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History of the regulatory treatment of the Colstrip Transmission Lines
 

 

 

In 1969, Montana Power (MPC) and Puget Sound Power and Light (PSPL) began construction on Colstrip units 1 and 2, 350 MW mine mouth coal fired generating plants in southeastern Montana.  Associated with the plants was a 230 kV transmission line built to 500 kV specifications, running from Colstrip to the Broadview substation north of Billings, where they fed power into MPC’s existing 230 kV grid and delivered it to BPA for transfer to the PSPL service area.  MPC and PSPL held equal 50 percent shares in the generating plant and transmission line.  The plants went into operation in 1976 and 1977.  

In 1971, Montana passed the Utility Siting Act governing construction of power plants and transmission lines, and in 1973 amended the Utility Siting Act to become the Major Facility Siting Act.  The Act, administered by the Department of Natural Resources and Conservation, required a Certificate of Public Convenience and Necessity before construction could begin on any generating plant over 50 MW or transmission line over 69 kV (except for lines under 10 miles and under 230 kV).  Since Colstrip 1 and 2 were already under construction they were grandfathered from the Siting Act.

In 1973, MPC applied to the Montana DNRC for a siting act Certificate  to build Colstrip 3 & 4 and associated transmission lines.  The plants were 2 700 MW units, fueled by subbituminous coal from an adjacent mine owned by Western Energy, a wholly-owned subsidiary of MPC.  While MPC was the project developer, ownership was to be shared among 5 utilities: MPC would own 30 percent and the remainder shared by Pacific Power & Light (PP&L, now Pacificorp), Washington Water Power (WWP, now Avista); Portland General Electric (PGE) and PSPL.  

 

The transmission associated with the plant was to be a double circuit 500 kV line, extending from Colstrip to Broadview, and from there to Hot Springs, where they would connect into BPA's Hot Springs substation.  The single  circuit 230 line serving Colstrip 1 and 2 would be reconductored and have new insulators and would become one circuit of the new line as far as Broadview.

 

The 1973 Colstrip application triggered a 2 year study period for the DNRC to consult with interested agencies and the public, to investigate the need and impacts and alternatives, to produce draft and final EISs, and to make recommendations to the Board of Natural Resources on whether it could make the findings required by the act and whether to grant the certificate as well as what conditions to place on the certificate.  (Note that the Major Facility Siting Act had first been passed in 1971 as the Utility Siting Act and had been renamed, revised and expanded to cover coal conversion plants and pipelines in 1973.  It has since been revised extensively and currently requires no siting permit at all for generating plants, and requires review of transmission lines 230 kV and higher with a variety of exemptions.)

 

In its analysis of need and alternatives the Department concluded that MPC could not demonstrate that the plant represented "minimum environmental impact" among alternatives, as required by the Act, because the alternative of shipping coal by rail to a load center site for the plant appeared to be a cheaper alternative with no greater overall impact.  Accordingly the Department recommended in 1975 that the Board of Natural Resources turn down the permit.  The Department had studied, but made no recommendation on the route of the proposed transmission line.  This may have been a strategic decision in the interests of not weakening their proposed rejection of the plant.  

There followed a series of contentious hearings (in which the Public Service Commission recommended turning down the plant) and contentious deliberations.   Ultimately, in 1976 the Board granted the permit for the plant with numerous conditions, and it granted the permit for the transmission lines as proposed.  A series of appeals and lawsuits followed with the only major change in the outcome being the designation of the Northern Cheyenne Reservation as a Class I airshed and consequent requirement for 90 percent sulfur removal via scrubbers, and construction began on the plants.  

The transmission line certificate required further analysis to select a centerline in the two mile wide corridor that had been granted in the Certificate.  The DNRC staff worked with MPC staff and landowners to select a centerline and were working their way west from the plant to Hot Springs.  The centerline had been selected as far as Helena when the Confederated Salish and Kootenai Tribe, through whose reservation the line had to travel to reach the Hot Springs Substation, announced they would not grant an easement  for the line.  Montana Eminent Domain law does not apply on the reservation, so MPC asked BPA to build the western portion of the line on a right-of-way it already owned through the reservation.  BPA agreed to take over responsibility for the line west of a point near Townsend, Montana, and began its own transmission routing studies.  Under Federal interagency land management rules the US Forest Service was designated the lead agency in conducting the transmission routing review.  The Forest Service reviewed the DNRC studies and conducted its own, and concluded at termination point at Taft was preferable to one at Hot Springs, and proposed a different route than that approved and Certified by the Board of Natural Resources.  The two alternatives diverged at Townsend.  The original route traveled north along the base of east slope of the Elkhorn Mountains, skirted Helena to the south and west, crossed the Continental Divide near Mullan Pass, traversed the Helmville Valley and the south end of the Seeley-Swan Valley, crossed the Mission Mountains over Jocko Pass and traveled across the Flathead Reservation to Hot Springs.  The route approved by the Forest Service instead traveled around the south foothills of the Elkhorn Mountains, passed north of the town of Boulder and headed west along Interstate 15 to Basin, where it continued west toward Deer Lodge.  It then roughly followed a course parallel to and several miles south of I-90 to a new substation at Taft, near the Idaho border.

 

The state and federal agencies cooperated on holding public hearings on the route and on adjustments to mitigate environmental and public concerns.  Issues included visual impacts in the Boulder Valley, Maxville, and Missoula (mitigated by looping the route around sensitive areas; interference with small aircraft navigation at Boulder Hill and Rock Creek (mitigated by installation of strobe lights on the towers) and increased public access to sensitive wildlife areas (mitigated by closure of access roads).  The line was completed around 1983.

 

Ownership of the line was complicated, and it became more complicated by BPA participation.  Puget and MPC contributed their investment in the single circuit 230 kV Colstrip-Broadview to the project in return for 330 MW each of rights on the 500 kV line to Broadview.  (This totaled $13.3 million.)  In addition, Puget paid approximately $11.1 million for 33o MW of capacity between Broadview and Townsend.  The other owners paid their proportionate ownership share of the project for the costs of the project (MPC’s share of units 3 & 4 was 30 percent), adjusted by the credits given to MPC and Puget.  The capacity of the line was about 10 percent greater than the collective Colstrip transmission, so each of the project owners had more capacity than they needed.  

The original negotiations called for BPA to segregate its costs for Townsend-Garrison into an “Eastern Intertie” rate, on which the users would pay wheeling rates that recovered costs for that segment; the remainder of the line from Garrison to Taft would be incorporated in (and costs rolled into) the BPA main grid system (the Federal Columbia River Transmission System, FCRTS).  As construction was underway BPA became interested in rights on the eastern half of the line to satisfy WAPA’s desire to be able to move surplus Missouri River power to its California loads.  Therefore BPA traded rights from Townsend to Garrison in return for rights to access the line between Broadview and Townsend.  In separate negotiations MPC provided access for WAPA across its system from Crossover to Broadview.  The interparty agreement covering the entire Broadview to Garrison path describes the line as the “Montana Intertie” – as distinct from BPA’s rate language which describes the Townsend-Garrison segment as the Eastern Intertie.

 

In addition, Montana Power had to deal with the impacts of its battle over putting the generating plant in rate base.  When Colstrip 3 was completed, MPC brought the plant in for cost recovery as meeting the "used and useful" test.  The Commission rejected this argument and asserted it had warned MPC in its testimony before the Board of Natural Resources that it would not allow the plant in rate base.  MPC appealed the decision and the case was eventually settled.  However as a result of the acrimonious dispute (and perhaps in anticipation of additional legal challenges) MPC also announced that it would not ask ratepayers to pay for its share of Colstrip 4.  Instead, when Unit 4 was completed MPC sold its ownership to financial interests under a 25-year sale and leaseback arrangement that extended to 2010, with a repurchase option at the end of the leaseback.  MPC then sold the power from the plant to Puget Power and to LADWP.  The Puget sale continues under a long term contract.  The LA contract was terminated several years after signing, with a damage settlement to MPC, and the power was then sold to Duke, a power marketing subsidiary of the North Carolina utility.

 

Montana Power's investment in the Colstrip transmission lines included half of the original cost of the first circuit from Colstrip to Broadview, which as mentioned above was contributed and credited to its 30 percent share of the costs for the 500 KV line.  Except for a 210 MW prorated share of its investment (held out as associated with Colstrip 4), this was included in MPC's transmission investment rate base for Montana ratemaking purposes as well as in its FERC rate base for FERC-jurisdictional wheeling rates.  MPC’s share of the excess capacity due to the lumpiness of transmission design was implicitly in rate base as none was allocated to Colstrip 4.  Therefore the exchange credit was also attributed to rate base.  MPC (now Northwestern) earns its state-jurisdictional rate of return on this investment, net of other transmission income, through its charges to its default supply customers.  Transmission income from non-default supply customers includes use of the Colstrip transmission system by PPL to sell its share of Colstrip and other former MPC generation to west coast purchasers, use of the Northwestern transmission system by other utilities in Montana, mainly coops, to import power into their systems, and occasional use by other parties such as WAPA and BPA to move power over the Northwestern system.  Because a 210 MW share of the transmission costs were held out of rate base, there is no wheeling income for use of the lines by its unregulated share of Colstrip 4; in effect Colstrip 4 owns its own share of the line.

 

Regulatory treatment.  At the time of this writing (1/27/05) I have not been able to track down the Commission order in which the Colstrip transmission was allowed in rate base.  Accordingly what follows is a tentative reconstruction.

[NOTE: I have not been able to track down a MPSC Order that explicitly discusses placing the Colstrip transmission investment into rate base.  Most of the files have been archived that would contain accounting worksheets for revenue requirements calculations and stipulations.  The following paragraph is therefore tentative and subject to revision.] 

To the best of my knowledge it was part of the original Colstrip 3 docket, D.83.9.67, which had an interesting history.  MPC argued that the Commission had no authority to make a used and useful determination on the project as they had been preempted by the MFSA finding on need by the Board of Natural Resources.  The Commission disagreed, found the plant and associated facilities were not used and useful, and refused to allow them in rate base.  The decision was challenged at least twice.  Ultimately there was a district court decision finding against the Commission, which the Commission did not appeal. The Attorney General appealed, on their behalf, to the Supreme Court but that court ruled the AG did not have standing independently of a PSC appeal.  Following that decision a stipulation was reached to allow Colstrip 3 but not Colstrip 4.  Accordingly a portion of the transmission investment proportional to 210 MW was held out of rate base and the remainder (which included MPC’s share of surplus capacity) was placed in rate base.  Ratepayers are therefore credited with wheeling revenues received, but not from Colstrip 4 which is deemed to own a share of the transmission line.

