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JOHN K. TABARACCI states and declares: 

1. I am NorthWestern Energy’s (“NorthWestern”) Corporate Counsel. I 

have served in this role since November 2014, before which I served as outside 

counsel for NorthWestern for over ten years. 

2. As Corporate Counsel, I am personally familiar with NorthWestern’s 

efforts to ensure it has the power generation resources required to meet the 

electrical power needs of its customers reliably, affordably, and safely. As part of 

my responsibilities, I am personally familiar with NorthWestern’s resource 

planning function. 

3. As Corporate Counsel, I am personally familiar  with Colstrip Units 3 

and 4 Steam Electric Generating Project and related facilities, located in Colstrip, 

Montana (the “Project”), the terms of the Colstrip Units 3 and 4 Ownership and 

Operation Agreement, dated May 6, 1981 (along with each of its four 

Amendments, the “O&O Agreement”).  

4. I make this declaration on personal knowledge.  

The Project 

5.  Units 3 and 4 are active coal-fired generating units capable of 

producing up to 1,480 Megawatts of electricity. 
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NorthWestern’s Resource Needs and Planning 

6. NorthWestern would need to plan for and locate new sources of 

electrical generation. Some alternatives may require several years of development, 

possibly including facility and transmission construction. NorthWestern would 

need to obtain regulatory approval for new sources of electrical generation, and it 

would need time to address each issue long before the Project is to close. 

Otherwise, NorthWestern could suffer significant damages and the citizens of 

Montana—NorthWestern’s primary customers—could suffer electricity shortfalls.    

2021 Budgeting Process 

7. On September 1, 2020, Talen provided the Owners with the proposed 

2021 Colstrip Units 3 & 4 Operating Budget and the corresponding documents. 

Talen requested approval of the proposed budget by November 1, 2020. A true and 

correct copy of the September 1, 2020 cover letter regarding the 2021 proposed 

budget is attached to this Declaration as Exhibit 1. 

8. Between September 1, 2020, and November 19, 2020, the parties 

exchanged multiple correspondence—Talen sought guidance from the PNW 

Owners on how the budget could be revised to meet the $13 million capital cost 

reduction the PNW Owners requested. The PNW Owners provided guidelines for 

Talen to revise the budget. NorthWestern stressed its reliance on the Project to 

meet its supply obligations and explained that while NorthWestern supports 
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prudent reductions to the 2021 budget for Colstrip Units 3 and 4, it cannot and 

does not support cuts that put safety, environmental compliance, or reliability at 

risk. 

9. By letter dated November 19, 2020, the PNW Owners, in connection 

with the budgeting process, demanded that Talen, as both Operator and Owner, and 

NorthWestern “plan and successfully execute a strategy that provides a framework 

for our individual exits from the Colstrip Project within the next 60 months.” A 

true and correct copy of the November 19, 2020 letter is attached to this 

Declaration as Exhibit 2. 

10. In the same November 19, 2020 letter, the PNW Owners insisted the 

budget reflect “a change in operations [that] . . . provide[s] for a transition of the 

project in the long term,” adding, “Ultimately, the 2021 Budget must realize 

savings and reflect a cost structure that is consistent with the orderly transition of 

the project as well as the exit of the majority of individual owners over the next 60 

months.” The PNW Owners identified “[c]losure of one or both units within the 

next 60 months” as a key objective supported by key project and operational 

assumptions (or alternatively closure of Unit 3 by 2025 and Unit 4 by 2027).  

11. The PNW Owners reiterated their focus on closing the Project by 

2025 in their letters of November 25, 2020, December 9, 2020, and January 7, 
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2021. A true and correct copy of the January 7, 2021 letter is attached to this 

Declaration as Exhibit 3. 

12. Talen provided a revised budget on January 18, 2021. A true and 

correct copy of the January 18, 2021 cover letter regarding the revised 2021 budget 

is attached to this Declaration as Exhibit 4. 

13. Ultimately, the parties arrived at a 2021 budget with the consent, and 

over the protests, of the PNW Owners.  

The 2022 Budget Status 

14. On September 1, 2021, Talen provided the Owners with the proposed 

2021 Colstrip Units 3 & 4 Operating Budget largely based on the costs incurred 

during 2021 budget year and the corresponding documents. 

15. The owners have not yet approved the 2022 budget. 

16. The PNW Owners maintain the proposed budget needs to be reduced 

by $25 million. 

17. Discussions between the parties are ongoing. 

I declare under penalty of perjury that the foregoing is true and correct.  

Dated: December 3, 2021 

         /s/ John K. Tabaracci    
       John K. Tabaracci 

 

Case 1:21-cv-00047-SPW-KLD   Document 123   Filed 12/03/21   Page 5 of 5



 

 

 

EXHIBIT 1 

Case 1:21-cv-00047-SPW-KLD   Document 123-1   Filed 12/03/21   Page 1 of 15



Case 1:21-cv-00047-SPW-KLD   Document 123-1   Filed 12/03/21   Page 2 of 15



Case 1:21-cv-00047-SPW-KLD   Document 123-1   Filed 12/03/21   Page 3 of 15



 

 

 

EXHIBIT 2 
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January 7, 2021

Via Certified Mail and Email

Neil J. Dennehy, Plant Manager, Colstrip Power Plant
Talen Montana, LLC
580 Willow Avenue
P.O. Box 38
Colstrip, MT  59323

Re: Response to Proposal Regarding 2021 Colstrip Unit 3 Overhaul and Request for
Additional Information

Dear Mr. Dennehy:

The undersigned are the Committee members for Avista Corporation, PacifiCorp, 

Owners ) under the 1981 Ownership & Operation Agreement for the
Project Pacific Northwest Owners are 
writing to you
planned for spring and in response to contained in 
its December 9, 2020 letter.

The Pacific Northwest Owners have reviewed the work that Talen proposes to be 
performed during the Unit 3 Overhaul.  The Pacific Northwest Owners cannot support any work 
that is to be performed to extend the life of Colstrip Unit 3 beyond the end of 2025, however, do 
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Neil J. Dennehy, Plant Manager, Colstrip Power Plant
Talen Montana, LLC 
January 7, 2021 
Page 2 

support the work necessary for reliability, safety, or compliance (including environmental 
compliance). 

Based on the foregoing, the Pacific Northwest Owners have compiled Attachment A 
which provides a detailed break projects into three groups to right-size 
the scope of the Unit 3 Overhaul.  These groups are described as follows: 

1. Approved  Projects that the Pacific Northwest Owners are supportive of moving 
forward with as scoped. 

2. Reduce Scope or Further Justification Required  Projects for which we request a 
scope reduction and inclusive of our comments intended to provide insight into what 
level of scope reduction could be acceptable.

3. Not Approved  Projects we do not approve. 

To the extent that any item is approved, but with a reduced scope, the Pacific Northwest 
Owners request that, if Talen objects to the reduced scope, that Talen provide information 
supporting its objection.  As you are aware, under Section 17(e) of the O&O Agreement, upon 
request of any Committee member, Operator i
reasonable promptness and at reasonable times, any and all other information relating to 

O&O Agreement, the Operator is required to furnish or make available, upon request, all 
supporting reports, analyses, recommendations or other documents pertaining to its proposal.  
Accordingly, pursuant to Sections 17(e) and 17(g) of the O&O Agreement, the Pacific Northwest 
Owners request that Talen furnish or make available the following information regarding each 
item proposed for the Unit 3 Overhaul that falls under 2 or 3 above: 

The purpose of each item and whether the purpose of any item is to extend the life of 
Unit 3; 
Whether any item is required primarily for reliability, safety, or compliance and, if so, 
an explanation of why such item is so required; and 
A specific list and summary of risks, as well as any proposed risk mitigation 
alternatives, associated with a decision to not perform any item during the Unit 3 
Overhaul. 

The Pacific Northwest Owners request that Talen provide the information requested 
above no later than January 22, 2021.  Rep 
meeting or at an alternatively scheduled time. 

Except as expressly approved herein, the Pacific Northwest Owners are not prepared at 
this time to approve any of the other work that Talen proposes to be performed during the Unit 3 
Overhaul.  The Pacific Northwest Owners look forward to receiving the requested information so 
that each such owner can make an informed decision regarding work to be performed during the 
Unit 3 Overhaul.  In the absence of the requested information,  revised 
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Neil J. Dennehy, Plant Manager, Colstrip Power Plant
Talen Montana, LLC
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Page 3

to include only the items expressly approved above, each of Pacific Northwest Owners object to 
any work proposed for the Unit 3 Overhaul not otherwise approved above and will vot
this time for such work.

Pursuant to Section 2(f) of the O&O Agreement, each of the Pacific Northwest Owners 
reserves the right to have a representative on site during any work performed during the Unit 3 
Overhaul to observe and ensure that work performed prioritizes safety, reliability and 
compliance.  Please notify each of the representatives of the Pacific Northwest Owners prior to 
commencing any work associated with the Unit 3 Overhaul.

Separately from the Unit 3 Overhaul, i
Northwest Owners do not at this time have sufficient clarity with regard to the cost estimates,
scope or schedule and remain concerned given the significant increase in project costs from the 
original budget. It is our understanding that the 
these issues and once the Pacific Northwest Owners have sufficient clarity on the cost estimates,
scope, and schedule, the Pacific Northwest Owners will be able to move quickly in providing a 
response to such proposal and meet the requirements of the settlement terms.

Portland General Electric Company
Shawn Davis

PacifiCorp
Mike Johanson

Avista Corporation
Steve Wenke

Puget Sound Energy
Nancy Atwood

cc: NorthWestern Energy, Attention:  Mike Barnes/John Hines
Talen Montana, Attention: Dale Lebsack
General Counsels for Avista, PacifiCorp, PGE, PSE, Talen, and NorthWestern Energy
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Via Email and USPS to recipients 

January 18, 2021 

 

RE: Response to January 7, 2021 Letter and 2021 U3 overhaul forecast 

 

Project Committee: 

Thank you for reviewing the Colstrip Unit 3 (“U3”) Overhaul capital projects outlined in Talen Montana’s 
(“Talen’s”) December 9, 2020 proposal (the “Dec. 9th Proposal”) and providing feedback as well as guidance 
criteria in your January 7, 2021 letter (the “Jan. 7th Letter”). As you know. time is very short for the planning 
and preparation required to successfully execute the U3 planned overhaul scheduled from 4/24/21 through 
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6/25/21. The purpose of this letter is to 1) respond to the requests in your Jan. 7th Letter, and 2) provide a 
comprehensive forecast for the U3 overhaul capital projects and overhaul O&M that we are proceeding 
with as per your guidance and criteria.  

As further detailed in Attachment A, Talen is willing to incorporate the substantive guidance and criteria 
you provided on Jan. 7 into the comprehensive U3 overhaul forecast summarized below. Because an 
agreement appears to be within reach, let’s please put aside our disagreement about whether any of these 
capital projects would extend Unit 3’s life beyond the scheduled 2025 overhaul and whether that is a 
reasonable basis to oppose a capital project.    

2021 U3 Overhaul Capital Project Summary with Revised 2021 U3 Overhaul Capital Projects Forecast: 

 2021 Capital Projects ($000) 
Talen’s Dec. 9th Proposal $38,064 
Reductions ($9,555) 
Revised 2021 U3 Overhaul Capital 
Project Forecast 

$28,509 

 

Along with revising the U3 overhaul capital projects, Talen has also adjusted the O&M portion of the U3 
overhaul forecast by, among other things, removing contingency and accounting for the various capital 
projects that were canceled at your request and will now be performed on a repair as needed basis. This, of 
course, increases the chance that our budget will underestimate the actual costs of this overhaul and we 
will need to adjust accordingly during the project. But we hope to avoid having to do so. 

2021 U3 Overhaul O&M Summary with updated 2021 U3 Overhaul O&M Forecast: 

U3 Overhaul O&M ($00) 2021  U3 Overhaul Special O&M ($000) 2021 
2021 U3 OH O&M Budget (as of 
Sept. 1, 2020) 

$12,849  2021 U3 OH Special O&M Budget (as of 
Sept. 1, 2020) 

$5,707 

U4 Experience Reductions ($1,359)  U4 Experience Reductions ($1,040) 
Additional Reductions  ($902)  Additional Reductions ($-) 
Forecast before scope additions $10,588  2021 U3 OH Special O&M Forecast $4,667 
New Repair scope in O&M $2,524    
2021 U3 OH O&M Forecast $13,112    

 

 

Proposed Comprehensive U3 Overhaul Forecast for 2021 U3 Overhaul scheduled from 4/24/21 through 
6/25/21: 

2021 U3 Overhaul Capex Forecast:  $28,509,000 

2021 U3 Overhaul O&M Forecast: $13,112,000 

2021 U3 OH Special O&M Forecast: $4,667,000 

Total 2021 U3 OH Forecast (O&M and Capex): $46,288,000 

Total 2021 OH Forecast (O&M and Capex) Reductions: ($10,322,000) 

The above total 2021 U3 overhaul forecast of $46.3MM represents total reductions of $10.3MM compared 
to the 2021 U3 Overhaul Budget of $56.6MM presented in Sept. 1, 2020. 
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To be clear below is Talen’s response to each of the three categories of Capex projects from the Jan. 7th 
letter:  

1) Approved – Projects that the Pacific Northwest Owners are supportive of moving forward with as 
scoped. 

a. Talen does not object. See details in Attachment 1, Table 1.  
2) Reduce Scope or Further Justification Required – Projects for which we request a scope reduction 

and inclusive of our comments intended to provide insight into what level of scope reduction could 
be acceptable. 

a. Talen does not object. See details in Attachment 1, Table 2.  
3) Not Approved – Projects we do not approve. 

a. Talen does not object. See details in Attachment 1, Table 3.  

 

As you know time is of the essence to plan and prepare for a successful U3 Overhaul and the above 
revisions have now added to that concern. Please let us know if you have any concern regarding the above 
U3 Overhaul forecast and approach at the upcoming Project Committee meeting on January 20, 2021, but 
in any case, no later than January 22nd, 2021. 

 

Sincerely, 
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