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August 26, 2010

Ms. Patricia Van Gerpen

Executive Director

South Dakota Public Utilities Commission
State Capitol Building

500 East Capitol

Pierre, SD 57501-5070

Re: Gas Transportation Tariff Change - Fuel Retention Percentage
Dear Ms. Van Gerpen:

Enclosed is 15" Revised Sheet No. 6.2 of Section No. 5 of NorthWestern’s filed Natural Gas Tariff,
This filing is made to comply with the fuel retention provisions of Paragraph 7 of the Gas
Transportation Tariff General Terms and Conditions. Those provisions call for the retention
percentage for the Company’s South Dakota distribution system to be adjusted annually, to be
effective October 1, based on the actual percentage incurred by the Company for the prior 12 month
period ending July 31.

The new fuel retention percentage proposed to be effective October 1, 2010 is 2.25%. This is an
increase of 0.20% from the currently effective retention percentage of 2.05%. The retention
percentages effective October 1, 2007 and 2008 were 0.30% and 1.89%, respectively. Exhibit A,
attached, shows the computation of the actual percentage incurred by the Company for the tweive
month period ending July 31, 2010.

In this filing NorthWestern is proposing a separate fuel rate for large volume customers with daily
average therm use of greater than 30,000. The customers that fit this criteria are primarily direct
connect customers whose gas systems are not subject to the normal losses of a distribution system.
There is currently one customer that would utilize this rate. As additional customers confract with
deviations expire, they will be charged based on this fuel rate as opposed to the normal distribution
fuel rate.

The proposed retention percentage is requested to be approved with an effective October 1, 2010.

Sincerely,

Jeff J. Decker
enclosure
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SOUTH DAKOTA GAS RATE SCHEDULE

NORTHWESTERN ENERGY Section No. 5
HURON 15" Revised Sheet No. 6.2
SOUTH DAKOTA Canceling___14™ Revised Sheet No, 6.2

CLASS OF SERVICE: Gas Transportation Tariffs
RATE DESIGNATION: General Terms and Conditions

(Con’t)

6. Liability:

(a) General - Gas shall be and shall remain the property of the Customer while
being transported and delivered by the Company. The Company shall not
be liable to the Customer for any loss arising from or out of Gas
Transportation Service while in the Company's system or for any other
cause, except for gross or willful negligence of the Company's own
employees. The Company reserves the right to commingle gas of the
Customer with other gas supplies including propane and liquefied natural
gas.

(b) Insurance - The Customer shall be responsible for determining the extent of
and maintaining all insurance it deems necessary to protect its property
interest in such gas before, during, and after receipt by the Company.

7. Retention: A Customer or Group Customer, if applicable, shall have the option
to choose one of the following methods to apply retention:

Option One (Indexed Based): The value of retention shall be determined by multiplying 1) the
monthly average price plus applicable interstate pipeline transportation charges as reported in the
BTU's Daily Gas Wire Index for each pipeline (NNG: MidConiinent Pooling Point) times ii) the
Retention percentage times iii) the Deliveries. This vaiue shall be billed monthly. This billing
shall represent compensation for Lost and Unaccounted for Gas. The Retention percentage for the
Company's South Dakota distribution customers is 2.25% and 0.52% for large volume customers
with 30,000 therms daily average based on a 365 day year. The percentages will be adjusted
annually, to be effective October 1, based on the actual percentage incurted by the Company for
the prior 12 month period ending July 31. Retention amounts collected under this option will be
credited to expense in PGA true-up filings. If the Customer, or Group Customer, does not select
one of the options presented in this retention section, retention shall be calculated as stated in this
paragraph.

Option Two (Inkind): The Customer, or Group Customer, if applicable, upon written request, may
detiver retention quantities inkind. The request shall include the Customer’s account number and
the meter number of which inkind retention is being requested and shall be delivered to the
Company’s representative. Upon the Company’s acknowledgment of the receipt of the request,
the Customer shall be allowed to deliver retention volumes inkind. The Customer shall have the
option to have the quantity of transportation gas received from the transporting pipeline reduced,
upon delivery to the Customer, by a fixed percentage as set forth above , which shall represent
compensation for Company-tsed Gas and Lost and Unaccounted For Gas. Where fiel
reimbursement is inkind, the standard fuel calculation mechanism, as this is related to the
nominating process, should be (1-(fuel %/100)) multiplied by receipt quantity = delivery quantity.

Date Filed: August 26, 2010 Effective Date;__October 1, 2010

Jeffrey Decker
Issued By: Regulatory Specialist
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SOUTH DAKOTA GAS RATE SCHEDULE

NORTHWESTERN ENERGY ' Section No. 5
HURON - 15" Revised Sheet No. 6.2
SOUTH DAKOTA Canceling___14" Revised Sheet No. 6.2

CILASS OF SERVICE: Gas Transportation Tariffs
RATE DESIGNATION: General Terms and Conditions
(Con’¢)

6. Liability:

(a) General - Gas shall be and shall remain the property of the Customer while
being transported and delivered by the Company. The Company shall not
be liable to the Customer for any loss arising from or out of Gas
Transportation Service while in the Company's system or for any other
cause, except for gross or willful negligence of the Company's own
employees. The Company reserves the right to commingle gas of the
Customer with other gas supplies including propane and liquefied natural
gas.

(b) Insurance - The Customer shall be responsible for determining the extent of
and maintaining all insurance it deems necessary to protect its property
interest in such gas before, during, and after receipt by the Company.

7. Retention: A Customer or Group Customer, if applicable, shall have the option
to choose one of the following methods to apply retention:

Option One (Indexed Based): The value of retention shall be determined by multiplying i) the
monthly average price plus applicable interstate pipeline transportation charges as reported in the
BTU's Daily Gas Wire Index for each pipeline (NNG: MidContinent Pooling Point) times ii) the
Retention percentage times iii) the Deliveries. This value shall be billed monthly. This billing
shall represent compensation for Lost and Unaccounted for Gas. The Retention percentage for the
Company's South Dakota distribution system-customers is-2:05 2.25% and 0.52% for large volume
customers with 30,000 therms daily average based on a 365 day year. and-The percentages will be
adjusted annually, to be effective October 1, based on the actual percentage incurred by the
Company for the prior 12 month peried ending July 31. Retention amounts collected under this
option will be credited to expense in PGA true-up filings. If the Customer, or Group Customer,
does not select one of the options presented in this retention section, retention shall be calculated
as stated in this paragraph.

Option Two (fnkind): The Customer, or Group Customer, if applicable, upon written request, may
deliver retention quantities inkind. The request shall include the Customer’s account number and
the meter number of which inkind retention is being requested and shall be delivered to the
Company’s representative. Upon the Company’s acknowledgment of the receipt of the request,
the Customer shall be allowed to deliver refention volumes inkind. The Customer shall have the
option to have the quantity of transportation gas received from the transporting pipeline reduced,
upon delivery to the Customer, by a fixed percentage as set forth above of 2:05%-(to-be-adjusted
as-set-forth-above), which shall represent compensation for Company-Used Gas and Lost and
Unaccounted For Gas. Where fuel reimbursement is inkind, the standard fuel calculation
mechanism, as this is related to the nominating process, should be (1-(fuel %/100)) multiplied by
receipt quantity = delivery quantity.

Date Filed: August 26, 2010 . Effective Date:_ October 1, 2010

Jeffrey Decker
Issued By: Regulatory Specialist
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