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BY THE COWM SSI ON:

On June 7, 2006, an Application was filed with the Nebraska
Public Service Comm ssion ("“Comm ssion”) by  NorthWstern
Corporation, d/b/a Northwestern Energy (“NorthWstern”) and Bab-
cock & Brown Infrastructure Limted (“BBIL"), BBl US Holdings
Pty Ltd. (“Holdings Pty”), BBl US Holdings Il Corp. (“Holdings
1) and BBl dacier Corp. (“Gacier”) (collectively the *“BBI
Conmpani es” and together with NorthWstern the “Applicants”),
seeking approval of the proposed change of control of
Nor t hWest er n. Notice of the Application was published in The
Daily Record, Omaha, Nebraska, on June 9, 2006. A Petition for
formal intervention was tinely filed by the Public Advocate. A
Petition for informal intervention was tinely filed by Kinder
Morgan, |nc. Both petitions were granted by the Comm ssion in
an order issued in the above-captioned docket on July 18, 2006.

A hearing was held on the above-captioned Application on
Septenber 27, 2006, in the Comm ssion Hearing Room Lincoln,
Nebraska. Appearances at the hearing are indicated above.

THE JO NT APPLI CANTS

NorthWestern is a public utility incorporated in Del aware.
Nort hWestern provides electricity and natural gas to conmerci al
and residential custoners in Nebraska, South Dakota, and Mon-
t ana. In Nebraska, NorthWstern provides natural gas to ap-
proxi mately 41,272 custonmers in four Nebraska communities.
Nort hWest ern provides no electricity in Nebraska.

BBIL, along wth Babcock & Brown Infrastructure Trust
(“BBIT"), form Babcock & Brown Infrastructure (“BBl”). BBl is a
utility infrastructure conpany based in Sydney, Australia.
BBI's principal activity is owing and managing utility and
infrastructure businesses worldw de, including gas transm ssion,
distribution and transport infrastructure. BBI Conpani es have
been conducting business in the U S. wutility industry for nearly
thirty (30) years.

THE TRANSACTI ON

For this transaction Holdings Pty, a direct and wholly-
owned Australian subsidiary of BBIL, holds the equity interests
in Holdings I1. Hol dings Il is a Delaware corporation and the
whol | y-owned subsidiary of Holdings Pty and holds the equity
interests in dacier and followwng the transaction wth
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Nort hWestern, wll hold the equity interests of NorthWstern.
G acier is therefore a Delaware corporation and a wholly-owned,
indirect subsidiary of BBIL, specially formed to nerge with and
into NorthWestern. G acier is a direct subsidiary of Holdings
.

On April 25, 2006, Applicants entered into an Agreenent and
Plan of Merger, upon execution of, BBIL will purchase all the
out standing stock of NorthWstern and dacier wll nerge wth
and into NorthWstern. Following the nerger, NorthWstern wll
be a whol | y-owned indirect subsidiary of BBIL.

EVI DENCE

In support of their Application, the Applicants offered the
pre-filed testinony of Mchael Hanson, President and Chief
Executive Oficer of NorthWestern and Mchael M Garland,
President of Holdings Il and d acier. M. Hanson and WIIliam
Cordiano, a director of Holdings Il and dacier and senior
menber of BBI, also offered testinony at the hearing on behalf
of the Applicants.

On behal f of the public and the ratepayers of NorthWstern,
the Public Advocate, Roger Cox, offered the pre-filed testinony
of Janes Larson, a consultant wth Dahlen, Berg Consulting, Inc.
Further, M. Cox testified at the hearing concerning the
Application in the above-captioned matter.

M. Hanson testified that Nort hWwestern energed from
bankruptcy in Novenber of 2004 as a financially healthy utility
and purely a utility conpany. Nort hWestern’s board determ ned
that selling the ownership of the conpany to a long-termutility
investor, such as BBI, was in the best interests of North-
Western, its ratepayers and enpl oyees.

Upon  announcenent of the nerger bet ween BBI and
Nort hWestern, M. Hanson testified that NorthWstern and BBI
representatives held a series of town hall neetings in each of
the communities served by NorthWestern in Nebraska to informthe
public of +the change of control and answer any questions.
Further, NorthWestern and BBl representatives also net with city
admnistrators, city attorneys and interested public officials
in Gand Island, Kearney and North Platte.
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M. Hanson stated that very little wll change in North-
Western’s day-to-day operation of the natural gas utility as a
result of the BBI transaction. M. Hanson further testified
that no acquisition premuns or transaction costs will be re-
covered through rates or passed on to the ratepayers. Furt her,
the transaction is a purchase of NorthWstern stock for cash by
BBI and will not result in an increase of NorthWstern' s debt
used to finance utility operations.

M. Hanson also offered testinony that there will be no
change in the Nebraska workforce as a result of the transaction
with BBI. The agreenment between NorthWstern and BBl includes a

commitrment by BBl to mamintain enployee pay and benefits at
current levels for three years.

M. Cordiano offered testinony on behalf of BBl and stated
that BBI's focus in investing is long-term stability wth
reasonable rates of return for investors. M. Cordiano ex-
pressed that the BBl Conpanies believe that investing in North-
Western represents just such a stable investnent and stated that
Nort hWestern is a good fit wth BBI. M. Cordiano further
testified that BBl is commtted to long-termutility ownership,
enphasi zi ng | ocal managenent, |ocal jobs, and | ocal grow h.

M. Cox, the Public Advocate, testified concerning the
acquisition and nerger and the findings of M. Larson, the
consultant hired by the Public Advocate to evaluate the proposed
transacti on. M. Larson’s testinony set forth a |[list of
concerns he identified for the Public Advocate, and stated that
the Applicant addressed each of the concerns satisfactorily.
M. Cox stated that both the Public Advocate and the consultant,
M. Larson, had no objection to the approval of the Application
by the Comm ssion and the finding by the Conmm ssion that the
transaction would not adversely affect Nebraska ratepayers or
the ability of the utility to serve its ratepayers.

The Applicants and the Intervenors, Kinder Mrgan and the
Public Advocate, entered into a Joint Stipulation prior to the
Sept enber 27, 2006 hearing. In the Joint Stipulation, the
Applicants recomend approval of the application and the Public
Advocat e and Kinder Mrgan offer no objection to the Comm ssion
approving the Application. Further, all remaining issues be-
tween the parties in the above-captioned proceeding were re-
solved in the Joint Stipulation. The Joint Stipulation, signed
by all parties, was admtted into evidence at the Septenber 27,
2006 heari ng.
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The State Natural Gas Regulation Act (“the Act”) Neb. Rev.
Stat. 88 66-1801 et seq., requires the Conmi ssion to approve the
reorgani zation or change of control of any jurisdictional

the Act

utility serving custoners in Nebraska. Specifically
provi des,
The commi ssion shall not approve any proposed
reorgani zation or change of control if the

comm ssion finds, after public notice and public
hearing, that the reorganization or change of
control  wll adversely affect the utility’s
ability to serve its ratepayers. Neb. Rev. Stat.

§ 66-1828(1) (2003 Supp.).

Evidence on the following issues denonstrates that

NorthWestern’s ability to serve its ratepayers wll
adversely affected:

1. Managenent : BBI’s energy sector managenent

not be

team i s

conprised of wutility executives with an average of
over 25 years of experience in the electric and gas

transm ssion and distribution business.

2. Local Comm tnents: BBl s nmanagenent strategy is to
have each operating conpany nanaged | ocally. BBl s
busi ness approach enphasizes |ocal nanagenent, | ocal
jobs, and | ocal gromh, and includes plans for
i nvest nment s in infrastructure repl acenent and

transm ssi on. Applicants stated that Nor t hWest ern
currently has a strong managenent team in Nebraska and
that the transaction will not result in any changes in
that workforce. BBl supports the current nanagenent’s
efforts to invest locally in people and infrastructure
to enhance service and reliability to NorthWstern's

custoners.
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3. | nppact on Rates and Service: The Applicants stated
that the focus on ensuring the transaction has no
adverse affect on the cost, reliability or quality of

Nort hWestern’ s service has remai ned unchanged
t hroughout the entire transaction process. Fur t her,
the transaction wll not affect NorthWestern's quality

of service or rates. The Applicants further conmmt to
holding the jurisdictional custonmers harmess from
rate increases which are the result of costs related
to the merger.

4. | nvest nent and Pl anned Long- Term Oanership: Applicants
stated that BBl has a history of l|ong-term investnent
in conpanies simlar to NorthWstern. BBl also stated
it’s commtnent to providing NorthWstern wth

addi ti onal capital to fund further i nvest nent s.
Nort hWestern’s current strategy of focusing on its
core utility operations will remain the sane and is
fully supported by BBI. BBI views NorthWestern as a

| ong-term investnment and therefore has committed to
provi ding the necessary capital to fund NorthWstern's
sound growt h opportunities.

5. Stability: The Applicants state that the proposed
transaction wi | | resul t in no changes to
Nort hWestern’s quality of service, enployees, nane,
busi ness strategy and conmtnent to custoners and the
| ocal comuniti es.

Based on the -evidence, the Commssion finds that the
transaction wll not adversely af f ect the ability of
Nort hWestern to serve its ratepayers. The Application should be
gr ant ed.

ORDER

IT IS THEREFORE ORDERED by the Nebraska Public Service
Comm ssion that the Application in Docket No. NG 0037 be and is
her eby, approved.

IT IS FURTHER ORDERED that the transfer of NorthWstern
Corporation d/b/a NorthWstern Energy’'s certificates of public
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conveni ence and necessity and ot her authority gr ant ed
Nort hWest ern under the Act be and is hereby, approved.
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MADE AND ENTERED at Lincoln, Nebraska, this 17th day of
Oct ober, 2006.

NEBRASKA PUBLI C SERVI CE COWM SSI ON

COWM SSI ONERS CONCURRI NG:

Chai r man:

ATTEST:

Executi ve Director



