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FINDINGS 

INTRODUCTION
Why an RPS?
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ETIC members visit a wind farm in Wheatland County in 
September 2013.
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SURVEYS

ECONOMIC IMPACTS OF MONTANA’S RPS
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Economic Impacts

Project Project Investment (Montana) Permanent Jobs 
(Montana)

1 

2

Total 26.5
Figure 2. 

7 

Survey says . . .
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Members of the ETIC look at the Judith Gap Wind Energy 
Center in September 2013.
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ENVIRONMENTAL IMPACTS OF MONTANA’S RPS
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Survey says . . .

In looking at the big 
picture, renewable 

energy generation in 
Montana has increased, 

and fossil fuel-based 
generation has declined. 

determine whether the 
increases and declines 

are related to changes in 
state and federal policy, 

to changes in energy 
markets and prices, 
or to new technology 

development.
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Emissions Displaced by RPS Resources (Natural Gas) 
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Figure 6. 
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http://www.epa.gov/cleanenergy/energy-and-you/affect/air-emissions.html 

24
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The Montana 
Department of Public 
Health and Human 
Services routinely 

collects health data and 
assesses the health status 
of Montanans—usually 
down to the county level. 
The department has not 

health status of Rosebud 
County residents and 
surrounding counties 

with regard to the coal-

Colstrip.
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The Environmental 
Quality Council (EQC) 
dedicated the largest 

portion of its time 
during the 2007-2008 
interim to a study of 

issues related to climate 
change. The study 

required examination 
of the overall subject 

of climate change and 
how other states, at the 
time, were addressing 

the issue.
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Figure 7. 

 

Montana Gross Greenhouse Gas Emissions by Sector,  
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41 

42

43

44 

land use, in terms of 
acres per megawatt, 
for different types of 
energy generation. 
Land requirements 
go far beyond onsite 

infrastructure. In 
determining land use, it 
is important to consider 
geographic variations, 

land suitability, 
extraction activities, 

distances between energy 
supply and demand, and 
the long-lasting footprint. 
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CONSUMER IMPACTS OF MONTANA’S RPS

Survey says . . .

Montana’s renewable 
portfolio standard has 

minimally affected 
retail customer rates, 

according to information 
provided by Montana’s 

largest utilities. 
Utilities, however, raise 

concerns about their 
ability to maintain 
a balance between 

customer needs and 
available resources if the 

standard is increased. 
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45

46 

Most RPS 
requirements 

include “cost caps” 
to protect consumers 

from rate spikes 
and unfair utility 

bills. Montana is no 
exception. The cost 
caps for Montana’s 

RPS are included in 
69-3-2007, MCA.
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http://www.eia.gov/analysis/requests/2009/acesa/pdf/sroiaf(2009)04.pdf.
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 However, the PSC determined that 
NorthWestern failed to show that 

CREPs were not available and failed 
to demonstrate that the cost of CREPs 

exceeded the cost of the equivalent 
quantity of power over the equivalent 

contract term. 
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CONCLUSION

FIGURE NOTES



RENEWABLES | REWARDS AND RISKS 34

49

APPENDIX A



RENEWABLES | REWARDS AND RISKS35



RENEWABLES | REWARDS AND RISKS 36

Assigned Studies
Study Montana's renewable portfolio standard

Source/authority: Senate Joint Resolution No. 6  Legislative Poll Ranking:  #3 

Background: Since 2008, the Montana Renewable Power Production and Rural Economic 
Development Act required certain utilities to procure a percentage of their resources from 
renewable resources. Beginning in 2015, and in each succeeding year, a public utility and 
competitive electricity supplier must procure a minimum of 15% of its retail sales of electrical 
energy in Montana from renewable resources. There are ongoing discussions about increasing 
the renewable portfolio standard or abolishing the requirement, and to-date there has been 
limited analysis of the impact the Renewable Power Production and Rural Economic 
Development Act has had in Montana. This study would focus on the policy points outlined in SJ 
6, including: 
 (1) The economic impacts of the renewable portfolio standard, including the standard's 
contribution to new electrical generation in Montana, the short-term and long-term jobs created 
by the standard, industries working in Montana due in part to the standard, the use of renewable 
energy credits in Montana by the renewable energy industry,  and how the standard has been 
used to leverage Montana's competitive advantages in developing new electric transmission.  
 (2) The environmental benefits of the renewable portfolio standard, including the 
standard's contribution to diversified generation in Montana and to reduced dependence on 
fossil fuels, the types of renewable energy generation used in meeting the standard, and 
potential contributions to air quality improvements attributable to the standard.  
 (3) The impacts the renewable portfolio standard has had on Montana consumers, 
including whether the standard has mitigated or contributed to higher energy costs for 
consumers and how the standard has been used to hedge against volatility in fossil fuel prices. 

The ETIC allocated .6 FTE for this topic. 

SJ 6 Work Plan Tasks:
 1. Provide summary of  Montana's Renewable Portfolio Standard. Summarize eligible 

renewable resources and entities subject to standard.   
  Who: ETIC staff 
  Time line: June 2013 meeting 

 2. ETIC tours of eligible renewable resources in Montana. 
  Who: ETIC members 
  Time line: September 2013 meeting 

 3. Review of RPS standards in other Western states and review of questionnaire for 
RPS stakeholders.  

  Who: ETIC members and staff 
  Time line: September 2013 meeting 

 4. Panel discussions with a focus on the economic impacts of Montana's RPS. 
  Who: Wheatland County developers, business owners, local governments 
  Time line: September 2013 meeting 

 5. Panel discussions with a focus on the environmental impacts of Montana's RPS. 

APPENDIX B
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  Who: National Renewable Energy Laboratory, DEQ, utilities 
  Time line: November 2013 meeting 

 6. ETIC discussion of preliminary questionnaire responses and direction of study. 
  Who: ETIC members 
  Time line: November 2013 meeting 

 7. Panel discussions with a focus on the consumer impacts of Montana's RPS. 
  Who: Utilities and electricity suppliers, PSC 
  Time line: March 2014 meeting 

 8. Begin discussion of recommendations and proposed legislation. 
  Who: ETIC members 
  Time line: March 2014 meeting 

 9. Presentation of preliminary report and development of recommendations and 
proposed legislation. 

  Who: ETIC members, staff 
  Time line: May 2014 meeting 

 10. Review draft report, findings, recommendations, and any proposed legislation. 
  Who: ETIC members, staff   
  Time line: July 2014 meeting  

 11. Review public comment on draft report and any proposed legislation.  
  Who: ETIC members, staff   
  Time line: July 2014 meeting 

 12. Approval of final report and any findings, recommendations, or legislation. 
  Who: ETIC members 
  Time line: September 2014 meeting 

Appendix B
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Notes of interest... 
In 2013, Colorado increased the standard for rural electric cooperatives from 10% to 20% by 2020. The law also permits co-ops to add a monthly surcharge—up to 2% 
of a customer's monthly bill—to fund projects needed to comply with the standard. It was the third time Colorado has raised the threshold since the standard was created 
by ballot initiative in 2004. 

Colorado’s standard includes a multiplier, so electricity generated at a community project—projects not greater than 30 megawatts in capacity owned by individual 
residents of a community, an organization or cooperative controlled by individual residents, a local government entity, or a tribal council—can receive 150% credit.  

In Utah, the goal requires utilities to pursue renewable energy to the extent it is "cost-effective.” The guidelines for determining the cost-effectiveness of acquiring an 
energy source include an assessment of whether acquisition of the resource will result in the delivery of electricity at the lowest reasonable cost, as well as an assessment 
of long-term and short-term impacts, risks, reliability, financial impacts on the affected utility, and other factors determined by the Utah Public Service Commission. 

South Dakota’s retail providers may deduct from their baseline retail sales the proportion of electricity obtained from hydroelectric facilities with an in-service date be-
fore July 1, 2008.  

In Arizona, a REC is a bundled package of the kilowatt-hours, the renewable attributes, and any environmental attributes. All three must be delivered to Arizona custom-
ers and utilities in order to meet the  requirements.  

New Mexico has a “renewable energy and conservation fee” to support programs or projects to promote the use of renewable energy, load management, or energy effi-
ciency. Distribution cooperatives may collect a fee of no more than 1% of the customer’s bill, not to exceed $75,000 annually from any single customer.  

Utah Renewable 
Goal

 20% by 2025  

Requires utilities to pursue renewable energy to the 
extent that it is "cost-effective.” Includes no interim 
targets, but investor-owned utilities, municipal utili-
ties, and co-ops are to use eligible renewables to  
account for 20% of their 2025 adjusted retail  
electric sales. 

Idaho

No requirements for a  
renewable portfolio  
standard or renewable energy goals. Wyoming  

No requirements for a  
renewable portfolio  
standard or renewable energy 
goals. 

Colorado Renewable 
Portfolio Standard

IOUs: 30% by 2020  
Electric co-ops serving fewer than 100,000: 
10% by 2020 
Electric co-ops serving 100,000 or more: 20% 
by 2020 
Municipal utilities serving more than 40,000: 
10% by 2020

North Dakota Renewable Goal 

Includes an objective that a percentage of all retail electricity  
sold in the state be obtained from renewable or recycled  
resources. The objective is voluntary. Municipal utilities and  
electric cooperatives that receive wholesale electricity from a 
power agency or generation and transmission cooperative may  
aggregate their resources to meet the objective. 

 10% by 2015  

Includes an objective that a percentage of all retail electricity  
sold in the state be obtained from renewable, conserved, or 
recycled resources. The objective applies to all retail providers 
of electricity in the state .The objective is voluntary.   

New Mexico Renewable Portfolio  
Standard

IOUs: 10% of total retail sales to custom-
ers in New Mexico by 2011  
IOUs: 15% by 2015 
IOUs: 20% by 2020 
Rural electric co-ops: 10% by 2020  

Includes a minimum of 20% solar, 30% wind, and 5% 
from  biomass, geothermal, hydro operating after July 
2007, and other renewables starting in 2011 for IOUs. In 
addition 1.5% must come from distributed renewables by 
2011, with an increase to 3% in 2015. IOUs are excused 
from the targets if they raise the cost of electricity by 
more than 2% or if they impair system reliability.  

Renewable Requirements 

No Requirements 

Renewable Portfolio Standards 

Renewable Energy Goals 

Montana Renewable Portfolio Standard
Renewable Power Production and Rural Economic Development Act  

5% for compliance years 2008-2009  
10% for compliance years 2010-2014  
15% for compliance year 2015 (and each year 
thereafter) 

Requires IOUs and cooperatives to have a certain percentage of 
their retail sales come from either wholesale distributed genera-
tion or retail distributed generation. 

Requires public utilities serving more than 50 customers and competitive 
electricity suppliers serving more than 5 customers to obtain a percentage 
of their retail electricity sales from eligible renewable resources. Eligible 
renewable resources are those that began operating after January 2005, 
and are located in Montana or in another state and delivering electricity 
into Montana.

South Dakota Renewable Goal

Renewable Energy Requirements and Goals 
in the Rocky Mountain Region 

15% by 2025  
30% from distributed renewable       
resources by 2012 and thereafter 
Half of the distributed requirement 
must come from residential applications 
and the remaining half from nonresi-
dential, non-utility applications  

Establishes a compliance schedule beginning in 2006.
(1.25%). Investor-owned utilities and electric power 
cooperatives serving retail customers in  
Arizona, not including distribution companies with 
more than 50% of their customers outside Arizona, are  
         subject to the standard. 

Arizona Renewable Portfolio 
Standard

10% by 2015  

57



What Is an Eligible Renewable Resource? 

To learn more ... 
Information included in this report is from the Database of State Incentives for Renewables and Efficiency (DSIRE). DSIRE is operated and funded by the North Caroli-
na Solar Center at North Carolina State University, with support from the Interstate Renewable Energy Council, Inc., and the U.S. Department of Energy. Individual 
information about standards and goals is available for each state: 

Montana — MCA 69-3-2001 et seq.  

North Dakota — ND Century Code § 49-02-24 et seq.  

South Dakota — SDCL § 49-34A-101 et seq. and SDCL § 49-34A-94et seq.  

Colorado — CRS 40-2-124

New Mexico — N.M. Stat. § 62-16-1 et seq. and N.M. Stat. § 62-15-34 et seq.

Utah — Utah Code 54-17-101 et seq. and Utah Code 10-19-101 et seq. 

Arizona — AAC R14-2-1801 et seq.  

Electric generation facilities oper-
ating after January 1995 that pro-
duce electricity from solar; wind; 
biomass; hydroelectric (under 
certain conditions); wave, tidal or 
ocean-thermal energy; geother-
mal; or waste gas and waste heat. 
Solar-thermal installations, me-
thane gas from an abandoned coal 
mine and methane gas from a coal 
degassing operation associated 
with a permit, compressed air, and 
municipal solid waste count. 

Solar-electric energy, wind energy, geothermal-
electric energy, biomass facilities that burn non-
toxic plants, landfill gas, animal waste, hydro-
power, recycled energy, and fuel cells using hy-
drogen derived from eligible renewables. Coal 
mine methane and pyrolysis of municipal solid 
waste qualify, if the Colorado Public Utilities 
Commission determines they are greenhouse gas- 
neutral technologies. 

Solar, wind, biomass, hydropower, geothermal, hy-
drogen derived from another eligible resource, and 
recycled energy systems that generate electricity 
from currently unused waste heat resulting from 
combustion or other processes and that do not use an 
additional combustion process. Hydropower facilities 
must have an in-service date of January 1, 2007, or 
later, or must qualify as new hydropower generation 
obtained from repowering or efficiency improve-
ments to facilities. 

Wind, solar, hydroelectric, biomass, geothermal re-
sources, and electricity generated from currently un-
used waste heat from combustion or another process 
that does not use an additional combustion process 
and that is not the result of a system whose primary 
purpose is the generation of electricity. Hydrogen 
generated by any of the preceding resources is  
eligible. 

Electric energy generated by low- or zero-
emissions generation technology with sub-
stantial long-term production potential; 
solar; wind; geothermal; hydropower facil-
ities brought in service after July 1, 2007; 
fuel cells that are not fossil fueled; and 
biomass resources, including agriculture or 
animal waste, small diameter timber, salt 
cedar and other phreatophyte or woody 
vegetation removed from river basins or 
watersheds in New Mexico, landfill gas, 
and anaerobically digested waste biomass. 
Renewable energy does not include electric 
energy generated from nuclear facilities. 

Solar water heat, solar space heat, 
solar thermal electric, solar thermal 
process heat, photovoltaics, landfill 
gas, wind, biomass, hydroelectric, 
geothermal electric, geothermal heat 
pumps, CHP/cogeneration, solar pool 
heating (commercial only), daylight-
ing (nonresidential only), solar space 
cooling, solar HVAC, anaerobic di-
gestion, fuel cells using renewable 
fuels, geothermal direct-use, and ad-
ditional technologies upon approval. 
CHP only counts when the source 
fuel is an eligible renewable energy 
resource. 

Wind, solar, geothermal, certain hydroelectric projects, certain 
new hydroelectric projects at an existing reservoir or on an ex-
isting irrigation system, certain hydroelectric project expansions, 
landfill or farm-based methane gas, wastewater-treatment gas, 
biomass (with limits), and renewable fraction from flywheel 
storage, hydroelectric pumped storage, batteries, and  
compressed air.

California’s influence on renewables . . . .  
California’s electric utilities must have 33% of their retail sales derived from eligible 
renewable energy resources in 2020 and all subsequent years. Interim targets include: 

20% of retail sales by December 31, 2013; and 
25% of retails sales by December 31, 2016. 

Publicly owned municipal utilities, not regulated by the California Public Utility Com-
mission, still must meet certain standards. Their governing boards are charged with es-
tablishing procurement requirements based on the interim goals. To meet California’s 
RPS reporting requirements and the tracking needs of other states in the Western Elec-
tricity Coordinating Council, the Energy Commission and the Western Governors’ Asso-
ciation developed the Western Renewable Energy Generation Information System 
(WREGIS). WREGIS tracks renewable energy generation and creates certificates for  
renewable energy credits, used to demonstrate compliance with state RPS policies. One 
REC represents one megawatt-hour of electricity generated from a renewable resource. 
About 62% of the (renewable attributes of) wind generated in Montana is used to meet 
California’s RPS. 



RENEWABLES | REWARDS AND RISKS 40

APPENDIX D

2008 RPS Compliance Year1

Public Utilities

RECs Needed Facilities Status

NorthWestern Energy 296,696 Judith Gap 2

Montana-Dakota Utilities 34,718 Diamond Willow I

Black Hills 1,490 Happy Jack

Avista Paid fee:  $153

Competitive Electricity Suppliers

RECs Needed Facility Status

PPL Treasure State 4,058 Judith Gap

Electric City Power Paid fee:  $23,260

Electricity Suppliers (Reports filed with PSC, but supplier is not subject to the RPS)

Conoco Phillips

Powerex

Hinson Power

PPL Energy Plus

1Utilities and competitive electricity suppliers were required to acquire renewable energy
equal to 5% of their retail sales of electricity in Montana in compliance years 2008 and 2009.

2The checkmark shows that the utility or supplier met PSC and statutory requirements.
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2009 RPS Compliance Year

Public Utilities

RECs Needed Facilities Status

NorthWestern Energy 298,759 Judith Gap

Montana-Dakota Utilities 34,717 Diamond Willow I

Black Hills 1,985 Happy Jack

Avista Paid fee:  $219

Competitive Electricity Suppliers

RECs Needed Facility Status

PPL Treasure State 4,058 Klondike Wind III

Electric City Power 6,720 Klondike Wind III

Conoco Phillips Paid fee: $69,400

Electricity Suppliers (Reports filed with PSC, but supplier is not subject to the RPS)

Powerex

Hinson Power

PPL Energy Plus
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2010 RPS Compliance Year3

Public Utilities

RECs Needed Facilities Status

NorthWestern Energy 583,403 Judith Gap4

Montana-Dakota Utilities 70,040 1. Diamond Willow I
2. Cedar Hills

Black Hills 4,663 Happy Jack

Avista Paid fee: $550

Competitive Electricity Suppliers

RECs Needed Facility Status

PPL Treasure State 7,712 Klondike Wind III

Electric City Power Paid fee: $132,234

Conoco Phillips 13,108 Klondike Wind III

Electricity Suppliers (Reports filed with PSC, but supplier was not subject to the RPS)

Powerex

Hinson Power

Idaho Power

PPL Energy Plus

3Utilities and competitive electricity suppliers are required to acquire renewable energy
equal to 10% of their retail sales of electricity in Montana in compliance years 2010 through
2014.

4NorthWestern Energy also acquired credits from Klondike Wind III; however, after an
error in accounting for RECs was made, only credits from Judith Gap were necessary to meet the
standard.
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2011 RPS Compliance Year

Public Utilities

RECs Needed Facilities Status

NorthWestern Energy 577,561 Judith Gap

Montana-Dakota Utilities 71,151 1. Diamond Willow I
2. Cedar Hills

Black Hills 4,964 Happy Jack

Avista Paid fee: $481

Competitive Electricity Suppliers

RECs Needed Facility Status

PPL Treasure State 12,394 Diamond Willow I

Electric City Power 13,823 Happy Jack

Conoco Phillips 11,931 Klondike Wind III

Electricity Suppliers (Reports filed with PSC, but supplier was not subject to the RPS)

Powerex

Hinson Power

Independent Electricity5

PPL Energy Plus

5Independent Electricity Supply Service Inc. was determined not to be a competitive
electricity supplier but purchased 3,162 credits from the Bonneville Power Administration that
could be applied toward the 2012 compliance year. Independent Electricity purchased wholesale
power solely from Southern Montana Electric Generation and Transmission Cooperative. With 
the bankruptcy of Southern Montana and the appointment of a trustee, the REC requirement of
Independent Electricity is unclear.
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2012 RPS Compliance Year

Public Utilities

RECs
Needed

Facilities Status CREP6 Facilities Status

NorthWestern
Energy

592,007 1. Judith Gap
2. Spion Kop
3. Lower
South Fork7

44 MW 1. Gordon Butte
2. Turnbull

8

Montana-Dakota
Utilities

74,756 1. Diamond
Willow I
2.  Cedar
Hills

5.6
MW

1. Diamond
Willow I
2. Cedar Hills

Black Hills 5,082 Happy Jack .355
MW

Waiver
granted9

Avista10 Paid
fee:
$529

.045
MW

11

6Beginning in 2012, public utilities were required to purchase both credits and electricity
output from community renewable energy projects (CREPs) that total at least 50 megawatts in
nameplate capacity. Community renewable energy projects are locally owned and are 25
megawatts or less. Public utilities proportionately allocate the CREP purchase required based on
each public utility's retail sales in Montana in the calendar year 2011.

7NorthWestern Energy is requesting that the PSC certify the Lower South Fork
Hydroelectric project as a CREP.

8NorthWestern Energy acquired 22.6 megawatts of CREP power. The PSC granted the
utility a one-year waiver from acquiring the remaining 21.4 megawatts.

9With the passage of Senate Bill No. 164 by the Montana Legislature, Black Hills is no
longer subject to Montana's RPS or to the CREP requirements.

10With the passage of Senate Bill No. 164 by the 2013 Montana Legislature, Avista is no
longer subject to Montana's RPS or to the CREP requirements.

11The fee paid includes a penalty for not meeting either the RPS or the CREP.
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Competitive Electricity Suppliers

RECs
Needed

Facility Status

PPL Treasure
State

20,406 Diamond
Willow I

Electric City
Power

9,587 Klondike
Wind III

Conoco
Phillips12

12,347 Klondike
Wind III

Electricity Suppliers (Reports filed with PSC, but supplier was not subject to the RPS)

Powerex

Hinson Power

Independent
Electricity13

PPL Energy Plus

12With the passage of Senate Bill No. 327, ConocoPhillips is no longer subject to
Montana's RPS.

13See footnote #5.
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2013 RPS Compliance Year

Public Utilities

RECs
Needed

Facilities Status CREP Facilities Status

NorthWestern
Energy

1. Judith Gap
2. Spion Kop
3. Lower
South Fork14

1. Gordon Butte
2. Turnbull

15

Montana-Dakota
Utilities

1. Diamond
Willow I
2.  Cedar
Hills

1. Diamond
Willow I
2. Cedar Hills

Competitive Electricity Suppliers

RECs
Needed

Facility Status

PPL Treasure
State

20,406 Diamond
Willow I

Electric City
Power

9,587 Klondike
Wind III

Electricity Suppliers (Reports filed with PSC, but supplier was not subject to the RPS)

Powerex

Hinson Power

Independent
Electricity16

PPL Energy Plus

14NorthWestern Energy is requesting that the PSC certify the Lower South Fork
Hydroelectric project as a CREP.

15NorthWestern Energy acquired 22.6 megawatts of CREP power. The PSC granted the
utility a one year waiver from acquiring the remaining 21.4 megawatts.

16See footnote #5.
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Sasse, Art <Art.Sasse@iberdrolaren.com>
Wednesday, September 18, 2013 2:14 PM
Nowakowski, Sonja
RE: Montana Survey for Klondike

Art Sasse 
Director, Communications & Brand 
Iberdrola Renewables

From: survey-noreply@smo.surveymonkey.com [mailto:survey-noreply@smo.surveymonkey.com] On Behalf Of 
snowakowski@mt.gov via surveymonkey.com 
Sent: Tuesday, September 17, 2013 12:28 PM 
To: Sasse, Art 
Subject: Montana Survey for Klondike 

Dear Renewable Energy Generator: The Montana Legislature is seeking your feedback concerning the Montana 
Renewable Power Production and Rural Economic Development Act. Since 2008, the law has required certain 
utilities to procure a percentage of their resources from renewable resources. As directed by Senate Joint 
Resolution No. 6, the Energy and Telecommunications Interim Committee of the Legislature is focused on the 
economic impacts of the renewable portfolio standard, the environmental benefits of the standard, and the 
impacts the standard has had on Montana consumers. The committee is beginning its work by reaching out to 
renewable generators in Montana. Please take a few minutes to fill out the survey at the following link: 
https://www.surveymonkey.com/s.aspx?sm=rmJRAQmAOMOdAKzbOJMzaQ_3d_3d This link is uniquely 
tied to your project. You may forward this email and the link for this survey to multiple people to assist in 
filling it out. When the survey is complete, please click the “Final Submission” button at the bottom of the last 
page. Thank you for your participation. Sonja Nowakowski Research Analyst Montana Legislative Services 
Division (406) 444-3078 Please note: If you do not wish to receive further emails from us, please click the link 
below, and you will be automatically removed from our mailing list. 
https://www.surveymonkey.com/optout.aspx?sm=rmJRAQmAOMOdAKzbOJMzaQ_3d_3d
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APPENDIX F

Montana Dakota Utilities
I in 2008 and II in 2011

$167,239
Fallon County

$161,292 $131,841 $81,369 $79,653 $73,159

1 $11,186 $13,643 $14,830 $10,185 $10,154 $9,750
$14,915 $18,191 $19,773 $13,580 $13,538 $12,999

Invenergy
2008

$1,639,000
Wheatland County

$1,535,000 $1,398,000 $1,333,000 $1,366,000 $1,399,000

$92,000 $86,000 $94,000 $101,000 $62,000 $63,000
$787,000 $787,000 $787,0003

Oversight Resources
2012

$170,000
Meagher County

$91,000

$8,300 $8,300

1 The Department of Revenue considers the wholesale electrical tax (WET) information to be confidential. The
numbers are only included for facilities that volunteered the information to the ETIC.
2 The Department of Revenue considers the electrical energy tax (EET) information to be confidential. The numbers
are only included for facilities that volunteered the information to the ETIC.
3 Facility impact fees.
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NorthWestern Energy
2013

$255,684
Judith Basin County4

$33,288
$209,7535

Goldwind America
2013

$238,786
Wheatland County

Hydrodynamics
2012

$2,477
Carbon County

$2,303 $3,327 $3,348 $3,398 $2,968

Turnbull LLC
2011

$190,000
Teton County

$170,000 $160,000

$8,000 $8,000 $6,000

4 Receiving Montana New or Expanding Industry Tax Abatement (15-24-1402, MCA). 

5 Facility impact fee. Will pay $104,876 in next two years.
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2013

2008

Duke Energy

Located in Wyoming. Does not pay taxes in Montana.

Duke Energy

Located in Wyoming. Does not pay taxes in Montana.

Iberdrola Renewables

Located in Oregon. Does not pay taxes in Montana.
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APPENDIX G

 Montana Department of Revenue

 Mike Kadas Steve Bullock 

Memorandum

Table 1. Range of Possible Tax Revenue per MWh from New Electricity Generation

Wind Coal

Electrical Energy Producers License Tax $0.200 $0.200
Wholesale Energy Transaction Tax $0.150 $0.150
Coal Severance Tax $0.954
Coal Gross Proceeds Tax $0.318
Resource Indemnity Tax $0.025
Property Tax
State $1.546 $2.078
County & Special District $0.413 $2.679 $1.111 $3.6
Schools, District & County wide $0.467 $3.215 $1.255 $4.321

Corporate Income Tax $0 $4.134 $0 $3.044

Total $2.777 $11.925 $6.091 $14.69
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Table 2. Distribution of Potential Revenue per MWh from New Generation

Wind Coal
Low Case High Case Low Case High Case

State
General Fund $1.804 $5.937 $2.711 $5.755
Special Revenue $0.093 $0.093 $0.353 $0.353
Trust Funds $0.000 $0.000 $0.495 $0.495

Local
County & Special Districts $0.413 $2.679 $1.184 $3.674
Schools $0.467 $3.215 $1.347 $4.413

Total $2.777 $11.925 $6.091 $14.690
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Power Plant Assumptions 

Table 3. Power Plant Assumptions

Wind Coal

Nominal Capacity, MW 100 450
Capacity Factor 0.38 0.85
Annual Production, MWh 333,108 3,352,995

Plant Cost
$/kW Capacity $1,700 $2,800
Total, $ million $170 $1,260

Heat Rate, Btu/kWh 9,000

Coal Heat Content, mmBtu/Ton 16.99

Coal Contract Sales Price, $/Ton $6.3567

Electricity Taxes 

Coal Taxes 
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Property Taxes 
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Corporate Income Tax 

Market Value
Wind Farm $170,000,000
Coal Plant $1,260,000,000

Property Classification and Assessment Ratio
Wind Farm

Coal Plant

Local Abatement Low Case High Case

Wind Farm none 50%
Coal Plant none none

Mill Levies Low Case High Case

State 101 101
County and Special Districts 54 175
Schools, District and Countywide 61 210

Classes 4, 8 and 14, taxed at 3% or less of market value

82.5% Class 13, taxed at 6% of market value
17.5% Classes 4, 5 and 8, taxed at 3% or less of market
value

Table 4. Property Tax Assumptions
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Table 5. Corporate Income Tax Assumptions

Low Case High Case

Parent Company has Zero Taxable Income
or

Accelerated Depreciation > Net Operating Revenue

100% Montana Company
100% Equity Financed

12% Pre Tax Rate of Return
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APPENDIX H

Analysis Provided by Department of Commerce Business Resources Division
Dustin de Yong, Energy Development Specialist

Project Capacity (MW) Capital Investment (Million $) Construction Jobs Permanent Jobs Property Taxes (2010) Activated
Judith Gap 135 $203 150 10 $1,441,874 2005
Diamond Willow 30 $45 100 4 $81,369 2008
Gordon Butte 9.6 $20 20 1 Not applicable 2012
Spion Kop 40 $86 100 4 Not applicable 2012
Musselshell 1 (Shawmut) 10 $20 38 2 Not applicable 2012
Musselshell 2 (Shawmut) 10 $20 37 1 Not applicable 2012
Two Dot (under construction) 9.72 $22 20 1 Not applicable 2014
Glacier I & II 210 $550 486 40 $3,708,734 2008
Rim Rock 189 $400 300 20 Not applicable 2012
Horseshoe Bend 9 $15 20 1.5 $211,888 2006
Martinsdale Colony 2.8 $5 10 0.5 Not available 2006
Various Other Projects 1.5 $4 8 1 Not available Varies

subtotal: 656.62 $1,390 1289 86

Turnbull 13 $10 30 1.5
Lower S Fork (est.) 0.455 $1.5 5 0.5 pending
Flint Creek (est.) 2 $4 6 0.5 pending

subtotal: 15.455 $16 41 2.5

Dave Gates 150 $200 265 10 2011

Project Trans. Capacity Capital Investment (Million $) Construction Jobs Permanent Jobs
MATL 600 $300 180 10

Totals: 1422.075 $1,905 1775 108.5 Total jobs: 1883.5
excluding firming power: 1272.075 $1,705 1510 98.5 1608.5

also excluding transimssion: 672.075 $1,405 1330 88.5 1418.5
Solely RPS development: 259.775 $431.0 506 25.5 531.5

Solely non RPS development: 1012.3 $1,274 1004 73 1077
non RPS excluding transmission: 412.3 $974 824 63 887

National Renewable Energy Laboratory (NREL) calculations for 100MWwind farm (2012):
Direct jobs Local Revenues
70 100 construction jobs $350k $500k in lease payments
6 8 O&M jobs $500k $1 million in local property tax

NaturEner Comparison Glacier 1&2, 210MW:
Direct jobs Local Revenues
350 construction jobs $1 million in lease payment
18 O&M jobs $4 million in local property tax

Judith Gap Comparison, 135MW:
Direct jobs Local revenues
150 construction jobs $400,000
10 O&M jobs $1,441,874 in local property tax

Montana RPS qualifying wind farm economic impacts derived from NREL formula:
Project Capacity (MW) Construction jobs O&M jobs Lease payments Local property tax revenue

Judith Gap 135 95 135 8 11 $472,500 $675,000 $675,000 $1,350,000
Diamond Willow 30 21 30 2 $105,000 $150,000 $150,000 $300,000
Gordon Butte 9.6 7 10 0.5 1 $33,600 $48,000 $48,000 $96,000
Spion Kop 40 28 40 2 3 $140,000 $200,000 $200,000 $400,000
Musselshell 1 (Shawmut) 10 7 10 0.5 1 $35,000 $50,000 $50,000 $100,000
Musselshell 2 (Shawmut) 10 7 10 0.5 1 $35,000 $50,000 $50,000 $100,000
Two Dot (under construction) 9.72 7 10 0.5 1 $34,020 $48,600 $48,600 $97,200

lower total: 172 14 855,120.00$ 1,221,600.00$
upper total: 245 20 1,121,700.00$ 2,443,200.00$

A direct comparison between NREL's estimated impact formula and Judith Gap's actual job and revenue
numbers show that the NREL calcualtion is conservative compared to on the ground realities.

NREL Calculations and Comparisons to Montana Wind Projects

Completed Wind Projects

Ancillary/Firming Generation

Completed Hydro Projects

Wind Transmission Projects

red does
not apply
to the RPS

A direct comparison between NREL's estimated impact formula and NaturEner's actual job and revenue
numbers show that the NREL calcualtion is conservative compared to on the ground realities.

Appendix I
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APPENDIX I
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APPENDIX J

MONTANA 
     EREC

Rev 04 14 

Renewable Energy Credit Report 
Use Form EREC to report your renewable energy credits that you purchased or sold during the 

calendar year.  This report is due annually to the Department of Revenue on or before March 1st of 
each calendar year. 

Name  1. FEIN       

Address  2. Calendar year ending 1 2 / 3 1 / 2 0  

Address  3. If this is an amended report, check here 

City  4. If you address has changed, check this box   
State  Zip  

5. If your business does not, and will not in the future, purchase or sell renewable energy 
credits, check here.  We will remove your business from our mailing list.  

6. Types of entities that are required to file Form EREC.  Select the “type of entity” from the list below and enter the 
corresponding letter type in line 7, column (i) for each purchase or sale of renewable energy credits.

If your purchases and sales meet more than one entity type, report each transaction separately.

A) Public utility that buys renewable energy credits for the purpose of complying with 69-3-2004, MCA 
 B) Competitive electricity supplier that buys renewable energy credits for the purposes of complying with 69-3-

2004, MCA
C) Cooperative utility for purposes of complying with 69-3-2008, MCA 
D) Owner of a renewable electric generation facility located in Montana that sells renewable energy credits 

7.
Type of entity 

Renewable energy 
credits purchased or 

sold 

Renewable energy credits 
purchased or sold in a bundled 

or unbundled transaction 

Renewable energy credits 
purchased or sold 

(see instructions on how to report your value)

(Indicate A,B,C, or D) Purchased Sold Bundled Unbundled Volume Value 
(i) (ii) (iii) (iv) (v) (vi) (vii) 

a)                

b)                

c)                

d)                

e)                

f)                

Signature Title  

Phone Fax  Date  

Appendix K
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FORM EREC INSTRUCTION – RENEWABLE ENERGY CREDIT REPORT
These instructions are to help you prepare your report.  If you have questions about Montana’s Renewable Energy Credit 
Report, please call us toll-free at (866) 859-2254; in Helena at 444-6900, or visit our website at revenue.mt.gov for detailed 
instructions. 

Filing Instructions 

When and where to file.  Your renewable energy credit 
is due on or before March 1st for the previous calendar 
year.

Please mail your original report to Montana Department of 
Revenue, PO Box 5835, Helena, MT 59604-5835. 

Penalty.  If your report is not filed by the due date, a 
penalty of $1,500 will be assessed. 

Specific Instructions

Lines 1 and 2.  Please provide your FEIN and period 
ending date.  

Line 3. If you are amending a prior return, place and “X” 
in the box provided. 

Line 4. If you mailing address has changed, place an “X” 
in the box and print your address in the space provided. 

Line 5. If your business does not, and will not in the 
future, purchase or sell renewable energy credits, place 
and “X” in the box provided. Check this box only if your 
business is not required to file this report, and we sent it 
to you in error. 

Do not place an “X” in this box if you are responsible for 
filing this form, but you did not purchase or sell renewable 
energy credits this calendar year reporting period. 

Line 6. List of entity types that are required to complete 
Form EREC.  If your entity purchases or sells renewable 
energy credits that meet one or more of the types listed 
below, report these transactions separately on line 7. 

[For example, if your business is Entity Type A) a public 
utility that buys renewable energy credits and also Entity 
Type D) an owner of a renewable electric generation 
facility that sells renewable energy credits,  complete line 
7a, reporting the activity as a public utility and line 7b, 
reporting as an owner who sells renewable energy 
credits.]  

Line 7.  Report each renewable energy credit transaction 
separately indicating for each transaction if it was a 
purchase or sale of renewable energy and if the purchase 
or sale was within a bundled or unbundled transaction 
(line 7, columns i through v).  Enter on line 7, column vi 
the number of credits bought or sold and in column vii, the 
price of these credits. 

If your business buys or sells renewable energy credits in 
a market where the price of the credit is not publicly 
disclosed, you are not required to disclose the price in 
column vii, instead enter the market where these credits 

were purchased or sold. See exceptions in 69-3-2010, 
MCA.

Renewable Energy Frequently Asked Questions 

What is a renewable energy credit (REC)? 

 A REC is a measure that acknowledges the 
production of energy from renewable energy sources 
has been generated and delivered onto the power 
grid. 

How are RECs created? 

 A REC is created when 1 megawatt of power has 
been generated by renewable energy sources and 
delivered onto the power grid. 

What are some examples of sources of power that 
possibly qualify for RECs? 

 Solar, wind, geothermal, hydro-power, and biomass 

What kind of information do RECs include? 

 RECs generally include the following information: 
o The date the REC was created 
o The date the generator was built 
o The generator’s location 
o The renewable generation’s associated 

greenhouse gas emissions 
o The RECs eligibility for certification or renewable 

portfolio compliance  

Why are RECs created? 

 RECs are created to memorialize or acknowledge 
that a certain amount of power delivered onto the 
power grid has come from renewable resources. 

Why recognize renewable energy sources introduced 
on the power grid? 

 It is important to recognize the amount of power 
generated and delivered onto the power grid because 
of Montana’s Renewable Portfolio Standards (RPS).  
The state RPS requires that a percentage of some 
entity’s electricity generation come from renewable 
resources.  RECs identify the amount of renewable 
energy produced. 

Why are RECs bought and sold? 

 Generally, RECs are bought and sold so that utilities 
and competitive electricity suppliers can meet their 
RPS requirements. 
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APPENDIX K

The Environmental Impact of Montana’s Renewable Portfolio Standard
Prepared by MT Dept. of Environmental Quality 

Montana’s renewable portfolio standard (RPS), enacted in April 2005 as part of the Montana 
Renewable Power Production and Rural Economic Development Act, requires public utilities 
and competitive electricity suppliers to obtain a percentage of their retail electricity sales from 
eligible renewable resources. Beginning in 2008, public utilities and competitive electricity 
suppliers were required to meet 5% of their total retail electricity sales with renewable electricity 
purchases. This renewable energy requirement was increased to 10% beginning in 2010 and will 
increase to 15% beginning in 2015. Because the RPS applies to only public utilities and 
competitive electricity suppliers, and because subsequent amendments to the RPS exempted 
small utilities and competitive electricity suppliers, the RPS will only apply to four companies in 
Montana in 2013. Combined, these four companies account for approximately half of the state’s 
retail electricity sales. 

As part of Senate Joint Resolution No. 6, the Montana Legislative Council assigned the Energy 
and Telecommunications Interim Committee (ETIC) to conduct a study of the impacts that the 
Montana RPS program has had on the state since its implementation. As part of this study, ETIC 
must review the environmental benefits of the RPS program. 

Since the RPS program was enacted in 2005, Montana has seen more than 650 megawatts (MW) 
of renewable energy projects installed within the state. The vast majority of this renewable 
energy capacity has utilized wind energy technology to take advantage of the state’s strong and 
consistent wind resources. The remaining renewable energy projects have consisted mostly of 
small hydroelectric projects. However, only 250 MW of the more than 650 MW of Montana 
renewable energy capacity have been used for compliance with the Montana RPS. The 189 MW 
Rim Rock and 210 MW Glacier wind farms are being used for compliance with the California 
RPS. Several electricity providers have utilized small amounts of renewable energy from 
neighboring states to meet their Montana RPS requirements. Table 1 below shows the number of 
megawatt-hours (MWh) of renewable energy each electricity provider has submitted to achieve 
RPS compliance through 2012 and estimates the acquisitions needed for future compliance. 

Table 1 - Renewable Energy Required to Meet Montana RPS (MWh)i

  2008 2010 2012 2015 2020 2025 2030 
Northwestern Energy 296,696 583,403 592,007 908,584 965,764 1,022,772 1,085,243
MDU 34,718 70,040 74,756 114,732 121,953 129,151 137,040
PPL Treasure State 4,058 7,712 20,406 31,318 33,289 35,254 37,407
Electric City Power * * 9,587 14,714 15,640 16,564 17,575
Other 1,490 17,771  17,429
Total 336,962 678,926 714,186 1,069,349 1,136,645 1,203,741 1,277,265
Cumulative 336,962 1,362,127 2,768,137 5,246,420 10,791,229 16,674,357 22,906,403

* Paid fee instead of procuring renewable energy 
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Based on the market activities within the electricity sector since 2005, the Montana RPS is 
having an impact on the electricity sector. A wide range of environmental benefits can be 
ascribed to these activities depending upon the assumptions being made. The DEQ has identified 
two key areas where increased renewable energy use within Montana has resulted in 
environmental benefits: air quality and water consumption. 

Air Quality 

For this analysis, the DEQ will use the emissions accounting methods recommended by the U.S. 
Environmental Protection Agency’s (EPA) Green Power Partnership that call for reporting air 
quality impacts based on the use and retirement of renewable energy credits (RECs), which 
denote 1 MWh of renewable electricity generation. The air quality impact of the Montana RPS 
can be best estimated by determining what types of energy generation Montana electricity 
providers are reducing their purchases of in response to increased renewable energy purchases. 
While more than 90% of the electricity generated in Montana currently comes from either coal-
fired power plants or large hydroelectric dams, Montana’s electricity consumption patterns are 
far more complicated. Much of the electricity generated in Montana is exported to other states 
while electricity generated in the broader region, including natural gas and nuclear power, is 
imported. As a result, the air quality emissions associated with Montana’s electricity 
consumption are best estimated by using regional grid emission factors, not Montana specific 
numbers.

The EPA's 2012 Emissions and Generation Resource Integrated Database (eGRID) tracks 
emissions from the nation's power plants and aggregates these emissions to create state and 
regional grid averages, including average emission rates for all of a state or region's electricity 
generation and also for only the non-baseload generation. Non-baseload generation is the 
electricity generation used to meet fluctuations in electricity demand over the course of the day. 
It is the type of generation resource most likely to be replaced by renewable energy generation, 
especially when considering the high percentage of wind energy, whose output can vary 
throughout the day, being used to meet Montana's RPS.  

The majority of Montana resides within the Northwest Power Pool (NWPP) sub-region of the 
western U.S. electricity grid. The NWPP has a diverse generation mix, generating 47% of its 
electricity in 2009 from hydroelectric dams, 30% from coal, and 15% from natural gas.ii

However, the service territory of Montana-Dakota Utilities in eastern Montana resides within the 
eastern U.S. grid and is part of the Midwest Reliability Organization West (MROW) sub-region. 
Unlike the NWPP sub-region, MROW generated 69% of its electricity in 2009 from coal power 
plants, 14% from nuclear, 9% from wind. Natural gas accounted for only 2% of generation in the 
region.iii
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Figure 1 - Generation Mix in NWPP and MROW Sub-regions 

The DEQ estimates avoided air pollution emissions based on eGRID's regional, non-baseload 
average emission rates, because these figures represent the best available data for estimating how 
the regional electricity market adjusts to accommodate renewable energy generation and 
consumption. These figures are the industry standard for estimating the air quality impacts of 
renewable energy consumption and can be found in Table 2.iv

Table 2 - Electricity Emissions Rates for Select Resourcesv

CO2 NOx SO2

mT/MWh lbs/MWh lbs/MWh 
eGRID State and Sub-regional, Non-Baseload Emission Rates 

Montana 1.025 2.806 2.492 
NWPP 0.637 1.501 1.160 
MROW 0.959 3.236 5.769 

The NWPP sub-region's average, non-baseload emission rates reflect the diversity of energy 
resources used to meet non-baseload electricity demand within the sub-region, falling 
approximately in the middle between the typical emission factors associated with coal and 
natural gas power plants. In contrast, the average, non-baseload emission rates within the 
MROW sub-region are only slightly less than the emission rates associated with a typical coal 
power plant. This is because the MROW sub-region's non-baseload power is dominated by coal 
power plants. 

Air Quality Summary 

The air quality impact of the Montana RPS program, in terms of avoided air emissions, can be 
calculated by multiplying the average non-baseload emission rates for the two sub-regions by the 
number of RECs used by the electricity providers to achieve RPS compliance.  

As shown in Table 3 below, for the calendar year 2012, electricity provider compliance with the 
Montana RPS is estimated to have avoided emitting 479,000 metric tons of carbon dioxide, 545 

Coal

Hydro

Natural
Gas

Nuclear
Wind

Other

NWPP

Coal

Nuclear

Wind
Hydro

Natural
Gas Other

MROW
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metric tons of nitrogen oxide, and 532 metric tons of sulfur dioxide.vi The avoided carbon 
dioxide emissions alone are equivalent to taking almost 100,000 cars off the road for a year. Had 
Montana not consumed this renewable energy, the CO2 emissions associated with the state's 
retail electricity consumption in 2012 would have been an estimated 6.15 million metric tons 
instead of 5.67 million metric tons, an 8.4% increase in emissions.vii

In calendar year 2015, the first year of compliance at the RPS program's 15% renewable energy 
standard, the RPS program is equivalent to avoided air emissions of nearly 700,000 metric tons 
of carbon dioxide, equivalent to taking 150,000 cars off the road for a year, as well as almost 800 
metric tons of nitrogen oxide and sulfur dioxide. Without this renewable energy consumption, 
the CO2 emissions associated with Montana's retail electricity consumption can be expected to be 
at least 12.7% higher in 2015 than they will be if Montana's RPS achieves 100% compliance.viii

Table 3 - Estimated Annual Avoided Emissions from RPS Complianceix

2008 2010 2012 2015 2020 2025 2030 
RECs Required (MWh) 336,962 678,926 714,186 1,069,349 1,136,645 1,203,741 1,277,265
CO2 Metric Tons 225,863 455,108 479,092 696,912 704,446 709,486 715,925
NOx Metric Tons 257 517 545 794 803 809 816
SO2 Metric Tons 250 504 532 778 787 793 800

Through 2012, the cumulative air quality impact from avoided power plant emissions in the 
region, shown in Table 4 below, is equal to more than 1.85 million metric tons of carbon dioxide 
and more than 2,000 metric tons of both nitrogen oxide and sulfur dioxide. Through 2030, the 
current RPS program could avoid as much as 14 million metric tons of carbon dioxide that would 
otherwise be associated with Montana’s retail electricity consumption. 

Table 4 - Estimated Cumulative Avoided Emissions from RPS Compliancex

2008 2010 2012 2015 2020 2025 2030 

RECs Required (MWh) 336,962 1,362,127 2,768,137 5,246,420 10,791,229 16,674,357 22,906,403

CO2 Metric Tons 225,863 912,745 1,855,520 3,484,610 6,990,408 10,527,873 14,091,458

NOx Metric Tons 257 1,037 2,110 3,996 7,961 11,993 16,054

SO2 Metric Tons 250 1,008 2,053 3,872 7,789 11,470 15,721

Water Consumption 

Along with being a major emitter of carbon dioxide and other key air pollutants, the electricity 
industry is also one of the largest consumers of water in the country. The water is used to operate 
the steam generators that power most conventional, thermal power plants as well as to cool the 
resulting steam back to liquid water. Significant amounts of water are also used to control 
pollution emissions and, in the case of coal power plants, to transport coal ash into settling 
ponds. In contrast, Montana's existing renewable energy developments consume minimal 
amounts of water. 
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Using figures reported to the U.S. Energy Information Administration (EIA) in Form 923, a 
typical large coal power plant utilizing a recirculating cooling system will consume and 
evaporated an average of 550 gallons of water for every MWh of electricity generated by the 
power plant. Alternatively, newer NGCC power plants tend to consume less water than older 
coal power plants, but a typical NGCC power plant with a recirculating cooling system still 
consumes approximately 160 gallons of water per MWh of electricity generated. Assuming the 
avoided regional generation from increased renewable energy consumption is equally divided 
between coal and natural gas power plants, each MWh of renewable energy consumption avoids 
the consumption of an estimated 355 gallons of water. This translates into a quarter of a billion 
gallons of water saved in 2012 alone as a result of Montana’s RPS and just under 1 billion 
gallons saved between 2008 and 2012, as is shown in Table 5. 

Table 5 – Potential Avoided Water Consumption from Renewable Energy Generationxi

 Type of Power Plant 

Water Consumed 
(/MWh) 

Potential 2012 Water 
Savings  

(gallons)* 

Potential Cumulative 
Water Savings  

(gallons)** 
Conventional Coal 550 390,000,000 1,500,000,000
NGCC 160 110,000,000 440,000,000
50-50 Split 355 250,000,000 970,000,000

* /MWh water consumption rate multiplied by 714,186 MWh, the total number of RECs used to meet Montana’s 
2012 RPS requirements. 
**/MWh water consumption rate multiplied by 2,768,137 MWh, the cumulative number of RECs used to meet 
Montana’s RPS through 2012. 

Economic Impacts 

In addition to the environmental impact of Montana’s RPS, it’s worth noting that the RPS has 
also had a significant economic impact within the state, particularly in more rural counties. Since 
2005, renewable energy projects developed directly in response to Montana’s RPS requirement 
have created approximately 335 temporary construction jobs and 26 permanent jobs. These 
projects have resulted in over $400 million in total capital investment in Montana. In addition, 
250 megawatts of generation capacity have been built in Montana with no additional emissions 
and little water consumption. As we continue to review the impacts of the RPS with ETIC, 
DEQ’s State Energy Office looks forward to providing further analysis regarding the economic 
impacts to local communities and the state from Montana’s RPS program. 

Conclusions

The environmental benefit of Montana’s RPS can be quantified using reasonable assumptions 
about the impacts increased renewable energy generation in Montana are having on the rest of 
the electricity sector. Increased renewable energy generation and consumption in Montana have 
helped to decouple the connection between increased electricity consumption and increased 
environmental degradation. By generating increasing amounts of renewable energy locally, 
Montana is able to meet its increased electricity demand without increasing its greenhouse gas 
and criteria air pollution emissions and without increasing water consumption.
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Because Montana is part of two larger electricity grids, the environmental benefits of the 
Montana RPS program are not limited to Montana and are being achieved throughout the region. 
However, it’s also the case that at least some of the environmental benefits of other state RPS 
programs are being felt in Montana since the state is now a major exporter of renewable 
electricity, just as it is a major exporter of conventionally generated electricity. As a result, the 
region’s commitment to renewable energy benefits Montana’s environment, just as Montana’s 
commitment to renewable energy benefits the region’s environment. 

i RECs used for years 2008 through 2012 come from Public Service Commission Summary of Renewable Portfolio
Standard Compliance documents. All REC requirements beyond 2012 were calculated by projecting retail sales
growth using the U.S. Energy Information Administration’s Mountain region retail sales growth estimates for 2013
through 2030.
ii Based on eGRID 2012 figures which utilize electricity generation figures from 2009.
iii Based on eGRID 2012 figures which utilize electricity generation figures from 2009.
iv While Montana electricity providers are meeting the current 10% renewable energy standard, they represent
only half the retail sales within the state. In addition, retail sales are typically less than half the total electricity
generation in Montana in a given year, with the net surplus electricity exported to other states.
v The emission rates for Table 2 are from eGRID 2012 which utilizes emission figures from 2009.
vi Calculated using EPA’s Greenhouse Gas Equivalency Calculator. http://www.epa.gov/cleanenergy/energy
resources/calculator.html#results.
vii The total CO2 emissions figure for Montana’s retail electricity consumption with RPS renewable energy
consumption was calculated by multiplying the sub regional average CO2 emissions rates (subtracting renewable
energy generation) for NWPP and MROW from eGRID 2012 by an assumed 13.3 million MWh of non renewable
retail electricity consumption in 2012 and assumed that NWPP represented 92% of the state’s retail electricity
sales while MROW accounted for 8%. The potential total CO2 emissions without the consumption of renewable
energy was calculated by adding the avoided CO2 emissions calculated in Table 3 to the total CO2 emissions figure
that included the RPS renewable energy.
viii Calculated using the methodology used in endnote vii above but including the assumed electricity demand
growth between 2012 and 2015 noted in endnote i as well as the slightly lower CO2 emissions rate for the NWPP
and MROW grids in 2015 as described in endnote ix below.
ix Calculated by multiplying each electricity provider’s number of RECs needed for compliance by the appropriate
regional avoided grid emissions rates. Beginning in 2013, the avoided emission rates are reduced by 1% annually to
account for air quality benefits associated with business as usual technology improvements and to account for the
ongoing trend towards using cleaner burning fuels for electricity generation.
x Calculated by multiplying each electricity provider’s number of RECs needed for compliance by the appropriate
regional avoided grid emissions rates. Beginning in 2013, the avoided emission rates are reduced by 1% annually to
account for air quality benefits associated with business as usual technology improvements and to account for the
ongoing trend towards using cleaner burning fuels for electricity generation.
xi Figures calculated using EIA Form 923 water consumption data from years 2009 through 2012 for the Colstrip
and Port Westward power plants.
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APPENDIX L

**** Bill No. **** 

Introduced By ************* 

By Request of the Energy and Telecommunications Interim Committee 

 

A Bill for an Act entitled: "An Act requiring public utilities 

and competitive electricity suppliers subject to the renewable 

energy standard to prepare a cost-benefit report; establishing 

report requirements; amending section 69-3-2005, MCA; and 

providing an immediate effective date and a retroactive 

applicability date." 

 

Be it enacted by the Legislature of the State of Montana: 

 

 Section 1.  Section 69-3-2005, MCA, is amended to read: 

 "69-3-2005.  Procurement -- cost recovery -- reporting. (1) 

In meeting the requirements of this part, a public utility shall: 

 (a)  conduct renewable energy solicitations under which the 

public utility offers to purchase renewable energy credits, 

either with or without the associated electricity, under 

contracts of at least 10 years in duration; 

 (b)  consider the importance of geographically diverse rural 

economic development when procuring renewable energy credits; and 

 (c)  consider the importance of dispatch ability, 

seasonality, and other attributes of the eligible renewable 

resource contained in the commission's supply procurement rules 

when considering the procurement of renewable energy or renewable 

energy credits. 
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 (2)  A public utility that intends to enter into contracts 

of less than 10 years in duration shall demonstrate to the 

commission that these contracts will provide a lower long-term 

cost of meeting the standard established in 69-3-2004. 

 (3)  (a) Contracts signed for projects located in Montana 

must require all contractors to give preference to the employment 

of bona fide Montana residents, as defined in 18-2-401, in the 

performance of the work on the projects if the Montana residents 

have substantially equal qualifications to those of nonresidents. 

 (b)  Contracts signed for projects located in Montana must 

require all contractors to pay the standard prevailing rate of 

wages for heavy construction, as provided in 18-2-414, during the 

construction phase of the project. 

 (4)  All contracts signed by a public utility to meet the 

requirements of this part are eligible for advanced approval 

under procedures established by the commission. Upon advanced 

approval by the commission, these contracts are eligible for cost 

recovery from ratepayers, except that nothing in this part limits 

the commission's ability to subsequently, in any future cost-

recovery proceeding, inquire into the manner in which the public 

utility has managed the contract and to disallow cost recovery if 

the contract was not reasonably administered. 

 (5) (a) Before September 1 of the year preceding a 

legislative session, a public utility or competitive electricity 

supplier subject to 69-3-2004 shall submit a cost-benefit report 

to the energy and telecommunications interim committee provided 

for in 5-5-230. 
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 (b)  The cost-benefit report shall include, but is not 

limited to, an estimation of the: 

 (i)  rate impact of the activities of the public utility or 

competitive electricity supplier necessary to comply with this 

part. The rate impact estimate must be for wholesale rates and, 

if the utility or supplier makes retail sales, the estimate must 

include the impact on those sales; and 

 (ii)  avoided air pollutant emissions, the in-state economic 

impacts, or other benefits attributable to compliance with this 

part. 

 (c)  The public utility or competitive electricity supplier 

shall provide the methodologies and assumptions used in the 

estimations required pursuant to subsection (5)(b). 

 (d)  The energy and telecommunications interim committee 

shall review the reports required pursuant to this subsection (5) 

and, if necessary, submit recommendations regarding the 

requirements of this part to the legislature.  

 (5)(6)  A public utility or competitive electricity supplier 

shall submit renewable energy procurement plans to the commission 

in accordance with rules adopted by the commission. The plans 

must be submitted to the commission on or before: 

 (a)  June 1, 2013, for the standard required in 69-3-

2004(4); and 

 (b)  any additional future dates as required by the 

commission. 

 (6)(7)  A public utility or competitive electricity supplier 

shall submit annual reports, in a format to be determined by the 
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commission, demonstrating compliance with this part for each 

compliance year. The reports must be filed by March 1 of the year 

following the compliance year. 

 (7)(8)  For the purpose of implementing this part, the 

commission has regulatory authority over competitive electricity 

suppliers." 

{Internal References to 69-3-2005: None.} 

 

 NEW SECTION.  Section 2.  {standard} Effective date. [This 

act] is effective on passage and approval. 

 

 NEW SECTION.  Section 3.  {standard} Retroactive 

applicability. [This act] applies retroactively, within the 

meaning of 1-2-109, to public utilities and competitive 

electricity suppliers subject to the standard established in 69-

3-2004 on or after the compliance year beginning January 1, 2015. 

- END - 
{Name : Sonja E. Nowakowski 
Title : Research Analyst 
Agency : LSD LEPO 
Phone : 406-444-3078 
E-Mail : snowakowski@mt.gov} 
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APPENDIX M

Rate Impacts of the Montana Renewable Portfolio Standard (RPS) and
Community Renewable Energy Project (CREP) Requirements

Prepared by Larry Nordell and Jaime Stamatson, MCC Staff

Background

The Renewable Power Production and Rural Economic Development Act (69 3 20, MCA) was enacted on
April 2005 and went into effect on June 2006. It includes both a Renewable Portfolio Standard (RPS)
component (a percentage of retail sales that must be met with “eligible renewable resources,” new
resources meeting certain size and energy source requirements) and a Community Renewable Energy
Project (CREP) component (projects that are locally or utility owned with a nameplate capacity of 25
MW or less) that public utilities and competitive electric suppliers must satisfy. The RPS component is as
follows:

January 1, 2008 through December 31, 2009: 5% of retail sales.

January 1, 2010 through December 31, 2014: 10% of retail sales.

January 1, 2015 and each succeeding compliance year: 15% of retail sales.

Beginning January 1, 2012, as part of the compliance with the RPS, public utilities must also purchase at
least 50 MW in CREP nameplate capacity, increasing to 75 MW on January 1, 2015. This total number is
allocated proportionally among public utilities based on their respective retail sales and both the energy
and associated Renewable Energy Credits (RECs) included in CREPs. NorthWestern’s share of the
statewide CREP requirement is 44MW; MDU is responsible for 5.6MW.

Role of Qualifying Facilities (QFs)

The Public Utility Regulatory Policies Act (PURPA) (1978) established a class of generators that receive
favorable rate and regulatory treatment. These facilities are either small power production facilities or
cogeneration facilities.

Small power production facilities are generally 80 MW or less and are primarily fueled by renewable,
biomass, waste, or geothermal resources. Cogeneration facilities are facilities that produce electricity
and a useful form of thermal energy in a way that is more efficient than just the production of electricity
or thermal energy alone. There is no size limit on eligible cogeneration facilities.

Under PURPA, utilities must purchase the energy produced by QFs in one of two ways. If the QF is
below a certain threshold (100 kW or less under Federal law, 3 MW or less currently under Montana
Public Service Commission rule A.R.M. 38 5 1902) it must be offered a standard rate equal to a utility’s
avoided cost. If the QF is above the threshold, then utilities only have to purchase energy from them if
the QF is selected as the winner through a competitive solicitation process.
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QFs generally count towards the RPS and the CREP standard because they are usually renewable and
often locally owned. They are also often below the size threshold (currently 3 MW, but formerly 10 MW)
that allows them to take advantage of the standard offer rate which forces utilities to purchase energy
from them at avoided cost. Therefore, any analysis of rate impacts that are attributable to the RPS and
the CREP standard must account for QFs and remove them from the impact because even though they
may help satisfy the RPS and CREP standards, Federal law requires Montana utilities to purchase from
them if they fall below the 3 MW threshold. However, for QF contracts signed after the effective date of
Order D2010.7.77, RECs must be purchased separately from the QF power output and any RECs
purchased from QFs used for compliance with the RPS must be attributed to the RPS.

Regulation

Wind resources tend to be highly variable and create challenges for NorthWestern in meeting
mandatory reliability standards set by the North American Electric Reliability Corporation (NERC) and
enforced by the Federal Energy Regulatory Commission (FERC). Meeting those standards requires
regulation service to offset the fluctuations in wind production. Before Dave Gates Generating Station
(DGGS) was built, NorthWestern bought regulation service from third party providers. Since the plant
has been in service it has been the main, if not sole provider of regulation service for NorthWestern.

For MDU, regulation is provided by Midcontinent Independent System Operator (MISO).

NorthWestern Energy (NWE)

In a January 2014 response to an ETIC Survey for Utilities and Suppliers, NWE stated that it used the
following resources to comply with the RPS:

Judith Gap: 135 MW

Gordon Butte: 9.6 MW

Turnbull: 13 MW

Spion Kop: 40 MW

Flint Creek: 2 MW

Lower South Fork: 0.5 MW

Additionally, the Company stated Gordon Butte, Flint Creek, and Lower South Fork were used to comply
with the CREP requirement.

Analysis of Resources Used For Compliance

Judith Gap: Judith Gap is a wind powered generation facility with a 135 MW nameplate capacity. This
windfarm pre dates the RPS (construction started 1/1/2005 and went into service 2/16/2006) but is
used to comply with it. There is no evidence in testimony or orders in the preapproval filing (Docket No.
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D2005.2.14) that this facility was approved with any thought of a future RPS in Montana so it cannot be
directly attributed to the RPS.

Gordon Butte: Gordon Butte is a windfarm with a 9.6 MW nameplate capacity and an in service date of
1/3/2012. This facility is both RPS and CREP compliant but it is also a QF and the developer is paid under
the standard offer QF 1 rate that was available at the time that included RECs. Therefore, RPS and CREP
compliance are ancillary benefits NWE receives because the Company is required to purchase energy
from it under PURPA. (Note that in the absence of a Montana RPS, the RECs generated by bundled QFs
could be sold off system. These opportunity costs are not counted in this analysis.)

Turnbull: Turnbull is a hydroelectric facility with a 13 MW nameplate capacity and an in service date of
7/15/2011. This facility is both RPS and CREP compliant and NWE states that they procured Turnbull via
a competitive bid for CREP resources.

Spion Kop: Spion Kop is a windfarm with a 40 MW nameplate capacity and an in service date of
12/1/2012. (Full production began the previous month.) It is owned by NWE and was purchased at a
capacity cost of $1947/kW. It is used to comply with the RPS and it is reasonable to conclude that it was
built for compliance based on testimony (Docket No. D2011.5.41).

Flint Creek: Flint creek is a hydroelectric facility with a 2 MW nameplate capacity and an in service date
of 3/14/2013. This facility is both RPS and CREP compliant but energy is purchased from it based on the
QF 1, Option 1(a) tariff rate. NWE would be required to purchase its output in the absence of both RPS
and CREP legislation. RECs do not come bundled with the electricity but are purchased separately.
Therefore associated REC costs are attributable to the RPS and CREP standard.

Lower South Fork: Lower South Fork is a hydroelectric facility with a 0.5 MW nameplate capacity and an
in service date of 8/14/2012. This facility is both RPS and CREP compliant but energy is purchase based
on the QF 1, Option 1(a) tariff rate. NWE would be required to purchase its output in the absence of
both RPS and CREP legislation. RECs do not come bundled with the electricity; so associated REC costs
are attributable to the RPS and CREP standard.

Musselshell: Musselshell is a wind facility with a 20 MW nameplate capacity and an in service date of
1/1/2013. This facility is RPS compliant but it is a Qualifying Facility with energy purchased under the old
REC bundled QF rate option at $69.21/MWh. It was not used to meet the RPS standard during the
period studied in this report (through the 2012 13 Tracking Year).

ETIC has requested that MCC estimate the costs, if any, to ratepayers that are attributable to the RPS
and CREP standards. MCC’s analyses are constrained by the availability of data. Estimation of the costs
to ratepayers requires assumptions about what resources would have been purchased, and the cost of
those resources, in lieu of those acquired for the purpose of meeting the RPS and CREP standards. For
example, one possible assumption could be that the utility’s avoided cost is a measure of the costs that
would have been incurred. For QF resources this means the only additional costs would be the costs of
RECs purchased separately. For non QF resources the additional costs would be the difference between
the relevant QF rate and the cost actually paid, plus regulation costs if appropriate, plus the costs of
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RECs purchased separately, also if appropriate. An alternate assumption could be that the power
provided by the CREP and RPS resources would have been purchased in the spot market. A third
alternative is that the power would have been purchased at a cost similar to that of other assumed long
term resources. Another alternative could be a weighted average of the long term and spot market
costs.

NorthWestern’s non QF RPS and CREP resources are Judith Gap, Spion Kop, and Turnbull Hydro. Judith
Gap’s cost is considerably lower than the QF rate. When NorthWestern built the DGGS plant for
regulation it assigned wind the incremental capital costs of the plant above that needed for regulation
of load and transmission customers, in the range of $13 per MWh of wind. Even adding this value for
regulation the total cost of Judith Gap is below avoided cost. Spion Kop, including current estimates for
the cost of regulation, is $45.22, also well below avoided cost. Turnbull Hydro’s cost is $65.75;
regulation is not an issue for hydro plants. Because this rate is below the average avoided cost (75.26)
for peak months of July and August, when most of Turnbull’s production arises, Turnbull has lower
overall costs than the avoided cost alternative. Therefore the net impact of CREP and RPS to ratepayers,
when measured by the avoided cost example would be negative.

The following analyses compare the cost to ratepayers of the CREP and RPS resources using the spot
market and the weighted average spot and long term contract cost alternatives.

Analysis of Rate Impacts Pre 2012 2013 Tracker Year

For the first several years of the RPS requirement, through the 2009 2010 tracking year, the Judith Gap
plant provided sufficient RECs for NorthWestern’s full requirement for RECs. Because the Judith Gap
facility was purchased at such an advantageous rate before the imposition of RPS, for this period no
additional costs were placed on ratepayers by the RPS requirement. Therefore, our analysis begins with
the 2010 2011 tracking year.

Rate impacts were determined by analyzing the change in supply rates in NWE’s Annual Electric Tracker
filings by removing the resources directly attributable to the RPS and replacing them with either (a)
market purchases or (b) a 50/50 mix of market purchases and long term contacts. This allows us to
compare the change in costs (under the two assumptions about alternative resources) that can be
directly attributed to the RPS. As noted above, different assumptions could be used and different
impacts would be derived.

NWE Annual Electric Tracker filings were analyzed from the beginning of the implementation of the RPS
up to the point that the last actual tracker information was present, in this analysis the 2011 2012
tracker year. Beyond the 2011 2012 tracker year there currently is no actual production and cost
information filed (the 2012 2013 tracker filing is expected in May, 2014). This analysis only looks at the
rate impact of Turnbull and leaves out any rate impact of Spion Kop, Flint Creek, Lower South Fork, or
Musselshell, because they were not in operation during that period.
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Market Replacement

50/50 Market/Long Term

Regulation and Other Costs of Wind Resources

We do not have an unambiguous estimate of the cost of regulation from DGGS. NorthWestern’s
original estimate was approximately $13 per MWh of wind; this estimate charged load and transmission
regulation with almost all the capital costs of DGGS and treated wind as an incremental user of
regulation services. A fully allocated cost of regulation from DGGS would be much higher. FERC’s
decisions on how much transmission customers may be charged has created additional uncertainty over
who will be responsible for resulting shortfalls in cost recovery. More recently, based on sunk costs of

Jul 10 Aug 10 Sep 10 Oct 10 Nov 10 Dec 10 Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11 Average
Total delivered cost ($/MWh) $43.5349 $40.5213 $38.7577 $38.5227 $38.7338 $40.3214 $31.8041 $32.3079 $30.4854 $37.7652 $35.0958 $36.4529 $36.9442
Total delivered cost w/o Turnbull $43.5349 $40.5213 $38.7577 $38.5227 $38.7338 $40.3214 $31.8041 $32.3079 $30.4854 $37.7652 $35.0958 $36.3375 $36.9361
% change w/o Turnbull 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.32% 0.02%

Jul 10 Aug 10 Sep 10 Oct 10 Nov 10 Dec 10 Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11 Total
Total delivered cost $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $61,672.65 $61,672.65
Total delivered cost w/o Turnbull $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $9,207.34 $9,207.34
Difference in Cost w/o Turnbull $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $52,465.31 $52,465.31

Jul 11 Aug 11 Sep 11 Oct 11 Nov 11 Dec 11 Jan 12 Feb 12 Mar 12 Apr 12 May 12 Jun 12 Average
Total delivered cost ($/MWh) $33.7801 $31.9969 $32.8019 $33.8572 $35.7915 $32.7086 $34.1850 $32.3373 $33.8536 $37.0074 $42.2958 $32.4703 $34.3349
Total delivered cost w/o Turnbull $33.1601 $31.3626 $32.3353 $33.9075 $35.7915 $32.7086 $34.1850 $32.3373 $33.8536 $37.0074 $41.7021 $31.5114 $34.0643
% change w/o Turnbull 1.84% 1.98% 1.42% 0.15% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 1.40% 2.95% 0.79%

Jul 11 Aug 11 Sep 11 Oct 11 Nov 11 Dec 11 Jan 12 Feb 12 Mar 12 Apr 12 May 12 Jun 12 Total
Total delivered cost $445,335.75 $519,807.80 $381,248.57 $55,581.84 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $315,218.62 $559,493.45 $2,276,686.03
Total delivered cost w/o Turnbull $92,371.47 $130,550.78 $149,187.91 $79,726.85 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $14,210.42 $43,588.12 $509,635.55
Difference in Cost w/o Turnbull $352,964.28 $389,257.02 $232,060.66 $24,145.01 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $301,008.20 $515,905.33 $1,767,050.48

Jul 10 Aug 10 Sep 10 Oct 10 Nov 10 Dec 10 Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11 Average
Total delivered cost ($/MWh) $43.5349 $40.5213 $38.7577 $38.5227 $38.7338 $40.3214 $31.8041 $32.3079 $30.4854 $37.7652 $35.0958 $36.4529 $36.9442
Total delivered cost w/o Turnbull $43.5349 $40.5213 $38.7577 $38.5227 $38.7338 $40.3214 $31.8041 $32.3079 $30.4854 $37.7652 $35.0958 $36.3428 $36.9365
% change w/o Turnbull 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.30% 0.02%

Jul 10 Aug 10 Sep 10 Oct 10 Nov 10 Dec 10 Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11 Total
Total delivered cost $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $61,672.65 $61,672.65
Total delivered cost w/o Turnbull $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $11,628.00 $11,628.00
Difference in Cost w/o Turnbull $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $50,044.65 $50,044.65

Jul 11 Aug 11 Sep 11 Oct 11 Nov 11 Dec 11 Jan 12 Feb 12 Mar 12 Apr 12 May 12 Jun 12 Average
Total delivered cost ($/MWh) $33.7801 $31.9969 $32.8019 $33.8572 $35.7915 $32.7086 $34.1850 $32.3373 $33.8536 $37.0074 $42.2958 $32.4703 $34.3349
Total delivered cost w/o Turnbull $33.2770 $31.5110 $32.4673 $33.8365 $35.7915 $32.7086 $34.1850 $32.3373 $33.8536 $37.0074 $41.8175 $31.7560 $34.1224
% change w/o Turnbull 1.49% 1.52% 1.02% 0.06% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 1.13% 2.20% 0.62%

Jul 11 Aug 11 Sep 11 Oct 11 Nov 11 Dec 11 Jan 12 Feb 12 Mar 12 Apr 12 May 12 Jun 12 Total
Total delivered cost $445,335.75 $519,807.80 $381,248.57 $55,581.84 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $315,218.62 $559,493.45 $2,276,686.03
Total delivered cost w/oTurnbull $158,940.42 $221,608.14 $214,825.96 $45,638.43 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $72,734.39 $175,211.77 $888,959.10
Difference in Cost w/o Turnbull $286,395.33 $298,199.66 $166,422.61 $9,943.41 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $242,484.23 $384,281.68 $1,387,726.93
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DGGS, NWE testimony in the Spion Kop docket estimated incremental regulation costs for that resource
as less than $1.30 per MWh (based upon a 39% capacity factor for Spion Kop and increased operating
costs at DGGS equal to $.03 per MWh of utility load); the Commission evaluated alternate levelized
regulation costs as high as $4.32. Further uncertainty comes from both FERC and the Genivar study with
regard to how much regulation service is necessary to accommodate wind, and therefore how much
wind NorthWestern can integrate on its system before having to expand its regulating resource
capability. For this analysis we will accept NorthWestern’s Spion Kop value of $1.30 for the current
incremental operating costs that would be associated with the presence or absence of RPS and CREP
resources.

NorthWestern indicates that its imbalance costs have risen as the reliance on wind has increased. Total
utility imbalance costs are now in the neighborhood of $5.5 million per year; however neither we nor
NorthWestern have any estimate of either an allocation of these annual costs to wind and other
sources of imbalance or of the marginal imbalance costs associated with additional MW of installed
wind on NorthWestern’s system. There are also minor additional costs directly attributable to wind,
such as the cost of participating in the Western Renewable Energy Generation Information System
(WREGIS) used for tracking RECs in the Western Interconnection, and for the installation and operation
of meteorological towers for purposes of wind forecasting. These costs have not been included here but
would likely lead to a small increase in the estimated cost to ratepayers of the RPS and CREP standards.

Post 2011 2012 Tracker Year

Post 2011 2012 Electric Tracker data is not yet available. Therefore, we cannot conduct an identical
impact analysis in supply rates. Rather we estimate the impact using REC purchases, QF contract or PPA
contract prices, and estimated regulation costs to calculate the resource cost, and either a 50 50 mix of
Mid C prices and a surrogate measure of long term contracts calculated from the median ratio of long
term to market in the 2010 2011 and 2011 2012 tracker years, or spot market purchases as the
surrogate for the cost of power that would have been purchased in the absence of the CREP and RPS
requirements1. As discussed previously, an alternate assumption which values the surrogate cost of
power at NorthWestern’s avoided cost would result in negative costs to ratepayers for Spion Kop and
Turnbull, offset only by the very modest cost of purchasing RECs from South Fork and Flint Creek. Our
estimate of the ratepayer impacts is therefore bracketed by alternate assumptions about the cost of
resources that would otherwise have been acquired.

Turnbull Hydro: The rate for electricity NWE pays for Turnbull is $65.75/MWh, with RECs bundled. We
estimate the additional costs to ratepayers, compared with the spot market alternative, at $1,352,872

1 Also, we have assumed that purchases at Mid C would be swapped for Colstrip power to avoid
wheeling costs. If that option were not possible, wheeling charges of $5 to $8 per MWh would have to
be added to the alternate power costs, also significantly reducing the estimated excess cost to
ratepayers of the RPS.



RENEWABLES | REWARDS AND RISKS153

for the 2012 13 Tracking Year. Using a 50/50 assumption for the alternate supply, we estimate the
additional costs for Turnbull at $1,020,813.

Spion Kop: We can estimate the costs for 2013 from the actual costs associated with the plant
($6,217,339 fixed costs plus $113,139 variable costs), and the actual production by month for calendar
year 2013 (144,150 MWh). The resulting cost estimate for the first year of production is $43.92/MWh.
Regulation brings this estimate to $45.22/MWh. We estimate additional costs attributable to the RPS,
compared with the spot market alternative, to be $2,739,714 for the 2012 13 Tracking Year. Using a
50/50 assumption for the alternate supply, we estimate the additional costs for Spion Kop at
$1,156,405.

Flint Creek: NWE purchases power from Flint Creek at a rate of $90.87/MWh for high load hours and
$54.44/MWh for low load hours. (High load hours are 16 hours a day, 6 days a week during the months
of December, January, February, July and August. Low load hours are all other hours during those
months, and all hours during the other seven months.) RECs are purchased separately at a price of
$6.73. We estimate the additional cost associated with the RPS and CREP to be $22,061 for the 2012 13
Tracking Year.

Lower South Fork: NWE purchases power from Lower South Fork under the QF 1 rate of $90.87/MWh
for high load hours and $54.44/MWh for low load hours. RECs are purchased separately at a price of
$6.73. We estimate the additional cost associated with the RPS and CREP standards at $6,232 for the
2012 13 Tracking Year.

Musselshell Wind: NWE purchases power from Musselshell under the old bundled REC QF rate option
of $69.21/MWh. RECs are included. Because Musselshell Wind would still have to be acquired under
PURPA if there were no RPS or CREP requirements, there are no additional costs to ratepayers
associated with this facility.

Montana Dakota Utilities (MDU)

MDU serves loads in Montana, North Dakota and South Dakota, with loads split approximately 66
percent in North Dakota, 5 percent in South Dakota, and 29 percent in Montana. North Dakota and
South Dakota each have legislation setting renewable goals for utilities to meet 10 percent of load
within the state by “renewable, recycled or conserved” energy, but do not require the retirement of
RECs to satisfy the goal.

MDU has acquired three wind generating facilities: Diamond Willow I and Diamond Willow II, in
Montana, and Cedar Hills in North Dakota. All three generate RECs that are tracked by the Midwest
Renewable Energy Tracking System (M RETS).

Diamond Willow 1: Diamond Willow 1 is a windfarm with a nameplate capacity of 19.5 MW and an in
service date of 12/27/2007. This facility is both RPS and CREP compliant and is owned by MDU with a
capacity cost of approximately $2020/kW. MDU has stated that this facility was not constructed solely
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to comply with the RPS, but instead as part of a broader resource plan that resulted from its Integrated
Resource Planning process.

Diamond Willow 2: Diamond Willow 2 is a windfarm with a nameplate capacity of 10.5 MW and an in
service date of 6/16/2010. This facility is both RPS and CREP compliant and is owned by MDU with a
capacity cost of approximately $2419/kW. MDU has stated that this facility was not constructed solely
to comply with the RPS, but instead as part of a broader resource plan that resulted from its Integrated
Resource Planning process.

Cedar Hills: Cedar Hills is a windfarm with a nameplate capacity of 20 MW and an in service date of
5/20/2010. This facility is both RPS and CREP compliant and is owned by MDU with a capacity cost of
approximately $2370/kW. MDU has stated that this facility was not constructed solely to comply with
the RPS, but instead as part of a broader resource plan that resulted from its Integrated Resource
Planning process.

These three facilities generate roughly 150 160,000 RECs per year. MDU has also acquired a small (7.5
MW) waste heat plant in North Dakota, not certified as an eligible renewable resource under Montana
law. It is not used by MDU to meet Montana’s standards, but it generates RECs under the rules of the M
RETS and is used to help meet the North Dakota and South Dakota renewable goals. MDU’s Montana
load is approximately 750,000 MWh, requiring roughly 75,000 RECs. The remainder of the wind RECs
are available for carryover for up to two years to meet future Montana REC needs, or are sold (together
with those generated by the waste heat plant) and the proceeds credited to customers in North Dakota
and South Dakota. The generation associated with the excess RECs, together with that of the waste
heat plant and conserved energy, is used to demonstrate compliance with North Dakota and South
Dakota “renewable, recycled or conserved” energy goals.

MDU does not separate out or track the annual costs of its individual generating resources. Accordingly
it was not possible to estimate the cost of MDU’s compliance with Montana RPS and CREP requirements
and the difference in overall costs to ratepayers compared with the resources that might have been
used to meet load in the absence of those requirements.

Summary

The RPS and accompanying CREP legislation in Montana has had relatively minimal rate impact on
NWE's customers. This is mainly due to the fact that almost all the resources that NWE uses to comply
with both standards were either purchased before the implementation of the RPS (Judith Gap) or they
are QFs that can take advantage of the Standard Offer Rate which NWE is required to extend to them
under Federal law. QF resources that are contracted under legacy tariffs have RECs bundled, while QFs
that are contracted under more recent tariffs do not have RECs bundled, so any costs related to the
separate purchase of RECs are attributable to the RPS.



RENEWABLES | REWARDS AND RISKS155

The rate impact of the RPS and CREPs on MDU’s Montana customers is difficult to discern as MDU
currently does not separate or track costs of its individual generators. Also, its renewable resources
were procured as part of its Integrated Resource Planning Process which incorporates a multitude of
factors beyond the need for RPS and CREP compliance. Given MDU’s statements that the Diamond
Willow and Cedar Hills resources would likely have been built absent the RPS, it is reasonable to assume
that the impact has been minimal.
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APPENDIX N
I. Electricity Output of All Certified Eligible Renewable Resources
542 MW averaging approximately 40% Capacity Factor 
Output = Generation MW x 8,760 hours/year x % Capacity Factor 
• 542 MW x 8760 hours/year x 0.40 = 1.9 million MWh per year

Carbon Dioxide Emissions Displaced:
Average U.S. emissions rates from natural gas-fired generation = .57 tons/MWh of carbon
dioxide1

Average U.S. emissions rates from coal-fired generation = 1.1 tons/MWh of carbon dioxide 
1.9 million MWh x .57 tons/MWh = 1.1 million tons of equivalent carbon dioxide
1.9 million MWh x 1.1 tons/MWh = 2.1 million tons of equivalent carbon dioxide
• (Natural gas displacement) All certified eligible renewable projects displace 1.1 million

tons of carbon dioxide per year. 
• (Coal displacement) All certified eligible renewable projects displace 2.1 million tons of

carbon dioxide per year. 

Sulfur Dioxide Emissions Displaced:
Average U.S. emissions rates from natural gas-fired generation = .00005 tons/MWh of sulfur
dioxide2

Average U.S. emissions rates from coal-fired generation = .007 tons/MWh of sulfur dioxide.
1.9 million MWh x .00005 tons/MWh = 95 tons of equivalent sulfur dioxide
1.9 million MWh x .007 tons/MWh = 13,300 tons of equivalent sulfur dioxide
• (Natural gas displacement) All certified eligible renewable projects displace 95 tons of

sulfur dioxide per year. 
• (Coal displacement) All certified eligible renewable project displace about 13,300 tons of

sulfur dioxide per year.

Nitrogen Oxide Emissions Displaced:
Average U.S. emissions rates from natural gas-fired generation = .0009 tons/MWh of nitrogen
oxides3

Average U.S. emissions rates from coal-fired generation = .003 tons/MWh of nitrogen oxides
1.9 million MWh x .0009 tons/MWh = 1,615 tons of equivalent nitrogen oxides
1.9 million MWh x .003 tons/MWh = 5,700 tons of equivalent nitrogen oxides
• (Natural gas displacement) All certified eligible renewable projects displace 1,615 tons of

nitrogen oxide per year.
• (Coal displacement) All certified eligible renewable projects displace 5,700 tons of

nitrogen oxide per year.

1 See http://www.epa.gov/cleanenergy/energy-and-you/affect/air-emissions.html.

2 Ibid.

3Ibid.
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II. Electricity Output of Eligible Renewable Resources Certified and Located in Montana
250 MW averaging approximately 40% Capacity Factor 
Output = Generation MW x 8,760 hours/year x % Capacity Factor 
• 250 MW x 8760 hours/year x 0.40 = 876,000 MWh per year

Carbon Dioxide Emissions Displaced:
Average U.S. emissions rates from natural gas-fired generation = .57 tons/MWh of carbon
dioxide
Average U.S. emissions rates from coal-fired generation = 1.1 tons/MWh of carbon dioxide
876,000 MWh x .57 tons/MWh = 499,320 tons of equivalent carbon dioxide
876,000 MWh x 1.1 tons/MWh = 963,600 tons of equivalent carbon dioxide
• (Natural gas displacement) Certified eligible renewable projects located in Montana

displace 499,320 tons of carbon dioxide per year. 
• (Coal displacement) Certified eligible renewable projects located in Montana displace

963,600 tons of carbon dioxide per year.

Sulfur Dioxide Emissions Displaced:
Average U.S. emissions rates from natural gas-fired generation = .00005 tons/MWh of sulfur
dioxide
Average U.S. emissions rates from coal-fired generation = .007 tons/MWh of sulfur dioxide
876,000 MWh x .00005 tons/MWh = 43.8 tons of equivalent sulfur dioxide
876,000 MWh x .007 tons/MWh = 6,132 tons of equivalent sulfur dioxide
• (Natural gas displacement) Certified eligible renewable projects located in Montana

displace 43.8 tons of sulfur dioxide per year.
• (Coal displacement) Certified eligible renewable projects located in Montana displace   

6,132 tons of sulfur dioxide per year.

Nitrogen Oxide Emissions Displaced:
Average U.S. emissions rates from natural gas-fired generation = .0009 tons/MWh of nitrogen
oxides
Average U.S. emissions rates from coal-fired generation = .003 tons/MWh of nitrogen oxides
876,000 MWh x .0009 tons/MWh = 788 tons of equivalent nitrogen oxides
876,000 MWh x .003 tons/MWh = 2,628 tons of equivalent nitrogen oxides
• (Natural gas displacement) Certified eligible renewable projects located in Montana

displace 788 tons of nitrogen oxide per year.
• (Coal displacement) Certified eligible renewable projects located in Montana displce

2,628 tons of nitrogen oxide per year.


