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of the area’s electricity 
comes from MGE’s two 

dirty coal plants1

MGE has been hiding the truth about its coal addiction.

Over the past 15 years, Madison Gas & Electric (MGE) has 
quietly committed the greater Madison area to rely on two dirty 

coal plants — Columbia and Elm Road — at ratepayers’ expense.
The hundreds of millions of dollars MGE committed in recent 

years to the Columbia and Elm Road coal plants has resulted 
in the highest electricity rates and the largest long-term carbon 
footprint of any utility in Wisconsin. A review of hundreds of 
pages of legal documents reveals the incredible expense involved 
in operating and maintaining the Columbia and Elm Road coal 
plants and calls into question the process by which these expens-
es were approved. As a result of MGE’s decisions, the Madison 
area will be saddled with rising costs and long-term financial 
liability for decades to come unless MGE 
reverses course. 

But the location of the plants well 
outside of Madison, as well as 
the plants’ co-ownership with 
other utilities, has hidden the true 
magnitude of MGE’s coal problem 
from ratepayers. It’s time we 
uncover MGE’s coal truth.
Because of attention garnered by MGE’s 

over-reach in a recent rate scheme and the 
emerging recognition that climate change 
is the defining threat of our generation, 
the truth about the Madison area’s coal 
problem is beginning to emerge. MGE’s 
coal dependency needs to be acknow- 
ledged before we can find solutions.

More than
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COLUMBIA

Columbia is a $4 billion risk!

To date, Public Service Commission of Wisconsin 
(PSCW) has approved nearly $1 billion in retrofits and 
repairs at Columbia, to be paid by utility customers, with 
the utilities earning a rate of return of over 12%. 

 The Columbia Coal Plant is the poster child for the risks   
 of investing in coal. 

Since 2005, MGE and other utilities have pushed for up-
grades, retrofits, and repairs to extend Columbia’s life to 
2038. Once the dust settles, some projects will actually lower 
the plant’s efficiency and the rate of carbon pollution coming 
from Columbia will be the same as it was during the 1970s.    

FACT

COLUMBIA’S
Construction Costs

2005-’15

1975
operation began

Source of 47%
MGE’s electricity

1,023 MW
7.9-8.2 million 
tons of CO2 emissions per 
year, equivalent to the 
emissions of 1.5 million 
cars4

2038 
lifeline thanks to nearly 
$1 billion in recent up-
grades, repairs & retrofits1

Owned by Alliant Energy, MGE & WPSJust as a worker celebrating their 65th birthday can settle into a 
more sedate lifestyle while they look back on past achievements, 
we argue that thermal coal has reached its retirement age.

—Analysts at Goldman Sachs2
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$9.6M
Boiler Reheat
Replacements

$17.6M

2013

Cooling Tower
Replacement

$15.2M
Replace
Generator
Step-up
Transformers
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2006

$17.6M
Economizer &
Superheater
Replacement

2012

$587M
Dry Flue Gas

Desulphurization

$130M
Coal Pulverizer &
Steam Turbine
Replacements

$150M
SCR Construction

on Unit 2

$927 Million
TOTAL

www.repowermadison.org

Future CO2 liability using the Woods Mackenzie
forecast submitted by the utilities in the application for 
the coal pulverizer and steam turbine replacement3
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2010
operation began

Source of 24%
MGE’s electricity1

1,268 MW
2050+ 

expected lifetime

+9% 
CO2 emission rate 

increase with potential 
switch to dirtier coal
Owned by We Energies (WE), 

MGE & WPPI Energy
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ELM ROAD

FACT

GENERATING STATION (ERGS)
MGE committed the Madison area to this brand-new coal plant, 
which has been fraught with ballooning costs and reliability prob-
lems. The Elm Road coal plant is a case study in MGE’s long-run-
ning disconnect with its environmentally conscious customers 
in the Madison area, a major miscalculation by MGE’s leadership 
of the electricity, transmission and fuel markets, and how costly 
missteps actually increased profits for the utilities.

At an initial cost estimate of $2.2 billion, ERGS is the most 
expensive construction project in state history. In addition, 

it ran $191 million over budget and resulted in 
millions more in lawsuits and settlements.

 Elm Road has been a costly disaster for the utility’s ratepayers. 
An expert witness for Charter Steel, Steven Vock of Titus Energy, described how We Energies (the parent 
company of WEPCO) and MGE, with a  guaranteed 12.7% rate of return, used rosy predictions to justify 

the plant and continue to profit from ongoing cost-overruns and under-performance:
In my view, the “full story” should include disclosure of how WEPCO used a perceived need 
for additional reliability as a vehicle to massively increase their profits... This plant turned out to 
be extremely expensive and underutilized. According to WEPCO’s 2013 PSCW annual report, 
ERGS ran at an overall capacity factor of 25%, producing electricity at an “all-in” cost of 14.76 
cents per kWh, which exceeds WEPCO’s average retail price of electricity. Yet, ratepayers were 

obligated for lease payments … delivering a 12.7% rate of return to WEPCO….

—Steven Vock of Titus Energy, in testimony, Sept. 12, 20145

TIMELINE OF ELM ROAD’S
TROUBLE, OVERRUNS & COSTLY MISTAKES

Nov 2012
ERGS reportedly 
$191M over 
budget. PSCW 
approves that 
owners can 
recover 
$141M from 
ratepayers.15

September 2014
We Energies announces plans to spend $62 million to expand coal 
storage for the ERGS and Oak Creek coal plants (the two new units 

and four old units share many fuel handling and storage facilities).

2000
We Energies 
(WE) proposes 
new coal units 
in Oak Creek; 
MGE enters 
talks with WE 
to become a 
co-owner.6

November 2003
PSCW approves WE’s proposal to spend $2.19B to build two 
615MW plants at Elm Road. WE and MGE allowed to earn 
12.7% rate of return on investment, locked in for 30 years.8,9

May 
2003
CUB director 
Steve Hiniker 
publicly comes 
out against the 
proposed coal 
plant: “It’s this 
simple: Rate-
payers cannot 
afford to power 
their future with 
coal.”7

June 
2005
Construction 
begins. At an 
initial $2.2B cost 
estimate, ERGS 
is most expen-
sive construction 
project in state 
history.10

Aug 2008
ERGS owners 
reach settlement 
with Clean 
Wisconsin, Sierra 
Club over the 
damaging once-
through cooling 
system. Settle-
ment provides 
$4M annually 
for 24 years for 
Lake Michgan 
protection efforts 
and projects.11

Dec. 21, 
2009
WE & Bechtel, 
contractor that 
built ERGS, 
settle lawsuit 
over delayed 
construction.  
WE pays 
Bechtel $72M, 
and $12M in 
legal fees.12,13

Feb ‘10, 
Jan ‘11
WE reports 
“commercial 
operation” of 
Unit 1 & 2 on 
Feb. 2, 2010 
and Jan. 12, 
2011, respec-
tively. This is 
important as 
the money the 
utilities make 
on it are tied 
to commercial 
operation.14

June 
2013
WPR reports 
ERGS plant 
“only operated 
about 20% of 
the time” in 
2012. Units 
continued to 
have major 
reliability prob-
lems in 2013 
that question 
the definition 
of “commercial 
operation.”16,17,18

July 2014
Plant owners 
WE, WPPI & 
MGE submit 
application to 
convert ERGS 
to sub- 
bituminous 
coal at cost 
of $26.4M. 
Switching from 
Eastern bitu-
minous coal to 
Western sub- 
bituminous coal 
will increase 
CO2 emission 
rates by 9%.19

+ +
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MGE NEEDS TO COME CLEAN
ABOUT DIRTY COAL
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S 1. MGE’s 225 MW share of the Columbia Coal Plant accounts for 47.2% of MGE’s 2014 sales 

at the avg. 79% capacity factor projected by MGE in PSC Docket 5-CE-138, p. 29, http://psc.
wi.gov/apps35/ERF_view/viewdoc.aspx?docid=111634.  MGE’s 106 MW share of the Elm Road 
Coal Plant accounts for 24.5% of MGE’s 2014 sales at an 87% capacity factor.  The Environ-
mental Impact Statement for Elm Road (Volume 1, April 2003 Wisconsin PSCW/DNR) page 107 
states an expected capacity factor of between 85 to 90%.  Both plants have operated below 
expected capacity in recent years, but ratepayers continue to pay for the construction costs that 
were approved based on the higher capacity AND pay for the replacement power when the coal 
plants are inoperable 

2. http://share.thomsonreuters.com/assets/newsletters/Inside_Dry_Freight/IDF_Jan_26_2015.pdf
3. In the steam turbine application the utility owners of Columbia “recognized the potential for 

monetization of CO2 emissions, and have evaluated the potential economic impact” using the 
Woods Mackenzie forecast that they found to be a “reasonable CO2 price forecast” http://psc.
wi.gov/apps35/ERF_view/viewdoc.aspx?docid=188238, pages 38 and 39

4. Projected CO2 emissions are from the Environmental Assessment for the Coal Pulverizer and 
Turbine Replacement Project http://psc.wi.gov/apps35/ERF_view/viewdoc.aspx?docid=194557 
page 14.  The EPA assumes an average vehicle emits 10,484 pounds of CO2 per year, http://
www3.epa.gov/carbon-footprint-calculator/

5. http://psc.wi.gov/apps35/ERF_view/viewdoc.aspx?docid=218673, Pages 5 and 6
6. http://dailyreporter.com/2003/02/25/we-energies-launches-media-campaign/
7. http://journaltimes.com/news/local/environmental-group-changes-stance-on-oak-creek-power-

plants/article_6018b7ea-29f9-5711-b1f1-7b16474d4747.html
8. https://www.we-energies.com/home/projects/ocpp_expansion.htm
9. http://www.jsonline.com/business/97637214.html
10. https://www.we-energies.com/home/projects/ocpp_expansion.htm
11. http://www.cleanwisconsin.org/index.php?module=cms&page=288
12. http://www.bechtel.com/2009-12-21.html
13. http://www.jsonline.com/business/we-energies-authorized-to-raise-rates-ud7r886-181304291.

html
14. http://psc.wi.gov/apps35/ERF_view/viewdoc.aspx?docid=188207
15. http://www.jsonline.com/business/we-energies-authorized-to-raise-rates-ud7r886-181304291.

html
16. http://www.wpr.org/elm-road-coal-power-plant-pollutes-less-because-it-runs-less
17. http://psc.wi.gov/apps35/ERF_view/viewdoc.aspx?docid=188207
18. ibid
19. http://psc.wi.gov/apps35/ERF_view/viewdoc.aspx?docid=21445
20. http://psc.wi.gov/apps35/ERF_view/viewdoc.aspx?docid=222067, page 4
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This report was supported with funds 
from the Four Lakes Group of the Sierra 
Club. We thank them for their involvement.
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The Columbia and Elm Road coal plants are costly and dirty sources of elec-
tricity for the Madison area and cast a cloud over the cleaner energy future that 
is increasingly sought by the community.

In early 2015, MGE announced it would engage in “Community Energy Conver-
sations,” but the website, www.mge.com/community-conversations, never mentions 
Columbia, Elm Road or even the word “coal.” In fact, the first sentence states that “Our 
energy world is changing rapidly with new technologies such as solar power and smart 
thermostats.” The fact is fewer than 200 MGE customers generate their own electricity, 
supplying less than 1% of MGE’s electrical supply. But, as shown in this report, over 
70% of MGE’s electricity is committed to the Columbia and Elm Road coal plants, and 
MGE is planning to run these plants until 2038 and at least 2050, respectively.

An effective community energy conversation starts with the coal truth, as MGE’s two coal plants are not only its biggest 
source of electricity, but driving higher rates. Buried among the hundreds of pages of regulatory filings in MGE’s 2014 rate 
proposal, the utility admitted to regulators that coal is a primary factor in its request for higher rates:  

“The primary factors contributing to the electric rate increase are: 
1. Environmental upgrades at Columbia... MGE has invested $135 million into the Columbia scrubber and bag house 

project....
2. Increases in American Transmission Company (ATC) network service charges and MidContinent Independent System 

Operator (MISO) costs and charges. 
3. A number of factors that have combined to drive up the Company’s projected fuel costs... projected to be an increase of 

about $8 million... new railroad contracts for the transport of coal... that will further increase MGE’s fuel costs by more 
than $4 million.”20

These factors are directly related to MGE’s over-dependence on old-technology coal plants like Columbia and Elm Road, 
and the high-voltage ATC transmission lines and MISO grid needed to carry that power across the state. Furthermore, all 
three factors are reduced when electricity is produced from distributed resources like solar power that produce electricity 
directly in the area it is used. The high cost of dirty coal should be a leading subject for MGE’s “Community Energy Con-
versations,” and MGE needs to explain to the public how the Columbia and Elm Road coal plants can be unchained from 
Madison’s energy future. 

The high cost of dirty 
coal should be a
leading subject for 
MGE’s “Community
Energy Conversations,” 
and MGE needs to
explain to the public 
how the Columbia and 
Elm Road coal plants 
can be unchained from 
Madison’s energy future. 

Report author: Peter Taglia


