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Supply-Side and Integration Analysis 
 

OVERVIEW 

The supply-side analysis was conducted to identify the feasible supply-side resources to be added 

to Montana-Dakota’s generating system to determine the most cost-effective plan.  Potential new 

planning resources consisting of both capacity resources (generation or external resources) and 

load modifying resources must be proven technology and be able to provide the same system 

reliability that Montana-Dakota’s customers have come to expect over the years.  The integration 

process considers the potential planning resources and integrates those resources into a single 

least-cost plan.  The analysis also considered possible future economic and social issues. 

The least-cost resource plan, developed through the integration process, provides the basis for 

evaluating and determining the most cost-effective, long-term plan for future supply as criteria 

other than simply least cost must be considered in the ultimate future resource selection.   

Capacity Needs 

The resource expansion analysis considers all planning resource options available to Montana-

Dakota and produces a least-cost plan which satisfies the energy and capacity requirements to 

reliably serve Montana-Dakota’s customers.  Resource plans in previous IRPs were required to 

meet the reserve capacity obligation (RCO) of fifteen percent required by the Mid-Continent Area 

Power Pool (MAPP) Generation Reserve Sharing Pool (GRSP); however the MAPP GRSP was 

eliminated on December 31, 2009.  Montana-Dakota is a member of the Midwest ISO, which at 

this time requires a planning reserve margin (PRM) of 3.81 percent on an unforced capacity 

(UCAP) basis for every month of the year.  The PRM is adjusted annually through the Midwest 

ISO’s Loss of Load Expectation (LOLE) study.  To meet the PRM, sufficient planning resources 

are needed to cover the projected monthly peak demand with a 1.16 percent adder for Midwest ISO 

losses, plus 3.81 percent PRM, the product of which is referred to as the planning reserve margin 

requirement (PRMR).  

Montana-Dakota’s resource plan as stated in the 2009 IRP was to extend one of the Northern 

States Power Company (NSP) contracts that would have expired in 2010 to cover Montana-

Dakota’s capacity for the 2011 timeframe, purchase capacity from Wisconsin Electric Power 
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Company (WE Energies) for the 2012-2015 timeframe, add 30 MW of incremental wind resources 

and the Glen Ullin Station 6 waste heat unit, participate in the Big Stone II addition expected on 

line in 2015, and continue the implementation of identified DSM programs.  The 2009 IRP also 

indicated Montana-Dakota would need additional capacity in 2015 and subsequent years with the 

plan calling for the addition of two 75 MW combustion turbines. 

The Big Stone II plant was subsequently canceled in November 2009.  On June 1, 2010, Montana-

Dakota issued a request for proposal (RFP) for capacity and energy supply for the time period 

from 2015 and beyond (2010 RFP).  A copy of the 2010 RFP is included in Attachment E.  As 

described in Section 2.3, the results of the 2010 RFP process were used formulate market resource 

alternatives modeled in the resource expansion analysis. 

Load and Capability 

To further understand Montana-Dakota’s capacity needs a comparison of its planning resource 

credits (PRC) in the Midwest ISO and the planning reserve margin requirement (PRMR) is shown 

in Figures 1-1, 1-2, and 1-3 for the base, low-growth, and high-growth forecast scenarios, which 

are described in detail in the load forecast provided in Chapter 2 and Attachment A.  The PRC is 

established by the Midwest ISO annually through a Generator Verification Test Capability 

(GVTC) process.  The GVTC is run annually by all thermal planning resources (steam units and 

combustion turbines) greater than 10 MW. All planning resources are corrected to Midwest ISO’s 

summer peak to develop an Installed Capacity (ICAP) value to be used for every month.  Capacity 

resources are determined by applying the equivalent forced outage rate (XEFORd) to the ICAP 

value to establish an unforced capacity value (UCAP) for each resource: 

      UCAP = ICAP – (1‐XEFORd). 

UCAP values are then directly converted to a PRC value to be used to meet the PRMR.  The PRC 

value shown in the forecast scenarios includes Montana-Dakota’s existing and committed 

resources at this time.    

Figure 1-1 shows that, under the current system forecast and with the current capacity purchase 

contracts, Montana-Dakota will be capacity deficit by 8.6 PRC in 2013.  This capacity deficit will 

increase to 149.5 PRC in 2015 and grow to 234.7 PRC in 2024.   As shown in Figure 1-2, under the 

low-growth forecast, a capacity deficit of 58.8 PRC will occur in 2015.  With the high-growth 



 

3 
 

forecast, as shown in Figure 1-3, a capacity deficit of 11.5 PRC will occur in 2012 and grow to 

186.9 PRC in 2015. 

Figure 1-1 
Planning Resource Credit and Planning Reserve Margin Requirement 

Base Forecast 

 
Figure 1-2 

Planning Resource Credit and Planning Reserve Margin Requirement 
Low Growth Forecast 
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Figure 1-3 
Planning Resource Credit and Planning Reserve Margin Requirement 

High Growth Forecast 

 

1. Analysis Method 

The Electric Generation Expansion Analysis System (EGEAS) version 9.02, a computer model 

developed by the Electric Power Research Institute (EPRI), is used to perform the resource 

expansion analysis and develop the least-cost integrated resource expansion plan.  The analysis 

was performed on various scenarios based on the load forecasts, availability of resources, and 

economic variables.  Each of the scenarios constitutes a resource expansion plan unique to the 

assumptions used in that scenario.  The resource expansion analysis minimizes the present worth, 

or the net present value (NPV), of the total revenue requirement over fifty years by using an 
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each scenario was conducted over a 20-year period (2011-2030) in which new resources are 

allowed to be added to meet the forecasted load growth and to compensate for unit retirements.  To 

model the remaining life of capital investments installed during the study period, an additional 30 

years, called the extension period, was added.  During this extension period, loads stayed the same 

as the final year of the study period.  All associated operational and fuel costs continue to be 

escalated at specified rates through the extension period.   

2. Planning Resources 

Montana-Dakota’s existing generation portfolio includes coal, natural gas, diesel, waste heat and 

wind, along with three capacity purchase contracts – the extension of the Northern States Power 

contract for 2011, the Basin Electric Power Cooperative (Basin Electric) contract for 2011, and the WE 

Energies contract for the 2012-2015 timeframe.  Additional blocks of short-term purchased capacity 

at the WE Energies contract price through 2014 are also modeled as part of Montana-Dakota’s 

current generation portfolio for resource expansion planning purposes.  The resource expansion 

analysis considered other potential available alternative planning resources to build out the 

generation portfolio to meet forecasted energy and capacity requirements.  All resources were 

modeled with applicable planning resource credit (PRC) amounts, fixed and variable O&M costs, 

and fuel costs that are shown in Tables 2-1 through 2-7 below. 

For resource capacity accreditation, the Midwest ISO considers wind generation resources 

differently than thermal resources.  The PRC for wind generation resources is only available if the  

wind resources has been designated as a network resource in the Midwest ISO or if the wind 

resource has a transmission service request. The PRC value for wind resources is based on an 

effective load carrying capability (ELCC) study performed annually by the Midwest ISO.  This 

study examined the Midwest ISO’s top eight annual summer peaks for the last five years to 

determine how much wind is actually generated during summer peak conditions and compares the 

amount of wind generated to the Midwest ISO’s peak load.  This study is done on a Midwest ISO 

system-wide basis and on all single commercial pricing nodes (CPNode).  On a system-wide basis 

for the 2011-2012 planning year, the ELCC study concluded that 12.9 percent of nameplate wind 

capacity could be converted into a PRC value if the wind resource is a network resource or has a 

transmission service request (TSR).  Based upon Montana-Dakota’s wind farms’ CPNodes, 

Diamond Willow was determined to contribute up to 21.4 percent of its nameplate capacity to 
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PRCs, and Cedar Hills was allowed up to 30.2 percent of its nameplate capacity to PRCs.  

Ultimately, Diamond Willow, a designated network resource, was accredited with 6.42 PRCs as 

Montana-Dakota holds a TSR for Diamond Willow. Cedar Hills, also a designated network 

resource, was accredited with 3.90 PRCs.  

2.1. Current Resources 

The existing generation portfolio is broken down into four groups: coal, natural gas/oil, 

renewable, and purchase power.  Figure 2-1 shows Montana-Dakota’s 2011 current generation 

mix by planning resource credits.  Fifty-eight percent of Montana-Dakota’s PRCs comes from 

coal generation, 15 percent from gas-fired generation, 24 percent from purchased capacity, and 

three percent from renewable resources.  

 
Figure 2-1 

Montana-Dakota’s Current Generation Mix by Planning Resource Credits 

 

2.1.1. Coal 

Montana-Dakota currently owns five coal-fired units two of which are jointly owned 

with other regional utilities.  Coal currently accounts for 58 percent of the planning 

resource credits on Montana-Dakota’s system.  Table 2-1 shows the capacity in MW 

established by the Midwest ISO Generator Verification Test Capability (GVTC) 
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process, equivalent forced outage rate (XEFORd), number of planning resource credits, 

and various costs for each coal-fired plant serving Montana-Dakota’s customers. 

Table 2-1 

Montana-Dakota’s Coal-Fired Units 

Unit GVTC 
(MW) XEFORd 

Planning 
Resource 
Credit 1 

Fixed O&M    
($/kW-year) 

Variable O&M 
($/MWh) 

Fuel 
($/MBTU) 

Coyote2 104.9 8.321 96.2 22.18 2.56 1.26 

Big Stone3 108.6 4.929 103.3 21.81 1.42 2.03 

Heskett 1 29.5 5.501 20.8 52.37 6.16 1.41 

Heskett 2 73.1 11.397 64.8 51.56 7.68 1.63 

Lewis & Clark 52.3 0.318 52.1 47.55 2.62 1.37 
1. Based on Midwest ISO 2011-12 Planning Year ICAP and EFORd  
2. Montana-Dakota’s 22.7 percent ownership share 
3. Montana-Dakota’s 25 percent ownership share 

2.1.2. Natural Gas and Diesel 

Simple-cycle combustion turbines capable of firing natural gas or fuel oil, along with 

an internal combustion engine capable of firing diesel, are operated as peaking units 

and make up about 15 percent of Montana-Dakota’s existing planning resource credits.  

With a total capacity of 9.6 MW, the Williston combustion turbines, built in 1953, are the 

oldest in Montana-Dakota’s fleet and are modeled to be retired from service in 2011.  The 

capacity in MW established by the Midwest ISO Generator Verification Test Capability 

(GVTC) process, equivalent forced outage rate (XEFORd), number of planning 

resource credits, and various costs for Montana-Dakota’s existing combustion turbines 

and diesel generator are shown in Table 2-2.   

Table 2-2 
Montana-Dakota’s Natural Gas Combustion Turbines and Diesel Generator 

Unit  
GVTC 

 
XEFORd 

Planning 
Resource 
Credit1 

Fixed O&M 
($/kW/year) 

Variable O&M 
($/MWh) 

Fuel 
($/MBTU) 

Glendive 1 34.0 13.24 29.5 3.29 2.35 5.05 

Glendive 2 40.1 8.662 36.6 5.63 2.35 5.05 

Miles City 21.6 7.268 20.0 10.48 2.35 5.05 

Glendive Diesel 2.04 7.893 1.8 2.74 5.00 16.15 
1. Based on Midwest ISO 2011-12 Planning Year ICAP and EFORd
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2.1.3. Renewable 

In addition to coal, diesel, and natural gas, Montana-Dakota owns three renewable 

resources, as shown in Table 2-3. The renewable resources make up about three percent 

of Montana-Dakota’s existing planning resource credits.   

Table 2-3 
 Montana-Dakota’s Renewable Generation 

Unit Planning Resource 
Credits1 

Fixed O&M 
($/kW/year) 

Variable O&M 
($/MWh) 

Fuel 
($/MBTU) 

Diamond Willow1 6.42 14.73 -28.26 - 

Cedar Hills1 3.90 12.56 -30.31 - 

Glen Ullin Station 62 4.50 45.88 6.70 - 
1.  PRC is based on Midwest ISO ELCC study.  Variable O&M cost includes the Production Tax Credit, which is represented by a negative $/MWh cost value. 
2. Based on Midwest ISO 2011-12 Planning Year ICAP and EFORd  

2.1.4. Purchased Power 

In addition to generation resources that Montana-Dakota owns, the Company has 

entered into three purchased power contracts, shown in Table 2-4, to meet the planning 

reserve margin requirements within the Midwest ISO. 

Table 2-4 
 Montana-Dakota’s Purchase Power 

Unit Planning Resource 
Credit1 

Fixed O&M 
($/kW/year) 

Variable O&M 
($/MWh) 

Fuel 
($/MBTU) 

NSP contract1 105 17.70 84.30 - 

Basin Electric contract 35 4.80 - - 
                    1. Expires after 2011 summer season 

2.2 Future Capacity Resources 

As described in the Company’s 2009 Integrated Resource Plan, Montana-Dakota has entered 

into an agreement with Wisconsin Electric Power Company (WE Energies) to purchase 

peaking capacity during the 2012-2015 timeframe.  The contract term begins June 1, 2012 and 

expires on May 31, 2015.  The capacity will be purchased on an annual basis as follows: 

• June 2012 through May 2013 – 110 MW 

• June 2013 through May 2014 – 115 MW 
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• June 2014 through May 2015 – 120 MW 

The costs of the WE Energies contract are displayed in Table 2-5. 

Table 2-5 
Montana-Dakota’s Future Capacity Resources 

Unit 

In-
Service 

Date 

Planning 
Resource 
Credits 

Fixed O&M 
($/kW/year) 

Variable 
O&M 

($/MWh) 
WE Energies Contract 2012 110-120 34.80 111.50 

2.3 The 2010 Request for Proposal 

On June 1, 2010, Montana-Dakota issued a Request for Proposal (2010 RFP)  to solicit 

proposals from capacity, energy, and demand response resources that Montana-Dakota could 

use as part of its long-term resource evaluation, which would include the cost-effective 

analysis of the Big Stone AQCS project.  The 2010 RFP sought all available resources from 25 

to 225 MW in size, beginning in 2015 for five year contract with extension options.  Eight 

qualified responses were received as part of the 2010 RFP.  These responses are summarized in 

Table 2-6. 

Table 2-6 

2010 RFP Responses Received 

 
The economic analysis of the 2010 RFP responses, as compared to the Big Stone AQCS 

project and available company resources, selected the demand response proposal, the Illinois 

combustion turbines, and one North Dakota wind project as part of Montana-Dakota’s least-

cost plan.  The Big Stone AQCS was also selected in all cases as a least-cost resource. While 

the proposals for the Illinois combustion turbine and a North Dakota wind project were 

selected as least-cost resources, they ultimately were eliminated from further considerations 
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over concerns with project locations and transmission availability and cost.  Montana-Dakota 

is currently negotiating a contract with the third-party demand response provider for the 25 

MW demand response program option described in Section 2.4.7.   

As the result of the 2010 RFP process, the following options were added to list of considered 

supply-side resource alternatives:   

• “Energy-only wind” option described in Section 2.4.6, and 

• “New purchased capacity” options described in Section 2.4.9. 

The “energy-only wind” option was included in the EGEAS model as an alternative to future 

Midwest ISO energy prices and market purchases as well as an indicator as to when the model 

may select wind-only energy into Montana-Dakota’s generation portfolio.  Montana-Dakota 

currently has over 2,900 MW of wind generation interconnection requests on its system, and 

the “energy-only wind” option provides an indication of how a contract purchase of energy 

from one of these projects would integrate into Montana-Dakota’s resource mix.  

The “new purchased capacity” options represent market-priced capacity that was available to 

Montana-Dakota as part of the 2010 RFP process.  These options included five- and ten-year 

terms for simple cycle combustion turbine capacity and a twenty-year term for a combination 

of combined cycle and single cycle combustion turbine capacities. The “new purchased 

capacity” options were the only capacity resources in the 2010 RFP available to Montana-

Dakota within its capacity zone identified by the Midwest ISO as part of the new Midwest ISO 

Resource Adequacy construct. 

2.4 Considered Supply-Side Resource Alternatives 

Montana-Dakota analyzed the following supply-side alternatives that are described in more 

detail below: 

• Combustion turbine, 

• Combined cycle, 

• Coal, 

• Wind (self-built),  

• Purchased capacity, 
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• Wind (purchased energy), 

• Demand response program, 

• Big Stone Air Quality Control System (AQCS), and 

• New purchased capacity. 

Information regarding the resource alternatives available to Montana-Dakota is summarized in 

Table 2-7.  Unless a specific data source is mentioned, the capital cost, fixed O&M cost, 

variable O&M cost, fuel cost, and other characteristics estimated for these resource alternatives 

were developed based on manufacturer’s budgetary pricing, consulting engineers, Montana-

Dakota’s experience and expertise, and other available sources.   

2.4.1. Combustion Turbine 

 Simple-cycle combustion turbines (SCCT) are primarily built to serve peaking capacity 

needs and are usually used to supply a limited amount of energy because SCCTs are 

fueled by natural gas or fuel oil, which results in higher fuel cost than coal.  The SCCT 

units are, however, lower in capital costs compared to other generating types and can be 

installed within a relatively short lead time (two to three years).  Two options for the 

combustion turbines were analyzed in the resource expansion analysis:  one at 33.4 

PRC (43 MW) and the other at 82.3 PRC (88 MW).  In particular, the costs associated 

with the 88 MW combustion turbines were developed through the Combustion Turbine 

Site Study conducted by Montana-Dakota’s Power Production Department in February 

2011.  The study is included as Attachment G of the 2011 IRP report. The associated 

costs for the modeled combustion turbines are shown in Table 2-7. 

2.4.2. Combined Cycle 

A conventional combined cycle combustion turbine (CCCT) burns natural gas or fuel 

oil in a SCCT.  The hot exhaust gases from the SCCT pass through a heat recovery 

steam generator that produces steam for a steam turbine.  Because CCCTs use natural 

gas or fuel oil as fuel, the units are higher-cost energy producers and their capital costs 

are between those of a SCCT and a coal-fired baseload unit.  The advantage of a CCCT 

is that it is more efficient to operate than a SCCT, but its hours of operation could be 
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limited because of its high energy costs compared to other available resources. The 

costs associated with a combined cycle unit are shown in Table 2-7. 

2.4.3. Coal 

The resource expansion analysis was allowed to consider baseload coal-fired 

generation.  This type of generation is characterized as having a high capital cost with low 

operating and fuel costs, while providing a stable capacity and energy source.  With low 

operating and fuel costs, baseload units produce large amounts of energy at a relatively low 

cost.  However, as significant new federal regulations that aim to reduce air emissions, 

including greenhouse gases, at coal-fired electric generating facilities are being 

proposed, coal-fired baseload generation is unlikely to be available as a new resource 

option in the foreseeable future. 

The coal generation alternative was modeled in blocks of 27.7 PRC (30 MW) instead of 

a whole, larger unit.  The costs associated with a future coal-fired unit are shown in 

Table 2-7. 

2.4.4. Wind (Self-Built) 

A wind energy resource is characterized as having high installation costs, but very low 

energy costs associated with its operating and maintenance costs.  The main disadvantage 

of wind generation is that, because of the variability of wind, it cannot be relied on as a 

firm capacity resource.  Unlike the thermal resources such as coal-fired units and 

combustion turbines, wind energy resources are allowed limited planning resource credits 

(PRC) by the Midwest ISO.  Therefore, the installation of additional wind generation on 

Montana-Dakota’s system requires adding other capacity resources to meet the Midwest 

ISO planning reserve margin requirements. 

This option represents Montana-Dakota’s self-built wind generation.  A $22/MWh 

(after tax) Production Tax Credit (PTC), which was modeled as a negative variable 

O&M cost, was assumed to be in effect for new wind generation installed before the 

end of 2012.  Once the wind generation was selected (as part of the least-cost plan), the 

tax credit would continue for ten years from its year of installation.  Table 3-5 shows 

two different options:  the option with wind resources installed before the end of 2012 
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that includes the PTC, and the other wind resource option that does not include the tax 

credit.  The costs associated with both these wind options are shown in Table 2-5. 

2.4.5. Purchased Capacity 

Another resource alternative is purchased capacity, which was modeled on an annual 

basis and not limited to the summer season, as Montana will need additional capacity for 

the winter months.  The purchased capacity alternative was assumed to be available for 

the 2011-2014 timeframe and used to bridge the capacity deficits Montana-Dakota is 

forecasting in that timeframe.  The purchased capacity option was modeled in blocks of 

10 PRC (10 MW) to allow EGEAS to determine the needed capacity amounts.  The 

costs associated with the purchased capacity, shown in Table 2-7, were taken from the 

current WE Energies purchased capacity agreement. 

2.4.6. Wind (Purchased Energy)  

To reliably and economically serve its customers, Montana-Dakota will not only need 

additional capacity, but also additional energy supply resources in the future with no 

new baseload resources built in the planning horizon.  This wind energy option, based 

upon the results of Montana-Dakota’s 2010 RFP, was modeled as a power purchase 

agreement.  The wind energy option was modeled in blocks of 25 MW on an energy-

only basis with no eligible PRC value.  There were two timeframes included in the 

model:  2015-2020 and 2020-2025 which could be selected independently of each 

other.   

2.4.7. Demand Response Program  

As a result of Montana-Dakota’s 2010 RFP, an option for a 25 MW demand response 

program was identified through a proposal from a third-party provider. This demand-side 

management (DSM) program consists of dispatchable capacity available from commercial 

and industrial customers who enter into an arrangement with the third-party provider and 

agree to curtail their load when requested in exchange for a payment based on load 

curtailed.  The DSM program was modeled as a load reduction resource beginning in 2015. 
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2.4.8. Big Stone Air Quality Control System (AQCS)  

An additional alternative was included in the analysis in order to model the cost 

effectiveness of the required AQCS project at the existing Big Stone plant of which 

Montana-Dakota is a 22.7 percent owner.  To comply with the anticipated regional haze 

rules, the Big Stone plant will likely be required to install the Air Quality Control 

Systems (AQCS) using Best Available Retrofit Technology (BART), which was made 

available as a resource alternative in the model in 2015.  The details of the Big Stone 

AQCS project are described in Attachment H.  In this IRP, the AQCS project was 

studied to compare the required retrofit against other alternatives to determine if it 

would be more cost effective to retire the Big Stone plant or install the AQCS required 

to allow continued operation of the plant.  The analysis assumed the retirement of the 

Big Stone plant (with 103.3 PRCs) in 2015 with a new resource option available to the 

EGEAS model in 2015 that includes the AQCS retrofit project and associated future 

operating costs for the Big Stone plant.  The new resource option was assumed to be 

accredited with a lower PRC value (101.4 PRCs), as the AQCS would slightly reduce 

the capacity output of the Big Stone plant.   

2.4.9. New Purchased Capacity 

The “new purchased capacity” options represent market-priced capacity that was available 

to Montana-Dakota as part of the 2010 RFP process.  Two of these options were to 

purchase capacity from a 155 MW simple cycle combustion turbine at five- and ten-year 

terms.  The third option was to purchase a total capacity of 345 MW, which would 

comprise 290 MW from a combined cycle combustion turbine unit and 55 MW from a 

simple cycle combustion turbine, at a twenty-year term.  The costs associated with the 

“new purchased capacity” options are shown in Table 2-7. 
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  Table 2-7 

 Considered Resource Alternatives Available to Montana-Dakota 
 

Unit Size (MW) 

Planning 
Resource 
Credits 

Available 
Date 

Capital 
Cost 

($/kW) 
Fixed O&M 
($/kW-year) 

Variable 
O&M 

($/MWh) 
Fuel Cost 
($/MBTU) 

Simple Cycle CT (SCCT) 43 33.4 2015 850 $15.82  $2.00  $5.05  
Simple Cycle CT (SCCT) 88 82.3 2015 857 $12.08  $2.00  $5.05  
Combined Cycle CT (CCCT) 140 132.5 2015 1150 $15.36  $6.00  $5.05  
Coal blocks of 30 27.7 2017 3900 $48.00  $2.50  $1.50  
Wind (Self-Built) blocks of 30 6.4 2013 2400 $23.28  $2.00  - 

Wind (Self-Built)20121 blocks of 30 6.4 2011 2400 $23.28  -$27.23 - 

Purchased Capacity2 blocks of 10 10 2011 - $34.80  $111.50  - 
Wind (Purchased Energy) blocks of 25 - 2015\ - $12.00  $49.50  - 
Wind (Purchased Energy) blocks of 25 - 2020\ - $12.00  $51.00  - 
Demand Response Program blocks of 12.5 12.5 2015 - $50.04  $300.00  - 

Big Stone AQCS project3 105.9 101.4 2015 1049 $32.20  $3.19  $2.66  

New Purchased Capacity 5 yr4 155 155 2015 - $75.00  $107.41  - 

New Purchased Capacity 10 yr4 155 155 2015 - $76.80  $107.41  - 

New Purchased Capacity 20 yr4 345 345 2015 - $120.00  $65.79  - 
 
 
1 – Variable O&M cost includes the Production Tax Credit, which is represented by a negative $/MWh cost value and set to end at the end of 2012. 

2 – Prices based on the result of 2008 RFP. 

3 – All costs in 2015 dollars 

4 – Prices based on the result of 2010 RFP and costs in 2015 dollars 
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2.4. Retirements 

Montana-Dakota is modeling the retirement of the 1953-vintage 9.6 MW Williston combustion 

turbines in 2011. The Williston combustion turbines have been accredited with PRCs in the 

Midwest ISO and also provide an emergency source of energy if required. At this time, the cost 

of maintaining this resource is beginning to exceed the benefit provided by the units. 

2.5. Integration of Demand-Side and Supply-Side Resources 

As indicated in Chapter 2 of the current Integrated Resource Plan, the DSM programs planned 

in the 2009 IRP have been or are expected to be implemented, and the reduction in energy and 

peak demand is reflected in Montana-Dakota’s load forecast, which is modeled in EGEAS.  

Therefore, those programs have been integrated with the supply-side options in all performed 

resource expansion analysis. 

Included in the load forecast in Chapter 2 were additional and existing interruptible loads 

associated with the existing programs along with future conservation and demand response 

programs that had been planned in the 2009 IRP.  However, as a result of the demand-side 

analysis described in Chapter 3, additional new DSM programs were found feasible on a state-

by-state basis, and the resulting DSM plan differs from that included in the load forecast.  This 

difference required the demand and energy modeled in EGEAS to be adjusted upward for 

2011-2013.  The incremental impacts of these new DSM programs are bundled in a “New 

DSM Package,” which was included as a new supply-side option in a separate resource 

expansion analysis.  The amounts of energy and demand reduction and costs associated with 

the “New DSM Package” are shown in Table 2-8.   

Table 2-8 

  “New DSM Package” 

 2014 MW 
reduction 

2014 MWh 
reduction1 $/kW-yr $/kWh 

New DSM Package 8.7 568.98 $50.00 $0.038 
1 – Escalated 0.25 percent per year  
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3. Summaries of Results  

Eleven planning scenarios, which include the base case, the base case with “New DSM Package,” 

and nine sensitivity runs, were considered.  The least-cost resource plan and associated net present 

value (NPV) of the total revenue requirement for each scenario are shown in Table 3-1.   
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Table 3-1:  Least-Cost Resource Expansion Plans for the Studied Scenarios
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3.1. Base Case Results 

Appendix A to this Attachment shows the input data to the EGEAS model for the base case, 

while Appendix B shows the EGEAS output report for the same case.  Appendix C to this 

Attachment shows the EGEAS output report for the base case with “New DSM Package,” 

which for reasons explained below is referred to as the least-cost resource plan.  

The base case least-cost plan consists of the following resource additions for the 2011-2015 period: 

• Purchase 10 MW of capacity in 2013 and 20 MW in 2014; 

• Install three combustion turbines (two 43 MW units and one 88 MW unit) in 2015;  

• Contract for the 25 MW commercial demand response program to be fully implemented by 

2015; and 

• Install the Big Stone AQCS project in 2015. 

For later years, additional combustion turbines were selected in 2022, 2025, and 2028 to meet 

PRMR, and a wind energy (100 MW) option was selected in 2020 to meet forecasted growth in 

energy requirements.  The NPV of the base case least-cost plan over the 50-year study period 

equates to $3,724 million in 2010 dollars, as shown in Attachment C Table 3-1. 

When the “New DSM Package” was added as an additional resource option in the base case, it was 

selected to be implemented in 2014 when full customer participation was expected.  The DSM 

package lowers the NPV over the 50 year study period by about 2.9 percent from the base case.  

The corresponding least-cost plan consists of the following resource additions for the 2011-2015 

period: 

• Purchase 10 MW of capacity in 2013 and 20 MW in 2014; 

• Install two 88 MW combustion turbines in 2015;  

• Contract for the 25 MW commercial demand response program to be fully implemented by 

2015; and 

• Install the Big Stone AQCS project in 2015. 

For the later years, three additional 43 MW combustion turbines were selected in 2021, 2024, and 

2027.  Also, 100 MW of energy-only wind generation was selected in 2020 to meet future energy 

requirements.  
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3.2. Sensitivity Analysis 

 The nine sensitivity scenarios consist of various assumptions regarding carbon taxes, low and 

high natural gas prices, low and high load growth, high environmental cost, higher capital costs 

for combustion turbines, and higher costs for the Big Stone AQCS project. 

3.2.1. Carbon Tax 

With the potential of a future carbon penalty applied to fossil fuel units and Midwest 

ISO energy purchases, an assumed carbon tax was applied to every ton of CO2 emitted 

from Montana-Dakota’s existing coal-fired units and natural gas-fired SCCTs, energy 

purchases from the Midwest ISO market, and new generating units added to the 

resource plan starting in 2015.  While no carbon tax was modeled in the base case 

consistent with N.D.C.C. §49-02-23, Montana-Dakota modeled a carbon tax of $30 and 

$50 per ton for sensitivity analysis.  For both the $30 and $50 per ton scenarios, the 

resource plans selected remained similar to the base case with the only difference being 

the selection of wind energy-only resources in 2015 (125 MW) and 2020 (125 MW), 

and 60 MW of self-built wind.  At $30 per ton the NPV increased by 34.7 percent 

above the base case, and at $50 per ton the NPV increased by 57.8 percent over the 

base case.  Montana-Dakota recognizes the amount and applicability of any carbon 

allowance price or tax have not been established, but this analysis was conducted to 

provide information regarding possible impacts to customers and to identify potential 

changes in the Company’s future generation resource mix as part of the least-cost plan in 

the event a carbon tax was implemented. 

3.2.2. High and Low Gas Price 

Prices for natural gas supplies as delivered to Montana-Dakota’s existing turbines, future 

combustion turbines, and future combined cycle plants were developed in-house for use in 

the resource expansion analysis based on Montana-Dakota’s view of the long-term outlook 

of natural gas pricing.  For the base case, natural gas was priced for delivery at 

$5.05/MBTU, as of August 31, 2011, for the base year 2010 and escalated by an average of 

3.5 percent.  Considering the historical fluctuations of natural gas prices, there is a need to 

consider what impact both higher and lower gas prices would have on the least-cost plan.  

Therefore, high and low gas price scenarios were also developed, whereby the gas price 
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used in the base case was increased by $3/MBTU and decreased by $1/MBTU from the 

base case, respectively.  The high gas price case was escalated by 2.35 percent annually 

after 2020, and the low gas price was escalated by 4.35 percent annually after 2020.  The 

results of the high natural gas price case were similar to the base case with the 

exceptions of the addition of more wind energy and a coal-fired baseload resource in 

the later years to offset the higher gas prices.  The NPV of the revenue requirement in 

this scenario increased 1.0 percent over the base case.  The results of low natural gas 

price scenario were also similar to the base case with the exception of 50 MW less of 

wind energy in 2020. This case decreased the NPV of the revenue requirement by 2.7 

percent from the base case. 

3.2.3. High Environmental Cost 

This sensitivity scenario considered the potential for additional future environmental costs 

such as those of mercury and solid waste regulations for Montana-Dakota’s coal-fired 

units.  The sensitivity scenario simulated a $30/ton carbon tax for all coal-fired and natural 

gas-fired generating units along with energy purchased from the Midwest ISO market, 

$1.25/MWh adder for mercury control on coal-fired units, and $3.00/MWh for solid waste 

regulation for coal-fired units.  While these environmental costs were not included in the 

base case model, the sensitivity analysis was conducted to provide information on possible 

impacts to customers and identify potential changes in the Company’s future generation 

resource mix as part of the least-cost plan in the event regulations are adopted resulting in 

these additional costs.  Along with the environmental costs, the natural gas price was 

increased by $3/MBTU starting in 2011.  The basis for the higher gas price was that, with 

the additional regulations on coal, more energy would be generated by gas-fired resources, 

driving natural gas prices up. The selected least-cost plan was different from the base 

case with the addition of more wind energy, 60 MW of coal-fired baseload, and 30 MW 

of self-built wind in the later years to offset the additional environmental costs.  The 

results of this scenario indicate an increase of 42.8 percent in the NPV of the revenue 

requirement over the base case. 
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 3.2.4. Low Growth   

This scenario was used to evaluate the load growth potential at less than the base case 

with an average growth rate of 0.5 percent per year during the 20-year forecast.  The 

basis for this assumption came from Montana-Dakota’s historical growth rate during 

1985-1993, as described in the load forecast provided in Chapter 2 and Attachment A. 

The results of this scenario indicate that there is less future capacity and energy needed, 

resulting in the following resource additions:   no purchased capacity was required 

before 2015; and in 2015 two 43 MW SCCTs, the 25 MW of demand response 

program, and the Big Stone AQSC were selected. 

3.2.5. High Growth 

A high-growth scenario simulated an average load growth increase by 4.4 percent per 

year over the 20-year forecast.  The basis for this assumption came from Montana-

Dakota’s historical growth rate during 1977-1985, as described in the load forecast 

provided in Chapter 2 and Attachment A.  The results of this scenario indicate the need 

for the following resources over the base case:  a total of nine SCCTs (one 88 MW 

SCCT and eight 43 MW SCCTs) over the study period, a 140 MW CCCT in 2027, 30 

MW of coal-fired baseload in 2029, and an additional 10 MW of purchased capacity in 

2012.   

3.2.6. High Combustion Turbine Costs 

 Historically the costs of materials associated with the construction of generation have 

generally increased at a rate higher than general inflation both in the United States and the 

rest of the world.  The base case costs for all generation options reflect the present price 

forecasts, but for purposes of risk analysis, Montana-Dakota considered the impact of higher 

installed and O&M costs for new generation (i.e., combustion turbines) on the resource plan.  

This sensitivity scenario included a 20 percent increase in capital and O&M costs for 

future combustion turbines to determine the sensitivity of the base case to increases in 

combustion turbine costs.  The least-cost resource plan stays the same with the exception 

of the addition of 30 MW of coal-fired baseload generation in 2025.  The results of this 
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sensitivity case indicate an increase of 2.3 percent in the NPV of the revenue requirement 

over the base case. 

3.2.7. High Big Stone AQCS Cost 

As described in Attachment H, a cost based on preliminary studies for the Big Stone AQSC 

project has been determined and used in the base case analysis.  A sensitivity scenario was 

also developed to address potential fluctuations in project costs.  In this sensitivity scenario, 

the project cost was incrementally increased and, for each project cost point, the resource 

expansion analysis was performed to determine if other alternatives were selected over the 

Big Stone AQCS project.  With the modeled cost of the Big Stone AQCS project nearly 

doubled from the original estimated cost, the project was still selected as part of Montana-

Dakota’s least-cost resource plan and the analysis was stopped.  At this project cost point, 

the resources chosen as part of the scenario stayed similar to the base case with 

exception of the addition of 30 MW of coal-fired baseload generation in 2029.  The 

high Big Stone AQCS cost caused the NPV of the revenue requirement to increase by 

3.6 percent over the base case. 

4. Conclusions 

Based on the current results of the supply-side and integration analysis, the resource plan resulting 

from the base case with the “New DSM Package” added as a resource option is the modeled least-cost 

result.  In this plan, the following resources are selected as the least-cost options in meeting the 

forecasted capacity and energy requirements until 2020 when 100 MW of energy-only wind generation 

was selected to meet future energy requirements: 

• Purchase 10 MW of capacity in 2013 and 20 MW in 2014; 

• Install two 88 MW combustion turbines in 2015;  

• Contract for the 25 MW commercial demand response program to be fully implemented by 

2015;  

• Install the Big Stone AQCS project in 2015; and 

• Implement or continue the DSM programs described in Table 3-3 in the Demand-Side Analysis 

(Chapter 3) by 2014 that will provide additional capacity reductions of 24.5 MW.  These 

capacity reductions comprise those reflected in the load forecast and those associated with the 
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modeled “New DSM Package.” 

Figure 4-1 and 4-2 show a comparison of the resource mix that Montana-Dakota has available to serve 

its customers’ needs in 2011, as compared to the least-cost resource plan in 2015. A Planning Resource 

Credit (PRC) represents one megawatt of accredited generating capacity under the Midwest ISO 

resource adequacy rules. 

 

Figure 4-1 
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Figure 4-2 

 

As shown in Figures 4-1 and 4-2, in 2011 approximately 15 percent of Montana-Dakota’s resource 

capacity comes from natural gas- and oil-fired combustion turbines while in 2015, based on the least-

cost resource plan, approximately 40 percent of the Company’s resource capacity would be made up by 

natural gas and oil-fired combustion turbines.  The resource additions were selected mainly to replace 

the current purchased capacity agreements.  In contrast, in the 2015 least-cost resource plan 

approximately 80 percent of Montana-Dakota’s energy requirements would be served from the 53 

percent coal-fired capacity and two percent renewable capacity sources.  This creates a concern over 

the imbalance of Montana-Dakota’s future generation mix as modeled in the least-cost resource plan, 

which leaves Montana-Dakota customers vulnerable to future gas and market pricing for 20 

percent of their energy needs.  The 2009 Integrated Resource Plan identified the Big Stone Unit II 

project as a least-cost resource, which would have supplied both capacity and energy to meet future 

customer needs.  A clearer national energy policy or development of new technologies may allow the 

construction of baseload generation for Montana-Dakota in the future. 

The sensitivity scenarios showing the most variations are those including carbon tax and high load 

growth.  With a $30 per ton carbon tax, the resource plan remains similar to the base case with the 

exceptions of more wind energy and self-built wind, but the NPV increased by 34.7 percent.  The 

same can be seen with $50 per ton carbon tax – the NPV increases, but the resource plan remains 

the same except for more wind energy and self-built wind.  Based on Montana-Dakota’s current 

generation portfolio and considering possible future carbon taxes and combustion turbine 
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alternatives, the base case expansion plan with the “New DSM Package” added as a resource option 

is selected as the least-cost resource outcome. 

5. Future Resource Plan 

Based on the analysis of the resource expansion models and the consideration of customer impacts, 

market availability of capacity and energy, and other factors such as environmental regulations and the 

balance of its generation mix, Montana-Dakota’s recommended resource plan is to pursue the 

following resources to meet the requirements identified for the 2011-2015 period:  

• Purchase 10 MW of capacity in 2013 and 20 MW in 2014 through the MISO capacity auction 

or bilateral agreements; 

• Contract for the 25 MW demand response program offered by a third party that is expected to 

provide 5 MW of dispatchable commercial or industrial demand response the summer of 2012, 

a total of 15 MW the summer of 2013, and the full 25 MW the summer of 2014; 

• Implement the DSM programs identified in Chapter 3 Table 3-3 that are expected to provide an 

additional peak demand reduction of 24.5 MW and annual energy savings of 7.3 MWh by 

2015;  

• Install the AQCS equipment required to continue operating the Big Stone Plant beyond 2015; 

and 

• Construct one 88 MW simple-cycle combustion turbine (SCCT) to be operational by 2015. 

The recommended resource plan is considered to be the best plan to economically and reliably meet 

customers’ requirements over the five-year planning horizon, as explained below.  Montana-Dakota 

also plans to issue a new request for proposal for capacity and energy resources in 2012 to start the 

process for the next planning cycle.   Each of the resource additions are described in detail in Chapters 

3 and 4 and Attachments B, C, and H.    

Montana-Dakota has not added a large capacity resource to its generation portfolio since the Glendive 

Unit II combustion turbine was built in 2002.  A power purchase agreement with Basin Electric Power 

Cooperative for 66 MW of baseload capacity from the Antelope Valley Station Unit II expired in 

November 2006, which left Montana-Dakota dependent on peaking capacity purchase agreements and 

market energy prices.  Montana-Dakota was unable to acquire additional coal-fired baseload 



 

27 
 

resources when the Big Stone II project was abandoned.  Continued reliance on market purchases 

subjects customers to unknown future prices of capacity and energy. At the expiration of purchased 

power agreements, there are no remaining assets for continued customer benefit and customers are 

subjected to the cost impacts of replacement agreements with future market resources.  

Montana-Dakota’s recommended resource plan satisfies future customer requirements through a 

balance of a new peaking capacity resource addition, pollution control investments in the Big Stone 

low-cost energy resource, and expanded demand response and energy efficiency programs. The 

recommended resource plan does not completely satisfy all customer requirements by 2015.  Montana-

Dakota is planning to issue a request for proposal of capacity and energy resources in 2012 to acquire 

additional resources to meet its customers’ capacity and energy requirements in 2015 and beyond. In 

addition, Montana-Dakota will satisfy short-term capacity needs through the Midwest ISO capacity 

auction or bilateral agreements. Montana-Dakota is also monitoring the development of the mandatory 

Midwest ISO capacity auction as a potential source of securing future capacity resources. 

Details for the Big Stone AQCS project are described in Attachment H to this 2011 IRP.  A 

Combustion Turbine Site Study conducted in February 2011 for the proposed SCCT is included as 

Attachment F to this 2011 IRP.  The study recommends a Mandan, North Dakota site for the new 

88 MW simple-cycle combustion turbine. 
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ATTACHMENT D 
PUBLIC ADVISORY GROUP DOCUMENTATION 

 

This Attachment is comprised of the official Public Advisory Group roster as well as the 
description of the meetings and the topics discussed at each meeting.  No minutes of the 
meetings are taken.   

 

MONTANA-DAKOTA UTILITIES CO. INTEGRATED RESOURCE PLANNING  
2010-2011 PUBLIC ADVISORY GROUP ROSTER 

 
 

NORTH DAKOTA 
 

N.D. Dept. of Commerce 
Century Center 
1600 E. Century Ave. Ste 2 
P.O. Box 2057 
Bismarck, ND 58502-2057 

Mike Fladeland 
Manager of Energy Business Development 
Phone: (701) 328-5331 
Fax: (701) 328-5320 
Cell: (701) 390-3591 

    mfladeland@nd.gov 
Zac Weis 
State Energy Engineer 
Phone (701) 328-1022 
zweis@nd.gov 

 
Dr. Patrick O’Neill 
Department of Economics 
290 Gamble Hall 
Box 8369 
University of North Dakota 
Grand Forks, ND 58202 
(701) 777-3358 or 777-2637 
patrick.oneill@mail.business.und.edu 
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John Klein 
Ulteig Engineers, Inc  
1412 Basin Avenue  
Bismarck, ND 58504  
Phone: (701) 355-2321 
Cell: (701) 224-1163 
Fax: (701) 471-6947 
John.Klein@ulteig.com 

 
Bruce Conway 
Ebel Integrators 
2407 2nd Ave W 
Williston, ND  58801 

  Phone: (701) 774-3235 
Cell:    (701) 770-2221 
Home: (701) 572-7665 
bconway@prairieblue.com 

 
Rich Wardner 
ND State Senate 
1042 12th Ave West 
Dickinson, ND  58601 
(701) 483-6018 (Home) 
(701) 290-3644 (Cell) 
rwardner@nd.gov 

 
Michael Diller * 
North Dakota Public Service Commission  
600 E. Blvd Ave., Dept. 408 
Bismarck, ND 58505-0480 
Phone: (701) 328-2421 
Fax:(701)-328-2410 
TDD: 800-366-6888 
mdiller@nd.gov 
* Invited as an observer 
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MONTANA 
 
Barbara Roberts 
Director of Energy Programs 
Action for Eastern Montana 
P.O. Box 1309 
2030 N. Merrill  
Glendive, MT 59330 
(406) 345-2117 
Barbara@aemt.org 
 
Jeff Blend 
Montana Department of Environmental Quality 
Economist & Energy Analyst 
Energy & Pollution Prevention Bureau 
1100 N. Last Chance Gulch 
PO Box 200901 
Helena, MT 59620-2301 
(406) 841-5233 
jblend@mt.gov 
 
Dr. LeRoy M. Moline 
1420 North River Avenue 
Glendive, MT  59330 
(406) 377-4637 

 
SOUTH DAKOTA 

 
Christine Martin-Goldsmith 
Goldsmith Heck Engineers, Inc. 
1600 4th Ave East 
P.O. Box 544 
Mobridge, SD  57601 
(605) 845-3118 (Home) 
(605) 848-2267 (Cell) 
(605) 845-3125 
christine016@msn.com 
 

MONTANA-DAKOTA UTILITIES CO. 

 
Darcy Neigum, System Operations & Planning Manager 
IRP Project Manager 
(701) 222-7757 
darcy.neigum@mdu.com 
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Hoa V. Nguyen, Resource Planning Coordinator 
IRP Project Coordinator 
(701) 222-7656 
hoa.nguyen@mdu.com 

 
Tamie Aberle, Regulatory Affairs Manager 
Regulatory Affairs 
(701)222-7856 
tamie.aberle@mdu.com 

 
Brian Giggee, Electric Systems Engineer 
Supply-Side & Integration Analysis 
(701) 222-7907 
brian.giggee@mdu.com 
 
 
Kayla Kaul Mahowald, Load Forecast Coordinator 
Load Forecast 
(701) 222-7913 
kayla.kaul@mdu.com 
 

 
Kathy Baerlocher, Market & Business Analyst 
Marketing 
(701) 222-7982 
kathy.baerlocker@mdu.com 
 

 
Larry Oswald, Manager of Business Development & Energy Programs 
Demand-Side Analysis 
 (701) 222-7939 
larry.oswald@mdu.com 

 

In addition to the PAG members and Montana-Dakota personnel included on the roster, 
the following Montana-Dakota personnel and invited guests participated in one or more 
of the Public Advisory Group meetings as presenters: 

 

Andrea Stomberg  Vice President—Electric Supply 

Abbie Krebsbach  Environmental Manager 

JP Maddock  Electric System Engineer 

Alan Welte  Generation Manager 
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Henry Ford  Electric Transmission Engineering Manager 

Ken Callahan  Energy Services Manager 

Al Jirges  Measurement Supervisor 

                        Rick Matteson * Director of Communications and Public Affairs, 
 MDU Resources Group, Inc. 

                       * Invited presenter 
 
 

MEETINGS OF THE IRP PUBLIC ADVISORY GROUP 
 

August 24, 2010 Meeting Agenda 
 
Overview of the IRP Process        Hoa Nguyen 

 
Montana-Dakota’s Existing         Andrea Stomberg  
Generation Mix          

 
 2009 Integrated Resource Plan       Brian Giggee 

 
 Pending Carbon and Other         Abbie Krebsbach  
 Environmental Legislations            
  
            Resource Expansion Planning Brian Giggee  
            Process and Model Hoa Nguyen  
      

Montana-Dakota’s Outstanding      JP Maddock 
 Requests for Proposals       Darcy Neigum 
 
   Updates on Demand-Side          Larry Oswald   
 Management (DSM) Programs    
 
 Cost Allocations for Regional        Darcy Neigum               

Expansion Criteria Benefits (RECB)  
  

            Workings of the IRP Public Advisory                                    Group Discussion  
  Meeting Logistics 
  Discussion Topics for Future Meetings 
  Meeting Schedule through 2010 
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October 20, 2010 Meeting Agenda 
 

 North American Power Grid: How It Evolves     Hoa Nguyen 
      
            MISO 101 – Midwest ISO Operations     Darcy Neigum       
 
 Montana Energy Update, 2010      Jeff Blend 
 
 Energy Policy and Stimulus Update for     Mike Fladeland 
 North Dakota         Zac Weis  
 
            2010 Electric Load Forecast       Kayla Kaul 
 
 Supply-Side Option Review and      Brian Giggee 

Resource Requirements        
 
   2011 DSM Approach        Larry Oswald 

DSMore versus Existing Model   
 
            General Discussion  

Schedule Date for Next Meeting 
 
 

December 15, 2010 Meeting Agenda 
  

Updates on Montana-Dakota Activities           Andrea Stomberg 
          
            Generation Update                                   Alan Welte 
      
            Transmission Projects Updates                    Henry Ford 

 
North Dakota Energy Policy & Stimulus Update        Mike Fladeland  

     
            Changes and Forecast for the Williston District          Ken Callahan  
 

After the AMR: It’s More than Meter Readings           Alan Jirges 
 
 Economic Conditions in North Central South  Christine Martin-Goldsmith 

Dakota                         
 
            Montana Energy Overview Updates                      Jeff Blend  
 
            Supply-Side Analysis and Midwest ISO                     Brian Giggee 

Resource Adequacy Requirements   
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            Demand-Side Management Program                                     Larry Oswald 
            Updates   
 
            Wrap-up 
            Next Meetings:  Wednesday March 16, 2011 
     Wednesday May 19, 2011 

 
March 17, 2010 Meeting Agenda 

  
Updates on Montana-Dakota’s Regulatory Affairs  

             Activities                    Tami Aberle 
          
             Demand-Side Analysis and Results                                 Larry Oswald 
     
             Integration Analysis and Results                        Brian Giggee 

 
 Current Energy Legislations in Montana, North 

             Dakota, and South Dakota                                    Rick Matteson  
                 
             Two-Year Action Plan             Darcy Neigum  
 
             Environmental Considerations              Abbie Krebsbach 
              
             Big Stone Air Quality Control System (AQCS)          Alan Welte  
 
             Combustion Turbine Site Study             Alan Welte 
    
             Wrap-up        Group Discussion 
                      IRP Filing Timeline 
                      Feedback from the PAG Members 

          Future PAG Membership for 2013 IRP 
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1. INTRODUCTION  

1.1. Purpose  
Montana-Dakota Utilities Co., a Division of MDU Resources Group Inc. (“Montana-
Dakota”), is a public utility with retail electric load in parts of North Dakota, South Dakota, 
Montana, and Wyoming. During the normal course of its business operations, Montana-
Dakota routinely evaluates alternatives to fulfill its need to maintain reliable and cost-
efficient capacity and energy resources for its customers.  
 
In this Request for Proposal (“RFP”), Montana-Dakota requests competitive proposals 
(“Proposals”) for capacity and energy totaling at least 25 megawatts (MW) and no more than 
225 MW for a period of at least five years, with five-year extension options available, 
beginning power deliveries between June 1, 2015 and May 31, 2020. Persons or entities 
responding to this RFP are referred to as “Respondents.”  

1.2. Product Description and Requirements 
For reliability purposes, Montana-Dakota is seeking Proposals involving the purchase of 
capacity and energy resources for a term of at least five years, with five year extension 
options available, beginning with deliveries to begin between June 1, 2015 and May 31, 
2020. To meet Montana-Dakota’s summer peak requirements, preference will be given to 
Proposals that have the ability to be dispatched with load-following capabilities.  
 
All capacity and energy offered in a Proposal must be delivered to Montana-Dakota’s 
Integrated System, which consists of its service territories in North Dakota, South Dakota, 
and Montana, in order to serve Montana-Dakota retail customers.  Bid pricing should reflect 
the capacity and energy at the designated delivery point and include all costs to deliver the 
capacity and energy to such delivery point. Proposals must be for generating capacity of at 
least 25 MW and no more than 225 MW. Montana-Dakota strongly prefers unit-specific 
Proposals that involve a full unit at a single site for which Montana-Dakota will have full 
scheduling and dispatch authority. Montana-Dakota also prefers automatic generation control 
functionality in order to meet its load-following requirements.  
 
Montana-Dakota encourages Respondents to provide Proposals for summer and non-summer 
capacity and/or energy if the Respondent believes its Proposal can provide an economic 
benefit to Montana-Dakota customers.  For the purpose of this RFP, summer capacity months 
refer to the period of June through September. 
 
Montana-Dakota will consider all Proposals that meet the aforementioned requirements. 
Montana-Dakota will evaluate the reliability, cost and customer rate impacts of all Proposals.  
 
No proposed Power Purchase Agreements (PPA) of a term shorter than five years will be 
considered in this RFP.  

 
If a Proposal involves a generating resource not yet fully operational, in addition to the other 
requirements outlined in this section, the Respondent must provide Montana-Dakota with 
sufficient data to establish that the proposed generating resource will achieve the commercial 
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operation date designated in the Proposal, and at that date will be fully capable of producing 
the capacity and energy stated in the Proposal. The Proposal must provide an overview and 
detailed description of the proposed generating resource, including status of any and all 
necessary permits and regulatory approvals, in a separate attachment as part of the 
Respondent’s response package.  
 
Montana-Dakota reserves the right to require additional information not identified in this 
RFP in order to fully evaluate the costs and impacts of any Proposal.  

1.3. Changes to RFP, Schedules, and Addenda  
Montana-Dakota reserves the right to unilaterally revise or suspend the schedule, or terminate 
this RFP process at its sole discretion without liability to any Respondent.  
 

2. BID SUBMITTAL  

2.1. General Instructions 

Montana-Dakota’s Official Contact for this RFP is: 
 

Mr. Hoa Nguyen 
Montana-Dakota Utilities Co.  
400 North 4th Street  
Bismarck, ND  58501  
Phone: 701-222-7656 
Fax: 701-222-7872  
E-mail: hoa.nguyen@mdu.com  
 

Respondents should meet all the terms and conditions of the RFP to be eligible to compete in 
the RFP process. Respondents should follow all instructions contained in the RFP and submit 
all relevant documents. It is the Respondent’s responsibility to advise the Official Contact of 
any conflicting requirements, omissions of information, or the need for clarification before 
Proposals are due. Respondents should clearly organize and identify all information 
submitted in their Proposals to facilitate review and evaluation. Failure to provide all the 
information requested in the RFP process or failure to demonstrate that the Proposal satisfies 
all of the Montana-Dakota requirements will be grounds for disqualification. Prior to the 
short-listing of Proposals, all correspondence and communications from the Respondent to 
Montana-Dakota must be made in writing through the Official Contact.  

2.2. Respondent’s Qualifications  
Montana-Dakota will consider Proposals from any qualified Respondent, including electric 
utilities (e.g., investor-owned, municipal, cooperative, or tribal), independent power 
producers, qualified developers of generating  resources (including renewable resources, 
distributed generation, and demand-side management (DSM) resources), and power 
marketers.  
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Each Respondent shall respond fully and accurately to the Statement of Financial Conditions 
and Creditworthiness Qualifications included in Exhibit A to the RFP. In addition to that 
information, during the Proposal review process, Montana-Dakota may require each 
Respondent to provide further credit and financial information in order to assist Montana-
Dakota in addressing and weighing the creditworthiness of each Respondent. 
  
Montana-Dakota invites Proposals from all potential suppliers who are capable of meeting 
the conditions of the RFP, and Montana-Dakota will evaluate all responsive bids.  

2.3. RFP Communications  
Prior to the proposal submission deadline, all communications should be directed to the 
Official Contact’s e-mail.  Based upon the nature and frequency of the questions Montana-
Dakota receives, Montana-Dakota will choose to either respond to individuals directly or 
address the question through the bidder’s conference (see Section 2.5).  

2.4. Schedule  
The following schedule and deadlines apply to this RFP:  
 

ACTIVITY  DATE*  
Issue RFP  June 1, 2010  
Bidder’s Conference  July 8, 2010 
Notice of Intent to Bid Due  July 23, 2010 
RFP Responses Due  August 20, 2010 
Shortlist Notification  October 1, 2010 
Selection Process Complete  November 15, 2010 

 
* Dates may be advanced or delayed at Montana-Dakota’s sole discretion.  The 

Respondents will be notified if the dates are changed. 

2.5. Bidder’s Conference  
Montana-Dakota currently plans on conducting a bidder’s conference for interested 
Respondents:  
 

Time:   9:00 am Central Time  
Date:   July 8, 2010  
Location:  Montana-Dakota Utilities Co. 

400 North 4th Street 
Bismarck, ND 58501 

 
Prospective Respondents who plan on attending the conference should RSVP to the Official 
Contact’s e-mail.  Please provide names, titles, and phone numbers of the individuals who 
will be attending and a brief description of the Respondent’s proposed project if possible. 
The purpose of the bidder’s conference is to allow potential Respondents the opportunity to 
ask questions and seek clarification about the RFP process. To make the meeting as 
productive and informative as possible, Respondents are encouraged to submit any questions 
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in writing prior to the conference. Attendance is not required for submitting a Proposal, but 
the bidder’s conference will serve as a forum to clarify any preliminary issues regarding the 
RFP.  
 
Teleconferencing capabilities will be available be for prospective Respondents that RSVP to 
the Official Contact’s e-mail. 

2.6. Notice of Intent to Bid (NOIB)  
In order to identify persons or entities interested in submitting a Proposal, and to assure that 
all those having such an interest receive any subsequent information distributed in the RFP 
process, interested parties are requested to submit via e-mail or facsimile, a non-binding 
NOIB  by July 23, 2010. The form for the NOIB is included in Exhibit B to this RFP.  

2.7. Proposal Submittal Fee  
A non-refundable fee of one thousand dollars ($1,000.00) per bid per Respondent will be 
required in order to qualify the Proposal(s) for consideration. The fee should be payable in a 
check made out to “Montana-Dakota Utilities Co.” Proposal submittal fees must be paid by 
the bid submittal deadline (see Section 2.8.2).  

2.8. Proposal Content and Submission Instructions  
 

2.8.1 In addition to the information described elsewhere in this RFP, all Respondents 
must include as part of their Proposal all relevant information requested in the 
response package. Proposals that do not contain all required information or do 
not fully reflect the bid requirements may not be considered at Montana-
Dakota’s sole discretion. In addition to the required information, the 
Respondents should include with their Proposals any other information that 
may be needed for a thorough understanding and evaluation of their 
Proposals.  

 
2.8.2 Complete Proposals, including all exhibits, must be received by August 20, 

2010 by Montana-Dakota’s Official Contact. Montana-Dakota will accept 
Proposals delivered by the U.S. Postal service, express delivery services, 
personal hand delivery, or electronic means such as e-mail and facsimile. 
Electronic submittals must be immediately followed by the hard copy of the 
original response package. Only sealed Proposals will be accepted. On the 
envelope, Respondent shall indicate “Response to Montana-Dakota RFP re. 
Capacity and Energy Supply Resources.”  

 
2.8.3 All Proposal terms, conditions, and pricing should be valid through the 

completion of the selection process, currently planned for December 31, 
2010. Any accepted Proposal will become binding in accordance with the 
executed definitive agreement (Section 4.3) and after the Regulatory 
Approval Process (Section 4.4).  

 
2.8.4 Respondents will be notified by October 1, 2010 if their Proposal has been 

selected for the short-list and subsequent negotiation. Respondents with 
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Proposals not selected for the short-list will be notified. None of the material 
received by Montana-Dakota from Respondents in response to this RFP will 
be returned. All Proposals and exhibits will become the property of Montana-
Dakota, subject to the confidentiality provisions of Section 2.9.  

 
2.8.5 Prices and dollar figures must be stated in U.S. Dollars of which the base year 

must be specified.  

2.9. Confidentiality  
With each Proposal, Montana-Dakota will require all parties to sign the Confidentiality 
Agreement, contained in Exhibit C to this RFP. Montana-Dakota will sign and execute the 
Confidentiality Agreement upon receipt from each Respondent. Montana-Dakota will use 
commercially reasonable efforts, in a manner consistent with the Confidentiality Agreement, 
to protect any claimed proprietary and confidential information contained in a Proposal, 
provided that such information is clearly identified by the Respondent as “PROPRIETARY 
AND CONFIDENTIAL” on the page on which proprietary and confidential material appears.  

2.10. Requirements of the Proposals 
 

2.10.1 Proposals should be provided in the format outlined in Section 2.10. Montana-
Dakota requests that all exhibits, documents, schedules, etc. submitted as a 
part of a proposal be clearly labeled and organized in a fashion that facilitates 
easy location and review. 

 
2.10.2 All proposals must conform, as applicable, to the requirements in this RFP.  
 
2.10.3 Proposals must be for the sale to, and purchase by Montana-Dakota, of a firm, 

unit-contingent supply of capacity and energy, and/or system participation 
capacity and energy. The proposals must identify the resource and location 
supplying the capacity and any special regulatory status that may be claimed. 

 
2.10.4 A single Respondent may submit more than one proposal. 
 
2.10.5 The pricing, as set forth in Section 2.10.11.5, contained in each proposal shall 

reflect all present applicable state and federal environmental regulations and 
requirements. Montana-Dakota reserves the right to estimate the impacts of 
future environmental regulations on the Proposal. Montana-Dakota will not 
be responsible for any "stranded costs" that the Respondent may incur, but are 
not identified in the proposal. Any exit fees must be explicitly stated in the 
Proposal. 

 
2.10.6 Proposals that rely upon supply resources located outside of the Montana-

Dakota system must provide for the delivery of the full capacity amount to 
Montana-Dakota’s system.  

 
2.10.7 Transmission service that the Respondent acquires for the purpose of 

delivering said capacity should be Firm, Point-to-Point, or Network service. 
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Said transmission service shall be continuously reserved for the duration of 
the capacity transaction. If Firm, Point-to-Point, or Network Transmission 
service is not obtained prior to the time the Respondent submits his proposal, 
the burden will be on the Respondent to identify all known fixed and variable 
cost for delivery to Montana-Dakota’s system as well as any known 
transmission constraints. 

 
2.10.8 The Respondent shall be responsible for the providing and contracting of all 

transmission related services for delivery to the Montana-Dakota system. At 
some point during the evaluation process, Montana-Dakota, in its sole 
discretion, will require a Respondent to demonstrate the ability to acquire 
transmission services if necessary. If the Respondent is unable or fails to 
demonstrate such ability to obtain transmission services, or if obtaining such 
service requires system upgrade or interconnection costs that Montana-
Dakota, in its sole discretion, determines to be excessive, Montana-Dakota 
may terminate further consideration of the Proposal. 

 
2.10.9 Proposals should address any contractual and operational constraints such as 

cycling, minimum load, minimum run time, minimum down time, start-up 
fees, etc., that the Respondent intends to impose in his proposal. 

 
2.10.10 Prior to Montana-Dakota signing a power purchase agreement, the 

Respondent will be required to provide evidence of credit assurance as 
detailed in Section 2.10.11.9 of this RFP. Montana-Dakota will approve all 
forms of credit assurance before entering into the agreement. 

 
2.10.11 All Proposals must include the following minimum components in the order 

provided: 
 

2.10.11.1 "Executive summary" which indicates the highlights and special 
features of the Proposal including a description of the source for the 
capacity and energy. 

 
2.10.11.2 Statement from the Respondent which indicates the time period 

during which the proposal will remain in effect, but no sooner than 
December 31, 2010. 

 
2.10.11.3 Comprehensive listing and description, including a rationale if 

warranted, of all contract terms and conditions that the Respondent 
would seek during contract negotiations. 

 
2.10.11.4 Listing of any economic, operational, or system conditions 

(including sensitivities to anticipated dispatch levels) that might 
affect the Respondent's ability to deliver capacity and energy, as 
proposed.  Proposals should address any contractual and operational 
constraints, such as cycling, minimum load, minimum run time, 
minimum down time, and start-up fees, that the Respondent intends 
to impose in its proposal. 
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2.10.11.5 Information on the cost of the capacity and energy shall be provided 

including: 
 

2.10.11.5.1 Designated delivery point. 
 
2.10.11.5.2 Firm price bid. The capacity price must be fixed for the 

time period(s) quoted and the energy price must be either 
fixed or based on known and measurable indices.  

 
2.10.11.5.3 In addition to a firm price bid, the Respondent may 

submit alternative non-firm price bids. However, these 
bids must specifically describe the risks that the 
Respondent is passing on to Montana-Dakota and its 
customers. 

 
2.10.11.5.4 The Respondent should specify the basis (i.e., annually, 

quarterly, monthly, etc.) and type of all payments it 
expects to receive. In the case of a fully dispatchable 
generating resource, such payments might include start-up 
payments ($/start) or spinning and supplemental reserve 
payments ($/operating hour). 

 
2.10.11.5.5 As applicable, the Proposal should include all formulas 

that will be used to calculate the full capacity and energy 
rate, or any other rate that the Respondent may specify, 
with all its respective components well defined. A sample 
calculation illustrating the application of each formula is 
also required. 

 
2.10.11.5.6 The Respondent must provide a printed schedule 

projecting for each contract year, quarter, or month, as 
appropriate, depending upon how frequently the 
Respondent’s rate(s) or its respective components will be 
updated, for the full term of the proposed contract of the 
following: 

  
a. Full capacity rate and all components ($/kW-month, etc.). 
b. Contract capacity amount in MW at the delivery point for 

which the Respondent is expected to provide its estimated 
Unforced Capacity (UCAP) amount according to Midwest 
Independent Transmission System Operator, Inc.’s 
(Midwest ISO or MISO) definition. 

c. Capacity payment ($/month). 
d. Total energy rate and all its components ($/MWh). 
e. Projected values of any independent variables (e.g., fuel 

price, heat rates, operating hours, and number of starts) 
that are to be used in the calculation of payments. 
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f. Sufficient information to allow Montana-Dakota to 
replicate this proposed contract term data. 

g. Any proposed revisions to the pricing scheme if the 
Respondent intends to offer a contract extension option. 

 
2.10.11.6 Information on the makeup of the Respondent’s Company and its 

parent organization shall be provided along with the most current 
annual financial report, most recent audited financial report, and 
SEC Form 10-K. 

 
2.10.11.7 Site locations of the proposed projects and other drawings that are 

helpful in describing projects shall be included. 
 
2.10.11.8 The Respondent must certify that any identified generating resource 

is or will be built and maintained in good working order, free of 
material defects, and has been and will be operated in accordance 
with good utility practice and applicable maintenance schedules and 
in compliance with all applicable laws and regulations. 

 
2.10.11.9 Montana-Dakota requires secure and reliable physical delivery of 

the capacity and associated energy corresponding to all proposals. 
Security and reliability of physical delivery will be guaranteed by 
either (1) contractual credit assurance by a third party, (2) 
corporation commitment accompanied by an investment level credit 
rating from a major rating agency, or (3) combinations of 1 and 2. 
All forms of credit assurance will be approved by Montana-Dakota 
before entering into a power purchase agreement. (Credit 
Assurances shall include a letter of credit or performance bonds for 
an amount equal to the costs associated with one year of the 
contract or as mutually agreed.) 

 
2.10.11.10 The Respondent must certify that it has or will have all necessary 

permits in effect for the identified generating unit.  The Respondent 
shall provide a description of the resource's ability to comply with 
all presently applicable and anticipated environmental regulations 
and requirements and any additional environmental benefits that the 
resource would, or presently does, afford; a listing of expected 
emissions (as applicable) and the status of all permit applications; 
and a listing of any and all potential and known environmental 
liabilities that may be associated with the project or its site. 

 
2.10.11.11 Montana-Dakota prefers Proposals offering full dispatchability of 

energy for all hours during the term of the contract. This would 
permit Montana-Dakota to schedule quantities of energy, from a 
minimum of zero to a maximum equal to the quantity stated in the 
Proposal on an hour-by-hour basis. Montana-Dakota prefers to have 
the option of connecting the proposed generating resources to its 



Montana-Dakota Utilities Co. 
Request for Proposal - Capacity and Energy Supply  

 

9 
 

automatic generation control system, but dispatchability is not a 
requirement. 

 
2.10.12 Montana-Dakota encourages Respondents to provide Proposals for summer 

and non-summer capacity and energy if the Respondent believes its Proposal 
can provide an economic benefit to Montana-Dakota and its customers.  For 
the purpose of this RFP, summer capacity months refer to the period of June 
through September.  

 
2.10.13  Proposals for variable capacity resources such as wind, solar, run-of-river 

hydro, landfill gas, and anaerobic digestion should provide, for each calendar 
month, a schedule of expected capacity factors, maximum capacity, and 
hourly capacity (for each hour of the month). 

 
2.10.14  Proposals for DSM resources such as demand-response programs and energy 

efficiency programs should provide, for each calendar month, a schedule of 
expected capacity factors, maximum capacity, and hourly capacity (for each 
hour of the month). 

 
2.10.15 Montana-Dakota will entertain Proposals which contain the provision for an 

asset sale or option for an asset sale from the Respondent to Montana-Dakota 
as part of the Respondent’s bid. 

 

3. EVALUATION PROCESS  

3.1. Proposal Review  
 

3.1.1.  Price will be a major factor in Montana-Dakota’s evaluation, with due 
consideration given to dispatchability, operational performance, reliability, 
deliverability, credit, environmental impacts, contract terms, and other 
factors. Respondents shall include sufficient detail to evaluate all costs 
associated with the Proposal(s). To ensure that Proposals will provide 
customer benefits, Montana-Dakota will compare Proposals with the benefits, 
including costs and reliability, of alternative resource scenarios. Proposals 
will also be compared and evaluated in terms of other non-price 
characteristics; therefore, the lowest price submittal may not necessarily be 
selected. The evaluation of Proposals will be based on the information 
provided by the Respondent and available industry information, with special 
emphasis on Montana-Dakota being able to provide reliable service and 
maximize the economic value to its customers. Montana-Dakota shall 
evaluate all Proposals in terms of price and non-price attributes and reject any 
Proposal that, at Montana-Dakota’s sole discretion, 

 
a)  Does not meet the minimum requirements set forth in the RFP;  
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b)  Is not economically competitive with other Proposals or resource 
alternatives;  

 
c)  Is submitted by the Respondent who is determined by Montana-

Dakota to have insufficient creditworthiness, insufficient financial 
resources and/or insufficient technical qualifications to provide 
dependable or reliable service; or  

 
d) Fails to meet the resource and reliability needs of Montana-Dakota.  
 

In order to assess the feasibility and viability of the Proposals, the evaluation 
will determine the technical, physical and operational capability of the 
applicable generating resources to meet the operating parameters specified in 
the Proposal. Such technical analysis will include, but not be limited to, a 
review of transmission access (including existing transmission contracts), fuel 
access and transportation (including existing fuel contracts), environmental 
conditions, certification and permit conditions and/or restrictions, unit 
location, maintenance history and schedules, and operational flexibility and 
history.  
 

3.1.2.  Montana-Dakota shall evaluate responsive Proposals and select for further 
review and negotiation a Proposal or Proposals, if any, that Montana-Dakota 
believes provides the greatest value to its customers. In the event negotiations 
with a Respondent or Respondents do not produce a final and fully executed 
contract satisfactory to Montana-Dakota, Montana-Dakota reserves the right 
to pursue any and all other resource options available to it.  

 
3.1.3. Montana-Dakota intends to compare system impacts of short-listed Proposals 

against the system impacts from new-build alternatives in determining the 
appropriate purchases and/or acquisitions for Montana-Dakota’s future 
capacity and energy needs.  

 
3.1.4. Montana-Dakota reserves the right to accept or reject any or all Proposals for 

any reason at any time after submittal without explanation to the Respondent, 
or to make an award at any time to a Respondent who, in the sole opinion and 
discretion of Montana-Dakota, provides a Proposal Montana-Dakota deems 
favorable. Montana-Dakota also reserves the right to make an award to other 
than the lowest price Respondent, if Montana-Dakota determines that to do so 
would result in the greatest value to its customers.  

 
3.1.5. All renewable resources, distributed generation and DSM are invited to 

compete in this RFP process and will be evaluated in a consistent manner 
with all other bids, with consideration given to projections as to their life-
cycle costs, operational compatibility, reliability, and availability. 

 
3.1.6. Those Respondents who submit Proposals do so without legal recourse 

against Montana-Dakota or its directors, management, employees, agents, or 
contractors, based on Montana-Dakota’s rejection, in whole or in part, of their 
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Proposal or for failure to execute any agreement tendered by Montana-
Dakota. Montana-Dakota shall not be liable to any Respondent or to any other 
party, in law or equity, for any reason whatsoever relating to Montana-
Dakota’s acts or omissions arising out of or in connection with the RFP.  

 
3.1.7.  If a selected Proposal involves a generating resource not yet operational, the 

Respondent must provide Montana-Dakota with a full financial guarantee, 
including performance bonds and/or letters of credit, up to the level of 
product commitments and in an amount and at a level determined by 
Montana-Dakota in its sole discretion, expressly including replacement 
capacity and energy  costs and any related penalty fees, in the event the 
generating resource does not become commercially operational as scheduled.  

 
3.1.8.  In reviewing and considering Proposals, Montana-Dakota will analyze 

potential credit and risk concerns in any comparison of Proposals. As part of 
its detailed evaluation phase, Montana-Dakota will specifically weigh the 
credit- and risk-related factors and costs underlying each of the Proposals. To 
conduct this review, Montana-Dakota requires that each Respondent include 
with its response package a detailed description of the proposed credit 
support. The pricing provided shall expressly include the costs of such credit 
support. Montana-Dakota will review and assess the sufficiency and 
adequacy of the proposed credit support, and if Montana-Dakota, at its sole 
discretion, determines such credit support is insufficient, it shall assess 
additional costs and/or expenses to the evaluation of such a Proposal.  

 
3.1.9.  Selection and elimination of Proposals and subsequent notification of 

Respondents at all stages of the evaluation will remain entirely at Montana-
Dakota’s discretion.  

 
3.1.10  Montana-Dakota reserves the right to award multiple contracts if 

combinations of proposals provide the lowest overall cost and the highest 
level of reliability. 

3.2. Proposal Threshold Requirements  
The Respondent should provide complete and accurate information to ensure that its Proposal 
satisfies the Threshold Requirements listed below. Montana-Dakota, at its sole discretion, 
may reject a Proposal for further consideration if the Proposal fails to meet the Threshold 
Requirements or provides incomplete and/or inaccurate responses. Montana-Dakota may 
seek clarification and/or remedy of a Proposal.  
 

3.2.1. General Threshold Requirements  
 

a. The Proposal is received on time and complies with the submission 
instructions.  

 
b. The Proposal is bona fide, and the Respondent (or its guarantor) has 

sufficient financial capacity to support the Proposal.  
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c. Complete and accurate answers are provided to all questions in the RFP.  
 
d. The Proposal Submittal Fee is included.  

 
e. The proposed capacity and associated energy are available and 

deliverable to Montana-Dakota’s Integrated System no later than June 1, 
2015.  

 
f. The proposed capacity is at least 25 MW and no more than 225 MW.  
 
g. If a PPA, the proposed term is for a minimum of five years.  

 
3.2.2. Operating Performance Thresholds  
 

a. The Respondent must certify that it has or will have all necessary permits 
in effect for the identified generating resource.  

 
b. The Respondent must certify that any identified generating resource is or 

will be built and maintained in good working order, free of material 
defects, and has been and will be operated in accordance with good utility 
practice and applicable maintenance schedules and in compliance with all 
applicable laws and regulations.  

 
c. Montana-Dakota prefers the identified generating resource be fully 

dispatchable and has an automatic generation control that is tied into 
Montana-Dakota’s Electric Control Center in Bismarck, North Dakota. 
The costs associated with this installation are the responsibility of the 
Respondent.  

 
e. If a PPA, the Respondent must be willing to coordinate the generating 

resource’s maintenance scheduling with Montana-Dakota.  
 

3.2.3. Transmission Threshold  
 

a. Deliverability to Montana-Dakota’s Integrated System will be taken into 
account.  

 
b. If the generating resource is or will be located outside of Montana-

Dakota’s Integrated System, the Respondent must provide a transmission 
plan for deliverability to wheel the generating resource’s power to the 
Integrated System. Transmission costs to connect with the Integrated 
System are the responsibility of the Respondent.  

 
c. If the generating resource is not yet in-service, but has a completed 

Generator Interconnection Study, a copy of this agreement must 
accompany the Proposal.  
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d. If the generating resource is not yet in-service and will be interconnected 
to Montana-Dakota’s transmission system, the Respondent must complete 
an Application for Generator Interconnection Request with the Midwest 
ISO.  A copy of this application must accompany the Proposal.   

  
e. For an unfinished resource, the final agreement between Montana-Dakota 

and the Respondent will require the Interconnection Study to be 
completed, or will be contingent upon such a study being completed. 

3.3. Screening Process  
Montana-Dakota intends to select Proposals that will be included on its short-list by October 
1, 2010. Through the short-listing process, those Proposals that are inferior to other Proposals 
in terms of overall cost and level of reliability, at Montana-Dakota’s sole discretion, will be 
eliminated from further consideration. Montana-Dakota will notify all short-listed 
Respondents that they have been included on the short-list. Similarly, Montana-Dakota 
intends to notify Respondents of those Proposals that are eliminated from further 
consideration within a reasonable amount of time.  

 
Montana-Dakota plans to analyze the short-listed Proposals in detail by assessing their 
impact on its customer electric service rates, comparing their costs to those of other resource 
alternatives, and examining their compatibility with Montana-Dakota’s resource needs.   
 
Montana-Dakota may elect to schedule meetings or conference calls with each short-listed 
Respondent to review and clarify its Proposal. After the selection of the short-listed 
Proposals, Montana-Dakota will begin contract negotiations with such Respondent(s).  
 
Montana-Dakota may select a final Respondent(s) based on the detailed evaluation of the 
short-listed Proposals. This selection will not automatically be based on the lowest price 
alternatives available amongst the Proposals. The price and non-price attributes described in 
part in this RFP solicitation document will be considered in their totality for each Proposal. 
Montana-Dakota will use its sole discretion, judgment and analyses in making the final 
selection in the RFP process. Montana-Dakota’s objective is to select resources that have the 
potential to offer the maximum reliability and value, based on cost and non-cost attributes.  
 

4. CONTRACTS AND REGULATORY APPROVAL  

4.1. General  
The Respondent(s) whose Proposal is selected will be responsible for acquiring and verifying 
that they are in compliance with all necessary licenses, permits, certifications, reporting 
requirements, and approvals required by federal, state and local government laws, regulations 
and policies, including if applicable, for the design, construction and operation of the project. 
In addition, the Respondent shall fully support the regulatory approval process associated 
with any potential acquisition or power supply arrangement.  
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The Respondent shall be liable for all, and Montana-Dakota shall not be responsible for any, 
of the costs that the Respondent incurs to prepare, submit, and negotiate his Proposal, 
subsequent contract, and any related activity including governmental approvals.  

4.2. Contract Modifications  
It is anticipated that the contract format for the prospective PPA resulting from this RFP will 
be based on the Mid-Continent Energy Marketers Association Agreement (MEMA). A copy 
of the MEMA Agreement is contained in Exhibit D for reference purposes. Respondents may 
expressly identify and include proposed changes to the MEMA Agreement in their response 
packages.  Such proposed revisions will allow Montana-Dakota to assess the significance and 
impact of the requested changes to the Proposal.  Montana-Dakota reserves the right to utilize 
a different contract format, based on its sole discretion.  

4.3. Definitive Agreement  
As soon as practicable after Montana-Dakota completes negotiations, Montana-Dakota 
expects the selected Respondent(s) to execute a definitive agreement. Failure of the 
Respondent(s) to promptly execute a definitive written agreement after notification of a 
winning bid will result in rejection of the Proposal.  

4.4. Regulatory Approval Process  
At Montana-Dakota’s sole discretion, any final negotiated contract may be conditioned upon 
regulatory actions and approvals by regulatory authorities. All consents and approvals of 
governmental authorities required for the consummation of the contemplated transactions 
shall have terms and conditions acceptable to Montana-Dakota.  

4.5. Collusion  
By submitting a Proposal to Montana-Dakota in response to this RFP, the Respondent 
certifies that the Respondent has not divulged, discussed, or compared its Proposal with any 
other Respondents and has not colluded whatsoever with any other Respondents with respect 
to its Proposals.  
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Exhibit A – Form of Statement of Financial Conditions and Creditworthiness 
 
The following information shall be completed as appropriate and will be used to assess 
the applicant’s financial conditions and creditworthiness. 
 
1. Company Information 

 
Type of Business 

____ Corporation 
____ Limited Liability Company 
____ Partnership 
____ Other (describe) 
 

Applicant Organization 
 

Legal Corporate Name: 

Street Address: 

City, State, Zip Code: 

Dun & Bradstreet Number: 

  Federal Tax ID Number: 

 
Applicant Credit Contact 
 

Name: 

Title: 

Phone Number: 

Email Address: 

 
For Corporation/Limited Liability Companies 

 
Date and State of Incorporation/Registration: 

Street Address: 

City, State, Zip Code: 

For General Partnerships 
 

Name of General Partner: 

Address of General Partner/Registered Agent: 

City, State, Zip Code: 
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2. Guarantor 
 

Guarantor Company 

Legal Corporate Name: 

Street Address: 

City, State, Zip Code: 

Dun & Bradstreet Number: 

Federal Tax ID Number: 
 
3. Credit Information 
 
The company and/or company’s guarantor (if applicable) is required to submit the most 
recent 2 years of audited financial statements and accompanying notes. Indicate below 
what statements are being submitted. 

 

____ 10K 

____ 8Ks to the extent they address any information set forth in the 10Ks 

or 10Qs 

____ 10Q 

____ Other (describe) 
 

All submitted information must be in the English language, and financial data 
denominated in United States currency, and conform to generally accepted accounting 
principles (GAAP) in the United States. If the offering entity’s financial information is 
consolidated with other entities, then it is the offering entity’s responsibility to extract 
and submit as separate documents all data and information related solely to the offering 
entity. This must include all financial information, associated notes and all other 
information that would comprise a full financial report conforming to GAAP. 
 
Has the offering entity or predecessor company declared bankruptcy in the last 5 years? 

____ Yes 

____No 
 

 
Are there any pending bankruptcies or other similar state or federal proceedings, 
outstanding judgments or pending claims or lawsuits that could affect the solvency of the 
offering entity? 

____ Yes 

____No 
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If the answer is “Yes” to either of the above questions, please provide an addendum to 
this application describing the situation and how it affects the offering entity’s ability to 
meet or not meet it credit obligations. 
 

Respondent/Guarantor Credit Rating 
 

Standard & Poor’s 
 
Last Rating Date: 

Corporate Rating: 

Senior Unsecured Long term Debt Rating: 

Other: 

Moody’s 
 

Last Rating Date: 

Corporate Rating: 

Senior Unsecured Long term Debt Rating: 

Other: 

Fitch 
Last Rating Date: 

Corporate Rating: 

Senior Unsecured Long term Debt Rating: 

Other: 

 
In the event the above information is inadequate or fails to completely meet Montana-
Dakota’s need for financial security for a given bid, the entity must provide evidence of 
its capability to provide collateral instruments. 
 
Please detail all credit related issues and concerns that Montana-Dakota should be aware 
of prior to negotiation of a formal power purchase agreement document: 
 

Bank Reference Information 
 

Bank Name: 

Street Address: 

City, State, Zip Code: 

Contact Name: 
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Phone Number: 

Fax Number: 

Account Number: 

 
4. Project-specific Information 
 

For project-specific supply proposals, please provide the following information: 
 
Owners and percentage of ownership in generation unit(s): 

Amount and source(s) of equity financing: 

Amount and terms of financing, including: 

 Amount of loan(s) 

 Term of loan(s) 

 List of conditions 

 Amortization schedule 

5. Authorization 
 
The Offering Entity hereby represents and warrants that all statements and 
representations made herein, including any supporting documents, are true to the best of 
Offering Entity’s knowledge and belief. The undersigned authorized official of the 
Offering Entity warrants that the Offering Entity agrees to be bound by these 
representations. The Offering Entity authorizes the above listed entities to release data 
requested by Montana-Dakota necessary to perform a credit check in connection with 
Offering Entity’s interest to bid on this RFP. 
 

Offering Entity’s Company Name:________________________________ 

Signature of Authorized Official:_________________________________ 

Name of Authorized Official (print):______________________________ 

Title of Authorized Official (print):_______________________________ 

Date Signed:_________________________________________________ 
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Exhibit B – Form of Notice of Intent to Bid 

Date:   __________________________________________ 

Our organization intends to submit a proposal in response to the Montana-Dakota 
Utilities Co. Request for Proposals for Capacity and Energy Supply. 

Contact Name: __________________________________________ 

Name of Firm: __________________________________________ 

Address:  __________________________________________ 

   __________________________________________ 

Phone:  __________________________________________ 

e-mail:  __________________________________________ 

 

Alternate Contact: __________________________________________ 

Address:  __________________________________________ 

   __________________________________________ 

Phone:  __________________________________________ 

e-mail:  __________________________________________ 

 

Project Description: __________________________________________ 

   __________________________________________ 

   __________________________________________ 

   __________________________________________ 

   __________________________________________ 

    

Signature:  __________________________________________ 
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Exhibit C – Form of Confidentiality Agreement 
 

MUTUAL CONFIDENTIALITY AGREEMENT 
 
Montana-Dakota Utilities Co., a division of MDU Resources Group, Inc., having its 
principal place of business at 400 North 4th Street, Bismarck, ND 58501 ("Montana-
Dakota") and ____________________, having its principal place of business at 
_____________________________ (“Respondent”), are discussing details related 
to the Respondent’s reply to a Request for Proposal (“RFP”) that Montana-Dakota 
has issued regarding the purchases of capacity and energy dated June 1, 2010. In 
the course of the discussions about the RFP each party may disclose certain 
confidential or proprietary information ("Proprietary Information") to the other party. 
 
For purposes of this Mutual Confidentiality Agreement, Proprietary Information 
shall mean all information, technical data or know-how, whether written, oral, 
visual, electronic or in any other form (which may include, without limitation, 
strategic project development plans, financial information, business plans and 
records, and project information and records,) disclosed, acquired, or generated 
as a result of or in connection with the RFP process.  Proprietary Information 
shall also include this Mutual Confidentiality Agreement and the terms and 
conditions set forth herein. 
 
A. In consideration of Montana-Dakota and Respondent agreeing to supply 
each other Proprietary Information relating to the RFP process and in consideration 
of both parties entering into the exchange of information and/or discussions relating 
to the RFP process, Montana-Dakota and Respondent each agree that it, its 
corporate affiliates, and each of their respective directors, officers, employees, 
lenders, and professional advisors (each individually "Representatives"): 
 

1. Will keep secret and confidential the Proprietary Information supplied 
to the other party and any discussions and negotiations about the 
RFP process except as herein provided and in a manner no less 
restrictive than the manner that the receiving party protects its own 
confidential information; 

 
2. Will use the Proprietary Information only for the purpose of 

participating in, evaluating and negotiating the RFP process; 
 

3. Will disclose the Proprietary Information only to its Representatives 
who need to know the Proprietary Information for the purpose of 
participating in, evaluating and negotiating the RFP process; 

 
4. Will not, whether or not the Parties enter into definitive agreements, 
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disclose to any third party (other than its Representatives) any of the 
Proprietary Information, other than the Proprietary Information which 
is in, or independently comes into, the public domain; 

 
5. Will not, engage in any transactions of any kind or description 

whatsoever with regard to or using the Proprietary Information during 
the term of this Agreement without the written consent of the other 
party; 

 
6. Will, if requested in writing, promptly destroy or return any of the 

Proprietary Information provided without keeping any copies; and 
 

7. Will promptly notify the other party if any of the Proprietary 
Information conveyed to it is required to be disclosed by reason of 
law or legal process and will cooperate with the other party regarding 
any action which the other party (at the other party’s sole cost and 
expense) may elect to take to challenge the legality or validity of such 
requirement. 

 
B. Montana-Dakota and Respondent also acknowledge and agree: 
 

1. Proprietary Information which is provided will not be considered to 
be Proprietary information if that information is (i) in the other 
party's possession prior to disclosure, (ii) is in the public domain 
prior to disclosure, or (iii) lawfully enters the public domain through 
no violation of this Mutual Confidentiality Agreement.  

 
2. No agreement for a power purchase agreement or other transaction 

shall be deemed to exist unless and until a Definitive Transaction 
Agreement has been executed and delivered by the parties. The term 
"Definitive Transaction Agreement" does not include this Mutual 
Confidentiality Agreement, a letter of interest or any other preliminary 
written agreement, nor does it include any verbal agreement; 

 
3. Neither party makes any representation or warranty regarding the 

completeness or accuracy of any information provided to the other; 
any and all such representations and warranties shall be made in a 
written, executed agreement and will then be subject to the provisions 
thereof; 

 
4. Money damages would not be a sufficient remedy for a breach of this 

Mutual Confidentiality Agreement and the injured party is entitled to 
specific performance and injunctive or other equitable relief and 
remedies for any breach; such remedies shall not be the exclusive 
remedies but shall be in addition to all other remedies available at law 
or in equity; 



Montana-Dakota Utilities Co. 
Request for Proposal - Capacity and Energy Supply  

 

22 
 

 
5. Neither party will make any announcement of the status of the 

Respondent’s reply to the RFP or of any negotiations with respect to 
a possible power purchase agreement without the prior written 
consent of the other;  

 
6. This Mutual Confidentiality Agreement is governed by the laws of the 

state of North Dakota; and 
 

7. The obligations under this Mutual Confidentiality Agreement shall be 
continuing and shall survive the termination of the RFP process and 
any discussion or negotiations between the parties, but that all 
obligations of the parties hereunder will expire two years from the 
date of this Mutual Confidentiality Agreement. 

 
The parties have executed this Mutual Confidentiality Agreement as of ______________ 
___, 2010. 
 
 
____________________________ MONTANA-DAKOTA UTILITIES CO.,  
      a Division of MDU Resources Group, Inc. 
 
By:                             By:                           
                
Title:                         Title:                              
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ARTICLE ONE:  PURPOSE, APPLICABILITY AND GOVERNANCE 
 

1.1 Purpose.  The purpose of this Tariff is to provide for sales of Product by MEMA 
Members. 

 
1.2 Applicability.  Services under this Tariff are applicable to MEMA Members. 
 
1.3 Disclaimer.  This Tariff was prepared by MEMA to facilitate orderly trading in 

and development of wholesale power markets.  Neither MEMA nor any MEMA Member nor 
any of their agents, representatives or attorneys shall be responsible for its use, or any damages 
resulting therefrom.  By providing this Tariff MEMA does not offer legal advice and all users are 
urged to consult their own legal counsel to ensure that their commercial objectives will be 
achieved and their legal interests are adequately protected. 
 

 
GENERAL TERMS AND CONDITIONS 

ARTICLE TWO:  GENERAL DEFINITIONS 
 

2.1 “Affiliate” means, with respect to any person, any other person (other than an 
individual) that, directly or indirectly, through one or more intermediaries, controls, or is 
controlled by, or is under common control with, such person.  For this purpose, “control” means 
the direct or indirect ownership of fifty percent (50%) or more of the outstanding capital stock or 
other equity interests having ordinary voting power. 
 

2.2 “Agreement” means this Tariff, including its exhibits (including but not limited to 
the Supplementary Agreement attached hereto as Exhibit B), schedules and any written 
supplements, any collateral, credit support or margin agreement or similar arrangement between 
the Parties to a Transaction, and all Transactions (including any Confirmations). 

 
2.3 “Bankrupt” means with respect to any entity, such entity (i) files a petition or 

otherwise commences, authorizes or acquiesces in the commencement of a proceeding or cause 
of action under any bankruptcy, insolvency, reorganization or similar law, or has any such 
petition filed or commenced against it, (ii) makes an assignment or any general arrangement for 
the benefit of creditors, (iii) otherwise becomes bankrupt or insolvent (however evidenced), (iv) 
has a liquidator, administrator, receiver, trustee, conservator or similar official appointed with 
respect to it or any substantial portion of its property or assets, or (v) is generally unable to pay 
its debts as they fall due.
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2.4 “Business Day” means any day except a Saturday, Sunday, a Federal Reserve 
Bank holiday, or a Canadian Banking holiday where the Buyer or Seller has its principal place of 
business located in Canada.  A Business Day shall open at 8:00 a.m. and close at 5:00 p.m. local 
time for the relevant Party’s principal place of business.  The relevant Party, in each instance 
unless otherwise specified, shall be the Party from whom the notice, payment or delivery is being 
sent and by whom the notice or payment or delivery is to be received. 

 
2.5 “Buyer” means the MEMA Member to a Transaction that is obligated to purchase 

and receive, or cause to be received, the Product, as specified in the Transaction. 
 
2.6 “Call Option” means an Option entitling, but not obligating, the Option Buyer to 

purchase and receive the Product from the Option Seller at a price equal to the Strike Price for 
the Delivery Period for which the Option may be exercised, all as specified in the Transaction.  
Upon proper exercise of the Option by the Option Buyer, the Option Seller shall be obligated to 
sell and deliver the Product for the Delivery Period for which the Option has been exercised. 

 
2.7 “Claiming Party” has the meaning set forth in Section 4.3. 
 
2.8 “Claims” means all third party claims or actions, threatened or filed and, whether 

groundless, false, fraudulent or otherwise, that directly or indirectly relate to the subject matter of 
an indemnity, and the resulting losses, damages, expenses, attorneys’ fees and court costs, 
whether incurred by settlement or otherwise, and whether such claims or actions are threatened 
or filed prior to or after the termination of this Tariff. 

 
2.9 “Confirmation” has the meaning set forth in Section 3.3. 
 
2.10 “Contract Price” means the price in $U.S. (unless otherwise provided for) to be 

paid by Buyer to Seller for the purchase of the Product, as specified in the Transaction. 
 

2.11 “Costs” means, with respect to the Non-Defaulting Party, brokerage fees, 
commissions and other similar third party transaction costs and expenses reasonably incurred by 
such Party either in terminating any arrangement pursuant to which it has hedged its obligations 
or entering into new arrangements which replace a Terminated Transaction; and all reasonable 
attorneys’ fees and expenses incurred by the Non-Defaulting Party in connection with the 
termination of a Transaction. 

 
2.12 “Credit Rating” means, with respect to a Party (or its Guarantor, if applicable) (i) 

the rating then assigned to the unsecured, senior long-term debt obligations (not supported by 
third party credit enhancements) of such entity, or (ii) in the case that such entity does not have a 
rating for its senior unsecured long-term debt, the rating then assigned as an issuer rating.  In 
either case the rating shall refer to the rating then assigned by S&P, Moody’s, or any other rating 
agency agreed to by the Parties as set forth in the Supplementary Agreement attached hereto as 
Exhibit B. 
 

2.13 “Defaulting Party” has the meaning set forth in Section 6.1.
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2.14 “Delivery Period” means the period of delivery for a Transaction, as specified in 
the Transaction. “Delivery Point” means the point at which the Product shall be delivered and 
received, as specified in the Transaction. 

 
2.15 “Downgrade Event” means the downgrade event, if any, as agreed by the Parties 

in the Credit and Collateral Requirements. 
 

2.16 “Early Termination Date” has the meaning set forth in Section 6.2. 
 
2.17 “Electronic Confirmation” has the meaning set forth in Section 3.4. 

 
2.18 “Equitable Defenses” means any bankruptcy, insolvency, reorganization and other 

laws affecting creditors’ rights generally, and with regard to equitable remedies, the discretion of 
the court before which proceedings to obtain same may be pending. 

 
2.19 “Event of Default” has the meaning set forth in Section 6.1. 
 
2.20 “Federal Power Marketing Agency” means any agency or instrumentality of the 

United States (other than the Tennessee Valley Authority) which sells electric energy. 
 
2.21 “FERC” means the Federal Energy Regulatory Commission or any successor 

government agency. 
 

2.22 “Force Majeure” means an event or circumstance which prevents one Party from 
performing its obligations under one or more Transactions, which is not within the reasonable 
control of, or the result of the negligence of, the Claiming Party, and which, by the exercise of 
due diligence, the Claiming Party is unable to overcome or avoid or cause to be avoided.  Force 
Majeure shall not be based on (i) the loss of Buyer’s markets; (ii) Buyer’s inability economically 
to use or resell the Product purchased hereunder; (iii) the loss or failure of Seller’s supply; or (iv) 
Seller’s ability to sell the Product at a price greater than the Contract Price.  Neither Party may 
raise a claim of Force Majeure based in whole or in part on curtailment by a Transmission 
Provider unless (i) such Party has contracted for firm transmission with a Transmission Provider 
for the Product to be delivered to or received at the Delivery Point and (ii) such curtailment is 
due to “force majeure” or “uncontrollable force” or a similar term as defined under the 
Transmission Provider’s tariff; provided, however, that existence of the foregoing factors shall 
not be sufficient to conclusively or presumptively prove the existence of a Force Majeure absent 
a showing of other facts and circumstances which in the aggregate with such factors establish 
that a Force Majeure as defined in the first sentence hereof has occurred.  The applicability of 
Force Majeure to the Transaction is governed by the terms of the Products and Related 
Definitions contained in Schedules P and Q. 

 
2.23 “Gains” means, with respect to any Party, an amount equal to the present value of 

the economic benefit to it, if any (exclusive of Costs), resulting from the termination of a 
Terminated Transaction, determined in a commercially reasonable manner.
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2.24 “Governmental Charges” has the meaning set forth in Section 10.2 
 

2.25 “Guarantor” means, with respect to a Party, the guarantor, if any, acceptable to 
the Party as set forth in the Supplementary Agreement attached hereto as Exhibit B. 

 
2.26 “Interest Rate” means, for any date, the lesser of (a) the per annum rate of interest 

equal to the prime lending rate as may from time to time be published in The Wall Street Journal 
under “Money Rates” on such day (or if not published on such day on the most recent preceding 
day on which published), plus two percent (2%) and (b) the maximum rate permitted by 
applicable law. 

2.27 “Imaged Document” has the meaning set forth in Section 11.17.  

2.28  “Letter(s) of Credit” means one or more irrevocable, transferable standby letters 
of credit issued by a U.S. commercial bank or a foreign bank with a U.S. branch with such bank 
having a credit rating of at least A- from S&P or A3 from Moody’s, or a Canadian Bank if the 
applicant for such Letter of Credit has its principal place of business located in Canada, or such 
other entity as agreed to by the Parties, including but not limited to CoBank, ACB or National 
Rural Utilities Cooperative, in a form acceptable to the Party in whose favor the letter of credit is 
issued.  Costs of a Letter of Credit shall be borne by the applicant for such Letter of Credit. 
 

2.29 “Losses” means, with respect to any Party, an amount equal to the present value 
of the economic loss to it, if any (exclusive of Costs), resulting from termination of a Terminated 
Transaction, determined in a commercially reasonable manner. 
 

2.30 “MEMA” means the Mid-Continent Energy Marketers Association, which is a 
Minnesota nonprofit corporation and independent energy marketing association. 
 

2.31 “MEMA Member” means an entity approved for membership as a voting member 
(or any successor designation adopted by MEMA) in MEMA pursuant to article three of the 
MEMA bylaws and in compliance therewith, or any successor rules adopted by MEMA 
governing admission to membership. 

 
2.32 “Moody’s” means Moody’s Investors Service, Inc. or its successor. 

 
2.33 “NERC Business Day” means any day except a Saturday, Sunday or a holiday as 

defined by the North American Electric Reliability Corporation (“NERC”) or any successor 
organization thereto.  A NERC Business Day shall open at 8:00 a.m. and close at 5:00 p.m. local 
time for the relevant Party’s principal place of business.  The relevant Party, in each instance 
unless otherwise specified, shall be the Party from whom the notice, payment or delivery is being 
sent and by whom the notice or payment or delivery is to be received. 

 
2.34 “Non-Defaulting Party” has the meaning set forth in Section 6.2.
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2.35 “Offsetting Transactions” mean any two or more outstanding Transactions, 
having the same or overlapping Delivery Period(s), Delivery Point and payment date, where 
under one or more of such Transactions, one Party is the Seller, and under the other such 
Transaction(s), the same Party is the Buyer. 

 
2.36 “Option” means the right but not the obligation to purchase or sell a Product as 

specified in a Transaction. 
 

2.37 “Option Buyer” means the Party specified in a Transaction as the purchaser of an 
option, as defined in Schedule P. 

 
2.38 “Option Seller” means the Party specified in a Transaction as the seller of an 

option , as defined in Schedule P. 
 
2.39 “Oral Confirmation” has the meaning set forth in Section 3.3. 

 
2.40 “Party” means the Seller or the Buyer in a Transaction. 
 
2.41 “Parties” means the Seller and the Buyer in a Transaction. 
 
2.42 “Performance Assurance” means collateral in the form of either cash, Letter(s) of 

Credit, or other security acceptable to the Party requesting an assurance of performance. 
 
2.43 “Potential Event of Default” means an event which, with notice or passage of time 

or both, would constitute an Event of Default. 
 
2.44 “Product” means electric capacity, energy or other product(s) related thereto as 

specified in a Transaction by reference to a Product listed in Schedules P or Q hereto or as 
otherwise specified by the Parties in the Transaction. 
 

2.45 “Put Option” means an Option entitling, but not obligating, the Option Buyer to 
sell and deliver the Product to the Option Seller at a price equal to the Strike Price for the 
Delivery Period for which the option may be exercised, all as specified in a Transaction.  Upon 
proper exercise of the Option by the Option Buyer, the Option Seller shall be obligated to 
purchase and receive the Product. 

 
2.46 “Quantity” means that quantity of the Product that Seller agrees to make available 

or sell and deliver, or cause to be delivered, to Buyer, and that Buyer agrees to purchase and 
receive, or cause to be received, from Seller as specified in the Transaction. 

 
 
2.47 “Replacement Price” means the price at which Buyer, acting in a commercially 

reasonable manner, purchases a replacement for any Product specified in a Transaction but not 
delivered by Seller, plus (i) costs reasonably incurred by Buyer in purchasing such substitute 
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Product and (ii) additional transmission charges, if any, reasonably incurred by Buyer to the 
Delivery Point, or at Buyer’s option, the market price at the Delivery Point for such Product not 
delivered as determined by Buyer in a commercially reasonable manner; provided, however, in 
no event shall such price include any penalties, ratcheted demand or similar charges, nor shall 
Buyer be required to utilize or change its utilization of its owned or controlled assets or market 
positions to minimize Seller’s liability.  For the purposes of this definition, Buyer shall be 
considered to have purchased replacement Product to the extent Buyer shall have entered into 
one or more arrangements in a commercially reasonable manner whereby Buyer repurchases its 
obligation to sell and deliver the Product to another party. 

 
2.48 “S&P” means the Standard & Poor’s Rating Group (a division of McGraw-Hill, 

Inc.) or its successor. 
 
2.49 “Sales Price” means the price at which Seller, acting in a commercially 

reasonable manner, resells any Product not received by Buyer, deducting from such proceeds any 
(i) costs reasonably incurred by Seller in reselling such Product and (ii) additional transmission 
charges, if any, reasonably incurred by Seller in delivering such Product to the third party 
purchasers, or at Seller’s option, the market price at the Delivery Point for such Product not 
received as determined by Seller in a commercially reasonable manner; provided, however, in no 
event shall such price include any penalties, ratcheted demand or similar charges, nor shall Seller 
be required to utilize or change its utilization of its owned or controlled assets, including 
contractual assets, or market positions to minimize Buyer’s liability.  For purposes of this 
definition, Seller shall be considered to have resold such Product to the extent Seller shall have 
entered into one or more arrangements in a commercially reasonable manner whereby Seller 
repurchases its obligation to purchase and receive the Product from another party. 

 
2.50 “Schedule” or “Scheduling” means the actions of Seller, Buyer and/or their 

designated representatives, including each Party’s Transmission Providers, if applicable, of 
notifying, requesting and confirming to each other the quantity and type of Product to be 
delivered on any given day or days during the Delivery Period at a specified Delivery Point. 

 
2.51 “Seller” means the MEMA Member to a Transaction that is obligated to sell and 

deliver, or cause to be delivered, the Product, as specified in the Transaction. 
 
2.52 “Settlement Amount” means, with respect to a Transaction and the Non-

Defaulting Party, the Losses or Gains, and Costs, expressed in U.S. Dollars, which such party 
incurs as a result of the liquidation of a Terminated Transaction pursuant to Section 6.2. 

 
2.53 “Strike Price” means the price to be paid for the purchase of the Product pursuant 

to an Option. 
 
2.54 “Tariff” means this Mid-Continent Energy Marketers Association Capacity and 

Energy Tariff. 
 
2.55 “Terminated Transaction” has the meaning set forth in Section 6.2.
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2.56 “Termination Payment” has the meaning set forth in Section 6.3. 

 
2.57 “Transaction” means a particular transaction agreed to by the Parties relating to 

the sale and purchase of a Product pursuant to this Tariff. 
 

2.58 “Transmission Provider” means any entity or entities transmitting or transporting 
the Product on behalf of Seller or Buyer to or from the Delivery Point in a particular Transaction. 

 
2.59 “Website” means the Website maintained by MEMA at 

http://www.memarketers.org or successor site. 
 

2.60 “Written Confirmation” has the meaning set forth in Section 3.2. 

ARTICLE THREE:  TRANSACTION TERMS AND CONDITIONS 

3.1 Confirmations.  A Transaction shall be entered into upon the agreement of the 
Parties by one or more of the following methods as evidenced in paragraph 1 of the 
Supplementary Agreement attached hereto as Exhibit B: 

i)   in writing in accordance with Section 3.2; 

ii)  orally in accordance with Section 3.3; or 

iii)  by electronic means of communication in accordance with Section 3.4 

 (a “Confirmation”). 
 
The Supplementary Agreement may contain additional terms relating to confirmation of a 
Transaction as may be agreed to by the Parties.  If the Parties do not enter into a Supplementary 
Agreement or if no method for entering transactions is selected in a Supplementary Agreement 
between the Parties, then the Transactions shall be entered into orally.  Each Party agrees not to 
contest, or assert any defense to, the validity or enforceability of the Transaction entered into in 
accordance with this Tariff (i) based on any law requiring agreements to be in writing or to be 
signed by the parties, or (ii) based on any lack of authority of the Party or any lack of authority o 
of any employee of the Party to enter into a Transaction. 

3.2 Written Confirmation.  When confirming a Transaction in writing, Seller shall 
forward to Buyer within three (3) Business Days after the Transaction is entered into a written 
confirmation substantially in the form of Exhibit A or other format as mutually agreed to by the 
Parties (“Written Confirmation”).  When evidencing a Transaction by way of Oral Confirmation 
or Electronic Confirmation, Seller may also confirm the Transaction by forwarding to Buyer 
within three (3) Business Days after the Transaction is entered into, a Written Confirmation.  If 
Buyer objects to any term(s) of such Written Confirmation, Buyer shall notify Seller in writing 
of such objections within two (2) Business Days of Buyer’s receipt thereof, failing which Buyer 

http://www.mapp.org/�
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shall be deemed to have accepted the terms as sent.  If Seller fails to send a Written Confirmation 
within three (3) Business Days after the Transaction is entered into, a Written Confirmation 
substantially in the form of Exhibit A, may be forwarded by Buyer to Seller.  If Seller objects to 
any term(s) of such Written Confirmation, Seller shall notify Buyer of such objections within 
two (2) Business Days of Seller’s receipt thereof, failing which Seller shall be deemed to have 
accepted the terms as sent.  If Seller and Buyer each send a Written Confirmation and neither 
Party objects to the other Party’s Written Confirmation within two (2) Business Days of receipt, 
Seller’s Written Confirmation shall be deemed to be accepted and shall be the controlling 
Confirmation, unless (i) Seller’s Written Confirmation was sent more than three (3) Business 
Days after the Transaction was entered into and (ii) Buyer’s Written Confirmation was sent prior 
to Seller’s Written Confirmation, in which case Buyer’s Written Confirmation shall be deemed 
to be accepted and shall be the controlling Confirmation.  Failure by either Party to send or either 
Party to return an executed Written Confirmation or any objection by either Party shall not 
invalidate the Transaction agreed to by the Parties. 

3.3 Oral Confirmation.  When confirming a Transaction orally, each Party consents to 
the creation of a tape or electronic recording (“Oral Confirmation”) of all telephone 
conversations between the Parties to a proposed Transaction under this Tariff, and that any such 
Oral Confirmation shall be retained in confidence, secured from improper access, and may be 
submitted in evidence in any proceeding or action relating to such proposed Transaction.  Each 
Party waives any further notice of such monitoring or recording, and agrees to notify its officers 
and employees of such monitoring or recording and to obtain any necessary consent of such 
officers and employees.  The Oral Confirmation, and the terms and conditions described therein, 
if admissible, shall be the controlling evidence for the Parties’ agreement with respect to a 
particular Transaction in the event a Written Confirmation or Electronic Confirmation is not 
fully executed (or deemed accepted) by both Parties.  Upon full execution (or deemed 
acceptance) of a Written Confirmation or Electronic Confirmation, such Written Confirmation or 
Electronic Confirmation shall control in the event of any conflict with the terms of an Oral 
Confirmation, or in the event of any conflict with the terms of this Tariff. 

3.4 Electronic Confirmation.  When confirming a Transaction by an electronic means 
of communication for which a written record can be retrieved and which is mutually agreed upon 
by the Parties as evidenced in a Supplementary Agreement (“Electronic Confirmation”), the 
record of Electronic confirmation shall be retained in electronic form in confidence secured from 
improper access, and may, if properly authenticated, be submitted in evidence in any proceeding 
or action relating to such proposed Transaction.  The Electronic Confirmation and the terms and 
conditions described therein, if admissible, shall be the controlling evidence of the Parties 
agreement with respect to a particular Transaction in the event a Written Confirmation is not 
fully executed (or deemed accepted) by both Parties.  Upon full execution (or deemed 
acceptance) of a Written Confirmation, such Written Confirmation shall control in the event of 
any conflict with the terms of an Electronic Confirmation, or in the event of such conflict with 
the terms of this Tariff.
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3.5 Governing Terms.  Unless otherwise specifically agreed, each Transaction 
between the Parties shall be governed by this Tariff.  This Tariff (including all exhibits, 
schedules and any written supplements hereto), any designated collateral, credit support or 
margin agreement or similar arrangement between the Parties and all Transactions (including any 
Confirmations accepted in accordance with Sections 3.2, 3.3 and 3.4) shall form a single 
integrated agreement between the Parties.  Any inconsistency between any terms of this Tariff 
and any terms of the Transaction shall be resolved in favor of the terms of such Transaction. 

3.6 Additional Confirmation Terms.  The Parties to a Transaction may mutually agree 
to terms which modify or supplement the general terms and conditions of this Tariff either 
through, Written Confirmation or  Supplementary Agreement. 
 

ARTICLE FOUR:  OBLIGATIONS AND DELIVERIES 
 

4.1 Seller’s and Buyer’s Obligations.  With respect to each Transaction, Seller shall 
sell and deliver, or cause to be delivered, and Buyer shall purchase and receive, or cause to be 
received, the Quantity of the Product at the Delivery Point, and Buyer shall pay Seller the 
Contract Price; provided, however, with respect to Options, the obligations set forth in the 
preceding sentence shall only arise if the Option Buyer exercises its Option in accordance with 
its terms.  Seller shall be responsible for any costs or charges imposed on or associated with the 
Product or its delivery of the Product up to the Delivery Point.  Buyer shall be responsible for 
any costs or charges imposed on or associated with the Product or its receipt at and from the 
Delivery Point. 
 

4.2 Transmission and Scheduling.  Seller shall arrange and be responsible for 
transmission service to the Delivery Point and shall Schedule or arrange for Scheduling services 
with its Transmission Providers, as specified by the Parties in the Transaction, or in the absence 
thereof, in accordance with the practice of the Transmission Providers, to deliver the Product to 
the Delivery Point.  Buyer shall arrange and be responsible for transmission service at and from 
the Delivery Point and shall Schedule or arrange for Scheduling services with its Transmission 
Providers to receive the Product at the Delivery Point. 
 

4.3 Force Majeure.  To the extent either Party is prevented by Force Majeure from 
carrying out, in whole or part, its obligations under the Transaction and such Party (the 
“Claiming Party”) gives notice and details of the Force Majeure to the other Party as soon as 
practicable, then, unless the terms of the Product specify otherwise, the Claiming Party shall be 
excused from the performance of its obligations with respect to such Transaction (other than the 
obligation to make payments then due or becoming due with respect to performance prior to the 
Force Majeure).  The Claiming Party shall remedy the Force Majeure with all reasonable 
dispatch.  The non-Claiming Party shall not be required to perform or resume performance of its 
obligations to the Claiming Party corresponding to the obligations of the Claiming Party excused 
by Force Majeure.
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ARTICLE FIVE:  REMEDIES FOR FAILURE TO DELIVER/RECEIVE 
 

5.1 Seller Failure.  If Seller fails to schedule and/or deliver all or part of the Product 
pursuant to a Transaction, and such failure is not excused under the terms of the Product or by 
Buyer’s failure to perform, then Seller shall pay Buyer, within five (5) Business Days of invoice 
receipt, an amount for such deficiency equal to the positive difference, if any, obtained by 
subtracting the Contract Price from the Replacement Price.  The invoice for such amount shall 
include a written statement explaining in reasonable detail the calculation of such amount. 
 

5.2 Buyer Failure.  If Buyer fails to schedule and/or receive all or part of the Product 
pursuant to a Transaction and such failure is not excused under the terms of the Product or by 
Seller’s failure to perform, then Buyer shall pay Seller, within five (5) Business Days of invoice 
receipt, an amount for such deficiency equal to the positive difference, if any, obtained by 
subtracting the Sales Price from the Contract Price.  The invoice for such amount shall include a 
written statement explaining in reasonable detail the calculation of such amount.   
 

ARTICLE SIX:  EVENTS OF DEFAULT; REMEDIES 
 

6.1 Events of Default.  An “Event of Default” shall mean, with respect to a Party (a 
“Defaulting Party”), the occurrence of any of the following: 

 
a. the failure to make, when due, any payment required pursuant to a Transaction 

if such failure is not remedied within three (3) Business Days after written 
notice; 

b. any representation or warranty made by such Party herein is false or 
misleading in any material respect when made or when deemed made or 
repeated; 

c. the failure to perform any material covenant or obligation set forth in a 
Transaction (except to the extent constituting a separate Event of Default, and 
except for such Party’s obligations to deliver or receive the Product, the 
exclusive remedy for which is provided in Article Five) if such failure is not 
remedied within three (3) Business Days after written notice; 

d. such Party becomes Bankrupt; 
e. the failure of such Party to satisfy the creditworthiness/collateral requirements 

agreed to with the other Party; 
f. such Party consolidates or amalgamates with, or merges with or into, or 

transfers all or substantially all of its assets to, another entity and, at the time 
of such consolidation, amalgamation, merger or transfer, the resulting, 
surviving or transferee entity fails to assume all the obligations of such Party 
under a Transaction to which it or its predecessor was a party by operation of 
law or pursuant to an agreement reasonably satisfactory to the other Party; 

g. with respect to such Party’s Guarantor, if any:
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(i) if any representation or warranty made by a Guarantor in connection with 
a Transaction is false or misleading in any material respect when made or 
when deemed made or repeated; 

(ii) the failure of a Guarantor to make any payment required or to perform any 
other material covenant or obligation in any guaranty made in connection 
with a Transaction and such failure shall not be remedied within three (3) 
Business Days after written notice; 

(iii) a Guarantor becomes Bankrupt; 
(iv) the failure of a Guarantor’s guaranty to be in full force and effect for 

purposes of a Transaction (other than in accordance with its terms) prior to 
the satisfaction of all obligations of such Party under each Transaction to 
which such guaranty shall relate without the written consent of the other 
Party; or 

(v) a Guarantor shall repudiate, disaffirm, disclaim, or reject, in whole or in 
part, or challenge the validity of any guaranty. 

 
6.2 Declaration of an Early Termination Date and Calculation of Settlement.  If an 

Event of Default with respect to a Defaulting Party shall have occurred and be continuing, the 
other Party (the “Non-Defaulting Party”) shall have the right (i) to designate a day, no earlier 
than the day such notice is effective and no later than 20 days after such notice is effective, as an 
early termination date (“Early Termination Date”) to accelerate all amounts owing between the 
Parties and to liquidate and terminate all, but not less than all, Transactions (each referred to as a 
“Terminated Transaction”) between the Parties, (ii) withhold any payments due to the Defaulting 
Party under each Transaction and (iii) suspend performance.  The Non-Defaulting Party shall 
calculate, in a commercially reasonable manner, a Settlement Amount for each such Terminated 
Transaction as of the Early Termination Date (or, to the extent that in the reasonable opinion of 
the Non-Defaulting Party certain of such Terminated Transactions are commercially 
impracticable to liquidate and terminate or may not be liquidated and terminated under 
applicable law on the Early Termination Date, as soon thereafter as is reasonably practicable). 
 

6.3 Net Out of Settlement Amounts.  The Non-Defaulting Party shall aggregate all 
Settlement Amounts into a single amount by:  netting out (a) all Settlement Amounts that are due 
to the Defaulting Party, plus, at the option of the Non-Defaulting Party, any cash or other form of 
security then available to the Non-Defaulting Party pursuant to Article Nine, plus any or all other 
amounts due to the Defaulting Party under this Tariff against (b) all Settlement Amounts that are 
due to the Non-Defaulting Party, plus any or all other amounts due to the Non-Defaulting Party 
under this Tariff, so that all such amounts shall be netted out to a single liquidated amount (the 
“Termination Payment”) payable by one Party to the other.  The Termination Payment shall be 
due to or due from the Non-Defaulting Party as appropriate. 
 

6.4 Notice of Payment of Termination Payment.  As soon as practicable after a 
liquidation, notice shall be given by the Non-Defaulting Party to the Defaulting Party of the 
amount of the Termination Payment and whether the Termination Payment is due to or due from 
the Non-Defaulting Party.  The notice shall include a written statement explaining in reasonable 
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detail the calculation of such amount.  The Termination Payment shall be made by the Party that 
owes it within two (2) Business Days after such notice is effective. 
 

6.5 Disputes With Respect to Termination Payment.  If the Defaulting Party disputes 
the Non-Defaulting Party’s calculation of the Termination Payment, in whole or in part, the 
Defaulting Party shall, within two (2) Business Days of receipt of Non-Defaulting Party’s 
calculation of the Termination Payment, provide to the Non-Defaulting Party a detailed written 
explanation of the basis for such dispute; provided, however, that if the Termination Payment is 
due from the Defaulting Party, the Defaulting Party shall first transfer Performance Assurance to 
the Non-Defaulting Party in an amount equal to the Termination Payment. 
 

6.6 Closeout Setoffs.  After calculation of a Termination Payment in accordance with 
Section 6.3, if the Defaulting Party would be owed the Termination Payment, the Non-
Defaulting Party shall be entitled, at its option and in its discretion, to (i) set off against such 
Termination Payment any amounts due and owing by the Defaulting Party to the Non-Defaulting 
Party under any other agreements, instruments or undertakings between the Defaulting Party and 
the Non-Defaulting Party and/or (ii) to the extent the Transactions are not yet liquidated in 
accordance with Section 6.2, withhold payment of the Termination Payment to the Defaulting 
Party.  The remedy provided for in this Section shall be without prejudice and in addition to any 
right of setoff, combination of accounts, lien or other right to which any Party is at any time 
otherwise entitled (whether by operation of law, contract or otherwise). 
 

6.7 Suspension of Performance.  Notwithstanding any other provision of this Tariff, if 
(a) an Event of Default or (b) a Potential Event of Default shall have occurred and be continuing, 
the Non-Defaulting Party, upon written notice to the Defaulting Party, shall have the right (i) to 
suspend performance under any or all Transactions; provided, however, in no event shall any 
such suspension continue for longer than ten (10) NERC Business Days with respect to any 
single Transaction unless an Early Termination Date shall have been declared and notice thereof 
pursuant to Section 6.2 given, and (ii) to the extent an Event of Default shall have occurred and 
be continuing to exercise any remedy available at law or in equity. 
 

ARTICLE SEVEN:  PAYMENT AND NETTING 
 

7.1 Billing Period.  Unless otherwise specifically agreed upon by the Parties in a 
Transaction, the calendar month shall be the standard period for all payments under this Tariff 
(other than Termination Payments, payments pursuant to Section 5.1 or 5.2, and Option premium 
payments pursuant to Section 7.7).  As soon as practicable after the end of each month, each 
Party shall render to the other Party an invoice for the payment obligations, if any, incurred 
hereunder during the preceding month. 
 

7.2 Timeliness of Payment.  Unless otherwise agreed by the Parties in a Transaction, 
all invoices under this Tariff shall be due and payable in accordance with each Party’s invoice 
instructions on or before the later of the twentieth (20th) day of each month, or tenth (10th) day 
after receipt of the invoice or, if such day is not a Business Day, then on the next Business Day.  
Each Party shall make payments by electronic funds transfer, or by other mutually agreeable 
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method(s), to the account designated by the other Party.  Any amounts not paid by the due date 
shall be deemed delinquent and shall accrue interest at the Interest Rate, such interest to be 
calculated from and including the due date to but excluding the date the delinquent amount is 
paid in full. 
 

7.3 Disputes and Adjustments of Invoices.  A Party may, in good faith, dispute the 
correctness of any invoice or any adjustment to an invoice, rendered under this Tariff or adjust 
any invoice for any arithmetic or computational error within twelve (12) months of the date the 
invoice, or adjustment to an invoice, was rendered.  In the event an invoice or portion thereof, or 
any other claim or adjustment arising hereunder, is disputed, payment of the undisputed portion 
of the invoice shall be required to be made when due, with notice of the objection given to the 
other Party.  Any invoice dispute or invoice adjustment shall be in writing and shall state the 
basis for the dispute or adjustment.  Payment of the disputed amount shall not be required until 
the dispute is resolved.  Upon resolution of the dispute, any required payment shall be made 
within two (2) Business Days of such resolution along with interest accrued at the Interest Rate 
from and including the due date to but excluding the date paid.  Inadvertent overpayments shall 
be returned upon request or deducted by the Party receiving such overpayment from subsequent 
payments, with interest accrued at the Interest Rate from and including the date of such 
overpayment to but excluding the date repaid or deducted by the Party receiving such 
overpayment.  Any dispute with respect to an invoice is waived unless the other Party is notified 
in accordance with this Section 7.3 within twelve (12) months after the invoice is rendered or 
any specific adjustment to the invoice is made.  If an invoice is not rendered within twelve (12) 
months after the close of the month during which performance of a Transaction occurred, the 
right to payment for such performance is waived. 
 
 7.4 Netting of Payments.  The Parties agree that they shall discharge mutual debts and 
payment obligations due and owing to each other on the same date pursuant to all Transactions 
through netting, in which case all amounts owed by each Party to the other Party for the purchase 
and sale of Products during the monthly billing period under this Tariff, including any related 
damages calculated pursuant to Article Five, interest, and payments or credits, shall be netted so 
that only the excess amount remaining due shall be paid by the Party who owes it.  
Notwithstanding the previous sentence, netting shall not apply to option premiums which shall 
be settled in accordance with Section 7.7. 
 
 7.5 Payment Obligation Absent Netting.  If Parties agree not to do netting of payment 
pursuant to Section 7.4 or only one Party owes a debt or obligation to the other during the 
monthly billing period, including, but not limited to, any related damage amounts calculated 
pursuant to Article Five, interest, and payments or credits, that Party shall pay such sum in full 
when due. 
 
 7.6 Security.  Unless the Party benefiting from Performance Assurance or a guaranty 
notifies the other Party in writing, and except in connection with a liquidation and termination in 
accordance with Article Six, all amounts netted pursuant to this Article Seven shall not take into 
account or include any Performance Assurance or guaranty which may be in effect to secure a 
Party’s performance under this Tariff.
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 7.7 Payment for Options.  The premium amount for the purchase of an Option shall 
be paid within two (2) Business Days of receipt of an invoice from the Option Seller.  Upon 
exercise of an Option, payment for the Product underlying such Option shall be due in 
accordance with Section 7.1. 
 
 7.8 Transaction Netting.  If the Parties enter into one or more Transactions, which in 
conjunction with one or more other outstanding Transactions, constitute Offsetting Transactions, 
then all such Offsetting Transactions may by agreement of the Parties, be netted into a single 
Transaction under which: 
 

a. the Party obligated to deliver the greater amount of Energy shall deliver the 
difference between the total amount it is obligated to deliver and the total 
amount to be delivered to it under the Offsetting Transactions, and 

b. the Party owing the greater aggregate payment shall pay the net difference 
owed between the Parties. 

 
Each single Transaction resulting under this Section shall be deemed part of the single, 
indivisible contractual arrangement between the parties, and once such resulting Transaction 
occurs, outstanding obligations under the Offsetting Transactions which are satisfied by such 
offset shall terminate. 
 

ARTICLE EIGHT:  LIMITATIONS 
 
EXCEPT AS SET FORTH HEREIN, THERE IS NO WARRANTY OF MERCHANTABILITY 
OR FITNESS FOR A PARTICULAR PURPOSE, AND ANY AND ALL IMPLIED 
WARRANTIES ARE DISCLAIMED.  THE PARTIES CONFIRM THAT THE EXPRESS 
REMEDIES AND MEASURES OF DAMAGES PROVIDED IN THIS TARIFF SATISFY 
THE ESSENTIAL PURPOSES HEREOF.  FOR BREACH OF ANY PROVISION FOR 
WHICH AN EXPRESS REMEDY OR MEASURE OF DAMAGES IS PROVIDED, SUCH 
EXPRESS REMEDY OR MEASURE OF DAMAGES SHALL BE THE SOLE AND 
EXCLUSIVE REMEDY, THE OBLIGOR’S LIABILITY SHALL BE LIMITED AS SET 
FORTH IN SUCH PROVISION AND ALL OTHER REMEDIES OR DAMAGES AT LAW 
OR IN EQUITY ARE WAIVED.  IF NO REMEDY OR MEASURE OF DAMAGES IS 
EXPRESSLY PROVIDED IN THIS TARIFF OR IN A TRANSACTION, THE OBLIGOR’S 
LIABILITY SHALL BE LIMITED TO DIRECT ACTUAL DAMAGES ONLY, SUCH 
DIRECT ACTUAL DAMAGES SHALL BE THE SOLE AND EXCLUSIVE REMEDY AND 
ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED.   
UNLESS EXPRESSLY HEREIN PROVIDED, NEITHER PARTY SHALL BE LIABLE FOR 
CONSEQUENTIAL, INCIDENTAL, PUNITIVE, EXEMPLARY OR INDIRECT DAMAGES, 
LOST PROFITS OR OTHER BUSINESS INTERRUPTION DAMAGES, BY STATUTE, IN 
TORT OR CONTRACT, UNDER ANY INDEMNITY PROVISION OR OTHERWISE.  IT IS 
THE INTENT OF THE PARTIES THAT THE LIMITATIONS HEREIN IMPOSED ON 
REMEDIES AND THE MEASURE OF DAMAGES BE WITHOUT REGARD TO THE 
CAUSE OR CAUSES RELATED THERETO, INCLUDING THE NEGLIGENCE OF ANY 
PARTY, WHETHER SUCH NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR 
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ACTIVE OR PASSIVE.  TO THE EXTENT ANY DAMAGES REQUIRED TO BE PAID 
HEREUNDER ARE LIQUIDATED, THE PARTIES ACKNOWLEDGE THAT THE 
DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE, OR OTHERWISE 
OBTAINING AN ADEQUATE REMEDY IS INCONVENIENT AND THE DAMAGES 
CALCULATED HEREUNDER CONSTITUTE A REASONABLE APPROXIMATION OF 
THE HARM OR LOSS. 
 

ARTICLE NINE:  CREDIT AND COLLATERAL REQUIREMENTS 
 

9.1 The applicable credit and collateral requirements shall be as agreed to by the 
Parties to a Transaction as evidenced in the Supplementary Agreement attached hereto as Exhibit 
B.  The Parties may elect to choose one of the following options as listed below.  If the Parties do 
not enter into a Supplementary Agreement or if no option is selected in the Supplementary 
Agreement between the Parties, Option 1 shall apply exclusively. 
 

9.2 Credit Assurances. 
 
Option 1 - Standard Credit Assurance   
 If a Party has reasonable grounds to believe that the other Party’s creditworthiness or 
performance under a Transaction has become unsatisfactory, such requesting Party will provide 
the other Party with written notice requesting Performance Assurance in an amount determined 
by the requesting Party in a commercially reasonable manner.  Upon receipt of such notice the 
Party shall have three (3) Business Days to remedy the situation by providing such Performance 
Assurance to the requesting Party.  In the event that a Party receives a request for a Performance 
Assurance but fails to provide such Performance Assurance, or a guaranty or other credit 
assurance acceptable to the requesting Party within three (3) Business Days of receipt of notice, 
then an Event of Default under Article Six will be deemed to have occurred and the Party 
requesting such Performance Assurance will be entitled to the remedies set forth in Article Six of 
this Tariff. 
 
Option 2 - Enhanced Credit Assurance 
 Should a Party’s creditworthiness or performance become unsatisfactory to the other 
Party in such other Party’s reasonably exercised discretion with regard to any Transaction 
(including any Confirmation) pursuant to this Tariff, the dissatisfied Party (the “First Party”) 
may require the other Party (the “Second Party”) to provide Performance Assurance in an 
amount determined by the First Party in a commercially reasonable manner.  Events which may 
trigger the First Party questioning the Second Party’s creditworthiness or performance include, 
but are not limited to, the following: 

(1)  The First Party has knowledge that the Second Party (or its Guarantor, if 
applicable) is failing to perform or defaulting under other material contracts. 
(2)  The Second Party has exceeded any credit or trading limit set out in any 
Confirmation or other agreement between the Parties. 
(3)   The Second Party’s (or its Guarantor’s, if applicable) Credit Rating falls 
below BBB- from S&P or Baa3 from Moody’s (based on the lower of the S&P or 
Moody’s Credit Rating).
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(4) Other material adverse changes in the Second Party’s (or its Guarantor, if 
applicable) financial condition occur. 
(5) Substantial changes in market prices which materially and adversely impact 
the Second Party’s ability to perform under this Tariff or any Confirmation occur. 

  
If the Second Party fails to provide Performance Assurance, or a guaranty or other credit 

assurance acceptable to the First Party within three (3) Business Days of receipt of notice, then 
an Event of Default under Article Six of the Tariff shall be deemed to have occurred and the First 
Party will be entitled to the remedies set forth in Article Six of this Tariff.  Nothing contained in 
the Article Nine shall affect any credit agreement or arrangement, if any, between the Parties. 
 
Option 3 - Downgrade Event 
 If at any time there shall occur a Downgrade Event with respect to either Party, then the 
non-affected Party (the “First Party”) may require the affected Party (the “Second Party”) to 
provide Performance Assurance in an amount determined by the First Party in a commercially 
reasonable manner.  In the event the Second Party shall fail to provide such Performance 
Assurance or guaranty or other credit assurance acceptable to the First Party within three (3) 
Business Days of receipt of notice, than an Event of Default shall be deemed to have occurred 
and the First Party will be entitled to exercise any of the remedies set forth in Article Six of the 
Tariff. 
 
 The Parties shall specify within a Supplementary Agreement the meaning of a 
Downgrade Event with respect to each Party. 

  
Option 4 - Mutually Agreed to Credit Assurance 
 As mutually agreed in writing by both Parties and referenced in the Supplementary 
Agreement. 
 

9.3 Grant of Security Interest/Remedies.  To secure its obligations under this 
Agreement and to the extent either or both Parties deliver Performance Assurance hereunder, 
unless prohibited by applicable law, each Party (a “Pledgor”) hereby grants to the other Party 
(the “Secured Party”) a present and continuing security interest in, and lien on (and right of 
setoff against), and assignment of, all cash collateral and cash equivalent collateral and any and 
all proceeds resulting therefrom or the liquidation thereof, whether now or hereafter held by, on 
behalf of, or for the benefit of, such Secured Party, and each Party agrees to take such action as 
the other Party reasonably requires in order to perfect the Secured Party’s first-priority security 
interest in, and lien on (and right of setoff against), such collateral and any and all proceeds 
resulting therefrom or from the liquidation thereof.  Upon or any time after the occurrence or 
deemed occurrence and during the continuation of an Event of Default or an Early Termination 
Date, the Non-Defaulting Party may do any one or more of the following:  (i) exercise any of the 
rights and remedies of a secured party with respect to all Performance Assurance, including any 
such rights and remedies under law then in effect; (ii) exercise its rights of setoff against any and 
all property of the Defaulting Party in the possession of the Non-Defaulting Party or its agent; 
(iii) draw on any outstanding Letter of Credit issued for its benefit; and (iv) liquidate all 
Performance Assurance then held by or for the benefit of the Secured Party free from any claim 
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or right of any nature whatsoever of the Defaulting Party, including any equity or right of 
purchase or redemption by the Defaulting Party.  The Secured Party shall apply the proceeds of 
the collateral realized upon the exercise of any such rights or remedies to reduce the Pledgor’s 
obligations under the Agreement (the Pledgor remaining liable for any amounts owing to the 
Secured Party after such application), subject to the Secured Party’s obligation to return any 
surplus proceeds remaining after such obligations are satisfied in full. 
 

ARTICLE TEN:  GOVERNMENTAL CHARGES 
 

10.1 Cooperation.  Each Party to a Transaction shall use reasonable efforts to 
implement the provisions of and to administer this Tariff in accordance with the intent of the 
Parties to minimize all taxes, so long as neither Party is materially adversely affected by such 
efforts. 
 

10.2 Governmental Charges.  Seller shall pay or cause to be paid all taxes imposed by 
any government authority (“Governmental Charges”) on or with respect to the Product or a 
Transaction arising prior to the Delivery Point.  Buyer shall pay or cause to be paid all 
Governmental Charges on or with respect to the Product or a Transaction at and from the 
Delivery Point (other than ad valorem, franchise or income taxes which are related to the sale of 
the Product and are, therefore, the responsibility of the Seller).  In the event Seller is required by 
law or regulation to remit or pay Governmental Charges which are Buyer’s responsibility 
hereunder, Buyer shall promptly reimburse Seller for such Governmental Charges.  If Buyer is 
required by law or regulation to remit or pay Governmental Charges which are Seller’s 
responsibility hereunder, Buyer may deduct the amount of any such Governmental Charges from 
the sums due to Seller under Article Seven of this Agreement.  Nothing shall obligate or cause a 
Party to pay or be liable to pay any Governmental Charges for which it is exempt under the law. 
 

ARTICLE ELEVEN:  MISCELLANEOUS 
 

11.1 Term of Tariff.  This Tariff shall be effective as of the effective date accepted by 
the FERC.  This Tariff shall remain in effect until terminated by MEMA or successor 
organization upon sixty (60) days prior written notice; provided, however, no such termination 
notice shall be effective as to any ongoing Transaction hereunder until the Parties have fulfilled 
all Tariff obligations with respect to Transactions agreed to prior to the date of termination and 
until regulatory approval, if required, is granted to terminate this Tariff. 
 

11.2 Representations and Warranties.  On the date of entering into each Transaction, 
each Party represents and warrants to the other Party that: 
 

(i) it is duly organized, validly existing and in good standing under the laws of 
the jurisdiction of its formation; 

(ii) it has all regulatory authorizations necessary for it to legally perform its 
obligations under this Tariff and each Transaction (including any 
Confirmation accepted in accordance with Article Three);
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(iii) the execution, delivery and performance of this Tariff and each Transaction 
(including any Confirmation accepted in accordance with Article Three) are 
within its powers, have been duly authorized by all necessary action and do 
not violate any of the terms and conditions in its governing documents, any 
contracts to which it is a party or any law, rule, regulation, order or the like 
applicable to it; 

(iv) this Tariff, each Transaction (including any Confirmation), and each other 
document executed and delivered in accordance with this Tariff (including but 
not limited to the Supplementary Agreement) constitutes its legally valid and 
binding obligation enforceable against it in accordance with its terms; subject 
to any Equitable Defenses. 

(v) it is not Bankrupt and there are no proceedings pending or being contemplated 
by it or, to its knowledge, threatened against it which would result in it being 
or becoming Bankrupt; 

(vi) there is not pending or, to its knowledge, threatened against it or any of its 
Affiliates any legal proceedings that could materially adversely affect its 
ability to perform its obligations under this Tariff and each Transaction 
(including any Confirmation); 

(vii) no Event of Default or Potential Event of Default with respect to it has 
occurred and is continuing and no such event or circumstance would occur as 
a result of its entering into or performing its obligations under this Tariff and 
each Transaction (including any Confirmation); 

(viii) it is acting for its own account, has made its own independent decision to 
enter into each Transaction (including any Confirmation) and as to whether 
this Tariff and each such Transaction (including any Confirmation) is 
appropriate or proper for it based upon its own judgment, is not relying upon 
the advice or recommendations of another Party in so doing, and is capable of 
assessing the merits of and understanding, and understands and accepts, the 
terms, conditions and risks of this Tariff and each Transaction (including any 
Confirmation); 

(ix) it is a “forward contract merchant” within the meaning of the United States 
Bankruptcy Code; 

(x) it has entered into each Transaction (including any Confirmation) in 
connection with the conduct of its business and it has the capacity or ability to 
make or take delivery of all Products referred to in the Transaction to which it 
is a Party; 

(xi) with respect to each Transaction (including any Confirmation) involving the 
purchase or sale of a Product or an Option, it is a producer, processor, 
commercial user or merchant handling the Product, and it is entering into such 
Transaction for purposes related to its business as such; and 

(xii) the material economic terms of each Transaction are subject to individual 
negotiation by the Parties. 

 
11.3 Title and Risk of Loss.  Title to and risk of loss related to the Product shall 

transfer from Seller to Buyer at the Delivery Point.  Seller warrants that it shall deliver to Buyer 
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the Quantity of the Product free and clear of all liens, security interests, claims and 
encumbrances or any interest therein or thereto by any person arising prior to the Delivery Point. 
 

11.4 Indemnity.  Each Party shall indemnify, defend and hold harmless the other Party 
from and against any Claims arising from or out of any event, circumstance, act or incident first 
occurring or existing during the period when control and title to Product is vested in such Party 
as provided in Section 11.3.  Each Party shall indemnify, defend and hold harmless the other 
Party against any Governmental Charges for which such Party is responsible under Article Ten. 
 

11.5 Assignment.  No Party shall assign a Transaction or any of its rights under a 
Transaction without the prior written consent of the other Party, which consent may not 
unreasonably be withheld; provided, however, either Party may, without the consent of the other 
Party (and without relieving itself from liability hereunder), (i) transfer, sell, pledge, encumber or 
assign a Transaction or the accounts, revenues or proceeds hereof in connection with any 
financing or other financial arrangements, (ii) transfer or assign a Transaction to an Affiliate of 
such Party which affiliate’s creditworthiness is equal to or higher than that of such Party, or (iii) 
transfer or assign a Transaction to any person or entity succeeding to all or substantially all of the 
assets whose creditworthiness is equal to or higher than that of such Party; provided, however, 
that in each such case, any such assignee shall agree in writing to be bound by the terms and 
conditions hereof and so long as the transferring Party delivers such tax and enforceability 
assurance as the non-transferring Party may reasonably request. 
 

11.6 Governing Law.  THIS TARIFF AND THE RIGHTS AND DUTIES OF 
PARTIES TO A TRANSACTION, TO THE EXTENT PERMITTED BY LAW, SHALL BE 
GOVERNED BY AND CONSTRUED, ENFORCED AND PERFORMED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEW YORK, WITH THE EXCEPTION OF UNITED 
STATES FEDERAL LAW OR CANADIAN LAWS WITH RESPECT TO THE SALE OF 
ELECTRICAL CAPACITY OR ENERGY IN CANADA.  EACH PARTY WAIVES ITS 
RESPECTIVE RIGHT TO ANY JURY TRIAL WITH RESPECT TO ANY LITIGATION 
ARISING UNDER OR IN CONNECTION WITH THIS TARIFF. 
 

11.7 Notices.  All notices, requests, statements or payments shall be made as specified 
in the Supplementary Agreement or if the Parties do not enter into a Supplementary Agreement 
then as specified in a Transaction (including any Confirmation)..  Notices (other than scheduling 
requests) shall, unless otherwise specified herein, be in writing and may be delivered by hand 
delivery, mail, overnight courier service or facsimile.  Notice by facsimile or hand delivery shall 
be effective at the close of business on the day actually received, if received during business 
hours on a Business Day, and otherwise shall be effective at the close of business on the next 
Business Day.  Notice by overnight mail or courier shall be effective on the next Business Day 
after it was sent.  A Party may change its addresses by providing notice of same in accordance 
herewith.  Notwithstanding the foregoing, a Party is entitled to rely on the other Party’s invoice 
regarding payment instructions. 
 

11.8 General.  This Tariff (including the exhibits, schedules, the Supplementary 
Agreement and any written supplements hereto), any designated collateral, credit support or 
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margin agreement or similar arrangement between the Parties and all Transactions (including any 
Confirmation) constitute the entire agreement between the Parties relating to the subject matter.  
Notwithstanding the foregoing, any collateral, credit support or margin agreement or similar 
arrangement between the Parties shall, upon designation by the Parties, be deemed part of a 
Transaction and shall be incorporated therein by reference.  Each Party to a Transaction agrees if 
it seeks to amend any applicable wholesale power sales tariff during the term of a Transaction, 
such amendment shall not in any way affect such Transaction under this Tariff without the prior 
written consent of the other Party.  Each Party to a Transaction further agrees that it will not 
assert, or defend itself, on the basis that any applicable tariff is inconsistent with this Tariff.  
Waiver by a Party of any default by the other Party shall not be construed as a waiver of any 
other default.  Any provision declared or rendered unlawful by any applicable court of law or 
regulatory agency or deemed unlawful because of a statutory change (individually or 
collectively, such events referred to as “Regulatory Event”) shall not otherwise affect the 
remaining lawful obligations that arise under this Tariff; and provided, further, that if a 
Regulatory Event occurs, the Parties shall use their best efforts to reform their Transaction in 
order to give effect to the original intention of the Parties.  The term “including” when used in 
this Agreement shall be by way of example only and shall not be considered in any way to be in 
limitation.  The headings used herein are for convenience and reference purposes only.  All 
indemnity and audit rights shall survive the termination of the applicable Transaction for twelve 
(12) months. 
 

11.9 Audit.  Each Party has the right, at its sole expense and during normal working 
hours, to examine the records of the other Party to the extent reasonably necessary to verify the 
accuracy of any statement, charge or computation made pursuant to this Tariff.  If requested, a 
Party shall provide to the other Party statements evidencing the Quantity delivered at the 
Delivery Point.  If any such examination reveals any inaccuracy in any statement, the necessary 
adjustments in such statement and the payments thereof shall be made promptly and shall bear 
interest calculated at the Interest Rate from the date the overpayment or underpayment was made 
until paid; provided, however, that no adjustment for any statement or payment shall be made 
unless objection to the accuracy thereof was made prior to the lapse of twelve (12) months from 
the rendition thereof, and thereafter any objection shall be deemed waived. 
 

11.10 Forward Contract.  The Parties acknowledge and agree that all Transactions 
constitute “forward contracts” within the meaning of the United States Bankruptcy Code. 
 

11.11 Confidentiality.  The Parties agree that neither Party shall disclose the terms or 
conditions of the Transaction(s) to a third party (other than the Party’s or its Affiliate’s 
employees, lenders, counsel, accountants or advisors who have a need to know such information 
and have agreed to keep such terms confidential) except in order to comply with any applicable 
law, regulation, or any exchange, control area, regional reliability council, or independent system 
operator rule, or in connection with any court or regulatory proceeding; provided, however, each 
Party shall, to the extent practicable, use reasonable efforts to prevent or limit the disclosure.  
The Parties shall be entitled to all remedies available at law or in equity to enforce, or seek relief 
in connection with, this confidentiality obligation.
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11.12 Resolution of Disputes.  Prior to the initiation of arbitration, any controversy, 
dispute or claim between the Parties involving or arising under this Tariff first shall be referred 
for resolution to a senior representative of each Party.  A Party claiming that a dispute has arisen 
must give written notice within a reasonable period of time to the other Party describing the 
dispute and designating the Party’s senior representative.  Upon receipt of a notice describing the 
dispute, the other Party shall promptly designate its senior representative to the notifying Party.  
The senior representatives so designated shall attempt to resolve the dispute on an informal basis 
as promptly as practicable.  If the dispute has not been resolved within thirty (30) days after the 
notifying Party's notice was received by the other Party, or within such other period as the Parties 
may jointly agree, the Parties shall submit the dispute to arbitration in accordance with the 
arbitration procedure set forth in Section 11.13. 
 

11.13 Arbitration.  Any controversy, dispute or claim involving or arising under this 
Tariff which cannot be resolved pursuant to Section 11.12 shall be submitted to binding 
arbitration by one arbitrator qualified by education, experience or training to render a decision 
upon the issues in dispute and who has not previously been employed by either Party, and does 
not have a direct or indirect interest in either Party or the subject matter of the arbitration.  Such 
arbitrator shall either be mutually agreed upon by the Parties within thirty (30) days after written 
notice from either Party requesting arbitration, or failing agreement, the arbitration shall be 
conducted by a panel of three arbitrators having the qualifications set forth in the preceding 
sentence, one to be selected by each Party and the third arbitrator to be selected by the two 
arbitrators selected by the Parties.  If either Party fails to notify the other Party of the arbitrator 
selected by it within ten (10) days after receiving notice of the other Party's arbitrator, or if the 
two arbitrators selected fail to select a third arbitrator within ten (10) days after notice is given of 
the selection of the second arbitrator, then such arbitrator shall be selected under the expedited 
rules of the American Arbitration Association (the "AAA").  The Parties shall divide equally the 
cost of the hearing, and each Party shall be responsible for its own expenses and those of its 
counsel or other representative.  The commercial arbitration rules of the AAA shall apply to the 
extent not inconsistent with the rules specified above.  Unless otherwise agreed to by the Parties, 
all arbitrations shall be held in St. Paul, Minnesota. 
 

11.14 Laws of the United States.  This Tariff shall not make any laws or regulations 
governing employment or production of goods and services enacted by the Congress of the 
United States or by any other legislative or governmental body in the United States or any state 
thereof applicable to any power or other service provided or used in Canada.  This Tariff shall 
not confer or extend the authority or jurisdiction of FERC or any regulatory agency over matters 
pertaining to the generation, sale, purchase or transmission of electric energy in Canada. 
 

11.15 Compliance with Applicable Laws.  This Tariff shall be binding on all Parties to 
the maximum extent permitted by United States federal and state law or regulation, and 
Canadian federal and/or provincial government law or regulation, but notwithstanding any other 
provision of this Tariff, no Party shall be required to take any action or do any other thing with 
respect to rates, charges, terms or conditions of service, the resolution of disputes under this 
Tariff, or any other matter, that (a) it is not permitted by law to undertake or that is prohibited in 
whole or in part by any law or regulation applicable to such a Party, or (b) would require such a 
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Party to violate a provision of such law or regulation in order to comply with this Tariff.  Each 
Party shall seek such approvals, grant such waivers, and take such other actions as may be 
necessary to comply with this Tariff, to the maximum extent permitted by United States federal 
or state law or regulation, or Canadian federal or provincial law or regulation. 
 

11.16 Effect of Canadian Laws.  The sale, purchase and transmission of electricity in 
Canada and the rates, charges, terms and conditions of service therefore are subject in all 
respects to Canadian Laws.  This includes but is not limited to: 
 

(i) The final authority of the Government of Canada in all matters relating to the 
export of electric power; and 

(ii) The final authority of the government of a Canadian province in all matters 
relating to the installation or construction of facilities. 

 
11.17 Imaged Documents. Any original executed document relating to this Agreement 

may be scanned and stored on computer tapes and disks (the “Imaged Document”). The Imaged 
Document if introduced as evidence in its original form and as transcribed onto paper, and all 
computer records of the foregoing, if introduced as evidence in printed format, in any judicial, 
arbitration, mediation or administrative proceedings, will be admissible as between the Parties to 
the same extent and under the same conditions as other business records originated and 
maintained in documentary form. Neither Party shall object to the admissibility of the Imaged 
Document on the basis that such were not originated or maintained in documentary form under 
either the hearsay rule, the best evidence rule or other rule of evidence.
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SCHEDULE M 
 
(THIS SCHEDULE IS INCLUDED IF A PARTY IS A FEDERAL POWER MARKETING 
AGENCY) 
 

A. If either Party is a Federal Power Marketing Agency, the Parties agree that the 
following provisions apply to this Tariff and any Transaction conducted under this Tariff: 
 

1. Participation by the United States.  The participation by the United States 
through a Federal Power Marketing Agency in this Tariff is subject in all 
respects to acts of Congress and to regulations of the Secretary of Energy 
established thereunder, and to rate schedules promulgated by the Secretary of 
Energy or delegate.  This reservation includes, but is not limited to, the 
statutory limitations upon the authority of the Secretary of Energy to submit 
disputes arising under this Tariff to arbitration.  In the event of a conflict 
between this Schedule M and any other provision in this Tariff, this Schedule 
M shall have precedence with respect to the application of this Tariff to the 
United States. 

 
2. Contingent Upon Appropriations.  Where activities provided for in this Tariff 

extend beyond the current fiscal year of a Federal Power Marketing Agency, 
continued expenditures by the United States are contingent upon Congress 
making the necessary appropriations required for the continued performance 
of the obligations of the United States under this Tariff.  In case such 
appropriation is not made, a Party to a Transaction with a Federal Power 
Marketing Agency hereby releases the United States from its contractual 
obligations under this Tariff and from all liability due to the failure of 
Congress to make such appropriation. 

 
3. Officials Not To Benefit.  No member of or delegate to Congress or Resident 

Commissioner shall be admitted to any share or part of this Tariff or to any 
benefit that may have arisen from this Tariff, but this restriction shall not be 
construed to extend to this Tariff if made with a corporation or company for 
its general benefit. 

 
4. Covenant Against Contingent Fees.  A Party to a Transaction with a Federal 

Power Marketing Agency warrants that no person or selling agency has been 
employed or retained to solicit or secure participation by a Federal Power 
Marketing Agency in this Tariff upon an agreement or understanding for a 
commission, percentage, brokerage or contingent fee, excepting bona fide 
employees or bona fide established commercial or selling agencies maintained 
by the Party for the purpose of securing business.  For breach or violation of 
this warranty, the Party that is a Federal Power Marketing Agency shall have 
the right to annul its participation in this Tariff without liability or, in its 
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discretion, to deduct from the contract price or consideration the full amount of 
such commission, percentage, brokerage, or contingent fee. 
 
5. Contractor Agreement.  For the purpose of this Schedule M the term “Tariff” 

shall mean this Tariff and the term “Contractor” shall mean a Party having a 
Transaction with a Federal Power Marketing Agency.  During the 
performance of a Transaction under this Tariff, the Contractor agrees to the 
following provisions.  In addition, the Contractor shall include the following 
provisions in every subcontract or purchase order involving the Federal Power 
Marketing Agency unless exempted by rules, regulations or order of the 
Secretary of Labor. 

 
6. Equal Opportunity Employment Practices.  Section 202 of Executive Order 

No. 11246, 30 Fed. Reg. 12319 (1965), as amended by Executive Order No. 
12086, 43 Fed. Reg. 46501 (1978), which provides, among other things, that 
the Contractor shall not discriminate against any employee or applicant for 
employment because of race, color, religion, sex, or national origin, is 
incorporated by reference in the Tariff. 

 
7. Contract Work Hours and Safety Standards.  The Tariff, to the extent that it is 

of a character specified in Section 103 of the Contract Work Hours and Safety 
Standards Act, 40 U.S.C. § 329 (1986) (the “Act”), is subject to the provisions 
of the Act, 40 U.S.C. §§ 327-333 (1986), and to regulations promulgated by 
the Secretary of Labor pursuant to the Act. 

 
8. Use of Convict Labor.  The Contractor agrees not to employ any person 

undergoing sentence of imprisonment in performing the Tariff except as 
provided by 18 U.S.C. § 4082(c)(2) (1986) and Executive Order 11755, 39 
Fed. Reg. 779 (1973).
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SCHEDULE P:  PRODUCTS AND RELATED DEFINITIONS 
 

“Ancillary Services” means any of the services identified by a Transmission Provider in 
its transmission tariff as “ancillary services” including, but not limited to, regulation and 
frequency response, energy imbalance, operating reserve-spinning and operating reserve-
supplemental, as may be specified in the Transaction. 
 

“Capacity” has the meaning specified in the Transaction. 
 

“Energy” means three-phase, 60-cycle alternating current electric energy, expressed in 
megawatt hours. 

 
“Environmental Attributes” means an aspect, claim, characteristic or benefit associated 

with the generation of a quantity of Energy by an electricity generation facility that is capable of 
being measured, verified or calculated, including any and all credits, benefits, emissions 
reductions, offsets and allowances, howsoever entitled, attributable to the generation of such 
quantity of Energy by an electricity generation facility and its displacement of conventional, non-
renewable electricity generation together with the right(s) to report ownership of such attributes 
to any agency, authority, or third party.  Environmental Attributes shall not include (i) any 
Energy, Capacity, reliability or other power attributes from the electricity generation facility; (ii) 
production tax credits associated with the construction or operation of the electricity generation 
facility and other financial incentives in the form of credits, reductions or allowances associated 
with the electricity generation facility that are applicable to a state, provincial or federal income 
taxation obligation; (iii) fuel-related subsidies, “tipping fees”, or other local subsidies received 
by the electricity generation facility for the destruction of particular preexisting pollutants or the 
promotion of local environmental benefits; or (iv) emission reduction credits encumbered or used 
by the electricity generation facility for compliance with local, state, provincial or federal 
operating and/or air quality permits. 

 
“Firm (LD)” means, with respect to a Transaction, that either Party shall be relieved of its 

obligations to sell and deliver or purchase and receive without liability only to the extent that, 
and for the period during which, such performance is prevented by Force Majeure.  In the 
absence of Force Majeure, the Party to which performance is owed shall be entitled to receive 
from the Party which failed to deliver/receive an amount determined pursuant to Article Five. 
 

“Firm Transmission Contingent - Contract Path” means, with respect to a Transaction, 
that the performance of either Seller or Buyer (as specified in the Transaction) shall be excused, 
and no damages shall be payable including any amounts determined pursuant to Article Five, if 
the transmission for such Transaction is interrupted or curtailed and (i) such Party has provided 
for firm transmission with the Transmission Provider(s) for the Product in the case of the Seller 
from the generation source to the Delivery Point or in the case of the Buyer from the Delivery 
Point to the ultimate sink, and (ii) such interruption or curtailment is due to “force majeure” or 
“uncontrollable force” or a similar term as defined under the applicable Transmission Provider’s 
tariff.  This contingency shall excuse performance for the duration of the interruption or 
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curtailment notwithstanding the provisions of the definition of “Force Majeure” in Section 2.22 
to the contrary. 
 

“Firm Transmission Contingent - Delivery Point” means, with respect to a Transaction, 
that the performance of either Seller or Buyer (as specified in the Transaction) shall be excused, 
and no damages shall be payable including any amounts determined pursuant to Article Five, if 
the transmission to the Delivery Point (in the case of Seller) or from the Delivery Point (in the 
case of Buyer) for such Transaction is interrupted or curtailed and (i) such Party has provided for 
firm transmission with the Transmission Provider(s) for the Product, in the case of the Seller, to 
be delivered to the Delivery Point or, in the case of Buyer, to be received at the Delivery Point 
and (ii) such interruption or curtailment is due to “force majeure” or “uncontrollable force” or a 
similar term as defined under the applicable Transmission Provider’s tariff.  This transmission 
contingency excuses performance for the duration of the interruption or curtailment, 
notwithstanding the provisions of the definition of “Force Majeure” in Section 2.22 to the 
contrary.  Interruptions or curtailments of transmission other than the transmission either 
immediately to or from the Delivery Point shall not excuse performance 

 
“Firm (No Force Majeure)” means, with respect to a Transaction, that if either Party fails 

to perform its obligation to sell and deliver or purchase and receive the Product, the Party to 
which performance is owed shall be entitled to receive from the Party which failed to perform an 
amount determined pursuant to Article Five.  Force Majeure shall not excuse performance of a 
Firm (No Force Majeure) Transaction. 
 

“Into ______________ (the “Receiving Transmission Provider”), Seller’s Daily Choice” 
means that, in accordance with the provisions set forth below, (1) the Product shall be scheduled 
and delivered to an interconnection or interface (“Interface”) either (a) on the Receiving 
Transmission Provider’s transmission system border or (b) within the control area of the 
Receiving Transmission Provider if the Product is from a source of generation in that control 
area, which Interface, in either case, the Receiving Transmission Provider identifies as available 
for delivery of the Product in or into its control area; and (2) Seller has the right on a daily 
prescheduled basis to designate the Interface where the Product shall be delivered.  An “Into” 
Product shall be subject to the following provisions: 
 

1. Prescheduling and Notification.  Subject to the provisions of Section 6 of this 
Schedule, not later than the prescheduling deadline of 11:00 a.m. CPT on the 
Business Day before the next delivery day or as otherwise agreed to by Buyer and 
Seller, Seller shall notify Buyer (“Seller’s Notification”) of Seller’s immediate 
upstream counterparty and the Interface (the “Designated Interface”) where Seller 
shall deliver the Product for the next delivery day, and Buyer shall notify Seller of 
Buyer’s immediate downstream counterparty. 

 
2. Availability of “Firm Transmission” to Buyer at Designated Interface; “Timely 

Request for Transmission,” “ADI” and “Available Transmission.”  In determining 
availability to Buyer of next-day firm transmission (“Firm Transmission”) from the 
Designated Interface, a “Timely Request for Transmission” shall mean a properly 
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completed request for Firm Transmission made by Buyer in accordance with the controlling 
tariff procedures, which request shall be submitted to the Receiving Transmission Provider no 
later than 30 minutes after delivery of Seller’s Notification, provided, however, if the Receiving 
Transmission Provider is not accepting requests for Firm Transmission at the time of Seller’s 
Notification, then such request by Buyer shall be made within 30 minutes of the time when the 
Receiving Transmission Provider first opens thereafter for purposes of accepting requests for 
Firm Transmission. 
 

Pursuant to the terms hereof, delivery of the Product may under certain 
circumstances be redesignated to occur at an Interface other than the Designated 
Interface (any such alternate designated interface, an “ADI”) either (a) on the 
Receiving Transmission Provider’s transmission system border or (b) within the 
control area of the Receiving Transmission Provider if the Product is from a source 
of generation in that control area, which ADI, in either case, the Receiving 
Transmission Provider identifies as available for delivery of the Product in or into its 
control area using either firm or non-firm transmission, as available on a day-ahead 
or hourly basis (individually or collectively referred to as “Available Transmission”) 
within the Receiving Transmission Provider’s transmission system. 

 
3. Rights of Buyer and Seller Depending Upon Availability of Timely Request for Firm 

Transmission. 
 

A. Timely Request for Firm Transmission made by Buyer, Accepted by the 
Receiving Transmission Provider and Purchased by Buyer.  If a Timely Request 
for Firm Transmission is made by Buyer and is accepted by the Receiving 
Transmission Provider and Buyer purchases such Firm Transmission, then Seller 
shall deliver and Buyer shall receive the Product at the Designated Interface. 

 
i If the Firm Transmission purchased by Buyer within the Receiving 

Transmission Provider’s transmission system from the Designated Interface 
ceases to be available to Buyer for any reason, or if Seller is unable to deliver 
the Product at the Designated Interface for any reason except Buyer’s non-
performance, then at Seller’s choice from among the following, Seller shall:  
(a) to the extent Firm Transmission is available to Buyer from an ADI on a 
day-ahead basis, require Buyer to purchase such Firm Transmission from such 
ADI, and schedule and deliver the affected portion of the Product to such ADI 
on the basis of Buyer’s purchase of Firm Transmission, or (b) require Buyer to 
purchase non-firm transmission, and schedule and deliver the affected portion 
of the Product on the basis of Buyer’s purchase of non-firm transmission from 
the Designated Interface or an ADI designated by Seller, or (c) to the extent 
firm transmission is available on an hourly basis, require Buyer to purchase 
firm transmission, and schedule and deliver the affected portion of the Product 
on the basis of Buyer’s purchase of such hourly firm transmission from the 
Designated Interface or an ADI designated by Seller.
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ii If the Available Transmission utilized by Buyer as required by Seller pursuant 
to Section 3A(i) ceases to be available to Buyer for any reason, then Seller 
shall again have those alternatives stated in Section 3A(i) in order to satisfy its 
obligations. 

 
iii Seller’s obligation to schedule and deliver the Product at an ADI is subject to Buyer’s 

obligation referenced in Section 4B to cooperate reasonably therewith.  If Buyer and 
Seller cannot complete the scheduling and/or delivery at an ADI, then Buyer shall be 
deemed to have satisfied its receipt obligations to Seller and Seller shall be deemed to 
have failed its delivery obligations to Buyer, and Seller shall be liable to Buyer for 
amounts determined pursuant to Article Five. 

 
iv In each instance in which Buyer and Seller must make alternative scheduling 

arrangements for delivery at the Designated Interface or an ADI pursuant to 
Sections 3A(i) or (ii), and Firm Transmission had been purchased by both 
Seller and Buyer into and within the Receiving Transmission Provider’s 
transmission system as to the scheduled delivery which could not be 
completed as a result of the interruption or curtailment of such Firm 
Transmission, Buyer and Seller shall bear their respective transmission 
expenses and/or associated congestion charges incurred in connection with 
efforts to complete delivery by such alternative scheduling and delivery 
arrangements.  In any instance except as set forth in the immediately 
preceding sentence, Buyer and Seller must make alternative scheduling 
arrangements for delivery at the Designated Interface or an ADI under 
Sections 3A(i) or (ii), Seller shall be responsible for any additional 
transmission purchases and/or associated congestion charges incurred by 
Buyer in connection with such alternative scheduling arrangements. 

 
B. Timely Request for Firm Transmission Made by Buyer but Rejected by the 

Receiving Transmission Provider.  If Buyer’s Timely Request for Firm 
Transmission is rejected by the Receiving Transmission Provider because of 
unavailability of Firm Transmission from the Designated Interface, then Buyer 
shall notify Seller within 15 minutes after receipt of the Receiving Transmission 
Provider’s notice of rejection (“Buyer’s Rejection Notice”).  If Buyer timely 
notifies Seller of such unavailability of Firm Transmission from the Designated 
Interface, then Seller shall be obligated either (1) to the extent Firm Transmission 
is available to Buyer from an ADI on a day-ahead basis, to require Buyer to 
purchase (at Buyer’s own expense) such Firm Transmission from such ADI and 
schedule and deliver the Product to such ADI on the basis of Buyer’s purchase of 
Firm Transmission, and thereafter the provisions in Section 3A shall apply, or (2) 
to require Buyer to purchase (at Buyer’s own expense) non-firm transmission, and 
schedule and deliver the Product on the basis of Buyer’s purchase of non-firm 
transmission from the Designated Interface or an ADI designated by the Seller, in 
which case Seller shall bear the risk of interruption or curtailment of the non-firm 
transmission; provided, however, that if the non-firm transmission is interrupted 
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or curtailed or if Seller is unable to deliver the Product for any reason, Seller shall 
have the right to schedule and deliver the Product to another ADI in order to 
satisfy its delivery obligations, in which case Seller shall be responsible for any 
additional transmission purchases and/or associated congestion charges incurred 
by Buyer in connection with Seller’s inability to deliver the Product as originally 
prescheduled.  If Buyer fails to timely notify Seller of the unavailability of Firm 
Transmission, then Buyer shall bear the risk of interruption or curtailment of 
transmission from the Designated Interface, and the provisions of Section 3D 
shall apply. 

 
C. Timely Request for Firm Transmission Made by Buyer, Accepted by the 

Receiving Transmission Provider and not Purchased by Buyer.  If Buyer’s Timely 
Request for Firm Transmission is accepted by the Receiving Transmission 
Provider but Buyer elects to purchase non-firm transmission rather than Firm 
Transmission to take delivery of the Product, then Buyer shall bear the risk of 
interruption or curtailment of transmission from the Designated Interface.  In such 
circumstances, if Seller’s delivery is interrupted as a result of transmission relied 
upon by Buyer from the Designated Interface, then Seller shall be deemed to have 
satisfied its delivery obligations to Buyer, Buyer shall be deemed to have failed to 
receive the Product and Buyer shall be liable to Seller for amounts determined 
pursuant to Article Five. 

 
D. No Timely Request for Firm Transmission Made by Buyer, or Buyer Fails to 

Timely Send Buyer’s Rejection Notice.  If Buyer fails to make a Timely Request 
for Firm Transmission or Buyer fails to timely deliver Buyer’s Rejection Notice, 
then Buyer shall bear the risk of interruption or curtailment of transmission from 
the Designated Interface.  In such circumstances, if Seller’s delivery is interrupted 
as a result of transmission relied upon by Buyer from the Designated Interface, 
then Seller shall be deemed to have satisfied its delivery obligations to Buyer, 
Buyer shall be deemed to have failed to receive the Product and Buyer shall be 
liable to Seller for amounts determined pursuant to Article Five. 

 
4. Transmission. 

 
A. Seller’s Responsibilities.  Seller shall be responsible for transmission required to 

deliver the Product to the Designated Interface or ADI, as the case may be.  It is 
expressly agreed that Seller is not required to utilize Firm Transmission for its 
delivery obligations hereunder, and Seller shall bear the risk of utilizing non-firm 
transmission.  If Seller’s scheduled delivery to Buyer is interrupted as a result of 
Buyer’s attempted transmission of the Product beyond the Receiving 
Transmission Provider’s system border, then Seller will be deemed to have 
satisfied its delivery obligations to Buyer, Buyer shall be deemed to have failed to 
receive the Product and Buyer shall be liable to Seller for damages pursuant to 
Article Five.
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B. Buyer’s Responsibilities.  Buyer shall be responsible for transmission required to 
receive and transmit the Product at and from the Designated Interface or ADI, as 
the case may be, and except as specifically provided in Section 3A and 3B, shall 
be responsible for any costs associated with transmission therefrom.  If Seller is 
attempting to complete the designation of an ADI as a result of Seller’s rights and 
obligations hereunder, Buyer shall co-operate reasonably with Seller in order to 
effect such alternate designation. 

 
5. Force Majeure.  An “Into” Product shall be subject to the “Force Majeure” provisions 

in Section 2.22. 
 
6. Multiple Parties in Delivery Chain Involving a Designated Interface.  Seller and 

Buyer recognize that there may be multiple parties involved in the delivery and 
receipt of the Product at the Designated Interface or ADI to the extent that (1) Seller 
may be purchasing the Product from a succession of other sellers (“Other Sellers”), 
the first of which Other Sellers shall be causing the Product to be generated from a 
source (“Source Seller”) and/or (2) Buyer may be selling the Product to a succession 
of other buyers (“Other Buyers”), the last of which Other Buyers shall be using the 
Product to serve its energy needs (“Sink Buyer”).  Seller and Buyer further recognize 
that in certain Transactions neither Seller nor Buyer may originate the decision as to 
either (a) the original identification of the Designated Interface or ADI (which 
designation may be made by the Source Seller) or (b) the Timely Request for Firm 
Transmission or the purchase of other Available Transmission (which request may be 
made by the Sink Buyer).  Accordingly, Seller and Buyer agree as follows: 

 
A. If Seller is not the Source Seller, then Seller shall notify Buyer of the Designated 

Interface promptly after Seller is notified thereof by the Other Seller with whom 
Seller has a contractual relationship, but in no event may such designation of the 
Designated Interface be later than the prescheduling deadline pertaining to the 
Transaction between Buyer and Seller pursuant to Section 1 of this Schedule. 

 
B. If Buyer is not the Sink Buyer, then Buyer shall notify the Other Buyer with 

whom Buyer has a contractual relationship of the Designated Interface promptly 
after Seller notifies Buyer thereof, with the intent being that the party bearing 
actual responsibility to secure transmission shall have up to 30 minutes after 
receipt of the Designated Interface to submit its Timely Request for Firm 
Transmission. 

 
C. Seller and Buyer each agree that any other communications or actions required to 

be given or made in connection with this “Into Product” (including without 
limitation, information relating to an ADI) shall be made or taken promptly after 
receipt of the relevant information from the Other Sellers and Other Buyers, as the 
case may be.



Mid-Continent Energy Marketers Association First Revised Sheet No. 33 
FERC Electric Tariff, First Revised Volume No. 1     Superseding Original Sheet No. 33  
 

 

 
Issued by: Michael B. Critchley Effective:      February 27, 2009 
  Executive Director 
Issued on:           December 29, 2008 

D. Seller and Buyer each agree that in certain Transactions time is of the essence and 
it may be desirable to provide necessary information to Other Sellers and Other 
Buyers in order to complete the scheduling and delivery of the Product.  
Accordingly, Seller and Buyer agree that each has the right, but not the obligation, 
to provide information at its own risk to Other Sellers and Other Buyers, as the 
case may be, in order to effect the prescheduling, scheduling and delivery of the 
Product. 

 
“Non-Firm” means, with respect to a Transaction, that delivery or receipt of the Product 

may be interrupted for any reason or for no reason, without liability on the part of either Party. 
 
“Renewable Energy Credit” or “REC” has the meaning specified in the Transaction. 

 
“System Firm” means that the Product will be supplied from the owned or controlled 

generation or pre-existing purchased power assets of the system specified in the Transaction (the 
“System”) with non-firm transmission to and from the Delivery Point, unless a different 
Transmission Contingency is specified in a Transaction.  Seller’s failure to deliver shall be 
excused:  (i) by an event or circumstance which prevents Seller from performing its obligations, 
which event or circumstance was not anticipated as of the date the Transaction was agreed to, 
which is not within the reasonable control of, or the result of the negligence of, the Seller; (ii) by 
Buyer’s failure to perform; (iii) to the extent necessary to preserve the integrity of, or prevent or 
limit any instability on, the System; (iv) to the extent the System or the control area or reliability 
council within which the System operates declares an emergency condition, as determined in the 
system’s, or the control area’s, or reliability council’s reasonable judgment; or (v) by the 
interruption or curtailment of transmission to the Delivery Point or by the occurrence of any 
Transmission Contingency specified in a Transaction as excusing Seller’s performance.  Buyer’s 
failure to receive shall be excused (i) by Force Majeure; (ii) by Seller’s failure to perform, or (iii) 
by the interruption or curtailment of transmission from the Delivery Point or by the occurrence 
of any Transmission Contingency specified in a Transaction as excusing Buyer’s performance.  
In any of such events, neither Party shall be liable to the other for any damages, including any 
amounts determined pursuant to Article Five. 
 

“Transmission Contingent” means, with respect to a Transaction, that the performance of 
either Seller or Buyer (as specified in the Transaction) shall be excused, and no damages shall be 
payable including any amounts determined pursuant to Article Five, if the transmission for such 
Transaction is unavailable or interrupted or curtailed for any reason, at any time, anywhere from 
the Seller’s proposed generating source to the Buyer’s proposed ultimate sink, regardless of 
whether transmission, if any, that such Party is attempting to secure and/or has purchased for the 
Product is firm or non-firm.  If the transmission (whether firm or non-firm) that Seller or Buyer 
is attempting to secure is from source to sink is unavailable, this contingency excuses 
performance for the entire Transaction.  If the transmission (whether firm or non-firm) that Seller 
or Buyer has secured from source to sink is interrupted or curtailed for any reason, this 
contingency excuses performance for the duration of the interruption or curtailment 
notwithstanding the provisions of the definition of “Force Majeure” in Article 2.22 to the 
contrary.
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“Unit Firm” means, with respect to a Transaction, that the Product subject to the 
Transaction is intended to be supplied from a generation asset or assets specified in the 
Transaction.  Seller’s failure to deliver under a “Unit Firm” Transaction shall be excused:  (i) if  
the specified generation asset(s) are unavailable as a result of a Forced Outage (as defined in the 
NERC Generating Unit Availability Data System (GADS) Forced Outage reporting guidelines) 
or (ii) by an event or circumstance that affects the specified generation asset(s) so as to prevent 
Seller from performing its obligations, which event or circumstance was not anticipated as of the 
date the Transaction was agreed to, and which is not within the reasonable control of, or the 
result of the negligence of, the Seller or (iii) by Buyer’s failure to perform.  In any of such 
events, Seller shall not be liable to Buyer for any damages, including any amounts determined 
pursuant to Article Five.
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SCHEDULE Q:  MAPP GRSP AND OTHER MAPP PRODUCTS 
 
GENERAL TERMS AND CONDITIONS 
 
1. General  

1.1 The Products described herein are intended to facilitate the exchange of capacity 
and energy in the Mid-Continent Area Power Pool (“MAPP”).  The Products 
employ market based rates for interchange of capacity and energy.  

 
1.2 Governance.  Capitalized terms used, but not defined, in Schedule Q of this Tariff 

shall have the meaning ascribed to them in the MAPP Restated Agreement.  In the 
event of a conflict between the terms of this Tariff and the terms of the MAPP 
Restated Agreement, the terms of this Tariff shall control. 

 
2. Accreditation 

2.1 Accreditation of capacity transactions shall be determined and assigned under 
applicable procedures of the MAPP Generation Reserve Sharing Pool (“GRSP”). 

 
3. Transmission Loading Relief 

3.1 Delivery of energy shall be subject to the applicable transmission provider’s loading 
relief procedures. 

 
4. Definitions 

4.1  Public Utility:  A public utility as defined in Section 201(e) of the Federal Power 
 Act, as amended.1

5. Uncontrollable Forces 

 
 
4.2 MAPP means Mid-Continent Area Power Pool, which is an association of electric 

utilities and other electric industry participants organized for the purpose of 
pooling generation and transmission. 

 
4.3 GRSP means the MAPP Generation Reserve Sharing Pool or its successor, as 

defined in the MAPP Restated Agreement. 
 

 

5.1 Force Majeure (Section 2.22), as defined and used in this Tariff, does not apply to 
any of the Products in this Schedule Q.

                                                 
1  Note that the Energy Policy Act 2005 exempted a variety of entities, including electric 

cooperatives that sell less than 4 million MWh of energy per year from FERC jurisdiction over 
the determination of their ability to sell at negotiated rates. 

5.2 All Products in this Schedule Q are subject to “uncontrollable forces” or “force 
majeure”.  A Party shall not be considered to be in default in respect to any 
obligation under a Product in this Schedule Q if prevented from fulfilling such 
obligation by reason of “uncontrollable forces” or “force majeure”, except that the 
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obligation to pay money in a timely manner is absolute and shall not be subject to 
“uncontrollable forces” or “force majeure”.  Any Party unable to fulfill any 
obligation by reason of “uncontrollable forces” or “force majeure” will exercise 
due diligence to remove such disability with reasonable dispatch, but such 
obligation shall not require the settlement of a labor dispute except in the sole 
discretion of the Party experiencing such labor dispute.  For the purposes of this 
Section 5.2 “uncontrollable forces” and/or “force majeure” shall have the 
meaning ascribed to such terms in the Transmission Provider’s tariff.
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Product A:  Participation Power Interchange Service 
 
1. Service to be Provided 

1.1 This Product provides for the sale of Participation Power by a Seller to a Buyer 
from a specific generating unit or units.  Participation Power shall mean power and 
energy sold from a specific generating unit or units on a continuously available 
basis except when such unit or units are temporarily out of service for maintenance, 
during which time the delivery of energy from other sources shall be at the Seller’s 
option. 

 
2. Conditions of Service 

2.1 This Product shall be available for a period of one or more consecutive days. 
 
2.2 Participation Power shall be supplied through transmission facilities that have 

adequate capacity for transmitting such power and energy, in accordance with any 
applicable reliability standards and procedures. 

 
3. Schedules of Rates 

3.1 The rates and term for Participation Power shall be negotiated by the Parties 
arranging the Transaction when the Seller (i) is a Public Utility that has been 
granted market-based rate authority by the Federal Energy Regulatory Commission 
(“FERC”), or (ii) is not a Public Utility. 

 
3.2 In the event the service cannot be supplied on the effective date of an agreement to 

sell Participation Power because of a delayed in-service date of the associated 
generating facility or facilities, the capacity payment to be paid by the Buyer shall 
not be effective until the date such facility or facilities are placed in commercial 
operation. 
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Product J:  Firm Power Interchange Service 
 

1. Service to be Provided 
1.1 This Product provides for the sale of Firm Power by a Seller to a Buyer. 

 
2. Conditions of Service 

2.1 Firm Power shall be supplied through transmission facilities which have adequate 
capacity for transmitting such power and energy, in accordance with any applicable 
GRSP reliability standards and procedures. 

 
2.2 This Product shall be available for a period of one or more consecutive days. 
 
2.3 Energy available under this Product may be supplied in one of the following forms: 

 
i. Energy is available at all times during the period covered by the commitment; or 
 
ii. If energy is being supplied as peaking energy, or for other purposes which 

anticipate a capacity-factor limitation, the Seller and the Buyer may mutually 
agree on minimum or maximum limits on the energy to be delivered during the 
period covered by the Transaction; provided, however, service under this 
paragraph 2.3(ii) shall not be interruptible for reasons other than reliability of 
service to native load. 

 
3. Schedule of Rates 

3.1 The rates and term for Firm Power shall be negotiated by the Parties arranging the 
Transaction when the Seller (i) is a Public Utility that has been granted market-
based rate authority by the FERC, or (ii) is not a Public Utility. 
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Product K:  System Participation Power Interchange Service 
 
1. Service to be Provided 

1.1 This Product provides for the sale of System Participation Power by a Seller to a 
Buyer for a specified period for the purpose of obtaining a supply of power that can 
be depended upon with the same degree of assurance as that expected from the 
Buyer’s own generating capacity, but which does not include reserve capacity. 

 
2. Conditions of Service 

2.1 This Product shall be available for periods of one or more consecutive days. 
 
2.2 System Participation Power is intended to be available at all times during the period 

covered by the Transaction; provided, however, that if conditions arise during the 
period covered by the Transaction that would otherwise require curtailment of 
service to its native load customers, the Seller has the right to notify and require the 
Buyer to reduce its take of such energy to any amount specified and for any portion 
of the term of the Transaction; provided, however, this paragraph 2.2 shall not be 
used to allow interruptions for reasons other than reliability of service to native 
load.  The Buyer shall promptly comply with such requirements of the Seller. 

 
2.3 System Participation Power shall be supplied through transmission facilities that 

have adequate capacity for transmitting such power and energy, in accordance with 
any applicable GRSP reliability standards and procedures. 

 
3. Schedule of Rates 

3.1 The rates and term for System Participation Power shall be negotiated by the Parties 
arranging the Transaction when the Seller (i) is a Public Utility that has been 
granted market-based rate authority by the FERC, or (ii) is not a Public Utility. 
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Product L:  Interruptible Load Replacement Energy Service 
 
1. Service to be Provided 

1.1 This Product provides for the supply of Interruptible Load Replacement Energy by 
a Seller to a Buyer when it is economical and practical to do so under the conditions 
set forth hereinafter. 

 
2. Conditions of Service 

2.1 Interruptible Load Replacement Energy may be used by a Buyer to serve 
interruptible load when that load would otherwise be interrupted. 

 
2.1.1 In order to be eligible for Interruptible Load Replacement Energy Service, 

the Buyer must report in advance monthly quantities of Certified 
Interruptible Demand, as specified by the GRSP. 

 
2.1.2 The rate of delivery of energy supplied under this Product in any hour shall 

not exceed the Buyer’s total Certified Interruptible Demand (“CID”). 
 
2.1.3 Deliveries of energy may be received under this Product only when a 

Buyer’s maximum System Demand would otherwise be greater than such 
Buyer’s forecast System Demand for the current season, and shall not 
exceed the lesser of either that required to reduce the expected System 
Demand to the forecast System Demand or the Buyer’s Certified 
Interruptible Demand being served by a purchase under this Product L. 

 
2.1.4 Interruptible Load Replacement Energy Service shall be supplied through 

transmission facilities which have adequate capacity for transmitting such 
power and energy, in accordance with any applicable GRSP reliability 
standards and procedures. 

 
3. Schedules of Rates 

3.1 The rates and term for Interruptible Load Replacement Energy Service shall be 
negotiated by the Parties arranging the Transaction when the Seller (i) is a Public 
Utility that has been granted market-based rate authority by the FERC, or (ii) is not 
a Public Utility.
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Product M:  General Purpose Energy Service 
 
1. Service to be Provided 

1.1 This Product provides for the supply of General Purpose Energy by a Seller to a 
Buyer to enhance economic system operation. 

 
2. Conditions of Service 

2.1 To the extent practicable, General Purpose Energy shall be used to improve the 
overall economy of the systems involved in the Transaction. 

 
2.2 General Purpose Energy shall be supplied through transmission facilities which 

have adequate capacity for transmitting such energy, in accordance with any 
applicable reliability standards and procedures. 

 
3. Schedule of Rates 

 The rates and term for General Purpose Energy shall be negotiated by the Parties 
arranging the Transaction when the Seller (i) is a Public Utility that has been 
granted market-based rate authority by the FERC, or (ii) is not a Public Utility.
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EXHIBIT A 
MID-CONTINENT ENERGY MARKETERS ASSOCIATION 

CAPACITY AND ENERGY TARIFF  

CONFIRMATION LETTER 
 

 
This confirmation letter shall confirm the Transaction agreed to on ___________, ___ between 

__________________________ (as “Seller”) and _____________________ (as “Buyer”) 

regarding the sale/purchase of the Product under the terms and conditions as follows: 

Schedule P Product:   

[] Into _________________, Seller’s Daily Choice 

[] Firm (LD) 

[] Firm (No Force Majeure) 

[] Non-Firm 

[] System Firm  

(Specify System:) _______________________________________________________________ 

[] Unit Firm 

(Specify Unit(s): _______________________________________________________________ 

[] Other:   _________________________________________________________________ 

[] Transmission Contingency (If not marked, no transmission contingency) 

[] FT-Contract Path Contingency [] Seller [] Buyer 

[] FT-Delivery Point  Contingency [] Seller [] Buyer 

[] Transmission Contingent [] Seller [] Buyer 

[] Other transmission contingency 

(Specify:   ) 

Schedule Q Product: 

[] Product A – Participation Power Interchange Service 

[] Product J – Firm Power Interchange Service 

[] Product K – System Participation Power Interchange Service 

[] Product  L – Interruptible Load Replacement Energy Service 

[] Product  M – General Purpose Energy Service
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Contract Quantity:   ______________________________________________________________ 

Delivery Point:   ________________________________________________________________ 

Contract Price:   ________________________________________________________________ 

Energy Price:    

Other Charges:   ________________________________________________________________ 

Delivery Period:   _______________________________________________________________ 

Special Conditions:   _____________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

Scheduling:   ___________________________________________________________________ 

Option Buyer:   _________________________________________________________________ 

Option Seller:   _________________________________________________________________ 

Type of Option:   ________________________________________________________________ 

Strike Price:   ___________________________________________________________________ 

Premium:   _____________________________________________________________________ 

Exercise Period:   _______________________________________________________________ 

This confirmation letter is being provided pursuant to and in accordance with the Mid-Continent 

Energy Marketers Association Capacity and Energy Tariff (the “Tariff”) and constitutes part of 

and is subject to the terms and provisions of such Tariff.  Terms used but not defined herein shall 

have the meanings ascribed to them in the Tariff. 

 
Seller Buyer 
 
By:  ____________________________ By:  _____________________________ 

Title:  ___________________________   Title:   ___________________________ 

Phone No:  _______________________   Phone No: _______________________ 

Fax:  ____________________________   Fax:   ____________________________
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EXHIBIT B 
MID-CONTINENT ENERGY MARKETERS ASSOCIATION 

CAPACITY AND ENERGY TARIFF 

SUPPLEMENTARY AGREEMENT 
 

Between 
 

    
 

and 
 

    
 
 
 
This Supplementary Agreement is made as of    (“Effective Date”) by    
(“Party A”) and    (“Party B”) (“Supplementary Agreement”). 
 
Whereas Party A and Party B are MEMA Members and desire to transact in accordance with the 
terms and conditions contained in the Tariff, as amended, restated or replaced from time to time; 
 
And Whereas, if an to the extent that Party A and Party B carry on business, transact or act 
pursuant to the Agreement, Party A and Party B wish to make elections with respect to certain 
options contained in the Tariff, as set forth in this Supplementary Agreement.  Such elections 
shall not, however, apply as between Party A or Party B and any other MEMA Members. 
 
Now therefore, for good and valuable consideration, the receipt and sufficiency of which is 
hereby acknowledged, the Parties agree that if and to the extent that Party A and Party B carry on 
business, transact or act pursuant to the Agreement, the Parties agree as follows: 
 
 
1.  Article Three Election - Confirmations 

 Written Confirmation 
 Oral Confirmation 
 Electronic Confirmation 

If Electronic Confirmation is applicable, complete the appropriate specific confirmation 
provisions below 

 
Specific Confirmation Provisions 
 
 (i) Electronic Confirmation Method:  

Electronic means of communication to be used by Party A and Party B shall be: 
 

(ii) Other Provisions: (if required)
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2.  Article Nine Election - Credit Assurance 

 
For the purposes of Article Nine, the Parties hereto make the following elections: 

 
Section 9.2 Credit Assurances 

 Option 1 
 Option 2 
 Option 3 

If Option 3 is applicable, complete the following: 
Downgrade Event for Party A shall mean:        
Downgrade Event for Party B shall mean:        

 Option 4 (see Schedule A) 
 
3.  Guarantors  
Party A: 

 Not Applicable 
 Applicable 

If applicable, complete the following: 
Guarantor for Party A:        

 
Party B: 

 Not Applicable 
 Applicable 

If applicable, complete the following: 
Guarantor for Party B:        

 
4.  Amendments to Tariff 

 Not Applicable 
 Pursuant to Section 3.6 of the Tariff, Party A and Party B agree to amend the Tariff as 

follows:              
             
             
 

5.  Notices 
Party A: 

Address:       
       
       
 

Attention:       
Telephone No.:       
Facsimile No.:      
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Party B: 
Address:       

       
       
 

Attention:       
Telephone No.:       
Facsimile No.:       

 
6.  Effect.  This Supplementary Agreement shall be applicable to all Transactions entered into 
between Party A and Party B pursuant to the Agreement on or after the Effective Date without 
the need to reference this Supplementary Agreement in any such Transaction unless Party A and 
Party B mutually agree otherwise with respect to a particular Transaction.  Capitalized terms 
used but not defined in this Supplementary Agreement shall have the meanings ascribed to them 
in the Tariff. 

 
7.  Entire Agreement.  This Supplementary Agreement constitutes the entire agreement and 
understanding of the Parties with respect to its subject matter and supersedes all oral 
communication and prior writings (except as otherwise provided herein) with respect thereto. 
 
8.  Counterparts.    This Supplementary Agreement may be executed and delivery in 
counterparts (including by facsimile transmission), each of which will be deemed an original. 
 
9.  Authority to Bind.  By signing below, each individual additionally warrants that he or she is 
authorized to sign this Supplementary Agreement on behalf of the Party for which it was 
executed. 
 
10.  Headings,    The headings used in this Supplementary Agreement are for convenience of 
reference only and are not to effect the construction of or to be taken into consideration in 
interpreting this Supplementary Agreement.  In witness whereof, the Parties have executed this 
Supplementary Agreement with effect from the date above written. 
 
Party A:      Party B: 
 
              
 
Name:        Name:        
 
Title:        Title:        
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1.0 Executive Summary 

As part of Montana-Dakota Utilities Co. (Montana-Dakota) electric supply-side resource 

planning, three sites were analyzed for a self-built 88 MW Simple Cycle Combustion 

Turbine (SCCT).  This report presents the background and the results of the site analysis for 

a reference SCCT.  Three North Dakota sites were selected with an emphasis on the 

availability of water, electric transmission, and natural gas supply.  The sites included areas 

near Richardton, Linton, and Mandan.  The unit capital cost and capacity estimates for each 

site are presented in Table 1.  The Mandan site has the lowest estimated capital cost, the 

highest projected capacity, and the lowest potential operational costs if integrated with the 

Heskett Station operation.  Based on the results of the analysis, the Mandan site was chosen, 

and the unit capital cost and capacity information was included with other resource options in 

the resource expansion analysis using the Electric Generation Expansion Analysis System 

(EGEAS) model.   

 

Table 1.  SCCT Cost Summary1 

  Richardton, ND Linton, ND Mandan, ND 

Capital Cost Estimate    
(2010$ million) $73.47 $74.61 $71.59 

Base Load  ( kW) 86,279 87,388 88,054 

Peak Load  ( kW) 93,525 94,707 95,418 

Peak Load  ($/kW) $786 $788 $750 
 

 

 

 

 

                                                      
1 Estimate for single nozzle GE 7EA Simple Cycle Combustion Turbine with water injection for NOx 
control.  See Appendix A - PS&I Self‐Build Capital Cost Estimate (SCCT), Page A-1 
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2.0 Introduction 

A supply-side resource analysis is periodically conducted to identify the feasible resources to 

be added to Montana-Dakota’s generation system.   Resource expansion analysis considers 

use of available generation resource alternatives to expand the generation portfolio to meet 

Montana-Dakota’s forecasted energy and capacity requirements.  The capacity, capital cost, 

fixed operating and maintenance (O&M) costs, variable O&M costs, and fuel costs for the 

resource alternatives are modeled using the Electric Generation Expansion Analysis System 

(EGEAS) software developed by Electric Power Resource Institute (EPRI).2  This report 

details the evaluation of three North Dakota sites for an 88 MW reference SCCT. Capital 

cost and capacity estimates were developed individually for each site. 

2.1  Overview of SCCT Analysis Approach 
To develop the unit capital cost and capability estimates for a SCCT, a number of 

assumptions must be made and criteria determined to compare alternatives.  Section 3 

discusses the selection of a representative combustion turbine.  Electric transmission system 

interconnection, fuel supply, water supply, environmental permitting, and other criteria are 

described in Section 4.  Criteria comparisons are presented in Section 5.  Preliminary cost 

and capability estimates for a reference SCCT, along with the proposed site location, are 

presented in Section 6.  Cost estimates and other factors were developed from site visits, 

manufacturer’s budgetary pricing, consulting engineers, Montana-Dakota’s experience and 

expertise, and other available sources. 

3.0 Reference Combustion Turbine 

Simple Cycle Combustion Turbines (SCCTs) are primarily utilized for peaking service and 

often supply a limited amount of energy because they are fueled by natural gas or fuel oil. 

The SCCT generally has lower capital costs compared to other unit types and can be installed 

within short time periods (two to three years from placement of equipment order).  There are 

primarily two SCCT types.  The heavy-duty (Frame) type is designed to drive stationary 
                                                      
2 See Chapter 4 – 6 of and Attachment C to this 2011 IRP report. 
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generation sources and process plant equipment.  The aero-derivative (Aero) type design is 

derived from engines used in the aircraft industry.  Montana-Dakota has operating experience 

with four Frame units and one Aero unit.  Table 2 lists several of the noteworthy differences 

between the two types. 

 

Table 2.  SCCT Type Comparison 
SCCT Type Costs Emissions Other Factors Operating Experience 

Frame Unit 
(GE 7EA 
reference), 
compared to 
Aero 

Lower per kW 
Capital Cost 

NOx control more robust 
due to more residence time 
for proper fuel-air mixing.  
Dry Low NOx (DLN) 
capable of 9 ppm 

Most major maintenance 
can be performed on site. 

More stable combustion 
control.   Auto tune 
capable. 

Lower per kW 
fixed O&M 
Costs 

Better turn-down capability 
while meeting guaranteed 
emissions (to 50 percent 
versus 70 percent for Aero). 

Lower inlet natural gas 
pressure requirement.  
Pressure is 385 psi for 
Frame versus 675 psi for 
Aero. 

Less impacted by cold 
weather. 

Lower per 
MWh Variable 
Maintenance 
Costs 

 Longer on-site 
construction period 

Less technical 
complexity.  Problems 
can be resolved more 
frequently by internal 
staff. 

Higher per 
MWh fuel costs 
at rated output 

 More robust due to design 
specific for stationary 
generation. 

 

Aero-derivative 
(GE LM6000 
reference) 
compared to 
Frame 

Higher per kW 
Capital Cost 

NOx control less robust due 
to less residence time for 
proper fuel-air mixing.  Dry 
Low Emissions (DLE) 
capable of 15 ppm 

Major maintenance 
performed off site at 
repair facility. 

Requires frequent 
combustion tuning to 
maintain operability and 
optimum emissions. 

Higher per kW 
fixed O&M 
Costs 

Worse turn-down capability 
while meeting guaranteed 
emissions.  (to 70 percent 
versus 50 percent for 
Frame). 

Higher inlet natural gas 
pressure requirement.  
Pressure is 675 psi for 
Aero versus 385 psi for 
Frame type. 

Susceptible to cold 
weather operations 
problems.  Fuel heating 
required to avoid 
contamination of 
combustion system. 

Higher per 
MWh Variable 
Maintenance 
Costs 

 Shorter on-site 
construction period (more 
pre-packaged / shipped 
components) 

Technical complexity 
requires increased training 
and use of external 
resources. 

Lower  per 
MWh fuel costs 
at rated output 

 Less robust design due to 
derivation from aircraft 
engine (size, weight, etc.) 

Additional on-site gas 
compression is required 
unless connected to a 
major gas pipeline. 
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The comparison shows that the Frame type SCCT offers lower capital and O&M costs, lower 

and more robust emissions control, and a larger turn down capability than an Aero Unit.  A 

Frame type unit requires a lower natural gas inlet pressure, is less technically complex, can 

have major maintenance performed on-site, is less susceptible to cold weather operational 

problems, and is better suited to Montana-Dakota’s existing operation.  Based on the results 

of the comparison, the GE 7EA Frame unit was chosen as the reference SCCT to be used in 

the analysis of the potential sites. 3 

4.0 Site Evaluation Criteria 

For the purpose of establishing capital cost and capability estimates for the representative 

SCCT, consideration was given to a number of site specific criteria including the 

interconnection to the transmission system, availability of a natural gas and water supply, 

environmental permitting, and other items. These items are described in the following 

sections.  Comparisons for the selected sites are shown in Section 5, Tables 3 through 6. 

4.1 Natural Gas Supply 
Montana-Dakota’s existing combustion turbines located at Miles City and Glendive, 

Montana are connected to the Williston Basin Interstate Pipeline Co. (WBI) natural gas 

pipeline system.  The pipeline is used to transport purchased natural gas to Montana-

Dakota’s combustion turbines.  The WBI FERC Tariff/Service Agreements guarantees a 

natural gas supply pressure of 200 psi and, under interruptible service agreements, the 

pipeline capacity is subject to interruption when the demand for natural gas exceeds the 

supply.  As presented in Table 2, the pressure required to achieve full output is 

approximately 385 psi for a Frame type SCCT and 675 psi for the Aero type SCCT.  

Historical WBI pipeline pressures have often been high enough to meet the full output 

requirements for the Frame type SCCTs, but when the pressure drops to the tariff minimum, 

the output capability of the turbines can suffer. For the Aero type SCCTs, the potential of 

lower WBI pipeline pressures require that additional on-site gas compression equipment be 

installed, adding to the capital and O&M costs as well as the operational complexity for site 

                                                      
3 See Appendix B to this Attachment for SCCT Suppliers and availability information.  
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personnel.  Montana-Dakota has mitigated the impacts of lower than optimum pipeline 

pressure and potential delivery interruptions to the existing gas turbines by purchasing units 

that are able to burn fuel oil as a secondary fuel source and by contracting enough firm gas 

transportation capacity to transition between fuel oil and natural gas during start-up and 

shutdown of the combustion turbines.  This ensures that certificated generation capacity is 

available at all times.  However, the dual fuel capability adds to the complexity of operations 

and at times has resulted in operability and environmental compliance concerns. 

To reduce the risks of low natural gas supply pressure and supply interruptions, sites were 

selected where the reference SCCT could be connected to the Northern Border pipeline 

system.  The Northern Border pipeline system offers a consistent source of high pressure 

natural gas, the potential of firm natural gas supply and firm transportation contracts 

(eliminating the potential for interruptions), and therefore eliminates the need for additional 

on-site gas compression equipment and the complexity and problems inherent with dual fuel 

combustion. 

4.2 Electric Transmission Interconnection 
As a member of the Midwest Independent Transmission System Operator (MISO), Montana-

Dakota evaluated sites for the representative SCCT within the MISO transmission footprint 

where the point of generator interconnect is to Montana-Dakota owned transmission 

facilities.  The number of selected sites was narrowed by investigating locations within 

reasonable proximity to a natural gas supply as discussed in Section 4.1.  Consideration was 

also given to locations where a new SCCT would strengthen Montana-Dakota’s electric 

system and where future transmission upgrades are already planned.  Preliminary estimates 

of costs to connect the representative SCCT generating facility to the transmission system 

and to address potential transmission network system impacts (relating to short circuit, 

instability, and power flow issues) were developed.  Final costs for required network 

transmission upgrades for the SCCT will be determined through the MISO generator 

interconnection queue study process. For transmission facilities less than 345 kV, one 

hundred percent (100%) of the required network transmission upgrades are assigned to the 

interconnecting generator(s). 
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4.3 Water Supply 
Combustion turbines require water of sufficient quantity and quality for evaporative inlet air 

cooling to maximize unit output in high ambient temperatures and for injection into the 

combustion zone for nitrogen oxide (NOx) emissions control.  The estimated water 

requirements for the reference SCCT are 40 gallons per minute (gpm) for evaporative inlet 

air cooling and 90 gpm for NOx control. Options are also available to control the reference 

SCCT’s NOx emissions by installing dry low NOx (DLN) combustion hardware which 

reduces the water requirement. 

Sources of water include wells, rivers, regional pipelines, and municipal systems.  Water 

purchase costs from regional pipelines and municipal systems are anticipated to be higher 

than those for water supplied directly from wells or river intakes. 

4.4 Environmental Permitting and Other Factors 
The Montana-Dakota Environmental Department has made a preliminary determination that 

there are no fatal flaws in permitting the reference SCCT at each of the selected sites.  

However, additional pre-construction analysis and permitting, including the Certificate of 

Site Compatibility, Route Permit for the natural gas pipeline, air Permit-to-Construct, air 

Title V permitting changes, and water discharge permitting, will be required for a SCCT 

project. 

Synergies and cost reductions from sharing facilities, equipment, supervision, and labor can 

be achieved by locating a new SCCT near an existing electric generating unit.  Therefore, 

locations near Montana-Dakota’s generating stations were considered.  

Topography, site access and roads, potential routing of transmission lines and pipelines, 

constructability and environmental factors were assessed during visits to the potential sites. 
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5.0 Summary of Site Evaluation 

Based on the criteria presented in Section 4, a number of sites were investigated, and three 

North Dakota sites were ultimately selected for final evaluation.  Appendix C to this 

Attachment shows the sites considered in preliminary screening.  Tables 3 though 6 present a 

comparison of the selected sites located near Richardton, Linton, and Mandan (adjacent to 

Heskett Station).  A map depicting the site locations is included in Appendix D to this 

Attachment.  

 

Table 3.  Natural Gas Supply Comparison  

Natural Gas Supply Richardton, 
ND Linton, ND Mandan, ND 

  
Pipeline Northern Border Northern Border Northern Border 

   Pipeline tap required Yes No (share existing) Yes 

Nominal Pipeline Diameter (inches) 8  8 8 

  

Pipeline Length - Tap to SCCT site 
(miles) 

1 1 24 

  
Nominal Pipeline Pressure (psi) 1,000 1,000 1,000 

  
Capital Cost  (2010$ million) $3.00 $1.00 $14.98 
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The Linton site has the lowest estimated natural gas supply capital cost due to a shorter 

delivery pipeline length and the potential for sharing an existing pipeline tap.  The Mandan 

site has the highest estimated capital costs due to a 24 mile delivery pipeline and the need for 

a new tap on the Northern Border pipeline. 

 

Table 4.  Electric Transmission Interconnect Comparison 

Electric Transmission Richardton, ND Linton, ND Mandan, ND 

  

Point of Interconnection Coyote to Dickinson 
115 kV line 

Bismarck to Linton 
115 kV line 

Existing Mandan 
Junction or Heskett 115 
kV substations 

  

System Upgrades Upgrade Coyote to 
Dickinson and 
Coyote to Beulah 
Junction 115kV lines 
(54 miles), and 
replace one 
transformer at 
Dickinson.   

Upgrade Bismarck 
to Linton 115kV 
lines (45 miles), and 
replace one 
transformer at 
Wishek.   

Minor upgrades to 
transmission system near 
Heskett Station.  
Enhances electric system 
in Bismarck-Mandan 
area. 

   Capital Cost  (2010$ million) $14.50 $17.88 $2.00 
 

 

The Mandan site has a lower estimated electric transmission interconnect capital cost than 

the other sites due to less required system upgrades, and this site offers the potential for 

enhancing the Bismarck-Mandan area electric system reliability.  Additionally, the Mandan 

site would require fewer construction-related transmission system outages. 

  



 9

Table 5.  Water Supply Comparison 

Water Supply Richardton, ND Linton, ND Mandan, ND 

  
Source of Water River Water Well Water River Water 

  

Point of Connection Southwest Water 
Pipeline 

Municipal System Shared water intake with 
Heskett Station 

  

Pipeline and Equipment Pipeline and storage 
equipment (one mile) 

Pipeline (six miles) Pipeline (one mile) 

  

Available Water Supply Capacity Limited by existing 
capacity of 
Southwest Pipeline 
system. 

Limited by existing 
capacity of 
municipal system. 

Not expected to be 
limited (pending review 
of final water discharge 
parameters and potential 
new regulatory 
requirements) 

  

 Cost of Water High water cost.  
May include costs to 
upgrade Southwest 
Water Pipeline 
system. 

High water cost.  
May require costs to 
upgrade municipal 
system. 

Low cost  

   Capital Cost  (2010$ million) $0.42 $0.31 $0.05 
 

The Mandan site has a lower estimated water supply capital cost due to the potential for 

sharing the Heskett Station intake. The water available at the other two sites may be limited 

by the existing regional pipeline or municipal system capacity.  The cost of upgrades to these 

systems would likely be included in the cost of water from the supplier. 
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Table 6.  Environmental Permitting and Other Factor Comparison 

Environmental Permitting & 
Other Factors Richardton, ND Linton, ND Mandan, ND 

  

Preliminary Environmental Fatal 
Flaw Determination 

None None None 

  

Environmental Permitting 
Complexity 

Low Low High 

  

Unit performance Low Low High (Lower elevation) 

  

Shared facilities and equipment None Existing Northern 
Border pipeline tap 

Shared water intake and 
treatment, 
communications, control 
room, buildings, vehicles, 
tools, consumables with 
Heskett Station 

  

Shared supervision and labor None None Possible integration of 
supervision and labor for 
operations, maintenance, 
and engineering functions 
with Heskett Station. 

  

Combustion Turbine Stack 
height/costs 

Low Low High 

  
Land costs High High Low (Montana-Dakota 

Owned Property) 

 

There are no identified environmental fatal flaws for the three sites.  The complexity in 

environmental permitting is, however, anticipated to be highest at the Mandan site due to 

proximity to and integration with the Heskett Station. 

At the Mandan site, the potential for sharing of facilities, equipment, supervision, and labor 

with the Heskett Station will result in reduced operating costs, and would not require the 

purchase of additional land. 

6.0 Proposed SCCT and Site 

Based on the results of the cost estimates and comparison of the site evaluation criteria, the 

Mandan site is recommended for the future installation of an 88 MW GE 7EA Frame type 

simple cycle combustion turbine.   
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The Frame type is recommended over an Aero type unit because it offers lower capital and 

O&M costs, lower and more robust emissions control, and a larger turn down capability.  It 

requires a lower natural gas inlet pressure, is less technically complex, can have major 

maintenance performed on site, is less susceptible to cold weather operational problems, and 

is better suited to Montana-Dakota’s existing operation than an Aero type unit.  

The Mandan site has the lowest estimated total capital cost, the highest projected capacity, 

and the lowest potential operational cost if integrated with the Heskett Station.   Higher 

natural gas pipeline costs are offset by reduced electric transmission upgrade costs.  Sharing 

of the existing Heskett Station intake will result in lower pipeline and water costs.  The 

Mandan site has the potential for sharing of facilities, equipment, supervision, and labor with 

the Heskett Station that will result in reduced operating costs, and it would not require the 

purchase of additional land. 

The unit capital cost and capacity estimates for each site are presented in Table 7.4  An 

additional conservative case is presented for the Mandan location.5  Contingency was added 

in developing this case to address potential environmental permitting complexities of 

locating the SCCT in proximity with Heskett Station.  The conservative case remained 

competitive with the other sites on a cost per unit of installed capacity basis. The base load 

capital cost and capacity estimates for the Mandan site conservative case were submitted to 

the System Operations Department for inclusion with other resource options in the resource 

expansion analysis. 

  

                                                      
4 Estimate for single nozzle GE 7EA Simple Cycle Combustion Turbine with water injection for NOx control.  See 
Appendix A - PS&I Self‐Build Capital Cost Estimate (SCCT), Page A-1 
5 Estimate for single nozzle GE 7EA Simple Cycle Combustion Turbine with water injection for NOx control and 
~$3.8M added for environmental permitting complexity.  See Appendix A - PS&I Self‐Build Capital Cost Estimate 
(SCCT), Page A-2 



 12

Table 7.  SCCT Capital Cost and Capacity 

    

Richardton, 
ND Linton, ND Mandan, ND Mandan, ND   

(conservative) 

Capital Cost Estimate      
(2010$ million) $73.47 $74.61 $71.59 $75.42 

Base Load (kW) 86,279 87,388 88,054 88,054 

Base Load ($ per kW) $851 $854 $813 $857 

Peak Load (kW) 93,525 94,707 95,418 95,418 

Peak Load ($ per kW) $786 $788 $750 $790 
 

 



 

 

Appendix A 
  PS&I Self‐Build Capital Cost Estimate (SCCT) 

Page A-0



SITE 1A SITE 2B SITE 3C

851.49$              853.74$              813.07$             
86,279 87,388 88,054

921.83$              925.39$              882.29$             
81,951 83,018 83,649

785.52$                  787.76$                   750.32$                 
93,525 94,707 95,418

887.43$                  890.90$                   849.43$                 
85,128 86,232 86,885

SITE 1A SITE 2B SITE 3C

CIVIL 3,393,600$            3,393,600$            2,969,850$           
MECHANICAL 36,801,000$          36,691,000$          36,167,100$         

NATURAL GAS PIPELINE 2,996,622$            996,622$                14,981,006$         
ELECTRICAL 4,361,020$            4,361,020$            4,361,020$           

TRANSMISSION LINE 14,500,000$          17,875,000$          2,000,000$           
ENGINEERING & SUPERVISION / OTHER 4,826,169$            4,822,869$            4,794,439$           
OWNER'S COSTS 3,804,029$            3,694,595$            3,602,415$           
SUBTOTAL 70,682,440$      71,834,706$      68,875,830$     
CONTINGENCY 2,659,291$            2,648,154$            2,594,741$           
ES & GA 123,600$                123,600$                123,600$               
AFUDC ‐$                        ‐$                         ‐$                       
CWIP ‐$                        ‐$                         ‐$                       
TOTAL 73,465,331$      74,606,460$      71,594,172$     
TOTAL (DLN) 75,545,284$      76,823,971$      73,802,938$     

Last Revised: August 3, 2010
A Site Location: Richardton, ND
B Site Location: Linton, ND
C Site Location: Mandan, ND

PS&I Self‐Build Capital Cost Estimate (SCCT)

BASE LOAD [$/kW @ Rated kW]

BASE LOAD (DLN) [$/kW @ Rated kW]

PEAK LOAD [$/kW @ Rated kW]

PEAK LOAD (DLN) [$/kW @ Rated kW]

Page A-1

Site 3 - Normal Case



SITE 1A SITE 2B SITE 3C D

851.49$              853.74$              856.53$             
86,279 87,388 88,054

921.83$              925.39$              928.04$             
81,951 83,018 83,649

785.52$                  787.76$                   790.43$                 
93,525 94,707 95,418

887.43$                  890.90$                   893.48$                 
85,128 86,232 86,885

SITE 1A SITE 2B SITE 3C D

CIVIL 3,393,600$            3,393,600$            2,969,850$           
MECHANICAL 36,801,000$          36,691,000$          36,167,100$         

NATURAL GAS PIPELINE 2,996,622$            996,622$                14,981,006$         
ELECTRICAL 4,361,020$            4,361,020$            4,361,020$           

TRANSMISSION LINE 14,500,000$          17,875,000$          2,000,000$           
ENGINEERING & SUPERVISION / OTHER 4,826,169$            4,822,869$            4,894,939$           
OWNER'S COSTS 3,804,029$            3,694,595$            3,796,484$           
SUBTOTAL 70,682,440$      71,834,706$      69,170,399$     
CONTINGENCY 2,659,291$            2,648,154$            6,126,970$           
ES & GA 123,600$                123,600$                123,600$               
AFUDC ‐$                        ‐$                         ‐$                       
CWIP ‐$                        ‐$                         ‐$                       
TOTAL 73,465,331$      74,606,460$      75,420,969$     
TOTAL (DLN) 75,545,284$      76,823,971$      77,629,736$     

Last Revised: August 3, 2010
A Site Location: Richardton, ND
B Site Location: Linton, ND
C Site Location: Mandan, ND
D ~$3.8M added for environmental permitting complexity (conservative case)

PS&I Self‐Build Capital Cost Estimate (SCCT)^

^ Sent to System Operations on September 2, 2010

^ Sent to System Operations on September 2, 2010

BASE LOAD [$/kW @ Rated kW]

BASE LOAD (DLN) [$/kW @ Rated kW]

PEAK LOAD [$/kW @ Rated kW]

PEAK LOAD (DLN) [$/kW @ Rated kW]

Page A-2

Site 3 - Conservative Case
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Size (Mw) Type Difference from 
Base Cost (%) Origin2 Proposal 

Received4

6B  PG6581 42 Frame 13% Europe No

LM6000 PD 43 Aero 27% US No

6FA  PG6111 77 Frame 4% Europe No

7EA  PG7121 85 Frame Base1 US Yes

LMS100 PA 103 Aero 13% US No

7FA  PG72413 183 Frame -13% US No

GT11N2 115 Frame -5% Europe Yes

SG T6-2000E 113 Frame − Europe Declined

M501DA 114 Frame − − No Response

1 /

2 /

3/ 

4/ 

Combustion Turbine costs from 2010 Gas Turbine World Handbook.  Base case is a GE 7EA SCCT.

Turbine FOB manufacturer location.  Europe origins impacted by currency exchange & shipping costs.

Too large for MDU requirements.

Budgetary proposals of $296/kW for GE 7EA and $376/kW for Alstom GT11N2 received (FOB 
manufacturer location for CT equipment only).

Simple Cycle Combustion Turbines (SCCT) Suppliers

Manufacturer / Model

General Electric

Alstom

Siemens

Mitsubishi Heavy Industries

Page B-1
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5-May-08

Baker
 - Connect to Grasslands Pipeline or WBI Baker to Glendive pipeline
 - Connection to Grasslands should not need additional compression
 - Baker to Glendive line would require compression
 - Reduced transport limitations (curtailments) on Grasslands
 - WBI tariff pricing for transportation (approx. 31 cents)
 - Synergies with Diamond Willow and Glendive 
 - Access to Rockies Gas and Ventura based gas
 - Possible land from WBI at Baker Booster or Cabin Creek

Bismarck
 - Would require compression
 - Less than 3,000 dk/day of firm gas available without upgrades to Glen Ullin
 - Would require compression
 - Fuel pricing is Ventura Based
 - WBI tariff price for transport (approx. 31 cents)
 - Synergies with Heskett Station
 - Availability of water for combined cycle unit
 - Potentially beneficial to electric grid
 

Linton
 - Firm Transportation Available on Northern Border
 - Interconnect limited to 40 MW without significant upgrades
 - Fuel pricing is Ventura based
 - Northern Border tariff pricing for transport (approx. 30 cents)
 - Potential high pressure gas - no compression required
 - Using MDU Gas Supply Tap would save interconnection charge but subject

turbine to Montana-Dakota gas distribution tariff rates
 - Potentially beneficial to electric grid

Mobridge
 - Connect to Montana-Dakota 
 - High transportation cost (approx. $2.88)
 - Fuel pricing is Ventura based
 - Would require compression 
 - Firm gas available from Montana-Dakota
 - Availability of water for combined cycle unit
 - Potentially beneficial to electric grid

Tioga
 - Connect to Amerada Hess for supply
 - 10,000 to 20,000 dk/day gas supply available
 - High pressure gas - no compression required
 - Potentiall no transportation charge for gas from Amerada
 - Fuel pricing in Ventura based
 - Potential new electric customer (?)
 - Questions on potential electrical interconnection size 

(undetermined and potentially problematic)
 - Potential land available from Amerada Hess

Williston
 - Access to Norther Border and WBI pipelines
 - Compression may not be required
 - Fuel pricing is Ventura Based
 - Future electrical system upgrades are planned in area
 - Power Production currently owns land in Williston area

Combustion Turbine / Natural Gas Sources

Page C-1
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POLLUTION CONTROL PROJECTS 
 

The U.S. Environmental Protection Agency (EPA) has made known that it intends to propose 
several significant new air emissions regulations that aim to reduce air emissions, including the 
greenhouse gases, at coal-fired electric generating facilities.  Montana-Dakota will continue to 
monitor the impacts from proposed regulations and will take the regulations into consideration 
when planning for future resource needs. 

One of these regulations is the EPA National Emission Standards for Hazardous Air Pollutants 
(HAP) Rule for Coal-fired Utilities which proposes to require maximum achievable control 
technology (MACT) pollution controls to be installed to reduce HAP emissions. The Utility 
MACT rule, as it is called, was proposed on March 16, 2011 and is projected to be final by 
November 16, 2011.  Montana-Dakota has not completed review of this proposed rule, and plans 
to include a discussion on the potential impacts from this rule in the future IRPs. 

Regional Haze Rule 

The EPA promulgated the Regional Haze Rule (RHR) in 1999 to address visibility impairment in 
Class I areas in the United States, constituting 156 national parks and wilderness areas.  This rule 
was developed in accordance with the Clean Air Act’s (CAA) national goal of remedying 
existing and preventing future visibility impairment of Class I areas due to man-made air 
pollution.  In 2005, the EPA published a revised rule that included guidelines for control 
technology determinations under the RHR for Best Available Retrofit Technology (BART) 
sources and for sources addressed for reasonable progress.   

State environmental agencies like the South Dakota Department of Environment and Natural 
Resources (DENR) and North Dakota Department of Health (NDDH) are required to submit 
State Implementation Plans (SIPs) to EPA that develop and implement their strategy to reduce 
emissions that may contribute to regional haze, and to set reasonable progress goals toward 
meeting the goal of no man-made visibility impairment in Class I areas by 2064.  Additional 
detail on the RHR is provided in Attachment H in conjunction with detailed discussion about the 
Big Stone Plant’s Air Quality Control System (AQCS) Project which is proposed to be 
implemented to comply with the BART requirements of the RHR.  
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R.M. Heskett Station Unit 2 

In conjunction with the North Dakota Department of Health’s Reasonable Progress Goals, 
Montana-Dakota has committed to implement limestone injection at R.M. Heskett Station Unit 2 
to reduce sulfur dioxide (SO2) emissions for compliance with the RHR.  The limestone injection 
project entails replacing a portion of the sand that is currently injected into the fluidized bed of 
Unit 2 with limestone to increase capture of SO2 and is expected to be completed at a cost of 
approximately $6.5 million.  According to the State of North Dakota Regional Haze (ND Haze) 
SIP, Unit 2 must demonstrate compliance with the SO2 emissions reductions as expeditiously as 
practicable, but not later than five years from the EPA’s approval of the ND Haze SIP.  The ND 
Department of Health submitted its initial ND Haze SIP to the EPA on March 3, 2010 and 
submitted Supplement No. 1, which included its final determination on R.M. Heskett Unit 2, to 
the EPA on August 3, 2010.      

The limestone injection at R.M. Heskett Station Unit 2 is also deemed to be necessary in order 
for the unit to comply with acid gas emissions reductions required in newly proposed EPA air 
emissions regulations for coal-fired facilities and in the approximate same compliance 
timeframe.  

Coyote Station 

Montana-Dakota committed to implement separated overfire air (SOFA) at the Coyote Station to 
reduce nitrogen oxide (NOx) emissions for compliance with the RHR under the rule’s reasonable 
progress goal requirements.  Montana-Dakota is a 25 percent owner of Coyote and committed to 
this reduction with the plant’s other joint owners. SOFA involves modifying the boiler to inject 
air at different staged zones, diverting a portion of the combustion air from the burners and 
injecting it through ports located at higher levels in the boiler.  Staging the combustion air 
reduces NOx formation by cooling the flame and limiting the amount of oxygen that reacts with 
the fuel.  SOFA is expected to be completed at a cost of approximately $6 million.  According to 
the ND Haze SIP, Coyote Station must demonstrate compliance with the NOx emissions 
reductions by July 1, 2018.     

Lewis & Clark Station  

Lewis & Clark Station (L&C) must also comply with the RHR under the rule’s reasonable 
progress goal requirements.  However, the State of Montana returned administration of the RHR 
to EPA, requiring EPA to develop and implement the strategy for reducing emissions that may 
contribute to regional haze within Montana’s Class I areas.  The EPA will propose a Regional 
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Haze Federal Implementation Plan for the State of Montana in the near future that is expected to 
include emissions reductions from L&C.  Montana-Dakota recently submitted a report to the 
EPA that identified potential SO2 and NOx pollution control technologies for further reducing 
visibility impairing emissions at L&C to meet the RHR requirements.  Montana-Dakota does not 
yet know what pollution controls would be required at L&C, or the compliance timeline. 

Big Stone Plant’s Air Quality Control System  

As shown in Chapters 4 – 6 and in detailed discussion in Attachment H of this 2011 IRP report, 

Montana-Dakota is studying the proposed air quality control system at the Big Stone Plant, of 

which Montana-Dakota is a 22.7 percent owner.  The Big Stone AQCS project will also be 

required to comply with the RHR and the South Dakota Regional Haze State Implementation Plan 

("SD Haze SIP") as well as the State of South Dakota’s associated rules. The Big Stone AQCS 

project is estimated to cost a total of $489 million. 

The SD Haze SIP and its implementing rules require that the Big Stone AQCS be installed as 

expeditiously as practicable, but not later than five years from the EPA’s approval of the SD 

Haze SIP, which was filed on January 21, 2011, resulting in the Big Stone AQCS project 

required as early as 2016.  
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Executive Summary 

This attachment describes the proposed Air Quality Control System Project at the Big 

Stone Plant (the "Big Stone AQCS" or "AQCS Project").  Montana-Dakota Utilities Co. 

(Montana-Dakota) owns a 22.7 percent share of the Big Stone Plant. The Big Stone 

AQCS is needed to comply with the federal Clean Air Act ("CAA"), federal air 

quality regulations that address regional haze, and the South Dakota Regional Haze 

State Implementation Plan ("SD Haze SIP") as well as the State of South Dakota’s 

associated rules. The AQCS Project will include installation of the following air pollution 

control equipment: 

• Selective Catalytic Reduction with Separated Overfire Air (SCR/SOFA), 

to reduce nitrogen oxide (NOx) emissions; 

• Semi-Dry Flue Gas Desulfurization (FGD), to reduce sulfur dioxide (SO2) 

emissions; and 

• A Baghouse, to reduce particulate matter (“PM”) emissions. 

The SD Haze SIP and its implementing rules require that the Big Stone AQCS be installed 

as expeditiously as practicable, but not later than five years from the U.S. Environmental 

Protection Agency's ("EPA's") approval of the SD Haze SIP. The SD Haze SIP was filed 

with the EPA on January 21, 2011.  Montana-Dakota and the other Big Stone co-owners 

project that Big Stone AQCS operation and emissions compliance may be required as 

early as 2016.   

The AQCS Project is required for the Big Stone Plant to comply with the CAA and the SD 

Haze SIP and its implementing rules, Administrative Rules of South Dakota Chapter 

74:36:21. According to the South Dakota Department of Environment and Natural 

Resources' ("DENR") Best Available Retrofit Technology ("BART") determination, the 

suite of control technologies to be implemented in the Big Stone AQCS will reduce 

emissions to a level at which the Plant would not contribute to visibility impairment in the 

Boundary Waters and Voyager's Class I areas in Minnesota, Isle Royale National Park in 
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Michigan, the Badlands National Park in South Dakota, and the Theodore Roosevelt 

National Park in North Dakota. 

Because the BART requirement is a direct requirement individually determined for Big 

Stone, the only alternative to installing the AQCS Project and achieving regulatory 

compliance is to cease operations at the facility as it is currently configured. 

The total capital cost for the Big Stone AQCS is estimated to be $489.4 million (2015$) 

with an accuracy of +/- 20 percent. Montana-Dakota’s share of these costs is 

approximately $111.1 million. Additionally, the plant owners anticipate that installation 

of activated carbon injection (ACI) mercury control on the Plant, at an estimated cost of 

$5,012,700, will be required under different federal regulations. This control equipment 

will be installed concurrently with the AQCS. 

As shown in Appendix A to this Attachment, an analysis developed by Burns & 

McDonnell for the Big Stone Plant co-owners, upon request by Otter Tail Power 

Company – the operator of the Plant, compared installation of the AQCS Project to several 

alternatives for providing energy from a generation resource other than the Big Stone Plant 

– the options for repowering or retiring and replacing the Plant with natural gas.  Burns & 

McDonnell’s analysis shows that, under multiple scenarios that consider potential changes 

in capital, operating and maintenance (O&M), and fuel costs, the installation of the Big 

Stone AQCS is the least-cost option.  The Burns & McDonnell study was based on inputs 

provide by Otter Tail Power Company but provided an analysis for the co-owners of the 

alternatives available in lieu of the AQCS Project. 

As shown in Chapters 4 - 6 and Attachment C, Montana-Dakota conducted a separate 

analysis of the Big Stone AQCS. Montana-Dakota’s analysis also showed the Big Stone 

AQCS to be cost effective relative to retrofit or plant closure and replacement. This 

conclusion does not change when considering the potential for additional costs that may be 

imposed by anticipated environmental regulation, and does not change when considering 

the range of CO2 values under realistic assumptions on when carbon costs might possibly 

be imposed. 
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Big Stone Plant Description 

The Big Stone Plant (“Plant”) is located in Grant County, South Dakota, 2.5 miles northwest 

of Big Stone City, South Dakota, which is on the Minnesota-South Dakota border. Big 

Stone is rated at 495 MW gross and 475 MW net electrical output. The Plant has three 

owners – Montana-Dakota with 22.7 percent of the Plant, Otter Tail Power Company 

with 53.9 percent, and NorthWestern Energy with 23.4 percent.  Otter Tail Power 

Company is the operator of the Plant.  The three utility company owners use the Plant to 

provide electricity to customers in their South Dakota, North Dakota, Montana, and 

Minnesota service areas. The Plant began commercial operation on May 1, 1975. 

The Plant was constructed and operates as a baseload facility with load following 

capabilities. Load following is the ability for the unit to adjust its output between full load 

and partial load to meet the demands of the system.1 The Plant is one of the two largest 

baseload generating resources for Montana-Dakota. The Plant also provides electricity, 

steam and water to the adjacent POET Biorefining Ethanol Plant. 

The Big Stone Plant has a single generating unit and receives its fuel by rail from Wyoming. 

The Big Stone Plant burns low sulfur PRB fuel to limit sulfur dioxide emissions. Particulate 

emissions are controlled by a baghouse. An overfire air system provides nitrogen oxide 

control. 

The Plant is a zero-liquid discharge facility, meaning that no process water used in Plant 

operations leaves the site other than through evaporation. Big Stone Lake is the water 

source for the Plant. Water can only be taken from the lake when lake levels are at or 

above levels prescribed in water appropriations permits issued by the South Dakota 

DENR. The water is stored in a cooling pond for use in the condenser for cooling. The 

Plant also has an evaporation pond and holding pond for maintaining water quality as well 

as a brine concentrator used to control water chemistry in the cooling pond. 

                                                 
1 For example, during certain times of the year the Plant’s output will be low at night, as demand is low. 
The Plant will then increase output in the morning as the system load increases. Late in the evening the 
Plant will decrease its output as load decreases. 
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The Big Stone Plant has a dry on-site ash disposal area that has been permitted by the 

South Dakota DENR since initial Plant operation. The ash is transported to the disposal 

area with conventional earthmoving equipment. The site is underlain with native clay, which 

serves as a barrier for the disposal area. Each portion of the designated disposal area is 

covered with clay and topsoil once it is filled to capacity, and groundwater monitoring has 

been conducted since before Plant operations began. 

Requirement to Implement the Big Stone AQCS Project 

The federal Clean Air Act established a national goal of remedying any existing and 

preventing any future impairment of visibility from man-made air pollution in specified 

“Class I” areas of the United States.2 Class I areas include 156 national parks and 

wilderness areas. EPA promulgated the Regional Haze Rule (“RHR”) in 1999 to address 

visibility impairment in these areas, and in 2005 published a revised rule that provided 

guidelines for control technology determinations under the RHR.3 State environmental 

agencies like the South Dakota DENR and North Dakota Department of Health (NDDH) 

are required to submit State Implementation Plans (“SIPs”) to EPA that develop and 

implement their strategy to reduce emissions that may contribute to regional haze, and to 

set reasonable progress goals toward meeting the goal of no man-made visibility 

impairment in Class I areas by 2064. 

Of the multiple CAA requirements for state regional haze programs, among the most 

significant requirements is the requirement to install Best Available Retrofit Technology 

(“BART”) on major air emission sources, including existing electric generating units, that 

were placed into operation between 1962 and 1977.4 The BART requirement is designed 

to determine appropriate air pollution control equipment to retrofit on major air emission 

sources that were constructed before the applicability of the New Source Review program 

                                                 
2 42 U.S.C. § 7479 (CAA § 169A). 
 
3 40 C.F.R. §§ 51.300 to 51.309 (“Protection of Visibility”) & App. Y (“Guidelines for BART 
Determinations Under the Regional Haze Rule”). 
 
4 See 42 U.S.C. § 7491(b)(2)(A) (CAA § 169A(b)(2)(A)). 
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in the late 1970s.5 The Big Stone Plant became operational in 1975 and is among the 

newer plants subject to the BART requirement. 

The South Dakota DENR is the agency responsible for developing the SD Haze SIP, 

which includes the determination of BART emission controls for air emission sources in 

the state that are subject to the BART requirement. A regional haze SIP includes extensive 

emission and visibility impact analysis, establishing goals for reasonable progress in 

improving visibility, development of a long term strategy, and determination of BART 

requirements for individual facilities.6 The process of preparing the SIP also includes 

opportunities for public comment, consultation with Federal Land Managers, and review 

of proposed plans by neighboring states. 

The DENR recently determined that the Big Stone Plant is both BART-eligible and 

subject to BART, based upon air dispersion modeling indicating that the Plant reasonably 

contributes to visibility impairment in certain Class I areas in South Dakota, North Dakota, 

Michigan, and Minnesota.7 The DENR therefore determined that BART must be installed 

on the Big Stone Plant. 

Since BART is a case-by-case determination for each unit that is subject to BART, the 

DENR evaluated available control technology for particulate matter (“PM”), sulfur 

dioxide (“SO2”) and nitrogen oxides (“NOX”), based on its technical feasibility, cost, non-

air impacts, remaining useful life of the source, and projected reduction of visibility 

                                                 
5 While emission standards had been applied to electric generating units in other Clean Air Act programs 
before the late 1970s, the New Source Review program was not yet in place. The New Source Review 
program initiated the requirement that new major sources of air emissions install Best Available Control 
technology as part of their construction permit requirements. See 42 U.S.C. § 7475(a)(4) (CAA § 
165(a)(4)). 
 
6 South Dakota’s full SIP contains these elements, and can be found online at: 
http://denr.sd.gov/des/aq/publicnotices/RegionalHazeSIPDraft.pdf. 
 
7 The South Dakota DENR determined that, based on air dispersion modeling results, the Big Stone Plant 
would be reasonably anticipated to contribute to an impairment of visibility at the following Class I Areas: 
Badlands National Park in South Dakota, Theodore Roosevelt National Park in North Dakota, Isle Royale 
National Park in Michigan, and Voyagers National Park and the Boundary Waters Canoe Area in 
Minnesota. The detailed technical analysis and associated modeling results are fully set forth in the SD 
Haze SIP, §§ 6.1.3, Otter Tail Power Company-Big Stone I, and 6.2, Otter Tail Power Company’s 
Modeling Results.  Otter Tail Power Company is the operator of the Plant. 
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impacts.8 After considering information on the available control technology options, the 

DENR assessed the visibility improvement to be expected from the installation of air 

pollution control technology on the Big Stone Plant, in eight different configurations.9  

Based on its extensive technical analysis, the South Dakota DENR made a final 

determination that the following control technology constitutes BART for the Big Stone 

Plant: 

• Selective Catalytic Reduction with Separated Overfire Air (“SCR,” 

“SOFA,” and collectively, “SCR/SOFA”), for NOX, which provides the 

highest level of control of the control equipment found to be feasible; 

• Semi-Dry Flue Gas Desulfurization (FGD), for SO2,10 which provides 

slightly less than the highest level of SO2 control of the control equipment 

found to be feasible, but which SD DENR found to have less visibility 

impact than the top-ranked option for SO2, when modeled in combination 

with the selected NOX and PM BART controls;11 and 

• A Baghouse, for PM, which provides the highest level of control of the 

control equipment found to be feasible.12 

                                                 
8 Id. at §§ 6.3.1, Particulate BART Review, 6.3.2, Sulfur Dioxide BART Review, and 6.3.3, Nitrogen 
Oxide BART Review. 
 
9 Id. at § 6.3.4, Visibility Impact Evaluations. 
 
10 The most common semi-dry FGD system is the lime Spray Dryer Absorber (SDA) using a baghouse for 
downstream particulate collection. This Attachment addresses the spray dryer FGD process. Two other 
variations, the Novel Integrated Desulfurization (NIDTM) and Circulating Dry Scrubber are similar 
technologies that achieve similar levels of control effectiveness. They primarily differ by the type of reactor 
vessel used, the method in which water and lime are introduced into the reactor and the degree of solids 
recycling. Due to the similar nature of the different semi-dry technologies and the similar levels of control 
efficiency achieved by all the technologies, semi-dry technologies are grouped together for purposes of this 
Attachment. 
 
11 South Dakota noted that the Big Stone Plant had already switched from lignite coal to sub-bituminous 
coal from the Powder River Basin. This coal has one of the lowest sulfur contents available. SD Haze SIP, 
§ 6.3.2.2, Technically Feasible Sulfur Dioxide Control Technologies. 
 
12 Note that while its current baghouse represents BART, the baghouse will have to be replaced to 
accommodate the additional flue gas draft requirements that will be caused by the upstream installation of 
the semi-dry FGD and SCR/SOFA systems. 
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The emission limitations represented by installation of these control technologies on the 

Big Stone Plant were determined to constitute BART, and the equipment required by the 

SD Haze SIP must be installed and operational as expeditiously as practicable but not later 

than five years from EPA’s approval of the SD Haze SIP. As part of the SD Haze SIP, 

South Dakota implemented its BART determination by placing the related emission 

limitations into its state rules.13 Administrative Rules of South Dakota Chapter 74:36:21 

requires these controls to be installed on existing coal-fired power plants that are subject to 

BART by establishing the related emission limitations for SO2, NOX and PM that reflect 

the installation of the BART control technology.14 For Montana-Dakota’s electric 

generating facilities, the Big Stone Plant is the only plant to which BART applies. 

The EPA could require changes in aspects of the SD Haze SIP as part of its review. EPA 

reviewed and provided comments to the South Dakota DENR throughout the development 

of the SD Haze SIP. EPA’s latest comments to the DENR related to the form of the final 

emission limitations and their associated compliance monitoring requirements, and other 

parts of the SD Haze SIP not related to the Big Stone AQCS. The EPA did not disagree 

with the control technology chosen as BART for the Big Stone Plant, and adjustments to 

the form of final emission limits and compliance monitoring requirements would be 

unlikely to change the determination of the control equipment required by the DENR 

under BART, particularly as the DENR chose the combination of controls predicted by air 

dispersion modeling to provide the greatest degree of visibility improvement. 

                                                 
13 See SD Haze SIP, § 6.4, BART Requirements. 
 
14 S.D. Admin. R. 74:36:21:06, BART Determination for a BART-eligible Coal-fired Power Plant, 
establishes the emission limitations for particulate, sulfur dioxide and nitrogen oxides. The rules were 
approved by the South Dakota Board of Minerals and Environment on September 15, 2010, and by the 
South Dakota Interim Rules Review Committee on November 17, 2010. The rules were filed with the 
South Dakota Secretary of State on November 17, 2010, and became effective twenty (20) days later, on 
December 7, 2010. Upon filing with the South Dakota Secretary of State, the adoption of the rules is 
complete. S. D. Codified Laws § 1-26-6. The rules are then “provisionally effective” on the 20th day after 
filing with the Secretary of State. The “provisionally effective” period allows the Interim Rules Committee 
to act to suspend the rule, but provides that “[u]nless suspended, a provisionally effective rule shall be 
enforced by the agency and the courts as if it were not so conditioned.”  Id. (emphasis added). 
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The comparison of emission limitations in the Big Stone Plant’s current South Dakota 

DENR air quality permit with the emission limitations that represent the DENR’s BART 

determination are shown in Table 1. 

Table 1 – Big Stone Emission Limits 

 Current Permit BART Rule 

SO2 3.0 lb/MMBtu 0.09 lb/MMBtu 

PM10 0.26 lb/MMBtu 0.012 lb/MMBtu 

NOX 0.86 lb/MMBtu 0.10 lb/MMBtu 

According to South Dakota DENR’s BART determination, the suite of control 

technologies to be implemented in the Big Stone AQCS reduce emissions to a level at 

which the Plant would not reasonably contribute to visibility impairment in the Boundary 

Waters and Voyager’s Class I areas in Minnesota, Isle Royale National Park in Michigan, 

the Badlands National Park in South Dakota, and the Theodore Roosevelt National Park in 

North Dakota.15 

Detailed Description of the Big Stone AQCS Project 

The Big Stone AQCS Project consists of a semi-dry FGD system with a new baghouse, 

anhydrous-based SCR, SOFA, Activated Carbon Injection (“ACI”), and the associated 

ancillary balance-of-plant systems. The Big Stone co-owners have included in the AQCS 

the design and installation of an ACI for control of mercury emissions in anticipation that 

such requirements will be imposed by the EPA within the timeframe of the AQCS Project 

construction schedule.  

At the Big Stone co-owners’ request, Sargent & Lundy conducted a conceptual design 

study and prepared estimated costs for the AQCS needed to comply with the South Dakota 

DENR BART determination. 

                                                 
15 See SD Haze SIP, § 6.3.4, Visibility Impact Evaluations. 
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This section describes the AQCS in detail, while the implementation schedule and cost of 

the AQCS Project are discussed in the sections that follow. 

Semi­Dry Flue Gas Desulfurization 

The semi-dry FGD system is focused on the control of SO2 emissions, and includes spray 

dryer absorbers, a baghouse, lime and recycle preparation, and solid waste handling. The 

spray dryer absorbers and baghouse are installed on the Plant downstream of the air heater. 

In a semi-dry FGD system, flue gas is brought into contact with lime slurry in a spray 

dryer absorber (“SDA”) vessel. This process uses pebble quicklime (CaO) that must be 

hydrated before use. Pebble lime will be delivered to the Plant site via truck and stored in a 

silo. Lime will then transfer to a slaker where the hydration (water mixed with lime) 

occurs. SO2 absorption takes place in the SDA. Additional SO2 removal takes place in the 

baghouse, downstream of the SDA. Calcium reacts with the SO2 to form two waste solids, 

sulfate (CaSO4) and sulfite (CaSO3). 

The dried solids are entrained in the flue gas, exit the SDA along with the fly ash from the 

boiler, and will be collected in a baghouse. Waste collected in the baghouse is 

pneumatically transported to either a waste storage silo or a recycle silo. The recycle silo is 

located above the waste slurry preparation area. From the recycle silo, the dry waste flows 

to a premix tank where it is combined with water. The slurry overflows to a recycle 

holding tank, which then overflows into a recycle slurry storage tank. This recycle system 

allows the lime to be passed through the SDA several times, mainly to reduce lime 

consumption. Semi-dry FGD waste not utilized in the recycle silo will be sent to a waste 

storage silo then loaded into trucks and sent to a landfill for disposal. 
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Illustration of “Semi­Dry Flue Gas Desulfurization” Unit 

 

 

 

Selective Catalytic Reduction with Separated Overfire Air 

SCR/SOFA technology is focused on the control of NOX emissions. SCR is a post-

combustion technology that uses catalyst elements, which are housed in a reactor that is 

installed in the flue gas stream upstream of the air heater. The process utilizes ammonia, 

which reacts with NOX in the presence of a catalyst to reduce the NOX to nitrogen and 

water. 

In this process, ammonia is injected into the flue gas stream well ahead of the catalyst, so 

the ammonia and NOX are uniformly distributed as they reach the catalyst. The target 

temperature window for the flue gas is 625°F ± 25°F to 750°F ± 25°F. Flue gas exiting the 

SCR reactor will contain low concentrations of unreacted ammonia (called ammonia slip). 

Ammonia slip is limited to 2 ppmvd (parts per million, volumetric, dry) (at 3 percent O2) 

at the SCR outlet. A higher slip value usually indicates that catalyst is beyond its life and is 

losing effectiveness at reducing NOX. 
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Illustration of “Selective Catalytic Reduction” Unit 

 

The SOFA system is designed to provide optimum mixing of the balance of combustion 

air with the main combustion zone flue gas during the second stage of combustion within 

the furnace region of the Plant’s cyclone boiler.  

Activated Carbon Injection 

ACI technology is focused on the control of mercury emissions. ACI uses powdered-

activated carbon (“PAC”), which is pneumatically injected into the flue gas stream prior to 

the particulate collection equipment, to capture both elemental and ionic mercury (“Hg”). 

PAC will be delivered to the Plant site by truck and pneumatically unloaded into a silo by 

a blower located on the truck. PAC is then blown into the top of the silo and then settles to 

fill the vessel. Fluidized PAC is then transferred from the silo cone through a rotary airlock 

feeder into a gravimetric feeder. After the gravimetric feeder, the PAC falls into an eductor 

and is blown through a piping system and distributed to an array of injection lances that 

disperse the PAC into the cross-section of the flue gas ductwork upstream of the 

particulate control device. In the ductwork, PAC mixes with flue gas and the vapor-phase 

Hg is adsorbed on the surface of the PAC particle. The Hg laden PAC particles then are 

captured in the particulate collection device. 
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Balance of Plant Modifications 

In order to install and successfully operate the control technologies that are part of the 

AQCS Project, the Big Stone co-owners also must make the following balance of plant 

modifications at the Big Stone Plant: 

• Modify boiler to deliver flue gas at the required temperature for operation 

of the SCR and to maintain or improve boiler efficiency; 

• Replace existing baghouse; 

• Replace ID fans; 

• Reinforce the boiler and duct work; and 

• Modify plant electrical infrastructure. 

The following schematic depicts the AQCS system as it will be installed at the Plant. 

Illustration of Big Stone Plant with Proposed AQCS Project 
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Implementation Schedule 

The SD Haze SIP and its implementing rules require that the Big Stone AQCS be 

installed, operated, and shown to comply as expeditiously as practicable, but not later than 

five years from the EPA’s approval of the SD Haze SIP.16 As a result, if EPA approves the 

SD Haze SIP in 2011, the Big Stone AQCS will be required to be operational as early as 

2016.  

The final deadline for BART compliance will be set by the EPA’s approval date, and EPA 

has eighteen months to review a SIP submission.  In addition, EPA has the discretion to 

partially approve a SIP submittal, so there is also the possibility that EPA could decide to 

approve the Big Stone BART determination in advance of other elements of the SD Haze 

SIP. This leaves the Big Stone co-owners under the obligation to proceed with the AQCS 

Project as expeditiously as practicable, and within the timeframe needed to meet a five 

year compliance deadline that could end as early as 2016.17 

The exact compliance deadline is not now known, and is not in the Big Stone co-owners’ 

control to determine. The Big Stone AQCS is a large undertaking that will take several 

years to complete. The main implementation steps include detailed engineering work in 

2011, with procurement of major components of the AQCS starting in 2012. The 

construction phase would continue into 2015. Once constructed, the AQCS will need to be 

tied in to the Plant, which has to be done during a scheduled outage of the Plant in 2015. 

Because a scheduled outage is required, slippage of the project schedule could ultimately 

cause significant delay until there is another opportunity to schedule an outage for the 

Plant. Testing to demonstrate the compliance of the AQCS with the BART emission limits 

will need to occur within six months of the tie in of the AQCS, and in time to start 

compliant operation before the final compliance deadline. 

                                                 
16 S.D. Admin. R. 74:36:21:07, Installation of Controls based on Visibility Impact Analysis or BART 
Determination; SD Haze SIP § 6.4, BART Requirements. The SD DENR plans to submit the SD Haze SIP 
to EPA prior to January 15, 2011. 
 
17 See 74 Fed. Reg. 2392 (Jan. 15, 2009). In general, the CAA requires EPA to act on a SIP submission 
within 14 to 18 months of its submission, and allows EPA to approve parts of a SIP that meet applicable 
requirements. 42 U.S.C. § 110(k) (CAA § 110(k)). 
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Cost Estimate 

The estimate of the capital costs to install the AQCS Project at the Big Stone Plant, 

including the semi-dry FGD scrubber, SCR/SOFA, new baghouse and balance of plant 

changes, escalated to an in-service date of late 2015, is $489,397,400, with an accuracy of 

+/-20 percent. Installation of ACI mercury control on the Plant is estimated to cost an 

additional $5,012,700. 

The capital cost estimate was prepared for the Plant’s co-owners by Sargent & Lundy, 

which was selected as the engineering firm for the AQCS Project as part of a request for 

proposal process that considered cost, experience, and expertise. Sargent & Lundy was 

both the lowest cost firm and the firm that has performed the engineering on more projects 

like the AQCS Project than any other firm in the country. In particular, Sargent & Lundy 

has been involved with 57 percent of the dry FGD projects, 46 percent of the wet FGD 

projects, and 30 percent of the SCR projects in the industry. 

Sargent & Lundy’s detailed explanation of the basis for the capital cost estimate was based 

on a conceptual design of the project and Sargent & Lundy’s experience with similar 

projects. As the Big Stone AQCS Project is still at the early stages of the engineering 

process, the estimate includes a contingency range of +/-20 percent. 

The cost estimate has been compared against similar projects that Sargent & Lundy have 

completed, and then adjusted for plant size and year in-service. The results on an equalized 

basis show that the cost estimate is consistent with other comparable projects. Large 

retrofit projects such as the AQCS Project at the Big Stone Plant typically contain very 

unique features that result from physical or operating constraints present at the existing 

plants. These unique conditions often make comparing one project to the other difficult. 

For example, some plants have considerable space available for new equipment while 

others are limited in space, and some plants have design margin in their auxiliary power 

systems, draft systems, etc., while other plants have no or limited available design margin 

in their existing systems. Consequently, the cost data from projects completed by Sargent 

& Lundy, as well as publicly available data from semi-dry FGD and SCR projects 

completed in the years 2006 to 2010, fall within a fairly wide range of values from 
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$525/kWg to $850/kWg in 2010$. Using this cost range as a benchmark, the AQCS Project 

at the Big Stone Plant is consistent with other comparable projects in that the AQCS 

Project falls near the midpoint of the range of historical costs at a value of approximately 

$617/kWg. In addition to the capital cost, there will be an additional ongoing cost to 

operate and maintain the AQCS Project equipment. It is estimated that in 2016, the 

expected first full year of operation, the additional cost to operate the equipment would be 

approximately $11 million (including escalation). The additional operating and 

maintenance cost would add approximately $3.50 to the cost to produce a MWh of energy, 

or $.0035 per kWh, based on the Plant’s net dispatchable energy generation of 3,120,750 

MWh. The total operating and maintenance cost for the Plant in 2016 with an AQCS 

Project will be $27.3 million. The biggest operational cost increase (approximately two-

thirds of the operational cost increase) is caused by the lime and ammonia necessary to 

operate the SCR and semi-dry FGD, as well as the addition of employees at the Plant.  The 

addition of ACI mercury control would add an operating and maintenance cost of 

approximately $2 million per year. This would translate to approximately $0.65 increase to 

the cost to produce a MWh of energy, or $0.00065 per kWh. 

Efforts to Ensure Lowest Reasonable Costs 

To ensure lowest reasonable cost, the Big Stone co-owners will (1) use a request for 

proposal to select the lowest evaluated cost; (2) use a single erection contractor to manage 

installation to ensure coordinated site work; (3) use separate requests for proposal for each 

major portion of the AQCS Project to allow for competition in the bidding process; and (4) 

aggressively manage the project to assure lowest reasonable cost. 

Alternatives to Big Stone AQCS Project 

The Big Stone co-owners are proposing to undertake the Big Stone AQCS Project in order 

to comply with the SD Haze SIP and its associated implementing rules. The SD Haze SIP 

specifies the control technology that represents BART for the Big Stone Plant and 

establishes emission limitations to reflect installation of the BART technology. The 

emission limitations reflect the emissions expected from installation and proper operation 
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of an AQCS at the Big Stone Plant consisting of a semidry FGD, SCR/SOFA and 

baghouse. Because the BART requirement is a direct requirement that has been 

individually determined for the Big Stone Plant, the only alternative to installing the 

AQCS and achieving regulatory compliance is to cease operations at the facility. 

Reasonableness of Big Stone AQCS Project  

The South Dakota DENR is the state agency responsible for implementing federal CAA 

requirements to reduce emissions that may contribute to regional haze from emitting 

facilities located in South Dakota, including the Big Stone Plant. After conducting a 

thorough analysis of pollution control options, the DENR determined that the control 

technologies in the AQCS Project must be required. As a result, the Big Stone co-owners 

must design, construct, install and operate the AQCS by the compliance deadline 

established by the DENR, or the Plant will not be able to continue operation as currently 

configured. 

The Big Stone co-owners also completed an assessment of anticipated state and federal 

environmental regulations and the costs that could be expected to be imposed to achieve 

compliance. The analysis shows that the AQCS Project would consist of the most effective 

feasible air emission controls on the Big Stone Plant for several regulated pollutants. In 

addition to the AQCS Project required by the SD Haze SIP and South Dakota regulations, 

compliance costs that could reasonably be expected to materialize concern EPA 

regulations to reduce mercury emissions and regulations that may impose additional costs 

to dispose of coal waste. 

Burns & McDonnell was retained by Otter Tail Power Company on behalf of the Big 

Stone co-owners to perform a pro forma economic analysis of the Big Stone AQCS 

Project.  The Burns & McDonnell analysis, included as Appendix A to this Attachment, 

provides a pro forma economic model for each of the following scenarios: 

• Implementing the Big Stone AQCS Project, as the Big Stone co-owners have 

proposed; 

• Repowering the Big Stone boiler with natural gas; 
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• Retiring/Replacing the Big Stone Plant with CCGT Plant; and 

• Retiring/Replacing the Big Stone Plant with a CCGT Plant and purchased wind 

power. 

The analysis compared installation of the AQCS Project to several alternatives for 

providing energy from a generation resource other than the Big Stone Plant – the options 

for repowering or retiring and replacing the Plant with natural gas.  The analysis shows 

that, under multiple scenarios that consider potential changes in capital, O&M, and fuel 

costs, the Big Stone AQCS Project is the most cost-effective option.  The Burns & 

McDonnell study was based on inputs provide by Otter Tail Power Company but provided 

an analysis for the co-owners of the alternatives available in lieu of the AQCS Project.   

As shown in Chapters 4 - 6 and Attachment C, Montana-Dakota also conducted a separate 

analysis of the Big Stone AQCS. Montana-Dakota’s analysis also showed the Big Stone 

AQCS Project to be cost effective relative to retrofit or plant closure and replacement. This 

conclusion does not change when considering the potential for additional costs that may be 

imposed by anticipated environmental regulation, and does not change when considering 

the range of CO2 values under realistic assumptions on when carbon costs might possibly 

be imposed. 

The Big Stone co-owners’ analysis of the operational impacts of the above scenarios 

demonstrates that the AQCS Project can be implemented to assure that the current 

function of the Big Stone Plant in the Big Stone co-owners’ systems is maintained, 

including dispatchable baseload and load following capability. In contrast, the scenarios 

without the AQSC Project would dramatically increase the exposure of the customers to 

the market price of power and to fluctuations in the price of natural gas, while reducing the 

load following capability of the Plant. 
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BIG STONE PRO FORMA ECONOMIC ANALYSIS – 

MODELING RESULTS 



 

9400 Ward Parkway • Kansas City, Missouri 64114-3319 
Tel:  816-333-9400 • Fax:  816-333-3690 • www.burnsmcd.com 

 

March 29, 2011 
 
 
Mr. Mark Rolfes 
Manager, Generation Development  
Otter Tail Power Corporation 
215 South Cascade Street 
Fergus Falls, MN 56538 
 
Re: Big Stone Plant Pro Forma Economic Analysis – Modeling Results 

BMcD Project No. 57975 
 
Dear Mr. Rolfes: 
 
Burns & McDonnell (BMcD) has been retained by Otter Tail Electric Power Company (Otter 
Tail) to perform a pro forma economic analysis (Analysis) of the air quality control system 
(AQCS) proposed to be installed on the existing Big Stone Plant (BSP).  The AQCS option will 
be compared to several alternatives for providing energy from a generation resource other than 
BSP.  The Analysis includes preparing a pro forma economic model for each of the following 
cases. 

• BSP with AQCS 
• BSP Retrofitted to Burn Natural Gas (BSP on NG) 
• A Combined Cycle Plant to Replace BSP (CCGT) 
• A Combined Cycle Plant Combined with Wind Energy Purchases to Match the BSP 

Energy Production (CCGT + Wind) 

Screening level pro forma economic models were prepared to determine the levelized cost of 
power for each alternative over a 20 year planning period.  These levelized energy costs can be 
compared to one another to determine the relative economic attractiveness of each of the options 
under consideration. 

Modeling Inputs 
The following inputs were provided to BMcD from Otter Tail’s recently filed Integrated 
Resource Plan (IRP). 

o O&M Inflation      3.0% per annum 

o Capital Cost Inflation      4.0% per annum 

o Interest Rate      

o Return on Equity     

o Discount Rate      
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o Market Price of Wind Power (2009 $, excluding PTC)  

o Fuel Cost Forecast      Table 1 

 

The following inputs were provided to BMcD based on Otter Tail’s internal estimates for the 
BSP options. 

• BSP with AQCS     

o Net Plant Output      475 MW 

o Net Plant Heat Rate      10,715 Btu/kW 

o Net Plant Capacity Factor     75% 

o Capital Cost of AQCS (2016 $)    $490 million 
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o Annual O&M Cost (Fixed & Variable 2016 $)  $27.3 million 

• BSP on NG     

o Net Plant Output      475 MW 

o Net Plant Heat Rate      10,023 Btu/kW 

o Net Plant Capacity Factor     75% 

o Conversion Capital Cost (2016 $)    $147 million 

o Annual O&M Cost (Fixed & Variable 2016 $)  $13.0 million 

• CCGT and CCGT + Wind    

o BSP Decommissioning Cost (2016 $)   $21.3 million 

• All Natural Gas Fired Options    

o Linear Facility Capital Cost (2016 $)    $120 million 

The following inputs were developed by BMcD from recent project experience. 

• CCGT     

o Net Plant Output      475 MW 

o Net Plant Heat Rate      6,680 Btu/kW 

o Net Plant Capacity Factor     75% 

o Capital Cost (2010 $)      $402 million 

o Annual Fixed O&M Cost (2010 $)    $8.50/kW-year 

o Annual Variable O&M Cost (2010 $)   $4.30/MWh 

• CCGT + Wind 

o Combined Cycle Net Plant Output    475 MW 

o Combined Cycle Net Plant Heat Rate    6,680 Btu/kW 
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o Combined Cycle Net Plant Capacity Factor   35% 

o Combined Cycle  Capital Cost (2010 $)   $402 million 

o Combined Cycle Annual Fixed O&M Cost (2010 $)  $8.50/kW-year 

o Combined Cycle Annual Variable O&M Cost (2010 $) $4.30/MWh 

o Capacity Factor of Wind Purchases    40% 

o Levelized Value of Production Tax Credit (PTC) (2009$) $20/MWh 

 

The combined cycle cost estimates and performance values presented above for the CCGT and 
CCGT + Wind options are based on recent project experience.  These values are based on a 
typical cost for an unfired 2 on 1 GE FA.05 combined cycle plant.  Although a plant of this type 
will have an output in the range of approximately 600 MW, only the first 475 MW of capacity 
was considered in this Analysis, in order to compare the options on a consistent basis.  The total 
capital cost presented above was calculated based on the dollar per kilowatt installed cost of an 
unfired 2 on 1 GE FA.05 combined cycle plant, multiplied by 475 MW.  The heat rate values 
presented above are based on typical unfired 2 on 1 GE FA.05 combined cycle plant 
performance.  The annual fixed O&M and variable O&M values are also based on typical 
unfired 2 on 1 GE FA.05 combined cycle plant costs and the variable O&M values included 
major maintenance costs. 

The capacity factor for wind purchases considered in the Analysis is based on an assumed 
capacity factor for a typical wind farm in this region of the country.  The levelized value of the 
PTC used in the analysis is based on the current legislation and the impact to the levelized cost of 
power for a typical wind farm, based on recent project experience. 

Base Case Results 
Each of the alternatives listed above was evaluated in a pro forma economic model to determine 
a screening level energy cost.  These costs can be compared to determine the relative economic 
attractiveness of each of the alternatives considered.   

The capital and O&M costs for BSP with AQCS and BSP on NG were provided to BMcD by 
Otter Tail in 2016 dollars.  These values were input directly into the model without additional 
escalation applied, other than annual O&M escalation for year to year operations.  The year to 
year escalation rate of three percent was used consistent with Otter Tail’s IRP filing. 
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Capital and O&M costs for the CCGT option were taken from recent BMcD experience.  These 
values were developed in 2010 dollars, and were escalated four percent per year for capital and 
three percent per year for O&M to 2016 dollars, consistent with Otter Tail’s IRP modeling 
assumptions.   

In the CCGT + Wind case, BMcD estimated that a 40% capacity factor could be provided by 
market wind energy purchases.  The $71/MWh cost of market wind energy purchases in 2009 
dollar provided by Otter Tail was used as a starting point to determine the price of market wind 
energy to use in this Analysis.  The CCGT + Wind option evaluated in the base case included the 
value of the PTC.  No option was considered in the base case without the PTC.  A value of the 
PTC of $20/MWh in 2009 dollars was deducted from the market wind energy purchases price to 
arrive at a 2009 cost of wind power of $51/MWh including the value of the PTC.  This value was 
escalated by four percent per year to 2016 dollars resulting in a levelized market price of wind 
energy of $67.11 to use in the economic modeling.  The remaining energy would be produced by 
a combined cycle plant.  For purposes of this Analysis, a 475 MW combined cycle plant was 
utilized, equivalent to BSP.  This facility would operate at a 35 percent capacity factor to achieve 
an annual energy production equivalent to BSP.  Current combustion turbine technology results 
in combined cycle plant net capacities in the range of 615 MW.  The capital cost in this Analysis 
was based on the dollar per kilowatt estimates from for a 615 MW facility, assuming that Otter 
Tail would own a 475 MW share in a facility of this size. 

For each of the alternatives to BSP with AQCS, $120 million was added to cover the costs of 
linear facilities required to support the project.  This would cover the costs to run a new natural 
gas line to the BSP plant to convert the units to burn natural gas or construct a new combined 
cycle plant at that site.  Alternatively, if a new combined cycle facility were to be constructed at 
another site, linear infrastructure would need to be constructed for natural gas, transmission 
service, and possibly water and discharge pipelines.  

For the CCGT and CCGT + Wind options a cost of $21.3 million was also added to the capital 
costs to cover the decommissioning costs for BSP. 

In addition to the decommissioning costs, Otter Tail estimated that an $82 million cost should be 
assigned to the CCGT and CCGT + Wind options to cover stranded asset costs if BSP would 
cease to operate.  This cost represents the current book value of BSP.  However, the economic 
modeling for the BSP with AQCS and BSP on NG options does not account for this remaining 
book value to be depreciated going forward.  The BSP with AQCS and BSP on NG options only 
account for the capital cost to add the new AQCS equipment or to convert to fire with natural 
gas.  The stranded asset cost was not included in the base case values, however this cost was 
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modeled as an additional scenario to determine the impact it would have on the energy cost.  It 
was determined that this scenario would add $3.81/MWh to the levelized energy cost for the 
CCGT and CCGT + Wind options. 

Otter Tail also requested that BMcD consider the impact of a high environmental cost scenario.  
This scenario consists of the inclusion of mercury emissions control requirements and potential 
ash regulations.  Otter Tail provided a $5 million additional capital cost and $2 million per year 
additional O&M cost to be included for mercury removal on the BSP with AQCS option.  Also, 
$6.66 million in additional O&M was provided for handing ash if it is categorized as a hazardous 
waste.  These three additional costs resulted in a $3.66/MWh increase in the levelized cost of 
energy for the BSP with AQCS option. 

The results of the modeling using the base case assumptions are provided in Table 2 below.    

Table 2 – Economic Modeling Base Case Results 

 
 

Based on the results of the base case Analysis presented above, BSP with AQCS is the most 
economically attractive alternative under the base case assumptions.  The second most attractive 

20-YEAR LEVELIZED BUSBAR COSTS

BSP + AQCS CCGT + Wind 
with PTC

CCGT BSP on NG

Operations Summary
Net Dispatchable Capacity (MW) 475 475 475 475
Net Dispatchable Generation Capacity Factor 75% 35% 75% 75%
Net Dispatchable Energy Generation (MWh) 3,120,750       1,456,350       3,120,750       3,120,750       
Net Wind Capacity Factor -                    40% -                    -                    
Net Wind Energy Market Purchases (MWh) -                    1,664,400       -                    -                    
Capital Cost (2016 $) 490,000,000$  621,289,115$  621,289,115$  267,000,000$  

Depreciation & Interest Basis Energy Costs
Fuel (2016$ / MWh) 40.68$           66.44$           66.44$           99.70$           
O&M (2016$ / MWh) 12.09$           13.37$           9.55$             5.78$             
Depreciation (2016$ / MWh) 8.56$             23.25$           10.85$           4.66$             
Return (2016$ / MWh) 6.10$             16.58$           7.74$             3.32$             
Interest (2016$ / MWh) 4.91$             13.34$           6.22$             2.68$             
Income Taxes (2016$ / MWh) 2.03$             5.53$             2.58$             1.11$             
Levelized Revenue Requirement (2016$ / MWh) 74.38$           138.50$          103.38$          117.25$          
Cost of Wind Energy (2016$ / MWh) -$               67.11$           -$               -$               
Combined Levelized Energy Cost (2016$ / MWh) 74.38$           100.43$          103.38$          117.25$          

Stranded Asset Cost Scenario Adder (2016$ / MWh) -$            3.81$             3.81$             -$            
Total Energy Cost Including Stranded Asset Cost (2016$ / MWh) 74.38$           104.24$          107.19$          117.25$          

High Environmental Cost Scenario Adder (2016$ / MWh) 3.66$       -$                  -$                  -$            
Total Energy Cost Including High Environmental Cost (2016$ / MWh) 78.04$           100.43$          103.38$          117.25$          
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alternative is the CCGT + Wind option, however, this option results in a 35 percent higher cost 
of energy than BSP with AQCS.  Adding in the stranded asset costs to the CCGT + Wind option 
increases the differential in cost of energy between these two options to 40 percent.  Adding in 
the high environmental cost scenario adder reduces these differentials in levelized energy costs 
to 29 percent and 34 percent respectively. 

Sensitivity Analysis 
A sensitivity analysis was prepared for each of the alternatives evaluated in the Analysis under 
the following cases: 

• Capital Cost      (plus or minus 30%) 
• Fuel Cost      (plus or minus 20%) 
• O&M Costs      (plus or minus 20%) 

A sensitivity analysis was performed to determine the impact of changes to the capital costs of 
each option.  The results of the capital cost sensitivity analysis are presented in Figure 1 below. 
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Figure 1 – Capital Cost Sensitivity Levelized Energy Costs 

 

Over the range of capital costs evaluated in this sensitivity analysis, the BSP with AQCS option 
is preferred in all instances.  Capital cost changes have a similar impact on BSP with AQCS, 
CCGT and CCGT + Wind options, since they all have relatively similar capital costs.  Capital 
cost changes have the least impact on the BSP on NG option, since it requires the least capital 
cost investment. 

A sensitivity analysis was performed to determine the impact of changes to the fuel costs for 
each option.  The results of the fuel cost sensitivity analysis are presented in Figure 2 below. 
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Figure 2 – Fuel Cost Sensitivity Levelized Energy Costs 

 

Over the range of fuel costs evaluated in this sensitivity analysis, the BSP with AQCS option is 
preferred in all instances.  Fuel cost changes have the largest impact on the natural gas-fired 
options, since natural gas has a much higher base case cost than coal.  The impact or fuel cost 
changes is reduced on the CCGT + Wind case, since more than half of the energy in that case is 
provided from wind power generation, which is unaffected by changes in fuel prices. 

A sensitivity analysis was performed to determine the impact of changes in O&M costs for each 
of the options.  The results of the O&M cost sensitivity analysis are presented in Figure 3 below. 
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Figure 3 – O&M Cost Sensitivity Levelized Energy Costs 

 

Over the range of O&M costs evaluated in this sensitivity analysis, the BSP with AQCS option is 
preferred in all instances.  O&M cost changes have relatively insignificant impacts on all of the 
options considered. 
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Conclusions 
Based on the results of this Analysis, the BSP with AQCS is the most economically attractive 
alternative of the options considered for BSP under the potential future scenarios evaluated.  The 
BSP with AQCS option results in a significantly lower levelized cost of energy than the other 
options evaluated under the base case assumptions.  BSP with AQCS option remains 
economically attractive relative to the other options considered over the range of sensitivities 
evaluated in this Analysis. 

The impact on other Otter Tail resources and Otter Tail’s integrated resource plan (IRP) was not 
evaluated in this Analysis.  Otter Tail will need to determine how a change of resource type at 
the BSP site would impact other resources in Otter Tail’s generation portfolio, as well as how a 
new resource would fit into Otter Tail’s IRP. 

If you have any questions regarding the results of this Analysis, please call Jeff Greig at 816-
822-3392 or Jeff Kopp at 816-822-4239 to discuss.   

Sincerely, 

 
Jeff Greig 
General Manager, Business & Technology Services 

 
Jeff Kopp, PE 
Development Engineer 
 
JTK 
 
cc: Mark Rolfes 
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