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HEARTLAND CONSUMERS POWER DISTRICT
The Power of Forward Thinking

Heartland Consumers Power 
District is a public power utility 
providing low-cost, reliable 
power as well as energy services 
and community development 
programs to municipalities 
and other institutions in South 
Dakota, Minnesota and Iowa.  

Headquartered in Madison, 
South Dakota, Heartland is a 
public corporation and political 
subdivision of the state. Created 
in 1969 under the Consumers 
Power District Law, Heartland 
is authorized to sell, transmit 
and deliver electric power and 
energy at wholesale to non-
profit distributors within and 
outside the boundaries of South 
Dakota.  

Heartland is governed by a ten-
member board of directors, each 
member elected to represent 
a designated subdivision within 
Heartland's service territory.  
The board functions in the 
best interest of our customers 
and emphasizes reliable and 
economical generation and 
delivery systems.  It is our 
mission to be the trusted 
regional leader and partner of 
choice in the delivery of energy 
and service. 

In 2010 Heartland opened the 
doors to our new headquarters 
facility, the first newly 
constructed LEED Platinum 
building in South Dakota. Many 
green features combine to 

make our facility use 46% less 
energy and 33% less water than 
a similar building using standard 
construction practices. As a visual 
and working demonstration 
in green building design, our 
headquarters reaffirms our 
commitment to energy efficiency, 
renewable resources and 
environmental stewardship.

WE OFFER TOP-
NOTCH CUSTOMER 
SERVICE, HELPING 

CUSTOMERS FACE THE 
CHALLENGES PRESENT 

IN THE ELECTRIC 
UTILITY INDUSTRY.



HEARTLAND'S ADVANCED ENERGY SUPPLY

Heartland is committed to providing 
reliable, environmentally-sensitive, cost-
based energy service and continues to 
take steps towards providing a cleaner, 
more reliable and more efficient energy 
product for our customers. In order to 
meet their growing needs, Heartland 
maintains a diverse power supply 
portfolio including coal-fired generation 
from state-of-the-art facilities, featuring 
the latest in pollution controls and 
renewable energy generated in South 
Dakota's central plains. Other resources 
include peaking units located in our 
customer communities.

Heartland's advanced energy supply is 
blended to produce a reliable, long-lasting 
and low-cost supplemental power supply, 
distributed safely over the Integrated 
System (IS), a high-voltage transmission 
system that covers a seven-state area 
and consists of over 9,800 miles of line. 
Heartland jointly owns the IS with the 
Western Area Power Administration and 
Basin Electric Power Cooperative.

Whelan Energy Center Unit 2

Heartland's largest baseload resource, 
Whelan Energy Center Unit 2 (WEC2), 
is a 225 megawatt (MW), pulverized 
coal-fired generating plant located near 
Hastings, Nebraska.  The project was 
declared ready for commercial operation 
May 1, 2011 after nearly ten years of 
planning and five years of construction. 
Heartland has a 36% ownership share, 
equal to 82 MW, in the output of WEC2.

WEC2 burns low-sulfur coal from the 
Powder River Basin. It boasts dual rail 
access for delivery of coal and the use of 
groundwater for cooling.  The plant also 
meets all of the latest pollution control 
standards with an air quality control 
system that includes an electrostatic 
precipitator to remove fly ash, a scrubber 
to remove sulfur dioxide, selective 
catalytic reduction to reduce nitrous 
oxides, and a baghouse for additional 

particulate removal, as well as mercury 
removal controls.  

WEC2 is owned by five public power 
utilities, including Heartland, which formed 
the Public Power Generation Agency 
(PPGA), an interlocal agency established 
in Nebraska for the sole purpose of 
constructing and operating WEC2. Other 
members of PPGA include Municipal 
Energy Agency of Nebraska, Hastings 
Utilities, Grand Island Utilities and 

Nebraska City Utilities, all of Nebraska.  
Hastings Utilities is the plant operator.

Laramie River Station

Laramie River Station (LRS) is currently in 
its fourth decade of providing dependable, 
low-cost power and energy to Heartland 
and our customers. A three-unit, 1,710 
MW, coal-fired generating station, LRS 

2013 HEARTLAND RESOURCE PRODUCTION
Measured in megawatt hours (MWH)

The air quality control system at Whelan Energy Center Unit 2.
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has been part of Heartland's resource 
portfolio since it was constructed in 
1980 as part of the Missouri Basin Power 
Project (MBPP), which also includes 
Grayrocks Dam and Reservoir and nearly 
650 miles of high-voltage transmission 
lines. Located near Wheatland, 
Wyoming, LRS remains a reliable and 
environmentally-compliant resource in 
our portfolio.

Heartland owns a 3% undivided share of 
MBPP, which entitles us to 51 MW from 
LRS Unit 1, the only LRS unit connected 
to the Eastern Interconnect.  MBPP 
owners have continuously upgraded all 
three units of LRS to provide state-of-
the-art emission controls and to ensure 
optimal output, with plans to operate LRS 
for at least two more decades. 

Wessington Springs Wind Energy 
Center

With the inclusion of the Wessington 
Springs Wind Energy Center (WSW 
Energy Center) in our portfolio, 
Heartland fulfills our commitment 
to providing clean energy resources.  
Through a long-term purchase power 
agreement, Heartland purchases the full 
output of the 34 turbine, 51 MW wind 
project, situated on approximately 3,500 
acres on the bluffs of Jerauld County, 
just south of Wessington Springs, South 
Dakota.

The WSW Energy Center allows 
Heartland to surpass South Dakota's 
renewable energy objective of 10% by 
2015 and fulfill Minnesota's renewable 
energy standard of 25% by 2025. 

Operated by NextEra Energy Resources, 
WSW Energy Center has the capability 
to generate enough renewable energy 
to power over 17,000 homes. In 2013, 
WSW Energy Center achieved an annual 
average capacity factor of 46.9%, which is 
considered above average for a wind farm. 

Cooper Nuclear Station

To supplement our baseload supply 
from WEC2 and LRS, Heartland had 
a purchase power agreement with 
Nebraska Public Power District (NPPD) 
to purchase 45 MW from Cooper 
Nuclear Station (CNS). Heartland's 
agreement with CNS expired December 
31, 2013.

Electricity Market Operation

Several Regional Transmission 
Organizations (RTOs) operate organized 
electricity markets in the eastern 
interconnect of the United States. The 
RTOs were developed to improve the 
reliability of power supplies, ensure the 
development of adequate transmission 
infrastructure and provide competitive 
wholesale power costs.

Heartland has had customers and some 
generation resources within the RTO 
known as the Midcontinent Independent 
System Operator since 2006. Heartland's 
newest resource, WEC2, is located within 
an RTO known as the Southwest Power 
Pool (SPP). The remainder of Heartland's 
customers and generation resources are 
located within the Integrated System (IS), 
which is outside an RTO.

Because operation across multiple regions 
and RTOs is difficult, complicated and 
costly, Heartland along with the other IS 
owners have been evaluating integration 
of the IS into an RTO for several years. 
Last year, IS owners announced they have 
begun discussions with SPP to explore 
membership in that RTO. The discussions 
are progressing well, and the current 
schedule shows integration of the IS into 
SPP will be completed by the fall of 2015.

Per a contract between Heartland and the state of South Dakota, WSW 
Energy Center supplies clean power to South Dakota State University and 
the University of South Dakota.
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In addition to power supply, 
Heartland offers a variety of 
programs and services to help 
customers succeed in the ever-
changing utility industry. Our 
energy efficiency and economic 
development programs provide 
incentives and tools to help 
communities grow and thrive.

Energy Efficiency

Heartland's energy efficiency 
program, Power Forward, 
provides incentives and 
educational tools designed 
to help customers realize 
the benefits, both financial 
and environmental, of energy 
efficiency and conservation. 
Our comprehensive program 
has provided energy makeovers 
to homeowners and municipal 
utilities, training to utility 
employees to become energy 
auditors and grants to help 
utilities make energy efficiency 
upgrades.

HEARTLAND'S COMMUNITY DEVELOPMENT 
PROGRAMS

HEARTLAND 
HAS INVESTED 
OVER $310,000 

IN ENERGY 
EFFICIENCY 

GRANTS, 
TRAINING 

PROGRAMS, 
EQUIPMENT AND 
INCENTIVES FOR 
OUR CUSTOMERS 

SINCE 2010.

2013 ENERGY EFFICIENCY RECAP
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9Energy 
Efficiency
Grants

Power Forward is now offering energy 
efficiency incentives to residential and 
business customers of participating municipal 
utilities who are customers of Heartland. 
Businesses served by qualifying customers 
are eligible for incentives to upgrade to more 
efficient lighting and residents may receive 
rebates for replacing old appliances with new, 
ENERGY STAR models. Rebates are also 
available for purchasing an ENERGY STAR 
qualified central air conditioner, air-source 
heat pump or geothermal heat pump.

ENERGY STAR is just one well-known 
organization with whom Heartland has 
formed a partnership to further develop 
energy efficient practices in our customer 
communities.  Heartland has also established 
relationships with the American Public 
Power Association and South Dakota Energy 
Smart.  These partnerships provide a variety 
of benefits and give us access to resources, 
ideas and knowledgeable support networks 
to increase the effectiveness of Power 
Forward.

25
Lighting Incentives

$19,700
Awarded

$

66,563 kWh 
Annual Savings

3



Economic Development

Heartland’s progressive 
economic development program 
is designed to help our customer 
communities grow and thrive. 
We offer a variety of incentives 
to attract new businesses and 
encourage existing businesses to 
expand.

Heartland’s growth incentive 
program helps customers with 
business recruitment, retention 
and expansion as well as job 
creation by awarding rebates to 
new and expanding businesses 
on their retail electric bills as well 
as cash incentives for new jobs 
created.   

The Heartland Economic 
development Loan Program 
(HELP) Fund provides funds 
for business ownership 
and expansion, as well as 
job creation and retention 
through a revolving loan fund. 
Heartland also awards grants to 
customers and their economic 
development corporations to 
help fund projects that foster 
growth and development.  
The HELP Fund has issued 
more than $4.9 million to 23 
recipients for projects including 
new construction, business 
expansions and infrastructure 
improvements.

2013 ECONOMIC DEVELOPMENT RECAP

17Growth
Incentives

$58,540 
Electric 
Rebates

$

3,438,823
kwH

Added

In 9 Communities:

20 New Jobs = $9,200

$34,000
in Economic

Development
Grants

$
$302,000

in HELP 
Loans

$

SINCE 2004, 
HEARTLAND HAS 
INJECTED NEARLY 

$5.6 MILLION 
IN ECONOMIC 
DEVELOPMENT 
PROGRAMS TO 

HELP STIMULATE 
CUSTOMER 

INDUSTRIAL AND 
COMMERCIAL 

GROWTH.

In 2013, Heartland introduced the Energy 
ONE Incentive as a means to provide our 
customers with a significant competitive 
advantage in recruiting new or expanding 
businesses. The Energy ONE Incentive 
provides a special, energy-only rate to new 
or expanding businesses with a new load of 
one megawatt or larger. The incentive rate is 
good for the first three years of operation 
and eliminates demand charges in that same 
period, allowing businesses to establish use 
patterns and plan for the future.

The city of Sioux Falls, SD became the first 
customer to participate in the Energy ONE 
Incentive in October, 2013. The Denny 
Sanford PREMIER Center, a multipurpose 
events center currently under construction, 
will receive the energy-only incentive rate 
during its first few years of operation. The 
events center will generate an estimated 4.5 
megawatt peak electric load when it opens in 
the fall of 2014.  The incentive is expected to 
save the city about $2.5 million.

Twenty Heartland customers in South 
Dakota, Minnesota and Iowa presently 
participate in the incentive program. 
Heartland partnered with the South Dakota 
Governor's Office of Economic Development 

to feature the Energy ONE Incentive on 
GOED's website, including a list of qualifying 
communities and links to Heartland's website. 
Heartland is pursuing similar relationships 
with the Minnesota Department of 
Employment and Economic Development 
and Iowa Development Authority.
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SAVING PICK-SLOAN 
POWER

Federal Power Funding

Available federal funding does not 
provide the support necessary to 
meet the operating requirements of 
the Pick-Sloan Missouri Basin Project. 
Even with increasing up-front financial 
contributions from customers, the 
federal power system in this region 
needs more federal funding to support 
the dams and associated infrastructure. 
Without this investment, reliable delivery 
of this renewable resource to tens of 
thousands of electric consumers in 
South Dakota would be threatened.

For eighteen years, federal power 
customers have contributed advanced 
funds when the Pick-Sloan Missouri 
Basin Power Project lacked adequate 
funding for high priority capital 
improvements and unexpected needs.  
These contributions now total over 
$500 million. Federal power customers 
are reaching the limit on their capacity 
to bridge this growing funding gap and 
are meeting with the Western Area 
Power Administration (Western) to 
search for viable alternatives.

Federal hydroelectric power resources 
are among the world’s largest producers 

of non-carbon emitting electric 
generation. An inability to fully utilize 
this resource due to lack of adequate 
financial support from Congress and 
the Administration in Washington, 
D.C. is especially troubling as there is a 
renewed national discussion addressing 
climate change, particularly the 
challenges of limiting carbon emissions 
from energy production in an affordable 
and reliable manner.

Federal power customers are the only 
non-federal partners in the Pick-Sloan 
Missouri Basin Project contractually 
committed to pay 100% of the federal 

With the enactment of the Flood 
Control Act of 1944, the United States 
Congress created the Pick-Sloan 
Missouri Basin Program to assure "the 
intelligent, coordinated development 
and use of the water resources of the 
Missouri River Basin."  The plan involved 
the construction of dams along the 

Missouri River and its tributaries to 
provide not only power generation, but 
also flood control, navigation, recreation 
and water for irrigation and municipal 
and industrial use.

The federal investment in these 
dams and generating facilities and in the 

associated transmission system is being 
repaid by Pick-Sloan power customers.  
In addition, revenues from power sales 
also aid in the repayment of other 
project purposes.

PRESERVING FEDERAL POWER OPERATIONS
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power generation and transmission 
costs plus significant shares of other 
project costs. 

Heartland urges Congress and the 
Administration to address the funding 
needs of Pick-Sloan hydroelectric 
power generating facilities as well as 
provide any needed support to the 
efforts by federal power customers 
and Western to maintain these 
valuable renewable resource power 
facilities.

DOE Proposed "Reforms" of 
Western

Federal power customers have 
serious concerns about former Energy 
Secretary Steven Chu's proposed 
“reforms” of Western. Heartland 
submitted comments to DOE as well 
as submitted joint comments along with 
the American Public Power Association, 
National Rural Electric Cooperative 
Association, and other federal power 
customers.  The final recommendations 
submitted by DOE staff to the Secretary’s 
office were not originally shared with 
customers or the appropriate committees 
of Congress in advance.  These proposed 
“reforms” should not be approved. With 
new Energy Secretary Ernie Moniz in 
place, it is not clear whether DOE and 
Western will proceed with changes to the 
federal power system, but there are some 
continuing efforts that are troubling. 

On March 16, 2012, then DOE Secretary 
Steven Chu issued a memorandum 
calling for drastic changes in the way 
the Power Marketing Administrations, 
including Western, are administered. 
Heartland actively participated in the 
process to protect the rights of our 
customers as “preference customers” of 
Western.  The Draft Recommendations 
resulting from this memo represented 
some movement away from positions 
that were wholly untenable to the vast 
majority of participants in this process. 

However, several aspects of the Draft 
Recommendations caused Heartland 
great concern.

Western markets federally-generated 
hydroelectric power within the Pick-Sloan 
Missouri Basin Program-Eastern Division 
(PSMB-ED) from eight power plants 
located in Montana, North Dakota, and 
South Dakota. Most Heartland customers 
are power customers of Western, with 
Heartland providing transmission service, 
supplemental power supply and power 
management services to its customers.  
Western also owns and operates 
an extensive system of high-voltage 
transmission facilities in the PSMB-ED.  
Western’s transmission facilities are 
included within the Integrated System (IS) 
along with portions of the transmission 
facilities of Heartland and Basin Electric 
Power Cooperative. Western operates 
these facilities on behalf of the three IS 
owners.

Among Heartland's main concerns is 
Western maintaining its core principles 
and statutory obligations. First is 
that preference in the sale of federal 
hydroelectric power and energy by 
Western is to be given to public bodies 

and Cooperative “preference customers."  
Second is that Western must provide 
power and energy at the lowest possible 
rates to consumers consistent with sound 
business principles.  Third is that Congress 
has prohibited the reallocation of certain 
project costs without Congressional 
approval. Fourth is the “beneficiaries pay” 
principle. Heartland believes that some of 
the Draft Recommendations would have 
violated these principles and obligations. 

Heartland continues to believe that 
consolidation of transmission rates 
inter-regionally or Western-wide 
would violate the beneficiaries pay 
principle by allocating some costs to 
those who do not benefit from the 
expenditure. Additionally, carrying this 
recommendation out may re-allocate 
costs previously allocated by Congress 
without Congressional approval. With 
Heartland, Western and Basin Electric 
Power Cooperative moving towards 
introducing the IS into the Southwest 
Power Pool (SPP), we must remain 
diligent in recognizing the unique nature 
of federal hydropower and avoid 
unnecessary transmission changes and 
charges. We do not want to merge our 
system with California.

SAVING PICK-
SLOAN POWER

Western's Upper Great Plains region.
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Heartland remains concerned 
that Western may be considering 
implementing a new Integrated 
Resource Plan (IRP), which may run 
afoul of the principle/statutory obligation 
to provide power and energy at the 
lowest possible rates to consumers 
consistent with sound business 
principles.  The IRP is an integral part of 
customers' resource planning. However, 
a “one size fits all” IRP approach is 
not appropriate since both specific 
goals and results will vary by customer. 
Federal hydropower allocations are the 
foundation on which customers are 
able to build an expanding non-carbon 
resource portfolio.  The IRP process 
will be most effective in recognizing 
energy efficiency, demand response, 
and non-carbon resource expansion 
programs aimed at reducing reliance 
on conventional fossil resources while 
maintaining current federal hydropower 
allocations.  Micro-management of the 
IRP process from Washington, D.C., or 
even at Western, is a mistake.  Heartland 
has aggressively pursued an “all of 
the above” strategy including energy 
efficiency and wind power.  Also, utilizing 
these precious hydropower allocations 
to "firm-up" intermittent wind purchases 
would be illegal. Any suggestion that 
hydropower allocations would be cut 
conditioned on the IRP would be met 
with litigation. 

Like many Western customers, 
Heartland is concerned about the 
cost of carrying out the "reforms" 
recommended by Chu. This includes 
the financial cost as well as the 
strain on the time of talented and 
overextended Western staff. Heartland 
is concerned that carrying out these 
reocmmendations may compromise 
Western staff's ability to meet its 
core mission and responsibilities. No 
cost estimates have been provided by 
DOE or Western for pursuing each 
recommendation, including estimates of 
the time required by Western staff to 
carry out the recommendations, and the 
budget impacts of those cost estimates.

Heartland is also concerned that this 
"reform" process sets a dangerous 
precedent that will lead to the 
centralization of decision making in 
Washington, D.C., and away from the 
PMAs. The Western regions differ in 
their needs and what may work in 
one region may not work in another. 
Movement to a "one-size-fits-all" 
paradigm would be a grave mistake 
for not only preference customers but 
also Western, DOE and the nation. The 
top-down, "settle on a solution before 
identifying a problem" goals set out in 
the Chu memo continue to trouble the 
preference customers. We are watching 
the Western strategic planning process 

closely to ensure that it doesn't become 
a back-door way for Western and DOE 
to implement the Chu memo. Legally 
questionable actions should be avoided 
since many of the proposals were 
inconsistent with the Flood Control Act 
of 1944, the DOE Organization Act and 
other laws. DOE and Western cannot 
act in violation of the law. The needs and 
issues of the Upper Great Plains Region 
are different than other regions in the 
western United States.
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OVERREACH
FERC Regulatory Agenda Impact on Consumers

For the past two decades, the Federal 
Energy Regulatory Commission (FERC) 
has been fundamentally changing the 
generation, transmission, and distribution 
of electricity to consumers. Some of these 
changes were an overdue recognition 
of an evolution of electricity markets 
and the growing presence of renewable 
resources in those markets. However, 
the question is whether the FERC has 
a sufficient legislative mandate for its 
actions.  The mandate in the Federal 
Power Act for “just and reasonable rates” 
still remains.  The FERC has also moved 
aggressively to extend its reach over 
traditionally non-jurisdictional entities, 
including actions to regulate federal 
power marketing operations. Congress 
has authorized the FERC to encourage 
open-access, non-discriminatory 
transmission service, eliminate market 
manipulation and promote coordinated 
regional planning processes. Continued 
Congressional review and oversight of 
the FERC’s administration of the Regional 
Transmission Organization (RTO) markets 
is required.  

Recently, the FERC has gone further in 
mandating market rule changes in two 
large RTOs (PJM and in New England).  
These changes enforce reliance on the 
short-term RTO capacity markets and 
discourage, if not prohibit, the long-term 
self-supply contracts that public power 
agencies such as Heartland have with the 
communities they serve.  These orders 
threaten the viability of the business 
model relied on by public power and 
consumer-owned utilities.  Our national 
organization, the American Public Power 
Association, joined a number of other 
groups to send a letter to FERC on 
February 10 expressing concern that 
consumers would be hurt by centralizing 
electric capacity markets. In addition, 
the FERC is taking steps to expand its 
regulatory reach over non-jurisdiction 
utilities by, for example, effectively 
proscribing the power contracts 
recently executed between the federal 
Western Area Power Administration 
and its customers.  The FERC has also 
moved to require the federal Bonneville 
Power Administration to favor wind 
generators over all of its other statutory 

obligations.  The FERC has also levied a 
fine on the federal Southwestern Power 
Administration – despite the absence of 
clear authority for the agency to impose 
fines on other federal agencies. This case 
is on appeal.

FERC’s authority is limited by statute to 
wholesale transactions. States generally 
have authority over retail transactions.  
That line has blurred. In general, by 
statute, the FERC has limited jurisdiction 
over consumer-owned utilities (co-ops, 
municipals, and public power districts). 
Congress needs to ensure that FERC’s 
actions do not simply eliminate the role of 
consumer-owned utilities.

OVERREACH
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RELIABLE, AFFORDABLE 
SERVICE AT RISK
Aggressive Regulatory Agenda Aimed at Coal

Over the past few years, the 
Environmental Protection Agency (EPA) 
has moved to implement an aggressive 
regulatory agenda that would effectively 
eliminate the use of coal for electric 
power generation.  The EPA regulatory 
agenda could have serious impacts 
on the industry’s ability to provide 
the affordable and reliable service 
that electric consumers expect and 
the law requires. The Mercury and Air 
Toxics Standard (MATS) rule has been 
finalized, and the rule and its compliance 
timeline may result in a resource 
shortage. Major modifications or 
closures of coal-fired generation before 
the year 2015 in our region, in order 
to comply with the rule, will constrain 
resources.  Most generators will make 
the required modifications; however, 
the coordination of generator outages 
to install the required equipment may 
not be possible within the compliance 
timeline. Escalating rates and high risk 
to reliability of service could occur if 
generator retirements cause a resource 
shortage. Utilities will likely react by 
installing generators easy to permit in a 
short timeframe – natural gas.  Natural 
gas, although currently inexpensive 
and abundant, is not without its own 
regulatory (NOx emissions) and 
operational difficulties.  Pipeline capacity 
for the delivery of natural gas is already 
strained during periods of high demand.  
New high-capacity pipelines can take a 
decade or more to construct.  
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Renewable resources cannot fill the 
resource need.  These resources, 
typically wind and solar, are intermittent, 
thus incapable of providing significant 
generating capacity during peak 
system demands by consumers.  The 
electric industry is left with few viable 
alternatives for meeting the potential 
generation shortfall.  

As indicated above, MATS is only one 
of many EPA regulations that, taken 
together, will eliminate the use of coal 
by the electric industry. Aggressive 
regulations and compliance timelines for 
National Ambient Air Quality Standards, 
coal combustion residuals, greenhouse 
gases, cooling water intake structures, 
effluent guidelines, and best available 
retrofit technology leave uncertainty 
and potential risk for affordable and 
reliable service to consumers. 

Of most immediate interest to 
Heartland's members is the EPA's 
final Regional Haze Rule for Wyoming, 
which sets the Best Available Retrofit 
Technologies (BART) requirements 
related to NOx emissions for 
Laramie River Station (LRS), of which 
Heartland has entitlements for 51.3 
MW. Leading up to this Final Rule, the 
state of Wyoming had proposed a 
BART requirement for LRS that did 
not include the need to retrofit LRS 
with Selective Catalytic Reduction 
(SCR) technology. However, in this 
Final Rule, the EPA rejected the 
Wyoming state BART proposal for 
LRS and imposed a stricter and far 
more costly requirement of SCR, 
consistent with EPA's prior proposal, 
as an appropriate BART technology 
requirement. According to EPA, the 
"significant visibility improvement at...
impacted Class 1 areas...supports the 
selection of this option." Final Rule 
at 55. According to EPA, the average 
cost-effectiveness per unit ranges from 

$4,375 to $4,461 per ton, and the 
incremental cost-effectiveness ranges 
from $5,449 to $5,871 per ton, which 
the EPA believes is reasonable. Final 
Rule at 56. Therefore, the final NOx 
BART emission limitation for LRS is 
0.07 lb/MMBtu (30-day rolling average), 
a limit that may not be attainable even 
with the SCRs.

This Final Rule on Regional Haze for 
Wyoming is subject to challenge. 
Overall, the EPA approved BART 
recommendations from the state of 
Wyoming at 10 of its 15 power plant 
units. However, the EPA concludes 
in the Final Rule that more stringent 
measures were needed at three units 
at LRS, as well as the Wyodack Power 
Plant unit near Gillette, and the Dave 
Johnston unit. Environmental groups 
actually believe the EPA was too lenient 
on some of the power plants, where 
the EPA approved the state's BART 
proposal instead of the EPA's own 
earlier, more stringent proposals.

In addition to the Wyoming Regional 
Haze Rule, on January 8, 2014 the EPA 
published in the Federal Register its 
proposed rule to limit carbon emissions 
from new power plants, known as 
New Source Performance Standards, 
or NSPS. The regulation mandates 
that all future coal plants can emit just 
1,100 pounds of carbon dioxide per 
megawatt-hour. This limitation essentially 
requires any new coal plant to install 
carbon capture technologies which are 
not yet commercially available. The rule 
also covers new natural-gas fired plants. 
Natural gas plants, 100 megawatts or 
larger, will be limited to 1,000 pounds 
of carbon dioxide per megawatt-hour, 
while smaller plants could emit no 
more than 1,100 pounds.

Publication in the Federal Register 
triggered the 60-day comment period 

on the proposed NSPS rule. The 
EPA recently extended the deadline 
for comments to May 9. Industry 
representatives have already indicated 
that the proposal will be challenged in 
court.

The EPA is advancing its rules for 
existing coal plants in a separate 
process. Heartland submitted 
comments to the EPA in December of 
2013 addressing the EPA's proposed 
framework for greenhouse gas rules 
for existing power plants under Section 
111(d) of the Clean Air Act. The EPA 
still plans on publishing the draft existing 
plants rule in June of 2014. An agressive 
regulatory proposal will likely have dire 
consequences for Heartland's ability to 
supply low-cost reliable power.

The electric industry has invested 
billions of dollars in clean air.  The 
United States has the cleanest air 
on the planet. Without a near-
term coherent energy policy, viable 
alternatives and an achievable 
compliance paradigm, all consumers will 
pay increasingly higher costs and receive 
less reliable service.   The electric 
industry has a demonstrated record 
of successful compliance with clean air 
standards and reasonable compliance 
timelines. That is an achievable goal that 
is at risk with the current aggressive 
EPA agenda. We are concerned that the 
mercury rule, the new power plants 
rule and the existing power plants rule 
are like a perfect storm. States should 
be given a great deal of discretion 
to respond to their needs. Senator 
Murkawski stressed this point in her 
recent speech before the National 
Association of Regulatory Utility 
Commissioners.

RELIABLE, 
AFFORDABLE 
SERVICE AT RISK
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KEY LEGISLATION
Tax-Exempt Financing

Municipal bonds are the most important 
tool for public power utilities, and local 
governments generally, to finance new 
infrastructure and to maintain and 
upgrade existing infrastucture. The 
President's Fiscal Year 2014 budget 
proposed capping the tax exemption for 
municipal bonds at 28%, while various 
other deficit reduction and tax reform 
proposals would either cap or eliminate 
the exemption all together. Limiting or 
eliminating the income tax exemption 
for interest from municipal bonds would 
reduce investments in vital infrastructure 
across the country and increase the cost 
of electricity for public power customers. 
Ultimately, a disproportionate share 
of this burden will be shouldered by 
those who can least afford it. We are 
strenuously opposed to any efforts to 
limit or eliminate tax-exempt bonds. We 
urge support for the H.Res. 112, the 
"Terry-Neal" resolution, in support of 
municipal bonds.

Public Power Risk Management 
Act

The ability of public power utilities 
to hedge power and fuel prices with 
swaps was inadvertently caught up 
in regulations intended to prevent 
another financial meltdown like 
the one that occurred in 2008. The 
Dodd-Frank Wall Street Reform and 
Consumer Protection Act of 2010 
imposed new requirements on "swap 
dealers and major market participants" 
who transact with "certain special 
entities," including public power and 
natural gas utilities. In implementing 
this legislation, the Commodity Futures 
Trading Commission (CFTC) wrote 
rules that also limited non-financial 
entities' willingness to enter into swap 
transactions with special entities. This 
has inadvertently hurt public power and 
natural gas utilities, many of which rely 
on non-financial entities to hedge against 
power and fuel price risks. Losing these 
non-financial counterparties will increase 
prices and price risks for consumers of 

affected utilities. H.R. 1038, the Public 
Power Risk Management Act, would 
correct the unintended consequences of 
this regulation. The bill passed the House 
in June of 2013 by a unanimous vote 
and its Senate companion bill, S. 1803, 
has garnered 11 cosponsors thus far.

GHG/Environmental Regulations

As noted previously, we are very 
concerned about the potential impacts 
of EPA regulation of greenhouse gas 
emissions from new and existing power 
plants by establishing New Sources 
Performance Standards (NSPS) under 
the Clean Air Act. In its re-proposed 
NSPS for new power plants, EPA would 
require the use of carbon capture and 
sequestration (CCS), a technology that 
is not commercially demonstrated or 
available. As a result, we support the 
Electricity Security and Affordability Act, 
which would prevent the EPA from 
mandating the use of CCS technology to 
reduce CO2 emissions from new coal-
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fired power plants until the technology 
is shown to be commercially available 
and demonstrated.

In addition to GHG regulations, the 
electric utility industry is facing several 
other major air, water and waste 
environmental regulations that, if 
implemented concurrently or within 
a small timeframe, could threaten 
the reliability of the electric grid. 
We support vigorous congressional 
oversight of EPA's regulatory actions 
impacting electric utilities. We support 
federal legislation that requires greater 
consideration of economic impacts 
and reliability before implementing 
regulations and gives utilities more 
time to comply with such regulations. 
We also support legislation that would 
ensure reliability of the electric grid as 
utilities take various actions to comply 
with environmental regulations related 
to criteria pollutants or climate change.

Grid Security

The electric utility industry is the only 
critical infrastructure sector already 
subject to mandatory cybersecurity 
standards. Recent Administration and 
congressional proposals could impose 
additional, duplicative standards on 
utilities and give ambiguous authority to 
industry oversight bodies. We support 
cybersecurity legislation that builds 
on the current NERC-FERC process, 
enhances information sharing between 
the government and electric sector, and 
gives the federal government new, but 
narrowly crafted and limited, authority 
in cybersecurity emergencies. We 
also support continued engagement 
between the governement and the 
industry related to physical security 
concerns, and believe additional 
information-sharing legislation should 
incorporate sharing related to both 
cyber and physical security threats. We 
need to be very careful about new 
mandates. We have been working with 

Dakota State University on enhancing 
monitoring models to improve both 
cyber and physical security. State and 
federal action to increase criminal 
penalties for cyber and physical crimes 
against electric infrastructure should 
be expanded. The recent episode of a 
physical strike on the Metcalf substation 
near San Jose, California underscores 
the grid's vulnerability to physical 
crimes.

We believe that the recently released 
National Institute of Standards and 
Technology (NIST) Cybersecurity 
Framework will help enhance grid 
cybersecurity if it continues to permit 
flexibility in how utilities manage cyber 
risks. We must remember that flexibility 
is important for the Framework to 
continue to adapt to new conditions 
and take into account regional- and 
unit-specific conditions. Furthermore, 
the NIST Cybersecurity Framework 
should continue to develop as a 
complement to the Department 
of Energy's Electricity Sector 
Cybersecurity Capability Maturity 
Model and the mandatory standards of 
NERC. With the establishment of the 
NERC-FERC process, the electric utility 
industry has shown that it has taken 
the issues surrounding cybersecurity 
seriously, but we need to develop not 
only an enterprise-wide response to 
the threat, but also an entire ecosystem 
of industry suppliers and partners. For 
this to happen, information sharing is 
critical and should be legally protected. 
For that to occur, the electric utility 
industry needs federal legislation.

Surface Transporation Board

We continue to be concerned about 
increasing rail rates, and we support 
increased oversight by the Surface 
Transportation Board (STB) and 
controls on exorbitant rail rates for 
moving coal. The 'rate reasonableness' 
process established by the STB is 

unfortunately a time-consuming, 
complex and costly process. As a result, 
the rail industry effectively operates a 
monopoly. For example, the municipal 
utility of Lafayette, LA owns 50 percent 
of a coal-fired power plant in Boyce, 
LA. The facility uses Powder River Basin 
coal. Both the Burlington Northern 
Santa Fe Railway (BNSF) and the Union 
Pacific Railroad (UP) originate coal in 
the Powder River Basin, but only the 
UP serves the last 20 miles into the 
plant in Boyce. The BNSF delivers coal 
approximately 1,480 of the1,500 miles 
to the plant. As a result, the Boyce plant 
is captive to the UP for the last 20 miles 
of the coal movement, but theoretically 
has access to rail competition for 1,480 
miles. However the UP has been able 
to extend its 20 miles of monopoly 
power over the plant to the full 1,500 
miles of coal movement by refusing to 
provide the city of Lafayette separate 
rates for the 1,480 competitive 
segment of the movement and the 20 
miles of captive movement. The UP only 
provides one rate from the Powder 
River Basin to the Boyce plant. The city 
is thus locked out of the competitive 
transportation alternatives that are 
otherwise available for 1,480 miles of 
the movement. The result: increased 
rates of coal transportation and 
increased costs to ratepayers. Pressure 
on coal transportation by increased 
use of rail transportation for oil from 
the Bakken could be relieved, in part, 
with new pipeline capacity, such as the 
Keystone XL pipeline.
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