gas Raw Materials 43,728 43,728 - - -
10| Total Gas Raw Materials 76,354 76,354 - - -
11 Production Expenses

12

13|{Production & Gathering-Operation

14 750 Supervision & Engineering - - - - -
15 751 Maps & Records - - - - -
16 752 Gas Wells Expenses - - - - -
17 753 Field Lines Expenses - - - - -
18 754  Field Compressor Station Expense - - - - -
19 755 Field Comp. Station Fuel & Power - - - - -
20 756  Field Meas. & Reg. Station Expense - - - - -
21 757 Dehydration Expense - - - - -
22 758 Gas Well Royalties - - - - -
23 759  Other Expenses - - - - -
24 760 Rents - - - - -
25| Total Oper.-Production & Gathering - - - - -
26
27| Other Gas Supply Expense-Operation
28 800 NG Wellhead Purchases 139,478,941 - 139,478,941 161,470,994 -13.62%
29 803 NG Transmission Line Purchases 422,935 - 422 935 102,447 | >300.00%
30 805 Other Gas Purchases 91,208,549 92,300,348 (1,091,799) 7,228,938 | -115.10%
31 805 Purchased Gas Cost Adjustments - - - - -
32 805 Incremental Gas Cost Adjustments - - - - -
33 805 Deferred Gas Cost Adjustments - - - - -
34 806 Exchange Gas - - - - -
35 807 Well Expenses-Purchased Gas 1,083,780 16,385 1,067,395 1,278,529 -16.51%
36 807  Purch. Gas Meas. Stations-Oper. - - - - -
37 807 Purch. Gas Meas. Stations-Maint. - - - - -
38 807  Purch. Gas Calculations Expenses - - - - -
39 808 Other Purchased Gas Expenses - - - - -
40 808 Gas Withdrawn from Storage -Dr. (2,643,210) - (2,643,210) (26,587,260) 90.06%
41 809 Gas Delivered to Storage -Cr. - - - - -
42 810 Gas Used-Comp. Station Fuel-Cr. - - - - -
43 811  Gas Used-Products Extraction-Cr. - - - - -
44 812  Gas Used-Other Utility Oper.-Cr. - - - - -
45 813  Other Gas Supply Expenses - - - - -
46| Total Other Gas Supply Expenses 229,550,995 92,316,733 137,234,262 143,493,648 -4.36%
47| Total Production Expenses 229,550,995 92,316,733 137,234,262 143,493,648 -4.36%
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MONTANA OPERATION & MAINTENANCE EXPENSES - NATURAL GAS (INCLUDES CMP)

Sch. 10

Non

o This Year Jurisdictional This Year Last Year
L Account Number & Title Cons. Utility Adjustments Montana Montana % Change

1 Storage Expenses

2

3| Underground Storage-Operation

4 814 Supervision & Engineering 10,201 - 10,201 6,898 47 .88%

5 815 Maps & Records 3,783 - 3,783 181 | >300.00%

6 816 Wells 193,131 - 193,131 161,389 19.67%

7 817 Lines 33,546 - 33,546 9,252 | 262.58%

8 818 Compressor Station 379,789 - 379,789 319,624 18.82%

9 819 Compressor Station Fuel & Power - - - - -
10 820 Measuring & Regulating Station 37,919 - 37,919 18,138 | 109.06%
11 821  Purification 71,823 - 71,823 67,965 5.68%
12 824 Other Expenses 91,074 - 91,074 134,607 -32.34%
13 825 Storage Well Royalties 146,609 - 146,609 143,998 1.81%
14 826 Rents - - - - -
15| Total Operation-Underground Storage 967,875 - 967,875 862,052 12.28%
16
17| Underground Storage-Maintenance
18 830 Supervision & Engineering - - - - -
19 831  Structures & Improvements 16,517 - 16,517 10,973 50.53%
20 832 Reservoirs & Wells 7,184 - 7,184 7,004 2.57%
21 833 Lines 10,598 - 10,598 10,545 0.50%
22 834 Compressor Station Equipment 198,081 - 198,081 177,976 11.30%
23 835 Meas. & Reg. Station Equipment 17,606 - 17,606 13,469 30.72%
24 836 Purification Equipment 14,817 - 14,817 12,656 17.08%
25 837 _ Other Equipment 4,283 - 4,283 1,684 | 154.24%
26| Total Maintenance-Underground Storage 269,086 - 269,086 234,307 14.84%
27| Total Underground Storage Expenses 1,236,961 - 1,236,961 1,096,359 12.82%
28 Transmission Expenses
29| Transmission-Operation
30 850 Supervision & Engineering 1,080,556 - 1,080,556 1,765,963 -38.81%
31 851 System Control & Load Dispatching 816,122 - 816,122 705,579 15.67%
32 853 Compressor Station Labor & Expense 596,597 - 596,597 577,577 3.29%
33 855 Other Fuel & Power for Comp. Stat. - - - - -
34 856 Mains 879,350 - 879,350 985,282 -10.75%
35 857 Measuring & Regulating Station 711,104 - 711,104 704,554 0.93%
36 858 Transmission & Comp.-By Others - - - - -
37 859 Other Expenses 1,153,909 - 1,153,909 1,075,018 7.34%
38 860 Rents - - - - -
39| Total Operation-Transmission 5,237,638 - 5,237,638 5,813,973 -89.91%
40| Transmission-Maintenance
41 861 Supervision & Engineering 1,025,095 - 1,025,095 169,825 | >300.00%
42 862  Structures & Improvements 68,316 - 68,316 81,957 -16.64%
43 863 Mains 1,811,000 - 1,811,000 342,846 | >300.00%
44 864 Compressor Station Equipment 553,384 - 553,384 489,239 13.11%
45 865 Meas. & Reg. Station Equipment 253,236 - 253,236 297,313 -14.83%
46 867 _ Other Equipment 14,730 - 14,730 15,463 -4.74%
47| Total Maintenance-Transmission 3,725,761 - 3,725,761 1,396,643 [ 166.77%
48| Total Transmission Expenses 8,963,399 - 8,963,399 7,210,616 24.31%
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Sch. 10 MONTANA OPERATION & MAINTENANCE EXPENSES - NATURAL GAS (INCLUDES CMP)
e o Non
y This Year Jurisdictional This Year Last Year
Account Number & Title Cons. Utility Adjustments Montana Montana % Change
1 Distribution Expenses
2| Distribution-Operation
3 870 Supervision & Engineering 2,300,417 1,116,897 1,183,520 1,265,730 -6.50%
4 871 Load Dispatching 93,648 93,648 - - -
5 872 Compressor Station Labor & Expense - - - - -
6 873 Compressor Station Fuel and Power - - - - -
7 874 Mains and Services 3,571,228 1,459,535 2,111,693 1,803,181 17.11%
8 875 Meas. & Reg. Station-General 304,163 140,700 163,463 125,796 29.94%
9 876 Meas. & Reg. Station-Industrial - - - - -
10 877 Meas. & Reg. Station-City Gate 54,128 53,325 803 203 | 295.72%
11 878 Meter & House Regulator 2,074,588 693,026 1,381,562 1,128,390 22.44%
12 879 Customer Installations 2,657,927 170,747 2,487,180 2,526,758 -1.57%
13 880 Other Expenses 1,258,462 353,586 904,876 702,755 28.76%
14 881 Rents 3,641 - 3,641 1,946 87.11%
15| Total Operation-Distribution 12,318,202 | 4,081,464 8,236,738 7,554,759 9.03%
16| Distribution-Maintenance
17 885 Supervision & Engineering 388,692 155,410 233,282 228,420 2.13%
18 886  Structures & Improvements 8,674 8,674 - - -
19 887 Mains 918,808 288,501 630,307 464,792 35.61%
20 889 Meas. & Reg. Station Exp.-General 107,290 65,919 41,371 45,700 -9.47%
21 890 Meas. & Reg. Station Exp.-Industrial - - - - -
22 891 Meas. & Reg. Station Exp.-City Gate 47,823 47 823 - - -
23 892 Services 699,148 189,521 509,627 297,544 71.28%
24 893 Meters & House Regulators 834,616 237,070 597,546 494,510 20.84%
25 894  Other Equipment - - - - -
26| Total Maintenance-Distribution 3,005,051 992 918 2,012,133 1,530,966 31.43%
27| Total Distribution Expenses 15,323,253 5,074,382 10,248,871 9,085,725 12.80%
28 Customer Accounts Expenses
29| Customer Accounts-Operation
30 901  Supervision - - - - -
31 902 Meter Reading 1,152,867 724,148 428,719 435,551 -1.57%
32 903 Customer Records & Collection 3,065,662 590,623 2,475,039 2,331,792 6.14%
33 904 Uncollectible Accounts 1,402,620 455 314 947,306 1,407,013 -32.67%
34 905 Miscellaneous Customer Accounts 52,691 52,708 7 118 | -114.75%
35| Total Customer Accounts Expenses 5,673,840 1,822,793 3,851,047 4,174,474 -7.75%
36
37| Customer Service & Information Expenses
38| Customer Service-Operation
39 907  Supervision - - - - -
40 908 Customer Assistance 2,094,201 978,188 1,116,013 1,006,306 10.90%
41 909 Inform. & Instructional Advertising 359,628 87,157 272,471 221,643 22.93%
42 910  Misc. Customer Service & Inform. - - - - -
43| Total Customer Service & Information Exp. 2,453,829 1,065,345 1,388,484 1,227,949 13.07%
44 :
45 Sales Expenses
46| Sales-Operation
47 911  Supervision - - - - .
48 912 Demonstrating & Selling - - - - -
49 913  Advertising 390,384 109,370 281,014 326,186 -13.85%
50 916 Miscellaneous Sales - - - - -
51| Total Sales Expenses 390,384 109,370 281,014 326,186 -13.85%
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Sch. 10

MONTANA OPERATION & MAINTENANCE EXPENSES - NATURAL GAS (INCLUDES CMP)

Non
This Year Jurisdictional This Year Last Year
Account Number & Title Cons. Utility Adjustments Montana Montana % Change
1 Administrative & General Expenses
2| Admin. 8 General - Operation
3 920 Administrative & General Salaries 12,440,051 3,441,205 8,998,846 7,127,534 26.25%
4 921  Office Supplies & Expenses 2,870,075 933,149 1,936,926 1,739,271 11.36%
5 922  Administrative Exp. Transferred-Cr. (2,893,517) (747,012) (2,146,505) (1,867,952)| -14.91%
6 923 Outside Services Employed 2,085,928 425,905 1,660,023 1,691,523 -1.86%
7 924  Propenrty Insurance 301,389 88,518 212,871 235,077 -9.45%
8 925 Legal & Claim Department 3,692,778 1,202,566 2,490,212 1,195,016 | 108.38%
9 926 Employee Pensions & Benefits (1,123,975) (900,577) (223,398) 550,031 | -140.62%
10 928 Regulatory Commission Expenses 155,513 238 155,275 105,826 46.73%
11 930 Miscellaneous General Expenses 2,756,935 167,947 2,588 988 2,854,839 -9.31%
12 931 Rents 924,221 257,185 667,036 457,125 45.92%
13| Total Operation-Admin. & General 21,209,398 4,869,124 16,340,274 14,088,290 15.98%
14| Admin. & General - Maintenance
15 935 General Plant 1,275,104 134,412 1,140,692 1,009,379 13.01%
16| Total Admin. & General Expenses 22,484 502 5,003,536 17,480,966 15,097,668 15.79%
17|TOTAL OPER. & MAINT. EXPENSES $ 286,153,517 | $ 105,468,513 | § 180,685,004 | § 181,712,626 -0.57%
18
19
20
21
22
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Sch. 11

MONTANA TAXES OTHER THAN INCOME - NATURAL GAS (INCLUDES CMP)

Description This Year Last Year % Change

7
2 Taxes associated with Payroll/Labor $1,447 586 $1,285,405 12.62%
3 Property Taxes 20,099,799 18,694,300 7.52%
4 Crow Tribe RR and Utility Tax 55,887 53,097 5.25%
5 Blackfoot Possessoray Tax 291,271 288,455 0.98%
& City Tax 3,436 2,600 32.15%
7 Consumer Counsel! 173,901 176,297 -1.36%
8 Public Service Commission 566,017 618,935 -8.55%
9 Heavy Highway Use 8,477 5,019 68.90%

10 Vehicle Use Taxes 67,583 61,221 10.39%

11 Qil & Gas Royalty Taxes 180,658 217,973 -17.12%

12 Delaware Franchise Tax 36,149 35,728 1.18%

13

14

15

16 Canadian Taxes

17 Ad Valorem 17,773 16,857 5.43%

18

19

20

21

22|TOTAL TAXES OTHER THAN INCOME $22,948,537 | $21,455,887 6.96%
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PAYMENTS FOR SERVICES TO PERSONS OTHER THAN EMPLOYEES 1/

Sch. 12

Name of Recipient Nature of Service Total

1{Alca Qil & Gas Production Engineering & Fabrication Services 124,552

2|Alliance Data Systems IT Support Services 2,895,074

3|American Gas Association Membership Dues 77,658

4|Areva T&D inc. Software Support Services 219,705

5|Asplundh Tree Expert Co. Tree Trimming 3,784,900

6|Associated Arborists Vegetation Management 259,392

7| Automotive Rentals Inc. Fleet Management 6,264,065

8|Baker Hughes-Pipeline Management Pipeline Cleaning & inspection 77,454

9(Balhoff & Rowe LLC Legal Services 105,000
10|Bill Field Trucking Inc. Equipment Transportation 375,809
11|Black & Veatch Corporation Rate Case Consultants 162,158
12|Browning, Kaleczyc, Berry & Hoven Legatl Services 501,089
13|CA Inc. IT Network Support 76,188
14| Capstone Advisory Group LLC Legal Services 383,668
15|Central Air Service Inc. Aerial Patrol Services 207,500
16 |Curtis, Mallet-Prevost, Colt & Mosle LLP Legal Services 4,757,116
17|Davenport, Evans, Hurwitz & Smith, LLC Legal Services 1,573,942
18|Deloitte & Touche LLP Audit Services 1,921,793
19|Deloitte Tax LLP Tax Consulting Services 205,539
20|Dept. of Health and Human Services Weatherization Program Services 1,549,713
21|Devlin Enterprises Lobbying & Special Projects 77,085
22|Diamond Construction Inc Construction 92,388
23| Dicksiein Shapiro LLP Legal Services 3,045,284
24 |Distribution Construction Co. Gas Pipeline Construction 1,995,343
25|Edison Electric Institute Membership Dues 249,455
26|EDM International Inc. Anchor Rod Inspection Services 112,689
27|EideBailly Audit Services 83,592
28|EIM Energy Insurance Mutual Insurance Premiums 480,264
29(Elliott Avation Inc Aircraft Maintenance 78,725
30|ELM Locating & Utility Service Locating Services & Excavation Notifications 2,164,177
31)Energy Share of Montana USBC Services 527,083
32(Entrix tnc Consulting & Engineering Services 990,402
33|Factory Mutual Insurance Company Insurance Premiums 880,525
34|Faegre & Benson LLP Legal Services 163,956
35(Falls Construction Company Construction 150,000
36(Filenet Corporation Software Maintenance 85,091
37|Flow-Cal Software & Support Services 408,200
38/Flying Horse Communication Inc. Advertising & Public Relations 1,389,879
38|GE Support Services Redesign/Remanufacture of Auto Transformer 354,989
40|Greenberg - Traurig Legal Services 268,732
41|Gregory & Cook Inc. Construction 5,904,360
42]Haverfield International Inc. Aerial Inspection Services 204,028
43|Heath Consultants Inc Gas Leak Surveys 98,010
44|High Mountain Inspection Services Gas Pipeline Inspection Services 167,104
45|Hughes, Kellner, Sullivan & Alke Legal Services 188,544
46|Independent Inspection Company Electric Line Inspection 648,157
47{Independent Power Systems Inc. Installation of Renewal Energy Systems 145,603
48|Integrity Interactive Employee Online Training 103,000
49(Intergraph Corporation Software Consultants 570,215
50]ltron Inc. Hardware & Software Maintenance 715,171
51|Jon S. Fossel Board of Directors' Fees 173,027
52|Jordor Contracting inc. Construction & Hauling Services 360,152
53 |Kema Services Inc. USB & DSM Programs & Services 3,314,074
54 |Lands Energy Consulting Energy Consultants 145,767
55|Larsor Digging Inc Construction 116,342
56(Law Dezbenture Trust Company of New York Legal Services 112,089
57 |LC Staffing Service Temporary Employment Services 273,918
58)|Leonard, Street & Deinard Legal Services 2,178,859
59/Manati, Phelps & Phillips LLP Legal Services 193,475
60|MAPPCOR Electric Reliability Services 176,879
61|Marsh USA Inc Insurance Premiums & Consulting 3,405,684
62| Mattingly Testing Services Inc Radiographic Inspection Services 82,307
63|Mercer Human Resource Consuitants Actuarial & Consulting Services 110,432
64|Moran fron Works Inc Electric Generation Contractor 91,100
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Sch. 12A

PAYMENTS FOR SERVICES TO PERSONS OTHER THAN EMPLOYEES 1/

Name of Recipient Nature of Service Total

65(National Tank & Tower Construction 100,600

66 [Nat'l Center for Appropriate Technology Lab Testing 458,651

67 [Natural Gas Services Inc. Gas Serviceman 147,430

68|Nexant Inc. USB & DSM Program Consultants 536,030

69|Northwest Energy Efficiency Energy Services 255,133

70|Par Electric Contractors Inc. Electric Construction & Maintenance 6,736,228

71|Paul Hastings, Janofsky & Walker Legal Services 1,138,844

72|Paul, Weiss, Rifkind, Wharton Legal Services 331,438

73|Pauls2n Marketing Advertising 344,127

74|Pole Maintenance Company LLC GIS Pole Inventory Services 206,016

75|Pondera Engineers Engineering Services 109,562

76|Poteet Construction Traffic Control Services 82,774

77|Power Engineers Inc. Engineering Services 745,944

78|Pro Pipe Services Inc. Pipeline Fabrication Services 3,404,478

79|Regenco LLC Electric Generation Contractor 573,999

80|Rembolt Ludtke LLP Rate Case Consultant 85,479

81|RML Inc. Boring Services 101,391

82|Rocky Mountain Contractors Inc. Electric Construction & Maintenance 14,094,820

83|Rod Tabbert Construction Inc. Construction 524,171

84[Rounds Brothers Trenching Boring Services 109,758

85|SAP America Inc. Software Maintenance 800,290

86|Schrock Construction Inc Construction 98,647

87 |Scott Magie Electric Generation Consultant 109,625

88| Solar Plexus USB & DSM Program Consultants 85,169

89|Spherion Corporation Temporary Employment Services 106,813

90| State Line Contractors Inc. Electric Construction & Maintenance 436,644

91| Stencil Corporation Construction 93,971

92|Steptoe & Johnson LLP Legal Services 362,741

93|Stone & Webster Consultants Power Generation Development 256,691

94(Sundance Solar Systems Installation of Renewal Energy Systems 280,649

95|TC Power LLC Engine Repair Services 121,545

96|Terra Contracting LLC Remediation Work 1,234,184

97| Terracon Engineering Services 141,124

98| The Bayard Firm Legal Services 101,076

99(The Brattle Group Cost of Capital Consultants 322,311

100(The Electric Company Construction & Maintenance 261,902
101[The Energy Authority Inc. Scheduling & Dispatching 431,700
102(The L E Meyers Co Storm Damage Restoration 492,076
103|Tony L.aslovich Construction Construction 199,398
104|TP Construction inc. Construction 109,489
105|Trademark Electric Inc. Electrical Contractors 228,337
106|Upper Cut Tree Service Tree Trimming 117,464
107|Utilities Underground Location Locating Services & Excavating Notifications 131,782
108|Varsity Contractors inc. Janitorial Services 210,958
109|Walker Truesdell & Associates Legal Services 268,050
110[Washington Forestry Consultants Forestry Consultants 251,872
111|Waterman Energy Inc Pipeline Inspection Services 84,062
112|Wayne M Hitt CPA Tax Consulting Services 292,983
113|Williamson Fencing & Spr.,Inc. Construction 99,502
114|Wilmer Cutler Pickering Hale Legal Services 276,929
115|Wood Group Pratt & Whitney LLC Electric Construction & Maintenance 122,983
116 |Wright and Sudlow, Inc. Concrete Contractor 88,979
117 |Wright Tree Service Inc Tree Trimming 262,035
118|Zacha Underground Construction Co. Construction 124,308
Total of Payments Set Forth Above ] $ 97,291,633

1/ This schedule includes payments for professional services over $75,000 by NorthWestern Corporation, doing business as

NcrthWestern Energy.
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Sch. 13 POLITICAL ACTION COMMITTEES / POLITICAL CONTRIBUTIONS
Description Total Company Montana % Montana
1
2INorthWestern Energy does not make any
3|contributions to Political Action Committees
4[(PACs) or candidates. The company may
5|contribute to ballot issue campaigns in
6accordance with various state laws.
7
8
9| There are two employee PACs, one called
10| Citizens for Responsible Government /
11|Ernployees of NorthWestern Energy, and one
12|called NorthWestern Public Service
13|Ernployee's Political Action Committee. These
14|are organizations of employees and
15|shareholders of NorthWestern Energy. All of
16|the money contributed by members goes to
17|support political candidates. No company
1g/funds may be spent in support of a political
19|candidate. Nominal administrative costs for
20|such things as duplicating, postage and
21 |meeting expenses are paid by the company.
22| These costs are charged to shareholder
o3|expense.
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47| TOTAL Contributions
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Sch. 14

Pension Costs 1/

1|Plan Name: NorthWestern Energy Pension Plan
2|Defined Benefit Plan? Yes Defined Contribution Plan? No
3|Actuarial Cost Method? Projected Unit Credit IRS Code:
4]Annual Contribution by Employer:  Variable Is the Plan Over Funded? No
5
: ltem Current Year Last Year % Change
Change in Benefit Obligation
Benefit obligation at beginning of year $ 334,814,884 ( $ 333,296,099 0.46%
Service cost ' 7,985,513 8,075,745 -1.12%
Interest cost 18,926,540 17,957,484 5.40%
Plan participants' contributions - - -
Amendments - - -
12|Actuarial (gain) loss (17,719,569) (9,175,027) -93.13%
13|Acquisition - - -
14|Benefits paid ] (16,863,774) (15,339,417) -9.94%
15(Benefit obligation at end of year $ 327,143 5941 % 334,814,884 -2.29%
16(Change in Plan Assets
17|Fair value of plan assets at beginning of year $ 258,200,790 | $ 230,694,073 11.92%
18|Actual return on plan assets 23,905,777 27,096,134 11.77%
19|Acquisition - - -
20|Employer contribution 21,966,321 15,750,000 38.47%
21|Plan participants' contributions - - -
22 |Benefits paid (16,863,774) (15,339,417) -9.94%
23|Fair value of plan assets at end of year $ 287,209,114 | $ 258,200,790 11.23%
24|Funded Status $ (39,934,480)| $ (76,614,094) 47.88%
26|Unrecognized net actuarial gain (loss) - - -
27|Unrecognized prior service cost .- - -
29(Prepaid (accrued) benefit cost $ (39,934,480)| $ (76,614,094) 47.88%
30|Weighted-average Assumptions as of Year End
31| Discount rate 6.25% 5.75% 8.70%
32|Expected return on plan assets 8.00% 8.00%
33|Rate of compensation increase 3.50% Union & 3.50% Union &
3.55% Non-Union | 3.57% Non-Union
341Components of Net Periodic Benefit Costs
35|Servize cost $ 7985513 | % 8,075,745 -1.12%
36| Interest cost 18,926,540 17,957 484 5.40%
37| Expected return on plan assets (21,160,455) (18,357,293) -15.27%
38[Amortization of prior service cost 241,913 241,913 -
38| Recognized net actuarial loss
40| Net periodic benefit cost (SEC Basis) $ 50993511 | % 7,917,849 -24.30%
41(Montana Intrastate Costs: (MPSC Regulatory Basis) - -
42 Pension Costs $ 21,950,000 | $ 21,950,000 -
43 Pension Costs Capitalized $ 4,045,338 | % 4,389,649 -7.84%
44 Accumulated Pension Asset (Liability) at Year End $ (39,934, 480)| $ (76,614,094) 47.88%
45(Number of Company Employees: -
46 i>overed by the Plan 3,190 3,186 0.13%
47 Not Covered by the Plan
48 Active 1,060 1,062 -0.19%
49 Retired 1,244 1,222 1.80%
50 Deferred Vested Terminated 886 902 -1.77%

not reflected above.

1/ NorthWestern Corporation has a separate pension plan covering South Dakota and Nebraska employees that is
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Sch. 14a

Pension Costs

b WwN -

Plan Name: NorthWestern Energy 401k Retirement Savings Plan

Defined Benefit Plan? No Defined Contribution Plan? Yes
Actuarial Cost Method? N/A IRS Code: 401(k)
Annual Contribution by Employer:  Variable Is the Plan Over Funded? N/A

ltem Current Year Last Year

% Change

W w ~N Ol

10
11
12
13
14
15

Change in Benefit Obligation
Benefit obligation at beginning of year
Service cost

Interest cost

P|én participants' contributions Not Applicable

Amendments |
Actuarial loss ;
Acquisition

Benefits paid

Benefit obligation at end of year $ - $ -

16
17
18
19
20
21
22
23

Change in Plan Assets

Fair value of plan assets at beginning of year
Actual return on plan assets

Acquisition

Employer contribution 2/ $ 47235521 % 4,292,508
Plan participants' contributions
Benefits paid

Fair value of plan assets at end of year 2/ $ 207,762,674 | $ 199,305,859

10.04%

4.24%

24
25
26
27

Funded Status Not Applicable

Unrecognized net actuarial loss
Unrecognized prior service cost

Prepaid (accrued) benefit cost $ - 3 -

28
29
30
31
32

Weighted-average Assumptions as of Year End Not Applicable

Discountrate
Expected return on plan assets
Rate of compensation increase

33
34
35
36
37
38
39
40

Components of Net Periodic Benefit Costs Not Applicable

Service cost

Interest cost

Expected return on plan assets
Amortization of prior service cost
Recognized net actuarial loss

Net periodic benefit cost (SEC Basis) $ - $ -

41
42
43
44
45

Montana Intrastate Costs: (MPSC Regulatory Basis)

Pension Costs $ 3,100,121 1% 2,881,684
Pension Costs Capitalized 571,346 | $ 576,291

Accumulated Pension Asset (Liability) at Year End Not Applicable

7.58%
-0.86%

46
47
48
49
50
51
52

Number of Company Employees: 3/ 3/
Covered by the Plan - Eligible 1,340 1,340
Not Covered by the Plan
Active - Participating 1,273 1,265
Retired
Vested Former Employees, Retirees and Active- 267 275

Noncontributing

0.63%

-2.91%

2/ This plan covers all NorthWestern Corporation employees.
3/ Represents total company 401(k) plan participants.
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Sch. 15 Other Post Employment Benefits (OPEBS)

[ ltem Current Year | Last Year [ % Change
1{Requlatory Treatment: L g W :
2| Commission authorized - most recent
3 Docket number. 93.6.24
4|  Order number. 5709d s . § A
5[Amount recovered through rates $3,238,965 $4 691,046 -30.95%
6|Weighted-average Assumptions as of Year End 1/ 2/

7 |Discount rate 6.00% 575%| 4.35%
8|Expected return on plan assets 8.00% 8.00%
9|Medical Cost Inflation Rate 3/ 10.0%,5.0%:13 8.0%,5.0%:10
Projected Unit Credit Actuarial, Cost
Method Allocated from the Date of Hire
10|Actuarial Cost Method to Full Eligibility Date
3.50% Union & 3.50% Union &
11|Rate of compensation increase 3.55% Non-Union | 3.57% Non-Union
12|List each method used to fund OPEBs (ie: VEBA, 401(h)} and if tax advantaged:
13 Union Employees - VEBA - Yes, tax advantaged
14 Non-Union Employees - 401(h) - Yes, tax advantaged_
15[(Describe any Changes to the Benefit Plan: )
16
1/ Obtained from NorthWestern Energy-Montana's 2007 FASB 106 Valuation. Assumptions and data
are as of December 31, 2007.
2/ Obtained from NorthWestern Energy-Montana's 2006 FASB 106 Valuation. Assumptions and data
are as of December 31, 2006.
3/ First Year, Ultimate, Years to Reach Ultimate.
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Sch. 15a Other Post Employment Benefits (OPEBS) (continued)
’ . Item Current Year Last Year % Change
1[Number of Company Employees:
2 Covered by the Plan
3 Not Covered by the Plan
4 Active
5 Retired
6 Spouses/Dependants covered by the Plan
7 Montana 4/
8|Change in Benefit Obligation
9 |Benefit obligation at beginning of year $43,025,921 $45,277,018 -4.97%
10|Service cost 580,372 $740,490 [ -21.62%
11|Interest Cost 2,034,633 $2,340596 | -13.07%
12|Plan participants' contributions - -
13|Amendments - -
14|Actuarial loss/(gain) (5,972,918) ($2,768,590)| -115.74%
15|Acquisition - -
16 |Benefits paid (2,348,542 ~ ($2,563,5983) 8.39%
17 |Benefit obligation at end of year $37,319,466 $43,025,921 -13.26%
18|Change in Plan Assets - -
19|Fair value of plan assets at beginning of year $13,357,707 $10,362,537 28.90%
20|Actual return on plan assets 890,955 $1,040,879 | -14.41%
21]Acquisition - -
22|Employer contribution 4,554,140 $4,517,784 0.80%
23|Plan participants’ contributions - -
24|Benefits paid (2,348,542 _($2,563,593 8.39%
25| Fair value of plan assets at end of year $16,454 260 $13,357,707 23.18%
26|Funded Status ($20,865,206) ($29,668,214)] 29.67%
27[Unrecognized net transition (asset)/obligation - - -
28|Unrecognized net actuarial loss/(gain) - - -
29|Unrecognized prior service cost - - -
30|Prepaid {accrued) benefit cost ($20,865,206) 20.668.214)] 29.67%
31|Components of Net Periodic Benefit Costs - -
32|Service cost $580,372 $740,490 | -21.62%
33|Interest cost 2,034,633 $2,340,596 | -13.07%
34|Expected return on plan assets (1,068,617) ($829,003) -28.90%
35]Amortization of transitional (asset)/obligation - $788,960 | -100.00%
36|Amortization of prior service cost - $28,211 | -100.00%
37|Recognized net actuarial loss/(gain) (358,849 $1,621,792 | -122.13%
38| Net periodic benefit cost $1.187,539 $4.691.046 | -74.68%
39|Accumulated Post Retirement Benefit Obligation - -
40| Amount Funded through VEBA - $729,200 | -100.00%
41] Amount Funded through 401(h) 1,028,663 $1,476,398 | -30.33%
42| Amount Funded through other - Company funds 2,210,302 $2.485448 | -11.07%
43 TOTAL $3,238,965 $4,691,046 | -30.95%
44| Amount that was tax deductible - VEBA $729,200 | -100.00%
45| Amount that was tax deductible - 401(h) 1,028,663 $1,476,398 | -30.33%
46| Amount that was tax deductible - Other 2,210,302 $2,485448 | -11.07%
47 TOTAL - $3,238 965 $4,691,046 | -30.95%
48Montana Intrastate Costs: - -
49 Pension Costs $3,238,965 $4,691,046 | -30.95%
50| Pension Costs Capitalized 596,934 938,134 | -36.37%
51 Accumulated Pension Asset (Liability) at Year End {$20,865,206 ($29,668,214)| 29.67%
52{Number of Montana Employees: -
53| Covered by the Plan 2,164 2,173 -0.41%
54 Not Covered by the Plan 157 168 -6.55%
56  Active 1,080 1,086 -0.55%
56 Retired 974 976 -0.20%
57 Spouses/Dependants covered by the Plan 110 111 -0.90%

4/ There is approximately an additional $9,174,706 and $10,037,080 in other company OPEBS liabilities
outstanding at December 31, 2007 and 2006, respectively for other supplemental retirement agreements in

addition to what is reflected for Montana above.
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SCHEDULE 16
Note: This schedule includes the ten most highly compensated employees assigned or allocated to Montana that are not already included on Sch 17.

TOP TEN MONTANA COMPENSATED EMPLOYEES (ASSIGNED OR ALLOCATED)

Line

Name/Title

Base Salary
(Wages)

Bonuses
1/

Other
2/

Total
Compensation

Total
Compensation

Reported Last Year

% Increase
Total
Compensation

=y

N

w

H

&)

[22]

~J

[e:]

<©

10

David G. Gates

Vice President, Wholesale Operations

197,428

51,895

21,808
9,000
525
81,961
10,478
10,550
148

—IOTMmMoOO

383,792

318,071

21%

Bart A. Thielbar
Director, Special Projects

194,906

43,907

32,330
9,000
649
82,759
0

70

IOHTMMOO

363,621

287,207

27%

Kendall Kliewer
Vice President, Controller

189,519

46,095

29,729
9,000
71,667
1,202

[oBulwie]

347,213

287,200

21%

Paul James Evans
Treasurer

186,745

44,774

28,995
9,000
62,821
3,533

OMoOO

335,868

275,679

22%

Bobbi L. Schroeppel
Vice President, Customer Care
& Communications

174,519

43,239

30,816
9,000
630
57,792
0

OMmMO O

315,997

256,768

23%

Patrick R. Corcoran
Vice President, Government
& Regulatory Affairs

166,538

38,368

13,004

9,000
57,252
17,328

OMoOO

301,491

254,035

19%

Michael L. Nieman
Officer, Internal Audit & Control

157,115

31,653

28,825
420
41,876
0

QMmO

259,889

210,833

23%

Christian P. Fonss
Director, Tax

159,863

22,181

3,997
23,081
35,529

6,695

OO m

251,346

221,907

13%

John S Fitzpatrick

Director, Exec State/Local Comm Ret

151,233

18,007

17,347
6,300
30,242
16,865
222

— OO0

240,216

N/A

W Wayne Harper
Senior Attorney

156,537

16,322

20,634
3413

31,451
7.613

OTTMoOO

236,180

N/A
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TOP TEN MONTANA COMPENSATED EMPLOYEES (ASSIGNED OR ALLOCATED)

Totat % Increase
Line Total Compensation Total
No. Name/Title Base Salary | Bonuses Other Compensation| Reported Last Year | Compensation
1/ 2/

1[1/ Bonuses include the following:

2

3|  A> Non-Equity Incentive Plan Compensation includes amounts paid under the 2007 Employee

4 Incentive Compensation Plan. Amounts were earned in 2007 but paid in the first quarter of 2008. Based on
5 company performance against plan, the incentive plan was funded at 75% of target. Individual awards varied
6 from the funded level based on individual performance.

7

8| 2/ All Other Compensation for named employees consists of the following:

10 B> Merit cash.

12| C> Employer contributions to benefits - medical, dental, vision, employee assistance program,

13 group term life, 401(k) match, and non-elective 401(k) contribution.

14

15 D> Vehicle allowance.

16

17 E> Imputed income - personal use of Hebgen Lake property.

18

19 F>These values reflect the compensation expense recognized for restricted stock awards and are calculated
20 using the provisions of SFAS No. 123R, Share-Based Payments .

21

22| G>Change in pension value over previous year. The present value of accumulated benefits was calculated
23 assuming benefits commence at age 65 and using the discount rate, mortality assumption and assumed
24 payment form consistent with those disclosed in the Notes to the Consolidated Financial Statements

25 in our Annual Report on Form 10-K for the year ended December 31, 2007. Changes in actuarial

26 assumptions for discount rate from 5.75% to 6.25% and interest crediting rate from 6.0% to 5.5% resulted in
27 lower changes in pension value than was reported for 2006. Where the change in value is shown as zero (0),
28 the actuarial change in value is as follows:

29 Mr. Thielbar (5,932)

30 Ms. Schroeppel (1,282)

31 Mr. Nieman (7,275)

32

33 H> Vacation sold back during the year.

34

35 I> Taxable gift certificate with gross up.

36
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SCH

EDULE 17

Note: This schedule contains the five most highly compensated corporate officers who are assigned or allocated to Montana.

TOF FIVE MONTANA COMPENSATED EMPLOYEES (ASSIGNED OR ALLOCATED)

Total % Increase
Line Total Compensation Total
No. Name/Title Base Salary Bonuses Other Compensation| Reported Last Year| Compensation
(Wages) 1/ 2/

1|Michael J. Hanson 521,635 0 A 35928 B 1,006,799 896,743 12%
President & Chief Executive Officer 14400 C
2847 D
431975 F
14 G

2 |Brian B. Bird 301,846 109,411 A 32638 B 668,862 496,910 35%
Vice President, Chief Financial Officer 12,000 C
208,235 F
4731 G

3|Thomas J. Knapp 265,420 77,842 A 36,138 B 537,033 385,517 6%
Vice President, General Counsel 10,200 C
& Corporate Secretary 139,482 F
7,950 G

4|Gregory G. Trandem 206,731 60,912 A 38,079 B 422 631 312,233 35%
Vice President, Administrative Services 1,428 D
500 E
108,534 F
6,447 G

5(Curtis T. Pohl 190,000 51,846 A 32426 B 377,245 269,619 40%
Vice President, Retail Operations 9,000 D
93973 F
0 G
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TOP FIVE MONTANA COMPENSATED EMPLOYEES (ASSIGNED OR ALLOCATED)

% Increase
Total
Compensation

Total
Line Total Compensation
No. Name/Title Base Salary Bonuses Other Compensation| Reported Last Year
1/ 2/
1|1/ Bonuses include the following:
2
3 A> Non-Equity Incentive Plan Compensation includes amounts paid under the 2007 Employee
4 Incentive Compensation Plan. Amounts were earned in 2007 but paid in the first quarter of 2008. Based on
5 company performance against plan, the incentive plan was funded at 75.% of target. Officer awards varied
6 from the funded level based on individual performance.
7
8| 2/ All Other Compensation for named employees consists of the following:
9
10 B> Employer contributions to benefits - medical, dental, vision, employee assistance program,
11 group term life, 401(k) match, and non-elective 401(k) contribution.
12
13 C> Imputed income - personal use of company provided vehicle.
14
15 D> Imputed income - spouse travel
16
17 E> Imputed income - personal use of Hebgen Lake property.
18
19 F>These values reflect the compensation expense recognized for restricted stock awards and are calculated
20 using the provisions of SFAS No. 123R, Share-Based Payments.
21
22 G>Change in pension value over previous year. The present value of accumulated benefits was calculated
23 assuming benefits commence at age 65 and using the discount rate, mortality assumption and assumed
24 payment form consistent with those disclosed in the Notes to the Consolidated Financial Statements
25 in our Annual Report on Form 10-K for the year ended December 31, 2007. Changes in actuarial
26 assumptions for discount rate from 5.75% to 6.25% and interest crediting rate from 6.0% to 5.5% resulted in
27 lower changes in pension value than was reported for 2006. In Mr. Pohl's case, the change in value was
28 calculated at ($14,129). )
29
30
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Sch. 18‘

BALANCE SHEET

1/

Account Title This Year Last Year % Change
1 Assets and Other Debits
2 Utility Plant
3 101 Plantin Service $2,554,329,610 $2,454,337,364 4.07%
4 101.1 Property Under Capital Leases 40,209,537 40,209,537 0.00%
5 105 Plant Held for Future Use 4,900 4,900 0.00%
6 107 Construction Work in Progress 23,014,098 3,240,549 >300.00%
7 108 Accumulated Depreciation Reserve (1,235,398,220) (1,183,035,857) 4.43%
8 108.1 Accumulated Depreciation - Capital Leases (3,015,704) {1,005,236) 200.00%
9 111 Accumulated Amortization & Depletion Reserves (44,057,594) (34,727,173) 26.87%
10 114 Electric Plant Acquisition Adjustments 3,106,285 3,106,285 0.00%
11 115 Accumulated Amortization-Electric Plant Acq. Adj. (2,916,457) (2,821,543) 3.36%
12 116 Utility Pltant Adjustment - Goodwill 355,128,500 435,075,587 -18.38%
13 117 Gas Stored Underground-Noncurrent 32,114,042 32,141,968 -0.09%
14|Total Utility Plant 1,722,518,996 1,746,526,381 -1.37%
15 Other Property and Investments
16 121 Nonutility Property 7,570,168 5,357,845 41.29%
17 122 Acrumulated Depr. & Amort.-Nonutililty Property (132,378) (1,473,243) -91.01%
18 123.1 Investments in Assoc Companies and Subsidiaries 135,378,281 122,047,039 10.92%
19 124 Other Investments 989,732 1,541,359 -35.79%
20 128 Miscellaneous Special Funds - - -
21 LT Portion of Derivative Assets - Hedges - - -
22|Total Other Property & Investments 143,805,804 127,473,000 12.81%
23 Current and Accrued Assets
24 131 Cash 12,663,974 1,823,151 >300.00%
25 134 Other Special Deposits 3,309,573 2,965,707 11.59%
26 135 Working Funds 42,285 42,010 0.65%
27 136 Temporary Cash Investments - - -
28 141 Notes Receivable 9,613 49,909 -80.74%
29 142 Customer Accounts Receivable 62,246,102 65,175,722 -4.49%
30 143 Other Accounts Receivabie 11,819,105 18,820,350 -37.20%
31 144 Accumulated Provision for Uncollectible Accounts (3,166,261) (3,239,842) -2.27%
32 145 Notes Receivable-Associated Companies - - -
33 146 Accounts Receivable-Associated Companies 30,101,180 15,337,813 96.25%
34 151 Fuel Stock 4,725,662 3,313,948 42.60%
35 154 Plant Materials and Operating Supplies 17,951,184 17,902,740 0.27%
36 164 Gas Stored - Current 40,851,403 39,240,016 4.11%
37 165 Prepayments 10,114,245 9,964,222 1.51%
38 171 Interest and Dividends Receivable - - -
40 172 Rents Receivable 33,816 61,624 -45.13%
41 173 Accrued Utility Revenues 75,953,898 68,858,563 10.30%
42 174 Miscellaneous Current & Accrued Assets 088,362 1,161,255 -14.89%
43 175 Derivative Instrument Assets (175) 5,719,757 - 100.00%
44 (Less) Long=Term Portion of Derivative Instrument Assets - - -
45 176 LT Portion of Derivative Assets - Hedges - - -
46 (less) LT Portion of Derivative Assets - Hedges - - -
47 [Total Current & Accrued Assets 273,363,897 241,477,188 13.20%
48 Deferred Debits
49 181 Unamortized Debt Expense 14,858,756 17,255,590 -13.89%
50 182 Regulatory Assets 108,179,282 148,502,899 -27.15%
51 183 Preliminary Survey and Investigation Charges 1,752,718 - 100.00%
52 184 Clearing Accounts 9,306 43,321 -78.52%
53 185 Temporary Facilities 78 78 0.00%
54 186 Miscellaneous Deferred Debits 704,587 21,292 515 -96.69%
55 189 Unamortized Loss on Reacquired Debt 4,318,150 4,637,192 -6.88%
56 190 Accumulated Deferred Income Taxes 84,729,364 45,646,258 85.62%
57 181 Unrecovered Purchased Gas Costs (12,436,320) 5,612,870 >-300.00%
58|Total Deferred Debits 202,115,920 242,990,723 -16.82%
59| TOTAL ASSETS and. OTHER DEBITS 3 2,341,804,617 2,358,467,292 -0.71%

Scheduie 18



Sch. 18  [cont. BALANCE SHEET 1/
. Account Title This Year Last Year % Change

1 Liabilities and Other Credits

2 Proprietary Capital

3 201 Common Stock Issued $ 393,339 359,624 9.38%

4 204 Preferred Stock Issued - - -

5 207 Premium on Capital Stock - - -

6 211 Miscellaneous Paid-In Capital 803,061,335 727,327,890 10.41%

7 213 Discount on Capital Stock - - -

8 214 Capital Stock Expense - - -

9 215 Appropriated Retained Earnings - - -
10 216 Unappropriated Retained Earnings 16,602,789 10,697,804 55.20%
12 217 Reacquired Capital Stock (10,780,785) (9,885,098) 9.06%
13 219 Accumulated Other Comprehensive Income 13,747,958 14,271,357 -3.67%
14| Total Proprietary Capital 823,024,636 742771577 10.80%
15 Long Term Debt
16 221 Bonds 621,555,000 621,920,000 -0.06%
17 223 Advances in Associated Companies - - -
18 224 Other Long Term Debt 12,000,000 50,000,000 -76.00%
19 226 Unamortized Discount on Long Term Debt-Debit 63,700 71,051 -10.35%
20|Total Long Term Debt 633,491,300 671,848,949 5.71%
21 Other Noncurrent Liabilities
22 227 Obligations Under Capital Leases-Noncurrent 38,001,667 39,323,563 -3.36%
23 228.1 Accumulated Provision for Property Insurance - (70,841) -100.00%
24 228.2 Accumulated Provision for Injuries and Damages 11,128,272 8,617,963 29.13%
25 228.3 Accumulated Provision for Pensions and Benefits 44 970,186 52,570,168 -14.46%
26 228.4 Accumulated Miscellaneous Operating Provisions 189,459,290 180,640,922 4.88%
27 229 Accumulated Provision for Rate Refunds 2,243,806 - 100.00%
28 230 Asset Retirement Obligations 4,453,043 3,801,012 17.15%
29| Total Other Noncurrent Liabilities 290,256,263 284,882,787 1.89%
30 Current and Accrued Liabilities
31 231 Notes Payable - - -
32 232 Accounts Payable 99,473,440 88,243,949 12.73%
33 233 Notes Payable to Associated Companies - - -
34 234 Accounts Payable to Associated Companies 6,294,395 42,752,662 -85.28%
35 235 Customer Deposits 8,113,459 7,641,259 6.18%
36 236 Taxes Accrued 132,621,196 129,908,326 2.09%
37 237 Interest Accrued 11,882,783 11,091,501 7.13%
39 238 Dividends Declared - - -
40 241 Tax Collections Payable 1,386,961 1,429,703 -2.99%
41 242 Miscelianeous Current and Accrued Liabilities 54,859,330 60,141,393 -8.78%
42 243 Obligations Under Capital Leases-Current 2,388,703 1,414,661 68.85%
43 244 Derivative Instrument Liabilities 51,483 4.331,833 -98.81%
44 245 Derivative Instrument Liabilities - Hedges - - -
45| Total Current and Accrued Liabilities 317,071,751 346,955,287 -8.61%
46 Deferred Credits
47 252 Customer Advances for Construction 45,193,740 33,501,677 34.90%
48 253 Other Deferred Credits 45,237,585 87,874,078 -48.52%
49 254 Regulatory Liabilities 32,137,737 26,296,808 22.21%
50 255 Accumulated Deferred Investment Tax Credits 3,497,059 4,028,288 -13.19%
51 257 Unamortized Gain on Reacquired Debt - - -
52| 281-283 Accumulated Deferred Income Taxes 151,894,547 160,307,841 -5.25%
53|Total Deferred Credits 277,960,667 312,008,692 -10.91%
54| TOTAL LIABILITIES and OTHER CREDITS 3 2,341,804617 | $ 2,358,467,292 | -0.71%
55
56| 1/ This financial statement is presented on the basis of the accounting requirements of the Federal Energy Regulatory
57|Commission (FERC) as set forth in its applicable Uniform System of Accounts. As such, subsidiaries are presented using the
58|equity method of accounting. The amounts presented are consistent with the presentation in FERC Form 1, plus Canadian
59/Montana Pipeiine Corp.
60
61
62
63
64
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NOTES TO FINANCIAL STATEMENTS
(1) Nature of Operations

NorthWestern Corporation, doing business as NorthWestern Energy, provides electricity and natural gas to approximately
650,000 customers in Montana, South Dakota and Nebraska. We have generated and distributed electricity in South Dakota and
distributed natural gas in South Dakota and Nebraska since 1923 and have distributed electricity and natural gas in Montana since
2002.

The financial statements for the periods included herein have been prepared by NorthWestern Corporation (NorthWestern, we or
us), pursuant to the rules and regulations of the Federal Energy Regulatory Commission (FERC) as set forth in its applicable Uniform
System of Accounts. The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America management to make estimates and assumptions that may affect the reported amounts of assets, liabilities, revenues
and expenses during the reporting period. Actual results could differ from those estimates.

(2) Termination of Merger Agreement with Babcock & Brown Infrastructure Limited

On April 25, 2006, we entered into an Agreement and Plan of Merger (Merger Agreement) with BBI, an infrastructure
investment company listed on the Australian Stock Exchange, under which BBI would acquire NorthWestern Corporation in an all-
cash transaction at $37 per share. We had received all approvals necessary for the transaction, except from the Montana Public Service
Commission (MPSC). On May 22, 2007, the MPSC unanimously directed its staff to draft an order denying the transaction. On June
25,2007, we and BBI filed a formal joint request asking the MPSC to consider a revised proposal. In connection with our joint request
to the MPSC, we and BBI agreed that if the MPSC denied the revised application, then either party in their sole discretion could
terminate the Merger Agreement. On July 24, 2007, the MPSC denied the joint request and BBI terminated the Merger Agreement.
The MPSC issued a final written order on July 31, 2007.

We incurred and expensed transaction related costs of approximately $1.5 million, and $13.9 million during the years ended
December 31, 2007, and December 31, 2006, respectively.

(3) Significant Accounting Policies
Financial Statemen! Presentation and Basis of Accounting

The financial statements are presented on the basis of the accounting requirements of the FERC as set forth in its applicable
Uniform System of Accounts. This report differs from GAAP due to FERC requiring the presentation of subsidiaries on the equity
method of accounting, which differs from Statement of Financial Accounting Standards No. 94 “Consolidation of All Majority-Owned
Subsidiaries” (SFAS No. 94). SFAS No. 94 requires that all majority-owned subsidiaries be consolidated (See Note 5). The other
significant differences consist of the following:

» Comparative statements of net income per share are not presented;

s Removal costs of transmission and distribution assets are reflected in the balance sheets as a component of accumulated
depreciation of $165.4 million and $153.4 million as of December 31, 2007 and 2006, respectively, in accordance with
regulatory treatment as compared to regulatory liabilities for GAAP purposes (see Note 7);

»  Goodwill is reflected in the balance sheets as a utility plant adjustment of $355.1 million and $435.1 million as of December

31, 2007 and 2006, respectively, in accordance with regulatory treatment, as compared to goodwill for GAAP purposes (see
Note 8);



e  The write-down of plant values associated with the 2002 acquisition of the Montana operations is reflected in the balance
sheets as a component of accumulated depreciation of $192.8 million for both December 31, 2007 and 2006, in accordance
with regulatory treatment as compared to plant for GAAP purposes;

e  The current portion of gas stored underground is reflected in the balance sheets as current and accrued assets, as compared to
materials and supplies for GAAP purposes;

e Current and long-term debt is classified in the balance sheets as all long-term debt in accordance with regulatory treatment,
while GAAP presentation reflects current and long-term debt on separate lines; and

e  Accumulated deferred tax assets and liabilities are classified in the balance sheets as gross deferred debits and credits,
respectively, while GAAP presentation reflects either a net deferred tax asset or liability.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Estimates are used for such items as long-lived asset values and impairment charges, long-lived asset useful lives, tax
provisions, asset retirement obligations, uncollectible accounts, our QF obligation, environmental costs, unbilled revenues and
actuarially determined benefit costs. We revise the recorded estimates when we get better information or when we can determine
actual amounts. Those revisions can affect operating results.

Fresh-Start Reporting

In accordance with Statement of Position 90-7, Financial Reporting by Entities in Reorganization under the Bankruptcy Code, or
SOP 90-7, certain companies qualify for fresh start reporting in connection with their emergence from bankruptcy. Fresh-start
reporting is required if (1) the reorganization value of the emerging entity's assets immediately before the date of confirmation is less
than the total of all postpetition liabilities and allowed claims, and (2) holders of existing voting shares immediately before
confirmation receive less than 50% of the voting shares of the emerging entity. Upon applying fresh-start reporting, a new reporting
entity is deemed to be created and the recorded amounts of assets and liabilities are adjusted to reflect their estimated fair values,

which impacts the comparability of financial statements. We met these requirements and adopted fresh-start reporting upon our
emergence from bankruptcy on November 1, 2004.

Revenue Recognition

For our South Dakota and Nebraska operations, as prescribed by the respective regulatory authorities, electric and natural gas
utility revenues are based on billings rendered to customers. For our Montana operations, as prescribed by the MPSC, operating
revenues are recorded monthly on the basis of consumption or services rendered. Customers are billed monthly on a cycle basis. To

match revenues with associated expenses, we accrue unbilled revenues for electrical and natural gas services delivered to Montana
customers but not yet billed at month-end.

Cash Equivalents

We consider all highly liquid investments with maturities of three months or less at the time of purchase to be cash equivalents.



Inventories

Inventories are stated at average cost. Inventory consisted of the following (in thousands):

December 31,
2007 2006
Fuel Stock $ 4,726 §$ 3,314
Materials and supplies 17,951 17,903
Gas stored underground (including the non-
current portion reflected in utility plant) 72,965 71,382

§ 95642 $ 92,599

Regulation of Utility Operations

Our regulated operations are subject to the provisions of Statement of Financial Accounting Standards (SFAS) No. 71,
Accounting for the Effects of Certain Types of Regulations (SFAS No. 71). Accounting under SFAS No. 71 is appropriate provided
that (i) rates are established by or subject to approval by independent, third-party regulators, (ii) rates are designed to recover the
specific enterprise's cost of service, and (iii) in view of demand for service, it is reasonable to assume that rates are set at levels that
will recover costs and can be charged to and collected from customers.

Our financial statements reflect the effects of the different rate making principles followed by the jurisdiction regulating us. The
economic effects of regulation can result in regulated companies recording costs that have been, or are expected to be, allowed in the
ratemaking process in a period different from the period in which the costs would be charged to expense by an unregulated enterprise.
When this occurs, costs are deferred as regulatory assets on the balance sheet and recorded as expenses in the periods when those
same amounts are reflected in rates. Additionally, regulators can impose liabilities upon a regulated company for amounts previously
collected from customers and for amounts that are expected to be refunded to customers (regulatory liabilities).

If all or a separable portion of our operations becomes no longer subject to the provisions of SFAS No. 71, an evaluation of
future recovery of the related regulatory assets and liabilities would be necessary. In addition, we would determine any impairment to
the carrying costs of deregulated plant and inventory assets.

Derivative Financial Instruments

We are exposed to market risk, including changes in interest rates and the impact of market fluctuations in the price of electricity
and natural gas commodities as discussed further in Note 9. In order to manage these risks, we use both derivative and non-derivative
contracts that may provide for settlement in cash or by delivery of a commodity, including;:

e Forward contracts, which commit us to purchase or sell energy commeodities in the future,
e Option contracts, which convey the right to buy or sell a commodity at a predetermined price, and

e Swap agreements, which require payments to or from counterparties based upon the differential between two prices for a
predetermined contractual (notional) quantity.

SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities (SFAS No. 133), as amended, requires that all
derivatives be recognized in the balance sheet, either as assets or liabilities, at fair value, unless they meet the normal purchase and
normal sales criteria. The changes in the fair value of recognized derivatives are recorded each period in current earnings or other
comprehensive income, depending on whether a derivative is designated as part of a hedge transaction and the type of hedge
transaction.



For contracts in which we are hedging the variability of cash flows related to forecasted transactions that qualify as cash flow
hedges, the changes in the fair value of such derivative instruments are reported in other comprehensive income. The relationship
between the hedging instrument and the hedged item must be documented to include the risk management objective and strategy and,
at inception and on an ongoing basis; the effectiveness of the hedge in offsetting the changes in the cash flows of the item being
hedged. Gains or losses accumulated in other comprehensive. income are reclassified to earnings in the periods in which earnings are
affected by the variability of the cash flows of the related hedged item. Any ineffective portion of all hedges would be recognized in
current-period earnings. Cash flows related to these contracts are classified in the same category as the transaction being hedged.

We have applied the normal purchases and normal sales scope exception, as provided by SFAS No. 133 and interpreted by
Derivatives Implementation Guidance Issue C15, to certain contracts involving the purchase and sale of gas and electricity at fixed
prices in future periods. Revenues and expenses from these contracts are reported on a gross basis in the appropriate revenue and
expense categories as the commodities are received or delivered.

Property, Plant and Equipment

Property, plant and equipment are stated at original cost, including contracted services, direct labor and material, allowance for
funds used during construction (AFUDC), and indirect charges for engineering, supervision and similar overhead items. All
expenditures for maintenance and repairs of utility property, plant and equipment are charged to the appropriate maintenance expense
accounts. A betterment or replacement of a unit of property is accounted for as an addition and retirement of utility plant. At the time
of such a retirement, the accumulated provision for depreciation is charged with the original cost of the property retired and also for
the net cost of removal. Also included in plant and equipment are assets under capital lease, which are stated at the present value of
minimum lease payments.

AFUDC represents the cost of financing construction projects with borrowed funds and equity funds. While cash is not realized
currently from such allowance, it is realized under the ratemaking process over the service life of the related property through
increased revenues resulting from a higher rate base and higher depreciation expense. The component of AFUDC attributable to
borrowed funds is included as a reduction to interest expense, while the equity component is included in other income. We determine
the rate used to compute AFUDC in accordance with a formula established by the FERC. This rate averaged 8.7% and 8.8% for
Montana for 2007 and 2006, respectively, and 8.7% and 8.9% for South Dakota for 2007 and 2006, respectively. Interest capitalized
totaled $0.8 million for the year ended December 31, 2007 and $1.0 million for the year ended December 31, 2006, for Montana and
South Dakota combined.

We may require contributions in aid of construction from customers when we extend service. Amounts used from these
contributions to fund capital additions were $14.6 million for the year ended December 31, 2007 and $8.7 million for the year ended
December 31, 2006.

We record provisions for depreciation at amounts substantially equivalent to calculations made on a straight-line method by
applying various rates based on useful lives of the various classes of properties (ranging from three to 40 years) determined from
engineering studies. As a percentege of the depreciable utility plant at the beginning of the year, our provision for depreciation of
utility plant was approximately 3.5% for 2007 and 3.4% for 2006.

Depreciation rates include a provision for our share of the estimated costs to decommission three coal-fired generating plants at
the end of the useful life of each plant. The annual provision for such costs is included in depreciation expense.



Stock-based Compensation

Under our equity-based incentive plans, we have granted restricted stock awards to all employees and members of the Board
of Directors (Board). We discuss these awards in further detail in Note 17. We account for these awards using SFAS No. 123R, Share-
Based Payment (SFAS No. 123R), which requires companies to recognize compensation expense for all equity-based compensation
awards issued to employees that are expected to vest, Under SFAS No. 123R, we recognize the fair value of compensation cost ratably
or in tranches (depending if the award has cliff or graded vesting) over the period during which an employee is required to provide
service in exchange for the award. As forfeitures of restricted stock grants occur, the associated compensation cost recognized to date
is reversed.

Income Taxes

Exposures exist related to various tax filing positions, which may require an extended period of time to resolve and may result in
income tax adjustments by taxing authorities. We have reduced deferred tax assets or established liabilities based on our best estimate
of future probable adjustments related to these exposures. On a quarterly basis, we evaluate exposures in light of any additional
information and make adjustments as necessary to reflect the best estimate of the future outcomes. We believe our deferred tax assets
and established liabilities are appropriate for estimated exposures; however, actual results may differ from these estimates. The
resolution of tax matters in a particular future period could have a material impact on our statement of operations and provision for
income taxes.

Environmental Costs

We record environmental costs when it is probable we are liable for the costs and we can reasonably estimate the liability. We
may defer costs as a regulatory asset if we have prior regulatory authorization for recovery of these costs from customers in future
rates. Otherwise, we expense the costs. If an environmental expense is related to facilities we currently use, such as pollution control

equipment, then we capitalize and depreciate the costs over the remaining life of the asset, assuming the costs are recoverable in future
rates or future cash flows.

We record estimated remediation costs, excluding inflationary increases and probable reductions for insurance coverage and rate
recovery. The estimates are based on the use of an environmental consultant, our experience, our assessment of the current situation
and the technology currently available for use in the remediation. We regularly adjust the recorded costs as we revise estimates and as
remediation proceeds. If we are one of several designated responsible parties, then we estimate and record only our share of the cost.
We treat any future costs of restoring sites where operation may extend indefinitely as a capitalized cost of plant retirement. The
depreciation expense levels we can recover in rates include a provision for these estimated removal costs.

Emission Allowances

We have sulfur dioxide (SO2) emission allowances and each allowance permits a generating unit to emit one ton of SO2 during
or after a specified year. We have approximately 3,200 excess SO2 emission allowances per year for years 2017 through 2031,
however these allowances have no carrying value in our financial statements and the market for these years is presently illiquid. These
emission allowances are not subject to regulatory jurisdiction. When excess SO2 emission allowances are sold, we reflect the gain in
operating income and cash received is reflected as an investing activity.

Accounting Standards Issued
In December 2007, the Financial Accounting Standards Board (FASB) issued SFAS No. 141 (revised 2007), Busirness

Combinations (SFAS No. 141R), which replaces FASB Statement No. 141. SFAS 141R establishes principles and requirements for
how an acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, any non



controlling interest in the acquiree and the goodwill acquired. The Statement also establishes disclosure requirements, which will
enable users to evaluate the nature and financial effects of the busi