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INDEPENDENT AUDITORS’ REPORT

NorthWestern Corporation
Sioux Falls, South Dakota

We have audited the balance sheet — regulatory basis of NorthWestern Corporation (the “Company”) as
of December 31, 2008, and the related statements of income — regulatory basis, retained earnings —
regulatory basis, cash flows — regulatory basis, and accumulated other comprehensive income,
comprehensive income, and hedging activities — regulatory basis, for the year then ended, included on
pages 110 through 123 of the accompanying Federal Energy Regulatory Commission Form 1. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

As discussed in Note 2, these financial statements were prepared in accordance with the accounting
requirements of the Federal Energy Regulatory Commission as set forth in its applicable Uniform System
of Accounts and published accounting releases, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

In our opinion, such regulatory-basis financial statements present fairly, in all material respects, the
assets, liabilities, and proprietary capital of the Company as of December 31, 2008, and the results of its
operations and its cash flows for the year then ended, in accordance with the accounting requirements of
the Federal Energy Regulatory Commission as set forth in its applicable Uniform System of Accounts and
published accounting releases.

This report is intended solely for the information and use of the board of directors and management of the
Company and for filing with the Federal Energy Regulatory Commission and is not intended to be, and
should not be, used by anyone other than these specified parties.

ﬁ&ﬁ% 4 Towche 1ip0

February 12, 2009

Member of
Deloitte Touche Tohmatsu




FERC FORM NO. 1/3-Q:

REPORT OF MAJOR ELECTRIC UTILITIES, LICENSEES AND OTHER

, _IDENTIFICATION

01 Exact Legal Name of Respondent 02 Year/Period of Report

NorthWestern Corporation End of 2008/Q4
03 Previous Name and Date of Change (if name changed during year)

/1

04 Address of Principal Office at End of Period (Street, City, State, Zip Code)

3010 West 69th Street, Sioux Falls, SD 57108
05 Name of Contact Person 06 Title of Contact Person

Elaine A. Vesco Director, Financial Reporting
07 Address of Contact Person (Street, City, State, Zip Code)

40 East Broadway Street, Butte, MT 59701
08 Telephone of Contact Person,/ncluding| 09 This Report Is 10 Date of Report
Area Code (1)X] AnOriginal  (2) [J A Resubmission (Mo, Da, Y1)

(406) 497-2759 12/31/2008

ANNUAL CORPORATE OFFICER CERTIFICATION

The undersigned officer certifies that:

I have examined this report and to the best of my knowledge, information, and belief all statements of fact contained in this report are correct statements
of the business affairs of the respondent and the financial statements, and other financial information contained in this report, conform in all material
respects to the Uniform System of Accounts.

01 Name 03 Signature 04 Date Signed
Kendall G. Kliewer (Mo, Da, Yr)
02 Title .
VP and Controller Kendall G. Kliewer 02/27/2009

| Title 18, U.S.C. 1001 makes it a crime for any person to knowingly and willingly to make to any Agency or Department of the United States any
faise, fictitious or fraudulent statements as to any matter within its jurisdiction.
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Name of Respondent This Report Is:

. Q)] An Original
NorthWestern Corporation @) A Resubmission

Date of Report
(Mo, Da, Yr)

12/31/2008

Year/Period of Report
End of 2008/Q4

LIST OF SCHEDULES (Electric Utility)

Enter in column (c) the terms "none,” "not applicable," or "NA," as appropriate, where no information or amounts have been reported for
certain pages. Omit pages where the respondents are "none," "not applicable," or "NA".

Line Title of Schedule Reference Remarks
No. Page No.
{a) (b) (c)
1| General Information 101
2 | Control Over Respondent 102 Not Applicable
3 | Corporations Controlled by Respondent 103
4 | Officers 104
5 | Directors 105
6 | Important Changes During the Year 108-109
7 | Comparative Balance Sheet 110-113
8 | Statement of Income for the Year 114-117
9 | Statement of Retained Earnings for the Year 118-119
10 | Statement of Cash Flows 120-121
11| Notes to Financial Statements 122-123
12| Statement of Accum Comp income, Comp Income, and Hedging Activities 122(3)(b)
13 | Summary of Utility Plant & Accumulated Provisions for Dep, Amort & Dep 200-201
14 | Nuclear Fue! Materials 202-203 Not Applicable
15 | Electric Plant in Service 204-207
16 | Electric Plant Leased to Others 213 Not Applicable
17 | Electric Plant Held for Future Use 214 Not Applicable
18 | Construction Work in Progress-Electric 216
19 | Accumulated Provision for Depreciation of Electric Utility Plant 219
20 | tnvestment of Subsidiary Companies 224-225
21 | Materials and Supplies 227
22 | Allowances 228-229
23 | Extraordinary Property Losses 230 Not Applicable
24 | Unrecovered Plant and Regulatory Study Costs 230 Not Applicable
25| Transmission Service and Generation Interconnection Study Costs 231 Not Applicable
26 | Other Regulatory Assets 232
27 | Miscellaneous Deferred Debits 233
28 | Accumulated Deferred Income Taxes 234
29 | Capital Stock 250-251
30 | Other Paid-in Capital 253
31 | Capital Stock Expense 254 Not Applicable
32 | Long-Term Debt 256-257
33 | Reconciliation of Reported Net Income with Taxable Inc for Fed Inc Tax 261
34 | Taxes Accrued, Prepaid and Charged During the Year 262-263
35| Accumulated Deferred Investment Tax Credits 266-267
36 | Other Deferred Credits 269

FERC FORM NO. 1 (ED. 12-96) Page 2




Name of Respondent . E:Ih)is Re| oArrt] |Cs)r iginal E')vaktf Igfa I'R$;r))ort Year/Period of Rzeo%osr}Q4
NorthWestern Corporation (2) [JA Resubmission 12/31/2008 Endof  ___———
LIST OF SCHEDULES (Electric Utility) (continued)
Enter in column (c) the terms "none," "not applicable,” or "NA," as appropriate, where no information or amounts have been reported for
certain pages. Omit pages where the respondents are "none," "not applicable,” or "NA".
Line Title of Schedule Reference Remarks
No. Page No. :
(a) (b) (c)
37 | Accumulated Deferred Income Taxes-Accelerated Amortization Property 272-273 Not Applicable
38 | Accumulated Deferred Income Taxes-Other Property 274-275
39 | Accumulated Deferred income Taxes-Other 276-277
40 | Other Regulatory Liabilities 278
41| Electric Operating Revenues 300-301
42 | Sales of Electricity by Rate Schedules 304
43 | Sales for Resale 310-311
44 | Electric Operation and Maintenance Expenses 320-323
45 | Purchased Power 326-327
46 | Transmission of Electricity for Others 328-330
47 | Transmission of Electricity by ISO/RTOs 331 Not Applicable
48 | Transmission of Electricity by Others ‘ 332
49 | Miscellaneous General Expenses-Electric 335
50 | Depreciation and Amortization of Electric Plant 336-337
51 | Regulatory Commission Expenses 350-351
52 | Research, Development and Demonstration Activities 352-353
53 | Distribution of Salaries and Wages 354-355
54 | Common Utility Plant and Expenses _ 356
55| Amounts included in ISQ/RTO Settiement Statements 397 Not Applicable
56 | Purchase and Sale of Ancillary Services 398
57 { Monthly Transmission System Peak Load 400
58 | Monthly ISO/RTO Transmission System Peak Load 400a Not Applicable
59 | Electric Energy Account 401
60 [ Monthly Peaks and Output 401
61 | Steam Electric Generating Plant Statistics 402-403
62 | Hydroelectric Generating Plant Statistics 406-407 Not Applicable
63 | Pumped Storage Generating Plant Statistics 408-409 Not Applicable
64 | Generating Plant Statistics Pages 410-411
65 | Transmission Line Statistics Pages 422-423
. 66| Transmission Lines Added During the Year 424-425 Not Applicable

FERC FORM NO. 1 (ED. 12-96) Page 3




Name of Respondent '(I'1r;is Rl‘ﬁ:g\rt I(ss inal (D’ﬁte Bf R$p)ort Year/Period of Report
. n Origina o, Da, Yr End of 2008/Q4
NorthWestern Corporation (2) [JA Resubmission 12/31/2008 —_

LIST OF SCHEDULES (Electric Utility) (continued)

Enter in column (c) the terms "none," "not applicable," or "NA," as appropriate, where no information or amounts have been reported for
certain pages. Omit pages where the respondents are "none," "not applicable,"” or "NA".

Line Title of Schedule Reference Remarks
No. Page No.
(a) (b) (c)
67 | Substations 426-427
68 | Footnote Data 450

Stockholders' Reports Check appropriate box:
[&'] Four copies will be submitted

D No annual report to stockhoiders is prepared
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Name of Respondent This Report Is: Date of Report Year/Period of Report
NorthWestern Corporation (1) X] An Original (Mo, Da, Yr)
(2) [0 A Resubmission 12/31/2008 End of 2008/Q4

GENERAL INFORMATION

1. Provide name and title of officer having custody of the general corporate books of account and address of
office where the general corporate books are kept, and address of office where any other corporate books of account
are kept, if different from that where the general corporate books are kept.

Kendall G. Kliewer, VP and Controller
3010 West 69th Street
Sioux Falls, South Dakota 57108

2. Provide the name of the State under the laws of which respondent is incorporated, and date of incorporation.
If incorporated under a special law, give reference to such law. If not incorporated, state that fact and give the type
of organization and the date organized.

Delaware

November 27, 1923

Amended and Restated as of October 15, 2004

3. If at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of
receiver or trustee, (b) date such receiver or trustee took possession, (c) the authority by which the receivership or
trusteeship was created, and (d) date when possession by receiver or trustee ceased.

4. State the classes or utility and other services furnished by respondent during the year in each State in which
the respondent operated.

Electric and Natural Gas Utility in Montana, South Dakota, and Wyoming (Yellowstone National Park)
Gas Utility in Nebraska

Propane in Montana

5. Have you engaged as the principal accountant to audit your financial statements an accountant who is not
the principal accountant for your previous year's certified financial statements?

(1) [ Yes...Enter the date when such independent accountant was initially engaged:

(2) X No

FERC FORM No.1 (ED. 12-87) PAGE 101




Name of Respondent ;I'Bis Re %n |(s) inal mte Bf Rsp)ort Year/Period of Report
) n QOrigina o, Da, Yr End of 2008/Q4
NorthWestern Corporation (2) [7]A Resubmission 12/31/2008 —
CORPORATIONS CONTROLLED BY RESPONDENT

1. Report below the names of all corparations, business trusts, and similar organizations, controlled directly or indirectly by respondent
at any time during the year. If control ceased prior to end of year, give particulars (details) in a footnote.

2. If control was by other means than a direct holding of voting rights, state in a footnote the manner in which control was held, naming
any intermediaries involved.

3. If control was held jointly with one or more other interests, state the fact in a footnote and name the other interests.

Definitions

1. See the Uniform System of Accounts for a definition of control.

2. Direct control is that which is exercised without interposition of an intermediary.

3. Indirect control is that which is exercised by the interposition of an intermediary which exercises direct cornitrol.

4. Joint control is that in which neither interest can effectively control or direct action without the consent of the other, as where the
voting control is equally divided between two holders, or each party holds a veto power over the other. Joint control may exist by
mutual agreement or understanding between two or more parties who together have control within the meaning of the definition of
control in the Uniform System of Accounts, regardless of the relative voting rights of each party.

Line Name of Company Controlled Kind of Business Percent Voting Footnote
No. Stock Owned Ref.
(a ) () (d)
1| Direct Subsidiaries:
2| Canadian-Montana Pipeline Corporation Natural gas pipeline 100
3| Clarkfork and Blackfoot, LLC Milltown hydro facility 100
4| MPC Natural Gas Funding Trust Special purpose entity 100
5|  NorthWestern Investments, LLC Holds non-utility assets 100
6| NorthWestern Services, LLC Non-regulated natural gas mkt 100
7| Risk Partners Assurance, Ltd. Captive insurance company 100
8| Colstrip Unit 4 79 MW Trust Owner participant interest 100
91 Colstrip Unit 4 143 MW Trust Owner participant interest 100
10
11 [ Indirect Subsidiaries:
12| Colstrip Lease Holdings, LLC Owner participant interest 100
13| Montana Generation, LLC Non-regulated energy mktg 100
14| Blue Dot Services, LLC Former HVAC services 100
15| Blue Dot Capital, LLC Former HVAC services 100
16 [ Mountain States Transmission Intertie, LL.C Transmission 100
17
18
19
20
21
22
23
24
25
26
27
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