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Public Service Commission
State of North Dakota

COMMISSIONERS

Bruce Hagen
President

Susan E. Wefald
Leo M. Reinbold

June 20, 2000

600 E Boulevard Ave. Dept. 408
Bismarck, North Dakota 58505-0480

e-mail: sab@oracle.psc.state.nd.us
TDD 800-366-6888

Fax 701-328-2410
Phone 701-328-2400

Executive Secretary
Jon H. Mielke

Jonathan S. Marashlian, Esq.
The Helein Law Group P C
8180 Greensboro Dr Ste 700
McLean VA 22102

RE: Case No. PU-1656-00-144
Touch America, Inc.
Local Exchange/Interexchange
Public Convenience & Necessity

Dear Mr. Marashlian:

Enclosed is a copy of the statement approved at the June 20, 2000 Public
Service Commission meeting for the expenses incurred to date in Case No. PU-
1656-00-144.

Under N.D.C.C. 49-21-01.7, these expenses are billed through the Valuation
Fund and must be paid for by the Telecommunications Company involved.

Please make your check payable to the Public Service Commission.

Sincerely,

Gloria Geiger
Administrative Assistant
701-328-2401
Enc.
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06/20/2000
Public Service Commission
Motion and statement for costs incurred
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DATE•

MOTION

June 20, 2000

Touch America, Inc.	 PU-1656-00-144
Local Exchange/Interexchange
PC&N

I move the Commission bill Touch America, Inc. in the total amount of

$151.70 for costs incurred to date in Case No. PU-1656-00-144, Touch America,

Inc., Local Exchange/Interexchange, PC&N.

ND Advertising Service, Inc. 	 $151.70



Subscribed and sworn to before me
this 12th day of June, 2000.

SANDRA L. SCOTT
Notary Public, STATE OF NORTH DAKOTA 	
My Commission Expires JUNE 11, 2004 Notary Public

STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Touch America, Inc.	 Case No. PU-1656-00-144
Local Exchange/Interexchange
Public Convenience & Necessity

AFFIDAVIT OF SERVICE BY CERTIFIED MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 12th day of
June, 2000, she deposited in the United States Mail, Bismarck, North Dakota, two
envelopes with certified postage, return receipt requested, fully prepaid, securely sealed
and each containing a photocopy of:

Order

The envelopes were addressed as follows:

Jonathan S Marashlian
The Helein Law Group P C
8180 Greensboro Dr
McLean VA 22102
Cert. No. 7099 3220 0002 8476 7558

Kemal Hawa
Swidler Berlin Shereff Friedman LLP
3000 K St NW Ste 300
Washington D C 20007-5116
Cert. No. 7099 3220 0002 8476 7565

Each address shown is the respective
office address.

addressee's last reasonably ascertainable post

SEAL

18 pu-1656-00-144	 Pages: 1

06/12/2000
Public Service Commission
Affidavit of Service by Certified Mail

CC: Comm Legal PUD (3)
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MOTION

June 8, 2000 

Touch America, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity 

Case No. PU-1656-00-144

I move the Commission adopt the Order and issue Certificates of Public

Convenience and Necessity to Touch America, Inc. to provide facilities-based local and

interexchange telecommunications services in North Dakota, Case No. PU-1656-00-

144.

sdh

000144-7

-------- -
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06/08/2000
Public Service Commission
Motion

Pages: 1
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Touch America, Inc.	 Case No. PU-1656-00-144
Local Exchange/Interexchange
Public Convenience and Necessity

ORDER

June 8, 2000

On March 31, 2000, Touch America, Inc. (Touch America), a Montana
corporation, filed an application for a certificate of public convenience and necessity to
provide facilities-based local and interexchange telecommunications services
throughout North Dakota.

On April 6, 2000, the Public Service Commission's Director of Accounting filed a
memorandum indicating that Touch America has the financial ability to provide
telecommunications service.

On April 12, 2000, the Commission issued a Notice of Opportunity for Hearing,
which provided until May 19, 2000 for receiving comments or hearing requests. No
requests for hearing were received. The notice indicated the following issues to be
considered in this matter:

1. Fitness and ability of the applicant to provide service.

2. Adequacy of the proposed service.

3. The technical, financial and managerial ability of the
applicant to provide service.

On April 20, 2000, the Rural Telephone Company Group filed comments
requesting that any order issued to grant the application include limitations to preserve
rural safeguard rights of rural telephone companies under Section 251 of the federal
Telecommunications Act of 1996.

Touch America is a wholly owned subsidiary of the Montana Power Company
and has been authorized to provide facilities-based telecommunications service in
several states. Touch America indicates that its management and key personnel have
extensive telecommunications operational experience and technical expertise. The
Commission finds Touch America is fit, able, and has the technical, financial and
managerial ability to provide service.

16 pu-1656-00-144	 Pages: 2

06/08/2000
Public Service Commission
Order •

CC: Comm Legal PUD (3)



	

Susan E. efald	 Bruce Hag

	

Commis loner	 Preside
Leo M. Reinbold
Commissioner

Touch America plans to offer facilities based interexchange services and
eventually local exchange services that may include wireless Local Multipoint
Distribution Service. Initially, Touch America intends to provide switched and dedicated
long distance services, travel card services, toll free services, ATM and frame relay
services, and Internet access services. The Commission finds Touch America's
proposed service is adequate.

In this Case, as in other cases in which statewide authority was requested, the
Commission will adhere to the precedent established in the AT&T certificate case, Case
No. PU-453-96-83. In AT&T, the Commission held that its determination of the public
interest with regard to the service territories of rural telephone companies is subject to
any future proceedings under Section 251(f)(1) or (2) of the Telecommunications Act of
1996 (47 U.S.C. §251(f)(1) or (2)). The Commission also held that granting the
certificate on a statewide basis is not a ruling that affects the rights of specific rural
telephone companies under 47 U.S.C. §251(f).

Order

The Commission Orders:

1. The application of Touch America, Inc. for certificates of public convenience and
necessity to provide competitive facilities-based local exchange and interexchange
services throughout North Dakota is GRANTED.

2. Granting Touch America certificates on a statewide basis does not affect the
rights of rural telephone companies under 47 U.S.C. §251(f).

3. Touch America's certificates of public convenience and necessity shall require
that it secure such approval from the local governing entity as required by state and
federal law prior to providing service in any local territory.

PUBLIC SERVICE COMMISSION

Case No. PU-2173-99-589
Notice of Opportunity for Hearing
Page 2
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STATE OF NORTH DAKOTA

Certificate of Public Convenience and Necessity

Certificate Number 4420

This is to certify that public convenience and necessity require, and

permission is granted for Touch America, Inc., a telecommunications

public utility, to provide statewide interexchange (toll) telecommunications

services, with facilities, in North Dakota.

This certificate is issued in Case No. PU-1656-00-144 and is

conditioned upon Touch America, Inc. securing the franchise or other

authority of the proper municipal or other public authority for the exercise

of these rights and privileges, and other conditions and limitations noted in

the Order dated June 8, 2000.

Bismarck, North Dakota, June 8, 2000.

ATTEST: PUBLIC SERVICE COMMISSION 

15 PU-1656-00-144
06/08/2000
Public Service Commission
Certificate No. 4420

Pages: 1 

CC: Comm Legal PUD (3)



xecutive Secretary

STATE OF NORTH DAKOTA

Certificate of Public Convenience and Necessity

Certificate Number 4421

This is to certify that public convenience and necessity require, and

permission is granted for Touch America, Inc., a telecommunications

public utility, to provide statewide local exchange telecommunications

services, with facilities, in North Dakota.

This certificate is issued in Case No. PU-1656-00-144 and is

conditioned upon Touch America, Inc. securing the franchise or other

authority of the proper municipal or other public authority for the exercise

of these rights and privileges, and other conditions and limitations noted in

the Order dated June 8, 2000.

Bismarck, North Dakota, June 8, 2000.

ATTEST: PUBLIC SERVICE COMMISSION 

14 PU-1656-00-144
06/08/2000
Public Service Commission
Certificate No. 4421  
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MAY 3 0 2000

NO PUBLIC SERVICE COMMISSION
EXECUTIVE SECRETARY

JThe Helein Law Group, P.C.
8180 Greensboro Drive
Suite 700
McLean, VA 22102

(703) 714-1300 (Telephone)
(703) 714-1330 (Facsimile)
mail@helein.com

Management Consulting Group
Global Telecompetition Consultants, Inc. (GTC)
(703) 714 . 1320 (Telephone)

Writer's Direct Dial Number Writer's E-mail Address

Telecommunications
E Commerce

Technology
Corporate & Finance

Trademarks
Proprietary Rights
Complex Litigation

General Business Law

Pages: 11

(703) 714-1313	 jmarashlian@helein.com
May 26, 2000

VIA OVERNIGHT DELIVERY

Jon Mielke
Executive Secretary
Public Service Commission
State Capitol
Bismarck, ND 58505-0480

Re: CASE No. PU-1656-00-144

Supplement to Touch America, Inc. Application for Certificate of
Registration to Provide Facilities-Based and Resold Local Exchange
and Interexchange Telecommunications Services in North Dakota

Dear Mr. Mielke:

Enclosed are an original and six copies of a Supplement to the Touch America,
Inc's ("Applicant") Application for a Certificate of Registration to Provide Facilities-
Based and Resold Local Exchange and Interexchange Telecommunications Services in
North Dakota. The Supplement was requested by the Commissioners at the North
Dakota Public Service Commission ("Commission") hearing held on Thursday, May 25,
2000.

The purpose of this Supplement is two-fold. First, to describe the Local
Multipoint Distribution Service ("I MDS") technology. Attached hereto at Exhibit A
is a brochure from Nortel Networks describing the Reunion TM LMDS product which
Touch America proposes to utilize for its LMDS system.

The second purpose is to affirm to the Commission that provisioning of local
exchange telephone services through LMDS technology does not result in local
exchange by-pass. Rather, local telephone service using  LMDS still requires either the

13 PU-1656-00-144
05/30/2000
Touch America, Inc.
Supplement to Application

CC: Comm Legal PUD (3)



athan S. Marashlian
egulatory Counsel

deployment of a local switch or interconnection with an incumbent exchange carrier to
obtain access to its local switch in order to receive dialtone. Touch America has no
plans to deploy a local switch in order to provide local telephone service using LMDS.
When Touch America provides local exchange services in North Dakota it will do so
pursuant to approved interconnection agreements with the appropriate incumbent local
exchange service providers.

An extra copy of the application is also enclosed. Please date-stamp it and
returned it in the postage-paid envelope provided. Please direct all questions and
correspondence regarding this application to me.

Sincerely,

Enclosures

HAJONATHAN\CLIENTS\TOUCHAM\APPS\NDAKOTA\SUPPLTR
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Reunion
The innovative, flexible and cost-effective

Broadband Wireless Access solution

NeRTEL
NETWORKS-

How the world shares ideas.
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The telecommunications industry is con-
fronting a whole new paradigm of demand,
competition, and opportunity.

Data traffic is pushing networks built for
voice to the limits of their capacity. In fact,
demand for data delivery of all kinds, includ-
ing high-bandwidth multimedia and fast
Internet connections, is growing ten times
faster than the demand for voice.

The urgent need for instantaneous and
ubiquitous access to mission-critical data is
occurring in a global economy that is often

expanding faster than ground can be broken
to lay wired networks.

A scalable solution that
creates real value for operators
Reunion is a point-to-multipoint (PMP)
system - also referred to as broadband
wireless access (BWA), local multipoint
distribution service (LMDS), or local
multipoint communication system (LMCS).
Point-to-multipoint systems are similar in
design to cellular or narrowband wireless
local loop systems, but offering bandwidth
connection ranges from 64 Kbps up to 155
Mbps - offering great flexibility in serving
local access markets. PMP employs a wireless
cell covering a specified geographical area
(typically a 2 to 5 km radius) to deliver
telecommunications services to subscribers
within that cell area.

In a market like this, imagine the impact of
multipurpose high-speed digital pipelines
that can flash voice and data around the
world faster than the eye can blink ... and
can be installed or relocated in mere hours

or days.

Nortel Networks* Reunion* broadband
wireless access network is just such a revo-
lutionary solution. Reunion gives you wire-
free 'last mile" access to your customers.
And in today's fast-paced business world,
that can be a serious advantage. You can
connect almost any customer to a full suite of
communications services in record time.

Our rich portfolio serves the needs
of your most demanding customers
While high-quality voice communication will
always be important, today's end users
need a much more comprehensive set of
features and advanced applications at their
fingertips.

Nortel Networks recognizes the
pressure these demands are placing on
telecommunications operators. We offer
dynamic solutions that meet the challenge
head on.

To provide consistency and congruence
with wired networks, Reunion architecture
is designed to support Asynchronous
Transfer Mode (ATM).

Voice over IP Corporate Video Services

Web TV ° Iriteractive Gaming 0 Video Streaming



The ATM cell structure allows for two-way
transmission of mixed media - such as voice,
data and video - with adaptive layering to
maximize the integrity of each medium.

A central component of Nortel Networks'
Unified Networks* vision, Reunion broad-
band wireless access helps both incumbent
network operators and new entrants to seize
the newest competitive edge in the local
market through adopting the latest point-
to-multipoint technology and innovations.
Reunion can give you the power to deploy
high-capacity, point-to-multipoint commu-
nications services in many existing and
emergent market spaces: big business,
e-commerce, home office, and vertical
markets such as medical and retail.

Doesn't that sound like the competitive
advantage you've been looking for?

LOWER ENTRY AND DEPLOYMENT COSTS

Reunion can get you started in business at
lower entry and deployment costs than
traditional wired access networks. You can
save with Reunion because there is no need
to spend on the capital cost and labor of
installing and distributing hard-wired
networks for access services.

FASTER AND EASIER DEPLOYMENT

Reunion systems can be deployed rapidly,
with minimal disruption to the community

and the environment. Reunion can give
you the flexibility to respond quickly to
developing markets, new marketplace
dynamics, existing market expansion, and
market deregulation opportunities - all of
which can help you enhance your return
on investment.

DEMAND-BASED BUILDOUT

Reunion's modular and scalable architecture,
built on open industry standards, ensures
that your services and coverage areas can
be easily expanded as customer demand
warrants. You can invest in direct relation
to revenue opportunities.

ECONOMICAL NETWORK MAINTENANCE,

MANAGEMENT, AND OPERATING COSTS

Economical ongoing costs are another
advantage of Reunion's advanced wireless
design. With fewer components to deploy
and manage, the network maintenance,
management, and operating costs can be
lower than hard-wired networks.

HIGH EFFICIENCY,

HIGH QUALITY, SERVICE DELIVERY

By utilizing ATM, Reunion offers the Quality
of Service (QoS) functionality needed for
voice operation, bundled with dedicated or
variable data and video services - helping
you maintain your competitive edge.

Reunion's network architecture
supports your business success
The Nortel Networks Reunion broadband
wireless access network has been designed to
help in the successful launch of your business
today, and the future network expansion
and growth of your business tomorrow.

Whether you are serving large corporations,
small- to medium-sized businesses,
telecommuters or tenants of multi-dwelling
units such as apartments, Reunions inherent
flexibility helps you tailor services customer
by customer and market by market.

Designed to be both modular and flexible,
Reunion can grow as you and your customers
grow. Network buildouts can be gradual,
minimizing capital investment in comparison
to wired networks. Reunion offers state-of-
the-art technology supporting as many as
16 sectors and hundreds to thousands of
customer premise equipment units per base
station complex.



THE POWER OF FOUR: OUAD-4

Designed with the future in mind, Reunion's
unique Quad-4 architecture exploits the
potential of four access technologies to
produce exceptional network flexibility and
efficiency. The advantage of Quad-4 is that
it gives you the ability to tailor and optimize
your network deployment. Quad-4 makes
FDMA, TDMA, ATM, and IP connections
possible - all from a single platform.

• FDMA provides efficiency in delivering
high volumes of data

• TDMA's greater spectrum and cost
efficiency is suited for low bandwidth
and sporadic voice and data needs

• ATM is an excellent solution for
multimedia applications and high
Quality of Service requirements

• IP is the technology of choice for
low-cost customer premise equipment
and end-user applications to help
penetrate the SOHO market.

The Nortel Networks Reunion portfolio
offers high-speed data, Internet and voice
services and video conferencing for your
customers. Reunion can be deployed to
handle bundled multimedia services or single
service solutions, allowing operators to capture
new market opportunities while protecting
the efficiency of the evolutionary path.

THREE MAJOR ELEMENTS OF

REUNION NETWORK ARCHITECTURE

• BASE STATION EQUIPMENT

The Reunion Base Station consists of a
flexible and rich network architecture which
gives operators control over network growth.
The Base Station, consisting of the Network
Node Equipment (NNE) and the Base
Station Transceiver (BTR), facilitates the
multiplexing, mapping, modulation, and
transmission of multimedia content to and
from the access market.

This state-of-the-art equipment, which
operates in a variety of downstream and
upstream frequencies between 2 GHz and
42 GHz, offers tremendous capacity. All of
this capacity and performance is packed into
a small footprint. In addition to supporting
this high capacity, Nortel Networks' Base
Station platform enables you to expand

TECHNOLOGY X 4 = FDMA + TDMA + ATM + IP
SERVICES X 4 = VOICE + DATA + VIDEO + INTERNET

capacity as you grow your business, allowing
you to match your capital investment with
customer revenue.

• CUSTOMER PREMISE EQUIPMENT

Nortel Networks recognizes all customers
are not the same. As a result, we have devel-
oped a comprehensive Customer Premise
Equipment (CPE) portfolio designed to
meet the varying needs of your customers.
A cost-effective integrated CPE helps you
meet the needs of the small- to medium-sized
customer, providing up to four El/TI and
10Base-T circuits utilizing either TDMA or
FDMA access technologies. A modular CPE,
expandable to accommodate future needs,
can be used to serve building sites with
multiple small to medium tenants as well as
larger, more bandwidth-intensive customers.

We also know your customers are not static
- that over time, their communications
requirements change and grow. Our answer
to this growth is a CPE that will allow you
to keep pace, without the need for costly
hardware upgrades. Nortel Networks' in-band
software management program enables
software upgrades to be delivered over the
air, allowing customers to use upgraded
capacity, new system and feature releases,
and other improvements quickly - without
any interruptions in service.

No matter what the size of your customers,
Nortel Networks Reunion CPE portfolio
helps you meet their needs.

• IMETWORK MANAGEMENT

The Reunion element management system
facilitates the operations, administration,
maintenance, and provisioningthe of 	 net-
work. Reunion uses,"FileNetwork
Management Protocol (SNMP) via in-band
signalling tuexchange information about the
network's performance. The management
system is comprised of two components -
the agent application and the management
application.

THE ADVAIMITAGES	 QUAD-6



• The agent application is a fully integrated
SNMP application that resides in all
elements of the network including the
base station, RE and CPE equipment.
This application provides for fault,
performance, and provisioning
management through in-band SNMP
signalling transactions.

• The management application is a single
GUI-based collection application operating
in conjunction with Hewlett Packard's
HP OPENVIEW network management
platform. The management application
monitors faults and network performance
and facilitates in-band provisioning
through SNMP signalling.

The network management system allows
your technicians to view the entire access
network from a single location, providing
end-to-end visibility and provisioning of the
access network. The operator can provision
and optimize a network from the cell level
to the service level within each CPE through
a single network management terminal.

A complete network solution
from an industry leader
Nortel Networks' global strength and tech-
nology leadership stand behind the Reunion
broadband wireless access system. Nortel
Networks is uniquely positioned to provide
a fully integrated end-to-end network -
complete with the exceptional technical
support and services required for a successful
turnkey network deployment.

POINT-TO-MULTIPOINT

BUSINESS CASE DEVELOPMENT

With a proper business case you can easily
determine whether point-to-muitipoint is
the right access choice for you. Nortel
Networks broadband wireless access has
dedicated resources available to assist you
in developing a business case that profiles
your specific opportunity.

RF PLANNING AND DESIGN

Nortel Networks' trained and experienced RF
network design staff can work with you to
determine coverage and service availability
requirements. The planning process utilizes
sophisticated software that evaluates envi-
ronmental factors in the coverage area, effects
of weather, and propagation predictions
based upon industry accepted models.

INSTALLATION AND COMMISSIONING

Nortel Networks can install your cell site
equipment using qualified teams of trained
installation technicians. Commissioning,
programming, testing, and cutover activities
associated with launching your network into
service can be provided - allowing you to
get information service quickly and easily.

PROJECT MANAGEMENT

Nortel Networks maintains dedicated
resources to support and direct our cus-
tomers network deployment. These resources
can help you manage all activities related
to project co-ordination, delivery, installation,
commissioning, and network integration.

END-TO-END NETWORK DESIGN

Nortel Networks is an industry leader in
voice and ATM switching, with extensive
experience in transport, enterprise, and
wireless networks. Combined with our
point-to-multipoint expertise, Nortel
Networks can create an end-to-end solution
tailored to your needs.

TECHNICAL AND FIELD SERVICE

Nortel Networks provides a 24-hour,
365-days-per-year call-in service to its
Reunion customers. Should any problem
arise with the operation of a network,
you'll have access to a skilled technician
when you need it.

Reunion offers an entrée to the rich oppor-
tunities that are waiting to be tapped by
new multimedia operators. Reunion can
give you the power to respond rapidly to
new opportunities, to capture growth
markets, and to deliver bundled services
your customers request.

Reunion - Success in the last mile
For more information, call your Nortel
Networks representative today at the location
nearest you. Or visit our web site at
http://www.nortelnetworks.com and
http://www.nortelnetwotics.corn/wireless/bwa/



NORTEL
NETWORKS-

How the world shares ideas.

Corporate Headquarters

Nortel Networks

8200 Dixie Road, Suite 100

Brampton, Ontario

Canada L6T 5P6

Tel: (1) 800 466 7835

North America

Nortel Networks

Broadband Wireless Access

19111 North Dallas Parkway

Suite 200

Dallas, TX

USA 75248

Tel: (1) 972 362 8000

Caribbean and Latin America

Nortel Networks

1500 Concord Terrace

Sunrise, FL 33323

Tel: (1) 954 851 4000

Europe and Africa

Nortel Networks

Broadband Wireless Access

Maidenhead Office Park

Westacott Way, Maidenhead

Berkshire, SL6 3QH, UK

Tel: (44) 0 1628 438060

Southeast Asia

Nortel Networks

151 Lorong Chuan #02-01

New Tech Park

Singapore 556741

Tel: (65) 287 2877

Greater China

Nortel Networks

27/F City Plaza One

1111 King's Road

Quarry Bay, Hong Kong

Tel: (852) 2100 2888

Internet Address

http llwww.nortelnetworks.com

* The Globemark design, How the worki thaws Ideas Nortel Networks, the Nortel Networks corporate logo, Reunion and Unified Networks are trademarks of Northern Telecom.
All other product and brand names are trademarks or registered trademarks of their respective owners.

03 1999 Northern Telecom. All rights reserved. Information in this document is subject to change without notice.
Nortel Networks assumes no responsibility for errors that might appear in this document.

1-800-4NORTEL (North America)
Document No. 56161.06/01-99
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INFORMAL AGENDA

May 25, 2000

PU-1716-00-30

PU-2245-00-94

PU-2249-00-116

PU-2212-00-120

PU-1656-00-144

PU-401-00-204

PU-400-00-217

PU-401-00-228

Qwest Communications Corporation
Local Exchange PC&N
Application

Arrival Communications, Inc.
Local Exchange
Public Convenience and Necessity

Maxcess, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Universal Access, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Touch America, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Otter Tail Power Company
Imation Corporation Service Agreement
Approval

Northern States Power Company
Customer Energy Buyback Service
Tariff

Otter Tail Power Company
Released Energy Tariff
Approval

12 PU-1656-00-144
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Subscribe nd sworn to before me this 	 day of A .D.

State of North Dakota )

County of Burleigh	 )

Affidavit of Pula ripR 
MAY 1 0 2000

ND PUBLIC SERVICE COMMISSION'
EXECUTIVE SECRETARY 

J

, being duly sworn, state as follows:

1. I am the designated agent, under the provisions and for the purposes of, Section 31-04-06,
NDCC, for the newspapers listed on the attached exhibits.

2. The newspapers listed on the exhibits published the advertisement of:

Cf-C	 I	 liCh 
as required by law or ordina ce. 

, 	 time(s) 

3. All of the listed newspapers are legal newspapers in the State of North Dakota and, under the
provisions of Section 46-05-01, NDCC, are qualified to publish any public notice or any matter
required i law or ordinance o beTrinteckfri-013 DIished in a newspaper in North Dakota.

Signed:

.
************* ********* ******** ******

LAURIE SCHAFFER
INotary Public, STATE OF NORTH DAKOTA
; My Commission Expires DEC. 1 , 2005
; **** *** *** ***** ************************

13 PU-2257-00-138	 Pages: 11
05/10/2000
North Dakota Advertising Service, Inc.
Affidavit of Publication

CC: Comm Legal Illona Jerry .

11 PU-1656-00-144	 Pages: 11
05/10/2000
North Dakota Advertising Service, Inc.
Affidavit of Publication

CC: Comm Legal PUD (3)
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LAW OFFICES OF

PRINGLE & HERIGSTAD, P.C.
ROGER 0. HERIGSTAD

MARK F. PURDY

JAN M. SEBBY

DONALD A. NEGAARD

JAMES E. NOSTDAHL

JOHN J. PETRIK

CAROL K. LARSON

DAVID J. HOGUE

REED A. SODERSTROM

April 19, 2000

BREMER BANK BUILDING
20 SW 1ST STREET

POST OFFICE BOX 1000
MINOT, NORTH DAKOTA 58702

(701) 852-0381
FAX (701) 857-1361

E-mail: pringle@ndak.net

MARK R. HAYS

DONALD T. CAMPBELL

MICHAEL A. BOSH

BRENT M. OLSON

DENISE C. HAYS

OF COUNSEL
HERBERT L. MESCHKE

RETIRED

HOMAS A. WENTZ

ND PUBLIC SERVICE COMMISSION
EXECUTIVE SECRETARY 

Jon Mielke, Executive Secretary
Public Service Commission
600 E. Boulevard Ave.
Bismarck, ND 58505-0480

CONCENTRIC CARRIER SERVICES, INC. - CASE NO. PU-2257-00-138
TOUCH AMERICA, INC. - CASE NO. PU-1656-00-144

On behalf of the "Rural Telephone Company Group," we file the enclosed comments
(original plus seven copies) regarding the applications for a certificate of public
convenience and necessity to provide facilities based local telecommunications services
"throughout North Dakota" filed by Concentric Carrier Services, Inc. and Touch America,
Inc.

Very truly yours,

k_ZArN
ichael A. Bosh

& Herigstad, P.C.

jb
encs.

10 PU-1656-00-144	 Pages: 1
04/20/2000
Rural Telephone Company Group by Michael Bc
Cover letter re filing

CC: Comm Legal PUD (3)

11 PU-2257-00-138	 Pages: 1

04/20/2000
Rural Telephone Company Group by Michael Bc

Cover letter re filing

CC: Comm Legal Mona Jerry .



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Concentric Carrier Services, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Touch America, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Case No. PU-2257-00-138

Case No. PU-1656-00-144

COMMENTS
OF

RURAL TELEPHONE COMPANY GROUP

The Rural Telephone Company Group (RTCG) is a group of telecommunications
carriers, each of which is an "incumbent local exchange carrier" and a "rural telephone
company" under the federal Telecommunications Act of 1996 (the Act) and each has legal
interests in these cases under the Act.

The Rural Telephone Company Group includes:

BEK Communications Cooperative and BEK Communications I Inc.
Consolidated Telcom
Dakota Central Telecommunications Cooperative and Dakota Central Telecom I
Dickey Rural Telephone Cooperative and Dickey Rural Communications, Inc.
Inter-Community Telephone Company and Inter-Community Telephone Company II
Midstate Telephone Company and Midstate Communications, Inc.
North Dakota Telephone Company
Northwest Communications Cooperative
Polar Communications Mutual Aid Corporation and Polar Telecommunications, Inc.
Red River Rural Telephone Association and Red River Telecom, Inc.
Reservation Telephone Cooperative
SRT Communications, Inc.
United Telephone Mutual Aid Corporation and Turtle Mountain Communications
West River Telecommunications Cooperative

19 PU-1656-00-144	 Pages: 3

04/20/2000
Rural Telephone Company Group by Michael Bc

Comments.

CC: Comm Legal PUD (3)

10 PU-2257-00-138	 Pages: 3
04/20/2000
Rural Telephone Company Group by Michael Bc
Comments

CC: Comm Legal !Ilona Jerry .



In PSC Case No. PU-453-96-83, AT&T applied for and was granted a certificate of
public convenience and necessity to provide local telecommunications service throughout
the State of North Dakota, subject to limitations in the Commission's Order:

"8. Public convenience and necessity requires the granting of a statewide
certificate to AT&T to provide local service. However, the Commission's
determination of the public interest with regard to the service territories of
rural telephone companies is subject to any future proceedings under
§251(f)(1) or (2) of the Act.

9. Granting AT&T's application for a statewide certificate is not a ruling that
affects the rights of specific rural telephone company pursuant to 447 U.S.C.
§251(f)."

In PSC Case No. PU-987-96-390, Sprint applied for and was granted a certificate
of public convenience and necessity to provide local telecommunications service
throughout the State of North Dakota, subject to limitations based on the precedent
established in the AT&T case:

"One issue which has been addressed in other Certificate of Public
Convenience and Necessity cases was raised by the intervener, NDATC.
This issue concerns rural telephone companies and what effect the grant of
a certificate would have on them. NDATC identified its interest in this
proceeding, and the interests of its members, as a concern that the grant of
a certificate of public convenience and necessity not defeat the rural
protections provided by the Telecommunications Act of 1996.

The Commission agrees with NDATC that the question is important
and must be addressed. This issue will apply to all certificate requests
affecting any service area of any rural telephone company in North Dakota.
It is the opinion of the Commission that in all such cases, any determination
of public interest is subject to future proceedings regarding rural protections
or exemptions.

In the instant case the Commission will adhere to the precedent
established in the AT&T certificate case, Docket No. PU-453-96-83, on this
issue. In AT&T, the Commission held that its determination of the public
interest with regard to the service territories of rural telephone companies is
subject to any future proceedings under Section 251(0(1) or (2) of the
Telecommunications Act of 1996 (47 U.S.C. §251(f)(1) or (2)). The
Commission also held that granting the certificate on a statewide basis is not
a ruling that affects the rights of specific rural telephone companies under
47 U.S.C. §251(f). Both Sprint and NDATC agree that the qualifications

2



expressed in the AT&T case appropriately apply to Sprint's request for a
statewide certificate of public convenience and necessity. The inclusion of
these conditions satisfies NDATC's concerns, and is not objectionable to
Sprint."

The AT&T precedent has been cited at least one time following the Sprint case, in
Case No. PU-1693-97-269, where a statewide certificate was granted to Eclipse
Communications Corp (a subsidiary of Western Wireless Corporation), subject to the rights
of rural telephone companies under 47 U.S.C. 251(f).

In reliance on the precedent established by the Commission in the AT&T, Sprint and
Eclipse/Western Wireless cases, the RTCG does not request intervention and does not
request a hearing on the pending applications. The RTCG does request that any order
issued to grant the pending applications should include limitations substantially the same
as those in the AT&T, Sprint and Eclipse/Western Wireless cases, to preserve the "rural
safeguard" rights of rural telephone companies under 47 U.S.C. 251(f).

Dated this 19th day of April, 2000.

PRING E & HERIGSTAD, P.C.

By ■ (Ar■fo...().1\, gDi�k 
M' hael A. Bosh (ND #5313)

A o eys for RTCG
Bremer Bank Bldg., 2nd Floor
20 - 1st Street SW
P.O. Box 1000
Minot, ND 58702-1000

CERTIFICATE OF SERVICE

A true and correct copy of the foregoing Comments of Rural Telephone Company
Group was, on the 19th day of April, 2000, mailed to:

Kemal M. Hawa
SWINDLER, BERLIN LAW FIRM
3000 K Street NW, Suite 300
Washington, DC 20007-5116

Jonathon S. Marashlian
HELEIN LAW GROUP P.C.
8180 Greensboro Drive
McLean, VA 22102

Jr\c,,0 &14-\ 
ichael A. Bosh
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Touch America, Inc.	 Case No. PU-1656-00-144
Local Exchange/Interexchange
Public Convenience & Necessity

AFFIDAVIT OF SERVICE BY CERTIFIED MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 6th day of
April, 2000, she deposited in the United States Mail, Bismarck, North Dakota, one
envelope with certified postage, return receipt requested, fully prepaid, securely sealed
and each containing a photocopy of:

Staff Financial Memo

The envelope was addressed as follows:

Jonathan S Marashlian
The Helein Law Group P C
8180 Greensboro Dr
McLean VA 22102
Cert. No. Z324 719 683

Each address shown is the respective addressee's last reasonably ascertainable post
office address.

Subscribed and sworn to before me
this 6th day of April, 2000.

Notary Public
SEAL

SANDRA L. SCOTT
Notary Public, STATE OF NORTH DAKOTA
My Commission Expires JUNE 11, 2004

8 PU-1656-00-144	 Pages: 1
04/06/2000
Public Service Commission
Affidavit of Service by Certified Mail

CC: Comm Legal PUD (3)



Memora E 0 W EB

APR - 6 2000

Public Service Commission
State of North Dakota

COMMISSIONERS

To:	 Jon Mielke
Bruce Hagen

President
Susan E. Wefald From: Mike Diller
Leo M. Reinbold

Date: April 6, 2000

Re:	 Touch America, Inc.
Local Exchange / Interexchange PC&N Application
Case No. PU-1656-00-144

3 Boulevard Ave. Dept. 408
North Dakota 58505-0480
sab@oracle.psc.state.nd.us

TDD 800-366-6888
Fax 701-328-2410

Phone 701-328-2400

Executive Secretary
Jon H. Mielke

ND PUBLIC SERVICE COMMISSION
EXECUTIVE SECRETARY

The following is written to provide the commission with a very limited
review of this case regarding the Applicant's financial ability to
serve.

Touch America, Inc. is a wholly-owned subsidiary of a publicly
traded corporation, the Montana Power Company (MPC). Staff
reviewed the financial statements of MPC as provided by the
applicant for the year ended 1999 noting a reported common equity
of more than $1 billion. Staff concludes that Touch America, Inc.
through its parent company has sufficient equity to provide service
in North Dakota.

The Telecommunications Act of 1996 established a national policy
to create a competitive environment for telephone service. Touch
America, Inc. is one of many companies responding to the act.

Staff sees no reason to deny Touch America's application.

In accordance with the Commission's wishes, staff will serve this
document on the applicant.

7 PU-1656-00-144	 Pages: 1
04/06/2000
Public Service Commission
Staff Financial Memo

CC: Comm Legal PUD (3)



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Concentric Carrier Services, Inc.
Local Exchange/Interexchange
Public Convenience & Necessity

Touch America, Inc.
Local Exchange/Interexchange
Public Convenience & Necessity

Case No. PU-2257-00-138

Case No. PU-1656-00-144

AFFIDAVIT OF SERVICE BY CERTIFIED MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 13th day of
April, 2000, she deposited in the United States Mail, Bismarck, North Dakota, two
envelopes with certified postage, return receipt requested, fully prepaid, securely sealed
and each containing a photocopy of:

Notice of Opportunity for Hearing

The envelopes were addressed as follows:

Jonathan S Marashlian
The Helein Law Group P C
8180 Greensboro Dr
McLean VA 22102
Cert. No. Z324 719 657

Kemal Hawa
Swidler Berlin Shereff Friedman LLP
3000 K St NW Ste 300
Washington D C 20007-5116
Cert. No. Z324 719 658

Each address shown is the respective addressee's last reasonably ascertainable post
office address.

Subscribed and sworn to before me
this 13th day of April, 2000.

SEAL

I
'u

Notary PublicSAN	 OF
DRA L. SCOTT KOTADA

No
tsiV Public, PATE NORTH

My Commission EXpif08 
JUNE 11, 2004

6 PU-1656-00-144
04/14/2000
Public Service Commission
Affidavit of Service by Certified Mail

Pages: 1

CC: Comm Legal PUD (3)



Subscribed and sworn to before me
this 14th day of April, 2000.

SANDRA L. SCOTT -44
Notary Public. STATE OF NORTH DAKOTA
My Commission Expires JUNE 11.2004

SEAL

Notary Public

STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Concentric Carrier Services, Inc.
Local Exchange/lnterexchange
Public Convenience & Necessity

Touch America, Inc.
Local Exchange/Interexchange
Public Convenience & Necessity

Case No. PU-2257-00-138

Case No. PU-1656-00-144

AFFIDAVIT OF SERVICE BY ORDINARY MAIL OR E-MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 14th day of
April, 2000, she deposited in the United States Mail, Bismarck, North Dakota,
envelopes by first class mail, fully prepaid, securely sealed, each containing a
photocopy of:

Notice of Opportunity for Hearing

The envelopes were addressed as follows:

See Attached List

Each address shown is the respective addressee's last reasonably ascertainable post
office address.

5 PU-1656-00-144	 Pages: 13
04/14/2000
Public Service Commission
Affidavit of Service by Ordinary Mail or E-Mail

CC: Comm Legal PUD (3)
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donlee@martin-associates.com
Don Lee
81 Grand St
New York NY 10013

jlchapman@acomminc.com

Jerry Chapman
Acomm Inc
510 1st Ave N Ste 203
Minneapolis MN 55403-0343

jtmgr@bektel.com

Jerome Tishmack
BEK Communications Cooperative
PO Box 230
Steele ND 58482-0230

ken@staff.ctctel.com
L Dan wilhelmson
Consolidated Comm Networks Inc
PO Box 1077
Dickinson ND 58601-1077

ken@staff.ctctel.com

L Dan wilhelmson
Consolidated Telephone Cooperative
PO Box 1077
Dickinson ND 58601-1077

nschmid@acginc.net

Neil Schmid
FirsTel Inc
5710 LBJ Frwy Ste 215
Dallas TX 75240

cooperstown@m1gc.com

Ray Brown
Griggs County Telephone Company
Cooperstown ND 58425

nlarsen@nvc	 t
Clint Hanson
Accent Communications Inc
235 E 1st Ave
Groton SD 57445

smassey@bepc.com

Sheryl Massey
Basin Electric Power Coop
1717 E Interstate Ave
Bismarck ND 58501-0564

jtmgr@bektel.com

Jerome Tishmack
BEK Communications I Inc
PO Box 230
Steele ND 58482-0230

ken@staff.ctctel.com

L Dan wilhelmson
Consolidated Telcom Inc
PO Box 1077
Dickinson ND 58601-1077

drtc@drservices.com

Roger L Johnson
Dickey Rural Telephone Cooperative
PO Box 69
Ellendale ND 58436-0069

meredith.gifford@gecapital.com

Meredith Gifford
GE Capital Comm Services Corp
6540 Powers Ferry Rd
Atlanta GA 30339

rlaqua@rrv.net

Ronald Laqua
Halstad Telephone Company
PO Box 55
Halstad MN 56548-0055

hold@texas.net

Dana Wilson
Home Owners Long Distance Inc
8647 wurzbach Rd #M-1
San Antonio TX 78240-1245

dclark@hq.idt.net

Diane Clark
IDT Corporation
190 Main St
Hackensack NJ 07601



kander@ictc.com
Keith Anderson
Inter-Community Telephone Co
PO Box 8
Nome ND 58062-0008

itci@means.net
Bruce Reuber
Interstate Telcom Consulting Inc
130 Birch Ave W
Hector MN 55342-0668

michel.murray@mci.com
Michel Murray
MCI WorldCom Inc
707 17th St Ste 3600
Denver CO 80202

john_sullivan@cable.comcast.com

John Sullivan
McLeodUSA

amy.ibiskft.g.com
Amy Ibis
McLeodUSA
140 North Phillips Ave Ste 404
Sioux Falls SD 57104-6711

sbunn@m1gc.com

Shelie Bunn
Moore & Liberty Telephone Co
Enderlin ND 58027

dhill@ndarec.com

Dennis Hill
ND Assn Rural Electric Coops
PO Box 727
Mandan ND 58554-0727

kander@ictc	 n
Keith Anderson
Inter-Community Telephone Co. II
PO Box 8
Nome ND 58062-0008

skat@means.net

Steven Katka
Loretel Systems Inc
13 E 4th Ave
Ada MN 56510

skillebrew@deltacom.com

Sharon Killebrew
McLeodUSA

whaas@mcleodusa.com

William Haas
McLeodUSA
P 0 Box 3177
Cedar Rapids IA 52406-3547

gerrya@midrivers.com

Gerry Anderson
Mid-Rivers Telephone Coop Inc
PO Box 280
Circle MT 59215-0280

hfuglest@ndarec.com

Harlan Fugelsten
ND Assn Rural Electric Coops
PO Box 727
Mandan ND 58554-0727

pschaner@ndarec.com

Patti Schaner
ND Assn Rural Electric Coops
PO Box 727
Mandan ND 58554-0727

lclemens@nft.net
	

rer@norlight.com

Larry Clemens
	

Robert E Rogers
Noonan Farmers Tele Co
	

NorLight Inc

Noonan ND 58765
	

275 N Corporate Dr
Brookfield WI 53045



cajuul@norstan.com

Cathy Juul
Norstan Network Services Inc
P 0 Box 5715
Minnetonka MN 5534333-57

klund@nccray.com

Kenneth Lund
Northwest Communications Corp
P0 Box 38
Ray ND 58849-0038

jram@erols.com

John Ramsey
Parcel Consultants Inc
150 Commerce Rd
Cedar Grove NJ 07009

ddunning@polarcomm.com

David Dunning
Polar Telcom Inc
PO Box 270
Park River ND 58270-0270

pagndta@bti	 e.com
Patricia Gisinger
North Dakota Telephone Assoc
PO Box 2614
Bismarck ND 58502-2614

royce@restel.net

Royce Aslakson
Parcel Consultants Inc
150 Commerce Rd
Cedar Grove NJ 07009

ddunning@polarcomm.com

David Dunning
Polar Commun Mut Aid Corp
PO Box 270
Park River ND 58270-0270

ddunning@polarcomm.com

David Dunning
Polar Telecommunications Inc
PO Box T
Park River ND 58270

jvonduyke@phoneforall.com

Jeff Walker
Preferred Carrier Services Inc
14681 Midway Rd Ste 105
Dallas TX 75244

protel@citilink.com

Scott Lee
Protel Advantage Inc
1144 Larpenteur Ave W
St Paul MN 55113-6317

pam@tnics.com
Pamela Harrington
RC Communications Inc
PO Box 197
New Effington SD 57255-0197

ardondoran@rrt.net

Ardon Doran
Red River Rural Tele Assoc
PO Box 136
Abercrombie ND 58001

ardondoran@rrt.net
	

jdbtbb@ndak.net

Ardon Doran
	

Jan Boschee
Red River Telecom Inc
	

Reservation Telephone Cooperative

PO Box 136
	

Parshall ND 58770
Abercrombie ND 58001-0136

mbrestel@ndak.net
	

pam@tnics.com

Marcia Burckhard
	

Pamela Harrington
Reservation Telephone Cooperative
	

Roberts Cty Tele Coop Assoc

Parshall ND 58770
	

New Effington SD 57255



maryg@uslink.net

Mary Goodman
U S Link Inc
200 2nd St
Pequot Lakes MN 56472

lahall@usgs.gov

Lenora Hall
U S Geological Survey

warrenlh@srttel.com

warren Hight
Souris River Tele Coop
PO Box 2027
Minot ND 58702-2027

stevedl@srttel.com
Steve Lysne
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

lynnan@srttel.com

Lynn Nelson
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

davidrs@srttel.com
David Smith
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

mdickers@state.nd.us

Marcy Dickerson
State Tax Department
State Capitol
Bismarck ND 58505

suelh@srtte" am
Sue Hamilton
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

christm@srttel.com

Chris Morsefield
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

johnar@srttel.com

John Reiser
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

kimrw@srttel.com

Kim weydahl
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

grndelec@iw.net
Darrell Henderson
Stateline Telecomm Inc
PO Box 39
Bison SD 57620-0039

clarson@telegroup.com
	

bgreene@magicnet.net

Caroline Larson
	

Barbara Greene
Telegroup Inc
	 Telephone Co of Central Florida Inc

2098 Nutmeg Ave
	

3599 W Lake Mary Blvd Ste E

Fairfield IA 52556
	

Lake Mary FL 32746-3417

thomasc@totaltel.com
	

bpipkin@touchl.com

Tom Carroll
	

Leigh Ann Wooten
TotalTel Inc
	

Touch 1 Long Distance Inc

150 Clove Rd 8th Fl
	

100 Brookwood Rd

Little Falls NJ 07424
	

Atmore AL 36502



kjvannin@usgs.gov

K Vannin
U S Geological Survey

tkunkle@uswest.com

Timothy Kunkleman
U S WEST

1801 California St Rm 4630
Denver CO 80202

jmunn@uswest.com

John Munn
U S WEST Communications Inc
1801 California Rm 5100
Denver CO 80202

sschwan@uswest.com
Suzy Schwandt
U S WEST Communications, Inc.
P 0 Box 5508
Bismarck ND 58502-5508

agallentine@usagl.com
Abbe McDonald-Gallentine
USA Global Link Inc
50 N 3rd St
Fairfield IA 52556

tsusak@vocall.com

Tony Susak
VoCall Communications Corp
284 Sheffield St
Mountainside NJ 07092

pihland@means.net

Paul Ihland
Wolverton Telephone Company
Wolverton MN 56594

afranklin@u	 outh.net
Anne Franklin
U S South Communications Inc
250 williams St Ste 2360
Atlanta GA 30303

smacint@uswest.com

Scott Macintosh
U S WEST Communications Inc
PO Box 5508
Bismarck ND 58502-5508

saberry@uswest.com

Sharon Berry
U S WEST Communications Inc
409 1st Ave N
Fargo ND 58102-4802

johng@unidial.com

John Greive
UniDial Communications Inc
1901 Eastpoint Pkwy
Louisville KY 40223

kander@ictc.com
Keith Anderson
valley Communications Inc
P 0 Box 8
Nome ND 58062

bonniek@westriv.com

Bonnie Krause
west River Telecomm Coop
PO Box 467
Hazen ND 58545-0467



Neil Talbot
	

Myer Shari

81 Grand St
	

2277 Gene Autry Trail unit C

New York NY 10013
	

Palm Springs CA 92264

Myer Shark
	

Myer Shark

2277 Gene Autry Tr Unit C
	

Knollwood Place Apts #221

Palm Springs CA 92264
	

3630 Phillips Pkwy
St Louis Park MN 55426

Ann Faught
Absaraka Co-op Tele Co
	

ACN Communications Services Inc

Absaraka ND 58002
	

32991 Hamilton Ct
Farmington Hills MI 48334

Mark Wai nd
	

John Summers

Altru Health System
	

AmeriTel Pay Phones Inc

1200 South Columbia Rd
	

180 Northwest Oldham Pkwy

Grand Forks ND 58201
	

Lee's Summit MO 64081

Arch Paging
11437 valley View Rd
Eden Prairie MN 55344

Jack Medaris
Atlas Communications LTD
484 Norristown Rd Ste 123
Blue Bell PA 19422

Bethany Management Services Inc
201 South University Dr
Fargo ND 58103

Rachel Rothstein
Cable & wireless Comm Inc
8219 Leesburg Pike
Vienna VA 22182

Choctaw Communications Inc
8400 S Gessner
Houston TX 77074

Comcast Telecommunications
1500 Market St
Philadelphia PA 19102

Leeann Brunnette
AT&T
321 E Walnut St
Des Moines IA 50309

Dorothy Jones
Bell Atlantic Communications Inc
1320 N Courthouse Rd 9th Fl
Arlington VA 22201

Jennifer Whitley
Business Discount Plan Inc
3780 Kilroy Arpt wy
Long Beach CA 90806

Scott Geston
Cable one of Fargo
P 0 Box 10624
Fargo ND 58106-0624

Robert Fallan
Coast International
14303 W 95th St
Lenexa KS 66215-5210

Molli Harper
Commnet Cellular Inc
8350 E Crescent Pkwy Ste 400
Englewood CO 80111



Murray Barr
Competitive Strategies Group Inc
70 East Lake st 7th Fl
Chicago IL 80112

D D D Calling Inc
5120 Woodway Ste 8020
Houston TX 77056

Robert Hill
Dakota Central Telecom I
PO Box 299
Carrington ND 58421-0299

Dickey Rural Communications Inc
PO Box 69
Ellendale ND 58436-0069

Easton Telecom Services Inc
4646 W Streetsboro
Richfield OH 44286

Excel Communications Inc
P 0 Box 650582
Dallas TX 75265

Lawrence Freedman
Fleischman & Walsh
1400 16th ST NW
Washington DC 20036

Ronald Rodemerk
Frontier Comm International
180 S Clinton Ave
Rochester NY 14646-0500

Lucille Nilson
Griggs County Telephone Company
Cooperstown ND 58425

Elaine MO e
Concert Communications Sales LLC
295 N Maple Ave Rm 5463A2
Basking Ridge NJ 07920

Robert Hill
Dakota Central Tele Coop
PO Box 299
Carrington ND 58421-0299

Darcy Delaney
DavelTel Inc
10120 windhorst Rd
Tampa FL 33619

DSLnet Communications LLC
545 Long Wharf Dr
New Haven CT 06511

Eclipse Communications Corp
2001 NW Sammamish Rd #100
Issaquah WA 98027

Sue Weiske
FirsTel Inc
5710 LBJ Frwy Ste 215
Dallas TX 75240

Framco Inc
P 0 Box 388
Fargo ND 58107

Craig Brewerton
Geo Economics
PO Box 4272
Missoula MT 59806-4272

Group Long Distance Inc
6600 N Andrews Ave Ste 140
Ft Lauderdale FL 33309

HJN Telecom Inc
	

IdeaOne Telecom Group LLC
3235 Satellite Blvd Bldg 400 Ste 300
	

3239 39th St Sw
Duluth GA 30096
	

Fargo ND 58104



Innovative Telecom Corp
1740 Massachusetts Ave
Boxborough MA 01719-2209

Larry Barnes
IXC/SSC-Regulatory Affairs
1122 S Capital of Tx Hwy
Austin TX 78746-6426

LCI International Telecom Corp
4650 Lakehurst Ct
Dublin OH 43017

Level 3 Communications LLC
3555 Farnam St
Omaha NE 68131

Randy valoue
Long Distance International Inc
4150 SW 28th way
Ft Lauderdale FL 33312

MClmetro Access Transmission Services
1801 Pennsylvania Ave NW
Washington DC 20006

Carolyn Fodor
MIDCOM Communications Inc
26913 Northwestern Hwy #165
Southfield MI 48034

Nanette a .rds
ITC DELTACOM INC
4092 Memorial Pkwy SW
Huntsville AL 35802-1382

Thomas K Crowe
Law Offices of Thomas K Crowe PC
2300 M St Nw Ste 800
washington DC 20037

LDM Systems Inc
430 Park Ave 5th Fl
New York NY 10022

Jan Lowe
Long Dist Consolidated Billing Co
145 S Livernois Rd #199
Rochester MI 48307-1837

Marilyn Foss
MCI worldCom Inc
707 17th St Ste 3600
Denver CO 80202

McLeodUSA
P 0 Box 3177
Cedar Rapids IA 52406-3177

midcontinent Communications
410 South Phillips Ave
Sioux Falls SD 57104

Gordon Wilhelmi
Midstate Communications Inc
PO Box 400
Stanley ND 58784-0400

Minnesota Independent Equal Access
Corp
10300 6th Avenue N
Plymouth MN 55441

MVX Communications LLC
100 Rowland Way Ste 145
Novato CA 94945

Mid-Rivers Telephone Coop Inc
P 0 Box 280
Circle MT 59215

Mark Wilhelmi
Midstate Telephone Co
PO Box 400
Stanley ND 58784-0400

Mike Strand
MITS
PO Box 5237
Helena MT 59604-5237



Dave Crothers
NDATC
Box 1144
Mandan ND 58554-1144

Sharon Meinhart
NetLogix Telecom Inc
501 Bath St
Santa Barbara CA 93101

Nextel West Corp
2001 Edmund Halley Dr
Reston VA 20191-3436

Holly Sasscer
Operator Communications Inc
3530 Forest Ln Ste 200
Dallas TX 75234-7910

Pamcomm
P 0 Box 5200
Sioux Falls SD 57117-5200

David Bryson
Phoenix Network Inc
555 17th St
Denver CO 80202

Richard Tt nson
Nemont Telephone Cooperative Inc
Scobey MT 59263

Net-tel Corporation
1023 31st St NW
Washington DC 20007

Dave Dircks
North Dakota Telephone Company
PO Box 180
Devils Lake ND 58301-0180

Patrick Delaney
Overlook Communications International
3125 North Meadow Pkwy #S110
Roswell GA 30076

Bryan Engle
Parcel Consultants Inc
150 Commerce Rd
Cedar Grove NJ 07009

Primus Telecommunications Inc
1700 Old Meadow Rd 3rd Fl
McLean VA 22102

Jan Sebby
Pringle and Herigstad P C
PO Box 1000
Minot ND 58702-1000

Heather Troxel 1
Qwest Communications Corporation
4250 Fairfax Dr
Arlington VA 22203

RCN Long Distance Company
105 Carnegie Ctr
Princeton NJ 08540

Skyland Technologies Inc
P 0 Box 5237
Helena MT 59604-5237

Quintelco Inc
1 Blue Hill Plaza
Pearl River NY 10965

Dean Polkow
RCC Network Inc
PO Box 2000
Alexandria MN 56308-2000

Gene Sloan
Reservation Telephone Cooperative
Parshall ND 58770

Li sa Dabkowski
SNET America Inc
6 Devine St 1st Fl
North Haven CT 06743



Andrew Jones
Sprint
8140 ward Pkwy Flr 5E
Kansas City MO 64114

Harris Saele
T P C Inc
PO Box 180
Devils Lake ND 58301-0180

Regulatory Analyst
Technologies Management Inc
PO Drawer 200
Winter Park FL 32790-0200

Jack Medari s

Telco Partners Inc
484 Norristown Rd Ste 123
Blue Bell PA 19422

Randy Bur( and
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

Target Telecom Inc
1515 S Federal Hwy Ste 400
Boca Raton FL 33432-7451

Thomas Cirrito
Telco Communications
1100 Wilson Blvd Ste 1425
Arlington VA 22209-2297

Al Bosch
Tele-Beep Company
PO Box 7072
Bismarck ND 58502-7072

Tele-Tech Inc
2900 W 11th St
Sioux Falls SD 57104-3660

T-Netix Inc
67 Inverness Drive E
Englewood CO 80112

Judy Peppler
U S WEST Communications Inc
PO Box 5508
Bismarck ND 58502-5508

Dick Boyer
U S West Interprise America Inc
1999 Bdwy Rm 700
Denver CO 80202

Sam Billingsley
United States Advanced Network Inc
3000 Nrothwoods Pkwy Ste 140
Norcross GA 30071

Liz Petroni
Teltrust Comm Services Inc
6322 S 3000 East
Salt Lake City UT 84121

Kenneth Carlson
Turtle Mountain Communications
PO Box 729
Langdon ND 58249-0729

Tim Kunkelman
U S WEST Communications Inc
1801 California St Rm 4630
Denver CO 80202

Giuseppe Vitale
UKI Communications Inc
500 N Rainbow Blvd Ste 300
Las Vegas NV 89107

Kenneth Carlson
united Telephone Mut Aid Corp
Langdon ND 58249

Dennis Houston
	

Telecomm Dept
Universal Network Services of ND
	

university of North Dakota
1572 North Batavia St Ste 1A
	

Box 8193
Orange CA 92867
	

Grand Forks ND 58202-7141



USBG Inc
5601 W 120th St
Alsip IL 60658

Thomas Ban 'burg
USN Communications Long Dist Inc
10 S Riverside Plaza Ste 401
Chicago IL 60606

Randy Houdek
Venture Communications Inc
PO Box 157
Highmore SD 57345-0157

Doris Cooper
West River Long Distance Co
PO Box 467
Hazen ND 58545-0467

Val-Ed Joint Venture LLP
150 2nd St SW
Perham MN 56573

Robert Barfield
West River Communications Inc
PO Box 467
Hazen ND 58545-0467

Robert Barfield
West River Telecomm Coop
	

Z-Tel Communications Inc

PO Box 467
	

601 S Harbour Island Blvd Ste 220

Hazen ND 58545-0467
	

Tampa FL 33602-5925



Helbling, Sharon D.

From:	 Helbling, Sharon D.
Sent:	 Wednesday, April 12, 2000 11:23 AM
To:	 'ndna'
Subject:	 Attached Notice of Opportunity for Hearing

Would you have the attached Notice of Opportunity for Hearing published as a legal
publication in the next issue of the ten North Dakota daily newspapers. In addition to having it
published legally, would you also run it as a "News Item Only" article.

Please send the bill to the Public Service Commission, along with a tear sheet for billing
purposes.

If you have any questions, please call me at 701-328-4076.

Thank you.

Sharon Helbling
Public Utilities Division

1.doc

1
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MOTION

April 12, 2000

Concentric Carrier Services, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Touch America, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Case No. PU-2257-00-138

Case No. PU-1656-00-144

I move the Commission issue a Notice of Opportunity for Hearing in the above

noted applications for local exchange and interexchange Certificates of Public

Convenience and Necessity applications.

sdh

000144-2

PU-1656-00-144	 Pages: 1
04/12/2000
Public Service Commission
Motion

CC: Comm Legal PUD (3)



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Concentric Carrier Services, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Touch America, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Case No. PU-2257-00-138

Case No. PU-1656-00-144

NOTICE OF OPPORTUNITY FOR HEARING

April 12, 2000

On March 29, 2000, Concentric Carrier Services, Inc., a Delaware Corporation, filed an
application for a certificate of public convenience and necessity to provide facilities-based local
and interexchange telecommunications services throughout North Dakota.

On March 31, 2000, Touch America, Inc., a Delaware Corporation, filed an application
for a certificate of public convenience and necessity to provide facilities-based local and
interexchange telecommunications services throughout North Dakota.

The issues to be considered in these matters are:

1. Fitness and ability of the applicant to provide service.

2. Adequacy of the proposed service.

3. The technical, financial and managerial ability of the applicant to
provide service.

Those interested are invited to comment on this application in writing. Persons desiring
a hearing must file a written request identifying their interest in the proceeding and the reasons
for requesting a hearing. Comments and requests for hearing must be received by May 19,
2000. If deemed appropriate, the Commission can determine the matter without a hearing.

For more information contact the Public Service Commission, State Capitol, Bismarck,
North Dakota 58505, 701-328-2400; or Relay North Dakota 1-800-366-6888 TTY. If you require
any auxiliary aids or services, such as readers, signers, or Braille materials please notify Jon
Mielke, Executive Secretary.

PUBL SERVICE COMMISSION

Susan . Wefald	 Bruce Ha	 Leo M. Reinbold
Corn issioner	 Preside	 Commissioner

2 PU-1656-00-144
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han S. Marashlian
egulatory Counsel

The Helein Law Group, P.C.
NOISIA10	 anend

Telecommunications 8180 Greensboro Drive NO SSIMOO 30IA83S onend ON
E Commerce McLean, VA 22102

Technology
Corporate 8 Finance (703) 714-1300 (Telephone) OON 0 E

Trademarks (703) 714-1330 (Facsimile)
Proprietary Rights mail@helein.com
Complex Litigation

General Business Law
Management Consulting Group
Global Telecompetition Consultants, Inc. (GTC)
(703) 714-1320 (Telephone)

Writer's Direct Dial Number	 Writer's Email Address

(703) 714-1313	 jmarashlian@helein.com
March 29, 2000

VIA OVERNIGHT DELIVERY

Jon Mielke
Executive Secretary
Public Service Commission
State Capitol
Bismarck, ND 58505-0480

Re: Application of Touch America, Inc. for Certificate of Registration
to Provide Facilities-Based and Resold Local Exchange and
Interexchange Telecommunications Services in North Dakota

Dear Mr. Mielke:

Enclosed are an original and six copies of the application of Touch America,
Inc's ("Applicant") Application for a Certificate of Registration to Provide Facilities-
Based and Resold Local Exchange and Interexchange Telecommunications Services in
North Dakota.

An extra copy of the application is also enclosed. Please date-stamp it and
returned it in the postage-paid envelo pe provided. Please direct all questions and
correspondence regarding this application to me.

Enclosures
HAJONATHAN\CLIENTS\TOUCHAM\APPS\NDAKOTATSC.LTR

I-
1	 PU-1656-00-144	 Pages: 146

03/31/2000
Touch America, Inc.
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PUBLIC SERVICE COMMISSION
STATE OF NORTH DAKOTA

In the Matter of the Application of

Touch America, Inc.

For a Certificate of Public Convenience
and Necessity to Provide Facilities-Based
and Resold Local Exchange and
Interexchange Telecommunications
Services in North Dakota

Docket No.   

APPLICATION

Touch America, Inc. ("Touch Amer i ca" or "Applicant"), by its undersigned counsel, hereby

submits pursuant to Chapter 49-03.1 of thc, North Dakota Century Code and the Commission's Rules

of Practice and Procedure its Application for a Certificate of Public Convenience and Necessity to

Provide Facilities-Based and Resold Local Exchange and Interexchange Telecommunications

Service throughout North Dakota.

In support of its Application, Touch America provides the following information:

1. Applicant, Touch America, Inc., is the wholly-owned subsidiary of a publicly traded

corporation, the Montana Power Company ("MPC"). Touch America, Inc., including its

predecessors in name, has been organiz.l under the laws of the State of Montana since July 13,

1983. On May 1, 1992, Applicant changed its name from Telecommunications Resources, Inc.

("TRI") to TRI Touch America, Inc, Applicant changed its corporate name again on November 30,

1995, from TRI Touch America, Inc. to its present name, Touch America, Inc. A copy of

Applicant's articles of incorporation and amendments thereto appears at Exhibit 1 - A. Also

1



appearing at Exhibit 1 are (1) Applicant's Certificate of Authority to Transact Business in the State

of North Dakota (Exhibit 1-B) and (2) Applicant's Certificate of Good Standing (Exhibit 1 - C).

2. Touch America maintains its principal place of business at:

Touch America, Inc.
130 N. Main St.
Butte, Montana 59701
Tel: 406-496-5100
Fax: 406-496-5330

3. Communications pertaining to this Application should be directed to:

Jonathan S. Marashlian, Esq.
The Helein Law Group, P.C.
8180 Greensboro Drive, Suite 700
McLean, Virginia 22102
Tel:	 (703) 714-1313
Fax: (703) 714-1330

4. The rate structure for 'providing telecommunications services is intended to be

competitive with the rates charged by the incumbent provider(s).

5. Applicant possesses the managerial qualifications to render and operate its proposed

telecommunications services. Michael J. Meldahl, the President and Chief Operating Officer of

Touch America, is also Executive Vice President and Chief Operating Officer of the Technology

Division of Montana Power, and has managed communications and technology activities for

Montana Power for over ten years. The management team of Montana Power and Touch America

are experienced providers of an array of telecommunications services. This management team has

supervised the construction and operation of a fully digital fiber network (discussed further below)

and oversees the provision to customers of the following telephone services: dedicated long

distance, travel cards, toll free telephone, Internet services, conference calling and carrier

2



termination. Touch America currently offers telecommunications services in ten states and presently

has staffed offices in Minneapolis, Minnesota; Fargo, North Dakota; Billings, Bozeman, Helena,

Butte, Great Falls, Kalispell, and Missoula, Montana; Boise, Idaho; Spokane and Seattle,

Washington; Eugene, Oregon; Casper, Wyoming; and Denver, Colorado. As Touch America's

network expands, it expects to open new offices. Using state-of-the-art digital switching equipment,

Touch America's dedicated long distance services include intraLATA, interLATA, intrastate,

interstate and international 1+ dialing, dedicated access lines, WATS lines and DS1 service.

Toll free service coverage is available for in-state, regional, national and Canadian calling. Personal

operator services are provided for Touch America's travel card customers. Features of

Touch America's Internet services include a multi-homed broadband backbone for 90 megabit

access, reliable high speed V.90 modem, e-mail hosting and delivery and interactive web-site

management and storage. Conference calling is accessible from both 800 and 1+ lines, and for both

dial out and "meet me" access. At present, carrier termination services are available for independent

telephone companies, long distance companies and cellular companies in Minnesota, Colorado,

Idaho, Montana, North Dakota, Oregon, Utah, Washington and Wyoming. Touch America offers

"last mile" telecommunications solutions through its FCC spectrum licenses with LMDS and PCS

applications. Descriptions of Applicant's key personnel, which demonstrate the extensive

telecommunications operational experience and technical expertise of Touch America and its

management team, are attached hereto as Exhibit 2.

6. Touch America is authorized to provide resold and facilities-based local exchange

and interexchange telecommunications in Wisconsin and Montana. It is authorized to provide resold

and facilities-based interexchange telecommunications in Wyoming, Idaho, Iowa, and Utah. It is

3



also authorized to provide resold interexchange telecommunications in Washington, Oregon, North

Dakota and California. In addition, Touch America has pending or is preparing to file applications

for authority to provide facilities-based and resold interexchange telecommunications services in

Illinois, Nebraska, and Nevada. Touch America has not been denied authority in any jurisdiction.

7. Applicant is financially qualified to provide telecommunications services in the State

of North Dakota. Touch America has substantial financial wherewithal and access to ample capital.

As set forth in the financial statements for fiscal year 1999, the telecommunications operations of

Montana Power conducted by Touch America garnered over $95 million in revenues for the year

ending December 31, 1999, resulting in operating income of over $35 million.' Clearly,

Touch America possesses more than adequate financial resources to provide competitive

telecommunications services in North Dakota.

8. Touch America is presently certified in the State of North Dakota as a reseller of

interexchange telecommunications services. It obtained certification in April of 1997. Touch

America intends to expand its telecommunications service offerings in North Dakota to include

facilities-based interexchange services and, in the future, resold and facilities-based local exchange

services. By this Application, Touch America seeks authority to offer resold and facilities-based

local exchange and interexchange services to subscribers throughout the State of North Dakota.

Touch America seeks statewide authorization. A map of Applicant's proposed service area and a

current list of local exchange carriers registered with the North Dakota Public Service Commission

See Table, Nonutility Operations, Telecommunications, Montana Power Annual
Report to the SEC on Form 10-K (dated March 22, 2000) (Form 10-K attached hereto as Exhibit
3). Audited consolidated financial statements of Montana Power and its subsidiaries are included
in the Form 10-K.

4



are attached as Exhibits 4 - A and 4 - B. At this time, however, Applicant has no plans to offer local

exchange services in the service areas of small and rural incumbent carriers exempt from

interconnection obligations set forth in 47 U.S.C. § 251(c). Also attached as Exhibit 4-C is a map

of Touch America's existing and proposed nationwide fiber-optic network.

Initially, Touch America will provide intrastate intraLATA and interLATA toll services

through a combination of its own facilities and the resale of services of other certificated

telecommunications carriers. These services include, but are not limited to, the following:

Switched Long Distance
Dedicated Long Distance
Travel Card Services
Toll Free Services
ATM and Frame Relay Services
Private Line Services
Internet Access Services

Eventually, Touch America will expand its service offerings to include local exchange

services. Local exchange service will enable customers to receive a dial tone and to originate and

terminate calls to other customers served by Touch America's network, as well as to customers of

other local exchange carriers. These services will include, but are not limited to:

• Exchange Service, including:

- Local Exchange Flat Rate Service
- Measured Rate Service
- Operator Access and Assisted Services

• Custom and CLASS Features, including:

- Call Waiting
- Caller ID
- Call Forwarding

Adjunct Provided Features, including:

•

5



- Voice Messaging

Ancillary Services, including:

- 911 Emergency Services
- Directory Listing
- Directory Assistance

Each of these services will provide dial tone access to the public switched

telecommunications network and may be equipped with various features and functions. Touch

America also eventually plans to offer carrier access services which will provide switched access

services to interexchange carriers to permit them to originate and terminate intrastate and interstate

toll calls using Touch America's network.

At this time, Applicant has no intention of requiring customers to prepay for resold

telecommunications services in advance of receiving the full amount of service for which payment

is made. Therefore, Applicant will not, at this time, require the establishment of a performance

bond, as otherwise required under North Dakota Admin. Code § 69-09-05(2)(1).

9. The telecommunications industry is growing and changing at an impressive pace.

The entry of Touch America into the telecommunications market will enhance competition in the

provision of telecommunications services within the State of North Dakota. Moreover, grant of

Touch America's Application will bring significant benefits to telecommunications users in the State

of North Dakota. Applicant has demonstrated that it possesses sufficient managerial, technical, and

financial resources and abilities to provide the requested local exchange and interexchange

telecommunications services.

10. Applicant will comply with all applicable North Dakota laws and regulations and all

applicable orders of the Commission.

6



WHEREFORE, Touch America, Inc. respectfully requests that the North Dakota Public

Service Commission grant it a Certificate of Public Convenience and Necessity to provide facilities-

based and resold local exchange and interexchange telecommunications services in North Dakota.

Respectfully submitted,

depAti
onat	 M ash Ian

Co nsel for Touch America, Inc.
Susan J. Callaghan
Senior Counsel
40 E. Broadway
Butte, Montana 59701

Dated: February 29, 2000

7



EXHIBITS

Exhibit 1
	

A.	 Articles of Incorporation and Amendments thereto;
B. Certificate of Authority to Transact Business in North Dakota;
C. Certificate of Good Standing.

Exhibit 2	 Technical and Managerial Qualifications

Exhibit 3	 Montana Power Annual Report to the SEC, Form 10-K

Exhibit 4	 A.	 Map of Proposed Service Area;
B. List of Local Exchange Carriers Registered with N.D. PSC.
C. Map of Nationwide Fiber-Optic Network
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Exhibit 1 - A

Articles of Incorporation and Amendments thereto
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237709
P MONTANA -•. •	 .•ARTICLES OF AMENDMENT	 STATE: 

1• F .
O

TO 'ice: ARIT(TES OF INCORPORATION.

NOV 3 a 1995./ti.6...TRITOUCECAMERIC.A, INC

SECREARY OF STATE

Pursuant to the provi:sions. of Section.35- •-230, M. C.A., the undersigned.

•• corporation adopts the follbwing . Articles . of Amendments to its Articles of Incorporation.

PEST: •	 The name: of the corporation is TRI Touch America„Inc. •

SECOND: The amendment so adopted is as follows ._ Article I of the Articles

of Incorporation of the corporation is amended to•read: "Article 1.. Therrame. ofthe corporation

is Touch America, Inc."

TEM-	 The Board of Directors approved this amendment on:the21:st

ofNovember, 1995, and recommended the arnendinentto the shareholders. The shareholders

approved this amendment ow the 21st day-ofifavember 1995.

FOURTH; Presently there are 430 shares of common, voting stock_ .

outstanding. These shares are -entirely owned by Entech, Inc., and Entech, Inc. voted 2114-30

shares in favor of the amendment.

DATED this 21st day ofNovember, 1995.

TRI TOUCH AMERICA, NC:

By:	 .• •
• V

Nlictael J. MgdahI, President

By
/Le

Pamela K. Meirell'
YIPM004.doc



SECRETARY OF STATE
STATE OF MONTANA

CERTIFICATE OF AMENDMENT.
TO TEE CERTIFICATE OF INCORPORATION

I, MIKE COONEY, Secretary of State of the State of Montana,
do'hereby certify that the Articles of Amendment to the
Articles of Incorporation of TELECOMMUNICATIONS RESOURCEs,'

• INC., a Montana'profit corporation, duly executed pursuant to
the provisions of Section 35-1-230, Montana Code Annotated, ,
has been received in my office and conform to law. 	 •

- ,
NOW, THEREFORE, I, MIKE COONEY, as such Secretary of State,
by virtue of the authority vested in me by law, hereby issue
this •Certificate of Amendment to the Certificate of
Incorporation of TELECOMMUNICATIONS RESOURCES, INC., a
Montana profit corporation, changing its name to TRI TOUCE
AMERICA, INC. and attach hereto a copy of the Articles of
Amendment to the Articles of Incorporation.

IN WITNESS WHEREOF, I have
hereunto set my hand and
affixed the Great Seal of the
State of Montana, at Helena,'
the Capital, this May 5; A.D.
1992.

XE COONEY
Secretary of State



•

•

ARTICLES OF AMENDMENT
TO ME ARTICLES OF INCORPORATION

•.	 OF
TELECOMMUNICATIONS RESOURCES, IN'

I ANA

7 E
MAY 0 5 1992

(
1r5(

SECLEMill DE ITAIE

Pursuant to the provisions of Section 35-1-230, M.C.A., the

undersigned corporation adopts the following Articles of Amendment to its Articles

of Incorporation.

FIRST:	 The name of the corporation is Telecommunications

Resources, inc.

SECOND: The amendment so adopted is as follows: Article I of the

Articles of Incorporation of the corporation is amended to read: "Article I. The

name of the corporation is TRI Touch America, Inc."

THIRD:	 The Board of Directors approved this amendment on the

23rd day of  March •  , 1992, and recommended the amendment . to the

shareholders. The shareholders approved this amendment.on the 24th day of

March 	, 1992.

FOURTH:	 Presently .mere are 430 shares of common, .voting stock

outstanding. These shares are entirely owned by Entech, Inc., and Entech..Inc.

wired all 430 shares in favor of the amendment.

DATED this 25thday of March, 1992.

TELECOMMUNICATIONS RESOURCES. INC.

Ey:	 / 
Micriael	 Meidanl, ?resident

ty: 	 .1‘7 r,,-,.) 
Jorri, Carl, Secretary



IN WITNESS WHEREOF, I
have hereunto set my hand and
affixed' the Great Seal of the
State of Montana, at Helena,
the Capital, this July 13,
A.D. 1983.

J MWILLTERMIRE'
cretary of State

Ecreorti

41,11;T I K42
1	

111-r " %*

.	 '
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CERTIFICATE OF INCORPORATION

I, JIM WILTERMIRE, Secretary of State of the State of
,Montani, do hereby certify that duplicate originals of the
Articles of Incorporation for the incorporation of
TELECOMMUNICATIONS RESOURCES, INC., a Montana corporation,
duly executed pursuant to the provisions . of Section 35-1-
203, Montana Code Annotated, have been received in my office
and conform to law.

NOW; THEREFORE, I, JIM WALTERHIRE, as such Secretary
of State, by virtue of the.authority vested in me by law,
hereby issue this Certificate of indorporat•on to
TELECOMMUNICATIONS RESOURCES,. INC., a Montana corporation,
and attach hereto a duplicate original of the Articles of.
Incorporation.	 '



STATE OF MONTANA

FARTICLES OF INCORPORATION

JUL 1 3 1983
:rim WA LTERNi R
ScCRETARY OF STATv

cf	 "‘a....1•....;r1G,..

The undersigned, acting as incorporators of a corpora-'

tion under the Montana Business Corporation Act, adopt the

fo l lowing Articles of Incorporation for such corporation:

ARTICLE I 

The name of the corporation is Telecommunications Resources, Inc.

ARTICLE II 

The period of its duration is perpetual.

ARTICLE III 

The purpose for which the corporation is formed is the

transaction of any lawful 'business for which a corporation

may be formed under the Montana Business Corboration Act.

ARTICLE IV

The aggregate number of shares which the corporation

shall have airthori-ty• to issue . is 50,000 common shares having

no par value.

ARTICLE V

The address of its initial registered office is 40 East

Broadway, Butte, Montana 59701, and the name of its regis-

tered agent at such addresss is C. J.. Gilder.

ARTICL E VI 

The number of directors constituting the initial Board

of Directors is six (6) and the names and addresses.of the

persons who are to serve as directors until the first prInual

OF

IrE12COMIUNI C.kTIONS RESOURCES, INC .



• •,

meeting of shareholders or until their successors 'axe

elected and cualifY are:

•J. A. McElwain '
40 East Broadway
Butte, Montana 59701

W. P. Schmechel
40 East Broadway
Butte, Montana 59701

R. J. Labrie
40 East Broadway •
Butte, Montana 59701

R. Thomas Lough •
40 East Broadway
Butte, Montana 59701

John Carl
40 East Broadway
Butte, Montana 59701

0. P. Rice
40 East Broadway
Butte, Montana 59701

ARTICLE VII 

• The names and addresses of the incorporators are:

J. A: McElwain
40 East Broadway
Butte, Montana 59701

W. P. Schmechel
40 East Broadway
Butte, Montana 59701

R..J. Labrie
40 East Broadway
Butte, Montana 59701

R. Thomas Lough
40 East Broadway
Butte, Montana 59701

•

John Carl
40 East Broadway
Butte, Montana 59701

O. P. Rice
4o East Broadway
Butte, Montana 59701

S.

DATED: 	  1983. 

INCORPORATOR   

ORPO TO

.04 • A	 /7 

INCORPORATOR-   INCORPORATOR  



STATE OF MONTANA

County of Silver Bow
) ss.

On this - / --  day of  .....1:J ti,. in the
year 1983, before me, the undersigned Notary Public,
personally appeared J. A. •McELWAIN, W. P. SCEMECEEL, R. J.
LABRIE, 0. P. RICE, JOEN CARL and R. TEOMAS LOUCE, Known to
Me to be the persons whose names are subscribed to . the
within Articles of Incorporation, and acknowledged to me
that they executed the same.

Notary Public for the State of •
Montana

Residing at Butte, Montana
My "Commission Expires  16//2./d`f

/	 •

WJC8M



Exhibit 1 - B

Certificate of Authority to Transact Business in North Dakota
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Exhibit 1 - C

Certificate of Good Standing
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State of North Dakota
SECRETARY OF STATE

CERTIFICATE OF GOOD STANDING

OF

TOUCH AMERICA, INC.

The undersigned, as Secretary of State of the
State of North Dakota, hereby certifies that TOUCH
AMERICA, INC., a Montana corporation, authorized
to transact business in the State of North Dakota
on June 20, 1996, and according to the records of
this office as of this date, has paid all fees due
this office as required by North Dakota statutes
governing foreign corporations.

ACCORDINGLY the undersigned, as such
Secretary of State, and by virtue of the authority
vested in him by law, hereby issues this
Certificate of Good Standing to

TOUCH AMERICA, INC.

Issued: March 3, 2000

Alvin A. Jaeger
Secretary of State

ti

;-:
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State of North Dakota
... :4,;;;•>,....

SECRETARY
s-s•Y.7;:,.„N	 —..0/./

.•,-..„
.• :-. f N7RIV..9e!------

CERTIFICATE OF AUTHORITY

OF

TOUCH AMERICA, INC.

The undersigned, as Secretary of State of the
State of North Dakota, hereby certifies that an
application of

TOUCH AMERICA, INC.
for a Certificate of Authority to transact
business in this State, duly signed and verified
pursuant to the provisions of the North Dakota
Century Code, have been received in this office
and are found to conform to law.

ACCORDINGLY the undersigned, as such
Secretary of State, and by virtue of the authority
vested in him by law, hereby issues this
Certificate of Authority to

TOUCH AMERICA, INC.
to transact business in this State under the name
of

TOUCH AMERICA, INC.

Dated: June 20, 1996

Alvin A. Jaeger
Secretary of State

WSW' I 411KONZ, .

/N. *:S&* AO .:***
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SECRETARY OF STATE
STATE OF MONTANA

MIKE COONEY
Secretary of State

IN WITNESS WHEREOF, I have hereunto set
my hand and affixed the Great Seal of the State
of Montana, at Helena, the Capital, this
January 31, 2000.

CERTIFICATE OF EXISTENCE

I, Mike Cooney, Secretary of State of the State of Montana, do hereby certify that

TOUCH AMERICA, INC.

Duly filed its Articles of Incorporation in this office on July 13, 1983, and on that date was
created a body politic and.corporate.

I further certify that all taxes, fees and penalties owed to this state have been paid by said
corporation and that the most recent annual report has been filed with this office.

I further certify that no articles of dissolution have been placed on record in this office by said
corporation and my records indicate the corporation is in good standing under the laws of the
State of Montana and authorized to transact in business and conduct its affairs in this state.
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MICHAEL J. MELDAHL

Touch America, Inc. - President and Chief Operating Officer

For more than 10 years Michael J. "Mike" Meldahl, Montana Power's

Executive Vice President, Telecommunication's Division, and the President and

Chief Operating Officer of Touch America, Inc. ("Touch America"), has successfully

guided Montana Power's and Touch America's move into the competitive

telecommunications business, which began in 1983.

Mr. Meldahl joined Telecommunications Resources Incorporated ("TRI"),

Montana Power's first nonutility communications enterprise, in 1986, and

subsequently moved TRI from a company that provided communications

engineering, consulting and installation services on a contract basis into what is

known today as Touch America, a full-service telecommunications operating

_ company.

Mr. Meldahl is a native of Sidney, Montana. He earned a B.S. in civil

engineering from Montana State University (MSU), Bozeman, in 1967, and added a

MS in engineering from MSU in 1972. He then went to work for the State of

Montana, where he helped establish and worked with computer systems for several

state agencies.

He joined Montana Power in 1981 as manager of application programming in

the company's computer department. Mr. Meldahl held several assignments with

increasing responsibility in Montana Power's computer department, including

manager of computer and information systems, and in 1986, he was named

president and chief operating officer of TRI, a predecessor company of Touch

America. In May 1996, he was named vice president of Communication Services in

Montana Power's Energy and Communications Services Division, and in December

1998, he was named executive vice president and chief operating officer of Montana

Power's Telecommunications Division.
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JERRY PEDERSON

Vice President and Chief Financial Officer

Jerrold "Jerry" Pederson is a native of Billings, Montana. He graduated from

Billings Central High School and attended Gonzaga University, where he received a

Bachelor of Business Administration (B.B.A.) in accounting in 1964. He joined

Montana Power Company March 8, 1965. While employed by Montana Power,

Mr. Pederson has attended the University of Idaho Executives' Course (1980) and

Harvard University Advanced Management Program (1994).

From Junior Auditor in 1965, he became Senior Auditor in 1969, named Tax

Accountant in 1976, and promoted to Manager of General Accounting in 1979. He

was promoted to Assistant Controller in 1980 and Controller in 1982. In May of

1990, he was named Vice President, Corporate Finance and Controller and in 1991,

-Vice President and Chief Financial Officer. In July, 1993, Mr. Pederson was named

to the Montana Power Board of Directors and in March 1996, Vice President, Chief

Financial and Information Officer. His current title is shown above.
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PERRY J. COLE

Vice President, Business Development

Perry J. Cole, Vice President of corporate business development, has been

with Montana Power since 1980, when he started as an accountant. He has worked

with the corporation's budget and financial planning department -- as manager of

budget and financial planning, first for Western Energy, a Montana Power coal

mining company subsidiary, and later for the utility, and then as manager of

financial planning and analysis in Montana Power's Office of the Corporation.

In 1992, Mr. Cole was promoted to assistant treasurer for the utility with

additional responsibilities for planning, and a year later was promoted to treasurer.

When Montana Power restructured in early 1996, Cole was named vice president of

business development and regulatory affairs. He was named vice president of

corporate business development in 1999.

He is a native of Havre, Montana, where he attended local schools. He

graduated from the University of Montana in 1979 with both a bachelor and

master's degrees in business administration, with a concentration in finance. He

worked for one year with First Bank System in Minneapolis before joining Montana

Power.

Mr. Cole has been active in civic, community and educational organizations,

as past chairman of the Butte-Silver Bow Montana American Red Cross Board, and

as a member of the Butte-Silver Bow Chamber of Commerce, United Way and

Montana State University College of Business Advisory Board.
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Michael E. Zimmerman

Vice President and General Counsel

Michael E. "Mike" Zimmerman is a native of Newcastle, Wyoming, but he

moved to Glendive, Montana, with his family and child. After graduating from

Dawson County High School, he attended Montana State University on a U.S. Army

scholarship, graduating with a degree in English in 1972. He then spent five years

in the Army, most of that time in Germany, as part of an armor unit, rising to the

rank of captain.

After fulfilling his military obligation, he attended the University of Montana

Law School, joining Montana Power in 1980 after graduation. He was a summer

legal intern with Montana Power in 1979. Mr. Zimmerman continued his education

while at Montana Power and in 1986 graduated from the University of Idaho Public

_ Utility Executive Course and in 1993 graduated from the Harvard School of

Business, Advanced Management Program.

During his tenure with the company, Mr. Zimmerman has served as a

legislative attorney, worked with water rights and environmental concerns, focused

on natural gas issues and assisted the regulatory affairs department with its work

before the Montana Public Service Commission. He worked closely with Entech,

Inc., as an attorney for its oil division. On January 1, 1990, he took over as General

Counsel for Montana Power. Mr. Zimmerman was named a Vice President of the

utility in 1991. Mr. Zimmerman has held the position of Vice President and

General Counsel of Montana Power Company since 1991.
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1999 - Present

1998 - Present

1997 - Present

1994 - Present

1993 - 1994

1991 - 1993

HARRISON J. FREEBOURN

Treasurer

Treasurer - Touch America, Inc.

Assistant Treasurer - The Montana Power Company

Treasurer/Controller - FTV Communications

Assistant Treasurer - Continental Energy Services, Inc.

Manager of Finance and Accounting - Continental Energy
Services, Inc.

Senior Financial Analyst for Corporate Financial Planning
and Analysis - Office of the Corporation - The Montana Power
Company

1990 - 1991	 Senior Auditor for the Electric and Natural Gas Utilities - The
Montana Power Company

1988 - 1990
	

Director of Plant Accounting - The Montana Power Company

1987 - 1988
	

Senior Accountant - The Montana Power Company

1982 - 1987
	

Accountant - The Montana Power Company

EDUCATION:
1997	 MBA University of Montana
1980	 Bachelor's degree in Business Administration - Ball State

University, Muncie, Indiana.
United States Air Force
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KEVIN P. DENNEHY

Executive Director of Venture Integration

Mr. Dennehy has a Bachelor of Science Degree in Business Finance and a

Master of Business Administration with over 9 years of experience in the

telecommunications industry. He began his professional career as an

Administrative Assistant to the Butte-Silver Bow Chief Executive, where he worked

with local businesses to help them market their products and services to potential

customers.

Mr. Dennehy served as a Financial Specialist at the National Center for

Appropriate Technology. In this capacity, he provided business advisory services to

businesses in the Butte-Silver Bow Small Business Development Center. In this

position he provided industry overview and marketing trends for various industries

- and provided commercialization information regarding renewable energy resources.

In, 1989, Mr. Dennehy was hired by Touch America as the first Marketing

Representative for its digital communication network specializing in private line

voice, data, and video services. He was instrumental is establishing the policies and

procedures which are currently being utilized by Touch America's marketing staff.

Prior to his present position, Mr. Dennehy was General Manager of

Marketing and Sales for Touch America and was responsible for all marketing

activities for the Long Distance and Private Line services of Touch America.

Mr. Dennehy was responsible for the supervision of over 30 Marketing and Sales

staff located throughout Pacific Northwest and upper Mid -west.

Mr. Dennehy was recently named the Executive Director of Venture

Integration. He will be responsible for the integration into Touch America the

business ventures in which Touch America participates with other parties.
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GEORGE D. PAUL

Executive Director, Marketing

Mr. Paul has a Bachelor of Arts Degree in Business Administration

and a Master of Business Administration Degree with an emphasis in

marketing and management. He has extensive local government work

experience and served for 8 years as an adjunct business instructor at

Montana Tech in Butte. He has over 15 years experience in the

telecommunications, electric and gas utility industries including training and

employee development, organizational development, personnel and labor

relations, construction management, marketing and sales, and

telecommunications management.

Mr. Paul was responsible for the development and management of

Touch America's initial construction and operation of a statewide common

carrier digital communications network, as well as marketing and selling

services on this network. He was a key contributor to the corporate strategic

planning and organizational development of during the company's start-up

phase and early years of operation.

Mr. Paul served as the General Manager, Network Services Division,

which included responsibility for marketing, construction, switch operations,

customer service, maintenance, video conferencing, engineering and network

operations for all long distance and private line services. This Division

steadily increased in revenues over 25% each year under Mr. Paul's direction.

In his current capacity, Mr. Paul is responsible for all marketing and

sales activities for long distance, equipment, and private line services.

Responsibilities include switched services management, video conferencing,

long distance billing, customer service, interchange and local carrier

coordination, and PSC/FCC regulatory support.
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RITA SPEAR

Executive Director

Touch America & Tetragenics Engineering

Ms. Spear has Bachelor of Science and Master of Science Degrees in

Computer Science.

As Executive Director of Engineering for Touch America, Ms. Spear is

responsible for

■ Network Systems Design and Provisioning: fiber, conduit, dense
wave division multiplexing (DWDM), optical carrier (OC) standards,
asynchronous transfer mode (ATM), frame relay (FR), Internet, Internet
Protocol (IP), LMDS, and PCS.

■ Facilities Engineering: land, buildings, power, heating,
ventilation, and air conditioning (HVAC), rack layout, cable trays, and
space management.

■ Construction Management: new systems, points of presence
(POP) and regeneration sites.

■ Network and Facilities Documentation: row, conduit, fiber,
splice locations, loss budgets, co-location arrangements, land, and
buildings.

■ Network Systems Administration: database configuration and
management, network management systems (NMS) configurations.

Ms. Spear served for 6 years as an adjunct Computer Science

instructor at Montana Tech of the University of Montana, in Butte, and is

currently on the Industry Advisory Board for the Computer Science and

General Engineering Departments.
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THOMAS P. McGREE

Executive Director, Operations

Mr. McGree began his telephone career with Mountain States

Telephone & Telegraph in 1971. This firm evolved to Mountain Bell and then

to US WEST Communications. During his nearly 27 years service at

U S WEST, Mr. McGree held leadership roles in nearly every major

department. He served as Sales Manager responsible for initiated sales to

large industrial accounts. He served as Customer Service Manager

responsible for Customer Care and Billing. Mr. McGree served as Montana

Manager for Outside Plant Construction Services as well as Outside Plant

Engineering Manager.

In the area of Public Policy, Mr. McGree served as Manager of Public

Affairs for U S WEST. In this responsibility he represented the Company

before the Montana Legislature during the 1985-91 sessions.

Mr. McGree served as the Community Affairs Manager for US West in

Missoula Montana.

Since joining Touch America in 1997, Mr. McGree has had the

responsibility of leading the Operations Department as General Manager.

Included in this responsibility is the management of all service Technicians

within the Equipment and Private Line Divisions. Mr. McGree is also

responsible for the Network Operations Control Center.

Mr. McGree is responsible for the deployment of Personal

Communications Service (PCS) in 12 Touch America license areas. He also

leads the company effort for deployment of Local Multipoint Distributions

Services (LMDS) in 24 Touch .America Market areas.

Finally, Mr. McGree is responsible for the deployment and

management of Competitive Local Exchange Services presently offered by
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Touch America. Included is the Asynchronous Transfer Mode (ATM) switch

recently installed.

Mr. McGree was promoted to Executive Director Operations during the

spring of 1999.

2
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CAROL A. GIAMONA, CPA

Controller

Ms. Giamona has a Bachelor of Business Administration in Accounting

from the University of Oklahoma and is a Certified Public Accountant with

over 10 years experience in finance and contract management. Prior to

joining the management team of Touch America, Ms. Giamona was a Project

Manager for Montana Power's Financial Systems department and was

responsible for evaluating and upgrading financial systems throughout the

organization.

Ms. Giamona served as Accounting Manager for The Venture West

Group in Tucson, Arizona, prior to joining Montana Power. In her position as

Accounting Manager, Ms. Giamona was responsible for Commercial

Buildings in Denver, Phoenix and Tucson, as well acquisitions of distressed

RTC property in the United States.

Ms. Giamona has also had considerable managerial and administrative

experience, having experience in contract negotiations and analysis as well as

managing project and accounting staff.

In her current position, Ms. Giamona is responsible for financial

planning and reporting, business planning and development, contract

administration, accounting, and overall administrative activities for Touch

America and its operating divisions.

3
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
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(Mark One)

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

for the fiscal year ended December 31, 1999 OR
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EXCHANGE ACT OF 1934
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Commission File Number 1-4566
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MONTANA	 81-0170530
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PART I
When we use the terms "Montana Power," "we," "us," or "our" in this Form 10-K, we mean The Montana Power Company, a Montana corporation,
together with its subsidiaries.

WARNINGS ABOUT FORWARD-LOOKING STATEMENTS

We are including the following cautionary statements to make applicable and take advantage of the safe-harbor provisions of the Private Securities
Litigation Reform Act of 1995 for any forward-looking statements made by us, or on our behalf, in this Form 10-K. Forward-looking statements
include statements concerning plans, objectives, goals, strategies, future events or performance and underlying assumptions and other statements,
which are statements other than those of historical fact. Forward-looking statements may be identified, without limitation, by the use of the words
"anticipates," "estimates," "expects," "intends," "believes," and similar expressions. We disclaim any obligation to update any forward-looking
statements to reflect events or circumstances after the date that we file this Form 10-K.

Forward-looking statements that we make are subject to risks and uncertainties that could cause actual results or events to differ materially from
those expressed in, or implied by, the forward-looking statements. These forward-looking statements include, among others, statements concerning
our revenue and cost trends, cost recovery, cost-reduction strategies and anticipated outcomes, pricing strategies, planned capital expenditures,
financing needs and availability, and changes in the utility and telecommunication industries and other industries in which we operate. Investors or
other readers of the forward-looking statements are cautioned that these statements are not a guarantee of future performance and that the forward-
looking statements are subject to risks and uncertainties that could cause actual results to differ materially from those expressed in, or implied by, the
statements. Some, but not all, of the risks and uncertainties include:

General economic and weather conditions in the areas in which we
have operations;
Competitive factors and the effects of restructuring in the
electric, natural gas, and telecommunications industries;
Sanctity and enforceability of contracts;
Market prices;
Environmental laws and policies and federal and state regulatory and
legislative actions;
Drilling successes in oil and natural gas operations;
Changes in foreign trade and monetary policies;
Laws and regulations related to foreign operations;
Tax rates and policies and interest rates; and
Changes in accounting principles or the application of such
principles.

STOCK SPLIT

On June 22, 1999, the Board of Directors approved a two-for-one stock

split of our outstanding common stock. As a result of the split, which was effective August 6, 1999, for all shareholders of record on July 16, 1999,
55,099,015 outstanding shares of common stock were converted to 110,198,030 shares of outstanding common stock. Unless otherwise noted, we
have adjusted all share and per-share information in this Form 10-K to reflect the split.

ITEM 1. BUSINESS
GENERAL

The Montana Power Company was incorporated in 1961 under the laws of the state of Montana as the successor to a corporation formed in 1912. We
engage in a number of diversified energy and communications businesses.

We regularly assess our business units and evaluate opportunities to create, develop, and maximize the value of our diverse businesses. The Board of
Directors is considering various options to optimize the value of Touch America, Inc., our telecommunications subsidiary, and maximize shareholder
value. On January 25, 2000, we announced that Goldman, Sachs & Co. will assist us in evaluating options with respect to implementing a strategy to
separate Touch America from Montana Power. In pursuing this strategy, we will continue to investigate different approaches, including asset
purchases and sales, the issuance of securities, and other transactions that may materially affect our results of operations, liquidity, dividends, capital
structure, and capital resources. For additional information on how pursuing our strategies may affect our liquidity and capital resources, see
Management's Discussion and Analysis of Financial Condition and Results of Operations (MD&A), "Liquidity and Capital Resources."

Our business is organized as follows:

. UTILITY

We operate regulated electric and natural gas utilities. Our electric and natural gas service territory covers approximately 107,600 square miles, or
approximately 73 percent of Montana, making us one of the country's largest utilities in terms of service territory. Dominant industries operating
within our service territory are mining, agriculture, selected manufacturing, railroads, tourism and recreation, and the forest-products industry. We
serve approximately 439,000 customers, or approximately 80 percent of the population within our service territory. For information about how
weather affects our utility operations, see MD&A, "Utility Operations."



Regulated Electric Utility

Our regulated electric utility purchases, transmits (movement of bulk quantities of energy), and distributes (movement of



energy from transmission system to consumer) electric energy. We provide electric energy to 191 communities and their surrounding rural areas
throughout Montana. We also provide electric energy to Yellowstone National Park and to cooperatives that serve approximately 76,000 residents.

On December 17, 1999, we sold substantially all of our electric generating assets to PPL Montana, LLC, a subsidiary of PP&L Global, Inc., for
approximately $758,600,000. We have used some of the sales proceeds to repurchase shares of our common stock, and we have begun to use some of
the proceeds to retire long-term debt. We also intend to use some of the proceeds to expand Touch America.

Pursuant to the terms of our Asset Purchase Agreement with PPL Montana, we would receive another $152,000,000 from PPL Montana if it were to
acquire additional gross capacity in the Colstrip Units 1, 2, and 3 generating units located in Colstrip, Montana from Portland General Electric
Company (Portland General) and Puget Sound Energy, Inc. (Puget). On February 29, 2000, the Oregon Public Utility Commission denied the
application of Portland General for approval to sell Portland General's interest in the Colstrip Units 3 and 4 plants. We cannot predict the ultimate
outcome of this proceeding.

For additional information on the sale, its accounting and regulatory implications, and our use of sale proceeds, see Note 5, "Sale of Electric
Generating Assets," and MD&A, "Liquidity and Capital Resources."

Regulated Gas Utility

Our regulated natural gas utility purchases, transports, distributes, and stores natural gas. We provide natural gas to 109 communities throughout
Montana.

. NONUTILITY

Our nonutility businesses include telecommunications, coal, independent power, and oil and natural gas operations. We operate these businesses as
subsidiary companies of our wholly owned subsidiary, Entech, Inc.

Telecommunications

Through Touch America, our telecommunications operation designs, develops, constructs, operates, maintains, and manages a fiber-optic network
and wireless facilities. Touch America's fiber-optic network, which spans 14 states, is described in Item 2, "Properties," under the
"Telecommunications Properties" section. Touch America provides wireless services mainly through Personal Communication Services (PCS) and
Local Multi-Point Distribution Services (LMDS). Touch America also sells long-distance, Internet, and private-line services and telecommunications
equipment.

Coal

Through Western Energy Company, we mine and sell coal at the Rosebud Mine in Colstrip, Montana, primarily to mine-mouth customers. Through
Northwestern Resources Co., we mine and sell lignite at the Jewett Mine in central Texas, with all sales to one customer.

Independent Power

Through Continental Energy Services, Inc. (CES), our independent power operation develops, invests in, and operates independent power projects
and other energy-related businesses. Through the Colstrip Unit 4 Lease Management Division, it also sells electricity from our leased interest in
Colstrip Unit 4.

Oil and Gas

Our oil and natural gas operation explores for, develops, produces, processes, and sells oil and natural gas in the United States and Canada. Through
our affiliate, The Montana Power Trading & Marketing Company (MPT&M), it also trades and markets crude oil, natural gas, and natural gas
liquids.

Table	 The following table shows, for the last three years, revenues
contributed by any class of similar products or services that
accounted for 10 percent or more of consolidated revenues, which
includes Earnings from Unconsolidated Investments. 

Percentage Of Revenues
Contributed By Any Class Of

Similar Products Or Services
That Accounted For

10 Percent Or More Of
Business Unit Consolidated Revenues

1999 1998 1997

Electric Utility 34% 36% 43%
Natural Gas Utility — — 12%
Telecommunications — — —
Coal 15% 14% 16%



Independent Power	 13%
Oil and Natural Gas	 25%	 17%	 16%

FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS

For additional information on the financial results of our segments, including a discussion of revenues earned by Northwestern Resources from sales
to a single customer and revenues earned by our independent power operations from sales to two customers, see Note 13, "Information on Industry
Segments."

ELECTRIC UTILITY OPERATIONS

. ELECTRIC TRANSMISSION SYSTEM

Our electric transmission system forms an integral part of



the Northwest Power Pool. This pool consists of the major electric suppliers in the Pacific Northwest region of the United States; British Columbia,
Canada; and parts of Alberta, Canada.

In April 1996, the Federal Energy Regulatory Commission (FERC) issued Order No. 888 and Order No. 889 requiring utilities to allow open use of
their transmission systems by other utilities and power marketers. Since then, a number of companies (including MPT&M when it traded and
marketed electricity) have used our transmission system to transmit power across our system under terms, conditions, and rates defined in our FERC
open access transmission tariff (OA-TT), which became effective in July 1996. 	 -

In May 1999, FERC began a rulemaking process to establish its authority regarding Regional Transmission Organizations (RTOs). An RTO is an
organization that attempts to capture synergies and efficiencies created by combining individually operated transmission systems into a single
operation, focusing on operational and strategic transmission issues. On December 20, 1999, FERC issued Order No. 2000, its most recent order
regarding RTOs. The goal of Order No. 2000 is the voluntary and timely formation of RTOs by all public utilities that own, operate, or control
inter butte transmission facilities. In accordance with the FERC Order, we must file a proposal with FERC by October 15, 2000, describing our efforts
to participate in an RTO that will be operational by December 15, 2001. If efforts to participate in an RTO are unsuccessful, then we must describe
our plans to overcome particular obstacles as we continue to work toward RTO participation.

We are a member of the Western Systems Coordinating Council (WSCC), organized by 84 member systems and 21 affiliates in the 14 western states
of the United States; British Columbia, Canada; Alberta, Canada; and Mexico. The WSCC seeks to ensure reliability of the interconnected
transmission system.

We participate in an interconnection agreement with Avista Corporation, IdaCorp, Inc., and PacifiCorp (which was acquired by Scottish Power). This
agreement provides for the sharing of transmission capacity of certain lines on the interconnected systems. We also operate, in coordination with our
own transmission lines and facilities, the Colstrip transmission lines and facilities, which connect to the four Colstrip generating units.

Together with Western Area Power Administration (WAPA), effective July 1, 1999, we terminated a long-standing bilateral transmission
arrangement, and replaced it with service agreements under our respective OATTs. While certain details remain to be completed, service has
commenced pursuant to those OATT service agreements.

We have been a party to the Pacific Northwest Coordination Agreement (PNCA), which coordinates the hydroelectric operations of the 18 parties'
hydroelectric generating facilities in the Columbia River Basin. Pursuant to the Asset Purchase Agreement with PPL Montana and the sale of the
Ken- and Thompson Falls hydroelectric facilities (our former facilities that were coordinated under the PNCA), we agreed to assign our interest in the
PNCA to PPL Montana. We did not assign this interest at the December 17, 1999, closing of our transaction with PPL Montana because we had not
obtained all necessary consents and regulatory approvals by that date. We have now obtained the consent of the other parties to the PNCA for this
assignment, which remains subject to FERC approval. On February 25, 2000, we submitted a joint filing with PPL Montana to seek FERC approval
of the assignment. We expect FERC to take action on the filings by May 2000.

. ELECTRIC SUPPLY OBLIGATIONS

Montana's Electric Industry Restructuring and Customer Choice Act (Electric Act) provided our large industrial customers with choice of commodity
supply beginning July 1, 1998; pilot supply programs for our residential and small commercial customers beginning November 2, 1998; and choice
of supply for all of our customers no later than July 1, 2002. The Electric Act also defined the role of the Montana Public Service Commission (PSC)
in licensing suppliers in the state, regulating distribution services, and promulgating rules to prohibit anti-competitive and abusive practices. For
additional information on Montana's Electric Act and the regulatory environment in which our electric utility operates, see Note 4, "Deregulation and
Regulatory Matters."

Under the Electric Act, we are obligated to continue to supply electric energy to customers in our service territory who have not chosen, or have not
had an opportunity to choose, other power suppliers during the transition period. This obligation requires us to have a sufficient power supply to meet
these customers' electric needs. Our sales agreement with PPL Montana includes buyback contracts pursuant to which we expect to purchase electric
energy from PPL Montana to supply our remaining customers. The buyback contracts are effective through December 31, 2001, and June 30, 2002,
after which we may be required to act as a "default supplier" and supply our remaining customers. At that time, we will purchase energy as necessary
in the secondary market. We expect to recover any costs related to this electric supply through rates charged to these customers. For additional
information on the effects of deregulation, see Note 4, "Deregulation and Regulatory Matters."

. COMPETITIVE ENVIRONMENT

Our regulated electric utility is now primarily a transmission and distribution services utility, and the PSC continues to regulate our transmission and
distribution services and approve the rates that we charge for these services. By selling substantially all of our electric generating assets to PPL
Montana, we eliminated a high-risk activity. The buyback contracts entered into with PPL Montana - together with the sale of our assets - eliminate
our operational risk. While we



may be required to serve as the "default supplier" after the transition period ends on July 1, 2002, we expect to recover costs incurred to serve these
customers. For information regarding commodity price risk that we face as a result of the sale of our generating assets, see Note 3, "Commitments,"
in the "Sales Commitments" section. For additional information on Montana's Electric Act and the regulatory environment in which our electric
utility operates, see Note 4, "Deregulation and Regulatory Matters." For information on the sale of substantially all of our electric generating assets,
see Note 5, "Sale of Electric Generating Assets."

NATURAL GAS UTILITY OPERATIONS

. NATURAL GAS REQUIREMENTS

Natural gas supply requirements in 1999 totaled 18,828 thousands of dekatherms (MDkt), of which 6,973 MDkt were purchased from third-party
contracts with Montana suppliers and 1,160 MDkt were purchased from third-party contracts with Canadian suppliers. We purchased a total of
10,695 MDkt, or approximately 56.8 percent of the natural gas supply requirements for the year, from our unregulated affiliates. We estimate that our
natural gas requirements for 2000 will be approximately 20,230 MDkt.

. NATURAL GAS RESOURCES

We fulfill our natural gas requirements through our unregulated affiliates, which have access to natural gas in the United States and in Canada, third-
party contracts with Montana suppliers, and third-party contracts with Canadian suppliers. We take delivery of all natural gas within the Montana
border. Approximately two-thirds of our nonaffiliated gas purchases have contract terms of one year, from November through October. We anticipate
that our unregulated businesses and third-party contracts will supply our natural gas requirements for 2000.

. GAS TRANSPORTATION

We transported natural gas volumes of 24,426 MDkt in 1999, 27,516 MDkt in 1998, and 26,478 MDkt in 1997. We expect to transport
approximately 24,000 MDkt in 2000. The reduction in transportation volumes is due primarily to anticipated weaker off-system markets and the loss
of a large industrial, on-system transportation customer.

. COMPETITIVE ENVIRONMENT

Montana's Natural Gas Utility Restructuring and Customer Choice Act (Natural Gas Act) provided that natural gas utilities, such as Montana Power,
could offer customers choice of natural gas suppliers and provide open access. Because restructuring is voluntary, no deadline for choice exists.
Montana% Natural Gas Act also defined the PSC's role in licensing suppliers in the state, regulating transportation and distribution services, and
promulgating rules to prohibit anti-competitive and abusive practices. For additional information on Montana's Natural Gas Act and the regulatory
environment in which our natural gas utility operates, see Note 4, "Deregulation and Regulatory Matters."

TELECOMMUNICATIONS OPERATIONS

. BUSINESS

Touch America is expanding its nationwide fiber-optic network. We expect Touch America's fiber network to extend approximately 23,000 miles by
the end of 2001. For information on Touch America's fiber-optic network, see Item 2, "Properties," in the "Telecommunications Properties" section.

Touch America is constructing a fiber network, in conjunction with AT&T, that will span more than 4,300 miles. The network includes new fiber
routes from Minneapolis to Chicago; from St. Louis, Missouri to Plano, Illinois; from Sacramento to Salt Lake City; from Salt Lake City to Denver,
and from Denver through Nebraska and Iowa to Chicago. We expect various third parties, including AT&T, to cover approximately one-half of our
estimated $500,000,000 total project cost.

In January 2000, Touch America announced an exchange of fiber and conduits with PF.Net, a telecommunications company based in New Jersey.
Touch America will receive approximately 5,900 route miles from PF.Net, with all segments expected to be complete by the end of 2001.

Touch America is focused on increasing network traffic principally through a combination of relationships with anchor customers (large-volume
commercial or wholesale customers), alliances with third parties, and acquisitions. Touch America continues to provide wholesale services through
leasing lit (fully operational) or dim (regeneration equipment but no optical equipment) fiber capacity, and selling dark (no optical or regeneration
equipment) fiber to other telecommunications companies.

Touch America and New Century Energies entered into a joint venture in 1999, Northern Colorado Telecommunications LLC, to provide a full range
of telecommunications services, including private-line services, to enterprises in the Denver metropolitan area. Primarily through its PCS and LMDS
technologies, Touch America is creating "last-mile" connections, which connect a fiber network via wireless applications. In 1999, Touch America
and US WEST Wireless entered into a joint venture, TW Wireless (TWW), to provide "one number" telephone service in an eight-state region of the
Pacific Northwest and Upper Midwest. That service provides a customer with one directory number for cell phone and home or business telephones.

On March 13, 2000, Touch America signed an agreement with Qwest Communications International Inc. to acquire wholesale, private-line, and long-
distance telecommunications services, which currently serve approximately 250,000 customers in the Pacific Northwest, Rocky Mountain, and Upper
Midwest regions. Touch America also would acquire



approximately 1,800 route miles of fiber within these regions.

For additional information on Touch America's alliances and acquisitions, see Note 3, "Commitments," in the "Telecommunications" section.

. COMPETITIVE ENVIRONMENT

Our low-cost fiber network helps us to compete in national and regional telecommunications markets. We attempt to mitigate the risks inherent in the
telecommunications industry by expanding our fiber-optic network and increasing traffic on that network. We also believe that our presence in the
telecommunications industry for more than 16 years has provided us with experience that will help reduce our risks.

The trend in telecommunications toward business combinations and alliances is creating new competitors with resources greater than ours. To
succeed, we must continually change and improve our products in response to rapid technological developments and changes in operating systems,
Internet access and communications, application and networking software, and computer and communications hardware. The development of new,
technologically advanced products and services is a complex and uncertain process requiring constant innovation and the ability to anticipate
technological and market trends.

We mitigate this risk through our joint-venture alliances with other telecommunications companies. Some of these joint ventures, because they are
highly leveraged, expose us to interest rate and financing risk.

In providing interstate telecommunications services, we comply with federal telecommunications laws and regulations prescribed by the Federal
Communications Commission. At the state level, we are subject to regulations by the various state public service commissions. We do not expect
actions by these regulatory agencies to adversely affect our operations.

COAL OPERATIONS

. BUSINESS

At our Rosebud Mine in Colstrip, Montana, in the northern Powder River Basin, Western Energy surface-mines coal and, after crushing, sells it
without further preparation. Rosebud Mine's primary customers are the owners of the four mine-mouth units in Colstrip, making up approximately 90
percent of Western Energy's 1999 coal sales volumes. During 1999, Western Energy mined and sold 10,601,000 tons, of which 3,295,000 tons were
affiliated sales. We estimate production to be 11,415,000 tons in 2000, and 11,413,000 tons in 2001.

Northwestern Resources' Jewett Mine, located in central Texas, supplies surface-mined lignite under a long-term lignite supply agreement (LSA) to
the two electric generating units located adjacent to the mine. Reliant Energy (Reliant) owns these electric generating units. Northwestern Resources
sold 8,934,702 tons in 1999. We estimate that Northwestern Resources' production for 2000 will be 7,800,000 tons, and approximately 8,000,000
tons annually thereafter.

. COMPETITIVE ENVIRONMENT

We sell our current production from the Rosebud and Jewett mines under long-term contracts to mine-mouth customers. Western Energy's Rosebud
Mine supplies all of the coal requirements of the Colstrip Units under separate contracts for Units 1 and 2 versus Units 3 and 4. The coal supply
agreement between Western Energy and the owners of Colstrip Units 1 and 2 provides for a final price re-opener in 2001. An Amended and Restated
Coal Supply Agreement dated August 28, 1998, settled coal contract disputes and future coal price re-openers with the owners of Colstrip Units 3
and 4. Prior to mid-2000, Western Energy expects to see a modest profit reduction as a result of the settlement. In mid-2000, the new pricing
provisions of the Amended and Restated Coal Supply Agreement take effect. When the new pricing provisions of the Amended and Restated Coal
Supply Agreement are fully implemented in 2002, we expect pretax income to decrease from current levels by $12,000,000 per year. We expect this
decrease to be partially offset by efficiency and cost-savings measures of $2,000,000. The December 17, 1999, sale of our interests in Colstrip Units
1, 2, and 3 did not affect the terms of the coal supply agreements with Colstrip Units 1 and 2 or Units 3 and 4.

The Rosebud Mine also sells coal to other parties because it has production capacity exceeding the fuel requirements for the Colstrip Units.
Competition for these sales comes from Montana and Wyoming Powder River Basin producers located south of the mine. These producers generally
experience lower operating costs and lower sulfur content than the coal from the Rosebud Mine. Therefore, we anticipate only modest contract sales
and no significant spot market sales for the foreseeable future.

Reliant is the purchaser of lignite produced by Northwestern Resources. The LSA requires Northwestern Resources to produce enough lignite to
meet Reliant's demand through July 30, 2015. The LSA provides for cost reimbursement plus approximately $25,000,000 per year from the payment
of management and dedication fees charged under the LSA pricing terms.

In late 1998, Reliant and Northwestern Resources settled litigation regarding the pricing terms of the LSA and signed a letter of intent regarding
amendments to the LSA. This 1998 letter of intent was superseded by a Settlement Agreement and Amendment of Existing Contracts in 1999. The
Settlement Agreement allows Reliant to blend petroleum coke with the lignite at a 20/80 ratio. As of December 31, 1999, Reliant had not obtained
certain required permits to implement this change. Recently enacted electric power deregulation in Texas calls for emission reductions for generating
units in the state. The effect of these environmental changes on Reliants ability to use petroleum coke will be assessed in 2000.

Under the terms of the settlement, lignite prices will continue



to be set under pre-settlement pricing terms through June 30, 2002. From July 1, 2002, through July 30, 2015, lignite prices will be the lesser of (1) a
redetermined price set to be competitive with Powder River Basin coal supplies (subject to an established minimum), or (2) the price that would have
otherwise been paid under the pre-settlement pricing terms. Northwestern Resources expects that, if the market value of Powder River Basin coal
stays flat until the agreement is fully implemented, the competitive-pricing stricture could result in a reduction of annual pretax income of
approximately $7,000,000 beginning July 1, 2002, through July 30, 2015. Northwestern Resources plans to mitigate this effect through efficiency and
cost-savings measures.	 -

INDEPENDENT POWER OPERATIONS

. BUSINESS

CES develops and invests in independent power projects. CES' Colstrip 4 Lease Management Division sells the leased share of Colstrip Unit 4
generation principally to the Los Angeles Department of Water and Power (LADWP) and to Puget under contracts with terms coexistent with the
lease associated with the 1985 sale-leaseback of our interest in Colstrip Unit 4 (expiring December 29, 2010). In December 1999, an agreement with
the LADWP terminated the existing agreement (11 years remaining) and established a new agreement. We received approximately $106,000,000
from the LADWP as a result of the termination of the existing agreement and the establishment of the new agreement and were not adversely
affected by the transaction. The LADWP has assigned all of its rights and obligations under the new agreement to a third party.

CES, through a wholly owned subsidiary, holds a managing general partner interest in the 255 MW Encogen One Project located in Sweetwater,
Texas. For more information on CES' projects, see Item 2, "Properties," under the "Independent Power Properties" section.

In 1998, CES sold its share of the Lockport Project in the state of New York. CES also participated in the settlement of a power-purchase agreement
with respect to a different project in New York. As a result of this settlement, the project owners dismantled the plant and CES exited the partnership
in 1999.

-. COMPETITIVE ENVIRONMENT

Most of CES' current revenues are derived from long-term power supply contracts. Some long-term power supply contracts in the nonutility power
industry are under pressure from customers to negotiate pricing. CES works with its partners and customers to attempt to mitigate effects of contracts
that may reflect pricing higher than current market prices. CES also seeks to target specific industrial customers for future expansion and establish
itself as the provider of choice for onsite generation projects. 	 -

OIL AND NATURAL GAS OPERATIONS

. BUSINESS

We conduct our oil and natural gas operations primarily through our United States subsidiaries, which include North American Resources Company,
MP Gas Company, and Altana Exploration Co., and our Canadian subsidiaries, which include Altana Exploration Ltd. and Canadian-Montana Gas
Company Limited. Effective January 1, 2000, we combined all of the assets, liabilities, and shareholders' equity of Canadian-Montana Gas Company
into Altana Exploration Ltd.

MPT&M principally trades crude oil, natural gas, and natural gas liquids commodities and derivatives.

. COMPETITIVE ENVIRONMENT

Our nonutility oil and natural gas businesses compete with major oil and natural gas companies and other independent and individual producers and
operators. For our natural gas operations in the United States, we intend to emphasize development of midstream, fee-based gas gathering and gas
processing services in a strategic transition away from the natural gas commodity exploration and production business. We intend to focus our efforts
in Canada on natural gas production and developing markets, primarily in southeast Alberta.

We currently sell natural gas production in both the United States and Canada under short-term, spot-market, and long-term contracts. Approximately
9.0 Mmcf, or 4 percent of our United States natural gas reserves, are dedicated to a long-term contract expiring in 2007. Approximately 105,831
Mmcf, or 84 percent of our Canadian natural gas reserves, are dedicated to long-term contracts expiring 2003 through 2005.

Additionally, our affiliate, MPT&M, competes for our former natural gas utility customers who have exercised consumer choice.

ENVIRONMENTAL ISSUES

.GENERAL

Our diversified businesses subject us to numerous federal, state, and local environmental laws and regulations relating to pollution control and
prevention and environmental remediation, including laws and regulations regarding clean air and water and the cleanup of contamination related to
past business operations. We accrue an appropriate amount of estimated costs associated with reasonably foreseeable potential environmental cleanup
costs. We do not expect these costs to materially affect our consolidated financial position, results of operations, or cash flows.

The Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), and some of its state counterparts, may require us to
remove or mitigate adverse environmental effects resulting from the disposal or release of certain substances at sites that we owned or presently own,
or at sites



where these substances were disposed. We do not know the amount of costs associated with current site remediation efforts or future remediation
because of uncertainties relating to, among other matters, the following:

We do not know all sites for which we may be alleged or found to be
responsible.

We cannot estimate with any degree of reasonable certainty the total
costs for sites that we have identified.

We do not expect the unknown costs to have a materially adverse effect on our consolidated financial position, results of operations, or cash flows.

. SILVER BOW CREEK/BUTTE AREA SUPERFUND SITE

We are a Potentially Responsible Party (PRP) at the Silver Bow Creek/Butte Area Superfund Site. A Consent Decree recognizing our "de minimis"
contributor status is pending approval of the United States District Court for the District of Montana. Upon approval of the Consent Decree, and
payment of $100,000, we would receive a release from further liability for cleanup costs. Further, the Consent Decree would provide contribution
protection in the event other PRPs claim contribution for cleanup costs they expend. Given the expected approval of the Consent Decree, the
substantial financial capability of other PRPs named by the Environmental Protection Agency (EPA), and the limited connection between our
property ownership along with the "mining-related" character of the alleged contamination of this site, we do not believe we are exposed to material
liability regarding this site.

We will, however, continue to address alleged soils contamination of the 30 acres of this site that we own. We do not expect cleanup costs to be
material.

. MILLTOWN DAM SITE

Toxic heavy metals in the silts resting behind the dam caused the EPA to include Milltown Dam on its list of priority CERCLA sites. The EPA is
continuing its study of this situation, and its Record of Decision that will identify remedial actions and the party or parties responsible for them is
expected in 2001. We believe that we have no responsibility for any remediation of any alleged releases at the Milltown Dam because of a specific
statutory exemption in the CERCLA legislation.

. THOMPSON FALLS

The Montana Department of Environmental Quality (MDEQ) has listed the reservoir at the Thompson Falls Dam as a Comprehensive Environmental
Cleanup and Responsibility Act (CECRA) site - Montana's equivalent of a CERCLA National Priority List site. In 1985 and 1986, researchers found
elevated levels of heavy metals in sediments in the reservoir. The EPA declared the site a "No Further Action" site pursuant to CERCLA. The MDEQ
identified the site as a "Low Priority Site" because of the low probability of direct human contact and the lack of evidence of migration to
groundwater supplies. Given the low priority designation for this site, the risk of material remediation is very low. As discussed in Note 5, "Sale of
Electric Generating Assets," we retained pre-closing environmental liability relating to this CECRA listing when we sold the dam to PPL Montana.

. SALE OF ELECTRIC GENERATING ASSETS

For further information concerning our environmental liabilities associated with the generating assets sold to PPL Montana, see Note 5, "Sale of,
Electric Generating Assets."

. SITES OF MANUFACTURED GAS PLANTS

We have voluntarily cleaned up two sites where we operated manufactured gas plants, spending approximately $675,000. We have inspected and
assessed a third site. We are required to periodically monitor groundwater at the first two sites and report our results to the MDEQ. We have not
completed discussions with the MDEQ and local regulatory agencies regarding the third site. Although we do not expect that we will be required to
remediate the third site, we are likely to be required to monitor the groundwater at this site for an indefinite period. We do not expect the costs of
monitoring to be material.

. OIL AND NATURAL GAS

Our Canadian subsidiaries are involved with abandonment and remediation of depleted wells and surface facilities in Alberta, Canada. This work
addresses cleanup under the direction of Alberta Environmental and reflects normal activity within the oil and gas industry. Approximately 35 sites
are under active reclamation. We have completed cleanup of 70 sites through 1999, of which 31 sites are either awaiting final inspection by Alberta
Environmental or are in the final stages of monitoring vegetation growth, which must occur before we can apply for cleanup certification. Since
1995, we have spent approximately $800,000 (United States dollars) for cleanup of the identified sites. We estimate that we will spend an additional
$500,000 (United States dollars) for cleanup of affected sites through the year 2004. This estimate may change depending on acquisitions or
divestitures of Canadian properties that may occur over the five-year period.

EMPLOYEES

At December 31, 1999, we had 2,416 employees. Of these, 754 are members of collective bargaining units involving 11 unions. Current union
contracts will expire at various times during the next three years. The December 17, 1999, sale of our electric generating assets resulted in the
transfer of 474 persons to PPL Montana, which we have reflected in the above figures.



FOREIGN AND DOMESTIC OPERATIONS

We believe that financial information relating to the segment information for foreign and domestic operations and export sales, other than the
information previously disclosed regarding our Canadian subsidiaries, is immaterial.



ITEM 2. PROPERTIES
ELECTRIC UTILITY PROPERTIES

Our electric transmission system extends through the western two-thirds area of Montana. At December 31, 1999, we owned and operated 6,833
miles of transmission lines and 16,017 miles of distribution lines.

Our electric resource capacity is provided by two power-purchase agreements with PPL Montana, 15 Qualifying Facility (QF) contracts that total 101
MWs of firm winter peak capacity, and Milltown Dam (3 MWs gross capacity). For additional information on our power-purchase agreements, see
Note 3, "Commitments," in the "Purchase Commitments" section.

NATURAL GAS UTILITY PROPERTIES

We serve all of our natural gas customers from our transportation system, which extends through the western two-thirds area of Montana. At
December 31, 1999, we owned and operated 2,120 miles of natural gas transportation lines and 3,598 miles of distribution mains. We also have four
natural gas storage fields, which are an important part of our transportation system. These fields enable us to store natural gas in excess of system
load requirements during the summer for delivery during winter periods of peak demand, enhancing system reliability.

While our unregulated businesses now operate the natural gas producing properties, our natural gas utility still produces a small amount of natural
gas from fields in southern Montana and Wyoming to maintain our natural gas storage leases. See Item 8, "Financial Statements and Supplementary
Data - Oil and Natural Gas Producing Activities," for additional information relating to our net recoverable utility natural gas reserves.

Table	 Total produced, royalty, and purchased natural gas volumes during
the last three years follow, with all volumes in MDkt: 

	

United States	 Canada
Produced	 Royalty	 Purchased	 Produced	 Royalty Purchased

1999 	 	 —	 —	 17,668	 —	 —	 1,160

1998 	 	 —	 —	 10,798	 —	 —	 9,440

1997  1	  	 3,784	 294	 8,334	 3.420	 683	 7,170



TELECOMMUNICATIONS PROPERTIES

Touch America has staffed offices in Minneapolis, Minnesota; Fargo, North Dakota; Billings, Bozeman, Helena, Butte, Great Falls, Kalispell, and
Missoula, Montana; Boise, Idaho; Spokane and Seattle, Washington; Eugene, Oregon; Casper, Wyoming; and Denver, Colorado. Touch America
owns 25 LMDS licenses in various marketing areas within nine states in the Pacific Northwest, Rocky Mountain, and Upper Midwest regions of the
United States.

. JOINT VENTURES

Table	 Primarily through Touch America. we hold interests in ioint ventures as listed below:

Partnership Project Location Partnership Owners Ownership Interest

FIV Communications LLC (FTV) Touch America 33.3%
Enron Broadband Services 33.3%
Williams Communications 33.3%

Iowa Telecommunications Services, Inc. (ITS) Iowa Touch America 30.7%
Iowa Network Services 69.3%

Northern Colorado Telecommunications LLC Denver, CO Touch America 50.0%
NCE Communications 50.0%

TW Wireless, LLC (TWW) Touch America 50.0% (Approx.)
U S West Wireless 50.0% (Approx.)

America Fiber Touch, LLC (AFT) Touch America 50.0%
AEP Communications 50.0%

Minnesota PCS, LP Minnesota Touch America 25.0%
Others 75.0%

New Horizon Technology Energy Services. LLC Butte, MT Tetragenics (a) 50.5%
NCAT (NHT) 37.0%
Williams 12.5%

(a) Tetragenics is a wholly owned subsidiary of Entech.



. FIBER-OPTIC NETWORK

Through Touch America, we own or hold interests in the fiber-optic routes listed below:

OPERATIONAL
Route

Route Miles

Within Montana. 	 1,615
Seattle-Minneapolis 	 2,033
Denver-Montana-Canadian Border 	 1,070
Minneapolis-Green Bay-Chicago 	 544
Denver Metropolitan Area 	 230
Denver-Colorado Springs-Dallas	 1,302
Spokane-Boise 	 487
Portland-Boise-Salt Lake City-
Las Vegas-Los Angeles 	 1,715
Portland-Seattle 	 200
Portland-Sacramento-Los Angeles (b) 	 1,500

Total Operational Route Miles 	 10,696

(b) The Portland-to-Sacramento section of this route has been delayed due to permitting issues.

Touch America either holds title to, or has contractual rights in, the above operational route miles. Those route miles not owned by Touch
America are held principally through Indefeasible Rights-of-Use (IRUs).

UNDER CONSTRUCTION
Anticipated

Route Operational
Route	 = Miles Date

Minneapolis-Des Moines-
Topeka-Denver (c) 	 1,050 2000
Rexburg-American Falls, ID 	 280 2000
Salt Lake City-Denver 	 632 2000
Seattle-Yakima-Spokane 	 400 2000
Spokane-Billings 	 625 2000
Minneapolis-Madison-Chicago 	 500 2000
St. Louis-Plano, IL 	 330 2000
Houston-New Orleans-Jacksonville 	 1,050 2000
Chicago-Detroit 	 400 2000
Sacramento-Salt Lake City 	 770 2001
Denver-Omaha-Des Moines-Chicago 	 1,100 2001
Los Angeles-San Diego-Phoenix-
Dallas-Houston 	 2,330 2001
Jacksonville-Orlando-Atlanta 	 560 2001
Atlanta-Washington, DC-New York City 	 1,140 2001
St. Louis-Kansas City 	 285 2001
Kansas City-Tulsa 	 265 2001
Tulsa-Dallas 	 330 2001

Total Route Miles Under Construction 	 12,047

(c) This route will become operational in 2000, pending signing of the contract.

The above tables do not include the 1,800 miles that Touch America expects to acquire as a result of the agreement with Qwest signed on
March 13, 2000.



COAL PROPERTIES

Western Energy leases and produces coal from Montana properties, and Northwestern Resources leases and produces lignite from Texas properties.
Western Energy's subsidiary, Western SynCoal LLC (Western SynCoal), owns a patented coal-enhancement process and a coal-enhancement process
demonstration plant at the Rosebud Mine that Western Energy operates.

Western Energy has coal leases covering approximately 497,686,000 proved, probable, and recoverable tons of surface-mineable coal reserves at
Colstrip. These tons average less than 1.6 pounds of sulfur dioxide per MMBTU. Approximately 211,809,000 tons of these reserves are committed to
present contracts, relating principally to the Colstrip Units.

Northwestern Resources has lignite leases in central Texas at the Jewett Mine covering approximately 144,500,000 proved, probable, and recoverable
tons of surface-mineable lignite reserves. Northwestern Resources has dedicated all of these reserves to Reliant.

INDEPENDENT POWER PROPERTIES
Table	 Through CES, we partially own or have contract rights in nonutility

power generation projects as listed below: 

. PROJECTS IN OPERATION

Location
(Commercial Ownership

Rated
Capacity

CES
Share

Customer

Electricity ThermalProject Operation) Interest MW MW

Encogen One (a) Sweetwater, TX 49.9% 255 128 Texas Utilities U.S. Gypsum
(1989) Electric Co.

Tenaska-Paris (b) Paris, TX 10.0% 223 22 Texas Utilities Campbell
(1989) Electric Co. Soup Co.

Teesside (c) United Kingdom 3.2% 1,725 56 Various U.K. customers
(1993)

Tenaska-Eeindale Ferndale, WA 25.1% 245 61 Puget Sound Energy •	 Tosco Corp.
(1994)

Doctor Bird Old Harbour, Jamaica 17.6% 74 13 Jamaica Public Service None
(1995)

Tenaska-Clebume Cleburne, TX 13.4% 258 35 Brazos REA City of Cleburne
(1997)

Total CES Share of Rated Capacity MW 315

(a) CES holds a managing partner interest in this project (through its wholly owned subsidiary, Enserch Development Corporation One,
Inc).

(b) This co-generation facility has a long-term contract with North American Resources Company (Entech's subsidiary) to purchase a
portion of its natural gas supply.

(c) Interest is the contractual right to utilize one-third of 168 MWs of capacity to produce electricity for sale from a 1,725 MW natural gas-
fired electric generating facility.



. PROJECTS UNDER CONSTRUCTION

Location
(Commercial Ownership

Rated
Capacity

CES
Share

Customer

Electricity ThermalProject Operation) Interest MW MW

Tenaska-Frontier
(Grimes County)

Grimes County, TX
(2000)

25.0% 830 208 Power Team, a division
of PECO Energy Company

None

Uch Power Limited Uch, Pakistan 3.2% 586 19 Pakistan Water & None
(2000) Power Department

Total Anticipated CES Share of Rated Capacity MW 	 227

OIL AND NATURAL GAS PROPERTIES

Table Listed below is information on our nonutility natural gas and oil wells
as of December 31, 1999, including the owned or leased properties in
which the wells are located. 

United States

Owned

Canada

Leased Leased

Gross productive natural gas wells 	 1,515 164 527
Net productive natural gas wells	 1,010.08 76.14 55.45
Gross productive oil wells 	 92 68
Net productive oil wells 	 86.22 48.73

Gross producing acres 	 501,361 41,525 262,353
Net producing acres 	 338,443 35,197 221,354
Gross undeveloped acres 	 514,109 14,373 333,577
Net undeveloped acres 	 322,833 12,797 258,592

Our producing oil and natural gas properties in the United States are principally located in Wyoming, Colorado, Oklahoma, and Montana. Our
Canadian properties are principally located in Alberta. One of our subsidiaries has agreements to supply 81 Bcf of natural gas to four co-generation
facilities over a period of 5 to 11 years, for which there are sufficient proved, developed, and undeveloped reserves, and controls related sales of
production, sufficient to supply all of the remaining natural gas required by those agreements. Approximately 9.0 Bcf are dedicated to supply one of
these contracts.

The United States wells listed above include multiple completions of 269 gross productive natural gas wells, or 214 net productive natural gas wells.
They also include 3 gross productive oil wells, or 3 net productive oil wells. The wells located in Canada include multiple completions of one gross
productive natural gas well, or a 0.5 net productive natural gas well.



Table	 The following table presents information on our nonutility oil

during the past three years.

and natural gas

1999

exploratory and development

United States

wells drilled

1997	 1999

Canada

_ 19971998 1998

Net productive natural gas exploratory wells 	 - 0.96 1.86 - 3.34 4.30

Net productive oil exploratory wells 	 - - 1.00 - - -

Net productive natural gas development wells 	 52.11 53.84 41.50 122.38 73.50 1.30

Net productive oil development wells 	 - - 2.87 - 0.98 15.11

Net dry exploratory wells 	 2.31 1.13 0.34 - 0.50 1.13

Net dry development wells 	 10.04 0.45 0.25 7.00 7.00 -

For information on properties acquired, see Item 8, "Supplementary Data - Oil and Natural Gas Producing Activities."

No significant change has occurred and no event has taken place since December 31, 1999, that would materially affect the estimated quantities of
proved reserves. For information pertaining to the net recoverable oil and natural gas reserves, see Item 8, "Supplementary Data - Oil and Natural
Gas Producing Activities."

Table	 The following table presents information on produced oil and natural gas average sales prices and production costs in
United States dollars for the past three years.

Year Ended December 31
1999

Canada

1998

Canada

1997

Canada
United
States

United
States

United
States

Average sales price:
Per Mcf of natural gas 	 $1.74 $1.69 $1.45 $1.39 $1.94 $1.38

Per barrel ofoil 16.16 15.40 12.96 11.36 20.42 18.77

Per barrel of natural gas liquids 	 11.81 10.97 9.10 10.12 10.12 15.64

Average production cost:
Per barrel of oil equivalent 	 $3.79 $2.84 $3.95 $2.95 $4.13 $3.02

NOTE: We converted natural gas production to barrel-of-oil equivalents
based on a ratio of 6 Mcf to 1 barrel of oil.

We sold nonutility oil, natural gas, and natural gas liquids production pursuant to short-term and long-term contracts at posted prices or pursuant to
forward-market arrangements. From 1997 to 1999, average sales prices changed due to market fluctuations. Natural gas sales include the sale under a
contract with our utility operations to supply customers who have not chosen other natural gas suppliers. This contract expires November 1, 2002.
Average production costs in the United States decreased as a result of the prior year inclusion of non-reaming environmental and compliance work
required on the processing facilities and operating efficiencies in both the United States and Canada.

MORTGAGE AND DEED OF TRUST

A Mortgage and Deed of Trust (Mortgage) subjects all of our physical properties, except subsidiary company assets and certain specified properties
and assets now owned or hereafter acquired, to a first mortgage lien.



ITEM 3. LEGAL PROCEEDINGS
PALADIN ASSOCIATES, INC.

We and North American Resources Company (NARCO), Entech's subsidiary, are defendants in litigation initiated in October 1995 by Paladin
Associates, Inc. in the United States District Court for the District of Montana. Paladin, a natural gas broker that transported natural gas on our
pipeline system, alleges that Northridge Petroleum Marketing, a Canadian corporation, NARCO and Montana Power violated antitrust law, breached
contractual obligations, and committed torts for which Paladin is entitled to collect monetary damages. Paladin is seeking actual damages that it
estimates to be approximately $10,000,000, which, if trebled, would amount to $30,000,000. In addition, it seeks unspecified punitive damages
regarding its tort claims.

We and NARCO deny Paladin's allegations. Because the alleged wrongful and illegal antitrust actions were subject to state and federal regulation, we
and NARCO are asserting a state action defense. Summary judgment motions and motions to limit issues at the trial are pending the court's
determination. The previously scheduled January 2000 trial of this matter has been postponed and has not been rescheduled.

TCA BUILDING COMPANY

Entech and Northwestern Resources, its subsidiary, are defendants in litigation initiated by TCA Building Company in 1995 in the 261st Judicial
District Court in Travis County, Texas. TCA alleged that Entech and Northwestern Resources breached obligations to assist it in mining its property,
that alleged promises underlying these obligations were tainted by fraud, and that our subsidiaries wrongfully interfered with a contract and a
business opportunity for TCA to sell lignite. TCA alleges that its damages, in addition to unspecified exemplary damages, are between $8,000,000
and 513,500,000. Entech and Northwestern Resources have asserted counterclaims that would substantially reduce these alleged amounts.

The Texas district court granted motions filed by Entech and Northwestern Resources for summary judgment on all of TCA's claims. We cannot
predict whether TCA will appeal or the ultimate resolution of TCA's claims.

For additional information on legal proceedings, see the "Environmental Issues" section of Item 1, "Business," and Note 2, "Contingencies."

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.

PART H

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER

MATTERS
COMMON STOCK INFORMATION

Our common stock is listed on the New York Stock Exchange and the Pacific Exchange, Inc. The following table presents the high and low sale
prices of our common stock, as well as dividends declared, for the years 1999 and 1998. The number of common shareholders of record on
December 31, 1999, was 31,976, and the number of common shareholders of record on March 3, 2000, was 31,778. As discussed in Part I, the Board
of Directors approved a two-for-one stock split of our outstanding common stock, effective August 6, 1999, for all shareholders of record on July 16,
1999, and we have adjusted all share and per-share information to reflect the split.

Table	 Common stock information: 

Dividends
Declared

Per
1999	 High	 Low	 Share

1st quarter $41.000 $24.563 $0.20
2nd quarter 42.625 31.563 0.20
3rd quarter 36.313 27.500 0.20
4th quarter 37.375 26.813 0.20

Dividends
Declared

Per
1998 High Low Share

1st quarter $18407 $14.532 $0.20
2nd quarter 19.250 16.907. 0.20
3rd quarter 22.625 16.625 0.20
4th quarter 28.563 20.563 0.20



Table	 Balance Sheet Items

1999 1998 1997 1996 1995

(Thousands of Dollars)
Assets:
Utility plant 	 $1,466,727 $2,246,847 $2,216,198 $2,236,309 $2,156,959
Less accumulated depreciation

and depletion	 	   464.653 732.385 684.960 705,119 663.216

Net utility plant	 1,002.074 1,514,462 1.531.238 1.531 190 1.493.743

Nonutility property 	 1,051,997 864,981 781,406 666,679 633,079
Less accumulated depreciation

and depletion 	 349,045 297.933 260.567 256.489 252.612

Net nonutility property 	 702,952 567.048 520,839 410,190 380,467

Total net plant and property 1,705,026 2,081,510 2,052,077 1,941,380 1,874,210
Other assets.	 	 1.343 717 846.585 753.819 756.835 711,881

Total Assets 	 53.048.743 $2.928.095 $2.805.896 $2,698.215 $2.586.091

Liabilities and Shareholders' Equity:
Common shareholders' equity 	 $1,029,217 $1,112,103 $1,037,534 $999,657 $976,043
Unallocated stock held by trustee

for retirement sayings plan 	 '	 (20,401) (23,298) (25,945) (28,360) (30,565)
Preferred stock 	 57,654 57,654 57,654 57,654 101,416
Company obligated mandatorily

redeemable preferred securities
of subsidiary trust 	 65,000 65,000 65,000 65,000

Long-term debt 	   618,512 698,329 653,168 633,339 616,574
Other liabilities 	 1.298 761 1.018.307 1,018.485 970,925 922.623

Total Liabilities and Shareholders'
$3,048,743 $2.928.095 $2.805.896 $2.698.215 $2.586.091



Table	 Income Statement Items

1999 1998 1997 1996 1995

(Thousands of Dollars except per-share amounts)
Income Statement Items:
Revenues 	 $1,342,309 $1,267,271 $1,023,597 $973,208 $953,224
Expenses:

Operations 	 668,521 541,743 420,032 386,775 426,425
Maintenance 	 81,553 81,064 82,702 75,409 74,593
Selling, general, and administrative 	 138,248 128,741 116,054 104,535 95,212
Taxes other than income taxes 	 103,881 96,181 92,967 84,400 86,599
Depreciation, depletion, and

amortization 	 111,145 114,267 95,340 86,403 84,635
Write-downs of lone-lived assets 	 7 083 = z = 74.297

1.110,431 961.996 807,095 737,522 841,761

Income from operations 	 231,878 305,275 216,502 235,686 111,463
Interest expense and other income:

Interest 	 43,006 60,851 54,667 48,770 43,656
Distributions on company obligated

mandatorily redeemable preferred
securities of subsidiary trust 	 5,492 5,492 5,492 - -

Other income - net 	 (11.029) (4,862) (34,159) (4,445) (10,704)

37,469 61,481 26,000 44,325 32,952

Income taxes 	 44.063 78.174 61,870 71,975 - 21,574

Net income 	 150,346 165,620 128,632 119,386 56,937
Dividends on preferred stock 	 3.690 3.690 3,690 8.358 7,227

Net income available for common stock 	 $146,656 $161,930 $124,942 $111,028 $49,710

Basic earnings per share of common stock:
Utility operations 	 $0.56 $0.47 $054 $0.56 $0.61
Nonutility operations 	 0.78 1.00 0.60 0.45 (0.15)

$1.34 $1.47 $1.14 $1.01 $0.46

Diluted earnings per share of
common stock 	 $1.33 $1.47 $1.14 $1.01 $0.46

Dividends declared per share of
common stock 	 $0.80 $0.80 $0.80 $0.80 $0.80

Average shares outstanding-Basic (000) 	 109,795 109,962 109,298 109,268 108,242
Earnings coverage of fixed charges,

SEC Method 	 3.25x 3.34x 2.94x 3.21x 1.96x



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS

OF OPERATIONS
RESULTS OF OPERATIONS

Consolidated net income available for common stock was $146,656,000 in 1999, compared with $161,930,000 in 1998 and $124,942,000 in 1997.

Table	 The following table shows the sources of consolidated net
for 1999, 1998, and 1997 and each source's percentage contribution
per share.

income on a per-share (basic) basis
to consolidated earnings

Year Ended December 31

Percent Percent Percent
1999 Contribution 1998 Contribution 1997 Contribution

Utility operations 	 $0.56 42% $0.47 32% $0.54 47%
Nonutility operations. 	 0.78 58% 1.00 68% 0.60 53%

Consolidated 	 $1.34 100% $1.47 100% $1.14 100%

1999 Compared With 1998
UTILITY

The utility's net income increased primarily because we recognized as income approximately $18,300,000 in unamortized investment tax credits
(ITCs) in the fourth quarter 1999.

Approximately $10,000,000 of these previously deferred ITCs were
associated with the sale of our electric generating assets.

Approximately $8,300,000 of these previously deferred ITCs were
recognized as income in accordance with provisions of the Electric
Act, which authorizes accelerated amortizations if the electric
utility's return on equity drops below 9.5 percent.

As a result of the sale, we also reversed accrued interest expense related to the Kerr Project. The after-tax effect of this adjustment to interest expense
positively affected the utility's 1999 earnings by approximately $3,000,000.

The electric utility's operating income decreased compared with 1998 for the following reasons:

Revenues increased primarily due to increased volumes of surplus
power sold in the secondary markets at higher prices, coupled with
revenues earned from transmitting energy for customers who chose
other suppliers.

Higher expenses - especially selling, general, and administrative
(SG&A) expenses and electric transmission and distribution expenses
- more than offset the increased revenues. Approximately $5,800,000
of the increase in SG&A expenses was attributable to costs 	 -
associated with implementing new infonnation systems.

The natural gas utility's operating income increased compared with 1998

mainly because of customer growth and a 1998 decrease in revenues to reflect a rate refund under a PSC ruling.

NONUTELITY

The nonutility's net income for 1999 decreased, compared with 1998, primarily because of the effects of one-time favorable events involving our
independent power business, Continental Energy Services, Inc. (CES), during 1998. The nonutility businesses had operating results for 1999 as
follows:

Income from telecommunications operations decreased compared with
1998. On January 16, 1999, a customer of Touch America exercised its
option to prepay, with a discount, all amounts due for the remaining
twelve-year initial term of a capacity agreement. As a result, Touch
America received $257,000,000 and Touch America's income from
operations for 1999 was approximately $23,200,000 lower than it
would have been without the discounted prepayment. Increased
private-line and long-distance revenues reduced the operating-income



effects of the prepayment.

Income from coal operations increased due to higher revenues
resulting from increased tons sold and the effects in the third
quarter 1998 of a one-time refund issued by Western Energy to
Colstrip Units 3 and 4 customers, which decreased 1998 revenues.

Income from independent power operations decreased because of the
following events, which had materially positive effects on CES' 1998
income: (1) a contract settlement between the Bonneville Power
Administration and an independent power partnership in which CES was
a partner, (2) the sale of CES' interest in the Lockport project in
New York; and (3) the effects of the buyout of CES' interest in the
Encogen Four project in New York.



Increased income from oil and natural gas operations resulted from
higher oil and natural gas prices and increased natural gas volumes
sold, which more than offset decreases in oil volumes sold and
write-downs of natural gas properties.

1998 Compared With 1997

Consolidated earnings for the year ended December 31, 1998, were $1.47 per share, an increase of $0.33 per share, or approximately 29 percent, over
1997 earnings of $1.14 per share.

Our 1998 financial performance reflects nonutility business successes, which significantly offset the effects of utility deregulation and weak oil and
gas prices. Our telecommunications and independent power businesses provided significant increases in annual earnings. Our utility operations
suffered not only from the effects of deregulation, but also from weather - which was 6 percent warmer than normal.

Approximately $0.39 per share of the increased earnings resulted from the following events in our independent power business: (1) an arbitration
award against the Bonneville Power Administration for breach of a power purchase agreement, resulting in a gain to CES of approximately
$42,200,000; (2) a gain of approximately $14,200,000 on the sale of CES' interest in the Lockport, New York project; and (3) a gain of
approximately $14,200,000 (including partial sale of plant) as a result of a third-quarter settlement with a power purchaser and the owners of a
project, including CES.

Increased rates and increased secondary sales resulted in an increase of approximately $17,600,000 in electric revenues. Natural gas general business
revenues decreased by approximately $14,400,000 mainly because of customer choice and wanner weather. Although lower maintenance expenses
reduced power-supply costs, our utility also was affected by charges associated with curtailment of a benefit plan and higher depreciation associated
with property that we had held for future construction of a generating plant.

Touch America recorded approximately $10,900,000 in earnings from unconsolidated investments as a result of its share of dark-fiber sales through
its interest in the FTV joint venture. Revenues from telecommunications operations increased approximately $51,000,000. The increase was
primarily attributable to the effects of (1) a full year's operation of Touch America's expanded fiber-optic network linking Seattle to Minneapolis-St.
Paul and Denver to Canada, resulting in dark-fiber sales, and (2) increased long-distance revenues.

Oil and natural gas earnings declined when compared with 1997. Production constraints and comparatively low prices caused the decline.

Table	 Utility Operations

Year Ended December 31

19971999 1998

(Thousands of Dollars)
ELECTRIC UTILITY:

REVENUES:
Revenues 	 $456,933 $450,719 $435,986
Intersegment revenues 	 13,616 7,576 4,685

470,549 458,295 440,671
EXPENSES:
Power supply 	 138,705 137,415 143,224
Transmission and distribution 	 49,355 40,182 38,359
Selling, general, and administrative 67,392 53,017 -	 50,872
Taxes other than income taxes 	 50,857 46,316 45,540
Depreciation and amortization 	 53,574 56,524 51,674

359,883 333,454 329,669

INCOME FROM ELECTRIC OPERATIONS 	 110,666 124,841 111,002

NATURAL GAS UTILITY:

REVENUES:
Revenues (other than gas supply

cost revenues) 	 78,359 75,112 105,220
Gas supply cost revenues 	 32,759 31,940 17,135
Intersegment revenues 	 629 727 588

111,747 107,779 122,943
EXPENSES:
Gas supply costs 	 32,759 31,940 17,135
Other production, gathering,



and exploration 	 2,338 2,284 8,572
Transmission and distribution 	 14,635 15,556 14,163
Selling, general, and administrative 21,944 20,191 17,889
Taxes other than income taxes 	 14,333 14,084 15,251
Depreciation, depletion,

and amortization 	 9.279 8,705 11.939

95.288 92,760 84.949

INCOME FROM GAS OPERATIONS 	 16,459 15,019 37,994

INTEREST EXPENSE AND OTHER INCOME:

Interest 	 48,204 56,357 52,191
Distributions on company obligated

mandatorily redeemable preferred
securities of subsidiary trust 5,492 5,492 5,492

Other income - net 	 (3,565) (3,723) (7,128)

50,131 58,126 50,555
INCOME TAXES 	 11,940 26,559 35,643

NET INCOME 	 65,054 55,175 62,798
DIVIDENDS ON PREFERRED STOCK 	 3,690 3,690 3,690

UTILITY NET INCOME AVAILABLE
FOR COMMON STOCK 	 $61_ ,364 $51,485 $59,108

UTILITY OPERATIONS

Weather affects the demand for electricity and natural gas, especially among residential and commercial customers. Very cold winters increase
demand,.while mild winters reduce demand. The weather's effect is measured using degree-days, which is the difference between the average daily
actual temperature and a baseline temperature of 65 degrees. Heating degree-days result when the average daily actual temperature is less than the
baseline. As measured by heating degree-days,



the 1999 temperatures for our service territory were 3 percent warmer than 1998 and 9 percent warmer than the historic average. Temperatures in
1998 were 6 percent warmer than 1997 and the historic average.

Weather, streamflow conditions, and the wholesale power markets in the Northwest and California influenced our electric wholesale revenues,
purchased-power expenses, and output of thermal generation. Regional purchased-power prices were higher in 1999 than 1998 and, consequently, we
did not displace thermal generation as in prior years.

Utility earnings are based on capital invested in utility plant. We expect our electric utility income to decrease as a result of the sale of our generating
assets.

ACCOUNTING FOR THE EFFECTS OF REGULATION

For our regulated operations, we follow Statement of Financial Accounting Standards (SFAS) No. 71, "Accounting for the Effects of Certain Types
of Regulation." Pursuant to this pronouncement, we recognize certain expenses and credits as they are reflected in revenues collected through rates
established by cost-based regulation. Changes in regulation or changes in the competitive environment could result in our not meeting the criteria of
SFAS No. 71. If we were to discontinue application of SFAS No. 71 for some or all of our regulated operations, we would have to eliminate the
related regulatory assets and liabilities from the balance sheet and include the associated expenses and credits in income in the period when the
discontinuation occurred, unless recovery of those costs was provided through rates charged to those customers in portions of the business that were
to remain regulated.

With the sale of our generating assets, we received proceeds in excess of the book value of the regulated assets. Until the PSC reaches a decision in
our Tier II filing, we are carrying these excess proceeds as a liability on the Consolidated Balance Sheet and have not recorded a gain on the sale.

For additional information on our Tier II filing, see Note 4, "Deregulation and Regulatory Matters." The Electric Act identifies regulatory assets and
deferred charges that exist because of regulatory practices, as well as above-market costs associated with QF contracts, as recoverable transition
costs. Based upon this anticipated recovery of these costs, we believe that discontinuing regulatory-accounting treatment would not have a material
adverse effect on our future consolidated financial position, results of operations, or cash flows. We expect our regulated transmission and
distribution businesses will continue to have cost-based rates and, therefore, meet the criteria of SFAS No. 71.



. ELECTRIC UTILITY

1999 Compared With 1998
Table The following table categorizes revenues and volumes into General Business Revenues, Sales to Other Utilities, Other, and
Intersegment. It also shows Bundled Revenues and Distribution Only Revenues separately for General Business Revenues. While we no
longer supply the electricity for customers who have chosen other commodity suppliers, we continue to earn transmission and
distribution revenues for moving their electricity across our transmission and distribution lines. We reflect transmission revenues as
Other Revenues and distribution revenues as Distribution Only Revenues. We expect these revenues to continue to increase as additional
customers move to choice. For customers who have not chosen other suppliers, Bundled Revenues reflect fully bundled rates for
supplying, transmitting, and distributing electricity. We expect these revenues to continue to decrease as additional customers move to
choice.

Revenues and
Power Supply Expenses Volumes

1998
(Thousands of Dollars)

1999	 1998
(Thousands of MWh)
1999

REVENUES:
General Business Bundled Revenues:
Residential 	 $127,591 $125,523 2% 1,810 1,927 (6%)
Small Commercial, Small Industrial,
and Government and Municipal 	 160,107 164,178 (2%) 2,484 2,793 (11%)
Large Commercial, Large Industrial 36,294 82,667 (56%) 1,124 2,158 (48%)
Irrigation and Street Lighting 	 15,249 14,683 4% 144 139 4%

Total 	 339,241 387,051 (12%) 5,562 7,017 (21%)

General Business Distribution Only
Revenues:
Small Commercial, Small Industrial,
and Government and Municipal 	 2,837 179 1485% 128 9 1322%
Large Commercial, Large Industrial 13.437 2 034 561% 13519 252 503%

Total 	 16,274 2,213 635% 1,647 261 531%

Total General Business
Revenues 	 355,515 389,264 (9%) 7,209 7,278 (1%)

Sales to Other Utilities 	 78,975 48,111 64% 3,375 1,906 77%
Other 	 22,443 13,344 68% - - -
Intersegment 	 13.616 72426 80% 66 125 (47%)

Total 	 $470,549 $458,295 3% 10,650 9,309 14%

POWER SUPPLY EXPENSES:
Hydroelectric 	 21,576 22,266 (3%) 3,692 3,742 (1%)
Steam 	 54,969 50,952 8% 4,685 4,516 4%
Purchased Power and Other 	 62.160 64.197 06.1 2 992 2.058 45%

Total 	 $138,705 $137,415 1% 11,369 10.316 10%

Dollars per MWh 	 $12.20 $1332

General Business Revenues

Revenues from electric utility operations increased in 1999, while General Business Revenues decreased primarily because of a decrease in revenues
from the Large Industrial Customer classification as these customers continued to choose other commodity suppliers. An increase in prices to recover
the cost of public-purpose programs in accordance with the Electric Act lessened the effects of decreased revenues from Large Industrial Customers.

Sales to Other Utilities

Revenues from Sales to Other Utilities increased because of increased volumes sold in the secondary markets at higher average prices. We had more
energy available to sell in the secondary markets because of increased plant availability as a result of less downtime for repairs and maintenance and
lower consumption attributable to customers continuing to choose other suppliers. With the sale of substantially all of our generating assets, we no
longer sell energy in the secondary markets.



Other

Other revenues increased mainly because of revenues earned for transmitting energy for customers who chose other suppliers. Prior to the Electric
Act, we classified transmission revenues as General Business Revenues. We now reflect transmission revenues from customers who chose other
suppliers as Other revenues, while we still report transmission revenues from customers who have not chosen other suppliers as General Business
Revenues.

Intersegment

Intersegment revenues increased because of the revenues associated with MPT&M using our lines to transmit energy that it sold in the secondary
markets. While we reflect sales in the secondary markets as Sales to Other Utilities, as of July 1, 1998, we began reflecting revenues earned from the
transmission of the energy sold to other utilities in the Intersegment line of the segmented schedule of revenues and expenses. The corresponding
transmission volumes are the same volumes associated with the sale of energy in the secondary markets. Therefore, we report these volumes in the
Sales to Other Utilities line in the table above.

Expenses

Power-supply expenses increased primarily due to increased plant availability. Transmission and distribution expenses increased because of costs
associated with using others' lines outside our service territory to transmit the energy sold in the secondary markets. Property taxes increased because
of additional plant and higher assessed property values. Depreciation and amortization expense decreased because of expenses incurred in 1998
associated with software costs and property held for future use.

SG&A expenses increased approximately S 14,400,000 mainly because of the following items:

An increase of approximately 57,900,000 for energy efficiency and
public-purpose programs to comply with the Universal System Benefits
Charge (USBC) requirements of the Electric Act. In accordance with
the Electric Act, we collect these costs through a separate
component of rates.

Costs of approximately S2,000,000 incurred to train staff and to
reengineer business processes to implement a new Enterprise Resource
Planning (ERP) information system and similar costs of approximately
$3,800,000 for a new Enterprise Customer Care (E-CIS) information
system.

Increases in other administrative costs of approximately $2,700,000,
which were mostly offset by decreased benefit expenses of
approximately $2,000,000 relating to the curtailment of a benefit
plan in the prior year.



ELECTRIC UTILITY

1998 Compared With 1997
Table The following table categorizes revenues and volumes into General Business Revenues, Sales to Other Utilities, Other, and
Intersegment. It also shows Bundled Revenues and Distribution Only Revenues

separately for General Business Revenues.

REVENUES:
General Business Bundled Revenues:

Revenues and
Power Supply Expenses

1998

Volumes

(Thousands of Dollars)
1998	 1997

(Thousands of MWh)
1997

Residential 	 $125,523 $122,446 3% 1,927 1,920 -
Small Commercial, Small Industrial,
and Government and Municipal 	 164,178 156,428 5% 2,793 2,699 3%
Large Commercial, Large Industrial 82,667 85,602 (3%) 2,158 2,196 (2%)
Irrigation and Street Lighting 	 14.683 13.271 11% 139 118 18%

Total 	 387,051 377,747 2% 7,017 6,933 1%
General Business Distribution Only
Revenues:
Small Commercial, Small Industrial,
and Government and Municipal 	 179 - - 9 -
Large Commercial, Large Industrial 2 034 = = 252 - -

Total 	 2,213 - - 261 - -

Total General Business
Revenues 	 389,264 377,747 3% 7,278 6,933 5%

Sales to Other Utilities 	 48,111 47,178 2% 1,906 2,663 (28%)
Other 	 - 13,344 11,061 21% - - -
Intersegnient 	 7,576 4.685 62% 125 149 (16%)

Total 	 $458,295 $440,671 4% 9,309 9.745 (5)

POWER SUPPLY EXPENSES:
Hydroelectric 	 22,266 22,887 (3%) 3,742 4,126 (9%)
Steam 	 50,952 57,057 (11%) 4,516 4,290 5%
Purchased Power and Other 	 64,197 63,280 1% 2 058 2.538 (19%)

Total 	 $137,415 $143.224 0261 10,316 10,954 (65'o)

Dollars per MWh 	 $13.32 $13.08

Revenues

Revenues increased during the period primarily due to higher rates. While volumes sold decreased due to the transfer of electric-trading activities to
nonutility operations in the third quarter of 1998, revenues from Sales to Other Utilities increased from higher average prices and steam generation,
resulting in more energy available to sell in the secondary market. Other revenues increased as a result of an actuarial pension plan adjustment, along
with transmission revenues from customers who chose other suppliers.

Expenses

Power-supply expenses decreased primarily due to lower steam maintenance, which was partially offset by increased purchased-power costs.
Although we purchased less power through electric-trading activities as a result of the transfer of these activities to nonutility operations, purchased-
power costs increased due to higher prices.

Increased SG&A expenses resulted primarily from increased outsourcing costs and higher benefit charges associated with curtailment of a benefit
plan. The absence of severance costs in the current year partially offset this increase. Depreciation and amortization expense increased because of
expenses associated with software costs and property held for future use.



. NATURAL GAS UTILITY

1999 Compared With 1998
Table The following table categorizes revenues and volumes into General Business Revenues, Sales to Other Utilities, Transportation, and Other.

Revenues
(Thousands of Dollars)

Volumes*
(Thousands of Dkt)

1999 1998 1999 1998

REVENUES:
Residential 	 $63,921 $61,666 4% 12,657 11,505 10%
Small Commercial, Small Industrial,
and Government and Municipal 	 30,329 31,842 (5%) 5 874 6,006 2244)

General Business Revenues 	 94,250 93,508 1% 18,531 17,511 6%
Less: Gas Supply Cost
Revenues (GSC) 	 32.759 31.940 3% = = =

General Business
Revenues without GSC 	 61,491 61,568 — 18,531 17,511 6%

Sales to Other Utilities 	 687 606 13% 229 200 15%
Transportation 	 15,197 14,844 2% 24,426 27,320 (11%)
Other 	 984 (1,906) (152%) = = =

Total 	 $78,359 $75,112 4% 43.186 45.031 (4%)

With the implementation of our E-CIS, we now report natural gas
revenues in dekatherms (Dkt). A Dkt measures the heat used and is
the basis of how we bill our customers.

Revenues-

All of our former Large Industrial and Large Commercial customers have now chosen other commodity suppliers. While we no longer supply the
natural gas for those customers, we still earn transportation revenues from moving their natural gas through our pipelines. We reflect these revenues
as Transportation revenues in the table.

General Business Revenues remained relatively flat. Increased revenues from customer growth and increased rates to recover higher gas-supply costs
were offset by a decrease in revenues from industrial customers continuing to choose other commodity suppliers. For additional information on
deregulation, see Note 4, "Deregulation and Regulatory Matters." Other revenues increased because of a 1998 decrease in revenues to reflect a rate
refund in compliance with a PSC ruling.

Expenses

SG&A expenses increased chiefly because of expensed costs for implementing the ERP system and the E-CIS system. An increase relating to energy
efficiency and public-purpose programs mostly offset a decrease in other administrative costs.



1998 Compared With 1997
Table The following table categorizes revenues and volumes into General Business Revenues, Sales to Other Utilities, Transportation, and Other.

Revenues
(Thousands of Dollars)

Volumes
(Thousands of Mt)

1998 1997 1998 1997

REVENUES:
Residential 	 $61,666 $66,292 (7%) 11,505 12,493 (8%)
Small Commercial, Small Industrial,
and Government and Municipal 	 31.842 41.613 f23%) 6.006 8.188 (27%)

General Business Revenues 	 93,508 107,905 (13%) 17,511 20,681 (15%)
Less: Gas Supply Cost
Revenues (GSC) 	 31.940 17.135 86% = = =

General Business
Revenues without GSC 	 61,568 90,770 (32%) 17,511 20,681 (15%)

Sales to Other Utilities 	 606 786 (23%) 200 237 (16%)
Transportation 	 14,844 9,919 50% 27,320 26,160 4%
Other 	 (1,906) 3,745 (151%) = = —

Total 	 $75.112 $105.220 (29%) 45.031 47.078

.

(4%)._---,_-

Revenues

Natural gas revenues, excluding gas-supply cost revenues, decreased in 1998 primarily due to weather-related reductions in volumes sold. Slightly
higher tariff rates and customer growth partially offset the revenue decrease. A decrease in Other revenues, due to the November 1997 restructuring
of our natural gas utility and an increase in gas-supply cost refunds to our customers, was partially offset by an increase in Transportation revenues.
For additional information on deregulation, see Note 4, "Deregulation and Regulatory Matters."

Expenses

In November 1997, we transferred substantially all of our regulated natural gas production assets to an unregulated affiliate. Since that time, we have
included operating expenses related to the transferred assets in the nonutility oil and natural gas operations. The absence of these expenses in the
utility operations resulted in net reductions in other production, gathering, and exploration costs.

As a result of the restructuring, we have contracted to purchase most of our natural gas from our nonutility affiliate. The contract price includes costs
associated with the transferred assets and returns on those assets. Gas cost revenues and expenses, which are always equal due to regulated rate and
accounting procedures, increased throughout 1998 due to the new purchase contract. Amortizations of prior period under-collections also contributed
to the increase.

Higher SG&A expenses for the period resulted primarily from increased amortizations of regulatory assets, which are collected in rates, as well as
higher outsourcing charges.

Depreciation, depletion, and amortization expense decreased due to the transfer of the natural gas production properties as discussed above.

. INTEREST EXPENSE AND INCOME TAXES

1999 Compared With 1998
Interest Expense

With the sale of our generating assets, we will no longer be responsible for mitigating costs associated with Kerr Project operations after the date of
the sale. We had previously recorded the present value of mitigation expenditures over the life of the license. From the date of the initial entry
through the date of the sale, interest expense had been recorded to adjust the mitigation liability to current dollars. With the sale, our obligation to
make payments for future periods ended. The mitigation liability has now been adjusted, and accrued interest expense was reversed. This adjustment
to interest expense accounts for the majority of the decrease in interest expense of approximately $8,200,000. For additional information on the Kerr
Project, see Note 2, "Contingencies."

Income Taxes

In accordance with the Electric Act, we are allowed to recognize as income accelerated amortizations of ITCs during the transition period if our
return on equity drops below 9.5 percent. As a result, we recognized approximately $8,300,000 of ITCs associated with our electric utility's business.



In addition, we recognized as income approximately $10,000,000 in unamortized ITCs associated with the sale of our electric generating assets to
PPL Montana.

1998 Compared With 1997
Interest expense increased in 1998 due to additional long-term borrowing and interest accrued on the Kerr Project mitigation liability as well as
interest associated with a federal income tax settlement. Partially offsetting this increase was a decrease in short-term borrowing and the absence of
interest paid in 1997 in conjunction with a contract settlement.

Table	 Nonutility Operations

Year Ended December 31

19971999 1998

(Thousands of Dollars)
TELECOMMUNICATIONS:
REVENUES:
Revenues 	 $84,350 $87,748 $46,691
Earnings from unconsolidated

investments 	 10,392 10,909 435
Intersegment revenues 	 1.012 1.298 799

95,754 99,955 47,925
EXPENSES:
Operations and maintenance 	 34,824 27,110 22,385
Selling, general, and administrative 12,480 12,172 8,825
Taxes other than income taxes 	 3,762 3,623 2,294
Depreciation and amortization 	 9.048 7,090 2,494

60,114 49,995 35,998

INCOME FROM TELECOMMUNICATIONS
OPERATIONS 	 35,640 49,960 11,927

COAL:
REVENUES:
Revenues 	 197,053 177,961 167,623
Intersegment revenues 	 39,729 38,796 34,164

236,782 216,757 201,787
EXPENSES:
Operations and maintenance	 150,801 132,963 119,085
Selling, general, and administrative 16,174 20,588 21,355
Taxes other than income taxes 	 25,759 24,050 23,455
Depreciation and amortization 	 7,446 6,596 9,043

200,180 184,197 172,938

INCOME FROM COAL OPERATIONS 	 36,602 32,560 28,849

INDEPENDENT POWER
REVENUES:
Revenues 	 75,101 73,707 70,932
Earnings from unconsolidated

investments 	 21,042 89,525 14,980
Intersegment sales 	 1,764 2,014 1,820

97,907 165,246 87,732

EXPENSES:
Operations and maintenance 	 65,343 65,009 63,837
Selling, general, and administrative 4,160 4,746 4,290
Taxes other than income taxes 	 1,840 1,767 1,868
Depreciation and amortization 	 3,122 9,005 2,774

74,465 80,527 72,769

INCOME FROM INDEPENDENT
POWER OPERATIONS 	 $23,442 $84,719 $14,963



OIL AND NATURAL GAS:
REVENUES:
Revenues 	 $338,869 $221,662 $163,656
Intersegment revenues 	 16.663 17,606 3.120

355,532 239,268 166,776
EXPENSES:
Operations and maintenance 	 284,517 183,536 118,266
Selling, general, and administrative 18,091 20,925 10,723
Taxes other than income taxes 	 6,049 4,908 4,555
Depreciation, depletion,

and amortization 	 23,832 22,259 16,922
Write-downs of long-lived assets 	 7,083

339,572 231,628 150,466
INCOME FROM OIL AND

NATURAL GAS OPERATIONS 	 15,960 7,640 16,310

OTHER OPERATIONS:
REVENUES:
Revenues 	 47,451 47,988 939
Intersegment revenues 	 1,874 1,913 5,719

49,325 49,901 6,658
EXPENSES:
Operations and maintenance 	 50,140 51,634 3,780
Selling, general, and administrative (49) 2,210 6,923
Taxes other than income taxes 	 1,281 1,433 4
Depreciation and amortization 	 4,844 4,088 494

56,216 59,365 11,201

LOSS FROM OTHER
OPERATIONS 	 (6,891) (9,464) (4,543)

INTEREST EXPENSE AND OTHER INCOME:
Interest 	 4,910 11,420 6,605
Other income - net 	 (17,572) (8,065) (31,160)

(12,662) 3,355 (24,555)

INCOME BEFORE INCOME TAXES 	 117,415 162,060 92,061
INCOME TAXES 	 32,123 51,615 26,227

NONUTILITY NET INCOME
AVAILABLE FOR COMMON STOCK 	 $85,292 $110,445 $65,834



NONUTILITY OPERATIONS

. TELECOMMUNICATIONS OPERATIONS

1999 Compared With 1998
Because Touch America received the $257,000,000 prepayment on January 16, 1999, revenues from sales on Touch America's fiber-optic network
were approximately $23,200,000 less than they would have been had the customer not exercised its option. (The effect for a full year will be
approximately $24,000,000.) Touch America is recognizing the prepayment in revenues over the remaining term of the agreement. Earnings from
unconsolidated investments, approximately $9,800,000 of which were attributable to revenues from dark-fiber sales through the FTV joint venture,
were approximately $10,400,000 in 1999, compared with earnings from unconsolidated investments in 1998 of approximately $10,900,000. The
decrease primarily resulted from a change in how we account for dark-fiber transactions. The change in accounting resulted from Financial
Accounting Standards Board (FASB) Interpretation No. 43, "Real Estate Sales" (an interpretation of SFAS No. 66, "Accounting for Sales of Real
Estate"). As a result, Touch America will recognize earnings of approximately $7,000,000 from dark-fiber transactions pursuant to existing
agreements entered into after June 30, 1999, over the applicable contract term.

After adjusting private-line revenues for the accounting effects of the prepayment and after excluding the dark-fiber sales included in earnings from
unconsolidated investments, Touch America's 1999 operating revenues increased approximately 21 percent as compared to 1998. With the same
adjustments above, Touch America's 1999 operating income increased approximately 24 percent.

The increase in operating revenues, after the above adjustments, mainly consists of two elements. First, it reflects increased private-line revenues of
approximately $10,100,000 due to higher revenues from sales of fiber capacity. Second, long-distance revenues, including Internet-service and
equipment-service revenues, increased approximately $7,800,000 as a result of increased long-distance customer and minute sales and customer
growth.

Table The following table shows year-to-date changes in long-distance revenues for the previous two years, in millions of dollars, and
the related percentage changes in minutes sold, price per minute, and

customer growth.
1999 1998

Revenues 	 $4 $3
Minutes sold 	 31% 43%
Price per minute 	 (9%) (15%)
Customer growth 	 26% 61%

Operations and maintenance (O&M) expense increased approximately $7,700,000 as a result of increased private-line, equipment-service, and long-
distance sales. Depreciation and amortization expense increased approximately $2,000,000 as a result of an increase in plant.

1998 Compared With 1997
Revenues from telecommunications operations increased primarily due to sales on Touch America's Washington-to-Minnesota and Colorado-to-
Canada fiber-optic network and a higher volume of long-distance minutes sold. We began earning revenues from the fiber-optic network late in the
third quarter of 1997. We have a one-third interest in the FTV joint venture, which made dark-fiber sales on an inland Portland-to-Los Angeles fiber-
optic network. These dark-fiber sales account for the $10,500,000 increase in earnings from unconsolidated investments.

• Expenses for 1998 were higher due to the operation of Touch America's fiber-optic network mentioned above, increased marketing expenses, and
costs related to the increased long-distance service.

. COAL OPERATIONS

1999 Compared With 1998
Income from coal operations in 1999 increased approximately $4,000,000 over 1998 mainly because of a one-time refund in 1998 to Colstrip Units 3
and 4 owners. Northwestern Resources' lignite revenues increased approximately $13,600,000 as a result of a 1 percent increase in volumes sold and
an increase in reimbursable mining costs, partially offset by a reversal of revenues previously recorded for deferred benefits.

Western Energy's consolidated 1999 revenues increased approximately $6,400,000 over 1998 primarily because Western Energy paid approximately
$7,900,000 in one-time refunds in the third quarter of 1998 to the owners of Colstrip Units 3 and 4 to settle contract disputes. This increase was offset
in part by a refund of $2,700,000 in the first quarter of 1999 for final pit reclamation funds previously collected. In addition, volumes sold at the
Rosebud Mine increased 1 percent in 1999.

O&M expenses increased approximately $17,800,000 due to higher royalties, equipment maintenance and rentals, and overburden stripping costs.
SG&A expenses decreased approximately $4,400,000 primarily from reversal of deferred benefit costs at Northwestern Resources in 1999 and a
lease abandonment in the fourth quarter of 1998. Taxes other than income taxes increased due to the higher value of coal sold in 1999 and a property
tax refund received by Northwestern Resources at the Jewett Mine in the third quarter of 1998, partially offset by credits resulting from a court
decision upholding Western Energy's position regarding severance tax credits.



1998 Compared With 1997
Income from coal operations increased by $3,700,000 primarily due to an increase in tons sold. Revenues from the Rosebud Mine, including
revenues from a synthetic fuel project at the mine, increased $9,500,000. Volume of coal sold to the Colstrip Units in 1998 was 18 percent higher due
to less downtime for repairs and scheduled maintenance at the Colstrip generating plants. These increased volumes were partially offset by lower
prices resulting from contract dispute settlements with Puget in February 1997 and with the other non-operating owners in August 1998. As discussed
earlier, these changes will result in modest profit reductions until mid-year 2000 with greater price reductions thereafter. Revenues from the Jewett
Mine rose $5,500,000 primarily as a result of an increase in reimbursable mining expenses, partially offset by a 4 percent decrease in tons of lignite
sold.

O&M expenses increased primarily due to higher volumes at the Rosebud Mine and increased stripping costs at the Jewett Mine. Depreciation and
amortization expenses decreased primarily as a result of the resolution of matters booked in a prior year relating to the former Colorado mining
operations.

. INDEPENDENT POWER OPERATIONS

1999 Compared With 1998
Earnings from unconsolidated investments decreased approximately $68,500,000 mainly because of the three events discussed at the beginning of the
MD&A section, "1999 Compared With 1998." After adjusting 1998 earnings from unconsolidated investments by those items, CES' 1999 revenues
increased approximately $5,400,000 from its existing projects as a result of improved operations.

Amortization expense was lower than in 1998 because CES recorded amortization expense of approximately $5,900,000 in 1998 to reflect the
reduced value of its investment in the Encogen Four project as a result of the contract buyout.

1998 Compared With 1997
Earnings from unconsolidated investments increased approximately $74,500,000 primarily because of CES' recognition of earnings in 1998 as a
result of the events discussed above.

Expenses increased approximately $7,800,000 mainly because of a $6,200,000 increase in the amortization of CES' independent power investments.
Power-supply expenses increased S2,200,000 resulting from increased generation, partially offset by a decrease in project development costs of
$1,100,000.

. OIL AND NATURAL GAS OPERATIONS

Table The following table shows year-to-year changes for the previous two years, in millions of dollars, in the various classifications
of revenues, and the related percentage changes in volumes sold and prices

received.
1999 1998

Natural gas -revenue $101 $72
-volume 36% 96%
-price/Mcf 11% (20%)

Natural gas
liquids -revenue $12 $12

-volume 49% 244%
-price/bbl 11% (10%)

Oil -revenue $1 $(12)
-volume (16%) (38%)
-price/bbl 30% (38%)

Miscellaneous -revenue $2 S-

1999 Compared With 1998 
Income from oil and natural gas operations increased approximately $8,300,000 due mainly to higher market prices in 1999. Natural gas revenues
increased because marketing and trading revenues and volumes were significantly higher as a result of increased sales into California and
Midwestern markets. Natural gas production and prices were both higher than the prior year. Revenues from oil operations were slightly higher
because improved prices more than offset lower production. Natural gas liquids revenues were higher, again because of increased marketing and
trading activities and higher prices.

O&M expenses increased mainly because of higher purchased natural gas and higher gas prices. SG&A expenses decreased primarily from reduced
incentive compensation accruals and lower expenditures for outside services. Taxes other than income taxes increased because of the higher value of
the natural gas produced from our reserves. Depreciation, depletion, and amortization expenses increased reflecting higher natural gas production, as

well as write-downs of long-lived assets in our Canadian oil and natural gas operations in accordance with SFAS No. 121, "Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of."



1998 Compared With 1997
Income from oil and natural gas operations decreased primarily due to lower market prices in 1998. In addition to lower prices, revenues from oil
operations decreased due to the sale of production properties. Natural gas and natural gas liquids revenues increased due to production from
properties



acquired in the second quarter of 1997 and from former utility assets transferred to oil and natural gas operations in the fourth quarter of 1997. In
addition, marketing to wholesale customers in California started in the second quarter of 1998. These increases were partially offset by lower prices
in 1998.

O&M expenses increased due to the costs of operating the acquired properties and transferred assets and because of purchased natural gas needed to
serve the new wholesale customers. Lower prices for purchased gas partially offset this increase. New operations also accounted for the increases in
SG&A and depreciation, depletion, and amortization expenses. 	 -

. INTEREST EXPENSE AND OTHER INCOME, AND INCOME TAXES

1999 Compared With 1998
Interest expense decreased primarily because we used funds from the telecommunications prepayment to reduce nonutility debt.

Other income - net increased by approximately $9,500,000, of which approximately $4,400,000 was attributable to interest income received on
investments. The remaining increase is largely because of increased intersegment interest income on loans from nonutility operations to utility
operations.

Income tax expense decreased because of lower pretax income and an estimated lower effective tax rate for 1999.

1998 Compared With 1997
Interest expense increased primarily due to increases in the amount of outstanding borrowings to provide short-term financing for our nonutility
operations expansion and higher interest rates.

Other income - net decreased due to 1997 gains of approximately $23,000,000 on sales of non-strategic oil and natural gas properties and a
$10,300,000 gain on the sale of our investment in a Brazilian gold mine. These gains were partially offset by a loss on the sale of non-strategic
Wyoming coal properties. The absence of dividend income from the Brazilian gold mine and interest income associated with a 1997 settlement with
the IRS also reduced other income.

The increase in income tax expense resulted from higher pretax income as well as a credit to expense in 1997 associated with a settlement with the
IRS.

LIQUIDITY AND CAPITAL RESOURCES

. OPERATING ACTIVITIES

Net cash provided by operating activities was $660,183,000 in 1999, compared to $255,677,000 in 1998, and $201,091,000 in 1997. The current year
increase of $404,506,000 was attributable mainly to a $257,000,000 prepayment received in January 1999 from a Touch America customer and
$106,000,000 that we received as a result of the termination of the purchase-power agreement with the LADWP and the establishment of the new
agreement. We are recognizing these revenues over the remaining terms of the Touch America agreement and the new agreement with the LADWP.
Both agreements have approximately 11 years remaining. We used cash from the telecommunications prepayment to reduce long-term debt and
short-term borrowings and pay taxes on the prepayment and on expected gains resulting from the sale of our electric generating assets. We expect to
use the LADWP proceeds for general corporate purposes, including the expansion of Touch America.

. INVESTING ACTIVITIES

Net cash provided by investing activities was $306,504,000 in 1999, compared to net cash used for investing activities of $159,552,000 in 1998 and
$199,368,000 in 1997. The current year increase of $466,056,000 was due primarily to the proceeds received from the sale of our generating assets.
As discussed in the "Financing Activities" section below, we have used some of the sales proceeds to repurchase shares of our common stock, and we
have begun to retire long-term debt. We also intend to use some of the proceeds to expand Touch America. See Note 5, "Sale of Electric Generating
Assets," for information regarding the sale of our generating assets and the use of proceeds from the
sale.
Table Forecasted capital expenditures for 2000 and capital expenditures during the prior three years are as follows:

Forecasted

1999

Actual

19972000 1998

. (Thousands of Dollars)
Utility 	 $57,000 $63,598	 $83,323 $138,318
Nonutility* 	 397,000 221,709 130,078 173,368

Total 	 $454,000 $285,307 $213,401 $311,686

*Approximately $287,000,000 of the $397,000,000 forecasted 2000 nonutility capital expenditures is for telecommunications operations. These
forecasted capital expenditures do not include amounts that may be necessary as a result of the Qwest asset acquisition discussed in Note 3,
"Commitments." If the Qwest acquisition is closed, we do not expect the purchase price and subsequent additional related capital expenditures to
exceed $300,000,000.



Consistent with our strategy, we intend to invest the majority of our utility's capital expenditures during 2000 in upgrading our electric and natural
gas transmission and distribution systems, and extending our electric and natural gas distribution lines. Similarly, we expect to invest the majority of
our nonutility capital expenditures during 2000 on expanding and developing Touch America's fiber-optic network and wireless



communications systems. We also expect Touch America's network traffic to increase and, therefore, expect these efforts to result in further capital
expenditures. See Item 1, "Business," under the "Telecommunications Operations," and Note 3, "Commitments," for further discussion of Touch
America's projects and commitments. In addition, we expect expenditures for future project investments by our independent power operations;
drilling, development, and capital-improvement projects for our natural gas operations; and the implementation of our ERP system.

We estimate that internally generated funds for 2000, by business unit, will average 142 percent of our utility's capital expenditures, exclusive of the
expenses associated with the sale of our generation facilities, and 26 percent of our nonutility construction program, exclusive of the Qwest asset
acquisition discussed in Note 3, "Commitments." We expect to finance any remaining capital expenditure balances, as well as the repayment of
maturing long-term debt, with the remaining generation-sale proceeds, short-term and long-term debt, and with sales of equity securities. The
amounts and timing of these activities will depend upon future market conditions. We expect to have adequate sources of external capital to meet our
financing needs.

. FINANCING ACTIVITIES

Net cash used for financing activities was $422,396,000 in 1999, compared to $88,779,000 in 1998 and $27,981,000 in 1997.

In December 1998, the MPC Natural Gas Funding Trust (Trust), a wholly owned subsidiary, issued $62,700,000 of 6.2 percent asset-backed
securities known as transition bonds. On February 1, 1999, we used the majority of these proceeds to retire $55,000,000 of our 7.7 percent First
Mortgage Bonds. The transition bonds will be retired from funds collected by the Trust through usage-based charges levied on natural gas
transportation and distribution customers. The retirements will occur at six-month intervals from September 15, 1999, through March 15, 2012, and
will be in varying amounts depending on revenues collected from customers. At December 31, 1999, $2,603,194 is classified as due within one year
on the Consolidated Balance Sheet.

As part of the Tier II rate filing discussed in Note 4, "Deregulation and Regulatory Matters," we indicated our intention to retire approximately
$266,000,000 of long-term debt. We estimate that the expenses associated with these retirements will be approximately $20,000,000. On September
3, 1999, we retired $10,000,000 of our 7.875 percent Series B Unsecured Medium-Term Notes (MTNs) due December 23, 2026. We retired an
additional $5,000,000 of these MTNs on October 13, 1999. In addition, we retired $5,000,000 of 7.25 percent Secured MTNs due January 19, 2024,
and $7,000,000 of 8.68 percent Unsecured Series A MTNs due February 7, 2022, in January of 2000. We plan to retire the remaining $239,000,000
of long-term debt throughout the year 2000.

We retired at maturity $2,500,000 of 8.90 percent Series A MTNs on October 1, 1999.

See Note- 7, "Common Stock," for a discussion of our December 23, 1999, purchase of 4,682,100 shares of our common stock, at a cost of
$144,872,000, through our share-repurchase program.

Dividends paid on common and preferred stock were $90,902,000 in 1999, $91,598,000 in 1998, and $91,112,000 in 1997. During 1999, our regular
quarterly dividend level was 20 cents per share of outstanding stock or 80 cents per share on an annual basis.

The Board of Directors periodically reviews our dividend policy to ensure that our dividend payout and dividend rate are appropriate given our
business plan, strategy, and outlook. Our common stock dividend rate is dependent on our results of operations, financial position, anticipated future
uses of cash, and other factors. In assessing the dividend policy, the Board of Directors also evaluates the effect of the sale of our generation assets
and the continued growth of, and investment in, Touch America. As discussed in Item 1, Goldman, Sachs & Co. is assisting in evaluating options
with respect to implementing a strategy to separate Touch America from Montana Power and maximize shareholder value. The Board of Directors
will continue to assess and adjust our dividend policy in light of these and other developments.

The consolidated borrowing ability under our Revolving Credit and Term Loan Agreements was $179,400,000, of which $161,900,000 was unused
at December 31, 1999. We also have short-term borrowing facilities with commercial banks that provide both committed and uncommitted lines of
credit and the ability to sell commercial paper.

Our long-term debt as a percentage of capitalization was 35 percent during 1999, and 37 percent in 1998 and 1997. Approximately $59,000,000 of
long-term debt will mature during the year 2000. With the generation sales proceeds available to repurchase long-term debt, the above ratio could
decrease during 2000. We have also entered into long-term lease arrangements and other long-term contracts for sales and purchases that are not
reflected on the Consolidated Balance Sheet. For additional information, see Note 3, "Commitments."

While we do not expect to issue additional First Mortgage Bonds in 2000, the Mortgage and Deed of Trust would not preclude us from issuing
sufficient First Mortgage Bonds to meet our expected financing requirements for the year. Neither our restated Articles of Incorporation, the
Mortgage and Deed of Trust, or our Sinking Fund Debenture Agreement contain any restrictions on issuance of short-term debt or preferred stock.

See Note 10, "Long-Term Debt," and Note 11, "Short-Term Borrowing," for further information on our financing activities.

SEC RATIO OF EARNINGS TO FIXED CHARGES

For the twelve months ended December 31, 1999, our ratio of earnings to fixed charges was 3.25 times compared to



3.34 times for 1998 and 2.94 times for 1997. Fixed charges include interest, the implicit interest of Colstrip Unit 4 rentals, and one-third of all other
rental payments.

INFLATION

We believe that, at currently anticipated levels, inflation will not materially affect our results of operations.

YEAR 2000

We did not have any significant disruptions as a result of the calendar rollover from 1999 to 2000. To achieve this result, we inventoried critical
information technology (IT) systems and non-information (non-IT) systems, analyzed the systems to determine their Year 2000 (Y2K) readiness,
replaced or repaired systems, if necessary, and tested the systems to ensure their availability and integrity. We completed and tested contingency
plans to ensure business continuity in the event of unanticipated problems, but we did not have to activate any of our contingency plans.

We did not establish a formal process to track Y2K expenditures. Many of the measures that mitigated Y2K effects coincided with normal operations
and maintenance and, therefore, were not accounted for separately as Y2K expenditures. For example, a capital upgrade to the energy management
system that cost $460,000 was necessary to provide additional functionality and also resulted in a Y2K benefit Likewise, we implemented a new
method of customer billing at a cost of $3,100,000 and although it addressed the Y2K issue, the new method was planned for reasons other than
Y2K. Our Information Services Department did track its Y2K expenditures and estimates that it spent approximately $2,400,000 to address the Y2K
issue. Although we are unable to estimate our overall costs of ensuring that we were Y2K ready, these costs were not material to our consolidated
financial position, results of operations, or cash flows. 	 •

The above information is a Year 2000 Readiness Disclosure pursuant to the Federal Year 2000 Information and Readiness Disclosure Act.

NEW ACCOUNTING PRONOUNCEMENTS

New requirements associated with the accounting for derivative instruments and hedging and trading activities eventually will affect MPT&M. In
addition, a recent interpretation of how to properly account for certain dark-fiber sales has affected Touch America.

. SFAS No. 133 AND SFAS No. 137

In June 1998, the Financial Accounting Standards Board (FASB) issued SFAS No. 133, "Accounting for Derivative Instruments and Hedging
Activities:" SFAS No. 133 requires that all derivative instruments be recorded on an entity's balance sheet at fair value. The statement also expands
the definition of a derivative. In July 1999, the FASB issued SFAS No. 137, "Accounting for Derivative Instruments and Hedging Activities:
Deferral of the Effective Date of FASB Statement No. 133." SFAS No. 137 delays for one year the effective date of SFAS No. 133. This delay means
that we are not required to adopt SFAS No. 133 until January 1, 2001. However, we can adopt it earlier if we choose to do so. We have not yet
determined the effect that adopting SFAS No. 133 will have on our consolidated financial position, results of operations, or cash flows.

Changes in the fair value of derivatives will be recognized each period either in current earnings or as a component of comprehensive income,
depending on whether the derivative is designated as part of a hedge transaction. The statement distinguishes between (1) fair-value hedges, defined
as hedges of assets, liabilities, or firm commitments, and (2) cash-flow hedges, defined as hedges of future cash flows related to a variable-rate asset
or liability or a forecasted transaction. Recognition of changes in the fair value of a fair-value hedge will generally be offset in the income statement
by the recognition of the change in the fair value of the hedged item. Recognition of changes in the fair value of a cash-flow hedge will be reported as
a component of comprehensive income. The gains or losses on the derivative instruments that are reported in comprehensive income will be
reclassified into current earnings in the periods in which the earnings are affected by the variability of the cash flows of the hedged item. The
ineffective portions of all hedges will be recognized in current earnings.

. FASB INTERPRETATION NO. 43

On July 8, 1999, the FASB issued Interpretation No. 43, "Real Estate Sales," which is an interpretation of SFAS No. 66, "Accounting for Sales of
Real Estate." This interpretation, which requires entities to recognize revenues from dark-fiber sales over the period of the contract rather than at the
time of sale if title to the rights of use does not transfer to the lessee at the end of the contract, applies to transactions entered into after June 30, 1999.
As a result of FASB Interpretation No. 43, we changed how we account for transactions involving dark-fiber sales on a prospective basis. Rather than
recognizing approximately $7,000,000 in revenues in the fourth quarter from dark-fiber transactions pursuant to existing agreements entered into
after June 30, 1999, Touch America will recognize these earnings over the term of the applicable contract

ENVIRONMENTAL ISSUES

For a discussion of environmental issues and how they affect us, see Item 1, "Business," under the "Environmental Issues" section.



ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Our energy commodity-producing, trading, and marketing activities and other investments and agreements expose us to the market risks associated
with fluctuations in commodity prices, interest rates, and changes in foreign currency translation rates. We specify below what these risks are to our
businesses and estimate what could occur under certain adverse market conditions and other assumptions. Because we base our estimates on
assumptions only, actual results under the conditions assumed below could differ materially from our estimates. In addition, these disclosures
indicate only reasonably possible losses and do not necessarily indicate expected future losses.

TRADING INSTRUMENTS

Commodity price risk represents the primary market risk to which our unregulated energy-commodity producing, trading, and marketing operations
are exposed. We discuss the derivative financial instruments that we use to manage this risk in Note 1, "Summary of Significant Accounting Policies,
Derivative Financial Instruments." We do not use derivative financial instruments to hedge against exposure to fluctuations in interest rates or foreign
currency exchange rates. We do, however, have investments in independent power partnerships, some of which have used derivative financial
instruments to hedge against interest rate exposure on floating rate debt. At December 31, 1999, however, we believe that we would not experience
any material adverse effects from the risks inherent in the independent power partnerships' instruments.

. ELECTRICITY

In June 1998, prior to our August 1998 decision to exit the electric trading and marketing businesses, MPT&M entered into a derivative financial
transaction, called a "swap," in conjunction with one of our electric retail sales contracts. That swap allows us to receive the difference between a
fixed price and a market-index price for electricity. We net the difference against the cost of purchasing electricity to serve the retail sales contract.
Thus, the swap, which expires before the supply contract, allows us to mitigate our losses on the retail sales contract

. CRUDE OIL, NATURAL GAS, AND NATURAL GAS LIQUIDS

In December 1998, our Audit Committee adopted commodity risk-management policies and practices to govern the execution, recording, and
reporting of derivative financial instruments and physical transactions associated with the trading and marketing activity of crude oil, natural gas, and
natural gas liquids engaged in by MPT&M. These policies and practices require MPT&M to identify, quantify, and report commodity risks and to
hold regular Risk Management Committee meetings. Our Risk Management Committee (1) approves the risk-related trading activities in which
MPT&M participates and the kinds of instruments that MPT&M may use, and (2) recommends to our Audit Committee specific limits for MPT&M's
trading activity.

MPT&M's value-at-risk (VaR) is based on J.P. Morgan's RiskMetrics(TM) approach: variance/co-variance. This approach uses historical estimates of
volatility and correlation and values optionality using delta equivalents. Thus, it provides us a measure of MPT&M's exposure to potential losses
from future adverse changes in the fair value of the commodities and fmancial instruments MPT&M trades. Because actual future changes in markets
- prices, volatilities, and correlations - may be inconsistent with historical observations, MPT&M's VaR as measured by RiskMetrics(TM) may not
accurately reflect future adverse changes in fair values.

MPT&M calculates its VaR assuming a forward 24-month time period, a one-day holding period, and a 95 percent confidence level. The calculation
indicates how much MPT&M could lose from its trading transactions under those and other assumptions. At December 31, 1999, MPT&M's VaR
calculation for physical and financial crude oil, natural gas, and natural gas liquids transactions, including forecasts of affiliate-owned production,
was approximately $1,400,000.

Our Audit Committee established a "VaR limit" to manage our exposure to potential losses from trading activity. MPT&M must report to that
committee the number of times it exceeds the established limit. On June 21, 1999, our Audit Committee increased MPT&M's VaR limit to
$2,000,000, to include crude oil and natural gas liquids and forecasts of affiliate-owned production.

VAR RESULTS

From January 1, 1999, through June 20, 1999, when MPT&M's VaR limit
was set at $1,000,000, it reported daily adverse changes in fair
values in excess of that $1,000,000 limit on seven occasions;

From June 21, 1999, through December 31, 1999, when MPT&M's VaR
limit was set at $2,000,000, it reported daily adverse changes in
fair values in excess of that $2,000,000 limit on six occasions; and

From January 1, 2000, through March 1, 2000, MPT&M reported daily
adverse changes in fair values in excess of its VaR limit on no
occasions.

. COUNTERPARTY CREDIT RISK

Commodity price changes may provide a motive to our counterparties to default on their delivery or payment obligations to us under our physical and
financial crude oil, natural gas, and natural gas liquids trading instruments. Our



corporate credit risk policy requires us to investigate and monitor the creditworthiness of our physical and financial trading counterparties. We do not
expect nonperformance by these trading counterparties to have a material adverse effect on our consolidated financial position, results of operations,
or cash flows.

. SUMMARY OF 1998 AND COMPARISON OF 1999 WITH 1998

At December 31, 1998, we had no derivative financial contracts relating to crude oil or natural gas liquids, nor did our VaR limit include those
commodities. At December 31, 1999, we include derivative financial contracts relating to those commodities in the calculation of our VaR limit. At
both dates, however, our VaR calculation was less than $2,000,000.

OTHER-THAN-TRADING INSTRUMENTS

COMMODITY PRICE EXPOSURE

UTILITY

The Public Utilities Regulatory Policies Act (PURPA) required that our electric utility enter into agreements with Qualifying Facilities (QFs) for the
purchase or exchange of electricity under contracts with expiration terms ranging from 2003 through 2031. At December 31, 1999, we estimate that
these contracts could result in above-market costs of between $300,000,000 and $500,000,000 throughout their duration. A hypothetical 10 percent
adverse change in the market price for electricity increases the potential above-market costs by $25,000,000 to $30,000,000. We are evaluating
options for divestiture of these contracts.

Our electric utility also entered into two Wholesale Transition Service Agreements (WTSAs), effective December 17, 1999, with PPL Montana.
These agreements enable us to fulfill our obligation to supply power until July 2002 to those customers who have not chosen another supplier. Both
agreements price the power sold at a market index, with a monthly floor and an annual cap and, therefore, limit our exposure to price fluctuations of
the electricity market to the cap, but expose us to price fluctuations below the floor.

Our natural gas utility entered into take-or-pay contracts with Montana natural gas producers to provide adequate supplies of natural gas for our
utility customers. We currently have six of these contracts, with expirations between 2000 and 2006.

These electric and natural gas agreements have liquidating damage clauses that require the non-performing party to pay the other party the positive
difference between the market and contract prices plus transportation and other fees. We believe that the possibility of non-performance is remote
and, therefore, have not calculated its financial effect.

We expect to recover all reasonable costs associated with the QF contracts through competitive transition charges (CTCs), all reasonable costs
associated with the WTSA contracts in the electric restructuring process, and the reasonable costs associated with the take-or-pay contracts through
future natural gas rates. Therefore, we do not expect these contracts to expose us to market risks related to commodity price fluctuations. However,
recovery of the costs associated with these contracts is subject to the possibility of regulatory lag or even disallowance. For additional information,
see Note 4, "Deregulation and Regulatory Matters."

We entered into a contract to sell electricity to an industrial customer at terms that include a fixed price for a portion of the power delivered and an
index-based price for another portion. Approximately three years from now, the contract provides that we sell all power to our customer at an index-
based price. Since the sale of our generating assets on December 17, 1999, we have had to serve this customer with power purchased in the electricity
market. Because the price of that power could be greater than the fixed-price portion of the contract, the fixed-price portion subjects us to commodity
price risk. With the uncertainties relating to the supply 'requirements of the contract and uncertainties surrounding various arrangements that would
allow us to serve the contractual demand, we cannot determine at this time the potential effects of this contract on our future consolidated financial
position, results of operations, and cash flows. MPT&M has entered into a swap agreement to mitigate the commodity price risk inherent in this
contract, and we continue to examine other options to minimize our costs.

NONUTILITY

Northwestern Resources has a full-lignite requirements supply agreement (LSA) through July 2015 for the delivery of lignite to two mine-mouth
electric generating facilities. The contract currently provides for the reimbursement of certain mining costs as well as management and dedication
fees and, therefore, does not expose us to commodity price risk. Under a settlement reached in August 1999, the pricing structure will change July 1,
2002, to one driven by the market for Powder River Basin (PRB) coal adjusted for transportation and other costs. We estimate that, after mid-2002, a
hypothetical 10 percent decrease of the PRB market price adjusted for transportation costs would reduce annual revenues by approximately
$3,000,000.

Western Energy also has full-requirements contracts for the sale of coal to the four mine-mouth electric generating plants at Colstrip. The contract for
Units 1 and 2 provides for a price re-opener in 2001 to adjust prices that reflect changes in mining costs. Because our mining costs are not directly
tied to market price changes, the Units 1 and 2 contract is not subject to commodity price risk. The contract for Colstrip Units 3 and 4 requires that
we constantly evaluate alternative supplies.
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However, neither Western Energy nor the Colstrip Project Division has a unit train off-loading facility. Because the prices of alternative supplies
must include the substantial cost of constructing this facility, a hypothetical 10 percent decrease in the prices of these competitive coal supplies
would not materially affect us.

Before MPT&M exited the electric trading and marketing business, it entered into both electric purchase and sale contracts, expiring between 2000
and 2002. Some of these contracts are based on indexed-based prices and others on fixed prices. The fair values of the fixed-price contracts are
subject to changes in electric market prices.

CES has equity interests in various electric generation and co-generation projects, expiring between 2008 and 2023. These projects sell power under
contracts with prices determined by PURPA and other contracts with indexed-based or fixed prices. Even the fixed-price contracts limit our exposure
to commodity price risk, because fuel costs are controlled through long-term or pass-through contracts.

CES' Colstrip 4 Lease Management Division sells the leased share of Colstrip Unit 4 generation principally to the LADWP and to Puget under
contracts that expire at the same time as our sale-leaseback agreement of Colstrip Unit 4. In December 1999, we agreed with the LADWP to
terminate the 11 remaining years of the existing contract, and we entered into a new power purchase agreement with the LADWP to provide 111
MWs of capacity and energy from December 21, 1999, to December 29, 2010, scheduled at rates over the duration of the agreement. We received
$106,000,000 from the LADWP as consideration for the termination of the existing agreement and the establishment of the new agreement. The new
agreement subjects us to commodity price risk to the extent that our operational and fuel costs exceed the revenues allowable under the price
schedule.

Table Based on mark-to-market analyses and the net present value of
forecasted cash flows at December 31, 1999, the table set forth
below contains estimates of the fair market values of the above
electric purchase and sale contracts as well as the effect on those
values of a hypothetical 10 percent increase in electricity prices: 

Fair
Effect of 10%

Price Increase On
Company Market Value Fair Market Value Difference

MPT&M $1,300,000 $1,200,000 $100,000
CES 110,000,000 102,700,000 7,300,000
Colstrip Management 43 400.000 42,300,000 1,100,000

Total $154,700,000 $146,200,000 $8,500,000
. INTEREST RATE EXPOSURE

SFAS No. 107, "Disclosures about Fair Value of Financial Instruments," defines instruments readily convertible to cash as "financial instruments."
These financial instruments principally include our cost-basis investments in independent power projects, the reclamation fund, mandatorily
redeemable preferred securities, and long-term debt. All of these instruments are exposed to potential loss in fair value from adverse changes in
interest rates. Assuming the fair values estimated for the SFAS No. 107 analysis and a hypothetical 10 percent adverse change in interest rates, we
estimate that (1) the potential loss in the December 31, 1999, fair value of the reclamation fund and cost-based investments would be immaterial; and
(2) the potential loss in the December 31, 1999, fair values of the mandatorily redeemable preferred securities and long-term debt would be
approximately $5,700,000 and $26,500,000, respectively. Note 1, "Summary of Significant Accounting Policies, Fair Value of Financial
Instruments," provides further information about fair valuation.

. FOREIGN CURRENCY EXPOSURE

Our primary foreign currency exposure results from (1) our Canadian subsidiaries - Altana Exploration Company and Altana Exploration Ltd. -
exploring for, producing, gathering, processing, transporting, and marketing natural gas and crude oil in Canada, and (2) MPT&M trading and
marketing natural gas in Canada. There has been no material change in these activities or the corresponding foreign currency risk associated with
these activities. We believe, therefore, that the market risk associated with a hypothetical 10 percent adverse change in foreign currency translation is
immaterial.

. SUMMARY OF 1998 AND COMPARISON OF 1999 WITH 1998

At December 31, 1998, our utility and nonutility businesses exposed us to the same kinds of risks that we reported at December 31, 1999. We
summarize below the significant differences between our discussion of those risks in 1998 and 1999:



In 1998, we estimated the commodity price risk associated with
Northwestern Resources' contract from 2002 to 2015, assuming that the
market price of PRB coal would remain flat. In 1999, we did not consider
that assumption relevant and, therefore, did not estimate its effect on
Northwestern Resources' projected pretax income.

▪ In 1998, we did not estimate the total fair market value of CES' equity
investments in power sale projects or the effect of a hypothetical 10
percent increase of electric market prices on that fair market value.
Based on the same assumptions that we used to calculate those values for
1999 above, we estimate that, at December 31, 1998, those values would
have been $111,500,000 and $104,000,000, respectively.

▪ In 1998, we estimated that a hypothetical 10 percent increase in interest
rates would decrease the fair market values of our long-term debt by
$15,200,000. In 1999, we estimated that it would decrease it by
$26,500,000. The estimated decrease was greater in 1999 due to the higher
interest rates of 1999 used to compute the fair market value of long-term
debt.
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS

The management of The Montana Power Company is responsible for the preparation and integrity of the consolidated financial statements of the
Company. These financial statements have been prepared in accordance with generally accepted accounting principles, which are consistently
applied, and appropriate in the circumstances. In preparing the financial statements, management makes appropriate estimates and judgments based
upon available information. Management also prepared the other financial information in the annual report on Form 10-K and is responsible for its
accuracy and consistency with the financial statements.

Management maintains systems of internal accounting control which are adequate to provide reasonable assurance that the financial statements are
accurate, in all material respects. The concept of reasonable assurance recognizes that there are inherent limitations in all systems of internal control
in that the costs of such systems should not exceed the benefits to be derived. Management believes the Company's systems provide this appropriate
balance.

The Company maintains an internal audit function that independently assesses the effectiveness of the systems and recommends possible
improvements. PricewaterhouseCoopers LLP, the Company's independent accountants, also considered the systems in connection with its audit.
Management has considered the internal auditors' and PricewaterhouseCoopers LLP's recommendations concerning the systems and has taken cost-
effective actions to respond appropriately to these recommendations.

The Board of Directors, acting through an Audit Committee composed entirely of directors who are not employees of the Company, is responsible
for determining that management fulfills its responsibilities in the preparation of the financial statements. The Audit Committee recommends, and the
Board of Directors appoints, the independent accountants. The independent accountants and internal auditors are assured of full and free access to the
Audit Committee and meet with it to discuss their audit work, the Company's internal controls, financial reporting, and other matters. The Committee
is also responsible for determining adherence to the Company's Code of Business Conduct (Code). The Code addresses, among other things, potential
conflicts of interests and compliance with laws, including those relating to financial disclosure and the confidentiality of proprietary information.

The financial statements have been audited by PricewaterhouseCoopers LLP, which is responsible for conducting its examination in accordance with
generally accepted auditing standards.

/s/ Robert P. Gannon	 /s/ J. P. Pederson

Robert P. Gannon	 J. P. Pederson
Chairman of the Board and
	

Vice President and
Chief Executive Officer	 Chief Financial Officer

REPORT OF INDEPENDENT ACCOUNTANTS

[LOGO OF PRICEWATERHOUSECOOPERS LLPJ

To the Board of Directors and Shareholders of The Montana Power Company

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material respects, the financial position of
The Montana Power Company and its subsidiaries at December 31, 1999 and 1998, and the results of their operations and their cash flows for each of
the three years in the period ended December 31, 1999, in conformity with accounting principles generally accepted in the United States. In addition,
in our opinion, the financial statement schedule listed in the accompanying index presents fairly, in all material respects, the information set forth
therein when read in conjunction with the related consolidated financial statement. These financial statements and financial statement schedule are
the responsibility of the Company's management; our responsibility is to express an opinion on these fmancial statements and financial statement
schedule based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United
States, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for the opinion expressed above.

As more fully discussed in Note Ito the Consolidated Financial Statements, as of July 1, 1999, the Company changed its method of accounting for
transactions involving the sale of dark fiber.

/s/ PriceWaterhouseCoopers LLP

Portland, Oregon

February 10, 2000, except in Note 3 for the final paragraph under the

"Telecommunications" section entitled "Investments and Acquisitions," as to which the date is March 13, 2000



Consolidated Statement of Income
The Montana Power Company and Subsidiaries

1999

Year Ended December 31

19971998

(Thousands of Dollars)
(except per-share amounts)

•	 _

REVENUES 	 $1,342,309 $1,267,271 $1,023,597

EXPENSES:
Operations 	 668,521 541,743 420,032
Maintenance 	 81,553 81,064 82,702
Selling, general, and administrative 	 138,248 128,741 116,054
Taxes other than income taxes	 103,881 96,181 92,967
Depreciation, depletion, and amortization 	 111,145 114,267 95,340
Write-downs of long-lived assets 	 7_,083 = =

1,110.431 961.996 807.095

INCOME FROM OPERATIONS 	 231,878 305,275 216,502

INTEREST EXPENSE AND OTHER INCOME:
Interest 	 43,006 60,851 54,667
Distributions on company obligated mandatorily

redeemable preferred securities of subsidiary trust 	 5,492 5,492 5,492
Other income - net	 (11,029) (4,862). (34,159)

37,469 61.481 26.000

INCOME TAXES 	 44.063 78,174 61.870

NET INCOME 	 150,346 165,620 128,632
DIVIDENDS ON PREFERRED STOCK 	 3.690 3_,690 3 690

NET INCOME AVAILABLE FOR COMMON STOCK 	 $146.656 $161.930 $124.942

AVERAGE. NUMBER OF COMMON SHARES OUTSTANDING-Basic (000) 	 109,795 109,962 109,298
BASIC EARNINGS PER SHARE OF COMMON STOCK 	 $1.34 $ L47 $L14

AVERAGE NUMBER OF COMMON SHARES OUTSTANDING-Diluted (000) 	 110,553 110,156 109,400
DILUTED EARNINGS PER SHARE OF COMMON STOCK 	 $1.33 $1.47 $1.14• =

The accompanying notes are an integral part of these statements.



Consolidated Balance Sheet
The Montana Power Company and Subsidiaries
Assets

PLANT AND PROPERTY IN SERVICE:
Utility plant 	

Less - accumulated depreciation and depletion 	

Nonutility property 	
Less - accumulated depreciation and depletion 	

December 31 

1999	 1998

(Thousands of Dollars)

$1,466,727	 $2,246,847
464,653	 732,385

1,002,074	 1,514,462

1,051,997	 864,981
349,045	 297,933

702,952	 567,048

1,705,026	 2,081,510
MISCELLANEOUS INVESTMENTS:
Independent power investments 	
Reclamation fund 	
Other	

CURRENT ASSETS:
Cash and cash equivalents 	
Temporary investments 	
Accounts receivable, net of allowance for doubtful accounts
Notes receivable 	
Materials' and supplies (principally at average cost) 	
Prepayments and other assets 	
Deferred income taxes 	

DEFERRED CHARGES:
Advanced coal royalties 	
Regulatory assets related to income taxes 	
Regulatory assets - other 	
Other deferred charges 	

The accompanying notes are an integral part of these statements.

$3

23,460
43,460
93,231

$2

24,268
41,542.
84,256

160,151

554,407
40,417

182,248

37,928
53,733
18,303

150,066

10,116
-

170,652
29,089
42,292
57,331
18,755

887,036

12,506
60,538

150,486
73,000

328,235

14,312
121,735
154,193
78,044

296,530
048 743

368,284
928 095



Consolidated Balance Sheet
The Montana Power Company and Subsidiaries
Liabilities and Shareholders' Equity

December 31

CAPITALIZATION:
Common shareholders' equity:

Common stock (240,000,000 shares without par

1999 1998

(Thousands of Dollars)

value authorized; 110,218,973 and 110,121,040 shares issued) 	 $702,773 $702,511
Treasury stock (4,682,100 shares authorized, issued, and

repurchased by the Company) 	 (144,872) -
Unallocated stock held by trustee for Retirement Savings Plan 	 (20,401) (23,298)
Retained earnings and other shareholders' equity 	 488,975 430,309
Accumulated other comprehensive loss 	 f17,659) (20,717)

1,008,816 1,088,805

Preferred stock 	 57,654 57,654
Company obligated mandatorily redeemable preferred securities of

subsidiary trust which holds solely company junior subordinated
debentures 	 , 	 65,000 65,000

Long-term debt 	 618,512 698,329

1,749,982 1,909,788
CURRENT LIABILITIES:
Short-term borrowings 	 - 69,820
Long-term debt-portion due within one year 	 58,955 96,292
Dividends payable 	 22,746 22,765
Income taxes 	 152,739 24,857
Other taxes 	 54,630 51,777
Accounts payable 	 115,654 97,197
Interest accrued 	 11,597 13,156
Other current liabilities 	 92,277 40,087

508,598 415,951
DEFERRED CREDITS:
Deferred income taxes 	 8,847 323,906
Investment tax credits 	 13,330 33,819
Accrued mining reclamation costs 	 135,075 129,558
Deferred revenue 	 311,751 19,950
Net proceeds from the generation sale 	 219,726 -
Other deferred credits 	 101,434 95,123

790,163 602,356

CONTINGENCIES AND COMMITMENTS (Notes 2 and 3)
$3,048,743 $2 928 095

The accompanying notes are an integral part of these statements.



Consolidated Statement of Cash Flows
The Montana Power Company and Subsidiaries

1999

Year Ended December 31

19971998

(Thousands of Dollars)
NET CASH FLOWS FROM OPERATING ACTIVITIES:
Net income 	 $150,346 $165,620 $128,632
Adjustments to reconcile net income to net

cash provided by operating activities:
Depreciation, depletion, and amortization 	 111,145 114,267 95,340
Write-downs of long-lived assets 	 7,083 - _
Deferred income taxes 	 (304,854) (24,733) 10,677
Noncash earnings from unconsolidated investments 	 (20,608) (10,871) (14,016)
(Gains) losses on sales of property and investments 	 (1,960) 4,669 (33,849)
Other - net 	 17,230 31,092 24,699
Changes in assets and liabilities:

Accounts and notes receivable 	 17,493 (68,754) 19,760
Deferred income taxes 	 452 (8,216) 556
Accounts payable 	 18,457 19,376 15,603
Generation asset sale - net proceeds 	 219,726 - -
Income taxes payable 	 127,882 21,054 (7,281)
Deferred revenue and other 	 291,801 11,948 6,597
Other assets and liabilities - net 	 25,990 225 (45.627)

Net cash provided by operatine activities 	 660,183 255.677 201.091

NET CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures 	 (285,307) (213,401) (311,686)
Proceeds from property and investments 	 594,762 55,643 135,577
Additional investments 	 (2.951) (1.794) (23.259)

Net cash provided by (used fort invest:Ile activities 	 306.504 (159,552) (199,368)

NET CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends paid 	 (90,902) (91,598) (91,112)

Sales of con-piton stock 	 751 7,421 2,201
Purchase of treasury stock 	 (144,872) - -
Issuance of long-term debt 	 30,089 139,947 103,375
Retirement of long-term debt 	 (147,642) (80,411) (71,634)
Issuance of mandatorily redeemable preferred securities 	 - - (67)
Net change in short-term borrowing 	 (69.820) (64,138) 29.256

Net cash used for financing activities 	 (422.396) (88,779) (27.981)

CHANGE IN CASH FLOWS 	 544,291 7,346 (26,258)

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR. 	 10.116 2 770 29.028

CASH AND CASH EQUIVALENTS, END OF YEAR 	 $554,407 $10.1 I6 $2.770

SUPPLEMENTAL DISCLOSURES OF CASH FLOW:
Cash paid during the year for

Income taxes, net of refunds 	 $213,362 $90,663 $50,797
Interest 	 53.273 67.777 59.681

The accompanying notes are an integral part of these statements.



Consolidated Statement of Common Shareholders' Equity
The Montana Power Company and Subsidiaries

1999

Year Ended December 31

19971998

(Thousands of Dollars)
COMMON STOCK:
Balance at beginning of year 	 $702,511 $694,561 $691,853
Issuances (100,857; 663,622; and 195,430 shares).. 	 357 7,950 2,708
Reacquired capital stock (4,682,100 shares) 	 (144,872) —
Premium on capital stock 	 Liu = =
Balance at end of year 	 557.901 702.511 694,561

RETAINED EARNINGS AND OTHER SHAREHOLDERS' EQUITY:
Balance at beginning of year 	 430,309 356,327 318,977
Net income 	 150,346 165,620 128,632
Dividends on common stock (80 cents per share each year) 	 (88,155) (88,008) (87,494)
Dividends on preferred stock 	 (3,690) (3,690) (3,690)
Other 	 165 60 1

Balance at end of year 	 488.975 430.309 356,327

ACCUMULATED OTHER COMPREHENSIVE INCOME (loss):
Balance at beginning of year 	 (20,717) (13.354) (11.173)

Net income 	 150,346 165,620 . 128,632
Foreign currency translation adjustments 	 3_,058 (7,363) (2,181)

Total comprehensive income 	 153,404 158,257 126,451
Deduct net income included in comprehensive income 	 (150.346) (165,620) (128,632)

Other comprehensive income (loss) 	 3_,058 (7,363) (2,181)

Balance at end of year 	 (17,659) (20,717) (13.354)

UNALLOCATED STOCK HELD BY TRUSTEE FOR RETIREMENT SAVINGS:
Balance at beginning of year 	 (23,298) (25,945) (28,360)
Distributions 	 2_,897 2,647 2 415

Balance at end of year 	 (20,401) (23,298) (25,945)

TOTAL COMMON SHAREHOLDERS' EQUITY AT END OF YEAR. 	 S1.008.816 $1,088.805 $1.011.589

The accompanying notes are an integral part of these statements.



NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF ACCOUNTING

Our accounting policies conform with generally accepted accounting principles. With respect to our utility operations, these policies are in
accordance with the accounting requirements and ratemaking practices of applicable regulatory authorities.

USE OF ESTIMATES

Preparing financial statements requires the use of estimates based on information available. Actual results may differ from our accounting estimates
as new events occur or we obtain additional information.

RECLASSIFICATIONS

We have made reclassifications to certain prior-year amounts to make them comparable to the 1999 presentation. These changes had no effect on
previously reported results of operations or shareholders' equity.

CONSOLIDATION PRINCIPLES

The consolidated financial statements include accounts and results of our wholly owned subsidiaries. We have eliminated significant intercompany
balances and transactions. We account for our significant telecommunications and independent power investments using the equity method, because
we exercise significant influence over those operations. To facilitate the timely preparation of the consolidated financial statements, the accounts of
certain operations have been consolidated for fiscal years ending in November. The consolidated financial statements in fiscal year 2000 will
eliminate the one-month lag in reporting for these operations. The results of operations of December 1999 for these entities, which would have
previously been reported in results of fiscal year 2000, will be recorded as an adjustment to beginning retained earnings for fiscal year 2000.

. PROPERTY AND PLANT

Table	 The following table provides year-end balances of the major
classifications of property and plant: 

December 31

1999 1998

(Thousands of Dollars)
UTILITY PLANT:

Electric:
Generation (including
jointly owned) 	 $11,954 $724,483
Transmission 	 372,174 373,630
Distribution 	 573,531 550,844
Other 	 92,684 192,899
Natural Gas:
Production and storage 	 73,959 75,658
Transmission 	 163,968 152,804
Distribution 	 147,764 146,896
Other	 30.693 29,633

Total Utility 	 1,466,727 2,246,847

NONUTILITY PLANT:

Coal 	 240,228 237,913
Oil and Natural Gas 	 432,763 388,153
Technology 	 238,147 113,474
Electric generation 	 76,536 76,189
Other	 64,323 49,252

Total Nonutility 	 1,051,997 864,981

Total Plant 	 $2 518 724 $3 111 828

We capitalize the cost of plant additions and replacements, including an allowance for funds used during construction (AFUDC), of utility plant. We
determine the rate used to compute AFUDC in accordance with a formula established by the Federal Energy Regulatory Commission (FERC). This
rate averaged 7.1 percent for 1999, 8.3 percent for 1998, and 8.0 percent for 1997. We charge costs of utility depreciable units of property retired,
plus costs of removal less salvage, to accumulated depreciation and recognize no gain or loss. We recognize gain or loss upon the sale or other



disposition of nonutility property. We charge maintenance and repairs of plant and property, as well as replacements and renewals of items
determined to be less than established units of plant, to operating expenses.

For information on the sale of our electric generating assets, see Note 5, "Sale of Electric Generating Assets."

Included in the plant classifications are utility plant under construction in the amounts of $3,782,000 and $37,966,000 for 1999 and 1998,
respectively, and nonutility plant under construction in the amounts of $134,817,000 and $10,990,000 for 1999 and 1998, respectively.

We record provisions for depreciation and depletion at amounts substantially equivalent to calculations made on straight-line and unit-of-production
methods by applying various rates based on useful lives of properties determined



from engineering studies. As a percentage of the depreciable and depletable utility plant at the beginning of the year, our provisions for depreciation
and depletion of utility plant were approximately 3 percent for 1999, 1998, and 1997.

Our nonutility oil and natural gas operations use the successful-efforts method of accounting for exploration and development costs.

JOINTLY OWNED ELECTRIC PLANT

Prior to the sale of the utility generating assets discussed in Note 5, "Sale of Electric Generating Assets," we were a joint-owner of Colstrip Units 1,
2, and 3. We owned 50 percent of Units 1 and 2 and 30 percent of Unit 3. We also owned an approximate 30 percent interest in the transmission
facilities serving these units. After the asset sale, we still own the transmission assets and associated microwave equipment which remain in property,
plant, and equipment and, at December 31, 1999, our investment in these facilities was $43,380,000 and the related accumulated depreciation was
$15,452,000.

We also own $43,084,000 and $33,370,000 of the nonutility Colstrip Unit 4 share of common production plant and transmission plant, which is
included in nonutility plant "Electric generation" in the property, plant, and equipment table above. The accumulated depreciation related to Unit 4
production and transmission plant was $20,327,000 and $9,255,000, respectively.

Each joint-owner provides its own financing. Our share of direct expenses associated with the operation and maintenance of these joint facilities,
including Colstrip Units 1, 2, and 3 through December 17, 1999, is included in the corresponding operating expenses in the Consolidated Statement
of Income.

RECLAMATION FUND

Under the current Colstrip Units 3 and 4 coal supply agreement, we maintain a reclamation fund representing restricted cash necessary to meet our
estimated reclamation obligation at Western Energy for Units 3 and 4. We invest the funds required for these reclamation obligations until we need
them to perform reclamation. At December 31, 1999, we had the funds invested entirely in a money market account. We regularly accrue an expense
and an offsetting liability associated with our reclamation obligation. The reclamation fund is not offset against our accumulated liability.

REVENUE AND EXPENSE RECOGNITION

We record operating revenues on the basis of consumption or service rendered. To match revenues with associated expenses, we accrue unbilled
revenues for electric, natural gas, and telecommunication services delivered to customers but not yet billed at month-end.

The Emerging Issues Task Force (EITF) Issue No. 98-10 requires that energy contracts entered into under "trading activities" be marked to market
with the gains or losses shown net in the income statement. EITF 98-10 is effective for fiscal years beginning after December 15, 1998. We adopted
EITF 98-10 as of January 1, 1999, and accordingly mark to market energy contracts that qualify as "trading activities." The cumulative effect of
adopting EITF 98-10 was not significant.

On July 8, 1999, the FASB issued Interpretation No. 43, "Real Estate Sales," which is an interpretation of SFAS No. 66, "Accounting for Sales of
Real Estate." This interpretation, which requires entities to recognize revenues from dark-fiber sales over the period of the contract rather than at the
time the contract was entered into, if title to the rights of use does not transfer to the lessee at the end of the contract, applies to transactions entered
into after June 30, 1999. As a result of FASB Interpretation No. 43, we changed, on a prospective basis, how we account for transactions involving
dark-fiber sales. Rather than recognizing approximately $7,000,000 in revenues in the fourth quarter from dark-fiber transactions pursuant to existing
agreements entered into after June 30, 1999, Touch America will recognize these earnings over the applicable contract term. Net income for 1999
would have been approximately $4,200,000 higher and both basic and diluted earnings per share would have been $0.03 higher if we were not
required to make this accounting change.

REGULATORY ASSETS AND LIABILITIES

For our regulated operations, we follow SFAS No. 71, "Accounting for the Effects of Certain Types of Regulation." Pursuant to this pronouncement,
certain expenses and credits, normally reflected in income as incurred, are recognized when included in rates and recovered from or refunded to the
customers. Accordingly, we have recorded the following regulatory assets and liabilities that will be recognized in expenses and revenues in future
periods when the matching revenues are collected.



Table	 The following table provides year-end balances of the major
classifications of regulatory assets and liabilities: 

Assets

December 31

Liabilities
1999

Liabilities
1998

Assets

(Thousands of Dollars)
Income taxes 	 $57,526 $119,080
Colstrip Unit 3
carrying charge 	 38,494 40,325
Conservation
programs 	 28,378 33,353
Competitive
transition
charges (CTCs) 	 53,768 56,059
Investment
tax credits 	 $13,330 $33,819
Other 	 44,646 12,178 43,308 9,474

Subtotal 	 222,812 25,508 292,125 43,293
Less:
Current portions	 11,788 3,402 16,197 5,057

Total 	 $211,024 $22,106 $275,928 $38,236

Income taxes reflect the effects of temporary differences that we will recover in future rates. In August 1985, the PSC issued an order allowing us to
recover deferred carrying charges and depreciation expenses over the remaining life of Colstrip Unit 3. These recoveries compensated us for
=recovered costs of our investment for the period from January 10, 1984, to August 29, 1985, when we placed the plant in service. We were
amortizing this asset to expense and recovering in rates $1,831,000 per year. Conservation programs represent our Demand Side Management
programs, which are in rate base and which we were amortizing to income over a 10-year period. We are recovering the CTCs, which relate to
natural gas properties that we removed from regulation on November 1, 1997, through rates over 15 years. Investment tax credits and account
balances included in "Other" represent items that we are amortizing currently or are subject to future regulatory confirmation.

With the sale of the generating assets, it is our position that any of these amounts related to electric supply should be recovered from sales proceeds
in excess of book value. For further information on the effects of the sale of our electric generating assets, see Note 5, "Sale of Electric Generating
Assets." For further information on the removal in 1997 of our natural gas production assets from rate base, see Note 4, "Deregulation and
Regulatory Matters."

CASH AND CASH EQUIVALENTS AND TEMPORARY INVESTMENTS

We consider all liquid investments with original maturities of three months or less as cash equivalents, and investments with original maturities over
three months and up to one year as temporary investments. At December 31, 1999, all of our investments were available for sale, and their fair value
approximate the value reported on the Consolidated Balance Sheet.

ACCOUNTS RECEIVABLE

Accounts receivable are presented net of allowance for doubtful accounts of $2,105,000 in 1999 and $1,906,000 in 1998.

STORM DAMAGE AND ENVIRONMENTAL REMEDIATION COSTS

When losses from costs of storm damage and environmental remediation obligations for our utility operations are probable and reasonably estimable,
we charge these costs against established, approved operating reserves. We consider the reserves adequate. The reserves balance at December 31,
1999, was approximately $11,200,000, and at December 31, 1998, was approximately $9,300,000. We have included these reserves in "current
liabilities" on the Consolidated Balance Sheet.

INCOME TAXES

We and our United States subsidiaries file a consolidated United States income tax return. We allocate consolidated United States income taxes to
utility and nonutility operations as if we filed separate United States income tax returns for each operation. We defer income taxes to provide for the
temporary differences between the financial reporting basis and the tax basis of our assets and liabilities. For further information on income taxes, see
"Regulatory Assets and Liabilities" in this Note 1 and also Note 6, "Income Tax Expense."

DEFERRED REVENUES

We defer revenues to account for the timing differences between cash received and revenues earned and reflect these amounts on the Consolidated
Balance Sheet in "Deferred Revenue." We reflect the current portion of these amounts in "Other Current Liabilities" on the Consolidated Balance
Sheet. We are recognizing the $257,000,000 prepayment received in January 1999 from a telecommunications customer and the $106,000,000



payment received in December 1999 from the Los Angeles Department of Water and Power in revenues over the original terms of the agreements,
approximately 11 years in each case.

NET INCOME PER SHARE OF COMMON STOCK

We compute basic net income per share of common stock for each year based upon the weighted average number of common shares outstanding. In
accordance with SFAS No. 128, "Earnings per Share," diluted net income per share of common stock reflects the potential dilution that would occur
if securities or other contracts to issue common stock were exercised or converted into common stock or resulted in the issuance of common stock
that shared in our earnings.

ASSET IMPAIRMENT

In accordance with SFAS No. 121, "Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of," we
periodically review long-lived assets for



impairment whenever events or changes in circumstances indicate that we may not recover the carrying amount of an asset.

. COMPREHENSIVE INCOME (Loss)

FASB defines comprehensive income as all changes to the equity of a business enterprise during a period, except for those resulting from
transactions with owners. For example, dividend distributions are excepted. Comprehensive income consists of net income and other comprehensive
income. Net income includes such items as income from continuing operations, discontinued operations, extraordinary items, and cumulative effects
of changes in accounting principle. Other comprehensive income includes foreign currency translations, adjustments of minimum pension liability,
and unrealized gains and losses on certain investments in debt and equity securities.

For the years ended December 31, 1999, 1998, and 1997, our only item of other comprehensive income was foreign currency translation adjustments
of the assets and liabilities of our foreign subsidiaries. These adjustments resulted in increases to retained earnings of $3,058,000 in 1999, and
decreases to retained earnings of $7,363,000 in 1998 and $2,181,000 in 1997. No current income tax effects resulted from the adjustments, nor will
there be any net income effects unless we sell a foreign subsidiary.

Most of the 1998 adjustment was the result of transferring a Canadian•natural gas production company from utility to nonutility operations. Until
November 1, 1997, the property, plant and equipment (PP&E) of that company was included in our natural gas utility rate base at its original United
States dollar value. After that company was transferred to nonutility operations, we were no longer required to state its PP&E at original United
States dollar value, but were required, instead, to convert its PP&E at the foreign exchange rate in effect at the balance sheet date. At the time of the
transfer, the Canadian-United States exchange rate was considerably lower than the rates used to convert most of the original United States dollar
values of that company's PP&E. Consequently, the adjustment from original to current United States dollar value decreased other comprehensive
income approximately $5,100,000 in 1998.

DERIVATIVE FINANCIAL INSTRUMENTS

. TRADING AND MARKETING OF ELECTRICITY

Although we decided in August 1998 to exit the electric trading and marketing businesses, The Montana Power Trading & Marketing Company
(MPT&M), a subsidiary of Entech, remains a party to a single derivative financial instrument. MPT&M entered into this instrument in June 1998
with an electric retail customer to manage a portion of the customer's commodity price risk, and the instrument expires in approximately fifteen
months. We do not expect this instrument to have a material effect on our consolidated financial position, results of operations, or cash flows.

. TRADING AND MARKETING OF CRUDE OIL, NATURAL GAS, AND NATURAL GAS LIQUIDS

We produce, purchase, transport, and sell crude oil, natural gas, and natural gas liquids. Changes in the prices of these commodities can affect our
financial results. We manage this exposure to price risk, in part, through MPT&M's use of derivative financial instruments.

DERIVATIVE FINANCIAL INSTRUMENTS USED

We use derivative financial instruments to reduce earnings volatility and stabilize cash flows by hedging some of the price risk associated with our
nonutility energy commodity-producing assets, contractual commitments for firm supply, and natural gas transportation agreements. We also use
derivative financial instruments in speculative transactions to seek enhanced profitability based on expected market movements, as discussed below
in "Speculative Transactions." In all cases, financial swap and option agreements constitute the principal kinds of derivative financial instruments
used for these purposes.

SWAP AGREEMENTS

Under a typical swap agreement, we make or receive payments based on the difference between a specified fixed price and a variable price
of crude oil or natural gas at the time of settlement. The variable price is either a crude oil or natural gas price quoted on the New York
Mercantile Exchange or a natural gas price quoted in Inside FERC's Gas Market Report or other recognized industry index.

OPTION AGREEMENTS

Under a typical option agreement, we make or receive monthly payments based on the difference between the actual price of crude oil or
natural gas and the price established in a private agreement at the time of execution. Receiving or making payments is dependent on whether
we buy (own or hold) or sell (write or issue) the option. Buying options involves paying a premium - the price of the option - and selling
options involves receiving a premium. When we use options, we defer all premiums paid or received and recognize the applicable expenses
or revenues monthly throughout the option term. As of December 31, 1999, our deferred revenues due to option premiums was $1,700,000.

HEDGED TRANSACTIONS

Hedged transactions are those in which we have a position (either current or anticipated) in an underlying commodity or derivative of that commodity
that exposes us to risk if the price of the underlying item adversely changes. We enter into these transactions primarily to reduce earnings volatility
and stabilize cash flows. We recognize gains or losses from these derivative financial instruments in the Consolidated Statement of Income at the
same time that we recognize the revenues or expenses associated with the underlying hedged item; until then, we do not reflect these gains or losses
in our financial



statements. At December 31, 1999, we had unrecognized gains of approximately $2,100,000 related to these transactions. As of December 31, 1999,
we had not terminated any hedging instrument before the date of the anticipated commodity production, commodity purchase or sale, or natural gas
transportation commitment.

At December 31, 1999, we had no hedge agreements on natural gas production, but we did have swap and option agreements on approximately
1,280,000 barrels, or 46 percent of our estimated nonutility crude oil and natural gas liquids production through December 2001. In addition, we had
swap and option agreements to hedge approximately 5.0 Bcf, or 20.1 percent of our expected delivery obligations under long-term natural gas sales
contracts through December 2000. At December 31, 1999, we also had sold swap and option agreements to hedge approximately 25.4 Bcf of our
nonutility natural gas pipeline transportation obligations under contracts through December 2001, and we had purchased swap and option agreements
to hedge approximately 27.4 Bcf of these obligations.

SPECULATIVE TRANSACTIONS

We also enter into derivative financial transactions in which we have no underlying price risk exposure nor any interest in making or taking delivery
of crude oil or natural gas commodities. We try, by these speculative transactions, to profit from the market movements of the prices of these
commodities. In accordance with EITF Issue No. 98-10, "Accounting for Contracts Involved in Energy Trading and Risk Management Activities,"
we mark to market all of our speculative transactions and recognize any corresponding gain or loss in the Consolidated Statement of Income.
Through December 31, 1999, we recorded pretax gains of approximately $700,000 related to these transactions.

COUNTERPARTY CREDIT RISK

Commodity price changes may provide a motive to our counterparties to default on their delivery or payment obligations to us under our physical and
financial crude oil, natural gas, and natural gas liquids trading instruments. Our corporate credit risk policy requires us to investigate and monitor the
creditworthiness of our physical and financial trading counterparties.

INDEPENDENT POWER OPERATIONS

CES has investments in independent power partnerships, some of which have entered into derivative financial instruments to hedge interest rate
exposure on floating-rate debt and natural gas price fluctuations. We believe that, as of December 31, 1999, we have not been exposed to . any
material adverse effects from the risks inherent in these instruments.

Table	 -. _Fair Value of Financial Instruments
•• 1999 1998

Fair
Value

Carrying
Amount

Fair
Value

Carrying
Amount

(Thousands of Dollars)
ASSETS:
Investments in independent
power projects (cost basis only) 	 $3,504 $1,641 $394 $1,543
Reclamation fund 	 43,460 43,460 41,542 41,542
Other significant investments 	 52,523 55,689 83,102 83,102

LIABILITIES:
Company obligated mandatorily
redeemable preferred securities 	 $65,000 $63,206 $65,000 $69,160
Long-term debt(including due
within one year) 	 677,467 655,652 794,621 829,870

The following methods and assumptions were used to estimate fair value:

Investments in independent power projects - The fair value
represents our assessment of the present value of net future cash
flows embodied in these investments, discounted to reflect current
market rates of return.

Reclamation fund and other investments - The carrying value of most
of the investments approximates fair value as the investments have
short maturities or the carrying value equals their cash surrender
value. Fair value for the remainder of the investments was estimated
based on the discounted value of the future cash flows expected to
be received using a rate of return expected on similar current
investments.

Mandatorily redeemable preferred securities and long-term debt - The
fair value was estimated using quoted market rates for the same or
similar instruments. Where quotes were not available, fair value was
estimated by discounting expected future cash flows using year-end
incremental borrowing rates.



NOTE 2 - CONTINGENCIES
KERR PROJECT

A FERC order that preceded our sale of the Kerr Project to PPL Montana required us to implement a plan to mitigate the effect of Kerr Project
operations on fish, wildlife, and habitat. To implement this plan, we were required to make payments of approximately $135,000,000 between 1985
and 2020, the term during which we would have been the licensee. The net present value of the total payments, assuming a 9.5 percent annual
discount rate, was approximately $57,000,000, an amount we recognized as license costs in plant and long-term debt on the Consolidated Balance
Sheet in 1997. A payment of approximately $15,600,000 for the period from 1985 to 1997 was included in this amount. In the sale of the Kerr
Project, PPL Montana assumed the obligation to make post-closing license compliance payments; however, we retained the obligation to make
payments regarding pre-closing license compliance payments.

In December 1998 and January 1999, we asked the United States Court of Appeals for the District of Columbia Circuit to review FERC's orders and
the United States Department of Interior's conditions contained in them. On September 17, 1999, the court granted the motion of the parties and
intervenors to hold up the appeal pending settlement efforts. In December 1999, we, along with PPL Montana, the United States Department of the
Interior, the Confederated Salish and Kootenai Tribes (the Tribes), and Trout Unlimited, in a court-ordered mediation, agreed in principle to settle
this litigation.

A Statement of Agreement containing the principles for settlement of the disputes underlying the appeals was developed in December 1999. It
provides that its terms are binding against all parties, with the understanding that the signatory parties will jointly draft additional documents as
necessary to establish the terms of the settlement in detail. The parties are currently in the process of drafting these documents, but the court's
procedure requires that the parties keep the settlement terms confidential. We have paid our settlement payment under the Statement of Agreement
into an escrow account. If the parties agree on these additional documents, and if FERC approves, in a final non-appealable order, the settlement
terms as reflected in proposed license amendments, we will dismiss the petitions in the court of appeals, and the escrow agent will release the
payments to the Tribes. In addition, we will transfer to the Tribes 669 acres of land we own on the Flathead Indian Reservation. If the parties cannot
agree upon the additional documents or FERC does not approve the proposed license amendments in the form agreed to by the parties, or if, as a
result of the appeal of a FERC order, that order is not final after a specified period, the money will be returned to us, and the litigation will resume.
The settlement, subject to the conditions described above, substantially reduces our obligation to pay for fish, wildlife, and habitat mitigation
assigned to the pre-closing period in the sale of the Kerr Project.

MISCELLANEOUS

We are parties to various other legal claims, actions, and complaints arising in the ordinary course of business. We do not expect the conclusion of
any of these matters to have a material adverse effect on our consolidated financial position, results of operation, or cash flows.



NOTE 3 - COMMITMENTS
PURCHASE COMMITMENTS

. ELECTRIC UTILITY

The Public Utilities Regulatory Policies Act (PURPA) requires a public utility to purchase power from QFs at a rate equal to what it would pay to
generate or purchase power. These QFs are power production or co-generation facilities that meet size, fuel use, ownership, and operating and
efficiency criteria specified by PURPA. The electric utility has 15 long-term QF contracts with expiration terms ranging from 2003 through 2031 that
require us to make payments for capacity and energy received at prices currently above market. Three contracts account for 96 percent of the 101
MWs of capacity provided by these facilities. Montana's Electric Act designates the above-market portion of the QF costs as Competitive Transition
Costs (CTCs) and allows for their recovery. For more information about CTCs, see Note 4, "Deregulation and Regulatory Matters."

The Asset Purchase Agreement (Agreement) dated as of October 31, 1998, and amended June 29, 1999 and October 29, 1999, with PPL Montana
included the assignment of our contract with Basin Electric Power Cooperative (Basin) to PPL Montana. That contract committed us to purchase 98
MWs of seasonal capacity from Basin from 1994 until November 2010 at prices above current and projected market prices. However, Basin did not
release us from that contract. Consequently, if PPL Montana were to default, Basin could hold us liable to perform according to the terms of the
contract. Because we believe that PPL Montana will not default, we do not consider this contract our unconditional purchase obligation.

The Agreement also included two Wholesale Transition Service Agreements (WTSAs), effective December 17, 1999. These agreements enable us to
fulfill our obligation to supply power until July 2002 to those customers who will not have chosen another supplier. One agreement commits us to
purchase 200 MWs per hour through December 2001, and the other agreement to purchase through June 2002 any power requirements remaining
after having received power through the first WTSA, QFs, and Milltown Dam, which we still own and operate. Both agreements price the power sold
at a market index, with a monthly floor and an annual cap. Assuming a 7.23 percent discount rate and current load forecasts, the net present value of
the power purchased under the WTSAs may range from $94,000,000 to $104,000,000 for 2000, $61,000,000 to $69,000,000 for 2001, and
$24,000,000 to $27,000,000 for 2002. In accordance with SFAS No. 47, "Disclosure of Long-Term Obligations," we use the lower estimate in the
tables below.

. NATURAL GAS UTILITY

The natural gas utility entered into take-or-pay contracts with Montana natural gas producers to provide adequate supplies of natural gas for our
utility customers. We currently have six of these contracts, with expirations between 2000 and 2006. If we can supply customers with less expensive
natural gas, we purchase the minimum required by the take-or-pay contracts. The cost of purchases through take-or-pay contracts is part of those
costs submitted to the PSC for recovery in future rates. Since 1998, the natural gas utility enters only into one-year take-or-pay contracts, because of
the uncertainty about the number and timing of customers who will choose another natural gas supplier under Montana's Natural Gas Act.

. TRADING AND MARKETING

Before the sale of our electric generating facilities, MPT&M supplied its customers with power purchased mainly from our generation facilities.
Anticipating the sale of those facilities, MPT&M entered into two electric purchase contracts in August 1998. One contract obligates MPT&M to
purchase 40 MWs per hour at a fixed rate from October 1999 through May 2001, and the other to purchase 100 MWs per hour of firm capacity and
firm energy at 100 percent load factor at a market-indexed rate until August 2001. We sell this power to several large customers with whom we have
contracts to supply power at negotiated rates.

. OIL AND GAS

Nonutility oil and natural gas operations have one take-or-pay contract, expiring in 2006, to purchase natural gas, and contracts with pipeline
companies, with expiration dates between 2000 and 2013, to provide reserve capacity for natural gas shipments to customers.



Table Total payments under these contracts for the prior three years were as
follows: 

Utility
	

Nonutility	 Total

Electric	 Natural Gas	 Electric	 Natural Gas

(Thousands of Dollars)

1999 	 $61,274 $4,069 $26,076 $7,898 $99,317
1998 	 50,611 3,508 15,355 4,454 73,928
1997 	 44,153 7,554 - 3,289 54,996

Table Under the above agreements, the present value of future minimum payments, at a discount rate of 7.23 percent, is as follows:

Utility Nonutility Total

Electric Natural Gas Electric Natural Gas

(Thousands of Dollars)

2000 	 $102,050 $4,023 $24,315 $7,647 $138,035
2001 	 69,752 2,312 10,743 4,661 87,468
2002 	 32,052 1,945 - 2,200 36,197
2003 	 7,543 317 - 2,051 9,911
2004 	 7,317 280 - 1,912 9,509
Remainder 	 106,074 502 = 17,594 124,170

$324,788 $9,379 $35,058 $36,065 $405,290

.COAL

Northwestern Resources entered into a lignite lease agreement that requires minimum annual payments of overriding royalty that began in 1991 for
$1,125,000, adjusted quarterly for inflation. The payments will continue until Northwestern Resources pays the equivalent of $18,750,000, in 1986
dollars. At December 31, 1999, the remaining payments under this agreement were $7,217,000. Under current mine plans, Northwestern Resources
should recoup these payments through lignite sales.

Northwestern Resources also agreed to pay the State of Texas $2,250,000 in May 2000 for a highway relocation that enables it to gain access to
lignite under existing leases.

. TELECOMMUNICATIONS

Construction Projects

In 1999 and 1998, Touch America contracted with Northern Telecom, Inc. (Nortel) to install optical electronic equipment on certain fiber-optic
networks. (That equipment transmits pulses of laser light through the fiber to increase the rate at which data are transmitted.) We expect the
installations to be completed in the fourth quarter of 2000 at a cost of $51,800,000, of which $28,300,000 was paid in 1999 and 1998 in the
aggregate, and $23,500,000 is scheduled for payment in 2000. In 1999, Touch America also contracted with Nortel to upgrade a telephone switch in
the first quarter of 2000 at a cost of $3,000,000. TW Wireless (TWW), a joint venture of Touch America and US WEST Wireless, will lease the
switch from Touch America for the life of the venture.

In October 1999, Touch America entered into a contract to construct a high-speed, fiber-optic network for AT&T Corp (AT&T). The contract allows
Touch America to install its own fiber-optic network at the same time and along the same routes it is constructing the network for AT&T. The
network will span more than 4,300 miles and will cover six different routes in the West, Pacific Northwest, Northern Rocky Mountains, and
Midwest. The contract contains capped performance incentives if we meet, and capped penalties if we do not meet, aggressive completion targets.
The first route is scheduled for completion in the fourth quarter of 2000 and the last route in the second quarter of 2001. We estimate the cost of the
project at $500,000,000, of which approximately one-half will be expended in 2000. We expect AT&T and other third parties to reimburse us for
approximately 50 percent of the total cost, as stages of the project are completed.

Joint Ventures

Touch America has entered into strategic alliances to expand its network and increase its revenues. In accordance with the

'



agreements governing these relationships, Touch America is committed to contribute capital at various times.

In January 2000, Touch America and AEP Communications LLC,
America Fiber Touch, LLC (AFT) to connect national and regional
optic route between St. Louis, Missouri, and Plano, Illinois, which
Midwest route is scheduled for completion in December 2000,
$12,500,000.

a subsidiary of American Electric Power, formed a 50-50 joint venture named
fiber-optic networks. The venture's first project is to construct a 330-mile fiber-
makes up the Midwest route of the 4,300 mile build-out discussed above. This
at an estimated cost of $25,000,000, of which Touch America's portion is

In August 1999, Touch America and New Century Energies (NCE) formed a 50-50 joint venture named Northern Colorado Telecommunications
LLC to provide a full range of telecommunication services, including private-line service, to enterprises in the Denver metropolitan area by the
middle of 2000. For the venture, NCE contributed long-term indefeasible rights of use of its existing fiber-optic network in the Denver metropolitan
area. Touch America will construct six miles of fiber-optic cable and install optical electronic equipment at an estimated cost of $10,000,000. In
1999, Touch America contributed $1,500,000 to the venture and plans to contribute $7,000,000 in 2000 and $1,500,000 in 2001.

In 1999, Touch America and Iowa Network Services, Inc. formed Iowa Telecommunications Services, Inc. (ITS). ITS will purchase from a third
party 280,422 domestic access lines connected to 296 telephone exchanges in Iowa. Touch America holds a 31 percent interest in ITS, in which
Touch America will invest approximately $46,000,000. ITS will fund the purchase of access lines and telephone exchanges primarily through long-
term non-recourse debt, obligating ITS solely. We expect this transaction to close in the second quarter of 2000, subject to the satisfaction of various
conditions and receipt of required regulatory approvals. In 1999, Touch America loaned ITS $5,000,000 to purchase computers and licenses, and will
loan ITS another $5,000,000 for operations at payments scheduled for the first four months of 2000. These notes are payable on demand.

In August 1999, Touch America and US WEST Wireless entered into TWW to provide "one number" wireless telephone service in an eight-state
region of the Pacific Northwest and Upper Midwest. That service provides a customer with one directory number for cell phone and home or
business phone. Touch America holds approximately a 50 percent interest in the venture and will contribute approximately $45,000,000 over the next
two years toward construction of TWW's physical infrastructure. Both companies contributed PCS licenses to the venture.

In November 1999, FTV Communications LLC (FTV), the limited liability company formed by Touch America, Williams Communications, and
Enron Broadband Services, began an expansion of regeneration sites along the Portland-to-Las Vegas portion of the fiber-optic route that FTV
constructed. FTV expects to complete the project in mid-2000. Touch America's share of the costs will be approximately $3,300,000.

Exchanges

In January 2000, Touch America and PF.Net, a privately held telecommunications company, agreed to an exchange of fiber, conduit, and cash to
expand both companies' fiber-optic networks. Touch America receives approximately 5,900 route miles of fiber and conduit from PF.Net, in
exchange for 4,400 miles of Touch America's fiber and conduit and a cash payment of $48,500,000 for the difference in route miles. This exchange
will expand Touch America's network from Los Angeles to San Diego, Phoenix, El Paso,- Dallas, Austin, San Antonio, Houston, New Orleans,
Jacksonville, Orlando, Greensboro, Washington D.C., New York City, Tulsa, Kansas City, and St. Louis. Touch America paid $4,850,000 down and
will pay the remainder as segments of the routes under construction are completed. Segments are scheduled for completion at various times in 2000
and 2001.

Investments and Acquisitions

In January 2000, Touch America agreed to purchase, from Century Tel Inc., 400 route miles of fiber-optic network linking Chicago and Detroit
through central and southern Michigan communities for approximately $10,000,000.

In January 2000, Touch America signed a purchase agreement with Minnesota PCS, LP (MPCS) to acquire a 25 percent interest in MPCS' wireless
telephone business, which owns PCS licenses in North Dakota, South Dakota, Minnesota, and Wisconsin. In accordance with the agreement, Touch
America expects to make a $2,700,000 equity payment to MPCS and, over the years 2000-2001, will loan it $12,000,000 in interest-bearing notes
payable on October 1, 2002. The agreement also obligates Touch America, until 2007, to $7,000,000 in guarantees for loans made to MPCS by the
Rural Telephone Financing Corporation. The guarantees are callable only upon MPCS' default.

On March 13, 2000, Touch America signed an agreement with Qwest to acquire for approximately $190,000,000, subject to certain adjustments,
Qwest's wholesale, private-line and long-distance telecommunications services in US WESTs 14-state region, which covers 250,000 customers for
voice, data, and video services with multimedia and high-speed data applications. By this agreement, Touch America will also acquire a fiber-optic
network of 1,800 route miles and associated optronics and switches. The network will connect to Touch America's fiber-optic network, and Touch
America will offer employment to Qwest's sales agents in the region. We expect this acquisition to close in mid-2000, subject to the satisfaction of
various conditions and the receipt of required regulatory approvals.



SALES COMMITMENTS

Our nonutility oil and natural gas operations have agreed to supply approximately 81 Bcf of natural gas to four co-generation facilities. These
contracts have expiration dates between 2005 and 2011. We can supply the remaining natural gas required by these contracts with sufficient proved,
developed, and undeveloped reserves and by our control of commitments to sell our production.

We entered into a contract to sell electricity to an industrial customer at terms that include a fixed price for a portion of the power delivered and an
index-based price for another portion. Approximately three years from now, the contract provides that we sell all power to our customer at an index-
based price. We have been supplying our customer with power purchased through an index-based contract between MPT&M and a power generator
that remains effective through July 2001. Our industrial customer has given us usage estimates that do not exceed the amount of electricity that we
are committed to purchase.

Because the price of power under the index-based purchase contract could exceed the price of power under the fixed-price portion of our sales
contract, we are subject to commodity price risk. Due to uncertainties relating to the supply requirements of the sales contract and uncertainties
surrounding various arrangements that would allow us to serve the contractual demand, we are unable to determine the effects that this contract
ultimately may have on our consolidated financial position, results of operations, or cash flows. We will continue to examine our options and take
steps to mitigate the commodity price risk that we face because of our fixed-price sales contract.

MPT&M has agreements, expiring between December 2000 and December 2002, with four other industrial customers to sell a maximum of
approximately 103.8 MWs and a minimum of 59.3 MWs per hour. MPT&M can supply these customers from power purchased through contracts
with a power generator discussed above under "Purchase Commitments."

LEASE COMMITMENTS

On December 30, 1985, we sold our 30 percent share of Colstrip Unit 4 and agreed to lease back our share under a net, 25-year lease with annual
payments of approximately $32,000,000. We have been accounting for this transaction as an operating lease. We did not sell this nonutility leasehold
interest and its related assets and liabilities and contract obligations to PPL Montana. We have no other material minimum operating lease payments.
Capitalized leases are not material and are included in other long-term debt.

Rental expense for the prior three years, including Colstrip Unit 4, was $66,000,000 for 1999, $63,000,000 for 1998, and $60,000,000 for 1997.

We have restated the previously reported 1998 and 1997 rental expenses of $58,800,000 and $56,600,000 for the inclusion of property taxes paid in
accordance with our Colstrip Unit 4 Sale Lease-Back Agreement.

NOTE 4 - DEREGULATION AND REGULATORY MATTERS
DEREGULATION

The electric and natural gas utility businesses in Montana are transitioning to a competitive market in which commodity energy products and related
services are sold directly to wholesale and retail customers. Montana's Electric Act, passed in 1997, provides that all customers will be able to choose
their electric supplier by July 1, 2002. Montana's Natural Gas Act, also passed in 1997, provides that a utility may voluntarily offer its customers
choice of natural gas suppliers and provide open access. Since restructuring is voluntary, no deadline for choice exists.

. ELECTRIC

Through December 1999, approximately 900 electric customers representing more than 1,300 accounts crossing all customer classifications - or
approximately 27 percent of our pre-choice electric load - have moved to competitive supply since the inception of customer choice on July 1, 1998.
Residential customers were eligible to move to choice during the fourth quarter of 1999. However, the majority of the load associated with our pre-
choice electric customers who moved to other suppliers was predominantly industrial and large commercial customers.

As required by the Electric Act, we filed a comprehensive transition plan with the PSC in July 1997. Initial hearings on the filing began in April
1998, and the issues were separated into two groups: Tier I and Tier IL

Tier I issues dealt with:

Accounting orders;
Customer choice for large industrial customers;
Pilot programs for the remaining customers; and
Standards of conduct for utility and nonutility affiliates.

Tier II issues address:

The recovery and treatment of the QF purchase-power contract
costs, which are above-market costs;
Regulatory assets associated with our electric generating
business; and
A review of our electric generating assets sale, including the
treatment of sale proceeds in excess of the book value of the
assets and other generation-related transition costs.



In June 1998, the PSC rendered an order on Tier I issues, and on July 1,
1999, we filed a case with the PSC to resolve

_1



Tier II issues. We will update our Tier II filing as a result of the closing of the sale of our electric generating assets, but we do not expect an order
from the PSC until late 2000.

With deregulation and the resulting competition, certain generation and power supply-related costs become stranded, or unrecoverable, absent
recovery from customers as a transition cost. CTCs are generation and power supply-related costs that we incurred in the regulated environment with
the expectation that we would recover these costs from our customers well into the future. Included within the CTCs are the following: (1)
generation-related regulatory assets, (2) utility owned generation and other purchase-power contracts, and (3) our purchase-power contracts with the
QFs. We are evaluating options with respect to the QF contracts to minimize costs and are working on a number of potential buy-out agreements. The
owners of the QF contracts must approve any agreements related to the contracts. In addition, the PSC must approve future cost recovery. The
Electric Act allows us to issue transition bonds to refinance CTCs.

In the implementation of our comprehensive transition plan, we have initiated litigation in Montana District Court in Butte seeking reversal of a PSC
decision regarding our ability to use tracking mechanisms to ensure fair and accurate recovery of above-market QF costs and certain other transition
costs. In an order issued as part of its consideration of our transition plan, the PSC concluded that the Electric Act does not provide for tracking
mechanisms and that transition costs must be mitigated and determined as a final matter in the transition filing. In the litigation, we also are seeking
court clarification on whether the Electric Act authorized a rate freeze or a rate cap during the transition period that ends July 1, 2002. The PSC has
concluded that the Electric Act authorized a rate cap, but we disagree with this interpretation.

. NATURAL GAS

Through December 1999, approximately 240 natural gas customers with annual consumption of 5,000 Dkt or more - or 52 percent of our pre-choice
natural gas supply load - have chosen alternate suppliers since the transition to a competitive natural gas environment began in 1991.

In accordance with a 1997 PSC order, we transferred substantially all of our natural gas utility's production assets to unregulated affiliates in 1997 at
an agreed-upon amount, which was approximately $33,600,000 lower than the book value of the assets. As a component of CTCs, the PSC is
allowing us to recover from our transportation and distribution customers (a) this $33,600,000 difference between transfer value and book value, and
(b) approximately $25,400,000 of existing regulatory assets related to the natural gas production assets. In 1998, we issued $62,700,000 in transition
bonds to refinance the CTCs for the benefit of customers. The transition bonds will be retired over 15 years through rate revenues established in
accordance with Montana's Natural Gas Act. The amortization of the assets is proportionate to the repayment of principal on the bonds, resulting in
no net income statement impact. The transition plan also includes a fixed-price supply contract until July 1, 2002 between our unregulated gas supply
operations and our regulated distribution operations to serve the remaining customers who have not chosen other suppliers.

REGULATORY MATTERS

Milltown Dam and our electric transmission operations remain subject to FERC and PSC regulation, and the PSC regulates our electric distribution
operations.

As a Hinshaw pipeline (interstate pipeline exempt from FERC jurisdiction), our natural gas transportation pipelines are not subject to FERC
jurisdiction. However, we conduct interstate transportation subject to FERC jurisdiction, through an exception of our Hinshaw status. Presently,
FERC has allowed the PSC to set the rates for this interstate service. Our natural gas distribution and storage operations remain subject to PSC
regulation. In addition, the Alberta Energy and Utilities Board, the National Energy Board of Canada, and the United States Department of Energy all
must approve the importing of Canadian natural gas.

As a public utility, we also are subject to PSC jurisdiction when we issue, assume, or guarantee securities, or when we create liens on our properties.

. ELECTRIC

FERC

On March 30, 1998, we filed a request with FERC to increase our open-access transmission rates and the rates for bundled wholesale electric
service to two rural electric cooperatives. FERC approved an interim increase in rates charged for transmission service, pending final
approval in 2000.

In January 1999, we reached a rate settlement with one of the cooperatives, resulting in an immaterial increase in rates for bundled wholesale electric
service. This cooperative moved to another supplier in December 1999.

In March 1999, we reached a separate settlement with the other cooperative. Rates did not change as a result of the settlement. The cooperative was
able to retain its right to continue with its separate rate-reduction complaint. We agreed to assist the cooperative in moving to choice when its full-
service wholesale contract expires in exchange for its agreement to withdraw the rate-reduction complaint. This cooperative will move to another
supplier in June 2000.

Finally, on March 11, 1999, we reached a settlement on open-access transmission rates. This settlement increased transmission rates by
approximately $4,300,000, which had a positive effect on the results of our transmission operations. - - -



We will also pursue, through new FERC proceedings, recovery of the transition costs associated with serving both of the wholesale electric
cooperatives to correspond with our transition-costs recovery proceedings in Montana.

PSC

The Electric Act established a rate freeze for all electric customers, meaning that transmission and distribution rates cannot be increased until
July 1, 2000. In January 2000, we filed a voluntary rate reduction with the PSC for approximately $16,700,000 annually, which we would
implement by using the sales proceeds in excess of the book value from the recent generation sale. The reduction is effective on an interim
basis pending PSC review of our Tier II filing. For additional information on the generation sale, see Note 5, "Sale of Electric Generating
Assets."

. NATURAL GAS

On August 12, 1999, we filed a natural gas rate docket with the PSC requesting, among other matters, an increase in annual revenues of $15,400,000,
with a proposed interim increase of $11,500,000. The filing also proposes:

An alternative rate plan;
"Trackers" to reflect property taxes and replacement facilities in
rates on a more timely basis;
A change in the allocation of costs to customer classes; and
Rate-design changes that include recovery of distribution charges
through a fixed monthly system charge.

On December 9, 1999, the PSC approved an interim increase of $7,600,000

regarding the natural gas rate docket discussed above. Since then, we negotiated a settlement with a group of intervenors concerning this natural gas
rate filing. The settlement allows for an increase of annual revenues of $10,300,000, which includes the interim increase of $7,600,000. The PSC will
discuss the settlement at a working session in March 2000. If the settlement is acceptable, the rates will be implemented shortly thereafter.

On November 17, 1999, we filed a second natural gas rate docket with the PSC requesting recovery of costs associated with tracking gas costs
annually. Approval by the PSC would result in an increase in annual revenues of $4,800,000. On December 9, 1999, the PSC approved an interim
increase. for this amount until we receive the final order, which we expect by mid-2000.

NOTE 5 - SALE OF ELECTRIC GENERATING ASSETS

ASSETS SOLD

On December 17, 1999, in accordance with the Agreement, we sold to PPL Montana substantially all of our electric generating assets, related
contracts, and associated transmission assets totaling less than 40 miles. This included 11 of our 12 hydroelectric facilities; a storage reservoir, a coal-
fired thermal generating plant at Billings, Montana; all of our interest in three coal-fired thermal generating plants at Colstrip, Montana; and other
related assets, including inventories associated with the power plants. The total gross capacity of the hydroelectric facilities and coal-fired thermal
generating plants sold to PPL Montana was 1,314.5 MWs.

The asset sale did not include the Milltown Dam near Missoula, Montana (gross capacity of 3 MWs) or any of our QF purchase-power contracts. It
also did not include our leased share of the Colstrip Unit 4 generation or transmission assets.

In the sale of these assets, we generally retained all pre-closing obligations, and PPL Montana assumed all post-closing obligations. However, with
respect to environmental liabilities, PPL Montana assumed all pre-closing (subject to the indemnification provisions discussed below) and post-
closing environmental liabilities associated with the purchased assets, with three exceptions for pre-closing liabilities:

Payment of fines or penalties imposed by regulatory authorities
related to pre-closing activity;
Liability for pre-closing "off-site" activity, such as
transportation, disposal, or storage of hazardous material; and
Remediation costs of any silts behind the Thompson Falls Dam related
to pre-closing activity.

We agreed to indemnify PPL Montana from losses arising from pre-closing environmental conditions. The indemnity for required remediation of pre-
closing conditions, whether known or unknown at the closing, is limited to:

50 percent of the loss. (Our share of this indemnity obligation at
the Colstrip Project is limited to our pro-rata share of this 50
percent based on our pre-sale ownership share.)

A two-year period after closing for unknown conditions. The
indemnity for required remediation of pre-closing conditions known
at the time of the closing continues indefinitely.

An aggregate amount no greater than 10 percent of the purchase price



paid for the assets.



We do not expect this indemnity obligation to have a material adverse effect on our consolidated financial position, results of operations, or cash
flows. We have accrued the estimated amount of the potential liability associated with these retained obligations.

CASH PROCEEDS

The cash proceeds received for the sale of the assets, including pro-rated adjustments for such items as property taxes, was approximately
$758,600,000 (including approximately $1,000,000 received in 2000.) Our transaction costs to complete the sale amounted to approximately
$12,100,000.

At December 31, 1999, we recorded approximately $219,700,000 as net proceeds in excess of the book value, based on net cash proceeds of
$746,500,000 less (1) approximately $497,300,000 book value of the assets sold and (2) approximately $29,500,000 of previously flowed-through
tax benefits. We also recorded an income tax liability of approximately $164,100,000, based on the net proceeds less the tax basis of the assets sold.

As part of our Tier II filing, we plan to deduct from the regulatory liabilities approximately $39,300,000 of other generation-related transition costs
and approximately $64,600,000 of regulatory asset transition costs. The other generation-related transition costs consist mainly of SG&A costs and
costs to retire debt. The regulatory asset transition costs consist mainly of capitalized conservation costs and carrying charges associated with
Colstrip Unit 3.

PPL Montana also agreed to purchase 1,058 MWs of additional gross capacity in Colstrip, Montana from Puget and Portland General. Pursuant to the
terms of the Agreement with PPL Montana, we would receive an additional $152,000,000 from PPL Montana, for added value, if Puget and Portland
General both close their transactions. The added value would arise from the controlling interest in the Colstrip Units that PPL Montana would hold,
as a result of the combination of our former assets with those of Puget and Portland General. However, if only Puget or Portland General - but not
both - closes its respective transaction, we will receive only $117,000,000 from PPL Montana rather than $152,000,000. If neither Puget or Portland
General closes its transaction, the Agreement provides that, subject to the receipt of required regulatory approvals, PPL Montana will purchase the
portion of our 500-kilovolt Colstrip transmission system not associated with Colstrip Unit 4. Our sales proceeds from PPL Montana for these
properties would be $97,100,000.

During February 2000, the Oregon Public Utility Commission indicated that it would deny Portland General's request to sell its ownership interest in
Colstrip Units 3 and 4 to PPL Montana.

EFFECT ON 1999 EARNINGS

The asset sale positively affected our electric utility's 1999 earnings through the reversal of approximately $3,000,000 (after taxes) in interest expense
recorded in prior years relating to Kerr Project liabilities and through recognition of approximately $10,000,000 in ITCs.

USE OF PROCEEDS

We have used a portion of the net cash proceeds received (less the sale proceeds in excess of the book value) for the following general corporate
purposes:

Funding utility and nonutility projects, including those involving
expansion of Touch America;
Reducing debt; and
Purchasing shares of our common stock.

For additional information on the purchase of shares of common stock and the reduction of debt, see Note 7, "Common Stock," and Note 10, "Long-
Term Debt."



NOTE 6 - Income tax expense

Table Income before income taxes was as follows:
1999	 1998	 1997

(Thousands of Dollars)

United States 	 $189,186 $246,242 $177,114
Canada 	 3,871 (2,927) 12,780
Other countries 	 1,352 479 608

$194,409 $243,794 $190,502

Table The provision for income taxes differs from the amount of income tax that would result by applying the applicable United States
statutory federal income tax rate to pretax income because of the following

differences:
1999 1998 1997

(Thousands of Dollars)

Computed "expected"
income tax
expense 	 $68,043 $85,328 $66,675
Adjustments for
tax effects of:
Statutory
depletion 	 (3,440) (4,156) (2,891)
Tax credits 	 (25,775) (4,722) (11,645)
State income tax,
net 	 4,545 7,393 7,147
Reversal-of
utility book/tax
depreciation 	 5,318 2,784 5,636
Other	 (4,628) (8,453) (3,052)

Actual income
tax expense 	 $44,063 $78,174 $61,870

Table Income tax expense as shown on the Consolidated Statement of Income
consists of the following components:

1999	 1998 1997

(Thousands of Dollars)
Current:
United States 	 $293,319	 $88,233 $36,680
Canada 	 1,710	 1,212 994
Other countries 	 30	 - 3,684
State 	 53,858	 13,462 9.835

348,917	 102,907 51,193

Deferred:
United States 	 (267,958)	 (20,331) 6,491
Canada 	 9,930	 (1,851) 2,802
State 	 (46,826)	 (2,551) 1,384

(304,854)	 (24,733) 10,677

$44,063	 $78,174 $61,870

Table	 Deferred tax liabilities (assets) are comprised of the following:

December 31
1999 1998

(Thousands of Dollars)



Plant related 	 $321,383 $403,832
Investment in nonutility
generation projects 	 6,171 7,132
Other 	 44,520 35,344

Gross deferred	 -
tax liabilities 	 372,074 446,308

Coal reclamation 	 (48,096) (47,487)
Amortization of gain on
sale/leaseback 	 (11,649) (12,755)
Deferred revenues 	 (103,578)
Investment tax credit
amortization 	 (14,055) (21,833)
Other	 (204,152) (59,082)

Gross deferred tax assets 	 (381,530) (141,157)

Net deferred tax (assets)
liabilities 	 (9,456) 305,151
Less current deferred
tax assets - net 	 (18,303) (18,755)

Total noncurrent deferred
tax liabilities 	 $8,847 $323,906

Table The change in net deferred tax liabilities differs from current year
deferred tax expense as a result of the following: 

December 31 
(Thousands of Dollars)

Change in noncurrent deferred tax 	 	 $(315,059)
Regulatory assets related to income taxes 	 	 61,182
Current deferred tax assets - net 	 	 452
Amortization of investment tax credits 	 	 (21,732)
Other 	 (29,697)

Deferred tax expense 	 $(304,854)



NOTE 7 - COMMON STOCK
STOCK SPLIT

On June 22, 1999, the Board of Directors approved a two-for-one split of our outstanding common stock. As a result of the split, which was effective
August 6, 1999, for all shareholders of record on July 16, 1999, 55,099,015 outstanding shares of common stock were converted to 110198,030 0302
outstanding shares of common stock. We have retroactively applied the split to all periods presented. 	 • - •

SHARE REPURCHASE PROGRAM

In 1998, the Board of Directors authorized a share-repurchase program over the next five years to repurchase up to 20,000,000 shares,
(approximately 18 percent of our then outstanding common stock) on the open market or in privately negotiated transactions. As of December 31,
1999, we had 105,536,873 common shares outstanding. The number of shares to be purchased and the timing of the purchases will be based on the
level of cash balances, general business conditions, and other factors, including alternative investment opportunities.

As a result of this authorization, we entered into a Forward Equity Acquisition Transaction (FEAT) program with a bank that committed to purchase
on our behalf up to 5,000,000 shares, but not to exceed $125,000,000. On November 12, 1999, we amended the FEAT program to increase the
monetary limit to $200,000,000. The expiration date of the program is October 31, 2000. Until that date, when all transactions must be settled, we
can elect to fully or partially settle either on a full physical (cash) or a net share basis. A full physical settlement would be the purchase of shares
from the bank for cash at the bank's average purchase price, including interest costs less dividends. A net share settlement would be the exchange of
shares between the parties so that the bank receives shares with value equivalent to its original purchase price, including interest costs less dividends.
Only at the time that the transactions are settled can our capital or outstanding stock be affected, and settlement has no effect on results of operations.

Since the FEAT program began and through December 23, 1999, the bank had acquired for us 4,682,100 shares of our stock. The purchase of these
shares averaged approximately S30.94 per share and ranged from $27.05 per share to $33.52 per share for a total cost of $144,872,000. On December
23, 1999, we used proceeds from the sale of our generation assets to effect a full physical settlement for that amount We have reflected the shares
purchased as treasury stock on the Consolidated Balance Sheet. As of December 31, 1999, no additional shares had been acquired under the program.

SHAREHOLDER PROTECTION RIGHTS PLAN

We have a Shareholder Protection Rights Plan (SPRP) that provides one preferred share purchase right on each outstanding common share. Each
purchase- ,right entitles the registered holder, upon the occurrence of certain events, to purchase from us one one-hundredth of a share of Participating
Preferred- Shares, A Series, without par value. If it should become exercisable, each purchase right would have economic terms similar to one share
of common stock. The purchase rights trade with the underlying shares and will, except under certain circumstances described in the SPRP, expire on
June 6, 2009, unless redeemed earlier or exchanged by us.

DIVIDEND REINVESTMENT AND STOCK PURCHASE PLAN

Our Dividend Reinvestment and Stock Purchase Plan permits participants to: (a) acquire additional shares of common stock through the reinvestment
of dividends on all or any specified number of common and/or preferred shares registered in their own names, or through optional cash payments of
up to $60,000 per year; and (b) deposit common and preferred stock certificates into their Plan accounts for safekeeping. It also allows for other
interested investors (residents of certain states) to make initial purchases of common shares with a minimum of $100 and a maximum of $60,000 per
year.

RETIREMENT SAVINGS PLAN

We have a Retirement Savings Plan that covers all regular eligible employees. We contribute, on behalf of the employee, a matching percentage of
the amount contributed to the Plan by the employee. In 1990, we borrowed $40,000,000 at an interest rate of 9.2 percent to be repaid in equal annual
installments over 15 years. The proceeds of the loan were lent on similar terms to the Plan Trustee, which used the proceeds to purchase 3,844,594
shares of our common stock Shares acquired with loan proceeds are allocated to Plan participants. The loan, which is reflected as long-term debt, is
offset by a similar amount in common shareholders' equity as unallocated stock. Our contributions plus the dividends on the shares held under the
Plan are used to meet principal and interest payments on the loan with the Plan Trustee. As principal payments on the loan are made, long-term debt
and the offset in common shareholders' equity are both reduced. At December 31, 1999, 2,500,678 shares had been allocated to the participants'
accounts. We recognize expense for the Plan using the Shares Allocated Method, and the pretax expense was $4,890,000, $4,923,000, and
$5,194,000 for 1999, 1998, and 1997, respectively.

LONG-TERM INCENTIVE PLAN

Under the Long-Term Incentive Plan, we have issued options to our employees. Options issued to employees are not reflected in balance sheet
accounts'until exercised, at which time:

(1) authorized, but unissued shares are issued to the employee, (2) the capital stock account is credited with the proceeds, and (3) no charges or
credits to income are made.

Options were granted at the average of the high and low



prices as reported on the New York Stock Exchange composite tape on the date granted and expire ten years from that date.

On December 31, 1999, restrictions were removed on the remaining shares of restricted stock issued in 1994 under the Long-Term Incentive Plan.
During 1999, a grant of 12,000 shares of restricted stock was issued to an individual. The award is subject to forfeiture or proration if the individual
should terminate employment. Earned awards are reflected as common stock on the Consolidated Balance Sheet and as compensation expense in the
Consolidated Statement of Income over the period of required employment. At December 31, 1999, 12,000 shares of restricted stock remained.

Table	 Option activity is summarized below:

1999
	

1998	 1997

Wtd Avg	 Wtd Avg	 Wtd Avg
Exercise	 Exercise	 Exercise

Shares
	 Price	 Shares	 Price	 Shares	 Price

Outstanding, beginning of year 	 2,548,094 $22.71 1,081,330 $11.00 1,389,608 $10.95
Granted	 919,510 32.14 2,234,658 24.50 - -
Exercised 	 88,857 10.83 702,562 11.25 251,506 10.73
Cancelled 	 98,422 24.08 65,332 13.47 56.772 11.01

Outstanding, end of year 	 3.280.325 $25.63 2.548.094 $22.71 1.081.330 $11.00

Table	 Shares under option at December 31, 1999, are summarized below: 

Options Outstanding	 Options Exercisable

Wtd Avg	 Wtd Avg	 Wtd Avg
Exercise	 Exercise	 Exercise

Exercise Price Range	 Shares	 Price	 Life	 Shares	 Price

$10.81 to $11.31 	 271,779 $11.06 5 yrs 271,779 $11.06
$18.00 to $19.17 	 488,000 18.56 8 yrs 12,000 18.00
$26.53 to $27.56 	 1,981,814 26.73 9 yrs - -
$35.36 	 538,732 35.36 10 vrs = =

3.280,325 283,779

As permitted by SFAS No. 123, "Accounting for Stock-Based Compensation," we have elected to follow Accounting Principles Board Opinion No.
25, "Accounting for Stock Issued to Employees" (APB 25) and related interpretations in accounting for our employee stock options. Under APB 25,
because the exercise price of the employee stock options equals the market price of the underlying stock on the date of grant, no compensation
expense is recognized. Disclosure of pro-forma information regarding net income and earnings per share is required by SFAS No. 123. This
information has been determined as if we had accounted for our employee stock options under the fair value method of that statement. The weighted-
average fair value of options granted in 1999 and 1998 was $7.03 and $7.12 per share, respectively. We employed the binomial option-pricing model
to estimate the fair value of each option grant on the date of grant. We used the following weighted-average assumptions for grants in 1999 and 1998,
respectively: (1) risk-free interest rate of 6.35 percent and 5.08 percent; (2) expected life of 9.8 and 10 years; (3) expected volatility of 24.92 percent
and 19.34 percent; and (4) a dividend yield of 5.97 percent and 6.51 percent. Had we elected to use SFAS No. 123, compensation expense would
have increased $5,280,000 in 1999, $795,000 in 1998, and $195,000 in 1997. The 1999 pro-forma net income would be $143,456,000 with basic
earnings per common share of $1.31 and diluted earnings per common share of $1.30. The 1998 and 1997 compensation expense effects on net
income and earnings per share are not significant.



NOTE 8 - PREFERRED STOCK
We have 5,000,000 authorized shares of preferred stock. We cannot declare or pay dividends on our common stock while we have not either declared
and set apart cumulative dividends or paid dividends on any of our preferred stock.

Table Our preferred stock is in three series as detailed in the following
table:

Stated and
Liquidation

Shares Issued
and Outstanding

Thousands
of Dollars

1998 1999 1998Series Price* 1999

$6.875 $100	 . 360,800 360,800 $36,080 $36,080
6.00 100 159,589 159,589 15,959 15,959
4.20 100 60,000 60,000 6,025 6,025
Discoun = — (410) (410)

580.389 580.389 $57.654 $57.654

*Plus accumulated dividends.

We have the option of redeeming our preferred stock with the consent or affirmative vote of the holders of a majority of the common shares
on 30 days notice at $110 per share for our $6.00 series and $103 per share for our $4.20 series, plus accumulated dividends. Our $6.875
series is redeemable in whole or in part, at any time on or after November 1, 2003, for a price beginning at $103.438 per share, which
decreases annually through October 2013. After that time, the redemption price is $100 per share.

NOTE 9 - COMPANY OBLIGATED MANDATORILY REDEEMABLE PREFERRED SECURITIES OF

SUBSIDIARY TRUST
We established Montana Power Capital I (Trust) as a wholly owned business trust to issue common and preferred securities and hold Junior
Subordinated Deferrable Interest Debentures (Subordinated Debentures) that we issue. At December 31, 1999 and 1998, the Trust has issued
2,600,000 units of 8.45 percent Cumulative Quarterly Income Preferred Securities, Series A (QUIPS). Holders of the QUIPS are entitled to receive
quarterly distributions at an annual rate of 8.45 percent of the liquidation preference value of $25 per security. The sole asset of the Trust is
$67,000,000 of our Subordinated Debentures, 8.45 percent Series due 2036. The Trust will use interest payments received on the Subordinated
Debentures that it holds to make the quarterly cash distributions on the QUIPS.

On or after November 6, 2001, we can wholly redeem the Subordinated Debentures at any time, or partially redeem the Subordinated Debentures
from time to time. We can also wholly redeem the Subordinated Debentures if certain events occur before that time. Upon repayment of the
Subordinated Debentures at maturity or early redemption, the Trust Securities must be redeemed. In addition, we can terminate the Trust at any time
and cause the pro rata distribution of the Subordinated Debentures to the holders of the Trust Securities.

Besides our obligations under the Subordinated Debentures, we have agreed to certain Back-up Undertakings. We have guaranteed, on a
subordinated basis, payment of distributions on the Trust Securities, to the extent the Trust has funds available to pay such distributions, and we have
agreed to pay all of the expenses of the Trust. Considered together with the Subordinated Debentures, the Back-up Undertakings constitute a full and
unconditional guarantee of the Trust's obligations under the QUIPS. We are the owner of all the common securities of the Trust, which constitute 3
percent of the aggregate liquidation amount of all the Trust Securities.



NOTE 10 - LONG-TERM DEBT
The Mortgage and Deed of Trust (Mortgage) imposes a first mortgage lien on all physical properties owned, exclusive of subsidiary company assets
and certain property and assets specifically excepted. The obligations collateralized are First Mortgage Bonds, including those First Mortgage Bonds
designated as Secured Medium-Term Notes and those securing Pollution Control Revenue Bonds.

Table Long-term debt consists of the following:

December 31
19981999

(Thousands of Dollars)
First Mortgage Bonds:
7.7% series, due 1999 	 $55,000
7 1/2% series, due 2001 	 $25,000 25,000
7% series, due 2005 	 50,000 50,000
8 1/4% series, due 2007 	 55,000 55,000
8.95% series, due 2022 	 50,000 50,000
Secured Medium-Term Notes -
maturing 2000-2025 	 7.20%-8.11% 	 88,000 88,000
Pollution Control Revenue Bonds:
City of Forsyth, Montana

6 1/8% series, due 2023 	 90,205 90,205
5.9% series, due 2023 	 80,000 80,000

Natural Gas Transition Bonds - 6.20%, due 2012 	 61,015 62,700
ESOP Notes Payable - 9.2%, due 2004 	 19,431 22,392
Unsecured Medium-Term Notes:
Series A - maturing 1999-2022 	 8.68%-8.9% 	 17,000 19,500
Series B - maturing 2001-2026 	 6.37%-7.96% 	 100,000 115,000
Revolving Credit Agreements 	 17,502 14,241
Other	 28,111 71,779
Unamortized Discount and Premium	 (3,797) (4,196)

677,467 794,621
Less:	 Portion due within one year 	 58.955 96,292

$618,512 $698,329

On February 1, 1999, we used the proceeds from asset-backed securities issued by the special purpose entity (SPE) discussed below to retire
$55,000,000 of our 7.7 percent First Mortgage Bonds.

The electric and natural gas legislation discussed in Note 4, "Deregulation and Regulatory Matters," authorized the issuance of transition bonds.
These securitization bonds involve the issuance of a non-recourse debt instrument. The bonds are repaid through, and secured by, a specified
component of future revenues meant to recover the regulatory assets, thereby reducing the credit risk of the securities. This specific component of
revenues is referred to as a CTC. An April 1998 PSC Financing Order relating to natural gas approved the issuance of up to $65,000,000 of such
bonds. In December 1998, we issued $62,700,000 of 6.2 percent bonds. We will retire the bonds at six-month intervals from September 15, 1999,
through March 15, 2012. Retirements are in varying amounts depending on revenues collected from customers. We established an SPE, which is a
wholly owned subsidiary, to issue the bonds. At December 31, 1999, approximately $61,015,000 was outstanding, of which approximately
$2,600,000 was classified as due within one year on the Consolidated Balance Sheet.

Although the bonds were issued by an SPE and are without recourse to our general credit, the bonds are shown as debt on the Consolidated Balance
Sheet. Similarly, the right to receive the revenues pledged to secure the bonds is a specific right of



the SPE and not of Montana Power's. However, as, a wholly owned subsidiary, the SPE's revenues and expenses are shown as revenues and expenses
in the Consolidated Statement of Income. Due to the regulatory mechanism for recognizing the operations of the SPE, including the amortization of
the regulatory assets, we do not expect it to have a material effect on our consolidated financial position, results of operations, or cash flows.

To ensure that collections by the SPE are neither more nor less than the amount necessary to pay interest, principal, and other related issuance costs,
we are required to file for periodic adjustments, or reconciliations, to the annual amounts to be collected by the SPE. The PSC is required to approve
these adjustments.

We retired at maturity $2,500,000 of 8.90 percent Series A Unsecured Medium-Term Notes (MTNs) on October 1, 1999.

On September 3, 1999, we retired $10,000,000 of our 7.875 percent Series B Unsecured MTNs due December 23, 2026. We retired an additional
$5,000,000 of these MTNs on October 13, 1999.

Altana Exploration Ltd. (Altana), a wholly owned Canadian subsidiary, purchased the stock of a Canadian company for approximately $26,500,000
(United States dollars) in December 1997. We arranged financing for the purchase through an Extendible Revolving Term Credit agreement between
Altana and the Royal Bank of Canada. The maximum amount of credit available under this agreement is $28,000,000 in Canadian dollars. At
December 31, 1999 and 1998, the United States dollar amounts outstanding under the agreement were $17,502,000 ($24,259,000 Canadian dollars)
and $14,241,000 ($21,796,000 Canadian dollars), respectively. These amounts are included in "Revolving Credit Agreements" in the table above.
Interest under the agreement is calculated on the Royal Bank's prime rate that ranged from 6.25 percent to 6.75 percent during 1999.

In April 1997, we entered into a $160,000,000 Revolving Credit Agreement (Credit Agreement) for some of our nonutility operations. Under the
terms of the Credit Agreement, the amount of the facility decreased on March 31, 1998, reducing the borrowing ability to $100,000,000. This Credit
Agreement terminates on April 4, 2000, and all outstanding borrowings must be repaid on this date. Fixed or variable interest rate options are
available under the Credit Agreement with facility fees or commitment fees on the unused portions.

As discussed in Note 2, "Contingencies," we recorded long-term debt of approximately $57,000,000 regarding the Kerr mitigation in June 1997. This
amount represented the net present value of future costs to be paid over the life of the license. With the sale of the generating assets, payments after
the sale date are no longer our responsibility. Therefore, we reduced debt on the sale date to approximately $24,300,000. On December 30, 1999, we
paid approximately $14,100,000 of this amount. We included the remaining $10,200,000 in "Other" in the table above, and it is classified as due
within one year on the Consolidated Balance Sheet at December 31, 1999. The final payment for $10,200,000 occurred on January 3, 2000.

Scheduled debt repayments for the five years ending December 31, 2004, on the long-term debt outstanding at December 31, 1999, amount to:
$59,000,000 in 2000; $94,000,000 in 2001; $9,000,000 in 2002; $42,000,000 in 2003; $9,000,000 in 2004; and $464,000,000 thereafter. However, as
part of the Tier II rate filing discussed in Note 4, "Deregulation and Regulatory Matters," we indicated our intention to retire approximately
$266,000,000 of long-term debt. We estimate that the expenses associated with these retirements will be approximately $20,000,000. As discussed
above, we have already repurchased $15,000,000 of our 7.875 percent Series B Unsecured MTNs due December 23, 2026. In addition, we
repurchased $5,000,000 of 7.25 percent Secured MTNs due January 19, 2024, and $7,000,000 of 8.68 percent Unsecured Series A MTNs due
February 7, 2022, in January of 2000. We plan to retire additional long-term debt throughout 2000.

NOTE 11 - SHORT-TERM BORROWING
We have short-term borrowing facilities with commercial banks that provide both committed and uncommitted lines of credit and the ability to sell
commercial paper. Bank borrowings either bear interest at the lender's floating base rate and may be repaid at any time, or have fixed rates of interest
and maturities. Commercial paper has fixed rates of interest and maturities.

At December 31, 1999, we had lines of credit consisting of $210,000,000 committed and $95,000,000 uncommitted. Facility fees or commitment
fees on the committed lines of credit are not significant. We have the ability to issue up to $145,000,000 of commercial paper based on the total of
unused committed lines of credit and revolving credit agreements.

At December 31, 1999, we had no short-term obligations. At December 31, 1998, we had notes payable to banks for $40,000,000 at 5.87 percent
interest and commercial paper issued for $29,820,000 at 6.04 percent interest.

NOTE 12 - RETIREMENT PLANS
We maintain trusteed, noncontributory retirement plans covering substantially all of our employees. Prior to 1998, our retirement benefits were based
on salary, years of service, and social security integration levels. In 1998, we amended our retirement plan's benefit provisions. Our retirement
benefits are now based on salary, age, and years of service.

Our plan assets consist primarily of domestic and foreign corporate stocks, domestic corporate bonds, and United States Government securities.



We also have an unfunded, nonqualified benefit plan for senior management executives and directors. In December 1998, we froze the benefits
earned and curtailed the plan and accrued approximately $4,300,000 of expense in accordance with SFAS No. 88, "Employers' Accounting for
Settlements and Curtailments of Defined Benefit Pension Plans."

As a result of the sale of our electric generating assets to PPL Montana, 454 participants related to electric generation operations were curtailed from
the retirement plan and approximately $22,700,000 in assets were transferred from the retirement plan trust to the PPL retirement plan trust,Pursuant
to the Agreement, an estimated $3,100,000 of assets will be transferred to the PPL trust when the calculation is finalized in 2000. In accordance with
SFAS No. 88, we calculated a curtailment gain of approximately $4,100,000 and a settlement gain of approximately $7,800,000. Due to regulatory
accounting treatment, the gains were recorded as regulatory liabilities or offsets to regulatory assets, resulting in no income statement impact.

Together with the majority of our subsidiaries, we also provide certain health care and life insurance benefits for eligible retired employees. The plan
assets consist primarily of domestic and foreign corporate stocks, domestic corporate bonds, and United States Government securities. The PSC
allows us to include in rates all utility Other Postretirement Benefits costs on the accrual basis provided by SFAS No. 106, "Employers' Accounting
for Postretirement Benefits Other Than Pensions."	 -

We also have a voluntary retirement savings plan in conjunction with our retirement plans. We make matching contributions, including shares from a
leveraged Employee Stock Ownership Plan arrangement and shares purchased on the open market For costs associated with these plans, see Note 7,
"Common Stock."

Table	 The following tables provide a reconciliation of the changes in the plans' benefit
obligations and fair value of assets over the two-year period ending December 31, 1999, and
a statement of the funded status as of December 31 of both years:

Pension Benefits Other Benefits

19981999 1998 1999

(Thousands of Dollars)
CHANGE IN BENEFIT OBLIGATION:
Benefit obligation at January 1 	 $273,401 $247,903 $24,512 $22,191
Service cost on benefits earned 	 8,724 8,170 844 776
Interest cost on projected benefit obligation 19,529 18,289 1,776 1,665
Plan amendments 	 8,578 8,387 - -
Actuarial (gain) loss 	 (32,712) 5,878 (502) 2,149
Curtailments 	 (5,712) (4,303) (3,093) -
Settlements 	 (18,096) - - -
Gross benefits paid 	 (11,707) f10,923) (1,909) (2,269)

Benefit obligation at December 31 	 $242,005 $273,401 $21,628 $24,512

CHANGE IN PLAN ASSETS:
Fair value of plan assets at January 1 	 $289,881 $259,059 $8,782 $8,168
Actual return on plan assets 	 18,620 39,765 226 1,036
Employer contributions 	 - - 2,817 1,847
Divestitures 	 (22,707) - - -
Gross benefits paid 	 (9,546) (8,943) (1,909) (2,269)

Fair value of plan assets at December 31 	 $276,248 $289,881 $9.916 $8,782

RECONCILIATION OF FUNDED STATUS:
Funded status at end of year 	 $34,262 $16,463 $(11,712) $(15,730)
Unrecognized net:
Actuarial gain 	 (65,893) (54,169) (6,263) (5,212)
Prior service cost 	 17,856 12,980 1,822 826
Transition obligation 	 (363) LUM 11,751 15,440

Net amount recognized at December 31 	 $(14,138) $(25,063) $(4,402) $(4,676)



Table
	

The following table provides the amounts recognized in the statement of financial
position as of December 31: 

Pension Benefits	 Other Benefits

19981999 1998	 1999

(Thousands of Dollars)
Prepaid benefit cost 	 $7,571 $4,028
Accrued benefit cost 	 (21,709) (29,091)	 $(4,402) $(4,676)

Net amount recognized at December 31 $(14,138) $(25.063)	 $(4,402) $(4,676)

Table The following tables provide the components of net periodic benefit cost for the pension and other postretirement benefit plans,
portions of which have been deferred or capitalized, for fiscal years 1999, 1998,

and 1997: 

Pension Benefits
1999 1998 1997

(Thousands of Dollars)
Service cost on benefits earned 	 $8,719	 $8,079 $6,625
Interest cost on projected benefit
obligation	 19,540 18,238 16,316
Expected return on plan assets 	 (25,650) (22,870) (19,900)
Amortization of:
Transition obligation 	 43 358 383
Prior service cost 	 1,741 1,468 965
Actuarial gains 	 (1,658) (1,062) (1,474)
Immediate recognition of DC conversion 	 (142)

Net periodic benefit cost 	 2,735 4,069 2,915
Curtailment (gain) loss 	 (3,751) 3,964 960
Settlement gain 	 (7,844)

Net periodic benefit cost after curtailments
and settlements 	 $(8,860) $8.033 $3,875

Other Benefits
1998 19971999

(Thousands of Dollars)
Service cost on benefits earned 	 $844 $777 $571
Interest cost on projected benefit obligation 1,776 1,665 1,486
Expected return on plan assets 	 (722) (671) (459)
Amortization of:
Transition obligation 	 1,098 1,120 -	 1,100
Prior service cost 	 177 69
Actuarial gain 	 (133) (274) (384)

Net periodic benefit cost 	 3,040 2,686 2,314
Curtailment gain 	 (374)

Net periodic benefit cost after curtailments $2,666 $2,686 $2,314



In 1999, funding for pension costs exceeded SFAS No. 87, "Employers Accounting for Pensions," pension expense by $1,631,000. In 1998 and 1997,
pension costs exceeded SFAS No. 87 pension expense by $1,780,000 and $5,441,000, respectively. The PSC allows recovery for the funding of
pension costs through rates. Any differences between funding and expense are deferred for recognition in future periods. At December 31, 1999, the
regulatory liability was $5,755,000.

Table	 The following assumptions were used in the determination of actuarial present values of the projected benefit obligations:

Other BenefitsPension Benefits

1999 1993 1999 1998

(Thousands of Dollars)
Weighted average assumptions as of December 31:
Discount rate 	 7.75% 6.75% 7.75% 6.75%
Expected return on plan assets 	 9.00% 9.00% 9.00% 9.00%
Rate of compensation increase 	 4.40% 3.97% 4.40% 3.75%

Table Assumed health care costs trend rates have a significant effect on the
amounts reported for the health care plans. A change of 1 percent in
assumed health care cost trend rates would have the following effects:

1% Increase	 I% Decrease

1999	 1998

(Thousands of Dollars)
Effect on the total of service and interest

cost components of net pcnodic post-
retirement health care benefit cost 	 	 $116	 $(108)

Effect on the health care component of
the accumulated postretirement benefit
obligation 	 	 854	 (804)

The assumed 2000 health care cost trend rates used to measure the expected cost of benefits covered by the plans is 7.00 percent. The trend rate
decreases through 2004 to 5 percent.



NOTE 13 - INFORMATION ON INDUSTRY SEGMENTS
Our utility operations purchase, transmit, and distribute electricity and natural gas. With the sale of our electric generating assets other than Milltown
Dam, we no longer are primarily engaged in regulated electric generation. In our nonutility businesses, our telecommunications operation designs,
develops, constructs, operates, maintains, and manages a fiber-optic network and wireless facilities; it also sells long-distance, Internet, and private-
line services and equipment. In other nonutility operations, we mine and sell coal and lignite; manage long-term power sales, and develop and invest
in independent power projects and other energy-related businesses; and explore for, develop, produce, process, and sell oil and natural gas.-We also
trade crude oil, natural gas, and natural gas liquids.

In 1997, our coal operations recognized $104,231,000 in revenues from sales to Reliant Energy. This amount exceeded 10 percent of our 1997
consolidated revenues. The loss of these revenues would have a material adverse effect on our coal operations. In our independent power operations,
the loss of revenues pursuant to contracts with two customers would have a material adverse effect on that segment.

The PSC approved our open-access and reorganization plan for our natural gas utility effective November 1, 1997. Under the approved plan, we
transferred substantially all of our utility's natural gas production assets, including those of a Canadian subsidiary, to our nonutility oil and natural gas
operations as of that date.

We consider segment information for foreign operations immaterial.

Table Information on industry segments
OPERATIONS INFORMATION:

UTILITY
Electric	 Natural Gas

Sales to unaffiliated customers 	 	 $456,933	 $111,118
Earnings from unconsolidated investments 	 	 -	 -
Intersegment revenues 	 	 13,616	 629
Depreciation, depletion, and amortization 	 	 53,574	 9,279
Write-downs of long-lived assets 	 	 -	 -
Pretax operating income (loss) 	 	 110,666	 16,459
Interest expense 	 	 38,467	 15,229
Interest revenue 	 	 3,801	 545
Income tax expense 	 	 11,549	 391
Capital expenditures 	 	 50,167	 13,115
Identifiable assets 	 	 910,066	 406,413

UTILITY

Electric	 Natural Gas

Sales to unaffiliated customers 	 	 $450,719	 $107,052
Earnings from unconsolidated investments 	 	 -	 -
Intersegment revenues 	 	 7,576	 727
Depreciation, depletion, and amortization 	 	 56,524	 8,705
Pretax operating income (loss) 	 	 124,841	 15,019
Interest expense 	 	 48,903	 12,946
Interest revenue 	 	 3,521	 925
Income tax expense 	 	 26,391	 168
Capital expenditures 	 	 61,334	 21,989
Identifiable assets 	 	 1,577,583	 405,670

UTILITY

Electric	 Natural Gas

Sales to unaffiliated customers 	 	 $435,986	 $122,355
Earnings from unconsolidated investments 	 	 -	 -
Intersegment revenues 	 	 4,685	 588
Depreciation, depletion, and amortization 	 	 51,674	 11,939
Pretax operating income (loss) 	 	 111,002	 37,994
Interest expense 	 	 44,571	 13,112
Interest revenue 	 	 5,626	 2,174
Income tax expense 	 	 25,969	 9,674
Capital expenditures 	 	 122,639	 15,679
Identifiable assets 	 	 1,560,055	 390,463

* The amounts indicated include certain eliminations among the business segments.



Year Ended December 31. 1999

(Thousands of Dollars)

Tele-
Communications Coal

NONUTILITY

Oil and
Natural Gas Other

CORPORATE RECONCILIATION TO CONSOLIDATED

Independent
-	 Power

Segment
Total	 Adjustments*

Consolidated
Total_

$84,350 $197,053 $75,101 $338,869 $47,451 $1,310,875 $1,310,875
10,392 - 21,042 - - 31,434 31,434
1,012 39,729 1,764 16,663 1,874 75,287 $(75,287) -
9,048 7,446 3,122 23,832 4,844 111,145 111,145

- - - 7,083 - 7,083 7,083
35,640 36,602 23,442 15,960 (6,891) 231,878 231,878

1 364 18 1,170 3,356 58,605 (10,107) 48,498
810 832 6,368 2,774 6,945 22,075 (10,107) 11,968

14,088 3,298 9,641 2,363 2,733 44,063 44,063
153,617 10,187 336 41,902 27 $15,956 285,307 285,307
290,722 237,036 203,066 304,537 66,935 629,968 3,048,743 3,048,743

Year Ended December 31. 1998

(Thousands of Dollars)

Tele-
Communications Coal

NONUTILITY

Oil and
Natural Gas Other

CORPORATE RECONCILIATION TO CONSOLIDATED

Independent
Power

Segment
Total Adjustments*

Consolidated
Total

$87,748 $177,961 $73,707 $221,662 $47,988 $1,166,837 $1,166,837
10,909 - 89,525 - - 100,434 100,434
1,298 38,796 2,014 17,606 1,913 69,930 $(69,930) -
7,090 6,596 9,005 22,259 4,088 114,267 114,267
49,960 32,560 84,719 7,640 (9,464) 305,275 305,275

1 443 58 1,203 9,716 73,270 (6,927) 66,343
668 2,406 4,839 (450) 989 12,898 (6,927) 5,971

19,772 8,107 32,315 (2,522) (6,057) 78,174 78,174
56,203 7,746 11,329 53,319 1,292 $189 213,401 213,401
189,560 235,438 120,675 289,453 67,049 42,667 2,928,095 2,928,095

Year Ended December 31, 1997

(Thousands of Dollars)

Tele-
Communications Coal

NONUTILITY

Oil and
Natural Gas Other

CORPORATE RECONCILIATION TO CONSOLIDATED

Independent
Power

Segment
Total Adjustments*

Consolidated
Total

$46,691 $167,623 $70,932 $163,656 $939 $1,008,182 $1,008,182
435 - 14,980 - - 15,415 15,415
799 34,164 1,820 3,120 5,719 50,895 8(50,895) -

2,494 9,043 2,774 16,922 494 95,340 95,340
11,927 28,849 14,963 16,310 (4,543) 216,502 216,502

- 424 32 106 6,043 64,288 (4,129) 60,159
143 (13,675) 3,886 25,238 16,293 39,685 (4,129) 35,556

4,824 (700) 6,762 10,776 4,565 61,870 61,870
27,955 4,588 294 140,437 - $94 311,686 311,686
101,581 247,981 156,282 290,110 7,987 51,437 2,805,896 2,805,896



•

SUPPLEMENTARY DATA (Unaudited)
OIL AND NATURAL GAS PRODUCING ACTIVITIES

Table
	

For the years ended December 31, 1999, 1998, and 1997, net recoverable oil and natural gas reserves,
excluding royalty volumes and volumes controlled under purchase contract, of the utility and nonutility
operations were estimated as follows: 

U.S.

1999

Storage U.S.

1998

StorageCanada Canada

PROVED DEVELOPED AND UNDEVELOPED RESERVES:

UTILITY OPERATIONS:

Natural Gas (Mmcf):
Beginning Balance 	 1,862 0 58,309 2,097 0 56,840
Production 	 (157) (235)
Additions
(Sales) and Purchases
of Reserves in Place
Transfers Out
Revisions - Other
Revisions - Price .. (1.584) 1 469

Ending Balance 	 1.705 0 56.725 1.862 0 58.309

NONUTILITY OPERATIONS:

Natural Gas (Mmcf):
Beginning Balance 	 196,050 138,139 191,250 125,135
Production 	 (18,749) (12,189) (14,099) (11,216)
Additions 	 46,120 44,190 39,774 41,456
(Sales) and Purchases
of Reserves in Place 	 (534) 2,040 1,400 (2,808)
Transfers In
Revisions -Other	 (13,190) (24,482) (4,635) (16,001)
Revisions - Price 	 11,776 f.21n (17,640) 1 573

Ending Balance 	 221.473 147.401 196,050 138,139

Natural Gas Liquids (bbls):
Beginning Balance 	 8,486,800 1,922,000 8,246,554 2,542,585
Production 	 (760,600) (205,000) (218,000) (325,000)
Additions 	 1,262,100 23,000 1,321,300 431,000
(Sales) and Purchases
of Reserves in Place 	 (41,200) (295,000) (57,000).
Revisions - Other	 (99,200) (985,000) 438,946 (667,585)
Revisions - Price 	 440,600 145.000 (1.302.000) (2.000)

Ending Balance 	 9,288,500 605,000 8,486.800 1.922.000

Oil (bbls):
Beginning Balance 	 3,275,500 941,000 5,025,390 2,700,071
Production 	 (438,900) (151,000) (242,800) (258,000)
Additions 	 835,600 0 543,300 22,000
(Sales) and Purchases
of Reserves in Place 	 (7,000) (1,000) (540,000)
Revisions - Other	 288,200 (172,000) (874,071)
Revisions - Price 	 604,500 81,000 (2,050.390) (109,000)

Ending Balance 	 4,557,900 698.000 3.275 500 941.000

1997

U.S. Canada Storage

PROVED DEVELOPED AND UNDEVELOPED RESERVES:

UTILITY OPERATIONS:

Natural Gas (Mmcf):
Beginning Balance 	 71,952 94,445 55,624
Production 	 (3,764) (3,401)
Additions 	 1,216
(Sales) and Purchases
of Reserves in Place 	 (13,082)
Transfers Out 	 (53,711) (91,044)
Revisions Other	 702
Revisions - Price



Ending Balance 	

........ ..............„...........

2,097 0

53,011
(6,529)
8,569

5,914
91,044

(26,501)
0131

125.135

NONUTILITY OPERATIONS:

Natural Gas (Mmcf):
Beginning Balance 	
Production 	
Additions 	
(Sales) and Purchases
of Reserves in Place 	
Transfers In 	
Revisions - Other	
Revisions - Price 	

Ending Balance 	

160,174
(11,427)
14,920

6,039
53,711

(31,918)
2t19

191.250

Natural Gas Liquids (bbls):
Beginning Balance 	
Production 	
Additions 	
(Sales) and Purchases
of Reserves in Place 	
Revisions - Other	
Revisions- Price ......................... 	

Ending Balance 	

3,491,100
(473,139)
118,500

2,717,377
2,392,716

8,246,554

3,089,300
(225,715)
184,000

582,000
(1,082,000)

(5.000)

2,542,585

Oil (bbls):
Beginning Balance 	
Production 	
Additions 	
(Sales) and Purchases
of Reserves in Place 	
Revisions - Other	
Revisions - Price 	

Ending Balance 	

6,458,000
(746,380)
339,110

(1,145,648)
(28,792)
149,100

3,204,235
(322,164)

2,445,000

(2,851,000)
228,000

(4,000)

5.025.390 2.700.071

56,840



OIL AND NATURAL GAS PRODUCING ACTIVITIES (Continued)

PROVED DEVELOPED RESERVES:

1999

Canada

1998

Canada

1997

CanadaU.S. U.S. US.

UTILITY OPERATIONS:

Natural Gas (Mmcf):
Ending Balance 	 1,705 0 1,862 0 2,097 0

NONUTILITY OPERATIONS:

Natural Gas (Mmcf):
Ending Balance 	 149,671 12.5,555 133,578 118,452 139,802 104,799

Natural Gas Liquids (bbls):
Ending Balance 	 6,890,200 574,000 5,802,800 1,650,000 8,246,184 2,298,585

Oil (bbls):
Ending Balance 	 3,709,700 583,000 2,778,500 941,000 3,474,602 2,079,071

Our nonutility United States natural gas, natural gas liquids, and oil reserves increased in 1999 primarily due to successful drilling in Wyoming,
Colorado, and Oklahoma. Substantially higher year-end prices, which improve production economics, also increased our United States reserves. In
1999, as in the prior year, our Canadian natural gas reserves increased due to successful development drilling in Southeast Alberta. Upward price
revisions also increased our Canadian natural gas liquids and oil reserves. These Canadian increases were partially offset by downward revisions
reflecting disappointing performance in the Caroline field.

Nonutility United States natural gas and natural gas liquids reserves increased in 1998 with the addition of undeveloped reserves in Colorado and
successful drilling in Wyoming and Oklahoma. However, the additions were partially offset by downward price revisions of petroleum products.
That downward price revision also caused a significant decrease in United States oil reserves. The Canadian natural gas reserves increased because of
successful exploratory drilling in Southeast Alberta. Oil reserves in Canada decreased due to the sale of an Alberta producing property and downward
price revisions. Canadian oil and natural gas reserves were also revised downward to reflect poorer-than-expected performance in two fields.

Nonutility United States natural gas and natural gas liquids reserves increased in 1997 because of the acquisition of reserves in place, successful
drilling in Oklahoma and Wyoming, and the transfer of previously regulated Montana properties. Oil reserves decreased because of the sale of
reserves in Kansas. The Canadian natural gas reserves increase is due to the purchase of reserves in place, and transfer of previously regulated
Canadian properties to the nonutility Supply Division. Oil reserves in Canada also decreased because of the sale of some Alberta properties.

As determined by engineers, utility natural gas reserves were revised during 1997 due to changes in projected performance or changes in the
Company's ownership interest in specific fields. On November 1, 1997, the PSC approved the deregulation of the utility's natural gas production
properties, the result of which was the transfer of all of the Canadian and significantly all of the United States natural gas reserves to the nonutility
operations. Since that date, utility natural gas reserves have been produced to maintain utility natural gas storage leases and to supply fuel for electric
generation.

When the utility owned the reserves that were transferred to the nonutility on November 1, 1997, petroleum engineers estimated reserves on the basis
of utility business guidelines; that is, mechanical recoverability at reasonable and prudent costs. With deregulation and transfer, petroleum engineers
began to estimate reserves on the basis of mechanical recoverability under market price conditions. Estimating reserves on that basis has resulted in
downward revisions of nonutility United States and Canadian natural gas reserves in 1997.



OIL AND NATURAL GAS PRODUCING ACTIVITIES (Continued)

The following table presents information for 1999, 1998, and 1997 on the capitalized costs relating to utility natural gas producing activities, costs
incurred in utility natural gas property acquisition, exploration, and development activities and certain utility natural gas production costs reflected in
results of operations. As a regulated public utility, we are authorized to earn a rate of return on our utility natural gas plant rate base. Our net cost of
natural gas in underground storage is included in the natural gas plant, which is a part of the utility rate base. Due to the commingling of produced
natural gas with purchased and royalty natural gas for sale to utility customers and application of the ratemaking process to the utility natural gas
producing activities, we are unable to identify revenues resulting solely from utility natural gas producing activities. Accordingly, the information on
revenues, income taxes, results of operations, and estimated future net cash flows and changes therein relating to proved utility natural gas reserves
are not presented for our utility natural gas producing activities.

Table	 Utility Operations

At December 31:
Capitalized costs relating
to natural gas producing activities 	

Accumulated depreciation,
depletion, and valuation allowances 	

Net capitalized costs 	

For the year ended December 31:
Costs incurred in natural gas property
acquisition, exploration, and
development activities:

Acquisition of properties.
Exploration 	

Development 	

Costs reflected in results of operations:
Production costs 	

Exploration expenses 	

Development expenses 	

Depreciation, depletion,
and valuation provisions

1999

Canada U.S.

(Thousands

1998 1997

CanadaU.S. Canada

of Dollars)

U.S.

$2,026 $0 $2,026 $0 $2,023 $0

1,856 0 1,853 0 1,833 0

$170 $0 $173 $0 .	 $190 $0

$35 $168

$0 $0 $(5) $0 1 66

$80 $0 $98 $0 $3,361 $1,359

0 0 (3) 0 35 168

0 0 0 0 0 66

3 19 2,072 686



OIL AND NATURAL GAS PRODUCING ACTIVITIES (Continued)

The following table presents information for 1999, 1998, and 1997 on the capitalized costs relating to nonutility oil and natural gas producing
activities, costs incurred in nonutility oil and natural gas property acquisition, exploration, and development activities and results of nonutility
operations for oil and natural gas producing activities:

Table	 Nonutility Operations

1999	 1998	 1997

At December 31:
Capitalized costs relating
to natural gas producing activities

Accumulated depreciation,
depletion, and valuation allowances

Net capitalized costs 	

For the year ended December 31:
Costs incurred in oil and natural gas
property acquisition, exploration,
and development activities:

Acquisition of properties

Exploration 	

Development 	

Results of operations for oil and natural
gas producing activities:

Revenues 	

Production costs 	

Exploration expenses 	

Depreciation, depletion,
and valuation provisions

Income tax expenses 	

U.S.* Canada U.S.* Canada U.S.* Canada

(Thousands of Dollars)

$221,164 $130,393 $200,743 $109,742 $181,077 $113,165

61,902 56,065 51,247 43,026 43,879 46,131

$159,262 $74,328 $149,496 $66,716 $137,198 $67,034

$666 $3,438 $1,466 $1,408 $46,058 $22,762

1,244 1,406 2,197 1,502 4,589 6,036

23,430 13,317 20,868 15,287 12,758 8,535

$37,272 $22,093 $28,366 $18,739 $34,182 $14,821

10,636 6,774 10,075 7,222 10,041 5,041

1,244 1,387 2,158 1,439 3,233 2,905

12,689 11,007 11,050 6,779 9,464 3,781

12,703 2,925 5,083 3,299 11,444 3,094

3,344 300 425 1,472 3,188 1,380

$9,359 $2,625 $4,658 $1,827 $8,256 $1,714

Results of operations from producing
activities (excluding corporate
overhead and interest cost) 	

United States excludes capitalized costs and associated accumulated
depreciation, revenues, and expenses related to support equipment and
facilities. The capitalized costs of support equipment and facilities were
$73,127,000, $70,304,000, and $53,359,000 and the associated accumulated
depreciation was $12,248,000, $8,939,000, and $5,288,000 for 1999, 1998,
and 1997, respectively.

Estimated future cash flows are computed by applying year-end prices and contract prices, when appropriate, of oil and natural gas to year-end
quantities of proved reserves. Estimated future development and production costs are determined by estimating the expenditures to be incurred in
developing and producing the proved oil and natural gas reserves at the end of the year, based on year-end costs. Estimated future income tax
expenses are calculated by applying year-end statutory tax rates to estimated future pretax net cash flows related to proved oil and natural gas
reserves, less the tax basis of the properties involved. The future income tax expenses give effect to permanent differences, tax credits and deferred
taxes relating to proved oil and natural gas reserves.

These estimates are furnished and calculated in accordance with requirements of the Financial Accounting Standards Board and the Securities and
Exchange Commission (SEC). Management believes the usefulness of these projections is limited because of the unpredictable variances in
expenses, capital forecasts, and crude oil and natural gas prices. Estimates of future net cash flows presented do not represent management's
assessment of our future profitability or future cash flow. Management's investment and operating decisions are based upon reserve estimates that
include proved reserves prescribed by the SEC as well as probable reserves, and upon different price and cost assumptions from those used here.



OIL AND NATURAL GAS PRODUCING ACTIVITIES (Continued)

Table	 The following are the standardized measure of discounted future net cash flows and changes therein relating to proved
oil and natural gas reserves:

December 31

1998

Canada

1999

U.S.	 Canada	 U.S.

1998

(Thousands of Dollars)
Future cash inflows 	 	 $979,663	 $347,464	 $650,446

Future production and development costs 	 	 500,548	 119,763	 327,784

Future income tax expenses 	 	 133,736	 83,629	 80,957

Future net cash flows 	 	 345,379	 144,072	 241,705

10 percent annual discount for estimated timing of
cash flows 	 	 142,532	 61,850	 96,136

Standardized Measure of Discounted Future Net Cash Flows 	 	 $202,847	 $82,222	 $145,569

Table	 The following are the principal sources of change in the standardized measure of discounted future net cash flows:

$273,644

108,436

51,102

114,106

47,155

$66,951

Canada

December 31

1999

U.S.	 Canada	 U.S.

(Thousands of Dollars)
Sales and transfers of oil and gas produced,
net of production costs 	 $(14,957) $(6,482) $(16,236) $(11,518)

Net changes in prices, development and production costs 	 25,995 30,774 (57,866) (13,339)

Extensions, discoveries, and improved recovery,
less related costs 	 41,755 30,406 25,625 15,424
Revisions of previous quantity estimates 	 7,937 (25,044) (17,259) (8,916)

Accretion of discount 	 16,811 8,006 21,338 8,937
Net change in income taxes 	 (23,239) (20,689) 2,511 (5,061)

Other 	 2,976 (1,700) (868) 106
Extensions, discoveries, and improved recovery, less related costs, represent the present value of current year reserve additions valued at year-end
prices less actual unit production costs for the current year. For the years 1999 and 1998, the amount described as Other is primarily the result of
changes in the timing of production.



QUARTERLY FINANCIAL DATA

Table
	

Operating revenues, operating income, and net income in thousands of dollars and net income per
common share for the four quarters of 1999 and 1998 are shown in the tables below. Operating revenues
and income include intersegment sales and expenses. Due to the weather-related nature of the utility
business, the annual amounts are not generated evenly by quarter during the year. 

Dec. 31,
1999

Quarter Ended
Sept. 30,	 June 30,

1999	 1999
March 31,

1999

Utility Operating Revenues 	 $169,351 $121,429 $130,748 $160,768
Utility Operating Income 	 39,441 20,159 27,711 39,814
Utility Net Income 	 40,979 682 6,013 13,690

Nonutility Operating Revenues 	 225,518 233,155 196,528 180,099
Nonutility Operating Income. 	 26,714 33,286 22,654 22,099
Nonutility Net Income. 	 20,159 27,607 18,315 19,211

Consolidated Net Income Available for Common Stock 	 $61,138 $28,289 $24,328 $32,901

Basic Earnings Per Share of Common Stock 	 $0.56 $0.26 $0.22 $0.30

Diluted Earnings Per Share of Common Stock 	 $0.56 $0.25 $0.22 $0.30

Quarter Ended
Dec. 31, Sept 30, June 30, '	 March 31,

1998 1998 1998 1998

Utility Operating Revenues 	 $158,884 $124,799 $123,423 $158,968
Utility Operating Income 	 37,850 34,002 24,981 43,027
Utility Net Income 	 16,587 10,930 5,022 18,946

Nonutility Operating Revenues 	 258,403 204,165 156,323 152,236
Nonutility Operating Income. 	 80,735 38,845 24,999 20,836
Nonutility Net Income. 	 52,891 24,950 16,606 15,998

Consolidated Net Income Available for Common Stock 	 $69,478 $35,880 $21,628 $34,944

Basic Earnings Per Share of Common Stock 	 $0.63 $0.32 $0.20 $0.32

Diluted Earnings Per Share of Common Stock 	 $0.63 $0.32 $0.20 $0.32

ITEM 9. DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.



PART III

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
Information on The Montana Power Company Directors is incorporated by reference from the Company's Notice of 2000 Annual Meeting of
Shareholders and Proxy Statement, pages 6 - 8.

Table The following table shows our current Executive Officers, who are elected or appointed annually by our Board of Directors,
their ages at December 31, 1999, and their areas of responsibility. A brief description of their business experience during the past five
years is

also included. 
Name	 Age Position/Business Experience

R. P. Gannon	 55	 Chairman of the Board, President, and Chief Executive
Officer. Mr. Gannon was elected to the Board of
Directors in 1990 and was elected Chairman of the Board
of Directors in 1998. He served as Vice Chairman of the
Board of Directors from 1996 to 1997. He has served as
President since 1990 and as Chief Executive Officer
since 1997.

J. P. Pederson 57 Vice President, Chief Financial Officer. Mr. Pederson was elected to the Board of Directors in
1993. He has served as Vice President and Chief Financial Officer since 1991. He also served as Chief Information
Officer from 1996 - 1999.

M. J. Meldahl	 50	 Executive Vice President and Chief Operating Officer,
Technology Division. Mr. Meldahl has held his present
position since 1998. He served as Vice President,
Communication Services, Energy and Communications
Division, from 1996 - 1998. He served as Vice President,
Technology Operations - Entech, from 1997 - 1999 and as
Vice President, Technology Division, from 1988 - 1996.

J. D. Haffey	 54	 Executive Vice President and Chief Operating Officer,
Energy Services Division. Mr. Haffey has held his
present position since 1996. He served as Vice President
of Administration and Regulatory Affairs from 1993 -
1996.

R. F. Cromer 54	 Executive Vice President and Chief Operating Officer,
Energy Supply Division. Mr. Cromer has held his present
position since 1996. He has served as Chief Executive
Officer, Continental Energy Services, since 1998. He
also served as President of Continental Energy Services
from 1996 -1998 and as President and Chief Operating
Officer of Continental Energy Services from 1992 - 1996.

P. K. Merrell 47 Vice President, Human Resources, and Secretary. Ms.
Merrell has held her present position since 1996. She
served as Vice President and Secretary from 1993 - 1996.

M. E. Zimmerman 51 Vice President and General Counsel. Mr. Zimmerman has
held his present position since 1991.

P. J. Cole 42	 Vice President, Corporate Business Development Mr. Cole
has held his present position since 1999. He served as
Vice President, Business Development and Regulatory
Affairs, from 1996 - 1999. He served as Treasurer for
the Utility Division from 1993 - 1996.

D. S. Smith	 56	 Controller. Mr. Smith has held his present position
since 1996. He served as Controller for Entech from 1988
- 1996.

E. M. Senechal 50 Treasurer. Ms. Senechal has held her present position
since 1996. She served as Vice President and Treasurer



for Entech from 1984 -1996.



Name	 Age Position/Business Experience

D. A. Johnson 54 Vice President, Distribution Services. Mr. Johnson has
held his present position since 1996. He served as Vice
President for Utility Services from 1993 - 1996.

W. A. Pascoe	 43	 Vice President, Transmission Services. Mr. Pascoe has
held his present position since 1997. He served as
Assistant Vice President, Transmission Services, from
1996 -1997 and as Manager of Transmission and Power
Transactions from 1990 - 1996.

D. J. Sullivan 44 Chief Information Officer. Mr. Sullivan has held his present position since 1999. He served as
Executive Director of Information Systems from 1998 - 1999, Leader of Information Systems from 1996 - 1998,
and General Manager of Information Systems from 1995 - 1996.

W. S. Dee 59	 Vice President, Marketing. Mr. Dee has held his present
position since 1997. He was employed as a consultant
with Leo Burnett Inc., an advertising agency, from 1993
- 1996. Mr. Dee will retire as our Vice President,
Marketing, effective March 31, 2000.

ITEM 11. EXECUTIVE COMPENSATION

Incorporated by reference from Notice of 2000 Annual Meeting of Shareholders and Proxy Statement, pages 15 - 20.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
Incorporated by reference from Notice of 2000 Annual Meeting of Shareholders and Proxy Statement, pages 9 - 11.

- _

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
None.

PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K
(a) Please refer to Item 8, "Financial Statements and Supplementary Data," for a complete listing of all consolidated financial statements and
financial statement schedules.

(b) We filed the following reports on Form 8-K:

Date	 Subject

October 26, 1999 Item 5. Other Events. Discussion of Third Quarter Net Income.

Item 7. Exhibits. Consolidated Statements of Income for the Quarters Ended September 30, 1999 and 1998, Nine Months
Ended September 30, 1999 and 1998, and for the Twelve Months Ended September 30, 1999 and 1998. Utility Operations
Schedule of Revenues and Expenses for the Quarters Ended September 30, 1999 and 1998, Nine Months Ended September
30, 1999 and 1998, and for the Twelve Months Ended September 30, 1999 and 1998. Nonutility Operations Schedule of
Revenues and Expenses for the Quarters Ended September 30, 1999 and 1998, Nine Months Ended September 30, 1999 and
1998, and for the Twelve Months Ended September 30, 1999 and 1998.

January 3, 2000 Item 2. Disposition of Assets. Sale of Generation Assets. Date
of earliest event reported: December 17, 1999.

Item 7. Financial Statements and Exhibits. Unaudited Pro Forma Consolidated Statements of Income for the Twelve Months
Ended December 31, 1998 and Nine Months Ended September 30, 1999. Unaudited Pro Forma Consolidated Balance Sheet
at September 30, 1999.



ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS

(c) Exhibits

ON FORM 8-K (CONT.)

Incorporation by Reference

Previous Exhibit
Previous Filing Designation

2 Asset Purchase Agreement 1-4566 2(a)
Form 8-K
Dated
November 2,
1998

2(a) Amendment No. 1 to the Asset Purchase Agreement 1-4566 2(a)
December 17,
1999 Form 8-K

2(b) Amendment No. 2 to the Asset Purchase Agreement 1-4566 2(b)
December 17,
1999 Form 8-K

3(a) Restated Articles of Incorporation, as amended 33-56739 3(a)
3(a)(1) Articles of Amendment to the Restated

Articles of Incorporation 1-4566 3(a)(1)
3(a)(2) Articles of Amendment to the Restated Articles of

Incorporation 1-4566 3
3(a)(3) Amendment to the	 Articles of Incorporation 1-4566 3

August 16,
1999 Form 10-Q

3(b) By-laws, as adopted dated August 22, 1995 1-4566 3(b)
3 ())(1 ) Amendment to By-laws dated August 27, 1996 1-4566 3(b)
3(b)(2) Amendment to By-laws dated May 12, 1997 1-4566 3(b)
3(b)(3) Amendment to By-laws dated December 9, 1997 1-4566 3(b)
4(a) Mortgage and Deed of nust 2-5927 7(e)
4(b) First Supplemental Indenture 2-10834 4(e)
4(c) Second Supplemental Indenture 2-14237 4(d)
4(d) Third Supplemental Indenture 2-27121 2(a)-S
4(e) Fourth Supplemental Indenture 2-36246 2(a)-6	 "

- _ 4(f) Fifth Supplemental Indenture 2-39536 2(a)-7
-4(g) Sixth Supplemental Indenture 2-49884 2(a)-8(a)
4(h) Seventh Supplemental Indenture 2-52268 2(a)-9
4(i) Eighth Supplemental Indenture 2-53940 2(a)-10
4(j) Ninth Supplemental Indenture 2-55036 2(a)-11
4(k) Tenth Supplemental Indenture 2-63264 2(a)-12
4(1) Eleventh Supplemental Indenture 2-86500 2(a)-13
4(m) Twelfth Supplemental Indenture 33-42882 4(c)
4(n) Thirteenth Supplemental Indenture 33-55816 4(a)-14
4(o) Fourteenth Supplemental Indenture 33-64576 4(c)
4(p) Fifteenth Supplemental Indenture 33-64576 4(d)
4(q) Sixteenth Supplemental Indenture 33-50235 99(a)
4(r) Seventeenth Supplemental Indenture 33-56739 99(a)
41(11 Eighteenth Supplemental Indenture 33-56739 2201

Instruments defining the rights of holders of long-term debt which are not required to be filed with the SEC will be furnished to the SEC upon
request.



ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K
(Cont.)

(c) Exhibits 
Previous Exhibit

Previous Filing Designation
4(t)

4(u)
10(a)(i)

10(a)(ii)
10(a)(iii)

10(a)(iv)

10(a)(v)

10(a)(vi)

10(a)(vii)

10(a)(viii)

10(a)(ix)

I 0(a)(x)

10(c)

12

21
23
27

Incorporation by Reference

Rights Agreement dated as of June 6, 1989 between
The Montana Power Company and First Chicago Trust
Company of New York, as Rights Agent
Amendment to Rights Agreement dated March 2, 1999
Benefit Restoration Plan for Senior Management
Executives and Board of Directors
Deferred Compensation Plan for Non-Employee Directors
Long-Term Incentive Stock Ownership Plan

1992
Form 10-K

The Montana Power Company Employee Stock Ownership
Plan (Revised)
Termination Compensation Agreements with
Senior Management Executives

Colstrip Unit No. 3 Wholesale Transmission
Service Agreement (Exhibit F-1 to the Asset
Purchase Agreement)

Non-Colstnp Unit No. 3 Wholesale Transmission
Service Agreement (Exhibit F-2 to the Asset
Purchase Agreement)

Generation Interconnection Agreement (Exhibit G to the
Asset Purchase Agreement)

Equity Contribution Agreement

Amended Long-Term Incentive Plan

Participation Agreements among United States Trust
Company of New York, Burnham Leasing Corporation,
and SGE (New York) Associates, Certain Institutions,
The Montana Power Company, and Bankers Trust Company
Statement Re Computation of Ratio of Earnings to
Fixed Charges
Subsidiaries of the Registrant
Consent of Independent Accountants
Financial Data Schedule

33-42882
	

4(d)

1.4566
	

99(a)
33-42882
	

10(a)(i)

33-42882
	

10(a)(ii)
1-4566
	

10(a)(iii)

33-28096	 4(c)

1-4566	 10(a)(v)
1996
Form 10-K
1-4566	 10(a)
Form 8-K
Dated
November 2, 1998
1-4566	 10(b)
Form 8-K
Dated
November 2, 1998

1-4566	 10(c)
Form 8-K
Dated
November 2, 1998

1-4566	 10(d)
Form 8-K
Dated
November 2, 1998
1-4566	 10
June 30, 1999
Form 10-Q
33-42882	 10(c)



THE MONTANA POWER COMPANY AND SUBSIDIARIES SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS AND
RESERVES

COLUMN A COLUMN B COLUMN C COLUMN D COLUMN E

Balance at
beginning

Additions

Balance
at close

Charged to
costs and

Charged to
other

Description of period ex eip accounts Deductions* of period

(Thousands of Dollars)
Year Ended:
December 31, 1999
Reserves deducted in balance sheet
from assets to which they apply:
Doubtful accounts
Utility 	 $1,044 $2,010 $1,950 $1,104
Nonutility. 	 862 187 Km 38 999

Total 	 $1,906 $2,197 $(12) $1 .988 $2,103

December 31, 1998
Reserves deducted in balance sheet
from assets to which they apply:
Doubtful accounts
Utility 	 $984 $1,749 $1,689 $1,044
Nonutility	 827 182 MD 136 862

Total 	 $1.811 $1.931 $(11) $1.825 $1 906

December 31, 1997
Reserves deducted in balance sheet
from assets to which they apply:
Doubtful accounts
Utility 	 $924 $2,349 $2,289 $984
Nonutility	 636 229 $6 44 827

Total 	 $1.560 $2,578 $6 $2333 $1,811

Deductions are of the nature for which the reserves were created. In the
case of the reserve for doubtful accounts, deductions from this reserve
are reduced by recoveries of amounts previously written off.



Signatures
Pursuant to the requirements of Section 13 or 15(d) of the Securities

Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, a duly authorized signatory.

THE MONTANA POWER COMPANY

By Is! Robert P. Gannon

Robert P. Gannon
(Chairman of the Board)

Date:	 March 15, 2000

Pursuant to the requirements of the Securities Exchange Act of 1934, this

report has been signed below by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

SIGNATURE
	

TITLE	 DATE

/s/ Robert P. Gannon	 Principal Executive
Officer and Director 	 March 15, 2000

Robert P. Gannon
(Chief Executive Officer)

/s/ J. P. Pederson

J. P. Pederson
(Vice President and
Chief Financial Officer)

/s/ Tucker Hart Adams

Tucker Hart Adams

/s/ Alan F. Cain

Alan F. Cain

Is/ John G. Connors

John G. Connors

/s/ R. D. Corette

R. D. Corette

/s/ Kay Foster

Kay Foster

/s/ John R. Jester

John R. Jester

/s/ Carl Lehrkind III

Carl Lehrkind III

/s/ Deborah D. McWhinney

Deborah D. McWhinney

/s/ N. E. Vosburg

N. E. Vosburg

Principal Financial
	

March 15, 2000
and Accounting
Officer and Director

Director	 March 15, 2000

Director	 March 15, 2000

Director	 March 15, 2000

Director	 March 15, 2000

Director	 March 15, 2000

Director	 March 15, 2000

Director	 March 15, 2000

Director	 March 15, 2000

Director	 March 15 2000



Exhibit 12

THE MONTANA POWER COMPANY

Computation of Ratio of Earnings to Fixed Charges
(Dollars in Thousands)

1999

Twelve Months Ended
December 31,

1998	 1997 1996 1995

Net Income $148,880 $162,761 $127,985 $119,147 $59,053

Income Taxes 44,064 78.174 61,870 72,813 21,573

$192,944 $240,935 $189,855 $191,960 $80,626

Fixed Charges:
Interest $49,332 $66,275 $61,720 $50,937 $47,330
Amortization of Debt Discount,
Expense and Premium 1,269 1,556 1,538 1,610 1,567
Rentals 35,141 34,999 34,671 34,470 35,300

$85,732 $102,830 $97,929 $87,017 $84,197

Earnings Before Income Taxes
and Fixed Charges $278,676 8343.765 $287,784 $278,977 $164.823

Ratio of Earning to Fixed Charges 3.25 x 334 x 2.94 x 3.21 x 1.96 x



SUBSIDIARIES OF REGISTRANT
Exhibit 21	 •

Percentage of Voting
Securities Owned

by Registrant
Canadian-Montana Pipe Line Company
An Alberta Corporation	 100

Glacier Gas Company
A Montana Corporation
	 100

Colstrip Community Services Company
A Montana Corporation
	

100

Montana Power Capital 1
A Montana Corporation
	 100

MPC Natural Gas Funding Trust
A Montana Corporation
	 100

Entech, Inc.
A Montana Corporation
	 100

Canadian-Montana Gas Company Limited
An Alberta Corporation
	 100

Continental Energy Services, Inc.
A Montana Corporation
	 100

EMPECO, Inc.
A Montana Corporation
(A wholly-owned subsidiary of Continental

Energy Services, Inc.)
	

100

EMPECO II, Inc.
A Montana Corporation
(A wholly-owned subsidiary of Continental

Energy Services, Inc.)
	

100

EMPECO V, Inc.
A Montana Corporation
(A wholly-owned subsidiary of Continental

Energy Services, Inc.)
	

100

EMPECO VI - TE, Inc.
A Montana Corporation
(A wholly-owned subsidiary of Continental

Energy Services, Inc.)
	

100

EMPECO VII - TX3, Inc.
A Montana Corporation
(A wholly-owned subsidiary of Continental

Energy Services, Inc.)
	

100

Montana Energy Inc.
A Montana Corporation
(A wholly-owned subsidiary of Continental

Energy Services, Inc.)
	

100

CES International, Inc.



Percentage of Voting
Securities Owned

by Registrant
A Cayman Islands Corporation
(A wholly-owned subsidiary of Continental

Energy Services, Inc.)
	

100

Barge Energy, LLC
A Cayman Islands Limited Life Corporation
(A wholly-owned subsidiary of CES International,

Inc., except 1% held by EMPECO VI - TE, Inc.)
	

100

PAK Energy, LLC
A Cayman Islands Limited Life Corporation
(A wholly-owned subsidiary of CES International,

Inc., except 1% held by Montana Energy, Inc.)
	

100

ECI Energy, Ltd.
A Delaware Corporation
Investment in English Partnership in a

Gas-fired Cogeneration Project
(A 47.5% owned subsidiary of Continental

Energy Services, Inc.)
	

50

Enserch Development Corporation One, Inc.
A Delaware Corporation
(A wholly owned subsidiary of Continental

Energy Services, Inc.)
	

100

Montana Grimes County, Inc.
A Montana Corporation
(A wholly owned subsidiary of Continental

Energy Services, Inc.)
	

100

Montana Grimes Frontier, Inc.
A Montana Corporation
(A wholly owned subsidiary of Continental

Energy Services, Inc.)	 100

Western Energy Company
A Montana Corporation 	 100

Western SynCoal LLC
100% Owned by Western Energy Company 	 100

Montana Energy Development Participacoes, Ltd.
A Brazilian Corporation
(99.99% owned by Entech, Inc., .01% owned by Western
Energy Company)	 100

Financiera Ulken Sociedad Anonima (SA)
A Uruguayan Corporation
(A wholly-owned subsidiary of Montana
Energy Development Participacoes, Ltd.) 	 100

Northwestern Resources Co.
A Montana Corporation 	 100

Altana Exploration Company
A Montana Corporation	 100



Percentage of Voting
Securities Owned

by Registrant
Montana Power Ventures, Inc.
A Montana Corporation
	

100

Altana Exploration Ltd.
An Alberta Corporation
	

100

North American Resources Company
A Montana Corporation
	

100

Tetragenics Company
A Montana Corporation
	

100

Touch America, Inc.
A Montana Corporation
	

100

The Montana Power Trading & Marketing Company
A Montana Corporation
	

100

Basin Resources, Inc.
A Colorado Corporation
	

100

Horizon Coal Services, Inc.
A Montana Corporation
	

100

North Central Energy Company
A Colorado Corporation
	

100

Entech Gas Ventures, Inc.
A Montana Corporation
	

100

The Montana Power Gas Company
A Montana Corporation
	 100

Montana Power Services Company
A Montana Corporation
	

100

Note: The above listed companies are included in the Consolidated Financial Statements of the registrant.



Exhibit 23

Consent of Independent Accountants

We hereby consent to the incorporation by reference in the Prospectus constituting part of the Registration Statement on Form S-3 (No. 33-43655), to
the incorporation by reference in the Prospectus constituting part of the Registration Statement on Form S-3 (No. 333-28877), to the incorporation by
reference in the Prospectus constituting part of the Registration Statement on Form S-8 (No. 333-59573), to the incorporation by reference is the
Registration Statement on Form S-8 (No. 33-24952), to the incorporation by reference in the Registration Statement on Form S-8 (No. 33-28096), to
the incorporation by reference in the Prospectus constituting part of the Registration Statement on Form S-3 (No. 33-32275), to the incorporation by
reference in the Prospectus constituting part of the Registration Statement on Form S-3 (No. 33-55816), to the incorporation by reference in the
Prospectus constituting part of the Registration Statement on Form S-3 (No. 333-14369), to the incorporation by reference in the Prospectus
constituting part of the Registration Statement on Form S-3 (No. 333-14369-01), to the incorporation by reference in the Prospectus constituting part
of the Registration Statement on Form S-3 (No. 333-17181), of our report dated February 10, 2000, except in Note 3 for the final paragraph under the
"Telecommunications" section entitled "Investments and Acquisitions", as to which the date is March 13, 2000, appearing on page 58 of The
Montana Power Company's Annual Report on Form 10-K for the year ended December 31, 1999.

/s/ PricewaterhouseCoopers LLP
PRICEWATERHOUSECOOPERS LLP

Portland, Oregon
March 20, 2000



<ARTICLE> UT
<LEGEND>
THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE CONSOLIDATED BALANCE
SHEET AT 12/31/99, THE CONSOLIDATED INCOME STATEMENT AND THE CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE TWELVE MONTHS ENDED 12/31/99 AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH FINANCIAL
STATEMENTS.
</LEGEND>
<MULTIPLIER> 1,000

<PERIOD-TYPE>	 12-MOS
<FISCAL-YEAR-END> DEC-31-1999
<PERIOD-START> JAN-01-1999
<PERIOD-END> DEC-31-1999
<BOOK-VALUE> PER-BOOK
<TOTAL-NET-UTILITY-PLANT> 1,002,074
<OTHER-PROPERTY-AND-INVEST> 863,103
<TOTAL-CURRENT-ASSETS> 887,036
<TOTAL-DEFERRED-CHARGES> 296,530
<OTHER-ASSETS> 0
<TOTAL-ASSETS> 3,048,743
<COMMON> 557,901
<CAPITAL-SURPLUS-PAID-IN> 2,312
<RETAINED-EARNINGS> 448,603
<TOTAL-COMMON-STOCKHOLDERS-EQ> 1,008,816
<PREFERRED-MANDATORY> 65,000
<PREFERRED> 57,654
<LONG-TERM-DEBT-NET> 617,061
<SHORT-TERM-NOTES> 0
<LONG-TERM-NOTES-PAYABLE> 0
<COMMERCIAL-PAPER-OBLIGATIONS> 0
<LONG-TERM-DEBT-CURRENT-PORT> 58,044
<PREFERRED-STOCK-CURRENT> 0
<CAPITAL-LEASE-OBLIGATIONS> 1,451
<LEASES-CURRENT> 911
<OTHER-ITEMS-CAPITAL-AND-LIAB> 1,239,806
<TOT-CAPITALIZATION-AND-LL&B> 3,048,743
<GROSS-OPERATING-REVENUE> 1,342,309
<INCOME-TAX-EXPENSE> 44,063
<OTHER-OPERATING-EXPENSES> 1,110,431
<TOTAL-OPERATING-EXPENSES> 1,154,494
<OPERATING-INCOME-LOSS> 187,815
<OTHER-INCOME-NET> 11,029
<INCOME-BEFORE-INTEREST-EXPEN> 198,844
<TOTAL-INTEREST-EXPENSE> 48,498
<NET-INCOME> 150,346
<PREFERRED-STOCK-DIVIDENDS> 3,690
<EARNINGS-AVAILABLE-FOR-COMM> 146,656
<COMMON-STOCK-DIVIDENDS> 88,155
<TOTAL-INTEREST-ON-BONDS> 49,881
<CASH-FLOW-OPERATIONS> 660,183
<EPS-BASIC> 1.34
<EPS-DILUTED> 1.33
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Exhibit 4 - B

List of Local Exchange Carriers Registered with N.D. PSC
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LOCAL EXCHANGE TELECOMMUNICATIONS CARRIERS
REGISTERED WITH THE

NORTH DAKOTA PUBLIC SERVICE COMMISSION
(As of January 26, 2000)

ILEC (ETC) - Incumbent Local Exchange Carrier	 R - Reseller
CLEC - Competitive Local Exchange Carrier 	 STS - Shared Tenant Service
F - Facilities Based
	

ETC – Eligible Telecommunications Carrier

Name ofECO:mpany Type, of 5eRice Date- Registeredk

Absaraka Co-operative Telephone Company, Inc.
Absaraka, ND 701/896-3404

ILEC (F)
(ETC) 12-17-97

Accent Communications, Inc. Groton SD
605-397-2315

ILEC (F) 9-10-97
(ETC) 12-17-97

BEK Communications Cooperative
Steele, ND 701/475-2361

ILEC (F)
(ETC) 12-17-97

BEK Communications I, Inc.
Steele, ND 701/4752361

ILEC (F)
(ETC) 12-17-97

Consolidated Telcom, Inc.
Dickinson ND 701/225-6061

ILEC (F) 2-10-99
(ETC) 12-17-97

Consolidated Telephone Cooperative
Dickinson, ND 701/225-6061

ILEC (F)
(ETC) 12-17-97

Dakota Central Communications Cooperative
Carrington, ND 701/652-3184

ILEC (F)
(ETC) 12-17-97

Dakota Central Telecom I, Inc.
Carrington, ND 701/652-3184

ILEC (ETC) 12-17-97

Dickey Rural Telephone Cooperative
Ellendale ND 701/349-3687

ILEC (F)
(ETC) 12-17-97

Dickey Rural Communications, Inc.
Ellendale ND 701/349-3687

ILEC (F)
(ETC) 12-17-97

GTE Service Corporation St Paul MN 651-224-3546 ILEC (F)

Griggs County Telephone Co
Cooperstown, ND 701/797-3301

ILEC (F)
(ETC) 12-17-97



!Name of,Coffipany Type 13,1.5QiNice Date' egistered

Halstad Telephone Company
Halstad, MN 218/456-2125

ILEC (F)
(ETC) 12 - 17-97

Inter-Community Telephone Company
Nome ND 701/924-8815

ILEC (F)
(ETC) 12 - 17 -97

Inter-Community Telephone Company II
Nome ND 701/924-8815

ILEC (F)
(ETC) 12 - 17 -97

Loretel Systems, Inc.
Ada MN 218/784-7171

ILEC (F)
(ETC) 12 - 17 -97

Mid-Rivers Telephone Cooperative, Inc.
Circle MT 406/485-3301

ILEC (F)
(ETC) 12-17-97

Midstate Communications Incorporated
Stanley ND 701/628-2522

ILEC (F)
(ETC) 12-17-97

Midstate Telephone Company
Stanley, ND 701/628-2522

ILEC (F)
(ETC) 12-17-97

Moore and Liberty Telephone Company
Enderlin ND 701/437-3300

ILEC (F)
(ETC) 12-17-97

Nemont Telephone Cooperative, Inc.
Scobey MT 406/783-5654

ILEC
-

(F)
(ETC) 12-17-97

Noonan Farmers Telephone Company
Noonan ND 701/925-5713

ILEC (F)
(ETC) 12-17-97

North Dakota Telephone Company
Devils Lake ND 701/662-1700

ILEC (F)
(ETC) 12-17-97

Northwest Communications Cooperative, a
Cooperative Association
Ray ND 701/568-3331

ILEC (F)
(ETC) 12-17-97

Polar Communications Mutual Aid Corporation
Park River ND 701/284-7221

ILEC (F)
(ETC) 12-17-97

Polar Telecommunications, Inc.
Park River ND 701/284-7221

ILEC (F)
(ETC) 12-17-97

RC Communications, Inc. New Effington SD
605-637-5212; 888-668-0877

ILEC (F)
(ETC) 12-17-97



'Name of Company Type of Service 'Date Re&tête

Red River Rural Telephone Association
Abercrombie, ND 701/553-8309

ILEC (F)
(ETC) 12 - 17-97

Red River Telecom, Inc.
Abercrombie, ND 701/553-8309

ILEC (F)
(ETC) 12 - 17 -97

Reservation Telephone Cooperative
Parshall, ND 701/862-3115

ILEC (F)
(ETC) 12 - 17 -97

Roberts County Telephone Cooperative Association of
New Effington, South Dakota
New Effington, SD 605/637-5211

ILEC (F)
(ETC) 12 - 17-97

SRT Communications, Inc.
Minot ND 701/858-5231

ILEC (F)
(ETC) 12 - 17-97

Souris River Telecommunications Cooperative
Minot ND 701/852-1151

ILEC (F)
(ETC) 12 - 17 -97

Stateline Telecommunications, Inc.
Bison SD 57620

ILEC (F)
(ETC) 12 - 17 -97

Turtle Mountain Communications, Inc.
Langdon, ND 701/256-5156

ILEC (F)
(ETC) 12 - 17 -97

U S WEST Communications, Inc.
Bismarck, ND 701/222-6952

ILEC (F)
(ETC) 12 - 17 -97

United Telephone Mutual Aid Corporation
Langdon, ND 701/256-5156

ILEC (F)
(ETC) 12-17-97

Venture Communications, Inc. Highmore SD
605-852-2224; 1-800-824-7282

ILEC (ETC)
CLEC (F)

(F) 2-17-99
(ETC) 12-17-97

West River Communications, Inc
Hazen ND 701/748-2211

ILEC (F)
(ETC) 12-17-97

West River Telecommunications Cooperative
Hazen ND 701/748-2211

ILEC (F)
(ETC) 12-17-97

Wolverton Telephone Company
Wolverton, MN 218/995-2900

ILEC (F)
_ (ETC) 12-17-97



, Type orSérvice Date RdbibtétedName of Company '

AT&T Communications of the Midwest, Inc.
Minneapolis MN
612/376-6766, FAX 612-376-6769

CLEC (R) 3-20-96
(F) 9-25-96

Altru Health System Grand Forks ND 701-780-5000 CLEC (R) 7-28-99

AmeriTel Pay Phones, Inc.
Lee's Summit MO
816/525-4151 800-779-2112

CLEC (R) 2-8-95

ATLAS COMMUNICATIONS, LTD.
Blue Bell PA 610-940-9040

CLEC (R) 4-2-97

AUTOMATED INFORMATION MANAGEMENT
SYSTEMS, INC. Corporate Name: NORTHWEST
COMMUNICATIONS, INC.
Wilsonville OR 503-570-8140

CLEC (R) 9-25-96

Bethany Management Services,
Inc. d/b/a Bethany Communication Services
Fargo, ND 701/239-3000

CLEC (STS) 3-17-89

C12, Inc. Atlanta GA 770-425-2267; 888-657-3278 CLEC (R) 10-20-99

Choctaw Communications, Inc. Houston TX
713-779-0692

CLEC (R) 9-8-99

Concert Communications Sales LLC Reston VA
703-707-4000

CLEC	 . (R) 5-12-99

Connect!LD, Inc. Little Rock AR
501-401-7700; 877-200-5022

CLEC (R) 12-1-99

Consolidated Communications Networks, Inc.
Dickinson ND 701/225-6061

CLEC (R) 2-19-97
(F) 5-28-97/1-26-00

Consolidated Telephone Cooperative
Dickinson, ND 701/225-6061

CLEC (F) 12-31-96

DSLnet Communications, LLC New Haven CT
203-772-1000

CLEC (R) 7-28-99

EASTON TELECOM SERVICES, INC.
Richfield OH 330-659-6700: 800-222-8122

CLEC (R) 8-6-98



,Istame Of Company 010 Service, Date Registered

Eclipse Communications Corporation
Issaquah WA 425-313-5200

CLEC (F) 10-22-97

Excel Telecommunications, Inc.
Dallas, TX
214/863-8700, 800-875-9235, FAX 214-863-8721

CLEC (R) 6-26-96

FIRSTEL, INC.
Sioux Falls SD 605-332-3232; FAX 605-332-8004

CLEC (R) 6-11-96

Framco, Inc. Fargo ND 701-581-0254 CLEC (R) 5-5-98

GE CAPITAL COMMUNICATION SERVICES
CORPORATION Atlanta GA 770-644-7774

CLEC (R) 7-16-97

GROUP LONG DISTANCE, INC.Ft Lauderdale FL
954-771-9696

CLEC (R) 9-25-97

HJN Telecom, Inc. Duluth GA
770-291-2121; 800-345-2214

CLEC (R) 11-18-98

ICG Telecom Group, Inc. Englewood CO
303-414-5000

CLEC (R) 8-19-98

IdeaOne Telecom Group LLC Kindred ND CLEC (F) 1-27-99

InfoTelCom, LLC Corporate Name InfoTel
Communications, LLC
Baxter MN 218/825-7880

CLEC (R) 3-19-97
(F) 2-24-98

Integra Telecom of Minnesota, Inc. Baxter MN
612-447-2000: 800-820-7880

CLEC (R) 12-1-99
(F) 1-26-00

JATO Operating Two Corp. Denver CO CLEC (F) 11-17-99

LCI International Telecom Corp.
McLean VA 703-610-4836; 800-860-2255

CLEC (R) 6-25-97

LDM SYSTEMS INC. New City NY 800-547-0090 CLEC- (R) 10-22-97

Level 3 Communications, LLC Louisville CO
303-926-3000; 402-342-2052

CLEC (R) 4-14-99

MCI Worldcom Communications, Inc. Clinton MS
800-444-3333; 601-460-8600

CLEC (R) 9-22-99



Na'me of Conipany _ i Type. of Servicp Date  Registered

MVX.Com Communications, Inc. Novato, CA
415-893-7180

CLEC (R) 10-20-99

MVX Communications, LLC Novato CA
415-893-7180

CLEC (R) 11-18-98

MClmetro Access Transmission Services, LLC
Vienna VA 703/918-6000

CLEC (R) 8-6-98

McLeodUSA Telecommunications Services, Inc.
Cedar Rapids IA
319/364-0000; FAX 319/298-7901

CLEC (R) 2-12-97

Midcontinent Communications Corporate Name:
Midco Communications, Inc. Sioux Falls SD
605-334-1200

CLEC (R) 6-17-98
(F) 8-11-99

Mid-Rivers Telephone Cooperative, Inc. Circle MT
406-485-3301

CLEC (R) 1-27-99
(F) 4-14-99

Minnesota Independent Equal Access Corporation
Plymouth MN 612/542-4100

CLEC (F) 3-24-92

Nentel, Inc. Corporate Name: Northwest
Communications, Inc.
Wilsonville OR 503/570-8140, FAX 503-570-8119

CLEC (R) 1-29-97

NET-tel Corporation Washington D C 202-295-6600 CLEC (R) 5-26-99

Nextel West Corp. Reston VA 703-394-3000 CLEC (R) 8-27-97

PAMCOMM Sioux Falls SD 605-336-1788 CLEC (R) 8-13-97

Polar Telcom, Inc. Park River ND
701-284-7221; FAX 701-284-7277

CLEC (R) 3-25-98
(ETC)

PREFERRED CARRIER SERVICES, INC.
Irving TX 214/753-1378, FAX 214/756-6015

CLEC (R) 4-30-96

Quintelco, Inc. Pearl River NY 914-620-1212 CLEC (R) 7-16-97

Security Telecom Corporation Grand Prairie TX
972-606-1168

CLEC (R) 2-24-93

Skyland Technologies, Inc. Helena MT
406-443-1940

CLEC (F) 5-5-98
(R) 5-20-98



Nati-leOf Company Type of Service ejRediaered4

Souris River Telecommunications Cooperative
Minot ND 701/852-1151

CLEC (F)

Sprint Communications Company L. P. d/b/a US
Sprint Communications Limited Partnership
Kansas City MO 913/624-4222

CLEC (R, F) 7-21-92

Sterling International Funding, Inc. 	 Portland OR
503-244-9059

CLEC (R) 11-19-97

T-Netix, Inc. Englewood CO 303-790-9111 CLEC (R) 6-25-97

Talk.com Holding Corp. New Hope PA
215-862-1803

CLEC (R) 9-8-99

TARGET TELECOM INCORPORATED
Wayne NJ 201/256-1600

CLEC (R) 4-26-95

Telco Holdings, Inc. Chantilly VA
703-633-2634: 703-802-5373

CLEC (R) 8-6-98

U.S. Link, Inc. Pequot Lakes MN 218-568-4000 CLEC (F) 2-24-98
(R) 4-8-98

U S WEST Interprise America, Inc.
Denver CO 303/293-6326

CLEC (R) 3-5-97

Universal Access, Inc. Chicago IL 312-660-5000 CLEC (R) 1-12-00

University of North Dakota
Grand Forks, ND 701/777-3756

CLEC (STS)

VAL-ED Joint Venture, L.L.P. d/b/a 702
Communications Perham MN
218-346-8555

CLEC (F) 8-11-99 &
1-26-00

Valley Communications, Inc. Nome ND
701-924-8815

CLEC (R) 11-18-98

VoCall Communications Corp Mountainside NJ
908-301-0090

CLEC (R) 12-31-97

Voice Telephone Company Westlake Village CA
805/449-2080, FAX 805/449-2081

CLEC (R) 9-11-96

WorldCom Technologies, Inc. Jackson MS
601-360-8600

CLEC (R) 8-27-97



!Name of CcirripAl
	 ype of Service	 Qate,Registered

Z-Tel Communications, Inc. Tampa FL 813-273-6261 	 CLEC
	

(R) 4-14-99
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Map of Nationwide Fiber-Optic Network
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VERIFICATION

I, Michael J. Meldahl, hereby declare under penalty of perjury, that I am the President and
Chief Operating Officer of Touch America, Inc., the Applicant in this proceeding; that I have read
the foregoing Application and exhibits; that I have knowledge of the . facts set forth therein; and that
the facts stated therein are true and correct to the best of my knowledge, information and belief.

Michael J. Meld
President

4 , se%
Signed this  Lt 	 day of  fhlin 	 2000.

Sworn and subscribed to me on this 02L1 'day of  ThCfA e/b 	 2000.

Signature of Notary	 Seal:

My commission expires: le (/�),W.MD
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