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SURFACE TRANSPORTATION BOARD 

STB FINANCE DOCKET NO. 30186 

TONGUE RIVER RAILROAD COMPANY, INC.- RAIL CONSTRUCTION 

AND OPERATION IN CUSTER, POWDER RIVER AND 

ROSEBUD COUNTIES, MT 

TONGUE RIVER RAILROAD COMPANY'S 
REPLY TO PETITION TO REVOKE 

SUPPLEMENTAL APPLICATION 

The Surface Transportation Board ("STB" or "Board") should deny the Petition to 

Revoke Supplemental Application (hereafter "Petition") filed on January 7, 2013 by Northern 

Plains Resource Council ("NPRC") and Rocker Six Cattle Company (hereafter collectively 

referred to as "NPRC"). Wrongly claiming that the Supplemental Application is inadequate, 

NPRC's Petition asks the STB to "revoke" Tongue River Railroad Company's (''TRRC") 

December 17, 2012 Supplemental Application to Construct and Operate a common carrier rail 

line between the Colstrip Subdivision of BNSF Railway Company ("BNSF") and the 

Ashland/Otter area (hereafter "Application") and require that TRRC submit a 



1s none. 

, STB Docket 186 8, 

1 

The Petition, and the accompanying November 2012 Report of Power Consulting 

(hereafter "Power Report") and verified statement NPRC witness Mr. Gerald W. Fauth III 

(hereafter "Fauth V.S.") instead raise a series of disjointed and inaccurate claims, none of which 

~either on its m>vn or considered collectively~ warrant the unusual relief they seek. TRRC's 

Application seeks authority to construct a common carrier rail line that is designed primarily to 

transport coal in the Ashland/Otter Creek area to an existing BNSF rail at Colstrip and from there 

to market. It is clear that NPRC does not want the railroad built either on the Colstrip routing or 

any other. However, NPRC otTers no credible reason for the Board to take the extraordinary 

preemptive action of revoking the Application before the Board has had a chance to assess 

comments on it (due March 1, 2013); TRRC's reply to those comments (due April 15, 2013) and 

the Environmental Impact Statement ("EIS") that will be prepared by the Board's Office of 

Environmental Assessment ("OEA") in satisfaction ofNEPA requirements. 

The Petition claims that TRRC s Application is inadequate, incomplete and misleading 

it as to 



tons 

a as to the 

be ,..,.,,u,, .. and how much transported in the future, and 

based on those 

As TRRC will show below, the NPRC Petition is procedurally defective and 

substantively misguided. On these grounds, the Petition should be denied. 

I. The Petition Should be Denied on Procedural Grounds 

NPRC's Petition offers no legal basis on which the Board might "revoke" an application. 

It also cites no procedural deficiency with the Application that TRRC filed. The Board's January 

8 Decision accepting the Application for filing underscores that there were no such deficiencies, 

and that the Application is sufficient to initiate the public comment portion of this proceeding 

and to proceed with the environmental review. No rules or precedents are cited by NPRC in 

support of the proposition that revocation (whatever that means in the context of an application 

that has already been filed and accepted) is an appropriate remedy that a party may when it 

is displeased with the contents an application submitted under 49 U § 10901. Yet, that is 

IS 

on 



which NPRC In 

which 

as a to 

on TRRCs 

the STB' s broad public on 

and and impacts associated with TRRC's recent major 

in the proposed preferred route set forth in" the Application. Fauth V.S. at 3 (emphasis added). 

In fact, the gist of the Fauth Statement is that OEA should study the environmental impacts of 

the coal transportation that Mr. Fauth and NPRC posit will take place were the TRRC line 

constructed. 

TRRC urges the Board to reject NPRC's end run around the robust opportunities that the 

Board has provided NPRC and others to submit their comments on the merits and the scope of 

the environmental review in this proceeding. Its Petition should be rejected on procedural 

grounds as nothing more than a poorly disguised effort to get an additional bite at the apple, 

beyond that allowed by the procedural schedule in this proceeding. The Petition should also be 

rejected because the contentions made by NPRC do not justify rejection of the Application, as 

we discuss next. 

II. The NPRC Petition Should be Denied Because it Lacks Substantive Merit 



to 

1 

Inc.'s 

"Blumenfeld V.S. 

A. There is No Merit to NPRC's Argument that the Differences Between 
TRRC's Current Rail Proposal and the Rail Alternatives Studied in 
the Previous TRRC Proceedings Support Revocation of the 
Application 

NPRC argues that the alignment identified now as TRRC's preferred alignment in the 

Application, i.e. the Colstrip Alignment, is so different from the TRRC alignment approved for 

construction and operation by the Interstate Commerce Commission ("ICC") in the TRRC I 

proceeding in 19863 that it should not be considered in this docket Petition at 8~9. The crux of 

NPRC's argument seems to be that the Board will not thoroughly review the transportation 

line proposal is 

anew it it 



1s now 

anew 

application on December 17 sets forth, with Board's rules, reasons why 

constmction and operation application should be granted under the applicable Section 10901 

standard. Because the Board has reopened this proceeding and made it clear that it is 

undertaking a fresh look at the TRRC project, nothing (except delay) would be accomplished by 

initiating a new proceeding and starting over again. 

NPRC claims that the geographic differences between the rail line previously approved in 

the TRRC I proceeding in 1986 and the rail line currently proposed by TRRC in the Application 

are so significant that they support NPRC's Petition to Revoke. Petition at 8-9. The rail line 

approved in 1986 would have been constructed between Miles City, MT and the Ashland/Otter 

Creek, MT area. The rail line currently proposed by TRRC, i.e. the Colstrip Alignment, would 

be constructed between the BNSF line known as the Colstrip Subdivision and Otter 

Creek/Ashland area.4 TRRC explains in its Application that it has opted for the Colstrip 

Alignment based on further review of its relative advantages, including its much shorter length, 

operational feasibility and apparent environmental Application, at 

Bobb V at 2. 
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as the "Colstrip Alternative," was in detail ICC Draft and Final 

Environmental Impact Statements ("EISs") in the original TRRC I proceeding determined at 

that time to be the feasible routes tor the TRRC line. In addition, that Alignment was 

among the alignments that OEA identified prior to the December 17 Application tor further 

review in the EIS to be prepared in this reopened proceeding, together with routings via Miles 

City that have been previously proposed. See STB Docket No. 30186, October 2012 Notice 

of Intent to Prepare EIS and Draft Scoping Notice at 4 (providing that routes considered in 

TRRC I, including the Colstrip route, will be among those analyzed in the new EIS being 

prepared for this proceeding). A routing via Colstrip was also addressed at the public scoping 

meetings held by OEA in November 2012. See 

=:;:..:.:..;_:_:_:..:....:..:~==.:c...;_;;::..:..==='"-=~:;;....z.:=-'-"-"'--'-'-'-'-= (displaying map used at scoping meetings). 

Because a rail line between Colstrip and the Otter Creek/Ashland area was previously 

analyzed by the ICC in the original TRRC I proceeding and the OEA previously 

to a routing as an alternative in this reopened 

come as no 

TRRC's 

to NPRC. The 

its intent 

that 



not 

In to 

on case, 

to the extent to 

that there are to the Colstrip route such as noted in the 

ICC's 1986 Final EIS in TRRC I, which he at he is to do so. 

Likewise, TRRC will have an opportunity to show on reply that locomotive technology advances 

over the last several decades render outdated and irrelevant any concerns that somehow the 

Colstrip route is not feasible for an operational perspective. Bobb V.S. at 2. Likewise, ifNPRC 

or others wish to point out environmental disadvantages to the Colstrip route versus other 

possible routings for the TRRC line, they are free to do so although the absence of any such 

criticism in NPRC's Petition is notable. 

B. NPRC's Contentions About the Destination for the Coal to be Transported 
By TRRC Do Not Warrant Revocation of the Application or a New 
Proceeding 

NPRC also argues that a new proceeding is needed because the purpose of the line has 

"fundamentally changed" in the original TRRC I proceeding most of the coal transported by 



was to move east to uvlu ... :•u 

most 

as to 

is that in tenns the TRRC line to transport coal from 

area to the rail is no at all between an 

alignment the TRRC line via Colstrip versus an alignment via Miles City. The Colstrip 

Alignment will facilitate the transportation of the same coal that would be transported were the 

line to be built through Miles City, as originally proposed. And there is no meaningful mileage 

penalty for eastbound traffic using the Colstrip routing. Bobb V.S. at 3; Blumenfeld V.S. at 

3. Thus, the purpose to be served by the TRRC proposal has not changed by virtue ofTRRC's 

preference for the Colstrip Alignment. For this additional reason, NPRC has failed to show that 

a new proceeding is warranted. 

While NPRC argues that the Application is inaccurate or misleading in failing to 

acknowledge that the ultimate destination of the coal is one or more West Coast export facilities, 

it does not contend that there is no public need for the line. In fact, it claims that the TRRC line 

will transport even more coal than TRRC's prediction of what will be transported in the 

foreseeable future. Petition at 1 15. Thus, it is important to note that NPRC 

not IS a 



at 1 9 

content 

In short, whether 

NPRC now 

1s a 

or whether coal 

not 

line 

in a combination of 

export (which TRRC submits is more likely), is not particularly relevant in terms of 

transportation merits of the proposaL TRRC and NPRC now both that there will be a 

public demand for the Otter Creek and Ashland area coal. The public need element of Section 

10901 is thus not in dispute. 

to 

Further, NPRC cites no statutory or other requirement that the Board determine with 

certainty, for purposes of assessing the merits of a rail construction application, where the 

product carried by the applicant railroad will be transported. The Board neither regulates where 

rail cargo moves nor assesses the adequacy of rail construction applications based on whether it 

is more likely that cargo will move to point A rather than Point B. Thus, the focus of the Power 

Report and Mr. Fauth on where the coal will move (they claim that virtually all of it will move 

westbound for export to Asia) offers no basis for challenging the adequacy of the Application or 

initiating a new proceeding. Again, they do not challenge the proposition that there is a market 

for the coaL 

on 

10 



flow its EIS. 

all 

on BNSF lines to the Pacific 

TRRC's Application correctly 

market coal mined in many different areas the country is on 

will move 

question. 

demand 

overseas. The Application thus notes in several places that TRRC coal could be exported and 

could (as is the case for most Montana coal) be used for domestic power generation or for coal 

conversion projects. See Application at 20, 26-27; and attached Exhibit D at Rowlands V.S. at 

4. What percentage is exported and \Vhat percentage is used domestically will, as the 

Application states, be dictated by the market forces that are in play at the time (several years 

from now) when the Otter Creek mine and the railroad are tully permitted and become 

operational following development/construction. Between now and the time that the first 

shipment of coal moves over the TRRC line, factors such as the price of natural gas, the capacity 

of export facilities, and the availability of new technologies for using coal could have a 

significant bearing on the market for Otter Creek/Ashland coaL Blumenfeld V.S. at 

Thus, NPRC's exaggerated contention that virtually the only market for Ashland/Otter Creek 

is the export is simply overblown, just as was NPRC's argument a m 

Ill oro<ceecm ts no at 



at 

or should to state 

6 Further, to the extent it is AshlandJOtter could be 

exported through the such as through the at Superior, WI, which is now 

attracting Montana coal en route to Europe. Blumenfeld V.S. at Bobb V.S. at 

Montana coal is primarily used in domestic markets and not exported. Blumenfeld V.S. 

at Otter Creek coal is expected by Arch to fare well in the competitive domestic market 

because of the low cost to extract that coal relative to other mines. Blumenfeld V.S. at 3. Mr. 

Blumenfeld thus notes that major customers could include Detroit Edison and Minnesota Power 

which have facilities in the Upper Midwest and might choose to use the Otter Creek coal in lieu 

of coal from other PRB sources. !d. at 3. In addition, the expert reports prepared for the State of 

Montana in connection with its decision to lease the Otter Creek tracts did not assume that most 

of the coal would be exported, but rather contemplated domestic use. 



states 

TRRC at more 

the point that the is not only a , but would serve 

national 

In short, \Vas no misrepresentation in TRRC's Application the ultimate 

destination ofthe Otter Creek coal that will be transported by the TRRC rail line, and no to 

revoke the Application. 

C. TRRC's Coal Tonnage Estimates Were Based on Reasonable Assumptions 
and Do Not Support TRRC's Petition to Revoke 

NPRC also argues, incorrectly, that TRRC purposely understated the coal tonnages that 

will be transported by the proposed rail line in order to avoid having certain environmental 

analyses conducted in this proceeding. Petition at 13-16. The contention is as inaccurate as it 

is offensive. 

The volume of coal available for transportation predicted in the Application (20 million 

annual tons at full production) was very clearly based on an estimate of production at the Otter 

Creek mine, the only mine currently proposed in the Ashland/Otter Creek area. It bears note that 

the 20 million annual ton projection used in the Application is actually considerably higher than 

million annual ton projection used in the TRRC III the Ashland area 



Application. 

1, Supplemental m 

is not correct 

not 

and transport the area, and in 

that 

TRRC 

D, at 1. Application at and attached 

Ill. NPRC's 

lS IS 

m 

not 

that Application was somehow deficient or misleading for tailing to quantify how much 

additional coal it might transport given the absence of any specific proposals to develop mines 

other than Otter Creek and thus the absence of any definitive basis on \vhich to make such 

estimates. In fact, the Northern Cheyenne Tribe, which NPRC identifies as one source of 

additional coal traffic tor the TRRC line (see Petition at 13) has told the Board in a scoping filing 

in this proceeding that it does not intend to exploit its coal resources8
, and no entity has publicly 

stated that it has any current plans to develop the prior Montco Mine site in Ashland. See Bobb 

V.S. at 4; Blumenfeld V.S. at 5. 

Moreover, Mr. Fauth's assumption at pages 1 22-24 of his Statement that there could be 

48.5 million tons/year of coal transported on the TRRC line is unsupported. He apparently 

derives that figure from a study done in connection with the proposed Longview export facility, 

but otTers no evidence that all or any of that predicted export tonnage would originate on 

TRRC's lines. Further, at page cites the November 8, 1996 TRRC II tor the 

near an 



the 

I 

as 

the same TRRC 

a 

to 18 

it can extract 

at 1 

to develop 

amicrtea as 

Montco mine. 

that for purposes of environmental 

in 

than 

A. 

OEA 

may wish, for example, to utilize different estimates of what could be transported via the TRRC 

line in order to explore the impacts of different potential coal production scenarios. Precisely 

that was done by the ICC in its 1985 EIS in this proceeding. See Tongue River Railroad 

Company, Inc. Rail Construction and Operation In Custer, Power River and Rosebud 

Counties, }.lont., Docket No. 30186, Final EIS served Aug. 23, 1985, at 41, Table 1 (positing 

low, medium and high estimates of coal production). Mr. Fauth correctly notes at page 20 of his 

Statement that a similar analysis was undertaken in the DM&E proceeding, where impacts 

associated with assumed production at 20, 50 and I 00 million tons were assessed. TRRC does 

not object to a similar exercise here for NEP A purposes. 

Finally, NPRC v~.,,..,~v•v that TRRC somehow cooked the numbers in order to come in 

below an 8 that it claims could preclude an environmental assessment of 



at I 15. lS 

could move on in the was 

on a simple 

the a 

(1 times 1 car 

Bobb V.S. at 5. 

The threshold to which NPRC alludes is found in the Board's regulations at 49 CFR 

when more detailed air quality are required to be included 

in an Environmental Report prepared by an applicant. Here, TRRC did not prepare such a 

report, but rather the Board is preparing an EIS using the services of a third party contractor. 

The 8 train/day regulation does not in any way limit the Board's ability to study air quality or 

other downstream impacts as appropriate in such a Board-prepared EIS. Moreover, as noted 

above, TRRC does not object to reasonable assumptions based on potential future Ashland mine 

development of a higher level of future train traffic on its lines for purposes of NEP A review. 

D. BNSF's Role in the TRRC Rail Project 

In addition, NPRC claims that the role of BNSF has changed in the TRRC project 

between 1986 and today. Petition at 1 However, the Petition 

the it 

not explain 

not 



that BNSF was 

for the TRRC that BNSF might monetary and 

TRRC line. TRRC Ill at 12 ("With to the concerns about BNSF's role and 

involvement, the record clearly shows that BNSF has been providing monetary and support 

for this project, and that TRRC and BNSF have been discussing a potential arrangement whereby 

BNSF would operate over the Decker to Miles City line"). Moreover, the only rail carrier that 

the TRRC rail line was going to connect to in the original TRRC I proceeding and today is 

BNSF. The Board did not find these facts problematic in 2007, and they provide no support for a 

request to "revoke" the Application and require a new one. 

NPRC correctly points out that BNSF is now an owner of the TRRC and that BNSF 

executives hold two of four officer positions at TRRC. However, BNSF obviously does not hold 

all of the officer positions (Arch Coal holds one ofthe remaining two) and is not the only 

company with an ownership interest in TRRC' s parent, but is just one of three entities with such 

an ovvnership interest. See Application at I 13. Again, none of these 

none would change if a new application were filed. 

NPRC or to 

are problematic, and 

west 

v 



In to are not 

extent to which 

in not a Petition to 

E. Contrary to NPRC's Claim, TRRC Fully Complied with the STB 
Regulations Relating to the Preparation of an Environmental Report 

NPRC that the STB should the Application because TRRC's 

environmental report is deficient and does not comply with the STB regulations. Petition at 

16-18 (citing 49 CFR § 1105.7(a)). Again, NPRC is flat wrong. The STB's regulations waive 

the requirement to submit an environmental report with an application where OEA works with a 

third party consultant under 0 EA' s supervision. See 49 CFR 1105.1 0( d). Indeed, the 

regulations encourage the use of third-party consultants. /d. As explained in the Application at 

32, a third-party consultant has been retained in this proceeding and, as a result, the requirement 

to submit an environmental report that would otherwise apply has been waived. 49 CFR § 

1105.10(d). 
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FR- - 1 

COMMERCE COMMISSiml 

[FINANCE DOCKET tW. 30186 (SUB NO. 2)) 

·rmlGUE RIVER RAILROAD COMPANY - CONSTRUCTION AND OPERATION 
OF ADDITIONAL RAI LINE FROM ASHUU1D TO DECKER, IN 

ROSEBUD ~~D BIG HORN COUNTIES, MT 

AGENCY: 

ACTION: 

SUMMARY: 

Interstate Commerce ion. 

Notice of Availabil of Draft Environmental 
statement. 

The River Railroad has applied to 
the Interstate Commerce Commission for authority 
to construct and operate a 42-mile rail line from 
a point south of Ashland to a connection with 

coal mines near Decker, MT. 1' addition 
analyz the environmental impacts rrom the 

railroad's ferred alignment (which generally 
parallels Tongue River) 1 this draft EIS also 
analyzes the Four Mile Creek Alternative which 
would avoid the Tongue River Dam and a 10-mile 
section of the river just north of the Tongue 
River Dam, and the no-build alternative. At this 

in the environmental analysis, the 
Commission's Section of and Environment 
considers the Four Mila Creek Alternative to be 
the environmentally preferable route should the 
Commission approve the construction and 
operation. Comments are fically 
regard th .im nary determinat 
recommended it ion. The Commission 

ider all to this draft EIS before 
a final dec 



RElATIONSHIP TO THE ORIGINAL TRRC RAIL LINE 

A number addressed in the TRRC EIS 
production and coal traffic volumes; wetlands identification; the U.S. Department 
Agriculture's Uvestock and Range Research Station (LARRS); the Department 

Wildlife, and Parks (MDFWP); and the Miles hatchery. TRRC 
updated its projections for the future production of coal to be transported by the railroad. 
The original proposal relative to LARRS has been to and is incorporated an 
easement deed between TRRC and the USDA As to the Miles hatchery, a 
proposal is pending with the MDFWP to allow TRRC to cross that facility. 

1.3.1 Coal Production and Coal Trame: Volumes 

By including the coal traffic of existing mines at Decker and Spring Creek, the 
TRRC has updated its projections of coal production originally proposed in the 1985 EIS. 
For the purposes of environmental analysis, the 1985 EIS used the coal projections 
presented in Table 1-1. TRRC currently proposes to transport tonnages that are within the 
scenarios used in the 1985 analysis, but would be distributed differently. The estimated new 
coal production scenario, as well as the related number of trains, is shown in Table 1·2. 

Table 1·1. 1985 Coal Production Scenarios (in millions of tons).' 

LOW MEDIUM HIGH 

1995/1996 13 15 17 

2000/2001 18 25 34 

,2005/2006 22 31 44 

~ 2010/2011 33 38 44 

TRRC EIS 1985:3-10, 3-12. 

The largest percentage of TRRCs immediate haul, however, would originate from 
the existing mines at Decker Spring Creek and, to a much lesser 
Wyoming Powder River Basin The --··--~· 

transported 



Table 1 Estimated Production. 

Estimated Coal Production & Train TripsjDay (in millions of tons).1 

Estimated Coal Production Trains I Day 

Originating 
from the On the En-

*Near Mines" On the Ashland·Area tire TRRC 
Wyoming2 Exlsting3 Total TRRC Exten- Mines Une 

sion 

1995/1996 3 12 2 17 8 2 10 

2000 6 12 8 26 8 4 12 

2005 6 15 10 31 10 4 14 

2010 6 15 18 39 10 8 18 
I 

The projections for coal traffic have been developed in conjunction with the Commission's Section of Energy and Environment, the Bureau of t..and 
Management end the Montana Department of State l...ands. BaUd on the CSI assumptions that each train hauls a 11,615-net·ton load end that trains run 365 
days out of the yeaL 
Possible diversion of BN traffic from Wyoming mines. 
During the initial analysis period, an estimated 2 million tons (MT) of coal could derive from either existing mines at De<:kef/Spring Creek or from the 
permitted but not yet operational Montco Mine. 

1 - 8 



As mentioned earlier, the Decker /Spring Creek and Wyoming mines would be the 
principal sources of TRRC coal traffic in the years. The coal traffic from Deck· 
er /Spring Creek and Wyoming mines would remain constant, or slightly increase, through­
out the decade following the year 2000 and up to the end of the analysis period in 2010. 
During that decade, however, the coal traffic from the Ashland area mines would increase 

eight million tons in the year 2000 to 18 million tons by the end of the analysis period. 

There would be less coal production in the Ashland mines during the analysis period 
than that developed in the 1985 coal production scenarios. The coal traffic volumes 
originating from the mines other than Manteo would be condensed into one decade, with 
two additional mines possibly requiring haulage by the year 2000. The final mine would not 
require haulage until near the close of the analysis period. 

Though the sources of the new coal production scenarios have changed, the volume 
of coal traffic to be hauled on the entire TRRC line. that is the extension from Decker to 
Ashland and the already-approved line from Ashland to Miles City, is generally the same as 
the medium scenario proposed in 1985. The TRRC 1985 medium scenario was the most 
realistic projection developec by all the involved f.Jrties and high and low projections were 
extrapolated from it. The environmental impacts which were identified and analyzed in the 
TRRC 1985 EIS placed most emphasis on the impacts from the medium scenario. 
Therefore, the impact analysis is adopted from the 1985 TRRC EIS as it pertains to the 
traffic that will be moving over the already-approved Ashland to Miles City portion of the 
line. If any changes merit an update to the 1985 TRRC EIS analysis, they will be noted in 
this document. 

For the proposed extension from Decker to Ashland. the analysis is based on the 
projected new coal production scenarios set out in Table 1·2 which represents TRRC's best 
traffic estimates and which, as noted above, approximates the former TRRC 1985 EIS 
medium coal production scenario. As in the TRRC 1985 EIS, where appropriate in this 
document, we have also reviewed the environmental impacts from the extrapolated high 
coal production scenario. 
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BEFORE THE 

SURFACE TRANSPORTATION BOARD 

STB FINANCE DOCKET NO. 30186 

TONGUE RIVER RAILROAD COMPANY, INC.- RJ\IL CONSTRUCTION 

AND OPERATION IN CUSTER, PO\VDER RIVER AND 

ROSEBUD COUNTIES, MT 

VERIFIED STATEMENT OF ANDREW BLUMENFELD IN SUPPORT OF 
TONGUE RIVER RAILROAD COMPANY'S 

REPLY TO PETITION TO REVOKE 
SUPPLEMENTAL APPLICATION 

My name is Andrew Blumenfeld. I am Vice President of Analysis and Strategy for Arch 

Coal, Inc. ("Arch"). My business address is One CityPlace Drive, Suite 300, St. Louis, MO 

63141. I am very familiar with the Otter Creek mine, which is a greenfield coal mining project 

owned and controlled by a subsidiary of Arch that is currently in the preliminary permitting 

process. The Otter Creek mine, and with other coal resources in the Ashland, MT area, could be 

developed for production in the corning years. I am also generally familiar with the Tongue 

River Railroad project and the December 17, 12 Supplemental Application for Construction 

"Application") filed at the Board 

an 



I. The Application Does Not Misrepresent the Destination Market for 
Ashland/Otter Creek Coal 

that coal 

proposed construction in Oregon and Washington rather to power 

to 

m 

the Upper Midwest, as has been the case since the TRRC line was first proposed in the 1980's. 

with the proposition that the market for coal is dynamic and, over time, 

evolve and demand shifts. These market forces have a profound effect on product demand and 

mining and shipping priorities. However, I do not agree that it is a foregone conclusion, as the 

Powers Report and Mr. Fauth assert, that virtually all of the coal transported from the Otter 

Creek mine or the Ashland area will be exported to Asia through port facilities that have been 

proposed for development in Oregon and Washington. Some percentage of the coal may well be 

exported, as the TRRC Application states. However, it is far from a certainty that all or most of 

the coal will be exported from the Oregon and Washington facilities that they describe. There 

are several reasons for this. 

A. Otter Creek/Ashland Coal \Viii be Competitive in the Domestic Coal 
Market 

a for as 



1 

cost to extract 

to 

a '""'' ... "'"" rate production lower 

indicated in Application, this can be efficiently and cheaply extracted through the 

mining for an period of 

I 

lS 

as 

Although the proposed Colstrip Alignment for the TRRC line generally angles 

northwesterly, this does not mean that it would be uneconomic to use that route to transport Otter 

The primary for the rail spur is to connect the coal resource to 

the mainline of the BNSF. The additional mileage to move Otter Creek/Ashland coal to 

j;;,LHH'-'<UH, UU\,UUj;;, only an additional 38 

versus alternative railroad Otter 

lS 

are 



as case. IS 

Otter not mean that the 

will move westbound. It is that some of the 

from facilities, example. at Superior, Wisconsin. Montana coal is already exported 

to Europe from that Lake Superior port and the volume is expected to increase in the future. See 

C. Market Forces \Viii Determine How the Coal \Viii be Used 

Market forces will determine how much coal from the Otter Creek/ Ashland area will be 

used domestically, or exported from West Coast ports or Great Lakes ports, several years from 

now, when that coal becomes available for transportation following the permitting and 

development/construction phases for the TRRC and the mines. Those market forces are quite 

dynamic, and will vary based on several factors, including new technologies (such as 

liquefaction) that can affect the attractiveness of coal as an energy source and the price of natural 

which been for but which is upward. Indeed, recent industry 

is currently with 

- 4-



area 

II. The Application Does Not Misstate the Volumes that Might Be Transported 

the Otter Creek 

coal that 

properly predicts the 

indicated the Application, Arch 

will 

transported 

it intends to 

mme million tons/year at that site, a volume estimate Arch has consistently maintained. The 

Application thus correctly presented a volume estimate based on Arch's plans for the Otter Creek 

mme. 

The Application also notes that other mines may be developed in the Ashland area. See 

Application at 29. However, at this time no mines have been developed in that area and no party 

has announced any intention to develop any mines in that area. 
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