Alberta Reaches $1.36 Billion Deal to Shut Down Coal Plants
by Reid Southwick
Nov. 24, 2016 – The Alberta government will pay 3 coal power producers more than $1 billion over the next 14 years, to compensate them for shutting down their plants early, as part of its climate change agenda.
The province said it is also nearing the end of negotiations over power contract disputes that led to a controversial lawsuit; it reached 3 agreements with companies, though 2 are tentative.
Talks with a 4th player, Calgary-based public utility Enmax, are ongoing.  The deals are the latest in a series of changes the NDP government has made to Alberta’s energy landscape, to cut greenhouse gas (GHG) emissions and produce cleaner power.
The deals are the latest in a series of changes the NDP government has made to Alberta’s energy landscape to cut GHG emissions and produce cleaner power.  “We have chosen to incentivize new investment in clean energy and improve Albertans’ health, by eliminating dangerous air pollution,” Environment Minister Shannon Phillips told reporters.  
The government’s climate change plan aims to shut down all coal-fired plants in Alberta by 2030.  But 6 newer facilities were previously allowed to operate until as late as 2061, leading their owners to call for compensation.
The province will pay TransAlta Corp., ATCO Ltd. and Capital Power Corp., which each own stakes in the plants, a total of $97 million annually over 14 years, beginning in 2017 — for a total cost of almost $1.36 billion.
The compensation will flow from Alberta’s carbon tax on large industrial emitters, and will not lead to higher power bills for consumers, Phillips said.
Capital Power, which will receive $734 million from the total package, called the deal “reasonable,” since it compensates companies for shuttered coal plants, while recognizing some could be converted to produce natural gas.
In exchange for the funds, the company said it agreed to remain active in Alberta’s power market, support communities surrounding the coal facilities through 2030, and fulfill its obligations to workers.
“The province committed to implement its climate leadership plan in a way that would be fair to communities, companies and workers, and avoid unnecessarily stranding capital,” Brian Vaasjo, Capital Power’s CEO, said in a statement.  “Today’s agreement fulfills that promise to our shareholders.”
Details on how each company will be required to support nearby communities were not released.
At the legislature, opposition parties attacked the move.  “For the government to pass the buck to power companies to manage support for affected communities is disgraceful,” Rick Fraser, Progressive Conservative energy critic, said in a statement.  “The livelihood of these communities is about to be decimated because of another ideological NDP decision.  And they are being left to support themselves.”
The NDP government’s massive reforms to the power market, which also include a complete overhaul of the system, are designed to reduce price volatility for consumers while reducing emissions.
But the moves have triggered controversy and some consternation among players in the power system.  The big changes are also expensive.  The agency that oversees the province’s grid estimates it will cost up to $25 billion to replace coal plants, meet the government’s targets for new renewable power generation, and meet future customer demand.  Terry Boston, a U.S. electricity expert hired by the government as a consultant on the coal deal, pegs the cost at $20 billion to $30 billion.
Government ministers this week announced a suite of reforms to the electricity system, amid concerns the province has caused more uncertainty about the future of the power market, at a time it’s trying to attract investment.
The coal deal was not the only news to emerge Thursday.  Government officials said they had also made progress resolving a controversial dispute over power purchase arrangements.
4 companies — Enmax, Capital Power, TransCanada Corp. and AltaGas Ltd. — walked away from the power agreements when the province increased the carbon levy on large industrial emitters. They cited an opt-out clause that allows them to terminate the deals when a change in law makes the power pacts unprofitable or “more unprofitable.”
The province launched a lawsuit challenging the provision.  It would not rule out legislation to retroactively change language in the 16-year-old contracts, a possibility that drew condemnation from Calgary Mayor Naheed Nenshi and the local chamber of commerce.
The government said Thursday that Capital Power and its partners had agreed to pay $39 million into the Balancing Pool, a government agency that manages power contracts, in connection with canceling a power agreement.  The province has dropped Capital Power, which called the deal “fair,” from its ongoing litigation.
“It is important that the uncertainty associated with these issues is behind us, so that we can continue to develop generation opportunities in Alberta, subject only to market and economic signals,” Vaasjo said.
The government said it had reached tentative deals with AltaGas and TransCanada, while talks with Enmax continue.
The publicly owned utility said in a statement there are “complex” matters that have not been resolved.
Given that no other deals have been finalized, government officials said they could not estimate the losses that will be faced by the Balancing Pool after talks are complete.  The province has said consumers could be on the hook for $2 billion, though one government official said Thursday that estimate was for a “worst-case scenario.”
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