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our transmission developmentsour transmission developments……

Line already exists – represents an 
upgrade

»

 

Upgrades substation capacity
»

 

Increases load capacity of existing line

NorthWestern announced partnership 
with others

»

 

Portland General
»

 

Puget Sound Energy
»

 

Pacificorp
»

 

Avista

Needed to relieve congestion to the West
Market interest is increasing for 
Montana’s high quality wind profile
Cost estimate of our portion of 500 kV 
upgrade = $50M $50M -- $75M$75M

»

 

Anticipated ownership interest of 30% on upgrade

In service date of January 1, 2012.In service date of January 1, 2012.

Colstrip 500 kV UpgradeColstrip 500 kV UpgradeColstrip 500 kV Upgrade
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transmission project developmentstransmission project developments……

In service date of January 1, 2014.In service date of January 1, 2014.

230 kV “Collector System”230 kV 230 kV ““Collector SystemCollector System””

Our project with no partners
Open Season early ‘09 to 
determine configuration
Needed to collect the potential 
renewables in Montana
Cost estimate of “collector”
project = $200M
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transmission project developments conttransmission project developments cont’’dd……

Developing a request for FERC declaratory 
order on incentive rate principles
Beginning an updated Open Season for 
long term contracts to be completed by 
early 2009
Continuing the public outreach process
Expect to complete the WECC path rating 
process Q1 ‘09
Expect to publish an Environmental Impact 
Statement in early ‘10
Construction begins after environmental 
review
Considering strategic partnering

Estimated to be on line early 2014.Estimated to be on line early 2014.

MSTIMSTIMSTI
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cap ex spending cap ex spending ––
 

next few yearsnext few years……

Includes more than $1 billion of potential generation 
and transmission growth projects.

Non-discretionary cap 
ex is funded 100% by 

free cash flow. 

Non-discretionary cap 
ex is funded 100% by 

free cash flow.

Don’t anticipate needing 
equity unless we proceed 

with MSTI. 

Don’t anticipate needing 
equity unless we proceed 

with MSTI.

We will move forward with 
the funding of these projects 

only when they make 
economic sense. 

We will move forward with 
the funding of these projects 

only when they make 
economic sense.

MSTI project is now slated for 
2014 and cap exp has been 

modified accordingly. 

MSTI project is now slated for 
2014 and cap exp has been 

modified accordingly.
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growth project potentialgrowth project potential……

Possibility to double and diversify earnings as compared with our 
existing $1.5 billion rate base as of 1/1/09. 

Possibility to double and diversify earnings as compared with our 
existing $1.5 billion rate base as of 1/1/09.

(in millions) Timing

Mill Creek Generator 10.0$    to 11.3$ 200$   to 225$   Jan 2011

Colstrip 500 kV transmission upgrade** 2.5$      to 3.0$   50$     to 60$     Jan 2012

South Dakota Peaking generation 3.8$      to 4.5$   75$     to 90$     Jan 2013

230 kV Wind Collector system 7.5$      to 10.0$ 150$   to 200$   Jan 2014

MSTI transmission line (500 kV scenario) 37.5$    to 50.0$ 750$   to 1,000$ Jan 2014

Totals 61.3$    to 78.8$ 1,225$ to 1,575$

*  For illustrative purposes = Cost of project times 50% equity ratio times estimated ROE of 10%.

**  Assumes a 25% ownership of the $200 million project.

Cost of Project
Annual Earnings 

Opportunity  *



Brian BirdBrian Bird

Chief Financial OfficerChief Financial Officer
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2008 guidance2008 guidance……

Increased guidance after third quarter resultsIncreased guidance after third quarter results
»»

 

Increased from $1.60 to $1.75 per fully diluted shareIncreased from $1.60 to $1.75 per fully diluted share
»»

 

Includes an increase in pension expense Includes an increase in pension expense 

Increase due to Increase due to ––
»»

 

Share buybackShare buyback
»»

 

Lower legal costs (insurance recoveries)Lower legal costs (insurance recoveries)
»»

 

Better pricing at Colstrip Unit 4Better pricing at Colstrip Unit 4

UpdatesUpdates
»»

 

Accounting order on the pension expense was accepted by Accounting order on the pension expense was accepted by 
MPSC on December 9, 2008MPSC on December 9, 2008

»»

 

Heating degree days were unfavorable by about 20% in Heating degree days were unfavorable by about 20% in 
NovemberNovember

2008 = 2007 plus rate increases .2008 = 2007 plus rate increases .

$1.65 to $1.80 per fully diluted share
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base earnings of company since base earnings of company since ’’0505……

Earnings 
profile is 

improving. 

Earnings 
profile is 

improving.

2005 2006 2007 2008 P

GAAP earnings per share 1.73$       1.06$       1.45$       $1.65 - $1.80

Adjustments:

Weather (0.01)$      (0.05)$      0.01$       (0.03)$            
Nat Gas recovery on prior disallowance (0.08)$      -$         -$        -$               
PPL settlement received (0.12)$      -$         -$        -$               
Sold SO2 credits (0.08)$      -$         -$        -$               
Ammondson verdict -$         0.33$       -$        -$               
M&A and legal costs, net of insurance recover -$         0.28$       0.06$       0.03$             
Hedge (gains)/losses -$         (0.07)$      -$        -$               
One time gain on MGP settlements -$         -$         (0.21)$      -$               
One time gain on property tax settlement -$         -$         -$        (0.03)$            

Ongoing earnings per share 1.44$       1.54$       1.31$       $1.62 - $1.77

$0.00
$0.20
$0.40
$0.60
$0.80
$1.00
$1.20
$1.40
$1.60
$1.80
$2.00

2005 2006 2007 2008 P

CAGR = 5.44%
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potential impact of CU4 in rate base in potential impact of CU4 in rate base in ‘‘0909……

Existing contracts offset rate payers’ revenue 
requirement by just under 50%. 

Existing contracts offset rate payers’ revenue 
requirement by just under 50%.

Colstrip Unit 4 Rate Base Approved ** $407.0 million
Equity ratio 50%
Authorized ROE 10%

Potential annual earnings of our interest of CU4 $20.4 million

Earnings of unregulated electric in '07 $10.3 *

Potential accretive annual earnings of rate basing CU4 $10.1 million
'09 shares outstanding - Fully Diluted 36.4 million

Potential accretive impact on EPS $0.28 per share
---------------------------------------------------------------------------------------------------------------------------

* Approximates the projected '08 income for unregulated electric.

** The Montana Consumer Council has filed for a motion for the MPSC to reconsider
the 11-13-09 final order.
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impact of accounting order on pension expenseimpact of accounting order on pension expense……

The accounting order allows us to align our expenses with our 
anticipated recovery of the increased pension costs. 

The accounting order allows us to align our expenses with our 
anticipated recovery of the increased pension costs.

The projections for the accounting order are 
estimates only.  Actual results may differ. 

The projections for the accounting order are 
estimates only.  Actual results may differ.

2005 2006 2007 2008 2009 2010 2011 2012 Total
New MPSC Accounting Order:

* * * * *
Total pension expense 18.84$   21.95$   21.95$   30.59$      30.59$    30.59$    30.59$    30.59$    215.69$  

Payments to be made to MT Pension by year 31.20$   15.75$   22.00$   32.74$      36.00$    35.00$    22.00$    21.00$    215.69$  

Total Company

Expense - MT 30.59$      30.59$    30.59$    30.59$    30.59$    152.95$  
Expense - SD 0.71$       1.27$     1.27$     1.27$     1.27$     5.77$     

Total Company Pension Expense 31.30$      31.86$    31.86$    31.86$    31.86$    158.72$  

Payments - MT 32.74$     36.00$   35.00$    22.00$    21.00$    146.74$  
Payments - SD 0.19$       7.00$     5.20$     3.30$     3.20$     18.89$    

Total Company Pension Payments 32.93$      43.00$    40.20$    25.30$    24.20$    165.63$  

*  See 8-k dated 11-14-08.
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free cash flowfree cash flow……

Existing core business is self sustaining.Existing core business is self sustaining.

Free cash flow and balance sheet capacity was primarily used in 
2008 to buy back $78 million in company stock
Company possesses sufficient free cash flow and balance sheet 
capacity to debt finance the expected growth cap ex for 2009

»

 

We estimate our debt to cap ratio to be approximately 54% at the end of 2009 
after funding Mill Creek and additional pension payment

(in 000's) Proj 2008

Cash flow from operations (1) 200,000

Maintenance Cap Ex -105,000
Dividends -50,000

Free Cash Flow 45,000

(1) Includes additional pension payments of approximately $11 million for Montana during 2008
and excludes working capital.
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strong balance sheetstrong balance sheet……

Plan to maintain a 50%-55% debt to total capitalization ratio.Plan to maintain a 50%-55% debt to total capitalization ratio.

Unaudited (Dollars in 000's) September 30
2008 2007

Cash 8,575 12,773
Restricted Cash 16,166 14,482
Accounts Receivable, Net 108,540 143,482
Inventories 90,896 63,586
Other Current Assets 54,077 44,031
Goodwill 355,128 355,128
PP&E and Other Non-current Assets 1,960,432 1,913,898

Total Assets 2,593,814$        2,547,380$        

Payables 72,340 91,588
Other Current Liabilities 275,152 209,245
Long & Short Term Capital Leases 38,335 40,391
Long & Short Term Debt 825,365 805,977
Other Non-current Liabilities 628,393 577,155

Shareholders' Equity 754,229 823,024
Total Liabilities and Equity 2,593,814$        2,547,380$        

Long and Short Term Debt / Total Capitalization 52.3% 49.5%
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net operating loss balancenet operating loss balance……

Recent order from MPSC indicated that $161 million 
of tax NOL belongs to Company. 

Recent order from MPSC indicated that $161 million 
of tax NOL belongs to Company.

The NOL should shield taxes 
until early 2012
The Company potentially 
has a large tax payment 
sometime after 2012 equal 
to the reserved amount
The tax analysis assumes no 
further Congress stimulus 
programs post 2008

in 000's

Projected '08 Income before taxes 100,000 110,000

Adjustment for 'bonus' depr. -45,000 -45,000
Impact of goodwill amortization -22,000 -22,000
Other -11,000 -11,000

'08 Projected taxable income 22,000$    32,000$  

2007 NOL Balance 346,000 346,000
'08 projected taxable income -22,000 -32,000

Projected '08 NOL Balance 324,000 314,000

Unreserved Reserved
tax rate 37%

Estimated ave. cash shield 118,030 118,030
2007 10-k FIN 48 reserve -111,124

Net estimated cash shield 118,030 6,906

Range
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liquidity highlightsliquidity highlights……

Total liquidity currently in the $120 million rangeTotal liquidity currently in the $120 million range
No collateral currently posted to commodity suppliersNo collateral currently posted to commodity suppliers
Commodity supplier open credit lines of $311 million or Commodity supplier open credit lines of $311 million or 
362% of 60362% of 60--day commodity costday commodity cost
Debt maturities in late 2009Debt maturities in late 2009
»»

 

Unsecured revolver matures on Nov. 1, 2009Unsecured revolver matures on Nov. 1, 2009
♦♦

 

Current balance is $60 millionCurrent balance is $60 million
♦♦

 

Letters of credit balance is approximately $17 millionLetters of credit balance is approximately $17 million
♦♦

 

Current rate is LIBOR + .75%Current rate is LIBOR + .75%
»»

 

The $100 million nonThe $100 million non--recourse loan to purchase our interest in recourse loan to purchase our interest in 
Colstrip Unit 4 matures on Dec. 28, 2009Colstrip Unit 4 matures on Dec. 28, 2009
♦♦

 

Will be refinanced or extended in late 2009Will be refinanced or extended in late 2009
♦♦

 

Current rate is LIBOR + 1.25%Current rate is LIBOR + 1.25%

Liquidity position remains strong

More than 75% of the long-term debt matures after 2009 
(most of that is due in 2014 or after) 

More than 75% of the long-term debt matures after 2009 
(most of that is due in 2014 or after)
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credit ratingscredit ratings……

Fitch S&P Moody’s

Senior Secured Rating BBB A- (MT) Baa2 
BBB+ (SD) 

Senior Unsecured BBB- BBB Baa3

Corporate Rating BBB- BBB N/A

Outlook Positive         Stable Positive

Colstrip Unit 4 regulatory ruling is expected to be ratings positive.Colstrip Unit 4 regulatory ruling is expected to be ratings positive.
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NorthWestern = valueNorthWestern = value……

ValueValue
»»

 

Dividend yield of about 6.2%Dividend yield of about 6.2%
»»

 

Currently trading at just below 1.0 x book valueCurrently trading at just below 1.0 x book value

Opportunity for growthOpportunity for growth
»»

 

January 1, 2009 rate basing our 222 MW interest in CU4January 1, 2009 rate basing our 222 MW interest in CU4
»»

 

Possibility of increasing rate base on growth projects with Possibility of increasing rate base on growth projects with 
investment in excess of $1 billioninvestment in excess of $1 billion
♦♦

 

Potential additional annual earnings of more than $60 million poPotential additional annual earnings of more than $60 million post 2014st 2014
»»

 

Strong balance sheet/credit ratingsStrong balance sheet/credit ratings
♦♦

 

Free cash flow supports the existing businessFree cash flow supports the existing business
♦♦

 

S&P recently upgraded NorthWestern debtS&P recently upgraded NorthWestern debt
♦♦

 

All unsecured debt is now investment grade with MoodyAll unsecured debt is now investment grade with Moody’’s, S&P s, S&P 
and Fitchand Fitch

Current value with growth opportunities.Current value with growth opportunities.
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summarysummary……

Objectives achieved 
related to focus on 

core business

Strong balance sheetStrong balance sheet
No equity required for existing core businessNo equity required for existing core business
Modest debt maturities in short termModest debt maturities in short term
Investment grade rated debt Investment grade rated debt 
Increasing regulatory clarityIncreasing regulatory clarity

Solid foundation

Growth prospects 

Unique geographic location to expand electric Unique geographic location to expand electric 
and natural gas infrastructureand natural gas infrastructure
Increasing need to move energy through our Increasing need to move energy through our 
service areaservice area
Identified projects provide opportunity to nearly Identified projects provide opportunity to nearly 
double rate base and earningsdouble rate base and earnings

2009 earnings will be entirely from regulated business2009 earnings will be entirely from regulated business
Recent rate relief received in all jurisdictionsRecent rate relief received in all jurisdictions
Outstanding bankruptcy litigation nearly completedOutstanding bankruptcy litigation nearly completed




