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Wind is Now Cheaper than Coal in Montana
By Sonia Aggarwal, Director of Strategy

Quietly, something huge is happening in Montana. Electricity from wind plants is now cheaper than coal-fired
electricity. And this is according to data on file with the Montana Public Service Commission (MT PSC)—the official body
that regulates Montana’s electric utilities. This went relatively unnoticed in the media since the MT PSC posted a
summary of this data on its website in December, but if this changing of the guard happens on a broader scale, our old
assumptions about the economics of solving climate change will be shaken to their core.

The chart below shows selected unit prices of selected sources in Montana from January 2009 through June 2012.
During that timeframe, the sources on this chart made up about three-quarters of NorthWestern Energy’s electric
supply.' This chart shows that NorthWestern’s wind suppliers (blue) came in at a lower rate (5/MWh) than electricity
from coal-fired generation (orange).”

Wind is Cheaper Than Coal Ml open market

Unit Prices in NorthWestern's Electric Supply [ wind projects

; January 2009 through June 2012
70 -

$60 -

550 -

$30 -

$20

Inflation-adjusted ($/MWh)

510

$0

Spot Market Judith Gap Shortterm Spion Kop PPL Colstrip Unit  Citigroup
fixed 4

Resource

These prices are based on actual project cost (adjusted for inflation) and actual megawatt-hours delivered. They include
current policy costs and benefits, but also assign a substantial share of the costs for a new natural gas facility to the wind
projects, as the new gas plant is used a balancing resource for the variable power from the wind farms.” The purple bars
represent contract prices for electricity bought up to a year-and-a-half ahead of time (“short-term fixed”) and an hour
ahead of time (“spot market”). It is useful to note that wind power usually has a near-zero marginal production cost
since it costs almost nothing to run a wind turbine once it’s already built (no fuel cost), which means the additional wind
on the system may be lowering spot market prices by displacing resources with higher variable costs.

Popular claims suggest that utilities and their customers cannot possibly pay the ‘extra cost’ of renewables, but this data
shows that—even with integration costs embedded—wind is cheaper than coal in Montana. What’s more, renewables
are extremely stable over the long-term; once built, they cost almost nothing to operate, and are not beholden to
volatile fuel prices.
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iTogether, these sources make up more than three-quarters of NorthWestern Energy’s electric supply. The remaining unlisted sources are:
demand-side management, line losses, universal system benefits, Dave Gates (natural gas), “QF-1” (qualifying facilities that have contracted with
NorthWestern in the past), “QF-1I” (qualifying facilities that contracted with NorthWestern’s predecessor, the Montana Power Company), and
“other” (including a relatively small amount of hydro, community renewable energy, and natural gas). For NorthWestern’s total breakdown, see
NorthWestern’s latest electricity supply filing, PSC Docket D2012.5.49.
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" Many of NorthWestern’s coal contracts are held with existing coal facilities that were owned by NorthWestern’s predecessor, Montana Power
Company.

" “Dave Gates” is a 150 MW natural gas facility built primarily for reserve capacity, and about a quarter of its cost was allocated to Judith Gap (a
wind farm shown here in blue). This is because as production from Judith Gap fluctuates, grid operators may need to call on up to a quarter of
Dave Gates’ capacity to keep the grid in balance. It is important to note that production from Judith Gap peaks in the winter, a particularly
important time for additional power capacity in Montana. See production statistics from NorthWestern:
http://www.northwesternenergy.com/documents/etac/2012/April/Judith_Gap_2011_Production_Summary_04-06-12_ETAC.pdf
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