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ATTACHMENT L 

Creditworthiness Procedures 

NorthWestern Corporation d/b/a NorthWestern Energy has established these Creditworthiness 

Procedures to determine a Customer’s ability to meet its financial obligations related to service provided 

under NorthWestern Energy’s Montana Open Access Transmission Tariff (OATT) and to mitigate 

NorthWestern Energy’s financial exposure to customer non-payment for services rendered or 

committed. NorthWestern Energy will review each Customer’s creditworthiness to determine the 

amount of collateral/security required as a condition of service under the OATT. This review will be 

made in accordance with standard commercial practices using quantitative and qualitative criteria. 

1. Summary of Credit Evaluation Procedures 

A. Information Required for Credit Evaluation 

NorthWestern Energy requires the following information to conduct a credit evaluation. 

If a Customer does not make this information available to NorthWestern Energy, the 

Customer will be required to post collateral/security. 

1) Financial Statements. Most recent two years of financial statements, most recent 

annual report, and most recent quarterly report, including balance sheet, income 

statement, statement of cash flows, and related footnotes. If financial statements 

are not available, then a Customer must provide the most recent two years of 

financial statements of an investment-grade company willing to guarantee all 

financial obligations of the Customer. 

2) Credit Ratings. Most recent senior long-term unsecured credit ratings from 

Standard & Poor’s or Moody’s rating agencies. 

3) Any other reasonable commercial information requested by NorthWestern Energy 

that would assist in determining the Customer’s creditworthiness. 

B. Credit Evaluation 

NorthWestern Energy’s Credit Manager will follow these Creditworthiness Procedures 

to determine the amount of collateral/security, if any, that a Customer will be required 

to provide. 



1) This credit evaluation uses the senior long-term unsecured credit ratings of the 

Customer from Standard & Poor’s or Moody’s, if available, and Moody’s Expected 

Default Frequency (EDF) score (or an expected default frequency rating produced by 

a similar commercially available scoring tool). The credit ratings, if available, and 

EDF score will contribute 50% of the overall credit evaluation. 

2) The following quantitative or financial measures contribute 35% to the overall credit 

evaluation:  Percent Profit Before Tax/Tangible Net Worth (TNW); Percent Profit 

Before Tax/Total Assets; Current Ratio; Net Fixed Assets/TNW; Total Liabilities/TNW; 

Days Receivables Turnover; and Earnings Before Interest & Tax (EBIT)/Interest 

Expense. 

3) Qualitative measures will be used to assess the non-financial status of the Customer 

and will contribute 15% to the overall credit evaluation. Qualitative scores for the 

following measures will range from 1 (positive) to 6 (negative):  litigation; material 

weaknesses disclosed in the financial statements; management expertise and years 

of industry experience; years in business; years as a NorthWestern customer; 

payment history with NorthWestern; bankruptcy; asset size; and overall qualitative 

assessment. Specific metrics for assessing these measures are posted on OASIS. 

If a federal or state government agency and its financial obligations under the OATT are 

backed by the full faith and credit of the United States or the state, collateral/security 

will not be required. A governmental entity whose obligations are not backed by the full 

faith and credit of the United States or a state must demonstrate to NorthWestern 

Energy’s reasonable satisfaction that such governmental entity has the ability to 

increase rates or to increase taxes. 

2. Acceptable Forms of Collateral/Security 

NorthWestern Energy will accept the following forms of collateral/security: 

a. Letter of Credit. An unconditional and irrevocable standby letter of credit issued by a 

U.S. commercial bank or a U.S. branch office of a foreign commercial bank with such 

bank having a credit rating of at least A- from Standard & Poor’s, A3 from Moody’s, or 

another rating acceptable to NorthWestern Energy. The letter of credit must conform to 

NorthWestern Energy’s requirements and be approved by NorthWestern Energy prior to 

issuance. 

b. Cash Deposit. Cash deposits will accrue interest based on the rate earned from 

NorthWestern Energy’s general bank account in which the deposit is held. 

c. Prepayment. 

d. Guarantee. A guarantee in a form acceptable to NorthWestern Energy from a guarantor 

that meets the creditworthiness requirements identified in Section 1, above. 



All costs associated with meeting the security requirements, including any costs of obtaining and 

posting security, are the responsibility of the Customer. 

3. Notice of and Changes to Collateral/Security Requirements 

A. Collateral/Security Requirements for New Customers 

A new Customer must either (i) meet the credit evaluation requirements or (ii) post 

collateral/security in an amount equal to the highest two months of estimated exposure 

for a 12-month period of service based on the transmission service requested. 

NorthWestern Energy will notify the Customer in writing of the amount of 

collateral/security that will be required, if any. The Customer must post the required 

collateral/security at least five business days before commencement of service. The 

Customer must then maintain collateral/security in an amount equal to the highest two 

months of actual exposure during a 12-month period. 

NorthWestern Energy has the right to require collateral/security from a Customer that 

has defaulted on any service provided by NorthWestern Energy. 

B. Credit Reevaluations 

NorthWestern Energy will perform a credit reevaluation of each Customer annually, or 

more frequently if NorthWestern Energy has commercially reasonable grounds to 

believe that there has been a Material Adverse Change in the Customer’s 

creditworthiness. The credit reevaluation will be performed consistent with the credit 

evaluation outlined in Section 1, above. 

Any of the following would be deemed a Material Adverse Change in a Customer’s 

creditworthiness that would trigger a reevaluation:  

 A downgrade of any debt rating, issuer rating, or continued deterioration of EDF 

score; 

 An adverse change in the outlook of any debt rating or being placed on credit watch 

with negative implications; 

 A bankruptcy filing; 

 Insolvency or inability to pay debts as they become due; 

 Late payments to NorthWestern Energy; 

 Material deterioration to the financial measures in Section 1, above; 

 Not providing required financial statements to NorthWestern Energy; 



 Expiration, cancellation, or termination of credit support, if applicable, without 

NorthWestern Energy’s consent; 

 A judgment in a proceeding adversely affecting creditor’s rights; 

 The appointment of an administrator, liquidator, factor, receiver, custodian, or 

similar official; 

 Acquisition, merger, or other change in control or ownership of the Customer; or 

 A news article that indicates a potential decline in the financial condition of the 

customer. 

Upon the Customer’s request, NorthWestern Energy will provide a written explanation 

of the reasoning behind the credit reevaluation. 

C. Notice of Change to Collateral/Security Requirements 

NorthWestern Energy will provide written notice of any change to a Customer’s 

collateral/security requirements. 

1) If an existing Customer does not have security in place and the Customer’s 

creditworthiness has deteriorated, NorthWestern Energy will notify the Customer in 

writing that collateral/security is required.  

2) If an existing Customer has security in place and the Customer’s actual maximum 

monthly exposure for transmission service is different from the anticipated 

maximum monthly exposure: 

a) If the actual maximum monthly exposure is greater than anticipated, 

NorthWestern Energy will notify the Customer in writing of the amount of 

additional collateral/security that is required. 

b) If the actual maximum monthly exposure is less than anticipated, NorthWestern 

Energy will agree to reduce the amount of required collateral/security. 

4. Explanation of Credit Determination 

If NorthWestern Energy requests collateral/security, the Customer may submit a written request 

to NorthWestern Energy for a written explanation of the collateral/security determination. 

NorthWestern Energy will provide a written explanation to the Customer within 30 calendar 

days of receiving such written request.   



5. Contesting Credit Determinations 

After receiving NorthWestern Energy’s written explanation in Section 4, above, a Customer may 

contest NorthWestern Energy’s determination of the Customer’s creditworthiness or the 

collateral/security requirement by submitting to NorthWestern Energy a written explanation of 

its reasons for challenging the determination. Within 30 calendar days of receiving the 

Customer’s contest, NorthWestern Energy will provide a written response to the Customer. 

6. Posting New or Additional Collateral/Security 

If NorthWestern Energy requires an existing Customer to post new or additional 

collateral/security, the Customer must post the required collateral/security within five business 

days of receipt of the notice. Failure to post sufficient collateral/security within five business 

days will be deemed a default, as described in Section 7-A, below. 

The submission of a request for written explanation (Section 4) or a contest of a credit 

determination (Section 5) has no effect on the amount or timing of a Customer’s obligation to 

provide sufficient collateral/security, as requested by NorthWestern Energy. Failure to post 

sufficient collateral/security within the timeframe requested by NorthWestern Energy will be 

deemed a default. 

7. Customer Default, Suspension, and Termination of Service 

A. Customer Default 

A Customer will be in default if any of the following occur:  

1) Nonpayment, as described in Section 7.3 of the OATT; 

2) The Customer fails to post new or additional collateral/security as described in 

Section 6, above; 

3) A letter of credit is provided as collateral/security and the renewal of the letter of 

credit or replacement of collateral/security is not provided at least 45 calendar days 

prior to the letter of credit expiry date; or 

4) The issuer of a letter of credit fails to maintain a minimum credit rating of A3 with 

Moody’s or A- with Standard & Poor’s and replacement collateral/security is not 

provided within 30 calendar days of the downgrade of the issuer. 

B. Suspension of Service 

NorthWestern Energy may suspend transmission service if a Customer fails to cure a 

default within 30 calendar days after NorthWestern Energy’s notice to the Customer of 

the need to cure the default. NorthWestern Energy will provide at least 30 calendar 



days’ written notice to the Federal Energy Regulatory Commission before suspending 

transmission service. Any notices sent to the Customer and to the Commission pursuant 

to this section may be sent concurrently. 

The suspension of service will continue only for as long as the circumstances that 

entitled NorthWestern Energy to suspend service continue. A Customer is not obligated 

to pay for transmission service that is not provided as a result of a suspension of service. 

C. Termination of Service 

If service is suspended for 60 calendar days and the circumstances that entitled 

NorthWestern Energy to suspend service have not been cured, NorthWestern Energy 

may initiate a proceeding with the Federal Energy Regulatory Commission to terminate 

service. 


