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Senators Scale Back Energy Bill
to Gain Support

S Senators John Kerry and Joe Lieberman have offered
to scale back their far-reaching energy and climate bill to
win political support, but agreed with President Barack
Obama that it must include a price on carbon as a means
to cut emissions.

A proposed cap-and-t r ade system that i
would price carbon through the US $14 trillion economy, which has
prompted republicans and ot her

Many Americans are leery of a sweeping new federal program
that will raise their energy bills when their individual purchasing power
has stagnated in recent years. Taxes and other costs have risen as gov-
ernments at all levels look for revenue with the economy struggling to
recover from the 2008 financial crisis.

With a strong anti-incumbent mood around the country, a number
of the 36 senators up for reelection in November want to avoid a contro-
versial climate bill vote before then.

The Kerry-Lieberman legislation has been stalled for months in the
Senate where staffers say it is 10 votes or so short of the 60 needed for

passage. The death of West Virginia Senator Robert Byrd, a Democrat
who supported their bill, has complicated the quest for votes since it is
unclear when a successor will be named.

After meeting with President Obama and a bipartisan group of
senators at the White House, Kerry, a Massachusetts Democrat, and
Lieberman, a Connecticut independent, say they are willing to consider
proposals to initially limit a carbon-pricing system to electric utilities.

The hint of compromise appeared to win support from moderate
Maine Republican Senator Olympia Snowe although other Republicans
were unmoved.

The White House later issued a statement saying that Obama be-
eves Awhen companies pollute,
the environment and their
It also recognizes that some senators opposed pricing carbon.
The statement adds that Obama welcomed other approaches and ideas
that would take dreal steps to
strengthen our national security
A meeting with a bipartisan group of senators on June 29 didn't
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result in any consensus on how to shape a cli-
mate change bill.

Obama told the Republican and Democ-
ratic senators at the meeting that he still be-
lieves "the best way for us to transition to a
clean energy economy is with a bill that makes
clean energy the profitable kind of energy for
America's businesses by putting a price on pol-
lution & because when companies pollute,
they should be responsible for the costs to the
environment and their contribution to climate
change."

However, the White House acknowl-
edged in a statement that not all of the sena-
tors agreed with that approach.

Senate Energy and Natural Resources
Committee Chairman Jeff Bingaman, D-N.M.,
said the idea of capping CO2 emissions only
for electric utilities was discussed during the
meeting.

Bingaman has drafted a legislative pro-
posal for a utility-only carbon cap-and-trade
program, but said he has no plans at the mo-
ment to introduce it in the Senate.

"l think there are ways to redesign either
Kerry-Lieberman or Cantwell-Collins to have
them focus on utility-only, if that decision were
made. | frankly don't know whether the support
would be there to do that or not,” Bingaman
said, referring to an economywide cap-and-
trade bill introduced in the Senate by Sens.
John Kerry, D-Mass., and Joe Lieberman, I-
Conn., and a cap-and-dividend bill introduced
by Sens. Maria Cantwell, D-Wash., and Susan
Collins, R-Maine.

"There was some discussion about it in
our meeting with the president, but it was
somewhat inconclusive," Bingaman added.

Bingaman acknowledged concerns
about the short amount of time left in the legis-
lative calendar to tackle comprehensive energy
and climate change legislation. Many Democ-
rats who favor moving an energy-only bill have
raised concerns that trying to find 60 votes in
the Senate to proceed with a major combined
energy and climate change bill could end with
neither measure being passed. The death of
Sen. Robert Byrd leaves Democrats with only
58 votes.

PacifiCorp WA
Customers Alarmed at
Rate Increase Request

ashington intervenors, in-

cluding large energy con-

sumers, are stunned by

PacifiCorp's proposed 20.9%

rate increase in Washington.
The intervenors said it is the largest the utility has
ever sought in the state.

Serving about 127,000 customers, Pacifi-
Corp said increased power costs due to expiring
below-market contracts are the key reason for the
need to increase its annual revenues by $56.7
million, and it must increase its return on equity.

In its rate case application, PacifiCorp pro-
posed a number of changes to improve its low-
income bill assistance program. Those changes
focus on increasing the funding level, expanding
eligibility criteria and reducing administrative
overhead, the utility said.

Wal-Mart, a large retailer with four facilities
in PacifiCorp's service territory, said it buys 32
million kWh a year from the utility. "Thus, this
matter has the potential to dramatically impact
Wal-Mart's cost of energy for its Washington op-
erations," Wal-Mart and Sam's West said in their
June 1 petition.

The Industrial Customers of Northwest
Utilities, a nonprofit association of large industrial
electric customers in the Pacific Northwest, said
its member companies are looking at an average
21% increase in electric rates. "This is the largest
Washington rate increase ever proposed by
PacifiCorp," the association said in its May 20 pe-
tition to intervene.

"The Company's request arrives only a few
months after it obtained a 5.3% rate increase,
which  PacifiCorp agreed was fair, just,

reasonable and sufficient,” the group continued,

recalling that the association had participated in
that rate case, too. The new rates took effect in
January. PacifiCorp also was granted increases
of 8.5% in 2008 and 6.5% in 2007.

(Continued on Page 3)
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The Washington Utilities and Transporta-
tion Commission on May 12 suspended for up
to 10 months, from June 3 until April 3, 2011,
the tariff revisions PacifiCorp sought in its May
4 rate request.

APaci fi Corp must
tariffs filed in this docket during the suspension
period, unless authorized by the Commission.
The Commission will institute an investigation of
PacifiCorp's books, accounts, practices, activi-
ties, property and operations,” the commission
said in its suspension order.

"Because these increases might injuri-
ously affect the rights and interests of the public
and PacifiCorp has not demonstrated that the
increases would result in rates that are fair, just
and reasonable, the Commission suspends the
tariff filing and will hold public hearings if neces-
sary to determine whether the proposed in-
creases are fair, just and reasonable.”

In written testimony to provide an over-
view of the rate filing, Pacific Power President
Richard Reiten said PacifiCorp is earning a re-
turn on equity in Washington of 1.9% and
needs the rate increase to earn an ROE of
10.6% and maintain the financial integrity of the
company.

The rate increase is based on a test pe-
riod of the 12 months of 2009. An increase in
net power costs in the company's west control
area is a key driver of the rate increase, Reiten
said. When compared to the net power costs
filed in the company's 2009 rate case, net
power costs have increased by $17.5 million on
a Washington-allocated basis, he said.
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"Unfortunately, this increase is primarily driven
by the expiration of several below-market

legacy contracts & the expiration of which is

completely outside the control of the

Company," he said.

Those contracts include a 15-year-old,
below-market contract for supplies of natural
gas to the Hermiston generating plant, whole-
sale power contracts associated with Mid-
Columbia hydroelectric facilities and the Bon-
neville Power Administration, and third-party
firm wheeling contracts, he said.

ACustomers have
low-cost contracts for many years but as they
expire, the Company needs to replace them at
current market prices thereby increasing net
power costs,” Reiten said.

Unlike the company's last two general
rate cases, Reiten said, this case does not in-
clude any major resource additions. Instead,
the investments are of an ongoing nature to
maintain the company's infrastructure.

Washington has only about 8% of Pacifi-
Corp's more than 1.7 million customers across
a six-state region. However, Reiten said, net
electric plant assets allocated to Washington
have increased by about $44 million since the
MidAmerican Energy Holdings Co. subsidiary's
2009 rate case.

Also, that rate case was resolved
through an all-party settlement in which the
company agreed to forgo a higher base rate
increase.

benef.

Aln this case, the [ fo
crease from the last rate case is carried for-
ward as a revenue deficiency into the historic
test period [for the 2010 rate case],"” he said.

AnFor el ement s of reve

other than net power costs, the Company's fil-
ing essentially represents a 'make whole' filing
based on a historical test period."

In its rate case application, PacifiCorp
proposed a number of changes to improve its
low-income bill assistance program. Those
changes focus on increasing the funding level,
expanding eligibility criteria and reducing ad-
ministrative overhead, the utility said.
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Utah PSC Rules onBPA to Spend $2B to
First RMP Single Item Update Transmission

Rate Issue Lines
onneville Power Administration will
n June 15, 2010, the Utah Public spend roughly $2 billion in federal
Service Commission issued its stimulus dollars to enhance power

decision on the .fi.r s trandmsssion difes upgrade mgng in-
rate issue filed by Rocky Moun- frastructure at hydropower dams and restore fish
tain Power in February. populations, the agency announced.
In 2009 the Utah Legislature passed The federal stimulus money approved by
into law Senate Bill 75, which allows for alter- Congress allowed BPA to borrow an additional
native cost recovery 058.25iba jfront thepU.Sa fireasug,dirttriedsingo n s «
for gas or electric utilities. A major plant addi- the total amount of bonds that may be out-
tion is defined as any single capital project that standing to $7.7 billion.
i n total exceeds 1 per ce BRAambuncedhtre first $2 Hilliortiy@oes r a
base set at the most recent general rate case.  jects during a visit by Deputy Secretary of Energy
Rocky Mountain Power (RMP) put the Daniel Poneman, who assessed progress on one
alternative to its first test when it requested al- of the largest: construction of a 500-kilovolt line
ternative cost recovery of the plant additions in between McNary and John Day dams.

the Ben Lomond to Terminal transmission line AThi s I mportant i nvest
and the Dave Johnston Generation Unit emis- west is an example of the Recovery Act at work -
sions control measures. jump-starting the economy, modernizing the na-
RMPG6s applicati on stonsgrtirastruature, defiveringeransveable energy
$33.7 million and requested that the rate in- and enhancing energy independence,” he said in
crease be deferred until January 2011. a statement.
Several parties intervened, including the Overall, BPA plans to spend about $1 bil-

Utah Association of Energy Users. After settle- lion for large power transmission projects, includ-
ment discussions parties filed a stipulation ing the $343 million McNary-John Day line, which
agreeing to a $30. 8 miwllbegioin Orégonceae Mcbhlazy Danm crd@Mife6 s
revenue requirement. The PSC approved the Columbia River into Washington and run parallel

stipulation in its June 15th Order. to it for 75 miles, then cross the river back into
Costs will be deferred until several is- Oregon and end near John Day dam.
sues are determined. These include: So far, construction crews have completed

about 30 miles of line and towers.

1 Timing for recovery
1 Rate design mechanism The line will provide for transmission of an
1 Rate spread among customer classes additional 495 megawatts of wind energy in the
1 Billing determinants Northwest when completed early next year - an
1 Structure of the recoveryd in base rates or [USeCllsTaNeG ISV RS (VG T )

a surcharge integrating the increasing supply of wind power

into the electricity grid.
Also, another issue that must first be

resolved is the Multi-State Process, whichde- " Thi s i s the first project
termines the allocation of costs within Pacifi- the explosion of wind energy in the region, said
Cor p 6date syistem. Steve Wright, BPA administrator..

(Continued on Page 5)
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"We're reaching the point where the amount of
wind power in the region is exceeding the ca-
pability of the transmission lines to handle it."

The project is expected to create 100 to
200 construction jobs.

Another $585 million will be spent to
upgrade smaller, existing transmission sys-
tems, with about $250 million to upgrade aging
infrastructure at five hydropower dams.

B
CAISO Proposes
Transmission Planning
Overhaul to Address
Aggressive RPS

xplaining that changes need to be

made to the way new transmission

infrastructure is planned if California

is to meet its ambitious renewable
portfolio standards and environmental goals,
the California ISO on June 4 asked FERC to
sign off on tariff revisions that would establish
a new class of transmission facilities, i.e.,
those needed to comply with state and federal
policy requirements.

California has committed to meeting
33% of its power supply needs with electricity
generated by renewable resources before
2020, but the state's existing transmission in-
frastructure needs to be significantly expanded
if that is to happen. The Cal-ISO said "It is im-
perative that the Commission promptly ap-
prove the ISO's revised planning process, be-
cause the planning efforts to meet 33 percent
RPS by 2020 need to begin immediately."
Citing the time needed to complete the

siting and project approval processes and
"construct the unprecedented number of new
high voltage transmission facilities that will be
needed," the Cal-ISO said it must begin ad-
dressing these matters in the current planning
cycle so that it can timely identify by March
2011 an initial set of "no-regrets" transmission
lines, which would then still have to be permit-
ted by the proper siting authorities.

Utah Association of Energy Users 801.355.4374

ANDegrets | ineso
needed to deliver power from a renewable en-
ergy zone to major load centers under a variety
of circumstances. The Cal-ISO proposes to use
a "least regrets" system of evaluating alternative
generation development scenarios in order to
minimize the risk of building under-utilized trans-
mission capacity.

If approved, the revised transmission
planning process will be conducted in three
phases. During phase one, to take place during
the first three months of the calendar year, the
Cal-ISO and stakeholders will develop unified
planning assumptions and the grid operator will
simultaneously begin developing a conceptual
plan that examines the transmission needs of
the state as a whole and serves as an input into
phase two of the process.

Because the Cal-ISO is not the only plan-
ning authority in the state, the grid operator may
collaborate with regional/subregional planning
groups when developing the conceptual plan.

Phase two will last 12 months, during
which the Cal-1ISO will develop a comprehensive
transmission plan identifying all the upgrades
and additions required to meet the infrastructure
needs of the grid.

The Cal-ISO proposed to revise its plan-
ning process to create a new class of network
transmission facilities that are needed to meet
state and federal policy requirements, including
renewable portfolio and GHG initiatives.

Such "policy-driven” transmission facili-
ties will be ranked based on a set of criteria
measuring such factors as environmental im-
pact, commercial interest and economic viability
and then assigned to one of two categories:
those facilities to be recommended to the Cal-
ISO's board for approval and those to be consid-
ered during the next planning cycle.

"The two-category approach is necessary
for managing the considerable uncertainty that
exists regarding key external conditions that will
materially affect a determination of what trans-
mission is needed," the Cal-1SO said.

Phase three of the process will feature a
competitive solicitation during which the ISO will
receive proposals from entities interested in
building projects approved in the final phase-two
plan.

June 2010
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State Regulators
Banking on More than
Renewables for GHG

Reductions

tate regulators are banking less on

renewable energy and more on

clean coal technology to achieve

greenhouse gas reductions, accord-

ing to Deloitte's annual survey of
state utility commissioners.

In the "2010 State Utility Commissioner
Survey," released June 7, 40% of state regula-
tors said they believe renewable power sources
are moderately or extremely effective in reduc-
ing emissions. That marks a dramatic drop from
a year ago, when 76% of regulators said they
believed renewables to be at least a moder-
ately effective way of reducing emissions.

Regulators' faith in carbon capture and
sequestration technology, meanwhile, surged
this year, with nearly 62% of state commission-
ers ranking the technology as extremely or
moderately effective. Only 44% of regulators
described clean coal technology as effective in
last year's survey.

Deloitte energy and resources regulatory
policy leader Branko Terzic, who conducted the
survey by e-mail earlier this spring, said he be-
lieves the rise of carbon capture technology
and fall of renewables are directly related.
have more

"I think more regulators now

experience watching the renewables market
and are realizing that expanding renewables is
a little more difficult than they first thought,” said
Terzic, a former

FERC commissioner who
previously served on the Wisconsin Public
Service Commission. "l think more and more
people are also understanding that the wind just
doesn't blow as much we think it does."

Siting wind and solar power plants has
become just as difficult as siting any other
plant, he said, and transmission linking up to
remote renewable resources has proved costly
and controversial.

In fact, regulators identified the high
price to consumers as the largest barrier to re-
newable energy adoption, with transmission
constraints ranking second.

Consumers, meanwhile, appear less will-
ing to subsidize "cleaner" energy resources.
More than a third of regulators, or 34%, said
they believe electricity customers would not ac-
cept a rate increase to mitigate greenhouse gas
emissions, compared with 23.3% in 2009. The
percentage of regulators who felt consumers
would support an increase in costs of up to 5%
annually fell from 55.3% in 2009 to 34.3%.

Nearly all regulators surveyed agreed
that the cost of residential electricity is bound to
rise next year, with environmental compliance
accounting for the bulk of that increase.

The disconnect between consumers' un-
willingness to pay more and the inevitable in-
crease in electricity costs has an increasing
number of utility commissioners looking into
time-of-use rates.

According to the survey, 60% of regula-
tors surveyed said their states are considering
time-of-day rates, and nearly 83% said those
types of rates need to be considered.

AThe message here |
tors are pretty on the ball as to what needs to
happen for us to be able to tolerate increasing
costs and, at the same time, not have a con-
sumer rebellion,” Terzik said.

AnThe only way you ¢c
between costs going up and the concern about
rate impact is to look at the bill impact and say,
‘The only way | can have higher prices and
keep bills the same is if people use less." And
they're only going to use less if we send them
the time-of-day signal,” he said.

That also has prompted regulators to eye
potentially less expensive alternatives to renew-
able power generation, such as small-scale nu-
clear power and clean coal technology, Terzic
said.

Nearly 63% of those polled said small
nuclear reactors, thought to be less costly and
time-consuming than building larger, more tradi-
tional nuclear power plants, would be an
"attractive alternative.”
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FERC Addresses
Transmission Planning
and Cost Allocation

s Congress grapples with vari-

ous climate change and energy

bills, FERC is pushing forward
with a proposal that would re-
quire transmission plans and

cost allocation schemes to be developed on a

regional level, which the agency hopes will

also offer guidance to lawmakers as they

draft federal legislation.

State renewable portfolio standards,
higher natural gas prices and looming federal
policies have created an incentive to plan and
construct renewable generation projects.
Since many of those projects will be wind fa-
cilities located in remote regions far from
where the power they produce will ultimately
be consumed, new high voltage transmission
lines also must be built.

SNL Analyst Glen Boshart said that

FERC's proposal attempts to address the

controversy over how these new transmission

lines should be planned and paid for
Congress has also tried to tackle the

iIssue, with one Senate committee passing a

bill that would boost FERC's transmission au-

thority significantly, but that bill has faced a

backlash from some lawmakers and others
who fear that it would give FERC too much
authority.

"Congress is in limbo,” Boshart said, "so

FERC is pushing forward." FERC's proposal

is welcome because the industry needs
regulators and legislators "to do something to
provide some certainty."”

FERC's NOPR (RM10-23), would re-

quire transmission cost allocation and plan-
ning requirements to be developed on a re-

gional level instead of a broader, and possibly

even an interconnectionwide level.

Page 7

The notice of proposed rulemaking, or
NOPR, also would tackle an issue that recently has
become increasingly controversial: whether incum-
bent utilities should have a right of first refusal, or
ROFR, to build needed new transmission facilities
in their regions. Under the NOPR they would not,
and any existing FERC-approved tariffs or agree-
ments providing such rights would have to be
modified accordingly.

Boshart noted that electric utilities have
threatened to leave their RTOs or ISOs if they are
forced to give up their ROFR, but FERC Chairman
Jon Wellinghoff said such threats would be empty
because under the NOPR, utilities would not have
the ROFR even if they are not a member of an
RTO or ISO.

National RPS Would
Change the Face of REC
Markets

mplementing a national renewable portfolio

standard in the U.S. would add a whole

new level of activity in the marketplace for

renewable energy credits, effectively creat-

ing two completely different markets trad-
ing side by side.

So far, the top candidate for a viable na-
tional RPS comes from Sen. Jeff Bingaman, D-
N.M., whose S 1462, the American Clean Energy
Leadership Act of 2009, passed the Senate Energy
and Natural Resources Committee last year. That
legislation, which could serve as a base for a more
comprehensive energy bill this summer, includes a
renewable energy standard of 15% by 2021.

However, some say the 15% target sets the
bar too low. Sen. Bernard Sanders, I-Vt., last week
pushed for a higher RPS in a letter to Senate Ma-
jority Leader Harry Reid, D-Nev., who is gathering
proposals for the more comprehensive bill.

Noting that the bill allows a portion of the
renewable energy requirement to be met by energy
efficiency, Sanders said the 15% standard is "far
too weak and has in fact already been surpassed
by a number of states across the country."

In a June 17 letter, Sanders urged Reid to
include a renewable electricity standard of 25% by
2025 in the final Senate bill.  (Continued on Page 8)
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ANVhen it comes to an RPS, the devil is
very much in the details. It's true that many
states have achieved 15% renewables, but
the Bingaman bill only counts eligible renew-
ables that were built after January 1, 2006.
That's a fairly restricted pool of supply &
more restricted than the set of renewables
that went into achieving the existing 15% in
many states,” Nicole Fabri, president of Clear
Energy Brokerage told SNL June 24.

Ailf they were to
further, supply would be yet more restricted
and prices would be more robust. Let's just
hope that further negotiations don't allow that
date to slide back," she said. "The way the
law is written has direct impact on the amount
of supply, and the robustness of demand in
the market. And because price is a function of
supply and demand, the way the law is writ-
ten truly affects price."

Under the Bingaman bill, she said, the
existing state REC markets would remain vir-
tually unaffected and would operate side by
side with a newly created federal REC mar-
ket, two completely different markets, working
on their own fundamentals.

A national RPS would allow all eligible
facilities to generate a second REC, a "fed-
REC" that would be tradable separate from
the state REC and the power. Many renew-
able facilities in the country would be generat-
ing two kinds of RECs, both state and federal.

Power companies that already have a
state RPS obligation will continue to be
obliged under that state mandate. However
they will now have an additional obligation
under the national RPS to purchase fed-
RECs. Power companies in states that do not
have RPSs will also have to comply with this
new national mandate.

Under the Bingaman bill, load-serving
entities would be allowed to meet up to 25%
of their RPS compliance with energy effi-
ciency credits.

Another feature of the Bingaman bill is
a three-year banking mechanism that allows
RECs generated but not retired in a given
year to roll over into the next two years and
still be good for compliance.

Users 801.355.4374

Wind Advocates Believe
National RPS Would
Create Jobs

nacting a national renewable electric-
ity standard is one of the most signifi-
cant long-term policies Congress can
establish, as it would create tens of
thousands of additional jobs manufac-

M@rvEwintl Ridikes £h@ doporieits inYtife WUnited

States, according to a report released June 28.

AWind ener gy
promising sources of new manufacturing jobs for
American workers,” Rob Gramlich, senior vice
president of public policy for the American Wind
Energy Association, said in a news release. Gram-
lich said the report, "Winds of Change: A Manufac-
turing Blueprint for the Wind Industry," shows how
a national RES "will build the supply chain and cre-
ate those jobs."

AThi s repor-t
between our goals for energy independence and
creating the clean energy jobs of the future,” Sen.
Sherrod Brown, D-Ohio, said in the release. "This
'manufacturing blueprint' is a critical step toward
ensuring that we don't replace our dependence on
foreign oil with a dependence on Chinese-made
wind turbines. With the right policies, clean energy
will help revitalize American manufacturing.

We must ensure that American manufactur-
ers have the resources they need to build clean
wind energy components and by doing so, help es-
tablish America as a global leader of clean energy
technologies.”

The report from the American Wind En-
ergy Association, the BlueGreen Alliance and the
United Steelworkers shows that the American wind
industry has grown despite the lack of a long-term
and stable market for wind energy or national poli-
cies to support the wind manufacturing sector.

While the growth in wind energy manufac-
turing has grown from 2,500 workers in 2004 to
18,500 in 2009, the report said tens of thousands
of additional jobs manufacturing wind turbines and
components such as towers, gearboxes and bear-
ings could be created if Congress enacts policies
that establish a long-term, stable market.

(Continued on Page 9)
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"Moving to clean energy is just one piece of
the puzzle 0 we need to ensure that
America's clean energy economy is built by
U.S. workers, and creates good

manufacturing jobs," International President
of the United Steelworkers Leo Gerard said
in the release.

In a June 28 teleconference, the
groups called on Congress to pass an RES
requiring that 25% of the nation's electricity
be generated using renewable energy
sources by 2025. In addition to a 25% RES,
the report recommended extending and
strengthening the Recovery Act's convertible
tax credit program, fully funding the Green
Jobs Act, building a transmission grid infra-
structure to meet the nation's demand for
clean energy and using loan guarantee pro-
grams for the commercial manufacturing of
clean energy.

The report recommended that Con-
gress pass legislation introduced by Brown to
create a state-level revolving loan fund to
help small- and medium-sized manufacturers
retool for clean energy markets and adopt en-
ergy-efficient manufacturing.

Global Approach to
GHG Emissions Faces
Steep Climb

he International Energy Agency

sees both great promise and

daunting challenges in slashing

the world's greenhouse gas

emissions over the next four dec-
ades.

There is evidence that the low-carbon
"energy revolution” is under way, but pro-
gress is "fragmented and fragile,” IEA Execu-
tive Director Nobuo Tanaka said July 1. Ta-
naka and other IEA officials were in Washing-
ton, D.C., to release a new report, "Energy
Technology Perspectives," on how to control
global climate change.

The low-carbon revolution might be under
way, but maintaining its momentum will require en-
tities such as the U.S. Department of Energy to
make dramatic increases in funding for research
and development of low-carbon technologies, IEA
officials said.

The report finds that to achieve CO2 emissions
reductions at least cost, developed nations must

reduce their emissions by 70% to 80% from
today's levels, and less-developed countries must
also collectively make CO2 reductions of 30%.

Achieving such reductions, however, will re-
quire international public and private sector invest-
ment of many trillions of U.S. dollars.

Tanaka acknowledged that could be a tough
sell when many industrial countries are wrestling
with budget deficits. "It's a difficult dilemma that all
the governments are now facing,” Tanaka said.

Tanaka added that governments must un-
derstand that it is in their long-term economic secu-
rity interest to develop low-carbon energy. "This is
not doing something for someone else,” he said,;
there is an economic self-interest in shrinking the
carbon footprint of the electric power and transpor-
tation sectors.

The case for low-carbon solutions would be

more compelling if the United States would put a
price on carbon, Tanaka said.
Cutting energy-related CO2 emissions 50% by
2050 could require additional international invest-
ment equaling $46 trillion, said IEA's energy tech-
nology policy head, Peter Taylor.

"This is clearly a very large amount,” Taylor
said. It's important to remember, however, that fig-
ure is not inordinately more than would be spent on
updating the energy sector under a "baseline sce-
nario” where CO2 emissions would roughly double.
IEA officials also said most of the investment over
the years will come through the private sector.

The business-as-usual approach estimates
that a total investment of $270 trillion will be
needed between 2010 and 2050. So all in all, $316
trillion will be needed to cut emissions by 50%, the
IEA said.

One encouraging note is that funding for low
-carbon energy research, deployment and demon-
stration increased by one-third between 2005 and
2008, helping reverse a decline that started in the
1980s.




Monthly Energy Update Page 10

Utilities See Gas Prices Rocky Mt. June 2010 May 2010  June
Tempered by Shale Index Prices 2009

Questar Pipeline $3.50 $3.62 $2.40

hile shale natural gas de-
velopment continues 10 ko n River $3.61 $3.72 $2.69
expand across North
America, the increased
unconventional supply is Northwest $3.61 $3.72 $2.69
becoming a key issue even for Northwest utili- Fipeline
ties, which typically rely more on conventional
supplies from Canada and the Rockies, ac- NYMEX Futures $4.155 $4.271 $3.538
cording to a June 29 hearing before the Ore- Settlement
gon Public Utility Commission.

During its annual natural gas price out-
look, Oregon PUC commissions heard testi-
mony from representatives of the Northwest while electric generation will have the greatest
Gas Association and Oregon's three natural growth, about 1.3% per annum.
gas companies, all of which conveyed a com- Ken Zimmerman, a senior utility analyst with
mon message of ample supply, most notably the Oregon PUC, initiated the hearing by telling the
from shale production, helping to temper gas commissioners that with the Rockies Express
prices into 2011. Pipeline now in operation, there is less natural gas

iShal e gas i <hamer neanling grammehe Rockies formations into the
the natural gas world in general, but in our re- western U.S. As a result, Oregon will need to "pay
gion especially,” Northwest Gas Association more or get less" because an increase in Rockies
Executive Director Dan Kirschner said at the supplies in the short term "doesn't seem likely."
hearing. But thanks to the prolific shale plays

iln 1 mmense pocketnatiomvicle oand theo sehhanedd extraction
the U.S., shale gas is "accessible, prolific and technologies being used, domestic production could
increasingly economic,” Kirschner said. continue to grow even if fewer rigs are deployed,
Assuming prompt-month natural gas futures according to Kevin Christie, director of gas supply at
priced at $6.50/MMBtu, shale gas has the po- Avista Corp.
tential to provide up to 45 Bcf/d to U.S. mar-
kets by 2020, he said.

Some of the most promising shale I
pockets include the Horn River play and the UTAH ASSOCIATION OF ENERGY USERS
Montne_y formapon, both in British Col.umbla. BOARD OF DIRECTORS
According to Kirschner, on a local basis, pro- B )

. : .\ . en Berretté . UTAH STSAIYE UNI ER
duction in British Columbia could double to Teresa Brown é.cHEVIRON
near 6 Bcf/d, more than 80% of which would ) '
be met with unconventional resources such as J ©¢e Carleonec. AMERIQAN P
shale gas and tight gas. Col i n MNRASH TEGHNOEQGY

Kirschner also pointed to muted indus- Mar k. MRARDENDRY & MACHINE COMPANY
trial demand amid the ongoing economic re- Shannon Storrud...HEXCEL
covery but said gas-fired generation could see Don Sturtevant ...SIMPLOT

some growth. During the next 10 years, the Joan Walker-Ratlif..CONOCOPHILLIPS
NWGA base case assumes industrial demand Roger Weir e ATK AEROS|PACE
will show the slowest annual growth, 0.7%, Alex Woodruff... ANADARKO PETROLEUM CORP
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Western Electricity Market Prices

California Oregon Border (COB)
Prices in $/MWh
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Palo Verde
Prices in $/MWh
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Four Corners (€)
Prices in $/MWh
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Mid-Columbia (MidC)
Prices in $/MWh
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North Path 15 (NFL5)
Prices in $/MWh
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The UAE Monthly Energy Update is provided as an information service to the members of UAE. UAE is a non-profit frade 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@energystratcom
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