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O 
n February 1, 2010, Rocky Mountain Power (RMP) filed an 
application with the Utah Public Service Commission 
(PSC) to recover nearly $34 million in its first allowed 
“single item” rate case.  During the 2009 General Legisla-
tive Session, Senate Bill 75 passed, permitting utilities to 

file “single item” rate cases to recover the costs of major plant additions.” 
Previously, utilities were required to recover such costs in a full general 
rate case.  
 RMP’s filing requests approval of alternative cost recovery of its 
investment in the Ben Lomond to Terminal Transmission Line and the 
Dave Johnston Generation Unit 3 environmental measures.  Approval of 
this request would result in a retail rate increase of $33.7 million for Utah 
customers. 
 RMP has asked that the $33.7 million in additional revenue re-
quirement be deferred (with interest) until January 1, 2011, at which time 
it will request that the  $33.7 million plus interest, together with an addi-
tional undisclosed rate increase resulting from another single-item rate 
case to be filed in August for the second phase of the Energy Gateway 
transmission project (and perhaps other resources) will be added 
to  rates.   
 The Ben Lomond to Terminal phase of the Energy Gateway trans-
mission project has a capital cost estimated at about $268 million and an 
in-service date by June 30, 2010. Approximately $109.3 million will be 
allocated to Utah.  The Dave Johnston Generation Unit 3 environmental 
improvements have a capital cost estimated at $293 million and an in-
service date by May 31, 2010.  Approximately $112.6 million will be allo-
cated to Utah. 

 RMP is proposing to defer the rate increase until January 11, 
2011.  The company will include its rate spread proposal related to this 
rate case with its second single item rate issue to be filed in August 
2010.  RMP will allocate any revenue increase from those two applica-
tions combined based upon the cost of service study results as deter-
mined in the PSC’s 2009 General Rate Case Order.  The PSC just is-
sued its order in this rate case on the revenue requirement and cost of 
service allocation. 
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Under SB 75 rules, the capital costs for single item rate projects must 
exceed one percent of the utility’s  rate base. 
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B 
ased on declined earnings for 
2009 and a less optimistic outlook 
for 2010, Questar Corp has low-
ered its pre-tax earnings outlook 
for 2010 by about $30 million.  

 Instead of earnings somewhere between 
$1.48 billion and $1.58 billion, Questar said it 
now anticipates those pre-tax, pre-depreciation 
earnings will fall in the $1.45 billion to $1.55 bil-
lion range.  

 Earlier in the week Questar Corp. re-
ported its profit for its 2009 fiscal year declined 
42 percent, primarily the result of those lower 
crude oil and natural gas prices.  Net income for 
its fiscal year ended Dec. 31 was $393.3 million, 
a sharp decline from the profit of $683.8 million 
recorded for 2008.  
 “All Questar business units executed well 
in 2009," Keith Rattie, Questar's chief executive, 
said in a statement announcing the company's 
financial results.  
 He pointed out that Questar Exploration  
& Production, the company subsidiary that looks 
for and produces natural gas and crude oil, saw 
its production increase 11 percent for the year -- 
but the prices it received for its oil and natural 
gas were down.  
 Net income at another company subsidi-
ary, Questar Pipeline, was essentially un-
changed at $58.2 million, the result of a reduc-
tion in expansion activity and lower processing 
revenues and natural gas liquid sales.  
 However, Questar Gas Co.'s net income 
rose 3 percent in 2009. It reported net income of 
$41.6 million last year, compared to $40.2 mil-
lion in 2008. "Our utility earned its allowed return 
for the fifth year in a row in 2009," Rattie said.  

T 
he Utah Public Service Commis-
sion approved a $32.4 million rate 
increase for Rocky Mountain 
Power on February 18, 2010.  The 
2.2 percent increase will go into 

effect immediately.  
 RMP originally requested a $67 million 
in its Utah revenue requirement, but it was 
later reduced to $53 million. 
 “On balance, it is an acceptable result," 
said Dave Eskelsen, spokesman for the utility.  
Eskelsen said the PSC set the company's 
rates at a level that supports the cost of provid-
ing service to its customers.  
 Michele Beck, director of the state's Of-

fice of Consumer Services, believes the in-
crease "was higher than expected ... [or] justi-
fied."  
 "At the 10.6 rate of return the PSC ap-
proved, we believe they should have been 
given an increase of about $15 million less 
than they received."  
 The Division of Public Utilities filed testi-
mony that argued that the rate increase be lim-
ited to $16.7 million. 
 Kevin Higgins, on behalf of the industrial 
customers represent by the Utah Association 
of Energy Users, filed testimony in the rate 
case that called for over $10 million in reduc-
tions in the revenue requirement. 
 A number of issues were assigned to 
working groups that will report back to the PSC 
in November 2010 on the following: load re-
search methods and associated issues; peak 
hour load forecasting methods; and consis-
tency of allocation factors between models. 
 
 

Utah PSC Approves 
$32.4 M Rate Increase 
for RMP 

RMP President Richard Walje said last year 
that the utility needed help covering its 
growing investments in power-generating 
facilities and transmission lines.  

Q uesta r  Low er s 
E a r n i n g s 
Expectations for 2010 

"Natural gas prices in the field [last year] were 
less than half of what they were in 2008," 
Richard Doleshek, Questar's chief financial 
officer said Thursday in a conference call with 
investors and securities analysts.  
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Is the company’s use of natural gas hedging and 
the level of and reliance on market energy af-
fected by the use of an ECAM? 
 After the PSC order was issued, RMP 
filed a motion in the ECAM docket seeking a de-
ferred accounting order for net power costs. 
Based on the conclusion in the PSC’s Report 
and Order, RMP requested that it be allowed to 
begin deferring the difference between the net 
power costs approved in the 2009 General Rate 
Case, and actual net power costs  incurred.   
 The amount deferred would be calculated 
as described in RMP’s application and testimony 
in this docket, and deferral would begin with the 
effective date of new rates from the 2009 Gen-
eral Rate Case.  
 Parties, including UAE, have intervened 
to comment on the request.  

A 
 century-old fight over water from 
Oregon's Klamath Basin ended in 
mid February with signed agree-
ments between parties to remove 
the dams. 

 For decades, American Indian tribes, 
farmers, salmon fishermen and conservation 
groups have fought in courts and centers of 
power over who gets the scarce water in the ba-
sin. 
 One agreement lays out a roadmap for 
removing four hydroelectric dams from the 
Klamath River in Southern Oregon and Northern 
California. The other details how to share water 
between fish and farms and restore the ecologi-
cal balance of the basin. Water will be shut off to 
farms in extreme drought. 
 PacifiCorp, the utility that owns the four 
dams, will not bear the estimated $450 million 
cost for removing the dams. Oregon and Califor-
nia share the costs with surcharges on Pacifi-
Corp customers and a $250 million bond not yet 
approved by California voters. 
 

                                                          (Continued on page 4) 

O 
n February 8, 2010, the Utah 
Public Service Commission is-
sued its order on Rocky Moun-
tain Power’s Energy Cost Ad-
justment Mechanism (ECAM). 

 In June 2009, RMP filed an application 
to establish an ECAM to collect power costs 
outside of a full rate case.  The PSC bifurcated 
the case into two phases:  Phase I to deter-
mine if the an ECAM was in the public interest, 
and if so, Phase II would evaluate what kind of 
ECAM would benefit customers the most. 
 The Company has said the ECAM is 
necessary because of the volatility in the 
prices in electricity and natural gas wholesale 
markets, volatility in retail load, hydro condi-
tions, and wind generation. The Company also 
indicates that coal costs are becoming more 
volatile and out of control.  
 Parties who filed testimony on the case 
include the Division of Public Utilities (DPU), 
the Office of Consumer Services (OCS), UAE, 
Salt Lake Community Action Program 
(SLCAP), Western Resource Advocates 
(WRA) and Wal-Mart.  
 All parties generally opposed the ECAM 
except for the Division of Public Utilities, who 
supported continuing into Phase II, “where an 
appropriate ECAM can be debated and pre-
sented to the PSC for its assessment.” 

 The PSC will allow the Phase II process 
to begin in 2010.  Other issues will be exam-
ined that were raised by the Office of Con-
sumer Services.  These issues include:  
 

Lengthy Era Comes to 
an End for the 
Klamath Dams 

In its order, the PSC noted:  “Several parties 
have objected to an ECAM under any 
circumstances. Contrary to their position, we 
do not believe the evidence presented 
precludes a conclusion that one could design 
an ECAM and use it consistent with the 
public interest.” 

 

RMP Power Cost 
Adjustment Issue 
Moves to Next Phase 



  Monthly Energy UpdateMonthly Energy Update  Page 4 

 

     Utah Association of Energy Users    801.355.4374     February 2010   

I 
n a Feb. 18 letter to President Barack 
Obama, U.S. Reps. Doc Hastings, R-
Wash., and Rob Bishop, R-Utah, ques-
tioned "covert" planning by the U.S. De-
partment of the Interior to lock up at 

least 13 million acres of land in 11 Western 
states. 
 In a news release, Hastings, ranking 
member of the House Natural Resources Com-
mittee, said the internal documents outline a 
plan to designate up to 17 new national monu-
ments under the Antiquities Act at the cost of 
hundreds of millions of dollars, all without con-
gressional approval. Bishop serves as the rank-
ing member of the House Subcommittee on Na-
tional Parks, Forests and Public Lands. 

The lawmakers urged Obama to follow four cri-
teria before making any new designations: 

They should be constrained in size and lim-
ited to contiguous lands owned by the fed-
eral government. 

Designations should be limited to sites that 
clearly "contain historic landmarks, historic 
and prehistoric structures and other objects 
of historic or scientific interest." They should 
not be used as a method for general conser-
vation. 

Private property should be excluded from 
monument designations. 

Designations should be limited to areas that 
face clearly articulated, imminent threats.                                       

        (Continued on page 5) 

(Continued from page 3) 
  
 The dams produce enough power for 
70,000 people.  
 It’s been determined that besides block-
ing salmon, the dams raise water temperatures 
to levels unhealthy for fish. California water au-
thorities have been taking a hard look at the 
toxic algae produced by the dam's reservoirs, 
and river advocates have sued PacifiCorp to fix 
the algae problem. 

 Pressure has been building since Pacifi-
Corp applied for a new 50-year federal operat-
ing license in 2004 and made no provision for 
fish passage, which stops at Iron Gate Dam 
near the Oregon-California border. 
 California and Oregon's governors 
pressed for dam removal after West Coast 
commercial salmon fisheries collapsed in 2006 
because of declines in Klamath River returns,   
 The four dams would begin to come out 
in 2020, provided a U.S. Interior Department 
study finds it in the public interest. A number of 
studies that will be rolled into that determination 
are already under way or completed as part of 
PacifiCorp’s federal license application. The 
utility agreed to allow the decommissioning of 
the dams instead of pursuing a 30- to 50-year 
license to continue operating them, which 
would have required the installation of costly 
fish ladders. 
 The agreements signed also call for 
spending $1 billion in federal funds over the 
next ten years on environmental restoration.   
 Because of the Multi-State Process put 
into place several years to allocate PacifiCorp 
system costs to its six states, Utah ratepayers 
will not be burdened with dam removal costs. 
 U.S. Interior Secretary Ken Salazar said 
the agreements marked the end of one of the 
"most intractable water wars in the country," 
and the beginning of "the largest river restora-

Congress Members 
Question Locking up 
Land in the West 

"It would also have huge ramifications on our 
nation's energy, restricting access to immense 
oil, gas and mineral deposits, as well as 
blocking pipelines and transmission corridors," 
Hastings' office said in the news release. Some 
of the proposed areas include San Rafael Swell 
in Utah, Montana's Northern Prairie and the 
Heart of the Great Basin in Nevada. 

PacifiCorp CEO Greg Abel said the 
agreements fulfilled the company's two goals: 
finding a balance fair to all the parties, and 
protecting the interests of the utility's 
customers.  

http://www.snl.com/InteractiveX/doc.aspx?ID=10767314
http://www.snl.com/InteractiveX/doc.aspx?ID=10767314
http://www.snl.com/InteractiveX/doc.aspx?ID=10767362
http://www.snl.com/InteractiveX/doc.aspx?ID=10767385
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(Continued from page 4) 

 
 Bishop said the abuse of the Antiquities 
Act has particularly affected the West and that 
the act has been abused beyond its original 
intent. "Stakeholders, local officials and com-
munity residents deserve the opportunity to 
provide input and voice their opinions," he 
said. 
 In response to any proposed action un-
der the Antiquities Act, Interior Secretary Ken 
Salazar believes the department should serve 
as wise stewards of the places that matter 
most to Americans, Interior spokeswoman 
Kendra Barkoff said. 
 “For that reason, he has asked DOI's 
bureaus to think about what areas might be 
worth considering for further review for possi-
ble special management or Congressional 
designation," Barkoff said in a statement to 
SNL Energy.  
 "The preliminary internal discussion 
draft reflects some brainstorming discussions 
within [the U.S. Bureau of Land Management], 
but no decisions have been made about 
which areas, if any, might merit more serious 
review and consideration. Secretary Salazar 
believes new designations and conservation 
initiatives work best when they build on local 
efforts to better manage places that are im-
portant to nearby communities." 

F 
earing the Western Climate Initia-
tive may lead to a cap-and-trade 
system that could affect Utah, the 
state House passed a resolution 
urging Gov. Gary Herbert to pull 

out of the initiative. 
 Former Gov. Jon Huntsman Jr., who 
left to become U.S. ambassador to China, en-
tered into the initiative. Now HJR21, a resolu-
tion sponsored by Rep. Mike Noel, R-Kanab, 
asks Gov. Gary Herbert to withdraw. 

Rocky Mt. 
Index Prices 

Feb 10 Jan 10 Feb 09 

Questar 
Pipeline 

$5.06 $5.55 $2.87 

Kern River  $5.24 $5.62 NA 

Northwest 
Pipeline 

$5.24 $5.62 $2.87 

NYMEX 
Futures 
Settlement 

$5.274 $5.814 $4.476 
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 "Everybody knows Utah is highly dependent 
on fossil fuel power," Noel said during a debate on 
the initiative Wednesday. 
 Rep. Lynn Hemingway, D-Holladay, said 
even those who doubt climate change science or 
oppose cap-and-trade should reject the resolution 
and keep the state in the initiative. 
 “If we walk away from the table we don't have 
the voice that we do sitting at the table," Hemingway 
said.  Others said they don't want to participate in 
any discussions leading to carbon taxes or other 
costs for addressing climate change. The resolution 
passed 52-18 and now goes to the Senate. 
 Utah's decision comes just two weeks after 
Arizona Gov. Jan Brewer issued an executive order 
pulling back the state's participation in a regional 
greenhouse gas cap-and-trade plan.  

Utah and Arizona Take 
A c t i o n s  A g a i n s t 
Regional WCI 

 

http://www.sltrib.com/utahpolitics/ci_14465421
http://www.snl.com/InteractiveX/article.aspx?ID=9262968
http://www.snl.com/InteractiveX/article.aspx?ID=10725309
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O 
regon Governor Ted Kulongoski 
said he supports the state 
House in its passage of a com-
promise bill Feb. 10 to reduce 
benefits to wind energy devel-

opers. The legislation's fate now rests with the 
Senate. 
 The measure would save the state 
general fund $55 million for the 2009-2011 
fiscal year biennium and $98 million for the 
2011-2013 biennium, Kulongoski said. The 
measure would cap the total renewable pro-
gram pre-certification costs at $300 million for 
the 2009-2011 biennium.  

 The state Legislature passed bills by 
wide margins in late June 2009 to slash the 
credits, but environmental and consumer 
groups strongly opposed those measures and 
applauded Kulongoski's earlier stance. 
 The Legislature created the business 
energy tax credit in 1979 to provide an incen-
tive for businesses to invest in energy conser-
vation, renewable energy resources, recycling 
and less-polluting transportation fuels. Gener-
ally, the credit was 35% of the certified cost 
taken over five years, but in 2007, the credit 
was increased to 50% over five years for pro-
jects that use or produce renewable energy or 
are renewable energy equipment manufactur-
ing facilities. 
 The tax credit grew increasingly un-
popular as the state struggled to cope with 
increasing budget deficits brought on by the 
economic recession. On Feb. 8, the governor 
released a grim forecast of hundreds of mil-
lions dollars more in revenue deficits over the 
coming years that would leave Oregon about 
$2 billion short to fund services at their current 
level in the 2011-2013 biennium. 

 A three-fifths majority vote in the Senate 
will be required because the measure will raise 
revenue by reducing tax credits. The measure 
was referred to the Senate president's desk Feb. 
11 on first reading. A Senate public hearing was 
scheduled for Feb. 17. 
 “The reforms in House Bill 3680 will 
improve the state's renewable energy incentive 
program, an effort that has successfully attracted 
jobs and investment to Oregon, by ensuring 
greater accountability for taxpayers and certainty 
for the green energy industry. This legislation will 
also allow the program to continue to be a strong 
economic development tool for communities 
across Oregon," Kulongoski said. 
 Just after the House Revenue Committee 
passed the bill Feb. 5, Kulongoski said in an 
earlier news release that the measure would 
modify a state program administering the tax 
credit in order to strengthen accountability and 
oversight, set a cap on program costs, and target 
credits for emerging renewable energy 
technologies by limiting credits for large scale-
wind facilities. 
 The measure would also eliminate the 
practice of multiple applications for one project, 
he said. Critics of the tax credit have accused 
developers of large wind projects of subdividing 
those projects so that they could take further 
advantage of tax credits that were limited for 
individual projects. 
 Kulongoski said the bill follows direction 
from the Oregon Department of Energy and 
Oregon Department of Business Development 
for reforms. Those reforms include establishing 
performance standards for all projects and claw-
back provisions if recipients fall short of those 
standards. 
 In addition to eliminating subdivision of 
large-scale wind projects, the bill would begin 
phasing out the credit for those projects. Credit 
would be limited to $3.5 million for projects over 
10 MW in 2010; $2.5 million in 2011; and $1.5 
million in 2012. 
 However, the measure would extend the 
tax credit benefits for renewable energy 
equipment manufacturers to a sunset date of 
Jan. 1, 2014, to provide more certainty to the 
industry, Kulongoski said. 

Oregon Bill Cuts Wind 
Tax Credit 

The governor vetoed legislation Aug. 7, 2009, 
to eliminate generous tax credits to wind 
developers, but has come under extensive 
criticism for that action.  

http://www.snl.com/InteractiveX/doc.aspx?ID=10733700
http://www.snl.com/InteractiveX/doc.aspx?ID=10730760
http://www.snl.com/InteractiveX/article.aspx?ID=10372692
http://www.snl.com/InteractiveX/article.aspx?ID=9905193
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T 
he Western Climate Initiative 
discusses how to protect the vol-
untary renewable energy market 
from unintended consequences 
of a regional cap-and-trade plan 

in a paper it released in mid-January.  
 Voluntary purchases of renewable en-
ergy credits and carbon offsets, which enable 
individuals, commercial and industrial players 
to invest in green power, have played a sig-
nificant role in expanding renewable energy 
development in the West, chiefly through 
green power programs offered by utilities to 
their customers.  
 Such purchases allow non-utility play-
ers to fund development of renewable re-
sources by helping utilities invest in wind, so-
lar and other forms of green power, by subsi-
dizing the development costs of those alter-
natives to traditional fossil-fuel generation.  
 But if a regional greenhouse gas cap-
and-trade plan isn't implemented optimally, 
the WCI's electricity team warns, voluntary 
purchases of RECs and carbon offsets -- a 
market that has seen a 30-percent rate of 
growth, historically -- could decline precipi-
tously.  

 Renewable generators located in 
capped jurisdictions would no longer contrib-
ute to GHG reductions once a cap is in ef-
fect, because the level of allowable emis-
sions would be determined by a cap imple-
mented by a regional plan, such as that un-
der development by the WCI. 
 Therefore, customers who would have 
opted to participate in their utilities  

green power programs may opt out of them, if 
they see their participation results in no real re-
duction in emissions.  
 To head off a potential blow to the volun-
tary renewables market, the WCI's electricity 
team is recommending that WCI member states 
consider the option of reserving "set asides" for 
voluntary purchases of RECs and carbon offsets. 

T 
he Utah Municipal Power Agency 
(UMPA) is faced with the challenge 
of replacing baseload generation of 
which 40% is provided by coal con-
tracts, many of which expire in five 

to ten years.   
“We’re looking now at extending our equity per-
centage," UMPA general manager Leon Pexton 
said. "We want to own, rather than lease, a good 
share of it. Prices of new resources are much 
higher than the ones that you already have." 
 Constructing new substitutes for the coal 
contracts, however, is a challenge as there are 
no ideal hydro areas and although a new coal 
plant would provide more base capacity, the 
murky politics of building a coal plant make that 
less likely, Pexton said.  Nuclear energy is the 
cleanest, but the most expensive.   
 The bottom line is that there are no inex-
pensive options to replace UMPA's current coal 
contracts, so power rates will be difficult to keep 
down for the cities that UMPA serves:  Provo, 
Spanish Fork, Salem, Nephi, Manti and Levan. 

Municipal Utilities Face 
Planning Challenges  

 

"Consumers motivated primarily by the 
desire to reduce greenhouse gases may 
choose to opt out of the VRE market or 
direct their purchases to uncapped 
jurisdictions," if they see that their 
investments in RECs or carbon offsets no 
longer contribute to a reduction in carbon 
emissions, the team writes.  

 
 

UAE Staff: 
Scott Gutting 

sgutting@energystrat.com 
 

Gary Dodge 
gdodge@hjdlaw.com 

 
Kelly Francone  

kfrancone@energystrat.com 
 

Climate Study Group 
issues WCI Paper 
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T 
he U.S. Environmental Protection 
Agency continues to face the 
heat from outside forces seeking 
to stop its plan to regulate green-
house gases through the Clean 

Air Act. 
 The U.S. Chamber of Commerce on 
Feb. 12 filed a petition challenging the EPA's 
plan to regulate carbon. 
 “The Chamber's legal challenge will 
focus specifically on the inadequacies of the 
process that EPA followed in triggering Clean 
Air Act regulation, and not on scientific issues 
related to climate change or endangerment," 
Steven Law, chief legal officer and general 
counsel of the Chamber of Commerce, said in 
a statement. 
 On Feb. 16, two states got into the ac-
tion as Texas and Virginia filed petitions with 
the EPA asking it to reconsider its finding that 
CO2 and other greenhouse gas emissions en-
danger the public health. 
 The National Mining Association on 
Feb. 17 said it filed a petition for review of the 
endangerment finding with the U.S. Court of 
Appeals for the District of Columbia Circuit. 

 The White House Council on Environ-
mental Quality issued guidance Feb. 18 on 
how federal agencies should consider emis-
sions of CO2 and other GHG in conducting 

 reviews under the National Environmental Policy 
Act. 
 The CEQ is seeking public comment on 
the ways in which federal agencies can improve 
their consideration of the effects of GHG 
emissions. 
 Saying NEPA demands informed, realistic 
decisions, the CEQ said it is proposing to advise 
federal agencies to consider whether analysis of 
the direct and indirect GHG emissions from their 
proposed actions may provide meaningful 
information to decision makers and the public.  
 "Specifically, if a proposed action would 
be reasonably anticipated to cause direct 
emissions of 25,000 metric tons or more of CO2-
equivalent GHG emissions on an annual basis, 
agencies should consider this an indicator that a 
quantitative and qualitative assessment may be 
meaningful to decision makers and the public."  

T 
he failure of Congress to pass 
climate change legislation that will 
put a price on carbon or set a 
national renewable electricity 
standard is hampering the ability of 

electric utilities to make investments in new 
generation, energy officials said Feb. 18 at the 
2010 National Electricity Forum in Wash, D.C. 
 “I don't think it's sunk in on the Hill how 
their reluctance to move forward is affecting not 
long-term decisions, but decisions right now, 
which are going to be with us for a very long 
time," said Ronald Binz, chairman of the 
Colorado Public Utilities Commission. 
 Panelists participating at the forum also 
debated whether markets for energy efficiency 
already exist. 
 FERC Chairman Jon Wellinghoff insisted 
that the answer is no, but Thomas King, 
president of National Grid USA, disagreed, citing 
the many energy efficiency programs and 
markets in which his utility participates. 
 “But are you making money" with those  

                                                          (Continued on page 9) 

EPA Challenged on 
Carbon Regulations 

NATIONAL NEWS 

 

"In concluding that greenhouse gases pose 
serious risks that justify regulation, EPA failed 
to fully examine the far-reaching impacts that 
such regulations could have on American 
mining and the nation's economy. The agency 
arrived at its finding after cavalierly 
disregarding potential economic impacts it, 
itself, identified," National Mining Association 
President Hal Quinn said. 

 

Carbon Uncertainty 
Hinders Utility Planning 

http://www.snl.com/InteractiveX/article.aspx?ID=10735328
http://www.snl.com/InteractiveX/article.aspx?ID=10752249
http://www.snl.com/InteractiveX/article.aspx?ID=10752694
http://www.snl.com/InteractiveX/article.aspx?ID=10763356
http://www.snl.com/InteractiveX/article.aspx?ID=10758839
http://www.snl.com/InteractiveX/article.aspx?ID=10756683
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(Continued from page 8) 

  
energy efficiency efforts, Wellinghoff asked 
the utility head. "Very little," King answered, 
 Wellinghoff added, "then your energy 
efficiency market is not successful." 

 

I 
n a Feb. 22 letter to Sen. Jay Rocke-
feller, D-W.Va., and seven other 
Senate Democrats, U.S. Environ-
mental Protection Agency Adminis-
trator Lisa Jackson said the EPA 

plans to require facilities that already must 
apply for Clean Air Act permits for other 
emissions to address carbon dioxide emis-
sions in their permit applications. 
 “By April of this year, I expect to take 
actions to ensure that no stationary source 
will be required to get a Clean Air Act permit 
to cover its greenhouse gas emissions in cal-
endar year 2010," Jackson said. "Based on 
those anticipated actions, I expect that EPA 
will phase-in permit requirements and regula-
tion of greenhouse gases for large stationary 
sources beginning in calendar year 2011."  
 Jackson said in the first half of 2011, 
only facilities that already are required to ap-
ply for Clean Air Act permits as a result of 
other emissions "will have to address their 
greenhouse gas emissions in their permit ap-
plications."  
 Further, Jackson expects that 
"greenhouse gas emissions from other large 
sources will phase in starting in the latter half 
of 2011. Between the latter half of 2011 and 
2013, I expect that the threshold for permit-
ting will be substantially higher than the 
25,000-ton limit that EPA originally pro-
posed," the letter to the senators said. "In 
any event, EPA does not intend to subject 
the smallest sources to Clean Air Act permit-
ting for greenhouse-gas emissions any 
sooner than 2016." 

 In a Feb. 19 letter to Jackson, Rockefeller 
raised concerns about using the Clean Air Act to 
regulate emissions of carbon dioxide from sta-
tionary sources. "We write with serious economic 
and energy security concerns relating to the po-
tential regulation of greenhouse gases (GHGs) 
from stationary sources under the Clean Air Act. 
Ill-timed or imprudent regulation of GHGs may 
squander critical opportunities for our nation, im-
peding the investment necessary to create jobs 
and position our nation to develop and produce 
its own clean energy." 
 Democratic Sens. Max Baucus of Mon-
tana, Mark Begich of Alaska, Sherrod Brown of 
Ohio, Robert Byrd of West Virginia, Bob Casey 
of Pennsylvania, Carl Levin of Michigan and 
Claire McCaskill of Missouri also signed the let-
ter. 

U 
tilities in the WestConnect re-
gional transmission-planning 
group could feasibly derive 35% 
of their energy demands through 
wind and solar sources and could 

save the region billions of dollars in doing so, ac-
cording to a draft report to be presented Feb. 9 
by the U.S. Department of Energy's National Re-
newable Energy Laboratory. 
 According to a draft of the 305-page re-
port, "Western Wind and Solar Integration 
Study," the WestConnect region, which encom-
passes portions of eight states in the Western 
Interconnection, could feasibly accommodate 
30% wind and 5% solar power with extensive 
cooperation among its various control areas. 
 With that much power coming from wind 
energy sources, utilities in the Western Electricity 
Coordinating Council, the reliability coordinator 
for the Western Interconnection, could save 
about $20 billion per year in operating costs, the 
draft report said. 
        (Continued on page 10) 

 

EPA to Enact CO2 Rules 
in 2011 

 

Renewables in the West 
Could Save Billions of 
Dollars in Operating Costs 

http://www.snl.com/InteractiveX/doc.aspx?ID=10771096
http://www.snl.com/InteractiveX/article.aspx?ID=10770408
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 NREL launched the study in 2007 to 
explore the economic and operating impacts 
of generating up to 35% of electricity on the 
WestConnect utilities' power systems from 
wind, solar PV and concentrating solar 
sources. It is meant to complement the 
DOE's "20% Wind Energy by 2030: Increas-
ing Wind Energy's Contribution to U.S. Elec-
tricity Supply" report, released in 2008, which 
found that 25% of electricity in the Western 
Interconnection would have to come from 
wind energy. Because of this finding, the 
draft report to be presented in February ana-
lyzed a 20% to 30% wind power bracket, 
along with up to 5% of solar energy because 
of the rapidly growing solar industry in the 
West. 
 The report did not include California 
utilities in its analysis because the state has 
already completed its own renewable energy 
integration study. 
 Ultimately, the report concluded that 
the specific locations of future wind and solar 
resources within the WestConnect region are 
not critical, as long as adequate transmission 
infrastructure and cooperation exists. 
 While integrating new renewable 
power generation is expected to drive down 
spot prices, errors in forecasting wind and 
solar power generation also begin to have a 
significant impact on prices, largely because 
peaking power plants need to kick in to cover 
any shortfalls. When generation forecasts 
are low, too many generators will have com-
mitted to deliver and then must be backed 
down to minimum operating levels. 

 To reduce generation shortages due 
to over-forecasting, the report recommends 
increasing the amount of spinning reserves 

Planned in the day-ahead unit commitment.  
 For example, at a 25% renewable energy 
penetration level, total spinning reserve would 
increase more than 13,000 MW in hours of high 
winds. Using demand response instead of com-
mitting additional generation for operating re-
serves would save up to $600 million in operat-
ing costs per year, the report said.  
 The report also found that CO2 emissions 
would be reduced nearly 120 million tons per 
year if wind power accounted for 30% of electric-
ity on the WestConnect utilities' systems.  
 But the upshot of increased renewable 
power, the report said, is that current economic 
conditions, absent of decreased gas prices or 
carbon taxes, favor coal generation over natural 
gas-fired units, so renewable generation tends to 
displace gas-fired generation and leave less op-
erationally flexible coal-fired units still running. 
 In estimating the capacity that wind and 
solar power add to the system, the report said it 
is obvious that "wind generation is added to a 
system for its energy value, not its capacity 
value." Although wind capacity is not zero, the 
study estimated that it tends to fall in the 10% to 
15% range, compared with thermal units that fall 
in the 90% to 95% range.  
 The report presented several scenarios 
with different percentages of electricity gener-
ated from wind and solar sources, different geo-
graphic locations for such sources and a wide-
ranging "array of sensitivities," such as fuel 
costs, energy storage alternatives and the pres-
ence of hydroelectric power generation.  
 It used projections for system loads and 
generation growth in 2017 and weather forecasts 
based on historical weather patterns from 2004 
through 2006. 
 The lab released an eastern U.S. version 
of the same study earlier in January, concluding 
that obtaining and integrating large amounts of 
wind energy into the Eastern Interconnection is 
economically feasible.  
 If that much-needed transmission infra-
structure is built, the report said, the Eastern In-
terconnection could meet 20% to 30% of its en-
ergy demand through onshore and offshore wind 
by 2024. 

"The dayȤahead forecast and renewable 
penetration levels have operational impacts 
beyond just the cost," the report said. "As the 
penetration levels increase, the system can 
become 'overloaded' with generation, at 
times requiring the system to 'spill' some of 
the excess wind energy." 

http://www.snl.com/InteractiveX/article.aspx?ID=7784401
http://www.snl.com/InteractiveX/article.aspx?ID=10604901
http://www.snl.com/InteractiveX/doc.aspx?ID=10604985
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Western Electricity Market Prices 

 
The UAE Monthly Energy Update is provided as an information service to the members of UAE.  UAE is a non-profit trade association consisting of large energy consumers.  The 
purpose of UAE is to keep members informed about issues which affect energy costs and supplies.  Members of UAE share the costs of representing business interests at the 
Utah Public Service Commission in regulatory matters, as well as represent business in energy issues at the legislature.  For information on joining UAE,  please contact:: 
Kelly Francone at: 801.355.4374  or  kfrancone@energystrat.com 
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