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Supreme Court Transmission

Decision Seen as a Setback

onsidered a setback by the utility industry, the U.S. Superme

Court on January 19th declined to review a ruling preventing

FERC from siting a transmission line that has been rejected

by a state.

The Edison Electric Institute, American Public Power Asso-
ciation and several other industry trade groups had sought the Supreme
Court's review of the U.S. Court of Appeals for the 4th Circuit's decision.

At issue is a provision of the Energy Policy Act of 2005 allowing
parties to petition FERC to use its backstop authority to site transmission
facilities in areas designated by the U.S. Department of Energy as na-
tional interest electric transmission corridors.

Specifically, the law says FERC's backstop siting authority is trig-
gered by any of five specific circumstances, including when a state siting
authority has "withheld approval for more than 1 year after the filing of an
application" for a permit. In November 2006, FERC issued a final rule,
Order 689 (RM06-12), that interpreted the statute's "withheld approval"
provision to include not only those instances in which a state fails to act
on a siting permit application, but also those in which a state simply de-
nies an application.

After two state utility commissions and two community interest or-
ganizations challenged FERC's conclusion before the 4th Circuit, a three
-judge panel on Feb. 18, 2009, agreed that FERC had read too much
into EPAct and ruled that the federal agency could not overrule a state's
timely rejection of a siting petition. FERC subsequently sought a review
of the decision, noting that one of the judges dissented from the opinion
and citing the importance of the issues involved. The petition was de-
nied by the 4th Circuit without comment.

FERC Chairman Jon Wellinghoff said the 4th Circuit's decision has left
the agency with "extremely limited" backup transmission siting

authority. In fact, he suggested that FERC's authority in this regard now
is virtually nonexistent since any state may essentially kill a needed
project that was planned to cross multiple state lines. Wellinghoff

therefore called on Congress to pass a new law granting FERC backup
siting authority but, conceding that states should have more of a say in
siting matters, agreed that any new legislation should be written in a
way that would be more acceptable to the states.

(Continued on page 2)
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In a brief in opposition, FERC continued
to maintain that the 4th Circuit's ruling inter-
prets the relevant statutes incorrectly and
"could have serious consequences." However,
FERC also insisted that the instant case "is not
an appropriate vehicle for resolving the ques-
tion presented."

The agency explained that the 4th Cir-
cuit reviewed, in the abstract, FERC's statutory
interpretation of EPAct and not an actual trans-
mission siting decision. Moreover, and in con-
trast to the trade groups' assertions, the
agency said "there will be opportunities for
other courts to examine the issue," including if
a party seeking to build a transmission facility
in a national interest corridor outside the 4th
Circuit were to seek a permit from FERC after
having been denied a permit by a state.

FERC also questioned whether the 4th
Circuit even considered its interpretation of
EPAct because the agency stated its position
not in a regulation but in the preamble of a
rulemaking, and it therefore has no immediate,
concrete effect on the parties involved.
"Rather, it will affect them in the future only if
and when FERC issues a permit to build a
transmission line," the agency stated.

A report provided in a transmission fo-
rum on January 26th, stated that state utility
regulators remain "adamantly opposed" to fed-
eral authority over transmission line routing
and siting, but agree that electric transmission
and generation planning requires a major over-
haul. The survey was conducted jointly by
consulting firm Terra Group and the Center for
Energy Economics at the University of Texas
at Austin.

Utility regulators remain concerned that
FERC-sited lines would be overly expensive,
inherently unfair due to "the enormous gap be-
tween local customers and federal bureau-
crats," and would take too long to be approved,
said the report.

Still, some state officials surveyed said
they see FERC playing a bigger role in trans-
mission in the future by, among other things,
planning a more integrated transmission sys-
tem nationwide and exercising strong backstop

siting authority over lines "where states fall
short."

—The problem is
grand design, the transmission superhighway,
which will benefit a few states at the expense of
others," the 20-page report said. "And state au-
thorities have little confidence that federal regu-
lators can successfully balance competing
needs. As one commissioner simply put it, "The
feds will bigfoot you."

The report, presented at the New Chal-
lenges in Siting Transmission Lines Forum in
Washington on Jan. 26, said states' aversion to
federal siting control persists, largely because of
what it refers to as the "over-my-dead-body" fac-
tor. Even while state officials recognize the need
for regional transmission planning, they are gen-
erally unwilling to approve power lines that pri-
marily serve out-of-state customers, according
to the report, "Electric Transmission and Carbon
Reduction: A Survey of Environmental Leaders
and State Regulators."

—To Qquote one
transmission line doesn't help us, | don't want
it," the report said. "At the moment, many states
seem to be prepared to accept limited benefits
from the status quo rather than take a chance
on unproven benefits from 'green superhigh-
ways' at potentially huge cost to ratepayers."

The report recommended that collabora-
tive "route selection committees" be established
to provide a more transparent procedure for
analyzing proposed transmission routes and de-
termining the best options.

I
Oregon

Approves PacifiCorp
Rate Increase

PUC

he Oregon Public Utility Commis-
sion cut PacifiCorp's general rate
increase request approximately in
half Jan. 27, cleaving $46 million
from the utility's original request.
Oregon ratepayers will see rates increase

(Continued on page 3)
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overall by 4.6% effective Feb. 2, instead of
9.1% as the company requested, according to
a PUC news release.

The average monthly bill for a residential
customer will go up about $2.81, from $83.14
to $85.95. That 3.4% increase is based on
using 950 kWh. Rates for commercial

customers will go up 6.8%, and rates for

industrial customers and will

increase 5.4%.

irrigators

PacifiCorp filed for a rate increase of
$92.1 million in April 2009, saying it needed
the increase because of its new investment in
two natural gas-fired power plants, three wind
farms, transmission and distribution upgrades,
and hydroelectric relicensing.

"This decision is the product of a stipu-
lated agreement reached between the utility,
ratepayer advocates and our staff," Commis-
sion Chairman Lee Beyer said in the news re-
lease.

"While we do not like increasing rates in
these economic times, the Commission ac-
cepted the agreement because it fairly recog-
nizes PacifiCorp's growing cost of providing
energy to customers and meeting renewable
energy goals set by the Legislature.”

The PUC order recounted that the In-
dustrial Customers of Northwest Utilities did
not sign the Sept. 25, 2009, agreement, con-
tending that the stipulated agreement is a
"black box" settlement that fails to adequately
identify specific costs or methods used to cal-
culate the proposed rate increase.

The consumer group said it was put in
an "untenable position of only having an over-
all revenue requirement number, but no real
idea how the number was obtained."

The commission replied that "issues in
a general rate case typically reflect judgments
along a continuum of outcomes and can rarely
be reduced to one 'right' number in any cost
category," and that an evidentiary record was
established on the whole that the settlement
will establish just and reasonable rates.

The commission trimmed the company's pro-
posed 8.55% rate of return to 8.08% resulted in
$22.5 million of the rate request cut, and will re-
duce the company's previously authorized
8.16% rate of return, the PUC order said.

The commission also cut $16.3 million in
administrative and general expenses related to
401(k), insurance, workers' compensation and
other expenses, including those associated with
wages, incentives, benefits and pensions.

That did not satisfy the industrial custom-
ers, who argued that all nonunion wage and sal-
ary increases should have been removed from
proposed rates, along with all bonus and incen-
tive compensation, and that the six-state utility
allocated more than a fair share of labor costs to
its Oregon customers.

I
Nuclear Energy

Developers Defend
Potential Utah Project

team of developers aspiring to

build a 3,000-MW nuclear reactor

in south-central Utah defended

their project at a public hearing

held by the Utah Division of Water
Rights on Jan. 13.

The hearing focused on an application by
water conservation districts in Kane and San
Juan counties to divert their downstream water
rights from the Green River to the Blue Castle
Nuclear Power Project, planned for 1,000 acres
near the town of Green River in Emery County.

The two counties have contracted with
the Provo, Utah-based developer to lease the
water rights for 40 years, with the option for an-
other 30-year term. According to a Jan. 13 story
in The Salt Lake Tribune, Kane County will re-
ceive about $1 million per year and San Juan
County $800,000 per year if the plant goes
online.

(Continued on page 4)



http://www.snl.com/InteractiveX/article.aspx?ID=9322251

Monthly Energy Update

Page 4

(Continued from page 3)

The applications to divert water to the
project have been challenged by environmental
and recreation groups, farmers, and the U.S.
Fish and Wildlife Service.

The developers say the plant would use an
estimated 53,600 acre-feet of water per year
from the Green River, less than 2 percent of

the river's water in average years, but 10
percent in years of severe drought, as in 2002
-- the second-lowest year on record for the
Green River.

—The use of this
any measurable changes to the chemistry, tem-
perature, wildlife, fish population, or recrea-
tional uses of the Green River," said Thom
Hardy, chief science officer of the River Sys-
tems Institute, who testified on the developers'
behalf. "Even in times of drought, the use of the
water for the project would only change the
river depth by 1.5 inches or less than."

Blue Castle estimates the Utah Division
of Water Rights will make a decision on the di-
version applications within a year.

CEO Aaron Tilton wrote in a Jan. 13
email that the hearing was "one of the last
steps in gaining regulatory approval for using
the large water leases in the proposed nuclear
power plant."

Blue Castle Holdings is comprised of
Tilton, a former Utah state representative; COO
Thomas Retson, formerly with GE Nuclear En-
ergy; Chief Strategic Officer Nils Diaz, a former
Nuclear Regulatory Commission chairman;
Robert B. Graber, an energy economist for-
merly with GE Power Systems; and Reed
Searle, formerly GM of the Intermountain
Power Agency.

If the project is built, it would likely go
online around 2020 and would cost about $16
billion, according to Blue Castle.

Energy Issues Lined up
for Utah 2010 General
Session

n his —2010 State

last week Governor Herbert put Utahns
on notice that energy would be front
and center at the General Session in

2010.
Herbert said his goal to develop the Utah
—Energy I nitiativel wi

Legislature this year. The Initiative will include
creating a 10-year strategic energy plan whose
purpose is threefold: to ensure Utah's continued

W aadcés$ to ceantahddow-Bo8t enerdly desdirces;

to be on the cutting edge of new energy tech-
nologies; and to foster economic opportunities
and create more jobs.

—We ar e uni quely posi
Energy Corridor, which stretches from Canada
on the north to New Mexico on the south. We
have the generation capacity and the

transmission systems, and we are at the
crossroads of the energy commerce and

transportation infrastructure. Billions of dollars
of future capital investment will be required to
maintain and expand our infrastructure.
Regulatory systems must be in sync with our
long-t er m energy vVvision,

The 2010 General Session opened on
January 25th with several energy bills num-
bered and others lined up waiting for language
to be inserted.

Senate Bill 47 sponsored by Senator
Van Tassell addresses energy efficiency and
conservation for PacifiCorp. The bill would re-
move some of the regulatory oversight at the
Public Service Commission and Office of Con-
sumer Service levels by eliminating hearings
and the need to submit requests to the OCS.
The bill would also impact current energy effi-
ciency programs PacifiCorp currently has in
place.

Senate Bill 85, sponsored by Senator

(Continued on page 5)
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Seegmiller pushes for responsible develop-
ment of nuclear energy. Three bills: House
bills 192, 228, and Senate Bill 104, address
the definition of renewable energy and seek
inclusion of methane gas, solid waste, and
compressed air, respectively, to be consid-
ered renewable energy.

A number of bills addressing state en-
ergy amendments, community development of
renewable energy, loan funds for energy effi-
ciency, etc, await language and numbering
before the bills can be discussed before com-
mittee.

The Legislature begins its second week
on February 1.

Utilities Challenge New
Me X1 coO Ag
Authority to Cap GHG

group including New Mexico's
major utilities has filed suit in
state court to block the state's
Environmental Improvement
Board from adopting regulations
to require New Mexico to cap greenhouse gas
emissions.
El Paso Electric Co., the New Mexico
Rural Electric Cooperative Association, PNM
Resources Inc. subsidiary Public Service Co.
of New Mexico and Tri-State Generation &
Transmission Association Inc. are among a
broader group that includes legislators, busi-
ness and agriculture groups that on Jan. 13
asked the 5th Judicial District of the State of
New Mexico in Lea County to rule that the
board lacks authority under New Mexico law
to impose a cap on greenhouse gases from
emission sources in the state.
They also asked the court to order the
EIB not to conduct further administrative pro-
ceedings on the proposal, the group said in a
news release announcing the suit.
Along with the utilities, plaintiffs include
state Sens. Carroll Leavell and Gay Kernan

Rocky Mt. Jan 10 Dec09 Jan09
Index Prices

Questar $5.55 $4.10 $4,21
Pipeline

Kern River $5.62 $4.19 $4.44
Northwest $5.62 $4.20 $4.43
Pipeline

NYMEX $5.814 $4.486 $6.136
Futures

Settlement

J———— O
state Rep. Donald Bratton, the New Mexico Oil and

Gas Association, the Dairy Producers of New
Me 'coFéhe ewalle jco Farm & Livestock Bureau
ean(ﬁ t §ew M&ico Petroleum Marketers
Association.

In late 2008, the plaintiffs said, New Energy
Economy Inc., a group of activists based in Santa
Fe, N.M., filed a rulemaking petition seeking to have
the Environmental Improvement Board adopt a
statewide cap on greenhouse gas emissions that
would be significantly more restrictive than
congressional proposals for nationwide regulations.

In a series of hearings in 2009, the EIB
agreed to hear New Energy Economy's petition and
ruled that it has jurisdiction to decide the case.

Public hearings about setting a state cap will begin
(Continued on page 6)
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March 1 in Santa Fe, and expert testimony is
scheduled to start June 16.

The New Mexico Legislature created
the EIB to be responsible for the promulgation
of rules and standards for air quality manage-
ment, New Energy Economy said in a news
release in response to the lawsuit.

The U.S. Supreme Court has ruled that the
federal EPA has the authority to regulate
greenhouse gas emissions under the Clean
Air Act, New Energy Economy said, also
noting the U.S. Environmental Protection
December 2009 endangerment
that greenhouse gas

Agency's
finding declaring
emissions constitute a threat to public health
and must be regulated.

The group also pointed to federal ap-
pellate court rulings. The U.S. Courts of Ap-
peal for the 2nd and 5th circuits have issued
separate rulings that private parties may pur-
sue "public nuisance" suits against electric
utilities and other industries for claims involv-
ing climate change. However, New Mexico is
in the 10th Circuit.

—The | awsui't
lutely no merit," New Energy Economy Execu-
tive Director John Fogarty said in the group's
news release. "This is like saying that a doctor
doesn't have the ability to treat asthma."

However, the utilities and legislators
said none of those legal and regulatory devel-
opments gives the EIB authority to regulate
carbon emissions at the state level.

Under the state's Environmental Im-
provement Act and Air Quality Control Act, the
New Mexico Legislature has delegated au-
thority to the EIB to adopt environmental regu-
lations and standards, but the Legislature has
not granted the EIB the authority to consider
regulating greenhouse gas emissions as pro-
posed in the New Energy Economy petition,
the group including utilities said.

—The EI B | acks au

law to adopt air quality regulations without first
establishing the applicable air quality

.standards," the group said in its statement.
"With no national or state air quality standard,
the EIB cannot impose a unilateral cap on
greenhouse emissions in New Mexico."

New Energy Economy's effort would
damage the state's already beleaguered
economy, place the state at a competitive
disadvantage and significantly increase costs for
New Mexico residents and employers, including
manufacturers, the agriculture industry,
universities, military bases, mineral processing
operations, small oil and gas producers, and
utilities, the utilities, legislators and business

groups contended.
B

Environment VS Energy
Debate Revived In CA

n 2008, Gov. Arnold Schwarzenegger
set one of the boldest renewable energy
goals in the country when he said that by
2020, a third of the state's power would
come from renewable sources.

The state has also been at the forefront of
other energy issues like the Western Climate
Initiative.  But those policies come at a steep

f i | e dprige Jaach challangep witha publica Bestignent.
Notes energy writer Daniel Stone, —Ever yone'

for renewable energy, just not when solar or
wind farms block their view or drive down
property values. I

California Sen. Dianne Feinstein revived
the environment vs energy debate last month
with a wilderness designation bill intended to
rope off more than half a million acres of
Southern California land between Joshua Tree
National Park and the Mojave National Preserve,
restricting the area to both solar developers and
off-road vehicles.

Such prime desert land shouldn't be
touched, she has argued, and the accentuated
effects of global warming will make that territory
increasingly valuable to desert wildlife.

That kind of reasoning, though, has some
energy develgpersiagcdsing Feinsteimof pulling
The NIMBY card, wanting renewable energy at

(Continued on page 7)
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but saying "not in my backyard" when looking
at the map. Some of the protected land
would be in California, even though the Mo-
jave's prized ecosystem extends into parts of
Nevada, Arizona, and Utah.

Feinstein cites two reasons why her
proposed area is different. One is that the
public land in question was donated to the
government by conservation groups in 2003
under the condition that it be protected. The
other reason is loftier.

The western Mojave houses several
endangered species, a stretch of the historic
Route 66, sweeping desert vistas, lava flows
and the ancient Amboy volcanic crater. A
blanket of solar panels could threaten it all.
Feinstein's staff would not respond on the
record to criticism of the bill, but directed a
reporter to the senator's public statements.

In January, she said that there were many
places in the California desert "essential and
appropriate" for renewable energy, "but

there are also places that future generations
will thank us for setting aside."

California has other lands, both feder-
ally and state owned, on which solar produc-
ers could relocate their projects. But no place
is perfect; the sun doesn't shine as brightly in
California's Central Valley and the desolate
areas of Arizona or Utah are either too
mountainous or too far from consumption
centers to make transmission viable.

Get too close to populated areas like
San Bernardino and people complain that the
infrastructure ruins the landscape. "There's a
compelling case that any land in the South-
west is too environmentally rich to develop
on; but the fact is, if we want renewable en-
ergy, they have to go somewhere," says Jim
Baak, director of utility-scale policy with Cali-
fornia advocacy group Vote Solar.

Speaking at Yale in 2008, Schwar-
zenegger was more blunt: "They say that we
want renewable energy, but we don't want
you to put it anywhere. | mean, if we cannot
put solar power plants in the Mojave Desert,

Desert, | don't know where the hell we can put

them."

Of 130 applications for solar projects cur-
rently under review by the California Energy
Commission, just over a dozen fall within Fein-
stein's proposed area.

B
Wyoming Planned Energy

Developments Held up by
the Sage Grouse

| t hough it
terms of physical presence, the
greater sage-grouse, a chicken-
type bird, is holding a number of
energy developments hostage.

The issue that hangs over all planned en-
ergy developments in Wyoming is a pending de-
cision by the U.S. Fish and Wildlife Service on
whether to declare the greater sage-grouse, a
bird that lives in the sagebrush plains of the
western United States and Canada, an endan-
gered species.

A ruling is expected by Feb. 26. "Then
we'll have some certainty on where we go next,"
Miller said. "It'll affect virtually everything. The
state of Wyoming will be impacted hugely by a
i sting. |

The agency decided in February 2008 to
conduct an additional review to determine
whether the greater sage-grouse warrants addi-
tional protection. It had concluded in 2005 that
the greater sage-grouse did not need extra pro-
tection, but had to look anew at that conclusion
because of a federal court ruling.

The agency has three options: It can say
a listing of the bird as an endangered species is
not warranted; say a listing is warranted, which
would lead to a rulemaking; or say a listing is
warranted but precluded, which makes the
greater sage-grouse a candidate for future listing
and requires an annual reconsideration of the
bird's status. Protections imposed for the sage-
grouse and its habitat could restrict where new
energy infrastructure in Wyoming — transmis-
sion lines, natural gas pipelines, wind energy fa-
cilities — could be located.

doesn’
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[
Presi dent 0s
Union Speech Keys On
Energy Issues

n his State of the Union speech on

Wednesday, President Obama urged

the U.S. Senate to pass comprehen-

sive energy and climate legislation,

and turned away from any discussion
of cap and trade or putting a price on carbon
to focus on job creation and energy independ-
ence.

To create more clean energy jobs,
more production, more efficiency and more
incentives are needed, he said, highlighting
investment in advanced biofuels.

—And, yes, | said
passing a comprehensive energy and climate
bill with incentives that will finally make clean
energy the profitable kind of energy in Amer-
ica. l

"Providing incentives for energy-efficiency and

clean energy are the right thing to do for our
future, because the nation that leads the clean
energy economy will be the nation that leads
the global economy. And America must be
that nation, Il Preside

But in an appeal that is likely to upset
many in the US and world environmental sec-
tor, he also said that creating more clean en-
ergy production for America and putting more

US <citizens to work,
generation of safe, clean nuclear power plants
i n this
about opening new offshore areas for oil and
gas devel opment . |

He couched the energy and climate in
terms of job creation and fresh investment op-
portunity, as well as a subversion of business
as usual in Washington. He also threw down
opportunities for American innovation as a
gauntlet, pointing to other economies that

Page 8

were forging ahead more quickly in energy
efficiency.

Democratic Senator John Kerry of
Massachusetts, a lead author of the Senate
clifsatd bilgsafd, "@esidenPbfima...) treynthe@
weight of his presidency behind a principled
compromise that prices carbon to reduce
pollution, invests in new energy, and also
embraces nuclear, clean coal, and even drilling."

Kerry is working with South Carolina's
Republican Senator Lindsey Graham (and Joe
Lieberman, Connecticut's Independent Senator,
to produce a bill for Senate floor consideration
before the end of the spring.

To make any progress, the three senators
must court a handful of moderates. So far, only a
few are sending any public signals that their door
is even open to negotiations.

Carbon Markets Seen As
Pushing Ahead-if Energy
Legislation Fails

arbon market activity in the United

States, particularly on a regional

level, will continue to grow even if

climate legislation fails to pass this

year, market sources believe.
—I f t he Senate
anything within the next five months, which |
don't think they will, siate-ievel initiatives will be
reignited," said Milo Sjardin, director of North
American research-carbon markets at New
Energy Finance in New York City.

Aside from the Regional Greenhouse Gas
Initiative -- the first mandatory, market-based
efforh én dhe dJ.S.pte feduepi Gy emissianse w
efforts in California to reduce emissions are

c o—tmatkri ynllg & rodu g9aining gpeed, Sjardimtald SNL Energy.

"If Congress fails to produce a bill this
session, the continuing development of the
Western Climate Initiative and the Midwest
Greenhouse Gas Reduction Accord (both
scheduled to launch in 2012) should boost
carbon market participation,” added Peter
Shattuck, research analyst at Environment
Northeast in Boston.

(Continued on page 9)
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Overwhelmingly considered a bust,
last month's climate change talks held by the
United Nations in Copenhagen failed to ham-
mer out a definitive plan on global emissions
targets, producing instead the Copenhagen
Accord. While the accord, agreed to by 49
industrialized and developing countries, en-
dorses a goal to limit global warming to no
more than 2 degrees Celsius, it is not legally
binding.

But as 2010 gets underway, what
does the lack of a binding agreement in Co-
penhagen mean for the development of a
federal U.S. cap-and-trade scheme?

While reduced demand due to the
economic recession and overall political un-
certainty in the U.S. weighed on carbon
prices during much of 2009, traders indicate
the failure of the Copenhagen summit cre-
ates an even steeper uphill battle for the en-
actment of a climate bill this year and is lean-
ing on prices as well.

"While low
uncertainty have

emissions and
hampered

regulatory
the CCX,

volumes will continue to grow as firms facing
eventual
incorporate

federal or state regulation

climate action into their
operations and seek out experience in
carbon markets," Shattuck told SNL Energy.
"I think that U.S. carbon markets, such as
RGGI and the CCX, will continue to grow in

volume and importance."

In the U.S., the Carbon Financial In-
strument 2010 contract listed on the Chicago
Climate Exchange has fallen to 10 cents per
ton, down from about $1.70/ton in early
January of 20009.

Under RGGI, which consists of 10
Northeast and mid-Atlantic states -- Mary-
land, Connecticut, Delaware, Maine, Massa-
chusetts, New Jersey, New Hampshire, New
York, Rhode lIsland and Vermont -- power
sector CO2 emissions are capped at current
levels through 2014. The cap will then be re-
duced by 2.5% in each of the four years
2015 through 2018, for a total 10% reduction.

Under the Waxman-Markey bill passed by
the House of Representatives in June 2009,
electric utilities, large-industrial sources and
other entities that emit 25,000 tons or more per
year of COZ2-equivalent would be required to
have tradable federal allowances for each ton
emitted into the atmosphere. Starting in 2012,
the sectors would be required to meet a cap of
3% below 2005 levels. That cap increases to
17% below 2005 levels by 2020 and to 83% be-
low 2005 levels by 2050.

The Senate has its own legislation pend-
ing. In December 2009, Sens. Maria Cantwell, D
-Wash., and Susan Collins, R-Maine, unveiled
legislation that would reduce U.S. CO2 emis-
sions by selling "carbon shares" to fuel produc-
ers in an auction and returning 75% of the result-
ing revenue in checks to every American citizen.
The Cantwell-Collins legislation differs from the
other climate change bills in that revenue gener-
ated by carbon permits would come from produc-
ers and importers of coal, natural gas and oil.
Under that approach, the operator of a power
plant that burns coal would not buy carbon per-
mits; the company that mined the coal would.

Pointing out that the Senate already has a
full plate of other issues to address, including
healthcare, ICAP Energy emissions market ana-
lyst Gary Hart told SNL Energy that if major cli-
mate legislation is not passed within the first
quarter, the prospects for passage before the
end of the year look grim.

[
Increasing Wind

Resources Will Add Costs
to System

ind could replace coal and

natural gas for 20 to 30 per-

cent of the electricity used in

the eastern two-thirds of the

United States by 2024, ac-

cording to a study released Wednesday by the
Energy Department.

But doing so would require a reorganiza-

tion of the power grid and a significant

(Continued on page 10)
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increase in costs. And it would have only a
modest impact on cutting emissions linked to
global warming, the study found.

The Energy Department under Presi-
dent Obama has been a proponent of renew-
able energy, and the study tackles one of the
biggest questions involving wind energy:
How much can the power system use and
still remain stable, given that the amount of
electricity generated by wind turbines is as
fickle as the breeze?

The answer, according to the study, is
that heavy reliance on wind energy is
—t echnically
cant expansion of the power grid.

That expansion would require spend-
ing about $93
cording to David Corbus, a senior engineer
at the National Renewable Energy Labora-
tory, which supervised the study. He said
that sum, large as it is on its face, was

Wind
Development
Records in 2009

he U.S. wind industry broke all previ-

ous records by installing nearly

10,000 megawatts (MW) of new

generating capacity in 2009 (enough

to serve over 2.4 million homes), but

still lags in manufacturing, the American Wind

Energy Association (AWEA) said today in its Q4
report.

These new projects place wind power

Energy
Breaks

source of new electricity generation for the coun-
try. Together, the two sources account for about

last year.

—The U.S. wi nd
all installation records in 2009, chalking up the
Recovery Act as a historic success in creating

energy

f easi bl eneck and neck with natural gas as the leadingg n i f

bil |l i or80% of the new capacity added in the country a c -

—really, real |l y smal | jobs, avoiding carbon, and protecting consum- o r
costsl in the power sers,Il said AWEA CEO Deni s
A bigger obstacle is how to overcome wind turbine manufacturing — the canary in the

a political impasse over building power lines, mine --i s down
and how to find, and finance, sites for 10
times more generating capacity.

Adding wind gets progressively more difficult
as the amount used r

intermittent nature and the need for back-up
power generation, according to the study.
Without a better grid, the system would often

waste large amounts of wind power because
at many times during the year, the power grid
would not be able to handle the amount of
power that wind turbines were putting out.

The study covers the Eastern Inter-
connection, which delivers electricity to about
70 percent of the United States population. It
covers North America from Halifax to New
Orleans, and from Miami to Fargo, N.D. A
parallel study for west of the Rockies is un-
der way; the third North American grid covers
most of Texas, which is already heavily de-
pendent on wind.

and needs long-term policy certainty and market
pull in order to grow.

—We need to set
of a national Renewable Electricity Standard
(RES}, in order tc pravice the necessary siability
for manufacturers to expand their U.S. opera-
tions and to seize the historic opportunity we
have today to build up a thriving renewable en-
ergy industry. |l

With 4,041 MW completed, the fourth
quarter was the strongest in the year but still
lower than the fourth quarter of 2008.

The 9,922 MW installed last year expand
the nation’s wind
total wind power generating capacity in the U.S
to over 35,000 MW.

The five-year average annual growth rate
for the industry is now 39%, up from 32% be-
tween 2003 and 2008. U.S. wind projects today
generate enough to power the equivalent of 9.7
million homes.

har d

pl ant

compared to |

t

f
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Western Electricity Market Prices

California Oregon Border (COB) Mead
Prices in $/MWh Prices in $/MWh
100.00 $100.00
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60.00 ‘g:‘_:-g_‘ $60.00
40.00 $40.00 ‘/;\.:-.l:’.
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Palo Verde Four Corners (4C)
Prices in $/MWh Prices in $/MWh
$100.00 100
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Mid-Columbia (MidC) North Path 15 (NFL5)
Prices in $/MWh Prices in $/MWh
$100.00 $100
$80.00 $80
$60.00 $60
$a000 BF———pg——on——4 $40 l¢=_‘ﬂ;.‘
$20.00 $20
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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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