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This report is a summary of the work of the Environmental Quality Council

(EQC) specific to the council’s 2017-2018 work pertaining to Montana’s coal economy as outlined in the
EQC’s 2017-18 work plan and Senate Joint Resolution No. 5 (2017). Members received additional
information and public testimony on the subject, and this report is an effort to highlight key information and
the processes followed by the EQC in reaching its conclusions. To review additional information, including

audio minutes and exhibits, visit the EQC website: www.leg.mt.gov/eqc.
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Coal-Fired Power Plants

Colstrip Generating Station

Colstrip has a combined peak output of 2,094 megawatts and is the second-largest coal-fired generating
facility west of the Mississippi. Colstrip includes four separate coal-fired generating units, collectively owned
by Puget Sound Energy (PSE), Talen Energy, Portland General Electric (PGE), Avista Corporation,
PacifiCorp, and NorthWestern Energy. The facility is adjacent to the Rosebud coalmine, which supplies the

coal.
% (2017) Full-time Employees = 360

Hardin Generating Station

The Hardin Generating Station north of Hardin has 116 megawatts of net generating capacity. Rocky
Mountain Power, a subsidiary of Centennial Power, owns it. Colorado Energy Management operates the
plant. Heorot Power Holdings, a subsidiary of Beowulf Energy, owns Colorado Energy. The plant opened in
2006. The Absaloka Mine near Hardin supplies the coal. At one time, electricity from the Hardin plant was
sold to Powerex Corp. of Canada. Rocky Mountain Power recently announced it might close the facility

unless purchased by another company.
% (2017) Full-time Employees = 30

Lewis and Clark Station

Montana-Dakota Utilities operates the Lewis and Clark Station consisting of a coal-fired boiler capable of
burning coal or natural gas and associated equipment for electricity. It has 44 megawatts of net generating
capacity and is located near Sidney. Lewis and Clark Station annually consumes more than 300,000 tons of

lignite supplied from the nearby Savage Mine.
% (2017) Full-time Employees = 34

Rosebud Power Plant

Colstrip Energy Limited Partnership is a 38-megawatt waste coal-fired power project located in Rosebud
County north of Colstrip. The plant began commercial operation in 1990. Energy produced is sold to
NorthWestern Energy under a Power Purchase Agreement that expires in June 2025 (sold by former
Montana Power Company). CELP is licensed as a qualifying small power production facility under the Public
Utility Regulatory Policy Act. Fuel for the plant is primarily waste coal from the nearby Rosebud Mine.

% (2017) Full-time Employees = 30

THE COLSTRIP QUESTION

The four-unit Colstrip Generating Station is the second largest coal-fired generating facility west of the
Mississippi River. It sits in the crosshairs of growing efforts in the Northwest to reduce carbon dioxide

emissions. Although the plant is located in Rosebud County, Montana, about 75 percent of the electricity
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generated there travels across power lines to Washington and Oregon. Folks in the Northwest aren’t sure

they want to keep using that power.

means that

Colstrip’s complex ownership scheme—with six different utilities owning part of the facility:
Montana has very little control over the fate of a facility that has been hailed as a powerhouse by some and
scorned as a source of environmental pollution by others. Most of the power generated at Colstrip travels

west to Townsend, over two 500-kilovolt transmission lines. From there, Colstrip power moves across the

Bonneville Power Administration’s transmission system and reaches utilities’ individual transmission grids in

Washington and
Oregon. Ownership is ! ! !
outlined in Figure 1. 3 i i
1§ 28 3§ 48
Colstrip consists of . . l .
four separate coal-fired (ﬁf/\ 307 MW 307 MW 740 MW 740 MW
generating units, —
collectively owned by A~ 50% PSE (163.5MW) 50% PSE (153.5MW)  30% Talen 30% NW Energy
(=) 50% Talen 50% Talen 259% PSE (185MW)  25% PSE (185 MW)
PSE, Talen Energy. N 20% PGE 20% PGE
. ’ WNER 15% Avista 15% Avista
PGE, Avista 10% PacifiCorp 10% PacifiCorp
Corporation,
. 1975 1976 1984 1986
PacitiCorp, and t@’
NorthWestern Energy. FIGURE 1: PROVIDED By PSE

Units 1 and 2 were

built in the mid-1970s and have 307 MW each of net generating capacity. Units 3 and 4, built in the mid-
1980s, have 740 MW each of net capacity. PSE has the largest ownership interest in Colstrip, owning 50
percent of Units 1 and 2 and 25 percent of Units 3 and 4. Colstrip also represents about 30 percent of

Montana’s total electric generation capacity.

In 2016, the Oregon Legislature approved SB 1547, The bill moves Oregon away from coal-fired generation
and for Portland General Electric (PGE) and Pacific Power, doubles Oregon’s renewable energy generation
under the Renewable Portfolio Standard to 50 percent. Under the legislation, electricity provided to
customers of Pacific Power and PGE would be coal-free by 2030, with the exception of a small amount from

PGE’s ownership of Colstrip, which would be out of the Oregon mix no later than 2035.

In 2016, the Washington Legislature approved Senate Bill No. 6248. The bill authorized PSE to create a fund

to pay for the closure of Colstrip Units 1 and 2. In general, if PSE closes Units 1 and 2 after December 31,
2022, the company can fund remediation and decommissioning using a regulatory liabilities account. PSE has
a “liabilities account” from federal Treasury grants from hydro upgrade projects and from the federal
renewable energy production tax credits earned from PSE wind projects. PSE, rather than credit these
benefits back to Washington customers, would use the credits to pay for remediation costs related to Colstrip
Units 1 and 2.
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More recently in Washington, a coalition of environmental, community and labor groups have filed a
proposed citizens’ initiative to tax carbon emissions. The initiative would significantly increase costs at

Colstrip. Additional information about the initiative is provided later in this report.

Colstrip Closure and Depreciation

In 2016, the pending closure of Units 1 and 2 became a reality when PSE and Talen (the owners of 1 and 2)
agreed to close the units no later than July 2022 to settle a lawsuit alleging clean-air violations at the facilities.
The Montana Environmental Information Center and the Sierra Club sued the plant owners in federal court

in 2013. Those entities and the Colstrip owners agreed to the settlement, including the closure date.

Following up on that agreement, a PSE rate case before the Washington Utility and Transportation
Commission, the equivalent of the Montana Public Service Commission, raised more questions about PSE’s
use of electricity generated at Colstrip. A rate case is the formal regulatory process by which public utilities set
the prices they charge consumers. The outcome of that rate case, which came out in late 2017, is that PSE
customers who use electric energy will pay a 1 percent increase or about $1.25 more a month per customer.

The funds go toward decommissioning and remediation costs at Colstrip.

That rate case set depreciation schedules—just for PSE—for all four Colstrip units of the power plant,
meaning PSE will pay down all of its debts on Colstrip by 2027, instead of its initial 2045 projection. In 2018,
Avista also agreed to December 2027 for depreciation planning purposes. Hydro One of Ontario, Canada,
planned to acquire Avista. To complete the acquisition, regulators in each state where Avista operates weigh
in on the sale. Environmental groups in Washington agreed to settle claims over the proposed sale before the
Washington Ultility and Transportation Commission (WUTC) in exchange for the 2027 date. At the time of
publication of this report, Montana’s Public Service Commission approved the merger. However, in July,
Hydro One’s CEO and board of directors exited the company. The management change prompted the

WUTC and others to request more information on the proposed sale.

There has been much discussion about what depreciation schedules mean in terms of an actual closure date

for Units 3 and 4. The owners must agree to a closure date, according to operating agreements for the facility.

In Montana, the original cost of NorthWestern Energy’s ownership interest in Colstrip Unit 4 was $416
million and won’t fully depreciate until 2042 per the original depreciation schedule, unless that changes in
future NorthWestern rate cases. NorthWestern Energy’s rate case, the first since the purchase of Unit 4, will
be before the Montana PSC before the end of 2018.

Settlements and rate case outcomes discussed above also have included some financial contributions to
Colstrip. PSE has agtreed to contribute $10 million for transition planning. Gov. Steve Bullock and Attorney

General Tim Fox have appointed a Colstrip Community Impact Advisorv Group to work with Colstrip in

developing a plan to spend that money. Meeting materials and announcements are available above..

In late March 2018, Avista also committed $3 million to help Colstrip with transition planning. In May 2018,
the company committed another $1.5 million to Colstrip. It is unknown if the change in Hydro One

management will impact the financial commitment by Avista.
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Montana also is the recipient of federal POWER grant money to assist Colstrip with workforce planning and
worker training. The money also is for other communities in Eastern Montana affected by coal-related
layoftfs. The Montana Department of Labor and Industry applied for the grant through the U.S. Department
of Labor’s Dislocated Worker program. In August 2017, Governor Bullock announced the state secured $2
million through the POWER grant for planning efforts and for workforce training in the area. A total of $4.6

million could be made available to Montana through the grants.>

CARBON CAPTURE, UTILIZATION, AND
SEQUESTRATION (CCUS)

In July 2018, the EQC accepted public comment on this report. Cloud Peak Energy provided comments
concerning the future of coal and requesting that carbon capture utilization and storage (CCUS) be
considered part of the discussion. Cloud Peak commented, “A serious federal investment in CCUS
technology should be a policy position acceptable as a way to not only protect the critical revenue stream and
good paying jobs resulting from responsible coal development, but also make meaningful reductions in CO2
emissions globally.” The EQC at its September 2018 meeting will host a panel on carbon sequestration.
Members will hear from Cloud Peak Energy and Montana’s Big Sky Carbon Sequestration Partnership.
Carbon Engineering, a Canadian-based clean energy company working on the commercialization of

technology that captures CO2 directly from the atmosphere, will discuss direct air capture technologies.

CCUS is a process that captures carbon dioxide emissions from sources like coal-fired power plants and
either reuses it or stores it so it does not enter the atmosphere. Carbon dioxide storage in geologic formations
includes oil and gas reservoirs, unmineable coal seams and deep saline reservoirs -- structures that have stored
crude oil, natural gas, brine and carbon dioxide over millions of years, according to the U.S. Department of
Energy. In Montana, storage capacity and potential storage locations are being studied by the Big Skv Carbon

Sequestration Partnership. It has examined areas of Montana where geological sequestration is likely. The Big

Sky Carbon Sequestration Partnership, led by Montana State University, is one of the U.S. Department of
Energy's seven regional partnerships. Researchers are developing a framework to address carbon dioxide

emissions and are working with stakeholders to create a “vision for a new, sustainable energy future.”

Direct Air Capture (DAC) is a technology that processes atmospheric air, removes CO2 and purifies it.
According to the Center for Carbon Removal, “DAC systems can be thought of as artificial trees. Where
trees extract CO2 from the air using photosynthesis, DAC systems extract CO2 from the air using chemicals
that bind to CO2 but not to other atmospheric chemicals (such as nitrogen and oxygen). As air passes over
the chemicals used in DAC systems, CO2 "sticks" to these chemicals. When energy is added to the system,
the purified CO2 ‘unsticks’ from the chemicals, and the chemicals can then be redeployed to capture more
CO2 from the air.”

5 http:/ /governor.mt.gov/Newstoom/governot-bullock-announces-opportunities-for-colstrip-and-regional-coal-
impacted-workers

MONTANA LEGISLATIVE SERVICES DIVISION
Legislative Environmental Policy Office



https://leg.mt.gov/content/Committees/Interim/2017-2018/EQC/Meetings/July-2018/sj-5-public-comment-july2018.pdf
https://www.bigskyco2.org/About
https://www.bigskyco2.org/About

	Environmental Quality Council
	Public Members
	Governor’s Representative

	Senate Members
	House Members
	Legislative Environmental   Policy Office Staff
	Introduction
	Findings and Recommendations
	EQC Actions
	Montana Coal Mines and Power Plants
	Montana Coal Mines
	Cloud Peak Energy, Spring Creek Mine, Big Horn County
	Western Energy Co., Rosebud Mine, Rosebud County
	Signal Peak Energy, Signal Peak Mine, Musselshell County
	Westmoreland Resources, Absaloka Mine, Big Horn County
	Lighthouse Resources Inc., Decker Mine, Big Horn County
	Westmoreland Savage Corp., Savage Mine, Richland County

	Coal-Fired Power Plants
	Colstrip Generating Station
	Hardin Generating Station
	Lewis and Clark Station
	Rosebud Power Plant


	The Colstrip Question
	Colstrip Closure and Depreciation

	Carbon Capture, Utilization, and Sequestration (CCUS)
	Coal Related Taxes Paid
	Snapshot of Individual Taxes
	State Severance Tax
	Federal Royalty (49% distributed to Montana)
	Gross Proceeds Tax
	Resource Indemnity Trust and Ground Water Assessment Tax
	Electrical Energy Producer’s License Tax
	Wholesale Energy Generation Tax
	Corporate Income Tax and Individual Income Tax
	Property Tax


	Coal for Export
	Montana Coal Overseas
	Montana’s coal industry today
	Which U.S. Power Plants Burned Montana Coal in 2016?
	Which additional U.S. Power Plants Burned Montana Coal Between 2008-2015?
	Conclusion



