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MEMORANDUM

October 21, 2019 

To: PSE Board of Directors 

cc: Ron Roberts

Subject: Proposed Transactions with NorthWestern Energy for (i) the Sale of Puget Sound 
Energy’s Interests in Unit 4 of the Colstrip Steam Generating Station, (ii) the Sale 
of Certain of PSE’s Interests in the Colstrip Transmission System; and (iii) a 
Power Purchase Agreement with NorthWestern Energy for 90 MW of Output of 
Colstrip Unit 4 

A. Introduction

The purpose of this Memorandum is to describe:

• A series of proposed transactions with NorthWestern Energy,
including

• the sale of the interests of Puget Sound Energy (“PSE”) in
Colstrip Unit 4 to NorthWestern Energy;

• the sale of certain interests of PSE in the Colstrip
Transmission System to NorthWestern Energy; and

• a power purchase agreement with NorthWestern Energy for
90 MW of Output of Colstrip Unit 4, commencing June 1,
2020, and expiring on May 15, 2025 (the “NorthWestern
Energy PPA”).

• The need for such proposed transactions.

• The principal commercial terms and conditions of the proposed
transactions.

• The analyses supporting the selection by PSE of the proposed
transactions.

• Key risk factors related to the proposed transactions.
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• The benefits of the proposed transactions.

• Recommendation to PSE’s Board of Directors for approval to enter
into the proposed transactions.

The proposed transactions would be a valuable step in preparing PSE for the period 

beginning January 1, 2026, in which PSE will no longer be able to serve retail customer loads 

with power from coal-fired generation. The principal benefits of the proposed transaction are as 

follows:

(i) the proposed transactions allow PSE to dispose of its interests in
Colstrip Unit 4 while simultaneously benefitting customers from
lower power prices;

(ii) PSE projects that the proposed transactions provide benefits to
retail customers for the period 2020 through 2025 with a projected
net present value of

$58 million, if PSE does not hedge market prices associated 
with either (a) the net reduction of 95 MW of capacity 
resulting from the proposed transactions or (b) the 90 MW 
of output from Colstrip Unit 4 that PSE will purchase under 
the NorthWestern Energy PPA; or

$37 million, if PSE (a) hedges market prices associated 
with the net reduction of 95 MW of capacity resulting from 
the proposed transactions or (b) but does not hedge market 
prices associated with the 90 MW of output from Colstrip 
Unit 4 that PSE will purchase under the NorthWestern 
Energy PPA. 

(iii) The loss of capacity resulting from the sale of Colstrip Unit 4 will
be partially mitigated by the NorthWestern Energy PPA, which
will allow PSE to purchase 90 MW of output of Colstrip Unit 4
during the period beginning June 1, 2020, and expiring on May 15,
2025;

(iv) PSE caps its liabilities associated with compliance costs associated
with Colstrip Unit 4 as of the date of closing of the Colstrip Unit 4
Purchase and Sale Agreement; and
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(v) PSE will accelerate its path to compliance with the Washington
Clean Energy Transformation Act (subject to final resolution of
Colstrip Unit 3) and significantly reduce PSE’s greenhouse gas
emissions with an annual average reduction of 350,000 metric tons
of carbon dioxide.

Based on the declining economics of Colstrip Units 3 & 4, the enactment of the 

Washington Clean Energy Transformation Act that prohibits PSE from serving its customers 

with coal-fired generation on and after January 1, 2026, the identification and analysis of 

alternatives considered by PSE, and the described benefits of the proposed transactions, PSE 

management recommends that the Board of Directors adopt the Resolutions (Section I) 

approving (i) the sale of PSE’s interests in Colstrip Unit 4 to NorthWestern Energy, (ii) the sale 

of certain PSE’s interests in the Colstrip Transmission System, and (iii) the execution of the 

NorthWestern Energy PPA for 90 MW of output of Colstrip Unit 4 with a term commencing on 

June 1, 2020, and expiring on May 15, 2025. 

B. Need for the Proposed Transaction

The Colstrip Generating Station faces a changing landscape of evolving energy markets,

new environmental regulation, potential carbon pricing, aging infrastructure, periodic litigation, 

and potential valuation differences among the six owners. As these factors influence operations 

of the Colstrip Generating Station, PSE continually evaluates its ownership interests in these 

assets, as it does all the assets within PSE’s portfolio. 

1.
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3.

a.
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b.
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(i)
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(ii)

(iii)

(iv)

4.
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(iv)

(v)

(vi)

;

(i)
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(ii)

(iii)

(iv)

(v)

(vi)
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. 

C. PSE’s Evaluations of Its Continued Ownership Interests in Colstrip Units 3 & 4

As previously discussed, PSE continually evaluates its ownership interests in its Colstrip

Generating Station assets. In 2018, PSE considered the potential of closing Colstrip Units 3 & 4 

but ultimately determined that such an action would be extremely difficult, if not impossible, due 

to the provisions of the Ownership and Operation Agreement that requires unanimity among the 

owners to effectuate a closure. PSE was first approached by 

 during the first have of 2019 regarding a potential sale of PSE’s interests in Colstrip 

Units 3 & 4. Ultimately, the transaction proposed by 

which was conditioned, in part, on the 

, failed because 
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. Subsequent to the failure of the condition precedent to the transaction 

proposed by , NorthWestern Energy approached PSE 

in July 2019 regarding a potential sale of PSE’s interests in Colstrip Unit 4. As discussed below, 

discussions between PSE and NorthWestern Energy initiated in July 2019 have resulted in the 

proposed transaction for which PSE now seeks approval. 

1. Deal Proposed by Talen Montana and NorthWestern Energy in the
First Half of 2019

The principal commercial terms of the deal proposed by 

 in the first half of 2019 were as follows: 

Table 4. Summary of the Principal Commercial Terms of the Deal Proposed 
by  in the First Half of 2019 

General:

Purchase Price: 

Purchased Assets:
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Retained Assets: 

Assumed
Liabilities: 
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Excluded
Liabilities: 

Environmental
Costs:

Conditions
Precedent:
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(See Attachment 14 for the presentation to the PSE Board of Directors of the initial outline of 

the proposal of  see also Attachment 15 for a term 

sheet regarding the proposed  previously provided to 

the Board of Directors on May 9, 2019.) 

As previously mentioned, 

. (See Attachment 16 for Tom Lutey, “‘Save Colstrip’ Plan Falls Through on Last Day 

of Montana Legislature,” Billings Gazette, dated April 25, 2019, regarding the failure of the 
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Montana legislation to pass the legislation.) 

The preliminary analyses conducted by PSE indicated that the proposal failed to provide 

any benefits to PSE customers. At the time of the analysis in May of 2019, PSE projected that 

continued operations of Colstrip Units 3 & 4 on a “business as usual” basis would cost PSE 

customers a net present value of $641 million through the end of calendar year 2025. In 

comparison, PSE projected that the proposal of  would 

cost PSE customers a net present value of $826 million over the same period. Therefore, the 

proposal of  in the first half of 2019 would have cost 

PSE customers a net present value of $185 million when compared to PSE continuing ownership 

of Colstrip Units 3 & 4 through the end of calendar year 2025. (See Attachment 17 for PSE’s 

initial comparison of the proposal of  to a “business as 

usual” scenario in which PSE continues to own and operate its existing shares of Colstrip 

Units 3 & 4 through the end of calendar year 2025.) 

2. Deal Proposed by NorthWestern Energy in July 2019

In July 2019, NorthWestern Energy approach PSE regarding a potential sale of PSE’s 

interests in Colstrip Unit 4. The principal commercial terms of the deal proposed by 

NorthWestern Energy in July of 2019 were as follows: 

Table 5. Summary of the Principal Commercial Terms of 
the Deal Proposed by NorthWestern Energy in July of 2019 

General: NorthWestern Energy would acquire all of PSE’s 
ownership interests and rights in Colstrip Unit 4 in such 
a manner that, following closing of the proposed 
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transaction, NorthWestern Energy would own fifty-five 
percent (55%) of Colstrip Unit 4. 

Purchase Price: One dollar ($1.00) 

Purchased Assets: The purchased assets would include all rights, title and 
interest of PSE in Colstrip Unit 4, including PSE’s pro 
rata interest (with respect to its interest in Colstrip 
Unit 4) in the Common Facilities (as defined in the 
Common Facilities Agreement), real property (both 
generating and non-generating), real property leases, 
inventory (including fuel), contracts for goods or 
services, security deposits (including PSE’s share of 
any working capital deposit held by Talen Montana), 
prepaid expenses, fuel contracts with coal suppliers, 
and emission allowances. 

Retained Assets: PSE would retain all of its rights, title and interest in 
the following: 

Colstrip Units 1, 2, and 3, including PSE’s pro 
rata interest (with respect to its interest in 
Colstrip Units 1, 2, and 3) in the Common 
Facilities, real property (both generating and 
non-generating), real property leases, inventory 
(including fuel), contracts for goods or services, 
security deposits (including PSE’s share of any 
working capital deposit held by Talen 
Montana), prepaid expenses, fuel contracts with 
coal suppliers, and emission allowances; and 

Other retained assets that may be identified in 
the course of negotiating the definitive 
agreement.  

Assumed
Liabilities: 

NorthWestern Energy would assume certain specified 
liabilities of PSE associated with the purchased assets 
upon closing of the proposed transaction. The assumed 
liabilities will include only specified liabilities in 
respect of the purchased assets, including liabilities and 
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claims with respect to the purchased assets arising after 
closing of the proposed transaction.

Excluded
Liabilities: 

PSE would retain and have exclusive responsibility for 
(i) all liabilities and obligations not related to the
purchased assets and (ii) all liabilities and obligations
relating to the purchased assets other than the assumed
liabilities.

Environmental
Costs:

PSE would bear its pro rata share of remediation costs, 
decommissioning costs and miscellaneous shutdown 
costs. 

Conditions
Precedent:

The closing of the proposed transaction would be 
subject to the following conditions precedent: 

Receipt of all necessary consents and approvals 
for the transaction by governmental bodies, 
including approval of FERC under section 203 
of the Federal Power Act, approval of the 
Montana Public Service Commission and the 
WUTC, and expiration or early termination of 
the waiting period under the Hart-Scott-Rodino 
Act, to the extent each such approval is 
required.

Either no other owner of Colstrip Units 3 & 4 
exercise its right of first refusal to acquire any 
of the interests being transferred to 
NorthWestern Energy by PSE under the 
Ownership and Operations Agreement or the 
parties’ receipt of the written consent of the 
other owners of Colstrip Unit 4 to the transfer 
of PSE’s interests to NorthWestern Energy 
pursuant to the Ownership and Operations 
Agreement. 

Closing of NorthWestern Energy’s acquisition 
of certain of PSE’s interests in the Colstrip 
Transmission System. 
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Effectiveness of the NorthWestern Energy PPA. 

NorthWestern
Energy PPA: 

PSE would enter into a power purchase agreement with 
NorthWestern Energy for up to 90 MW of output from 
Colstrip Unit 4 with a term commencing on hour 
ending 0100 on June 1, 2020, through hour 
ending 2400 on May 15, 2025. The pricing under the 
NorthWestern Energy PPA would be the higher of 

(i) the Mid C Day-Ahead Index Price for on-peak
and off-peak periods, as applicable, as
published by the Intercontinental Exchange for
the applicable day of delivery; and

(ii) the marginal operating cost of Colstrip Unit 4.

Colstrip
Transmission
System Interests: 

PSE would sell a pro rata share of its interests in the 
Broadview-to-Townsend segment of the Colstrip 
Transmission System to Northwestern Energy at book 
value.

If PSE were to sell all of its interests in Colstrip Unit 4 to NorthWestern Energy, this 

would result in a reduction of 185 MW in generating capacity for PSE. The NorthWestern 

Energy PPA would replace 90 MW of the capacity reduction through May 15, 2025, leaving PSE 

with a net reduction of 95 MW of capacity through May 15, 2025. For purposes of analysis, PSE 

assumed that it would replace all of the lost capacity during the term of the NorthWestern Energy 

PPA with power purchased at the Mid C Day-Ahead Index Price for on-peak and off-peak 

periods, as applicable, as published by the Intercontinental Exchange for the applicable day of 

delivery. This is the most likely pricing of the NorthWestern Energy PPA and the market price 

that PSE would likely pay unless PSE were to acquire a new resource to fill the net reduction of 

95 MW of capacity through May 15, 2025. 
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Using the assumptions outlined in the previous paragraph, PSE initially projected that the 

transaction proposed by NorthWestern Energy would provide benefits to customers under the 

most conservative of scenarios. In the initial quantitative analysis conducted, PSE projected that 

its customers would benefit from a reduction in power costs with a present value of $10/MWh. 

(See Attachment 18 for PSE’s initial quantitative analysis of the deal proposed by 

NorthWestern Energy (assuming no hedging).) If, however, PSE were to hedge the net reduction 

of 95 MW in capacity that PSE would purchase from the market, then PSE’s customers would 

benefit from a reduction in power costs with a present value of $4/MWh. (See Attachment 19

for PSE’s initial quantitative analysis of the deal proposed by NorthWestern Energy (assuming 

hedging of the net reduction of 95 MW of capacity).) 

Based on the favorable projections of PSE regarding the commercial terms of the deal 

proposed by NorthWestern Energy, PSE entered into a non-binding letter of intent with 

NorthWestern Energy on August 14, 2019. (See Attachment 20 for the non-binding letter of 

intent between PSE and NorthWestern Energy.) PSE provided details of the proposed transaction 

with NorthWestern Energy to the Board of Directors on August 19, 2019. (See Attachment 21

for the materials provided to the Board of Directors regarding the proposed deal with 

NorthWestern Energy.) 

On August 26, 2019, PSE received the following indicative pricing and terms from 

Westmoreland Mining for coal supply for Colstrip Units 3 & 4, beginning January 1, 2020: 

Table 6. Summary of the Indicative Prices and Terms from Westmoreland 
Mining for Coal Supply for Colstrip Units 3 & 4, beginning January 1, 2020 

Term: January 1, 2020 - December 31, 2025
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PSE Minimum 
Annual Volume: 

Price:

(See Attachment 22 for a summary of the indicative pricing and terms of new coal supply 

agreement with Westmoreland Mining, dated August 26, 2019.) 

PSE subsequently refined its quantitative analysis and determined that the proposed 

transaction would provide a benefit to PSE customers over the period 2020 through 2025 with a 

net present value of (i) $94 million if PSE were to not hedge any of the reduction of 185 MW in 

capacity and (ii) $61 million if PSE were to hedge the net reduction of 95 MW in capacity: 
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Table 7. Quantitative Analysis of the Benefits of the Principal Commercial 
Terms of the Deal Proposed by NorthWestern Energy in July of 2019 

(A) (B) (C)
Scenario 1 Scenario 2 

Line $ in millions No hedging Hedge 95MW 
1 Operational cost
2 Colstrip unit 4 continuing operations $209 M $209 M 
3 90MW 5-year PPA + 95MW replacement $115 M $148 M 
4 PPA Savings NPV $94 M $61 M 
5
6 Operational cost ($/MWh) 
7 Colstrip unit 4 continuing operations $45.4/MWh $45.4/MWh 
8 90MW 5-year PPA + 95MW replacement $24.9/MWh $31.7/MWh 
9 Savings $/MWh $20.6/MWh $13.7/MWh 

(See Attachment 23 for the results of the refined quantitative analysis of the deal proposed by 

NorthWestern Energy performed by PSE in late August of 2019.) The results of this refined 

quantitative analysis were presented to the Board of Directors on September 4, 2019. (See 

Attachment 24 for presentation to the Board of Directors, dated September 4, 2019, regarding 

the deal proposed by NorthWestern Energy.) 

At the time that it conducted the quantitative analysis presented in Table 7 above and 

provided to the Board of Directors on September 4, 2019, PSE had not had the opportunity to 

incorporate the indicative prices and terms of the new coal supply agreement in such analysis. 

PSE subsequently revised its quantitative analysis using the prices and terms of the new coal 

supply agreement. This revised quantitative analysis continued to project significant benefits to 

customers, although the projected benefit has decreased substantially: 
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Table 8. Quantitative Analysis of the Benefits of the Principal Commercial 
Terms of the Deal Proposed by NorthWestern Energy in July of 2019 

Revised to Reflect Indicative Prices and Terms for Coal Supply 

(A) (B) (C)
Scenario 1 Scenario 2 

Line $ in millions No hedging Hedge 95MW 
1 Operational cost
2 Colstrip Unit 4 continuing operations $168 M $168 M 
3 90MW 5-year PPA + 95MW replacement $110 M $131 M 
4 PPA Savings NPV $58 M $37 M 
5
6 Operational cost ($/MWh) 
7 Colstrip Unit 4 continuing operations $43.1/MWh $43.1/MWh 
8 90MW 5-year PPA + 95MW replacement $28.2/MWh $33.4/MWh 
9 Savings $/MWh $14.9/MWh $9.7/MWh 

(See Attachment 25 for the results of the refined quantitative analysis of the deal proposed by 

NorthWestern Energy that reflect the indicative pricing and terms of a new coal supply 

agreement conducted by PSE on September 11, 2019.) 

The reduction in customer benefits reflected in Table 8 above reflect the substantial 

difference in pricing structure proposed by Westmoreland Mining. In its initial quantitative 

analysis, PSE projected a much higher cost per ton (approximately $44.00 per ton) than the cost 

per ton reflected in the indicative pricing ($27.00 per ton). PSE had used the $44.00 per ton in its 

initial analysis because that price reflected the most recent information to PSE available at that 

time based on a Westmorland Rosebud Mining proposal provided earlier in the year. The change 

in pricing structure results in a lower dispatch cost for Colstrip Unit 4 (i.e., a reduction in 

capacity factor from seventy percent (70%) to fifty-nine percent (59%) because the all-in costs 

are embedded in the variable costs: 
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Table 9. Comparison of Coal Supply Costs Used in Board Presentation Dated 
September 4, 2019, With the Quantitative Analysis Dated September 11, 

2019 of the Indicative Coal Prices Proposed by Westmoreland Mining 

(A) (B) (C) (D)
Average over the term of the contract 

Line $ in millions Sep 11 Sep 4 Difference
1 PSE's share of Unit 4 capacity 185 MW 185 MW –
2 Output (MWh) 950,819 1,128,966 (178,147)
3 Coal Tons 595,058 706,549 (111,491)
4 Net capacity factor 59% 70% -11%
5
6 Colstrip operational cost 
7 Fixed operating expenses $14 M $13 M $1 M 
8 Capital $4 M $3 M $1 M 
9 Coal fixed $0 M $15 M ($15) M
10 Dispatch cost $20 M $18 M $2 M 
11 Operational expense $38 M $48 M ($10) M
12 PSE Expense 
13 Property Tax $3 M $3 M $0 M 
14 Total PSE Expense $3 M $3 M $0 M 
15
16 Total cost (5-year average) $41 M $51 M ($10) M
17
18 Dispatch cost (line 10 / 2) $21/MWh $16/MWh $5/MWh 
19 Total cost $/MWh (line 16 / 2) $43/MWh $45/MWh ($2)/MWh
20 Coal cost per Ton $27/Ton $44/Ton ($17)/Ton

(See Attachment 25.) If the dispatch rate for Colstrip Units 3 & 4 does, in fact, decrease due to 

the coal supply pricing structure, then PSE would be relying more on market purchases or 

purchases from alternative resources and less on Colstrip Units 3 & 4 to meet customer loads. 

Therefore, the customer benefits of the sale of PSE’s interests in Colstrip Unit 4 have reduced 

accordingly. 
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D. Regulatory and Legal Issues Associated with the Proposed Transactions

1. Need for WUTC Approval of the Proposed Transfer of Property
Necessary or Useful in the Performance of PSE’s Duties to the Public

Revised Code of Washington (RCW) 80.12.020(1) requires a public service company to 

obtain approval of the WUTC for the sale of facilities, which are necessary or useful in the 

performance of its duties to the public: 

No public service company shall sell … the whole or any part of its … 
properties or facilities whatsoever, which are necessary or useful in the 
performance of its duties to the public … without having secured from the 
[WUTC] an order authorizing it to do so. 

RCW 80.12.020(1). Washington Administrative Code (WAC) 480-143-180 defines property that 

is necessary or useful in the performance of a public service company’s duties to the public as 

follows:

Necessary or useful includes all property except items that: 

(1) Are substituted with or replaced by items of equal or greater value
or usefulness;

(2) Are surplus and unneeded assets for which full value is received;

(3) Are obsolete; or

(4) Are excluded from the public service company's rate base by
[WUTC] order, or otherwise.

WAC 480-143-180. PSE’s interests in Colstrip Unit 4 do not meet any of the exceptions 

provided in WAC 480-143-180. Therefore, PSE’s interests in Colstrip Unit 4 are necessary or 

useful in the performance of PSE’s duties to the public, and PSE must obtain WUTC approval of 

the sale of PSE’s interests in Colstrip Unit 4. 
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The rules in Chapter 480-143 Washington Administrative Code (WAC) apply to any 

public service company that seeks WUTC approval of a proposed sale of properties or facilities 

pursuant to RCW 80.12.020(1). WAC 480-143-120 provides that “[a] public service company 

may not complete a transfer of property necessary or useful to perform its public duties unless 

the company first applies for, and obtains, [WUTC] approval.” The WUTC must deny any 

application pursuant to RCW 80.12.020(1) if the WUTC finds that the proposed transaction is 

not consistent with the public interest, 

If, upon the examination of any application and accompanying exhibits, or 
upon a hearing concerning the same, the [WUTC] finds the proposed 
transaction is not consistent with the public interest, it shall deny the 
application.

WAC 480-143-170. 

Chapter 480-143 WAC contains sparse procedural requirements for a public service 

company to obtain WUTC approval for the transfer of property necessary or useful of a public 

service company to perform its public duties. WAC 480-143-110 requires the public service 

company to file an application for approval with the WUTC “by mail or in person or as the 

[WUTC] otherwise may provide.” WAC 480-143-160 requires the WUTC to “examine all 

applications for transfers and accompanying exhibits” and provides that the WUTC “may set an 

application for hearing and require all parties to the transaction to appear and give testimony.” 

PSE anticipates filing with the WUTC a petition for approval of the proposed transaction 

with NorthWestern Energy, including supporting testimony and exhibits. The petition will seek 

approval of: 

(i) the sale of PSE’s interests in Colstrip Unit 4 to NorthWestern
Energy;
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(ii) the sale of certain of PSE’s interests in the Colstrip Transmission
System to NorthWestern Energy; and

(iii) the NorthWestern Energy PPA for 90 MW of capacity from
Colstrip Unit 4 with a term beginning on June 1, 2020, and
expiring on May 15, 2021.

As previously mentioned, the WUTC regulations governing the transfer of property necessary or 

useful of a public service company to perform its public duties does not contained detail 

procedural requirements. Accordingly, PSE anticipates requesting that the WUTC expedite the 

hearing of the petition. Below is a projected schedule of an expedited proceeding: 

Table 10. Anticipated Requested WUTC Procedural Schedule of PSE 

Filing of PSE’s Application and Prefiled Direct 
Testimony and Supporting Exhibits:

December 11, 2019 

Staff, Public Counsel, and Intervenor Response 
Testimony:

January 24, 2020 

PSE Rebuttal Testimony: February 14, 2020 

Evidentiary Hearing: Week of March 2, 2020 

Simultaneous Briefs: March 20, 2020 

Requested Date of Order: May 8, 2020 

PSE believes that the requested schedule identified in Table 10 above is reasonable and allows 

sufficient time for the WUTC to conduct the necessary processes while allowing PSE and 

NorthWestern Energy sufficient time to close the transactions so that PSE may begin taking 

deliveries under the NorthWestern Energy PPA beginning June 1, 2020. Nonetheless, PSE 

recognizes that the procedural schedule approved by the WUTC may be affected by other 
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factors, including other pending matters and rulemakings before the WUTC and the schedules of 

the WUTC commissioners. 

2. Request for Modification in Depreciation Schedules for Colstrip
Unit 4 to Reflect the Sale of PSE’s Interests in the Unit

As previously discussed, the Washington Clean Energy Transformation Act requires the 

WUTC to accelerate depreciation for any coal-fired resource or qualified transmission line 

owned by an investor-owned utility to no later than December 31, 2025. In its pending general 

rate case in WUTC Dockets UE-190529 and UG-190530, PSE proposed to shorten the 

depreciable lives of Colstrip Units 3 & 4 to December 31, 2025, to comply with the statute. 

Specifically, the depreciation schedule for these units is discussed in more detail in the Prefiled 

Direct Testimony of John J. Spanos, Exh. JJS-1T, in those dockets with respect to the limited 

depreciation study addressing Colstrip Units 3 & 4, and the Prefiled Direct Testimony of 

Susan E. Free, Exh. SEF-1T, with respect to the adjustment to the revenue requirement 

associated with this change. 

PSE will request that the depreciation schedule for Colstrip Unit 4 established by the 

WUTC in Dockets UE-190529 and UG-190530 not change as a result of the proposed sale of 

PSE’s interests in Colstrip Unit 4. PSE will propose to (i) reduce its operating assets by the 

undepreciated book value of its interests in Colstrip Unit 4; (ii) create a regulatory asset in an 

amount equal to the undepreciated book value of its interests in Colstrip Unit 4; and (iii) allow 

PSE to continue to recover amortization on the newly created regulatory asset reflecting the 

undepreciated book value of its interests in Colstrip Unit 4 in accordance with the depreciation 

schedule for Colstrip Unit 4 established by the WUTC in Dockets UE-190529 and UG-190530 in 

conformity with the Washington Clean Energy Transformation Act. These proposals should 
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allow PSE to recover any potential stranded costs associated with Colstrip Unit 4 while 

maintaining the significant customer benefits created by the proposed transactions. 

3. Compliance with Greenhouse Gas Requirements

RCW 70.235.020, added in 2008, requires Washington State to achieve the same levels 

of greenhouse gas emissions as 1990 levels by 2020, to reduce emissions to 25% below 1990 

levels by 2035, and reduce emissions to 50% below 1990 levels by 2050. These codes also set 

requirements for reporting of greenhouse gases. 

RCW 80.80.040 established standards for greenhouse gas emissions. Beginning July 1, 

2008, the greenhouse gas emissions performance standard for all baseload electric generation for 

which electric utilities enter into long-term financial commitments on or after such date must be 

the lower of: 

(i) One thousand one hundred pounds of greenhouse gases per
megawatt-hour; or

(ii) The average available greenhouse gas emissions output as
determined under RCW 80.80.050.

RCW 80.80.040(1). 

The term “long-term financial commitment” is defined in the statute as

[a] new or renewed contract for baseload electric generation with a term of
five or more years for the provision of retail power or wholesale power to
end-use customers in this state.

RCW 80.80.010(16)(b). In other words, an electric utility may enter into a contract for baseload 

electric generation with a term less than five (5) years without violating the greenhouse gas 

emissions standards of Chapter 80.80 RCW. As previously mentioned, the NorthWestern PPA 

for the purchase of up to ninety (90) MW of capacity for Colstrip Unit 4 is for a term less than 
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five years (i.e., June 1, 2020, through May 15, 2025). Therefore, PSE will be in compliance with 

Chapter 80.80 RCW by entering into the NorthWestern Energy PPA because such agreement 

does not meet the definition of a “long-time financial commitment”. 

E. Summary of Material Terms of the Proposed Agreements

1. Material Terms of the Colstrip Unit 4 Purchase and Sale Agreement

The principal commercial terms of the Colstrip Unit 4 Purchase and Sale Agreement are 

summarized below. 

a. Sale by PSE and Purchase by NorthWestern Energy of the
Colstrip 4 Interests

The Colstrip Unit 4 Purchase and Sale Agreement proposes the sale by PSE to 

NorthWestern Energy of the following: 

(i) Colstrip 4 Interests. PSE will sell to NorthWestern Energy all of PSE’s
twenty-five percent (25%) undivided interest in the 740 MW Colstrip
Unit 4 to NorthWestern Energy (the “Colstrip 4 Interests”);

(ii) Colstrip 4 Real Property Interests. PSE will transfer to
NorthWestern Energy the portion of PSE’s real property rights
associated with the Colstrip 4 Interests (the “Colstrip 4 Real
Property Interests”);

(iii) Common Facilities Interests. PSE will transfer to NorthWestern
Energy the portion of PSE’s interest in the common facilities and
associated assets related to the Colstrip 4 Interests (the “Common
Facilities Interest”); and

(iv) Colstrip 4 Material Contract Interests. PSE will transfer to
NorthWestern Energy the portion of PSE’s rights under the
contracts, leases and agreements related to the Colstrip 4 Interests
(the “Colstrip 4 Material Contract Interests”).
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The Colstrip 4 Interests, the Colstrip 4 Real Property Interests, the Common Facilities Interest, 

and the Colstrip 4 Material Contract Interests are referred to in this Memorandum as the 

“Transferred Assets”). 

b. Assets and Liabilities Retained by PSE

PSE will retain the following assets and liabilities under the terms and conditions of the 

Colstrip Unit 4 Purchase and Sale Agreement: 

(i) all of PSE’s interest in Colstrip Units 1 & 2 and Colstrip Unit 3;

(ii) claims arising out of liabilities occurring prior to closing, including
environmental liabilities and pension liabilities;

(iii) future decommissioning and demolition costs in connection with
the Colstrip 4 Interests (excluding decommission or demolition
costs arising from post-closing improvements to the Colstrip 4
Interests);

(iv) any obligation or liability related to or arising out of any of the
excluded assets identified in Exhibit B to the Colstrip Unit 4
Purchase and Sale Agreement;

(v) any obligation or liability related to or arising out of actions
pending as of closing against PSE or any of its affiliates;

(vi) any obligation or liability related to or arising out of PSE’s conduct
of the business or ownership of the Colstrip 4 Interests prior to
closing;

(vii) any ERISA liability or any obligation or liability related to or
arising out of any collective bargaining agreement of PSE, whether
prior to, on or after closing;

(viii) any ERISA liability or any obligation or liability related to or
arising out of any collective bargaining agreement of Talen
Montana on or prior to closing and any compliance with or
violations of labor laws by Talen Montana on or prior to closing;

(ix) any tax obligation or liability of PSE; and
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(x) any obligation or liability of PSE for any debt.

c. Liabilities Assumed by NorthWestern Energy

NorthWestern Energy assumes all liabilities and obligations related to the Colstrip 4 

Interests arising after closing. 

d. Purchase Price

As consideration for the purchase of the Transferred Assets, NorthWestern Energy will 

pay to PSE a purchase price of one dollar ($1.00). 

e. Conditions Precedent to Closing:

The Colstrip Unit 4 Purchase and Sale Agreement includes customary conditions 

precedent, including delivery of certain documentation, the representations and warranties of the 

parties remain true and correct as of closing, the delivery of necessary consents, no order or 

decree of a court or governmental authority has been issued that would prevent closing, 

termination of all liens except permitted liens, payment of the purchase price, and no event 

causing or constituting a material adverse effect has occurred or is occurring. Additional 

conditions precedent include the following: 

(i) the other owners of Colstrip Units 3 & 4 (i.e., Avista, PacifiCorp,
Portland General, and Talen Montana) have either declined to
exercise or executed a waiver of their rights of first refusal
contained in Section 24 of the Ownership and Operations
Agreement;

(ii) execution of the Colstrip Transmission System Purchase and Sale
Agreement by both NorthWestern Energy and PSE;

(iii) approval of NorthWestern Energy’s acquisition of the Colstrip 4
Interests by the Federal Energy Regulatory Commission
(“FERC”);
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(iv) approval of NorthWestern Energy’s acquisition of the Colstrip 4
Interests by the Montana Public Service Commission; and

(v) approval of PSE’s sale of the Colstrip 4 Interests by the WUTC.

f. Representations and Warranties of PSE

The Colstrip Unit 4 Purchase and Sale Agreement includes customary representations 

and warranties provisions for PSE, including the following: 

(i) Organization and Good Standing. PSE is a public utility
corporation duly organized, validly existing, and in good standing
under the laws of the State of Washington.

(ii) Authority. PSE has all requisite power and authority and as of the
closing will have obtained all other applicable governmental,
statutory, regulatory or other consents, licenses, waivers or
exemptions necessary to execute and deliver the Colstrip Unit 4
Purchase and Sale Agreement and closing documents and to
perform its obligations under the Colstrip Unit 4 Purchase and Sale
Agreement and closing documents.

(iii) Enforceability. The Colstrip Unit 4 Purchase and Sale Agreement
has been, and the closing documents, when executed and delivered,
will be, duly and validly executed and delivered by and is a valid
and binding agreement of PSE.

(iv) Title to Colstrip 4 Interests. PSE owns the Colstrip 4 Interests free
and clear of all liens, other than permitted liens.

(v) No Violation or Breach. Assuming that all of the required
regulatory approvals and PSE’s consents have been obtained,
neither the execution and delivery of the Colstrip Unit 4 Purchase
and Sale Agreement and closing documents will result in a
violation or breach of, or default under, any provision of the
organizational documents of PSE or any material contract under
which PSE or the assets comprising Colstrip 4 Interests is bound.

(vi) Consents. No consent, approval, authorization or permit of, or
filing with or notification to, any person is required for or in
connection with the execution and delivery of the Colstrip Unit 4
Purchase and Sale Agreement except for (a) the required
regulatory approvals; (b) expressly identified third-party consents,
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filings, and notices, and (c) immaterial consents, approvals, 
authorizations, permits, filings or notices.

(vii) Material Contracts. PSE is not party to any contract reasonably
necessary for NorthWestern Energy’s use of the Colstrip 4
Interests after closing to which NorthWestern Energy is not also a
party.

(viii) No Disputes; Litigation. There is no action pending, or to PSE’s
knowledge, threatened in writing against PSE, except for actions
that would not have a material adverse effect on PSE’s ability to
perform its obligations under the closing documents.

(ix) Brokerage Fees and Commissions. Neither PSE nor any of its
affiliates has incurred any obligation or entered into any agreement
for any investment banking, brokerage, or finder’s fee or
commission in respect of Colstrip Unit 4 Purchase and Sale
Agreement the closing documents for which NorthWestern Energy
or any of affiliates shall incur any liability.

(x) Bankruptcy. There are no bankruptcy, reorganization, or
arrangement proceedings pending against, being contemplated by,
or to the knowledge of PSE threatened against, PSE.

g. Representations and Warranties of NorthWestern Energy

The Colstrip Unit 4 Purchase and Sale Agreement includes customary representations 

and warranties provisions for NorthWestern Energy, including the following: 

(i) Organization and Good Standing. NorthWestern Energy is a public
utility corporation duly organized, validly existing, and in good
standing under the laws of the State of Delaware.

(ii) Authority. NorthWestern Energy has all requisite power and
authority and as of the closing will have obtained all other
applicable governmental, statutory, regulatory or other consents,
licenses, waivers or exemptions necessary to execute and deliver
the Colstrip Unit 4 Purchase and Sale Agreement and closing
documents and to perform its obligations under the Colstrip Unit 4
Purchase and Sale Agreement and closing documents.

(iii) Enforceability. The Colstrip Unit 4 Purchase and Sale Agreement
has been, and the closing documents, when executed and delivered,
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will be, duly and validly executed and delivered by and is a valid 
and binding agreement of NorthWestern Energy. 

(iv) No Violation or Breach. Assuming that all of the required
regulatory approvals and NorthWestern Energy’s consents have
been obtained, neither the execution and delivery of the Colstrip
Unit 4 Purchase and Sale Agreement and closing documents will
result in a violation or breach of, or default under, any provision of
the organizational documents of NorthWestern Energy or any
material contract under which NorthWestern Energy is bound.

(v) Consents. No consent, approval, authorization or permit of, or
filing with or notification to, any person is required for or in
connection with the execution and delivery of the Colstrip Unit 4
Purchase and Sale Agreement except for (a) the required
regulatory approvals; (b) expressly identified third-party consents,
filings, and notices, and (c) immaterial consents, approvals,
authorizations, permits, filings or notices.

(vi) No Disputes; Litigation. There is no action pending, or to
NorthWestern Energy’s knowledge, threatened in writing against
NorthWestern Energy, except for actions that would not have a
material adverse effect on NorthWestern Energy’s ability to
perform its obligations under the closing documents.

(vii) Brokerage Fees and Commissions. Neither NorthWestern Energy
nor any of its affiliates has incurred any obligation or entered into
any agreement for any investment banking, brokerage, or finder’s
fee or commission in respect of Colstrip Unit 4 Purchase and Sale
Agreement the closing documents for which PSE or any of
affiliates shall incur any liability.

(viii) Bankruptcy. There are no bankruptcy, reorganization, or
arrangement proceedings pending against, being contemplated by,
or to the knowledge of NorthWestern Energy threatened against,
NorthWestern Energy.

(ix) Regulatory Matters. NorthWestern Energy represents and warrants
that, with respect to its acquisition of the Colstrip 4 Interests, it
does not need approvals from any governmental authority other
than, and would not reasonably be expected to result in a denial of
any required regulatory approvals by, FERC and the Montana
Public Service Commission.
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h. Access

PSE agrees (i) to cooperate in facilitating reasonable access to PSE’s records, personnel, 

offices and other facilities and properties related to the Colstrip 4 Interests and (ii) to permit 

NorthWestern Energy to make copies and inspections of records as reasonably requested, and 

(iii) furnish NorthWestern Energy with financial and operating data and other information with

respect to the Colstrip 4 Interests as NorthWestern Energy may from time to time reasonably 

request.

i. Confidentiality

Each party agrees to maintain in confidence all information made available to it under the 

Colstrip Unit 4 Purchase and Sale Agreement and to cause their respective officers, directors, 

agents, employees, representatives, consultants, and advisors to maintain in confidence all 

information made available to them under the Colstrip Unit 4 Purchase and Sale Agreement, all 

as provided in the Mutual Non-Disclosure Agreement, dated July 19, 2019, between PSE and 

NorthWestern Energy. 

j. Covenants

The Colstrip Unit 4 Purchase and Sale Agreement includes customary covenants of PSE 

and NorthWestern Energy, including the following: 

(i) Exclusivity. PSE grants NorthWestern Energy the exclusive right
to acquire the Colstrip 4 Interests until the earlier of the closing or
termination of the Colstrip Unit 4 Purchase and Sale Agreement.

(ii) Conduct of Business. PSE shall conduct its business related to the
Colstrip 4 Interests in the ordinary course in accordance with past
practice and not make any material change with respect thereto,
including
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(a) complying in all material respects with the Ownership and
Operations Agreement;

(b) using commercially reasonable efforts to preserve and
protect the Colstrip 4 Interests subject to the terms of the
Ownership and Operations Agreement and applicable laws;

(c) consulting with and being directed by NorthWestern
Energy regarding any approvals of the Project Committee
in connection with the Colstrip 4 Interests;

(d) not assigning, terminating, amending, giving any consent
with respect to or waiving any rights under, in any material
respect, any material contract;

(e) not taking any action or entering into any commitment with
respect to or in contemplation of any liquidation,
dissolution, recapitalization, reorganization, or other
winding up of its business or operations related to the
Colstrip 4 Interests, except as required by applicable laws;

(f) not granting any express further lien on any of the Colstrip
4 Interests, except for permitted liens, and terminating
those liens that will be terminated, without cost to
NorthWestern Energy, at closing; and

(g) providing prompt written disclosure to NorthWestern
Energy of all relevant information which comes to the
attention of PSE which may constitute a breach of any of
PSE’s representations and warranties set forth in the
Colstrip Unit 4 Purchase and Sale Agreement.

(iii) Public Announcements. No party shall issue, or permit any agent
or affiliate of such party to issue, any press releases or otherwise
make any public statements with respect to the Colstrip Unit 4
Purchase and Sale Agreement or the closing documents, except
when and to the extent that such release or statement is deemed in
good faith by the releasing party to be required to obtain the
required regulatory approvals or by applicable law.

(iv) Actions by Parties. Each party agrees to use commercially
reasonable efforts to satisfy the conditions to the closing set forth
in the Colstrip Unit 4 Purchase and Sale Agreement.
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(v) Further Assurances. Each party will execute and deliver further
agreements, certificates, documents or opinions and take such
other action, as may be reasonably necessary to carry out the
purposes and intents of the Colstrip Unit 4 Purchase and Sale
Agreement.

(vi) Records. NorthWestern Energy will maintain the records in
accordance with its records retention policy as maintained in
compliance with applicable laws and commercially responsible
practices. If any of the records pertain to any claim or dispute
pending on the date upon which such records would be destroyed
pursuant to NorthWestern Energy’s records retention policy,
NorthWestern Energy shall maintain any of the records designated
by PSE until such claim or dispute is finally resolved and the time
for all appeals has been exhausted.

(vii) Privilege. NorthWestern Energy will not intentionally waive the
attorney/client, work product, or like privilege of PSE with respect
to any of the records existing as of the closing date, without PSE’s
prior written consent.

(viii) Regulatory and Other Authorizations and Consents Filings. Each
party will use commercially reasonable efforts to obtain all
authorizations and consents necessary for its execution and
delivery of, and the performance of its obligations under, the
Colstrip Unit 4 Purchase and Sale Agreement and will cooperate
fully with the other party in promptly seeking to obtain all such
authorizations and consents, giving notices, and making filings.

(ix) Required Regulatory Approvals. The parties agree to use
commercially reasonable efforts to gather and obtain all necessary
information, consult with each other, consider and incorporate
reasonable comments, and complete filings in connection with the
required regulatory approvals (i.e., approval by FERC of
NorthWestern Energy’s acquisition of the Colstrip 4 Interests,
approval of the Montana Public Service Commission of
NorthWestern Energy’s acquisition of the Colstrip 4 Interests, and
approval of the WUTC of PSE’s sale of the Colstrip 4 Interests).
During the process to obtain required regulatory approvals, the
parties commit to consult with each other, provide supplemental
information, and provide prompt written notice to the other party
of all discussions and correspondence with the applicable
regulatory authorities that reasonably relates to or bears upon such
filings. The parties agree to use commercially reasonable efforts
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and to act in good faith to expedite and obtain the required 
regulatory approvals. 

(x) Fees and Expenses. All fees and expenses incurred in connection
with the Colstrip Unit 4 Purchase and Sale Agreement and the
closing documents will be paid by the party incurring such fee or
expense, whether or not the closing shall have occurred.

(xi) Tax Matters. After closing, each party will provide each other with
cooperation and information related to the Colstrip Generating
Station and the Colstrip 4 Interests as the parties reasonably may
request in (a) filing any tax return, amending any tax return, or
claiming any tax refund; (b) determining any liability for taxes or
any right to tax refunds or (c) conducting or defending any audit,
examination, claim or other proceeding in respect of taxes.

(xii) Transfer Taxes. Each party will be responsible under applicable
law for payment of fifty percent (50%) of all transfer taxes.

(xiii) Right of First Refusal. PSE will use its commercially reasonable
efforts to notify and seek a waiver from each of the other owners
of Colstrip Units 3 & 4 with respect to their rights of first refusal
contained in Section 24 of the Ownership and Operations
Agreement. PSE will immediately notify NorthWestern Energy if
at any time any of the other owners of Colstrip Units 3 & 4
exercises or indicates its intent to exercise any such right of first
refusal.

(xiv) Updates to Disclosure Schedules. Prior to and up to ten (10) days
prior to the closing, PSE shall provide written notice to
NorthWestern Energy of any fact, matter, condition, event or
circumstance that, individually or in the aggregate, renders PSE
unable, without amending the disclosure schedules, to satisfy the
condition precedent under the Colstrip Unit 4 Purchase and Sale
Agreement.

(xv) Transfers of Interests. If, at any time prior to closing,
NorthWestern Energy enters into any contract, agreement,
arrangement or other understanding with respect to the purchase of
any interests of Colstrip Units 1 & 2, Colstrip Unit 3 or Colstrip
Unit 4 on terms (individually or in the aggregate) more favorable
to the seller of such interests than the terms as agreed upon in the
Colstrip Unit 4 Purchase and Sale Agreement, NorthWestern
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Energy will amend the Colstrip Unit 4 Purchase and Sale 
Agreement to reflect such more favorable terms. 

k. Liability

PSE will be responsible for losses arising from the ownership or operation of the 

Colstrip 4 Interests, Colstrip Units 3 & 4, or the common facilities that are wholly or partially 

caused by or arise from events or occurrences which took place before the closing date based on 

its pre-closing date project shares (i.e., PSE’s 25 percent share of Colstrip Units 3 & 4 before 

closing). NorthWestern Energy (and not PSE) will be responsible for losses arising from the 

ownership or operation of the Colstrip 4 Interests that are wholly or partially caused by or arise 

from events or occurrences which took place on or after closing. 

If the parties are unable to agree whether particular losses are at least partially the result 

of events, occurrences, or conditions from before or after the closing date, the parties agree to 

attempt to settle such disagreement by mutual discussion between executives from both parties. 

If any such disagreement is not resolved within thirty (30) days of receipt of a notice of such 

dispute, the parties will jointly retain an independent third-party consultant (with expertise in the 

subject matter giving rise to the liability) to promptly determine when the events or occurrences 

that caused or gave rise to the losses in question took place. The independent third-party 

consultant will act as an impartial and neutral arbitrator in carrying out its duties. If the 

independent third-party consultant determines that the losses in question were at least partially 

caused by or partially arose from events or occurrence from prior to the closing date, then PSE 

will be responsible for those losses. If the independent third-party consultant determines that 

losses in question were wholly caused by or wholly arose from events or occurrence after the 

closing date, NorthWestern Energy will be responsible for those losses. 

Exh. RJR-5C 
Page 67 of 378



Memorandum to the PSE Board of Directors 
October 21, 2019 
Page 49 of 78 

l. Indemnification

The Colstrip Unit 4 Purchase and Sale Agreement includes customary indemnification 

provisions (e.g., indemnification with respect to breaches or inaccuracies in any of the 

representations, warranties, covenants, agreement, or other obligation of such party). 

If closing of the Colstrip Unit 4 Purchase and Sale Agreement occurs, PSE will 

indemnify NorthWestern Energy for: 

any failure by PSE to pay, perform or discharge any excluded 
liability under the agreement; 

any failure by PSE to pay, perform or discharge any retained 
liability under the agreement; 

any liability, obligation or commitment of PSE relating to the 
Colstrip 4 Interests not assumed by NorthWestern Energy under 
the agreement;  

any taxes of, or attributable to, PSE and the Colstrip 4 Interests for 
all pre-closing periods; 

all transfer taxes; 

any fraud, willful misconduct or gross negligence in connection 
with the agreement by PSE or its affiliates; or 

any claim by a third-party or liability to a third-party to the extent 
it seeks to hold NorthWestern Energy responsible for more than 
the share of any losses set forth in the liability provisions of the 
Colstrip Unit 4 Purchase and Sale Agreement. 

If closing of the Colstrip Unit 4 Purchase and Sale Agreement occurs, NorthWestern 

Energy will indemnify PSE for: 

any failure of NorthWestern Energy to pay, discharge or perform 
any of the assumed liabilities under the agreement; 
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any fraud, willful misconduct or gross negligence in connection 
with the agreement by NorthWestern Energy; or 

any claim by a third-party or liability to a third-party to the extent 
it seeks to hold PSE responsible for more than the share of any 
losses provided for in the liability provisions of the Colstrip Unit 4 
Purchase and Sale Agreement. 

m. Termination

The Colstrip Unit 4 Purchase and Sale Agreement may be terminated prior to closing: 

at any time by mutual written agreement of PSE and NorthWestern 
Energy; or 

by either PSE or NorthWestern Energy upon the material breach of 
the agreement by the other, to be effective, if curable, upon the 
breaching party’s failure to cure within five (5) business days of 
notice given, and if incurable, upon notice given. 

PSE may generally terminate the Colstrip Unit 4 Purchase and Sale Agreement prior 

to closing:

at any time after any final, non-appealable decision is made by the 
applicable governmental authority denying any required regulatory 
approval; or 

at any time after December 31, 2020, if the Closing has not yet 
occurred. 

NorthWestern Energy may generally terminate the Colstrip Unit 4 Purchase and 

Sale Agreement prior to closing: 

if a fact, matter, condition, event or circumstance first disclosed in 
an update from PSE has had or would reasonably be expected to 
have a material adverse effect; 

at any time after any final, non-appealable decision is made by the 
applicable governmental authority denying any required regulatory 
approval;
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at any time after December 31, 2020, if the Closing has not yet 
occurred;

at any time after December 31, 2020, if any order or decree by any 
federal or state court or governmental authority exists which would 
delay or otherwise impair the consummation of the sale of the 
Colstrip 4 Interests; 

at any time if any other Colstrip owner exercises a right of first 
refusal offered to it by PSE (pursuant to the terms of the 
Ownership and Operations Agreement); or 

if PSE has failed to deliver to NorthWestern Energy the Right of 
First Refusal Resolution Notice within the time specified in the 
Colstrip Unit 4 Purchase and Sale Agreement. 

n. Effect of Termination

In the event of termination of the Colstrip Unit 4 Purchase and Sale Agreement pursuant 

to its terms, 

all filings, applications and other submissions made to any 
governmental authority shall, to the extent practicable, be 
withdrawn from the governmental authority to which they were 
made; and 

except for those access and confidentiality obligations set forth in 
the access and confidentiality provisions of the agreement, neither 
PSE nor NorthWestern Energy shall have any further obligation 
under the agreement. 

There shall be no liability of any shareholder, partner, member, director, officer, employee, 

advisor or representative of PSE or NorthWestern Energy or any affiliate thereof or any other 

person (including any shareholder, partner, member, director, officer, employee, advisor or 

representative thereof) in connection with any liability or other obligation of PSE or 

NorthWestern Energy or any affiliate thereof, whether under the Colstrip Unit 4 Purchase and 
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Sale Agreement or otherwise in connection with the transactions contemplated by the Colstrip 

Unit 4 Purchase and Sale Agreement. 

o. Dispute Resolution

In the event of a dispute between PSE or NorthWestern Energy under the Colstrip Unit 4 

Purchase and Sale Agreement, the parties will attempt to settle such dispute by mutual 

discussions. If any dispute is not resolved within thirty (30) days of receipt of a dispute notice, 

then, upon either party’s request, the dispute shall be finally and exclusively resolved by 

arbitration. The arbitration shall be held in accordance with the Commercial Arbitration Rules of 

the American Arbitration Association, then in effect, except as modified by the Colstrip Unit 4 

Purchase and Sale Agreement. The arbitration shall be held, and the award shall be issued in 

Chicago, Illinois. 

Any arbitrator appointed shall be a retired judge, preferably from a Federal District Court 

or Federal Court of Appeals, or a practicing attorney with no less than twenty (20) years of 

experience and an experienced arbitrator and if possible shall have experience with disputes 

relating to electric power infrastructure. The arbitrator is not empowered to award damages in 

excess of compensatory damages, and each party hereby irrevocably waives any right to recover 

consequential, punitive, exemplary or similar damages with respect to any dispute. The 

arbitrator’s award shall allocate all costs of the arbitration, including the fees and expenses of the 

arbitrator and reasonable attorneys’ fees, costs and expert witness expenses of the parties. The 

award shall be final and binding on the Parties and may be enforced in any court having 

jurisdiction. 
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p. Governing Law

The Colstrip Unit 4 Purchase and Sale Agreement is to be governed by, enforced, and 

interpreted in accordance with the laws of the State of Delaware without regard to principles of 

conflicts of laws. 

2. Material Terms of the Colstrip Transmission System Purchase and
Sale Agreement

The principal commercial terms of the Colstrip Transmission System Purchase and Sale 

Agreement are summarized below. 

a. Sale by PSE and Purchase by NorthWestern Energy of the
Puget Transmission Assets

The Colstrip Transmission System Purchase and Sale Agreement proposes the sale by 

PSE and purchase by NorthWestern Energy of the following assets, free and clear of all liens 

other than certain permitted liens: 

(i) Puget Transmission Assets. The Puget Transmission Assets, which
consist of the following: 

(a) Initial Purchase Assets. The Initial Purchase Assets, which
consist of an undivided interest in PSE’s interest in the
Colstrip Transmission System representing not less than
95 MW, consisting of not less than a four and 2/10ths
percent (4.2%) interest in the Colstrip-to-Broadview
segment and a four and 9/10ths percent (4.9%) interest in
the Broadview-to-Townsend segment of the Colstrip
Transmission System (the “Initial Purchase Assets”).

(b) Option Assets. The Option Assets, which consist of an
option of NorthWestern Energy to acquire an undivided
ownership interest in PSE’s interest in the Colstrip
Transmission System representing not less than 90 MW,
consisting of not less than a four percent (4%) interest in
the Colstrip-to-Broadview segment and a four and 2/10ths
percent (4.2%) interest in the Broadview-to-Townsend
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segment of the Colstrip Transmission System (the “Option 
Assets”). 

(ii) Puget Transmission Assets Real Property Interests. PSE will
transfer to NorthWestern Energy the portion of PSE’s real property
rights associated with the Puget Transmission Assets (the “Puget
Transmission Assets Real Property Interests”); and

(iii) Puget Transmission Assets Material Contract Interests. PSE will
transfer to NorthWestern Energy the portion of PSE’s rights under
the contracts, leases and agreements related to the Puget
Transmission Assets (the “Puget Transmission Assets Material
Contract Interests”).

b. Sale by PSE and Purchase by NorthWestern Energy of the
Puget Transmission Assets

PSE will retain the following assets and liabilities under the terms and conditions of the 

Colstrip Transmission System Purchase and Sale Agreement: 

(i) all of PSE’s interest in the Colstrip Transmission System other
than the Puget Transmission Assets;

(ii) claims arising out of liabilities occurring prior to closing, including
environmental liabilities;

(iii) any obligation or liability related to or arising out of any of the
excluded assets;

(iv) any obligation or liability related to or arising out of (a) any real
property lease or sublease not included in the Puget Transmission
Assets Real Property Interests and (b) any contract not included in
the Puget Transmission Assets Material Contract Interests;

(v) any obligation or liability related to or arising out of any Puget
Transmission Assets Real Property Interests or Puget Transmission
Assets Material Contract Interests to the extent such obligation or
liability relates to or arises out of the time period prior to closing;

(vi) any obligation or liability related to or arising out of actions
pending as of closing against PSE or its affiliates;
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(vii) any obligation or liability related to or arising out of the PSE’s
conduct of the business or ownership of the Puget Transmission
Assets prior to closing;

(viii) any ERISA Affiliate liability or any obligation or liability related
to or arising out of any collective bargaining agreement of PSE,
whether prior to, on or after closing;

(ix) any obligation or liability of any kind or nature relating to (a) taxes
of PSE; and (b) taxes related to PSE’s conduct of the business or
ownership of the Puget Transmission Assets prior to closing; and

(x) any obligation or liability of PSE for any debt.

c. Purchase Price

At least three business days prior to the closing for the acquisition of each of the Initial 

Purchase Assets and the Option Assets, PSE will deliver to NorthWestern Energy a calculation 

of the depreciated net book value of the Initial Assets and the Option Assets, respectively. The 

purchase price for the Initial Purchase Assets will be the depreciated net book value of the Initial 

Assets, and the purchase price for the Options Assets will be the depreciated net book value of 

the Options Assets. 

d. Allocation of Purchase Price

The allocation of the purchase price will be allocated in compliance with section 1060 of 

the Internal Revenue Code. NorthWestern Energy will prepare an allocation schedule setting 

forth NorthWestern Energy’s determination of the allocation within thirty (30) days after closing. 

If PSE objects to any item of the schedule, it must provide written objection to NorthWestern 

Energy within ten (10) days of receipt of the schedule. If PSE does not timely object to the 

schedule, PSE shall be deemed to have approved the schedule. If the parties are unable to resolve 

any such dispute within fifteen (15) days after NorthWestern Energy’s receipt of PSE’s written 

Exh. RJR-5C 
Page 74 of 378



Memorandum to the PSE Board of Directors 
October 21, 2019 
Page 56 of 78 

objection to the schedule, the dispute will be submitted to an independent accounting firm for a 

final and binding determination.. 

e. Assumption of Liabilities by NorthWestern Energy

NorthWestern Energy will assume the liabilities and obligations of PSE related to the 

Puget Transmission Assets acquired at closing, including those liabilities and obligations 

contained in the Puget Transmission Assets Material Contracts Interests, but solely with respect 

to liabilities or obligations arising after closing. 

f. Real Property Taxes

PSE will be responsible for all real property taxes imposed on or with respect to the Puget 

Transmission Assets Real Property Interests for all tax periods ending on or prior to closing. Any 

real property tax reductions or refunds for or relating to a period prior to closing will be for the 

account of PSE. If NorthWestern Energy receives a property tax refund or credit with respect to 

the Puget Transmission Assets Real Property Interests for or relating to a period prior to closing, 

NorthWestern Energy will remit to PSE the portion of such refund or credit relating to the period 

prior to closing. 

g. Conditions Precedent to Closing on the Initial Purchase Assets

The Colstrip Transmission System Purchase and Sale Agreement includes customary 

conditions precedent, including delivery of certain documentation, the representations and 

warranties of the parties remain true and correct as of closing, the delivery of necessary consents, 

no order or decree of a court or governmental authority has been issued that would prevent 

closing, termination of all liens except permitted liens, payment of the purchase price, and no 
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event causing or constituting a material adverse effect has occurred or is occurring. Additional 

conditions precedent include the following: 

(i) delivery of the purchase price for the Initial Purchase Assets by
NorthWestern Energy;

(ii) execution of the Colstrip Unit 4 Purchase and Sale Agreement by
both parties;

(iii) all other owners of the Colstrip Transmission System have either
declined to exercise or executed a waiver of their rights of first
refusal contained in Section 28 of the Colstrip Project
Transmission Agreement;

(iv) approval of NorthWestern Energy’s acquisition of the Initial
Purchase Assets by FERC;

(v) approval of NorthWestern Energy’s acquisition of the Initial
Purchase Assets by the Montana Public Service Commission; and

(vi) approval of PSE’s sale of the Initial Purchase Assets by the
WUTC.

h. Conditions Precedent to Closing on the Option Assets

The Colstrip Transmission System Purchase and Sale Agreement includes customary 

conditions precedent, including delivery of certain documentation, the representations and 

warranties of the parties remain true and correct as of closing, the delivery of necessary consents, 

no order or decree of a court or governmental authority has been issued that would prevent 

closing, termination of all liens except permitted liens, payment of the purchase price, and no 

event causing or constituting a material adverse effect has occurred or is occurring. Additional 

conditions precedent include the following: 

(i) delivery of the purchase price for the Option Assets by
NorthWestern Energy;
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(ii) approval of NorthWestern Energy’s acquisition of the Option
Assets by FERC;

(iii) approval of NorthWestern Energy’s acquisition of the Option
Assets by the Montana Public Service Commission; and

(iv) approval of PSE’s sale of the Option Assets by the WUTC.

i. Representations and Warranties of PSE

The Colstrip Transmission System Purchase and Sale Agreement includes customary 

representations and warranties provisions for PSE, including the following: 

(i) Organization and Good Standing. PSE is a public utility
corporation duly organized, validly existing, and in good standing
under the laws of the State of Washington.

(ii) Authority. PSE has all requisite power and authority and as of the
closing will have obtained all other applicable governmental,
statutory, regulatory or other consents, licenses, waivers or
exemptions necessary to execute and deliver the Colstrip
Transmission System Purchase and Sale Agreement and closing
documents and to perform its obligations under the Colstrip
Transmission System Purchase and Sale Agreement and closing
documents.

(iii) Enforceability. The Colstrip Transmission System Purchase and
Sale Agreement has been, and the closing documents, when
executed and delivered, will be, duly and validly executed and
delivered by and is a valid and binding agreement of PSE.

(iv) Title to Puget Transmission Assets. PSE owns the Puget
Transmission Assets free and clear of all liens, other than
permitted liens.

(v) No Violation or Breach. Assuming that all of the required
regulatory approvals and PSE’s consents have been obtained,
neither the execution and delivery of the Colstrip Transmission
System Purchase and Sale Agreement and closing documents will
result in a violation or breach of, or default under, any provision of
the organizational documents of PSE or any material contract
under which PSE or Puget Transmission Assets are bound.
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(vi) Consents. No consent, approval, authorization or permit of, or
filing with or notification to, any person is required for or in
connection with the execution and delivery of the Colstrip
Transmission System Purchase and Sale Agreement except for
(a) the required regulatory approvals; (b) expressly identified third-
party consents, filings, and notices, and (c) immaterial consents,
approvals, authorizations, permits, filings or notices.

(vii) Material Contracts. PSE is not party to any contract reasonably
necessary for NorthWestern Energy’s use of Puget Transmission
Assets after closing to which NorthWestern Energy is not also a
party.

(viii) Actions Pending. There is no action pending, or to PSE’s
knowledge, threatened in writing against PSE, except for actions
that would not have a material adverse effect on PSE’s ability to
perform its obligations under the closing documents.

(ix) Compliance with Laws. PSE has complied in a timely manner and
in all material respects with all applicable laws that specifically
apply to the Puget Transmission Assets.

(x) Real Property. PSE has good and valid title to or interest in all of
the Puget Transmission Assets Real Property Interests, free and
clear of any liens, except for permitted liens.

(xi) Material Changes Since December 31, 2018. Since December 31,
2018, there has been no material adverse effect with respect to the
Puget Transmission Assets.

(xii) Brokerage Fees and Commissions. Neither PSE nor any of its
affiliates has incurred any obligation or entered into any agreement
for any investment banking, brokerage, or finder’s fee or
commission in respect of Colstrip Transmission System Purchase
and Sale Agreement or the closing documents for which
NorthWestern Energy or any of affiliates shall incur any liability.

(xiii) Bankruptcy. There are no bankruptcy, reorganization, or
arrangement proceedings pending against, being contemplated by,
or to the knowledge of PSE threatened against, PSE.

(xiv) Tax Matters. PSE has filed or will fil all tax returns associated with
the Puget Transmission Assets; all such tax returns are or will be
true and correct in all material respects; there are no audits or
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claims threatened against PSE relating to the Puget Transmission 
Assets in respect of taxes; and there are no liens for taxes upon the 
Puget Transmission Assets. 

(xv) Material Contracts. PSE has provided or will provide to
NorthWestern Energy all material agreements necessary for the use
and operation of the Puget Transmission Assets.

(xvi) Licenses. PSE has provided or will provide to NorthWestern
Energy all material licenses, permissions, authorizations, and
consents necessary for the use and operation of the Puget
Transmission Assets.

(xvii) Insurance. PSE’s insurance policies are in full force and effect and
fully paid, and, except as otherwise provided in the agreement, no
claim is outstanding against PSE under any such policy of
insurance.

(xviii) Environmental Matters. Except as otherwise disclosed in the
agreement, the Puget Transmission Assets have been operated and
maintained in compliance with all environmental laws and in a
manner that will not give rise to any liability under any
environmental laws and PSE has not received any written notice
that the Puget Transmission Assets are in violation of the
provisions of any environmental law.

(xix) No Employees or Benefits Plans. PSE does not have any
employees that are stationed or provide services at, or with respect
to, the Puget Transmission Assets and does not maintain, sponsor,
contribute to, is not required or obligated to contribute to, and is
not a party to any employee benefit plan related to the Puget
Transmission Assets that are being transferred to NorthWestern
Energy.

(xx) Labor Matters. PSE is not a party to any collective bargaining or
other labor union contract relating to the personnel servicing the
Puget Transmission Assets.

(xxi) Intellectual Property. To PSE’s knowledge, the conduct of PSE’s
business in connection with the Puget Transmission Assets does
not infringe upon or otherwise violate the intellectual property
rights of any person, and no person is infringing upon or otherwise
violating the intellectual property rights of PSE or the Puget
Transmission Assets.
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(xxii) Books and Records. The records of the Seller relating to the Puget
Transmission Assets have been made available to NorthWestern
Energy prior to the execution of the agreement.

(xxiii) No Options. There are no outstanding options or other rights or
agreements for the purchase from PSE of any of the Puget
Transmission Assets.

(xxiv) Undisclosed Liabilities. Except as disclosed in the agreement, the
Puget Transmission Assets are not subject to any liability or
obligation, except (a) liabilities arising in the ordinary course of
business under any contract or commitment, (b) those liabilities or
obligations incurred in the ordinary course of business since
December 31, 2018, and (c) liabilities that have not had, and are
not reasonably likely to have, individually or in the aggregate, a
material adverse effect.

(xxv) Puget Transmission Assets Operations. To PSE’s knowledge, the
Puget Transmission Assets are currently in operating order
consistent with past practices.

(xxvi) Affiliate Transactions. Other than as disclosed in the agreement, no
affiliate of PSE is a party to any material agreement necessary to
the use or operation the Puget Transmission Assets.

j. Representations and Warranties of NorthWestern Energy

The Colstrip Transmission System Purchase and Sale Agreement includes customary 

representations and warranties provisions for NorthWestern Energy, including the following: 

(i) Organization and Good Standing. NorthWestern Energy is a public
utility corporation duly organized, validly existing, and in good
standing under the laws of the State of Delaware.

(ii) Authority. NorthWestern Energy has all requisite power and
authority and as of the closing will have obtained all other
applicable governmental, statutory, regulatory or other consents,
licenses, waivers or exemptions necessary to execute and deliver
the Colstrip Transmission System Purchase and Sale Agreement
and closing documents and to perform its obligations under the
Colstrip Transmission System Purchase and Sale Agreement and
closing documents.
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(iii) Enforceability. The Colstrip Transmission System Purchase and
Sale Agreement has been, and the closing documents, when
executed and delivered, will be, duly and validly executed and
delivered by and is a valid and binding agreement of PSE.

(iv) No Violation or Breach. Assuming that all of the required
regulatory approvals and NorthWestern Energy’s consents have
been obtained, the execution and delivery of the Colstrip
Transmission System Purchase and Sale Agreement and closing
documents will result not in a violation or breach of, or default
under, any provision of the organizational documents of PSE or
any material contract under which PSE or the Puget Transmission
Assets are bound.

(v) Consents. No consent, approval, authorization or permit of, or
filing with or notification to, any person is required for or in
connection with the execution and delivery of the Colstrip
Transmission System Purchase and Sale Agreement except for
(a) the required regulatory approvals; (b) expressly identified third-
party consents, filings, and notices, and (c) immaterial consents,
approvals, authorizations, permits, filings or notices.

(vi) No Disputes; Litigation. There is no action pending, or to
NorthWestern Energy’s knowledge, threatened in writing against
NorthWestern Energy, except for actions that would not have a
material adverse effect on NorthWestern Energy’s ability to
perform its obligations under the closing documents.

(vii) Brokerage Fees and Commissions. Neither NorthWestern Energy
nor any of its affiliates has incurred any obligation or entered into
any agreement for any investment banking, brokerage, or finder’s
fee or commission in respect of Colstrip Transmission System
Purchase and Sale Agreement the closing documents for which
PSE or any of affiliates shall incur any liability.

(viii) Bankruptcy. There are no bankruptcy, reorganization, or
arrangement proceedings pending against, being contemplated by,
or to the knowledge of NorthWestern Energy threatened against,
NorthWestern Energy.

(ix) Regulatory Matters. NorthWestern Energy represents and warrants
that, with respect to its acquisition of the Puget Transmission
Assets, it does not need approvals from any governmental
authority other than, and would not reasonably be expected to
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result in a denial of any required regulatory approvals by, FERC 
and the Montana Public Service Commission. 

k. Access

PSE agrees (i) to cooperate in facilitating reasonable access to PSE’s records, personnel, 

offices and other facilities and properties related to the Puget Transmission Assets and (ii) to 

permit NorthWestern Energy to make copies and inspections of records as reasonably requested, 

and (iii) furnish NorthWestern Energy with financial and operating data and other information 

with respect to the Puget Transmission Assets Puget Transmission Assets as NorthWestern 

Energy may from time to time reasonably request. 

l. Confidentiality

Each party agrees to maintain in confidence all information made available to it under the 

Colstrip Transmission System Purchase and Sale Agreement and to cause their respective 

officers, directors, agents, employees, representatives, consultants, and advisors to maintain in 

confidence all information made available to them under the Colstrip Transmission System 

Purchase and Sale Agreement, all as provided in the Mutual Non-Disclosure Agreement, dated 

July 19, 2019, between PSE and NorthWestern Energy. 

m. Covenants

The Colstrip Transmission System Purchase and Sale Agreement includes customary 

covenants of PSE and NorthWestern Energy, including the following: 

(i) Exclusivity. PSE grants NorthWestern Energy the exclusive right to
acquire the Puget Transmission Assets until the earlier of the closing or
termination of the Colstrip Transmission System Purchase and Sale
Agreement.
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(ii) Conduct of Business. PSE shall conduct its business related to the Puget
Transmission Assets in the ordinary course in accordance with past
practice and not make any material change with respect thereto, including

(a) complying in all material respects with the Ownership and
Operations Agreement;

(b) using commercially reasonable efforts to cause the Puget
Transmission Assets to conduct its business, in the ordinary course
in accordance with past practice, and not make any material
change with respect thereto;

(c) using commercially reasonable efforts to preserve intact the Puget
Transmission Assets in accordance with prudent utility practices;

(d) taking all commercially reasonable efforts to preserve and protect
the Puget Transmission Assets;

(e) not assigning, terminating, amending, giving any consent with
respect to or waiving any rights under, in any material respect, any
material contract;

(f) not taking any action or entering into any commitment with respect
to or in contemplation of any liquidation, dissolution,
recapitalization, reorganization, or other winding up of its business
or operations related to the Puget Transmission Assets;

(g) not granting any express further lien on any of the Puget
Transmission Asset, except for permitted liens, and terminating
those liens that will be terminated, without cost to NorthWestern
Energy, at closing; and

(h) providing prompt written disclosure to NorthWestern
Energy of all relevant information which comes to the
attention of PSE which may constitute a breach of any of
PSE’s representations and warranties set forth in the
Colstrip Transmission System Purchase and Sale
Agreement.

(iii) Public Announcements. No party shall issue, or permit any agent or
affiliate of such party to issue, any press releases or otherwise make any
public statements with respect to the Colstrip Transmission System
Purchase and Sale Agreement or the closing documents, except when and
to the extent that such release or statement is deemed in good faith by the
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releasing party to be required to obtain the required regulatory approvals 
or by applicable law. 

(iv) Actions by Parties. Each party agrees to use commercially reasonable
efforts to satisfy the conditions to the closing set forth in the Colstrip
Transmission System Purchase and Sale Agreement.

(v) Further Assurances. Each party will execute and deliver further
agreements, certificates, documents or opinions and take such other action,
as may be reasonably necessary to carry out the purposes and intents of
the Colstrip Transmission System Purchase and Sale Agreement.

(vi) Records. NorthWestern Energy will maintain the records in accordance
with its records retention policy as maintained in compliance with
applicable laws and commercially responsible practices. If any of the
records pertain to any claim or dispute pending on the date upon which
such records would be destroyed pursuant to NorthWestern Energy’s
records retention policy, NorthWestern Energy shall maintain any of the
records designated by PSE until such claim or dispute is finally resolved
and the time for all appeals has been exhausted.

(vii) Amendment of Colstrip Project Transmission Agreement. The parties will
cooperate in good faith to (i) amend the Colstrip Project Transmission
Agreement to reflect the transactions contemplated by the Colstrip
Transmission System Purchase and Sale Agreement and (ii) obtain all
consents from the other owners of the Colstrip Transmission System
necessay for such amendment.

(ix) Privilege. NorthWestern Energy will not intentionally waive the
attorney/client, work product, or like privilege of PSE with respect to any
of the records existing as of the closing date, without PSE’s prior written
consent.

(x) Regulatory and Other Authorizations and Consents Filings. Each party
will use commercially reasonable efforts to obtain all authorizations and
consents necessary for its execution and delivery of, and the performance
of its obligations under, the Colstrip Transmission System Purchase and
Sale Agreement and will cooperate fully with the other party in promptly
seeking to obtain all such authorizations and consents, giving notices, and
making filings.

(xi) Required Regulatory Approvals. The parties agree to use commercially
reasonable efforts to gather and obtain all necessary information, consult
with each other, consider and incorporate reasonable comments, and
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complete filings in connection with the required regulatory approvals 
(i.e., approval by FERC of NorthWestern Energy’s acquisition of the 
Puget Transmission Assets, approval of the Montana Public Service 
Commission of NorthWestern Energy’s acquisition of the Puget 
Transmission Assets, and approval of the WUTC of PSE’s sale of the 
Puget Transmission Assets). During the process to obtain required 
regulatory approvals, the parties commit to consult with each other, 
provide supplemental information, and provide prompt written notice to 
the other party of all discussions and correspondence with the applicable 
regulatory authorities that reasonably relates to or bears upon such filings. 
The parties agree to use commercially reasonable efforts and to act in 
good faith to expedite and obtain the required regulatory approvals. 

(xii) Fees and Expenses. All fees and expenses incurred in connection with the
Colstrip Transmission System Purchase and Sale Agreement and the
closing documents will be paid by the party incurring such fee or expense,
whether or not the closing shall have occurred.

(xiii) Tax Matters. After closing, each party will provide each other with
cooperation and information related to the Colstrip Transmission System
and the Puget Transmission Assets as the parties reasonably may request
in (a) filing any tax return, amending any tax return, or claiming any tax
refund; (b) determining any liability for taxes or any right to tax refunds or
(c) conducting or defending any audit, examination, claim or other
proceeding in respect of taxes.

(xiv) Transfer Taxes. Each party will be responsible under applicable law for
payment of fifty percent (50%) of all transfer taxes.

(xv) Right of First Refusal. PSE will use its commercially reasonable efforts to
notify and seek a waiver from each of the other owners of the Colstrip
Transmission System with respect to their rights of first refusal contained
in Section 28 of the Colstrip Project Transmission Agreement. PSE will
immediately notify NorthWestern Energy if at any time any of the other
owners of Colstrip Transmission System exercises or indicates its intent to
exercise any such right of first refusal.

(xvi) Updates to Disclosure Schedules. Prior to and up to ten (10) days prior to
the closing, PSE shall provide written notice to NorthWestern Energy of
any fact, matter, condition, event or circumstance that, individually or in
the aggregate, renders PSE unable, without amending the disclosure
schedules, to satisfy the condition precedent under the Colstrip
Transmission System Purchase and Sale Agreement.
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n. Indemnification

The Colstrip Transmission System Purchase and Sale Agreement includes customary 

indemnification provisions (e.g., indemnification with respect to breaches or inaccuracies in any 

of the representations, warranties, covenants, agreement, or other obligation of such party). 

If closing of the Colstrip Transmission System Purchase and Sale Agreement occurs, PSE 

will indemnify NorthWestern Energy for: 

any failure by PSE to pay, perform or discharge any excluded 
liability under the agreement; 

any failure by PSE to pay, perform or discharge any retained 
liability under the agreement; 

any liability, obligation or commitment of PSE relating to the 
Puget Transmission Assets not assumed by NorthWestern Energy 
under the agreement;  

any taxes of, or attributable to, PSE and the Puget Transmission 
Assets for all pre-closing periods; 

all transfer taxes; or 

any fraud, willful misconduct or gross negligence in connection 
with the agreement by PSE or its affiliates. 

If closing of the Colstrip Transmission System Purchase and Sale Agreement occurs, 

NorthWestern Energy will indemnify PSE for: 

any failure by NorthWestern Energy to pay, perform or discharge 
any assumed liability under the agreement; or 

any fraud, willful misconduct or gross negligence in connection 
with the agreement by NorthWestern Energy. 
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o. Limitations of Liability

Neither party may not make a claim for indemnification until the total damages for which 

such party exceeds in the aggregate a threshold amount equal to one percent (1%) of the 

purchase price for the Initial Purchase Assets or the purchase price for the Option Assets, as 

applicable, and, once such amount is exceeded, indemnification may be sought for the full 

aggregate amount of damages. The aggregate damages for which PSE may be subject to claims 

of indemnification related to breaches of representations and warranties cannot exceed fifteen 

percent (15%) of the purchase price for the Initial Purchase Assets or the purchase price for the 

Option Assets, as applicable. The aggregate damages for which NorthWestern Energy may be 

subject to claims of indemnification related to breaches of representations and warranties cannot 

exceed ten percent (10%) of the purchase price for the Initial Purchase Assets or the purchase 

price for the Option Assets, as applicable. 

p. Termination

The Colstrip Transmission System Purchase and Sale Agreement may be terminated prior 

to closing: 

at any time by mutual written agreement of PSE and NorthWestern 
Energy; or 

by either PSE or NorthWestern Energy upon the material breach of 
the agreement by the other, to be effective, if curable, upon the 
breaching party’s failure to cure within five (5) business days of 
notice given, and if incurable, upon notice given. 
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 PSE may generally terminate the Colstrip Transmission System Purchase and    .    

Sale Agreement prior to closing: 

at any time after any final, non-appealable decision is made by the 
applicable governmental authority denying any required regulatory 
approval; or 

at any time after December 31, 2020, if the closing has not yet 
occurred. 

NorthWestern Energy  may generally terminate the Colstrip Transmission 

System Purchase and Sale Agreement prior to closing: 

if a fact, matter, condition, event or circumstance first disclosed in 
an update from PSE has had or would reasonably be expected to 
have a material adverse effect; 

at any time after any final, non-appealable decision is made by the 
applicable governmental authority denying any required regulatory 
approval;

at any time after December 31, 2020, if the Closing has not yet 
occurred;

at any time after December 31, 2020, if any order or decree by any 
federal or state court or governmental authority exists which would 
delay or otherwise impair the consummation of the sale of the 
Puget Transmission Assets; 

at any time if any other owner of the Colstrip Transmission System 
exercises a right of first refusal offered to it by PSE (pursuant to 
the terms of the Colstrip Project Transmission Agreement); or 

if PSE has failed to deliver to NorthWestern Energy the Right of 
First Refusal Resolution Notice within the time specified in the 
Colstrip Transmission System Purchase and Sale Agreement. 
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q. Effect of Termination

In the event of termination of the Colstrip Transmission System Purchase and Sale 

Agreement pursuant to its terms, 

all filings, applications and other submissions made to any 
governmental authority shall, to the extent practicable, be 
withdrawn from the governmental authority to which they were 
made; and 

except for those access and confidentiality obligations set forth in 
the access and confidentiality provisions of the agreement, neither 
PSE nor NorthWestern Energy shall have any further obligation 
under the agreement. 

There shall be no liability of any shareholder, partner, member, director, officer, 

employee, advisor or representative of PSE or NorthWestern Energy or any affiliate 

thereof or any other person (including any shareholder, partner, member, director, officer, 

employee, advisor or representative thereof) in connection with any liability or other 

obligation of PSE or NorthWestern Energy or any affiliate thereof, whether under the 

Colstrip Transmission System Purchase and Sale Agreement or otherwise in connection 

with the transactions contemplated by the Colstrip Transmission System Purchase and 

Sale Agreement. 

r. Dispute Resolution

In the event of a dispute between PSE or NorthWestern Energy under the Colstrip 

Transmission System Purchase and Sale Agreement, the parties will attempt to settle such 

dispute by mutual discussions. If any dispute is not resolved within thirty (30) days of receipt of 

a dispute notice, then, upon either party’s request, the dispute shall be finally and exclusively 

resolved by arbitration. The arbitration shall be held in accordance with the Commercial 
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Arbitration Rules of the American Arbitration Association, then in effect, except as modified by 

the Colstrip Transmission System Purchase and Sale Agreement. The arbitration shall be held, 

and the award shall be issued in Chicago, Illinois. 

Any arbitrator appointed shall be a retired judge, preferably from a Federal District Court 

or Federal Court of Appeals, or a practicing attorney with no less than twenty (20) years of 

experience and an experienced arbitrator and if possible shall have experience with disputes 

relating to electric power infrastructure. The arbitrator is not empowered to award damages in 

excess of compensatory damages, and each party hereby irrevocably waives any right to recover 

consequential, punitive, exemplary or similar damages with respect to any dispute. The 

arbitrator’s award shall allocate all costs of the arbitration, including the fees and expenses of the 

arbitrator and reasonable attorneys’ fees, costs and expert witness expenses of the parties. The 

award shall be final and binding on the Parties and may be enforced in any court having 

jurisdiction. 

s. Governing Law 

The Colstrip Transmission System Purchase and Sale Agreement is to be governed by, 

enforced, and interpreted in accordance with the laws of the State of Delaware without regard to 

principles of conflicts of laws. 

3. Material Terms of the NorthWestern Energy Power Purchase 
Agreement

The parties have agreed upon to use the WSPP Agreement as the master agreement from 

PSE’s purchases of power from NorthWestern Energy from Colstrip Unit 4 through 2025. The 

principal commercial terms of the WSPP Agreement are summarized below. 
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a. The WSPP Agreement in General

The WSPP Agreement represents a default standardized contract for electric power sales 

and physical options. If the parties to a WSPP transaction do not mutually agree to changes to the 

WSPP Agreement, the terms of the WSPP Agreement will control. The WSPP Agreement, 

however, provides parties with the flexibility on the major terms to modify the agreement, by 

their mutual agreement, to be applied to any WSPP transaction as discussed below. The WSPP 

Agreement, by its terms, only applies to transactions between WSPP members, such as PSE and 

NorthWestern Energy. The principal commercial terms of the WSPP Agreement are summarized 

below.

i. Product

The WSPP Agreement sets forth three basic produces in its service schedules. PSE and 

NorthWestern Energy have agreed to use Service Schedule B (Unit Commitment Service), which 

is a sale from a specified unit (i.e., Colstrip Unit 4) for a specified period (through 2025). Other 

than through force majeure, Unit Commitment Service may be curtailed based upon the 

following conditions: 

upon mutually agreed upon recall provisions; 

when all or a portion of the specified unit is unavailable; 

to prevent system separation during an emergency (provided that 
prudent alternatives to curtailment have been exhausted); 

for the seller (i.e., NorthWestern Energy) to meet its public utility 
or statutory obligations; or

due to the unavailability of transmission service. 

Exh. RJR-5C 
Page 91 of 378



Memorandum to the PSE Board of Directors 
October 21, 2019 
Page 73 of 78 

The stipulated damages provision applies to failures to deliver or to take Service Schedule B 

power unless the parties agree otherwise.  

ii. Force Majeure

Parties to a WSPP Agreement are required to exercise due diligence to overcome or avoid 

a force majeure event. A force majeure claim will not stand if a party’s failure of performance is 

due to causes arising out of its own negligence or due to causes which it could remove or 

remedy. There are special provisions governing an interruption in transmission service. First, if 

the parties agreed on a specific transmission path at the time of the transaction, obtained firm 

transmission, and that firm transmission was interrupted, that would be a force majeure event. 

Second, if the parties did not agree on a specific transmission path, and a party’s firm 

transmission was interrupted due to a force majeure event, then the party which booked the firm 

transmission may not declare force majeure if it could obtain alternate energy or means of 

delivering the energy to the delivery point. 

iii. Damages

No punitive or consequential damages are allowed under the WSPP Agreement. The only 

damages allowed are essentially to cover damages. For a seller’s failure to deliver, the seller will 

pay damages based on the purchaser’s replacement price less the original contract price plus the 

amount of additional transmission costs less transmission savings. For a purchaser’s failure to 

take service, the purchaser will pay damages based on the seller’s new contract price less the 

original sales price plus any additional net transmission charges the seller incurs. Each party has 

a duty to minimize damages in a commercially reasonable manner. 
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iv. Default

Events of default are defined in the agreement to include the following 

the failure to make payment (when the payment date has been 
missed) within two business days of notice to provide payment; 

failure to provide clear and good title or to have made accurate 
representations and warranties; 

institution of proceedings indicating bankruptcy or insolvency; or 

failure to provide adequate assurances of creditworthiness within 
three business days of demand for such assurances. 

In the event of default, the non-defaulting party may terminate all WSPP transactions between 

the parties so long as it exercises that right to terminate within thirty (30) days (or longer if the 

parties agree to an extension). Upon termination, liquidation of Service Schedule B transactions 

occur. Essentially, the value of the terminated transactions out to the date of termination will be 

estimated to determine the liquidated amounts plus costs associated with such termination. 

Revenues based on expected market prices, present valued, will be used in calculating the 

liquidation payments. 

v. Payment

Unless the parties agree to different payment dates, payments are to be received on the 

twentieth (20th) day of the invoicing month or the tenth (10th) day after receipt of the bill, 

whichever is later. Interest for late payments is one percent per month unless the parties agree to 

a different rate. In the event of a dispute, the entire bill shall be paid when due. Parties have two 

years to audit and dispute bills. 
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vi. Creditworthiness

If one party has a reasonable basis for questioning the other party’s creditworthiness or 

ability to perform, that party may require the other party to provide a letter of credit, a cash 

prepayment, collateral or security, a guarantee agreement, or some other mutually agreeable 

method of assuring performance. The second party has three business days to provide such 

assurances; failure to provide such assurances will be considered an event of default leading to 

termination and liquidation of all WSPP transactions between the parties. The second party’s 

obligations to provide a letter of credit, deposits, etc. will be limited to the level of damages 

which the party would owe for non-performance; i.e. cover. The agreement also lists certain 

events which would allow calling for reasonable assurance, including the following: 

knowledge that one party is failing to perform under other 
contracts;

a party exceeding any credit or trading limit; 

downgrading of debt below investment grade; and 

substantial changes in market prices which materially impact a 
party’s ability to perform. 

vii. Netting

Netting of payments is not required but is allowed under the WSPP Agreement. In order 

to facilitate matching of entities that wish to net, a member can execute the WSPP Netting 

Agreement (Exhibit A to the WSPP Agreement). If the counter-party has signed the 

WSPP Netting Agreement, then the parties will net. The members that have agreed to net are 

posted on the WSPP homepage. 
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viii. Taxes

Under the WSPP Agreement, the seller is liable for taxes to the delivery point, and the 

purchaser is liable for taxes from the delivery point. 

ix. Confidentiality

Terms of transactions shall be confidential under the WSPP Agreement unless disclosure 

is required in a regulatory proceeding or in any other litigation, must be provided to NERC or a 

regional reliability council, or the parties agree to allow disclosure. 

x. Performance, Title, and Warranties

The seller’s obligation is to sell and deliver to the delivery point(s) in accordance with the 

WSPP Agreement and the applicable confirmation agreement. Purchaser’s obligation is to 

receive and purchase at the delivery point in accordance with the WSPP Agreement and 

applicable confirmation agreement. Title to and risk of loss shall pass to purchaser at the delivery 

point. Seller warrants good title, free of liens or attachments but disclaims all other warranties 

including any warranty of merchantability or fitness for a particular purpose. 

xi. Mediation and Dispute Resolution

Before binding dispute resolution or any other litigation may proceed, the parties must 

engage in non-binding mediation. This can be a conference with the chairman of the WSPP 

Operating Committee and the WSPP General Counsel or it can be mediation with a mediator. If 

mediation fails, the parties must use binding dispute resolution to resolve disputes involving the 

calculation of the stipulated damages and liquidation amounts. For all other disputes, binding 

dispute resolution is discretionary. The WSPP dispute resolution process will use arbitrators who 
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will come from WSPP member companies as well as other sources. The procedures are set forth 

in Exhibit D to the WSPP Agreement. 

xii. Representations and Warranties

In general, parties to a WSPP Agreement warrant that they possess the necessary 

authority to enter into the transactions and to carry out the terms of the agreements. Each party 

also represents that it is solvent and that this representation is maintained until such time as 

notification is provided to the contrary. 

xiii. Forward Contracts Exception

The WSPP Agreement includes a forward contracts exception included for bankruptcy 

set-off purposes. 

xiv. Trade Option Exception

The WSPP Agreement includes a trade option exception to make clear that the physical 

options under the WSPP Agreement are exempted from regulation by the Commodity Futures 

Trading Commission. 

b. Confirmation between PSE and NorthWestern Energy

As previously discussed, the WSPP Agreement provides default standardized contract 

provisions for electric power sales and physical options, but parties to a transaction have the 

flexibility to modify the agreement, by their mutual agreement. Confirmation agreements include 

the specific terms to the transaction, including changes to the base WSPP Agreement to which 

the parties mutually agree. PSE and NorthWestern Energy have agreed upon a confirmation, the 

principal commercial terms of which are summarized below. 
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i. Term

The term of the confirmation requires deliveries of power to PSE from Colstrip Unit 4 

commencing on hour ending 0100 on June 1, 2020, through hour ending 2400 on May 15, 2025. 

This term is less than five (5) years. 

ii. Delivery Point

The high side of the 500 kV bus for Unit 4 in the Colstrip Switchyard, or, at 

NorthWestern Energy’s option and with prior notice to PSE, at Mid-C. For deliveries to the 

500 kV bus for Colstrip Unit 4, PSE will use its existing transmission rights to deliver the power 

to PSE’s retail customers. 

iii. Type of Service

The type of service is Unit Commitment Service from Colstrip Unit 4, Service 

Schedule B. 

iv. Contract Quantity

The contract quantity is up to ninety (90) MW per hour. 

v. Contract Price

Regardless of the delivery point, the contract price is the greater of (i) the Mid C Day-

Ahead Index Price for on-peak and off-peak periods, as applicable, as published by the 

Intercontinental Exchange for the applicable day of delivery and (ii) the marginal operating cost 

of Colstrip Unit 4. 
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List of Attachments 

1. U.S. Energy Information Administration, “More U.S. Coal-Fired Power Plants are
Decommissioning as Retirements Continue,” dated July 26, 2019

2. Thomson Reuters, “FACTBOX-U.S. Coal-Fired Power Plants Scheduled to Shut,” dated
August 16, 2019

3. Carbon Tracker, “42% of Global Coal Power Plants Run at a Loss,” dated November 30,
2018

4. Collection of Articles From the Billings Gazette Regarding the Westmoreland
Bankruptcy

5. Letter of Talen Montana, dated May 23, 2016, Resigning as Operator of Colstrip
Units 3 & 4

6. Letter of Talen Montana, dated June 19, 2017, Withdrawing Its Resignation as Operator
of Colstrip Units 3 & 4

7. Talen Montana Press Release, dated June 11, 2019, announcing the closure of Colstrip
Units 1 & 2

8. Collection of Articles From the Billings Gazette Regarding the Litigation Between
Talen Montana and PPL

9. 2019 Budget for Colstrip Units 3 & 4

10. Proposed 2020 Budget for Colstrip Units 3 & 4

11. List of Several Proposed Bills From The 2017 Montana Legislative Session That, If
Passed, Would Have Affected the Colstrip Generating Station

12. List of Several Proposed Bills From The 2019 Montana Legislative Session That, If
Passed, Would Have Affected the Colstrip Generating Station

13. Washington Clean Energy Transformation Act, Engrossed Second Substitute Senate
Bill 5116

14. Presentation to the PSE Board of Directors of the Initial Outline of the Proposal of

15. Term Sheet Regarding the Proposed
Previously Provided to the Board of Directors on May 9, 2019
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16. Tom Lutey, “‘Save Colstrip’ Plan Falls Through on Last Day of Montana Legislature,”
Billings Gazette, dated April 25, 2019

17. Initial Comparison of the Proposal of  to a
“Business as Usual” Scenario in Which PSE Continues to Own and Operate Its Existing
Shares of Colstrip Units 3 & 4 Through the End of Calendar Year 2025

18. PSE’s Initial Quantitative Analysis of the Deal Proposed by NorthWestern Energy
(Assuming No Hedging)

19. PSE’s Initial Quantitative Analysis of the Deal Proposed by NorthWestern Energy
(Assuming Hedging of the Net Reduction of 95 MW of Capacity)

20. Non-Binding Letter of Intent Between PSE and NorthWestern Energy

21. Materials Provided to the Board of Directors Regarding the Proposed Deal with
NorthWestern Energy

22. Summary of the Indicative Pricing and Terms of New Coal Supply Agreement with
Westmoreland Mining, dated August 26, 2019

23. Results of the Refined Quantitative Analysis of the Deal Proposed by NorthWestern
Energy Performed by PSE in Late August of 2019

24. Presentation to the Board of Directors, dated September 4, 2019, Regarding the Deal
Proposed by NorthWestern Energy

25. Results of the Refined Quantitative Analysis of the Deal Proposed by NorthWestern
Energy that Reflect the Indicative Pricing and Terms of a New Coal Supply Agreement
Conducted by PSE on September 11, 2019
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Today in Energy
July 26, 2019

More U.S. coal-fired power plants are decommissioning as retirements continue
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Source: U.S. Energy Information Administration, Annual Electric Generator Report and Preliminary Monthly Electric Generator
Inventory
Between 2010 and the first quarter of 2019, U.S. power companies announced the retirement of more than 546 coal-fired power units,
totaling about 102 gigawatts (GW) of generating capacity. Plant owners intend to retire another 17 GW of coal-fired capacity by 2025,
according to the U.S. Energy Information Administration’s (EIA) Preliminary Monthly Electric Generator Inventory. After a coal unit retires,
the power plant site goes through a complex, multi-year process that includes decommissioning, remediation, and redevelopment.

Coal-fired power plants in the United States remain under significant economic pressure. Many plant owners have retired their coal-fired
units because of relatively flat electricity demand growth and increased competition from natural gas and renewables. In 2018, plant
owners retired more than 13 GW of coal-fired generation capacity, which is the second-highest annual total for U.S. coal retirements in
EIA’s dataset; the highest total for coal retirements, at 15 GW, occurred in 2015.

The annual number of retired U.S. coal units has declined since 2015, and the configuration of retired coal capacity has changed. Coal-
fired units that retired after 2015 in the United States have generally been larger and younger than the units that retired before 2015. The
U.S. coal units that retired in 2018 had an average capacity of 350 megawatts (MW) and an average age of 46 years, compared with an
average capacity of 129 MW and average age of 56 years for the coal units that retired in 2015.
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During a coal-fired plant’s decommissioning process, the electric-generating equipment—such as precipitators, boilers, turbines, and
generators—are shut down and operating permits are terminated. Unused coal and materials associated with both the generation
process and the buildings and structures are removed. The electric-generating equipment may be used at other plants or sold as scrap.

Unlike nuclear plant decommissioning, which is closely regulated by the Nuclear Regulatory Commission, the physical process of
decommissioning a coal-fired power plant is not as firmly regulated in terms of specific procedure. The time required to physically
decommission a coal-fired power plant varies and sometimes overlaps with remediation and redevelopment.

Source: U.S. Environmental Protection Agency
Remediation involves cleaning up hazardous materials to meet federal and state requirements. Remediation of coal combustion
residuals (CCR), commonly known as coal ash, is the primary focus in coal plant decommissioning because it is one of the largest U.S.
industrial waste streams. CCR can be disposed in onsite landfills or surface impoundments, known as coal ash ponds. CCR also can be
moved offsite to be recycled into products such as concrete or wallboard.

The redevelopment of a decommissioned coal-fired plant may involve repurposing the site for another generation technology or some
other commercial, industrial, or municipal application. Coal-fired power plants typically occupy land in or near downtown areas or along
rivers, and they usually have access to railways, roadways, water, sewers, and other infrastructure.

Repowering a plant with natural gas-fired technology, such as a combined-cycle natural gas turbine plant, requires significantly less
space than coal-fired configurations, which could cover hundreds of acres. Repowering a former coal-fired plant with natural gas-fired
elements is a viable option for power providers because much of the critical infrastructure is already in place, including transmission lines,
substations, and water.

Principal contributors: Slade Johnson, Kien Chau
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Press Releases

42% of global coal power plants run at a loss,
nds world- rst study

30 November 2018

Home /  News & Events /  Press Releases /  42% of global coal power plants run at a loss, nds world- rst study

New wind and solar will be cheaper than 96% of existing coal
power by 2030

LONDON, November 30 – Two-fifths of the world’s coal power stations are

already running at a loss, finds Carbon Tracker in a unique study released today

which challenges the need for new coal generation and shows that it makes

economic sense to close plants in line with the Paris Climate Agreement.

The financial think tank has carried out the first global analysis of the

profitability of 6,685 coal plants worldwide, representing 95% (1900GW) of all

operating capacity and 90% (220GW) of capacity under construction, and has

published the results in a new coal power economics portal. The portal can be

viewed here once embargo lifts: www.carbontracker.org/reports/coal-portal/
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The unique, free-to-use online tool will be updated regularly, helping investors,

policymakers and civil society develop economically rational plans to close coal

plants and to understand the financial risk if they continue to operate. The UN’s

Intergovernmental Panel on Climate Change says at least 59% of coal power

worldwide must be retired by 2030 to limit global warming to 1.5°C and many

countries have set phase-out dates.

Powering down coal: Navigating the economic and financial risks in the last

years of coal power and the portal are the result of a two-year modelling

exercise. Carbon Tracker finds that:

42% of global coal capacity is already unprofitable because of high fuel costs;

by 2040 that could reach 72% as existing carbon pricing and air pollution

regulations drive up costs while the price of onshore wind and solar power

continues to fall; any future regulation would make coal power still more

unprofitable;

it costs more to run 35% of coal power plants than to build new renewable

generation; by 2030 building new renewables will be cheaper than continuing

to operate 96% of today’s existing and planned coal plants.

China could save $389 billion by closing plants in line with the Paris Climate

Agreement instead of pursuing business as usual plans; the EU could save $89

billion; the US could save $78 billion; and Russia could save $20 billion.

pppooolllllliiiiiicccyyymmmaaakkkkkkeeerrrsss aaannndddddd ccciiiiiivvviiiiiillllll sssoooccciiiiiieeettttttyyy ddddddeeevvveeelllllloooppp eeecccooonnnooommmiiiiiicccaaallllllllllllyyy rrraaattttttiiiiiiooonnnaaallllll pppllllllaaannnsss ttttttooo cccllllllooossseee cccoooaaallllll
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Matt Gray, head of power and utilities at Carbon Tracker and co-author of the

report, said:

“The narrative is quickly changing from how much do we
invest in new coal capacity to how do we shut down
existing capacity in a way that minimises losses. This
analysis provides a blueprint for policymakers, investors
and civil society.”

The report warns that utilities and their shareholders are exposed to ssttrraannddeedd

aasssseett risk in liberalised markets, such as much of Europe and parts of the US,

where power generators are subject to competition. Coal plants will be forced to

shut unless they can secure government subsidies or a delay or reduction in

environmental regulations.

However, it is the state which ultimately underwrites investment risk in

regulated markets, where coal is sheltered from competition. In countries such

as China, India, Japan and parts of the US governments typically approve the

cost of generation and pass it on to consumers. Backing coal in the long-term

will threaten economic competitiveness and public finances, because politicians

will be forced to choose between subsidising coal power or increasing power

prices for consumers.

Consumers and taxpayers are keeping coal profitable in [many] regulated

markets by picking up the bill to support uneconomic coal plants. A phase-out

could save them billions, but would hit coal owners’ profits. If plants are closed

in line with the Paris Agreement the industry could lose $92 billion in South

rrreeepppooorrrtttttt sssaaaiiiiiidddddd:::
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Korea, $76 billion in India and $51 billion in South Africa, compared with business

as usual supported by the state.

Carbon Tracker says governments should phase out coal in an orderly manner

and develop plans to close the least economic plants first. When it is cheaper to

build new renewables and gas than to build new coal power, they should ban

investments in new coal power. This point has already been reached in Europe,

the US, India and parts of Latin America.

When it is cheaper to build new renewables and gas cost less than to continue

running existing coal plants, they should implement a coal phase out. This

appears imminent in Germany the US and other nations, where solar PV and

onshore wind has undercut coal in power auctions in 2018.

Sebastian Ljungwaldh, Carbon Tracker energy analyst and co-author, said:

“Our analysis shows a least-cost power system without
coal should be seen as an economic inevitability rather
than a clean and green nicety.”

Country Operating and under construction capacity (GW) Capacity-weighted

average gross profitability ($/MWh) Year new renewables outcompete new coal

Percentage of total coal capacity with a higher running cost than new

renewables (%) Stranded asset risk under below 2°C scenario ($/bln) 2018 2030

2018 2030

aaasss uuusssuuuaaallllll sssuuuppppppooorrrtttttteeedddddd bbbbbbyyy tttttthhhhhheee sssttttttaaatttttteee
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Please see the full report for commentary on individual countries and a more

detailed table which also lists the three companies most exposed in each

country.

Carbon Tracker developed a revolutionary new method to assess the profitability

of coal plants in countries like China with big fossil fuel power industries but

inadequate information about plant activity. It used satellite images and

advanced machine learning to estimate the activity of each plant, a technique
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found to be more than 90% accurate when trialled against known data in the US

and EU.

Laurence Watson, Carbon Tracker data scientist and co-author, said: “Our coal

portal offers a powerful response to those governments and asset owners who

are unwilling or unable to disclose timely and accurate data.”

Methodology

Carbon Tracker assessed the profitability of each coal plant based on its

operating costs, taking into account fuel, maintenance costs, investment

needed to meet environmental standards, and carbon pricing where relevant.

These costs only include existing and ratified carbon pricing and air pollution

policies.

Its modelling uses the International Energy Agency’s “Beyond 2°C Scenario”

(B2DS), which phases out all coal power in the EU by 2030, in the US by 2035,

and worldwide by 2040, and gives a 50% chance of limiting global warming to

1.75°C.

It compared the long-run operating cost of each coal plant with the levelised

cost of onshore wind and utility-scale solar PV, based on long-term price trends

and B2DS forecasts for the growth of these technologies.

It compared coal owners’ business as usual plans with the B2DS. By assessing

the operating cost of each plant and assuming the least economic will close

first, it is able to establish a rational closure programme and identify which are

most exposed in a B2DS scenario.

aaannndddddd EEEEEEUUUUUU
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This website is maintained by Carbon Tracker Initiative Limited (No. 06888857) set-up to share new thinking on climate risk and funded by a range of European
and American foundations.

Please refer to our terms of use and our pprivacyy and cookie ppolicyy. © 2014 Carbon Tracker Initiative. Investor Watch 2010. All Rights Reserved.
Site by Digital Agencyy, Mediablaze Group
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Westmoreland Coal Co., with mines in Montana, les for
bankruptcy
SAM WILSON swilson@billingsgazette.com  Oct 9, 2018
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In May 2008 a dragline crane operates at Westmoreland Coal Company's Absaloka mine northeast of Hardin on the

Crow Indian Reservation.

Billings Gazette le photo
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Westmoreland Coal Co., the Colorado-based owner of three coal mines in Montana,
filed for bankruptcy protection in federal court Tuesday.

Westmoreland owns the massive Rosebud Mine, which supplies coal to Colstrip's power
plant, as well as the Absaloka Mine, a major source of revenue and well-paying jobs for
the Crow Tribe. It owns a third, smaller mine in Savage, near the North Dakota border.

The company announced Tuesday in a press release that it has reached a restructuring
support agreement with a majority of its lenders. An affiliated partnership,
Westmoreland Resource Partners, also filed for Chapter 11 bankruptcy on Tuesday.

The company's bankruptcy filing claims more than $1.4 billion in debt and total assets
of $770 million, as of Aug. 31. Among the top creditors listed in the filing is the Bureau
of Indian Affairs, which is owed $1.8 million, and former Westmoreland CEO Kevin
Paprzycki, who stepped down in late 2017 and is owed more than $1.1 million.

“After months of thoughtful and productive conversations with our creditors, we have
developed a plan that allows Westmoreland to operate as usual while positioning
Westmoreland for long-term success,” Westmoreland's interim CEO, Michael
Hutchinson, stated in a press release.
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The company announced earlier this year in its annual financial report that it was
considering filing for bankruptcy.

“We may seek protection from our creditors under Chapter 11 of the United States
Bankruptcy Code, or an involuntary petition for bankruptcy may be filed against us,”
Westmoreland stated in its annual report, which was filed late in April. “Either of which
could have a material adverse impact on our business, financial condition, results of
operations and cash flows and could place our shareholders at significant risk of losing
all of their investment in our shares.”

It's unclear what, if any, impact the bankruptcy will have on the sprawling Rosebud
Mine outside the town of Colstrip. Westmoreland’s press release stated that its
“financing is sufficient to continue operating its mines in the normal course of business”
and that it “anticipates no staff reductions” as a result of the filing.

The Westmoreland coal mines supply the Colstrip power plants.

LARRY MAYER, Gazette Staff
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The company is pursuing federal and state permits to expand the life of the mine. The
state permit application is asking for a 15,000-acre expansion that would allow the
company to extract an additional 104 million tons of coal through 2047.

The company's most recent annual report also noted that the company did not have coal
sale contracts beyond 2019 at the time. Westmoreland officials have, however, indicated
they've been working to renegotiate contracts with the Colstrip power plant.

A spokeswoman for Westmoreland declined to comment specifically on the company's
Montana operations, but said the bankruptcy would have no immediate effect on the
company's mining plans.

"We're continuing with our stated plans from before, and we have the capital secured,"
Kristin Cole said Tuesday afternoon.

DEQ spokeswoman Kristy Ponozzo did not return phone messages Tuesday.

Environmental groups were quick to seize on the news, warning that a bankruptcy could
leave the state on the hook for cleanup costs at the mines. New mines in Montana are
required to post bonds covering the estimated cleanup costs prior to operating, but
Montana Environmental Information Center Deputy Director Anne Hedges accused the
DEQ of historically underestimating those costs.

“We hope that the state holds sufficient funds for each of Westmoreland’s three Montana
mines that declared bankruptcy today,” Hedges said in an email Tuesday.

Crow Chairman Alvin "A.J" Not Afraid said last week the tribe had reached a five-year
deal to continue the company's mining operations on the reservation.

"Today we met with the mining company, Westmoreland," Not Afraid said in a video
address released by his office Oct. 5. "We also found out that the mine is secured for
another five years."
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He said that would ensure the viability of tribal programs including per-capita royalties
disbursed to tribal members and monthly elder assistance payments. His address did not
include any details of the new five-year contract.

The Absaloka Mine, a more than 10,000-acre subsurface mine near Hardin, has leased
reserves from the Crow Tribe since 1974, according to the company's website. The
mine's production capacity is 7.5 million tons of coal per year, the website states.

Westmoreland threatened to shutter the tribe's mine in 2016, when it asked Crow leaders
to agree to cut its share of coal proceeds at the mine. The tribe agreed to cut its tribal
severance tax by 85 cents a ton through the end of 2016 and then by $1.10 a ton from
January 2017 to December 2018.

A 40-cent-per-ton cut to tribal gross proceeds was also granted to keep the mine afloat.

Coal production has been declining nationwide in recent years, as utilities have moved
to cheaper natural gas and respond to customer demands for cleaner renewable energy.
Montana’s share of coal production reached its lowest point in a decade in 2016, but has
since increased moderately.

The bankruptcy announcement is far from a death knell for Westmoreland’s mines in
Montana, particularly because it isn’t clear where the company’s largest liabilities stem
from, said Patrick Barkey, an economist and the director of the University of Montana’s
Bureau of Business and Economic Research.
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The Rosebud Mine’s combination of high-quality coal and more mechanized production
than other mines could help keep it competitive despite the question marks surrounding
the neighboring Colstrip plant’s lifespan. Its owners have stated they plan to close two
of the four units at the plant by 2022, and the remaining two could shut down as early as
2027.

“There’s different paths (in bankruptcy) ranging from reorganization to liquidation,”
Barkey said. “As it stands, the Rosebud Mine, that’s an asset that you would think
would be preserved in any case.”

But the economic impacts of closing the mine could be devastating for the community
and the state, he said.

“If it can no longer operate, that’s a mammoth event,” Barkey said. “It has so many
consequences downstream. But I think that’s really jumping off the ledge a little
prematurely.”

Westmoreland also owns mines in five U.S. states and in Canada. The company’s press
release Tuesday stated that its Canadian operations will be excluded from the
bankruptcy proceedings.

The news had sliced the company's share price in half within an hour of markets
opening Thursday, with shares closing at 7 cents, down by 42 percent, at the end of
trading Tuesday. As recently as February, Westmoreland's stock had been selling for 55
cents a share.
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MORE INFORMATION

Post-Colstrip economy will be rough for all of Montana, state Chamber of Commerce says

Here's a look at the state of Montana's energy industry ahead of Billings summit

Colstrip operating fully after unit shutdowns due to air pollution problems

Trump's coal-friendly pollution rules get mixed reviews in Montana, may not save Colstrip

Montana coal mines see 3-million-ton upturn

Power plants burning Montana coal could drop from 50 to 14 in less than 2 decades

Montana Public Service Commission agrees to sale of Colstrip power plant owner

Daines, Gianforte see hope for Colstrip in Trump protection of coal, nuclear power

At Billings summit, speakers aim not just for energy independence, but for energy dominance

Trump administration considers using US military bases to ship coal, gas to Asia

Colstrip operator sues former owner PPL to cover worker pensions, cleanup obligations

Gianforte, Rosendale running on the Crow agenda, tribal chairman says during endorsement

Montana expected to allow coal mine expansion, despite company's bankruptcy

'Life-or-death' warning: Major study says world has just 11 years to avoid climate change
catastrophe
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Sam Wilson
Morning Reporter

General assignment reporter for the Billings Gazette.

Bankruptcy auction set for Rosebud Mine, sole supplier of coal to Colstrip

Feds object to bankruptcy plan proposed by owner of 3 Montana coal mines

13 of Colstrip co-owner Paci Corp's 22 coal power plants are uneconomical

Coal's decline a sticky problem for Eastern Montana sugar
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Bankruptcy auction set for Rosebud Mine, sole supplier
of coal to Colstrip
By TOM LUTEY tlutey@billingsgazette.com  Nov 17, 2018
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The Western Energy Company runs four huge draglines at its Rosebud Mine operation.

MICHAEL GALLACHER, Missoulian
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The lone source of coal for the Colstrip power plant has been scheduled for bankruptcy
auction in late January.

Rosebud Mine will be auctioned Jan. 22, if necessary, to help pay the debts of
Westmoreland Coal Co., which owns the mine. The United States Bankruptcy Court
Southern District of Texas on Thursday set terms for the auction, which the Colorado-
based coal company had requested in October.

Westmoreland did not respond to interview requests Friday by Lee Montana
Newspapers. The company filed for bankruptcy Oct. 8, indicating that it had more than
$1.4 billion in debt and assets of $770 million.

The future of the mine has sparked concern from environmentalists and Colstrip power
plant owners.

Montana’s state government is in the process of approving a 10-square mile expansion
of Rosebud Mine, not knowing who the actual developer might be after a sale. This
week, Billings-based Northern Plains Resource Council asked the state Department of
Environmental Quality to stop the permitting process at least until the developer is
identified. Northern Plains earlier in the week also identified more than 50 springs it
said would be destroyed by the mine expansion.

"First and foremost, the state must take a hard look at the financial stability of any
buyer,” said Mark Fix, past chair of Northern Plains and Tongue River rancher. “They
must also require appropriate bonding to cover responsible reclamation and ensure that
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existing collective bargaining agreements are honored. In short, southeastern Montana's
workers and landscapes shouldn't be traded away to benefit the industry's bottom line."

The auction comes as the four-unit Colstrip power plant’s contract for Rosebud Mine
coal winds down. The current agreement guarantees coal at least through 2019. Four
utilities with 70 percent ownership in Colstrip Units 3 and 4 have expressed concern
about not having coal if a buyer of Westmoreland’s assets opts to mine coal at Rosebud,
or not mine enough to feed Units 3 and 4.

The utilities are Puget Sound Energy and Avista Corp., of Washington; and Oregon
utilities PacifiCorp and Portland General Electric. The four petitioned the court
collectively as Northwest Colstrip Owners, or NWCO.

“Should the Rosebud Mine shut down, or materially reduce its output during the
debtor’s cases, NWCO’s ability to operate the Colstrip plants would be jeopardized,
which in turn would impact the ability of NWCO to generate electricity for its
customers,” the utilities said in an objection to the sale.

News of the last several weeks have been troubling both for the mine and the power
plant.

Colstrip operator and partial owner Talen Energy said in an October lawsuit that it will
be financially challenging to honor its environmental cleanup obligations at the power
plant, as well as its commitment to employee benefits. The company indicated that its
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predecessor, PPL, hadn’t handed down enough funding to cover those costs. Talen is
suing PPL, which said there’s no merit to Talen’s claims.

The Rosebud Mine expansion was given preliminary approval by the state of Montana
just three days before Westmoreland filed for bankruptcy. The Department of
Environmental Quality said earlier this week that it would have been prejudicial to
reject the mine expansion because of the bankruptcy. The mine employs about 300
people.

The cleanup bond for the expansion was set for $13.7 million, a price that struck the
Montana Environmental Information Center as too low, increasing the likelihood that
state taxpayers would someday be required to pay the difference. DEQ countered that
the bond was for only the first five years of development at the expansion site.

Ten days after the bankruptcy and 13 days after getting preliminary approval to expand
Rosebud, Westmoreland asked the court for permission to sell the mine, as well as San
Juan mine in New Mexico. Both Rosebud and San Juan serve nearby power plants.

In its sale request, Westmoreland also identified its mining interests in Canada as part of
the core assets it hoped to auction through a stalking horse sale, which is a process that
allows a minimum bid amount to be set ahead of open sale.

MORE INFORMATION
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Tom Lutey
Agriculture and Politics Reporter

Montana expected to allow coal mine expansion, despite company's bankruptcy

Montana mines more coal, despite tough economy

Colstrip operator sues former owner PPL to cover worker pensions, cleanup obligations

Gazette opinion: New litigation complicates Colstrip’s future

California man gets prison for selling meth in Montana

Montana mine expansion advances amid owner's bankruptcy

Miles City BLM heads back to the drawing board on coal plan

Former Colstrip owner PPL sues Talen Energy over cleanup and pension costs

Feds object to bankruptcy plan proposed by owner of 3 Montana coal mines

$5M to help Colstrip transition away from coal in jeopardy as utility merger crumbles

13 of Colstrip co-owner Paci Corp's 22 coal power plants are uneconomical

Westmoreland Coal Co., with mines in Montana, les for bankruptcy

+2
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Politics and agriculture reporter for The Billings Gazette.
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No bids to buy mines in Montana, Wyoming from
bankrupt coal company
By TOM LUTEY tlutey@billingsgazette.com  Jan 24, 2019
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There were no qualified buyers for Westmoreland Coal Co. mines this week, leaving the
assets to creditors pending February court hearing.

The sale, which included the Rosebud Mine, the lone coal source for the Colstrip power
plant, was intended to solicit purchase offers for Westmoreland’s mines, while creditors
waited in the wings with a minimum “stalking horse” bid.

Colorado-base Westmoreland identified more than 40 parties last summer that it
considered potential buyers, but no purchase offers resulted. The company filed for
bankruptcy last October.
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No one came forward with an acceptable offer and now creditors are positioned to take
both the core assets, like Rosebud, and several non-core assets like the Absaloka mine
near Crow Agency.

But the transfer to creditors is not a done deal. Westmoreland needs to convince the U.S.
Bankruptcy Court, Southern District of Texas on Feb. 4 to discard the coal company’s
roughly $329 million in unsecured pension and benefits obligation owed mostly to the
members of United Mine Workers.

Creditors aren't interested in assuming the pension burden. UMW represents the miners
at Westmoreland's mine in Kemmerer, Wyoming. There have been no objections to the
pension and benefits plans attached to Westmoreland's Montana mines, although that
debt is also unsecured. 

If the court won’t allow Westmorland to cut ties to the Mine Workers’ pension and
benefits debt, then the sale isn’t likely, said Kristin Cole, a Westmoreland spokesperson.

“If that’s not approved on Feb. 4, then there will be a larger reassessment,” Cole said.

Mines in the deal currently include the Absaloka, Rosebud and Savage mines in
Montana, along with the coal company’s mines in Wyoming and New Mexico. The
Montana mines employ 423 active union employees. An unidentified holding company
has offered to buy Buckingham coal mine in Ohio and 15 other Midwestern properties.
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Utilities who own the Colstrip power plant have told the court they're concerned about
Westmoreland selling Rosebud mine to a buyer who won't be obligated to continue
delivering coal to the power plant.

The company filed for bankruptcy Oct. 8, indicating that it had more than $1.4 billion in
debt and assets of $770 million.

Montana’s state government is in the process of approving a 10-square mile
expansion of Rosebud Mine, not knowing who the actual developer may be after a sale.
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Washington state lawmakers eyeing earlier closure of Colstrip

Montana claims against Westmoreland Coal total $5 million

Miners balk at management retention bonuses as Westmoreland pensions go unsecured

As NorthWestern makes power plans, consumers demand renewable energy

Bringing light to ight: Airway beacons near Butte headed for national register

House committee hears proposal to prohibit minors from texting while driving

Ending showdown with Pelosi, Trump postpones State of Union until shutdown ends

Billings snowfall above average after getting more than a foot

Is hemp Wyoming's next emerging industry? Some legislators think so.

1 dead when train hits truck between Belgrade and Manhattan

Montana woman hit, killed by Jeep while trying to move disabled car

Wyoming lawmakers want to sue Washington state over coal again

Some in Wyoming want to force utilities to sell coal plants instead of closing them

Bill aimed at 'saving Colstrip' by buying power plant draws re
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Tom Lutey
Agriculture and Politics Reporter

Politics and agriculture reporter for The Billings Gazette.

Natural gas pipeline proposed for northwest North Dakota

Westmoreland moves to end coal contract with Colstrip

Colstrip ash pond cleanup could cost $700M, Montana DEQ says

Gazette opinion: Zolnikov's committee protects the public, raises right questions for Colstrip's future

Colstrip legislator plans DC trip to save power plant

Environmentalist coal executive behind bid for Westmoreland mine in Wyoming

MDU to shutter Eastern Montana coal power plant in 2020

Rosebud Mine, post bankruptcy, is stable until year's end

Hundreds of Colstrip mining jobs at stake as power plant owner seeks new coal supplier
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Westmoreland moves to end coal contract with Colstrip
By TOM LUTEY tlutey@billingsgazette.com  Jan 29, 2019
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The Western Energy Company runs four huge draglines at its Rosebud Mine operation.

MICHAEL GALLACHER, Missoulian

Plans are in the works to end the supply contract between Colstrip power plant and the
coal mine that’s kept it firing for more than 40 years.
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Ending the contract could result in the power plant shutting down, utility owners said,
either because the power plant lost its only coal source, or because a new agreement
with higher coal prices made Colstrip uneconomical.

Owners of the four-unit southeast Montana power plant filed objections Friday in U.S.
Bankruptcy Court, where debt-plagued Westmoreland Coal Co. is trying to pass
Rosebud Mine to creditors. The mine is practically across the street from the power
plant.

The power plant owners Puget Sound Energy, Avista Corp., NorthWestern Energy,
PacifiCorp, Portland General Electric and Talen Energy had balked at an earlier supply
offer from Westmoreland. Now they're being told to take the deal or else.

“Westmoreland’s most recent offer to the Colstrip owners would very likely make
operation of Colstrip Units 3 and 4 uneconomic for not only Talen Montana but all of
the fellow Colstrip owners,” said Taryne Williams, of Talen Energy, a power plant co-
owner, who also keeps Colstrip running. Units 3 and 4 are the power plant’s workhorse
units with the longest life expectancy.

“Additionally, while at the present time, there has been no decision to shut down Units 1
and 2 prior to the previously announced closure date of July 1, 2022, we continue to
experience financial challenges related to keeping the units open,” Williams aid.

There are already concerns about Colstrip power plant's operating costs and mine
bankruptcy in Washington State, where 1.8 million customers receive Colstrip power.
Regulators have voiced concerns about the risks feeding Colstrip power plant from a
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single mine.

Colstrip power plant is exclusively fed Rosebud coal — it’s designed for it, according to
NorthWestern Energy. Montana’s largest monopoly utility, NorthWestern told the court
that it would take up to three years of planning and permitting to begin feeding Colstrip
with coal from another mine. During that time, the power plant would be shut down.

“If the Court allows (Westmoreland) to reject the Coal Supply Agreement, the Colstrip
Complex will cease operation, and the Units will shut down and cease generating
electricity in the middle of the Montana winter,” NorthWestern told the bankruptcy
court. “The Colstrip Co-Owners will not be able to replace the coal supply right away,
and the Units will close.”

The balance of electricity in the Pacific Northwest will be at risk, NorthWestern said.

“The Rosebud Mine is the only viable source of fuel for the Colstrip units,” said Grant
Ringel, of Puget Sound Energy. “There are existing permit conditions that require local
coal to be burned in those units.”

Puget evenly splits ownership of Units 1 and 2 with Talen and has 25 percent ownership
of Units 3 and 4, making the Seattle-area utility Colstrip’s largest stakeholder. Asked if
higher coal prices could push Units 1 and 2 into earlier retirement, Ringel said it would
be challenging.

“The Colstrip units are under strong economic pressure from other sources of electric
generation, especially natural gas. Anything that raises costs for Colstrip further
weakens their competitiveness,” Ringel said.

Talen is the most vulnerable of the utility owners to a rise in coal prices. The
Pennsylvania-based utility sells its power on the open market, where cheap electricity
generated by natural gas or renewable energy are already eroding coal’s
competitiveness. A decade ago, coal-power accounted for 40 percent of U.S. electricity,
but today that number has fallen into the 28 percent according to the U.S. Energy
Information Administration. In 2018, U.S. coal consumption fell to its lowest point in
39 years, EIA reports.
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“Talen Montana has made hard-won progress to improve the financial condition of
Units 1 and 2. However, if Westmoreland rejects our current contract or increases our
cost, the financial issues associated with the operation of Units 1 and 2 will likely get
worse,” Williams said.

Talen aside, the other five Colstrip owners are regulated utilities with captive customers
who pay higher-than-market prices, though they would need approval by state regulators
to pass on higher coal costs to customers. Some regulators have already expressed
concern about the price of Colstrip power.

It’s unlikely Rosebud Mine coal would go anywhere other than Colstrip power plant,
said Seth Feaster, data analyst for the Institute for Energy Economics and Financial
Analysis. The most likely non-Colstrip buyers for Rosebud Mine coal are probably in
the Asian Pacific, where Powder River Basin companies like Cloud Peak and Aubre
Energy already ship coal more affordably than Rosebud would.

The mine’s more probable play is leveraging a higher price from the Colstrip power
plant. The challenge is raising coal prices without driving utilities toward gas or
renewable energy, Feaster said.

“Coal companies depend on the power industry, but the power industry really doesn’t
depend as much on coal,” Feaster said. “The coal companies are in a really bad spot
because the moment they raise prices, the power companies are going to switch to
something else. But if they don’t raise prices, their financial health is in peril.”
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Westmoreland filed for bankruptcy in October. The Colorado-based company, with three
mines and 423 union employees in Montana, claimed more than $1.4 billion in debt and
total assets of $770 million as of Aug. 31, 2018.

The company attempted to solicit bids from qualified buyers earlier this month, but
received no offers other than the minimum bid from creditors pre-set to make sure
Westmoreland’s debts were paid.

No buyer came forward with an acceptable offer, and now creditors are positioned to
take both the core assets, like Rosebud, and several non-core assets, like the Absaloka
mine near Crow Agency.

The supply contract to Colstrip power plant isn’t the only agreement Westmoreland and
its creditors seek to nullify.

Westmoreland needs to convince the U.S. Bankruptcy Court in the Southern District of
Texas on Monday to discard the coal company’s roughly $329 million in unsecured
pension and benefits obligations owed mostly to the members of United Mine Workers.
Creditors aren’t willing to acquire the mining company’s Wyoming assets with the
pensions in tow.

There have been no objections to the pension and benefits plans attached to
Westmoreland's Montana mines, although that debt is also unsecured. The Montana
mines—Absaloka, Rosebud and Savage—are organized under the United Operating
Engineers Local 400, which isn't represented in the bankruptcy.

Age, consumer concerns about climate change, and competition from natural gas and
renewable energy are working against Colstrip power plant.

Four of the power plant’s six utility owners are poised to move away from coal power
within eight to 10 years. In Washington State, the Legislature and governor are
considering a ban  on coal power by 2025.
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MORE INFORMATION

Washington state lawmakers eyeing earlier closure of Colstrip

Montana claims against Westmoreland Coal total $5 million

Bill aimed at 'saving Colstrip' by buying power plant draws re

Horse euthanized after injury during Montana skijoring race

Colstrip ash pond cleanup could cost $700M, Montana DEQ says

Cleanup of coal train derailment near Bozeman could take weeks

Anadarko to explore Powder River Basin in 2019

No bids to buy mines in Montana, Wyoming from bankrupt coal company
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Tom Lutey
Agriculture and Politics Reporter

Politics and agriculture reporter for The Billings Gazette.

Gazette opinion: Zolnikov's committee protects the public, raises right questions for Colstrip's future

U.S. must reconsider climate impacts of Montana's largest coal mine, judge says

Colstrip legislator plans DC trip to save power plant

Environmentalist coal executive behind bid for Westmoreland mine in Wyoming

Avista accelerates preparations for Colstrip exit

MDU to shutter Eastern Montana coal power plant in 2020

GOP lawmakers rally behind 'save Colstrip' bill

Rosebud Mine sale approved by bankruptcy court

Rosebud Mine, post bankruptcy, is stable until year's end
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2019 LEGISLATIVE SESSION

Colstrip moves to cut ties with Rosebud Mine as
Westmoreland falters
By TOM LUTEY tlutey@billingsgazette.com  Feb 16, 2019

Ankney
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Once unthinkable, Colstrip power plant and Rosebud Mine soon could be legally
separated as utilities and lawmakers conspire on a future without Westmoreland Coal
Co.

In the Senate Natural Resources Committee on Friday, Sen. Duane Ankney, R-Colstrip,
and two power plant shareholders revealed plans to replace Rosebud Mine coal with
fuel from an unidentified source, though most likely a coal mine in Wyoming or
southeast Montana.
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The state Department of Environmental Quality is busy permitting a coal unloading
facility so the power plant can begin unloading coal train cars. And there’s a bill to
provide state loans to the power plant’s six large utility owners to pay for it.

Westmoreland Coal Co. is going through bankruptcy, meaning that Rosebud Mine could
be under new ownership by spring. The company and its creditors have indicated they
will not keep the mine’s supply contract with Colstrip power plant, which has Colstrip’s
utility owners scrambling for different coal. Although it was suggested Friday that the
bills and permitting were just a ruse to force Rosebud Mine’s future owners to negotiate.

Friday, Ankney tried to persuade lawmakers to separate the power plant from the mine.
Since 1975, the power plant and the mine have been legally connected like conjoined
twins. Montana law says the power plant has to burn Rosebud coal.

Specifically, Colstrip Units 3 and 4, the youngest and biggest generators in the four-unit
complex, are obligated to burn Rosebud coal, explained Mark Taylor of Talen Energy.

“Units 3 and 4 at Colstrip are required to use Rosebud Mine coal, and given that some
of the uncertainties associated with Colstrip’s fuel source, we felt it incumbent upon us
to initiate the process to explore alternatives out there in the marketplace,” Taylor said.

During their testimony in Westmoreland's bankruptcy, the power plant's owners, Talen,
NorthWestern Energy, Puget Sound Energy, Avista Corp., Portland General Electric and
PacifiCorp, insisted that higher Rosebud coal prices could be cause for shutting down
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the power plant. NorthWestern argues that getting the power plant approved for coal
from another mine could take a couple of years, during which Colstrip would be idle
and perhaps never reopen.

The current coal contract between the mine and power plant expires in 2019. For more
than a year negotiations for a new price have continued, with no agreement reached.

Already there are plans to close Units 1 and 2 within four years to settle an air pollution
lawsuit. Washington state, where Puget, Avista and PacifiCorp do business, is
considering banning coal power by 2025. In Oregon PacifiCorp is legally blocked from
selling coal power after 2030, and Portland General Electric must do the same by 2035.
Concerns about climate change are driving those deadlines.

Two of Colstrip power plant’s owners, Puget and Avista, plan to be financially ready to
shutter Colstrip eight years from now, in 2027.

But the future of Rosebud Mine is the more immediate concern.

“We’ve all read in the papers what’s going on with Westmoreland and I think to secure
an alternate fuel source if need be,” Ankney said explaining the reason for the bill.
Cutting ties with the power plant would also mean letting Rosebud’s only customer shop
around. The mine employs about 300 people. Ankney said he didn’t take the move
lightly.
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“I spent 32 years in that mine. The last thing I’d like to see is for them to have to go
somewhere else to get the coal,” Ankney said. “What’s worse than that is if they can’t
get any coal and the power plant has to close. That wouldn’t serve anybody in this body
one bit because there’s a little bit of coal dust on every dollar we spend up here.”

The senator said Wyoming coal would be an unlikely replacement because of rail cost.
Colstrip has a big appetite. It’s the second largest coal-fired power plant in the West and
consumes 10 million to 13 million tons of coal a year. Based on U.S. Energy
Information Administration mine data, there’s only one Montana coal producer big
enough to meet that kind of demand, Cloud Peak Energy’s Spring Creek Mine, which is
about 70 miles away. Rosebud and Colstrip power plant are neighbors.

But distance wouldn’t be the only change. Cloud Peak’s mines are non-union.
Rosebud’s miners belong to the International Union of Operating Engineers.

There would be air pollution challenges. Not all coal burns the same. Coal from a mine
other than Rosebud could mean changes to pollution controls at the power plant to
comply with clean air permitting.

For supporters of the plan to cut Rosebud Mine loose, Anne Hedges of the Montana
Environmental Information Center cautioned that all the bills and permitting so far
might not be a ruse. In 1997, Montana lawmakers voted to deregulate its utilities, only
to find out later that Montana Power Company, a standard bearer for stability, planned to
sell off its dams and power plants, including its share in Colstrip.

“I worry about the implications of this bill. Maybe this is just a leveraging tool in the
bankruptcy proceedings and the owners are trying to get a new contract with the
Rosebud Mine. That is possible,” Hedges said. “It is quite possible this is just using
legislation, which I think is inappropriate, to leverage an individual contract between
two parties. That is possible. However, when we passed deregulation, nobody thought
that Montana Power was going to sell all the generating assets either. What you are
doing is allowing them to get coal elsewhere. Right now by law they're not allowed to
do so. I think that’s a bad deal.”
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Tom Lutey
Agriculture and Politics Reporter

Politics and agriculture reporter for The Billings Gazette.

MORE INFORMATION

Colstrip legislator plans DC trip to save power plant

Avista accelerates preparations for Colstrip exit

Troubled Wyoming coal producer trims salaried positions

Morigeau bill would give tribes access to loans from Montana's Coal Tax Fund

MDU to shutter Eastern Montana coal power plant in 2020

Virginia businessman's sole bid wins Kemmerer mine, omits retiree bene ts as expected

Guest opinion: Looking at all strategies to keep Colstrip, Rosebud mining operating

GOP lawmakers rally behind 'save Colstrip' bill

Republican 'Save Colstrip' bill still in play

Rosebud Mine sale approved by bankruptcy court

Rosebud Mine, post bankruptcy, is stable until year's end

Coal ash pollution cleanup could create 200 Colstrip jobs for a decade, conservationists say

Guest opinion: Washington, Oregon should support Montana coal industry
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https://billingsgazette.com/news/state-and-regional/rosebud-mine-sale-approved-by-bankruptcy-

court/article_72652942-80bf-57ad-92b1-4fc1d421ad99.html

TOPICAL

Rosebud Mine sale approved by bankruptcy court
By TOM LUTEY tlutey@billingsgazette.com  Mar 4, 2019

SUBSCRIBE FOR 99¢

Rosebud Mine will have new owners under court-approved sales by Westmoreland Coal
Co.

In terms approved in bankruptcy court Friday, the mine will transfer to Westmoreland's
first lien creditors and continue operating.

Under the agreement, the southeast Montana mine will honor the final months of its
contract with Colstrip power plant. The Colorado-based coal company and its creditors
had attempted to end its coal-supply agreement with the power plant.

Westmoreland mines in New Mexico and Canada were also part of the approved sale.

Rosebud Mine is Westmoreland's biggest producer of thermal coal.

Exh. RJR-5C 
Page 151 of 378



The announcement comes as Westmoreland renegotiates its Absaloka Mine payments to
the Crow Tribe downward.

Westmoreland's Savage Mine in Eastern Montana is also losing its largest customer, the
Lewis and Clark Generating Station near Sidney.

Westmoreland listed $1.4 billion in debt shortly before filing for bankruptcy last fall. 
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Agriculture and Politics Reporter

Politics and agriculture reporter for The Billings Gazette.

MDU to shutter Eastern Montana coal power plant in 2020

Colstrip moves to cut ties with Rosebud Mine as Westmoreland falters

Colstrip legislator plans DC trip to save power plant

Westmoreland moves to end coal contract with Colstrip

Montana GOP again tries to save Colstrip with revised bill

Report: Powder River Basin faces increasing risk from coal decline

'Save Colstrip' bill could cost each NorthWestern customer at least $721

Rosebud Mine, post bankruptcy, is stable until year's end

One Wyoming town is looking to get into the coal business at a time when many are leaving

+4
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TOPICAL

Rosebud Mine, post bankruptcy, is stable until year's end
By TOM LUTEY tlutey@billingsgazette.com  Mar 21, 2019

SUBSCRIBE FOR 99¢

Rosebud Mine, the lone coal supplier for Colstrip Power Plant, appears to be on steadier
ground, at least for now, as Westmoreland Coal Co. exits bankruptcy.

One month ago, the mine’s supply contract with the power plant seemed in doubt as
Westmoreland and its first lien creditors attempted to cancel the deal. The Colorado-based
mining company argued in bankruptcy court that continuing the contract would make
Rosebud less appealing to a future owner.

This month, Westmoreland emerges from bankruptcy and Rosebud has a new owner,
Westmoreland Mining LLC, a company created by Westmoreland’s first lien creditors. On
the ground, management under the new owner remains the same. The creditors behind the
Westmoreland Mining LLC remain unidentified.

Here’s what’s certain about Rosebud’s outlook for the remainder of 2019:
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The mine will continue delivering coal to Colstrip Power Plant under the terms of its
existing contract through the end of the year, which is when the supply terms were expecte
to end before Westmoreland asked for an early exit in bankruptcy filings.

One utility with a stake in Colstrip, NorthWestern Energy, indicated in court filings that the
power plant would shutter this spring if the coal contract was ended early. It can take
months, if not years, of permitting to burn coal from another source. Montana’s Legislature
crafted a bill to decouple the power plant and mine in order to help the power plant switch
to another source.
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Miners represented by the International Union of Operating Engineers, local 400, will
operate at Rosebud under their current labor contract through year’s end. The collective
bargaining agreement was set to expire this spring.

Montana’s Department of Environmental Quality continues to work on a new permit to
expand Rosebud Mine. The mine continues to be a viable business, said Kristi Ponozzo, of
DEQ. As long as the cleanup bond is maintained and the permit is passed on to a viable
business entity, the state will continue to work on extending the life of the coal mine with a
10-square-mile expansion.

Conservationists had warned the state in October about permitting the mine for unknown
buyers. The identity of the buyers remains unknown, although the leadership for Western
Mining LLC comes from existing coal companies

MORE INFORMATION
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Colstrip moves to cut ties with Rosebud Mine as Westmoreland falters

Westmoreland moves to end coal contract with Colstrip

No bids to buy mines in Montana, Wyoming from bankrupt coal company

Interior boss order aims to protect US public land access

'Save Colstrip' bill heads out of committee for Senate oor

NorthWestern customers would be on hook for $75M Colstrip purchase

Colstrip gets its day on Capitol Hill

Coal ash pollution cleanup could create 200 Colstrip jobs for a decade, conservationists say

Montana regulators approve expansion of coal mine serving Colstrip

Rosebud Mine sale approved by bankruptcy court
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Hundreds of Colstrip mining jobs at stake as power plant
owner seeks new coal supplier
By TOM LUTEY tlutey@billingsgazette.com  May 23, 2019

SUBSCRIBE FOR 99¢

The Colstrip power plant, including units 1 and 2, is shown in January. Plant owner Talen Energy recently announced

that units 1 and 2 will be shut down sometime in 2019.

ADAM FONDREN, Billings Gazette le photo
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Westmoreland Mining LLC is asking the state of Montana to think twice before
allowing Colstrip Power Plant to buy coal from somewhere else.

The company’s Rosebud Mine is within walking distance of the power plant, which it
has fueled for more than 40 years. Nearly 400 union miners work at Rosebud.

Colstrip Power Plant’s coal contract with Westmoreland is running out in December and
power plant operator Talen Energy is now taking steps toward a different mine. Some
observers suggest Talen is merely bluffing for a better deal from Westmoreland.

"Talen Montana is serious about ensuring that the Colstrip plant remains economically
viable for as long as possible. Therefore, it is critical that we not be held only to one
supplier," said Taryne Williams, Talen Energy spokeswoman. "Whether or not the
Colstrip plant continues to take coal from the Rosebud Mine after the end of this year is
heavily dependent on whether Westmoreland decides to submit an economically
competitive offer rather than persisting in its efforts to impose punitive commercial
terms on Talen Montana and the Colstrip co-owners by virtue of its monopoly."

Talen is jumping through all the necessary government hoops to get approval for coal
from a different mine, which has Westmoreland concerned.

“The resulting economic impacts on the city of Colstrip and the state are tremendous,”
argued Rosario Doriott Dominguez, attorney for Westmoreland Mining. Requesting
relief from Montana’s Board of Environmental Review, Dominguez said Westmoreland
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“alone employs approximately 390 employees in Colstrip, pays over $40 million in
local payroll annually, and spends over $60 million annually for goods and services in
Montana.”

The mine and power plant together employ a majority of the households of the Colstrip
community.

Westmoreland Mining LLC is a privately held company owned and operated by former
first lien creditors of Westmoreland Coal Co., which went bankrupt in March.

Wednesday, the Board of Environmental Review handed the case over to a hearings
examiner. Talen will have a chance to respond to Westmoreland’s insistence that the
policies that created the power plant also bind the power plant to Rosebud mine.

In the past year, Talen has asked Montana’s Department of Environmental Quality to
approve the burning of coal from a different mine, most likely a mine in Wyoming or
the Spring Creek and Decker mines of Southeast Montana. The Colstrip operator has
also sought permitting for a coal unloading facility for emptying coal shipped to the
power plant by rail.

In addition, the power plant has sought help from Republican U.S. Sen. Steven Daines
in extending a tax credit for “refined coal,” meaning coal that must be dried or
chemically treated to temper its air pollution. The tax credit is a Bush-era subsidy that
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last year would have been worth $7.10 a ton — no small amount for a power plant the
burns 10 to 13 million tons a year. Rosebud Mine coal hasn’t needed refining to comply
with federal air pollution laws, but coal from another mine might.

There’s also the issue of the union jobs. Rosebud’s miners are unionized. Cloud Peak
Energy mines, several of which have been eyed as possible coal sources for Colstrip
Power plant, aren’t.
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Montana expected to allow coal mine expansion, despite company's bankruptcy

No bids to buy mines in Montana, Wyoming from bankrupt coal company

Final attempt at 'save Colstrip' legislation begins

NorthWestern customers would be on hook for $75M Colstrip purchase

Washington state lawmakers eyeing earlier closure of Colstrip

Home solar advocates push against proposed charge in Montana

Federal judge approves sale of Wyoming coal mine

Colstrip Units 1 and 2 will close in 2019

Gazette opinion: Challenges, opportunities for Colstrip

Miners balk at management retention bonuses as Westmoreland pensions go unsecured
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Colstrip owner's losses mount as hunt for cheaper coal
continues
By TOM LUTEY tlutey@billingsgazette.com  Aug 2, 2019

SUBSCRIBE FOR 99¢

With two of its four units shutting down this year, Colstrip Power Plant is still struggling
to find cheap coal and retain employees, plant operator Talen Energy told lawmakers
this week.

Talen Montana President Dale Lebsack said his company continues to lose money on
Colstrip Units 1 and 2. In June, the company abruptly announced it would close 1 and 2
this December, three years ahead of schedule. The announcement to shutter the units
came after four months of Colstrip talks at the state Legislature, during which there was
no mention of the units closing earlier than 2022. Lebsack said Talen has been
transparent about Colstrip’s struggles.
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“We’ve been honest and upfront about our challenges over the course of the last few
years. We’ve communicated repeatedly that we’re losing quite a bit of money on units 1
and 2,” Lebsack told the Legislature’s Montana Energy and Telecommunications

The Colstrip power plant, including units 1 and 2, is shown in January. Plant owner Talen Energy recently announced that units

1 and 2 will be shut down sometime in 2019.

ADAM FONDREN, Billings Gazette le photo

ature’s Montana Energgyy and TelecommunicationsTT
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Interim Committee. The meeting occurred July 29. “And as operator, we’ve been
working tirelessly to try to remedy that situation. Unfortunately, despite our best efforts,
we were unsuccessful in making units 1 and 2 economically viable.”

The power plant’s six owners, Talen, NorthWestern Energy. Puget Sound Energy,
Portland General Electric, Avista Corp and PacifiCorp had agreed in 2016 to close the
units no later than 2022 in order to settle an air pollution lawsuit. All 6 owners signed
the agreement to retire Units 1 and 2. It was done to protect Units 3 and 4 from further
litigation, although only Talen and Puget have ownership shares in 1 and 2. But market
competition from cheap natural gas and renewable energy sources wore on the units’
profitability.

The number of workers leaving the power plant has increased due to uncertainty,
Lebsack said. The company is trying to avoid significant layoffs related to the closure of
Units 1 and 2. Additionally, Units 3 and 4 face a 2025 coal power ban in Washington,
where Puget Sound Energy and Avista Corp. are based and PacifCorp does business.
Oregon coal power bans begin in 2030. Between the two Pacific Northwest states there
are 3.1 million Colstrip customers going offline.

“Our hardworking employees have continued to do a great job safely and reliably
operating the plant, despite the uncertainty that surrounds Colstrip,” Lebsack said.
“However, this uncertainty has contributed to an increase in attrition. As we’ve seen
employees retire early, or leave for other jobs, at a much higher rate than in the past.”
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Talen has offered retention and benefits packages to encourage workers to stay, Lebsack
told lawmakers. The operator has worked with the International Brotherhood of
Electrical Workers Local 1638 to extend the collective bargaining agreement for three
years. Union workers recently voted to approve the agreement by 70%.

Roughly a third of the power plant’s 330 workers are tied to Units 1 and 2, Lebsack
said. Talen plans keep as many of those workers as possible on payroll
decommissioning the units after shutdown, or working Units 3 and 4. With the number
of workers leaving voluntarily increasing, it’s unclear how many workers will lose jobs
as a result of the two units closing in December.

“Because of these factors, we don’t yet have hard and fast estimates regarding the
number of impacted employees,” Lebsack said. “We expect to continue to work through
this situation over the next 18 to 24 months with the focus of recognizing the value of
our employees during this time of uncertainty.”

The plan is the put Units 1 and 2 into “a cold, dark, dry safe condition” and leave them
standing until the entire power plant is ready to be demolished, most likely years from
now.

plant is ready to be demolished, most likely years from
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The immediate challenges facing Units 3 and 4 are securing cheap coal and keeping
workers from leaving, Lebsack said. The power plant’s legacy coal source is Rosebud
Mine, which is within walking distance of the power plant. The current coal contract for
Rosebud expires at year’s end, and whether a new deal can be struck without a price
increase remains to be seen. Rosebud’s previous owner, Westmoreland Coal Co., went
bankrupt earlier this year. The mine is now owned by a group of creditors doing
business as Westmoreland Mining LLC.

Coal is the power plant’s biggest expense and finding the cheapest supply is crucial for
Talen. Last year, Talen began the regulatory paperwork to use coal from a source other
than Rosebud Mine, if necessary. That work continues, Lebsack said.

“From our perspective, our primary focus right now as it relates to Units 3 and 4 is to
keep the units running and to keep them economically viable. I mean, we’re focused on
things like, you know, making sure that we have a workforce, when attrition, you know,
climbed over 10% at Colstrip last year.”
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Video of Talen meeting with Montana lawmakers
Aug 2, 2019
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Politics and agriculture reporter for The Billings Gazette.

Guest opinion: Cleanup jobs in Colstrip needed now more than ever

Colstrip Units 1 and 2 will close in 2019

NorthWestern seeks huge transmission rate increase, boosting bills for its biggest customers

'Save Colstrip' bill easily passes Montana House

From the editor: Ankney's big on bluster and completely fact-free

Commissioners pause tax break vote on $500M wind farm

Colstrip residents voice frustration at long wait for ash pond cleanup, concerns over cost

$2M grant for Colstrip coal worker retraining sits unused after two years

Wyoming's largest utility to retire majority of coal- red power plant units by 2030

Paci Corp plans early exit from Colstrip

Colstrip ash pond plans still unsettled, regulators say

Billinggsss GGGGazette.
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Colstrip Steam Electric Station Units 1 and
2 to Retire
Units will permanently retire effective December 31; Units 3 and 4 will remain in operation

COLSTRIP, Mont., June 11, 2019 /PRNewswire/ -- Talen Montana, the operator of the Colstrip Steam
Electric Station ("Colstrip"), announced that, effective December 31, the owners of Colstrip Units 1
and 2 (Talen Montana and Puget Sound Energy) will permanently retire the units, which have a total
614 megawatt capacity rating. Colstrip's other two units, 3 and 4, will remain in operation.  Talen
Montana is a 50 percent owner (307 megawatts) of Colstrip Units 1 and 2. Puget Sound Energy owns
the other 50 percent share of Units 1 and 2.

"The decision to retire Colstrip Units 1 and 2 comes after extensive review and exhaustive efforts over
the last few years to address the financial challenges that these units face," said Dale Lebsack, Talen
Montana President. Lebsack continued, "The plant team has done a great job of responding to the
challenges faced by Units 1 and 2, but we have been unsuccessful in making the units economically
viable. Fuel constitutes the bulk of our operating cost, and our repeated efforts to negotiate lower fuel
prices with Westmoreland Rosebud Mining, the plant's sole and only historically permitted fuel
supplier, have been rebuffed. Rather than working with us to keep Units 1 and 2 open, Westmoreland
is proposing to increase the units' fuel cost going forward."

Talen Montana will work closely with all stakeholders to ensure the retirement process is orderly and
minimizes the effect on employees, community members and other key stakeholders. Talen Montana
will look to redeploy affected Colstrip employees to work on Unit 1 and 2 retirement activities or the
operation and maintenance of Units 3 and 4.

Talen Montana, in its role as Colstrip operator, continues to work with the Montana Department of
Environmental Quality ("MDEQ") to address groundwater impacts at the Colstrip site as required by
the 2012 Administrative Order on Consent and is complying with all other applicable laws and
regulations related to site remediation, including EPA's Coal Combustion Residual Rule. The Colstrip
Units 1 and 2 owners intend to fulfill those existing commitments to the State of Montana after
Colstrip Units 1 and 2 are retired. As required by Montana's Coal-Fired Generating Unit Remediation
Act enacted in 2017, the Colstrip Units 1 and 2 owners will submit a remediation plan to MDEQ no
later than three months after permanently retiring the units which will detail their plan to remediate
Colstrip Units 1 and 2. 

Going forward, as operator of the Colstrip plant, Talen Montana's primary focus will be to ensure that
Colstrip Units 3 and 4 remain an economically viable source of safe, reliable power to Montana and
the Northwest U.S. 

About Talen Montana

Talen Montana operates the Colstrip power plant, a four-unit, 2,094 megawatt coal-fired generation
facility in Colstrip, Montana.  Talen Montana owns 50 percent of Units 1 and 2 and owns a 30 percent
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interest in Unit 3 of the plant.  The plant employs approximately 320 people in the town of Colstrip in
Rosebud County, Montana. 

Media Contact:
Taryne Williams
Taryne.Williams@TalenEnergy.com
610-601-0327

SOURCE Talen Montana

https://talenenergy.investorroom.com/2019-06-11-Colstrip-Steam-Electric-Station-Units-1-and-2-to-
Retire
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2017 Montana Legislative Session Report

Bill Sponsor Summary
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2019 Montana Legislative Session Report

Bill # Abbrev. Title Short Description Sponsor
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FOR DISCUSSION PURPOSES ONLY

Terms and Conditions of the Purchase and Sale of PSE’s Interests in Colstrip Units 3&4 

General:
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Purchase Price: 

Talen-PSE Power Purchase 
Agreements 

Purchased Assets: 

Retained Assets: 
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Assumed Liabilities: 

Excluded Liabilities: 
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Environmental Costs: 

Unit 3 Shutdown Date and 
Transition Costs: 

Pension Funding Costs: 

Dispute Resolution or 
Review Mechanisms with 
Respect to Costs: 

Indemnification:
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Consequential Damages 
Waiver:  

Conditions Precedent to 
Transaction:

o

o
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o

o

o

o

o
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o

Contemporaneous Entry into 
Agreements:

General Release: 

Termination Rights: 

Purchasers Cost 
Reimbursement:

Disclosure/Confidentiality/
Privilege:
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Governing Law: 
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Exhibit A to 
Colstrip Unit 4 Unit Contingent Confirmation 

Methodology for calculating the minimum electric cost 

Combination of Two parts 
• Fuel related variable cost in $/MW 

• Non-Fuel variable cost in $/MW 

Fuel related Variable costs 
•  

•  

•  

•  

o  

•  
 

 

Non Fuel variable costs 
o 

 
o  

o  

 

o  
 

Minimum charge for electricity under the PP A then is the combination of Fuel and non-Fuel 
variable costs as described and adjusted above. 

o Minimum charge = Fuel related variable cost+ non-Fuel variable cost 
o the example above would produce a minimum charge of $  

5 
4848-8330-8448\2 
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