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1. The December 17, 2012 supplemental application (“Supplemental 
Application”) states that coal from the Otter Creek mine could move east or 
west for domestic use or export, including export to Asia.  See Rowlands VS 
at 4.  Please provide more specific information about the potential market 
locations for the coal that would be transported from the mines identified in 
the Supplemental Application via the Tongue River Railroad.  If TRRC does 
not have this information, OEA requests a detailed explanation of why this 
information cannot be supplied. 

 
 Response:  TRRC does not have specific information about the markets to which 
the coal that it would transport would be destined.  The coal that TRRC expects to 
transport will originate at  the Otter Creek mine, which is owned by a subsidiary of Arch 
Coal, Inc., as well as from mines that TRRC anticipates could be developed at other 
points in the Ashland area where there are known reserves of coal.  Coal from the Otter 
Creek mine will not available for sale for at least several more years, perhaps 2017 at the 
earliest.  This takes into account the time it will take, following permitting, to develop the 
mine, obtain the required land rights for the rail line, and construct the railroad (a process 
which will take about 20 months spread out over three years assuming eight month 
construction seasons).  Given the variety of factors that can influence the timeline (e.g., 
weather-spawned development or construction delays, market volatility) and the fact that 
coal will not be available for sale for at least several years, predictions as to exactly 
where that coal will be sold and shipped cannot be made at this time.   
 

The Otter Creek mine is accordingly being developed on the basis that there will 
be a market for the coal mined there, but without any specific domestic or foreign 
purchasers for the coal identified at this early stage.  There are no contracts in place to 
purchase the coal and Arch is neither actively marketing the coal to be produced at Otter 
Creek nor able to do so given the long lead time until the mine and railroad are 
developed.  As TRRC stated in its Application, destination markets will be determined by 
the market forces in play at the time when the coal is mined.  Nonetheless, as stated in the 
Application and explained further below, there is ample reason to believe that there will 
be market for the coal once it becomes available for transport.     

 
The level of uncertainty as to identification of specific destinations for coal that 

TRRC would transport is even greater with respect to coal mined at other mines that 
could be developed in the Ashland area.  At this time, there are no proposals to develop 
such mines or mine permits pending.  While TRRC believes that it is likely that at some 
point other mines in the area will be developed to exploit the significant resource located 
there, identifying where the coal from those anticipated mines will be transported is 
speculative at this time because the timelines for such other mines to begin production are 
even longer than for the Otter Creek mine.   
 
 For the above reasons, TRRC cannot offer more detailed information on the 
location of specific markets for the coal it will transport.  However, historical information 
is available on where Montana coal has found a market.  The table attached at Exhibit 1, 
which is compiled from U.S. Energy Information Administration data, shows for each 
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year between 2007 and 2012, the largest percentage of Montana coal has been used for 
electricity generation within the state, with the next largest volumes being transported to 
electric utilities in Michigan, Minnesota, and Washington.  Smaller volumes have been 
transported to primarily Midwest and Northern Plains states, and to Arizona.  (The 2012 
data shown on the Table is not complete at this time.)   
 

The table at Exhibit 2, also compiled from EIA data, identifies the specific 
utilities to which Montana coal has been transported between 2007 and 2012.  These 
utilities include Xcel Energy, DTE Energy (Detroit Edison), Allete Inc. (Minnesota 
Power); CMS Energy and Wisconsin Energy, among others.  Arch anticipates that these 
same utilities in the Upper Midwest states will remain the largest potential domestic 
customers for the Otter Creek coal, as well as the Centralia units in Washington, one of 
which is scheduled to remain operational through 2025.   

 
The July 12, 2006 study, entitled “Otter Creek Property Summary Report”, 

prepared by Norwest Corporation for the Montana Land Board in advance of that Board’s 
decision to lease the Otter Creek coal tracts to an affiliate of Arch is attached as Exhibit 
3.  Chapter 4 of the Report discusses the potential market for the Otter Creek coal.  Table 
4-1 identifies the specific plants in the Upper Midwest and Washington that currently 
purchase coal from Montana mines at Spring Creek, Decker and Rosebud.  The Report is 
consistent with Arch’s view that these plants are potential customers for Otter Creek coal. 
The same plants are likewise potential customers for coal mined at other Ashland area 
mines that are developed.     

 
Otter Creek coal is located relatively close to the surface and has a low ratio of 

coal to overburden, versus generally higher strip ratios at other Montana mines.  See 
comparison of PRB mine strip ratios set forth at Exhibit 4.  This means that the coal can 
be mined efficiently and at a lower cost than at the other Montana mines with which Otter 
Creek coal would compete, which will make that coal more competitive.            
 

In addition to the above domestic market opportunities, there is also an export 
market for Montana coal.  This is discussed in the Application and in TRRC’s January 
28, 2013 Reply to the Petition to Revoke filed by NPRC.  According to EIA’s most 
recent statistics, in 2011, over 13 million tons of Montana coal were exported.  This 
compares to over 25 million tons distributed domestically.  See EIA report at Exhibit 5.  
The exported coal includes a few million tons of coal exported to Canada for use in 
generating electricity.    

  
Some of the TRRC-transported coal could be exported to Europe through the 

Midwest Energy Resources Company facility at Superior, WI, from which Montana coal 
is currently shipped via Great Lakes and ocean vessels to Europe.  The largest markets in 
Europe are the UK and Spain.   

 
Some other portion of the TRRC-transported coal could be exported to Asia via 

the Westshore Terminals south of Vancouver, BC, via which Montana coal is currently 
exported.  The coal might also be exported through facilities proposed to be constructed 
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in the State of Washington were such facilities to be developed.   However, as noted in 
TRRC’s Reply to the Petition to Revoke, it is far from certain that these planned 
facilities, now in the permitting phase, will be constructed, and markets exist for Otter 
Creek coal regardless of whether the plans for those facilities ever come to fruition.  The 
volume of TRRC-transported coal that could be exported to Asia will in part turn on the 
availability of additional export capacity and thus relatively lesser amounts of coal will 
be exported to Asia in the event that these facilities are not developed.    

 
To the extent that TRRC-transported coal were exported to Asia, the most likely 

recipient nations include South Korea, Japan, and China.  See Census Bureau data at 
Exhibit 6.  South Korea is a more likely potential destination than other Asian nations due 
to relative geographic proximity to the North American west coast, which translates to 
lower ocean transport costs.    

 
The contention that many parties have made in their scoping comments that all of 

the Otter Creek coal will be exported to China is not supported by any facts.  Arch has no 
contracts and no fixed plans to ship any of the Otter Creek coal to China.  Whether it is 
exported to China at all is very much an open question given the historically greater use 
of Montana coal for domestic electricity generation than for export and market forces that 
could dictate a greater demand for the coal for domestic use and/or for export to nations 
other than China.  According to Census and EIA data, South Korea ranks well ahead of 
China in terms of its import from the United States of thermal or steam coal, the type of 
coal exported from the PRB.  See Exhibits 6 and 7.   
 

It is not possible to accurately predict what percentage of the TRRC-transported 
coal would be consumed domestically versus exported, and which nations would likely 
receive coal that is exported, this many years in advance of any production from the Otter 
Creek/Ashland area.  Multiple factors will dictate whether coal will be exported at all 
and, if so, where it will be exported.   These factors include the following:  the cost of 
competitive fuel, and in particular natural gas; regulatory developments that could 
influence the ability of domestic and foreign utilities to use coal versus other fuels; and 
technological advances in the use of coal, which include the further development of 
carbon capture technologies, and the commercial development of coal to liquid and coal 
to gas conversion facilities.  Montana coal’s attractiveness to the domestic market will 
also be influenced by the availability of coal at competitive prices from other coal 
producing areas in the United States.  In this regard, it bears note that EIA forecasts 
growing domestic use of coal as an energy resource beginning after 2016 and growth 
over current usage levels by several quadrillion Btu’s by 2035.  See page 11 of EIA, 
Annual Energy Outlook Early Release 2013, attached at Exhibit 8.  Thus, predictions that 
there will be little or no domestic market for Otter Creek coal in the future do not 
comport with the opinions of unbiased market observers and analysts.      
 

For that coal which may be exported, factors that would influence the specific 
destination of any coal would include the following:  the cost of available competitive 
fuel (e.g., coal is currently attractive in Europe due to the high cost of natural gas there); 
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the cost of ocean and other transportation and the availability of export and import 
facilities.      
 
     Finally, the variability of the above factors over time, and the general dynamism of 
energy markets, suggests that over the life of the Otter Creek mine the percentage of the 
coal used domestically versus the percentage exported will vary.   
   

2. The Supplemental Application states that Otter Creek coal may find markets 
overseas through U.S. ports along the Atlantic, Pacific, Great Lakes or Gulf 
Coasts.  See Supplemental Application at 20.  Please provide information 
about any potential plans to transport Otter Creek coal through U.S. ports in 
these locations. 

 
See response to question 1.  Generally, to the extent that the coal is exported, transit 

distance within the United States suggests that it is more likely to be exported through 
Great Lakes and Pacific ports than Gulf Coast or Atlantic ports, should Great Lakes and 
Pacific ports have available capacity.  At this point, however, there are no specific plans 
to export any of the coal for the reasons discussed in response to question 1.   
 

3. Please provide any information about potential shippers with whom Arch 
Coal has negotiated or signed contracts to ship Powder River Basin (PRB) 
coal from the Northern PRB on the Tongue River Railroad. 

 
As noted above, to TRRC’s knowledge, no contracts have been negotiated or signed 

to date.   
 

4. Please provide justification  for construction and operation of the Montco 
Mine spur to Terminus Point #1 (including information about the Montco 
mine itself and other mines in the vicinity that might potentially be served by 
the spur in the future). 

 
TRRC is aware that there are reserves of coal in the Ashland area, including coal on 

the Northern Cheyenne Reservation and at the area formerly designated for mining 
known as the Montco Mine.  The Application thus seeks authority to construct a portion 
of the TRRC line (referred to in the Application as the Montco Mine Spur) to serve this 
coal resource.   

 
While precise information on the amount of marketable coal in that area remains 

under review, the reserves are known to be substantial.  Based on that knowledge and the 
reasonable assumption that coal developers may emerge to develop one or more mines in 
the area that would be served by Terminus Point #1, TRRC believes that there is an 
economic justification for the Montco Mine spur and that authorization of that portion of 
the TRRC line is in the public interest and would advance a sound transportation system.    

 
In addition, authorizing the Montco Mine spur in this proceeding would be most 

efficient from TRRC’s perspective and that of the STB and other permitting agencies.   












































































































































































