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Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

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

CONTRACT LENGTH: The Utility shall purchase electrical energy for a term of not less than one month
and not more than 20 years.

ENERGY RATE: For QFs in the Utility’s Balancing Authority Area, the locational marginal price at the
assigned CAISO pricing node specified for the fifteen-minute market. Ifthe locational marginal price node
becomes unavailable, the next closest electrically connected node will be used in place of the affected
location.

For QFs outside of the Utility’s Balancing Authority Area, fifteen-minute market pricing for the default
generation aggregation point (DGAP) for NorthWestern’s BAA, as determined by CAISO.

CAPACITY RATE:

Wind: $4.37/kWx~p-month

Solar: $2.85/kWyp-month
Hydro/Other: $11.20/kWxp-month
(NP is Nameplate)

PAYMENTS: The Seller will be compensated monthly.

Energy Payment Calculation: Actual average generation for each 15-minute interval of each hour
multiplied by the Energy Rate.

Capacity Payment Calculation: Capacity Rate specific to the resource type multiplied by the nameplate
capacity.
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Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

SPECIAL TERMS AND CONDITIONS:

1.) Definitions:

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

B. “Ancillary Services” means those services that are necessary to support the transmission of
capacity and energy for resources to loads while maintaining reliable operation of the
Transmission Providers” Transmission System in accordance with Good Utility Practice. Under
NorthWestern’s Open Access Transmission Tariff (“OATT™), four ancillary services apply to
this tariff:

Schedule 3, Regulation and Frequency Response Service;

Schedule 5, Operating Reserve — Spinning Reserve Service;
Schedule 6, Operating Reserve — Supplemental Reserve Service; and
Schedule 11, Flex Reserve Service (applies only to wind generators).

C. “CAISO” means California Independent System Operator.
D. “Commission” means the Montana Public Service Commission.

E. “Environmental Attributes” means any and all credits, credit certificates, rights, powers,
privileges, or similar items such as those for greenhouse gas reduction, green certificates, or the
generation of green power or renewable energy, or for satisfying renewable portfolio standards
or similar renewal energy mandates, or offsets of emissions of greenhouse gases, in each case
created by any governmental agency and/or independent certification board or group generally
recognized in the electric power generation industry, and generated by or associated with the
Qualifying Facility and the production of energy, test energy, and capacity. The term
“Environmental Attributes” does not include any federal, state, or local incentive or production
or investment tax attributes or other non-environmental benefits.
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Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

F. “Good Utility Practice” means any of the practices, methods, and acts engaged in or approved by
a significant portion of the electric utility industry during the relevant time period, or any of the
practices, methods, and acts which, in the exercise of reasonable judgment in light of the facts
known at the time the decision was made, could have been expected to accomplish the desired
result at a reasonable cost consistent with good business practices, reliability, safety and
expedition. Good Utility Practice is not intended to be limited to the optimum practice, method,
or act to the exclusion of all others, but rather to be acceptable practices, methods, or acts
generally accepted in the region, including those practices required by Federal Power Act section
215(a)(4).

G. “Network Upgrades” means additions, modifications, and upgrades to the Transmission
Provider’s transmission system required at or beyond the point at which the Qualifying Facility
interconnects with the transmission system to accommodate the interconnection with the
Qualifying Facility to the Transmission Provider’s transmission system. Network Upgrades do
not include Distribution Upgrades. Network Upgrades include interconnection Network
Upgrades and transmission service Network Upgrades.

H. “New Transmission Capacity Network Upgrades” means Network Upgrades that create new
transmission capacity on the Transmission Provider’s Transmission System.

I. “Other QF” means QF facilities other than hydroelectric-, wind-, or solar-powered resources.

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

a. Operates a QF; and

b. Has entered into an Agreement(s) with the Utility stipulating the terms and conditions
of the interconnection and separately the sale of electric power to the Utility.

K. “Transmission Provider” means the public utility (or its designated agent) that owns, controls, or
operates facilities used for the transmission of electric energy in interstate commerce and

provides transmission service.

L. “Transmission System” means the facilities owned, controlled, or operated by the Transmission
Provider that are used to provide transmission service.

M. “Utility”” means NorthWestern Energy.
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Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

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

Disposition of Environmental Attributes: Unless otherwise mutually agreed by the Utility and Seller,
the Seller retains all right, title, and interest in the Environmental Attributes.

Ancillary Services: Seller must contractually agree to the provision of ancillary services for the term
of the Agreement and may either self-supply these services under terms acceptable to NorthWestern or
pay the Utility for these services according to NorthWestern’s Open Access Transmission Tariff
(“OATT™). Seller is responsible for the cost of Ancillary Services for the QF provided in accordance
with the OATT less the cost of Ancillary Services for a non-variable energy resource scaled for the
QF’s avoided capacity, and this total value will be deducted from payments to Seller as an offset to the
Avoided Energy and Capacity Rate. Payment to the Utility for selection of service through the OATT
will result in a deduction from the total monthly payment made to the QF to reflect the provision of
ancillary services.

Metering: Sellers are required to install interval metering capability to support the fifteen-minute
schedule.

Network Upgrades: The Seller must pay for Network Upgrade costs, including both generator
interconnection and transmission service, according to the proportionality method stated below. Seller
represents and warrants that Seller will not seek reimbursement from NorthWestern or the Transmission
Provider for Network Upgrades.

Proportionality Method

New Transmission Capacity Network Upgrades. The cost and expense associated with any New
Transmission Capacity Network Upgrades will be allocated to the Seller and NorthWestern
respectively based on the following ratio:

Total QF requested output consistent with the QF’s Generator
Interconnection Agreement/total transmission capacity created by the
New Transmission Capacity Network Upgrade = Allocation Ratio
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Schedule No. QF-1

QUALIFYING FACILITY POWER PURCHASE

The Allocation Ratio is multiplied by the cost of the New Transmission Capacity Network
Upgrade to determine the QF’s cost allocation of the New Transmission Capacity Network
Upgrade (Allocation Ratio x Cost of New Transmission Capacity Network Upgrade = QF’s Cost
Allocation).

7.) The Seller must apply for interconnection and enter into the applicable generation interconnection
agreement with the Transmission Provider, in addition to entering into an Agreement under the terms
of this tariff.

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