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T 
he U.S. Environmental Protection Agency announced May 
13 a final rule that targets greenhouse gas emissions from 
power plants and other large stationary sources. 
The "tailoring" rule creates criteria for determining which sta-
tionary sources and modification projects are subject to per-

mitting requirements for greenhouse gas emissions under the Prevention 
of Significant Deterioration and Title V programs of the Clean Air Act. 
 The new rule takes a phased-in approach "that focuses Clean Air 
Act permitting on the right facilities, at the right time, shielding millions of 
small facilities from permitting requirements," Assistant Administrator 
Gina McCarthy said in a news conference call May 13. She emphasized 
throughout the call that due to some of the 450,000 comments the 
agency received, the EPA decided not to include smaller emitters. The 
final rule focuses on power plants and other industrial operations that are 
responsible for 70% of the greenhouse gases from stationary sources. 

 Starting January 2011, Clean Air Act permitting requirements for 
greenhouse gases will kick in for large facilities that are already obtain-
ing CAA permits for other pollutants. Those facilities will be required to 
include greenhouse gases in their permit if they increase emissions by at 
least 75,000 tons per year. The 25,000 tons per year in the October 
2009 proposal encompassed too many smaller-commercial businesses, 
McCarthy said. 
 The higher threshold is good news for industrial and commercial 
utility customers, who will be spared the permitting process until at least 
2016, according to John Kinsman, senior director of environment for the 
Edison Electric Institute. In addition, the 75,000-tons-per-year threshold 
may also prove beneficial for smaller power plants and peakers, he said.  
  No sources would be subject to CAA permitting requirements due 
solely to greenhouse gas emissions during this phase.  In July 2011, re-
quirements will expand to cover all new facilities with greenhouse gas 
emissions of at least 100,000 tons per year and modifications at existing 
facilities that would increase greenhouse gas emissions by at least 
75,000 tons per year. 
 An additional step outlined in the final rule calls for another rule-
making to begin next year regarding phasing in greenhouse gas  
                (Continued on page 2) 
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The CAA final rule addresses six greenhouse gases: CO2, methane, 
nitrous oxide, hydrofluorocarbons, perfluorocarbons and sulfur 
hexafluoride. 

http://www.snl.com/InteractiveX/article.aspx?ID=10240703
http://www.snl.com/InteractiveX/article.aspx?ID=10240703
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 ―The EPA has set a short timetable for 
implementation, which will undoubtedly cost jobs 
and prevent manufacturers from growing their 
businesses," Keith McCoy, the group's vice 
president of energy and resources policy, said in 
a May 13 statement. "It is clear that the 'tailoring 
rule' sets a dangerous precedent, will limit job 
growth and ultimately will undermine economic 
recovery. We will continue to examine all avail-
able remedies to curtail EPA's power grab." 
 Sen. Lisa Murkowski of Alaska, the rank-
ing Republican on the Senate Energy and Natu-
ral Resources Committee, has warned that bi-
partisan opposition to EPA regulation of CO2 
emissions may prompt legislative action to halt 
certain activities by the agency. 
 The electric utility industry would also 
prefer not to have EPA regulate greenhouse gas 
emissions. "The mode that we're in right now is 
that we're pleased the process is moving for-
ward. We commend the senators for their lead-
ership and for getting the bill this far,"  
 Jim Owen, the group's spokesman, said 
May 12. "Everyone agrees that legislation is bet-
ter than regulation."  
 Owen noted that lawmakers can make 
sure electricity consumers would receive protec-
tions under this bill. 

  
 The agency is also preparing a maximum 
achievable control technology, or MACT, pro-
posal under the CAA that would require a plant-
by-plant standard for various hazardous air pol-
lutants.  
 Jeffrey Holmstead, a law partner with the 
Bracewell & Giuliani law firm and a former assis-
tant administrator of the EPA's air and radiation 
office during the George W. Bush administra-
tion, told SNL Energy that MACT may require 
even smaller plants that are not used much any-
more to put on scrubbers. 

(Continued from  Page 1)  

 

permitting. The agency may also consider 
whether certain smaller sources can be ex-
cluded permanently from the permitting proc-
ess.  
 New or modified power plants and other 
stationary facilities must employ best available 
control technology, or BACT, that reduces 
greenhouse gas emissions in order to receive 
air emissions permits under the CAA. The 
agency has been working on how it will define 
BACT for greenhouse gases from stationary 
sources.  
 McCarthy noted that the permitting proc-
ess is mostly handled by the states but said 
the EPA will develop BACT guidelines to help 
with these determinations. The CAA advisory 
committee is expected to report back in July, 
but no firm deadlines have been made for the 
guidelines, McCarthy said. 
 President Barack Obama has requested 
in the fiscal year 2011 budget $25 million for 
the states to implement greenhouse gas per-
mitting procedures. The agency does not have 
any estimates on how much the final rules will 
cost facilities, McCarthy said, adding that the 
sizes and costs will vary widely. 
 Approximately 900 additional permitting 
actions covering new sources and modifica-
tions to existing sources would be subject to 
review annually, according to EPA estimates. 
In addition, 550 sources will need to obtain op-
erating permits for the first time because of 
their greenhouse gas emissions. 
 The EPA's announcement on the tailor-
ing rule came one day after Sens. John Kerry, 
D-Mass., and Joseph Lieberman, I-Conn., in-
troduced the long-awaited American Power 
Act. The 987-page bill aims to reduce the na-
tion's dependence on foreign energy resources 
and address greenhouse gas emissions 
through a cap-and-trade system and other 
methods.  
 The National Association of Manufactur-
ers did not applaud the agency's efforts. The 
association said the final rule creates uncer-
tainty and adds confusing and costly new per-
mitting requirements.  

A recent article in The Wall Street Journal also 
questioned whether the CAA is flexible enough 
to effectively curb emissions without significantly 
driving up costs. 

http://www.snl.com/InteractiveX/article.aspx?ID=10961302
http://www.snl.com/InteractiveX/article.aspx?ID=11100991
http://www.snl.com/InteractiveX/article.aspx?ID=11107862
http://www.snl.com/InteractiveX/article.aspx?ID=11183451
http://www.snl.com/InteractiveX/article.aspx?ID=11183451
http://www.snl.com/InteractiveX/article.aspx?ID=11117814
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T 
he U.S. Bureau of Land Manage-
ment has found that the Utah seg-
ment of PacifiCorp's Energy Gate-
way transmission project will have 
low to moderate environmental im-

pacts for most of its 145 miles, the federal 
agency said. 
 The Utah office completed the final envi-
ronmental impact statement for the 345-kV/500-
kV Mona to Oquirrh Transmission Corridor Pro-
ject on April 23.  Because portions of the project 
would cross bureau lands, the study is required 
under the National Environmental Policy Act. 
 Following the April 26-May 25 protest 
period, the agency will decide whether to issue 
a right-of-way permit and amend a related re-
source management plan. 
 One segment of the line, from the Utah 
community of Mona, south of Provo, to Limber, 
in the Tooele Valley, would be built at 500 kV 
and initially operated at 345 kV. Two 345-kV 
segments would originate at the planned Lim-
ber substation, one to the Oquirrh substation in 
West Jordan and one to the Terminal substa-
tion in Salt Lake City.  
 PacifiCorp expects to pursue further per-
mits in 2012 and finish the projects in 2013 and 
2014. The project is one segment of eight 
planned as part of the five-state Energy Gate-
way project, connecting eastern Wyoming to 
load centers south and west.  

 They examined 14 route alternatives. 
"The majority of the BLM's Preferred Alterna-
tive is anticipated to have low-to-moderate im-
pacts on the environment, with significant long-
term impacts in only localized areas," the 
staffers said.  
 The BLM's preferred routes, they said, 
would minimize detrimental effects to wildlife 
and vegetation resources or would implement 
mitigation measures after construction. The 
greatest effects would be on views, with ex-
pected "moderate-to-high, long-term impacts 
on visual resources."  
 Effects on air quality; fire danger; and 
geologic, water, cultural and recreational re-
sources are predicted to be minimal. 
 The preferred alternative is also the en-
vironmentally preferred option in each case and 
is among the shortest, though not the shortest, 
of the Mona-to-Limber and Limber-to-Oquirrh 
options.  
 The environmentally preferred Limber-to
-Terminal route is 5 miles longer than the alter-
native; there are no BLM lands along this seg-
ment, so the agency withheld judgment.  
 In terms of cost, the agency's picks are 
again on the lower side of the range: $170.5 
million for Mona to Limber, of a range between 
$170 million and $176 million, and $124.5 mil-
lion for Limber to Oquirrh, of a $121 million to 
$128 million range. There is also a $205 million 
option for the Limber-to-Oquirrh line, which 
would be 18 to 20 miles longer than other alter-
natives by taking a significant jog northward to 
avoid the Butterfield Canyon area.  
 The price tag for the Limber-to-Terminal 
segment could be $167.7 million or $189 mil-
lion, depending on the route selected. 

 

BLM Finalizes Impact 
Study on Utah 
Transmission Line 

The northern Utah area is the fastest-growing 
part of the state, the BLM said, and power 
demand is rising fast, too. "Demand for 
electrical power is increasing at an 
approximate rate of 200 to 250 megawatts 
each year, due to rapid growth and additional 
electricity use by existing customers," agency 
staffers said.  

http://www.snl.com/InteractiveX/snapshot.aspx?ID=4001587
http://www.snl.com/InteractiveX/doc.aspx?ID=11091324
http://www.snl.com/InteractiveX/article.aspx?ID=9602410
http://www.snl.com/InteractiveX/article.aspx?ID=9602410
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 After completion of the spinoff, Keith Rat-
tie, Questar's current chairman, president and 
CEO, would serve as chairman of the board of 
both companies. Charles Stanley would be 
named president and CEO of QEP Resources; 
Richard Doleshek would serve as CFO of QEP 
Resources; Ronald Jibson would be named 
president and CEO of Questar; and Martin Cra-
ven would be named CFO of Questar, the com-
pany said. 
 ―This transaction is a logical step in a 
long-term strategy that has served all Questar 
stakeholders well," Rattie said.  
 "The spin-off would create two top-tier 
companies. QEP Resources would be a high-
growth, diversified E&P business with opera-
tions in several of the most economic natural 
gas plays in the U.S. Questar would be a 
uniquely integrated natural gas company with a 
track record of solid returns on capital, visible 
growth, and the capacity to pay and grow a 
competitive dividend. 

T 
he National Renewable Energy 
Laboratory’s regional renewable 
outlook illustrates the availability of 
all renewable energy sources in the 
region. 

  In total, 73,260 MW of renewable capac-
ity is being developed in the portion of the 
WECC outside of California, representing 71% 
of total planned capacity in the region. Through-
out the rest of the United States, five NERC re-
gions have lower proportions of planned capac-
ity in renewables and four regions are projecting 
a higher planned renewable ratio than the 
WECC. 
 The WECC has more solar resources 
available than any other region in the United 
States, with many areas seeing solar potential of 
greater than 6 kWh per meter squared per day,  
                     (Continued on page 5) 

Q 
uestar Corp. on May 18 said its 
board of directors authorized man-
agement to proceed with a tax-free 
spinoff to shareholders of its natu-
ral gas and oil exploration and pro-

duction and midstream field services busi-
nesses to form an independent, publicly traded 
company to be named QEP Resources Inc. 
 The company said the transaction is 
subject to market conditions, successful re-
structuring of certain credit facilities and final 
approval of certain material agreements by the 
boards of both companies. 
 After the spinoff, Questar would remain 
an integrated natural gas company comprising 
its Wexpro Co., Questar Pipeline Co. and 
Questar Gas Co. subsidiaries. Questar's cor-
porate headquarters would remain in Salt Lake 
City, the company said. 
 QEP Resources Inc. would comprise 
subsidiaries Questar Exploration and Produc-
tion Co., Questar Gas Management Co. and 
Questar Energy Trading Co. Following the 
spinoff, the QEP Resources subsidiaries 
would be renamed QEP Energy, QEP Field 
Services and QEP Marketing, respectively. 
 QEP Resources would be headquar-
tered in Denver, Questar said. 
 The transaction is expected to be com-
pleted within the next three months, Questar 
said. The spinoff would be structured as a pro 
rata dividend of the shares of common stock of 
QEP Resources to Questar shareholders of 
record. The number of outstanding shares of 
Questar held by existing stockholders would 
not change as a result of the spinoff. 

The company said it estimates that QEP 
Resources would have total debt of about 
$1.2 billion on the spin date, with no 
outstanding balance under its revolving credit 
facility. Questar also would have about $1.2 
billion of total debt outstanding on the spin 
date. 

Q u e s t a r  B o a r d 
Approves E&P Spinoff 

 

Regional Renewable 
Report Shows WECC 
H a s  A b u n d a n t 
Resources 

http://www.snl.com/InteractiveX/snapshot.aspx?ID=4007813
http://www.snl.com/InteractiveX/snapshot.aspx?ID=4007813
http://www.snl.com/InteractiveX/article.aspx?ID=11069009
http://www.snl.com/InteractiveX/snapshot.aspx?ID=4112744
http://www.snl.com/InteractiveX/snapshot.aspx?ID=4057163
http://www.snl.com/InteractiveX/snapshot.aspx?ID=4057140
http://www.snl.com/InteractiveX/snapshot.aspx?ID=4142982
http://www.snl.com/InteractiveX/snapshot.aspx?ID=4142982
http://www.snl.com/InteractiveX/snapshot.aspx?ID=4062502
http://www.snl.com/InteractiveX/snapshot.aspx?ID=4115155
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F 
aced with intense lobbying and 
pressure from utilities, the Califor-
nia Public Utility Commission 
(CPUC) backed away from an ear-
lier Renewable Energy Credit 

(RECs) order that would have stopped utilities 
from using RECs from outside the state until 
regulators figure out a way to deal with the is-
sue. 
 The utilities and Gov. Arnold Schwar-
zenegger say that the limits on out-of-state 
green credits would increase the price everyone 
pays for electricity from renewable sources.  
 Proponents of the limits say jobs will be 
lost to other states if there isn’t a requirement 
that a big share of such power is to be gener-
ated by California solar farms and wind tur-
bines. They also say that local consumers don’t 
get the benefits if the clean power they pay for 
is actually delivered elsewhere. 

 Independently –owned utilities in Califor-
nia are required to get a fifth of their power by 
the end of the year from renewable sources. 
 San Diego Gas & Electric Co. has led 
the way in signing contracts for distant power 
generation in order to meet that requirement, 
according to an analysis by the consumer group 
TURN, The Utility Reform Network. 
 Nearly 45 percent of the renewable 
power the utility will buy in coming years will be 
through wind farms in Montana which serve Ca-
nadian cities, said Matt Freedman, a lawyer for 
TURN. 
 ―These are paper transactions designed 
to create the appearance of compliance,‖ he 
said.  
 SDG&E President Michael Niggli sees it 
differently. The power the wind farms    
                                            (Continued on page 6) 

(Continued from page 4) 

and most of the region with the potential for at 
least 5 kWh per mtr. squared per day from so-
lar resources. The region boasts 10,276 MW of 
planned solar capacity, which is a major addi-
tion to the current 165 MW of installed capacity.  
 Solar accounts for about 14% of planned 
renewable capacity and about 10% of total 
planned capacity, including all fuel types. About 
68% of the solar capacity comes from solar 
thermal projects, while the remaining 32% con-
sists of photovoltaic solar projects. 
 The WECC also has a large potential for 
wind energy, particularly in Wyoming, Montana 
and the parts of South Dakota located within 
the region. Currently, 40,111 MW of wind ca-
pacity is planned in the region, representing 
nearly 39% of planned renewable capacity. 
Wind makes up the largest portion of renew-
able projects, with about double the planned  
hydro projects. The projects are distributed 
among the WECC states, with Wyoming seeing 
the most planned wind capacity at 10,122 MW. 
 Biomass waste and biomass wood tech-
nologies represent the smallest percentage of 
planned renewable capacity, at 0.17% and 
0.26%, respectively. . Oregon, Washington and 
northern Idaho are identified as having particu-
larly abundant biomass resources. 

 Overall, the installed renewable capacity 
in the region is made up of 40,977 MW of hy-
droelectric, 7,344 MW of wind, 165 MW of so-
lar, 416 MW of geothermal, 646 MW of bio-
mass wood and 187 MW of biomass waste. 
The region reported 162.3 million MWh of gen-
eration from renewable sources.  
 In 2008, renewables represented 
29.55% of generation. Excluding hydro genera-
tion, other renewable sources generated 17.7 
million MWh in 2008, which represented a little 
more than 4% of total non-hydro generation. 

The WECC possesses almost all of the highly 
favorable geothermal resources in the country, 
with potential sites located in almost all states 
in the region. The current installed capacity of 
416 MW is expected to expand substantially in 
the future as the region has 3,365 MW 
planned, the majority of which is in Nevada. 

CA Commission Backs 
Away from REC Order 

The credits, used in 29 other states, are a way 
to account for the green benefits of solar or 
wind projects separately from the power they 
produce. They allow utilities to meet their green 
goals without having to build wind farms or 
solar projects they don’t need the energy from. 

http://portal.mxlogic.com/redir/?1KrjLuXbUUsr01PGJaReF8z2Iar12nAqYLAWHiJwx65jQ1koIjcr4k-7AifNdTV5UsCCM_ssYrKraX7uIjGbd_evwGuSbEv0PYundKcfc6zASyCepjosujudKndz6Md40tbOdjh0JGTNid40m2oAq83dp-q821Zr5q6y0QjN-7Cd87-q8fxYi9oQgmzW4FQd4VEwdPYfDwedzzqa9JeXb3b1EVphodHSi2
http://portal.mxlogic.com/redir/?1KrjLuXbUUsr01PGJaReF8z2Iar12nAqYLAWHiJwx65jQ1koIjcr4k-7AifNdTV5UsCCM_ssYrKraX7uIjGbd_evwGuSbEv0PYundKcfc6zASyCepjosujudKndz6Md40tbOdjh0JGTNid40m2oAq83dp-q821Zr5q6y0QjN-7Cd87-q8fxYi9oQgmzW4FQd4VEwdPYfDwedzzqa9JeXb3b1EVphodHSi2
http://portal.mxlogic.com/redir/?3sSDuZSnNMUS03DlqlGtih65okS24L8RVv9RmBr1zo2EtbOdjt-hu79FIfT7f6XCOKNTH4WyPvPDUaDJyW7Mc_7BPrz3P1EVdEFzCkS77ATzrBPoNI3h07iYzkQgbqJYkzh05wC96y0PmvCy0wvmNmxEwd4YvxVzi1_Cy3Uv4ymd45E-xat3heq83s_3VU3zrNJ54SDtBxBwQsIEI6ShOebcz6VGV5
http://portal.mxlogic.com/redir/?3sSDuZSnNMUS03DlqlGtih65okS24L8RVv9RmBr1KI9X3jt-hu79FIfT7f6XCOKNTH4WyPvPDUaDJyW7Mc_7BPrz3P1EVdEFzCkS77ATzrBPoNI3h07iYzkQgbqJYkzh05wC96y0PmvCy0wvmNmxEwd4YvxVzi1_Cy3Uv4ymd45E-xat3heq83s_3VU3zpEVdEECQXIIcI6zBB5wTo3j
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Western Climate Initiative.  
 The draft rule defines the conditions that 
would allow the state to implement a GHG cap-and
-trade program as part of the WCI's regional pro-
gram.  
 According to a news release by the Environ-
ment Department, one of the conditions in the draft 
rule is that the state will only participate in the pro-
gram if there are sufficient emissions allowances 
within the WCI to make the trading scheme effi-
cient and cost-effective.  
 Initially, only sources that emit at least 
25,000 tons of CO2 per year would be regulated.  
 Based upon GHG inventories of the state, 
the Environment Department estimates that ap-
proximately 63 sources will fall under the cap. Elec-
tricity generators, and oil and gas refineries and 
compressor plants comprise most of the sources.  
 According to a briefing from the Environ-
ment Department on the draft rule, "the proposed 
cap and trade rule does not directly require facili-
ties to reduce emissions. Instead, the number of 
allowances to emit GHG that are allocated to each 
facility will reduce by 2 percent per year.  
 Facilities that do not reduce their emissions 
will need to purchase allowances in the cap-and-
trade market. Additionally, over time the number of 
pollution allowances available on the market will 
diminish."  

 The state will allocate the allowances free of 
charge, based on the historical emissions and pro-
duction rates of the sources that fall under the cap  
For new sources of emissions coming into the pro-
gram after 2012, the draft rule proposes the estab-
lishment of an allowance reserve. 
 According to the department, a cap-and-
trade program is the cheapest option for cutting 
greenhouse gas emissions.  
  The draft states the proposed regional cap-
and-trade program must contain allowances 
equivalent to no less than 100 million metric tons of 
greenhouse gases before New Mexico participates 
and implements its own cap-and trade scheme. 

(Continued from Page 5)  

produce is put on the grid, and it displaces 
fossil fuels. ―Philosophically, we believe we 
should get the lowest-cost option for our cus-
tomers,‖ he said. 
 Dan Pellissier, Schwarzenegger’s dep-
uty secretary for energy and development, 
said the PUC’s March decision was wrong 
because it violated the U.S. Constitution’s 
commerce clause. 

 Allowing unlimited use of the credits 
will cost jobs, said Sen. Christine Kehoe, who 
supported the limit on RECs.  ―It means more 
jobs may go out of state as energy is pur-
chased elsewhere,‖ she said.  
 PUC member Dian Grueneich was the 
lone vote against reversing the earlier deci-
sion. The decision, she said, could end up 
costing consumers. 
 The March vote, she said, came after 
four years of debate and was a way to ensure 
that the state’s energy policy helped its econ-
omy by encouraging local green-energy jobs. 
Such policies had led to approvals for $6 bil-
lion in transmission projects — including 
SDG&E’s Sunrise Powerlink — and the de-
velopment of 3 gigawatts of new, non-fossil 
fueled power generation, Grueneich said.
 ―Opening the door to unlimited out-
sourcing of renewable energy production 
threatens to strand the investments ratepay-
ers have already made in this transmission 
infrastructure,‖ she said.   

T 
he New Mexico Environment De-
partment released on May 17 a 
draft rule for a carbon cap-and-
trade program in the state, as 
part of its participation in the  

NM Releases Draft Cap
-and-Trade Rule  

―You can’t discriminate against similar 
products made out of state,‖ he said.  And, 
he said, this will help consumers, because 
wind power from Wyoming and Montana is 
20 or 30 percent cheaper than in California. 

The program would begin in 2012. Sources that 
fall under the cap would not be required to 
surrender allowances until after the end of the first 
compliance period in mid-2015. 

 

http://portal.mxlogic.com/redir/?1KrjLuXbUUsr01PGJaReF8z2Iar12nAqYLAWHiJwAjzaAVgYl0HOtvdTV5UsCCM_ssYrKraX7uIjGbd_evwGuSbEv0PYundKcfc6zASyCepjosujudKndz6Md40tbOdjh0JGTNid40m2oAq83dp-q821Zr5q6y0QjN-7Cd87-q8fxYi9oQgmzW4FQd4VEwdPYfDwedEECQkjqtSm6m3hOOyMrU5Si
http://portal.mxlogic.com/redir/?6VJeZXILzxNI07eGQHkWAycaMFI49uhHO-jGJaS0amGHa14TvAnxOqr3ZNPNKVIHItWNeEITYV-2FXoKxY3fNVsSUMYMqejqaoVBdxNVdUSVsScr0Qg1QL8Rd42SHv58Qg1o9yhEwcRDVEw87RIlEq83hf7UuoQwvVEw-7N8Bzh1qfEiDgQjCy0TfM-u0USzsSyyrjKOMOMqemkm3sxeOQNq71eOl
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 The Peterson Institute report also predicted 
the Kerry-Lieberman bill will result in a CO2 allow-
ance price starting at $16.47/ton in 2013 — when 
its carbon market is scheduled to begin regulating 
the power sector — and rise to $55.44/ton by 
2030, the final year in which CO2 allowances are 
freely distributed to emitters after a steady phase-
out period. Filling in some of the years between 
2013 and 2030, Point Carbon projected an aver-
age carbon allowance price of about $26/ton from 
2013 to 2020.  
 ClearView Energy Partners in a May 12 re-
port predicted that the Kerry-Lieberman cap-and-
trade system would result in 2,372 million free al-
lowances being distributed to the electric sector. 
Assuming electric sector CO2 emissions rise from 
2,400 million tons of CO2 in 2008 to 2,500 million 
tons of CO2 by 2013, ClearView's estimate of free 
allowances for the electric sector would result in 
the sector needing to acquire about 128 million 
CO2 allowances. 
 Using the Peterson Institute's prediction of 
$16.47/ton of CO2 in 2013, the electric sector 
would have to pay $2.11 billion in the first year of 
the cap to comply. 
 By comparison, Sanford C. Bernstein & Co. 
LLC analyst Hugh Wynne in a May 14 report pre-
dicted 2,408 million free allowances will be distrib-
uted to the electric sector in 2013, which would cre-
ate a need for the sector to acquire 92 million al-
lowances and offsets if sector emissions are 2,500 
million tons of CO2. 
 Wynne said the first three years of the cap-
and-trade system, from 2013 through 2015, will be 
much easier on the power sector, but compliance 
becomes tougher when free allowances to the sec-
tor take a major drop, from 51% to 35%, as other 
sectors are brought into the carbon market. 
 Compared to the House-passed Waxman-
Markey climate bill, Wynne predicted that regulated 
utilities will need to seek much smaller rate in-
creases in the early years of Kerry-Lieberman, but 
the needed rate increases eventually balance out 
by 2030. Wynne said the regulated utility of AES 
Corp. will need to seek the biggest percentage rate 
increase of any regulated utility as a result of the 
bill, at 3%, but that is only half of the 6% rate in-
crease AES would have needed to recover costs to 
comply with Waxman-Markey. 

I 
ndustry analysts and experts are 
starting to grasp exactly what the re-
cently proposed American Power Act 
will cost the power sector in total dol-
lars, and how it compares to previous 

climate proposals. 
 Sens. John Kerry, D-Mass., and Jo-
seph Lieberman, I-Conn., released the bill 
May 12; on May 20, the Peterson Institute for 
International Economics provided one of the 
first comprehensive studies of the draft legis-
lation, predicting the bill would prompt $41.1 
billion in annual electric sector investment 
from 2011 to 2030.  
 That level of investment is $22.5 billion 
more per year than under a business-as-
usual case, the institute said, meaning the bill 
will essentially drive the power sector to dou-
ble its capital expenditures in the next two 
decades. 
 While $822 billion of investment over 
20 years is no small mountain for the industry 
to climb, Point Carbon in a May 19 report said 
increased emphasis on reducing costs of the 
bill for consumers means reduced subsidies 
for clean energy and energy efficiency com-
pared to previous climate bills. 
 Point Carbon's allowance price predic-
tion for the period was down $5/ton from its 
previous estimate based on Kerry-
Lieberman's proposed price cap of $25/ton in 
2013, growing at the same rate as the con-
sumer price index plus 5%. 
 Emilie Mazzacurati, head of Point Car-
bon's North American Research division, said 
it is realistic to assume that the electric sector 
may have to buy 100 million to 150 million 
CO2 allowances and offsets in 2013.  

NATIONAL NEWS 

Climate Bill Could 
Double CapEx for 
Power Sector 

http://www1.snl.com/InteractiveX/snapshot.aspx?ID=4055465
http://www1.snl.com/InteractiveX/snapshot.aspx?ID=4055465
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  The study also found that using wind and 
solar forecasts in utility operations to predict when 
and where it will be windy and sunny is essential 
for integrating the renewable energy sources in a 
cost-effective manner. In addition, the study recom-
mended that transmission  be built, as appropriate, 
to accommodate renewable energy expansion. 
 The study was undertaken by a team of 
wind, solar and power systems experts across the 
private and public sectors.  
 DOE said the Western Wind and Solar Inte-
gration Study is an important first step in assessing 
the impact of solar and wind energy on the electri-
cal grid. Under the American Recovery and Rein-
vestment Act of 2009, DOE is investing more than 
$26 million to further study the Western Intercon-
nection. 

O 
hio Gov. Ted Strickland, Iowa Gov. 
Chet Culver and Colorado Gov. Bill 
Ritter spoke May 24 in support of 
federal renewable energy legislation.   
 At the opening session of the 

American Wind Energy Association's annual con-
ference in Dallas, the three governors said they 
saw tremendous opportunity in terms of both en-
ergy production and manufacturing, and they 
wanted the biggest slice of it they could get. 
 In what could be a lesson for the federal 
government, Ritter said what many fail to under-
stand is the increased attention states get from  
                                               (Continued on Page 9)  

T 
 
he U.S. Department of Energy's 
National Renewable Energy 
Laboratory released an initial 
study finding that it is technically 

feasible to integrate enough wind and solar 
energy capacity into the Western grid to pro-
duce 35% of its electricity by 2017. 
 The Western Wind and Solar Integra-
tion Study, released May 20, concluded that 
the 35% target does not require extensive ad-
ditional infrastructure but does call for signifi-
cant changes in current operational practice. 
 ―If key changes can be made to stan-
dard operating procedures, our research 
shows that large amounts of wind and solar 
can be incorporated onto the grid without a lot 
of backup generation," NREL's project man-
ager for the study, Debra Lew, said in a news 
release.  
 "When you coordinate the operations 
between utilities across a large geographic 
area, you decrease the effect of the variability 
of wind and solar energy sources, mitigating 
the unpredictability of Mother Nature." 
 The study, released in draft form ear-
lier this year, focuses on the impacts of wind, 
photovoltaics and concentrating solar power 
on the electricity system operated by the 
WestConnect group of utilities in Arizona, 
Colorado, Nevada, New Mexico and Wyo-
ming.  
 WestConnect also includes utilities in 
California, but those were not included be-
cause California had already completed a re-
newable energy integration study, NREL 
noted. 
  It is expected to help utilities across 
the region plan how to ramp up their produc-
tion of renewable energy as they incorporate 
more wind and solar energy plants into the 
power grid.            

DOE Study Shows 
Wind and Solar Could 
Generate 35% of Power 

The study found that if utilities generate 27% of 
their electricity from wind and solar energy across 
the Western Interconnection grid, it would lower 
carbon emissions by 25% to 45%. Existing 
transmission capacity can be more fully utilized to 
reduce the amount of new transmission that 
needs to be built. It also found that coordinating 
the operations of utilities can provide substantial 
savings by reducing the need for additional 
backup generation, including natural gas-burning 
plants. 

 

Governors Call for Federal 
RES Mandate 

http://www.snl.com/InteractiveX/article.aspx?ID=10643107
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economic health depends on America being in the 
top 10 of energy technology. That could not hap-
pen without America's leadership at the highest 
levels now. 
 "Bode said despite the economic downturn, 
the federal economic stimulus act helped make 
2009 a banner year for the wind industry. Installa-
tions hit record levels and the industry added 39 
new manufacturing facilities, but without a perma-
nent policy, Bode said, those gains could erode. 

 Sen. Byron Dorgan, D-N.D a long-term pro-
ponent of wind, said an existing energy bill has a 
15% RES but that he plans to issue an amendment 
for a 20% standard. 
 Overall, he said the country needs to "get 
serious" about incentives for renewable energy. 
 ―We need a plan. Yes, that plan will need 
digging and drilling, but it will also, in my judgment, 
include maximizing the production of renewable 
energy in this country," Dorgan said.  
 "First, let's set national goals. Let's set goals 
for everybody that say, hey, here's where America 
is headed — 20% at least." 
 Governor Strickland, meanwhile, said while 
his state has come later to the game than Iowa, the 
jobs potential is seen as a major opportunity given 
Ohio's manufacturing base.  
 ―Today in Ohio about 90% of our electricity 
comes from coal," Strickland said. "So when you 
consider that we … were willing and able to pass a 
strong renewable energy standard. I think that says 
a lot about our commitment to renewable energy in 
Ohio. We can choose to go forward in a robust 
manner, or we can choose not to." 
  

(Continued from Page 8)  

  
investors when they implement a strong re-
newable energy standard (RES). C o l o r a d o 
implemented its first standard in 2004 via a 
ballot initiative but has since increased it 
twice, most recently earlier this year, to 30%. 
 With each increase, Ritter said, more 
companies have begun looking at the state, 
and those companies have gotten more seri-
ous.  
 Ritter said his state had benefited from 
investments by the U.S. Department of En-
ergy's National Renewable Energy Labora-
tory, as well as by wind turbine component 
manufacturers Siemens and Vestas.  
 Culver added to the call for legislation, 
noting that even though his state has pushed 
through many renewable energy initiatives, 
Iowa cannot do it all independently.  
 ―We are limited at what we can do at 
the state level," Culver said, calling an RES a 
"very basic" statement and policy initiative.  
 Strickland, meanwhile, said while his 
state has come later to the game than Iowa, 
the jobs potential is seen as a major opportu-
nity given Ohio's manufacturing base.  
 AWEA CEO Denise Bode strongly 
supports a federal mandate. "For us to take 
off, Congress must — I repeat, must — enact 
a national renewable electric standard to 
send a long-term signal to the industry, to at-
tract wind turbine investment on a large 
scale," Bode said.  
 ―Eighty-five percent of Americans sup-
port an RES because wind is clean and 
would cut down on fossil fuel  emissions, and 
82% of Americans support an RES because it 
would strengthen energy security." 
 Congress has several major issues in 
front of it, including financial reform and the 
Kerry-Lieberman climate bill, neither of which 
mentions an RES. Additionally, this year is an 
election year, so legislative activity will likely 
slow down in the next several months.  
 ―Congress, by not acting, is allowing 
our lighthouse to dim," Bode said. "Our very  

A renewable energy standard has long been a 
policy initiative of the wind energy industry, but 
with first-quarter 2010 wind installations down to 
their lowest levels since 2007 and power 
purchase agreements increasingly hard to find, 
the industry is pushing hard for a federal 
mandate. 

http://www.snl.com/InteractiveX/article.aspx?ID=11008505
http://www1.snl.com/InteractiveX/article.aspx?ID=10933198
http://www.snl.com/InteractiveX/article.aspx?ID=11110728
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T 
he level of shale gas production 
will significantly influence U.S. 
natural gas prices, production, 
imports and consumption through 
2035 the U.S. Energy Information 

Administration said May 11 in its Annual En-
ergy Outlook 2010. 
 "The growth in shale gas production in 
recent years is one of the most dynamic sto-
ries in U.S. energy markets," the EIA said in 
the report.  
 ―Today, the biggest questions are the 
size of the shale gas resource base, which 
most agree is vast, the price level required to 
sustain its development, and whether there 
are technical or environmental factors that 
might dampen its development." 
 "Beyond those questions, the level of 
future domestic natural gas production will 
also depend on the level of natural gas de-
mand in key consuming sectors, which will be 
shaped by prices, economic growth, and poli-
cies affecting fuel choice," the agency said. 
 The EIA's annual outlook included 
three sensitivity cases to examine the implica-
tions of the uncertainties around further shale 
development. In the "No Shale Gas Drilling" 
case, there is no new onshore shale drilling in 
the Lower 48 after 2009, while in the "No Low-
Permeability Drilling" case, there is no new 
onshore shale or tight sands drilling in the 
Lower 48 after 2009. 
 In contrast, under the "High Shale Gas 
Resource" case, unproven shale gas re-
sources increase from 347 trillion cubic feet to 
652 Tcf.  
 Natural gas prices and production vary 
significantly across these cases, the EIA said. 

Rocky Mt. 
Index Prices 

May 2010 April 
2010 

May 2009 

Questar Pipeline $3.62 $3.56 $2.46 

Kern River  $3.72 $3.65 $2.30 

Northwest 
Pipeline 

$3.72 $3.64 $2.30 

NYMEX Futures 
Settlement 

$4.27 $3.84 $3.253 
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 In 2035, Henry Hub spot natural gas prices 
range from $7.62/MMBtu to $10.88/MMBtu, both in 
2008 dollars, from the High Shale Gas Resource 
case to the No Low-Permeability Gas Drilling case, 
while total U.S. production in 2035 ranges from 17.4 
Tcf to 25.9 Tcf, with most of the variation reflecting 
changes in shale gas production. 
 In the reference case, total domestic natural 
gas production grows from 20.6 Tcf in 2008 to 23.3 
Tcf in 2035. With technology improvements and 
rising natural gas prices, natural gas production 
from shale formations grows to 6 Tcf in 2035, more 
than offsetting declines in other production. 
 Assuming these estimates, by 2035, shale 
gas will provide 24% of the natural gas consumed in 
the U.S., up from 6% in 2008. 
 

The wellhead price of natural gas in 2035 
ranges from $6.92/Mcf to $9.87/Mcf in the 
alternative cases, compared with $8.06/Mcf in 
the reference case.  

EIA Annual Report 
Shows Shale to 
Become a Key Player 

http://www.snl.com/InteractiveX/doc.aspx?ID=11173213
http://www.snl.com/InteractiveX/doc.aspx?ID=11173213
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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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