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Section 17 Examples; Unit 3 Retirement
Proposals & Unit 4 Budget Proposal



Submission to Operator of a Proposal to Retire Unit 3 -
Requires two Project Committee Members (not the
operator) — 0&0 Agreement Section 17(f)(i).

Does the proposal
meet the
requirements
contained in Section
19 of the 0&O
Agreement?

Does the Operator
Support the
Proposal? —

Section 17(f)?

No

Proposal
Supported by Two
Project Committee

Members? —
Section 17(f)?

No

Yes

Vote on Proposal — Proposal approval requires 55% share
majority. — Section 17(f)

Project Shares in the Affirmative at this point:

e Avista=15%

e PAC =10%

* Talen (VSA, shared vote with Northwestern (Operator
vote)) = 30%

Total Project Shares in the Affirmative = 55%

Proposal
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Hypothetical Voting Scenario No. 1; Unit 3
Retirement Proposal

In this example, Avista &
PAC make the proposal

Do repair costs
exceed 20% of the
depreciated value of
the Project?

See separate
process defined
in Section 19

Assumptions
e PSE Estimate of the current 20% depreciated value of Units
3 &4 @ $50.8 million.
Section 19 process’ reference to “Project “is the same as
the definition in VSA,; Article 1, which is to the entire plant
and not a Unit.

See separate
process defined o
in Section 19

Dead

Proposal

Dead

No

Proposal

Dead

Does the proposal
have 55% of the
Project Shares for
Approval? 0&0
Section 17(f)

Have all the Project
Committee Members
cast their vote
shares?

Proposal

Yes

Approved

See separate
Vote Sharing
Process

Remaining Project Committee Members vote their
respective Project Shares on the proposal
PGE = 20%
PSE =25% (VSA, shared vote with Northwestern &
Talen)

Does the proposal
have 55% of the
Project Shares for
Approval? 0&0
Section 17(f)

Have all the Project
Committee Members
cast their vote
shares?

Assumptions:

separate vote sharing agreement; VSA,; and
e Section 19 Process is not invoked.

e Talen casts the shared Talen/Northwestern vote under their

es

Proposal
Approved




Submission to Operator of a Proposal to Retire Unit 3 -
Requires two Project Committee Members (not the
operator) — 0&0 Agreement Section 17(f)(i).

Does the proposal
meet the
requirements
contained in Section
19 of the 0&O
Agreement?

Does the Operator
Support the Proposal
Proposal? — Dead
Section 17(f)

Proposal
Supported by Two
Project Committee

Members? —
Section 17(f)

Dead

Yes

Vote on Proposal — Proposal approval requires 55% share
majority. — Section 17(f)

Project Shares in the Affirmative at this point:

Avista = 15%

PSE = 25% (VSA, shared vote with Northwestern &
Talen)

Talen ((VSA, shared vote with Northwestern
(Operator vote)) = 30%

Total Project Shares in the Affirmative = 70%

Assumptions:
¢ Talen casts the shared Talen/Northwestern vote
under their separate vote sharing agreement, VSA,;
and
e Section 19 Process is not invoked.

Proposal

In this example, PSE &
Avista make the proposal

Do repair costs
exceed 20% of the
depreciated value of
the Project?

See process
defined in
Section 19

See Vote
Sharing
Process

Does the proposal
have 55% of the
Project Shares for
Approval? 0&0
Section 17(f)

es

Proposal

Approved

See process

defined in
Section 19

Assumptions
¢ PSE Estimate of the current 20% depreciated value
of Units 3 & 4 @ $50.8 million.
e Section 19 process’ reference to “Project “ is the
same as the definition in VSA,, Article 1 which is to
the entire plant and not a Unit.

Proposal
Dead

No

Does the proposal
have 55% of the
Project Shares for
Approval? 0&0
Section 17(f)

Proposal Yes

Approved

Have all the Project
Committee Members
cast their vote
shares?
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Hypothetical Voting Scenario No. 1; Unit 3

Retirement Proposal

Have all the Project
Committee Members
cast their vote
shares?

Remaining Project Committee Members vote their
respective Project Shares on the proposal
PGE = 20%
PAC =10%




Per Section 10, the

Operator submits a

budget proposal by
September 1.

Submission by Operator of a Unit 4 Budget Proposal -

0&O0 Agreement Section 10.

Does the proposal

meet the Do repair costs

requirements exceed 20% of the

contained in Section depreciated value of
19 of the 0&O the Project?

Agreement?

See process

defined in
Does the Operator Section 19

Support the Proposal
Proposal? — Dead
Section 17(f)

Proposal
Supported by Two
Project Committee No
Members? —
Section 17(f)

Proposal

Dead

Yes

Vote on Proposal — Proposal approval requires 55% share
majority. — Section 17(f)
See Vote

3 3 3 2 3 3 Sharing Process
Project Shares in the Affirmative at this point:

See process
defined in
Section 19
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Hypothetical Voting Scenario No. 2; Unit 4

Assumptions

e PSE Estimate of the current 20% depreciated value
of Units 3 & 4 @ $50.8 million.
* Section 19 process’ reference to “Project “ is the
same as the definition in Section 1 which is to the
entire plant and not a Unit.

Proposal

Approved

PGE = 20% Does the proposal
Northwestern/Talen =25% (VSA, shared vote with have 55% of the

PSE, Northwestern & Talen) Project Shares for
Northwestern (VSA, shared vote with (Operator Approval? 0&0
vote)) = 30% Section 17(f)

Total Project Shares in the Affirmative = 75%

Assumptions:
*  Northwestern casts the shared Talen/Northwestern vote under their separate
vote sharing agreement, VSA,;

es

Proposal

e Inorder for a Unit 4 budget to pass, it needs the support of Avista, PAC or PGE Approved
(two Committee Member requirement); and
¢ Section 19 Process is not invoked.

Proposal
Dead

No

Does the proposal
have 55% of the
Project Shares for
Approval? 0&0
Section 17(f)

Have all the Project
Committee Members

cast their vote
shares?

Budget Proposal

Have all the Project
Committee Members
cast their vote
shares?

Remaining Project Committee Members vote their
respective Project Shares on the proposal
Avista = 15%
PAC = 10%




Section 19 Example
Hypothetical Voting Scenario No. 1; Unit 3
Retirement Proposal



Submission to Operator of a Proposal to Retire Unit 3 -
Requires two Project Committee Members (not the
operator) — O&0 Agreement Section 17(f)(i).

Does the proposal
meet the
requirements
contained in Section
19 of the 0&0
Agreement?

No

See process defined in
Section 17

Operator (Talen) prepares a budget to effectuate
repairs to the Project — Assumes approval of the repair
budget requires 55% share majority and support of two

Project Committee Members — Section 17(f)

Vote on Talen Repair Budget — Proposal approval
requires 55% share majority. — Section 17(f)

Project Shares in the Affirmative at this point:

PGE = 20%

PSE = 25% (shared vote with PSE, Northwestern &
Talen)

Talen (shared vote with Northwestern (Operator
vote)) = 30%

Total Project Shares in the Affirmative = 75%

Assumptions Exh. DCG-6
*  PSE Estimate of the current 20% depreciated value of Units 3 & 4 @ $50.8 million. Docket UE-200115
e Section 19(c) states that the depreciated value of the Project is based on the “Original Cost of Construction”, less AFUDC,
plus additions and less retirements, depreciated on a straight-line basis over 35 years.” Page 6 of 21
e Section 19 process’ reference to “Project “ is the same as the definition in Section 1 which is to the entire plant and not a
Unit.

In this example, Avista &
PAC make the proposal

Hypothetical Voting Scenario No. 1; Unit

exceed 20% of the
e prjedts 3 Retirement Proposal
Section 19 Process (Page 1 of 2)

Do the Owners Project Ends as

unanimously agree specified in
to end the Project? Section 31

Talen Repair

Budget
Dead

No

Does the Talen

m Repair Proposal Have all the Project
Talen Repair
Bud P have 55% of the . Committee Members
udget Project Shares for cast their vote

See \;ote Sharing Approved Approval? 0&0 shares?
rocess Section 17(f)

Does the Talen W ] ] ]
Repair Proposal Have all the Project Remaining Project Committee Members vote their

have 55% of the Committee Members respective Project Shares on the Talen Repair Proposal
Project Shares for cast their vote ) e Avista=15%
Approval? 0&0 shares? e PAC=10%

Assumptions:

*  Talen casts the shared Talen/Northwestern
vote under their separate vote sharing
agreement, VSA,;

. PSE casts the shared vote between Talen, PSE
and Northwestern, VSA,; and

¢ Inorder for Talen’s Repair Proposal to pass, it

needs the support of either Avista, PAC or PGE.

Section 17(f)

es

Talen Repair
Budget
Approved




Assumptions

In this example, Avista &
PAC make the proposal

Submission to Operator of a Proposal to Retire Unit 3 -
Requires two Project Committee Members (not the
operator) — O&0 Agreement Section 17(f)(i).

35 years.”

entire plant and not a Unit.

e PSE Estimate of the current 20% depreciated value of Units 3 & 4 @ $50.8 million.
e Section 19(c) states that the depreciated value of the Project is based on the “Original Cost of
Construction”, less AFUDC, plus additions and less retirements, depreciated on a straight-line basis over

e Section 19 process’ reference to “Project “ is the same as the definition in Section 1 which is to the
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Does the proposal
meet the
requirements
contained in Section
19 of the 0&0
Agreement?

Do repair costs
exceed 20% of the
depreciated value of
the Project

Do the Owners
unanimously agree
to end the Project?

Project Ends as
specified in
Section 31

See process defined in
Section 17

See Page 1

Operator (Talen) — Provides the Project Committee its
estimate of the “Fair Market Value” of the Project

Staff assumes that the Section 19 unanimity
requirement applies to all owners regardless of
ownership stake in a particular Unit and the two vote
share agreements in place.

Assumptions

N
NU

Page 7 of 21

(terminated without repair) and its estimate to
effectuate repairs to the Project. Section 19(b)

Hypothetical Voting Scenario No. 1; Unit
3 Retirement Proposal

Section 19 Process
(Page 2 of 2)

Operator (Talen) — Submits to the Project Committee its
recommendation to repair the Project “in whole or in
part.” Section 19(b)

Does the Talen
Project Committee
proposal
recommend repair
to the Project “in
whole”?

Does the Talen
Project Committee
proposal
recommend repair
to the Project “in
part”?

Project Ends as
specified in
Section 31

Yes Yes

Ownership Share Adjustment Hypothetical Example

Formula = V/V+C, where:

V = Fair Market Value of the Project if it were terminated without
repair as unanimously agreed to by the Project Committee or

through Arbitration; and

C = Estimated cost of repair. Shares are further adjusted once costs

are known.

Assuming, for this example, a Fair Market Value of $50 million and
cost of repair of $20 million, then those owners who do not approve
of Talen’s Repair Proposal will have their Project Shares reduced to
71% of their original share percentage (share percentages after the

Adjustment of Ownership Shares as Specified in

Do the Owners

Section 19(b)(ii) — The subsection contains a formula

unanimously agree to

for the reduction of owners’ shares who do not
approve of Talen’s Repair Proposal (see hypothetical

Talen’s Project
Committee Proposal?

Section 19(b)(i)&(ii)

example).

Yes

sale).

Owner Project Share after Vote on Talen’s Repair Project Shares After

Sale Proposal Adjustment Under
Section 19(b)(ii)

Avista 15% No 11%
NorthWestern 21.25% Yes 24.75%
PacifiCorp 10% No %
Portland General 20% Yes 23.5%
PSE 12.5% No 9%
Talen Montana 21.25% Yes 24.75%

Talen’s Project

Committee Proposal
Approved




Section 19 Example
Hypothetical Voting Scenario No. 2; Unit 4 Budget
Proposal



Submission by Operator of a Unit 4 Budget Proposal -

Per Section 10, the
Operator submits a
budget proposal by
September 1.

Assumptions
*  PSE Estimate of the current 20% depreciated value of Units 3 & 4 @ $50.8 million. Exh. DCG-6
»  Section 19 process’ reference to “Project “ is the same as the definition in Section 1 which is to the Docket UE-200115
entire plant and not a Unit. Page 9 of 21

0O&O0 Agreement Section 10.

Does the proposal
meet the
requirements
contained in Section
19 of the 0&0
Agreement?

No

See process defined in
Section 17

Operator (Talen) prepares a budget to effectuate
repairs to the Project — Assumes approval of the repair
budget requires 55% share majority and support of two

Project Committee Members — Section 17(f)

Vote on Talen Repair Budget — Proposal approval
requires 55% share majority. — Section 17(f)

Project Shares in the Affirmative at this point:

PGE = 20%

Northwestern = 25% (VSA, shared vote with PSE,
Northwestern & Talen)

Northwestern (shared vote with Talen (Operator
vote)) = 30%

Total Project Shares in the Affirmative = 75%

e Superheat Section replacement for Unit 4 may fall into this category if either Talen or Northwestern
cannot get support from the other owners to advance the budget proposal to a vote of the
Committee per Section 17.

Hypothetical Voting Scenario No. 2; Unit

exceed 20% of

depreciated value of

the
See Page 2

4 Budget Proposal

Do the Owners Project Ends as

unanimously agree specified in
to end the Project? Section 31

See Vote Sharing
Process

Repair Budget have Committee Members respective Project Shares on the Talen Repair Budget

S

Assumptions:

*  Northwestern casts the shared
Talen/Northwestern vote under their separate
vote sharing agreement (Operator’s vote);

*  Northwestern casts the shared vote between
Talen, PSE and Northwestern; and

¢ Inorder for Talen’s Repair Budget to pass, it

needs the support of either Avista, PAC or PGE.

Section 19 Process
(Page 1 of 2)

Talen Repair

Budget
Dead

No

Does the Talen
Talen Repair Repair Budget have
Budget 55% of the Project

Approved Shares for Approval?
0&O Section 17(f)

Have all the Project
Committee Members
cast their vote
shares?

Does the Talen Have all the Project Remaining Project Committee Members vote their

55% of the Project
hares for Approval?
0&O Section 17(f)

cast their vote ) Avista = 15%
shares? PAC = 10%

es

Talen Repair
Budget
Approved




Submission by Operator of a Unit 4 Budget Proposal -
0O&O0 Agreement Section 10.

Does the proposal
meet the
requirements
contained in Section
19 of the 0&0
Agreement?

See process defined in
Section 17

Operator (Talen) — Provides the Project Committee its
estimate of the “Fair Market Value” of the Project
(terminated without repair) and its estimate to
effectuate repairs to the Project. Section 19(b)

Operator (Talen) — Submits to the Project Committee its
recommendation to repair the Project “in whole or in

part.” Section 19(b)

Does the Talen
Project Committee
proposal
recommend repair
to the Project “in
whole”?

Yes

Per Section 10, the
Operator submits a
budget proposal by
September 1.

Do repair costs
exceed 20% of the
depreciated value of
the Project

See Page 1

entire plant and not a Unit.

per Section 17.

Assumptions
e PSE Estimate of the current 20% depreciated value of Units 3 & 4 @ $50.8 million. Exh. DCG-6
«  Section 19 process’ reference to “Project “ is the same as the definition in Section 1 which is to the Dpcket UE-200115

¢ Superheat Section replacement for Unit 4 may fall into this category if either Talen or Northwestern
cannot get support from the other owners to advance the budget proposal to a vote of the Committee

Page 10 of 21

Do the Owners
unanimously agree
to end the Project?

Project Ends as
specified in
Section 31

Staff assumes that the Section 19 unanimity
requirement applies to all owners regardless of
ownership stake in a particular Unit and the two vote

Assumptions

share agreements in place.

N
NU

Hypothetical Voting Scenario No. 2; Unit
4 Budget Proposal

Does the Talen
Project Committee
proposal
recommend repair
to the Project “in
part”?

Yes

Do the Owners
unanimously agree to
Talen’s Project
Committee Proposal?
Section 19(b)(i)&(ii)

Yes

Talen’s Project
Committee Proposal
Approved

Adjustment of Ownership Shares as Specified in
Section 19(b)(ii) — The subsection contains a formula
for the reduction of owners’ shares who do not
approve of Talen’s Repair Proposal (see hypothetical
example).

Section 19 Process

(Page 2 of 2)

Project Ends as
specified in
Section 31

Ownership Share Adjustment Hypothetical Example
Formula = VV/V+C, where:

V = Fair Market Value of the Project if it were terminated without repair as
unanimously agreed to by the Project Committee or through Arbitration;
and

C = Estimated cost of repair. Shares are further adjusted once costs are
known.

Assuming, for this example, a Fair Market Value of $50 million and cost of
repair of $20 million, then those owners who do not approve of Talen’s
Repair Proposal will have their Project Shares reduced to 71% of their
original share percentage (share percentages after the sale).

Owner Project Share after Vote on Talen’s Repair Project Shares After
Sale Proposal Adjustment Under
Section 19(b)(ii)
Avista 15% No 11%
NorthWestern 21.25% Yes 24.75%
PacifiCorp 10% No %
Portland General 20% Yes 23.5%
PSE 12.5% No 9%
Talen Montana 21.25% Yes 24.75%




Hypothetical Voting Scenario No. 1; Unit 3
Retirement Proposal
Vote Sharing Agreement Process



Party Casting Prudency Poll Project Share
Vote Vote Submission to Operator of a Proposal to Retire Unit 3 -
Requires two Project Committee Members (not the

In this example, PSE &
Avista make the proposal

Exh. DCG-6
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PSE 1of6 12.5% operator) — 0&0 Agreement Section 17(f)(i).
Talen 20f6 21.25%
Pacific 30f6 10% Vote on Proposal — Proposal approval requires 55% share
majority. — Section 17(f)
Avista 40f 6 15%
PGE 5of6 20%

NorthWestern
VSA,

VSA.
. Talen & NW Shared Vote

PSE, Talen & NW Shared Vote
Subject Matter Classification per Section
3.1(a) of Vote Share Agreement = Unit 3

Decommissioning Proposal Colstrip 3 Proposal

Talen Casts Shared Vote

Do PSE, Northwestern as Operator; Vote 2 of 5

and Talen agree on
the Proposal’s Subject
Matter Classification?

Is there a
Classification
Objection by NW?

PSE requests that the Project Is there a Prudency
Committee conduct a “Prudency Objection by NW
Objection Poll” and/or Talen?

Talen Casts Shared Vote
as Operator; Vote 2 of 5

PSE Casts Shared Vote as
Project Committee
Member; Vote 1 of 5

Prudency Objection
Poll Results;
Approve Proposal?

PSE Casts shared vote consistent
with Poll Results

Subject Matter Classification per Article 111,
Section 3.1(a) of Vote Share Agreement =

Vote Sharing Process for
Hypothetical Voting Scenario No. 1;

Unit

3 Retirement Proposal
(Page 1 of 3)

Per Article 11, Section 2.3(f): “Until PPL Montana (Talen) shall no longer
be the Operator, the Party Appointees selected pursuant to this
agreement, when casting the Shared Vote, shall be the Operator’s
Committee member under the O&O Agreement (particularly Section 17
thereof).”

Does Talen contest

the Classification See
Objection under Page 3
Article 4 of the of 3

VSA,?

NW reclassifies the
Proposal as a Colstrip 4
Proposal and casts the

Shared Vote as Operator;
Vote 2 of 5.

NW reclassifies the
Proposal as a Mixed
Proposal and Talen casts
the Shared Vote as
Operator; Vote 2 of 5.
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Do PSE,

The party or parties initiating the Norih W estarntand Page 13 of 21
dispute notifies the other party or X Talen agree on the

parties via a “Dispute Notice” as Proposal’s Subject

specified in Article 4, Section 4.1. Matter

Vote Sharing Process for
S R R e s Hypothetical Voting Scenario No. 1;
“Diopute Notice Response” a5 Unit 3 Retirement Proposal
specified in Article 4, Section 4.1. (Page 2 of 3)
7-Busineess Days

7-Business Days

Talen/NW & PSE Negotiate Dispute
/ - e —— 30-Calendar Days

The Shared Vote is cast as
agreed to by the Parties;
Project Committee Member;
Vote 1 of 5

Dispute Resolved?

Talen, NW or PSE
request the Dispute
be finally and
exclusively resolved ) Undefined Outcome
by arbitration?
Article 4, Section
4.2

Section 4.1 — “All negotiations
pursuant to this clause shall
be confidential and shall be
treated as compromise and
settlement negotiations, and
no oral or documentary
representations or offers
made by the Parties during
such negotiations shall be
admissible for any purpose in
any subsequent proceedings.”

Article 4, Section 4.2(c) — “The [arbitration] hearing shall be held, if possible,
within four (4) months after the appointment of the arbitrator, or as soon
thereafter as is reasonably practicable.”

Binding Arbitration

Article 3, Section 3.1(b) — “If, despite the good faith efforts of both Parties the
Project Committee vote occurs prior to resolution of the validity of an
Objection pursuant to ARTICLE 4, the Shared Vote shall not be cast.”
Agreement is silent on how the proposal will be voted on without the shared
PSE/Talen/NW vote being cast.




Does Talen contest
the Classification
Objection under

Article IV of VSA,?

NW reclassifies the

Proposal as a Colstrip 4
Proposal and casts the
Shared Vote as Operator;
Vote 2 of 5.

NW reclassifies the
Proposal as a Mixed
Proposal and casts the
Shared Vote as Operator;
Vote 2 of 5.

Yes NW receives Talen’s “Dispute Notice”

as specified in Article IV, Section 4.1.

2-Business Days

Talen & NW Negotiate Dispute

2-Business Days

The Shared Vote is cast as
agreed to by the Parties;
Operator vote; Vote 2 of 5

Dispute Resolved?

Talen or NW
request binding
arbitration? Article
IV, Section 4.2

Undefined Outcome

Yes

Talen & NW submit proposed
resolutions to the Dispute to the
Arbitrator

Binding Arbitration Hearing
(No arbitration Hearing may last longer
than one day. Article IV, Section 4.2(b)).

No later than 5-
Business Days

Arbiter Renders Decision

(Arbiter’s Decision will be rendered no later
than 2-Business Days before the proposal is to
be voted on by the Project Committee).
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Vote Sharing Process for
Hypothetical Voting Scenario No. 1;

Unit 3 Retirement Proposal
(Page 3 of 3)

Article lll, Section 3.1(b) — “If, despite the good faith efforts of both Parties
(including, without limitation, attempts by the Chairman Appointee, PPL
Montana in its capacity as the Operator, the Northwestern Appointee and the
PPL Appointee to delay the Project Committee vote and to hasten the dispute
resolution process) the Project vote occurs prior to the resolution of the
validity of an Objection pursuant to Article IV, the Shared Vote shall not be
cast.” Agreement is silent on how the proposal will be voted on without the
shared Talen/NW (Operator) vote being cast.




Hypothetical Voting Scenario No. 2; Unit 4 Budget
Proposal
Vote Sharing Agreement Process;



Submission by Operator of a Unit 4 Budget Proposal -
0&O0 Agreement Section 10.

Vote on Proposal — Proposal approval requires 55% share

majority. — Section 17(f)

VSA,

PSE, Talen & NW Shared Vote
Subject Matter Classification per Section
3.1(a) of Vote Share Agreement = Unit 4

Budget Proposal

Do Northwestern and
Talen agree on how to
cast the shared vote?

Shared Vote Not Cast

NorthWestern Casts
Shared Vote as Project
Committee Member;
Vote 1 of 5

VSA,

Talen & NW Shared Vote
Subject Matter Classification per Article 111,
Section 3.1(a) of Vote Share Agreement =
Colstrip 4 Proposal

NW Casts the Shared
Vote as Operator; Vote
20of5

Is there a
Classification
Objection by Talen?

NW Casts Shared Vote as
Operator; Vote 2 of 5

Exh. DCG-6
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Vote Sharing Process f&f'°*"!

Hypothetical Voting Scenario No. 2;

Unit 4 Budget Proposal

(Page 1 of 2)

Per Article 11, Section 2.3(f): “Until PPL Montana (Talen) shall no longer
be the Operator, the Party Appointees selected pursuant to this
agreement, when casting the Shared Vote, shall be the Operator’s
Committee member under the O&O Agreement (particularly Section 17
thereof).”

Does NW contest See
the Classification Page 2
Objection under of 2
Article 4 of VSA,?

Talen reclassifies the
Proposal as a Colstrip 3
Proposal and casts the

Shared Vote as Operator;
Vote 2 of 5.

Talen reclassifies the
Proposal as a Mixed
Proposal and casts the
Shared Vote as Operator;
Vote 2 of 5.



Does NW contest

Talen receives NW’s “Dispute Notice” the Classification

as specified in Article IV, Section 4.1. Objection under
Article IV of VSA,?

2-Business Days
o

Talen reclassifies the
Proposal as a Colstrip 3
Proposal and casts the

Shared Vote as Operator;
2-Business Days otel2lois:
Or

Talen & NW Negotiate Dispute

Talen reclassifies the
Proposal as a Mixed
The Shared Vote is cast as Proposal and NW casts the
agreed to by the Parties; Dispute Resolved? Shared Vote as Operator;
Operator vote; Vote 2 of 5 Vote 2 of 5.

Talen or NW
request binding
arbitration? Article
IV, Section 4.2

Undefined Outcome

es

Talen & NW submit proposed
resolutions to the Dispute to the
Arbitrator

Binding Arbitration Hearing
(No arbitration Hearing may last longer
than one day. Article IV, Section 4.2(b)).

No later than 5-
Business Days
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Vote Sharing Process for
Hypothetical VVoting Scenario No. 2;
Unit 4 Budget Proposal

(Page 2 of 2)

Arbiter Renders Decision

|

voted on by the Project Committee).

Article 111, Section 3.1(b) - “If, despite the good faith efforts of both Parties
(including, without limitation, attempts by the Chairman Appointee, PPL
Montana in its capacity as the Operator, the Northwestern Appointee and the

(Arbiter’s Decision will be rendered no later PPL Appointee to delay the Project Committee vote and to hasten the dispute
than 2-Busiess Days before the proposal is to be resolution process) the Project vote occurs prior to the resolution of the
validity of an Objection pursuant to Article IV, the Shared Vote shall not be
cast.” Agreement is silent on how the proposal will be voted on without the
shared Talen/NW (Operator) vote being cast.
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VSA,
PSE, Talen and Northwestern Vote Sharing Agreement Matrix

PSE, Talen & Northwestern Vote Share Agreement; Article 3, Section 3.1(a)

Proposal Classification Classification Definition; Article 1, Section 1.1 Party Casting Shared Vote if No Permitted Objections Party Entitled to Reclassify the
Objection Raised Proposal if an objection is raised &
not contested in accordance with
Article 4
A proposal, other than a Unit 3 Decommissioning Proposal or Remediation Proposal, that relates primarily to Colstrip
Colstrip 3 Proposal Unit 3, but not to proposals concerning the Common Facilities. PSE None Not applicable

If the Unit 4 Owners’ Appointees are not
in agreement regarding how to cast the
Shared Vote, the Unit 4 Owners’

None Appointees shall abstain from voting on
the Colstrip 4 Proposal, and no Shared
Vote shall be cast with respect to such
Proposal under this Agreement.

A proposal, other than a Unit 3 Decommissioning Proposal or Remediation Proposal, that relates primarily to Colstrip Northwestern Energy and Talen

Colstrip 4 Proposal Unit 4, but not to proposals concerning the Common Facilities. Montana

If either or both the NorthWestern
Appointee and the Talen Appointee
raise a Prudency Objection, the Puget
Appointee shall cast the Shared Vote

PSE Prudency consistent with the results of a valid
Poll conducted in accordance with
Section 3.2. So long as such a Poll may
be conducted, Article 4 does not apply
to Prudency Objections.

A Proposal regarding the decommissioning, mothballing, closure, retirement, deactivation, shutdown, deconstruction,

Unit 3 Decommissioning Proposal removal, or demolition of all or a portion of Colstrip Unit 3 alone.

If the Puget Appointee raises a
Prudency Objection, the Unit 4 Owners’
Appointees shall collectively cast the
Shared Vote consistent with the results
of a valid Poll conducted in accordance
with Section 3.2. So long as such a Poll
may be conducted, Avrticle 4 does not
apply to Prudency Objections.

A Proposal regarding the decommissioning, mothballing, closure, retirement, deactivation, shutdown, deconstruction, Northwestern Energy and Talen
removal, or demolition of all or a portion of Colstrip Unit 4 alone. Montana

Unit 4 Decommissioning Proposal

Prudency If the Puget Appointee does not raise a
Prudency Objection, but the Unit 4
Owners’ Appointees are not in
agreement regarding how to cast the
Shared Vote, the Unit 4 Owners’
Appointees shall abstain from voting on
the Unit 4 Decommissioning Proposal,
and no Shared Vote
shall be cast with respect to such
Proposal under this Agreement.
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VSA,
PSE, Talen and Northwestern Vote Sharing Agreement Matrix

PSE, Talen & Northwestern Vote Share Agreement; Article 3, Section 3.1(a)

Proposal Classification Classification Definition; Article 1, Section 1.1 Party Casting Shared Vote if No Permitted Objections Party Entitled to Reclassify the
Objection Raised Proposal if an objection is raised &
not contested in accordance with
Article 4

A Proposal regarding the Project’s budget for a year during which (i) Unit 3 is the only unit at the Project for which

there is a planned maintenance outage, or (ii) both Unit 3 and Unit 4 have planned maintenance outages, but the PSE None Not applicable
scheduled duration of the planned maintenance outage for Unit 3 is longer than the scheduled duration of the planned

maintenance outage for Unit 4.

Unit 3 Budget Proposal

If the Unit 4 Owners’ Appointees are
not in agreement regarding how to cast

A Proposal regarding the Project’s budget for a year during which (i) Unit 4 is the only unit at the Project for which there the Shared Vote. the Unit 4 Owners’
. is a planned maintenance outage, or (ii) both Unit 3 and Unit 4 have planned maintenance outages, but the scheduled Northwestern Energy and Talen None . . . .
Unit 4 Budget Proposal . ] L N : Appointees shall abstain from voting on
duration of the planned maintenance outage for Unit 4 is longer than the scheduled duration of the planned maintenance Montana .
outage for Unit 3 the Unit 4 Budget Proposal._and no
’ Shared Vote shall be cast with respect

to such Proposal under this Agreement.

If either or both the NorthWestern
Appointee and the Talen Appointee
raise a Prudency Objection, the Puget
A Proposal primarily concerning the remediation of ground water or soil contamination located at Colstrip Unit 3 or Appt_)lntee st]all el ifi Shaey V9te
! : ] ) PSE Prudency consistent with the results of a valid
Colstrip Unit 4 as required under applicable Laws. N N
Poll conducted in accordance with
Section 3.2. So long as such a Poll may
be conducted, Article 4 does not apply
to Prudency Objections.

Remediation Proposal
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VSA,
PSE, Talen and Northwestern Vote Sharing Agreement Matrix

PSE, Talen & Northwestern Vote Share Agreement; Article 3, Section 3.1(a)

Proposal Classification Classification Definition; Article 1, Section 1.1 Party Casting Shared Vote if No Permitted Objections Party Entitled to Reclassify the
Objection Raised Proposal if an objection is raised &
not contested in accordance with
Article 4

If the Puget Appointee raises a
Prudency Objection, the Unit 4 Owners’
Appointees shall collectively cast the
Shared Vote consistent with the results
of a valid Poll conducted in accordance
with Section 3.2. So long as such a Poll
may be conducted, Article 4 does not

A Mixed Proposal Other than for Replacement of Talen as Operator shall include, but is not limited to, budget ety o PEBSY CllfEciiois,

proposals for years for which there are no planned maintenance outages and budget proposals for years for which there
are planned maintenance outages for both Unit 3 and Unit 4 which are of the exact same scheduled duration.

Mixed Proposal; Other than for
Replacement of
Talen as Operator

Northwestern Energy and Talen

NIETE Prudency

If the Puget Appointee does not raise a
Prudency Objection, but the Unit 4
Owners’ Appointees are not in
agreement regarding how to cast the
Shared Vote, the Unit 4 Owners’
Appointees shall abstain from voting on
the Mixed Proposal, and no Shared Vote
shall be cast with respect to such
Proposal under this Agreement.

If either the Puget Appointee or the
Talen Appointee raises a Prudency
Objection, the NorthWestern Appointee
Mixed Proposal for Replacement of shall cast the Shared Vote consistent

Talen as Operator A proposal to replace Talen as operator . Northwestern Energy Prudency with the results of a valid Poll
conducted in accordance with Section
3.2. So long as such a Poll may be
conducted, Article 4 does not apply to
Prudency Objections.
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VSA,
Talen and Northwestern Vote Sharing Agreement Matrix

Talen & Northwestern Vote Share Agreement; Article 3, Section 3.1(a)

Proposal Classification Classification Definition; Article 1, Section 1.1 Party Casting Shared Vote if Permitted Objections Party Entitled to Reclassify

No Obijection Raised the Proposal if an objection is
raised & not contested in
accordance with Article 4

A proposal that relates solely to Unit 3. Colstrip Unit 3 means such portion of the Project
commonly known as “Colstrip Unit 3” and the corresponding interest in the facilities the use of Talen Classification N e
which is common to Units 3 and 4 (only), the Common Facilities and related facilities, real

property and property rights.

Colstrip 3 Proposal

A proposal that relates solely to Unit 4. Colstrip Unit 4 means such portion of the Project

commonly known as “Colstrip Unit 4” and the corresponding interest in the facilities the use of

Oulid ez which is common to Units 3 and 4 (only), the Common Facilities and related facilities, real Northwestern Classification and Lease Default Talen
property and property rights.

Classification and Prudency;
Northwestern
Lease Default; Talen

Classification, Lease Default

W el ReEl e A proposal that is not a Unit 3 Proposal or a Unit 4 Proposal Northwestern
and Prudency
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