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Tongue River Railroad Company, Inc. (“TRRC”) hereby submits this reply (“Reply”) to 

the April 2, 2013 Comments submitted in response to TRRC’s December 17, 2012 Supplemental 

Application (“Application”) under 49 U.S.C. § 10901 to construct a rail line in Montana to be 

operated by one of TRRC’s owners, BNSF Railway Company (“BNSF”).1   

I. INTRODUCTION 

Only two sets of comments were filed in opposition to the TRRC Application: (1) the 

Comments of Northern Plains Resource Council and a landowner along the proposed alignment 

for the TRRC line, Rocker Six Cattle Company (jointly, “NPRC Comments”); and (2) the 

Comments of Montana Environmental Information Center, National Wildlife Federation and 

Sierra Club (jointly, “MEIC Comments” and collectively with the NPRC Comments, the 

“Opposing Comments”).   

                                                 
1 By order served May 10, 2013, the Board provided an extension until June 7, 2013 for TRRC to file this Reply. 
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A third Comment was filed by Jay L. Schollmeyer, for and on behalf of United 

Transportation Union, General Committee of Adjustment (“Schollmeyer Comments”).  Although 

Mr. Schollmeyer raises certain issues that warrant response, these comments do not oppose the 

issuance of the requested construction and operation authority, provided (as will be the case) that 

BNSF will be the sole operator of the TRRC rail line.      

The Opposing Comments fail to even come close to meeting their burden to demonstrate 

that construction and operation of the TRRC line would be “inconsistent with the public 

convenience and necessity,” as the Board would need to find in order to deny TRRC’s 

Application under Section 10901.  No slave to consistency, NPRC argues in its Comments that 

the Application should be denied on the grounds that: (a) no coal will move on the line because 

there is no market for it; and (b) so much coal will move on the line that the environmental costs 

of transporting it require denial of the Application, obviating the need to prepare an 

Environmental Impact Statement (“EIS”) pursuant to the National Environmental Policy Act, 42 

U.S.C. §§ 4321, et seq. (“NEPA”).  MEIC essentially mimics these arguments, although it does 

not go so far as to call for the termination of the environmental review process.   

The Opposing Commenters cannot have it both ways:  there cannot at the same time be 

both an absence of any market for the coal that the TRRC line would transport and severe 

environmental impacts from transporting large quantities of such coal.  In fact, the Opposing 

Commenters are wrong both in their assessment of the coal market and in their assessment of the 

environmental impacts of constructing and operating a rail line.   

As to their market assessment, major Upper Midwest utilities that are likely candidates to 

use coal from the area that TRRC would serve have expressed support for the TRRC railroad as 

a means of transporting the coal that each could use in power generation operations on behalf of 
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the large numbers of electricity consumers that they serve.  Specifically, major coal users DTE 

Energy, Minnesota Power and Wisconsin Electric Power Company, in separate submissions 

attached at Exhibit 1 to this Reply, support the TRRC Application.  These letters of support from 

significant current users of Powder River Basin (“PRB”) coal underscore that there is an ample 

public need for the TRRC line and that the Opposing Commenters are far afield in their effort to 

prove otherwise.  It also bears noting that additional parties have expressed their confidence in 

the TRRC line by submitting letters in support of the TRRC Application.  In addition to the 

letters attached to the Application from the Montana Coal Council, Montana Chamber of 

Commerce, and Western Environmental Trade Association, support has now also been expressed 

by the Billings Chamber of Commerce and Southeastern Montana Development Corporation.  

See Exhibit 2.  Congressman Steve Daines (R-MT), Montana’s sole House member, also 

supports the TRRC Application.  See Exhibit 3.   

Moreover, as TRRC has shown in prior submissions, and will underscore here through 

detailed expert rebuttal testimony of its witness Seth Schwartz, there is in fact a significant and 

growing domestic and international market for coal moving from the Otter Creek/Ashland area, 

one of the largest remaining areas of low sulfur, sub-bituminous coal in the United States not 

today benefiting from rail transport options.  In direct response to the Opposing Commenters and 

the reports they have submitted, Mr. Schwartz demonstrates that there is a large and growing 

domestic market for the Montana PRB coal that the TRRC line would serve.  He shows, for 

example, that the coal generated at the planned Otter Creek mine that the TRRC line would serve 

will have certain transportation and other competitive advantages over coal from other sources 

that will make it attractive primarily to Upper Midwest utilities.  He also shows that the export 

market will be available to this coal through existing Canadian ports that are in the process of 
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expansion or through existing and planned U.S. ports, and that there is demand for this coal in 

the growing overseas markets.  

The Opposing Commenters also make contentions about claimed severe environmental 

impacts that will follow from construction and operation of the TRRC line.  As noted, these 

arguments are grossly inconsistent with their contention that there is no market at all for the coal.  

That issue of credibility aside, the fact is that the impacts of the TRRC line have been previously 

studied in decisions in which the Board has approved construction of a rail line in the area.    

Tongue River R.R.—Rail Construction and Operation—In Custer, Powder River and Rosebud 

Counties., MT, Finance Docket No. 30186 (ICC served Sept. 4, 1985) (TRRC I ALJ Decision), 

aff’d on administrative appeal, 1986 ICC LEXIS 314 (ICC served May 9, 1986) (TRRC I Final  

Decision) (approving an 89-mile alignment between Ashland/Otter Creek and Miles City); 

Tongue River R.R. Co., Inc.—Construction and Operation—Western Alignment, Finance Docket 

No. 30186 (Sub-No. 3), 2007 WL 2936132 (STB served Oct. 9, 2007) (TRRC III) (updating 

TRRC I environmental analysis and approving a line extending the Ashland/Miles City line south 

to Decker, MT).   

Any impacts that may result from the construction and operation of the TRRC line are of 

course now being studied once again in a new EIS currently being prepared by the Board’s 

Office of Environmental Analysis (“OEA”).  The EIS will identify and assess the impacts of 

transporting coal by rail along the proposed TRRC alignment via Colstrip, MT, as well as via 

comparative alignments, and recommend mitigation for the Board’s consideration.  In contrast to 

NPRC, which claims that the impacts require no further environmental review, TRRC fully 

supports the Board’s EIS process so that the Board can assess the environmental impacts and the 

public interest in light of facts, not overheated rhetoric.   
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Further, relative to the proposals previously considered and approved by the Board, 

impacts will be reduced if the Board approves the 42-mile “Colstrip Alignment” now proposed 

for construction.  Among many other advantages, the Colstrip Alignment is less than half the 

length of the previously approved TRRC alignment via Miles City, will impact fewer properties 

and less land near the Tongue River, and takes maximum advantage of existing rail infrastructure 

in the area.       

In addition to its internally inconsistent “there is no market, but there will be too many 

trains” arguments, NPRC also attacks the financial fitness of TRRC as well as one of TRRC’s 

owners, Arch Coal, Inc. (“Arch”).  Arch of course is not the applicant here.  Nonetheless, 

NPRC’s attack is ill-considered and without foundation, as TRRC will demonstrate below.     

The Schollmeyer Comments, as noted, do not oppose the Application provided that 

BNSF will be the sole operator of the line.  TRRC believes its Application made this point clear, 

and hereby reiterates that TRRC only seeks authority to construct the line and that BNSF would 

be the operator of the line.  As to Schollmeyer’s contention that the Board cannot consider the 

Application unless a control application is also filed, TRRC submits that a control application is 

not a related application that has to have been filed with the construction application.  Further, 

Schollmeyer’s contention that the Board should apply the pre-ICCTA version of section 10901 

to this proceeding is not correct, as will be discussed below.  In any event, the Application 

should be approved regardless of which version of Section 10901 were to be applied.   
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II. TRRC’S APPLICATION MEETS THE APPLICABLE PUBLIC CONVENIENCE 
AND NECESSITY TEST FOR APPROVAL 

A. Legal Standard 

1. The Current Public Convenience and Necessity Standard Applies  

Under the governing statute, the Board must authorize the construction of a rail line 

unless it finds that the construction is “inconsistent with the public convenience and necessity.”  

49 U.S.C. § 10901(c) (2011) (hereafter “PCN Standard”).  The PCN Standard creates “a 

statutory presumption that rail construction is to be approved.”  See, e.g., Mid States Coal. 

Progress v. Surface Transp. Bd. 345 F.3d 520, 552 (8th Cir. 2003) (“Mid States”); TRRC III, at 

13.  The Board has approved several recent rail construction applications under the PCN 

Standard, finding that they met the public convenience and necessity standard or warranted an 

exemption from regulation.  See Finance Docket No. 35095, Alaska Railroad Corporation – 

Construction and Operation Exemption – A Rail Line Extension to Port Mackenzie, Alaska, 

(served Nov. 21, 2011); Finance Docket No. 34284, Southwest Gulf Railroad Company – 

Construction and Operation Exemption – Medina County, Tx, (served Dec. 18, 2008); Finance 

Docket No. 33407, Dakota, Minnesota & Eastern Railroad Corporation Construction into the 

Powder River Basin (served Feb. 15, 2006). 

NPRC acknowledges that the PCN Standard applies here (NPRC Comments at 8).   

However, Schollmeyer argues that the PCN Standard applicable before the Interstate Commerce 

Commission Termination Act (“ICCTA”) took effect on January 1, 1996 should apply 

(Schollmeyer Comments at 9-10).  Specifically, noting that this reopened TRRC I proceeding 

existed prior to ICCTA’s January 1, 1996 effective date, Schollmeyer argues that the pre-ICCTA 
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version of section 10901(c) applies due to ICCTA’s savings clause.  Schollmeyer Comments at 

9-10.2 

This argument fails because that savings clause, which is found in section 204(b) of 

ICCTA (codified at 49 U.S.C. § 701 Note),  states that “[t]he provisions of this Act shall not 

affect any proceedings or any application for any license pending before the Interstate 

Commerce Commission at the time this Act takes effect … [and] [o]rders shall be issued in such 

proceedings, appeals shall be taken therefrom, and payments shall be made pursuant to such 

orders, as if this Act had not been enacted.” (Emphasis added).  As the terms of the savings 

clause make clear, the fact that the TRRC I proceeding pre-dates the January 1, 1996 

effectiveness of ICCTA is not determinative.  Rather, the savings clause does not apply here 

because the TRRC I proceeding was no longer “pending” at the time ICCTA took effect.  That 

proceeding was the subject of a final Interstate Commerce Commission decision served on May 

9, 1986, almost ten years before ICCTA took effect, and that final decision had been judicially 

affirmed prior to 1996.3  

The conclusion that the post-ICCTA standard is applicable here is further supported by 

Section 204(c) of ICCTA, which states, “If the court in a suit [commenced before enactment of 

ICCTA] remands a case to the Board or the Secretary, subsequent proceedings related to such 

case shall proceed in accordance with applicable law and regulations as in effect at the time of 

such subsequent proceedings.” (Emphasis added.)  As this language makes clear, Congress 

intended any remand resulting from a suit pending at the time of enactment of ICCTA to apply 

post-ICCTA law.  See also, Caddo Antoine & Little Missouri R.R. Co.—Feeder Line 

                                                 
2 The Board  reopened the TRRC I proceeding by decision served June 18, 2012, and also required that TRRC 
submit a new application.     
3 See N. Plains Res. Council v. I.C.C., 817 F.2d 758 (9th Cir. 1987), cert. denied, 484 U.S. 976 (1987). 



8 

Acquisition—Arkansas Midland R.R. Co. Line between Gurdon & Birds Mill, AR, Finance 

Docket No. 32479, slip. op. at n. 1 (STB served Aug. 12, 1999) (“Section 204(c) of the ICCTA 

provides, in general, that, if a court remands a suit against the ICC that was pending on the date 

of that legislation and involves functions retained by the ICCTA, subsequent proceedings related 

to the case shall proceed under the applicable law and regulations in effect at the time of the 

subsequent proceedings … Thus, current 49 U.S.C. 10907 will apply to this proceeding on 

remand.”).  Given that Congress intended post-ICCTA law to apply in Board proceedings on 

remand from court cases pending at the time of ICCTA’s enactment, it would be contrary to 

Congressional intent to apply pre-ICCTA law in the present case where the agency proceedings 

were reopened years after the enactment of ICCTA.  As explained in the Application, the PCN 

Standard applies in this case because the Board has made it clear that it is undertaking a full 

review of TRRC’s Application, treating it like a new application.  As the Board explained in its 

November 1, 2012 decision in this proceeding at 2: 

We make clear here that we reopened the Tongue River I 
proceeding to review in full what is now the entire Tongue River I 
line construction project.  The Board’s review will include not only 
the new environmental review of the entire construction project 
that will be prepared, but also an examination of the transportation 
merits supporting the entire Tongue River I line. 

Because the Board is reviewing this application as though it were an application submitted in a 

new proceeding, the post-ICCTA version of Section 10901 applies.   

Further, although less relaxed than the current PCN Standard, the pre-ICCTA PCN 

standard was also relaxed, requiring the Board’s predecessor to approve a construction 

application if it found that “present or future public convenience and necessity require[d] or 

permit[ted]” it.4  TRRC submits that the  proposal to construct and operate the Colstrip 

                                                 
4 See former 49 U.S.C. § 10901(a) (1988). 
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Alignment meets the public convenience and necessity standard under this pre-ICCTA standard 

as well, because the current or future public convenience and necessity “requires or permits” 

TRRC’s construction proposal. 

2. NPRC Misstates the Presumption Favoring Approval of Construction 
Applications 

Citing to STB decisions in the Dakota, Minnesota and Eastern Railroad Corporation 

(“DME”) construction application proceeding,5 NPRC erroneously asserts that even if there is a 

presumption favoring the approval of construction applications, Opponents do not bear a heavy 

burden to rebut that presumption and satisfy that burden if they provide credible evidence 

challenging the elements of the PCN factors.  See NPRC Comments at 8-9.  NPRC’s reliance on 

those DME decisions as support for its position is misplaced.  In DME, the Board merely held 

that when an opponent provides credible evidence challenging an application, the presumption 

favoring approval of construction applications is not so strong that the Board will approve 

construction without requiring the applicant to respond to the opponent’s allegations.  DME I, 

1998 WL 398189, at *3 (“The statute provides that construction applications should be granted 

unless we find that ‘such activities are inconsistent with the public convenience and necessity.’ 

That means that where, as here, opponents have presented strong evidence challenging the 

elements that make up the ‘public convenience and necessity’ determination (i.e., financial 

fitness, and public demand or need) for such a broad proposal, it is critical for the applicant to 

respond to these allegations.”)  Here, TRRC is responding in detail to the Opponents’ 

allegations, demonstrating that they have failed to overcome the presumption favoring grant of 

the Application. 

                                                 
5  See Dakota, Minnesota and Eastern Railroad Corporation Construction into the Powder River Basin, Finance 
Docket No. 33407, 1998 WL 398189 (STB served July 16, 1998) (“DME I”) and Dakota, Minnesota and Eastern 
Railroad Corporation Construction into the Powder River Basin, Finance Docket No. 33407, 1998 WL 869567  
(STB served Dec. 10, 1998). 
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Further, in a decision issued subsequent to the DME decisions cited by NPRC, the Board 

made it clear that the burden is on project opponents to actually establish that a proposal is 

inconsistent with the public interest as opposed to simply providing evidence that challenges the 

application. See Norfolk Southern Corp. and Norfolk Southern Ry. Co.— Construction and 

Operation—in Indiana County, PA, Finance Docket No. 33928, 2003 WL 21132522, at *5  (STB 

served May 16, 2003) (“Under the current law, rail construction is presumed to be in the public 

interest. As such, the burden is on opponents to establish that a proposal is inconsistent with the 

public interest because there is no public demand or need for the construction, thus shifting the 

burden back to proponents.”).  The Opponents here have not met that burden, as TRRC will 

demonstrate in this Reply and accompanying exhibits.   

3. Factors Considered in Applying PCN Standard 

TRRC agrees with NPRC that to determine whether the PCN Standard is met, the Board 

generally applies a three-part test examining whether: (1) there is a public demand or need for 

the service; (2) the applicant is financially fit to undertake the construction and provide service; 

and (3) the construction project is in the public interest and will not unduly harm existing carrier 

services.  TRRC III at *8 (“While the statute does not define ‘public convenience and necessity, 

the agency has traditionally looked at whether: (1) the applicant is financially able to undertake 

the project and provide rail service; (2) there is a public demand or need for the proposed 

service; and (3) the proposal is in the public interest and will not unduly harm existing 

services.”). 

NPRC’s claim at page 9 of its Comments that TRRC failed to satisfy the three-part PCN 

test because it provided “generalized statements and speculation” rather than specific 

information is wrong.  As described below, TRRC has provided specific information addressing 

each part of the PCN test.  The statements that NPRC principally complains about are projections 
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of future events.  However, in other construction cases, the Board has recognized that “[n]either 

[the Board] nor any of the parties can predict the future with certainty.”  Dakota, Minnesota and 

Eastern Railroad Corporation Construction into the Powder River Basin, Finance Docket No. 

33407, 2002 WL 121210 at *20 (STB served Jan. 30, 2002).  This uncertainty regarding the 

future requires some degree of generality in the evidence provided by applicants in construction 

cases, and as explained further below, TRRC has provided much more than mere speculation in 

support of its application. 

B. NPRC’s Claims That There is No Public Need for the TRRC Rail Line Are 
Baseless 

The Application and other previous TRRC filings set forth evidence, supplemented here 

by the Verified Statement of Seth Schwartz (see Exhibit 4) (“Schwartz VS”) offered in rebuttal 

to the evidence offered by the Opposing Commenters, that shows beyond any doubt that there is 

a public need for the TRRC rail line.  It is undisputed that the proposed line is the only viable 

transportation alternative for bringing to market the vast reserves of coal in the Otter Creek and 

Ashland area of Montana, including coal from the planned Otter Creek mine.  In previous filings, 

TRRC has presented substantial evidence regarding the market for such coal.  See Application at 

6-7 and 17-22; Verified Statements of Stevan Bobb (“Bobb VS”) and William M. Rowlands 

(“Williams VS”) (both submitted with the Application); Verified Statement of Andrew 

Blumenfeld (“Blumenfeld VS”) submitted with TRRC’s January 28, 2013 Reply to NPRC’s 

Petition to Revoke in this proceeding; and TRRC’s February 6, 2013 Reply to Information 

Request #1 from Ms. Vicki Rutson (“TRRC Reply to Info Request #1”) (included as Appendix 2 

to NPRC Comments).    

As reported in the Application, the Otter Creek mine, being developed by a subsidiary of 

one of TRRC’s owners, Arch, is now the subject of an active permitting proceeding at the 
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Montana Department of Environmental Quality (“MDEQ”) and is undergoing environmental 

review pursuant to the Montana Environmental Policy Act.  The fact that the Otter Creek mine is 

now en route to becoming an important source of sub-bituminous coal is the result of a lease to 

Arch of a checkerboard series of coal tracts in the area owned by the State of Montana and the 

aggregation of those tracts with the adjacent privately owned coal tracts.  The lease, approved by 

the State in March, 2010, and affirmed on judicial review by the Montana Supreme Court,6 has 

allowed for the development of this important coal resource as well as for the State to earn 

significant royalties, over and above the over $85 million lease payment already made by Arch to 

the State.  While no coal mines are currently proposed for the Montco area south of Ashland and 

west of Otter Creek, there is no dispute that very significant coal reserves exist there and it is 

likely that one day those reserves will be developed and the coal transported to market.  As 

explained in the Application and in the verified statements that TRRC has previously submitted, 

the TRRC line would provide rail transportation for coal mined in that area.  And as noted above, 

utilities that are prospective users of Otter Creek coal have now confirmed their support for the 

TRRC project.    

NPRC nonetheless argues that TRRC has not established that a market in fact exists for 

the Otter Creek/Ashland area coal and, thus, has not established a public need for the rail line.7  

These criticisms are without merit.  While the coal market has been volatile and changeable in 

recent years—making it difficult to predict precisely what the market for Otter Creek coal will be 

in several years when the Otter Creek mine may begin producing coal—TRRC’s Application, 

                                                 
6 Northern Plains Res. Council, Inc. v. Mont. Bd. of Land Comm'rs, 288 P.3d 169 (Mont. 2012) (affirming Land 
Board decision to lease Otter Creek tracts).   
7 The environmental groups submitting the MEIC Comments generally agree with the market criticisms presented 
by NPRC.  See MEIC Comments at 4-5.  These environmental groups presented no additional information in 
support of these criticisms. 
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including the attached Bobb and Rowlands verified statements, the Blumenfeld verified 

statement, TRRC’s Reply to Info Request # 1, and this Reply, including the attached verified 

statement of Seth Schwartz (an expert with more than 30 years of experience consulting for the 

energy industry regarding coal markets and the economics of coal operations and coal 

procurement) demonstrate a public need for the rail line by showing that a domestic market as 

well as an international market will exist for the Otter Creek/Ashland area coal.8 

As explained in the Application, the Otter Creek mine is expected to produce 20 million 

tons of coal annually at full production.  Even based on the abnormally depressed 2012 coal 

market, this amount constitutes less than 5% of the 419 million ton PRB coal market and less 

than 2% of the 1,061 million ton coal market for the entire United States in that year.9  The 

United States Energy Information Administration (“EIA”) forecasts that total demand for U.S. 

coal will increase at an average annual rate of 0.2% from 2011 to 2040.10  EIA further predicts 

that Montana PRB coal will be the fastest growing coal supply region in the United States with a 

projected average annual growth rate of 2.0% from 2011 to 2040.11  EIA predicts even greater 

growth in production for low-sulfur Montana PRB coal, like Otter Creek coal, projecting that 

such coal will increase at an average annual rate of 2.8% to 2040, from 24.4 million tons in 2011 

to 54.1 million tons in 2040.12  By 2016 (before the Otter Creek mine is expected to begin 

                                                 
8  Reiterating the erroneous assertion from its Petition to Revoke the Supplemental Application, NPRC claims that 
“TRRC’s financial backers are looking to Asia as the primary market for Otter Creek coal.”  NPRC Comments at 
19-20.  That assertion is not true.  As explained in TRRC’s Reply to that Petition to Revoke, at 11-13, the market 
forces in effect when the Otter Creek mine and TRRC rail line are operational will dictate the amount of Otter Creek 
coal that will be used domestically and the amount that will be exported.  NPRC’s reasons for asserting Asia is the 
primary market are not well-founded.  Id.  As explained further below and in TRRC’s previous submissions, in 
addition to the export market, the domestic market is a likely market for Otter Creek coal. 
9 Schwartz VS at 4.  
10 Schwartz VS at 7. 
11 Schwartz VS at 7. 
12 Schwartz VS at 8. 
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production), EIA projects that the entire PRB coal region will resume its growth and will reach 

500 million tons per year by 2023, which is more than 80 million tons above its 2012 production 

level.13   

As explained further below, Otter Creek coal is expected to fare well in the competitive 

domestic coal market because of the low cost to extract that coal relative to other mines.14  The 

primary domestic market for Otter Creek/Ashland area coal is electric utilities in the Upper 

Midwest because of the shorter rail distance required to serve these customers; however, there 

are secondary markets in the southern states for some of this Otter Creek/Ashland area coal as 

well.15 

In addition to the large domestic market for Otter Creek/Ashland area coal, there is a 

large and growing export market for United States coal, and Otter Creek/Ashland area coal is 

well-situated to supply it.16  While most Montana coal has been used domestically rather than 

exported, over 13 million tons of Montana coal were exported in 2011.17  According to the 

International Energy Agency (“IEA”), an organization that publishes statistics on world coal 

demand and trade, thermal coal shipped by ocean vessel more than doubled from 356 million 

tonnes in 2000 to 791 million tonnes in 2011.18  IEA projects that coal imports into South Korea, 

China and other southeast Asian countries – the countries most likely to import Otter 

Creek/Ashland area coal – will grow significantly this decade from 496 million tonnes in 2011 to 

                                                 
13 Schwartz VS at 8. 
14 Blumenfeld VS at 2-3; see also Schwartz VS at 33.  
15 See Blumenfeld VS at 2-3; Schwartz VS at 12-13. 
16 Schwartz VS at 18-32. 
17 Tongue River Railroad Company’s Reply to the January 23, 2013 Information Request from Ms. Vicki Rutson 
(dated Feb. 6, 2013), citing attached EIA Report.  This is Appendix 2 to the NPRC Comments. 
18 Schwartz VS at 24, citing IEA, Coal Information 2012, Table 2.4.  Tonnes are metric tons; one metric ton equals 
1.10231 tons (also referred to as “short tons”) as measured in the United States. 
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652 million tonnes (or 719 tons) in 2017.19  According to IEA, Europe, a secondary market for 

Otter Creek/Ashland area coal, is expected to continue to net import about 200 million tonnes 

through 2017.20  PRB coal, including Otter Creek/Ashland area coal, is a very competitive source 

of coal for the Asian and European markets. 

1. NPRC’s Claim That No Domestic Market Exists for Otter Creek/ 
Ashland Area Coal is Without Merit 

Relying primarily on two reports prepared at its request – a March 1, 2013 report by 

Synapse Energy Economics titled “Declining Markets for Montana Coal” (“Synapse Report”) 

and a November 2012 report by Power Consulting titled “Changes in the Market for Montana 

Powder River Basin Coal between 1986 and 2012” (“Power Report”) – NPRC claims that there 

is no domestic market for Otter Creek coal.  See NPRC Comments at 10-19.  However, as 

explained above, the market for coal generally and for Montana PRB coal in particular is 

expected to grow substantially between 2011 and 2040.  The annual 20 million tons of coal 

expected to be produced from the Otter Creek mine at full production constitutes less than 5% 

production of the abnormally low 419 million ton PRB coal market in 2012, and would be only 

4% of the projected PRB coal market in 2023.  NPRC and its experts have not presented 

information that rebuts the reasonable conclusion that there will be demand for Otter Creek and 

Ashland area coal in the very large and growing domestic PRB coal market.  As shown below 

and in the attached verified statement of Mr. Schwartz offered in rebuttal, their arguments are 

flawed. 

First, NPRC takes issue with TRRC’s use of the current EIA forecast of coal growth, 

arguing, among other things, that the forecast does not demonstrate demand for Montana coal in 

                                                 
19 Schwartz VS at 32. 
20 Schwartz VS at 21.  
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the United States.  See NPRC Comments at 10-11.21  Contrary to NPRC’s claim, EIA’s detailed 

tables that underlie the forecast show that EIA in fact projects that Montana PRB coal will be the 

fastest growing coal supply region in the United States.  See Schwartz VS at 7.  NPRC also 

attempts to undercut the EIA forecast by claiming it is just a forecast that may or may not come 

true.  This is not a valid criticism.  Analyzing the market for Otter Creek/Ashland area coal 

several years from now necessarily involves a forecast of future events, and every forecast of 

future events may or may not turn out to be true.  Since it is necessary to forecast the future coal 

market in this proceeding, the EIA forecast is perhaps the best forecast available.  It is an 

objective forecast published on an annual basis by a knowledgeable, objective third-party. 

Second, NPRC’s reliance on the Synapse report to argue that Montana coal demand has 

declined and will likely continue to decline due to lower natural gas prices and higher coal prices 

is also baseless.  NPRC Comments at 11-13.  Not only is it inconsistent with the current EIA 

forecast but, as explained by Mr. Schwartz, the Synapse conclusion is not reasonable because it 

is based on an improper distortion of the decline in natural gas prices relative to PRB coal prices 

(PRB coal retains a significant delivered cost advantage over natural gas) and on unusual events 

that drove down the demand for domestic coal in 2012 and are unlikely to be repeated.  See 

Schwartz VS at 5-6; 9-10.  Domestic demand for coal generally declined in 2012 due to an 

unusually mild winter that led to a decline in electric power generation and an even more 

significant decline in the demand for natural gas used for residential and commercial heating.  

The resulting natural gas surplus drove natural gas prices way down and displaced even more 

coal-fired generation.  The market for Montana coal specifically was also negatively affected in 

                                                 
21 NPRC also makes the puzzling claim that TRRC’s mischaracterized the EIA forecast by saying the forecast 
showed coal consumption would grow and then citing as support an EIA forecast indicating that coal production 
would grow.  NPRC Comments at 10-11.  While it follows logically that if coal consumption grows, coal production 
will grow as well, EIA also specifically projects that domestic coal consumption will grow at the same annual rate 
through 2040 as coal production.  See Schwartz VS at 7. 
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2012 by several other unusual events that are not expected to recur, including the unexpected 

temporary breakdown of a generating unit owned by the largest customer of Montana’s Absaloka 

mine and the significantly depressed coal burn at the Colstrip station in Montana due to above 

normal hydroelectric power generation in the Pacific Northwest.  This 2012 decline in domestic 

coal demand is expected to reverse in 2013 due to the return of normal winter weather, the return 

of natural gas inventories to normal and the recovery of natural gas prices to over $4.00 per 

million Btu.  See Schwartz VS at 5-6. 

Third, NPRC presents flawed arguments at pages 14-19 of its Comments where it asserts 

that the Otter Creek/Ashland area coal will not be able to compete with other Wyoming and 

other Montana PRB coal because of its higher sodium content and purported transportation 

disadvantage.  The claims are based on the incorrect assumption that very few power plants can 

burn this coal due to its sodium content and the relatively higher transportation costs that 

allegedly exist for this coal as compared to the transportation costs for coal from the Wyoming 

PRB mines.  To the contrary, as explained by Mr. Schwartz, there are a large number of power 

plants that use Montana PRB coal today or have used Montana PRB coal in the past with similar 

sodium content and similar relative transportation costs compared to Wyoming PRB coal as the 

Otter Creek/Ashland area coal.  See Schwartz VS at 10-15.  Mr. Schwartz also shows that NPRC 

has overstated the number of power plants for existing Montana PRB coal customers that have 

announced plans to retire and, as a result, NPRC has further understated the number of plants 

that can burn Otter Creek/Ashland area coal.  See Schwartz VS at 14-16.  Based on his more 

appropriate identification of the potential domestic market for Otter Creek/Ashland area coal 

which includes: (1) plants that currently purchase Montana PRB coal; (2) plants that previously 

purchased Montana PRB coal; and (3) plants purchasing other PRB coal that have wet bottom 
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boilers which prefer high-sodium coal, and which excludes coal-fired plants that fit within one of 

these categories but are being retired, Mr. Schwartz shows that the potential domestic market for 

Otter Creek/Ashland area coal is 118 million tons.  Schwartz VS at 2, 17.  This potential 

domestic market for Otter Creek/Ashland area coal is very large, and many times the 20 million 

tons expected to be produced annually from the Otter Creek mine at full production.   

Also without merit is NPRC’s claim at pages 14-15 of its Comments that Otter 

Creek/Ashland area coal will not be competitive with Wyoming and other Montana PRB coal 

due to its higher mining costs.  NPRC relies on a 2006 Norwest Report to support its contention.  

However, since the Norwest Report was prepared in 2006, the production costs of Wyoming and 

other Montana PRB coal have risen due largely to the increase in their strip ratios22 as the 

reserves in those mines have become more depleted.  See Schwartz VS at 34-36.  PRB coal 

prices have increased steadily since then, making the Otter Creek coal more competitive with 

coal from existing Wyoming and Montana PRB mines than it was at the time the Norwest Report 

was prepared in 2006.  See Schwartz VS at 37.   

For this reason, among others, (and contrary to the assertions in the Power Report at 1), it 

is likely that Otter Creek/Ashland area coal will be developed now even though it was not 

developed in 1986 when a Tongue River rail line was first approved.  As explained by Mr. 

Schwartz at pages 34-37 of his verified statement, since 1986, the coal reserves at existing 

Wyoming and Montana PRB mines have been heavily mined and consequently have much 

higher production costs (due primarily to higher strip ratios) now than they did in 1986.  As a 

result, while the production costs of Otter Creek coal were above those of coal from existing 

Wyoming and Montana PRB mines in 1986, now the production costs of Otter Creek coal are 

                                                 
22 The strip ratio is the cubic yards of rock which must be mined to produce one ton of coal.  See Schwartz VS, at 
35. 



19 

below those of coal from existing PRB mines.  Thus, Otter Creek coal is much more competitive 

with coal from existing Wyoming and Montana PRB mines now than it was in 1986.  Moreover, 

the PRB coal market is three times larger today (averaging 450 million tons in last 10 years) than 

it was in 1986 (151 million tons) making it more likely that the Otter Creek coal reserves will be 

developed.  See Schwartz VS at 34-35.     

2. NPRC’s Claim That No Export Market Exists for Otter Creek/ 
Ashland Area Coal is Without Merit 

Relying on articles rather than any expert reports, NPRC also claims that there is no 

international market for Otter Creek coal.  See NPRC Comments at 19-30.  Specifically, it claims 

that none of the following international markets – Japan, South Korea, China or Europe – are 

likely markets for Otter Creek coal.  These claims, like NPRC’s claims regarding the domestic 

market for Otter Creek coal, lack foundation.  Indeed, they are inconsistent with the Power 

Report and a report by Gerald Fauth, also relied on by NPRC, which talk at length about the 

large market for PRB coal in Asia.23 

As Mr. Schwartz shows in his rebuttal, IEA projects that coal imports into South Korea, 

Japan, China and other southeast Asian countries – the countries most likely to import Otter 

Creek/Ashland area coal – will grow significantly this decade from 496 million tonnes in 2011 to 

652 million tonnes (or 719 tons) in 2017.24  According to IEA, Europe, a secondary market for 

Otter Creek/Ashland area coal, is expected to continue to net import about 200 million tonnes (or 

220 tons) through 2017.25  In total, these Asian countries and Europe are expected to import over 

900 million tons of coal in 2017. 

                                                 
23 Power Report, at 17-19; Fauth Report, at 13-19. 
24 Schwartz VS, at 28. 
25 Schwartz VS at 21. 
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Otter Creek coal is well-situated to serve these very large international markets.  Montana 

PRB coal is exported to Asia and Europe today.  As explained above, EIA reported that over 13 

million tons of Montana coal were exported in 2011.  In 2012, 1.3 million tons of Montana coal 

were shipped to Europe through the Midwest Energy Resources Company (“MERC”) terminal in 

Superior, Wisconsin.26  As explained by Mr. Schwartz, PRB coal has been competitive in Asia 

since 2009 and is likely to remain so for the foreseeable future.27  The proposed Otter Creek 

mine is well-placed to supply the growing export market to Asia because it will have the shortest 

rail distance to reach the existing export terminals in Vancouver, Canada and proposed terminals 

in Washington and Oregon.  Compared to Wyoming PRB coal, Otter Creek coal is also well-

placed to supply the European market because it has a shorter rail distance to the MERC dock.  

Schwartz VS at 32. 

NPRC’s efforts to show that Otter Creek coal is not likely to serve the Japan, South 

Korea, China or European markets are unpersuasive.   

1.  China:  NPRC provides three reasons for its claim that China is not a likely market for 

Otter Creek coal: (1) China will purportedly have little need for new PRB coal when TRRC is 

able to transport Otter Creek coal; (2) TRRC allegedly will not be able to compete with this well-

served market; and (3) existing North American infrastructure is allegedly not adequate to 

accommodate new shipments to Asia.  See NPRC Comments at 21-28.  As Mr. Schwartz shows, 

NPRC’s reasons are not well-founded.  While NPRC correctly points out that domestic coal 

production in China has increased rapidly, NPRC neglects to explain that such domestic 

production has been significantly outpaced by coal consumption and, as a result, China has 

switched from being a large coal exporter in 2004 to being a large coal importer in 2011.  See 

                                                 
26 Schwartz VS at 26. 
27 Schwartz VS at 32. 
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Schwartz VS at 27.  NPRC’s reliance on an IHS CERA press release for its assertion that coal 

imports to China will decrease is misplaced.28  While acknowledging that domestic coal 

production in China has increased, the IHS CERA press release, like the IEA forecast, projects 

that thermal coal imports into China will increase through this decade.  See Schwartz VS at 27-

29.  

NRPC’s assertion at pages 24-25 of its Comments that Otter Creek coal is unlikely to be 

able to compete with China’s other current sources of imported coal – Australia and Indonesia – 

is also baseless.  Asian countries, including China, have imported PRB coal each year between 

2009 and 2012.  See Schwartz VS at 32.  Montana PRB coal (sub-bituminous coal) has a 

competitive advantage over Australian coal (bituminous coal).  See id.  Montana PRB coal also 

has been competitive with Indonesian coal (also sub-bituminous coal).  Montana PRB coal’s 

competitive position vis-à-vis Indonesian coal is dependent on various factors, including world 

prices for coal, currency exchange rates, coal production costs, and transportation costs.  Id.  

Given that PRB coal has competed successfully with Indonesian coal to provide coal to the 

Asian markets between 2009 and 2012, it is reasonable to expect that it will continue to be able 

to compete with Indonesian coal for those markets in the future.  Id. 

Finally, NPRC’s argument at pages 26-28 of its Comments that the existing North 

American infrastructure is inadequate to accommodate new coal shipments to Asia is without 

merit.  Even if the new coal export terminals proposed in Washington and Oregon are not 

constructed, there is more than adequate coal export capacity at the existing Canadian export 

terminals in Vancouver, British Columbia to accommodate the expected Otter Creek coal 

production, even assuming that all produced Otter Creek coal is exported.  See Schwartz VS at 

                                                 
28 See NPRC Comments at 22-24. 
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17-21.  There will be at least 22 million tonnes per year (24.25 million tons per year) of new 

capacity in the Port of Vancouver, Canada available for increased shipments of PRB coal to 

Asia.  The export terminals in Vancouver, Canada are able to handle exports of Montana PRB 

coal to Asia since they are doing so today.  Id. at 21. 

2.  Europe: TRRC believes that Europe is a secondary rather than a primary market for 

Otter Creek coal because it must travel farther than coal from the eastern United States to reach 

Europe.  As a result, TRRC believes that only a portion of the Otter Creek coal is likely to move 

to Europe.  NPRC’s claim that Europe is not a likely market for even a portion of the Otter Creek 

coal (NPRC Comments at 28-29) is based in part on the erroneous assertion that IEA projects a 

significant decline in European coal imports by 2015.  In fact, the IEA slide that NPRC cites as 

support for this assertion forecasts a small (not a significant) drop in coal consumption in 

Europe; it does not address European coal imports.  See Schwartz VS at 24-25.  Contrary to 

NPRC’s assertion, IEA forecasts that European coal imports will remain flat, not decline.  See id. 

at 25.  NPRC’s claim is also based on its contention that TRRC has not provided evidence that 

MERC has the capacity to serve as a port for European shipments of Otter Creek coal.  In fact, 

the MERC terminal has excess capacity that is not being used.  See id. at 26.   

3.  South Korea/Japan:  NPRC argues that it is unlikely that South Korea or Japan will 

serve as markets for Otter Creek coal because: (1) coal imports are purportedly unlikely to grow 

in those countries; and (2) Otter Creek coal is unlikely to be able to compete with coal from 

Australia and Indonesia, the existing suppliers of coal imports in those countries.  See NPRC 

Comments at 29-30.  However, South Korea and Japan also are likely international markets for 

Otter Creek/Ashland area coal.  South Korea is the largest market in Asia for United States coal 

exports today, and its coal imports are expected to grow considerably by 2017 while coal 
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consumption in Japan is also expected to rise due to the drop in Japan’s nuclear power output.  

See Schwartz VS at 30-31.  Moreover, as explained above, PRB coal is competitive with 

Indonesian coal and also has a competitive advantage over Australian coal.   

In addition to the Asian countries identified above, it is projected that India, Vietnam and 

other Southeast Asian countries will increase their coal imports through 2017; and they are also 

potential markets for Otter Creek/Ashland area coal.  See id. at 31-32. 

C. NPRC’S Financial Fitness Claims are Without Merit  

The Application also presents evidence demonstrating that TRRC satisfies the second 

factor of the PCN Standard – that the applicant is financially fit to undertake the construction and 

provide service.  As NPRC acknowledges, it is well established that the purpose of the financial 

fitness requirement is not to protect the carrier or its investors but to protect existing shippers.29  

Specifically, the Board analyzes whether the proposed construction could have an adverse 

impact on the rail carrier’s ability to continue to serve those shippers.  See, e.g., Tongue River 

R.R. Co.—Rail Construction and Operation—Ashland to Decker, Montana, 1 S.T.B. 809, 828 

(1996) (“The purpose of the financial fitness test is not to protect the carrier or those who elect to 

invest in the proposed project, but, rather, to protect existing shippers from carrier financial 

decisions that could jeopardize a carrier's ability to carry out its common carrier obligation to 

serve the public …”).   

Since TRRC does not serve any existing shippers, the proposed construction could not 

have any adverse impact on TRRC’s ability to continue to serve existing shippers.  In cases like 

this where the applicant seeks to build a new rail line without any existing shippers, the Board 

has held that an examination of applicant’s financial ability to construct, maintain and operate a 

                                                 
29 See NPRC Comments at 33 and cases cited therein. 
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line has little, if any, relevance.  See, e.g., Great Salt Lake and S. R.R., L.L.C.-Constr. and 

Operation-in Tooele County, UT, Finance Docket No. 33824, 2000 WL 1844695 at *4 (STB 

served Dec. 15, 2000) (because the proposed line was “a new railroad without existing shippers, 

the financial fitness test has little, if any, bearing on the [ ] rail construction application”).  

Nevertheless, TRRC has provided the requisite financial information in its Application showing 

that it is financially fit.  TRRC showed that it has reasonable options available for financing the 

construction of the Tongue River Railroad and that the rail line is expected to be profitable in the 

two years following construction based on projected payments from the operator, BNSF.  See 

Application at 31-32, and Exhibits E, F, G and Appendix B thereto. 

NPRC’s attempt to show that TRRC has failed to satisfy the financial fitness requirement 

is legally defective and factually flawed.  Relying on a 90-year-old United States Supreme Court 

decision, Texas & P. Ry. Co. v. Gulf, C. & S.F. Ry. Co., 270 U.S. 266, 277 (1926), NPRC 

incorrectly argues that the financial fitness requirement cannot be satisfied under the philosophy 

of “letting the financial market itself determine whether the project is financially viable.”  See 

NPRC Comments at 34, 38.  However, as is apparent from the language that NPRC quotes from 

the Supreme Court case, that decision does not support NPRC’s assertion.30   

Moreover, the STB has reached the opposite conclusion, holding that the determination 

whether an applicant is financially fit should be left up to the financial markets following its 

approval of the construction application.  See, e.g., Dakota, Minnesota and Eastern Railroad 

Corporation Construction into the Powder River Basin, Finance Docket No. 33407, 2002 WL 

                                                 
30 NPRC quotes the following language from the Supreme Court decision:  “Congress undertook to develop and 
maintain, for the people of the United States, an adequate railway system.  It recognized that preservation of the 
earning capacity, and the conservation of the financial resources, of individual carriers, is a matter of national 
concern; that the property employed must be permitted to earn a reasonable return; that the building of unnecessary 
lines involves a waste of resources, and that the burden of waste may fall upon the public; that the competition 
between carriers may result in harm to the public, as well as in benefit; and that, when railroads inflict injuries upon 
its rival, it may be the public which ultimately bears the loss.”  270 U.S. at 277. 
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121210 at *20, (STB served Jan. 30, 2002) (“[I]f the financial community is not persuaded that 

this line would attract the levels of traffic needed to justify the investment, this line will not be 

built, notwithstanding our approval. On the other hand, were we to disapprove the construction 

of this line because of MSC’s pessimistic projections, the public benefits of this project would 

never be realized. Because we do not wish to deprive shippers of the anticipated improved rail 

service that would result from the addition of this new line and attendant rehabilitation of 

DM&E's existing lines, we will not stand in the way of DM&E's going forward with this project 

if it can obtain the necessary financing”); Tongue River R.R. Co.—Rail Construction and 

Operation—Ashland to Decker, Montana, 1 S.T.B. 809, 829 (1996) (“We note that, as with any 

business transaction, the financial market itself, of course, will ultimately determine if the project 

is economically viable–i.e., private financing approval will depend in part on current market 

economics, partners’ willingness to contribute substantial amounts of capital, and other factors 

that may change by the time the project is under way.”); TRRC III at *12 (STB served Oct. 9, 

2007) (“In any event, while we believe that TRRC would secure sufficient traffic to make the 

Western Alignment project financially viable, the market ultimately will determine whether or 

not the line is built.  The venture capitalists, banking institutions, and overall financial sector will 

provide the necessary financing if they agree that TRRC is financially viable. Given the liberal 

nature of our licensing statute, they should have that opportunity.”); see also Mid States, 345 

F.3d at 552 (“[W]e agree with the Board that the ultimate test of financial fitness will come when 

the railroad seeks financing. Without impugning the accuracy of the financial analyses presented 

by the various parties in this case, we believe that the nation’s financial institutions possess the 

expertise and insight necessary to determine the financial viability of this project. Given the 
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liberal nature of the licensing statute and the Board's analysis thus far, they should have that 

opportunity.”)   

The STB’s conclusion that the financial markets should decide whether an approved rail 

project will be built makes sense.  The owners of TRRC are large sophisticated businesses with 

substantial resources, and include owners with expertise in rail transportation and coal 

production.  They will not invest the millions of dollars in the project available to them if there 

were no market for the coal that the line will transport.   

NPRC’s criticisms about the adequacy of TRRC’s financial fitness evidence are similarly 

groundless.  First, NPRC takes issue with TRRC’s projected income statement on several bases.  

NPRC complains that the projected income statement is only for two years following 

construction and that it is unclear how the numbers in the projected income statement were 

generated.  See NPRC Comments at 35-36.  However, the Board’s regulations only require the 

applicant to provide income projections for the two years following construction, and the 

projected income statement itself (Exhibit G to the Application) provides notes that explain 

exactly how the projected income was derived.  NPRC also argues that the projected income 

statement is “guesswork” since not one utility is on record as supporting the project, which 

NPRC further claims shows that there is no market for Otter Creek coal.  As discussed above, 

TRRC has provided ample evidence in its Application showing there is a market for the Otter 

Creek/Ashland coal.  And while statements of support from utilities are not necessary to show 

that a market for the coal exists, to date three large utilities are now on the record as supporting 

the TRRC project.  See Exhibit 1.   

NPRC then claims TRRC’s projected income statement is inadequate by comparing it 

unfavorably with the projected income statements provided in various construction cases, 
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involving Norfolk Southern and DME, respectively, and with the financial fitness evidence 

provided in an earlier TRRC proceeding where TRRC submitted a verified statement from 

Lehman Brothers and statements of interest from electric utilities.  See NPRC Comments at 35-

38.  NPRC’s criticisms are misplaced.  The fact that TRRC’s evidence of financial fitness in this 

proceeding differed in some respects from the financial fitness evidence submitted in other 

construction application proceedings does not indicate that TRRC lacks financial fitness now; it 

merely indicates that different circumstances existed in the other proceedings.  For example, the 

DME construction application differed from the current TRRC construction application in that it 

involved a much larger project and, unlike the TRRC project, it did not have owners including  

of one of the nation’s largest coal mining companies and one of its largest railroads, each with 

considerable resources and financial expertise.   

Similarly, in the earlier TRRC construction proceeding, a statement from Lehman 

Brothers may have been warranted because, unlike the current situation, TRRC previously did 

not have large owners that had committed to either provide equity contributions to fund the 

construction or guarantee long-term debt privately placed by TRRC that would fund the 

construction.  Given the commitments by the current owners, TRRC does not need to provide a 

verified statement from a company like Lehman Brothers to demonstrate that it will have 

financing to construct the rail project. 

NPRC’s subsequent claims at pages 38-42 of its Comments that TRRC should have 

provided evidence that Arch, one of its owners, was financially fit are without legal or factual 

basis.  As a legal matter, Arch is not the applicant so TRRC was not required to provide 

information regarding Arch’s financial fitness.  Arch is just one of three owners of TRRC.  

NPRC does not take issue with the financial viability of the other two large owners – BNSF nor 



28 

TRRC Financing, LLC, a company controlled by Forrest E. Mars, Jr.  In any event, Arch is a 

large, financially stable company.  Recent losses by Arch that are identified by NPRC are typical 

of the cyclical coal business and do not show that Arch is financially unstable.  To the contrary, 

Arch has a strong liquidity position, primarily in cash, that will allow the company to weather the 

2012 downturn in the coal market.31  Consistent with the domestic coal market information 

presented by Mr. Schwartz, Arch has seen that downturn in the U.S coal market beginning to 

turn around.  Id. at 1-2, 4-5.   

Finally, NPRC makes the legally and factually unsupported claim that the Board may 

need to re-evaluate the financial viability of the TRRC project subsequent to the environmental 

review even if it decides TRRC satisfies the financial fitness factor under the PCN Standard 

because the environmental mitigation costs imposed by the Board are likely to be high and could 

cause the TRRC project to become financially unviable.  See NPRC Comments at 42-43.  NPRC 

provides no legal authority for this assertion because there is none.  There is no factual basis for 

it either.  The owners of TRRC are sophisticated, financially stable companies that are able to 

finance reasonable environmental mitigation costs.  These companies invested in TRRC knowing 

the environmental mitigation that had been imposed in previous TRRC proceedings.  

D. NPRC’s  Conclusory Assertion that the TRRC Line is Contrary to the Public 
Interest is Legally Flawed and Factually Unsupported  

NPRC argues that the Board should not approve the TRRC line because it does not 

satisfy the third factor of the PCN Standard – it allegedly is not in the “public interest.”  In fact, 

NPRC argues that the adverse environmental and socioeconomic impacts are such that the Board 

should decide even “before completing its environmental review” that the proposed TRRC line 

                                                 
31 April 23, 2013 Arch Coal, Inc. Press Release, at 2, 5, attached as Exhibit 5. 
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does not meet the public interest test and therefore that TRRC’s Application should be denied.  

Again, NPRC’s argument is legally untenable and factually flawed, as shown next.     

1. NPRC’s Request that the Board Terminate its Environmental Review 
Should be Rejected  

In fulfilling its responsibility to assess the public interest relative to a rail construction 

project, the Board balances safety and environmental impacts against the transportation benefits 

associated with the proposed line.  See TRRC III at 33.32  Plainly, the Board cannot do so unless 

it has completed the review of environmental impacts that it is currently undertaking through the 

EIS that it is preparing in this proceeding and determined the mitigation steps that will be 

appropriate to reduce environmental impacts.  NPRC in fact recognizes that in the past the Board 

has imposed significant measures to address environmental impacts of the TRRC line, and even 

assumes that the Board will do likewise in any future final decision in this proceeding.  See 

NPRC Comments at pgs. 42-43 (noting the cost of mitigation measures).      

NPRC correctly acknowledges that under the Board’s regulations at 49 C.F.R. 

§ 1105.10(f), and of course the dictates of NEPA, the Board has an obligation to review 

environmental issues before it makes a final determination on the Application under 49 U.S.C. 

§ 10901.  NPRC Comments at 44.  However, in the very next sentence of its Comments, NPRC 

makes the entirely contradictory and unsupported assertion that the Board may and should “deny 

an application before completing its environmental review when existing evidence sufficiently 

demonstrates that the project is not in the public interest.”  Id. at 44.33   

                                                 
32 See also, Alaska R.R. Corp.—Construction and Operation Exemption—a Rail Line Extension to Port Mackenzie, 
Alaska, Docket No. FD 35095, 2010 WL 24954, at *8 (STB served Jan. 6, 2010) (“In a rail construction case, we 
weigh environmental concerns against transportation concerns in evaluating the public interest.”).  
33 NPRC inaccurately states that the Board may not act until all environmental issues are “resolved.”  NPRC 
Comments at 44.  If NPRC is suggesting that the Board can only act if there are no environmental impacts, that is of 
course wrong.  The Board’s obligation is to identify environmental impacts and impose mitigation where warranted.   
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NPRC’s strange contention that the Board should act before it has completed its 

environmental review of the TRRC Application is directly contrary to the dictates of NEPA, as 

NPRC must surely know.  See Robertson v. Methow Valley Citizens Council, 490 U.S. 332, 350 

(1989) (the “environmental effects of the proposed action [must be] adequately identified and 

evaluated” prior to final decisionmaking); Neighbors of Cuddy Mountain v. Alexander, 303 F.3d 

1059, 1070 (9th Cir. 2002) (NEPA requires agencies to take a “hard look” at the consequences of 

proposed action before making a final agency decision).  The Board cannot fulfill its 

responsibility to determine whether the TRRC proposal is in the public interest until a Final EIS 

is issued.  At that time, the Board can weigh the environmental impacts and the mitigation 

recommended to address those impacts against the transportation benefits of the proposed rail 

line in order to satisfy its responsibilities under Section 10901.  As shown next, it should not be 

difficult for the Board to find, as has been the case with TRRC’s prior proposals, that 

construction and operation of the TRRC line is in the public interest.   

2. The Board Has Previously Found that the TRRC Proposal is 
Consistent with the Public Interest, and Should Do So Again in this 
Proceeding 

The Board has previously weighed the balance of transportation benefits and 

environmental and safety issues in favor of construction of a line that would serve Ashland/Otter 

Creek.  Previously, the Board’s predecessor approved the construction of a line designed to link 

the Ashland/Otter Creek area with an existing BNSF line at Miles City, finding that the public 

interest test was met by TRRC.  See TRRC I, ALJ Decision at 27-28 (concluding that the public 

interest “is overwhelmingly in favor of approval of the construction and operation application” 

and that “the environmental as well as the economic balance weighs heavily in favor of” the 

supporters of TRRC and against the opposition); TRRC I, Final Decision at 10 (finding that the 

evidence “shows a need for rail transportation to serve coal mines in the Tongue River Valley” 
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and that “[t]his is a provident and necessary expenditure that will give shippers new rail service 

to their benefit and to the benefit of the public as well.”)  More recently, in its 2007 final 

decision in the TRRC III proceeding, the Board concluded based on its Supplemental EIS (which 

updated the TRRC I environmental assessment) that “nothing . . . causes us to question the grant 

of authority” in TRRC I.  TRRC III at 34.  TRRC submits that the record here will allow the 

Board to reach the same pro-construction conclusion once again when it makes a final decision 

in this proceeding.  Also, as discussed further below, granting TRRC’s Application would be 

fully consistent with the Rail Transportation Policy, 49 U.S.C. § 10101, which reflects a public 

interest in sound and competitive rail transportation.      

In fact, the public need for the TRRC line is no less clear now than it has been in the past.   

The lease of the Otter Creek tracts by the State of Montana to Arch has facilitated the 

aggregation of the substantial coal resource in the Otter Creek area so as to allow for the 

development of that resource.  The Otter Creek mine that the TRRC line will serve is currently in 

the permitting and environmental review process, and the significant planned output from that 

mine will supply ample outbound traffic to justify a new rail line by itself.  Further, as shown 

above, there is a very large domestic and export market for the Otter Creek and other Ashland 

area coal, and there are power-generating utilities, i.e., potential users of that coal for the benefit 

of consumers of electricity, which have expressed support for the TRRC project.   

Not only is the need for the railroad clear, but the different alignment now proposed for 

the TRRC line avoids many of the environmental concerns that had been raised previously, 

thereby tipping the balance even more heavily in favor of a finding that the proposed TRRC line 

is in the public interest.  As shown in the Application, the preferred Colstrip Alignment is only 

marginally longer (about 38 miles/one way) for eastbound traffic originating at Otter Creek than 
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the Miles City alignments, and is shorter (by about 50 miles/one way) for westbound traffic.  

Thus, the line will be able to efficiently serve both of the primary markets for which most of the 

coal likely will be destined, the domestic market in the Midwest and export coal market via the 

Pacific Northwest.     

Further, the Colstrip Alignment has significant advantages over the Miles City alignment 

that was previously approved by the Board.  In terms of new rail construction, it is considerably 

shorter than the Miles City alignment (42 miles versus 89 miles) and consequently will have 

fewer environmental impacts.  Specifically, the Colstrip Alignment will impact less acreage, 

including acreage used for agriculture; require less grading and earthwork; avoid the U.S. 

Department of Agriculture’s  Fort Keogh Livestock and Range Research Facility; avoid the 

Montana Department of Fish, Wildlife and Park’s Miles City Fish Hatchery; avoid a crossing of 

Interstate 94; affect a smaller number of landowners; follow to a greater extent existing public 

state and county road corridors; result in fewer private road crossings; reduce significantly the 

number of new rail line miles (from about 81 to about 17) that would be built in the Tongue 

River valley; have the lowest number of stream crossings and take advantage of an existing, 

operational BNSF line (the Colstrip Subdivision).34  The Colstrip Alignment was in fact found 

by the ICC in its prior environmental review in TRRC I to have fewer environmental impacts in 

comparison to other alternatives, including the Miles City alignment previously approved for 

construction.35 

                                                 
34   TRRC prepared and submitted to the Board’s Office of Environmental Analysis the comparative analysis of 
several of the routes under consideration on January 11, 2013.  That Alternatives Screening Analysis is attached 
hereto as Exhibit 6.    The analysis was supplemented on April 30, 2013, after the Board identified additional routes 
for possible analysis.  See Exhibit 6.  
35 See Table 4-14 of 1983 Draft EIS in the TRRC I proceeding, entitled “Summary Impact Table”; Executive 
Summary of the 1985 Final EIS in the TRRC I proceeding and Section 4.15 of that Final EIS, entitled “Summary 
Comparison of Proposed Action and Alternatives,” attached as Exhibit H to the Application. 
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NPRC, however, lists a parade of horribles that it claims will accompany the construction 

and operation of the rail line, including decreased ranch productivity, loss of agricultural land, 

increased traffic, air quality degradation, heightened risk of wildfires; and various public safety 

concerns.  See NPRC Comments at 44-45.  These are the same kinds of claimed impacts that the 

ICC considered previously in its TRRC I EIS and in the update of that EIS in the TRRC III 

proceeding.  Thus, twice before the impacts of a rail line transporting Ashland/Otter Creek coal 

to the BNSF rail line via either a Colstrip or a Miles City routing have been fully assessed, and 

twice before this agency and its predecessor have weighed the balance in favor of construction.  

The Board’s Office of Environmental Analysis (“OEA”) is now preparing a new EIS in which it 

will once again undertake to carefully and thoroughly study the environmental impacts of the 

TRRC proposal so that these, and recommended mitigation measures designed to address 

impacts, can be considered by the Board when it makes a final decision on the question of 

whether TRRC’s proposal is in the public interest. 

In support of its contention that the environmental review should be stopped and a denial 

order issued, NPRC offers no more than a listing of alleged impacts and unsupported contentions 

about the severity of those impacts.  NPRC Comments at 44-48.  NPRC’s list of issues and 

potential impacts, however, consists in virtually all cases of matters readily susceptible of being 

assessed (as they previously have been) through the EIS process and mitigated as appropriate.36   

In fact, virtually all of the issues it has identified have been assessed previously in the 

EISs prepared in TRRC I and updated in TRRC III.  In addition, these same issues are raised in 

NPRC’s Scoping Comments (Appendices 42 and 43 of the NPRC Reply) and are noted in the 

March 19, 2013 Final Scoping Notice issued by OEA in this docket.  That Scoping Notice makes 

                                                 
36  NPRC also raises the issue of payment for the right to cross a landowner’s property.  TRRC is prepared to 
address that issue, when it is ripe, through negotiations with landowners. 



34 

clear that the Board’s EIS will address, inter alia, impacts to ground water and water quality; 

wildlife; agriculture; traffic; the economy of the area; air quality; fires; weed control; safety; 

downline traffic; environmental justice; and cultural resources, among others.  The participatory 

EIS process has allowed, and will allow through comments on the Draft EIS that the Board will 

issue in the coming months, NPRC and others to make their views known on these and other 

issues.  The EIS will provide an opportunity for assessment and analysis based on the relevant 

facts, rather than on overblown rhetoric.     

NPRC makes much of impacts that the TRRC line might have to agricultural operations.  

NPRC Comments at 44-46.  Similar concerns have been raised previously.  See e.g., TRRC I 

FEIS, at viii, and 139-144 (identifying concerns over impacts to agriculture were raised through 

comments; determining that impacts to agricultural lands may result, including displacement and 

lost use); TRRC III Final SEIS, at pgs. ES-10, 3-244 to 3-255, 3-227, 3-230, 3-305, and 3-308 

(noting comments raised with regard to potential impacts to agricultural operations; and 

requiring mitigation measures to compensate for loss of agricultural lands).  TRRC is mindful 

that the land through which its line will traverse is in many cases used for ranching and farming, 

and is prepared to work with landowners to address legitimate concerns.  Railroads have co-

existed with farms and ranches for a very long time in Montana and elsewhere, and the TRRC 

line would be no exception. 

NPRC claims in its Comments, as it did in its scoping comments, that TRRC traffic will 

result in a significant release of coal dust, which it irresponsibly claims is linked to disease.  

NPRC Comments at 46-47.  However, NPRC has failed to submit any evidence to substantiate 

its claims of health-related impacts.  In any event, whether there are any health impacts of coal 
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dust emissions is apparently going to be studied in the EIS, as indicated in the Final Scoping 

Notice at pgs. 20-21. 

Further, NPRC overlooks in connection with its coal dust claim, as well as its downline 

traffic safety and congestion claims, that the Otter Creek mine, the only mine which TRRC will 

serve for the reasonably foreseeable future, will generate only an average of 3.7 loaded 

trains/day.  See Application at 17, Exhibit D.  This is a small fraction of the coal rail traffic that 

is handled daily on BNSF and other rail lines that handle coal originating at the PRB and other 

coal sources around the United States.  In addition, the same surfactant requirement that BNSF 

has imposed by tariff on its PRB mine shippers, requiring the spraying of a dust-reducing agent 

on loaded rail cars at the mine site to limit coal dust emissions and preserve the rail 

infrastructure, will apply to all TRRC-originating trains.     

NPRC attaches to its Comments letters from certain downline communities west of the 

planned TRRC line expressing certain safety and other concerns about the level of coal traffic.  

NPRC Comments, Appendices 47-51.  While NPRC asserts that such safety impacts are 

sufficient to disqualify the TRRC line from approval, its credibility in making these claims is 

undermined by its prediction that there is no market for Otter Creek/Ashland coal, either in the 

United States or abroad.  Moreover, the impacts that will result from the modest amount of 

downline Otter Creek-originating traffic moving on the TRRC line through these communities 

are speculative at this time as the volume of such traffic that will move westbound versus 

eastbound is undetermined, despite NPRC’s repeated and unsubstantiated claims that all of the 

TRRC traffic will move westbound for export.  In any event, the community letters that NPRC 
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has attached to its Comments call on the Board to study downstream impacts, which OEA’s 

Scoping Notice indicates the EIS will do.  See Final Scoping Notice at 14, 23-24.37   

NPRC also makes allegations about the adverse greenhouse gas and climate change 

impacts of TRRC’s transportation of coal to utilities, where the coal will be burned for electricity 

generation.  It bears note that the Board has previously looked at this question in connection with 

the TRRC III EIS, where it concluded that the impact of the TRRC-transported coal on air 

emissions, including CO2 emissions, would be de minimus.  Specifically, the Board found that 

the transportation of coal by the TRRC would not meaningfully increase the level of coal 

consumption or resulting emissions, and that in any event emissions from plants cannot exceed 

state-prescribed emissions limits. See e.g., TRRC III Final SEIS at pgs. 2-48 to 2-49 (“because 

TRRC would likely result in only a minor increase in coal consumption that would be even less 

than the increase that would result from DM&E, the effect of TRRC on air quality, at least on a 

national and regional basis, also would be minor (and less than the impacts on air emissions 

expected to result from DM&E)”); TRRC III Draft SEIS at pgs. 6-18 to 6-22 (“Plant emissions 

are regulated by MDEQ to ensure compliance with state and Federal air quality standards … the 

Board could not control emissions from [ ] power plants [where coal may be delivered], which 

would still be capped by SIPs and individual power plant permit requirements”); TRRC III, 2011 

WL 2421152, at *7 (STB served June 15, 2011).  As noted, OEA has made clear that the EIS 

currently being prepared will address air emissions, including GHG impacts.    

 

                                                 
37 NPRC cites to Indiana & Ohio Ry. Co. – Construction and Operation – Butler, Warren, and Hamilton Counties, 
OH,  9 ICC2d 783 (1993) to contend that the Board should deny construction authority for the TRRC line on safety 
grounds.  The circumstances of that case, however, could not be more different.  There, the applicant had already 
foregone its interest in building the line, the transportation benefits of which were quite modest.  By contrast, the 
safety implications were significant because the line would have bisected a heavily populated suburban area.  Here, 
the TRRC line will not traverse through any heavily populated area.      



37 

3. NPRC Improperly Challenges the Level of Predicted Traffic   

NPRC devotes no less than 33 pages of its Comments to an attempt to prove that there is 

no market for the Otter Creek/Ashland coal, domestically or internationally.  However, at pages 

49-51 of its Comments, NPRC inconsistently argues that TRRC has understated the real volume 

of coal traffic likely to move on its line.  According to NPRC, “more than 8 trains per day could 

originate from this project.”  NPRC Comments at 51.  The difference between the 7.4 loaded and 

empty trains/day predicted in TRRC’s Application and the undefined higher number claimed by 

NPRC is accounted for by the fact that TRRC has based its prediction on ascertainable 

information (i.e., the approximate volume of coal that Arch intends to mine at Otter Creek per 

year when full production at that mine is reached).  NPRC is including coal from the Montco 

mine area, which is not currently the object of any planned or proposed mine development. 

TRRC agrees with NPRC that there is a substantial amount of coal in the Montco mine 

area and that it is likely to be developed at some future time.  Mr. Schwartz’s statement 

addresses generally the expected future demand for this coal and the markets for it.  Since it is 

likely that he Montco mine area will be developed at some future point, TRRC seeks 

authorization for construction of a portion of its line to Terminus 1 at this time, notwithstanding 

the uncertainties in predicting future traffic levels generated from Montco area coal.   

NPRC cites to the 8 train/day threshold in the Board’s rules and suggests that TRRC will 

exceed that threshold, thereby requiring more extensive environmental analysis.  See NPRC 

Comments at 49.  Those rules provide that if a party is preparing an environmental report it must 

include a more detailed analysis of the air and noise impacts of its proposal if the proposal will 

result in an increase of at least 100 percent measured in gross ton miles or more than 8 trains/day 

on any given segment.  49 C.F.R. §§ 1105.7(e)(5)(6).  Here, TRRC did not prepare an 

environmental report, but instead has retained a third-party contractor to work exclusively under 
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the Board’s direction to prepare an EIS as permitted by the Board’s regulations at 49 C.F.R. 

§ 1105.10(d).  See Tongue River R.R. Co., Inc.—Rail Construction and Operation—in Custer, Powder 

River and Rosebud Counties, Mont., 2013 WL 708134, at 4.   

Thus, the cited regulation on which NPRC relies is of no direct applicability.  In any 

event, OEA’s Final Scoping Notice leaves no doubt that air and noise impacts will be fully 

addressed, including downline impacts.  See Final Scoping Notice at 18-21; 27.  TRRC neither 

opposes the scope of the EIS in this regard nor seeks to avoid an appropriately thorough 

environmental review of its project.   

4. NPRC’s Miscellaneous Attacks on the TRRC Proposal Should be 
Rejected  

NPRC makes a variety of unsubstantiated assertions about the TRRC proposal at pages 

51-59 of its Comments, none of which has any merit.  These will be addressed here.   

NPRC claims that, “TRRC purports [in its Application] to evaluate environmental 

impacts relative to the public interest based entirely on the environmental impact statement 

prepared in relation to the TRR I proceeding.”  NPRC Comments at 52.  It urges the STB to 

disregard any part of the Application that relies on the TRRC I EIS, claiming that the Ninth 

Circuit decision in N. Plains Res Council, Inc. v. STB, 668 F.3d 1067, 1085-87 dictates that the 

TRRC I EIS and references to it be ignored. Id 

NPRC is wrong on all counts here.  First, the Board will make a public interest 

determination weighing the transportation benefits against any unmitigated environmental 

impacts once the new EIS is completed.  Nothing in TRRC’s Application is designed to forestall 

that process or suggest instead that the Board rely only on the TRRC I EIS in lieu of the new EIS 

being prepared.  Further, the Board has already found no fault in TRRC’s limited reliance in its 

Application on portions of the TRRC I EIS that address alternatives.  See Tongue River R.R. Co., 
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Inc.—Rail Construction and Operation—in Custer, Powder River and Rosebud Counties, Mont., 

Finance Docket No. 30186, 2013 WL 708134, at 4 (STB served Feb. 26, 2013).  

Second, TRRC’s Application appropriately relied on the TRRC I EIS for some basic and 

indisputable facts about the Colstrip Alignment.  These facts, which were not at issue in the 

Ninth Circuit proceeding, concerned only the adequacy of the EISs in TRRC II and III.  In the 

TRRC I EIS, the Board recited that the Colstrip Alignment is shorter and has fewer land use and 

other direct environmental impacts in most respects relative to the longer Miles City alternatives 

considered then and now.  TRRC submits that these facts remain true, and they are borne out in 

the Alternatives Screening Analyses attached hereto as Exhibit 6.  Notably, NPRC has not 

claimed otherwise about the Colstrip Alignment in any of its submissions, nor could it credibly 

assert the Colstrip Alignment is more impactful.38  Nothing in the TRRC I EIS is either wrong or 

stale in regard to indisputable facts about that Alignment.39     

NPRC next takes issue with the proposition that the TRRC line will benefit the Montana 

economy.  NPRC Comments at 53-54.  Specifically, NPRC argues that the Board should 

disregard a study submitted with the Application (at Appendix D) that describes the short and 

long term economic impacts of the development of the Otter Creek mine and the Tongue River 

Railroad.  See “Impact of Otter Creek Coal Development on the Montana Economy” (“Economic  

Report”) prepared by two professors at the Bureau of Business and Economic Research, 

University of Montana.  The Economic Report underscores the significant economic benefit to 

the State of the rail line and the coal mine development in terms of direct and indirect jobs that 

                                                 
38 NPRC may be constrained to acknowledge this because the Colstrip Alternative traverses a longer distance on the 
Rocker Six Cattle Company ranch, with which it has jointly filed its comments.   
39 The staleness issue addressed in the Ninth Circuit decision concerned aerial photos of habitat and vegetation on 
which the STB relied in the TRRC III EIS.  See 668 F.3d at 1085-87.  TRRC’s Application does not urge STB 
reliance on any potentially outdated photos.     
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will accrue from the development of the mine and the railroad; higher personal incomes; 

population growth; and state tax revenues.  As stated in the Economic Report, “The study finds 

that as a result of Otter Creek coal development, the state economy is significantly larger, more 

prosperous, and more populous than would otherwise be the case.”  See Economic Report at 30.  

Specifically, as shown at Table 5.1 on page 31, 2,648 jobs would be created during the peak 

construction year, as well as 1,740 permanent, year-round jobs once the mine and railroad are 

operational.  These job increases would occur “across a wide spectrum of industries and, largely 

due to rail operations, in most regions of the state.”  Economic Report at 31.  The Report 

describes the diversity of the jobs that would be created, including management, health care, 

transportation, and sales, as well as construction, extraction and government jobs.  See Economic 

Report at 32-34.  Income gains are also described in detail in the Economic Report, which 

concludes that, “The income impacts attributable to the development of Otter Creek coal are 

substantial … [b]oth mining and railroad jobs pay wages significantly above the state average, 

and even though every job created by coal development is not a high paying job, the increased 

income due to the project is substantial.”  Economic Report at 35.  The authors conclude that 

over $100 million of new personal income will be earned annually by Montanans as a result of 

the coal mine and rail construction and over $125 million in annual personal income will be 

earned during the operations phase.  Economic Report at 42.   

The State Government will benefit significantly as well.  The authors predict about $92 

million in additional annual tax revenues from the coal and rail development.  Id.  This is in 

addition to the $85 million lease payment already received by the State from Arch to lease the 

State’s portion of the Otter Creek coal tracts, as well as significant royalties that the State will 

earn once mining commences.  It has been estimated that those royalties could total $1.4 billion 
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over a 40 year period.  See June 25, 2009 Fact Sheet prepared for Land Board, attached as 

Exhibit 7.    

NPRC states (incorrectly) that the Economic Report only looks at “short-term economic 

gains.”  NPRC Comments at 53.  In fact, the Economic Report considers both construction 

impacts and impacts from continued operation over a longer term.  NPRC also states that the 

Economic Report fails to consider “environmental, community and social impacts.”  NPRC 

Comments at 53.  The same critique of the Economic Report as being “one-sided” is made in a 

January 2013 Power Consulting report attached to the MEIC Comments.40  However, this 

criticism is misplaced.  The Economic Report was not designed to weigh economic benefits 

against asserted costs, but rather, to identify the economic plusses of the development of the 

Otter Creek coal resource.  The impacts of the TRRC line that are relevant to the Board’s 

assessment will be addressed in the ongoing environmental reviews of the railroad and of the 

coal mine development, and NPRC will have ample opportunity to make its views known in 

those reviews.  The fact that the Economic Report is limited to economic matters does nothing to 

undermine the credibility of its findings on the economic benefits of the proposed coal mine 

development and TRRC rail line.  These are public interest benefits that are impressive by any 

measure.41  

However, even if the Board were to decide to discount the information in the Economic 

Report about general economic benefits for the State of the railroad and the coal mine, TRRC 

                                                 
40 That Power Report, entitled “The ‘Economics of the Proposed Otter Creek Coal Mine: A Critique of One-Sided 
Economic Analysis,” also takes issue with the magnitude of the economic projections in the Economic Report and, 
not surprisingly given its authorship, with the existence of a market for the coal.  
41 NPRC also attacks the credibility of the Economic Report on the grounds that the two professors who authored it 
acknowledged that they received information from Arch and BNSF.  NPRC Comments at 53.  This type of silly 
critique (where were the professors supposed to get information about expected direct employment if not from 
BNSF and Arch?) illustrates that NPRC has nothing substantive to say about the Economic Report.  By the same 
logic, the credibility of every Board decision is suspect to the extent that the Board relies on information obtained 
from the parties.    
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has met its burden in this proceeding by demonstrating through evidentiary submissions: (1) the 

public need for the line in terms of the impressive market for the coal it will transport and the 

support of those entities that would use the coal; (2) financial fitness; and (3) that the line will 

serve the public interest.  TRRC submits that there is ample evidence in this proceeding, wholly 

apart from the Economic Report, to sustain a determination that the Application should be 

granted. 

NPRC repeats points it has raised previously in its Scoping Comments, namely, that the 

Board needs to consider downline impacts from transporting and burning the coal, as well as 

greenhouse gas/climate change impacts.  NPRC Comments at 54-59.  NPRC’s arguments about 

the greenhouse gas emissions implications of the coal that will be transported on the TRRC line 

are of course grossly inconsistent with its contention that there is no market for that coal.  If there 

is no market, the coal will not be sold and there will be no emissions.   

In any event, the Board’s Final Scoping Notice indicates that downline and greenhouse 

gas issues will be addressed as appropriate in the EIS being prepared by the STB.   Thus, the 

Final Scoping Notice states that the EIS will include a “life-cycle analysis of potential GHG 

emissions.” Final Scoping Notice at 20.  In addition, the Board will also study the impacts of 

“combustion of the coal proposed to be transported on the TRRC line.”  Final Scoping Notice at 

27.  

NPRC argues that “the development of Powder River Basin coal reserves, and associated 

developments including the proposed Tongue River Railroad, is contrary to current National 

policy to reduce Greenhouse Gas Emissions.”  NPRC Comments at 58.  NPRC cites to a 2011 

United Nations Report on the “Framework Convention on Climate Change,” attached as 

Appendix 58 to its Comments.  NPRC also cites to a 2012 IEA report at Appendix 59, which 
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provides an outlook on world energy developments.  NPRC also cites to various other climate 

change/greenhouse gas (“GHG”) policies, including the possibility that the Council on 

Environmental Quality might finalize its current Draft NEPA Guidance on Consideration of the 

Effects of Climate Change and Greenhouse Gas Emissions; a report on Global Climate Change 

Impacts in the United States and EPA’s Tailoring Rule.  NPRC Comments at 59.   

NPRC has failed to show that any of the materials that it cites would require that the 

Board do more than OEA has already announced it is doing in terms of assessing greenhouse gas 

emissions in the EIS now being prepared.42  However, if NPRC is dissatisfied with the Draft EIS 

on these issues, it will have an opportunity to express its views during the EIS public comment 

period.   

As discussed above, the Board’s analysis of the air emissions impacts of the TRRC III 

proposal resulting from the use of TRRC-transported coal at domestic utilities showed that the 

impacts would be de minimus. See e.g., TRRC III Final SEIS, at pgs. 2-48 to 2-49; TRRC III 

Draft SEIS, at pgs. 6-18 to 6-22.  The impact analysis should yield a similar result from the 

current proposal because it is anticipated that Otter Creek coal will substitute coal from other 

sources, rather than result in additional coal use.  Likewise, NPRC does not suggest that the 

availability of Otter Creek coal will result in increased coal usage in the United States or 

elsewhere.  Indeed, any such argument by NPRC would be inconsistent with its contention that 

there is no market for Otter creek coal, domestically or elsewhere.    

OEA will be free to consider greenhouse gas and climate change issues, to the extent that 

they are relevant, as part of its EIS.  The Board can then weigh those and other impacts against 

                                                 
42 For example, EPA’s Tailoring Rule does not apply to TRRC’s proposal.  Rather, as NPRC observes, it regulates 
GHG emissions from stationary sources.  The Board has previously found that this EPA rule could be relevant here 
only to the extent that it would act to limit the emissions from plants that would use coal burned by the utilities that 
receive TRRC-transported coal.  See TRRC III, 2011 WL 2421152 at *10 (STB served June 15, 2011).  
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the benefits of the project.  By contrast, NPRC’s effort to argue that the TRRC project is contrary 

to national policy on GHGs and energy use is misplaced.  There is no national policy that 

prevents the development of the rail infrastructure for handling coal or any other energy 

producing commodities.  Rather, the key national policies that the Board is charged with 

implementing are embodied in the Rail Transportation Policy, at 49 U.S.C. § 10101.  As the 

Ninth Circuit recently found in affirming a Board decision to exempt a rail construction project, 

the relevant statutory policies in the construction setting are those favoring “the development and 

continuation of a sound rail transportation system with effective competition among rail carriers 

and with other modes, to meet the needs of the public and the national defense;” promoting 

“sound economic conditions in transportation and [ensuring] effective competition and 

coordination between rail carriers and other modes” and reducing “regulatory barriers to entry 

into and exit from the industry.”  Alaska Survival, et al., v. Surface Transportation Board, 705 

F.3d 1073, 1078 (9th Cir. 2013) (quoting 49 U.S.C. §10101(4), (5) and (7)).  It is these policies, 

and the liberal policy favoring new rail construction embodied in Section 10901, which must 

govern Board decisions.   

The TRRC proposal is in line with these policies.  The TRRC line will provide an 

efficient means of transporting coal from the Otter Creek and Ashland areas to market in 

coordination with BNSF, thereby serving the interests of those entities that will use the coal, the 

public that will benefit from electricity generation and the State of Montana, which will benefit 

from economic development and enhanced revenues.  It will also promote the entry of a new rail 

carrier.  The relevant policies guiding rail construction dictate that the Board should once again 

find that TRRC’s Application is in the public interest and that it should be approved.      
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III. REPLY TO SCHOLLMEYER COMMENTS  

Schollmeyer states that he does not oppose the Application to the extent that it requests 

STB authority for TRRC to construct the rail line it seeks to construct.  What he takes issue with 

is any authorization for TRRC, as opposed to BNSF, to operate the line.  However, TRRC seeks 

no such operations authorization.  The Application explicitly states that BNSF is expected to be 

the sole operator of the rail line.  See, Application at 1, 12, 30.  Thus, the authority sought by the 

Application is the authority for: (1) TRRC to construct the rail line; and (2) BNSF to serve as the 

operator of the rail line.  In short, the condition sought by Schollmeyer for not opposing the 

Application has been met.   

Notwithstanding that the Board accepted the TRRC Application by decision served on 

January 8, 2013, Schollmeyer argues that the Application is not complete because TRRC has not 

submitted: (1) an application for BNSF to control TRRC; and (2) the agreement between TRRC 

and BNSF regarding BNSF’s operation of the line.  In support of this claim, he cites 49 C.F.R. 

§ 1150.10(d), which requires parties to file “directly related applications” concurrently with a 

construction application.   

BNSF, however, did not need to file a control application in order for the construction 

and operation Application to be complete.  That is because BNSF’s control application is not 

“directly related” to the TRRC construction/operation application.  Nothing in the former 

application has any bearing on TRRC’s proposal to construct or BNSF’s proposed operation of 

the TRRC rail line.  This is in contrast to the type of applications that Section 1150.10(d) 

identifies as examples of “directly related” applications, e.g., a trackage rights application or an 

application to obtain access to terminals.  Likewise, any future BNSF-TRRC agreement for the 

operation of the TRRC line (no such agreement currently exists) is not a “directly related” 
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application (much less an application at all) that needs to be addressed before TRRC has 

authority to construct its line or BNSF authority to operate the line.   

IV. CONCLUSION  

For all of the reasons set forth in the Application and above, TRRC urges that its 

Application be granted.   
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April 25, 2012 

Cha irman Daniel R. Elliott, Ill 
Surface Transportation Board 
395 E Street, SW 
Washington, DC 20423 

Re: Tongue River Railroad, Finance Docket 30186 

Dear Chairman Elliott: 

I am writing to express support for the supplemental application submitted by the Tongue River Railroad 
Company in December 2012 for the construction of a 42-mile rail line in Powder River and Rosebud Counties, Montana 
called the Colstrip Al ignment. 

The state of Montana has some of the most significant reserves of low sulfur, sub-bituminous coal in the United 
States. The Colstrip Alignment would provide rail service to a planned coal mine in the Otter Creek area of Montana that 
is in the process of permitting and any future coal mines in the Otter Creek and Ashland, Montana areas. Such rail 
service is the only viable transportation alternative for bringing Otter Creek and Ashland area coal to market. 

A key to energy development in Montana is the ability to move natural resources from area of development to 
the ultimate market. For the past 30 years the Tongue River Railroad project has been studied, dissected and discussed, 
and roadblocks have been thrown in front of the progress at every step of the way. 

Responsible energy exploration and development on public and private lands is crucial to resolving our nation's 
energy crisis and bui lding Montana's economy. We recognize the significance of coal production to the state economy 
and f inancial assistance it affords local communities throughout Montana. The responsible and timely development of 
new coal mines will provide a much needed economic boost to Montana. We therefore support efforts that will enable 
new coal production to occur, including the development of railroad infrastructure and securing access to f eral and 
state-owned coal reserves. 

The economic impact to Eastern Montana in general and the Billings area specifically is enormous nd we need 
to facilitate, not hinder this process. A June 2012 University of Montana study of the potential of Otter Cr k, shows the 
economic impact to Montana would be $200 million yearly. The mine would generate $92 million in state and local 
taxes, create hundreds of jobs locally and across the state, and increase the state' s population by nearly ,000 people 

On behalf of our 1,170 members and their employees who number over 44,000, the Billings Chamber of 
Commerce/Convention & Visitors Bureau encourages the forward progress of th is spur. 

Bruce Maclntyr~, 
Director, Business Advocacy an 
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TONGUE RIVER RAILROAD COMPANY, INC. – RAIL CONSTRUCTION 

AND OPERATION – IN CUSTER, POWDER RIVER AND 

ROSEBUD COUNTIES, MT 

       
 

VERIFIED STATEMENT OF SETH SCHWARTZ IN SUPPORT OF  
TONGUE RIVER RAILROAD COMPANY’S 

REPLY TO NPRC COMMENTS TO  
SUPPLEMENTAL APPLICATION 

       
 

My name is Seth Schwartz.  I am President of Energy Ventures Analysis, Inc. (“EVA”).  

My business address is 1901 North Moore Street, Suite 1200, Arlington, VA 22209.  I have been 

a principal at EVA since it was founded in 1981.  Since that time, most of my work has been 

consulting for the energy industry regarding coal markets and economics of coal operations and 

coal procurement.  My clients include coal producers, coal consumers, coal transporters, and 

investors in coal operations and coal-fired power plants, as well as regulatory agencies and 

industry associations.  I have testified numerous times regarding coal markets in Federal courts 

(district court, bankruptcy court and the U.S. Supreme Court), State courts, arbitration hearings 

and regulatory agencies, including the Surface Transportation Board, the Federal Energy 

Regulatory Commission, the Environmental Protection Agency, and state public utility 

commissions.   

I am providing this verified statement in response to the April 2, 2013 NPRC Comments 

to Tongue River Railroad Company’s Supplemental Application submitted by Northern Plains 

Resource Council and Rocker Six Cattle Company (jointly, “NPRC”), as well as the November 
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2012 report prepared for NPRC by Power Consulting Inc. (“Power Report”) and the March 2013 

report prepared for NPRC by Synapse Energy Economics (“Synapse Report”), another 

consultant, which are offered as support for NPRC’s Comments.  

My opinions are summarized as follows: 

• Contrary to the claims by NPRC and its consultants, the domestic market for 

Powder River Basin (“PRB”) coal is huge and it is not declining.  While the 

market is no longer growing as fast as it was in 1986 (at the time when the TRRC 

rail line was originally approved), it now averages 450 million tons per year, three 

times larger than it was in 1986. 

• The drop in the domestic market in 2012 was an anomaly due to very mild winter 

weather and extremely low natural gas prices.  This short-term event has already 

ended and is not a trend of declining markets for PRB coal. 

• The Montana PRB domestic market is not severely limited by the sodium content 

of the coal or by transportation factors to just a few power plants as NPRC claims.  

There are a large number of power plants which use Montana PRB coal with 

similar quality as Otter Creek today or have used Montana PRB coal in the past.  

Further, there are many more power plants which are designed to use this high-

sodium coal.  The Montana PRB is projected by the U.S. Energy Information 

Administration (“EIA”) to be the fastest-growing source of U.S. coal production. 

• While there are some power plants that have announced plans to retire due to new 

rules from the Environmental Protection Agency (“EPA”), they constitute only 

10% of the existing domestic market.  Most large plants are already compliant 

with the new EPA rules or are investing in emissions controls.  Excluding plants 

that have plans to retire, existing plants that could use Montana PRB coal 

currently consume approximately 118 million tons per year. 

• The export market is a huge potential market for Montana PRB coal.  While its 

consultants discuss this large and growing market, NPRC claims that this export 

market is “dwindling”.  The fastest-growing coal markets in the world are Asian 

countries which are the logical market for PRB coal exports, including China, 

South Korea and other countries in Southeast Asia. 
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• The committed expansion of the existing ports in western Canada provides 

enough port capacity to handle the proposed production from the Otter Creek 

mine, were one to assume that the entire production of the mine would be 

exported.  In addition, there are several proposed new port projects on the U.S. 

West Coast that could serve coal exports.  Port capacity will not constrain the 

development of the Otter Creek mine. 

• Montana PRB coal has been competitive in the world markets and is likely to be 

competitive in the future.  Cloud Peak’s Spring Creek mine in the Montana PRB 

has been exporting over 4 million tons per year of PRB coal to Asia. 

• It is not possible to predict what percentage of the Otter Creek coal will move 

westbound for export or will be sold to the domestic market, as markets will 

continue to change over time.  It is likely that a meaningful share of the coal will 

be used domestically, primarily, but not entirely, in the Upper Midwest, with the 

remainder exported. 

• The Otter Creek mine and development of other Ashland area coal reserves would 

not create increased coal demand or require increased demand in order to be 

economically competitive.  The Otter Creek coal reserves are becoming steadily 

more economic over time as the existing mines in the Montana and Wyoming 

PRB deplete their coal reserves and are forced to mine higher-cost reserves with 

higher strip ratios (the amount of rock which must be removed per ton of coal 

produced).  While the undeveloped coal reserves at Otter Creek will have strip 

ratios of 3.0:1 (cubic yards of rock per ton of coal), new leases to maintain 

production at existing PRB mines now have strip ratios over 4.0:1 and up to 5.0:1.  

The productivity of the existing PRB coal mines has been declining and costs 

have been rising due to these rising strip ratios, which is making the Otter Creek 

coal reserve comparatively more economic over time. 
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I. There is a Large Domestic Market for Otter Creek and Ashland Area Coal 

 
A. The NPRC Comments Misrepresent Both the Current and Projected Size of 

the Domestic Market for Powder River Basin Coal  

 
NPRC, the Power Report and the Synapse Report are replete with statements suggesting 

that the domestic market for Powder River Basin (“PRB”) coal has declined significantly and is 

expected to decline in the future.1  These sweeping statements rely on an unusual short-term 

event to selectively show a decline in the market and misrepresent the coal forecasts to imply 

that the domestic market for PRB coal is expected to decline in the future. 

1. The Market for PRB Coal is Still over 400 Million Tons per Year 

While it is true that the growth in domestic demand for PRB coal has slowed, and even 

declined in 2012, it is not true that the market for this coal could be described as so small that it 

is not adequate for the entry of a new mine at Otter Creek.  The production of PRB coal did grow 

dramatically from 1986 through 2006, before leveling out at about 460 million tons per year for 

the years 2009 – 2011.  As described further below, there was a decline in 2012 to 419 million 

tons due to the temporary impact of very mild weather on the natural gas and electric power 

markets.  Even at the total 2012 market of 419 million tons per year for PRB coal and 1,061 

million tons for all U.S. coal,2 the Otter Creek mine operating at 20 million tons per year would 

supply less than 5% of the PRB coal market and less than 2% of the total U.S. coal market. 

                                                 
1 NPRC Comments at 2:  “The demand for PRB coal is so low …”; “Domestic demand for coal is declining 
precipitously…” 
NPRC Comments at 10:  “All of these factors lead to the decline in demand for coal…” 
Power Report at 1:  “Coal demand in the historical markets for PRB coal … are projected to decline.” 
Synapse Report at 2:  “Demand for coal is falling across the United States…” 
2 EIA Quarterly Coal Report, October – December 2012, page 7 at http://www.eia.gov/coal/production/quarterly/  
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Exhibit 1:  Powder River Basin Coal Production 1984 – 2012 (mm tons)3 

 

2. The Drop in PRB Coal Demand in 2012 was due to Temporary 
Factors 

The decline in domestic coal consumption in 2012 was driven by the unusually mild 

winter weather of 2011–2012.  The mild weather caused a drop of 1.7% in total retail electric 

power sales from 2011 to 2012 (including a drop of 3.4% in residential power demand) and a 

corresponding decline in electric power generation.4  The fall in demand for natural gas for 

residential home heating was even more dramatic, down 11.4% from 2011 to 2012.  The total 

demand for natural gas for residential and commercial use fell 786 billion cubic feet from 2011 

to 2012.5  This created a massive surplus of natural gas and record high gas inventories, which 

caused natural gas prices to fall sharply, with prices at Henry Hub reaching a low of $1.95 per 

million Btu in April 2012, down from $3.81 per million Btu at the beginning of the winter in 

November 2011.6  The natural gas surplus had no place to go other than the electric power 

                                                 
3 EIA Annual Coal Reports 1984 through 2011 at http://www.eia.gov/coal/annual/ and Mine Safety and Health 
Administration Data Retrieval System at http://www.msha.gov/drs/drshome.htm  
4 EIA Electric Power Monthly, April 2013, Table 5.1 at http://www.eia.gov/electricity/monthly/pdf/epm.pdf  
5 EIA Monthly Energy Review, April 2013, Table 4.3 at http://www.eia.gov/totalenergy/data/monthly/pdf/mer.pdf  
6 EIA website at http://tonto.eia.gov/dnav/ng/hist/rngc1w.htm 
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market, displacing coal-fired generation.  As a result of both the decline in demand for electricity 

in 2012 and the increase of gas-fired generation, the demand for coal for power generation fell 

11.6% from 929 million tons in 2011 to 821 million tons in 2012.7 

There were unusual events in 2012 which negatively affected the market for Montana 

PRB coal which are unlikely to be repeated.  In November 2011, the largest customer for 

Westmoreland Coal’s Absaloka mine (one of the 4 mines operating in the Montana PRB) was 

shut down by a fire in the boiler of Sherburne County Unit 3 and did not operate for all of 2012.8  

As a result, the production at Absaloka fell from 5.6 million tons in 2011 to 2.7 million tons in 

2012, its lowest level since 1987.9  Further, hydroelectric power generation in the Pacific 

Northwest was above normal for the second straight year, depressing coal burn at the Colstrip 

station in Montana (the largest market for Montana coal) to 7.8 million tons, compared to a 

typical annual burn of almost 10 million tons.10 

The short-term drop in domestic coal demand is expected to turn around in 2013.  The 

winter weather returned to normal, natural gas inventories fell back to normal and natural gas 

prices recovered to over $4.00 per million Btu by April 2013.11  In its most recent Short-Term 

Energy Outlook, EIA projects:  “EIA expects total coal consumption will increase by 7.3 percent 

from 890 MMst in 2012 to 955 MMst in 2013 as consumption in the electric power sector rises 

due to higher electricity demand and high natural gas prices.”12  Thus the hyperbole in the NPRC 

                                                 
7 EIA Electric Power Monthly, April 2013, Table 2.1 at http://www.eia.gov/electricity/monthly/pdf/epm.pdf  
8 Westmoreland Coal, 2012 SEC Form 10-K, page 32 at 
http://www.westmoreland.com/library/2013_SEC_Filings/WLB_-_12.31.2012_-_10K_at_031213_Final.pdf  
9 Mine Safety and Health Administration, data retrieval system at http://www.msha.gov/drs/drshome.htm  
10 EIA 923 data 1998 – 2012 at http://www.eia.gov/electricity/data/eia923/  
11 EIA website at http://tonto.eia.gov/dnav/ng/hist/rngc1w.htm 
12 EIA Short-Term Energy Outlook, May 2013, page 7 at http://www.eia.gov/forecasts/steo/pdf/steo_full.pdf (note 
that EIA is referring to coal consumption for domestic electric power generation, not including other domestic 
demand and exports) 
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Comments (“it is unreasonable to expect that there will be domestic demand for Otter Creek and 

other Ashland area coal”) is unfounded. 

3. The Long-Term Domestic Market for PRB Coal is Projected by EIA 
to be Large and Growing 

EIA has recently released the Annual Energy Outlook (“AEO”) 2013, which is a forecast 

of energy supply and demand through 2040.  TRRC and NPRC both relied upon the Annual 

Energy Outlook Early Release in the Supplemental Application and in the NPRC Comments, 

respectively.  EIA forecasts that the total demand for US coal will increase at an average annual 

rate of 0.2% from 2011 to 204013, not decline as the Power Report and the Synapse Report 

represent.  NPRC argues that “TRRC’s characterization of the [EIA] report is misleading and 

inaccurate” because the Early Release referenced that coal production would grow, not 

consumption.14  Regardless of the NPRC’s illogic (if coal production grows, obviously coal 

consumption must also be growing), the EIA AEO does project that domestic coal consumption 

will grow at the same 0.2% annual rate through 2040 as coal production.15  

Further, EIA projects that Montana PRB coal will be the fastest-growing coal supply 

region of any region in the country.  As shown in Exhibit 2 below, EIA’s detailed AEO tables 

project that Montana PRB coal will grow at an average annual rate of 2.0% from 2011 to 2040, 

while the next highest-growth region is at a lower 1.2% average annual rate.16  EIA’s forecast of 

Montana PRB coal production increases from 41.7 million tons in 2011 to 73.4 million tons in 

2040, quickly recovering from the drop in 2012 and showing rapid growth beginning in 2017 

(about the time that Otter Creek could be on line).  EIA further divides the projection for 

                                                 
13 EIA, Annual Energy Outlook, Table A15 at http://www.eia.gov/forecasts/aeo/pdf/0383%282013%29.pdf  
14 NPRC Comments at 11 
15 EIA, Annual Energy Outlook, Table A15 at http://www.eia.gov/forecasts/aeo/pdf/0383%282013%29.pdf 
16 See http://www.eia.gov/oiaf/aeo/tablebrowser/#release=AEO2013&subject=7-AEO2013&table=95-
AEO2013&region=0-0&cases=ref2013-d102312a  
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Montana PRB coal into “low-sulfur” like Otter Creek, and medium-sulfur (like the existing 

Rosebud and Absaloka mines).  EIA forecasts that the production of low-sulfur Montana PRB 

coal will grow at the rate of 2.8% annually through 2040, from 24.4 million tons in 2011 to 54.1 

million tons in 2040.17  Clearly, EIA thinks that there will be demand for the Otter Creek coal. 

Exhibit 2:  EIA Forecast of Montana PRB Coal Production 2011 – 2040 (mm tons) 

 
 

As shown in Exhibit 3, EIA projects that the entire PRB (Montana and Wyoming) will 

resume its growth after 2016 and will exceed 500 million tons per year by 2023 and exceed 550 

million tons per year by 2034.18  While this rate of growth is slower than the PRB experienced 

from 1984 to 2007, it is still projected to be a very large and growing market which will need 

expanded coal production to supply it. 

                                                 
17 ibid 
18 ibid 
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Exhibit 3:  EIA Forecast of PRB Coal Production 2011 – 2040 (mm tons) 

 

The NPRC Comments rely on the Synapse Report, which alleges that “falling prices of 

natural gas coupled with higher mining and transportation costs for coal have eroded coal’s 

competitiveness.”19  However, the data in the Synapse Report show that coal still has a 

substantial cost advantage over natural gas, just not as large as it was at the peak of natural gas 

prices.  The Synapse Report cites the EIA Electric Power Annual 2011 for the delivered cost of 

fuel for the electric power industry; however Synapse has misrepresented and manipulated the 

data to exaggerate the decline in natural gas prices relative to PRB coal prices.  Synapse claims 

that its chart20 presents the price of natural gas and subbituminous coal (i.e., PRB coal), but the 

prices presented are actually for bituminous coal, which is much higher cost.  Further, by starting 

the chart at the peak of gas prices, the decline in gas prices looks more dramatic. 

I have presented the full data on delivered prices (including the commodity price and 

transportation) for coal and natural gas from the EIA Electric Power Annual 2011 on Exhibit 4 

                                                 
19 NPRC Comments at 2; Synapse Report at 1 
20 Synapse Report at 5, Figure 2  
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below.  In 2011, the delivered price of subbituminous (PRB) coal was $1.90 per million Btu, 

compared to $2.94 per million Btu for bituminous coal and $4.72 per million Btu for natural 

gas.21  Thus PRB coal retains a large delivered cost advantage over both natural gas and 

bituminous coal; still larger than it was in 2002. 

Exhibit 4:  Average Delivered Cost of Natural Gas and Coal to the Electric Power Industry 

 

 

B. The Market for Otter Creek Coal is Not Severely Constrained by its Sodium 
Content and Relative Transportation Costs 

The NPRC Comments, the Power Report and the Synapse Report all assert that the 

market for Otter Creek coal is severely limited by its sodium content.22  This assumption is a key 

element in the arguments raised by these parties, i.e., there are very few power plants that can 

burn this coal due to its sodium content.  Further, they all contend that the market for Otter Creek 

coal is limited to a small geographic region because of its location and relative transportation 

                                                 
21 EIA, Electric Power Annual 2011, Table 7.4 at http://www.eia.gov/electricity/annual/pdf/epa.pdf  
22 NPRC Comments at 2, “few electric utilities are willing to accept it due to its high sodium content” 
Power Report at 16, “the high sodium character of the Otter Creek coal limits the market into which it can be sold” 
Synapse Report at 1, “high sodium content limits Otter Creek’s customer base” 
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costs compared to the Wyoming PRB mines.23  Both of these assertions are grossly exaggerated 

and are not founded on any analysis done by these parties. 

1. There are Many Power Plants That Have Used and Will Use Higher-
Sodium Coals 

The assertions made regarding the marketability of Otter Creek coal given its sodium 

content in the NPRC Comments, the Power Report and the Synapse Report all have the same 

referenced source:  the Otter Creek Property Summary Report prepared by Norwest Corporation 

in 2006.  They all assert that high-sodium coal causes slagging problems in boilers and claim that 

“boiler slag is the molten bottom ash produced in wet bottom boilers”.24  This is incorrect in 

several respects: 

• Slag is the retained solid material from coal (ash) which adheres to the furnace.  It is not 

produced in wet bottom boilers; it is produced in all boilers.  Wet bottom boilers are 

called wet bottom because they are designed to remove slag from the furnace in molten 

form. 25  Thus, wet bottom boilers require a coal with a low ash fusion temperature, such 

as Otter Creek.  For these boilers, a slagging coal is not a problem, it is a necessity. 

• All PRB coals, including those in Wyoming, are slagging coals (they have a low ash 

fusion temperature).  Wyoming PRB coal causes similar slagging problems as Montana 

PRB for boilers not designed for coal with low ash fusion temperature.26 

                                                 
23 NPRC Comments at 14,   “Otter Creek … will not be able to compete with Wyoming PRB coal … because of the 
transportation costs and higher sodium content of Otter Creek coal” 
Power Report at 12,  “Montana PRB … suffers from of (sic) a transportation disadvantage relative to the Wyoming 
PRB” 
Synapse Report at 3,  “Montana coal is at a relative disadvantage to Wyoming” 
24 NPRC Comments at 2, Synapse Report at 1, Power Report at 14 
25 Babcock and Wilcox, Steam, its generation and use, Chapter 21, Fuel Ash Effects on Boiler Design and Operation  
(Babcock and Wilcox is the inventor and manufacturer of the cyclone boiler, which is the principal wet bottom 
boiler in use in the United States).  See http://203.158.253.140/media/e-
Book/Engineer/Power%20Plant/Steam%20Generation%20and%20Use/pdf/Chap%2021.pdf  
26 Lehigh Energy Update, “Accounting for Changes in Coal Properties when Optimizing Combustion, March 2002 
at http://www.lehigh.edu/~inenr/leu/leu_31.pdf  
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• The high sodium content of Montana coals can cause fouling in the superheater area 

(from fly ash), which is a different problem for boilers not designed for this coal.  Power 

companies deal with this problem with sootblowers and tube spacing.27 

• Sodium does not “interfere with air pollution control devices” as asserted in the Power 

Report,28 it is used as an additive to improve the performance of air pollution control 

equipment.  Many plants add trona, a naturally-occurring sodium carbonate mineral to 

improve the performance of electro-static precipitators and to control acid mist.29 

• All Montana PRB coals are high-sodium.  The Otter Creek coal is no different than the 

coals that have been produced and sold in Montana for many years. 30  Power plants that 

have used Montana PRB coals in the past, or that have wet bottom boilers which are 

designed for low ash fusion temperature coals, are all likely markets for higher-sodium 

Montana PRB coal. 

2. Montana PRB Coals have a Transportation Advantage to Some 
Markets and a Disadvantage to Other Markets 

Compared to the Wyoming PRB coals, the Montana PRB coals have a shorter rail 

distance to reach customers in the northern states (primarily Montana, Washington, Oregon, 

North Dakota, Minnesota, Wisconsin, Michigan and the Great Lakes) and a longer rail distance 

to reach markets in states farther south.  Accordingly, these northern states will be the primary 

domestic market for the coal.  This does not mean that all customers in the northern states use 

Montana PRB coal and all markets in the southern states use Wyoming PRB coal.  It merely 

means that if all other factors are equal (mine price, coal quality, etc.), the customers in the 

                                                 
27 Babcock and Wilcox, Steam, its generation and use, Chapter 21 
28 Power Report at 14 
29 See Babcock & Wilcox “Trona Injection for Effective SO3 Mitigation” at http://www.babcock.com/library/pdf/ps-
415.pdf  
30 Norwest Corporation, Montana Otter Creek State Coal Valuation, January 30, 2009, page 2-2 (attached as SS-1).  
Exhibits attached to this verified statement have the prefix “SS-“. 
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northern states will prefer Montana PRB over Wyoming because of a freight mileage advantage 

and vice versa.   

I have estimated the rail mileage distances for Otter Creek and the competing Wyoming 

PRB mines to a number of potential domestic markets.31  Otter Creek has a mileage advantage of 

over 355 miles to Duluth (857 miles vs. 1,212 miles) to serve the markets in Minnesota and the 

Great Lakes (power plants in Michigan).  Otter Creek also has a shorter distance to load coal on 

the Mississippi River (857 miles to St. Paul) for transfer to barge delivery than the Wyoming 

PRB mines (1,169 miles to St. Louis).  For customers located near Chicago, or served by eastern 

railroads with interchange in Chicago, Otter Creek has a mileage disadvantage to Chicago of 131 

miles (1,329 miles compared to 1,198 miles from the Black Thunder mine).  For customers to the 

south, such as the Coronado plant in Arizona, Otter Creek has a mileage disadvantage of over 

400 miles (1,864 miles vs. 1,445 miles).   

Even though the transportation differentials mean that Montana PRB coal will be more 

competitive in the northern states and less competitive in the southern states, the rail mileage 

difference is only one factor in the competition to supply the most economic coal to all of the 

markets.  The Synapse Report cited a study by the Energy Information Administration (EIA) 

regarding coal transportation rates to the electric power sector. 32  This study estimated that the 

average delivered price for PRB coal in 2010 was $29.76 per ton, with an average rail 

transportation cost of $17.31 per ton.33  A difference in the rail rate of 10% due to the difference 

in miles would be a difference in the delivered price of 6%, which could be offset by the 

difference in the mine prices between Otter Creek and the Wyoming PRB.   

                                                 
31 Source:  PCMiler rail software 
32 Synapse Report at 8 
33 EIA Coal Transportation Rates to the Electric Power Sector, Table 7 at 
http://www.eia.gov/coal/transportationrates/pdf/table7_PRB_Averages.pdf  
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C. The Potential Domestic Market for Otter Creek and Montana PRB Coal is 
Huge 

Rather than a market limited to a “small number of Midwestern generating plants”,34 

there is a large potential market consisting of power plants which either 1) already use Montana 

PRB coal; 2) have used Montana PRB coal in the past but currently use Wyoming PRB coal due 

to economic advantages; or, 3) currently use Wyoming PRB coal and have a boiler design with 

wet bottom (cyclone) boilers which prefer coals with low ash fusion temperature (high-sodium) 

and are likely potential customers for Otter Creek coal.  Contrary to the contentions in the 

Synapse Report35 and the Power Report,36 few of these plants have announced plans to retire. 

1. NPRC Overstates the Number of Coal-Fired Plants Announced for 
Retirement 

The NPRC Comments make claims regarding the potential for retirement of coal-fired 

plants at several specific existing customers for Montana PRB coal that are not supported by the 

record. 

• Minnesota Power:  The NPRC Comments cite the Minnesota Power 2013 

Resource Plan in support of the contention that “the number of power plants Otter 

Creek and other Ashland area mines could serve will soon decrease”.37  The 

NPRC Comments make much of the fact that Minnesota Power plans to convert 

an existing coal-fired plant at Laskin Energy Center to a gas peaking facility in 

2015.  What the NPRC Comments fail to mention is that the Laskin station is 

Minnesota Power’s oldest (built in 1953) and smallest plant (only 110 MW), 

which burned only 334,000 tons of coal in 2011.  In contrast, the same Resource 

                                                 
34 Power Report at 14, similarly NPRC Comments at 15 and Synapse Report at 25 
35 Synapse Report at 25 
36 Power Report at 20 
37 NPRC Comments at 17 
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Plan38 affirms that the Boswell Energy Center, which is its largest coal-fired 

facility at over 1,000 MW and supplies over one-third of the company’s power 

supply, is economic for Minnesota Power to invest in emissions controls and will 

continue to operate for the entire planning period.  The Boswell plant burns over 4 

million tons per year and is one of the largest markets for Montana PRB coal.  

The retirement of the tiny Laskin plant is almost irrelevant.  The contention that 

there will be a large decline in demand for Montana PRB coal because power 

plants are retiring is rebutted by Minnesota Power’s Resource Plan. 

• DTE Energy:  The NPRC Comments cite a report by the Union of Concerned 

Scientists claiming that many power plants are “ripe for retirement”.39  While it 

may be true that this advocacy group thinks that these coal-fired plants should be 

retired, their opinion matters little compared to the power companies who own 

these plants.  The NPRC Comments specifically cite 2 power plants owned by 

Detroit Edison (St. Clair and Trenton Channel) as “ready for retirement” because 

these are 2 of the plants listed in the Norwest report.  However, DTE Energy 

(Detroit Edison) has stated that it plans to invest in new emissions control 

equipment for its coal-fired power plants.  In its 2012 SEC Form 10-K, DTE 

states that it will make approximately $1.6 billion of capital expenditures through 

2020 to comply with emissions regulations.40  In its most recent financial 

presentations, DTE outlines its plans for its coal fleet and identifies only 203 MW 

which will be retired in the short-term and another 650 MW which may be retired 

                                                 
38 NPRC Comments, Appendix 9 at 38 
39 NPRC Comments at 19 
40 DTE Energy Company Form 10-K 2012, page 26 at http://phx.corporate-ir.net/phoenix.zhtml?c=68233&p=irol-
sec  
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pending EPA regulations, while another 6,830 MW are classified as long-term 

units (operate at least 20 more years) and medium-term units (may face retirement 

after 2020).41 

2. The Potential Domestic Market for Otter Creek and Montana PRB 
Coal 

I have performed an analysis of the potential domestic market for Otter Creek coal.  I 

have defined the potential domestic market for Otter Creek coal to include 1) plants which are 

currently purchasing Montana PRB coal; 2) plants which have previously purchased Montana 

PRB coal; and 3) plants which are purchasing PRB coal and have wet bottom boilers which 

prefer high-sodium coal.  Also, I have considered the impact of the announced plans to retire 

existing coal-fired units on the potential market.  This analysis is based on the coal purchases in 

2011 (the last full year with complete data reported to EIA).42  My conclusions are: 

• In 2011, the total domestic demand (purchases) of PRB coal by all electric power 

plants (excluding industrial markets) was 445.4 million tons.  This demand 

included 416.1 million tons of Wyoming PRB coal and 29.3 million tons of 

Montana PRB coal. 

• Of the 2011 PRB coal demand, 47.9 million tons were at power plants which have 

announced plans to retire through 2025, which is only 11% of the existing market.  

The demand from these retiring plants will be offset by increased demand from 

several new power plants that were under construction in 2011 (Turk, Sandy 

Creek and Dry Fork) as well as increased utilization of existing plants with 

growing demand for electricity. 

                                                 
41 DTE Presentation, Citi Global Energy & Utilities Conference, May 15-16 2013, page 15 at http://phx.corporate-
ir.net/phoenix.zhtml?c=68233&p=irol-presentations  
42 See EIA data for calendar year 2011 at http://www.eia.gov/electricity/data/eia923/ 
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• The potential domestic power market for Montana PRB coal is about 139.7 

million tons per year, which is the amount of PRB coal purchased at plants which 

are currently using at least some Montana PRB coal (45.6 million tons/year), 

other plants which have used Montana PRB coal in the past (55.0 million 

tons/year), and other plants which have cyclone boilers (39.2 million tons/year).  

Excluding plants which have announced plans to retire, the potential domestic 

power market for Montana PRB coal is about 118.0 million tons per year. 

The detailed plant-specific table supporting this analysis is shown on Appendix 1.43 

                                                 
43 Data on 2011 generation, burn and coal purchases comes from EIA 923 data at 
http://www.eia.gov/electricity/data/eia923/; identification of plants which burned Montana PRB coal in previous 
years comes from EIA and FERC 423 data at http://www.eia.gov/electricity/data/eia423/; identification of which 
plants are cyclone and wet bottom boilers comes from EPA Air Markets Program at http://ampd.epa.gov/ampd/ 
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II. The Export Market for Otter Creek and Montana PRB Coal is Large and has 
Viable Transportation Options 

The NPRC Comments claim that “There is no International Demand for Otter Creek 

Coal,”44 yet their own expert reports that “the new markets for Montana PRB coal envisioned by 

PRB coal companies [is] exports to Asia.”45  In fact, there is a large and growing export market 

for US coal and the coal from Otter Creek and the Ashland area is well-situated to supply it.  The 

NPRC Comments’ arguments appear to come down to these points: 

• “U.S. infrastructure is not aligned for exporting Otter Creek coal to Asia.”46 

• “Otter Creek coal cannot compete in the dwindling markets for steam coal in 

Europe, Japan and South Korea.”47 

I will address each of these claims. 

A. Expanding Terminal Capacity on the West Coast is Planned to 
Handle Increasing Coal Exports to Asia 

The NPRC Comments consider the plans for new export coal terminals in the State of 

Washington, but discount the impact of the expansions of the existing coal terminals in Canada 

to significantly increase the ability for PRB coal (both Montana and Wyoming) to export coal to 

Asia.  The NPRC Comments only mention the Westshore Terminal in Vancouver, Canada and 

incorrectly claim that it is already operating near capacity and that the capacity expansion at 

Westshore is not “going smoothly.”  In fact, there are 3 large existing coal terminals in Canada 

(Westshore, Neptune and Ridley), all of which are expanding and all of which provide the ability 

for increased exports of US coal from Montana and Wyoming to Asia, as described below. 

                                                 
44 NPRC Comments at 19 
45 Power Report at 17 
46 NPRC Comments at 26 
47 NPRC Comments at 28 
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Westshore Terminals Investment Corporation is a public company which owns the 

Westshore Terminal at Roberts Bank, British Columbia.  The coal export terminal is located only 

500 meters from the United States border48 and is the largest coal export terminal (based on 

shipments) in North America.  Westshore is served by the BNSF railroad as well as the CP and 

CN railroads.  As Westshore Terminal Investment Corporation states, “In recent years, 

Westshore has proved to be an increasingly popular choice on the West Coast for United States 

mines, particularly in the Powder River Basin in Montana and Wyoming.  U.S. shipments 

reached a record 8.2 million tonnes in 2011.”49  Not only are the NPRC Comments wrong that 

“recent plans to increase Westshore’s capacity from 27 million tons to 30 million tons has 

resulted in significant local opposition” but the recent expansion of Westshore was actually 

completed late in 2012 and “it is now estimated that the throughput capacity is approximately 33 

million tonnes, under current and foreseeable operating conditions.”50  Westshore’s exports were 

a record 27.3 million tonnes51 in 2011 (2012 exports fell to 26.1 million tonnes because an 

accident disrupted loading), which included 8.2 million tonnes of coal from Montana and 

Wyoming.52  U.S. coal accounts for 29% of the exports from Westshore.53  There are only 3 

Canadian companies (Teck, Coal Valley and Grande Cache) exporting coal through Westshore 

and these exports are not likely to grow in the future.  While Teck plans to increase production 

by 3 million tonnes per year, Coal Valley has idled one of its two mines and its exports are 

falling.54  The expansion of Westshore provides an additional 6 million tonnes per year of excess 

                                                 
48 See www.westshore.com  
49 Ibid  
50 Westshore Terminals Investment Corporation, Annual Information Form, March 19, 2013, page 3 at 
http://www.westshore.com/pdf/finance/2012/aif.pdf  
51 Note that all of the data for Westshore is in metric tons (tonnes); one metric ton equals 1.10231 short tons 
52 See www.westshore.com 
53 Westshore Terminals Investment Corporation, Annual Information Form, March 19, 2013, page 6 
54 Sherritt International Corporation, Annual Information Form, page 44 at 
http://www.sherritt.com/getattachment/33fb64ba-3744-449a-a45d-47a1cd6ab035/2012-Annual-Information-Form  
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capacity for increased exports of coal from Montana and Wyoming on top of the 8 million tonnes 

currently exported.  

The second export coal terminal in Vancouver is the Neptune Terminal, owned by Teck 

Coal and served by BNSF, CP and CN railroads.  Neptune has recently completed an expansion 

of its capacity from 8.5 to 12.5 million tonnes per year and plans to further increase export 

capacity to 18.5 million tonnes per year.55  Exports through Neptune reached a high of 6.4 

million tonnes in 2012.56  The expansion will provide an additional 12 million tonnes per year of 

available capacity for U.S. coal exports, as there are no expansions planned for Canadian 

producers (other than Teck’s 3 million tonnes per year) in southeast British Columbia which 

would be shipped through Vancouver. 

The third large Canadian coal export terminal is Ridley Terminal, located in Prince 

Rupert, British Columbia and served by the CN railroad.  Ridley was built in 1984 to handle coal 

exports from the new mines in northeast British Columbia.57  Ridley has existing export capacity 

of 12 million tonnes of coal per year and exported 11.5 million tonnes in 2012.58  Ridley has 

begun construction on a project to more than double its export capacity to 25 million tonnes per 

year, with completion by the end of 2014.59  In 2011, Ridley signed contracts to handle 

shipments of Powder River Basin coal with Arch Coal, Cloud Peak Energy and Enserco Energy 

(a coal trader).60  While much of the additional capacity at Ridley is expected to be supplied by 

                                                 
55 Teck Fourth Quarter 2012 Investor Presentation, February 7, 2013, page 12 at 
http://www.teck.com/Generic.aspx?PAGE=Teck+Site%2fInvestors+Pages%2fFinancial+Reporting+Pages%2fQuart
erly+Reports&portalName=tc  
56 Westshore Terminals Investment Corporation, Annual Information Form, March 19, 2013, page 6 
57 Ridley Terminals Inc., 2011 Annual Report, page 1 at 
http://www.rti.ca/sites/default/files/annualreport/Ridley_2011AR_English_V4.pdf  
58 Westshore Terminals Investment Corporation, Annual Information Form, March 19, 2013, page 6 
59 Ridley Terminals Inc. 2012 Third Quarter Report, page 4 at 
http://www.rti.ca/sites/default/files/2012_q3_financial_statements_en_-_final_v2.pdf  
60 Ridley Terminals Inc. 2011 Annual Report, page 7 
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new Canadian mines (Teck’s Quintette mine and Coalspur’s Vista project), Ridley is likely to 

have additional capacity to handle PRB coal beyond the existing contracts. 

Another existing terminal in Vancouver, Canada, Fraser Surrey Docks, is served by the 

BNSF railroad and is proposing to add the ability to export 4.0 million tonnes per year of PRB 

coal.  The operation is expected to start exporting in 2014 and reach full capacity the next year.61  

This would provide the capacity for an additional 4 million tonnes per year. 

In total, the expansion plans at the existing Canadian terminals would add 35 million 

tonnes per year of export coal capacity above the shipments in 2012.  Even if all of the Ridley 

expansion were consumed by new Canadian coal mines, there would be 22 million tonnes per 

year (24.25 million tons per year) of new capacity in the Port of Vancouver available for 

increased shipments of PRB coal from Montana and Wyoming.  This capacity is more than 

enough to accommodate the new Otter Creek mine, even if one were to assume that all projected 

Otter Creek coal is exported.  The terminals in Vancouver, Canada are perfectly “aligned” to 

handle exports of Montana PRB coal to Asia; that is what they are doing today.  Westshore 

reports that 79% of its exports are to Asia and Ridley reports that 90% of its exports are to 

Asia.62 

There are also 3 large new terminal projects proposed in Washington and Oregon to 

handle increased coal exports from the PRB to Asia.  The terminal projects are: 

• SSA Marine Gateway Pacific Terminal in Cherry Point, Washington is a proposed 

new terminal to handle dry bulk commodities (coal, grain and potash).  The port 

would be served by the BNSF railroad and would be designed to handle up to 54 

                                                 
61 Fraser Surrey Docks memo to Port Metro Vancouver, May 13, 2013 at 
http://www.fsd.bc.ca/_documents/detailed_project_scope.pdf  
62 Westshore Terminals Investment Corporation, Annual Information Form, March 19, 2013, page 3 and Ridley 
Terminals Inc. 2011 Annual Report, page 7 
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million tons per year, of which 48 million tons is expected to be coal.63  It can 

load capesize vessels in deep water and is located near an oil refinery and an 

aluminum smelter.64  Peabody Energy (the largest producer in the Wyoming PRB) 

has a contract to ship up to 24 million tonnes per year of coal through Gateway 

Pacific.65  Cloud Peak Energy (the third-largest PRB coal producer) has 

announced a contract to ship up to 16 million tons per year.66  While the NPRC 

Comments at page 26 state that “Arch Coal is also invested in the planned 

Gateway Pacific terminal”, that is not correct.67 

• Millennium Bulk Terminals in Longview, Washington is an operating bulk 

material terminal which is planned to handle coal exports.  The terminal is located 

on the site of an idle aluminum smelter on the Columbia River.68  It is served by 

both the BNSF and UP railroads and can load Panamax vessels.  The planned 

capacity is 44 million tonnes per year of coal.  The project is owned by Ambre 

Energy and Arch Coal has a 38% ownership interest.69  Cloud Peak also has an 

option to export up to 5 million tonnes per year through the terminal.70 

• The Morrow Pacific project is a proposed new terminal at the Port of Morrow, 

Oregon on the Columbia River, served by the UP railroad.  The coal would be 

barged to the Port Westward Industrial Park and transloaded to Panamax ocean 

                                                 
63 Gateway Pacific Terminal Project Information Document, February 28, 2011, page 1-9 at 
http://gatewaypacificterminal.com/wp-content/uploads/2011/09/GPT%20PID%20DOCUMENT.pdf  
64 See Gateway Pacific Terminal website at http://gatewaypacificterminal.com/the-project/what/  
65 See http://www.peabodyenergy.com/content/120/Press-Releases  
66 See http://www.businesswire.com/news/home/20130213005880/en/Cloud-Peak-Energy-Announces-Option-
Agreement-SSA  
67  Gateway Pacific Terminal Project Information Document, February 28, 2011, page 1-10 at 
http://gatewaypacificterminal.com/wp-content/uploads/2011/09/GPT%20PID%20DOCUMENT.pdf 
68 See http://millenniumbulk.com/  
69 See http://www.ambreenergy.com/millennium-bulk-terminal  
70 See http://phx.corporate-ir.net/phoenix.zhtml?c=232126&p=irol-newsArticle_print&ID=1764789&highlight=  



 - 23 - 

vessels.  The project is designed to ship 3.5 million tonnes per year initially, with 

a planned expansion to 8 million tonnes per year.71 

These projects are in the permitting process.  Even if these Washington and Oregon terminals are 

not permitted, there is adequate capacity in Canada to accommodate the volume of Otter Creek 

coal that could be exported. 

B. World Thermal Coal Demand is Growing and Montana PRB Coal is 
Competitive with other Sources 

The Comments critique the outlook for thermal coal imports in China, South Korea, 

Japan and Europe, stating, for example, 

• “There is no international demand for Otter Creek coal.” 

• “The market for Asian coal is speculative and waning.” 

• “… the dwindling markets for steam coal in Europe, Japan and South Korea.” 

Notably, the Comments do not rely upon their expert reports, including the Synapse 

Report, the Power Report and the Verified Statement of Gerald Fauth, for this assertion.  

Synapse makes no mention of the export market at all, while the Power Report and Fauth talk at 

length about the large market for PRB coal in Asia, thereby contradicting the NPRC Comments. 

In fact, the world market for thermal coal is huge and has been growing steadily and 

rapidly since the early 1990’s.  The International Energy Agency (IEA) publishes statistics on 

world coal demand and trade.  According to the IEA, world steam (thermal) coal consumption 

has increased from 3.16 billion tonnes in 1995 to 5.66 billion tonnes in 2011.72  Since the year 

2000, the rate of growth has averaged over 200 million tonnes each year and the rate of growth 

has accelerated, with consumption increasing by 718 million tonnes in the last two years.73 

                                                 
71 See http://www.ambreenergy.com/morrow-pacific-project  
72 IEA, Coal Information 2012, Table 2.4 (attached as SS-2) 
73 Ibid 
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While a large driver of the growth in world consumption has been in China, with much of 

the coal supplied by increased production in China, world thermal coal imports have also been 

increasing rapidly.  World seaborne coal trade (coal shipped by ocean vessel) has more than 

doubled from 356 million tonnes in 2000 to 791 million tonnes in 2011.  NPRC’s Comments cite 

a presentation on world coal markets by the IEA,74 but they do not cite the chart on world steam 

coal trade shown on Exhibit 5, which comes directly from the same presentation.75 

Exhibit 5:  IEA Presentation, World Seaborne Steam Coal Trade (million tonnes) 

 

The NPRC Comments misquote one slide regarding IEA’s projection of European 

thermal coal imports, claiming that it shows “IEA predict that European demand for coal imports 

will decrease significantly by 2015”.76  Actually, the slide is a forecast of coal consumption in 

Europe, not coal imports, as shown on Exhibit 6.77  The difference between consumption and 

imports is domestic production in Europe, which is steadily declining. 

                                                 
74 NPRC Comments at 28 
75 IEA, Medium-term Coal Market Report presentation December 18, 2012, slide 9 at 
http://www.iea.org/newsroomandevents/speeches/121218MCMR2012_presentation_KSK.pdf  
76 NPRC Comments at 28 
77 IEA, Medium-term Coal Market Report presentation December 18, 2012, at slide 6 
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Exhibit 6:  IEA Medium-Term Coal Market Report, Coal Consumption in Europe 

 

The IEA forecast does not even show that consumption will decrease significantly by 

2015.  It shows that total coal demand in OECD Europe78 is projected by IEA to fall from 450 

million tonnes in 2012 and 2013 to 445 million tonnes in 2015,79 a drop of just 1%, hardly 

significant.  Further, this slide (cited in the NPRC Comments at page 28) shows that the IEA has 

increased its forecast of European coal consumption since its previous forecast in 2011. 

Finally, if NPRC wanted to show what IEA was actually forecasting for European coal 

imports, it only had to look at slide 10 from the same presentation,80 shown on Exhibit 7, which 

shows a forecast of flat coal imports to Europe (the reason why consumption is projected to 

decline slightly but imports are flat is that production in Europe is declining).  This slide also 

shows that IEA projects imports into China and India will rise significantly by 2017. 

                                                 
78 OECD is the Organization for Economic Cooperation and Development; OECD Europe includes most countries 
in the European Union 
79 IEA, Medium-term Coal Market Report 2012, Table 23  (attached as SS-3) 
80 IEA, Medium-term Coal Market Report presentation December 18, 2012, slide 10 
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Exhibit 7:  IEA Medium-Term Coal Market Report, World Imports 

 

NPRC is also wrong when it states that “Europe, long a destination for coal from the 

eastern U.S., does not present a likely market for western coal.”81  In fact, Montana coal is being 

shipped to Europe today through the Midwest Energy Resources Company (MERC) terminal in 

Superior, Wisconsin.  According to the Lake Carriers’ Association, the coal shipments from 

Lake Superior ports in 2012 “included … 1.3 million tons shipped to Quebec City for loading 

into oceangoing vessels and delivery overseas.”82  This is Montana coal shipped through the 

MERC dock, just as TRRC said was likely.  NPRC is correct that shipments through MERC 

have declined from their peak of 22.3 million tons in 2008 to 13.7 million tons in 2011,83 but this 

merely demonstrates that the MERC terminal has excess capacity which is not being used.  The 

decline comes from reduced shipments of PRB coal to Ontario Power Generation in Canada, due 

to closure of its coal-fired plants. 

                                                 
81 NPRC Comments at 28 
82 Lake Carriers’ Association, Monthly Cargo report, January 9, 2013 at http://www.lcaships.com/wp-
content/uploads/2013/01/coal1212-text.pdf  
83 See http://www.midwestenergy.com/terminal_activity.php  
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NPRC also misquotes IEA’s presentation regarding steam coal imports into China.  

NPRC claims that the pie chart shows that “Even as coal imports in China increased from 104 

[million] metric tons (Mt) in 2009 to 133 Mt in 2010, the market share commanded by U.S. 

exports declined.”84  Actually, according to IEA’s Coal Information 2012, steam coal imports 

from the U.S. into China were flat from 2009 to 2010 but more than doubled in 2011.85  As 

IEA’s trade data shows on Exhibit 8, China has swung from being one of the world’s largest 

steam coal exporters to the world’s largest steam coal importer in a very short period of time 

from 2004 to 2011.86  In 2004, China was a net exporter of 69 million tonnes of steam coal, but 

in 2011, China was a net importer of 138 million tonnes.87  This swing caused increased demand 

of 207 million tonnes per year from other world coal suppliers, including the United States.   

Exhibit 8:  Thermal Coal Net Imports to China (1000 tonnes) 

 

The major destinations for U.S. coal exports from Montana and Wyoming from the West 

Coast are the countries of South Korea, China, Japan and Taiwan.  Rather than “dwindling” 

                                                 
84 NPRC Comments at 25 
85 IEA, Coal Information 2012, Table 2.4  (attached as SS-2) 
86 Id, Tables 3.12, 3.21 and page V.23  (attached as SS-2) 
87 Ibid 
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thermal coal imports into these countries has been growing and growth is expected to continue.  

Including India, these countries are the world’s largest thermal coal importers and their demand 

has grown rapidly since 2000, as shown on Exhibit 9.88 

Exhibit 9:  Thermal Coal Imports to China, Korea, Japan, India and Taiwan (1000 tonnes) 

 

The growth in thermal coal imports in these countries is being driven by the construction 

of new coal-fired power plants to serve increasing demand for electricity.  Contrary to the 

allegations in NPRC’s Comments, coal demand in China and these other Asian countries 

continues to grow rapidly due to construction of new coal-fired power plants.  The new coal-

fired plants are being built with the flexibility to consume subbituminous coal from Indonesia 

and the PRB, as this is the lowest-cost coal on the world market (most existing plants were 

designed to burn bituminous coal). 

In China, coal consumption has been growing at the rate of over 200 million tonnes every 

year since 2000, increasing from 1.38 billion tonnes in 2000 to 3.65 billion tonnes in 2011.89  

Most of this growth is due to the construction of new coal-fired power plants.  According to the 
                                                 
88 IEA Coal Information 2012, Table 3.12  (attached as SS-2) 
89 Id, Table 2.1  (attached as SS-2) 
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U.S. EIA, “At present, China is installing approximately 900 megawatts of coal-fired capacity 

(equivalent to one large coal-fired power plant) per week.”90  This is equal to almost 50,000 

megawatts of new coal-fired capacity each year, which would equal the entire U.S. coal-fired 

capacity in six years.  The NPRC Comments misstate the concern in China over pollution in 

Beijing and other cities.  The pollution problem in Beijing comes from local consumption of coal 

for heating homes and small businesses, as the last coal-fired power plant in Beijing is being 

closed this year.91  The NPRC Comments cite a press release from a company called IHS CERA 

to argue that coal imports to China will decline in the future due to increased domestic coal 

production in China.92  While it is true that domestic coal production in China has also increased 

rapidly, it has not grown as fast as consumption, hence the rapid switch of China from a large 

coal exporter to the largest coal importer since 2004.  While the long-term future is uncertain to 

all, both the International Energy Agency (see Exhibit 7 above) and IHS CERA project growing 

thermal coal imports into China through the end of this decade meaning that China will continue 

to be a huge market for imported thermal coal.  The IHS CERA press release forecasts that coal 

demand in China will continue to grow at an average annual rate of 2.4% through 2025, reaching 

an astonishing level of 5.1 billion tonnes by 2025, up from 3.7 billion tonnes in 2011,93 an 

increase 50% greater than the entire annual production of the U.S. coal industry. 

South Korea is the largest existing market for PRB coal exports and will grow rapidly 

this decade.  According to IHS CERA’s McCloskey Coal Report, “A considerable ramp up in 

                                                 
90 EIA, International Energy Outlook 2011, page 97 at http://www.eia.gov/forecasts/ieo/pdf/0484%282011%29.pdf  
91 See 
http://topic.chinadaily.com.cn/index/cache?collection=cbsweb&source=China+Daily&title=Beijing+to+shut+coal-
fired+boilers+to+clean+up+air&aid=16534168 
92 NPRC Comments at 22; See IHS CERA, China’s Coal Market Not the “Promised Land” for International 
Suppliers, “Chinese coal imports will peak before the end of the decade and enter a prolonged period of decline … 
A moderation of demand combined with a rise in domestic supply and improved transportation will bring 
international producers into increased competition with domestic suppliers.” At http://press.ihs.com/press-
release/energy-power/chinas-coal-market-not-promised-land-international-suppliers  
93 Ibid  



 - 30 - 

Korean import requirements is expected to come from 2014 onwards…”94  McCloskey reports 

that the 2012 thermal coal imports for the five Korean generators were 79 million tonnes, but is 

expected to grow to 120.9 million tonnes by 2017, with new coal-fired power plants being 

completed from 2014 – 2017, including: 

• 2014:  Kosep’s 870 MW Yeonghueng and 500 MW Bukpyeong 

• 2015:  Korea East-West Power’s (EWP) 1,000 MW Dangjin 9, Kospo’s 1,000 

MW Samcheck, Kosep’s 1,000 MW Yeosu 1, 500 MW Bukpyeong 2, and 500 

MW Dongbu Green 

• 2016:  EWP’s 1,000 Dangjin 10, Kowepo’s 1,000 MW Taean 9 and 1,000 MW 

Taean 10, and Komipo’s 1,000 MW New Boryeong 1 

• 2017:  Komipo’s 1,000 MW New Boryeong 295 

While most of Korea’s imported coal demand is currently supplied by Indonesian 

subbituminous coal, PRB coal is a very competitive source for the Korean market.  The Korean 

power companies have shown their interest in PRB coal imports with new long-term contracts to 

purchase PRB coal from Ambre Energy, the primary developer of the Morrow Pacific and 

Millennium Bulk Terminals and 50% owner of two mines in Montana and Wyoming.  Korea 

South-East Power (Kosep) and Korea Southern Power (Kospo) have each signed 10-year 

contracts to purchase a total of 4 million tons per year from Ambre Energy.96 

In Japan, while growth in coal consumption had slowed after 2005, it has now resumed 

due to the drop in nuclear power output after the Fukushima Dai-ichi nuclear plant disaster.  The 

Wall Street Journal reported that Japan imported a record amount of thermal coal in fiscal year 

                                                 
94 IHS CERA, McCloskey Coal Report, May 17, 2013, page 29, “Komipo’s imports to reach 21mt/yr from 2017” 
(attached as SS-4) 
95 Ibid 
96 Platts Coal Trader International, May 1, 2012, page 6, “S Korean utilities ink 10-year deals for US thermal coal 
with Ambre” (attached as SS-5) 
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2012-13, according to a Reuters report cited by SNL Energy.97  Japan has recently started 

operations at large coal-fired power plants, which contributed to the increased coal 

consumption.98  Further, according to the Canberra Times, Japan has moved to fast-track the 

approval of new coal-fired power plants and Tokyo Electric has issued a tender for the 

construction of a new 2,600 MW coal-fired power plant.99 

India is the fastest-growing market for imported coal, with imports more than tripling 

from 2007 to 2011.  According to the World Resources Institute, India has 519,396 MW of 

proposed new coal-fired power plants, second only to China.100  Many of these projects are 4,000 

MW ultra-mega power projects, which are designed to be highly-efficient and burn coal with 

lower heat content.101 

There are new coal-fired power plants under construction across Southeast Asia.  In 

Vietnam, there are 5 new coal-fired plants, each 1,200 MW, to be placed in service between 

2013 and 2018.102  New coal plants are also under construction in the Philippines, Indonesia, 

Singapore, Malaysia and Pakistan.103  Except for Indonesia, there is little local coal production in 

these countries, so these projects will require imported coal.104 

                                                 
97 SNL Energy, “Japan imports record amounts of steam coal, LNG in FY’13”, April 30, 2013 (attached as SS-6) 
98 Wall Street Journal, “Japan Increases Coal Use at Expense of Oil”, May 21, 2013 (attached as SS-7) 
99 SNL Energy, “Japan to fast track approval of new coal-fired power plants”, April 25, 2013 (attached as SS-8) 
100 World Resources Institute, Global Coal Risk Assessment, November 2012, Table I.1 at 
http://pdf.wri.org/global_coal_risk_assessment.pdf  
101 See Platts International Coal Report, March 18, 2013 “India’s Reliance Power commissions first unit of Sasan 
UMPP (attached as SS-9) and McCloskey Coal Report, May 17, 2013, “Indian imports could hit 266 mt by 2017” 
(attached as SS-10) 
102 Platts International Coal Report, April 29, 2013, page 9, “Petrovietnam to push ahead with coal-fired power 
plants in next 3 months” (attached as SS-11) 
103 See SNL Energy Coal Report, April 29, 2013, “Malaysia short-lists 5 companies to build 2,000-MW coal plant 
(attached as SS-12); SNL Energy Daily Coal Report, April 17, 2013, “Demand for Indonesia’s low-grade coal 
surges” (attached as SS-13); Platts Coal Trader International, January 8, 2013, “Alsons to begin construction of 
Philippines coal-fired power unit in Q1” (attached as SS-14); SNL Energy Daily Coal Report, January 25, 2013, 
“Pakistan approves construction of 600-MW coal plant” (attached as SS-15) 
104 IEA Coal Information 2012, Table 1.1 (attached as SS-2) 
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IEA projects that seaborne thermal coal imports into China, Korea, Japan, Taiwan, India 

and other Asian countries will continue to grow rapidly from 496 million tonnes in 2011 to 652 

million tons in 2017.105 

The major existing thermal coal suppliers to the Asian market are Indonesia and 

Australia, both of which have been increasing production.  While Australian coal is bituminous, 

much of Indonesia’s exports are subbituminous coal, like Otter Creek and the PRB.  Otter Creek 

will need to compete with Indonesian coal in the growing markets in Asia.  World market prices 

fluctuate, and at times PRB coal has been lower-cost than comparable Indonesian coal and at 

times higher-cost.106  The future competitive position of PRB coal exports will depend on many 

factors, including world currency exchange rates, demand growth in world markets, supply 

growth and mining costs in Indonesia and other competing countries, ocean freight costs and 

inland freight costs.  Cloud Peak Energy’s exports of PRB coal to Asia were 4.4, 4.7, 3.3 and 1.6 

million tons in 2012, 2011, 2010 and 2009, respectively.107  PRB coal has been competitive in 

Asia since 2009 and is likely to remain so for the foreseeable future. 

The proposed Otter Creek mine is well-placed to supply the growing export market to 

Asia.  Otter Creek will have the shortest rail distance to reach the existing export terminals in 

Vancouver, Canada and the proposed new terminals in Washington and Oregon.  Compared to 

the Wyoming PRB (like Arch’s Black Thunder mine), Otter Creek is 135 miles closer to 

Longview, Washington and 138 miles closer to Cherry Point, Washington and Vancouver, 

Canada.  For exports though the MERC dock, Otter Creek is 355 miles closer than the Wyoming 

PRB and 176 miles closer than the Spring Creek mine in the Montana PRB.108 

                                                 
105 IEA, Medium-term Coal Market Report 2012, Table 29 (attached as SS-3) 
106 IHS CERA, McCloskey Coal Report, “Can PRB compete in Asia”, December 14, 2012 (attached as SS-16) 
107 Cloud Peak Energy 2012 SEC Form 10-K, page 60 at http://cloudpeakenergy.com/investor-relations/sec-filings/  
108 Mileage calculated using PCMiler commercial software (attached as SS-17) 
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III. Otter Creek is Able to Compete with Existing Wyoming and Montana PRB Coal 
Mines 

The development of the new Otter Creek coal mine will not change the demand for coal 

but it will change the source of supply to serve the future coal markets.  The current and future 

markets for subbituminous coal will be supplied by the existing PRB mines in the U.S., other 

potential future mines in the PRB (such as the proposed projects of Cloud Peak at Youngs Creek 

and County Coal at Shell Creek) as well as the growing supply of Indonesian subbituminous coal 

in the international market.  The success of a new mine development at Otter Creek depends 

upon its ability to compete with the existing producers of Montana and Wyoming PRB coal as 

well as other potential new mine projects.  The competitive economics depend on the differences 

in the mining costs and the transportation costs to reach customers in various locations.  With 

regard to transportation, there are some markets where Otter Creek will have an advantage over 

the Wyoming PRB (the northern states of Montana, Michigan, Minnesota, North Dakota, 

Washington and Oregon) and other markets to the south where Otter Creek will have a 

disadvantage.  However, Otter Creek is likely to have significantly lower mining costs because 

of the fact that there has been significant depletion of coal reserves at the existing mines due to a 

high level of production over many years. 

Because the Montana PRB coal is competitive in both the domestic and export markets 

today, and is expected to remain competitive in both markets in the future, it is not possible to 

predict the percentage of Otter Creek coal that will be shipped to each market in the future.  Otter 

Creek will have a very long mine life and it is likely that the markets will change multiple times 

over the course of its life.  At the present time, it appears likely that a majority of the Otter Creek 

coal will be sold in domestic markets, primarily but not exclusively in the Upper Midwest, but a 

significant share of the coal would be sold to export markets. 



 - 34 - 

A. The Major Change Since 1986 has been Reserve Depletion of Other 
Mines 

The NPRC Comments and the Power Report make much of the fact that the Tongue 

River Railroad was not constructed when it was approved in 1986 and they contend that the 

domestic market for this coal is much worse than it was in 1986.109  The question they raise is if 

the market for Montana PRB coal was not sufficient to develop the Tongue River Railroad in 

1986, why would it be better now?  There are several questions and answers: 

• Why were mines in the Ashland area of the Montana PRB not developed before 

now?  The reason that the Ashland area Montana PRB mines were not developed 

prior to now has been the lack of rail transportation, not the lack of market.  The 

PRB market is more than large enough to absorb the additional supply from 

Montana, but it has not had rail to access the market because the Tongue River 

Railroad was not built.  The market for PRB coal is much larger today than it was 

in 1986.  PRB coal production in 1986 was only 151 million tons.  PRB coal 

production for the last 10 years has averaged 450 million tons per year.110 

• How was the market demand satisfied without the Ashland area Montana PRB 

mines?  The BNSF/UP Joint Line opened the Wyoming PRB to development 

ahead of the Ashland area.  Once the Joint Line was built, new coal mines were 

built in the Wyoming PRB and were able to expand to meet the growing market.   

• What has changed to make the development of the Montana PRB mines more 

likely today?  First, the market is three times larger today, at 450 million tons per 

year, not 150 million.  Second, the coal reserves at the existing PRB mines (both 

Montana and Wyoming) have been heavily mined over this period of time and 

                                                 
109 Power Report at 1 
110 Mine Safety and Health Administration, data retrieval system at http://www.msha.gov/drs/drshome.htm 
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have much higher costs now.  The undeveloped reserves at Otter Creek still have 

low strip ratios (the cubic yards of rock which must be mined to produce one ton 

of coal), while the strip ratios at the existing PRB mines have been steadily rising.  

Finally, the Otter Creek coal reserves, which previously were held by separate 

parties in alternating (“checkerboard”) tracts, have now been consolidated into 

logical mining units because both reserve owners (Great Northern Properties and 

the State of Montana) have leased their coal to the same lessee, Arch Coal. 

Since 1986, the mines in the PRB have mined more coal than they have remaining 

reserves.  As shown on Exhibit 10, in the Montana PRB, the Big Sky mine has been closed and 

the Decker mine is nearly depleted.  In Wyoming, 2 mines have been closed and the remaining 

reserves from 6 mines have been merged into adjacent operations for economies of scale.  The 

current reserves held by the active mines in the Wyoming PRB are 7.7 billion tons and in the 

Montana PRB are 0.66 billion tons.  These reserves are adequate to support the current 

production rate of about 450 million tons per year for about 18 years.  The proposed Otter Creek 

mine has reported reserves of 1.4 billion tons, more than double the total assigned reserves at all 

of the existing mines in the Montana PRB.111 

                                                 
111 Arch Coal SEC Form 10-K 2012, page 47 at http://investor.archcoal.com/phoenix.zhtml?c=107109&p=irol-sec  
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Exhibit 10:  PRB Coal Production and Assigned Reserves (million tons) 

 

Production Cumulative Reserves
Company Mine Status 2012 1986 - 2012 12/31/2012
Alpha Belle Ayr active 24.2 515 368
Alpha Eagle Butte active 22.5 516 404

Arch Coal Black Thunder active 93.1 1,530 1,466
Arch (Kennecott) Jacobs Ranch merged 627
Arch (Triton) North Rochelle merged 112
Arch Coal Coal Creek active 7.6 106 170

Cloud Peak Antelope active 34.3 530 649
Cloud Peak Cordero active 39.2 762 331
Cloud Peak Caballo Rojo merged 111

Kiewit Big Horn closed 4
Kiewit Buckskin active 18.1 423 250

PacifiCorp Dave Johnston closed 44

Peabody NARM Complex active 107.6 1,478 2,364
Peabody North Antelope merged 169
Peabody Caballo active 16.8 573 852
Peabody Rawhide active 14.7 282 312

Western Fuels Dry Fork active 6.0 87 304
Western Fuels Fort Union merged 3

Wyodak Wyodak active 4.2 103 232
Wyodak (Kerr-McGee) Clovis Point merged 3
Wyoming Total 388.4 7,979 7,702

Cloud Peak Spring Creek active 17.2 292 293
Ambre Energy Decker active 2.8 232 2
Peabody Big Sky closed 58
Westmoreland Absaloka active 2.7 135 59
Westmoreland Rosebud active 8.0 316 307
Montana Total 30.7 1,032 661

Sources:  Production from MSHA data; reserves from company SEC Forms 10-K and 
annual reports
Note:  12/31/2012 reserves for Kiewit and Western Fuels calculated from last filing of 
reserve data less cumulative production  

 

New coal reserves and mines are needed to replace the depletion of existing reserves over 

time.  The new Otter Creek and Ashland area coal reserves which will be accessed by the 

Tongue River Railroad will be needed to replace the depletion of reserves at the existing PRB 

mines, both in Montana and Wyoming. 
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B. The Otter Creek Coal Reserves are More Economic Today than in 
1986 Because Costs Have Been Rising at Existing PRB Mines Due to 
Reserve Depletion 

From 1986 to 2012, 9.0 billion tons of coal has been mined in the PRB, including 1.0 

billion tons in Montana and 8.0 billion tons in Wyoming.112  All of the coal mines began 

producing coal in their lowest-cost reserves first, which are near the outcrop where the strip 

ratios are the lowest.  As the lowest-cost coal was mined, the existing mines have moved steadily 

into reserves with higher strip ratios which are farther from the rail loadout and have higher costs 

to produce and transport.  This is even acknowledged in the Synapse Report, which states that 

“Arch Coal’s Powder River Basin production costs have escalated at an average annual rate of 

nearly 7 percent since 2003.”113  While true, Synapse mistakenly attributes the cost increase to 

the price of diesel fuel, which only accounts for a relatively small portion of the total cost of coal 

production in the PRB.  While most companies do not disclose the components of their 

production costs, Cloud Peak Energy (the third-largest producer in the PRB) formerly published 

this data in the SEC Form 10-K.  For the years 2007, 2008 and 2009, fuel and lubricants 

accounted for just 11.4%, 12.9% and 7.8%, respectively, of Cloud Peak’s cost of coal 

production.114  Including the cost of explosives (which are partly related to fuel oil costs), the 

total fuel-related costs for these years were 17.3%, 19.6% and 13.9%, respectively. 

The vast majority of the cost increase in the PRB is due to the increased strip ratio 

experienced at the existing mines.  The increase in the strip ratio affects all of the components of 

mining costs (including labor, fuel, repairs, supplies, explosives, tires and other services) because 

it requires more rock to be moved per ton of coal produced.  The cost increases have not been 

                                                 
112 Mine Safety and Health Administration, data retrieval system at http://www.msha.gov/drs/drshome.htm 
113 Synapse Report at 8 
114 Cloud Peak Energy, SEC Form 10-K for the year 2009, page 80 at http://cloudpeakenergy.com/investor-
relations/sec-filings/  
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limited to Arch Coal.  Exhibit 11 shows the reported production costs (both cash costs and 

DD&A115) from 2004 to 2012 for the PRB mines of Arch Coal and Alpha Natural Resources. 

Exhibit 11:  Reported Production Costs and Profit for PRB Producers ($/ton) 

 
 

The steady increase in strip ratios in the Wyoming PRB can be seen from the reports 

issued by the Bureau of Land Management (“BLM”) regarding the issuance of new leases to 

Wyoming coal producers.  Coal producers obtain new federal coal leases through the lease-by-

application (“LBA”) process.  The existing PRB mines have replaced their depleting coal 

reserves by acquiring new federal leases in order to continue operations.  The first LBA in the 

Wyoming PRB was issued in 1991 (before that time, producers were mining on leases obtained 

in the 1960’s and 1970’s).  The strip ratios in the new LBAs are shown on Exhibit 12.116  The 

early LBAs were issued with strip ratios of 2.0:1 – 2.7:1.  The strip ratios in the LBAs have 

steadily increased over time and the new leases now have strip ratios of 4.0:1 – 5.0:1.  This 

                                                 
115 Depreciation, depletion and amortization of existing investment 
116 U.S. Department of Interior, Bureau of Land Management at 
http://www.blm.gov/wy/st/en/programs/energy/Coal_Resources/PRB_Coal/lba_title.html  
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means that the amount of rock that the Wyoming PRB coal producers must remove per ton of 

coal produced has doubled over time and will continue to grow in the future. 

Exhibit 12:  Strip Ratios for New Wyoming PRB LBAs 

 
 

The impact of increased strip ratios can be seen in the steadily declining productivity 

(tons produced per hour worked) of the PRB mines since 2001.  Prior to 2001, productivity was 

steadily increasing through the use of larger mining equipment and capital investment.  As 

shown on Exhibit 13, productivity has declined steadily since its peak in 2001, with the 

Wyoming PRB average falling 36% from 49.3 tons per hour in 2001 to 31.5 tons per hour in 

2012.117  The Montana PRB average has fallen 38% from its peak of 30.2 tons per hour in 2004 

to 18.7 tons per hour in 2012.  Labor productivity is the key indicator of production costs and is 

directly correlated with the change in strip ratios. 

                                                 
117 Calculated from Mine Safety and Health Administration data (tons produced divided by hours worked, excluding 
office hours) at http://www.msha.gov/drs/drshome.htm  
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Exhibit 13:  PRB Labor Productivity (tons per hour worked) 

 
 

While the reserves have been depleting and costs have been rising at the existing PRB 

mines, the Otter Creek coal still has the same economic conditions as it had in 1986.  The 

Norwest report projected the strip ratio to be 3.0:1 (cubic yards of rock per ton of coal).118  

Compared to the strip ratios in the Wyoming PRB (see Exhibit 12) this strip ratio would have 

been higher-than-average cost in 1986, but is now lower-cost than the existing mines, which are 

entering into new leases with strip ratios of 4.0 – 5.0:1.  Otter Creek’s cost advantage will grow 

as the existing mines move into steadily higher strip ratios.  

As shown on Exhibit 11, PRB coal prices have been escalating steadily, driven by the 

rising cost of production.  The average coal sales prices received by Arch and Alpha have 

increased by $2.79 and $4.55 per ton, respectively, since 2006, when Norwest prepared its 

                                                 
118 Norwest Corporation, Otter Creek Property Summary Report, July 12, 2006, Table 2.2 (attached as SS-18) 
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property summary report.  The rising price of PRB coal (and rising costs at its competitors) has 

made the Otter Creek coal more economic than it was at the time of Norwest’s report. 
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Appendix 1:  Domestic Electric Power Markets for Montana PRB Coal 

Retire Capacity Capacity
Owner Plant Unit ST Date MW GWh Factor 1000 tons Total WY MT Retire Now Past Wet Now Past Wet
AEP Flint Creek 1 AR 480 3,785 90.0% 2,303 2,302 2,302 0 0 0 0 0 0
AEP Kammer 1-3 WV 2015 615 1,774 32.9% 871 183 183 183 0 0 183 0 0 0
AEP Northeastern 3 OK 470 3,567 86.6% 2,174 2,089 2,089 0 0 0 0 0 0
AEP Northeastern 4 OK 2016 465 3,529 86.6% 2,128 2,089 2,089 2,089 0 0 0 0 0 0
AEP Oklaunion 1 TX 690 3,385 56.0% 2,158 2,150 2,150 0 0 0 0 0 0
AEP Rockport 1-2 IN 2,600 16,360 71.8% 9,058 7,920 7,920 0 0 0 0 0 0
AEP Tanners Creek 4 4 IN 2015 500 2,639 60.3% 1,404 834 834 834 0 0 834 0 0 0
AEP Welsh 1,3 TX 1,056 7,318 79.1% 4,585 4,653 4,653 0 0 0 0 0 0
AEP Welsh 2 TX 2014 528 3,558 76.9% 2,206 2,327 2,327 2,327 0 0 0 0 0 0
AEP - OVEC Clifty Creek 1-6 IN 1,231 7,944 73.7% 4,251 2,978 2,978 0 0 0 0 0 0
AEP - OVEC Kyger Creek 1-5 OH 1,023 6,510 72.6% 3,220 1,200 1,200 0 0 0 0 0 0
AES Shady Point OK 350 1,882 61.4% 1,314 951 937 14 951 0 0 951 0 0
Allete Boswell 3-4 MN 935 6,487 79.2% 3,756 3,807 2,044 1,763 3,807 0 0 3,807 0 0
Allete Boswell 1-2 MN 138 798 66.0% 505 519 519 0 0 0 0 0 0
Allete Laskin 1-2 MN 2015 110 459 47.6% 334 322 322 322 0 0 0 0 0 0
Allete Rapids Energy MN 27 34 14.5% 63 63 63 0 0 0 0 0 0
Allete Taconite Harbor 1-3 MN 225 1,115 56.6% 683 747 530 217 747 0 0 747 0 0
Alliant Energy Burlington 1 IA 212 1,201 64.8% 772 768 768 0 0 0 0 0 0
Alliant Energy Columbia 1-2 WI 1,070 6,971 74.4% 4,396 4,416 4,416 0 4,416 0 0 4,416 0
Alliant Energy Dubuque 3-4 IA 2011 66 102 17.7% 86 24 24 24 0 24 0 0 0 0
Alliant Energy Edgewater 5 WI 422 2,358 63.8% 1,507 1,469 1,469 0 0 0 0 0 0
Alliant Energy Edgewater 4 WI 2018 334 1,795 61.4% 1,052 1,023 1,023 1,023 0 0 1,023 0 0 0
Alliant Energy Edgewater 3 WI 2015 76 180 27.0% 115 131 131 131 0 0 131 0 0 0
Alliant Energy Kapp 2 IA 221 898 46.4% 604 585 585 0 585 0 0 585 0
Alliant Energy Lansing 4 IA 261 1,363 59.7% 957 829 829 0 0 0 0 0 0
Alliant Energy Nelson Dewey 1-2 WI 2013 226 1,056 53.4% 572 382 0 382 382 382 0 0 0 0 0
Alliant Energy Ottumwa 1 IA 716 3,402 54.3% 2,241 2,248 2,248 0 0 0 0 0 0
Alliant Energy Prairie Creek 1-4 IA 215 530 28.2% 392 677 677 0 0 0 0 0 0
Alliant Energy Sutherland 1-3 IA 2012 111 418 43.0% 255 171 171 171 0 0 171 0 0 0
Ameren Coffeen 1-2 IL 900 4,994 63.3% 3,043 2,816 2,816 0 0 2,816 0 0 2,816
Ameren Duck Creek 1 IL 410 2,088 58.1% 1,186 1,064 1,064 0 0 0 0 0 0
Ameren Edwards 1-3 IL 740 4,856 74.9% 2,926 2,880 2,880 0 2,880 0 0 2,880 0
Ameren Hutsonville 3-4 IL 2011 154 764 56.7% 480 440 440 440 0 0 0 0 0 0
Ameren Joppa 1-6 IL 1,002 7,709 87.8% 4,749 4,721 4,721 0 0 0 0 0 0
Ameren Labadie 1-4 MO 2,402 18,581 88.3% 10,851 10,810 10,810 0 0 0 0 0 0
Ameren Meramec 1-4 MO 2014 884 5,466 70.6% 3,570 3,508 3,508 3,508 0 0 0 0 0 0
Ameren Meredosia 3 IL 2011 215 860 45.6% 545 450 450 450 0 0 0 0 0 0
Ameren Newton 1-2 IL 1,198 7,387 70.4% 4,352 4,385 4,385 0 0 0 0 0 0
Ameren Rush Island 1-2 MO 1,167 8,226 80.5% 4,836 4,726 4,726 0 0 0 0 0 0
Ameren Sioux 1-2 MO 957 5,209 62.1% 2,881 2,151 2,151 0 0 2,151 0 0 2,151
Ames, IA Ames 7-8 IA 95 293 35.3% 214 220 220 0 0 0 0 0 0
Arizona Public Service Cholla 1-4 AZ 995 7,302 83.8% 4,145 43 0 43 43 0 0 43 0 0
Arkansas River Power Lamar 1 CO 39 56 16.7% 89 89 89 0 0 0 0 0 0
Associated Electric Chamois 2 MO 2013 50 373 86.0% 249 243 243 243 0 0 243 0 0 0
Associated Electric New Madrid 1-2 MO 1,160 7,282 71.7% 4,230 4,060 4,060 0 0 4,060 0 0 4,060
Associated Electric Thomas Hill 1-3 MO 1,120 8,131 82.9% 4,919 4,762 4,762 0 0 4,762 0 0 4,762
Basin Electric Dry Fork 1 WY 385 568 16.8% 363 382 382 0 0 0 0 0 0
Basin Electric Laramie River 1-3 WY 1,710 12,204 81.5% 7,416 7,405 7,405 0 0 0 0 0 0
Basin Electric Leland Olds 1-2 ND 669 3,256 55.6% 2,699 301 301 0 0 301 0 0 301
Black Hills Power Ben French 1 SD 2012 25 130 59.2% 119 119 119 119 0 0 0 0 0 0
Black Hills Power Neil Simpson 5 WY 2014 22 143 75.1% 131 131 131 131 0 0 0 0 0 0
Black Hills Power Neil Simpson II 1 WY 90 645 81.9% 510 510 510 0 0 0 0 0 0
Black Hills Power Wygen 3 WY 110 820 85.1% 596 596 596 0 0 0 0 0 0
Black Hills Power Wygen 1 WY 90 719 91.2% 545 545 545 0 0 0 0 0 0
Black Hills Power Wygen 2 WY 95 673 80.8% 519 519 519 0 0 0 0 0 0
Cleco Brame 2 LA 523 3,198 69.8% 1,937 1,939 1,939 0 0 0 0 0 0
Colorado Springs Utilities Martin Drake 5-7 CO 259 1,542 68.0% 915 648 648 0 0 0 0 0 0
Colorado Springs Utilities Nixon 1 CO 208 1,450 79.6% 871 931 931 0 0 0 0 0 0
Consumers Power Campbell 1-3 MI 1,402 8,372 68.2% 4,653 4,336 4,336 0 0 0 0 0 0
Consumers Power Cobb 4-5 MI 2014 300 1,487 56.6% 821 845 269 576 845 845 0 0 0 0 0
Consumers Power Karn 1-2 MI 515 2,559 56.7% 1,440 906 599 307 906 0 0 906 0 0
Consumers Power Weadock 7-8 MI 2014 310 1,757 64.7% 932 700 700 700 0 700 0 0 0 0
Consumers Power Whiting 1-3 MI 2017 326 1,581 55.4% 943 813 813 813 0 0 0 0 0 0
Dairyland Power Alma 4-5 WI 181 105 6.6% 68 63 63 0 63 0 0 63 0
Dairyland Power Genoa 3 WI 345 888 29.4% 543 425 425 0 425 0 0 425 0
Dairyland Power Madgett 1 WI 387 1,976 58.3% 1,243 1,112 1,112 0 0 0 0 0 0
Detroit Edison Belle River 1-2 MI 1,260 7,905 71.6% 4,401 4,079 0 4,079 4,079 0 0 4,079 0 0
Detroit Edison Monroe 1-4 MI 3,000 16,849 64.1% 8,528 5,736 5,736 0 5,736 0 0 5,736 0
Detroit Edison River Rouge 2-3 MI 509 2,481 55.7% 1,328 1,034 1,034 0 0 0 0 0 0
Detroit Edison St Clair 1-4,6-7MI 1,406 6,096 49.5% 3,523 3,002 0 3,002 3,002 0 0 3,002 0 0
Detroit Edison Trenton Channel 7-9 MI 725 3,427 54.0% 1,933 1,205 1,205 0 0 0 0 0 0

2011 PRB Coal Purchases 1000 tons
Generation Coal Burn 2011 Market for MT PRB MT PRB Excl. RetireTotal Purchases of PRB Coal
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Retire Capacity Capacity
Owner Plant Unit ST Date MW GWh Factor 1000 tons Total WY MT Retire Now Past Wet Now Past Wet
Dominion Generation Kincaid 1-2 IL 1,108 5,101 52.6% 3,192 3,255 3,255 0 3,255 0 0 3,255 0
Dominion Generation State Line 3-4 IN 2012 490 3,054 71.1% 1,837 1,839 1,839 1,839 0 1,839 0 0 0 0
Dynegy Baldwin 1-3 IL 1,800 13,435 85.2% 7,688 7,624 7,624 0 0 7,624 0 0 7,624
Dynegy Havana 6 IL 441 2,934 75.9% 2,003 1,965 1,965 0 0 0 0 0 0
Dynegy Hennepin 1-2 IL 293 2,193 85.5% 1,318 1,315 1,315 0 0 0 0 0 0
Dynegy Vermilion 1-2 IL 2011 177 155 10.0% 107 50 50 50 0 0 0 0 0 0
Dynegy Wood River 4-5 IL 446 3,440 88.0% 2,023 2,073 2,073 0 0 0 0 0 0
Edison Mission Energy Crawford 7-8 IL 2012 537 2,382 50.6% 1,481 1,483 1,483 1,483 0 1,483 0 0 0 0
Edison Mission Energy Fisk 19 IL 2012 326 1,583 55.4% 966 968 968 968 0 968 0 0 0 0
Edison Mission Energy Joliet 7-8 IL 1,040 5,892 64.7% 3,663 3,386 3,386 0 3,386 0 0 3,386 0
Edison Mission Energy Joliet 6 IL 2018 314 1,672 60.8% 1,105 1,191 1,191 1,191 0 1,191 0 0 0 0
Edison Mission Energy Powerton 5-6 IL 1,538 9,177 68.1% 5,872 6,701 6,701 0 6,701 0 0 6,701 0
Edison Mission Energy Waukegan 6-8 IL 2014 689 3,890 64.4% 2,410 2,414 2,414 2,414 0 2,414 0 0 0 0
Edison Mission Energy Will County 3-4 IL 772 3,447 51.0% 2,207 2,140 2,140 0 2,140 0 0 2,140 0
EIF Plum Point 1 AR 665 4,159 71.4% 2,343 2,278 2,278 0 0 0 0 0 0
Empire District Energy Asbury 1-2 MO 213 1,169 62.7% 727 706 706 0 0 706 0 0 706
Empire District Energy Riverton 7-8 KS 2012 92 259 32.1% 184 203 203 203 0 0 0 0 0 0
Entergy Independence 1-2 AR 1,678 10,987 74.7% 6,613 6,848 6,848 0 0 0 0 0 0
Entergy Nelson 6 LA 550 3,497 72.6% 2,382 2,334 2,334 0 0 0 0 0 0
Entergy White Bluff 1-2 AR 1,659 10,387 71.5% 6,207 6,069 6,069 0 0 0 0 0 0
First Energy Ashtabula 5 OH 2015 244 875 41.0% 568 334 334 334 0 0 0 0 0 0
First Energy Bay Shore 2-4 OH 2012 489 2,316 54.1% 1,297 856 856 856 0 0 0 0 0 0
First Energy Eastlake 1-5 OH 2015 1,278 6,664 59.5% 3,424 2,414 2,414 2,414 0 0 0 0 0 0
First Energy Fort Martin 1-2 WV 1,107 7,104 73.3% 3,072 396 396 0 396 0 0 396 0
First Energy Hatfields Ferry 1-3 PA 1,580 10,764 77.8% 4,509 156 156 0 156 0 0 156 0
First Energy Lake Shore 18 OH 2015 195 583 34.1% 383 274 274 274 0 0 0 0 0 0
First Energy Sammis 1-7 OH 2,220 10,045 51.7% 4,747 1,094 1,094 0 0 0 0 0 0
First Energy Willow Island 1-2 WV 2012 239 163 7.8% 123 92 92 92 0 92 0 0 0 0
Fremont, NE Lon Wright 8 NE 85 446 59.9% 308 304 304 0 0 0 0 0 0
GDF Suez Coleto Creek 1 TX 632 4,090 73.9% 2,297 2,950 2,950 0 0 0 0 0 0
Grand Island Utilities Platte 1 NE 100 554 63.2% 379 320 320 0 0 0 0 0 0
Grand River Dam Authority GRDA 2 OK 520 3,498 76.8% 2,275 2,288 2,288 0 0 0 0 0 0
Grand River Dam Authority GRDA 1 OK 490 3,295 76.8% 2,142 2,288 2,288 0 0 0 0 0 0
Great River Energy Stanton ND 190 1,263 75.9% 717 752 0 752 752 0 0 752 0 0
Hastings Utilities Whelan 1-2 NE 297 1,517 58.3% 943 926 926 0 0 0 0 0 0
Hibbing Hibbing MN 31 72 26.8% 90 90 90 0 0 0 0 0 0
Holland, MI James De Young 3-5 MI 2015 58 217 42.7% 138 28 0 28 28 28 0 0 0 0 0
Kansas City Board Nearman Creek 1 KS 235 1,381 67.1% 900 970 970 0 0 0 0 0 0
Kansas City Board Quindaro 1-2 KS 208 936 51.4% 603 646 646 0 0 646 0 0 646
Kansas City P&L Hawthorn 5 MO 565 3,760 76.0% 2,239 2,203 2,203 0 0 0 0 0 0
Kansas City P&L Iatan 1-2 MO 1,520 9,016 67.7% 4,982 4,738 4,738 0 0 0 0 0 0
Kansas City P&L La Cygne 1 KS 688 3,940 65.4% 2,339 2,371 2,371 0 0 2,371 0 0 2,371
Kansas City P&L La Cygne 2 KS 674 4,213 71.4% 2,549 2,371 2,371 0 0 0 0 0 0
Kansas City P&L Lake Road 4 MO 97 340 40.0% 373 367 367 0 0 367 0 0 367
Kansas City P&L Montrose 1-3 MO 510 2,598 58.2% 1,653 1,588 1,588 0 0 0 0 0 0
Kansas City P&L Sibley 1-3 MO 495 2,361 54.4% 1,384 1,269 1,269 0 0 1,269 0 0 1,269
Lansing, MI Eckert 1-6 MI 363 1,310 41.1% 914 1,345 1,345 0 0 0 0 0 0
Lansing, MI Erickson 1 MI 158 825 59.5% 492 368 368 0 0 0 0 0 0
LCRA Fayette 1-3 TX 1,641 10,765 74.9% 6,550 6,086 6,086 0 0 0 0 0 0
LG&E Trimble County 1-2 KY 1,261 7,795 70.6% 3,202 609 609 0 0 0 0 0 0
Luminant Big Brown 1-2 TX 1,150 7,898 78.4% 5,925 2,581 2,581 0 0 0 0 0 0
Luminant Martin Lake 1-3 TX 2,418 17,608 83.1% 13,699 3,555 3,555 0 0 0 0 0 0
Luminant Monticello 1-2 TX 1,176 7,412 71.9% 5,403 3,688 3,688 0 0 0 0 0 0
Luminant Monticello 3 TX 780 5,049 73.9% 3,650 2,459 2,459 0 0 0 0 0 0
Manitowoc, WI Manitowoc 8-9 WI 95 178 21.3% 100 14 14 0 0 0 0 0 0
Marquette Board L&P Shiras 3 MI 44 288 74.8% 195 188 188 0 0 0 0 0 0
MDU Resources Hardin 1 MT 116 646 63.5% 462 462 0 462 462 0 0 462 0 0
MidAmerican Energy George Neal North 3 IA 515 3,167 70.2% 1,957 1,950 1,950 0 0 0 0 0 0
MidAmerican Energy George Neal North 1-2 IA 2016 435 2,486 65.3% 1,476 1,450 1,450 1,450 0 0 1,450 0 0 0
MidAmerican Energy George Neal South 4 IA 644 4,272 75.7% 2,540 2,777 2,777 0 0 0 0 0 0
MidAmerican Energy Louisa 1 IA 700 4,291 70.0% 2,606 3,303 3,303 0 0 0 0 0 0
MidAmerican Energy Riverside 7-9 IA 2016 135 798 67.5% 576 600 600 600 0 0 0 0 0 0
MidAmerican Energy Walter Scott 3-4 IA 1,480 11,165 86.1% 6,572 6,728 6,728 0 0 0 0 0 0
MidAmerican Energy Walter Scott 1-2 IA 2016 133 823 70.6% 549 550 550 550 0 0 0 0 0 0
Muscatine, IA Muscatine 9 IA 160 599 42.7% 398 416 416 0 0 0 0 0 0
Muscatine, IA Muscatine 7-8 IA 80 247 35.3% 361 416 416 0 0 416 0 0 416
Nebraska Public Power Gentleman 1-2 NE 1,365 9,333 78.1% 5,634 5,626 5,626 0 0 0 0 0 0
Nebraska Public Power Sheldon 1-2 NE 225 1,399 71.0% 944 931 931 0 0 931 0 0 931
Newmont TS Power 1 NV 203 1,315 73.9% 727 729 729 0 0 0 0 0 0
NIPSCO Michigan City 12 IN 469 2,940 71.6% 1,596 1,225 1,225 0 0 1,225 0 0 1,225
NIPSCO Schahfer 14-15 14-15 IN 903 4,408 55.7% 2,692 2,595 2,595 0 0 2,595 0 0 2,595

2011 PRB Coal Purchases 1000 tons
Generation Coal Burn 2011 Market for MT PRB MT PRB Excl. RetireTotal Purchases of PRB Coal
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Retire Capacity Capacity
Owner Plant Unit ST Date MW GWh Factor 1000 tons Total WY MT Retire Now Past Wet Now Past Wet
NRG Energy Big Cajun 2 1,3 LA 1,168 8,256 80.7% 5,310 4,786 4,786 0 0 0 0 0 0
NRG Energy Big Cajun 2 2 LA 2015 575 4,493 89.2% 2,982 2,393 2,393 2,393 0 0 0 0 0 0
NRG Energy Dunkirk 1-4 NY 2014 530 1,979 42.6% 1,201 1,197 1,197 1,197 0 0 0 0 0 0
NRG Energy Huntley 67-68 NY 380 1,400 42.1% 831 823 823 0 0 0 0 0 0
NRG Energy Limestone 1-2 TX 1,700 13,466 90.4% 9,171 3,894 3,894 0 0 0 0 0 0
NRG Energy Parish 5-8 TX 2,488 16,767 76.9% 11,043 9,061 9,061 0 9,061 0 0 9,061 0
NV Energy Reid Gardner 1-4 NV 2017 605 2,242 42.3% 1,171 310 310 310 0 0 0 0 0 0
Oklahoma Gas & Electric Muskogee 4-6 OK 1,491 8,661 66.3% 5,322 4,133 4,133 0 0 0 0 0 0
Oklahoma Gas & Electric Sooner 1-2 OK 1,031 6,822 75.5% 4,060 3,355 3,355 0 0 0 0 0 0
Omaha Public Power Nebraska City 1-2 NE 1,309 9,104 79.4% 5,319 4,920 4,920 0 0 0 0 0 0
Omaha Public Power North Omaha 1-5 NE 599 3,319 63.3% 2,168 1,952 1,952 0 0 0 0 0 0
Otter Tail Power Big Stone 1 SD 464 2,456 60.4% 1,648 1,676 1,676 1,676 0 0 1,676 0 0
Otter Tail Power Hoot Lake 2-3 MN 2020 149 788 60.5% 486 484 0 484 484 484 0 0 0 0 0
PacifiCorp Dave Johnston 4 WY 330 2,072 71.7% 1,433 1,441 1,441 0 0 0 0 0 0
PacifiCorp Dave Johnston 3 WY 220 1,552 80.5% 1,084 1,080 1,080 0 0 0 0 0 0
PacifiCorp Dave Johnston 1-2 WY 222 1,423 73.2% 1,046 1,080 1,080 0 0 0 0 0 0
PacifiCorp Wyodak 1 WY 362 1,829 57.7% 1,450 1,449 1,449 0 0 0 0 0 0
Platte River Power Authority Rawhide 1 CO 279 2,287 93.6% 1,281 1,310 1,310 0 0 0 0 0 0
Portland General Electric Boardman 1 OR 2020 585 3,334 65.0% 1,985 2,352 2,243 108 2,352 2,352 0 0 0 0 0
PPL Generation Colstrip 3-4 MT 1,480 9,439 72.8% 5,939 6,107 0 6,107 6,107 0 0 6,107 0 0
PPL Generation Colstrip 1-2 MT 614 3,574 66.4% 2,295 2,298 0 2,298 2,298 0 0 2,298 0 0
PPL Generation Corette 1 MT 2015 154 830 61.5% 550 555 555 555 0 555 0 0 0 0
Raven Power Crane 1-2 MD 385 981 29.1% 589 583 583 0 0 583 0 0 583
Rockland Capital England 1 NJ 2014 129 61 5.4% 32 14 14 14 0 0 14 0 0 0
Rosebud Energy CELP 1 MT 40 259 74.0% 214 203 203 0 0 0 0 0 0
Salt River Project Coronado 1-2 AZ 785 5,444 79.2% 3,295 3,124 2,362 762 3,124 0 0 3,124 0 0
San Antonio CPS Deely 1-2 TX 2018 830 6,311 86.8% 3,781 3,704 3,704 3,704 0 0 0 0 0 0
San Antonio CPS Spruce 1-2 TX 1,370 8,955 74.6% 5,116 5,115 5,115 0 0 0 0 0 0
Sikeston, MO Sikeston 1 MO 233 1,838 90.0% 1,136 1,094 1,094 0 0 0 0 0 0
Southern Company Daniel 1-2 MS 969 2,746 32.4% 1,451 987 987 0 987 0 0 987 0
Southern Company Miller 1-4 AL 2,742 20,522 85.4% 12,042 11,868 11,868 0 0 0 0 0 0
Southern Company Scherer 1-4 GA 3,446 21,330 70.7% 13,123 13,619 13,619 0 0 0 0 0 0
Springfield, MO James River 1-5 MO 239 965 46.1% 654 607 607 0 0 0 0 0 0
Springfield, MO Southwest 1-2 MO 478 2,512 60.0% 1,457 1,639 1,639 0 0 0 0 0 0
Sunflower Electric Holcomb 1 KS 362 2,728 86.0% 1,651 1,597 1,597 0 0 0 0 0 0
Texas Municipal Power Gibbons Creek 1 TX 462 3,138 77.5% 1,942 2,085 2,085 0 0 0 0 0 0
Tondu Energy Filer City 1 MI 60 381 72.4% 234 74 74 0 0 0 0 0 0
TransAlta Centralia 1-2 WA 2025 1,405 5,200 42.2% 3,425 3,523 1,181 2,343 3,523 3,523 0 0 0 0 0
Tri-State G&T Springerville 3-4 AZ 832 5,883 80.7% 3,388 3,413 3,413 0 0 0 0 0 0
TVA Allen 1-3 TN 749 4,605 70.2% 2,660 2,299 2,299 0 0 2,299 0 0 2,299
TVA Colbert 1-5 AL 2016 1,192 4,739 45.4% 2,330 447 447 447 0 0 0 0 0 0
TVA Gallatin 1-4 TN 982 7,277 84.6% 4,331 4,249 4,249 0 0 0 0 0 0
TVA Johnsonville 1-10 TN 2015 1,230 4,696 43.6% 2,828 1,663 1,663 1,663 0 0 0 0 0 0
TVA Kingston 1-9 TN 1,445 4,718 37.3% 2,331 1,198 1,198 0 0 0 0 0 0
TVA Shawnee 1-9 KY 1,224 7,831 73.0% 4,117 2,029 2,029 0 0 0 0 0 0
Virginia Virginia MN 29 48 19.0% 83 83 83 0 0 0 0 0 0
Westar Energy Jeffrey 1-3 KS 2,213 13,593 70.1% 9,059 9,096 9,096 0 0 0 0 0 0
Westar Energy Lawrence 3-5 KS 548 3,512 73.2% 2,132 2,035 2,035 0 2,035 0 0 2,035 0
Westar Energy Tecumseh 7-8 KS 204 1,112 62.2% 724 673 673 0 673 0 0 673 0
Western Farmers Hugo 1 OK 412 2,878 79.8% 1,892 1,705 1,705 0 0 0 0 0 0
Willmar Willmar MN 24 24 11.3% 35 35 35 0 0 0 0 0 0
Wisconsin Energy Pleasant Prairie 1-2 WI 1,224 6,128 57.1% 4,096 4,202 4,202 0 0 0 0 0 0
Wisconsin Energy Presque Isle 7-9 MI 261 1,544 67.5% 1,041 1,770 926 844 1,770 0 0 1,770 0 0
Wisconsin Energy Presque Isle 5-6 MI 176 699 45.4% 361 105 105 0 0 0 0 0 0
Wisconsin Energy South Oak Creek 5-8 WI 1,137 5,352 53.7% 2,919 2,889 2,889 0 0 0 0 0 0
Wisconsin Public Service Pulliam 7-8 WI 216 751 39.8% 492 395 395 0 0 0 0 0 0
Wisconsin Public Service Pulliam 5-6 WI 2015 119 171 16.4% 131 100 100 100 0 0 0 0 0 0
Wisconsin Public Service Weston 4 WI 535 3,659 78.1% 1,960 1,793 1,793 0 0 0 0 0 0
Wisconsin Public Service Weston 3 WI 322 1,877 66.5% 1,137 1,327 1,327 0 0 0 0 0 0
Wisconsin Public Service Weston 1-2 WI 2015 135 490 41.5% 321 466 466 466 0 0 0 0 0 0
Wyandotte, MI Wyandotte 8 MI 32 26 9.2% 38 20 0 20 20 0 0 20 0 0
Xcel Energy Arapahoe 3-4 CO 2013 157 569 41.4% 421 422 422 422 0 0 0 0 0 0
Xcel Energy Bay Front 4-6 WI 2015 74 50 7.6% 47 47 47 47 0 47 0 0 0 0
Xcel Energy Black Dog 3-4 MN 2015 278 1,183 48.6% 773 726 726 726 0 726 0 0 0 0
Xcel Energy Comanche 1-3 CO 1,410 7,346 59.5% 4,230 4,623 4,623 0 0 0 0 0 0
Xcel Energy Harrington 1-3 TX 1,066 5,708 61.1% 3,355 3,568 3,568 0 0 0 0 0 0
Xcel Energy King 1 MN 578 3,421 67.6% 1,885 2,040 2,040 0 2,040 0 0 2,040 0
Xcel Energy Pawnee 1 CO 495 2,928 67.5% 1,877 2,005 2,005 0 0 0 0 0 0
Xcel Energy Sherburne County 1-3 MN 2,313 12,991 64.1% 7,788 8,192 3,462 4,730 8,192 0 0 8,192 0 0
Xcel Energy Tolk 1-2 TX 1,080 7,807 82.5% 4,395 4,221 4,221 0 0 0 0 0 0
Total 143,289 852,738 67.9% 513,273 445,417 416,095 29,322 47,885 45,552 54,971 39,171 37,937 44,933 35,122

2011 PRB Coal Purchases 1000 tons
Generation Coal Burn 2011 Market for MT PRB MT PRB Excl. RetireTotal Purchases of PRB Coal
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News from 
Arch Coal, Inc.      

 
FOR FURTHER INFORMATION: 

Jennifer Beatty 
Vice President, Investor Relations 

314/994-2781 
 

FOR IMMEDIATE RELEASE 
                                       
      

Arch Coal, Inc. Reports First Quarter 2013 Results 
Available liquidity of $1.3 billion as of March 31, 2013 

Strong first quarter 2013 cost performances in key regions 
U.S. thermal market poised to bounce back in 2013 

 

Quarter Ended
In $ millions, except per share data 3/31/13 3/31/12

Revenues $825.5 $1,039.7
Income (Loss) from Operations (32.4) 54.1

Net Income (Loss) 
1

(70.0) 1.2
Fully Diluted EPS/LPS (0.33) 0.01

Adjusted Net Loss 
1,2

(71.8) (7.6)
Adjusted Fully Diluted LPS 2 (0.34) (0.04)

Adjusted EBITDA 
2

$83.6 $179.8

1/- Net income attributable to ACI.

2/- Defined and reconciled under "Reconciliation of non-GAAP measures.

Earnings Highlights

 
 
ST. LOUIS (April 23, 2013) – Arch Coal, Inc. (NYSE: ACI) today reported a net loss of $70 
million, or $0.33 per diluted share, in the first quarter of 2013. After excluding non-cash 
accretion of acquired coal supply agreements, Arch’s first quarter 2013 adjusted net loss was $72 
million, or $0.34 per diluted share. In the first quarter of 2012, Arch reported an adjusted net loss 
of $8 million, or $0.04 per diluted share. 

 
Revenues totaled $826 million in the first quarter of 2013 on lower sales volumes compared with 
the prior-year quarter. Adjusted earnings before interest, taxes, depreciation, depletion and 
amortization (“EBITDA”) were $84 million in the first quarter of 2013 versus $180 million a 
year ago. First quarter 2013 results include a pre-tax charge of $10.5 million related to minimum 
throughput fees as required under Arch’s existing port and logistics agreements. 

 
“Despite the global coal market headwinds that have prevailed over the last 18 months, we are 
delivering strong cost control, exercising capital restraint and minimizing cash outflows in the 
trough of the market cycle, while maintaining our commitment to safety and environmental 
excellence,” said John W. Eaves, Arch’s president and chief executive officer. “As the market 
cycle turns, we are confident that our low-cost operations will generate strong cash flows and 
value for our shareholders.” 
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“Positive catalysts, such as normalized weather and higher competing fuel prices, are improving 
the outlook for the domestic thermal market, our largest market by volume,” continued Eaves. 
“We expect these trends to continue to reduce customer coal stockpiles throughout 2013 and to 
create a more balanced U.S. coal market thereafter. Globally, we believe metallurgical and 
thermal coal markets are in the process of stabilizing, and we anticipate gradual improvement as 
we progress through the remainder of the year.” 

 
2013 Plans 
 
“During 2013, our focus remains on improving cash flows during this period of market weakness 
and on preparing the company to capitalize as coal markets recover,” said Eaves.  “Our plan 
includes three key areas: capital spending reductions, cost containment, and working capital and 
financial management.” 

 
Arch has further reduced its forecasted capital expenditures by approximately $30 million for 
2013, and now expects to spend between $300 million and $330 million for the full year. This 
range includes spending for the completion of the Leer metallurgical mine in Appalachia and for 
previously committed land obligations. In addition, the company’s capital plans include spending 
for maintenance and efficiency projects, which have benefited from the redeployment of 
equipment from idled mines into active operations.  
 
As evidenced by first quarter 2013 results, Arch is containing costs and improving operational 
efficiencies despite running at planned lower volume levels. Cost reductions per ton were 
achieved in several regions by reducing overtime and contractor costs, generating cost savings on 
consumables and lowering other carrying costs. For full year 2013, Arch has maintained its 
thermal coal volume guidance range of 125 million to 135 million tons, but has reduced its 
annual cash cost guidance range for two of the company’s largest operating regions, the Powder 
River Basin and Appalachia. 

 
Arch is maintaining its financial strength and flexibility during the market downturn by 
minimizing cash outflows through active working capital and other financial management. At 
March 31, Arch had total available liquidity of $1.3 billion, approximately $1.0 billion of which 
was in the form of cash and other short-term investments. The company also has roughly $300 
million available to be borrowed under undrawn lines of credit and other sources.  

 
Core Values 
 
Arch continued to build upon its leading safety and environmental record during the first quarter 
of 2013. The company’s reported lost-time safety incident rate was nearly 50 percent lower than 
in the prior-year quarter. Arch also improved its environmental compliance record for the three 
months ended March 31, 2013 compared with the year-ago quarter.   
 
In addition, several of Arch’s eastern operations and facilities received West Virginia 
Mountaineer Guardian Awards in the first quarter for exemplary safety records achieved during 
2012. Four operations also were honored by state environmental agencies. In West Virginia, the 
Department of Environmental Protection honored Coal-Mac, Wolf Run and Mountain Laurel for 
superior reclamation, wildlife habitat and conservation efforts. In Colorado, West Elk was 
recognized by the Colorado Department of Public Health & Environment as a senior participant 
in the state’s Pollution Prevention Program. 
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“We’re off to another strong year for our safety and environmental performance in the first 
quarter, with nine operations attaining A Perfect Zero, a dual accomplishment of operating 
without a reportable safety incident or environmental violation,” said Paul A. Lang, Arch’s 
executive vice president and chief operating officer. “I’m proud of our employees’ ongoing 
pursuit of our ultimate goal of A Perfect Zero at all of our sites every single day.” 
 
Operational Results 
 
“In the first quarter of 2013, Arch’s operations turned in strong cost performances that met or 
exceeded our expectations when compared to the fourth quarter and the first quarter of last year,” 
said Lang. “Even while running at lower production levels, we’re managing our per-ton costs. As 
markets correct, we expect our volumes and realized prices to increase over time, which will 
improve our profitability.” 

 
Arch Coal, Inc.

1Q13 4Q12 1Q12

Tons sold (in millions) 34.1 36.1 35.5
Average sales price per ton $21.66 $24.21 $25.73
Cash cost per ton $18.02 $19.44 $20.18
Cash margin per ton $3.64 $4.77 $5.55
Total operating cost per ton $21.46 $22.88 $24.07
Operating margin per ton $0.20 $1.33 $1.66

Consolidated results may not tie to regional breakout due to exclusion of other assets, rounding.
Operating cost per ton includes depreciation, depletion and amortization per ton.
Amounts reflected in this table have been adjusted for certain transactions.  
For a description of adjustments, refer to the regional schedule at http://investor.archcoal.com

 
 

Arch earned $3.64 per ton in consolidated cash margin in the first quarter of 2013 compared with 
$4.77 per ton in the fourth quarter of 2012, primarily reflecting the impact of lower realized 
prices across operating regions. A larger percentage of Powder River Basin coal in Arch’s 
overall volume mix in the first quarter of 2013 also contributed to the decline in consolidated 
sales price per ton versus the fourth quarter. Consolidated cash costs per ton declined 7 percent 
over the same time period, due to lower costs in several operating regions and a larger 
percentage of lower-cost tons in the company’s overall volume mix. 

 

1Q13 4Q12 1Q12

Tons sold (in millions) 26.6 27.6 27.2
Average sales price per ton $12.68 $13.12 $13.87
Cash cost per ton $10.65 $11.58 $11.24
Cash margin per ton $2.03 $1.54 $2.63
Total operating cost per ton $12.24 $13.18 $12.75
Operating margin per ton $0.44 ($0.06) $1.12

Operating cost per ton includes depreciation, depletion and amortization per ton.
Amounts reflected in this table have been adjusted for certain transactions.  

Powder River Basin

 
 

In the Powder River Basin, first quarter 2013 cash margin increased 32 percent to $2.03 per ton 
compared with the fourth quarter of 2012. First quarter 2013 sales price per ton decreased 3 
percent, stemming from lower pricing on contracted, market-based and export tons. The decline 
in realized pricing was more than offset by an 8 percent decline in cash cost per ton. Despite 
lower volume levels, cash cost per ton declined due to lower maintenance expense and 
successful cost containment efforts.  
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Appalachia

1Q13 4Q12 1Q12

Tons sold (in millions) 3.4 4.2 4.5
Average sales price per ton $74.76 $83.50 $87.33
Cash cost per ton $67.16 $70.23 $70.95
Cash margin per ton $7.60 $13.27 $16.38
Total operating cost per ton $83.50 $84.78 $87.74
Operating margin per ton ($8.74) ($1.28) ($0.41)

Operating cost per ton includes depreciation, depletion and amortization per ton.
Amounts reflected in this table have been adjusted for certain transactions.  

 
 

In Appalachia, Arch recorded a cash margin of $7.60 per ton in the first quarter of 2013 
compared with $13.27 per ton in the fourth quarter of 2012. Sales volumes declined 0.8 million 
tons in the first quarter of 2013 versus the fourth quarter due to lower thermal and metallurgical 
coal shipments, partially driven by a longwall move at the Mountain Laurel operation. Average 
sales price per ton decreased 10 percent over the same time period, largely reflecting lower 
prices on metallurgical shipments. First quarter 2013 cash cost per ton declined 4 percent versus 
the fourth quarter of 2012, even with metallurgical volumes representing more than one half of 
the regional volume mix. 
 

1Q13 4Q12 1Q12

Tons sold (in millions) 3.5 3.8 3.3
Average sales price per ton* $35.53 $37.37 $36.77
Cash cost per ton* $24.12 $18.69 $21.28
Cash margin per ton $11.41 $18.68 $15.49
Total operating cost per ton* $29.07 $23.15 $26.98
Operating margin per ton $6.46 $14.22 $9.79

*Sales prices and costs in the region are presented f.o.b. point for domestic customers.
Operating cost per ton includes depreciation, depletion and amortization per ton.
Amounts reflected in this table have been adjusted for certain transactions.  

Western Bituminous Region

 
 

In the Western Bituminous Region, Arch recorded a cash margin of $11.41 per ton in the first 
quarter of 2013 compared with $18.68 per ton in the fourth quarter of 2012. First quarter 2013 
sales volumes declined as the longwall at Dugout Canyon was idled in the prior-quarter period. 
Average sales price per ton declined modestly over the same time period, reflecting lower 
pricing on export sales. Cash cost per ton increased in the first quarter of 2013 compared with the 
low levels reported in the fourth quarter when the Dugout Canyon longwall was still in service. 

  
Market Trends 

 
“The trend in U.S. coal markets is improving,” said Eaves. “U.S. power demand is rising in 
2013, coal production continues to rationalize, and coal is regaining its share of the domestic 
power generation market due to the higher cost or lack of availability of competing fuels.” 

 
Arch expects U.S. coal consumption for power generation to increase by 50 million tons or more 
in 2013 compared with 2012, due to favorable weather trends and higher natural gas prices. Coal 
supply rationalization also is expected to continue in 2013. Mine Safety and Health 
Administration data suggests that U.S. coal production totaled 246 million tons in the first 
quarter of 2013 compared with 268 million tons in the same quarter of last year. Increased 
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demand and decreased supply should lead to a further liquidation in U.S. coal stockpiles in 2013. 
Internal estimates forecast that customer coal stockpile levels could end the year below 145 
million tons. 

 
In 2013, the growing global coal trade is projected to exceed the record 1.2 billion metric tonnes 
set in 2012. More than 100 gigawatts of new coal-fueled plants are expected to come online in 
2013, resulting in more than 300 million metric tonnes of incremental annual coal demand this 
year alone. Seaborne coal supply should service a portion of that demand. “Growing global 
demand for coal, coupled with restraint in seaborne supply growth, should translate into a more 
balanced market as the year progresses,” added Eaves.   
 
Global steel production also is projected to grow in 2013, with Asia, Latin America and the 
United States leading the increase. Arch expects U.S. metallurgical coal exports to remain 
elevated, with overall U.S. coal exports projected to total above 100 million tons in 2013.  

 
Company Outlook 
 
“We continue to execute our strategy of layering in some thermal sales to run our mines 
efficiently, manage our costs and meet our sales plans for 2013, despite operating at reduced 
volume levels,” said Eaves. “We have also booked 6.5 million tons of our metallurgical coal for 
2013, and see significant opportunity to place additional tons.” 
 
“Looking ahead, we will continue to focus on managing through the market downturn with the 
liquidity that we have in place,” continued Eaves. “We also expect a stronger second half in 
2013, driven by improving domestic coal market fundamentals, a recovering metallurgical 
market and the startup of Arch’s Leer longwall mine.” 
 

Tons Tons $ per ton
Sales Volume (in millions tons)
Thermal 125-135
Met 8-9

Total 133-144

Powder River Basin
Committed, Priced 94.3        $13.13 52.6        $14.18
Committed, Unpriced 7.1          14.6        

Total Committed 101.4      67.2        
Average Cash Cost $10.65 - $11.15

Western Bituminous
Committed, Priced 12.7        $37.38 8.2          $40.69
Committed, Unpriced 1.4          0.2          

Total Committed 14.1        8.4          
Average Cash Cost $24.00 - $27.00

Appalachia
Committed, Priced Thermal 6.4          $63.95 1.7          $53.98
Committed, Unpriced Thermal 0.2          0.3          
Committed, Priced Metallurgical 6.1          $91.01 -          
Committed, Unpriced Metallurgical 0.4          -          

Total Committed 13.1        2.0          
Average Cash Cost $66.00 - $71.00

Illinois Basin
Committed, Priced 2.1          $42.50 1.7          $42.33
Average Cash Cost $34.00 - $36.00

Corporate (in $ millions)
D,D&A $500 - $530
S,G&A $130 - $140
Interest Expense $360 - $370
Capital Expenditures $300 - $330

2013 2014
$ per ton
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A conference call regarding Arch Coal’s first quarter 2013 financial results will be webcast live 
today at 10 a.m. Eastern time. The conference call can be accessed via the “investor” section of 
the Arch Coal website (http://investor.archcoal.com). 

 
U.S.-based Arch Coal, Inc. is one of the world’s top coal producers for the global steel and 
power generation industries, serving customers in 25 countries on five continents.  Its network of 
mining complexes is the most diversified in the United States, spanning every major coal basin 
in the nation.  The company controls a 5.5-billion-ton reserve base of high-quality metallurgical 
and thermal coals, with access to all major railroads, inland waterways and a growing number of 
seaborne trade channels.  For more information, visit www.archcoal.com.    
 
Forward-Looking Statements:  This press release contains “forward-looking statements” – that is, statements 
related to future, not past, events.  In this context, forward-looking statements often address our expected future 
business and financial performance, and often contain words such as “expects,” “anticipates,” “intends,” “plans,” 
“believes,” “seeks,” or “will.”  Forward-looking statements by their nature address matters that are, to different 
degrees, uncertain.  For us, particular uncertainties arise from changes in the demand for our coal by the domestic 
electric generation industry; from legislation and regulations relating to the Clean Air Act and other environmental 
initiatives; from operational, geological, permit, labor and weather-related factors; from fluctuations in the amount 
of cash we generate from operations; from future integration of acquired businesses; and from numerous other 
matters of national, regional and global scale, including those of a political, economic, business, competitive or 
regulatory nature.  These uncertainties may cause our actual future results to be materially different than those 
expressed in our forward-looking statements.  We do not undertake to update our forward-looking statements, 
whether as a result of new information, future events or otherwise, except as may be required by law.  For a 
description of some of the risks and uncertainties that may affect our future results, you should see the risk factors 
described from time to time in the reports we file with the Securities and Exchange Commission.  
 

# # # 



2013 2012

Revenues 825,502$           1,039,651$        

Costs, expenses and other operating
Cost of sales 710,573 850,871
Depreciation, depletion and amortization 118,868 139,966
Amortization of acquired sales contracts, net (2,810) (14,017)
Change in fair value of coal derivatives and coal trading activities, net 1,308 (3,613)
Selling, general and administrative expenses 33,209 30,861
Other operating income, net (3,217) (18,498)

857,931 985,570

Income (loss) from operations (32,429) 54,081

Interest expense, net:
Interest expense (95,087) (74,772)
Interest and investment income 2,836 1,021

(92,251) (73,751)

Loss before income taxes (124,680) (19,670)
Benefit from income taxes (54,631) (21,079)
Net income (loss) (70,049) 1,409
Less: Net income attributable to noncontrolling interest — (203)
Net income (loss) attributable to Arch Coal, Inc. (70,049)$           1,206$               

Earnings (loss) per common share
Basic earnings (loss) per common share (0.33)$                0.01$                 
Diluted earnings (loss) per common share (0.33)$                0.01$                 

Weighted average shares outstanding
Basic 212,062 211,687
Diluted 212,062 211,908

Dividends declared per common share 0.03$                 0.11$                 

Adjusted EBITDA (A) 83,629$             179,827$           

(A) Adjusted EBITDA is defined and reconciled under "Reconciliation of Non-GAAP Measures" later in this release.

Arch Coal, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations

(In thousands, except per share data)

Three Months Ended March 31,

(Unaudited)



March 31, December 31,

2013 2012

Assets
Current assets

Cash and cash equivalents 730,119$        784,622$             
Restricted cash 2,290 3,453
Short term investments 248,414 234,305
Trade accounts receivable 263,294 247,539
Other receivables 81,750 84,541
Inventories 368,240 365,424
Prepaid royalties 13,105 11,416
Deferred income taxes 67,337 67,360
Coal derivative assets 20,856 22,975
Other 88,977 92,469
Total current assets 1,884,382 1,914,104

Property, plant and equipment, net 7,272,541 7,337,098

Other assets
Prepaid royalties 91,691 87,773
Goodwill 265,423 265,423
Equity investments 246,807 242,215
Other 159,300 160,164

Total other assets 763,221 755,575
Total assets 9,920,144$     10,006,777$        

Liabilities and Stockholders' Equity
Current liabilities

Accounts payable 229,269$        224,418$             
Coal derivative liabilities 643 1,737
Accrued expenses and other current liabilities 352,040 318,018
Current maturities of debt 28,306 32,896

Total current liabilities 610,258 577,069
Long-term debt 5,082,205 5,085,879
Asset retirement obligations 410,975 409,705
Accrued pension benefits 69,342 67,630
Accrued postretirement benefits other than pension 46,413 45,086
Accrued workers’ compensation 81,039 81,629
Deferred income taxes 610,195 664,182
Other noncurrent liabilities 227,363 221,030

Total liabilities 7,137,790 7,152,210

Stockholders' equity
Common Stock 2,141 2,141
Paid-in capital 3,029,536 3,026,823
Treasury stock, at cost (53,848) (53,848)
Accumulated deficit (180,459) (104,042)
Accumulated other comprehensive loss (15,016) (16,507)

Total stockholders’ equity 2,782,354 2,854,567
Total liabilities and stockholders’ equity 9,920,144$     10,006,777$        

Arch Coal, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands)

(Unaudited)



2013 2012

Operating activities
Net income (loss) (70,049)$          1,409$              
Adjustments to reconcile to cash  provided by operating activities:

Depreciation, depletion and amortization 118,868 139,966
Amortization of acquired sales contracts, net (2,810) (14,017)
Amortization relating to financing activities 6,167 4,288
Prepaid royalties expensed 3,537 8,586
Employee stock-based compensation expense 2,713 4,079

Changes in:
Receivables (12,340) 88,082
Inventories (2,816) (111,196)
Coal derivative assets and liabilities (192) (5,347)
Accounts payable, accrued expenses and other current liabilities 38,249 (66,222)
Income taxes, net 458 23,002
Deferred income taxes (54,801) (21,742)
Other 16,307 4,102

Cash provided by operating activities 43,291 54,990

Investing activities
Capital expenditures (54,522) (93,271)
Additions to prepaid royalties (9,142) (8,262)
Proceeds from dispositions of property, plant and equipment 714 22,105
Purchases of short term investments (26,787) —
Proceeds from sales of short term investments 11,534 —
Investments in and advances to affiliates (4,298) (5,777)
Change in restricted cash 1,163 1,455

Cash used in investing activities (81,338) (83,750)

Financing activities
Net increase in borrowings under lines of credit — 34,000
Payments on term note (4,125) —
Net payments on other debt (5,964) (7,323)
Debt financing costs — (100)
Dividends paid (6,367) (23,327)
Issuance of common stock under incentive plans — 5,131

Cash provided by (used in) financing activities (16,456) 8,381

Decrease in cash and cash equivalents (54,503) (20,379)
Cash and cash equivalents, beginning of period 784,622 138,149

Cash and cash equivalents, end of period 730,119$         117,770$          

Arch Coal, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows

(In thousands)

Three Months Ended March 31,

(Unaudited)



March 31, December 31,

2013 2012

Term loan ($1.65 billion face value) due 2018 1,623,955$        1,627,384$        
8.75% senior notes ($600.0 million face value) due 2016 591,535 590,999
7.00% senior notes due 2019 at par 1,000,000 1,000,000
9.875% senior notes ($375.0 million face value) due 2019 360,621 360,042
7.25% senior notes due 2020 at par 500,000 500,000
7.25% senior notes due 2021 at par 1,000,000 1,000,000
Other 34,400 40,350

5,110,511 5,118,775
28,306 32,896

Long-term debt 5,082,205$        5,085,879$        

Calculation of net debt:
Total debt 5,110,511$        5,118,775$        
Less liquid assets

Cash and cash equivalents 730,119 784,622
Short term investments 248,414 234,305

978,533 1,018,927
Net debt 4,131,978$        4,099,848$        

Arch Coal, Inc. and Subsidiaries
Schedule of Consolidated Debt

(In thousands)

(Unaudited)

Less: current maturities of debt



Adjusted EBITDA

2013 2012

Net income (loss) (70,049)$        1,409$           
Income tax benefit (54,631) (21,079)
Interest expense, net 92,251 73,751
Depreciation, depletion and amortization 118,868 139,966
Amortization of acquired sales contracts, net (2,810) (14,017)
Net income attributable to noncontrolling interest — (203)

Adjusted EBITDA 83,629$         179,827$       

accepted accounting principles.

2013 2012

Net income (loss) attributable to Arch Coal (70,049)$        1,206$           

Amortization of acquired sales contracts, net (2,810) (14,017)
Tax impact of adjustments 1,012 5,186

Adjusted net loss attributable to Arch Coal (71,847)$        (7,625)$          

Diluted weighted average shares outstanding 212,062 211,908

Diluted earnings (loss) per share (0.33)$            0.01$             

Amortization of acquired sales contracts, net (0.01) (0.07)
Tax impact of adjustments — 0.02

Adjusted diluted loss per share (0.34)$            (0.04)$            

(Unaudited)

results by excluding items relating to significant transactions. The adjustments made to arrive at these measures are
significant in understanding and assessing our financial condition.  Therefore, adjusted net income and adjusted diluted earnings per
share should not be considered in isolation, nor as an alternative to net income or diluted earnings per common share under generally

Three Months Ended March 31,

our operating performance. In addition, acquisition related expenses are excluded to make results more comparable
between periods.  Investors should be aware that our presentation of Adjusted EBITDA may not be comparable to
similarly titled measures used by other companies. The table below shows how we calculate Adjusted EBITDA.

Three Months Ended March 31,

(Unaudited)

Adjusted net income and adjusted diluted earnings per common share

Adjusted net income and adjusted diluted earnings per common share are adjusted for the after-tax impact of acquisition
related costs and are not measures of financial performance in accordance with generally accepted accounting
principles.  We believe that adjusted net income and adjusted diluted earnings per common share better reflect the trend of our future

Adjusted EBITDA is defined as net income attributable to the Company before the effect of net interest expense, income
taxes, depreciation, depletion and amortization, and the amortization of acquired sales contracts.   Adjusted EBITDA
may also be adjusted for items that may not reflect the trend of future results.

Adjusted EBITDA is not a measure of financial performance in accordance with generally accepted accounting
principles, and items excluded from Adjusted EBITDA are significant in understanding and assessing our financial
condition. Therefore, Adjusted EBITDA should not be considered in isolation, nor as an alternative to net income, income
from operations, cash flows from operations or as a measure of our profitability, liquidity or performance under generally
accepted accounting principles. We believe that Adjusted EBITDA presents a useful measure of our ability to incur and
service debt based on ongoing operations. Furthermore, analogous measures are used by industry analysts to evaluate

Arch Coal, Inc. and Subsidiaries
Reconciliation of Non-GAAP Measures
(In thousands, except per share data)

Included in the accompanying release, we have disclosed certain non-GAAP measures as defined by Regulation G.
The following reconciles these items to net income and cash flows as reported under GAAP.





January 11, 2013 

VIA E-Mail

Ms. Victoria Rutson
Chief
Office of Environmental Analysis 
Surface Transportation Board 
395 E Street, SW 
Washington, D.C.  20423 

  Re: Finance Docket No. 30186, Tongue River Railroad Company, Inc.--
 Rail Construction and Operation--In Custer, Powder River and 
 Rosebud Counties, MT 

Dear Ms. Rutson: 

 Please find enclosed a copy of the Alternatives Screening Analysis that has been prepared 
on behalf of Tongue River Railroad Company, Inc. (“TRRC”) by its contractors, TranSystems 
and Hanson Professional Services, Inc.

 I also write to confirm that TRRC has previously submitted under separate cover to the 
Board’s third-party contractor, ICF, certain technical files concerning TRRC’s preferred 
alignment and certain of the alternative alignments that your office may consider in connection 
with its review of the TRRC application.  A description of this technical information is provided 
below:

• Four Google kmz files and an exhibit depicting four rail alternatives.      

• Design files concerning certain rail alternatives and certain other files depicting the 
USGS existing ground model and aerial photography used to prepare the design files.

• Revised Google kmz files and an exhibit depicting various design refinements.       

.

David H. Coburn 
202 429 8063 
dcoburn@steptoe.com 

1330 Connecticut Avenue, NW 
Washington, DC 20036-1795 
202 429 3000 main 
www.steptoe.com 

EI-20182



Ms. Victoria Rutson 
January 11, 2013 
Page 2 

Please let me know if you have any questions concerning the information described 
above.

      Respectfully, 

      David H. Coburn     
Attorney for Tongue River Railroad Company, Inc. 

Enclosures

cc:   Kenneth Blodgett 
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1. Proposed Action 

The Tongue River Railroad Company, Inc. (TRRC) filed a Revised Application for Construction 
and Operation Authority with the STB on December 17, 2012.  The TRRC revised application 
proposes to construct and operate a rail line between the BNSF branch line at Colstrip, Montana 
and Ashland/Otter Creek, Montana. As stated in the Revised Application, the purpose of the 
project is to transport low-sulfur, sub-bituminous coal from proposed and future mine sites in 
Rosebud and Powder River Counties, including the proposed Otter Creek mine.  The southern 
portion of the proposed rail line was previously authorized by the STB’s predecessor, the 
Interstate Commerce Commission (ICC), in 1986. The proposed line differs from that previously 
authorized line as follows:  (1) the northern connection point with BNSF trackage has been 
shifted from Miles City to Colstrip and (2) refinements are being proposed to the previously 
authorized alignment south of the Tongue River crossing. The proposed refinements address 
rail operational considerations, including straightening and shortening the alignment. Also, 
TRRC does not intend to construct previously-authorized rail lines south of Terminus Point 1. 
BNSF is a partial owner of TRRC, is the proposed operator of the rail line, and is a party to the 
Revised Application. 

The STB has determined that it will conduct a new environmental review of the currently-
proposed project.  To support the environmental review, a third-party contractor has been 
retained to work with the STB’s Office of Environmental Analysis, as provided under the STB’s 
rules.

To assist the STB and its contractor, TRRC provides this Alternatives Screening Analysis of 
alternative alignments and other transportation options that have been considered by TRRC.  
This Analysis identifies four feasible alternatives that TRRC believes should be carried forward 
for further environmental study by the STB and also identifies other alternatives that TRRC has 
determined are not feasible based on applicable screening criteria and therefore that it believes 
do not warrant further detailed study.  Detailed map data for each of the four alternatives has 
been shared with the STB’s third party contractor. 

2. Alternatives Development 

TRRC has identified four rail alternatives that it recommends to be carried forward for further 
study, several rail alternatives that were considered but that it believes do not warrant further 
detailed study, and several non-rail alternatives that were considered but that it also believes do 
not warrant further detailed study.  In assessing these alternatives, TRRC has relied to some 
extent on information previously gathered on these alternatives, supplemented by current or 
updated information where available and relevant.  The four rail alternatives that TRRC 
recommends for further detailed study are shown on Figure 1.  
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Figure 1 Rail Alternatives Map
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3. Rail Alternatives that Should be Considered for Further Study 

3.1 Colstrip Alternative 

The Colstrip Alternative was identified in TRRC’s December 17 Application as its preferred 
route.  The north end of the Colstrip Alternative will connect to the existing BNSF Colstrip 
Subdivision just south of Colstrip, MT and continue east and south, crossing and paralleling 
Cow Creek Road for about seven miles before crossing Rosebud Creek Road and then 
Greenleaf Road.  The rail line will then run generally parallel to Greenleaf Road for about eleven 
miles to the south and east before crossing Tongue River Road and then the Tongue River.  
From just east of the Tongue River crossing, approximately nine miles north of Ashland, MT, the 
alignment matches the Tongue River Alternative going south to Ashland, dividing at the 
bifurcation point and continuing southwest and southeast of Ashland to Terminus Points 1 
and 2.  The total length of new railroad construction for the Colstrip Alternative is about 42 miles 
including the trackage south of the bifurcation point serving both Terminus Points 1 and 2. The 
estimated cost to construct the Colstrip Alternative is $416 Million (2013 Cost). Upgrades to the 
existing BNSF Colstrip Subdivision and the connection between the Colstrip and Forsyth 
Subdivisions will be made to bring the branch line up to current main line standards as well. 

3.2 Tongue River Alternative 

The Tongue River Alternative was previously identified as TRRC’s preferred alternative.  TRRC 
has previously proposed modifications to the version of this Alternative approved by the ICC in 
1986 which are designed to straighten curves to facilitate modern unit train movements.  It is 
this modified version of the Tongue River Alternative that is considered here.  This Alternative 
originates at a wye connection to the existing BNSF mainline at Miles City. The current 
configuration includes the west leg of the wye passing through the north eastern edge of the 
Miles City Fish Hatchery. The alignment would cross Interstate 94 beneath a new highway 
grade separation and then follow the west side of the Tongue River south from Miles City. This 
portion of the route would cross the United States Department of Agriculture Livestock and 
Range Research Station (LARRS). The alignment continues southward west of the Tongue 
River, generally on high ground outside the floodplain of the river; however, at a few locations, 
due to the topography and river meanders, the alignment runs within about 500 to 1,000 feet of 
the river. About 10 miles north of Ashland, the alignment crosses the Tongue River on a new 
bridge north of the Northern Cheyenne Indian Reservation in order to access the proposed Otter 
Creek Mine and Terminus Point 1, which are both east of Tongue River. The alignment 
continues southward on the east side of the river, passing east of Ashland. The railroad would 
cross U.S. Route 212 and Otter Creek on new bridges, and then split into two branches, running 
southwesterly and southeasterly, respectively, to mine sites at Terminus Points 1 and 2. 
Terminus Point 1 is near the previously permitted Montco Mine site and Terminus Point 2 is 
near the proposed Otter Creek Mine site.  The total length of new railroad construction is about 
83 miles, including the trackage south of the bifurcation point serving both Terminus Points 1 
and 2. The estimated cost to construct the Tongue River Alternative is $625 Million (2013 
Cost).1

                                                
1 The cost of this option is higher than the $490 Million cost estimated in TRRC’s October 16, 2012 
Revised Application for Construction and Operation Authority.  That is because additional information 
which supports the higher cost estimate has been developed since the filing of that Application.   
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3.3 Tongue River Road Alternative 

The northern portion of the Tongue River Road Alternative is the same as the Tongue River 
Alternative. Both alternatives originate at a wye connection to the existing BNSF mainline at 
Miles City. The current configuration includes the west leg of the wye passing through the 
northeastern edge of the Miles City Fish Hatchery. The alignment would cross Interstate 94 
beneath a new highway grade separation and then follow the west side of the Tongue River 
south from Miles City. This portion of the route would cross the LARRS. The alignment 
continues about 2 miles south of the LARRS, and then crosses to the east side of the river on a 
new bridge. The route continues southward on the east side of the river, generally parallel to the 
east side of Tongue River Road until the Tongue River Road turns and crosses to the west side 
of  the river, about 19 miles north of Ashland. The railroad continues southward on the east side 
of the river to Ashland. The portion of this route, from about 10 miles north of Ashland to 
Terminus Points 1 and 2, follows the same alignment as the Tongue River Alternative. The 
alignment passes east of Ashland, crosses U.S. Route 212 and Otter Creek on new bridges, 
and then splits into two branches, running southwesterly and southeasterly, respectively, to 
mine sites at Terminus Points 1 and 2. The total length of new railroad construction for the 
Tongue River Road Alternative is about 83 miles including the trackage south of the bifurcation 
point serving both Terminus Points 1 and 2. The estimated cost to construct the Tongue River 
Road Alternative is $753 Million (2013 Cost).  

3.4 Moon Creek Alternative 

The Moon Creek Alternative was considered as an alternative to minimize impacts to the Miles 
City Fish Hatchery and the LARRS. This alternative originates at a wye connection to the 
existing BNSF mainline, about 8.4 miles west of Miles City. Previous versions of this alignment 
originated at the old Milwaukee Road alignment and required a new bridge crossing the 
Yellowstone River; the current configuration does not cross the Yellowstone River. The 
alignment runs southward and crosses Interstate 94 beneath a new highway grade separation. 
The alignment passes through about 2.4 miles of the western edge of the LARRS, and then 
continues southeasterly along the Moon Creek drainage for about 17.2 miles toward the Tongue 
River. The alignment then runs southward along the same alignment as the Tongue River 
Alternative, crossing the Tongue River and continuing southwest and southeast of Ashland to 
Terminus Points 1 and 2. The total length of new railroad construction for the Moon Creek 
Alternative is about 82 miles including the trackage south of the bifurcation point serving both 
Terminus Points 1 and 2. The estimated cost to construct the Moon Creek Alternative is $731 
Million (2013 Cost). 

4. Alternatives Screening Analyses 

4.1 Alternatives Screening Criteria 

The alternatives described in this Analysis were subjected to screening generally similar to 
analyses conducted in the previous studies. The screening criteria included engineering 
feasibility (construction and operating), environmental consequences discernible at this stage, 
and cost considerations. In screening alternatives, attention was also paid to the length of the 
track that would need to be constructed, avoiding sensitive areas and reducing known 
environmental impacts where possible.  Track alignment was designed using current main line 
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standards, including maximum curvature of 2.5-degrees except at connections to existing BNSF 
trackage and a maximum ruling grade of 1%, while minimizing cuts and fills to the extent 
practical. 

Table 1 summarizes the descriptions, environmental impacts, engineering issues, and relative 
advantages of each of the four alternatives identified for further analysis. Table 2 summarizes 
the physical characteristics of each of these alternatives. The following sections discuss the 
screening criteria and relevant data applicable to each of the four rail alternatives recommended 
for further study. General observations were made of portions of the potential alignments from 
public roadways.  However, due to the lack of site access, no recent field studies have been 
conducted to date to evaluate environmental features such as wetlands, flora and fauna, or 
cultural resources.  

4.2 Railroad Construction Parameters 

Each of the proposed rail alternatives would utilize conventional steel-wheel on steel-rail train 
operations with diesel-electric locomotives. The rail line would be a single track constructed of 
continuous-welded rail and would be built and maintained to FRA Class 3 standards. Passing 
sidings will be constructed at locations to be determined during the design phase, depending on 
the alternative selected for construction. The rail line is planned to occupy a minimum right-of-
way of 200 feet, although the actual right-of-way at specific locations may vary depending on 
land acquisition conditions, topography requiring large cuts or fills, or other factors. Rail line 
construction will include clearing and excavating earth and rock on previously undisturbed land. 
Due to the variable natural topography, construction will require both cuts and fills. To the extent 
practicable, TRRC would attempt to adjust the design profile to balance cut and fill quantities. 
Typical railway culverts and bridges will be used to cross streams, drainageways, and grade-
separated roadways where needed. 

4.3 Railroad Operational Issues 

TRRC anticipates that at full mine production for the Otter Creek mine, coal tonnage hauled will 
result in about 26 round trips per week on a 7-day weekly schedule. Railroad operational issues 
associated with the four rail alternatives are generally associated with the grades encountered 
along each alignment. Estimated ruling grades against loads for each alternative are as follows: 

• Colstrip Alternative: 1.00% max, with about 12.76 miles total length against load. 
• Tongue River Alternative: 0.94% max, with about 1.46 miles total length against load. 
• Tongue River Road Alternative: 1.00% max, with about 1.46 miles total length against 

load.
• Moon Creek Alternative: 1.00% max, with about 4.88 miles total length against load. 
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Table 1. TRR Alternatives Comparison 

Route Alternative Length (miles) Environmental/ 
Operational Issues Environmental/Operational Advantages 

Colstrip ~42 mi to TP1 & TP2 1. Requires new grade separation of 
US 212, and possibly Tongue River 
Road. 

2. Longest total ruling grade. 
3. Longest continuous ruling grade.  

1. Shortest rail line length. 
2. Least grading quantities and excess 

excavation. 
3. Highest % parallel to existing transportation 

corridors. 
4. No grade separation of I-94 required. 
5. Does not pass through or near USDA LARRS. 
6. Does not pass through or near Miles City Fish 

Hatchery. 
7. Least Right-of-Way Acquisition, including 

Grazing and Irrigated Land  
8. Least impacts to BLM lands. 
9. Affects and bisects least # of landowners. 
10. Lowest impacts to Block Management Areas 

and Conservation Easements. 
11. Lowest rail line length parallel to Tongue River 

Valley. 
12. Lowest number of stream crossings. 
13. Utilizes existing BNSF track to access the 

BNSF mainline. Although currently lightly 
used, population is accustomed to the track 
from Colstrip to the main line near Forsyth. 

Tongue River ~83 mi to TP1 & TP2 1. Shares longest rail line length with 
Tongue River Road Alternative. 

2. Lowest % parallel to existing 
transportation corridors.  

3. Requires new grade separations of I-94, 
US 212, and possibly Tongue River 
Road. 

4. Shares highest impact to USDA LARRS 
with Tongue River Road Alternative. 

5. Passes through Miles City Fish Hatchery. 
6. Highest impacts to Block Management 

Areas and Conservation Easements.
7. Highest rail line length parallel to Tongue 

River Valley.

1. Least Impacts to State and County Land. 
2. Shares shortest total ruling grade with Tongue 

River Road Alternative. 
3. Shortest continuous ruling grade. 
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Route Alternative Length (miles) Environmental/ 
Operational Issues Environmental/Operational Advantages 

Tongue River 
Road 

~83 mi to TP1 & TP2 1. Shares longest rail line length with 
Tongue River Alternative. 

2. Highest grading quantities and excess 
excavation 

3. Requires new grade separations of I-94, 
US 212, and possibly Tongue River 
Road. 

4. Shares highest impact to USDA LARRS 
with Tongue River Alternative. 

5. Passes through Miles City Fish Hatchery. 
6. Highest Right-of-Way Acquisition, 

including Grazing and Irrigated Land. 
7. Affects and bisects highest # of 

landowners. 
8. Passes near or through more residential 

drives than other options. 

1. Shares shortest total ruling grade with Tongue 
River Alternative. 

Moon Creek  ~82 mi 
to TP1 & TP2 

1. Second highest grading quantities and 
excess excavation. 

2. Requires new grade separations of I-94, 
US 212, and possibly Tongue River 
Road. 

3. Impacts USDA LARRS 
4. Most impacts to BLM lands 
5. Most impacts to State and County land. 
6. Affects and bisects second-most number 

of landowners. 
7. Second highest rail line length parallel to 

Tongue River Valley. 
8. Highest number of stream crossings. 

1. Does not pass through or near Miles City Fish 
Hatchery. 

2. Less impact to USDA LARRS than Tongue 
River and Tongue River Road Alternatives. 
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Table 2. TRR Rail Alternative Characteristics 
No. Alternative Alignment Characteristics Colstrip Tongue River Tongue River Road Moon Creek
1 Length of New Main Track Construction (Miles) 42.1 83.1 83.1 81.7
2 Cut (Cubic Yards)1 18,100,000 25,300,000 38,800,000 36,200,000
3 Fill (Cubic Yards)1 17,700,000 22,900,000 34,600,000 33,100,000
4 Excess Cut (Cubic Yards)1 400,000 2,400,000 4,200,000 3,100,000
5 Length of Public Roadway Impacted (Miles) 8.3 8.9 9.2 8.9
6 Length Alignment Parallels Existing T ransportation Corridor (Miles (% of New Main Length)) 18.1 (52.5%) 10.1 (13.4%) 37.0 (49.8%) 10.1 (13.6%)
7 Alignment Requires New Interstate 94 Crossing? No Yes Yes Yes
8 County and State Public Roadway Crossings 5 3 4 4
9 Length Alignment Impacts USDA Livestock and Range Research Station (Miles) 0.0 9.5 9.5 2.4

10 Alignment Crosses Miles City Fish Hatchery? No Yes Yes No
11 Right-of-Way Acquisition (Acres)2 2,400 4,100 4,500 4,300
12 Right-of-Way Acquisition of Grazing Land (Acres)2 1,560 3,200 3,520 3,020
13 Right-of-Way Acquisition of Irrigated Land (Acres)2 40 90 230 90
14 Length of Impacts to Bureau of Land Management (Miles) 0.7 3.6 2.4 4.6
15 Length of Impacts to State/County Land (Miles) 3.4 7.4 3.4 16.5
16 Number of Affected Landowners3 44 53 60 54
17 Number of Bisected Landowners4 30 40 42 41
18 MT FW&P Block Management Areas and Conservation Easements (Miles) 9.5 27.7 9.8 21.8
19 Length Alignment Parallels Tongue River Valley (Miles) 17.0 68.2 31.8 57.7
20 Number of Stream Crossings5 99 270 250 298
21 Number of River Crossings 1 1 1 1
22 Max Curvature (Excluding Wye Tracks) 2°20' 2°20' 2°20' 2°20'
23 Total Length of Curves (Miles) 13.84 14.81 23.54 17.56
24 Ruling Grade Compensated for Horizontal Curves where Applicable 0.91 - 1.00% 0.86 - 0.94% 0.91 - 1.00% 0.91 - 1.00%
25 Total Length of Ruling Grade Against Load6 (Miles) VPI - VPI 12.76 1.46 1.46 4.88
26 Max Continuous Length of Ruling Grade Against Load6 (Miles) 7.15 0.80 1.46 4.88
27 Total Length of Grade Against Load6 (Miles) 18.72 26.29 26.66 24.22
28 Conceptual Estimate of Probable Cost (2013 $Million) 416 625 753 731
29 Conceptual Estimate of Probable Cost Per Mile (2013 $Million/Mile) 9.88 7.52 9.06 8.95

1 Includes grading for proposed single main track and public road relocations, but not for future track at 15' track centers or adjacent track access road
2 Includes R/W for future grading of second track at 15' track centers and adjacent track access road
3 Affected Landowner is defined here as a landowner whose property is impacted by the proposed Right-of-Way
4 Bisected Landowner is defined here as landowners whose property is impacted and severed by the proposed Right of Way
5 Perennial, Intermittent, or Ephemeral Streams; may be indicative of potential wetland impacts 
6 Grade Against Load is defined here as the uphill grade which loaded trains must traverse heading northbound
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The ruling grade is given as a maximum due to the fact that horizontal curves, and thereby 
curve compensations, do not apply to the entire length of ruling grade. BNSF has conducted 
train performance modeling on each alternative to determine power and operating requirements. 
The results of the performance modeling show none of these ruling grades would preclude 
railroad operations.  Notably, the modeling indicates that the Colstrip alignment does not require 
additional locomotive power to haul current unit coal train lengths despite its longer length 
against load.  Therefore, none of the four rail alternatives should be discarded based on railroad 
operational issues. 

4.4 Environmental Impacts to Land Use 

Among the potential environmental consequences associated with the rail alignments are 
temporary and permanent impacts to the Miles City Fish Hatchery, the LARRS, Interstate 94, 
and local ranches and farms.  Although portions of the right-of-way for all the alternatives would 
be acquired from private landowners, it appears that only one residence would be displaced, 
located north of Ashland on the alignment that is common to all the alternatives under 
consideration. The railroad construction and operation may also cause environmental impacts to 
natural and cultural resources. These potential environmental impacts that are currently 
discernible are discussed in the following sections.  Additional data will be developed during the 
EIS process.

4.4.1 Miles City Fish Hatchery 

The Tongue River and Tongue River Road Alternatives originate at a wye connection to the 
existing BNSF mainline at Miles City. The current configuration for both alternatives includes the 
west leg of the wye passing through the northeastern edge of the Miles City Fish Hatchery. 
TRRC has reached a tentative agreement with the Montana Department of Fish, Wildlife & 
Parks for an easement for the proposed railroad to pass through the fish hatchery; however, 
mitigation including construction of at least one replacement hatchery basin would be required. 
The Moon Creek and Colstrip Alternatives do not run through or near the Miles City Fish 
Hatchery. 

4.4.2 Interstate 94 

The Tongue River, Tongue River Road, and Moon Creek Alternatives would cross Interstate 94, 
likely beneath new highway grade separations. Traffic would be disrupted during construction of 
the overpass structures. The Colstrip Alternative does not require construction of a new highway 
grade separation; the existing BNSF Colstrip Subdivision track already passes beneath 
Interstate 94.   

4.4.3 LARRS 

The Tongue River and Tongue River Road Alternatives pass through about 9.5 miles of the 
eastern edge of the LARRS. Agricultural research could be disrupted to some degree by 
railroad construction and/or train operations. The Moon Creek Alternative crosses only about 
2.4 miles of the western portion of the LARRS. The Colstrip Alternative does not cross or pass 
near the LARRS. 
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4.4.4 Bureau of Land Management, Block Management Areas and Conservation 
Easements 

The Tongue River, Tongue River Road, and Moon Creek Alternatives pass through about 2.4 to 
4.6 miles of Bureau of Land Management parcels while the Colstrip Alternative crosses only 
about 0.7 mile.  Approximately 27.7 miles of the Tongue River Alternative passes through 
Montana Fish Wildlife & Parks (MT FW&P) Block Management Areas and Conservation 
Easements compared to 21.8 miles of the Moon Creek Alternative, 9.8 miles of the Tongue 
River Road Alternative and 9.5 miles of the Colstrip Alternative, which has the lowest impact. 

4.4.5 Impacts to Property 

All of the rail alternatives impact private property.  Some private property is impacted by the rail 
alignment along the edge of parcels such that the remainder of the property is usable, while 
other parcels are bisected by the rail alignment such that a portion of the property may be 
reduced in utility even though it is not specifically needed for railroad right-of-way. The numbers 
of impacted private properties and bisected private properties are as follows: 

• Colstrip Alternative:    30 bisected / 44 impacted. 
• Tongue River Alternative:   40 bisected / 53 impacted. 
• Tongue River Road Alternative:   42 bisected / 60 impacted. 
• Moon Creek Alternative:   41 bisected / 54 impacted. 

4.5 Topography and Soils 

The topography of the area is characterized by hilly, rugged uplands interspersed with wide, 
rolling valleys. Most of the rail alternatives would run on high ground outside the Tongue River 
basin, except where the alignments cross the Tongue River north of Ashland and Otter Creek 
south of Ashland. Due to the variable topography, construction of all the rail alternatives will 
require both cuts and fills. To the extent practicable, TRRC would attempt to adjust the design 
profile to balance cut and fill quantities. Table 2 shows the relative estimated cut and fill 
quantities. All the rail alternatives appear to require more cut than fill, resulting in between 0.4 
million to 4.2 million cubic yards of excess earth, with the Colstrip Alternative requiring the 
smallest volume of additional cut.  Some of the excess material may be accounted for in 
material shrinkage when soil and soft rock are cut from existing loose bank conditions and 
placed in compacted railroad embankment.  The remainder will be utilized onsite in flattened fill 
slopes.   

Soils in the project area are not expected to be unsuitable for railroad construction. Pending site 
access, geotechnical investigations are planned to characterize site soils and develop 
foundation recommendations for structures and large fills. 

4.6 Water Resources 

4.6.1 Surface Water and Wetlands 

All of the rail alternatives would cross the Tongue River once. The Tongue River, Moon Creek, 
and Colstrip Alternatives all cross the Tongue River at a location about 10 miles north of 
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Ashland. The Tongue River Road Alternative crosses the Tongue River about 10 miles south of 
the BNSF connection at Miles City. The southern portion of the railroad south of the bifurcation 
point between trackage connecting to Terminus Points 1 and 2, which is common to all the 
alternatives, crosses Otter Creek southeast of Ashland. All the alignments would cross other 
small streams and drainageways, using culverts and bridges depending on the length of the 
crossing. Table 2 summarizes the required numbers of stream crossings estimated by reviewing 
USGS topographic maps and aerial photography. Due to the lack of site access, no field studies 
have been conducted to date to verify the numbers or characteristics of potential streams to be 
crossed. The estimated numbers of stream crossings for each alternative, including the Tongue 
River and Otter Creek crossings, are as follows: 

• Colstrip Alternative:  100 crossings. 
• Tongue River Alternative:  271 crossings. 
• Tongue River Road Alternative:  251 crossings. 
• Moon Creek Alternative:  299 crossings. 

Due to the relatively shorter length of new rail construction and the higher elevations of the 
route, the Colstrip Alternative has by far the fewest number of waterbody crossings. However, 
all of the alternatives cross the Tongue River and Otter Creek and up to five other perennial 
streams. Relatively small culverts and bridges are common elements of railroad construction, 
and following construction, the presence of culverts and bridges is not expected to cause any 
significant continuing impacts to area drainage, surface water quality, or aquatic habitat.  

Rail construction could also directly affect wetlands, if present within the new rail right-of-way 
(ROW), by clearing, grading and placement of fill material. Wetlands adjacent, but outside of the 
ROW, may be indirectly impacted by the fragmenting of habitat, changes in hydrology, and 
changes in vegetation diversity.  

Due to the lack of site access, no field studies have been conducted to date to determine and 
delineate wetlands along the rail alternatives. Large wetlands have not been observed in 
general observations made in some locations from public roadways. Most of the routes of the 
four rail alternatives have not been mapped in the National Wetland Inventory (NWI) to identify 
wetlands. Available NWI mapping of areas south of Miles City and north of Colstrip generally 
indicate intermittent occurrences of small emergent or shrub/scrub wetlands adjacent to streams 
or drainage ways. Isolated stock ponds are also shown. Based on interpretation of the route 
topography, limited visual observations from public roadways, and extrapolation of the apparent 
typical NWI mapping, large contiguous wetland areas are not likely present in any of the four rail 
alternatives. Small intermittent wetlands may be present adjacent to the Tongue River and other 
relatively-permanent streams that may provide sufficient hydrology for wetland establishment.  

When site access is obtained, wetland and waterbody delineations will be conducted to support 
the environmental review of the project and permitting requirements. The actual wetland 
determinations will include evaluations of soil, vegetation, and hydrology in accordance with the 
U.S. Army Corps of Engineers Regional Supplement to the Corps of Engineers Wetland 
Delineation Manual: Great Plains Region and the 1987 Corps Wetland Delineation Manual. At 
this time, qualitative evaluations of potential wetland impacts can be made based on the relative 
numbers of stream crossings encountered by each alternative. Wetlands would be most likely to 
occur at locations where sufficient hydrology is present, such as streams and drainage ways. 
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The relative numbers of stream crossings as shown above may represent the relative amounts 
of wetland impacts. 

The northern sections of the Tongue River and Tongue River Road Alternatives appear to run 
within the floodplains of the Tongue River for short stretches. A higher likelihood for wetlands 
exists within the floodplains.  All of the rail alternatives cross the Tongue River once and follow 
the same southern alignment along Otter Creek to Terminus Point 2. Therefore, potential 
wetland impacts in the southern segments appear to be equivalent between the rail alternatives. 
Overall, the Colstrip Alternative appears to have the potential for significantly less wetland 
impacts than the other alternatives, due to its shorter length of new construction, fewer stream 
crossings, and divergence from the Tongue River floodplain. 

4.6.2 Groundwater 

Construction of each of the alternatives would occur at or above grade, with cuts required on the 
upland side of construction due to the topography. Localized groundwater infiltration may be 
altered within the footprint of the rail line. The rail line is not expected to cause significant effects 
to groundwater movement or quality. 

4.6.3 Floodplains 

Most of the routes for the four rail alternatives have not been mapped by FEMA to identify 
floodplains. The FEMA Flood Insurance Rate Map (FIRM) for Custer County shows Zone A 
floodplains along the Tongue River for a few miles south of Miles City at the northern end of the 
Tongue River and Tongue River Road Alternatives. The lack of flood hazard mapping over 
much of the project area suggests that the areas are not prone to flooding, although this has not 
been confirmed. The rail alternatives generally run on high ground. Flood-prone areas may be 
crossed at the Tongue River crossing and in a few locations where the alignment runs close to 
current or abandoned river meanders. Stream crossing and drainage structures will be 
hydraulically designed to convey the expected water flows. When an alternative is selected, 
TRRC will coordinate with the affected Counties to obtain floodplain development permits if 
necessary. 

4.7 Biological Resources 

4.7.1 Endangered and Threatened Species 

According to the United States Fish and Wildlife Service (USFWS) list of Endangered, 
Threatened, Proposed, and Candidate Species in Montana Counties, the following listed 
endangered species may be present in Custer, Powder River, and Rosebud Counties: 

• Pallid sturgeon; 
• Interior least tern; 
• Black-footed ferret; 
• Whooping crane; 
• Greater sage grouse (candidate species); and 
• Sprague’s pipit (candidate species). 
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Subject to updated review, no USFWS-designated critical habitat for these or other species 
have been identified for the project locations. The USFWS Montana Field Office issued a 
Biological Opinion on July 12, 2006 regarding the effects of the proposed railroad on listed 
species. The 2006 list of endangered species within the project counties included the species 
listed above plus the bald eagle, which has since been de-listed as an endangered species but 
is still protected under the Bald and Golden Eagle Protection Act. The Biological Opinion 
concurred that the proposed action (constructing and operating the proposed railroad) was likely 
to adversely affect the bald eagle, and was not likely to adversely affect the pallid sturgeon, 
whooping crane, interior least tern, and black-footed ferret. “Candidate species” indicates the 
USFWS has sufficient information on the biological status and threats to these species to 
propose to list them as threatened or endangered. USFWS encourages their consideration in 
environmental planning and partnerships, however, none of the substantive or procedural 
provisions of the Endangered Species Act apply to candidate species.  

Since all the alternative routes cross the Tongue River and traverse similar upland terrain, the 
potential for these listed species or their habitat to be present within each alternative alignment 
appears to be approximately equivalent. The Colstrip Alternative may cause the fewest impacts 
to listed species and their habitat because of its shorter length and its location adjacent to 
existing roadways. The Colstrip Alternative also may cause fewer impacts to bald eagles since it 
diverges away from the Tongue River where bald eagles may be likely to nest. 

4.7.2 Flora

Rail line construction will include clearing surface vegetation and excavating earth and rock on 
previously undisturbed land. Secondary impacts to vegetation may include loss or alteration of 
shrub or forested habitat, fragmentation of habitat types, and altered vegetation succession.  
Creation of staging areas and work pads would cause temporary vegetation impacts in all the 
rail alternatives.  Based on visual observation of the alternatives from public roadways, the 
natural vegetation generally consists of variable grassland and shrublands interspersed with 
coniferous forests, with deciduous trees and shrubs in drainages and bottomland areas. Areas 
disturbed during construction and not covered by railroad structures will be reseeded with native 
species. 

The Colstrip Alternative has the potential to cause the least amount of vegetation impacts 
because of its shorter length and its route adjacent to existing roadways where natural 
vegetation has already been disturbed.  The Tongue River Alternative is the longest in length 
and has a higher potential for impacts to established vegetation and scrubland forests. 

4.7.3 Terrestrial Wildlife 

A variety of wildlife species likely inhabit areas within all alternatives. The majority of land within 
the alternatives is open pasture or scrubland forests. Potential impacts to wildlife for each 
alternative would vary based on the dependence of specific wildlife to a preferred habitat, 
sensitivity to habitat fragmentation and past and present population trends. Habitat 
fragmentation occurs when large areas of continuous core habitat are spilt into smaller pieces, 
thereby increasing the amount of habitat edge. Potential construction impacts common to all 
alternatives could include habitat alteration and loss, disturbance and displacement of wildlife, 
disruption of food sources and direct mortality from construction equipment and/or trains.  
Common potential impacts related to train operation could include animal/train collisions, habitat 
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fragmentation, and potential exposure to spills.  Appropriate mitigation will be adopted to 
address these potential impacts. 

The Colstrip Alternative has the least potential for wildlife impacts due to its shorter length.  
Also, the Colstrip Alternative will create less habitat fragmentation than the other alternative 
routes because it is shorter and a significant portion is adjacent to established roadways.  The 
Tongue River Alternative is the longest in length and has a higher potential for wildlife impacts. 

4.7.4 Aquatic Ecology 

All of the four rail alternatives cross the Tongue River, Otter Creek, and several named and 
unnamed tributaries that provide habitat for numerous fish and aquatic macroinvertebrate 
species. Construction activities conducted in the waterbodies may cause temporary increases in 
sedimentation and short-term degradation of water quality. Water quality and aquatic habitat 
would be expected to return to normal conditions when construction is completed. Stream 
crossings may result in some loss or alterations to in-stream and associated riparian habitat.  
Bridge crossings would likely result in less impact to aquatic habitat than installation of culverts. 

Since the Colstrip Alternative crosses fewer waterbodies than the other rail alternatives, as 
presented in Section 4.6.1, the Colstrip Alternative can be expected to  cause less  aquatic 
species and habitat disturbance than the other alternatives, although operation of the railroad on 
any of the alternative alignments is not expected to cause significant long-term adverse effects 
to aquatic ecology. 

4.8 Cultural Resources

The alternative routes will be subject to updated comparative cultural resources reviews during 
the EIS and Section 106 processes.  Those updated reviews have not yet been undertaken.  
Based on information reported in the Tongue River I EIS, the Colstrip Alternative would impact 
fewer total prehistoric and historic resources than each of the other alternatives, while the 
Tongue River Road Alternative would impact a greater total of resources than the other 
alternatives. Clearly, however, the additional cultural resources information, including 
information on impacts to traditional Native American cultural properties, will need to be 
gathered and the relevant impacts assessed.      

4.9 Transportation 

Most of the rail alternatives pass through sparsely-populated rural country that is generally used 
for rangeland and some crop production. The Tongue River Road and Colstrip Alternatives 
parallel existing transportation corridors through much of their lengths. Although these 
alternatives may result in less division of agricultural parcels, these alternatives require more 
roadway grade crossings than the other alternatives, leading to the potential for more traffic 
delays and collisions.  

Grade separations are anticipated at Interstate 94 (except for the Colstrip Alternative, which 
would not cross I-94) and U.S. Route 212. Other roadways will be crossed at-grade, although 
the Montana Department of Transportation has asked that Tongue River Road be evaluated for 
grade separation. The numbers of public and private roadway grade crossings estimated for 



Tongue River Railroad 
Alternatives Screening Analysis

17 | TranSystems / Hanson 

C:\temp\TRRC Alternaitves Screening Analysis.DOCX 

each alternative are as follows (additional private crossings may be required through landowner 
negotiation): 

• Colstrip Alternative:    5 public / 18 private 
• Tongue River Alternative:   3 public / 41 private. 
• Tongue River Road Alternative:   4 public / 46 private. 
• Moon Creek Alternative:   4 public / 36 private. 

4.10 Right-of-Way Acquisition 

Construction of the railroad will require acquisition of right-of-way from private and public 
landowners. The numbers of landowners directly affected by each alternative are as follows: 

• Colstrip Alternative:  44 landowners. 
• Tongue River Alternative:  53 landowners. 
• Tongue River Road Alternative:  60 landowners. 
• Moon Creek Alternative:  54 landowners. 

Although portions of the right-of-way for all the alternatives would be acquired from private 
landowners, it appears that only one residence would be displaced, located north of Ashland on 
the alignment that is common to all the alternatives under consideration.  Due to the relatively 
shorter length of new rail construction, the Colstrip Alternative directly affects the fewest number 
of landowners. Property negotiations with fewer landowners may result in more expeditious 
acquisition of right-of-way for the Colstrip Alternative. The relative numbers of landowners 
directly affected by the other alternatives are similar to each other, ranging from 53 landowners 
on the Tongue River Alternative to 60 landowners on the Tongue River Road Alternative. 

Rail traffic utilizing the Colstrip Alternative would pass through the city of Colstrip on the existing 
BNSF track. Colstrip has an estimated population of 2,200 according to the 2010 Census. 

4.11 Air Quality 

The U.S. Environmental Protection Agency (USEPA) National Ambient Air Quality Standards 
(NAAQS) regulations specify the maximum acceptable ambient concentration levels for six 
primary or “criteria” air pollutants: ozone (O3), nitrogen dioxide (NO2), carbon monoxide (CO), 
sulfur dioxide (SO2), respirable particulate matter (PM), and lead (Pb). According to the USEPA 
The Green Book of Nonattainment Areas for Criteria Pollutants as of July 20, 2012 
(http://www.epa.gov/oar/oaqps/greenbk/index.html, accessed November 24, 2012), the Lame Deer 
area in Rosebud County, Montana persistently exceeds the NAAQS for PM (PM-10) and is 
designated as a “nonattainment area.” All other areas within the project alternatives are in 
attainment of the NAAQS.

Air emissions of PM may occur as fugitive dust from earthmoving activities during construction 
of the rail line. However, fugitive dust emissions during construction are temporary and can be 
readily controlled by water application.  The Colstrip Alternative would result in the lowest 
temporary PM during construction since it requires the least amount of earthwork. 
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BNSF is currently performing modeling of locomotive emissions and fuel usage.  A comparative 
discussion will follow upon completion of the modeling.   

4.12 Noise and Vibration 

TRRC has not conducted modeling to estimate noise or vibration effects caused by construction 
or operation of the railroad except for specific evaluations performed previously at the Miles City 
Fish Hatchery. The Tongue River and Tongue River Road Alternatives pass through the Miles 
City Fish Hatchery and LARRS, which may be sensitive receptors for noise and vibration. The 
Moon Creek Alternative reduces the amount of trackage through the LARRS. The Colstrip 
Alternative does not pass through the LARRS or the Fish Hatchery.  Each of the rail alternatives 
traverses  a common alignment east of the populated area of Ashland, so the potential effects of 
noise and vibration, if any, would be equivalent between the rail alternatives in that area.  The 
Colstrip Alignment does not pass through any populated areas upon leaving the Tongue River 
valley. 

4.13 Parks and Recreation 

There are no designated recreation areas within any of the rail alternative alignments. The 
Tongue River and Tongue River Road Alternatives pass along the western edge of the Spotted 
Eagle Lake (Miles City) Recreation Area where the eastern leg of the wye connects to the BNSF 
main line. 

4.14 Hazardous Materials and Waste Sites 

According to the USEPA EnviroMapper for Envirofacts  
(http://www.epa.gov/emefdata/em4ef.html?ve=7,46.22972869873047,-
106.73079681396484&pText=Rosebud , accessed November 24, 2012), there are no uncontrolled 
hazardous waste sites or other listed sites that suggest possible areas of contaminated soils 
that may be encountered during construction of any of the rail alternatives. 

4.15 Socioeconomics 

Most of the rail alternatives pass through sparsely-populated rural country. Although portions of 
the right-of-way for all the alternatives would be acquired from private landowners, it appears 
that only one residence would be displaced, located north of Ashland on the alignment that is 
common to all the alternatives under consideration.  Most socioeconomic impacts to the region 
are expected to be the same for all the rail alternatives. 

5. No-Build Alternative 

The No-Build Alternative would result in no construction of any rail line to serve the Otter Creek 
mine or other mines in the Ashland area.  The No-Build  Alternative is based on the 
assumptions that either: 1) there will not be a need to transport coal from the proposed mines 
near Ashland/Otter Creek; or 2) another mode of transportation is preferable to the proposed 
railroad. 
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At this time, permitting for the Otter Creek mine is progressing. Therefore, there will be a need 
to transport coal from the area.   However, we assume that the No-Build Alternative will be 
evaluated during the current STB EIS proceedings.  

6. Alternatives Previously Considered and Eliminated from Detailed Study 

Certain rail alternative routings were considered during the screening process and eliminated as 
being unfeasible or otherwise clearly inferior to the four rail alternatives described above on the 
basis of relevant screening criteria, including the length of required track construction or other 
readily discernible impacts.  Non-rail alternatives for transporting coal from the Ashland/Otter 
Creek area also were evaluated in the previous environmental studies. The evaluations of the 
non-rail alternative transportation modes concluded that the non-rail alternatives are unfeasible.  
TRRC believes that these conclusions remain valid.  The following sub-sections summarize the 
evaluations of the rail and non-rail transportation alternatives that TRRC does not believe 
warrant detailed consideration.  

6.1 Rail Alternatives and Sub-Alternatives 

A previous alignment of the Tongue River Road Alternative has been discarded due to impacts 
that it would have on newer developments on the east side of Miles City.  Significant relocations 
to commercial and industrial development would be required as the alignment passed through 
the east side of Miles City and then continued southward crossing Interstate 94 beneath new 
highway grade separations.  The rail line continued southward on the east side of the Tongue 
River just north of Pumpkin Creek, and then turned west and crossed the Tongue River.  The 
rail line then turned southward and ran about 10 miles before crossing the Tongue River again, 
and then running on the east side of the Tongue River to Terminus Points 1 and 2.  The current 
proposed alignment of the Tongue River Road Alternative originates on the west side of Miles 
City and includes only one crossing of the Tongue River. 

An alternative known as the Bureau of Land Management (BLM) Alternative has been evaluated 
to determine approximate grading quantities and right-of-way impacts using the same criteria as 
the updated evaluation of the four rail alternatives described above.  The north end of this 
alternative shares a common connection to the BNSF Forsyth Subdivision as the Moon Creek 
Alternative, which is a modification from the previously studied route.  The connection point to 
the Forsyth Subdivision studied previously was not feasible due to excessive cuts through 
rugged terrain.  The alignment runs south runs parallel to the Tongue River, but further west and 
along higher ground than the Tongue River Alternative.  Although the grades are comparable to 
the Moon Creek Alternative, the grading quantities required to construct this alternative are 
about 60 million cubic yards of cut and 60 million cubic yards of fill, even with the adjustment of 
the north end to reduce grading.  The grading footprint is about triple, and right-of-way impacts 
are about double, that of the Tongue River Road Alternative, which contains the highest volume 
of grading and right-of-way impacts of the four alternatives screened.  For these reasons, it was 
not selected for further analysis. 

Other alternative rail alignments were proposed during public scoping meetings in November 
2012.  Two of these alternatives would originate at Otter Creek and run east toward Broadus 
along US 212 before paralleling Montana State Route 59 (MT59) to the north or south. The two 
alternatives share a common alignment from the proposed Otter Creek Mine site north to US 
212, then turn east and run parallel to US 212 for about 40 miles before diverging.  The north 
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route turns north about 4 miles northwest of Broadus and runs parallel to MT59 for a distance of 
60 miles before connecting to the Tongue River Road Alternative about 13 miles south of Miles 
City.  The south option turns south about 3 miles southeast of Broadus and runs parallel to 
MT59 for a distance of about 78 miles before connecting to the existing BNSF Campbell 
Subdivision in Campbell, Wyoming.  The northern MT59 alternative would require about 119 
miles of new main track construction and the southern MT59 alternative would require about 
127 miles of new main track construction.  Impacts associated with construction and energy 
consumption would be at least double the impacts associated with any of the four alternatives 
identified for further study.  For these reasons, these alternatives were not selected for further 
analysis. 

Routings to the south of Ashland/Otter Creek were also considered.  A rail route from Terminus 
Point 1 to the existing Spring Creek rail spur near Decker, Montana was originally proposed as 
part of Tongue River II EIS and refined in Tongue River III EIS.  Although approved during those 
previous proceedings, significant concerns were raised by Native American groups and the 
National Park Service due to the proximity of the route to the Wolf Mountains battlefield site, 
which was added to the National Register of Historic Places in 2001 and designated a National 
Historic Landmark in 2008.  Some concerns were also raised about the effect of vibrations 
caused by rock excavation during construction on the Tongue River Reservoir, as well as visual 
and noise issues for recreational users of the reservoir.  The approved Tongue River III south 
alignment extended approximately 38 miles south from Terminus Point 1 to the existing Spring 
Creek rail spur near Decker, Montana.  A meaningful comparison to the current preferred rail 
line would involve the route length from Terminus Point 2 to Miles City of approximately 119 
miles for east-bound traffic via the Colstrip Alternative and approximately 340 miles via the 
Tongue River III south alignment.  Terminus Point 2 to Jones Junction near Billings, MT requires 
west-bound traffic to travel approximately 148 miles via the Colstrip Alternative and 
approximately 209 miles via the Tongue River III south alignment.  The additional route length of 
221 miles for east-bound traffic and 61 miles for west-bound traffic, as well as approximately 
52% more total grading and the aforementioned cultural resources and environmental impacts, 
are significant issues when compared to the Colstrip Alternative and do not merit further 
consideration of the TRRC III south alignment alternative in this screening analysis.  

6.2 Non-Rail Alternatives 

6.2.1 Conveyor 

The previous studies considered constructing a conveyor system to transport coal from the mine 
to a bulk transportation system to the BNSF main line at Miles City. However, the previous 
studies concluded that building and operating the conveyor system would not be feasible for the 
following reasons: 

• The cost of constructing and operating a conveyor system from Terminus Point 2 to 
Miles City would be higher than the cost of transporting the product on the proposed 
railroad. The higher cost would have a negative impact on the marketability of coal. 
Since the current proposed route to Colstrip is less than half the distance to Miles City, 
the total costs of a conveyor system would be less than the costs previously determined. 
It is assumed the costs of a conveyor and the proposed railroad to Colstrip would each 
be proportional to the shorter length of the current proposal. Therefore the conveyor 
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system would be expected to have a higher cost than the proposed railroad, although 
this has not been confirmed in this Alternatives Screening analysis.  

• The constructor or operator of a conveyor system would likely not have the legal power 
of eminent domain to acquire right-of-way for the conveyor. It is not likely that all of the 
required right-of-way could be acquired through negotiation. 

• A conveyor system operating 24/7 may cause constant noise annoyance. 
• The conveyor system would likely present a significant barrier to wildlife migration at 

most or all portions of the conveyor route. 
• Conveyor systems are normally designed for a specific tonnage capacity.  With the 

possibility of additional mines being developed in the Otter Creek area, any conveyor 
system would require upgrading, or re-construction, to handle additional tonnage from 
new mines. 

• We are not aware of any conveyor system in existence that is over 20 miles long. 

6.2.2 Coal Slurry Pipeline 

The previous studies considered constructing a coal slurry pipeline to transport coal from the 
mine to a bulk transportation system to the BNSF main line at Miles City.  However, the 
previous studies concluded that building and operating the coal slurry pipeline system would not 
be feasible for the following reasons: 

• The cost of constructing and operating a coal slurry pipeline system from Terminus 
Point 2 to Miles City would be higher than the cost of transporting the product on the 
proposed railroad. The higher cost would have a negative impact on the marketability of 
coal. As described above for a conveyor system, a coal slurry pipeline would be 
expected to have a higher cost than the proposed railroad, even along the shorter 
proposed route to Colstrip. 

• The constructor or operator of a coal slurry pipeline system would likely not have the 
legal power of eminent domain to acquire right-of-way for the conveyor. It is not likely 
that all of the required right-of-way could be acquired through negotiation. 

• A coal slurry pipeline system requires a reliable source of sufficient water to operate. It is 
unlikely that sufficient water supply is present in this area. 

6.2.3 Hauling by Truck 

The previous studies considered hauling coal from the Ashland/Otter mines to Miles City by 
truck using existing and new roadways. The previous studies concluded that hauling coal by 
trucks would not be feasible for the following reasons: 

• The cost of hauling coal by truck from Terminus Point 2 to Miles City would be higher 
than the cost of transporting the product on the proposed railroad. The higher cost would 
have a negative impact on the marketability of coal. The costs of hauling coal by truck 
via Colstrip have not been determined, but typical cost per ton-mile for other similar haul 
situations indicates that truck hauling costs would be significantly higher than rail. 

• Hauling the coal by truck would likely have a greater negative impact on air quality than 
transportation by rail, including higher fugitive dust emissions from the roadways and 
higher diesel exhaust emissions from the required number of operating trucks compared 
to the projected numbers of railroad locomotives. 
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• The large number of trucks operating on public roadways would cause significant 
increases in traffic, road damage, noise, and vibration.  Using an assumption of 
38 tons/truck maximum capacity for highway trucks with an additional trailer, the 
anticipated coal production of 20 MMT/year would require 1,442 round trips via truck 
every day of the year. This equates to approximately one round trip per minute.  

6.2.4 Mine-Mouth Power Generation 

Previous studies indicated that constructing and operating a mine-mouth electrical generating 
plant near the proposed mine may be cost competitive with rail transportation. The previous 
studies concluded that constructing and operating a mine-mouth electrical generating plant near 
the proposed mine would not be comparatively advantageous to rail transportation for the 
following reasons: 

• The environmental impacts of constructing and operating an electrical generating power 
plant in this area would be substantial, including the plant’s needs for large amounts of 
water, which would not be available in the area, and possible deterioration of air quality, 
including to the Northern Cheyenne Indian Reservation.  

• Substantial environmental impacts would also result from siting and constructing the 
necessary high-voltage transmission lines from the plant. 

7. Conclusion 

Based on the analysis presented above, all four alternatives are feasible, but the Colstrip 
Alternative presents the shortest length of new construction, smallest grading footprint, least 
right-of-way acquisition, least waterway crossings and significantly less length parallel to the 
Tongue River valley compared to the other rail alternatives. The Colstrip Alternative does not 
require a new grade separation of I-94, would not impact LARRS or the Miles City Fish Hatchery 
and follows existing transportation corridors to a far greater extent than the other rail 
alternatives.   
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1. Introduction 

The Tongue River Railroad Company, Inc. (TRRC) filed a Revised Application for Construction 
and Operation Authority with the Surface Transportation Board (STB) on December 17, 2012, 
proposing to construct and operate a rail line between the BNSF  Colstrip Subdivision  line at 
Colstrip, Montana and  proposed and potential mine sites at Ashland/Otter Creek, Montana. The 
STB is preparing an Environmental Impact Statement (EIS) on the proposed project, including 
analysis of feasible alternatives to the proposed route. To assist the STB and its contractor, 
TRRC provided an Alternatives Screening Analysis dated January 11, 2013 summarizing 
evaluations of alternative rail alignments and other transportation options that were considered 
by TRRC. The Analysis identified four feasible alternatives that TRRC recommended to be 
carried forward for further environmental study by the STB and also identified other alternatives 
that TRRC advised are not feasible based on applicable screening criteria and therefore do not, 
in its view, warrant further detailed study.   
 
During development of the scope of the EIS, the STB’s Office of Environmental Analysis 
(“OEA”) identified two additional rail alternatives and two alternative variations.  These are being 
considered to determine if more detailed analysis in the EIS is warranted.1 TRRC has prepared 
for OEA’s consideration this Supplement to its previous Alternatives Screening Analysis, which 
evaluates the relative merits and feasibility of the additional identified rail alternatives and 
alternative variations.  
 
2. Rail Alternatives under Consideration 

TRRC recommended the following four rail alternatives to be carried forward for further study: 
 

• Colstrip Alternative (the proposed route); 
• Tongue River Alternative; 
• Tongue River Road Alternative; and 
• Moon Creek Alternative. 

 
In addition to the four rail alternatives listed above, STB identified in a final scoping notice 
issued on March 22, 2013 two rail alternatives going south from Ashland, Montana and 
connecting to the BNSF network near Decker, Montana.  STB also developed alternative 
variations for certain segments of the alternative alignments.  The additional alternatives and 
alternative variations are as follows:  

• Decker 1 Alternative; 
• Decker 2 Alternative; 
• Ashland East Variation; and 
• Terminus 1 Variation. 

 
The alternative alignments and variations to be considered are shown on Figures 1 through 3.2 

                                                
1
 Surface Transportation Board Notice of Availability of the Final Scope of Study for the Environmental 

Impact Statement, Served March 22, 2013. 
2
 Map for Figure 1 obtained from the Surface Transportation Board Tongue River Railroad Environmental 

Impact Statement website, http://www.tonguerivereis.com/documents/final_scope_maps.pdf, accessed 
March 29, 2013. 



Tongue River Railroad 

Supplement to Alternatives Screening Analysis 

 

4 | TranSystems / Hanson 

 
TRR_Supplement_to_Alternatives_Screening_Analysis_2013_04_30.docx 

Figure 1. Final Scope Alternative Alignments
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Figure 2. Proposed Southern Alternatives to Decker  
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Figure 3. Proposed Alignment Variations 
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2.1 Decker 1 Alternative 

The Decker 1 Alternative would depart from Terminus Point 2 at the proposed Otter Creek Mine, 
and follow Otter Creek approximately five miles north along the same route used for the Otter 
Creek Spur and then travel southwest generally paralleling the Tongue River through Terminus 
Point 1, as shown on Figures 1 and 2.  It would run along the eastern side of the Tongue River 
and pass through the Wolf Mountains Battlefield National Historic Landmark (NHL).  From there 
it would cross to the west side of the Tongue River and continue to its connection with the BNSF 
rail line via the Spring Creek Railroad Spur near Decker, Montana. This alternative is identical to 
the Ashland-Decker alignment (including the Western Alignment) that was previously approved 
for construction and operation by the STB in Tongue River III with one very significant 
difference, namely, the TRRC III line was part of a longer proposed Decker-Miles City line 
designed to transport coal mined in the Decker/Spring Creek area and Wyoming north to the 
BNSF Forsyth Subdivision at Miles City. The total length of new railroad construction would be 
about 50.1 miles. The estimated cost to construct the Decker 1 Alternative is $566 Million (2013 
Cost). 
 
2.2 Decker 2 Alternative 

STB developed the Decker 2 Alternative in an effort to consider a southern route that would 
avoid the Wolf Mountains Battlefield NHL. This alternative was not considered in the previous 
Tongue River Railroad proceedings. The Decker 2 Alternative would be almost identical to the 
Decker 1 Alternative. However, it would cross from the east to the west side of the Tongue River 
just north of Birney. It would pass west of the Wolf Mountains Battlefield NHL and, with the 
exception of a short segment approximately three miles north of the Tongue River Dam, this 
alternative would continue on the west side of the Tongue River for the remainder of its course, 
as shown on Figures 1 and 2. The total length of new railroad construction for the Decker 2 
Alternative would be about 52 miles. The estimated cost to construct the Decker 2 Alternative is 
$698 Million (2013 Cost).  
 
2.3 Ashland East Variation 

STB developed the Ashland East Variation in response to a scoping comment from the Northern 
Cheyenne Tribe requesting an alternative as far as possible from the eastern boundary of the 
Northern Cheyenne Reservation and the Tongue River, as shown on Figures 1 and 3. It could 
be used to replace segments of the Colstrip Alternative, Tongue River Alternative, Tongue River 
Road Alternative, and/or the Moon Creek Alternative. Starting at its northern end, this variation 
would connect to the Colstrip Alternative where it begins to curve to the south, at a location just 
east of its crossing of Tongue River Road, shown on Figure 3 as Common Point 1. The Ashland 
East Variation would connect to the Tongue River Alternative approximately 0.8 mile east of the 
intersection of Greenleaf Road and Tongue River Road. From there, the Ashland East Variation 
would continue east for approximately 3 miles before curving to the south. This variation would 
generally parallel the Tongue River, but would be offset to the east at distances ranging from 
approximately 2 miles to 4 miles. To lower the grade for the Otter Creek crossing, it would 
include a gradual westward bulge which would be located approximately 2 miles east of 
Ashland at its closest point. The variation would pass approximately 2 miles east of Ashland 
before connecting to the Otter Creek Spur, and either Terminus 1 Variation or Terminus 1 
through a wye track approximately 2.5 miles northwest of Terminus Point 2, shown on Figure 3 
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as Common Point 2. The total length of new railroad construction for the Ashland East Variation 
is about 15.9 miles, compared to about 13.9 miles for the corresponding portion of the proposed 
Colstrip alignment. The estimated cost to construct the Ashland East Variation is $275 Million, 
compared to $127 million for the corresponding segment of the proposed alignment (2013 
Cost). 
 
2.4 Terminus 1 Variation 

STB developed the Terminus 1 Variation in response to scoping comments from the Northern 
Cheyenne Tribe, which requested an alternative as far as possible from the eastern Reservation 
boundary and the Tongue River, as shown on Figures 1 and 3. This variation would start at a 
point approximately 1.8 miles southeast of the proposed Terminus Point 1. From there, it would 
travel northeast, largely paralleling the spur leading to Terminus Point 1 before joining with the 
Ashland East Variation. The Terminus 1 Variation connects to the Ashland East Variation and 
from there could connect to any of the northern alternatives (i.e., Tongue River, Colstrip, 
Tongue River Road and Moon Creek alternatives) and could also connect to the southern 
alternatives (i.e., Decker 1 and 2 alternatives). The total length of new railroad construction for 
the Terminus 1 Variation is about 8.3 miles, compared to about 7.5 miles for the corresponding 
portion of the proposed alignment. The estimated cost to construct the Terminus 1 Variation is 
$141 Million compared to $76 Million for the corresponding segment of the proposed alignment 
(2013 Cost). 
 
3. Purpose and Need Assessment of the Southern Alternatives 

The principal purpose of the proposed Tongue River Railroad is to efficiently transport low- 
sulfur, sub-bituminous coal from mine sites developed in Rosebud and Powder River Counties, 
Montana, including proposed mine sites in the Otter Creek area, to the national rail network via 
the BNSF Railway system. Coal from this region, the Northern Powder River Basin, would 
primarily be shipped eastbound to the upper Midwestern United States or westbound toward the 
Pacific Northwest coast for export, i.e., coal trains may travel on the BNSF system either east or 
west.  
 
As discussed further in Section 4 below, the proposed southern alternatives add significant 
mileage (approximately 436 to 440 miles for eastbound round-trip traffic and 122 to 126 miles 
for westbound round trip traffic) to shipments of coal from the Otter Creek area to the 
anticipated primary markets.  The longer southern routing of the Decker 1 and Decker 2 
alternatives would place the Otter Creek/Ashland area coal in a disadvantageous position in 
terms of transportation distance and cost relative to coal sourced at mines south of Otter 
Creek/Ashland. Therefore, the proposed southern alternatives (Decker 1 and Decker 2) do not 
meet the stated purpose of the railroad to provide efficient transportation of coal from the mines 
in the Otter Creek area to the anticipated markets and these alternatives accordingly do not 
warrant any further consideration.3    
 
TRRC’s February 6, 2013 response to question 1 of the STB’s January 23, 2013 first 
information request provides detail on the historical markets for Montana coal and the expected 
markets to which coal transported by TRRC would be transported. As explained in that 

                                                
3
 Section 4.1.1 of this Analysis provides further detail with regard to the transportation disadvantages of 

the Decker Alternatives for Otter Creek/Ashland coal transported to the primary markets.   
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response, TRRC anticipates that the bulk of the coal transported by the TRRC line will (i) find a 
market at the Upper Midwest electric utilities (mostly in Michigan and Minnesota) that have 
historically used Montana coal and (ii) be exported to Asia through the existing west coast port 
at the Westshore Terminal south of Vancouver, BC or possibly through other Pacific Northwest 
port facilities presently in the planning stages.   
 
TRRC anticipates that there will also be secondary markets for the coal.  Some of the coal may  
be exported to Europe through a Great Lake port at Superior, Wisconsin, and historical data 
suggests that  relatively smaller volumes  might find their  way to utilities in other Midwestern 
states (Wisconsin, Illinois and Ohio, among others) or to Arizona. See Exhibit 1 to TRRC 
Response to First Information Request.4  It is also possible that some volume of Otter 
Creek/Ashland coal will be used for power generation within Montana, including notably at the 
PPL Montana Colstrip plant, which at present has a source of coal at the adjacent Rosebud 
mine. The proposed Colstrip Alternative would allow for the most efficient routing to that facility.  

 
The reason that most of the Otter Creek/Ashland area coal is expected to move northbound on 
the TRRC line to the BNSF Forsyth Subdivision is that such northbound transportation from the 
mine sites will provide a transportation distance and cost advantage to above-described primary 
market destinations for the coal. Transportation distance is a key factor in determining a likely 
market for coal from any particular mine and the nearest markets for the Otter Creek/Ashland 
coal, as in the case of other Montana coal that leaves the State, will be Upper Midwest and 
Pacific Northwest points to which Montana coal has historically been transported.   

 
The northbound movement of the coal on the TRRC line from Otter Creek and future Ashland 
mines will allow the coal to enjoy a significant transportation distance advantage given the 
relative proximity of the Otter Creek/Ashland mines to the above-described primary markets, 
particularly in comparison to Southern Powder River Basin mines in Wyoming and other 
Montana mines located south of Otter Creek/Ashland, including Spring Creek and Decker.  
However, transporting the coal over the Decker Alternatives would reduce this advantage 
considerably, particularly for eastbound trains, which (if transported via either Decker 
Alternative) would have to traverse an additional 436 to 440 miles roundtrip versus the Colstrip 
Alternative to reach Upper Midwest markets. For westbound traffic, the Decker Alternatives 
would add an additional 122 to 126 miles roundtrip. These additional miles would add a 
transportation cost penalty on the Otter Creek/Ashland coal that would reduce its natural 
geographic advantages in the primary target markets and thus its competitiveness relative to 
coal from most other Powder River Basin mines. 

 
It is notable in this regard that none of the various alternative proposals for TRRC routings that 
have been considered since the 1980’s – until now – have contemplated the movement of coal 
from the Otter Creek/Ashland areas southbound via Decker. The TRRC II and III proposals did 
contemplate building a line linking Decker with the BNSF Forsyth Subdivision to the north, but 
that proposed line was designed to transport Decker/Spring Creek and Wyoming coal 
northbound, thereby shortening the route for that coal to reach Upper Midwest and other 
destinations to the north. That proposal was never designed to transport Otter Creek/Ashland 
coal southbound (and against grade), away from its primary markets. 

                                                
4
 How much of the coal will be used domestically versus exported through the above ports will depend on 

a variety of market conditions that cannot be predicted with confidence this many years in advance of the 
first carloads of coal being shipped out of the Otter Creek mine and potential Ashland area mines. 
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Significantly, the vast bulk of coal generated from the Montana mines at Spring Creek and 
Decker today follow a BNSF routing that takes the coal northward on the BNSF Big Horn 
Subdivision to a point from where it would follow the same eastbound or westbound routings on 
BNSF’s Forsyth Subdivision and other northern BNSF lines that the Otter Creek/Ashland coal is 
expected to take. See Exhibit 1 on the following page, which shows that most Spring Creek coal 
travels primarily east via the Forsyth Subdivision with some smaller volume moving westbound 
via BNSF’s northern lines. The same exhibit also shows that most Decker coal moves 
eastbound via the Forsyth Subdivision. Relatively smaller volumes of the Spring Creek and 
Decker coal move south from those mines via the BNSF Central corridor and other routes. 
Wyoming coal from the Southern Powder River Basin has a transportation distance advantage 
over Montana coal for markets that are south of the above-described primary target markets for 
Otter Creek and Ashland area coal. 
 
In short, the two Decker alternatives would be disadvantageous for Otter Creek coal moving to 
its primary markets and therefore would not serve the purpose and need of the TRRC Project. 
Coupled with the other disadvantages discussed below, this transportation disadvantage 
underscores that those Alternatives warrant no further detailed examination. 
 
4. Alternatives Screening Analyses 

4.1 Alternatives Screening Criteria 

The alternatives and variations described in this Analysis were subjected to screening 
evaluations using existing information from the previous studies where applicable along with a 
modest level of conceptual engineering studies. The screening criteria included engineering 
feasibility (construction and operating), environmental consequences discernible at this stage, 
and cost considerations. The route alternatives and variations are evaluated relative to the 
corresponding attributes of the proposed Colstrip Alignment. The following sections discuss the 
applicable and relevant screening data for the rail alternatives and variations described in this 
Supplement.  
 
The descriptions, environmental impacts, engineering issues, and relative advantages of the 
Colstrip Alignments, Tongue River Alternative, Tongue River Road Alternative, and the Moon 
Creek Alternative, collectively referred to as the “Northern Alternatives,” were presented in the 
January 11, 2013 Alternatives Screening Analysis,  and are not repeated in detail in this 
Supplement. However, Table 1 summarizes the physical characteristics of the four Northern 
Alternatives and the Decker 1 and 2 Alternatives. Table 2 summarizes the physical 
characteristics of the alternative variations and compares them to the corresponding segments 
of the proposed Colstrip Alignment.  Due to the lack of site access, no recent field studies have 
been conducted to date to evaluate environmental features such as wetlands, flora and fauna, 
or cultural resources.  
 
4.2 Transportation Evaluation of the Alternatives 

Train shipments originating from the Otter Creek area were evaluated over all of the proposed 
six rail alternatives. For comparison purposes, loaded trains were considered to originate at 
Terminus Point 2, travel over the alternative routes and the BNSF to common points at Miles 



Tongue River Railroad 

Supplement to Alternatives Screening Analysis 

 

11 | TranSystems / Hanson 

 
TRR_Supplement_to_Alternatives_Screening_Analysis_2013_04_30.docx 

Exhibit 1.  Montana Coal Moves 2003 – 2012 
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Table 1.  TRR Rail Alternative Characteristics 
 

  

No. Alternative Alignment Characteristics Colstrip Tongue River Tongue River Road Moon Creek Decker 1 Decker 2

1 Length of New Main Track Construction (Miles) 42.1 83.1 83.1 81.7 50.1 52.0

2 Round Trip Distance to Miles City Common Point for Eastbound Trains
1
 (Miles) 236 151 151 165 672 676

3 Round Trip Distance to Huntley Common Point for Westbound Trains
1
 (Miles) 295 411 411 392 417 421

4 Annual Round Trip Ton-Miles to Common Points with Trains Split 60% East and 40% West
1, 2

4,169,621,333 4,100,213,333 4,100,213,333 4,109,210,667 9,156,072,000 9,219,696,000

5 Annual Round Trip Ton-Miles to Common Points with Trains Split 50% East and 50% West
1, 2

4,264,093,333 4,517,946,667 4,517,946,667 4,472,960,000 8,747,014,667 8,810,638,667

6 Annual Round Trip Ton-Miles to Common Points with Trains Split 40% East and 60% West
1, 2

4,358,565,333 4,935,680,000 4,935,680,000 4,836,709,333 8,337,957,333 8,401,581,333

7 Cut (Cubic Yards)
3

18,100,000 25,300,000 38,800,000 36,200,000 40,300,000 49,450,000

8 Fill (Cubic Yards)
3

17,700,000 22,900,000 34,600,000 33,100,000 36,900,000 44,900,000

9 Excess Cut (Cubic Yards)
3

400,000 2,400,000 4,200,000 3,100,000 3,400,000 4,550,000

10 Total Grading (Cubic Yards)
3

35,800,000 48,200,000 73,400,000 69,300,000 77,200,000 94,350,000

11 Ratio of Total Grading Compared to Colstrip Alternative 1.00 1.35 2.05 1.94 2.16 2.64

12 Length of Public Roadway Impacted (Miles) 8.3 8.9 9.5 8.9 5.9 1.3

13 Length Alignment Parallels Existing Transportation Corridor (Miles (% of New Main Length)) 18.1 (52.5%) 10.1 (13.4%) 37.0 (49.8%) 10.1 (13.6%) 24.54 (49%) 15.67 (30%)

14 Alignment Requires New Interstate 94 Crossing? No Yes Yes Yes No No

15 Alignment Requires New Highway 314 Crossing? No No No No Yes Yes

16 Alignment Requires New Highway 212 Crossing? Yes Yes Yes Yes No No

17 County and State Public Roadway Crossings 5 3 4 4 6 7

18 Length Alignment Impacts USDA Livestock and Range Research Station (Miles) 0.0 9.5 9.5 2.4 0 0

19 Alignment Crosses Miles City Fish Hatchery? No Yes Yes No No No

20 Right-of-Way Acquisition (Acres)
4

2,400 4,100 4,500 4,300 2,910 3,065

21 Right-of-Way Acquisition of Grazing Land (Acres)
4

1,560 3,200 3,520 3,020 2,250 2,320

22 Right-of-Way Acquisition of Irrigated Land (Acres)
4

40 90 230 90 10 20

23 Length of Impacts to Bureau of Land Management Land (Miles) 0.7 3.6 2.4 4.6 3.4 6.9

24 Length of Impacts to State/County Land (Miles) 3.4 7.4 3.4 16.5 3.7 4.5

25 Number of Affected Landowners
5 

44 53 60 54 25 21

26 Number of Bisected Landowners
6

30 40 42 41 16 18

27 Wolf Mountains Battlefield National Historic Landmark Impacted? No No No No Yes No

28 Residences Impacted 1 1 1 1 0 1

29 MT FW&P Block Management Areas and Conservation Easements (Miles) 9.5 27.7 9.8 21.8 Unknown Unknown

30 Length Alignment Parallels Tongue River Valley (Miles) 17.0 68.2 31.8 57.7 42.6 31.5

31 Number of Stream Crossings
7

122 247 197 250 132 132

32 Number of River Crossings 1 1 1 1 1 3

33 Max Curvature (Excluding Wye Tracks) 2°20' 2°20' 2°20' 2°20' 2°20' 2°20'

34 Total Length of Curves (Miles) 13.84 14.81 23.54 17.56 11.9 18.42

35 Ruling Grade Compensated for Horizontal Curves where Applicable 0.91 - 1.00% 0.86 - 0.94% 0.91 - 1.00% 0.91 - 1.00% 0.80 - 0.88% 0.84 - 0.92%

36 Total Length of Ruling Grade Against Load
8
 (Miles) VPI - VPI 12.76 1.46 1.46 4.88 9.62 5.96

37 Max Continuous Length of Ruling Grade Against Load
8
 (Miles) 7.15 0.80 1.46 4.88 9.62 5.96

38 Total Length of Grade Against Load
8
 (Miles) 18.72 26.29 26.66 24.22 31.34 27.3

39 Elevation Difference Between TP #2 to Existing BNSF Connection Point
9
 (Feet) 130 -760 -760 -746 393 393

40 Conceptual Estimate of Probable Cost (2013 $Million) 416 625 753 731 566 698

41 Conceptual Estimate of Probable Cost Per Mile (2013 $Million/Mile) 9.88 7.52 9.06 8.95 11.32 13.42
1
 Round trip originates at Terminus Point #2

2
 Annual Tonnage based on 20 million tons of coal per year and empty train weight of 4,550 tons

3
 Includes grading for proposed single main track and public road relocations, but not for future track at 15' track centers or adjacent track access road

4
 Includes R/W for future grading of second track at 15' track centers and adjacent track access road

5
 Affected Landowner is defined here as a landowner whose property through which the proposed rail right-of-way traverses 

6
 Bisected Landowner is defined here as landowners whose property is affected and severed by the proposed right-of-way

7
 Perennial, Intermittent, or Ephemeral Streams; may be indicative of potential wetland impacts 

8
 Grade Against Load is defined here as the uphill grade which loaded trains must traverse

9
 Negative value indicates cumulative downhill grade from TP# 2 to existing BNSF connection point for loaded trains
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Table 2.  TRR Rail Alternative Variation Characteristics 
 

 
 

No. Alternative Alignment Characteristics Proposed Alignment Ashland East Variation Proposed Alignment TP #1 Variation

1 Length of New Main Track Construction (Miles) 13.9 15.9 7.5 8.3

2 Cut (Cubic Yards)
1 

5,900,000 22,000,000 4,600,000 12,000,000

3 Fill (Cubic Yards)
1 

6,850,000 20,800,000 4,400,000 7,800,000

4 Excess Cut (Cubic Yards)
1

-950,000 1,200,000 200,000 4,200,000

5 Total Grading (Cubic Yards)
1

12,750,000 42,800,000 9,000,000 19,800,000

6 Length Alignment Parallels Existing Transportation Corridor (Miles (% of New Main Length)) 2.18 (16%) 0 (0.0%) 4.72 (63%) 0.0

7 Length of Public Roadway Impacted (Miles) 2.3 0.0 1.5 0.0

8 Alignment Requires New Highway 212 Crossing? Yes Yes No No

9 County and State Public Roadway Crossings 2 1 0 0

10 Right-of-Way Acquisition (Acres)
2 

760 1,175 430 525

11 Right-of-Way Acquisition of Grazing Land (Acres)
2

605 1,103 418 510

12 Right-of-Way Acquisition of Irrigated Land (Acres)
2

84 67 4 15

13 Length of Impacts to Bureau of Land Management Land (Miles) 0.3 0.0 0.2 0.8

14 Length of Impacts to State/County Land (Miles) 0.0 0.9 0.0 0.0

15 Number of Affected Landowners
3 

22 12 8 7

16 Number of Bisected Landowners
4

14 11 7 5

17 MT FW&P Block Management Areas and Conservation Easements (Miles) 0.0 0.0 0.0 Unknown

18 Length Alignment Parallels Tongue River Valley (Miles) 8.4 0.0 7.5 0.0

19 Number of Stream Crossings
5

43 39 18 12

20 Number of River Crossings 1 1 0 0

21 Max Curvature (Excluding Wye Tracks) 2°20' 2°20' 2°00' 2°00'

22 Total Length of Curves (Miles) 6.1 8.42 1.25 3.66

23 Ruling Grade Compensated for Horizontal Curves where Applicable Against Load 0.86 - 0.95% 0.76 - 0.82% 0.91 - 0.95% 0.91 - 1.00%

24 Total Length of Ruling Grade Against Load
6
 (Miles) VPI - VPI 0.68 5.41 1.10 2.80

25 Max Continuous Length of Ruling Grade Against Load
6
 (Miles) 0.68 5.41 1.10 2.80

26 Total Length of Grade Against Load
6
 (Miles) 4.16 5.41 4.13 5.00

27 Conceptual Estimate of Probable Cost (2013 $Million) 127 275 76 141

28 Conceptual Estimate of Probable Cost Per Mile (2013 $Million/Mile) 9.15 17.35 10.08 16.97
1
 Includes grading for proposed single main track and public road relocations, but not for future track at 15' track centers or adjacent track access road

2
 Includes R/W for future grading of second track at 15' track centers and adjacent track access road

3
 Affected Landowner is defined here as a landowner whose property is impacted by the proposed Right-of-Way

4
 Bisected Landowner is defined here as landowners whose property is impacted and severed by the proposed Right of Way

5
 Perennial, Intermittent, or Ephemeral Streams; may be indicative of potential wetland impacts 

6
 Grade Against Load is defined here as the uphill grade which loaded trains must traverse

Ashland Alternatives Terminus Point 1 Alternatives
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City, Montana for eastbound shipments, or Huntley, Montana for westbound shipments, and 
then return empty trains via the same routes. The alternative routes from Terminus Point 2 to 
the common points are shown on Figure 4. The transportation evaluations in round-trip mileage 
are shown in Table 1 (Rows 2-3).  
 
The transportation evaluations of the proposed Decker 1 and 2 Alternatives indicate: 
 

• Loaded trains from the Otter Creek area traveling eastward through Miles City toward 
the Upper Midwestern United States using the Decker 1 Alternative route would travel 
about 436 miles farther per round-trip than if using the Colstrip Alternative route. 

• Loaded trains from the Otter Creek area traveling eastward through Miles City toward 
the Upper Midwestern United States using the Decker 2 Alternative route would travel 
about 440 miles farther per round-trip than if using the Colstrip Alternative route. 

• Loaded trains from the Otter Creek area traveling westward through Huntley using the 
Decker 1 Alternative route would travel about 122 miles farther per round-trip than if 
using the Colstrip Alternative route. 

• Loaded trains from the Otter Creek area traveling westward through Huntley using the 
Decker 2 Alternative route would travel about 126 miles farther per round-trip than if 
using the Colstrip Alternative route. 

 
Although the volume of coal that will be transported to each coal market over the Tongue River 
Railroad cannot be conclusively determined at this time, assumptions were made of annual ton-
mile shipments over each of the rail alternatives in order to evaluate the relative efficiencies of 
the routes to each of the primary markets, i.e., Upper Midwest and Pacific Northwest.  
Assumptions regarding the proportions of shipments going eastbound vs. westbound were 
calculated for projected shipments of 20 million tons per year going 60% eastbound – 40% 
westbound; 50% eastbound – 50% westbound; and 40% eastbound – 60% westbound. The 
transportation evaluations in estimated annual round-trip ton-miles are shown in Table 1 (Rows 
4-6). As shown in the table, the Decker 1 Alternative requires approximately 8.7 billion ton-miles 
round trip to common points shared by all alternatives assuming one half of the traffic travels 
east and the other half west. The Decker 2 Alternative similarly requires approximately 8.8 
billion ton-miles round trip to common points shared by all alternatives with half the traffic 
travelling east and the other half west. The Colstrip Alternative, by contrast, requires 
approximately 4.3 billion ton-miles round trip split evenly between east- and west-bound traffic, 
less than half of either of the Decker Alternatives.   
 
The transportation mileage and ton-mile figures shown in Table 1 conclusively show that the 
Decker 1 and 2 Alternatives are far less efficient than any of the Northern Alternatives by orders 
of magnitude.  As discussed above, this disadvantage of the Decker Alignments relative to the 
presumed primary target markets for the transported coal renders those alternatives infeasible 
relative to the purpose of the project and not warranting further analysis. 
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Figure 4.  Coal Transportation Exhibit 
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4.3 Decker 1 Alternative Screening Analysis 

4.3.1 Decker 1 Alternative Engineering and Environmental Screening Analysis 

The screening analysis of the Decker 1 Alternative indicates: 
 

• Construction of the Decker 1 Alternative would require about 8 more miles of new 
railroad construction than the Colstrip Alternative, which requires fewer miles of new 
construction than any of the rail alternatives. 

• Construction of the Decker 1 Alternative route is estimated to require about 41.4 million 
more cubic yards of excavation and embankment construction compared to the Colstrip 
Alternative in order to achieve the grade and curvature necessary to accommodate unit 
coal trains while attempting to balance the cut and fill quantities to the greatest extent 
possible.  

• Primarily due to the added length and the substantial additional earthwork, construction 
of the Decker 1 Alternative is estimated to cost about $150 Million more than the Colstrip 
Alternative. 

• Loaded coal trains using the Decker 1 Alternative route would run about 31.3 miles 
against adverse grades (uphill), compared to about 18.7 miles on the Colstrip 
Alternative, which provides the shortest length against load relative to each of the 
alternative alignments. Please note that the similar alignment of the previously-approved 
Tongue River III Alternative was planned to transport loaded trains from south to north 
toward Miles City, which is generally downhill; the Decker 1 Alternative proposes to 
transport loaded trains south from Ashland to Decker, which is generally uphill. 

• National Wetlands Inventory (NWI) mapping along this alternative route is available from 
about Milepost 7 on the Terminus Point 1 spur southward to the Tongue River Reservoir 
near Decker, Montana. Emergent and forested wetlands are generally shown adjacent to 
the Tongue River, with small wetlands shown intermittently in various drainages and 
other locations. The proposed Decker 1 Alternative route generally runs southward from 
Terminus Point 1 to Birney through upland areas on the east (high) side of Tongue River 
Road. The Decker 1 Alternative runs near a mapped emergent wetland near the 
crossing of Hanging Woman Creek southeast of Birney. South of Birney the route turns 
westward through the Tongue River valley across irrigated fields and crosses the river 
once. The route continues southward through upland areas on the west side of the river 
to its connection near Decker. Review of the available NWI mapping indicates the route 
would impact only small, intermittent wetlands, if any, primarily near the river crossing. 
Wetlands along the proposed alternative route have not been field verified.  

• The Decker 1 Alternative would run near the western boundaries of the Custer National 
Forest in several places. We assume that additional consultation requirements may be 
required with the U.S. Forest Service for this routing. 

• The southern portion of the Decker 1 Alternative runs west of the Tongue River 
Reservoir. The October 2006 Final Environmental Impact Statement for Tongue River I, 
Tongue River II, and Tongue River III included a list of recommended mitigation 
measures, including Mitigation Measure 76 (Dam Vibration). Mitigation Measure 76 
required “Prior to construction of the Western Alignment, TRRC shall conduct a seismic 
analysis based on local geology and specific blasting plans to quantify the risk of 
construction-related activities to the Tongue River Reservoir Dam. TRRC shall consult 
with Montana Department of Natural Resources and Conservation during the 
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development of the geotechnical-drilling/blasting plans for construction of those portions 
of the Western Alignment located within two miles of the dam, to limit peak particle 
velocity and minimize vibration impacts that may occur.” It is anticipated that similar 
measures to determine potential effects to the Tongue River Reservoir Dam would be 
required if the Decker 1 Alternative is selected for construction.  

• The Decker 1 Alternative runs along the eastern boundary of the Northern Cheyenne 
Reservation for a distance of approximately 17.5 miles.  To the extent that there are any 
discernible disadvantages to proximity to the Reservation (we note that the two Variation 
Alternatives discussed below were designed to locate the line away from the 
Reservation boundary), the Decker 1 alternative will not mitigate any such 
disadvantages compared to the four northern alternatives, which parallel the eastern 
boundary of the Northern Cheyenne Reservation for a distance of approximately 12.1 
miles.  However, since other factors militate strongly against the Decker 1 Alternative, 
further assessment of impacts to the Reservation does not appear warranted in TRRC’s 
view.    

 
4.3.2 Wolf Mountains Battlefield National Historic Landmark 

The Decker 1 Alternative would pass through the Wolf Mountains Battlefield NHL in Rosebud 
County, Montana. The Battlefield is the site of the last major battle of the Great Sioux War in 
1877, and was designated as a NHL in 2008. National Historic Landmarks are designated by 
the Secretary of the United States Department of the Interior under the authority of the Historic 
Sites Act of 1935, which authorizes the Secretary to identify historic and archaeological sites, 
buildings, and objects which “possess exceptional value as commemorating or illustrating the 
history of the United States.” Only about 2,500 historic places have been designated as NHLs.  
 
Wolf Mountains Battlefield was designated an NHL after the TRRC III decision was issued by 
the STB in 2007 authorizing construction of the TRRC III line through the Battlefield.  Were the 
STB to now pursue a routing for the TRRC line through the Wolf Mountains NHL site, it would 
have to satisfy a more elaborate process and meet a much higher standard than was the case 
in the TRRC III proceeding.  As discussed more fully below, the STB would need to consider all 
prudent and feasible alternatives to avoid an adverse effect on the NHL, and could reject such 
alternatives only based on undue cost or “compromise” to the goals of the project.  
 
Section 106 of the National Historic Preservation Act (NHPA) requires federal agencies, prior to 
approval of an undertaking, to take into account the effects of an undertaking on historic 
properties, including NHLs.  Section 110(f) of the NHPA requires that Federal agencies exercise 
a higher standard of care when considering undertakings that may directly and adversely affect 
NHLs. 16 U.S.C. § 470h-2(f). In particular, agencies must, "to the maximum extent possible, 
undertake such planning and actions as may be necessary to minimize harm" to NHLs.  Id. 

 
If it is determined that an undertaking may affect an NHL, the agency is required to take the 
following actions, as set forth in 36 CFR Part 800:  

 
• Notify the federal Advisory Council on Historic Preservation (ACHP) and invite the ACHP 

to participate in consultation to resolve adverse effects to the NHL. The ACHP may 
request the Secretary of the Interior to provide a report to ACHP detailing the 
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significance of the affected NHL under Section 213 of the NHPA and recommending 
measures to avoid, minimize or mitigate adverse effects to the NHL.  

• Notify the Secretary of the Interior and invite the Secretary to participate in the Section 
106 consultation process.  

• Consider the findings of the Department of the Interior if the ACHP has formally 
requested a report from the Secretary under Section 213 of the NHPA to assist in 
consultation.  

• Advise the consulting parties of the adverse effect on the NHL, and determine if other 
consulting parties should be involved in consultation.  

• Provide background documentation to consulting parties, including an analysis of 
alternatives considered to avoid, minimize, or mitigate adverse effects on the NHL.  

• Notify the public of the proposed mitigation plan for the undertaking, and provide them 
an opportunity to express their views on resolving adverse effects.  

• Resolve adverse effects, or request and consider ACHP comments.  
• Inform the public of the outcome of the undertaking, such as the provisions of a 

Programmatic Agreement. 

 
In addition to the above requirements, the National Park Service (NPS) has issued guidance5 
that provides a summary of factors that should be considered when planning undertakings that 
involve NHLs:  

 
• M the agency should consider all prudent and feasible alternatives to avoid an adverse 

effect on the NHL.  
• MWhere such alternatives appear to require undue cost or to compromise the 

undertaking's goals and objectives, the agency must balance those goals and objectives 
with the intent of Section 110(f). In doing so, the agency should consider:  
(1) the magnitude of the undertaking's harm to the historical, archaeological and cultural 

qualities of the NHL;  
(2) the public interest in the NHL and in the undertaking as proposed; and  
(3) the effect a mitigation action would have on meeting the goals and objectives of the 

undertaking. 
 
Thus, under the NPS guidelines, an agency is required to consider all prudent and feasible 
alternatives to avoid an adverse effect on the NHL, and should reject such alternatives only 
based on undue cost or “compromise” to the goals of the project.   
 
NPS and the Northern Cheyenne Tribe have already commented in prior proceedings that the 
routing through the Battlefield would adversely impact the NHL.  During the post-decision 
Section 106 consultation process for TRRC III, the STB consulted with the NPS and other 
entities regarding the Wolf Mountains Battlefield.  The NPS Intermountain Region, which 
administers the NHL program in Montana, commented in 2011 that the alignment of the Tongue 
River Railroad through the Wolf Mountains Battlefield would have “a direct adverse effect” on 
the NHL. See July 7, 2011 NPS Letter to STB at p. 1. NPS noted that “the Wolf Mountains 
Battlefield has a very high degree of physical integrityM”  See March 11, 2011 NPS Letter to 
STB at p. 2. NPS also noted its concern that STB continue to consult “to identify an alternative 

                                                
5
 NPS, Standards and Guidelines for Federal Agency Historic Preservation Programs Pursuant to the 

National Historic Preservation Act, 63 Fed. Reg. 20496 (April 24, 1998). 
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that avoids Wolf Mountains Battlefield.” Id.  The Northern Cheyenne Tribe also expressed 
concerns regarding impacts to the Wolf Mountains Battlefield, stating that the Wolf Mountains 
Battlefield should be given special attention in light of its new status and role in U.S. and tribal 
history.”  See March 31, 2011 Letter from Northern Cheyenne Tribe Administration to STB. 
 
In sum, the Decker 1 Alternative would directly and adversely impact the Wolf Mountains 
Battlefield NHL. Given that, the STB is required by the NHPA guidelines to consider all prudent 
and feasible alternatives to avoid such an adverse effect on the NHL.  In this case, there are 
feasible, and indeed more advantageous alternatives that would not impact the Wolf Mountains 
Battlefield NHL or any other NHL. Moreover, as demonstrated in the above sections and 
Table 1, the Decker 1 Alternative route does not meet the purpose of the project and presents 
substantial engineering, construction, and operating challenges compared to the proposed 
Colstrip Alternative. For these reasons, given the impact to the Wolf Mountains Battlefield NHL 
and the feasibility of alternative routes, the Decker 1 Alternative should not be further pursued.   
 
4.4 Decker 2 Alternative Screening Analysis 

The screening analysis of the Decker 2 Alternative indicates: 
 

• Construction of the Decker 2 Alternative would require about 10 more miles of new 
railroad construction than the Colstrip Alternative. 

• Construction of the Decker 2 Alternative route is estimated to require about 58.5 million 
more cubic yards of excavation and embankment construction compared to the Colstrip 
Alternative in order to achieve the grade and curvature necessary to accommodate unit 
coal trains while attempting to balance the cut and fill quantities to the greatest extent 
possible.  

• Primarily due to the added length and the substantial additional earthwork, construction 
of the Decker 2 Alternative is estimated to cost about $282 Million more than the Colstrip 
Alternative. 

• Loaded coal trains using the Decker 2 Alternative route would run about 27.3 miles 
against adverse grades (uphill), compared to about 18.7 miles on the Colstrip 
Alternative. Similar to the Decker 1 Alternative, the Decker 2 Alternative proposes to 
transport loaded trains south from Ashland to Decker, which is generally uphill. 

• The Decker 2 Alignment would require three crossings of the Tongue River, compared to 
only one crossing by the other alignments under consideration. 

• National Wetlands Inventory (NWI) mapping along this alternative route is available from 
about Milepost 7 on the Terminus Point 1 spur southward to the Tongue River Reservoir 
near Decker, Montana. Emergent and forested wetlands are generally shown adjacent to 
the Tongue River, with small wetlands shown intermittently in various drainages and 
other locations. The proposed Decker 2 Alternative route generally runs southward from 
Terminus Point 1 to Birney through upland areas on the east (high) side of Tongue River 
Road. North of Birney the route turns westward through the Tongue River valley across 
irrigated fields and crosses the river. The route continues southward through upland 
areas on the west side of the river. Just north of the Tongue River Reservoir, the route 
swings easterly and crosses a double oxbow of the Tongue River twice, then continues 
on the west side of the river to its connection near Decker. Review of the available NWI 
mapping indicates the route would impact only small, intermittent wetlands, if any, 
primarily near the river crossings. However, since the Decker 2 Alternative crosses the 
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Tongue River three times, the expected wetlands impacts of the Decker 2 Alternative 
would be expected to be about three times the impacts associated with the Decker 1 
Alternative. Wetlands along the proposed alternative route have not been field verified.  

• The Decker 2 Alternative would run near the western boundaries of the Custer National 
Forest in several places. It is unclear what, if any, additional consultation requirements 
may be incurred with the U.S. National Forest Service for this routing. 

• The southern portion of the Decker 2 Alternative runs west of the Tongue River 
Reservoir. As with the Decker 1 Alternative, it is anticipated that seismic analysis and 
consultation with the Montana Department of Natural Resources and Conservation 
would be required to determine potential effects to the Tongue River Reservoir Dam if 
the Decker 2 Alternative is selected for construction. 

• The Decker 2 Alternative runs along the eastern boundary of the Northern Cheyenne 
Reservation for a distance of approximately 17.8 miles.  To the extent that there are any 
discernible disadvantages to proximity to the Reservation (we note that the two Variation 
Alternatives discussed below were designed to locate the line away from the 
Reservation boundary), the Decker 2 alternative will not mitigate any such 
disadvantages compared to the four northern alternatives, which parallel the eastern 
boundary of the Northern Cheyenne Reservation for a distance of approximately 12.1 
miles. However, since other factors militate strongly against the Decker 2 Alternative, 
further assessment of impacts to the Reservation does not appear warranted in TRRC’s 
view.   

 
Although the Decker 2 Alternative route avoids the Wolf Mountains Battlefield NHL and the 
associated requirements under the NHPA, it encounters similar substantial engineering, 
construction, and operating challenges as the Decker 1 Alternative, and wetlands impacts are 
expected to be about three times the impacts associated with the Decker 1 Alternative. For 
these reasons, given the feasibility of alternative routes, the Decker 2 Alternative should not be 
further pursued.   
 
4.5 Ashland East Variation Screening Analysis 

The screening analysis of the Ashland East Variation indicates: 
 

• Portions of the Ashland East Variation would cross over mineable coal reserves, which 
would require future relocation of the railroad as mining progresses. The proximity of the 
Ashland East Variation to central portions of mineable coal reserve areas is shown on 
Figure 5.  The fact that this variation would be constructed over mineable coal reserves 
in the Ashland area provides a significant disqualifying factor for this variation.   

• Construction of the Ashland East Variation would require about 2 more miles of new 
railroad construction than the proposed alignment.  

• The Ashland East Variation route would run about 5.4 miles against adverse grades 
(uphill), compared to about 4.2 miles on the corresponding segment of the proposed 
alignment. 

• Due to the topography encountered, construction of the Ashland East Variation route is 
estimated to require about 30 million more cubic yards of excavation and embankment 
construction compared to the proposed alignment.  
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Figure 5.  Coal Resource Area Exhibit 
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• The Ashland East Variation route would require acquisition of about 415 more acres of 
right-of-way than the proposed alignment. 

• Primarily due to the added length and the substantial additional earthwork, construction 
of the Ashland East Variation is estimated to cost about $148 Million more than the 
corresponding segment of the proposed alignment. 

• The Ashland East Variation route would disturb a greater number of acres crossing the 
Otter Creek drainage along with potentially greater impacts to riparian habitat and 
agricultural land. 

• The Ashland East Variation does not parallel any existing transportation corridor, while 
by contrast the other alternatives under review for this area do parallel the Tongue River 
Road or other existing roads.  

• The Ashland East Variation would run near the western boundaries of the Custer 
National Forest. It is unclear what, if any, additional consultation requirements may be 
incurred with the U.S.  Forest Service for this routing.    

• There are no apparent offsetting benefits to this route variation.  While the route would 
be somewhat more distant from the Northern Cheyenne reservation compared to the 
Northern Alternatives and thus noise impacts on the reservation could be lower, the 
number of receptors in the eastern portion of the reservation in comparison to the 
number of receptors in the area traversed by the Ashland East Variation would need to 
be determined in order to meaningfully compare noise impacts.  Also, further study 
would be required to assess air quality impacts to the reservation of the proposed 
Variation in contrast to the originally proposed routes. However, given the other 
disadvantages of this variation alternative noted above, including most notably the fact 
that the variation would be constructed over mineable reserves, such further study is not 
warranted.    

 
The Ashland East Variation would involve substantial engineering, construction, and operating 
challenges as compared to the proposed alignment. For these reasons, given the feasibility of 
alternative routes, the Ashland East Variation should not be further pursued. 
 
4.6 Terminus 1 Variation Screening Analysis 

The screening analysis of the Terminus 1 Variation indicates: 
 

• Portions of the Terminus 1 Variation would cross over mineable coal reserves, which 
would require future relocation of the railroad as mining progresses.  The proximity of the 
Terminus 1 Variation to central portions of mineable coal reserve areas is shown on 
Figure 5.  The fact that this variation would be constructed over mineable coal reserves 
in the Ashland area provides a significant disqualifying factor for this variation. 

• Construction of the Terminus 1 Variation would require about 0.8 more mile of new 
railroad construction than the proposed alignment. 

• The Terminus Point 1 Variation does not parallel the existing transportation corridor of 
Tongue River Road as this segment of the Northern Alternatives does. 

• The Terminus 1 Variation route would run about 5 miles against adverse grades (uphill), 
compared to about 4.1 miles on the corresponding segment of the proposed alignment. 

• Due to the topography encountered, construction of the Terminus 1 Variation route is 
estimated to require about 8.8 million more cubic yards of excavation and embankment 
construction compared to the proposed alignment. 
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• Primarily due to the added length and the substantial additional earthwork, construction 
of the Terminus 1 Variation is estimated to cost about $65 Million more than the 
corresponding segment of the proposed alignment. 

 
The Terminus 1 Variation encounters substantial engineering, construction, and operating 
challenges as compared to the proposed alignment. For these reasons, given the feasibility of 
alternative routes, the Terminus 1 Variation should not be further pursued. 
 
5. Conclusion 

Based on the analyses presented above, the Decker 1 and 2 Alternatives do not meet the 
stated purpose of the project to provide efficient transportation of coal from the mines in the 
Otter Creek area to the primary anticipated destinations for the coal in the Upper Midwest and 
Pacific Northwest. The Decker 1 Alternative and Decker 2 Alternative merit prompt 
disqualification due to the substantial transportation mileage penalty these routes would impose 
on the Ashland/Otter Creek coal.  In addition, these alternatives, the Ashland East Variation, 
and the Terminus 1 Variation all appear to encounter substantial engineering, construction, and 
operating disadvantages in comparison to the proposed Colstrip Alternative Alignment.  Further, 
there do not appear to be any apparent offsetting benefits to these alternatives.   
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