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March 29, 2011 Headlines

Contaminated Water Leaks Slow Progress At Fukushima Plant
Mysterious leaks of highly contaminated water-suspected to come from one
or more damaged reactors at the site-Monday slowed progress in restoring
cooling capability at the stricken Fukushima Daiichi nuclear power complex
while new monitoring data showed radiation spikes in areas to the southwest of
the facility over the last two weeks. Media reports also said low levels of
plutonium had been found in soil on the plant site, which would be consistent
with releases from spent fuel pools where overheated rods may have crumbled
and released particles after hydrogen explosions damaged containment
buildings in which the spent fuel pools were housed. Experts also pointed to
detection of cerium-144 particles as possible evidence of releases from spent
fuel. On the positive side, the Intemational Atomic Energy Agency (IAEA) and
Japanese officials said offsite power had been restored to the Units 1, 2 and 3
reactors and that the plant had access to fresh water to cool reactors and
spent fuel pools...

Second LNG Export Terminal Proposed For British Columbia
In a sign of intensifying market interest in the export of increasingly abundant
North American natural gas supplies to Asia, a new U.S.-Canadian consortium
has filed a license application with Canadian regulators to build a second
liquefied natural gas export terminal along the coast of British Columbia. The
application, filed March 8 with Canada's National Energy Board (NEB), seeks to
capitalize on growing supplies of low-priced shale gas and follows hard on the
heels of the announcement of a larger liquefied natural gas (LNG) export facility
planned for the region. However, the new project, proposed by U.S.-owned BC
LNG Export Co-operative LLC and Canadian-owned HN DC LNG LP, seeks to
be first to market in 2013--ahead of the much larger Kitimat LNG project
planned for Bish Cove, B.C. Kitimat LNG, the first such facility planned for the
province and backed by Apache Corp., EOG Resources Inc. and, most
recently, EnCana Corp., estimates start-up in 2015. The consortium backing BC
LNG--a...

FERC Forces NERC's Hand On Reliability Rule Changes
Continuing to tighten its oversight of the North American Electric Reliability ,
Corp., the Federal Energy Regulatory Commission has given the nation's grid
reliability watchdog more authority to override electricity industry objections and
change reliability rules that FERC has deemed insufficient. The directive from
FERC, issued by the agency at its March 17 open meeting, came over strong



/

resistance from the reliability watchdog, known as NERC, which argued that the
commission was over-reaching its Federal Power Act authority to change
NERC reliability rules. NERC went so far as to sue FERC over the issue, and
the lawsuit is still pending in court. However, FERC said its action was needed
because NERC's governance procedures let a minority of NERC stakeholders
reject reliability rule changes ordered by FERC. Under the Energy Policy Act of
2005, FERC selected NERO-previously a voluntary industry reliability group--
as the overseer of the nation's first mandatory grid reliability rules...

PG&E Proposes Smart Meters Without Wireless Communication
To Address Customer Concerns
Pacific Gas and Electric Co., responding to a request by California regulators to
address concerns raised by some of the utility's customers about the devices'
wireless communications, last week proposed a plan to give residential
customers the option to have the radios in their smart meters turned off. And in
line with the request last month from the head of the California Public Utilities
Commission (CPUC), the utility said its proposal would not increase costs for
customers who choose to keep a fully functioning smart meter. "We believe...

Hiney To Become NYISO Chairman
The New York Independent System Operator announced Monday that the
current vice chairman of its board of directors, Robert Hiney, will become
chairman of the New York grid operator...

lEA Names Former Dutch Economic Minister As New Chief
The International Energy Agency announced last week that its governing board
has named Maria van der Hoevan, a former economic affairs minister and
lawmaker from the Netherlands with a background in energy...
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Second LNG Export
Terminal Proposed

For British Columbia
BY JOHNATHAN RICKMAN

In a sign of intensifying market interest in the export
of increasingly abundant North American natural gas
supplies to Asia, a new U.S.-Canadian consortium has
filed a license application with Canadian regulators to
build a second liquefied natural gas export terminal along
the coast of British Columbia.

The application, filed March 8 with Canada's Na-
tional Energy Board (NEB), seeks to capitalize on grow-
ing supplies of low-priced shale gas and follows hard on
the heels of the announcement of a larger liquefied natu-
ral gas (LNG) export facility planned for the region.

However, the new project, proposed by U.S.-owned
BC LNG Export Co-operative LLC and Canadian-
owned HN DC LNG LP, seeks to be first to market in
2013--ahead of the much larger Kitimat LNG project
planned for Bish Cove, B.C.

Kitimat LNG, the first such facility planned for the

(Continued on p. 4)

Contaminated Water
Leaks Slow Progress
At Fukushima Plant

BY GEORGE LOBSENZ

Mysterious leaks of highly contaminated water-suspected to come
from one or more damaged reactors at the site-Monday slowed prog-
ress in restoring cooling capability at the stricken Fukushima Daiichi nu-
clear power complex while new monitoring data showed radiation spikes
in areas to the southwest of the facility over the last two weeks.

Media reports also said low levels of plutonium had been found
in soil on the plant site, which would be consistent with releases from
spent fuel pools where overheated rods may have crumbled and re-
leased particles after hydrogen explosions damaged containment
buildings in which the spent fuel pools were housed. Experts also
pointed to detection of cerium-144 particles as possible evidence of
releases from spent fuel.

On the positive side, the International Atomic Energy Agency
(IAEA) and Japanese officials said offsite power had been restored
to the Units 1, 2 and 3 reactors and that the plant had access to
fresh water to cool reactors and spent fuel pools. The plant operator

(Continued on p. 3)

FERC Forces NERC's Hand
On Reliability Rule Changes

Continuing to tighten BY JEFI
its oversight of the North
American Electric Reliability Corp., the
Federal Energy Regulatory Commis-
sion has given the nation's grid reliabil-
ity watchdog more authority to over-
ride electricity industry objections and
change reliability rules that FERC has
deemed insufficient.

The directive from FERC, issued by
the agency at its March 17 open meet-
ing, came over strong resistance from the
reliability watchdog, known as NERC,
which argued that the commission was
over-reaching its Federal Power Act au-

F BEATTIE thority to change NERC
reliability rules.

NERC went so far as to sue FERC
over the issue, and the lawsuit is still
pending in court.

However, FERC said its action was
needed because NERC's governance
procedures let a minority of NERC
stakeholders reject reliability rule chang-
es ordered by FERC.

Under the Energy Policy Act of
2005, FERC selected NERC-previ-
ously a voluntary industry reliability
group-as the overseer of the nation's
first mandatory grid reliability rules.

However, FERC retains final oversight
of the rules and enforcement policies
developed by NERC and its regional
reliability entities, which enforce NERC
rules for different parts of the country.

FERC began taking action to re-
shape NERC's reliability rules and en-
forcement procedures in March 2010,
directing NERC to make several proce-
dural and substantive rule changes that
collectively were seen by many industry
observers as something of a rebuke to
NERC.

FERC finalized or otherwise ad-
dressed several of those directives at its
March 17 meeting, addressing issues be-
yond just NERC's reluctant change to
its internal governance rules.

On another key matter, FERC final-

(Continued on p. 2)
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PG&E Proposes Smart Meters Without Wireless
Communication To Address Customer Concerns
Pacific Gas and Electric Co., re-

sponding to a request by California regu-
lators to address concerns raised by some
of the utility's customers about the de-
vices' wireless communications, last week
proposed a plan to give residential cus-
tomers the option to have the radios in
their smart meters turned off.

And in line with the request last
month from the head of the California
Public Utilities Commission (CPUC),
the utility said its proposal would not in-
crease costs for customers who choose to
keep a fully functioning smart meter.

"We believe this proposal addresses
concerns some customers have about
smart meters while still delivering the
many benefits of smart meter technology
to the majority of customers," said Greg

Kiraly, vice president of smart meter op-
erations for San Francisco-based PG&E.

"The overwhelming weight of scien-
tific evidence assures us that the low-level
radio frequency signals from our smart
meters are safe-in fact, even safer than
many household products, including cell
phones and microwave ovens. But we
know some customers nevertheless have
concerns about the meters and we take
those concerns seriously."

Under the proposal, customers
would pay upfront and recurring fees to
cover the costs of turning off the radio,
which would mean PG&E would have
to manually read those meters every
month to determine customer power
usage. The utility said there also would
be costs associated with modifying its

information technology systems and
providing information to customers on
the program through call centers and
other channels.

PG&E has faced resistance to smart
meter installation from some customers,
with some expressing health concerns
about low-level radio frequency signals
from the devices.

On March 10, CPUC President Mi-
chael Peevey requested that PG&E "bring
to this commission a proposal or series of
proposals that will allow customers with
an aversion to wireless devices the option
of being metered without the use of wire-
less technology." He added that the op-
tions should come "at a reasonable cost,.
to be paid by the customers who choose
to opt out."

FERC Forces NERC's Hand On Reliability Rules.. (Conttd from p.1)
ized an order that NERC rules must apply to all facilities op-
erated at or above 100 kilovolts (kV), excepting certain radial
power lines.

FERC said it was concerned that NERC and its regional
entities have been inconsistent and too loose in approving waiv-
ers letting certain facilities escape from compliance with reli-
ability rules.

Last month's final order sticks with FERC's new "bright-
line" 100 kV threshhold despite protests from many public power
agencies, the New York Public Service Commission and others.

In a press release accompanying the final order, FERC said
the tighter definition will "eliminate the unchecked regional
discretion that has resulted in inconsistencies" in NERC's ap-
plications of reliability rules.

In general, protestors argued that FERC's new 100 kV defi-
nition was "arbitrary and capricious," swept in assets that did
not apply and did not sufficiently recognize regional system dif-
ferences.

FERC has periodically expressed concern that some re-
gional entities were excluding facilities up to 230 kV, including
several in New York.

In the order, FERC clarified that its tighter definition of
assets affecting the bulk electric system does not include assets
of local distribution utilities, which typically fall under the pur-
view of state regulators. FERC also reiterated that NERC was
free to propose an alternative definition of assets affecting the
bulk electric system, as long as it was as "efficient and effective"
as FERC's and as protective of grid reliability.

Also March 17, FERC decided against hiking an $80,000
reliability penalty that NERC assessed against the Turlock (Ca-
lif.) Irrigation District.

However, FERC had some tough words for Turlock, NERC
and the relevant regional entity-the Western Electricity Coor-
dinating Council (WECC)--on how they handled and assessed a
2007 outage in which an almond tree hit a 230 kV Turlock power

line, causing outages to nearly 40,000 Turlock customers.
FERC disputed NERC's interpretation that Turlock self-

reported the outage problem, saying the utility was instead re-
quired to report the incident under NERC rules.

FERC also faulted NERC and WECC for basing their
penalty against Turlock only on the vegetation problem and
not also on an out-of-position communication switch that ex-
acerbated the problem.

However, FERC decided not to boost the $80,000 penalty
mostly because the infraction occurred only weeks after the rel-
evant NERC vegetation reliability rule took effect in 2007.

FERC acknowledged that in periods right after new rules
are enacted, it wants NERC and regional entities to emphasize
fines only on violations posing highest risk, while utilities ac-
quaint themselves with new rules.

As for NERC's internal governance procedures on reliability
rule changes, FERC's March 17 order accepts a NERC proposal
giving NERC's board the choice of several new steps if the board
determines that NERC's regular process has not changed stan-
dards in a way "responsive to a [FERC] directive."

Among other options, NERC's board can now remand
draft reliability standards to its standard development commit-
tee, "with instructions," if the board judges the standards non-
compliant with FERC directives.

Susan Court, FERC's former director of enforcement, said
FERC's approval of NERC's new internal governance rules is
important "because it represents perhaps the final, or close-to-
final, chapter in that debate between NERC and FERC" on the
key issue of how reliability rules are crafted.

It is unclear whether NERC will pursue its case in the courts
now that it has submitted its own governance plan change and
FERC has accepted it. NERC General Counsel David Cook
said Monday that the group was pleased that FERC accepted
NERC's proposal but still was evaluating its legal options go-
ing forward.
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Hiney To Become
The New York Independent Sys-

tem Operator announced Monday that
the current vice chairman of its board
of directors, Robert Hiney, will become
chairman of the New York grid op-
erator when Karen Antion steps down

NYISO Chairman
April 19 after a five-year run as head of
the NYISO.

Antion joined the NYISO board
in 1998 as one of its founding mem-
bers and was elected chair in 2006. She
will continue serving on the organiza-

tion's board of directors, the NYISO
said.

Hiney joined the NYISO board in
2006 after a 35-year career at the New
York Power Authority, the state-owned
power generator that runs a 2,353mega-
watt hydro-electric plant at Niagara
Falls, among other plants.

Contaminated Water Leaks Slow Progress At Plant... (Contd from p.1)

began ending cooling operations with sea water, which authori-
ties feared would leave salt and mineral deposits that would
foul vital pipes and cooling equipment.

However, efforts to install needed cables and other upgrades
at the badly damaged plant were delayed Monday when work-
ers found highly contaminated water accumulating in trenches
around the Units 1, 2 and 3 reactors and in turbine buildings
for Units 1, 2, 3 and 4. Repair crews had to be withdrawn from
the area after monitoring at the surface of the water in Unit
2 found surprisingly high radiation levels above 1,000 mil-
lisieverts per hour. In contrast, U.S. regulators limit exposure
of nuclear plant workers to 50 millisieverts per year.

The growing leaks of contaminated water came after three
plant workers March 24 unknowingly waded into highly con-
taminated water in one of the turbine buildings, resulting in
two of the workers receiving burns on their legs from localized
exposures estimated at between 2,000 and 3,000 millisieverts,

The IAEA said Tokyo Electric Power Co. (TEPCO), the
operator of the Fukushima Daiichi plant, was moving to pump
the contaminated water from the turbine buildings and trenches
to safe storage in steam condenser facilities. However, the IAEA
said that some of that storage space already was filled up, and
some media reports raised concerns that failure to pump out
the trenches could lead to overflows of highly contaminated
water into the nearby ocean or seepage into groundwater.

An urgent issue for TEPCO is identifying the sources of
the contaminated water leaks so they can be staunched. Japa-
nese officials have repeatedly said that the high radiation levels
indicated the water was leaking from one or more of the reac-
tors, However, while officials believe the reactor containment
vessel for Unit 2 may have been damaged in a hydrogen explo-
sion early in the unfolding Fukushima Daiichi disaster, they
have not determined what the leakage pathway is.

Some analysts have suggested water might be leaking out
of penetrations at the bottom of the reactor vessel where con-
trol rods are inserted to control the reactor; the analysts say
seals for those penetrations may have been compromised by hot
fuel rods dropping to the bottom of the reactor vessel.

However, the IAEA and Japanese authorities reported
Monday that pressure readings in the reactors have not dropped,
which experts said would be a tell-tale sign of leakage.

Other analysts speculate that the huge amount of water
that has been sprayed by fire trucks into open spent fuel pools
at the site over the last two weeks may have dripped down
through contaminated piping and surfaces within the reactor
buildings to collect in the trenches and the basements of the
nearby turbine buildings.

The IAEA also Monday released more monitoring data on
radiation levels around the Fukushima Daiichi plant, with the

agency still finding exposure rates above natural background
levels up to 27 miles away from the plant. For example, in com-
parison with background levels of 0.1 microsieverts per hour,
the IAEA said it found levels ranging from 0.5 and 3 micro-
sieverts per hour at locations ranging between 18 and 27 miles
from the plant. It also said it found "high" deposition of radio-
nuclides in soil in some areas of Fukushima prefecture.

And in a particularly arresting graphic, the agency showed
exposure rates spiking in areas to the southwest of the plant
around March 15-16 and March 21-22. Exposure rates jumped
to 1 microsievert per hour in Saitama prefecture-ten times
above background level-and close to 0.4 microsieverts per
hour in Tokyo prefecture on March 15 and above 1 microsievert
in Ibaraki prefecture on March 16. There was a smaller spike
in Ibaraki to 0.5 microsieverts per hour on March 21 and they
remained near 0.4 microsieverts there through March 24.

Similar spikes in deposition of iodine-]131 and cesium- 137
in soil were seen in Ibaraki, Tokyo, Chiba and Saitama prefec-
tures over the period March 21 through March 24, the IAEA
said.

And in the first sign of possible releases from spent fuel
pools at the Fukushima Daiichi plant, media reports Monday
quoted TEPCO officials as saying they had found plutonium
deposition at the plant site. Plutonium particles would not be
released from fuel damage in the overheated reactors, but rath-
er from overheating spent fuel in cooling ponds' that became
exposed to atmosphere when hydrogen explosions blew holes
in the reactor containment buildings in which they are housed.

Edwin Lyman, a nuclear expert with the Union of Con-
cerned Scientists, told reporters Monday that cerium-144 par-
ticles also had been detected around the plant-a type of con-
taminant consistent with releases from overheating and crum-
bling spent fuel rods.

Overall, IAEA Director General Yukiya Amano said the situ-
ation ay the Fukushima Daiichi plant remained "very serious.

"The crisis at the Fukushima Daiichi plant has still not
been overcome and it will take some time to stabilize the reac-
tors," he added at a special briefing Monday on the Japanese
crisis.

"For now, radioactivity in the environment, foodstuffs
and water-including the sea-is a matter of concern in the
vicinity of the Fukushima plant and beyond. Current lev-
els indicate a need for further comprehensive monitoring."
Amano said that once the crisis is over, the IAEA would like to
send an international team to Japan to assess the accident, say-
ing it is "vitally important" that the world learn the right lessons
from the accident in order to strengthen nuclear safety. He also
called for a "high-level" conference to be held at IAEA head-
quarters in Vienna before the summer to act on those lessons.
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IEA Names Former Dutch
Economic Minister As New Chief

The International Energy Agency its new chief effective September 1.
announced last week that its governing Van der Hoevan will succeed cur-
board has named Maria van der Ho- rent lEA Executive Director Nobuo
evan, a former economic affairs minis- Tanaka of Japan, who will continue to
ter and lawmaker from the Netherlands serve out the remainder of his four-term
with a background in energy policy, as, until August 31, IEA, the autonomous

energy data-gathering and analysis wing
of the Paris-based Organization of Eco-
nomic Cooperation and Development,
said in a statement March 11.

Van der Hoevan most recently
served as Minister of Economic Af-
fairs of the Netherlands from February
2007 until October 2010. From 2002 to
2007, she was Netherlands' minister of
education.

Second Export Terminal For British Columbia... (Continued from p.1)

province and backed by Apache Corp., EOG Resources Inc.
and, most recently, EnCana Corp., estimates start-up in 2015.

The consortium backing BC LNG---a subsidiary of Hous-
ton-based LNG Partners LLC and a limited partnership es-
tablished by Canada's Haisla First Nation--also says its export
project is beneficial in that it does not require significant new
pipeline capacity.

BC LNG says its project's needs can be met without a new
pipeline if Kitimat LNG expands its dedicated pipeline, Pacific Trail
Pipelines, a planned 288-mile natural gas pipeline system linking
Kitimat LNG with Spectra Energy's Westcoast Pipeline system.

As proposed, BC LNG would be located at a point on the
Douglas Channel near Kitimat, B.C. The facility, designed to
convert up to 125 million cubic feet (mmcfd) per day of Canadi-
an-sourced natural gas to as much as 900 million metric tons of
LNG per year, proposes to use a barge-based liquefaction plant
moored or grounded at the project site.

In a statement Monday, LNG Partners Managing Director
Tom Tatham said the liquefaction facility is based on technology
in existence since 1976 and "does not float."

He said the consortium settled on barge-based liquefaction
to keep the project "modest.

"There's absolutely nothing unproven in our concept," said
Tatham.

The proposal comes amid growing overseas demand for
North American gas. Indeed, demand for LNG is expected to
spike in Japan following the accident at the Fukushima Daiichi
nuclear plant, which is expected to keep a large chunk of that
nation's nuclear power fleet shut down for some time, raising the
need for gas- and coal-fueled generation.

Two U.S. LNG projects in recent months have proposed to
add liquefaction facilities at their Gulf Coast terminals to pre-
pare U.S.-sourced gas supplies for international export.

However, Cheniere Energy Inc.'s liquefaction plan--pro-
posed for its Sabine Pass terminal in Cameron Parish, La.--and a
similar plan by Freeport LNG Development LP for its facility in
Texas, have sparked protests by U.S. municipal gas utilities over
concerns those efforts will compromise national energy security
and put upward pressure on natural gas prices.

Kitimat LNG and BC LNG both seek 20-year licenses from
the NEB to build and operate their new LNG plants. Licenses

to build LNG plants also must be approved by the B.C. Oil and
Gas Commission.

However, in a revised application before the NEB, filed
March 10, BC LNG says its proposed project is preferable to
Kitimat because its "capital commitment, the physical footprint
and the extent of industry support required to bring the project
to fruition is much lower than is the case with a large-scale land-
based" facility such as Kitimat LNG.

The BC LNG project is estimated to cost between $360 mil-
lion and $450 million, according to a Monday analysis of the
LNG export project by IHS Global Insight Inc.

Lawson Lundell LLP, counsel to BC LNG, said in a letter to
the NEB March 15 that BC LNG does not intend to intervene in
Kitimat LNG's application but has proposed the board consider
both requests concurrently to address "principle issues" related
to both.

"Apache Canada, a principal partner in [Kitimat LNG], has
proposed to take a similar approach by intervening [in support
of BC LNG's application]," said Lundell.

Apache spokesman Paul Wyke declined comment on that
statement Monday, saying only that the NEB has scheduled a
hearing on Kitimat LNG's export application for June 7.

The filing comes as EnCana Corp. earlier this month agreed
to acquire a 30 percent working interest in Kitimat LNG. The
acquisition, made for an undisclosed sum, grants the Canadian
gas giant access to 30 percent of Kitimat's initial 700 mmcfd of
capacity, as well as matching capacity on the plant's associated
Pacific Trail Pipelines, which connects the plant with Spectra
Energy's gas transmission system at Summit Lake, B.C.

Following completion of the deal, announced March 18, the
project's current partners-Apache and EOG Resources Inc.-
will restructure their respective 51 percent and 49 percent work-
ing interest in the LNG export facility such that, upon closing,
Apache will own 40 percent and continue on as operator and
EOG will own the remaining 30 percent.

Kitimat is currently in talks with a number of Asia-Pacific
companies to secure commitments for future terminal capac-
ity. Tentative agreements for capacity with South Korean state-
owned Korea Gas Corp. and Japanese-owned Mitsubishi Corp.
were scrapped after EOG in May bought Galveston LNG Inc.'s
minority interest in the project.
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Environmentalists Slam 'Backward' EPA Rule On Cooling Water
Intake
Environmentalists fumed Tuesday after the Obama administration released a
long-awaited draft rule that avoids a mandatory cooling tower requirement for
existing power plants and gives state officials primary authority to decide on a
'case-by-case" basis what new technologies-if any-plants must install to
protect aquatic life when lake, river and ocean water is cycled through plant
cooling pipes. Utility officials have been deeply worried that the Environmental
Protection Agency proposal would require installation of "closed-cycle" cooling
systems--or cooling towers-at a projected cost of almost $100 billion for the
nation's larger power plants. Nuclear industry officials say such costly
requirements would force the closure of 64 of the nation's 104 commercial
reactors, and they linked arms with electricity industry trade groups and others
in recent months to aggressively lobby lawmakers and the EPA against a broad
cooling tower...
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House GOP Floats Bills To Expand Offshore Drilling
Intensifying the political battle with President Obama over offshore drilling, the
Republican chairman of the House Natural Resources Committee Tuesday
introduced bills to speed the pace of permitting in the Gulf of Mexico, expedite
lease sales in the Gulf and off the shores of Virginia and remove the
administration's ban on drilling in new areas off the Atlantic and Pacific coasts.
The legislation, introduced by Rep. Doc Hastings (Wash.), came as oil and gas
industry officials and congressional Republicans continued to roast Obama
over his recent remarks in Brazil that he wanted to help that country develop its
offshore oil and gas resources so the United States could buy more from the
South American nation. However, the administration fired back Tuesday with
the release of a new report by the Interior Department that said that drillers are
not developing more than two-thirds of U.S. offshore leases they hold in the
Gulf of Mexico. The report also said more than half of onshore leases...

Greens: Move More U.S. Spent Nuclear Fuel To Dry Storage
Resurrecting a recommendation made by a National Academy of Sciences
panel six years ago, a leading antinuclear group Tuesday called for the Nuclear
Regulatory Commission to order utilities to move more spent reactor fuel from
water-filled cooling pools to safer dry storage, saying the accident at the
Fukushima Daiichi plant chillingly illustrated the risk of large radioactive
releases from such facilities if cooling capability is lost for extended perods. i



David Lochbaum, director of the Union of Concerned Scientists' nuclear safety
project, told the Senate Energy and Natural Resources Committee that
reducing the amount of spent fuel in cooling ponds at reactors would improve
safety by lowering heat levels in those facilities, thus easing overheating risks if
cooling systems fail as at the Japanese plant. Further, he said shrinking spent
fuel inventories in cooling ponds would cut the amount of radioactivity that
could be released in a major accident-something that many experts...

FuelCell Energy CEO Jumps To Petra Solar
Dan Brdar, chairman, president and chief executive officer with FuelCell
Energy, a leading U.S. fuel cell manufacturer, last week was named chief
operating officer of Petra Solar, a distributed solar startup that has gained
market traction with innovative photovoltaic panels that can be mounted on
utility poles and have smart grid communication capability. Brdar, who was
credited with reducing production costs and drawing investment capital to
FuelCell Energy, will...
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House GOP Floats
Bills To Expand
Offshore Drilling

BY JOHNATHAN RICKMAN

Intensifying the political battle with President
Obama over offshore drilling, the Republican chair-
man of the House Natural Resources Committee
Tuesday introduced bills to speed the pace of permit-
ting in the Gulf of Mexico, expedite lease sales in the
Gulf and off the shores of Virginia and remove the
administration's ban on drilling in new areas off the
Atlantic and Pacific coasts.

The legislation, introduced by Rep. Doc Hastings
(Wash.), came as oil and gas industry officials and
congressional Republicans continued to roast Obama
over his recent remarks in Brazil that he wanted to
help that country develop its offshore oil and gas re-
sources so the United States could buy more from the
South American nation.

However, the administration fired back Tuesday
with the release of a new report by the Interior De-

(Continued on p. 4)

Environmentalists Slam
'Backward' EPA Rule On

Cooling Water Intake
BY JEFF BEATTIE

Environmentalists fumed Tuesday after the Obama administration
released a long-awaited draft rule that avoids a mandatory cooling tower
requirement for existing power plants and gives state officials primary au-
thority to decide on a "case-by-case" basis what new technologies-if any-
plants must install to protect aquatic life when lake, river and ocean water is
cycled through plant cooling.pipes.

Utility officials have been deeply worried that the Environmental
Protection Agency proposal would require installation of "closed-cycle"
cooling systems-or cooling towers-at a projected cost of almost $100
billion for the nation's larger power plants.

Nuclear industry officials say such costly requirements would force
the closure of 64 of the nation's 104 commercial reactors, and they linked
arms with electricity industry trade groups and others in recent months
to aggressively lobby lawmakers and the EPA against a broad cooling
tower requirement.

Environmentalists-and some EPA officials-say the industry's cost

(Continued on p. 3)

Greens. Move More US. Spent
Nuclear Fuel To Dry Storage

Resurrecting a recom- BY GEOR(
mendation made by a Na-
tional Academy of Sciences panel six
years ago, a leading antinuclear group
Tuesday called for the Nuclear Regu-
latory Commission to order utilities
to move more spent reactor fuel from
water-filled cooling pools to safer dry
storage, saying the accident at the Fuku-
shima Daiichi plant chillingly illustrat-
ed the risk of large radioactive releases
from such facilities if cooling capability
is lost for extended periods.

David Lochbaum, director of the
Union of Concerned Scientists' nuclear

3E LOBSENZ safety project, told the
Senate Energy and Natu-

ral Resources Committee that reduc-
ing the amount of spent fuel in cooling
ponds at reactors would improve safety
by lowering heat levels in those facilities,
thus easing overheating risks if cooling
systems fail as at the Japanese plant.

Further, he said shrinking spent
fuel inventories in cooling ponds would
cut the amount of radioactivity that
could be released in a major accident-
something that many experts believe has
happened at the Fukushima plant due
to the loss of cooling water at several

spent fuel pools that became open to the
atmosphere when hydrogen explosions
blasted holes in the reactor containment
buildings in which they were housed.

Lochbaum noted that nuclear ex-
perts agree that most nuclear plant ac-
cident scenarios pose much less threat
to dry spent fuel storage casks, which
already are in wide use at U.S. and over-
seas nuclear plants and which are pas-
sively cooled by circulating air without
any need for onsite power.

Despite that safety consensus, how-
ever, he said current spent fuel storage
practices at U.S. nuclear plants effective-
ly maximize risks from spent fuel cool-
ing ponds, which he said are now kept
densely packed.

"Currently, the U.S. spent fuel stor-

(Continued on p. 2)
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Greens. Move Spent Nuclear Fuel To Dry Storage... (Cont'd from p.1)
age strategy is to nearly fill the spent fuel pools to capacity and
then to transfer fuel into dry cask storage to provide space for the
new fuel discharged from the reactor core," he said. "This keeps
the spent fuel pools nearly filled with irradiated fuel, thus main-
taining the risk level about as high as possible.

"A better strategy would be to reduce the inventory of irradi-
ated fuel in the pools to the minimum amount, which would be
only the fuel discharged from the reactor core within the past five
years"-the shortest period of time needed to safely cool the hot-
test spent fuel.

Also testifying before the Senate panel was Bill Borchardt,
executive director of operations for the NRC, who told lawmakers
that spent fuel safety would be among the issues to be examined
by a new NRC task force that will evaluate whether the problems
seen in the Fukushima Daiichi accident required the agency to
toughen safety rules for U.S. reactors.

The loss of cooling capability in the spent fuel cooling ponds
at the Fukushima plant is of particular interest to U.S. regulators
because 23 U.S. reactors have the same design as the Japanese
reactors-the Mark I boiling water reactor by General Electric.
Because the spent fuel ponds at the Japanese nuclear plant are
located several stories up in reactor containment buildings, cool-
ing water has to be pumped up to them-which became a major
drawback when the plant lost offsite electricity in the March 11
earthquake and tsunami.

At the Senate hearing, Borchardt was not asked specifically
about that issue nor about Lochbaum's recommendation for speed-
ier movement of spent fuel from cooling ponds to dry storage.

However, that recommendation is not a new one for NRC--
the same recommendation was made by a National Academy of
Sciences (NAS) panel of nuclear experts six years ago in a report
to NRC and Congress on spent fuel risks posed by potential ter-
rorist attacks on U.S. nuclear plants.

In an April 2005 unclassified summary of its report, the NAS
panel said that depending on the results of plant-specific vulner-
ability analyses, the NRC might want to direct some reactor op-
erators to accelerate the removal of older spent fuel from cooling
ponds to dry cask storage, which the panel said offered some se-
curity advantages.

However, then-NRC Chairman Nils Diaz in a 2005 letter to
then-Sen. Pete Domenici (R-N.M.) strongly rejected that recom-
mendation from the panel, which included Robert Bernero, a for-
mer director of NRC's Office of Nuclear Materials Safety and
Safeguards.

"The NRC agrees with many of the points raised by the NAS
and is seriously considering the NAS report's, recommendations,"
Diaz told Domenici. "However, the NRC also identified a number
of areas of disagreement with the NAS committee's conclusions.

"The NRC staff also disagreed with some NAS recommenda-
tions and indicated its conclusion that they lack a sound technical
basis. The NAS finding that earlier movement of spent fuel from
pools into dry storage would be prudent is one such example."

The spent fuel issue is also a sensitive one for the Obama ad-
ministration, since its effort to kill the proposed Yucca Mountain

nuclear waste repository in Nevada-if successful--would guar-
antee that spent fuel would remain in cooling ponds for years if
not decades longer as the government casts around for another
long-term disposal solution.

As for the U.S. nuclear industry, a top Nuclear Energy In-
stitute (NEI) official appearing at the Senate hearing--Tony
Pietrangelo, senior vice president and chief nuclear officer for
the trade association--said he agreed with Lochbaum that in
response to the Fukushima accident NRC should require more
training for nuclear plant workers to respond to emergencies at
spent fuel pools.

Pietrangelo Was not asked at the hearing about Lochbaum's
recommendation for speedier movement of spent fuel to dry stor-
age, but an NEI spokesman said the group did not agree with the
recommendation.

"We feel our fuel is safely stored," said Bryant Kinney. "We
have had a safe track record in spent fuel storage to date and feel
that our approach is appropriate going forward."

If NRC were to act on Lochbaum's recommendation for a faster
shift to dry storage, it could impose major costs on the industry.

There are about 63,000 metric tons of spent fuel at U.S. reac-
tor sites, with about 14 percent of that in dry storage casks.

A 2003 study by Robert Alvarez, a former top Energy De-
partment official and senior scholar at the Institute for Policy
Studies, and other antinuclear activists estimated that putting
35,000 metric tons of the oldest spent fuel in on-site dry casks
would cost between $3.5 billion and $7 billion and take ten years
to carry out.

However, assuming those costs could be passed through to
ratepayers, the impact would be only 0.03-0.06 cents per kilowatt-
hour generated from that fuel, the study said.

Nuclear industry officials already are on edge about how
much of a hit they might take from tougher NRC safety regula-
tions resulting from the Japanese accident.

John Rowe, chairman, president and chief executive officer
of Exelon Corp., the nation's largest reactor operator, told Wall
Street analysts earlier this month his company would await the
outcome of NRC's Fukushima review before fully committing
to billions of dollars in reactor "uprate" investments planned
through 2017 that would give the company hundreds more mega-
watts of capacity at its existing nuclear plants.

The uprates, which involve refurbishing and upgrading vari-
ous plant systems, do not appear to be directly in the line of NRC's
review, although the uprate program does envision running older,
aging plants at higher power output levels.

In testimony before the Senate panel, Borchardt said the NRC
already was looking at U.S. plants ability to withstand "beyond
design-basis" accident scenarios such as the earthquake-tsunami
double whammy that devastated the Fukushima plant.

He said that, among other issues, the NRC task force on the
Japanese accident would look at reactor operator response to sta-
tion blackout, severe accidents and spent fuel accident progres-
sion, radiological consequence analysis and severe accident man-
agement issues regarding equipment.
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Environmentalists Slam 'Backward' EPA Rule.. (Continued from p. 1)
claims are overwrought, and that cooling towers are needed
at many facilities to reduce the huge number of fish and small
aquatic organisms that are crushed against plant intake system
screens and in piping when power plants suck in cooling water.

In addition, so-called "once-through" cooling systems shoot
heated water directly back into oceans, streams and lakes, harm-
ing fish and plant life that need the higher oxygen levels con-
tained in cooler water.

EPA estimates that once-through cooling systems kill 2.1
billion fish, crabs and shrimp annually, in addition to a variety
of other commercially valuable species.

Significantly, EPA says its draft rule was based partly on
cost-benefit analyses of compliance options, an approach fa-
vored by industry that the Supreme Court said EPA could-but
did not have to-consider in drafting the rule.

Additionally, the new rule-issued by EPA late Monday-
says it is "appropriate" for state officials to consider cost and
benefits as they evaluate site-specific cooling system retrofits.

For existing plants, the rule says very large facilities that
suck in 125 million gallons of cooling water or more daily must
conduct studies to help state environmental officials determine
what controls, if any, are required to reduce the crushing of
aquatic life.

Bernstein Research, the research arm of investment bank
Alliance Bernstein, estimates that requirement will affect 307
large coal plants and all 104 U.S. reactors, representing 29 per-
cent of U.S. generating capacity.

Secondly, the rule imposes an upper limit on how many fish
and shellfish can be "impinged"-or killed by intake screens,
chemicals or heated water-at all existing power plants that pull
in more than 2 million gallons daily and draw at least 25 percent
of their cooling water from an adjacent water body.

Specifically, the impingement requirement says intake systems
can kill no more than 12 percent of the average number of aquatic
creatures sampled annually, and 31 percent of a monthly average.

However, plant operators can show compliance either by
monitoring mortality or-more simply-by demonstrating that
the plant takes in water at 0.5 feet per second or slower, a pull
that EPA says most fish can overcome and swim away to safety.

EPA estimates the impingement requirement will affect 670
plants, including all nuclear facilities and most of the country's
existing coal-fired plants.

But in a press release announcing the rule, EPA went out of
its way to say the impingement requirement would mean little
to more than half the affected facilities. Those plants "already
employ readily available technologies that are likely to put them
into compliance with the proposed standard," EPA said.

The draft rule does require that new generating units built at
existing plants use cooling towers, or equivalently effective tech-
nology, although industry officials and greens say they expected
that because EPA already requires it for new power plants.

Green groups panned the draft rule, accusing EPA of re-
treating from its job of protecting the environment.

"Instead of moving toward modernizing America's power
plants and protecting our water resources, the draft rule moves
us backward," said Steve Fleischli, an attorney with Natural Re-
sources Defense Council, whose 2004 lawsuit with New York-
based Riverkeeper forced the EPA rulemaking.

"EPA has chosen the path of least resistance by caving in
to industry pressure and punting this issue to state agencies that

too often lack the resources and the will to stand up to industry
on this issue," Fleischli said Monday night.

One "silver lining" in the draft rule is the apparent deference
EPA showed California, New York, Delaware and a handful of
New England states that have required cooling towers at existing
plants, Fleischli said.

Specifically, the rule says "EPA supports those state efforts
and determinations and thinks that similar decisions would be
able to be made under this proposed rule."

For their part, industry officials sounded pleased Monday,
with Exelon Corp., operator of the nation's largest nuclear fleet,
saying it was "encouraged that the rule does not mandate cool-
ing towers as a 'one-size-fits-all' technology....

"Although some aspects of the rule will require additional
analyses.., we commend the EPA for engaging in a collaborative
and transparent process as it developed this proposal," Exelon
said.

More neutral sources also suggested the draft EPA rules
hewed toward industry wishes, with Bernstein Research saying
it would minimize generator retrofit costs.

"By allowing site-specific analyses (which may include an
assessment of benefits against costs) and delegating decision-
making to the local level, the EPA's approach is likely to mini-
mize the industry's cost of compliance," said a Bernstein note
released Tuesday.

While disappointing to greens, EPA's draft stance is not a
surprise.

In December, EPA Administrator Lisa Jackson told Rep.
Fred Upton (R-Mich.), then the incoming chairman of the
House Energy and Commerce Committee, that EPA would use
a "common-sense" approach that recognizes plant-specific site
constraints.

More broadly, the EPA move could be seen as a shift by
the Obama administration to the political center on many en-
vironmental issues following the GOP takeover of the House in
November.

Bernstein Research said the draft rule, while relatively light-
handed, would still compel some generators to shut down cer-
tain plants.

For merchant generators, Bernstein predicted New Jersey-
based NRG Energy Inc. and New Orleans-based Entergy Corp.
may both see 4 percent of their total generation capacity at risk.

Among regulated utilities, Bernstein said North Carolina-
based Progress Energy and Richmond, Va.-based Dominion

Resources face retirement risk for 9 percent and 5 percent of
their capacity, respectively.

In addition to simple closed-loop and once-through sys-
tems, plants can use air-cooling systems and "hybrid" air and
water cooling.Nuclear utilities in the past have also proposed modifying
open-loop systems with sophisticated screens designed to fence
aquatic life out of plant intake piping.

While mostly praising the rule Tuesday, the Edison Electric
Institute sounded one note of caution.

"Although the proposed rule appropriately maintains state
responsibility for setting site-specific limits to protect tiny organ-
isms from passing through cooling water intakes, the decision-
making process that states would be required to follow is heavily
slanted in favor of closed-cycle cooling," said the trade associa-
tion for investor-owned electric utilities.
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FuelCell Energy CEO Jumps To Petra Solar
Dan Brdar, chairman, president

and chief executive officer with FuelCell
Energy, a leading U.S. fuel cell manufac-
turer, last week was named chief operat-
ing officer of Petra Solar, a distributed
solar startup that has gained market
traction with innovative photovoltaic
panels that can be mounted on utility
poles and have smart grid communica-
tion capability.

Brdar, who was credited with reduc-
ing production costs and drawing invest-
ment capital to FuelCell Energy, will lead
Petra Solar's sales, marketing, operations
and engineering organizations.

Petra's breakthrough came when it

won a $200 million contract with Public
Service Electric & Gas Co., New Jersey's
largest utility, to install 200,000 of Petra
Solar's SunWave solar systems on street-
light and utility poles in 300 municipali-
ties in the state. To fulfill the contract,
Petra has expanded to more than 140
employees, an almost ten-fold increase
in its workforce since 2009.

Prior to heading FuelCell Energy,
Brdar headed new product introduction
programs for the GE Power Systems unit
and was associate director of the Energy
Department's Office of Power Systems
Product Management, where he was re-
sponsible for developing advanced pow-

er systems incorporating gas turbines,
gasification systems and fuel cells.

FuelCell Energy Friday named
John Rolls, a director of the company
since 2000 and lead independent direc-
tor since 2007, as chairman of its board
of directors, replacing Brdar in that role.
Rolls is managing director of Core Cap-
ital Group.

Brdar's departure follows a strong
first-quarter earnings report by FuelCell
Energy March 9, with the company re-
porting revenues of $28.1 million, com-
pared to $14.6 million in the same peri-
od last year, with strong growth coming
in South Korea.

House GOP Floats Bills To Expand Offshore Drilling,ý.Cont from p.1)
partment that said that drillers are not developing more than
two-thirds of U.S. offshore leases they hold in the Gulf of
Mexico. The report also said more than half of onshore leases
held by industry on federal lands remain idle, with drillers nei-
ther producing oil or gas nor exploring for resources.

And while industry and congressional Republicans charge
that the administration is hurting domestic energy production
by restricting driller access to resources on federal land and in
offshore areas, the Interior report said drillers are doing noth-
ing with 24 million acres of leases in the Gulf potentially con-
taining more than 11 billion barrels of oil and 50 trillion cubic
feet of natural gas.

However, the report was widely rejected by industry groups
and GOP lawmakers as political theater that overlooked the
long-term planning required to successfully develop leases.

Industry groups said the administration continued to drag
its feet on opening access to more offshore areas and speeding
up environmental reviews in areas where drilling is currently
allowed.

Not surprisingly, oil and gas groups trumpeted Hastings'
trio of bills doing just that--and Hastings said in a statement
they were just the first of an "array" of bills Republicans plan
to introduce in the coming weeks as part of larger GOP energy
plans.

Hastings said the so-called "Putting the Gulf Back to Work
Act," would end the administration's "slow-walk" in permitting
new drilling operations in the Gulf of Mexico.

Among other things, the legislation would require Interior
to allow industry to resume work under Gulf permits that were
approved before the administration's offshore deepwater drill-
ing ban was put in place May 27, 2010, following the massive
BP oil spill. If the secretary fails to act, those leases will be put
into suspension-the time clock will stop-until a decision is
made, according to the bill.

Hastings' "Restarting American Offshore Leasing Now
Act" would require Interior to conduct oil and natural gas lease
sales in the Gulf and offshore Virginia that have been delayed
or cancelled by the administration due to its concerns about
offshore drilling safety.

Following last April's Deepwater Horizon debacle, Interior
Secretary Ken Salazar called off Gulf lease sales planned for
March and August of this year-the first year since 1958 that
the U.S. government will not have held an offshore lease sale,
according to Hastings.

Under the bill, those lease sales must occur before June 1,
2012, or within one year after enactment of the bill.

Lastly, the "Reversing President Obama's Offshore Mora-
torium Act" would lift aspects of Interior's revised five-year
offshore plan, announced in December, that placed the Pacific
Ocean, the Atlantic Ocean, the Eastern Gulf and frontier areas
of Alaska off limits to drillers in the near term.

As proposed, the bill would require Interior to move for-
ward in areas "containing the most oil and natural gas re-
sources." According to a map on the House Natural Resources
Committee's website, that would include Arctic areas offshore
Alaska, the southern half of the California coast and the At-
lantic coast from Maine to the tip of South Carolina.

"The majority of Americans support offshore energy pro-
duction and these bills will allow it to move forward in a safe,
responsible and efficient manner," said Hastings.

"With thousands unemployed in the Gulf region and gaso-
line prices nearing $4 per gallon, swift action must be taken to
reverse course and increase U.S. energy production."

However, Democrats ripped Hastings' legislation as an un-
necessary gift to the oil industry that would do nothing to re-
duce rising U.S. gasoline prices or boost U.S. energy security.

Meanwhile, in a move that was welcomed by industry, In-
terior's Bureau of Ocean Energy Management, Regulation and
Enforcement (BOEMRE) Monday issued additional guidance
clarifying expanded offshore deepwater drilling safety require-
ments previously issued by the agency, which many drillers
complained were confusing or vague.

Specifically, BOEMRE sought to clarify requirements and
procedures that lease-holding companies must follow to obtain
approval to conduct activities that propose using a drilling rig
equipped with a subsea blowout preventer (BOP) system, a
floating drilling rig equipped with a surface BOP system, or a
drilling rig on a floating platform.
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Obama Pledges Oil Import Cut, Pushes Alternative Fuels
Under political pressure from rising gasoline prices and GOP claims he is
hindering domestic energy production, President Barack Obama Wednesday
called for reducing U.S. oil imports by a third over the next decade and said his
administration would push harder to develop alternative fuel technology, such
as next-generation biofuels, electric vehicles and increasingly abundant natural
gas as a transportation fuel. Obama's speech, touted as a major address on
U.S. energy security, broke little new policy ground beyond the pledge to cut
current U.S. oil imports of 11 million barrels per day (mmb/d) by a third by
2025. "We cannot keep going from shock to trance on the issue of energy
security, rushing to propose action when gas prices rise, then hitting the snooze
button when they fall again," Obama said. "The United States of America
cannot afford to bet our long-term prosperity and security on a resource that will
eventually run out. Not anymore." To trim U.S. oil use, Obama exhorted...

Senate Climate Vote Delayed By Fight Over Ethanol Subsidy
A behind-the-scenes fight over ethanol subsidies delayed Senate action
Wednesday on a GOP plan to repeal the Environmental Protection Agency's
authority to regulate carbon emissions, with indications some Democrats may
be considering a greenhouse compromise with Republicans, perhaps as part of
a larger deal on the fiscal year 2011 budget. Senate Majority Leader Harry Reid
(D-Nev.) said late Wednesday afternoon that after an unspecified
"breakthrough" in discussions with Republicans, efforts were under way to
schedule "a series of votes" for Thursday afternoon on legislation affecting
EPA's authority to limit carbon emissions from power plants and factories. One
of the votes is expected to be on an amendment offered by Senate Minority
Leader Mitch McConnell (R-Ky.) to a small business assistance bill that would
revoke EPA's authority to regulate carbon. McConnell's amendment does not
appear to have enough support to pass and, even if it did, it would almost
certainly draw a veto...

California Legislature Approves 33 Percent RPS
After years of wrangling-and amid continuing utility concerns about cost and
feasibility--California lawmakers this week gave final approval to legislation
setting the most aggressive renewables requirement of any state, directing the
state's electric utilities to get 33 percent of their power from wind, solar and
other clean energy sources by 2020, up from the state's current requirement of
20 percent by 2010. Gov. Jerry Brown (D) is widely expected to sign the bill,=,

S



which gained final passage Tuesday on a 55-19 vote by the state Assembly. A
spokeswoman for the governor declined Wednesday to confirm that he would
sign the bill, but added in a statement: "The governor broadly supports moving
to renewable electricity at the 33 percent mark." Efforts over the last four years
to pass a 33 percent renewable portfolio standard (RPS) in California had
foundered in part on legislative proposals restricting utilities' ability to use out-
of-state power to meet the higher mandate. Opponents...

Golan Named Acting Manager At DOE Oak Ridge Office
Energy Department officials confirmed this week that Paul Golan, DOE site
manager for the SLAC National Accelerator Laboratory in California, will take
over the department's Oak Ridge office upon the April 3 retirement of Gerald
Boyd, who has been DOE manager of the Tennessee site since 2003. Golan, a
veteran DOE manager, has led DOE...

Kasich Halves Funding for Ohio Ratepayer Advocate
New Republican Ohio Gov. John Kasich proposed earlier this month to cut by
half funding over the next two years for the Ohio Consumers' Counsel, one of
the more active utility ratepayer advocates in the country. Under Kasich's
proposed biennial budget, released March 15, the OCC would get $4.1 million
annually in 2012 and 2013, a 51.3 percent decrease from fiscal year 2011.
Meanwhile Kasich's budget would cut the budget for the state's utility regulator
-the Public Utilities Commission of Ohio (PUCO)-by 5.5 percent in fiscal year
2012 and another 18 percent in fiscal 2012. Although Kasich has described the
move as part of badly...
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Senate Climate Vote
Delayed By Fight

Over Ethanol Subsidy
BY GEORGE LOBSENZ

A behind-the-scenes fight over ethanol subsidies de-
layed Senate action Wednesday on a GOP plan to repeal
the Environmental Protection Agency's authority to regu-
late carbon emissions, with indications some Democrats
may be considering a greenhouse compromise with Repub-
licans, perhaps as part of a larger deal on the fiscal year
2011 budget.

Senate Majority Leader Harry Reid (D-Nev.) said late
Wednesday afternoon that after an unspecified "break-
through" in discussions with Republicans, efforts were un-
der way to schedule "a series of votes" for Thursday after-
noon on legislation affecting EPA's authority to limit car-
bon emissions from power plants and factories.

One of the votes is expected to be on an amendment of-
fered by Senate Minority Leader Mitch McConnell (R-Ky.)
to a small business assistance bill that would revoke EPA's
authority to regulate carbon.

(Continued on p. 4)

Obama Pledges Oil
Import Cut, Pushes

Alternative Fuels
BY JEFF BEATTIE

Under political pressure from rising gasoline prices and GOP
claims he is hindering domestic energy production, President Barack
Obama Wednesday called for reducing U.S. oil imports by a third
over the next decade and said his administration would push harder to
develop alternative fuel technology, such as next-generation biofuels,
electric vehicles and increasingly abundant natural gas as a transpor-
tation fuel.

Obama's speech, touted as a major address on U.S. energy
security, broke little new policy ground beyond the pledge to cut
current U.S. oil imports of 11 million barrels per day (mmb/d) by
a third by 2025.

"We cannot keep going from shock to trance on the issue of
energy security, rushing to propose action when gas prices rise,
then hitting the snooze button when they fall again," Obama said.

"The United States of America cannot afford to bet our long-
term prosperity and security on a resource that will eventually run

(Continued on p. 3)

California Legislature
Approves 33 Percent RPS
After years of wran- BY JOHNATHAN RICKMAN stateAssembly.A spokes-

gling-and amid con- woman for the governor
tinuing utility concerns about cost and
feasibility-California lawmakers this
week gave final approval to legislation
setting the most aggressive renewables
requirement of any state, directing the
state's electric utilities to get 33 percent
of their power from wind, solar and
other clean energy sources by 2020, up
from the state's current requirement of
20 percent by 2010.

Gov. Jerry Brown (D) is widely ex-
pected to sign the bill, which gained final
passage Tuesday on a 55-19 vote by the

declined Wednesday to confirm that he
would sign the bill, but added in a state-
ment: "The governor broadly supports
moving to renewable electricity at the 33
percent mark."

Efforts over the last four years to
pass a 33 percent renewable portfolio
standard (RPS) in California had foun-
dered in part on legislative proposals
restricting utilities' ability to use out-of-
state power to meet the higher mandate.
Opponents of the newly passed bill con-
tinued to express concerns about that

issue and how it might affect costs im-
posed on electric ratepayers to meet the
ambitious renewables target.

However, backers of the legislation,
known as SB 2X, said it had provisions
allowing flexibility for state officials to
waive the renewables requirements if
costs were judged to be too high.

The legislation, proposed by state
Sen. Joe Simitian (Palo Alto), is sup-
ported by two of California's three big
investor-owned utilities-Southern
California Edison (SCE) and San Diego
Gas and Electric Co. (SDG&E)-along
with green groups and renewable energy
producers.

However, while Pacific Gas & Elec-
tric Co. (PG&E) already has one of the
nation's biggest renewable deployment

(Continued on p. 2)
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Golan Named Acting Manager
At DOE Oak Ridge Office

Energy Department officials con-
firmed this week that Paul Golan, DOE
site manager for the SLAC National Ac-
celerator Laboratory in California, will
take over the department's Oak Ridge of-
fice upon the April 3 retirement of Gerald
Boyd, who has been DOE manager of the
Tennessee site since 2003.

Golan, a veteran DOE manager, has
led DOE operations at SLAC since 2007

and prior to that was a senior manager in
the department's environmental manage-
ment program, in DOE's Office of Civil-
ian Radioactive Waste and at the depart-
ment's Rocky Flats plutonium site.

Golan comes to Oak Ridge with the
site also having recently lost its longtime
deputy manager, Robert Brown, to retire-
ment. John Eschenberg, assistant DOE
manager for environmental management

at Oak Ridge, has been serving as acting
deputy Oak Ridge manager since Brown's
departure.

Golan takes over a site that has been
facing increasing pressure from state and lo-
cal government officials on cleanup progress.
Those officials in recent months have raised
concerns that DOE is not allocating enough
money to meet cleanup commitments it has
made at Oak Ridge, which is heavily con-
taminated due to past nuclear weapons and
uranium enrichment operations.

A DOE spokesman said a permanent
DOE manager for the site is to be named
within six months.

California Legislature Approves 33 Percent RPS.... (Continued from p.1)
programs, the San Francisco-based utility Wednesday ex-
pressed continuing concerns that the higher RPS will impose
unacceptable costs on ratepayers to subsidize a bigger build-
out of relatively expensive renewables, as well as new transmis-
sion to reach wind and solar farms in remote regions.

When asked if the utility still generally opposes the bill in
the wake of its passage, PG&E spokesman Danny Boyles said
"yes," but added PG&E plans to work with Brown to make the
bill "more cost-protective" for its customers should the gover-
nor sign the bill.

PG&E's concerns were recently underlined by the Cali-
fornia Public Utilities Commission (CPUC), which earlier
this month rejected a plan by the utility to buy the stalled 246
megawatt Manzana wind project from Iberdrola for $911 mil-
lion. The commission said the deal was too risky and costly for
PG&E ratepayers and that cheaper renewable resources were
available to the utility to meet the state's current 20 percent
clean energy mandate.

The CPUC recently reported that none of the state's utili-
ties had met the 20 percent requirement at the end of 2010.
The commission said in early March that the state's three big
investor-owned utilities collectively served 18 percent of their
2010 retail electricity sales with renewable power, up from 15
percent in 2009.

The CPUC said SCE served 19.4 percent of its retail sales
with renewables, while PG&E and SDG&E provided 17.7 per-
cent and 11.9 percent, respectively, from renewables.

The commission said it expects that in aggregate the three
investor-owned utilities will reach the 20 percent target before
the end of 2012.

SB 2X-which also extends the 33 percent RPS to munici-
pal utilities--sets a key interim goal of 25 percent renewable
generation by 2016.

Importantly, SB 2X would allow utilities to get up to 75
percent of their renewable power from out-of-state plants as
long as those resources are directly connected to the state's grid
and the power is delivered in real time, a legislative aide said in
a statement Wednesday.

However, the bill says no more than 10 percent of the
RPS requirement can be met through renewable energy credits
(REC) bought by utilities from clean energy generators.

The imported power provision was previously a sticking
point for the RPS legislation.

While former Gov. Arnold Schwarzenegger (R) had been

a staunch proponent of a 33 percent RPS, he vetoed a bill in
September 2009 to establish that mandate in law, in large part
due to provisions that limited utilities' ability to import power
or use RECs to meet that mandate.

However, the governor quickly followed with an executive
order that he said would implement the 33 percent standard in
a way that was more workable, especially in terms of streamlin-
ing state permitting procedures to clear the way for the billions
of dollars in new transmission and generation infrastructure
needed to bring more renewables on line.

Developers of renewables Wednesday urged Brown to
sign the bill-the governor has 12 days upon receiving it to do
so-to give Schwarzenegger's executive order the force of law
needed to ensure the RPS will stay in place, thus ensuring an
expanded market for renewables in California.

Nancy Rader, executive director of the California Wind
Energy Association, said in a statement Wednesday the path to
a 33 percent RPS in California has been "a rough road.

"We just want the rules to be set," said Rader, noting that
Brown's signature will set in motion further extensive delibera-
tions between industry, state lawmakers and the CPUC as part
of the legislation's implementation phase that could prove to be
equally laborious.

Indeed, PG&E signaled as much in a letter sent to Brown's
office late Tuesday.

In the letter, PG&E Vice President, Government Relations
Edward Bedwell said PG&E will continue to push for amend-
ments to the bill that promote a "gradual implementation of
targets," including, among other things, a retrenchment of the
bill's requirement that the CPUC set progress goals in between
the standard's multi-year compliance periods.

Bedwell also suggested changes should be made to provi-
sions in the bill that he said restrict large, load-serving utilities
such as PG&E from "banking" RPS-eligible energy deliver-
ies from contracts that are shorter than 10 years even in cases
where utilities exceed clean power targets.

"Today all RPS-eligible energy our customers pay for
counts toward the RPS goals," said Bedwell. "These rules in-
cent complying entities to early action.

"If PG&E procures more than the target, we can count
any extra RPS electricity toward the next year's target. This
approach is not only environmentally desirable, but creates cer-
tainty that is a critical element in managing costs to our cus-
tomers," added Bedwell.
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Obama Pledges Oil Import Cut, Pushes Alternatives... (cont from p.,)
out. Not anymore."

To trim U.S. oil use, Obama exhorted Congress to pass
legislation encouraging the use of natural gas in cars; touted
administration plans to financially back four new advanced
biofuel refineries; and made vague commitments for more gov-
ernment subsidies to boost electric vehicle deployment.

However, some environmental groups downplayed the im-
portance of the president's new oil import cut pledge, saying
growth in the use of biofuels, more efficient cars, slower eco-
nomic growth and other factors already have the nation on that
trajectory.

Indeed, the Energy Information Administration (EIA) re-
cently said that net U.S. oil imports dropped from 11.1 mmb/d
per day to only 8.9 mmb/d over the last six months. And EIA
Administrator Richard Newell told the Senate Energy and
Natural Resources Committee in February that his agency ex-
pects U.S. dependence on foreign oil to fall from highs of 60
percent in 2005 and 2006 to about 42 percent over the next 25
years, in part due to growing domestic use of natural gas liq-
uids and biofuels.

Notably missing in Obama's speech were mentions of
climate change legislation, a priority at the start of Obama's
presidency that has been driven off the agenda by Republicans'
takeover of the House in November.

Obama did reiterate his State of the Union call for a
new "clean energy standard" under which the nation would,
by 2035, produce 80 percent of its power from low-emission
sources such as renewables, nuclear power and clean coal.

The president made only brief comments on the severe
nuclear crisis unfolding in Japan, and its impacts on world and
U.S. nuclear energy needs. Obama noted his March 17 directive
to the Nuclear Regulatory Commission to re-assess the safety
of U.S. reactors in light of the Japan crisis.

But he also said of nuclear power: "We can not simply take
it off the table," largely because nuclear plants emit virtually no
heat-trapping greenhouse gasses.

Obama also used the speech to counterpunch GOP and
industry criticism that his administration is slow-walking de-
velopment of domestic oil and natural gas resources.

Using a counter-argument that Democrats appear to have
settled on, Obama said that while drillers are clamoring for
more access to energy resources on federal lands, "right now,
the industry holds tens of millions of acres of leases where it's
not producing a drop...."

Industry officials say those claims ignore the cost and time
needed to map, develop and drill new wells.

Obama also said the United States should help friendly na-
tions such as Brazil, Mexico and Canada develop their sizable
oil and gas resources so that the United States was less depen-
dent on supplies from volatile or hostile Middle East nations.

The president appeared to be rebutting GOP criticism of
remarks made by Obama in Brazil earlier this month in which

he argued that the United States was eager to be a "major cus-
tomer" for that country's oil. Republicans say Obama should
boost domestic production instead.

While acknowledging the U.S. will remain reliant on oil for
years, Obama spent the bulk of Tuesday's rallying an audience
of students, cabinet secretaries, political leaders and others on
the need to invest in new cleaner fuels, even in the face of huge
federal deficits.

"At a moment like this, sacrificing these investments would
weaken our energy security and make us more dependent on
oil, not less," Obama said. "That's not a game plan to win the
future. That's a vision to keep us mired in the past."

Specifically, the president spoke glowingly of natural gas-
which the United States is producing in increasing volumes
from shale reserves-for both power production and transpor-
tation.

"...[T]he potential here is enormous," Obama said of grow-
ing domestic production of relatively low-carbon gas.

He noted that natural gas enjoys uncommonly broad bi-
partisan support, with 150 lawmakers of both parties backing
legislation last year to boost natural gas use in cars. "I ask them
to keep at it and pass a bill that helps us achieve this goal,"
Obama said.

Obama made brief reference to environmental concerns
about hydraulic fracturing, in which additive-laced water is
shot underground to crack rock formations and release shale
gas. He said he has asked Energy Secretary Steven Chu to work
with other agencies, the natural gas industry, states, and envi-
ronmental experts to "improve" the safety of that production
process.

On another alternative transportation technology, Obama
said his administration's $2 billion investment in electric ve-
hicles (EV) thus far-which includes a competitive grant pro-
gram for communities looking develop EV infrastructure-has
"jump-started" the industry towards his goal of having I mil-
lion EVs on the road by 2015.

"But.. .we need to do more - by offering more powerful
incentives to consumers, and by rewarding the communities
that pave the way for adoption of these vehicles," said Obama,
who in his fiscal year 2012 budget plan called for larger federal
grants to communities who take local actions to speed EV use.

Obama also spoke at length about the promise of biofu-
els-particularly those produced from switchgrass, wood chips
and other non-food feedstocks-to displace gas in powering
U.S. vehicles.

Obama said the administration will provide incentives to
break ground on at least four commercial-scale cellulosic or
advanced biorefineries by 2013.

The president also noted that the U.S. Air Force recently
successfully tested an F-22 fighter jet running on biofuels, with
the aircraft succeeding in breaking the sound barrier while us-
ing the alternative fuel.
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Kasich Halves Funding for Ohio Ratepayer Advocate
New Republican Ohio Gov. John Kasich
proposed earlier this month to cut by half
funding over the next two years for the Ohio
Consumers' Counsel, one of the more active
utility ratepayer advocates in the country.

Under Kasich's proposed biennial
budget, released March 15, the OCC
would get $4.1 million annually in 2012
and 2013, a 51.3 percent decrease from fis-
cal year 2011.

Meanwhile Kasich's budget would cut
the budget for the state's utility regulator-
the Public Utilities Commission of Ohio
(PUCO)-by 5.5 percent in fiscal year 2012
and another 18 percent in fiscal 2012.

Although Kasich has described the
move as part of badly needed belt-tight-
ening in state government, the OCC says
the budget cuts would do nothing to bal-
ance the Ohio's books because the office is
funded entirely with ratepayer surcharges,
and no money from state general funds.

"Cutting the agency budget will not
in any way resolve [Ohio's] budget deficit,"
said Consumers' Counsel Janine Migden-
Ostrander in a March 15 statement.

A spokesman for Kasich acknowl-
edged in a conversation with The Energy
Daily Wednesday that the OCC is not
funded by the state, but said the OCC bud-
get cuts would nevertheless reduce bills for
a huge number of state utility ratepayers.

Despite clear statutory differences in
the two bodies' roles, the spokesman also
said the PUCO was already protecting
ratepayers and that the OCC's work was
duplicative.

"Why do we need two ratepayer pro-
tection organizations?" the spokesman
asked.

In fact, while the OCC's job is to pro-
tect only bill-paying utility customers, the
PUCO is tasked with protecting the inter-
ests not only of ratepayers but also utili-

ties and other Ohio stakeholders.
In fact, Kasich's hand-picked PUCO

.chairman acknowledged that in a March
21 statement addressing the proposed
PUCO and OCC budget cuts.

"The PUCO stands ready to assist
Gov. Kasich in his efforts to streamline
state government," said Chairman Todd
Snichtler, a former GOP state lawmaker
appointed by Kasich last month to the
utility board.

"The PUCO works to protect the
interests of all stakeholders, not just one
group or another," he added. "We are fully
prepared to assist residential utility con-
sumers, and we will continue to balance
their interests with those of other parties
in cases before the commission."

The OCC has been a real thorn in the
side of the state's largest utilities in recent
years, pushing the PUCO to alter or reject
a variety of ratemaking proposals.

Climate Vote Delayed By Fight
McConnell's amendment does not appear to have enough

support to pass and, even if it did, it would almost certainly
draw a veto from President Obama.

However, in an apparent effort to peel off any possible
Democratic votes for McConnell's measure, several Senate
Democrats have introduced or floated alternatives under which
EPA greenhouse enforcement would be delayed or agency ac-
tion on the issue would be circumscribed in certain sectors.

Sen. Jay Rockefeller (D-WVa.) has for months been push-
ing legislation to delay EPA greenhouse regulations for two
years, but some Republicans said Wednesday that is not enough
and that McConnell's bill is clearly preferable.

Sen. Debbie Stabenow (D-Mich.) has also called for a two-
year enforcement delay in a bill that also-in an apparent nod
to her home-state industry-would eliminate states' authority to
set clean car standards that are tougher than federal standards.

Environmentalists say Stabenow's bill also would change
greenhouse accounting rules for carbon emissions resulting
from agriculture and forest industry activities, such as cutting
down trees.

'Sen. Max Baucus (D-Mont.) has introduced an amend-
ment that also would provide favorable greenhouse accounting
for the agriculture and forest industries while also scrapping
EPA rules for carbon controls when industry builds or expands
carbon-emitting facilities, greens say.

Environmentalists, who oppose all the greenhouse pro-
posals, and other observers believe that neither McConnell's
amendment nor the Democratic alternatives have sufficient
support to pass the Senate.

However, some Republicans have indicated they want a
Senate vote to force Democratic moderates-especially those
in economically struggling smokestack states in the Midwest-
to go on the record on EPA's greenhouse gas regulations, which
Republicans claim will raise energy prices and impose huge

Over Ethanol Subsidy... (Cot'd from p.1)

costs on heavy industry.
Senate action on the greenhouse measures had been ex-

pected Wednesday, but apparently was delayed in part by a
behind-the-scenes fight over an amendment to the small busi-
ness bill by Sen. Tom Coburn (R-Okla.) to eliminate the 54-
cent federal tax credit for ethanol. Coburn and other fiscal con-
servatives despise that tax credit as an intolerable government
subsidy for a politically influential industry at a time of huge
federal deficits.

Coburn's ethanol amendment has triggered a huge fight
among Republicans and some of their conservative backers. In
particular, Coburn has taken umbrage over remarks by Grover
Norquist, president of Americans for Tax Reform and a GOP
kingmaker, that Coburn was supporting a tax increase by seek-
ing to eliminate the ethanol tax credit.

Meanwhile, there were unconfirmed media reports that
congressional Democrats may try to reach some kind of com-
promise with Republicans on EPA's greenhouse authority as
part of a grand bargain on the government's unfinished fiscal
year 2011 budget.

With a stopgap funding bill for fiscal year 2011 expiring
April 8-and no further stopgap bills considered politically vi-
able-pressure is growing on both Democratic and Republican
leaders to reach agreement on a spending bill for the last six
months of fiscal 2011, which ends October 1.

The Republican-controlled House recently passed a fis-
cal 2011 budget calling for some $60 billion in cuts from 2010
spending levels. The bill includes several controversial policy
"riders," including repeal of EPA's greenhouse authority.

The Democratic-controlled Senate rejected the House-
passed bill, with Democrats saying its huge spending cuts are
irresponsible and that the policy riders are unacceptable.

However, House Republican leaders say they will not make
a deal on a final fiscal 2011 budget without the policy riders.
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Dominion Wades Into Offshore Wind; Larger Atlantic Line
Evolving
Dominion Virginia Power announced plans Thursday for an initial scoping study
to look at building a high-voltage undersea power line from Virginia Beach into
the Atlantic Ocean to support "potentially multiple offshore wind farms," and
said it is "very interested" in developing offshore wind generation if the firm
deems it feasible. The unexpected announcement by Dominion came on the
same day as the much larger offshore transmission project planned along the
Mid-Atlantic coast by Atlantic Wind Connection (AWC) moved a step forward
with the filing of an application with the Interior Department for a right-of-way in
federal waters for its proposed 300-mile seabed power line. However, while
one end of the AWC line is expected to come ashore near Virginia Beach,
Dominion had nothing to say about any possible interconnections or
coordination with the AWC project, which is being developed by a consortium
led by Trans-Elect Development Co. LLC and backed by Google Inc., Good
Energies and...

Senate Appropriator To NRC: Thin Out Spent Fuel Pools
The Senate's top energy appropriator forcefully pushed the Nuclear Regulatory
Commission this week to require more rapid transfer of spent nuclear fuel at
reactor sites from wet pools to safer dry cask storage, saying the ongoing crisis
at Japan's Fukushima Daichi nuclear plant exposed crowding of spent pools as
a top-priority safety concern in the United States. In a hearing focused on the
Japanese nuclear crisis and U.S. response, Sen. Dianne Feinstein (D-Calif.),
chair of the Senate Appropriations Committee's subcommittee on energy and
water development, also said there should be independent review of U.S.
nuclear plant "design bases"-beyond that done by NRC and nuclear utilities
about whether plant designs can withstand earthquakes, floods and other
safety threats. "Japan has now suffered two earthquakes in past four years that
were larger than the Japanese thought possible, and each devastated a
nuclear power plant that was not designed to endure a quake of that size,"...

EPA Backs New Jersey Complaint Over Pennsylvania Plant
Emissions
In a rare action backing a state's complaint about drifting air pollution from a
single facility in a neighboring state, the U.S. Environmental Protection Agency
Thursday granted a petition submitted by the New Jersey Department of
Environmental Protection to limit sulfur dioxide emissions from a coal-fired



Pennsylvania power plant that EPA agreed are hurting air quality in four
downwind New Jersey counties. EPA proposed to require GenOn Energy Inc.
to reduce sulfur dioxide (S02) emissions from its Portland Generating Station in
Pennsylvania's Northampton County by 81 percent over a three-year period.
Officials with GenOn, recently formed by the merger of RRI Energy and Mirant
and one of the nation's largest merchant generators, declined comment
Thursday on EPA's action. EPA said the action was needed so that New
Jersey could meet the federal limits on short-term concentrations of S02
designed to prevent spikes in levels of the pollutant that can aggravate asthma
and other respiratory...

Sokol Resigns As Chairman Of MidAmerican Energy
David Sokol, longtime chairman of MidAmerican Energy Holdings Co. and main
architect of its growth into an electric utility and pipeline giant over the last 10
years, has abruptly resigned from MidAmerican's parent company--Berkshire
Hathaway--amid questions about his purchase of stock in a company later
acquired by the huge investment firm headed by Warren Buffett. Taking over as
MidAmerican's chairman will be Gregory Abel, who succeeded Sokol as the
company's president and chief executive officer since March 2008. Sokol has
been the top executive at MidAmerican since 1991 and stayed in that position
when Berkshire bought MidAmerican in...
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Senate Appropriator
To NRC: Thin Out
Spent Fuel Pools

BY JEFF BEATTIE

The Senate's top energy appropriator forcefully
pushed the Nuclear Regulatory Commission this week to
require more rapid transfer of spent nuclear fuel at reac-
tor sites from wet pools to safer dry cask storage, saying
the ongoing crisis at Japan's Fukushima Daichi nuclear
plant exposed crowding of spent pools as a top-priority
safety concern in the United States.

In a hearing focused on the Japanese nuclear crisis and
U.S. response, Sen. Dianne Feinstein (D-Calif.), chair of the
Senate Appropriations Committee's subcommittee on energy
and water development, also said there should be indepen-
dent review of U.S. nuclear plant "design bases"--beyond
that done by NRC and nuclear utilities about whether plant
designs can withstand earthquakes, floods and other safety
threats.

"Japan has now suffered two earthquakes in past four
years that were larger than the Japanese thought possible,

(Continued on p. 2)

Dominion Wades Into
Offshore Wind; Larger
Atlantic Line Evolving

BY JOHNATHAN RICKMAN

Dominion Virginia Power announced plans Thursday for an initial
scoping study to look at building a high-voltage undersea power line from
Virginia Beach into the Atlantic Ocean to support "potentially multiple
offshore wind farms," and said it is "very interested" in developing off-
shore wind generation if the firm deems it feasible.

The unexpected announcement by Dominion came on the same
day as the much larger offshore transmission project planned along
the Mid-Atlantic coast by Atlantic Wind Connection (AWC) moved
a step forward with the filing of an application with the Interior De-
partment for a right-of-way in federal waters for its proposed 300-
mile seabed power line.

However, while one end of the AWC line is expected to come
ashore near Virginia Beach, Dominion had nothing to say about
any possible interconnections or coordination with the AWC proj-
ect, which is being developed by a consortium led by Trans-Elect
Development Co. LLC and backed by Google Inc., Good Energies

(Continued on p. 3)

EPA Backs New Jersey Complaint ston conducted several
air quality modeling

Over Pennsylvania Plant Emissions analyses to evaluate
)S02 levels in the state,

In a rare action back- BY GEORGE LOBSENZ Station in Pennsylvania's and those analyses showed that the S02
ing a state's complaint Northampton County by levels in four counties exceeded the fed-
about drifting air pollution from a sin- 81 percent over a three-year period. eral 1-hour national air quality standard
gle facility in a neighboring state, the Officials with GenOn, recently for S02-and that the Portland plant
U.S. Environmental Protection Agency formed by the merger of RRI Energy was the main source of that pollution.
Thursday granted a petition submitted and Mirant and one of the nation's larg- Upon receiving New Jersey's peti-
by the New Jersey Department of Envi- est merchant generators, declined com- tion, EPA conducted its own air pollu-
ronmental Protection to limit sulfur di- ment Thursday on EPA's action. tion modeling analyses for the four af-
oxide emissions from a coal-fired Penn- EPA said the action was needed so fected New Jersey counties and found
sylvania power plant that EPA agreed that New Jersey could meet the federal "a clear connection between the emis-
are hurting air quality in four downwind limits on short-term concentrations of sions from the Portland plant alone and
New Jersey counties. S02 designed to prevent spikes in lev- the elevated level of S02 in New Jersey,"

EPA proposed to require GenOn En- els of the pollutant that can aggravate the agency said in a press release.
ergy Inc. to reduce sulfur dioxide (S02) asthma and other respiratory illnesses. New Jersey took action under Sec-
emissions from its Portland Generating To back up its September 2010 peti- (Continued on p. 4)
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Sokol Resigns As Chairman,
Of MidAmerican Energy

David Sokol, longtime chairman
of MidAmerican Energy Holdings Co.
and main architect of its growth into an
electric utility and pipeline giant over
the last 10 years, has abruptly resigned
from MidAmerican's parent company-
-Berkshire Hathaway--amid questions
about his purchase of stock in a compa-
ny later acquired by the huge investment
firm headed by Warren Buffett.

Taking over as MidAmerican's
chairman will be Gregory Abel, who
succeeded Sokol as the company's presi-
dent and chief executive officer since
March 2008.

Sokol has been the top executive
at MidAmerican since 1991 and stayed
in that position when Berkshire bought
MidAmerican in 2000.

With Berkshire's backing, Mid-
American went on a buying spree, pur-
chasing PacifiCorp., an electric util-

ity serving 1.6 million customers in
six western states, and two major U.S.
gas pipelines-Northern Natural Gas
Co. and Kern River River Gas Trans-
mission Co.-among other big energy
acquisitions. The company also owns
MidAmerican Energy Co., which serves
1.4 million electric and natural gas cus-
tomers in Iowa

More recently, Iowa-based Mi-
dAmerican has teamed with American
Electric Power to enter the electric-
ity transmission business and become
the biggest owner of wind generation
among regulated U.S. utilities.

Sokol's resignation from Berkshire
was disclosed in an unusual letter to the
public signed by Buffett and released by
Berkshire Wednesday in which Buffett
said Sokol had previously indicated he
wanted to leave Berkshire, but that his
resignation March 28 came as a surprise.

However, Buffett said Sokol's de-
parture had nothing to do with Sokol's
purchase of close to 100,000 shares of
Lubrizol, a speciality chemical compa-
ny, prior to Sokol making a recommen-
dation to Buffett in mid-January that
Berkshire buy Lubrizol.

uffett's decision to buy Lubrizol last
month caused ajump in Lubrizol's share
price, netting an apparent $3 million
profit for Sokol on his Lubrizol shares.

In media interviews Thursday,
Sokol rejected allegations that his stock
purchases might be seen as insider trad-
ing, saying he was not acting on any in-
side information at Berkshire and that
he did not expect Buffett to move quick-
ly to buy Lubrizol.

Buffett agreed in his letter Wednes-
day, saying: "Neither Dave nor I feel
his Lubrizol purchases were in any way
unlawful. He has told me that they were
not a factor in his decision to resign."

Media reports suggested Abel's as-
cension to chairman of MidAmerican
makes him a candidate to succeed Buf-
fett as head of Berkshire.

Senate Appropriator To NRC" Thin Out Spent Fuel...'Contdfromp.1)
and each devastated a nuclear power plant that was not de-
signed to endure a quake of that size," Feinstein said.

"The lesson is that we need to think carefully about wheth-
er our country has properly estimated the threats to our nuclear
facilities and designed the facilities to endure them. An inde-
pendent review of the design basis for U.S. plants should be a
priority."

Appearing at the hearing called by Feinstein were NRC
Chairman Gregory Jaczko and nuclear industry officials, who
described numerous steps they have taken to re-assess safety of
U.S. reactors in light of Japan's crisis while also stressing their
belief that the plants are safe and well-protected from crises.

Feinstein acknowledged the steps taken by the agency and
the industry, but pushed NRC hard on the spent fuel issue,
noting that some of Japan's radiation release appears to come
from overheating spent fuel in damaged and partially drained
wet pools.

"Most significantly, I truly believe we must begin to rethink
how we manage spent fuel," she told Jaczko.

Feinstein noted that spent fuel must be cooled in water "at
least 5-7 years" after it is removed from a reactor and is in its
hottest state, but she said many U.S. plants keep the fuel rods
in wet pools far longer. One unnamed plant in her home state
of California has a fuel pool that contains fuel removed from a
reactor 27 years ago, Feinstein said.

"These pools often become defacto long term storage, with
fuel assemblies re-racked and thus increasing the heat load of
the pools.

"This process may have regulatory approval, but I have a
hard time understanding why the NRC has not mandated a

more rapid transfer of spent fuel to dry casks," Feinstein said.
Responding to Feinstein, Jaczko neither rejected nor

embraced the idea of reviewing the NRC's spent fuel pool
policies.

He said the NRC expects most U.S. utilities that have not
already built dry storage casks to do so, but added that the
NRC thinks fuel pools are safe regardless.

The pools are "very robust structures that are designed to
deal with the impacts of natural phenomena that we designed
the entire reactor site to endure," Jaczko said.

He said NRC typically requires that spent fuel stay in wet
pools to cool for about five years before it can be transferred
to dry storage, but acknowledged that NRC sets no maximum
number of years for wet storage.

When utilities propose to add more spent fuel to pools, the
NRC conducts "rigorous analysis to ensure that can be done
safely and securely," Jaczko said.

Feinstein is not the first to suggest that the Japan incident
compels a fresh look at the dangers of crowded U.S. spent fuel
pools, although her influence on agency purse strings and Sen-
ate seniority make her views notable.

In 2005, a National Academy of Sciences panel said the
NRC might want to direct some reactor operators to acceler-
ate the removal of older spent fuel from cooling ponds to dry
cask storage, which the panel said offered some security ad-
vantages. Several antinuclear groups have also recommended
cutting the spent fuel inventory in cooling ponds to lower heat
levels.

Industry officials do not agree with that recommendation,
saying spent fuel is stored safely in cooling ponds.
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Dominion Wades Into Offshore Wind.. (Continued from p.1)

and Marubeni.
Further muddying the waters for the AWC project, the devel-

oper of one of the most advanced offshore wind projects along the
Mid-Atlantic coast near Delaware said Thursday it has no plans to
interconnect with the AWC line, which is supposed to link up mul-
tiple wind farms to deliver efficient and reliable renewable power to
the Mid-Atlantic grid.

At the same time, AWC officials for the first time said they
were considering linking their line to New York's grid to access
that state's lucrative and renewable-hungry market. Previously,
AWC planned to bring the northern end of their line ashore only
in northern New Jersey.

Dominion's new interest in offshore wind comes as the big
Virginia-based utility is looking for new ways to grow following
a strategic restructuring in which it sold off its large oil and gas
production business to focus on its regulated electricity generation
and transmission businesses and natural gas pipeline operations.

Beyond its study examining an offshore power line, Domin-
ion spokesman Jim Norvelle told The Energy Daily Thursday the
company is "very interested in developing offshore wind genera-
tion and getting into the process to see if it makes sense."

Dominion has tip-toed into renewables in recent years, pri-
marily onshore wind, but few other regulated utilities have dabbled
in building and owning riskier offshore wind projects.

But offshore wind is strongly supported by Virginia Gov. Bob
McDonnell (R), former Virginia governor and Sen. Mark Warner
(D) and a host of state lawmakers.

McDonnell lauded Dominion's announcement in a statement
Thursday, saying the company's planned scoping study will help
the state "better understand the possibilities of utilizing this green
energy to help power the economy."

Meanwhile, officials with the AWC project indicated their
project might be evolving as it moves forward.

In a first for the U.S. offshore wind industry, AWC Thursday
filed a right-of-way application with the Interior Department's Bu-
reau of Ocean Energy Management, Regulation and Enforcement
(BOEMRE) for the use of certain areas of the U.S. Outer Conti-
nental Shelf to build their project.

At the same time, AWC President Markian Melnyk told re-
porters at a briefing in Washington Thursday that the consortium
was eyeing a connection to the grid operated by the New York
Independent System Operator.

"New York is a huge market, and it's a high-priced market,"
he said. "And if there is interest in New York, and if other stake-
holders like New Jersey are supportive-and if [PJM Interconnec-
tion LLC, the Mid-Atlantic grid operator] can also be brought on
board-we would consider having one leg of our project connect
into New York."

Melnyk acknowledged that extending the project to New York
would further complicate regulatory approvals and that the propos-
al will only be considered during a later phase of development.

However, Melnyk said shipping traffic zones designated by
the U.S. Coast Guard have essentially quashed prospects for siting
wind farms off parts of Long Island-and that New York officials
remain interested in tapping offshore wind.

"It's not going to be easy to build New York wind farms," he
said. "I think in a practical world, New York is going to be looking
to build-or tap into-the New Jersey wind area and we just want
to make sure that's possible in the future."

However, Melnyk said AWC had more immediate challenges
on its hands, most notably disinterest from the only wind farm de-
veloper with an advanced offshore project along the Mid-Atlantic

coast: NRG Bluewater Wind Delaware LLC.
BOEMRE announced plans March 24 to give NRG Bluewa-

ter Wind the second commercial offshore wind lease to be granted
by the federal government; the first went to the Cape Wind proj-
ect offshore Massachusetts. BOEMRE acted on NRG Bluewater's
proposed 450-megawatt Delaware Offshore Wind Park after deter-
mining there was "no competitive interest" for commercial wind
energy development in the designated high-priority wind energy
zones located offshore the state, precluding the need for competi-
tive bidding.

However, Melnyk indicated Thursday that the NRG Bluewa-
ter project may not link up with the Delaware hub of its ambitious
offshore power line, which he said now has a planned capacity of
up to 7,000 MW, up from previous AWC estimates of 6,000 MW

Melnyk said the prospect of losing NRG Bluewater as a key
customer would likely force the project's developers to rework its
construction plans, which envisions phased-in build-out beginning
in the north and then moving southward along the Atlantic coast.

"Bluewater asked for just aboutevery block within this Dela-
ware zone, and what we're doing is we want to put a hub conve-
niently within that zone," said Melnyk.

"But we don't think it's going to prevent them from putting
wind farms [inthe zone]. Our hub-it's going to be a large piece of
equipment-but... we think it won't be a problem."

Melnyk said each of the project's nine transmission hubs
would be about 650 feet long, 250 feet wide and about 200 feet
high, sitting some 200 feet off the water. He said each hub would
be big enough to allow a helicopter to land to allow for mainte-
nance efforts.

However, Melnyk said Delaware is an "issue" for AWC. "It
may require reconfiguring the first phase of [the project] if Blue-
water does not want to connect to our project."

That appeared to be the case Thursday, as NRG Bluewater
spokesman Dave Gaier said in a statement the company "is not
coordinating in any way" with AWC.

"The [AWC project] is interesting and worthy of study but
doesn't affect any of NRG Bluewater Wind's proposals," said Gaier.

"One of the great benefits of building offshore wind in the
Mid-Atlantic is the high population density very close to shore,
minimizing the need for expensive transmission lines. There
are also a lot of good interconnection locations," added Gaier.
Melnyk also downplayed prospects the AWC line would connect
with a wind project offshore Virginia.

"The Virginia [wind energy zone] is further offshore, so the
water is deeper and the foundations are more expensive. The wind
quality is not quite as good... as it is up north.

"So those two [factors] make it more economical to build in
[areas offshore Delaware and New Jersey] first," added Melnyk.

Melnyk said AWC officials have met with developers interested in
building wind farms offshore Virginia, but declined to name names.

However, citing a recent news story by the Virginian Pilot
newspaper, Norvelle said two Virginia-based companies have in-
deed publically expressed interest in building wind farms offshore
Virginia: Apex Wind Energy Corp. and Seawind Renewable En-
ergy Corp.

The companies last year submitted proposals to federal regu-
lators to lease space roughly 25 miles off Virginia Beach for wind
farms, the newspaper said. Meanwhile, media reports said Virginia
this week announced plans to study putting one of Spanish-owned
Gamesa's next-generation 5 MW wind turbines at the mouth of the
Chesapeake Bay. The Virginia Marine Resources Commission Tues-
day approved the plan.
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"EPA Backs New Jersey Complaint Over Emissions... (Contd from p.1)
tion 126 of the federal Clean Air Act, which allows states to
petition the EPA when they believe their ability to meet federal
clean air standards is being hampered by air pollution emitted
from power plants and other facilities in upwind states.

Proving such pollution transport claims is difficult and com-
plex because typically many pollution sources-including facto-
ries, motor vehicles and power plants--can contribute to pol-
lution in a given downwind area, especially given uncertainties
about weather and wind patterns.

As a result, EPA has received only a handful of such state
petitions, and encountered substantial litigation challenging its
pollution transport analysis and monitoring on the few occa-
sions when it has backed state complaints about emissions from
upwind states.

EPA has for years attempted to carry out a large-scale pro-
gram to address such pollution transport issues, and last year
proposed the so-called "transport" rule requiring reductions of
S02 and emissions of nitrogen oxides from power plants in 31
eastern states and the District of Columbia so that downwind
states can meet federal clean air limits for soot and ozone smog.

However, in its proposed action on the Portland plant, EPA
said the reductions required under its transport rule would not
help New Jersey's problems with short-term S02 spikes and its
failure to meet the federal one-hour S02 standard.

"The transport rule will not seek to identify or quantify re-
ductions necessary to address significant contribution or interfer-
ence with maintenance with respect to the 1-hour S02 [standard],"
EPA said in its proposed decision on the petition from the New
Jersey Department of Environmental Protection (NJDEP). "In
other words, the proposed transport rule does not address trans-
port with respect to the 1-hour S02 [standard] and thus does not
address the concern raised in NJDEP's section 126 petition."

EPA further explained that while Pennsylvania would be re-
quired to file an emissions reduction plan to meet the pollution cuts

required under the agency's transport rule, that plan would address
only those reductions needed to meet the soot and ozone standards
and would not necessary provide the S02 reductions needed to fix
New Jersey's problems meeting the one-hour S02 standard.

Further, EPA said the Clean Air Act set a relatively tight
deadline for the agency to respond to state pollution transport
petitions, and thus it could not await Pennsylvania's "good
neighbor" emissions reduction plan for meeting the transport
rule, which is not due until 2013.

"Since the [Clean Air Act] statute establishes firm deadlines
for action on section 126 petitions, does not provide an excep-
tion for petitions submitted prior to the.., submission deadline
for [good neighbor emissions reduction plans], and provides a
mechanism for incorporating reductions required in response to
section 126 petitions into the state [good neighbor emission cut
plans], EPA believes it does not have discretion to delay action on
a section 126 petition just because the state [good neighbor plan]
submission deadline has not yet passed," the agency said. "EPA
requests comment on this interpretation and all interpretations
of section 126" related to its action on the Portland plant.

EPA said it has received only one prior petition, in 1979,
asking for a section 126 finding with respect to a single emitting
plant. In that case, the Air Pollution Control District of Jefferson
County, Kentucky, requested that EPA find that emissions from
the Gallagher Power Station in southern Indiana were prevent-
ing downwind areas in Kentucky from meeting federal 3-hour,
24-hour, and annual S02 standards.

EPA denied that petition, partly due to a modeling analysis
concluding that the Gallagher plant's modeled allowable emis-
sions were substantially below amounts that would prevent com-
pliance with the S02 standards in question. EPA's decision on
the 1979 petition was upheld by the U.S. Court of Appeals for
the Sixth Circuit after the agency was challenged on the accu-
racy of its air modeling analysis.
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Far-Flung Contamination, Criticality, Leak Worries Darken
Japan Nuke Crisis
Amid belated Japanese acknowledgement of far-flung contamination northwest
of the plant that was first flagged by U.S. authorities nearly two weeks ago,
speculation intensified last week that the damaged reactors at Japan's
Fukushima Daiichi plant may be at risk of uncontrolled criticality incidents and
that "extraordinary" on-site radiation readings may be linked to leakage from at
least one reactor core. Anxiety over conditions in the reactors was continually
stoked last week by a string of disclosures by Japanese officials about large
amounts of radioactivity in water found in trenches adjacent to the reactors, in
site discharges into the ocean and in soil under the plant-all at exposure
levels thousands of times greater than regulatory limits. However, nuclear
experts had few answers as to the source of the contamination, and they were
particularly flabbergasted and disturbed by the massive radiation readings
taken above water sitting in a deep trench outside the Unit 2 reactor at...

U.S. Onshore Oil Boom Straining Midwest Pipes
Booming production from onshore oil fields last year unexpectedly made the
United States the top contributor to crude oil supply growth outside the
Organization for Petroleum Exporting Countries, but that growth has
increasingly strained the Midwest pipeline system and led to backlogs at
landlocked U.S. refineries and delivery points that have distorted the price of
West Texas Intermediate crude, a new Wall Street report said last week. The
March 28 analysis by Bank of America-Merrill Lynch said the market dislocation
could jeopardize the status of West Texas Intermediate (WTI) as a global crude
benchmark because huge surpluses of oil have built up in terminals at the key
delivery point of Cushing., Okla., with no pipeline capacity to take it to Gulf
Coast refineries. Those surpluses have pushed down the price of WTI at
Cushing, threatening to "disconnect" WTI from broader supply/demand
dynamics in the global oil market, the study said. The study also highlighted the
potential of...
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Entergy Drops Yankee Sale; Touts Possible Power Deal
Entergy Corp. conceded last week it could find no buyers for its politically
controversial Vermont Yankee nuclear plant, but--4n a clear effort to avert a
state shutdown of the facility-said it had agreed to a new 20-year deal to sell
a portion of the plant's power to a group of Vermont co-ops for a below-marke•
price. Entergy's press release Wednesday on the matter stressed that its I A



preliminary "agreement" with the Vermont Electric Co-Operative (VEC) is
contingent upon the plant's continued operation past March 2012-when many
Vermont officials want the 603-megawatt reactor to shut down. Entergy also
noted that the agreement needs final approval from the directors of VEC, which
serves 34,000 people across sparsely populated northern Vermont. But in a
sign of the political and public relations battle Entergy faces in the state, VEC
issued a press release Thursday saying the state of talks between the two
sides was significantly less concrete than Entergy had portrayed them...

Japanese Firms Teaming On Hydropower Under Hitachi
Saying Japan's manufacturing sector continues to face "severe" competition
from Europe and China, three of Japan's largest multinational companies said
Wednesday they would combine their hydroelectric generation businesses into
a new company to be mostly owned by Hitachi Ltd. In a joint statement, Hitachi,
Mitsubishi Electric Corp. and Mitsubishi Heavy Industries Ltd. said they intend
to establish the new hydropower unit, to be named HM Hydro Ltd., in May as a
98-percent owned subsidiary of Hitachi and will hand off their respective
operations to...

Dominion Switching Three Coal Plants To Biomass
In one of the larger initiatives by a U.S. utility to convert coal-fueled power
plants to biomass, Dominion announced plans Friday to switch three small
Virginia plants to burn wood waste from logging operations, partly to prepare
for new air quality rules and partly to help meet a state goal for utilities to
produce 15 percent of their power from renewable resources. In a press
release, Richmond-based Dominion said it hopes to convert the three plants-
located in Altavista, Hopewell and Southampton counties-to biomass by
2013...
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US. Onshore Oil
Boom Straining
Midwest Pipes

BY JOHNATHAN RICKMAN

Booming production from onshore oil
fields last year unexpectedly made the United
States the top contribhutor to crude oil supply
growth outside the Organization for Petroleum
Exporting Countries, but that growth has in-
creasingly strained the Midwest pipeline system
and led to backlogs at landlocked U.S. refiner-
ies and delivery points that have distorted the
price of West Texas Intermediate crude, a new
Wall Street report said last week.

The March 28 analysis by Bank of Amer-
ica-Merrill Lynch said the market dislocation
could jeopardize the status of West Texas In-
termediate (WTI) as a global crude benchmark
because huge surpluses of oil have built up in
terminals at the key delivery point of Cushing.,
Okla., with no pipeline capacity to take it to

(Continued on p. 4)

Far-Flung Contamination,
Criticality, Leak Worries

Darken Japan Nuke Crisis
BY GEORGE LOBSENZ

Amid belated Japanese acknowledgement of far-flung contamination northwest
of the plant that was first flagged by U.S. authorities nearly two weeks ago, specula-
tion intensified last week that the damaged reactors at Japan's Fukushima Daiichi
plant may be at risk of uncontrolled criticality incidents and that "extraordinary"
on-site radiation readings may be linked to leakage from at least one reactor core.

Anxiety over conditions in the reactors was continually stoked last week by
a string of disclosures by Japanese officials about large amounts of radioactiv-
ity in water found in trenches adjacent to the reactors, in site discharges into
the ocean and in soil under the plant-all at exposure levels thousands of times
greater than regulatory limits.

However, nuclear experts had few answers as to the source of the contami-
nation, and they were particularly flabbergasted and disturbed by the massive
radiation readings taken above water sitting in a deep trench outside the Unit 2
reactor at the six-unit Fukushima Daiichi plant.

Tokyo Electric Power Co. (TEPCO), the operator of the plant, reported
March 27 that while water in a trench outside the Unit I reactor measured 0.4 mil-

(Continued on p. 3)

Entergy Drops Yankee Sale;
Touts Possible Power Deal
Entergy Corp. conceded

last week it could find no
BY JEFF BEATTIE cials want the 603-megawatt

reactor to shut down.
buyers for its politically controversial
Vermont Yankee nuclear plant, but-in
a clear effort to avert a state shutdown
of the facility-said it had agreed to a
new 20-year deal to sell a portion of the
plant's power to a group of Vermont co-
ops for a below-market price.

Entergy's press release Wednesday
on the matter stressed that its preliminary
"agreement" with the Vermont Electric
Co-Operative (VEC) is contingent upon
the plant's continued operation past
March 2012-when many Vermont offi-

Entergy also noted that the agree-
ment needs final approval from the di-
rectors of VEC, which serves 34,000
people across sparsely populated north-
ern Vermont.

But in a sign of the political and
public relations battle Entergy faces in
the state, VEC issued a press release
Thursday saying the state of talks be-
tween the two sides was significantly
less concrete than Entergy had por-
trayed them.

"Although negotiations to purchase

power from Vermont Yankee have end-
ed, at the present time there is no agree-
ment to purchase power from Entergy
beyond March 2012," said VEC.

"The [Entergy] press release was
fine, all except for one word," VEC
Chief Executive Officer David Hollquist
told The Energy Daily Thursday. "And
that word was 'agreement'-agreement
implies mutual consent and we don't
have mutual consent."

Instead, Hollquist said the co-op
has merely received Entergy's "last and
final offer" on a power sale contract,
and that the co-op's board plans to re-
view it April 24.

An Entergy spokesman stood by
the company's press release Thursday,
noting that it specifically laid out all ca-

(Continued on p. 2)
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Japanese Firms Teaming On
Hydropower Under Hitachi

Saying Japan's manufacturing sector con-
tinues to face "severe" competition from
Europe and China, three of Japan's largest
multinational companies said Wednesday
they would combine their hydroelectric
generation businesses into a new company
to be mostly owned by Hitachi Ltd.

In a joint statement, Hitachi, Mitsubi-
shi Electric Corp. and Mitsubishi Heavy
Industries Ltd. said they intend to establish
the new hydropower unit, to be named HM
Hydro Ltd., in May as a 98-percent owned
subsidiary of Hitachi and will hand off
their respective operations to HM Hydro
through a "simplified company split."

The companies said Mitsubishi Elec-
tric and Mitsubishi Heavy Industries will

each hold' 1 percent of HM Hydro's equity.
In announcing the "simplified" split,

which under Japanese law negates the
need for shareholder approval of cor-
porate reshuffling, the manufacturing
trio said recent times have seen declining
demand for new large-scale hydropower
projects in Japan while European and
Chinese manufacturers have aggressively
pushed into overseas markets.

"For Japanese manufacturers the
business environment continues to be se-
vere," they said.

However, in a nod to last month's
nuclear accident, prompted by a massive
earthquake and tsunami, the three Japa-
nese industrial giants added that "[Japa-

nese] demand [for new hydropower] is
expected to remain solid for renovation
and preventative maintenance of existing
power generation facilities and for up-
grading of power generation capacity."

Additionally, the companies said,
"vigorous and sustained demand [for new
hydropower] is anticipated in such coun-
tries as China... as well as Latin America
and India," giving further cause for the
three companies to combine their efforts
in the clean energy sector.

Recent legislation introduced in
Congress by Sen. Jeff Bingaman (D-
N.M.), chairman of the Senate Natural
Resources Committee, and Sen. Lisa
Murkowski (Alaska), the panel's rank-
ing Republican, also seeks to boost U.S.
hydropower capacity through new incen-
tives for improving efficiency at existing
hydropower facilities and adding hydro-
power capabilities to existing dams.

Entergy Drops Yankee Sale, Touts Possible Deal... (Continued from p.1)
veats to a final deal, including the need for VEC board approval.

More than anything, the kerfuffle Thursday shows just how
sensitive the issue of Vermont Yankee has become in Vermont.

Entergy faces a major challenge in seeking to continue oper-
ating the plant, which Vermont officials want closed due to op-
erational problems and their belief that Entergy officials in 2009
misled a state panel about the potential for tritium leaks at the
plant site. In early 2010 a tritium leak was discovered, which took
more than two months to locate.

Entergy's announcement on the VEC power sales talk ap-
peared intended to offset bad news that Entergy included farther
down in the same press release: that the company has halted ef-
forts, made public last fall, to sell Vermont Yankee.

"Although we received interest from a number of companies,
the conclusion of the sale process, without a sale, was driven pri-
marily by the uncertain political environment in Vermont," said
Richard Smith, president of Entergy Wholesale Commodities.

Smith went on to describe the conclusion of negotiations
with VEC as a step forward in efforts to win state support for
continued operation of the plant.

"Entergy continues to seek successful resolution related to
the long-term future of Vermont Yankee to benefit all stakehold-
ers, including the approximately 650 men and women who work
at the plant," Smith said.

"Securing agreements with the local electric companies to
sell power from the plant at affordable prices is one of the efforts
that has been under way for some time."

VEC is Vermont's third-largest utility, trailing the much larg-
er Central Vermont Public Service Corp. and Green Mountain
Power Corp.

Entergy executives say they might fight in court Vermont's
authority to close the plant, citing the superceding federal au-
thority of the Nuclear Regulatory Commission, which re-licensed
Vermont Yankee just last month.

Either way, one investment bank predicted last week that
Vermont Yankee will remain in service after March 2012, sug-
gesting the state officials will likely back down because the plant
is needed "for regional system reliability."

That prediction, by Jefferies & Co., matches recent analy-
ses by ISO New England, the region's grid operator. Last fall,
ISO New England refused to let Entergy pull the plant out of an
upcoming capacity auction, saying that while Vermont faces reli-
ability problems regardless, the "issues are more severe and could
affect neighboring areas" if Vermont Yankee were closed.

As for talks with VEC, Entergy said its preliminary deal with
the co-op sets a price of 4.9 cents per kilowatt-hour in the first
year of the 20-year deal, with subsequent rates based on "prede-
termined formula" tied to market rates.

VEC CEO Hollquist said the co-op estimates those terms to
be about 8 percent below projected market rates, largely because
it includes a "capacity" component guaranteeing availability of
future supply.

Even so, Hollquist said low price projections for natural
gas-the primary electricity generating fuel in New England-
make it tough for Entergy to argue that Yankee's power is needed
to keep ratepayer bills low over long term.

"The gas market is so favorable right now that--for Enter-
gy-it could not be a worse time if they plan to continue to oper-
ate [Vermont Yankee]," he said. "We don't see any really negative
impact on rates" if the plant does close.
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Criticality, Leak Worries Darken Japan Nuke Crisis... (Conbf from p.1)
lisieverts per hour, the water in the trench next to the Unit 2 reac-
tor measured above 1,000 millisieverts per hour, enough to pose
immediate health threats to workers.

Plant officials offered no explanation for the discrepancy in
radiation readings between the two trenches, but the World Nu-
clear Association, as part of its continuing series of updates on
the accident, appeared to point to one possible explanation in a
March 30 dispatch on its World Nuclear News (WNN) Web site.

The WNN report quoted TEPCO officials as saying they believed
the trenches were not filled with water leaking from the reactors, but
by seawater washed ashore by the tsunami. The report further said
TEPCO believed the lower radiation levels in the water in the Unit I
trench resulted from airborne contamination that was washed out of
the atmosphere by rain and then collected in the trench.

In regard to the highly contaminated water in the Unit 2
trench, the report said "further sampling has not yet taken place
due to [the dangers posed by] this extraordinary level, and it is not
clear if the dose rate is representative of the whole 6,000-cubic-
meter body of water [in the deep trench], although it does match
the level in the basement of the turbine building."

The report did not speculate on the source of the high radia-
tion levels, but added: "Unit 2 suffered suspected damage to its
torus suppression chamber on the morning of 15 March."

In fact, many nuclear experts believe some sort of explosion
inside Unit 2 on March 15 may have breached the reactor's torus
suppression chamber, a donut-shaped component holding water
under the reactor, and that may have created a pathway for leakage
of highly radioactive water from the core into the environment.

The concerns about possible reactor core leaks have been ex-
acerbated by speculation that damaged fuel in the reactors may
have melted or shifted into dangerous configurations inside reactor
vessels that may be conducive to localized-and uncontrolled-
nuclear chain reactions, or criticality incidents. Those incidents
can release deadly bursts of radiation and heat.

Ferenc Dalnoki-Veress, a research scientist at the Monterey In-
stitute of International Studies in California, published a paper in the
Asia-Pacific Journal last week saying high levels of radioactive chlo-
rine-38 measured in the Unit 1 reactor possibly resulted from acciden-
tal criticality incidents involving damaged fuel that shot intense beams
of neutrons at non-radioactive chlorine-37 in seawater pumped into
the unit to cool it. The paper suggests that the amount of radioactive
chlorine found in Unit 1 is too large for the number of neutrons that
would be expected to be released from residual fissioning of undam-
aged nuclear fuel in a shutdown reactor such as Unit 1.

The dire news from the plant site was accompanied last week
by increasingly worrisome monitoring data showing surprisingly
high radiation levels outside the 12-mile evacuation zone estab-
lished by the Japanese government around the Fukushima plant.

There also were growing questions about whether Japanese
officials had responded appropriately to elevated radiation read-
ings to the northwest of the plant-readings that were detected
and disclosed by U.S. monitoring teams weeks ago.

Japanese officials indicated Friday they were considering ex-
panding their evacuation zone after the International Atomic En-
ergy Agency (IAEA) warned Thursday that it had found hot spots
in areas well to the northwest of the plant, with the highest levels
of long-lived cesium-137 measured in the village of Jitate, located
25 miles away from the stricken facility.

The agency said Thursday exposure levels in the area ranged
up to 90 microsieverts per hour-far above background radiation
levels of 0.1 microsieverts per hour and well above levels at which
the IAEA recommends consideration of evacuation in nuclear ac-

cidents. On Friday, the IAEA found exposure levels in the area
remained elevated, ranging from 10 to 161 microsieverts per hour.

Japanese officials noted the IAEA readings in the area varied
considerably and were limited in number and spotty at best, and
overall they suggested residents were not at immediate risk.

However, antinuclear activists expressed shock over the worst
of the radiation readings-and the continuing reluctance of Japa-
nese officials to order a wider evacuation.

Edwin Lyman, a nuclear expert with the antinuclear Union of
Concerned Scientists, said the IAEA's readings of deposition of
cesium-137 in soil in areas to the northwest of the Japanese were
more than double the cesium-137 levels used by authorities in the
Soviet Union to order evacuations around the Chernobyl nuclear
plant after it exploded in 1986.

While the IAEA reported cesium-I 37 deposition levels ranged
up to 3.7 megabecquerels per square meter (MBq/sq. m), Lyman
noted on a blog last week: "This should be compared with the
deposition level that triggered compulsory relocation in the after-
math of the Chernobyl accident: the level set in 1990 by the Soviet
Union was 1.48 MBq/sq. m."

The apparent plume of radioactivity northwest of the plant
was initially flagged by the U.S. Energy Department in a March
22 press release on exposure levels measured by aerial monitoring
around the Japanese plant. In a slide presentation accompanying
that release, DOE said while it found no exposure levels greater
than 300 microsieverts per hour within 25 miles of the plant,
"measurements also show an area of greater radiation extending
northwest of the accident."

The DOE release followed a largely unexplained recommen-
dation by the Nuclear Regulatory Commission early in the crisis
that Americans stay at least 50 miles away from the Fukushima
plant. While NRC officials have not specifically said what monitor-
ing data triggered that recommendation, Bill Borchardt, the agen-
cy's executive director of operations, told the Senate Energy and
Natural Resources Committee last week that the recommendation
was based on monitoring data available at the time and computer
modeling that was purposely "conservative" in projecting possible
releases from the Fukushima plant.

Other experts raised questions last week about whether Japa-
nese or U.S. officials had much reliable data at all on early releases
from the Fukushima accident.

The Institute for Science and International Security (ISIS), a
respected and technically savvy nuclear watchdog group in Wash-
ington, said last week that all but one of the permanent monitor-
ing stations around the Fukushima plant were initially knocked
out by the earthquake, tsunami and loss of electricity at the site.
The group said TEPCO was subsequently able to conduct limited
monitoring with a car or cars equipped with measurement devices,
but that inevitably there were huge gaps in monitoring coverage.

Further, ISIS said news reports in the early days of the acci-
dent wrongly suggested winds consistently blew releases from the
plant out to sea. The group noted that subsequent offsite monitor-
ing has found evidence of plumes of radiation over land both to
the northwest and southwest of the plant.

"Many [early] releases went partially or completely undetect-
ed by on-site monitoring," the group said in a report. "None of
the releases from accidents were monitored as to their radioactive
contents. Although the amount and type of radionuclides in these
releases cannot be estimated from the existing on-site monitoring
data, the existing data support that the potential for significant
radiation doses to off-site population exists, particularly in sectors
northwest and southwest of the reactors."
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Dominion Switching Three Coal Plants To Biomass
In one of the larger initiatives by a

U.S. utility to convert coal-fueled power
plants to biomass, Dominion announced
plans Friday to switch three small Virginia
plants to burn wood waste from logging
operations, partly to prepare for new air
quality rules and partly to help meet a state
goal for utilities to produce 15 percent of
their power from renewable resources.

In a press release, Richmond-based
Dominion said it hopes to convert
the three plants-located in Altavista,
Hopewell and Southampton counties-to
biomass by 2013 pending approval, from
state regulators. The company said the
move would reduce emissions of nitrogen
oxides, sulfur dioxide, mercury and par-
ticulates compared to coal combustion.

While the plants currently run at

times of peak demand at an output of
63 megawatts apiece, after the switcho-
ver each would produce about 50 MW
but run "essentially all the time," Do-
minion said.

Virginia Gov. Bob McDonnell (R)
praised Dominion's planned conver-
sions, saying: "They are essential to ex-
panding our alternative energy portfolio
and closing our import gap, not to men-
tion creating good jobs here in the com-
monwealth."

Dominion said the project would
help it meet Virginia's voluntary renew-
able portfolio standard, which calls for
utilities to produce 15 percent of their
power from renewable resources by 2025.
The company said it successfully met a
2010 milestone of 4 percent renewables.

The company's newly announced
biomass project would exceed in size a
plan by Southern Co. subsidiary Geor-
gia Power to convert a 155 MW coal
plant located near Albany, Ga., to bio-
mass, after which the plant would pro-
duce about 90 MW

A year ago, Georgia Power delayed
that conversion to await an EPA rule-
making on emission limits from indus-
trial boilers, including biomass plants.
EPA issued the rule in February, which
industry generally praised as more flex-
ible and less burdensome than a draft
version that preceded it.

A Georgia Power spokesman said
Friday that the utility was still assess-
ing the possibility of converting its coal
plant to biomass.

US. Onshore Oil Boom Straining Midwest Pipes.. (Continued from p.1)
Gulf Coast refineries. Those surpluses have pushed down the
price of WTI at Cushing, threatening to "disconnect" WTI
from broader supply/demand dynamics in the global oil mar-
ket, the study said.

The study also highlighted the potential of TransCanada
Corp.'s proposed Keystone XL oil sands pipeline--designed
to connect planned terminals in Cushing to planned terminals
in Texas-which the report says would boost oil flows to Gulf
Coast refineries and give aid to overworked Midwest refineries.

However, the report says given recent permitting delays by
the Obama administration, the huge, 1,959-mile pipeline is not ex-
pected to go into service until at least the second quarter of 2013
and will be too late to impact immediate capacity concerns.

Further, additional significant capacity from another
planned pipeline designed to connect Midwest and Gulf Coast
refineries-Enbridge Inc.'s proposed 370-mile Monarch oil
pipeline-is not expected to go into service until at least 2014,
according to the report.

Thus, for the time being refineries located in the Midwest
and in the Rockies will continue to struggle to process surplus
oil flows from the Permian Basin in West Texas and the fast-
growing Bakken Shale formation in North Dakota that are
unable to reach the Gulf Coast, where refineries have seen a
substantial drop-off in crude imports in recent years.

While one short-term impact of this scenario has caused
WTI crude oil to become the "cheapest light sweet benchmark
in the world," the situation also has begun to produce price
differentials between WTI and similar seaborne crude, such as
Brent, that threatens to diminish WTI's position as a global
benchmark, said the report.

"Despite the meager supply outlook in most of the world,
North American crude oil output is increasing at a very fast
pace," said the report.

"The United States was the largest contributor to non-
OPEC oil supply growth in 2010, adding nearly 370,000 [bar-
rels per day (b/d)], and Canadian oil output increased by 150

thousand b/d," added the report, citing statistics produced by
the Energy Department's Energy Information Administration
and the International Energy Agency, respectively.

"With so much supply, the oil pipeline transportation
system has become increasingly stretched, and the price of
light sweet WTI crude oil at the landlocked delivery point of
Cushing, Oklahoma, has collapsed relative to similar seaborne
grades such as Brent.

"With crude oil flowing at a growing pace into the saturat-
ed Midwest pipeline system, utilization rates at [Midwest and
Rockies] refineries.., have soared to very high levels, particu-
larly when compared to refineries in the U.S. East and West
Coasts," continued the Wall Street report, adding that invento-
ries at Cushing as a result have skyrocketed.

"According to the U.S. Department of Energy, Cushing in-
ventories have sat at around 40 million barrels, the highest level
ever, for three weeks running" while, conversely, "crude stocks
in [the Gulf] are now at the lowest seasonal level in four years,"
added the report.

"However... a string of pipeline supply bottlenecks has pre-
vented further flows into the refineries in the U.S. Gulf Coast.
With the pipeline system saturated, shippers have moved on to
other sources of transport including rail and truck to take ad-
vantage of the price differentials between landlocked WTI and
Gulf Coast seaborne grades....

"...[W]hile we expect some degree of convergence between
WTI and Brent into the summer months, the position of WTI
as a global benchmark is fickle," said the report.

"Any refinery, pipeline or storage glitches in the Midwest
could force WTI to disconnect again from global crude oil mar-
kets. The market's hope seems to rest on two pipelines from
Cushing to Texas with capacity exceeding 650,000 b/d that
could come on line by 2013/14. While this additional capac-
ity should help close the WTI-Brent gap, a broader question
remains on whether WTI will be a relevant benchmark at all
by 2014."
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Web 2 new results for Nuclear Regulatory Commission

NRC: Ft. Calhoun needs review - Omaha.com
The NRC says three nuclear power plants, including Fort Calhoun, need increased oversight,
although all are operating safely.
omaha.com/article/20110331 /NEWS01/"1 10339929

NRC officials reassure Mass. on nuclear plants - BostonHerald.com
Officials from the Nuclear Regulatory Commission are reassuring state leaders that nuclear
plants in and around Massachusetts are safe, even as they order ...
www. bostonherald~com/news/regional/view.bg?articleid...
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state will get in return.

Companies have not committed to any new investments if the bill is passed but
have said they see the proposal as a step toward making Alaska more
hospitable to business.

Both sides are deeply entrenched, with the Legislature scheduled to adjourn in
just over two weeks.

Parnell told The Associated Press on Thursday he has no plan to call a special
session. If a bill fails to pass, he said he'll view that as the Legislature
consigning Alaska "to a future of declining oil production" and have no choice
but to rein in spending on the capital budget - which traditionally includes
projects for legislators' districts - to try to conserve the state's reserves.

The House voted 22-16 late Thursday to advance a tax-cut bill to the Senate,
where leaders have expressed skepticism with Parnell's plan. The Democratic
minority leader asked that the vote be reconsidered, likely Friday, a move that
could shift the vote tally.

U.S. concrete pumps sent to Japan to help nuclear crisis

By Jeff Martin

ATLANTA (AP) - Two gigantic concrete pumps - described as the largest
such equipment in the world - will soon be on their way to join the machinery
being used to pour water on damaged reactors in Japan's nuclear crisis,
company officials said Thursday.

The two machines are normally used to spray concrete for new skyscrapers,
bridges and other massive construction projects.

The machines are now be*n retrofitted in South Carolina and California. That
will allow them to spray water instead of concrete on the nuclear reactors, said
Kelly Blickle, a spokeswoman at Putzmeister America Inc. in Wisconsin. The
German firm manufactured the equipment.

Initially, the machines would be used to shoot water on the reactor, Bliclde
says.

But if a decision is made to encase a reactor in concrete - similar to a method
used in the 1986 Chernobyl disaster - the machines would be capable of doing
that as well, Blickle said.

The firm used its machines to entomb the Chernobyl site in concrete, and
Blickle says it already has some equipment helping to shoot water at the site of
the Japanese disaster.



However, those pumps are not as large as the two being prepared to be
shipped to Japan in April. Each one weighs about 19o,ooo pounds (86,ooo
kilograms), and their booms can reach 227 feet (69 meters) - farther than any
of the booms now being used to spray water on the Japanese reactors, Blickle
says.

"They will be able to direct the water to the source of the highest radiation,"
says Jerry Ashmore, president of Ashmore Concrete Contractors Inc. of
Augusta, Georgia.

Ashmore's company has used one of the two machines at the federal
government's Savannah River site along the Georgia-South Carolina border.

Feds study ancient coral near site of Gulf oil spill

By Cain Burdeau

NEW ORLEANS (AP) - Federal scientists say they have dated coral living
near the site of the busted BP oil well in the Gulf of Mexico at 2,000 years old.

The U.S. Geological Survey said Wednesday it had determined the age of the
black coral in the Gulf for the first time. Scientists had been studying the
ancient slow-growing corals before BP's well blew out on April 20, 201o. The
corals were found about 21 miles (34 kilometers) northeast of the BP well
living 1,ooo feet (305 meters) below the surface of the Gulf.

"They're extremely old and extremely slow-growing," said Nancy Prouty, a
USGS scientist. "And there are big questions about their vulnerability and their
ability for recovery."

Black corals feed on organic matter sinking to the sea floor and it could take
decades, or even centuries, to recover from "a disturbance to these
ecosystems," Prouty said.

She said scientists were looking at whether the ancient coral had been
damaged by the BP oil spill, but the damage assessment had not been
completed.

The location of the black coral is important because computer models and
research cruises have mapped much of the deepwater oil moving to the
southwest of the BP well, away from the black coral colony. Scientists have
found dead coral southwest of the well.

However, Prouty said the surface oil slick was over the black coral colony
during the spill.

BP's well leaked more than 200 million gallons of oil after the Deepwater
Horizon drilling rig exploded April 2o, killing 11 workers.



Manchin: As many as 15 Senate Democrats would vote
for EPA restrictions

Freshman Sen. Joe Manchin, D-W.V., said on a home-state radio program that
as many as 15 Senate Democrats favor one or more of the proposed
amendments that would ban or delay EPA greenhouse gas rules, The Hill
reports.

Read more

State opposition to EPA climate rules growing

Already 22 states have adopted or are considering resolutions opposing the
Environmental Protection Agency's regulation of greenhouse emissions and
other initiatives, ClimateWire reports.

Read more

At least one reactor core is damaged, Chu says

Energy Secretary Steven Chu told reporters that at least two of the Fukushima
station reactors have suffered damage, though the spent fuel pools appear to
be filled with water, The Wall Street Journal reports.

Boehner, Republicans insist no deal yet on spending cuts

House Speaker John Boehner and House Republicans insisted again Friday
that no deal has been struck on fiscal 2011 spending cuts, Politico reports.

Bromwich wants Transocean to push subpoenaed
employees to testify



In a letter to Transocean, the nation's chief drilling regulator Michael
Bromwich said the absence of subpoenaed employees at next week's
government hearings into the Macondo spill could affect the company's
standing with the Interior Department, the Houston Chronicle reports.

Read more

The New York Times reports that the two Transocean employees continue to
resist the inquiry by the Interior Department and the Coast Guard.

Manufacturing pace quickens as economy recovers

Despite the industry's complaints that the Obama administration is imposing
too many pollution rules, manufacturing is continuing to expand at its fastest
rate in seven years, Bloomberg reports.

Read more

GE may escape liability in Japan nuclear plant failure

General Electric has not been sued yet in connection with the containment
failures at its reactors at the Fukushima plant in Japan, Reuters reports.

Read more

Meanwhile, plant owner Tepco is offering the equivalent of $5,000 per day to
workers willing to perform tasks in highly radioactive areas of the plant,
Reuters also reports.

Read more

NYT: Freeing America from foreign oil dependency could
be traumatic



The path to freeing Americans from foreign oil dependence as President
Barack Obama has proposed could well be dirty, expensive and politically
explosive, The New York Times reports.

Read more

Upcoming events

9 Apr. 4, Washington: House Energy and Power Subcommittee hearing on
China energy portfolio and impacts on the U.S. economy. 3:00 pm, Rayburn
2322.
* Apr. 4, Washington: National Association of State Energy Officials briefing,
"State Energy Programs and Their Economic Impacts." 3:30 pm, Rayburn
2212.
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EEl, EPSA Urge CFTC To Delay On Position Limits
While political pressure is growing on the agency to set hard position limits for
speculators in commodity derivatives-particularly soaring oil futures--the
Edison Electric Institute and Electric Power Supply Association last week urged
the Commodity Futures Trading Commission to delay action, saying the agency
currently lacks adequate market data to make a required finding that such limits
are "necessary" to protect markets against excessive speculation. Those
comments, included in more than 5,000 written responses to the CFTC's
January 26 notice of proposed rulemaking (NOPR) on the matter, come as key
Democrats in Congress are leaning on the CFTC to take action to curb recent
spikes in gasoline prices that the lawmakers contend are being driven by
speculation in futures markets rather than supply and demand forces. The
CFTC in January proposed a phased approach for setting position limits for
speculators in energy and other commodity futures markets, with several
commissioners backing...

FERC Raps Southern On Limiting Overseer Of Power Auctions
The Federal Energy Regulatory Commission, continuing to keep a tight watch
on Southern Co.'s dominant position in Southeast electricity markets, has
rapped the giant utility for seeking to limit the role of an independent monitor
set up by previous order of the commission to oversee the fairness of
wholesale power auctions in the region. In a March 24 order, the commission
also said Southern failed to take adequate steps to protect confidential data
from other generators participating in the auction, which is run by Southern
because it operates most of the regional grid. FERC made the criticisms in an
order that chastised Southern for failing to fully live up to conditions set by the
commission in 2008 when FERC mandated the power auction as part of an
agreement to let Southern keep its authority to charge market-based rates. The
auction is designed to provide some transparency regarding Southern's
continuing central role as the region's transmission operator, which clearly
raised...

House GOP Targets Yucca Cancellation
GOP leaders of the House Energy and Commerce Committee last week
launched what will be the toughest investigation yet of the Obama
administration's decision to scuttle the Yucca Mountain nuclear waste
repository, with the lawmakers saying they currently see no scientific or
technical evidence justifying the action. House Energy and Commerce



Committee Chairman Fred Upton (Mich.) and Rep. John Shimkus (111.), head of
the committee's panel on environment and economy, laid out...

NRC Names Fukushima Task Force Leader
The Nuclear Regulatory Commission last week named Charles Miller, a 31-year
veteran of the agency and currently director of NRC's Office of Federal and
State Materials and Environmental Management Programs, to lead its task
force examining the implications of the accident at the Fukushima Daiichi
nuclear plant...
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FERC Raps Southern
On Limiting Overseer

Of Power Auctions
BY JEFF BEATTIE

The Federal Energy Regulatory Commission, continu-
ing to keep a tight watch on Southern Co.'s dominant posi-
tion in Southeast electricity markets, has rapped the giant
utility for seeking to limit the role of an independent moni-
tor set up by previous order of the commission to oversee
the fairness of wholesale power auctions in the region.

In a March 24 order, the commission also said South-
ern failed to take adequate steps to protect confidential data
from other generators participating in the auction, which is
run by Southern because it operates most of the regional
grid.

FERC made the criticisms in an order that chastised
Southern for failing to fully live up to conditions set by the
commission in 2008 when FERC mandated the power auc-
tion as part of an agreement to let Southern keep its author-
ity to charge market-based rates.

The auction is designed to provide some transparency

(Continued on p. 2)

EEl, EPSA Urge
CFTC To Delay On

Position Limits
BY JOHNATHAN RICKMAN

While political pressure is growing on the agency to set hard po-
sition limits for speculators in commodity derivatives-particularly
soaring oil futures-the Edison Electric Institute and Electric Power
Supply Association last week urged the Commodity Futures Trad-
ing Commission to delay action, saying the agency currently lacks
adequate market data to make a required finding that such limits are
"necessary" to protect markets against excessive speculation.

Those comments, included in more than 5,000 written re-
sponses to the CFTC's January 26 notice of proposed rulemaking
(NOPR) on the matter, come as key Democrats in Congress are
leaning on the CFTC to take action to curb recent spikes in gaso-
line prices that the lawmakers contend are being driven by specula-
tion in futures markets rather than supply and demand forces.

The CFTC in January proposed a phased approach for set-
ting position limits for speculators in energy and other commodity
futures markets, with several commissioners backing the plan de-

(Continued on p. 3)

House GOP Targets Yucca Cancellation
GOP leaders of the House Energy and
Commerce Committee last week launched
what will be the toughest investigation yet
of the Obama administration's decision
to scuttle the Yucca Mountain nuclear
waste repository, with the lawmakers say-
ing they currently see no scientific or tech-
nical evidence justifying the action.

House Energy and Commerce Com-
mittee Chairman Fred Upton (Mich.)
and Rep. John Shimkus (Ill.), head of
the committee's panel on environment
and economy, laid out their skepticism
in letters to Energy Secretary Steven
Chu and Nuclear Regulatory Commis-
sion Chairman Gregory Jaczko asking
a number of pointed questions about

their role in the administration's action
to kill the proposed Nevada facility.

In the letter to Chu, Upton and
Shimkus said they wanted information
on why the Energy Department moved
to pull a Yucca license application pend-
ing at the Nuclear Regulatory Com-
mission, and why DOE moved to close
down its repository work before NRC
has issued an opinion on whether the li-
cense withdrawal is legal. That question
is also pending in federal court.

Upton and Shimkus said they "also
seek all the information necessary to
evaluate DOE's adherence to its statu-
tory obligations and responsibilities...
and to determine whether DOE is tak-

ing actions that will increase taxpayer
financial liabilities."

Based on "available evidence,"
Shimkus and Upton said they have
found "no scientific- or technical basis
for withdrawing the application."

Many critics of the administration's
decision charge that President Obama
is seeking to scrap the Yucca project
as a political favor to Senate Majority
Leader Harry Reid (D-Nev.), who vehe-
mently opposes the project as unsafe for
his home state.

Administration officials have said
only that there are better nuclear waste
management alternatives than the Yuc-
ca facility.
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FERC Raps Southern On Limiting Overseer.. (continued from p.1)

regarding Southern's continuing central role as the region's
transmission operator, which clearly raised competition issues
regarding the ability of other generators to sell power in South-
ern's service territory.

In a somewhat pointed reminder to Southern about those
concerns, FERC said in its recent order: "We note that the stan-
dards of conduct for transmission providers and the market-
based rate affiliate restrictions... of the commission's regula-
tions continue to apply to Southern Companies."

Southern had no immediate comment Monday, saying
only that it was reviewing FERC's order and would comply.

Among other sensitive competitive issues raised by FERC,
the commission told Southern to scale back the role of its own
auction administrator, an office staffed with Southern Co. em-
ployees in the power auctions, and to prune back that office's
access to confidential information of non-Southern auction
participants.

Perhaps more significantly, FERC suggested that Southern
has, for some time, resisted giving a FERC-ordered "indepen-
dent auction monitor" the full policing role that the commis-
sion wants the monitor to have over wholesale power auctions
in Southern's service territory.

FERC approved the competitive auction process three
years ago as part of a settlement ending FERC's investigation
into whether Southern's market grip in the region was so strong
that the utility should be barred from charging market rates.

Merchant generators in the Southeast have long com-
plained that Southern's dominant position in the region-and
its operation of much of the Southeast grid-makes it tough
for them to compete in various ways.

And FERC clearly sees the independent monitor role-
currently filled by The Brattle Group, a Boston-based consult-
ing firm-as key to ensuring healthy competition in the rela-
tively new Southern balancing authority auctions.

Importantly, FERC's March 24 order does not allege any
wrongdoing by Southern-or anyone else-in the operations
of the auctions, nor in the auctions themselves.

But in the order FERC said it was "concerned that South-
ern Companies have failed to acknowledge that the indepen-
dent auction monitor is responsible for monitoring all auction
participants.

"Rather, it appears that Southern Companies have at-
tempted to limit the focus of the independent auction moni-
tor's role to the technical functioning of the auction and have
not acknowledged the independent auction monitor's re-
sponsibility to monitor for questionable behavior, whether by
Southern Companies or other auction participants," FERC
said.

Southern is one of a handful of U.S. utilities that has re-
sisted ceding control of its power lines and joining a regional
transmission organization (RTO), the independent grid and
market operators that FERC has encouraged to ensure that in-

cumbent utilities do not use their grid operations to freeze out
competing generators in their service territories.

Typically, utilities outside RTOs must show they are not in
a position to wield market power, or submit to charging FERC-
regulated rates.

The Southern auction system is a somewhat unusual alter-
native, in which Southern, FERC and several other stakehold-
ers in the region agreed to power auctions run under certain
conditions to ensure Southern subsidiaries enjoy no competi-
tive advantage.

Also at issue in FERC's March 24 order is the level of ac-
cess that Southern's auction administrator should have to con-
fidential information revealed by third parties during the auc-
tion process.

Southern says-and FERC agreed-that Southern's auc-
tion administrator may need access to the confidential data in
certain circumstances to demonstrate Southern is running the
auction in compliance with all rules and requirements.

Southern says the confidential data is held by an "inde-
pendent auction administrator"-Minneapolis-based Tran-
Serv International Inc.-and that the data will never be seen
by Southern employees other than Southern's auction admin-
istrator.

But FERC rejected Southern's relatively broad propos-
al that the Southern auction monitor should have access to
the confidential data "to ensure that the auction operates as
designed and implemented and in compliance" with FERC
rules.

"Southern Companies' explanation has not persuaded the
commission to allow Southern Companies unfettered access
to third-party confidential information," said FERC. Instead,
the commission said Southern's auction monitor could access
the data only if needed to respond to "questions or complaints
about a particular auction."

FERC also directed Southern to clarify which company
employees can serve in the company's auction administra-
tor office, and to describe more precisely the circumstances
in which they would need to access confidential third-party
data.

FERC also noted that this was at least FERC's second or-
der directing Southern to clarify that issue-as well as FERC's
concerns that the role of the independent auction monitor was
being limited.

"We find Southern Companies' proposed tariff revision in
this regard [third-party data access] to be insufficient," FERC
said.

"Therefore, we again direct Southern Companies to include
in their compliance filing revisions to their tariff language to
specify more narrowly and in the affirmative who may serve as
Southern Companies' auction administrator," FERC said.

FERC also said Southern has "not demonstrated that the
third-party confidential information will be protected."
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NRC Names
The Nuclear Regulatory Commis-

sion last week named Charles Miller, a
31-year veteran of the agency and cur-
rently director of NRC's Office of Fed-
eral and State Materials and Environ-
mental Management Programs, to lead
its task force examining the implications
of the accident at the Fukushima Dai-
ichi nuclear plant for U.S. nuclear power
safety regulations.

The task force will provide its first

Fukushima Task
briefing to the NRC commissioners on
its review May 12 and will follow up with
a June 16 briefing. The task force will
make recommendations on any needed
safety changes in a July 19 presentation
to the commissioners.

Also named to the task force were
Daniel Dorman, deputy director of the
Office of Nuclear Material Safety and
Safeguards; Jack Grobe, deputy direc-
tor of the Office of Nuclear Reactor

Force Leader
Regulation; Gary Holahan, deputy di-
rector of the Office of New Reactors;
Nathan Sanfilippo, executive technical
assistant in NRC's Office of the Execu-
tive Director for Operations; and Amy
Cubbage, an official in the Office of
New Reactors with expertise on boiling
water reactors and GE Hitachi Nuclear
Energy's next-generation reactor, the
Economic Simplified Boiling Water
Reactor.

EEl, EPSA Urge CFTC To Delay On Position Limits.. (Contd from p.1)
spite expressing strong reservations about its likely efficacy-or rently lacks "adequate" market information to justify the need
the need for action by the agency. for new position limit regulations.

While Congress ordered the CFTC to set speculative posi- "Instead of reasoned analysis based on objective facts,
tion limits for energy derivatives in the Wall Street Reform and the proposed rule assumes that excessive speculation exists (or
Consumer Protection Act of 2010, all five CFTC commission- could exist) and then establishes a pervasive and burdensome
ers acknowledged that the agency currently lacked sufficient regulatory regime to remedy this assumed problem," the groups
information to determine where position limits ought to be set, said.
and said they planned to refine the rulemaking as they gained "Such an approach likely will make the U.S. derivatives
more market and trading information, markets less efficient and more expensive for commercial enti-

In recognition of the data gaps, the commission in January ties seeking to manage the risks they incur in their businesses."
proposed only one firm position limit for the 28 energy "core Those arguments echo the position taken by many Wall
physical delivery" commodity contracts and their "economi- Street firms, who say position limits for speculators will dry up
cally equivalent" derivatives, liquidity in many derivative markets, making harder for energy

That would limit speculative "spot-month" positions to 25 companies to find counterparties for deals to hedge their com-
percent of the deliverable supply for a given commodity, with a mercial risks.
conditional spot-month limit of five times that. The Natural Gas Supply Association, which represents

In addition to that action, the agency said in its NOPR producers, and the National Corn Growers Association have
that "the commission is not required to find that an undue bur- also expressed concern the CFTC's proposal would impose
den on interstate commerce resulting from excessive specula- "unreasonable reporting requirements" on certain physical
tion exists or is likely to occur in the future in order to impose commodity derivative trades.
position limits...." However, a jointly drafted March 28 letter by those two

Further, the commission said it was not required to "make groups to the commission did not question the agency's author-
an affirmative finding that position limits are necessary to ity to set position limits on the basis of limited market data.
prevent sudden or unreasonable fluctuations or unwarranted Several energy groups strongly backed the commission's
changes in prices" to protect futures markets. NOPR on position limits as badly needed to curb speculation.

"Rather, the commission may impose position limits pro- While urging the agency to address a number of "inad-
phylactically, based on its reasonable judgment that such limits equacies" in its proposed position limits rule, the Petroleum
are necessary for the purpose of 'diminishing, eliminating, or Marketers Association of America and the New England Fuel
preventing' such burdens" flowing from excessive speculation, Institute said in a joint March 28 letter to the CFTC that their
added the CFTC, referencing language included in the Com- members-gasoline station owners and heating oil and pro-
modity Exchange Act of 1936 (CEA). pane retailers, respectively-strongly support the proposal.

However, in their comments on the CFTC's proposal, sev- Citing the view of its member companies that "excessive
eral energy trade groups directly challenged that interpretation speculation contributed to the 2007-2008 crude run-up and
of the statute by the commission, subsequent fall-out, and that it is contributing to the current

Among the most vocal in making that argument were the surge in crude oil and refined petroleum prices," the groups
Edison Electric Institute, which represents investor-owned util- urged quick action on limits.
ities, and the Electric Power Supply Association, which repre- That view was echoed in a March 17 letter to the CFTC by
sents merchant generators. Sen. Bill Nelson (D-Fla.) along with 11 other Democratic sena-

"The CEA... does not authorize the commission to fix po- tors and Sen. Bernie Sanders (I-Vt.) urging the commission to
sition limits 'prophylactically, based on its reasonable judgment move swiftly on position limits.
that such limits are necessary,"' the two groups said. Other senators signing the letter were Mark Begich (Ark.),

"On the contrary, [the] CEA... manifestly requires the Sherrod Brown (Ohio), Barbara Boxer (Calif.), Maria Cantwell
commission to make a finding that the proposed position limits (Wash.), Al Franken (Minn.), Carl Levin (Mich.), Robert Me-
are 'necessary."' nendez (N.J.), Jeff Merkley (Ore.), Barbara Mikulski (Md.),

Further, the groups said they believe the commission cur- Patty Murray (Wash.) and Jay Rockefeller (W.Va.).
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Duke, Progress Make Hold Harmless Offer On 'Excess' Merger
Costs
While saying their merger raised no market power issues despite the extensive
overlap of their large power plant fleets in the Carolinas, Duke Energy and
Progress Energy this week offered a "hold-harmless" agreement ensuring their
transmission and "wholesale requirements" customers are not charged for five
years for any transaction-related costs in excess of merger-related savings. In
filings with the Federal Energy Regulatory Commission and at the North
Carolina and Kentucky utility commissions, the companies said their
combination would benefit ratepayers by allowing for more efficient dispatch of
their combined generating capacity-thus saving hundreds of millions of dollars
in fuel costs-and by reducing multiple "pancaked" transmission charges in
their adjacent grid operations. But while touting overall benefits to ratepayers
from their combination, Duke and Progress at the same time offered in their
filing at FERC to protect their wholesale requirements customers-such as...

NRC Kills Staff Security Plan For Reactor Construction
Overruling the commission's staff and chairman, four Nuclear Regulatory
Commission members last month rejected a proposal to beef up security at
new reactor construction sites, with some describing the staffs view of the
threat as overly "speculative" and the proposed security steps as duplicating
protective measures already in place. Instead, the NRC majority decision
adopted a voluntary-and presumably less costly-industry approach to
increasing security at sites where reactors are being built, saying it would go
into effect more quickly and produce similar protections. And in a feature
particularly galling to some nuclear watchdog groups, the vote halts the
proposed rule--which had been under development for five years-before it
was released for public comment. The March 30 vote has gotten limited
attention amidst the ongoing nuclear crisis in Japan and expanding controversy
in the United States about the NRC's role in the Obama administration's
cancellation the Yucca...
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Bird Death Concerns Prompt Xcel To Scrap Midwest Wind Farm
In a decision dramatizing a growing debate over the impact of proliferating wind
farms on birds, Xcel Energy last week scrapped plans to build a 150-megawatt
wind farm in southeastern North Dakota, saying the project could take an
unacceptable toll on dwindling populations of federally protected whooping
cranes and piping plovers. The announcement by Minneapolis-based Xcel, the



nation's largest wind energy supplier, drew a surprisingly tough objection from
its partner on the $400 million Merricourt wind project, enXco Development
Corp., a subsidiary of EDF, the state-owned French electricity company. Xcel
said Northern States Power Co.-Minnesota (NSP-Minnesota), the Xcel-owned
company overseeing development of Merricourt, terminated its development
deal with enXco because of "the adverse impact the project could have on
endangered or threatened species protected by federal law and uncertainty in
the cost and timing in mitigating this impact." However, enXco said it believed
concerns over...

DOE Putting WIPP Contact Up For Bid
For only the second time since the site began operations 12 years ago, the
Energy Department announced Monday it would seek competitive bids for the
contract to manage the Waste Isolation Pilot Plant, its underground disposal
facility for transuranic waste in New Mexico. The department issued a draft
request for proposals (RFP) for comment by the public and companies
interested in...

Ex-Gore Aide Lobbying For Brazilian Ethanol Producers
Unica, the Sao Paulo-based group that represents Brazil's sugarcane ethanol
industry, announced Tuesday it has appointed David Thomas, a former deputy
director of legislative affairs for Vice President Al Gore and director...

TEP Building 11 MW Of Rooftop Solar
Tucson Electric Power announced last month it plans to lease space atop
schools and other public facilities for the development of 11 megawatts of new
solar generating capacity over the next three years...
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NRC Kills Staff
Security Plan For

Reactor Construction
BY JEFF BEATTIE

Overruling the commission's staff and chairman,
four Nuclear Regulatory Commission members last
month rejected a proposal to beef up security at new
reactor construction sites, with some describing the
staff's view of the threat as overly "speculative" and
the proposed security steps as duplicating protective
measures already in place.

Instead, the NRC majority decision adopted a
voluntary-and presumably less costly-industry ap-
proach to increasing security at sites where reactors
are being built, saying it would go into effect more
quickly and produce similar protections.

And in a feature particularly galling to some nu-
clear watchdog groups, the vote halts the proposed
rule---which had been under development for five
years-before it was released for public comment.

The March 30 vote has gotten limited atten-

(Continued on p. 4)

Duke, Progress Make
Hold Harmless Offer On
'Excess' Merger Costs

BY GEORGE LOBSENZ

While saying their merger raised no market power issues despite the
extensive overlap of their large power plant fleets in the Carolinas, Duke
Energy and Progress Energy this week offered a "hold-harmless" agreement
ensuring their transmission and "wholesale requirements" customers are not
charged for five years for any transaction-related costs in excess of merger-
related savings.

In filings with the Federal Energy Regulatory Commission and at
the North Carolina and Kentucky utility commissions, the companies
said their combination would benefit ratepayers by allowing for more
efficient dispatch of their combined generating capacity-thus saving
hundreds of millions of dollars in fuel costs-and by reducing multiple
"pancaked" transmission charges in their adjacent grid operations.

But while touting overall benefits to ratepayers from their combina-
tion, Duke and Progress at the same time offered in their filing at FERC
to protect their wholesale requirements customers-such as load-serving
municipal utilities in their service territories-and transmission custom-

(Continued on p. 3)

BnX el impacts on birds couldBird Death Concerns Prompt be still be resolved and
vowed to challenge Xcel's

To Scrap Midwest Wind Farm decision before the Min-
nesota Public Utilities

In a decision drama- BY JOHNATHAN RICKMAN Development Corp., a Commission (PSC).
tizing a growing debate subsidiary of EDF, the "enXco continues to be actively
over the impact of proliferating wind state-owned French electricity company. working on these issues and considers
farms on birds, Xcel Energy last week Xcel said Northern States Power the required answers have been provid-
scrapped plans to build a 150-megawatt Co.-Minnesota (NSP-Minnesota), the ed to NSP-Minnesota. For these rea-
wind farm in southeastern North Da- Xcel-owned company overseeing devel- sons, enXco disputes the relevance and
kota, saying the project could take an opment of Merricourt, terminated its materiality of these concerns to NSP-
unacceptable toll on dwindling popula- development deal with enXco because Minnesota's obligations under the par-
tions of federally protected whooping of "the adverse impact the project could ties' agreements," the company said in a
cranes and piping plovers, have on endangered or threatened spe- statement Tuesday.

The announcement by Minneapolis- cies protected by federal law and uncer- Sandi Briner, director of commu-
based Xcel, the nation's largest wind en- tainty in the cost and timing in mitigat- nications for enXco, said the company
ergy supplier, drew a surprisingly tough ing this impact." "remains committed to the project, to
objection from its partner on the $400 However, enXco said it believed the landowners and the community"
million Merricourt wind project, enXco concerns over the project's potential (Continued on p. 2)
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DOE Putting WIPP Contact
For only the second time since the

site began operations 12 years ago, the
Energy Department announced Mon-
day it would seek competitive bids for
the contract to manage the Waste Iso-
lation Pilot Plant, its underground dis-
posal facility for transuranic waste in
New Mexico.

The department issued a draft re-
quest for proposals (RFP) for comment
by the public and companies interested
in competing for the five-year contract,
which also will have an option for DOE
to extend the contract for another five

years. DOE said it planned to finalize
the RFP later this year and pick a new
contractor next year.

The winning contractor will be re-
sponsible for handling transuranic waste
shipments from all DOE sites nation-
wide to the Waste Isolation Pilot Plant
(WIPP) and operating the disposal site
near Carlsbad. The department said the
scope of work covered by the contract
was between $130 and $160 million per
year.

The WIPP contract has been held
since 2000 by Washington TRU Solu-

Up For Bid
tions LLC, a consortium of Washing-
ton Government Environmental Ser-
vices Co., a subsidiary of URS Corp.,
and Weston Solutions. DOE initially
selected the consortium in 2000 and
noncompetitively extended its contract
by another five years in 2005.

The department last May extended
the consortium's contract for another
two years to maintain continuity while
WIPP was securing a new hazardous
waste permit from New Mexico author-
ities and recertification by the federal
Environmental Protection Agency.

Bird Death Concerns Scrap Midwest Wind Farm... (Continued tromp. 1)

and intends to get the project back on track.
Merricourt is one of two wind farms that Xcel and enXco

planned to partner on in the United States, including the 201-
MW Nobles wind farm in Minnesota, which went into service
late last year. In June 2009, the PSC ruled that Xcel could in-
clude both wind projects in the utility's plan to meet the state's
Renewable Energy Standard, which requires 25 percent of elec-
tricity to be generated from renewable resources by 2020.

At the end of 2009, Xcel had more than 3,000 MW of in-
service wind energy capacity. A statement on the firm's website
says it plans to double that capacity by the end of 2020.

Xcel's decision to scrap Merricourt represents a rare bow
by a power company to concerns about bird mortality caused
by whirling turbine blades.

The utility's action comes amid growing protests from bird
conservancy groups, and reflects controversy over recent volun-
tary guidelines put out by the Interior Department designed to
reduce the winged carnage caused by wind turbines.

According to the American Bird Conservancy (ABC), one
bird is currently killed every minute by wind power projects in
the United States. However, wind energy officials say conser-
vationists' statistics on wind turbine-related bird kills are over-
blown.

ABC says it supports wind power and has urged develop-
ers to make their projects "bird-smart." The group also says
the wind industry should be held to mandatory standards that
protect birds.

However, to date only draft voluntary wildlife guidelines
for wind turbines have been developed, and both ABC and
wind energy officials say they are unworkable.

The Interior Department's Fish and Wildlife Service
(FWS) February 8 released the proposed guidelines along with
separately issued draft eagle conservation plan guidance.

The guidance documents are the result of a two-year, col-
laborative "federal advisory committee" process involving rep-

resentatives from the wind energy industry, state and federal
government, native tribes and various wildlife conservation
groups. The guidance covers the entire phase of wind energy
development, including siting decisions and post-construction
operations and would be voluntarily administered by FWS and
developers.

In issuing the guidance, FWS said it will regard voluntary
adherence to its bird safety recommendations "as evidence of
due care with respect to avoiding, minimizing, and mitigating
adverse impacts" to federally protected species and "will take
such adherence... fully into account when exercising its discre-
tion with respect to any potential referral for prosecution re-
lated to death of or injury to any such species."

However, the American Wind Energy Association (AWEA)
said the guidance would unduly delay wind projects and devi-
ated significantly from the consensus recommendations issued
by the 22-member Wind Turbine Guidelines Federal Advisory
Committee last April.

More broadly, AWEA said recent studies have shown that
the fossil energy industry is far more of a threat to federally
protected avian species than developers of renewable energy.

That prompted a terse response from ABC Vice President
Michael Parr, who charged AWEA with actively seeking to
"conceal the inconvenient truth that wind energy has signifi-
cant bird impacts that need to be addressed.

"Instead of asserting that they are the good guys merely
because they are not as bad as coal, they should be looking at
how they can get their own environmental house in better or-
der," said Parr in a March 3 statement. "This does not look like
a green industry right now."

In a related development, the Federal Energy Regulatory
Commission announced March 30 a memorandum of under-
standing with FWS to "strengthen and promote" conservation
of migratory birds and their habitat in regard to FERC's licens-
ing of electric transmission and natural gas pipeline projects.
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Ex-Gore Aide Lobbying For Brazilian Ethanol Producers
Unica, the Sao Paulo-based group Commission, as its new chief lobbyist in chief of staff for Rep. Zoe Lofgren (D-

that represents Brazil's sugarcane ethanol the group's Washington, D.C., office. Calif.), was directly involved in its 2010
industry, announced Tuesday it has ap- Unica also named Leticia Phillips, the campaign to end the 54-cent-per-gallon
pointed David Thomas, a former deputy group's head of institutional and government tariff on imported ethanol currently pro-
director of legislative affairs for Vice Pres- affairs for North America since 2008, as its tecting U.S. ethanol industry interests-
ident Al Gore and director of congres- chief representative for North America. and discouraging sales of Brazilian sug-
sional relations at the U.S. Federal Trade Unica said Thomas, most recently arcane ethanol.

Duke, Progress Make Hold Harmless Offer.. (continued from p.1)
ers from any "excess" costs from their merger.

"Notwithstanding the clear benefits to wholesale custom-
ers [from the merger], the applicants are willing to make com-
mitments to ensure that the transaction will not have an ad-
verse effect on wholesale rates," Duke and Progress said in their
merger application to FERC.

"Specifically, the applicants commit for a period of five
years to hold harmless wholesale requirements and transmis-
sion customers from the costs of the transaction. For that
five-year period, the applicants will not seek to include merg-
er-related costs in their transmission revenue requirements or
in their wholesale requirements rates, except to the extent they
can demonstrate that merger-related savings are equal to or
in excess of the transaction-related costs included in the rate
filing.

"The commission has approved this type of commitment
in its merger policy statement and in a number of subsequent
cases," Duke and Progress added.

The companies also said FERC would have authority to
monitor their compliance with such a hold-harmless agree-
ment, and that if they sought to include merger-related costs in
transmission rates, they would make compliance filings show-
ing that they were meeting their hold-harmless commitment.

The hold-harmless offer by Duke and Progress appears to
be an effort to head off any challenges from municipal utilities
or large industrial customers who might contend that the merg-
er will significantly and unnecessarily raise their power costs or
otherwise harm the public interest.

However, Duke and Progress said in a market power analy-
sis submitted to FERC that their combination clearly raised no
competition issues.

The companies acknowledged that the close proximity of
their giant utility operations in the Carolinas might, "at first
blush, raise concerns about the competitive effects of the trans-
action.

"Upon closer scrutiny, however, the transaction will not
adversely affect competition in retail or wholesale markets, and
instead will benefit both retail and wholesale customers," they
said.

While the two companies have big overlapping power plant
fleets in the Carolinas, Duke and Progress said residential cus-
tomers would not be hurt by their merger because their rates
are set by state regulators and there is no prospect of retail
market competition in North Carolina or South Carolina. The
companies also said both companies used virtually all of their
generation in the two states to meet the needs of their regulated
customers.

Further, the companies noted that Progress does not have
any merchant generation operations, meaning it could not af-

fect competition in several Midwest and Mid-Atlantic whole-
sale power markets where Duke is a significant player.

They also pointed out that Duke had no merchant gen-
eration in the Carolinas and no power plants serving Progress'
customers in Florida.

The companies said the relative lack of competition be-
tween the two companies in Carolina markets was illustrated
by the fact that only 0.007 percent of Duke's total sales in the
Carolinas were made to third-party wholesale customers-
such as municipal utilities-in Progress' service territory in the
Carolinas. Similarly, Progress' sales to third-party wholesale
customers in Duke's Carolina service territories represented
only 0.003 percent of Progress' total sales in the Carolinas, the
companies said.

In their analysis of horizontal market power, the compa-
nies said the only market concentration problems identified
were caused by the de-pancaking of transmission rates made
possible by the merger.

Specifically, the analysis said that during periods of low,
off-peak power usage in the summer, lower transmission rates
could cut the delivered cost of power from Progress into Duke's
service territory, increasing the amount of Progress' power that
is competitive in Duke's market. The same problem was raised
by lower transmission costs in relation to Duke-generated pow-
er going into Progress' territory.

While those circumstances resulted in the violation of
FERC market power "screens," the companies said that left
a false impression because wholesale customers would clearly
benefit from lower transmission rates.

In their filing with the North Carolina Utilities Commis-
sion (NCUC), Duke and Progress said their merger met gen-
eral state requirements that customers would benefit from their
combination.

In particular, they estimated that joint dispatch of their
power plants would save customers in the state an estimated
$694.7 million in fuel costs from 2012-2016 because more ef-
ficient plants would be used first to meet demand.

Public staff officials at the NCUC initially objected to
the joint dispatch agreement submitted by Duke and Prog-
ress, saying it could be interpreted to allow FERC to pre-empt
state regulators' authority over the utilities. However, the pub-
lic staff backed a re-worded joint dispatch agreement that the
staff said met their concerns by ensuring any agreements were
approved by the state commission before they were submitted
to FERC.

The public staff, which represents ratepayers in the state,
said its actions did not reflect any comment or views on any
substantive issues raised by the merger or the joint dispatch
agreement or whether they were in the public interest.
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TEP Building 11 MW Of Rooftop Solar
Tucson Electric Power announced ing built under a program called TEP erating both clean energy for our com-

last month it plans tolease space atop Bright Roofs, will feed directly into the munity and lease payments that can
schools and other public facilities for utility's local distribution grid. help support education," said Paul Bo-
the development of 11 megawatts of "Our new TEP Bright Roofs pro- navia, chairman, president and chief
new solar generating capacity over the gram offers schools and other public executive officer of TEP and its par-
next three years. agencies an opportunity to put their ent company, UniSource Energy, in a

The utility-owned generation, be- unused rooftop space to good use, gen- March 18 statement.

NRC Kills Staff Security Plan For Reactor.. (continued from p.1)

tion amidst the ongoing nuclear crisis in Japan and expand-
ing controversy in the United States about the NRC's role in
the Obama administration's cancellation the Yucca Mountain
nuclear waste repository.

Nevertheless, the decision ties together two issue-new
nuclear construction costs and security-very much on the
minds of industry and lawmakers. It comes only months after
construction began at the first new U.S. reactors in years, at a
Southern Co. nuclear plant in Georgia.

The decision also exposes again a frequent rift between
NRC Chairman Gregory Jaczko-who voted alone to back
the proposed rule-and NRC's other commissioners, includ-
ing two fellow Democrats, who have opposed the chairman on
Yucca Mountain and other issues.

The 4-1 vote ends a rulemaking that would have required
plant developers to conduct new "security sweeps" of plant
sites while reactors are under construction; tighten searches of
vehicles, material and personnel entering the site; and to erect
physical barriers protecting areas of sites where safety- and
security-significant systems are being built, among other steps.

The goal, according to the NRC staff proposal, was to
block adversaries who might seek to "introduce undetected
defects into [key plant safety systems] or to pre-position... fire-
arms, explosives, or incendiary devices that could be used for
malicious purposes after the plant is operational."

When it proposed the rule in 2006, staff said "the lack of
required security measures before receipt of fuel is inconsistent
with the potential security risk stemming from malicious ac-
tivities that could occur during the construction of new nuclear
power plants."

NRC's decision to reject its staff's proposal was unusual-
although certainly not unprecedented-in that NRC approved
further staff development of approximately the same initiative
in draft form in 2008.

The March 30 vote directed staff "to terminate this rule-
making effort" before it went out for public comment, which
some nuclear watchdog groups criticized harshly.

"For an agency that pretends that transparency is a pri-
ority, this practice is more reminiscent of the old Soviet non-
transparent ballot system," said Dave Lochbaum, director of
the Union of Concerned Scientists' Nuclear Safety Project.

"The American public should not trust that nuclear plant
security is adequate when the NRC makes secret deals with in-
dustry on what industry feels is right," said Lochbaum, refer-
ring to NRC's decision to accept a voluntary construction site
security approach proposed by the Nuclear Energy Institute
(NEI), the industry's trade association.

Some antinuclear groups say the industry likely opposed
the new NRC rules in a desire to keep down new plant construc-

tion costs, the primary barrier to nuclear power expansion.
But NEI officials say their program calls for many of the

same security steps in NRC staff's proposed rule, including ve-
hicle searches, use of barriers to fence off certain areas, new
communication systems with local emergency officials and site
monitoring systems.

NEI Vice President of Regulatory Affairs Doug Walters
says the industry mostly opposed as duplicative a staff pro-
posal for protections against so-called "latent threats," mean-
ing material or objects left at the construction sites for possible
malicious use later.

Walters said plant developers have broad protections in
place already against that possibility.

In the sole vote to back the proposed rule, Jaczko said
NRC staff had crafted "a clear and well-developed proposed
rulemaking package" that would help NRC achieve its statu-
tory goals of protecting public health and the environment.

In opposing the rule, however, Republican NRC Commis-
sioner Kristine Svinicki sai NEI's initiative contained the same
''essential elements" as the staff's proposal.

In comments attached to her vote, Svinicki described the
staff's "threat basis"-or dangers that the rule was intended to
prevent-as "remote and speculative," echoing comments from
fellow Republican NRC Commissioner William Ostendorff.

Svinicki also said current NRC rules already "address
quality assurance during construction of plant structures, the
installation of hardware, the testing of systems, the qualifica-
tion of personnel...," and many other key safety areas for con-
struction sites.

NRC Commissioner Bill Magwood, a Democrat, also said
existing NRC rules provide comprehensive protection at reac-
tor construction sites, and that the staff plan "does not need to
be as prescriptive as has been proposed."

Magwood said the voluntary NEI program would likely
go into effect before the proposed rule, providing quicker* de-
terrence.

Ostendorff's comments provided the fullest rationale for
halting a staff effort encouraged by the commission only three
years ago.

"In short, the basis for this rulemaking is different than that
on which the commission based its decision in 2008," he said.

Ostendorff said NRC approved continued work on the rule
in 2008 "based on the assumption that that these requirements
would be founded on an adequate protection of public health
and safety basis.

"However, the proposed rule that the staff has now pre-
sented to the commission is no longer based on adequate pro-
tection, but rather on the basis of being a cost-justified sub-
stantial security enhancement...."
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NRC: 'Possible Leakage Paths' For Melting Fuel In Japan Nuke
Core
The Nuclear Regulatory Commission said Wednesday there may be 'possible
leakage paths" allowing escape of intensely radioactive melting fuel from the
core of severely damaged Unit 2 reactor at the Fukushima Daiichi nuclear
plant. However, the agency declined to confirm assertions by a Democratic
congressman that fuel had burned through the bottom of the reactor pressure
vessel in the beginning of a core meltdown. That assertion by Rep. Edward
Markey (D-Mass.) at a House hearing Wednesday drew ambiguous statements
from the NRC, which said it did not believe the reactor vessel had been
breached but that it had heard reports of very high radiation levels in the Unit 2
drywell, the concrete structure that surrounds the reactor vessel. The agency
added that it believed that "practically all" of the core remains in the Unit 2
reactor vessel. Markey said he had received emails from the NRC Tuesday
saying agency staff believed that fuel had melted through the steel reactor
vessel representing...

Senate Defeats GOP Amendment To Kill EPA Climate Rules
In a flurry of congressional action on climate change policy Wednesday, the
Senate rejected a Republican amendment to small-business legislation that
would have stripped the Environmental Protection Agency of its Clean Air Act
authority to regulate greenhouse gases, and easily defeated three Democratic
amendments that would have delayed EPA regulations or carved out
exemptions for certain industries. The Senate votes came as the House of
Representatives appeared on track to approve late Wednesday or Thursday
legislation identical to the Senate Republican amendment and sponsored by
House Energy and Commerce Committee Chairman Fred Upton (R-Mich.) and
Rep. Ed Whitfield (R-Ky.), who chairs the House energy panel's subcommittee
on energy and power. The Senate Republican amendment, sponsored by
Senate Minority Leader Mitch McConnell (Ky.) and Sen. James Inhofe (Okla.),
the top Republican on the Senate Environment and Public Works Committee,
was defeated by a vote of 50 to 50, falling 10 votes...

Wyden Alleges Price Manipulation Scheme By Oil Sands Pipe
Shippers
In assertions sharply disputed by the Canadian company building the Keystone
XL oil sands pipeline, Sen. Ron Wyden Wednesday asked the U.S. Federal
Trade Commission to investigate allegations that TransCanada Corp. and six.A



shippers on TransCanada's controversial project have illegally colluded to drive
up prices for oil sands oil at U.S. Midwest refineries by bypassing those plants
and moving oil directly to the Gulf Coast. Citing secret U.S.- and Canadian-
approved transportation service deals between TransCanada and six
committed Keystone XL shippers, as well as testimony taken before Canadian
regulators given by legal counsel for TransCanada, Wyden alleges the seven
Canadian oil companies have worked behind the scenes to benefit Canadian
producers. "While the full nature of the arrangements agreed upon by the
Canadian shippers is unclear, there is clear indication that there is a
coordinated 'strategy' among Canadian suppliers to gain higher prices," Wyden
said in a letter to FTC...

EPRI, USNAP Collaborating On Smart Grid Interface
In a key advance for smart grid deployment, the USNAP Alliance and the
Electric Power Research Institute announced last month they will jointly develop
a standard "socket interface" for appliances and other household devices
through which utilities and other electricity providers can deliver demand-
response signals and gather energy use data. The harmonization effort was
launched at the request of the Home-to-Grid Domain Expert Working Group
working under the National Institute of...
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Senate Defeats GOP
Amendment To Kill
EPA Climate Rules

BY CHRIS HOLLY

In a flurry of congressional action on climate
change policy Wednesday, the Senate rejected a Re-
publican amendment to small-business legislation
that would have stripped the Environmental Protec-
tion Agency of its Clean Air Act authority to regulate
greenhouse gases, and easily defeated three Democrat-
ic amendments that would have delayed EPA regula-
tions or carved out exemptions for certain industries.

The Senate votes came as the House of Represen-
tatives appeared on track to approve late Wednesday or
Thursday legislation identical to the Senate Republican
amendment and sponsored by House Energy and Com-
merce Committee Chairman Fred Upton (R-Mich.)
and Rep. Ed Whitfield (R-Ky.), .who chairs the House
energy panel's subcommittee on energy and power.

The Senate Republican amendment, sponsored
by Senate Minority Leader Mitch McConnell (Ky.) and

(Continued on p. 4)

NRC: 'Possible Leakage
Paths' For Melting Fuel

In Japan Nuke Core
BY GEORGE LOBSENZ

The Nuclear Regulatory Commission said Wednesday there may be
"possible leakage paths" allowing escape of intensely radioactive melting fuel
from the core of severely damaged Unit 2 reactor at the Fukushima Daiichi
nuclear plant. However, the agency declined to confirm assertions by a Dem-
ocratic congressman that fuel had burned through the bottom of the reactor
pressure vessel in the beginning of a core meltdown.

That assertion by Rep. Edward Markey (D-Mass.) at a House hear-
ing Wednesday drew ambiguous statements from the NRC, which said
it did not believe the reactor vessel had been breached but that it had
heard reports of very high radiation levels in the Unit 2 drywell, the
concrete structure that surrounds the reactor vessel. The agency added
that it believed that "practically all" of the core remains in the Unit 2
reactor vessel.

Markey said he had received emails from the NRC Tuesday saying
agency staff believed that fuel had melted through the steel reactor vessel
representing the main barrier against release of intense radioactivity from

(Continued on p. 3)

W yden Alleges Price M anipulation pipSed KeystOne bXL
Canadian oil shippersScheme By Oil Sands Pipe Shipp ers to add up to $4 billion
to U.S. fuel costs."

In assertions sharply BYJOHNATHAN RICKMAN mitted Keystone XL
disputed by the Canadian shippers, as well as testi-
company building the Keystone XL oil mony taken before Canadian regulators
sands pipeline, Sen. Ron Wyden Wednes- given by legal counsel for TransCanada,
day asked the U.S. Federal Trade Com- Wyden alleges the seven Canadian oil
mission to investigate allegations that companies have worked behind the
TransCanada Corp. and six shippers scenes to benefit Canadian producers.
on TransCanada's controversial project "While the full nature of the ar-
have illegally colluded to drive up prices rangements agreed upon by the Canadi-
for oil sands oil at U.S. Midwest refiner- an shippers is unclear, there is clear indi-
ies by bypassing those plants and mov- cation that there is a coordinated 'strat-
ing oil directly to the Gulf Coast. egy' among Canadian suppliers to gain

Citing secret U.S.- and Canadian- higher prices," Wyden said in a letter to
approved transportation service deals FTC Chairman Jonathan Leibowitz.
between TransCanada and six com- "According to TransCanada, the pro-

Wyden's allegations come as some
environmentalists and Democrats are
ramping up an effort to stop construc-
tion of Keystone XL.

The massive pipeline project is
currently undergoing a supplemental
environmental review by the State De-
partment--which must approve projects
crossing international borders--follow-
ing concerns raised by the U.S. Envi-
ronmental Protection Agency, congres-
sional Democrats and others that the
project will raise global greenhouse gas
emissions by increasing use of carbon-

(Continued on p. 2)
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EPRI, USNAP Collaborating On Smart Grid Interface
In a key advance for smart grid de- Developing a standard socket inter- to link residential appliances and house

'loyment, the USNAP Alliance and the face is considered critical to giving utilities hold consumer products with utility com.
lectric Power Research Institute an- and manufacturers more certainty on de- munication systems.
ounced last month they will jointly de- sign of communication systems so they do "The two specifications are similar it
elop a standard "socket interface" for not become obsolescent as the smart grid technical approach and are nearly identi
ppliances and other household devices evolves. cal in their basic purpose," said Brian Seal
hrough which utilities and other electric- The USNAP-EPRI effort is especially senior project manager for EPRI. "Eaci
ty providers can deliver demand-response important because one of the key early has broad industry support and provide•
ignals and gather energy use data. goals of smart grid developers is to enable the range of benefits associated with com

The harmonization effort was appliances and other household devices munication modularity."
aunched at the request of the Home-to- to automatically respond to demand-re- Jon Rappaport, chairman of the US
jrid Domain Expert Working Group sponse signals seeking reduced power us- NAP Alliance, said the collaboration witi
torking under the National Institute of age at times of grid stress. EPRI will give manufacturers, utilities
tandards and Technology (NIST), which Both USNAP, an alliance of utilities service providers and consumers acces•

leading a joint government-industry and manufacturers, and EPRI, the electric to a larger number of consumer product.
nitiative to develop smart grid operating industry's research organization, have de- that can react to energy-related informa
tandards. veloped initial socket interfaces designed tion from utilities and grid operators.

s

s
s

Wyden Alleges Price Manipulation Scheme... (Continued from p.1)
heavy oil sands resources. The State Department analysis is ex- fineries and give aid to Midwest refineries currently backlogged
pected to be released for public comment later this month. with supplies from booming U.S. onshore oil production.

Wyden's letter to the FTC includes a partial transcript of That situation, fueled in large part by fast-growing devel-
an exchange between Thomas Wise of Purvin & Gertz Inc., a opment of the Permian Basin in West Texas and the red-hot
consultant to TransCanada, and D. Davies of Enbridge Pipe- Bakken Shale formation in North Dakota, is currently fueling
lines Inc. before Canada's National Energy Board on Sept. 17, a record low price environment for U.S. light sweet crude at
2009, that Wyden said "indicates that the Canadian companies Midwest refineries, partly due to limited pathways for that oil
intend to incur higher pipeline tariff costs" on Keystone XL. to Gulf refineries, according to Wall Street analysts.

In the transcript excerpt, Wise tells an inquiring Davies that In a statement Wednesday responding to Wyden's allega-
seven shippers on Keystone XL are pursuing a "strategy" of tions, TransCanada spokesman Terry Cunha declined to ad-
"increasing the net-back price for [Canadian] producers" of oil dress whether any U.S. antitrust laws were broken by the firm.
sands oil that agree to supply a committed volume on Keystone Instead, Cunha sought to lance Wyden's argument that Key-
XL by selling "a minority of the barrels... at the Gulf Coast at a stone XL would raise prices for Canadian oil sands oil at U.S.
Gulf Coast price, that would have the effect of raising the price Midwest refineries.
not only in the Midwest and Ontario but in Western Canada." "When Keystone phase one started delivering crude to

Said Wyden: "Because of the potential impact on U.S. [Midwest refineries] July 1, 2010, the spread between the U.S.
gasoline consumers and because of the long-term impacts that spot per barrel of oil price and [the Organization for Petroleum
such arrangements and the construction of the Keystone XL Exporting Countries (OPEC) price] was minimal-$72.44 U.S.
pipeline could have on U.S. oil supplies, markets and energy se- versus $73.39 OPEC," said Cunha, referencing the company's
curity, I am requesting the FTC investigate whether anti-com- larger Keystone oil sands system.
petitive practices violating U.S. antitrust laws have occurred in "With added Keystone barrels over the past nine months at
relation to the proposed pipeline project and related shippers' [Midwest refineries], that differential has widened from $107.70
agreements." U.S. to $116.60 OPEC," he added.

The companies that Wyden has asked the FTC to investi- "So these facts support our argument that additional Key-
gate are TransCanada Keystone Pipeline LP and the so-called stone volumes and current line fill for our Cushing extension
"Keystone Shippers Group": Canadian Natural Resources [Keystone XL] have added supply to the market, keeping the
Limited, Conoco Phillips Canada Marketing & Trading ULC, price of U.S. spot $8 dollars lower than the OPEC price.
EnCana Corp., Shell Trading Canada, Total E&P Canada Ltd. "The price of Canadian crude remains at $92.70," Cunha
and Trafigura Canada General Partnership. continued.

Industry groups say Keystone XL, designed to ship up "So Keystone benefits U.S. refiners by allowing them ac-
to 900,000 barrels per day (bpd) from Hardisty, Alberta, to cess to cheaper crude, and benefits the U.S.-based companies
planned terminals in Cushing, Okla., Houston and Port Ar- shipping their oil sands crude to market as they receive more
thur, Texas, is badly needed to boost oil flows to Gulf Coast re- per barrel. Again, lower oil prices, lower gas prices."
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'Possible Leakage Paths' For Melting Fuel In Core... (condfrom .1)
the Unit 2 core. While the IAEA provided no additional detail on the sus-

"The cores of at least two of the Japanese reactors are severely pected damage to Unit 2's fuel and reactor containment, contain-
damaged," Markey noted at a hearing called by the House Energy ment breaches could explain the huge amounts of highly contami-
and Commerce Committee's oversight and investigations subcom- nated water found in trenches and turbine buildings near those
mittee on the response of the NRC to the Fukushima accident. units in recent days. Indeed, Japanese authorities have struggled

"I have been informed by the Nuclear Regulatory Commis- to explain the source of deadly radiation readings exceeding 1,000
sion that the core of Unit Two has gotten so hot that part of it has millisieverts in one trench near Unit 2-radiation levels that would
probably melted through the reactor pressure vessel." appear to suggest leakage of highly contaminated water from a

Markey posted on his Web site the emails he received Tues- reactor core.
day from the NRC responding to his questions about whether fuel However, the IAEA said pressure readings in the reactor ves-
had melted through the reactor vessel and fallen into the torus, sel remained constant, which would not be the case if there were a
a doughnut-shaped component beneath the Unit 2 drywell that major leak, although pressure levels could be masked by the huge
holds cooling water. amount of cooling water that TEPCO continues to pump into the

"You had asked if the core of Unit 2 had melted into the to- reactor.
rus," the NRC congressional affairs office told Markey. "Here is IAEA officials also note that monitoring instruments inside
the view from the NRC Emergency Operations Center: the reactor may be malfunctioning, which appears to be the case

"Based on radiation readings in the drywell and the torus for temperature monitors at the bottom of the Unit 2 vessel that
(3340 rem/hour and 91 rem/hour, respectively), the NRC staff might help determine if fuel had melted through the bottom of the
speculates that part of the Unit 2 core may be out of the reac- reactor vessel.
tor pressure vessel and may be in the lower space of the drywell. The IAEA reported Wednesday that the temperature at Unit
Lower radiation readings in the torus suggest that there is not core 2's feedwater nozzle-where cooling water is injected into the reac-
material in the torus." tor-was stable at 141 degrees Celsius but that it had received no

A statement released by NRC late Wednesday in response to report from Japanese authorities on temperatures at the bottom of
Markey's comments indicated much the same view as indicated in the Unit 2 reactor.
the email to Markey. Markey made his statement about a possible core melt acci-

"There continues to be a great deal we don't know regarding dent at Fukushima at a House hearing that was dominated by alle-
the situation at Fukushima," the NRC statement said. "One thing gations by some Democrats and antinuclear activists that the NRC
we do know with reasonable certainty is that the core of Unit 2 has has played down risks at U.S. nuclear plants from severe earth-
been damaged. quakes that can cut off reactors from the electricity grid, threaten-

"Beyond that, the NRC speculates there are possible leakage ing plant cooling water systems vital to keeping reactor fuel from
paths from the reactor vessel into the drywell that could account overheating as at the Fukushima plant.
for reports of high radiation levels in the drywell. The NRC does In particular, the NRC critics said the agency had been less
not believe the reactor vessel has given way, and we do believe than forthcoming about a draft internal study that concluded
practically all of the core remains in the vessel. These two beliefs that the Peach Bottom nuclear plant in Pennsylvania could come
drive our continuing recommendation that every available method within an hour of core damage in the event of the prolonged loss
should be used to add fresh water to the Unit 2 reactor vessel and of offsite power to the facility. The study indicated onsite backup
continue cooling the core." power systems at the plant might not last long enough to assure

An accelerating core melt at Fukushima would raise the pros- continued cooling capability if offsite power remained out for as
pect of a worst-case nuclear accident in which fuel could fall to the little as four to 8 hours.
floor of the drywell and burn through to the environment, with Peach Bottom has the same type of boiling water reactors used
massive releases of long-lived fission products to soil and ground- at the Fukushima plant, which lost cooling capability for reactors
water. and spent fuel pools when their backup on-site power supplies ran

There were no official statements from Japanese authorities, out following the extended loss of power from the grid.
the International Atomic Energy Agency (IAEA) or the Fukushi- The NRC study, called the State of the Art Reactor Conse-
ma plant operator, Tokyo Electric Power Co. (TEPCO), about any quence Analyses, is a modeling exercise by NRC to realistically
breach of the Unit 2 reactor vessel, nor were there any such reports estimate the outcomes of severe accident scenarios that might
in Japanese media. cause a nuclear power plant to release radioactive material into

A spokesman for the IAEA told The Energy Daily in an email the environment.
Wednesday that the agency had received no information about fuel While NRC officials said the Peach Bottom finding represent-
leakage from Unit 2. ed a highly unlikely worst-case scenario, the antinuclear Union

"The IAEA has not reported such a development," the spokes- of Concerned Scientists (UCS) said the NRC study showed the
man said. "As you know, the IAEA receives information from its agency's requirements for backup power supplies at the plant were
Japanese counterparts and relays that information to its member clearly inadequate,
states." NRC officials said they were reviewing the adequacy of their

However, Japanese authorities and the IAEA have previously "station blackout" requirements, but noted that the agency had
disclosed that an apparent hydrogen explosion inside Unit 2 in the recently required U.S. plant operators to beef up their backup
early days of the Fukushima accident may have cracked part of power supplies in response to concerns about possible terrorist
the primary reactor containment. attacks.

In fact, the IAEA in its April 6 update on conditions at Fuku- UCS charged that NRC officials were overestimating the ben-
shima said there was "damage suspected" to containment integrity efits of those additional requirements, saying some agency analy-
at both Units 2 and 3 at the plant. The agency also said there was ses took credit for plant improvements that were not designed to
"severe damage" to the fuel in Unit 2. withstand earthquakes.
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Senate Defeats Amendment To Kill Climate Rules...(ct'dfmmp.1)
Sen. James Inhofe (Okla.), the top Republican on the Senate Envi-
ronment and Public Works Committee, was defeated by a vote of
50 to 50, falling 10 votes short of the 60 needed for approval.

All but one of the Senate's 47 Republicans-Sen. Susan Col-
lins of Maine-and four Democrats voted for the bill. The Demo-
crats were Sens. Mary Landrieu (La.), Joe Manchin (W Va.) Ben
Nelson (Neb.) and Mark Pryor (Ark.).

The Senate also defeated by a vote of 88-12 an amendment
by Sen. Jay Rockefeller (D-W Va.) that would have delayed EPA's
climate change regulations for two years.

And senators voted in even larger numbers against two other
Democratic alternatives.

They rejected by a vote of 93-7 an amendment by Sen. Deb-
bie Stabenow (D-Mich.) to exempt agricultural producers from
EPA climate rules and delay EPA enforcement of the regulations
for two years.

And they voted 93-7 against an amendment by Max Baucus
(D-Mont.) to exempt small businesses and agricultural producers
and to prevent the rules' application to large greenhouse gas emit-
ters that do not also emit conventional air pollutants.

The Upton-Whitfield bill is expected to pass the House eas-
ily, but the Senate rejection of McConnell's amendment clearly
demonstrates that the House bill has no chance in the Senate as a
stand-alone bill.

However, some Hill-watchers think that House Republican
leaders will continue efforts to move the bill by attaching it to oth-
er "must-pass" legislation, such as budget measures, to force the
Senate to accept the package.

House Republicans in February approved a spending bill
for the remainder of 2011 that included several "riders" aimed at
blocking EPA regulations, including climate change rules. Howev-
er, Senate Majority Leader Harry Reid (D-Nev.) told reporters last
week that the Senate would not accept a budget bill that includes
language to block the EPA rules.

Regardless of their future plans for the measure, House and
Senate Republicans warned during Wednesday's debate that they
will target Democrats up for re-election next year for their votes
against the bill to block EPA's greenhouse authority, which would
affect a number of major agency initiatives.

The legislation would overturn EPA's scientific finding that
greenhouse gases endanger public health and welfare, a Clean Air
Act prerequisite for regulation of pollutants. It also would repeal an

EPA regulation requiring large emission sources to report their emis-
sions and a rule that took effect in January requiring large sources to
account for greenhouse gases in their state or federal air permits.

Further, the legislation would void the agency's plans, an-
nounced in January, to issue final rules within two years to impose
greenhouse gas "new source performance standards" on power
plants and oil refineries.

Finally, the bill would prevent EPA from establishing new
greenhouse gas emission standards for motor vehicles in the 2017-
2025 model years, a provision critics said would increase the nation's
dependence on foreign oil and hike fuel costs for consumers.

Even though the House bill appears to have little chance of
becoming law, the White House Tuesday issued a veto threat on
the legislation. In a formal statement of administration policy, the
White House Office of Management and Budget (OMB) said the
administration "strongly opposes" the bill because it would prevent
EPA from protecting Americans from global warming pollution,
increase the nation's dependence on foreign oil and contradict the
scientific consensus on climate change.

"If the president is presented with this legislation, which would
seriously roll back the [Clean Air Act] authority, harm Americans'
health by taking away our ability to decrease carbon pollution, and
undercut fuel efficiency standards that will save Americans money
at the pump while decreasing our dependence on oil, his senior
advisors would recommend that he veto the bill," OMB said.

Throughout the debate in both chambers, Republicans argued
that EPA regulations would harm the U.S. economy by driving up
prices for electricity and gasoline while providing no significant re-
duction in greenhouse gas emissions blamed for global warming.

"Mr. Chairman, this bill is about protecting jobs," Upton said.
"EPA regulations will hit our manufacturing sector hard, with di-
rect limits on factory emissions and indirect costs from the higher
price to power their facilities."

But Democrats said the measure is unprecedented in that it would
overturn a scientific finding by an expert independent agency.

"[T]his bill overturns scientific findings that carbon pollution
endangers the environment and human health, which have been
confirmed by all of the world's leading scientific academies," House
Democratic Whip Steny Hoyer (Md.) said. "A partisan majority
can pass whatever bill it wants-but it cannot legislate the facts out
of existence, facts that as recently as a few years ago were accepted
in both parties. What changed? The science, or the politics?"
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No Price Drops Seen In Most Regional Power Markets-FERC
Pricing trends in the nation's organized wholesale power markets show they are
competitive, but most of those markets did not provide customers with
reductions in fuel-adjusted power prices as they were developed between 2005
and 2009, according to a new analysis released Thursday by the Federal
Energy Regulatory Commission. The FERC report also shows large differences
in administrative costs charged by the nation's regional transmission
organizations (RTO) and independent system operators (ISO), which operate
the nation's competitive wholesale power markets. Among other notable
findings, the new FERC report shows the markup on power prices-the
difference between prices paid by ratepayers and generator costs-fell steadily
in the market operated by the California Independent System Operator (CAISO)
between 2005 and 2009, an apparent sign of competitive health that FERC
nonetheless warned might be misleading. The study also shows relatively
dramatic markup swings in Mid-Atlantic markets...
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EPRI Study: Smarter Smart Grid Means Costs Have Doubled
The Electric Power Research Institute said Thursday that deploying "smart grid'
technology throughout the U.S. electricity system will cost between $338 billion
and $476 billion-more than double its 2004 estimate of $165 billion-but that
grid modernization will deliver far greater cost efficiencies and benefits, ranging
from $1.3 trillion to $2 trillion. The industry-backed research group said its
sharply higher cost estimate reflected a more expansive view of what
constituted a fully functional smart grid, incorporating a host of new
technologies that have been developed and matured since EPRI's initial cost
estimate seven years ago. "This cost assessment factors in new technologies
and customer benefits that create a more resilient, self-healing and interactive
grid that were not available when the 2004 analysis was completed," said Mark
McGranaghan, EPRI's vice president of power delivery and utilization. He
added that the study was designed not only to highlight the striking...

Judge Blocks Kansas Coal Plant Over Federal Agency EIS
Lapse
In a new and potentially significant setback for Sunflower Electric Power
Corp.'s embattled Holcomb power plant expansion project, a federal judge last
week ruled that the Rural Utilities Service violated the National Environmental
Policy Act by providing approval and financial backing for the project without
first undertaking a broad environmental review as required by the landmark



federal environmental statute. The March 29 decision by Judge Emmet Sullivan
of the U.S. District Court for the District of Columbia responds to a lawsuit filed
by Earthjustice on behalf of the Sierra Club, the national environmental group
that for years has targeted the 895 megawatt Holcomb expansion and other
proposed coal plants across the nation. The Sierra Club and other
environmental groups also are challenging in the Kansas Court of Appeals a
state air permit granted to Sunflower Electric in December by the Kansas
Department of Health and Environment (KDHE). The Environmental Protection
Agency's Region...

House Approves, Bill To Block EPA Climate Regulations
Despite clear signs that the bill is dead on arrival in the Senate, the House of
Representatives Thursday approved Republican legislation to strip the
Environmental Protection Agency of its Clean Air Act authority to regulate
greenhouse gases. The House approved the so-called Energy Tax Prevention
Act of 2011 (H.R. 910), sponsored by House Energy and Commerce
Committee Chairman Fred Upton (R-Mich.) and House Energy and Power
Subcommittee Chairman Ed Whitfield (R-Ky.), by a vote of 255-172. Nineteen
Democrats joined 236 Republicans in backing the measure. No Republicans
opposed the bill. The widely expected House approval of the legislation (H.R.
910) came...

Head Of California ISO Stepping Down
The California Independent System Operator Corporation announced
Wednesday that Yakout Mansour plans to retire June 1 after six years as
president and chief executive officer of the state's grid operator. Mansour
oversaw...

Samuelson To Lead DOE's Hanford Tank Cleanup Office
Scott Samuelson, a 26-year Energy Department veteran who most recently
was acting director of the National Ignition Facility project at Lawrence
Livermore National Laboratory, this week was named manager of DOE's Office
of River Protection, which oversees the massive cleanup effort for some 53
million gallons of high-level radioactive waste stored in underground tanks at
the department's Hanford site in eastern Washington. Samuelson, who also
previously served as DOE site manager for the department's Energy
Technology Engineering Center...
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EPRI Study. Smarter
Smart Grid Means

Costs Have Doubled
BY GEORGE LOBSENZ

The Electric Power Research Institute said Thurs-
day that deploying "smart grid' technology throughout
the U.S. electricity system will cost between $338 billion
and $476 billion-more than double its 2004 estimate of
$165 billion-but that grid modernization will deliver
far greater cost efficiencies and benefits, ranging from
$1.3 trillion to $2 trillion.

The industry-backed research group said its sharply
higher cost estimate reflected a more expansive view of
what constituted a fully functional smart grid, incor-
porating a host of new technologies that have been de-
veloped and matured since EPRI's initial cost estimate
seven years ago.

"This cost assessment factors in new technolo-
gies and customer benefits that create a more resilient,
self-healing and interactive grid that were not avail-
able when the 2004 analysis was completed," said Mark

(Continued on p. 4)

No Price Drops Seen
In Most Regional

Power Markets-FERC
BY JEFF BEATTIE

Pricing trends in the nation's organized wholesale power markets show
they are competitive, but most of those markets did not provide custom-
ers with reductions in fuel-adjusted power prices as they were developed
between 2005 and 2009, according to a new analysis released Thursday by
the Federal Energy Regulatory Commission.

The FERC report also shows large differences in administrative
costs charged by the nation's regional transmission organizations
(RTO) and independent system operators (ISO), which operate the
nation's competitive wholesale power markets.

Among other notable findings, the new FERC report shows the
markup on power prices-the difference between prices paid by rate-
payers and generator costs-fell steadily in the market operated by the
California Independent System Operator (CAISO) between 2005 and
2009, an apparent sign of competitive health that FERC nonetheless
warned might be misleading.

(Continued on p. 3)

to lack enforceable emissionJudge Blocks Kansas Coal Plantlimits forceale dionliisfrsulfur dioxide and ni-
d 11 AgStrogen oxides.

OThe judge's ruling against
the Holcomb plant is under

In a new and potentially BY CHF
significant setback for Sun-
flower Electric Power Corp.'s embattled
Holcomb power plant expansion proj-
ect, a federal judge last week ruled that
the Rural Utilities Service violated the
National Environmental Policy Act by
providing approval and financial back-
ing for the project without first under-
taking a broad environmental review as
required by the landmark federal envi-
ronmental statute.

The March 29 decision by Judge
Emmet Sullivan of the U.S. District
Court for the District of Columbia re-

I3 HOLLY sponds to a lawsuit filed by
Earthjustice on behalf of the

Sierra Club, the national environmental
group that for years has targeted the 895
megawatt Holcomb expansion and other
proposed coal plants across the nation.

The Sierra Club and other environ-
mental groups also are challenging in
the Kansas Court of Appeals a state air
permit granted to Sunflower Electric in
December by the Kansas Department
of Health and Environment (KDHE).
The Environmental Protection Agency's
Region VII office also has raised con-
cerns with the permit, saying it appears

seal, but an abbreviated version released
by the court grants a petition for sum-
mary judgment filed by Sierra Club in
the case and sets a schedule for legal
briefings intended to guide the judge's
decision on an appropriate legal remedy
for the lack of environmental review.

While it is unclear what options
Sullivan is considering, they likely in-
clude freezing all construction activities
at the Holcomb expansion site or allow-
ing some activities while the review is
conducted.

Meanwhile, an environmental re-
(Continued on p. 2)
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House Approves Bill To Block
EPA Climate Regulations

Despite clear signs that the bill is
dead on arrival in the Senate, the House
of Representatives Thursday approved
Republican legislation to strip the En-
vironmental Protection Agency of its
Clean Air Act authority to regulate
greenhouse gases.

The House approved the so-called
Energy Tax Prevention Act of 2011
(H.R. 910), sponsored by House Energy
and Commerce Committee Chairman
Fred Upton (R-Mich.) and House En-
ergy and Power Subcommittee Chair-
man Ed Whitfield (R-Ky.), by a vote of
255-172. Nineteen Democrats joined
236 Republicans in backing the mea-
sure. No Republicans opposed the bill.

The widely expected House ap-
proval of the legislation (H.R. 910)
came one day after the Senate rejected
by a vote of 50-50 identical legislation
offered by Senate Republican Leader
Mitch McConnell (Ky.) as an amend-

ment to a small-business bill. The Sen-
ate also handily defeated three Demo-
cratic amendments that would have
delayed the EPA rules for two years or.
carved out exemptions for agriculture
and small businesses. None of the three
Democratic amendments mustered
more than 12 votes.

Nevertheless, manufacturing trade
groups Thursday said the Senate and
House votes showed that congressio-
nal support is building for stopping
EPA's regulation of greenhouse gases,
even though it remains decidedly un-
clear whether legislation to achieve
that goal could pass both chambers of
Congress.

The Senate rejection of McCon-
nell's bill means the House version ap-
pears to have no chance in the Senate as
a stand-alone bill, but similar language
is included in a House budget bill that
is the subject of intense negotiations

by House and Senate leaders aimed at
forging a compromise that would pre-
vent a shutdown of the federal govern-
ment at midnight Friday.

In remarks on the Senate floor
Thursday morning, Senate Majority
Leader Harry Reid (D-Nev.) said that
the EPA provisions, along with House
language that would eliminate all fed-
eral funding of Planned Parenthood,
remain the major obstacles to Senate
Democrats' support of a compromise
that would trim federal spending by
an additional $33 billion below current
levels.

A spokesman for House Speaker
John Boehner (R-Ohio), however,
countered Thursday that no agreement
had been reached on the size of the
budget bill nor on what policy provi-
sions, such as the EPA language, would
remain in the bill.

The White House said Tuesday
President Obama would veto the
House bill if it reached his desk, and
Obama this week also signaled displea-
sure with Republican budget language
that would strip EPA of its power to
regulate greenhouse gases.

Judge Blocks Kansas Coal Plant Over Agency Lapse... (Contdfrm.,)
view of the Holcomb expansion by the Rural Utilities Service
(RUS), a branch of the U.S. Department of Agriculture, could
be tricky for the project given the tough scrutiny the Obama ad-
ministration has generally given to coal-fired power projects.

The Sierra Club lawsuit contends the RUS was required to
do an environmental review of the project because it provided
extensive financial support to Sunflower Electric-including
writing off millions of dollars of public debt incurred by the
cooperative utility over several decades-so that the co-op
could advance plans to build one or more new coal-fired power
plants at its Holcomb site.

At the same time, the RUS-following a series of agree-
ments reached over several years with Sunflower Electric re-
garding the debt write-off and other considerations-acquired
a $91 million stake in the Holcomb expansion and granted
various approvals for the project, according to the lawsuit.

The National Environmental Policy Act (NEPA) requires
federal agencies to prepare an environmental impact statement
(EIS) before undertaking any major action that could signifi-
cantly affect the environment. The bedrock environmental law
also requires federal agencies significantly involved in a non-
federal action to undertake an EIS before granting final ap-
proval to a project. This requirement applies even if a federally
supported project is chiefly advanced by a non-federal party
such as a cooperative utility.

"The central question in this case is whether the Holcomb
expansion is a 'major federal action' that is subject to NEPA
because of RUS' approval of, financial support for, and partici-

pation in the project," the Sierra Club suit said. "If it is, RUS
violated NEPA by failing to prepare an EIS analyzing the seri-
ous environmental impacts of the project, as well as alternative
options that would meet the project's goals with less environ-
mental impact."

Sierra Club argued that without RUS' formal written ap-
proval at several stages of the project's development, the Hol-
comb expansion would never have occurred, asserting that af-
firmative RUS action was a legal precondition to the project.
In addition, the group asserted that by providing substantial
financial assistance to the project, RUS was a material contrib-
utor to Sunflower's ability to advance the project.

Thus, Sierra Club maintained, RUS in supporting and ap-
proving the project was undertaking a major federal action that
required a prior EIS under NEPA.

"With this much debt and federal support, Sunflower is ef-
fectively a ward of the federal government," Earthjustice at-
torney Jan Hasselman, who argued the case on behalf of Sierra
Club, said in a March 31 statement. "As a public project, the
Holcomb plant requires close public scrutiny and a meaning-
ful analysis of alternatives and environmental risks. Without it,
both taxpayers and our environment are at risk."

Sullivan's order granting summary judgment means the
Holcomb expansion project-- already years behind schedule
due to concerns about its impact on air quality and global
warming, among other issues-potentially could face an ad-
ditional delay of 18 months or longer depending on the form
of legal remedy the judge orders.
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Head Of California ISO Stepping Down
The California Independent Sys- ing the 2009 introduction of day-ahead demand-side response resources and

tem Operator Corporation announced power markets and new initiatives to to map out new power lines needed to
Wednesday that Yakout Mansour plans adapt the grid to accommodate increased reach huge solar and wind facilities in
to retire June 1 after six years as president amounts of solar, wind and other inter- remote locations.
and chief executive officer of the state's mittent power sources. Mansour was also credited for low-
grid operator. More recently, the grid opera- ering operating costs at Cal-ISO, result-

Mansour oversaw huge changes tor has launched efforts to open up ing in lower charges to all transmission
in the state's electricity system, includ- its power market to greater use of users in the state.

No Price Drops Seen In Most Power Markets.. (continued from p.1)
The study also shows relatively dramatic markup swings in

Mid-Atlantic markets run by PJM Interconnection LLC over the
same period, with markup percentage turning negative in 2009. That
indicates that generators on average lost money that year, perhaps
due to the sharp drop in electricity demand during the recession.

FERC prepared the RTO and ISO "performance metrics" re-
port in response to 2008 recommendations from the Government
Accountability Office (GAO), which said FERC was doing little
to substantiate its claims that regional power markets shaped by
the agency would deliver lower prices and better services than
traditionally regulated utilities.

Many public power entities, large consumers and their allies
in Congress have long alleged that markets overseen by RTOs
and ISOs allow generators to gouge customers in providing both
power and various ancillary services. The GAO report was re-
quested by Sen. Joseph Lieberman (I) of Connecticut, a state
whose officials have sharply criticized features of New England
wholesale markets run by ISO-New England.

In the report, FERC strongly cautions against drawing many
firm conclusions about the relative performance of RTOs and ISOs
and their regional markets given the vast differences in their mar-
ket rules, fuel sources, development schedules and other factors.

Even selecting the performance metrics used in the new re-
port was a difficult task, as FERC, the RTOs and ISOs and many
stakeholders worked for 18 months to agree upon acceptable
ways to measure grid operators' performance.

The data presented by FERC Thursday was self-reported by
the RTOs, and thus likely present relatively favorable interpreta-
tions of each's market operations.

In one of the few broad conclusions FERC drew, the report
says power-cost margins across the RTOs and ISOs indicate all
were competitive because generators were not able to hike prices
up much in excess of their costs.

"Performance against this metric supports the proposition
that all ISOs/RTOs have competitive markets, as reflected in the
close parity of marginal prices and marginal costs," FERC said.

The report shows the best apparent performance in that area
at the CAISO, with markup percentage dropping from about 9
percent in 2005 to about 1 percent in 2009.

In a major caveat, however, FERC said that trend may be
misleading as the markups for years 2005-2008 were estimates
based on bilateral sales, because the CAISO did not launch for-
ward energy markets until 2009.

"Only the 2009 data represents actual market data...,"
FERC said.

"As a result, while the CAISO trend appears to show mar-
ginal prices and marginal costs converging, indicating more com-
petitive conditions, such a conclusion may not be accurate."

FERC also warned against over-interpreting markup trends

in PJM, which showed markup peaking at about 10 prevent in
2007 and falling sharply to negative 6 percent in 2009.

Because "a substantial portion of the 2007 markup occurred
on high-load days," FERC said, "it is likely that the higher prices
were the result of administratively-determined scarcity pricing
rather than the exercise of market power."

A PJM spokesman downplayed the importance of the nega-
tive price-cost markup for 2009, saying very competitive condi-
tions meant the vast majority of generators bid in very close to
their costs.

He said the negative number could also reflect slight differ-
ences in PJM's estimates of generators' costs compared to their
actual costs, or other minor variances.

While the report says that price markups show competitive-
ness across the RTOs and ISOs, it also shows that for five of the
six markets, power prices either rose or stayed largely unchanged
over the five-year period, rather than falling as is generally hoped
to happen under competition.

The FERC report shows that fuel-adjusted locational mar-
ginal prices (LMP) changed very little in ISO-New England, the
Midwest Independent Transmission System Operator (MISO),
the Southwest Power Pool (SPP) and the New York Independent
System Operator (NYISO) between 2005 and 2009. FERC had
SPP data only from 2007-2009.

Although FERC called fuel-adjusted LMP the "most rel-
evant [price] to an assessment of ISO/RTO" performance on
driving down wholesale prices, it also warned against comparing
RTOs/ISOs LMP to each other, because each uses different base
years for fuel adjustments and for other reasons.

The report show fuel-adjusted LMP in the CAISO stay-
ing relatively steady between 2005 and 2008 and then increas-
ing sharply in 2009, from about $30 per MWH to about $37 per
MWH. However, that could reflect the 2009 switchover from bi-
lateral to day-ahead sales in California markets.

By contrast, the average fuel-adjusted LMP dropped notice-
ably in PJM over that five-year period, from about $64 to $39
per megawatt-hour (MWH). The FERC report gives substantial
credit to the increased use of demand response in PJM markets
in cutting power prices.

The report shows administrative costs-in terms of dollars per
MWH of load-rising over the five-year period for the New England
grid operator, ISO-New England, to about 95 cents per MWH.

That figure narrowly exceeded the administrative costs of
CAISO and the NYISO, whose costs fell slightly and remained
unchanged, respectively, over the five-year study period.

However, ISO-New England spokeswoman said that appar-
ent high cost was because the ISO-NE has the smallest footprint
of all the ISO/RTOs with organized markets and thus is unable
achieve the same economies of scale as larger grid managers.
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Samuelson To Lead DOE's Hanford Tank Cleanup Office
Scott Samuelson, a 26-year Energy

Department veteran who most recently
was acting director of the National Ig-
nition Facility project at Lawrence Liv-
ermore National Laboratory, this week
was named manager of DOE's Office
of River Protection, which oversees the
massive cleanup effort for some 53 mil-
lion gallons of high-level radioactive
waste stored in underground tanks at
the department's Hanford site in eastern
Washington.

Samuelson, who also previously
served as DOE site manager for the
department's Energy Technology Engi-
neering Center and Lawrence Berkeley
National Laboratory, will be responsible
for DOE's largest single project-the $12
billion Waste Treatment Plant (WTP)

being built at the site to dispose of toxic
and nuclear residues stored in 177 aging
storage tanks.

He also will be responsible for safely
managing and retrieving wastes from the
tanks, some of which are heavily corrod-
ed and leaking into soil due to operations
dating back to the 1950s.

As head of the Office of River Pro-
tection, Samuelson will have one of the
toughest jobs in DOE due to intense scru-
tiny of costs and safety at the WTP proj-
ect, which is more than 50 percent com-
plete. Among the most sensitive issues,
the WTP contractor, Bechtel, has been ac-
cused of retaliating against a former top-
level technical expert on the project who
raised safety concerns about the design of
the first-of-a-kind facility, which will op-

erate for decades to convert tank residues
into a glassified waste form safe for long-
term underground disposal.

In6s Triay, assistant DOE secretary
for environmental management, said
Samuelson had shown he could handle
high-profile and technically complex
projects with the National Ignition Fa-
cility (NIF), which also was controver-
sial due to cost overruns and operational
questions concerning its array of high-
powered lasers for nuclear fusion re-
search,

"Scott's leadership and demonstrat-
ed ability to deliver large projects such as
the NIF and his breadth of experience
in numerous DOE programs make him
uniquely suited to lead our tank waste
cleanup mission at Hanford," Triay said.

Smarter Smart Grid Means Costs Have Doubled.. . fromp. 1)
McGranaghan, EPRI's vice president of power delivery and utili-
zation.

He added that the study was designed not only to high-
light the striking technological advances in the sector but also
to "help the industry make prudent investment decisions going
forward."

The updated analysis, which assumes steady deployment of
smart grid technologies beginning in 2010 and continuing through
2030, notes that policymakers increasingly want the smart grid to
do more, particularly in providing the system flexibility needed to
support greater use of intermittent renewable resources and elec-
tric vehicles.

The report also said emerging technologies promise to further
enhance the "self-healing" capability of the smart grid to auto-
matically detect and fix system faults, thus reducing the frequency
and length of outages.

And the assessment noted growing concerns about cyber-se-
curity due to the integral use of wireless and Internet connections
in the smart grid, requiring new safeguards to protect sensitive
customer data and ward off grid disruption by terrorists, sabo-
teurs and other hostile entities.

Those needs come atop long-standing goals to increase the ef-
ficiency of the grid by reducing power losses on transmission lines
and enabling greater use of demand-response technologies that re-
duce the need for new polluting power plants and give ratepayers
new options for cutting their electricity bills.

The study looked at projected costs over the next 20 years for
"core" smart grid technologies in four areas: transmission, substa-
tions, distribution and customer interface.

The report said the largest percentage of costs would come in
the distribution systems, with those ranging from $231.9 billion to
$339.7 billion. Transmission and substation costs were estimated

at between $82 billion and $90.4 billion while consumer costs were
pegged at between $23.6 billion and $46.3 billion.

The assessment also sought to estimate costs to different
classes of customers, with the rate impact appearing to be highest
for residential and commercial customers and less for industrial
customers.

The study said if nominal smart grid costs were spread evenly
over 10 years, residential customers would pay an extra $9 to $12
per month, representing a monthly bill increase ranging from 8.4
to 11.8 percent.

For commercial customers, costs per month over the 10-
year period would be from $60 to $84 per month, representing a
monthly bill increase of 9.1 to 12.8 percent.

For industrial customers, costs per month over the 10-year
period were estimated at between $899 and $1,266, representing a
monthly bill increase of between 0.01 percent and 1.6 percent.

EPRI said its smart grid estimates did not include costs for
generation, transmission expansion to add renewables and some
customer costs for smart grid-ready devices.

As for smart grid benefits, the report said prior EPRI studies
had indicated that smart grid deployment could significantly cut
energy use and carbon emissions, including an estimated 58 per-
cent reduction in carbon dioxide (C02) emissions by 2030 relative
to C02 emissions in 2005.

In quantifying benefits, the report said the largest benefits
would be in electricity cost reductions, which range from $330
billion to $475 billion; reductions in needed generating capacity,
which would save between $299 billion and $393 billion; increased
reliability, with savings estimated at between $281 billion and $444
billion; security benefits, estimated at $152 billion in both EPRI's
high- and low-cost scenarios; and environmental benefits, estimat-
ed at between $102 billion and $390 billion.
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UniStar Changes
Still Fail Foreign

Owner Rules NRC
BY JEFF BEATTIE

In a setback for the French company's new reactor
project in Maryland, Nuclear Regulatory Commission staff
Friday rejected a new organizational plan submitted by
EDF designed get around legal limits on foreign ownership
of nuclear reactors, saying EDF's plan "does not negate
foreign ownership, control or domination issues" barred by
federal law.

Importantly, however, NRC staff say they plan to con-
tinue reviewing a pending license application for the new
reactor at the Calvert Cliffs nuclear plant while EDF evalu-
ates the project's ownership and management structure.

EDF's foreign ownership problem cropped up last fall
when Baltimore-based Constellation Energy Group, its
partner in the new reactor project through a joint venture
called UniStar Nuclear Energy LLC, pulled out. Constel-
lation said the Calvert Cliffs reactor was not viable under
financial terms the Energy Department was requiring for a

(Continued on p. 4)

Utilities Blast FCC
Final Rule On

Pole Attachments
BY CHRIS HOLLY

To the howls of the investor-owned electric utility industry, the
Federal Communications Commission Thursday released a final rule
on utility pole attachments that lowers fees for broadband and cable
companies seeking access to utility poles and for the first time imposes
federal deadlines for utilities to respond to access requests by those
communications providers.

Overall, utility officials said the rule would benefit large broad-
band companies at the expense of utility customers and threatens
electric reliability, and it appeared likely utilities would challenge
the FCC's action in court.

The FCC regulations are meant to streamline access and re-
duce the costs of attaching broadband lines and wireless antennas
to utility poles across the country. The commission said the regula-
tions will accelerate the deployment of broadband-particularly in
areas underserved by the high-tech communications technology-
which is a key policy priority of the Obama administration.

(Continued on p. 3)

USDA Launches Loan Plan
To Boost E-85 Fuel Pumps

In a new initiative BY JOHNATI
backing a primary goal
of a leading corn ethanol lobby group,
Agriculture Secretary Tom Vilsack Fri-
day announced the federal government
for the first time will make grants and
loan guarantees available to service sta-
tion owners to help them build more
flexible fuel pumps capable of handling
up to 85 percent ethanol.

Vilsack said on a call with reporters
his announcement is intended to clarify
that the definition of renewable energy
systems in the U.S. Agriculture Depart-
ment's Rural Energy for America Pro-

HAN RICKMAN gram (REAP) includes
flexible fuel pumps or

"blender pumps."
And he said the goal of his agen-

cy's program is to help meet President
Obama's goal of installing 10,000 such
pumps nationwide within five years, up
from the 2,300 blender pumps now avail-
able across the nation for the 8.5 million
flex-fuel vehicles now on U.S. roads.

Noting the recent rise in gasoline
prices, Vilsack said the financial assis-
tance plan also comports with Obama's
ambitious plan to reduce net imports
of oil by a third by 2025 and will help

"expand the biofuel industry and create
hundreds of thousands of jobs."

The USDA initiative also will help
further the "Fueling Freedom" plan an-
nounced last year by Growth Energy,
the main lobbying group for corn etha-
nol producers, amid signs of declining
congressional support for ethanol-relat-
ed tax incentives.

With an increasing number of both
Democrats and Republicans calling for
phase-out of ethanol tax breaks, the
Growth Energy plan suggested a fund-
ing shift in which the federal govern-
ment would provide more financial sup-
port for building more blender pumps,
pipelines and other distribution infra-
structure needed for fuel blends with
higher levels of ethanol.

(Continued on p.'.)
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Shattuck Re-Elected INPO Chair; Izzo Joins Board
The Institute of Nuclear Power Op-

erations announced last week that its
board of directors re-elected Constel-
lation Energy Group Chairman, Presi-
dent and Chief Executive Officer Mayo
Shattuck as chairman of the industry's
nuclear safety organization.

INPO also announced that Ralph
Izzo, chairman, president, and chief ex-
ecutive officer of Public Service Enter-
prise Group Inc., had been elected to its

board.
The INPO board also re-elected

Thomas Farrell, the chairman, presi-
dent, and chief executive officer of Do-
minion, as its vice chairman.

Atlanta-based INPO is an indus-
try-backed "best practices" organiza-
tion, formed after the 1979 Three Mile
Island nuclear accident, to improve the
safety and management of the U.S. re-
actor fleet. As such, INPO is likely to

be closely involved as U.S. reactor op-
erators review the ongoing nuclear crisis
in Japan, and assess what steps they can
take in response to boost the security of
the U.S. reactor fleet in the event of ma-
jor catastrophes.

INPO's new elections were held at a
March 23 meeting of the board, which
consists of 10 CEO or COO-level execu-
tives from many of the nation's 'nuclear
utilities.

USDA Launches Loan Plan To Boost Fuel Pumps... (cond fom p.)

Ethanol groups say higher ethanol blends are needed if rectly hurt next-generation biofuels that can be "dropped into"
they are to meet increasing biofuel use targets set by Congress existing fueling infrastructure, thus avoiding substantial equip-
under the federal Renewable Fuels Standard (RFS). ment build-out costs.

In a major victory for the industry, the Obama adminis- Bingaman said more E85 infrastructure could dampen
tration this year agreed to allow ethanol blends of up to 15 market demand for environmentally preferred cellulosic and
percent-or E I5--to be used in model-year 2001 and newer ve- other "advanced" renewable fuels that are derived from non-
hicles. The partial increase from the previous 10 percent etha- food feedstocks but which have faced difficulty in getting finan-
nol "blend wall" was approved over the strong objections of the cial support for scaling up production.
oil, automobile and equipment manufacturers who expressed "While I understand the motivation to maximize our in-
concern that higher levels of ethanol-which is more corrosive frastructure's compatibility with ethanol, I am concerned that
than gasoline--could damage engines and fueling infrastructure the necessary infrastructure build-out associated with this ap-
put in place for gasoline. proach might prove daunting, and ultimately risks creating

Fuel pumps and pipelines capable of using E85 would stranded assets that are not fully utilized going forward," said
greatly expand the market for ethanol producers, but also Bingaman.
would have to be specially designed to resist greater corrosion "I'm concerned about over-shooting the mark on maxi-
stress from the significantly higher ethanol content. mizing E85 infrastructure because I am hopeful that infrastruc-

Ethanol industry backers in Congress have embraced the ture-compatible "drop-in" fuels-such as algae-based biocrude
industry's drive for more E85-capable vehicles and infrastruc- or biobutanol-will emerge to fill much of our renewable fuel
ture. Among other measures, Sen. Tom Harkin (D-Iowa) has requirements in the future. For the medium and long term, I
introduced legislation that would require automakers to build believe that fuels that can be dropped into our existing infra-
more flex-fuel vehicles over time and mandate that "major fuel structure are the best fit for the country," he added.
distributors" install blender pumps that dispense fuels with When asked about Bingaman's remarks about more E85
higher ethanol contents over a six-year period, infrastructure, Vilsack said the Obama administration will

The "Biofuels Market Expansion Act of 2011" (S. 187) move to "reassure the chairman and Congress that... we're not
would also authorize loan guarantees for the development of going to let up on the gas, so to speak" on promoting all man-
biofuel pipelines to transport ethanol from its major produc- ner of alternative transportation fuels, noting USDA in Octo-
tion regions to various market areas-projects expected to have ber launched five regional biomass research centers focusing on
significant costs. emerging biofuels.

At a Senate Natural Resources Committee hearing on his Paul Winters, spokesman for the Biotechnology Industry
bill last week, Harkin said the increase of the ethanol blend Organization, which represents more than 1,200 biotechnology
wall to 15 percent provided "only.. .limited and temporary eth- research groups, expressed similar confidence that USDA's E85
anol expansion potential." financing initiative would not cut in to his groups' market space.

And Growth Energy Chief Executive Officer Tom Buis "The RFS provides a market for 21 billion gallons of ad-
said in a letter Wednesday to Committee Chairman Sen. Jeff vanced biofuels [by 20221," said Winters. "That's an enormous
Bingaman (D-N.M.) that Harkin's bill would help lift the U.S. market. It's unlikely that one fuel [corn-based ethanol] would
economy and give consumers more "choice" at the pump. crowd out such a large market."

However, Bingaman expressed concern at the hearing that Overall, the federal RFS requires the production of 36 bil-
Harkin's plan for more dedicated E85 infrastructure could indi- lion gallons of biofuels by 2022.
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LaHood Issues Pipeline Safety 'Action Plan'
In an "action plan" that was light on

specific new safety requirements for the in-
dustry, Transportation Secretary Ray La-
Hood last week called on oil and natural
gas pipeline operators to expeditiously re-
pair and replace high-risk lines to avoid the
kind of deadly accidents that have plagued
the industry in recent months.

LaHood announced the initiative
April 4 in Allentown, Pa., where the ap-
parent rupture of a natural gas transmis-
sion line operated by UGI Utilities Inc.
killed five people in early February.

A Department of Transporation
(DOT) summary of LaHood's action
plan says it is intended to "engage state
partners, technical experts, and pipeline
operators in identifying pipeline risks

and repairing, rehabilitating, and replac-
ing the highest-risk infrastructure."

The summary said that DOT will
convene a pipeline safety forum later this
month to "engage in a working session
around the actions that the department,
states, and industry can take to drive
more aggressive actions to raise the bar
on pipeline safety."

It also notes that LaHood is ask-
ing Congress to increase the maximum
civil penalties for pipeline violations from
$100,000 per day to $250,000 per day,
and from $1 million to $2.5 million for a
series of violations.

LaHood also wants Congress to au-
thorize the Pipeline and Hazardous Ma-
terials Safety Administration, the DOT

agency that regulates pipelines, to add
more inspectors and beef up reporting
requirements to pinpoint potential pipe-
line ,safety risks early, according to the
summary.

The American Gas Association,
which represents gas distribution utilities,
and the Interstate Natural Gas Associa-
tion of America, which represents long-
haul pipeline operators, issued separate
statements Monday expressing support
for LaHood's pipeline safety initiative.
However, the groups have been less en-
thusiastic about legislative proposals
currently being pushed by Democrats
in Congress that would toughen federal
pipeline integrity management standards
and safety regulations.

Utilities Blast FCC Final Rule
"Today, we take a major step in reducing barriers to broad-

band deployment, even as we set the stage for further progress on
this vital goal," FCC Chairman Julius Genachowski said in a state-
ment. "Our actions will enable and accelerate billions of dollars of
private investment in the 2 1st century infrastructure America needs
to create jobs, grow our economy and compete globally."

The Edison Electric Institute (EEI), which represents inves-
tor-owned utilities (IOU), had no immediate comment last week
on the FCC's action.

But in comments on an earlier version of the rule put out for
public comment last year, EEI said the commission had no author-
ity under the Federal Communications Act to make the changes it
was proposing. The final rule is unchanged from the earlier version
in most respects.

The Federal Communications Act allows states that wish to
regulate pole attachments within their borders to do so. Twenty
states and the District of Columbia regulate attachments, so the
rule applies only to the 30 states and U.S. territories that do not
regulate attachments. The FCC has no authority to regulate mu-
nicipal and cooperative utilities.

The regulations, the first significant revision of pole attach-
ment rules in decades, establishes a four-stage timeline for utilities
to complete pole attachment requests within 148 days, including
a maximum of 45 days for surveys; 14 days for cost estimates; 14
days for broadband and cable carriers to accept terms and condi-
tions; and 60-75 days for "make ready" activities.

"Make ready" refers to the actual work involved in clearing
space on a utility pole for communications attachments and/or
strengthening the pole's support system to accommodate the extra
weight of communications equipment.

The order also includes a new formula for determining "just
and reasonable" rates utilities may charge communications com-
panies for the right to attach equipment on utility poles. Prior to
the order, there was wide disparity between the rates utilities could
charge telecom and cable companies for pole attachments. Gener-
ally speaking, telecom providers typically paid higher rates than
cable companies, primarily because they used more space on the
pole and attached more equipment.

Under the order, however, this rate disparity was significantly
narrowed, with the effect that the rates telecom providers will now

On Pole Attachments... (Contd from p. 1)
pay are much closer to the rates that cable companies currently
pay. In addition, the order clarifies that wireless companies are en-
titled to pay the same rate for pole attachments as other carriers.

The order retains the use of negotiated "joint use" attachment
rates for local incumbent exchange carriers (ILEC) such as ATT
and Verizon, but for the first time allows ILECs to file complaints
at the commission if they think a utility rate, term or condition is
not just and reasonable.

The Utilities Telecom Council (UTC), an IOU-owned trade
group that focuses on telecom regulation, blasted the rule's rate
changes and attachment deadlines as an unwarranted boon to
broadband providers that would harm utility ratepayers and
threaten electric reliability.

"Utilities support broadband deployment but not at the ex-
pense of electric consumers and the safety of utility infrastruc-
ture," UTC President and Chief Executive Officer William Mo-
roney said in a statement Thursday. "Unfortunately, the FCC rules
adopted today perpetuate rate subsidies for the cable industry and
extend them to carriers that provide broadband services."

But Genachowski said the rule's compliance deadlines and
rate restructuring are essential components that will speed broad-
band deployment across the nation.

"The record in this proceeding demonstrates that today, the
process by which broadband providers get access to utility poles fre-
quently is so unpredictable, takes so long, and costs so much that
it discourages providers from entering the marketplace and signifi-
cantly delays broadband build-out," Genachowski said. "So our or-
der provides a fixed timeline for getting access to poles that providers
can count on, for both wired and wireless broadband build-out."

Moroney, however, charged that the new access requirements
"won't do anything to promote broad deployment in underserved
areas as a practical matter" because "make ready" activities are
typically required at poles that are fully loaded with electricity
distribution equipment, and thus are located in densely populated
areas attractive to carriers.

"The FCC's claims about promoting broadband deployment
through pole attachment reforms don't stand up to even the slight-
est scrutiny," he said.

In one component of the rule that pleased IOUs, the commission
removed an existing cap on penalties for unauthorized attachments.
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Oil Industry Coalition Tests
Refinery CO 2 Capture In Brazil

An international oil industry coali-
tion Friday announced the launch of an
oxy-combustion carbon-capture project
on a pilot-scale fluid catalytic cracking
unit, a piece of petroleum refining equip-
ment that is one of the highest emitters
of carbon dioxide-the main greenhouse
gas-in a typical oil refinery.

The carbon dioxide (C02) capture
test, conducted by the C02 Capture Proj-
ect (CCP), is expected to advance a cost-
effective technology capable of capturing
up to 95 percent of the C02 from a fluid
catalytic cracking (FCC) unit. That level
of reduction equates to trimming total
emissions from a typical refinery by 20 to

30 percent.
The demonstration is taking place at a

full-bum FCC unit at a Petrobras research
complex in the Brazilian state of Parana,
with testing scheduled to be completed by
the end of May. The test is expected to
confirm the economic and technical vi-
ability of retrofitting an FCC unit to en-
able C02 capture using oxy-combustion
technology.

In a refinery, the FCC units convert
heavy, lower-value crude oil into lighter,
more valuable products. FCC units typi-
cally are the largest single C02 sources in
a refinery.

Traditionally, air is used to regenerate

the catalyst used to "crack" hydrocarbons
by burning coke deposited on the surface.
In the oxy-combustion mode, air is re-
placed with pure oxygen, which is diluted
with recycled C02 to maintain thermal
balance and catalyst fluidization.

Established in 2002, the CCP aims to
advance the technologies that will allow
the deployment of industrial scale C02-
capture and storage in the oil and gas
industry. The CCP identified oxy-combus-
tion as one of the most promising capture
technologies to take to the demonstration
phase following the testing of more than
200 competing technologies.

The CCP is composed of seven global
oil companies: Petrobras, Brazil's state-
controlled oil and gas company; BP plc;
Chevron; ConocoPhillips; Italian oil com-
pany Eni; Shell; and Canadian oil com-
pany Suncor Energy.

UniStar Changes Still Fail Foreign Owner Rules... Contnued from p.1)
needed federal loan guarantee.

That left EDF in need of a U.S.-based partner for the Mary-
land reactor project to comply with federal laws and NRC rules
barring foreign companies from controlling U.S. nuclear plants
for national security reasons.

In an unusual attempt to fix the problem, UniStar-now
consisting only of EDF-submitted a "negation action plan" to
NRC in January that proposed to comply with the NRC rules
largely by creating a variety of U.S.-staffed layers between EDF
staff and sensitive plant operations.

A summary of UniStar's plan said it would implement
"measures to fully negate [concerns about foreign ownership and
control] with respect to matters involving the nuclear safety, secu-
rity and reliability of [the Calvert Cliffs reactor] throughout the
design, construction and operation" of the plant.

Among many other steps, the plan would set up a special
security subcommittee of UniStar's board that would "have the
exclusive right to exercise the board's authority over matters that
are required to be under U.S. control," including safety- and se-
curity-related parts of plant operation. The subcommittee would
be made up of U.S. citizens, not employed by UniStar, the major-
ity of which would be independent directors.

Under the plan, UniStar also said that it would hire contrac-
tors for any work requiring access to "restricted data or classified
national security information," and said it would "not interfere
with the administration of such programs by other companies."

But NRC staff flatly rejected the proposal Friday in a letter
to UniStar President and Chief Executive Officer George Van-
derheyden.

David Matthews, the director of NRC's new reactor licens-
ing division, said NRC has "determined that UniStar's applica-
tion does not meet the requirements of" NRC rules barring for-
eign ownership of reactors.

"The basis of the determination is: (1) UniStar is 100 per-
cent owned by a foreign corporation (EDF), which is 85 percent
owned by the French government; (2) EDF has the power to ex-
ercise foreign ownership, control, or domination over UniStar;
and (3) the negation action plan submitted by UniStar does not
negate the foreign ownership, control or domination issues dis-

cussed above," Matthews said.
On the bright side, Matthews said NRC will continue to re-

view UniStar's license application while "UniStar considers its
options to move forward."

NRC's letter does not appear to rule out UniStar coming
back with a tweaked "negation action plan" to somehow fix the
foreign ownership problem without having signed up a majority
U.S. partner.

EDF has always said it plans to find a U.S. partner, although
some analysts say that will be a tough task given the high cost of
new nuclear construction and-more recently-perception prob-
lems for nuclear caused by the current earthquake-caused reactor
crisis in Japan.

With the NRC license review proceeding for now, the more
immediate question might be whether the foreign ownership
problem will affect DOE's review of UniStar's loan guarantee
application.

Before Constellation pulled out to protest the size of fees
needed to obtain the loan guarantee, UniStar was seen as very
close to getting the financial backing.

A DOE spokeswoman would say only that the agency was
"continuing to review [UniStar's] project."

An EDF spokesman asserted that the NRC decision "has no
impact" on the loan guarantee process, but antinuclear groups
disagree.

"We would find it difficult to believe that the Energy Depart-
ment could issue a loan guarantee for a project that is legally in-
eligible to obtain a construction license," said Michael Mariotte,
executive director of Nuclear Information and Resource Service,
in a press release Friday.

But the EDF spokesman says the question will be moot be-
cause "Calvert Cliffs 3 will ultimately have a U.S. partner.

"While EDF and UniStar disagree with the Nuclear Regula-
tory Commission's conclusion regarding UniStar's present gov-
ernance structure, we are pleased that the NRC will continue to
review all other aspects of our pending application," the spokes-
man said.

"UniStar and EDF will work with the NRC to resolve the
governance issues prior to the issuance of the license."
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Study Finds Shale Gas Worse For Climate Than Coal
In potentially troubling findings for shale gas producers, researchers at Comell
University conclude in a new study that extracting gas from shale formations
could do more to exacerbate global warming than conventional gas and even
coal because the extraction process allows the release of unexpectedly high
levels of methane--a greenhouse gas much more potent than carbon dioxide in
warming the atmosphere. In a study published in the May edition of the peer-
reviewed journal Climatic Change Letters, a research team led by Comell
ecology professor Robert Howarth found that 3.6 percent to 7.9 percent of the
methane from a shale gas well escapes to the atmosphere in venting and leaks
during the well's lifetime. The methane leaks are at least 30 percent greater
and perhaps more than twice as great as those from conventional gas
production, and dominate the 'greenhouse gas footprint" of shale gas over a
20-year timeframe, the study found. Over 20 years, shale gas's greenhouse
gas footprint...

MISO, SPP Fight Over Entergy Lands In Front Of FERC
In an escalating dispute between two regional grid operators vying to bring
Entergy Corp. into their service territories, the Midwest Independent
Transmission System Operator Inc. asked the Federal Energy Regulatory
Commission Friday to overrule objections by the Southwest Power Pool to
Entergy continuing to use transmission capacity shared by the two grid
operators if Entergy joins the Midwest ISO. The Midwest ISO (MISO) said it
needed a declaratory order from FERC making clear that a joint operating
agreement it has with the neighboring Southwest Power Pool (SPP) allows
Entergy to continue using the 1,000 megawatts of shared transmission capacity
linking Entergy Arkansas's system with MISO through Ameren Corp.'s system
at New Madrid, Mo. In a filing at FERC, MISO said the commission needed to
intervene to provide clarity to Entergy and the Arkansas Public Service
Commission (PSC) as they review operating options for Entergy Arkansas
following the termination of the Entergy System...
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FERC Clarifies Pipeline Capacity Bidding Rules For Affiliates
In a proposal natural gas industry officials said reflected agency
acknowledgement that its regulations goveming "pro rata" allocation of
interstate pipeline capacity are unclear, the Federal Energy Regulatory
Commission last week proposed revising its gas pipeline regulations to prohibit
multiple affiliates of the same entity from bidding in open season proceedings



for "finite" capacity, saying it wanted to prevent any potential for "gaming" of its
allocation rules. FERC Thursday also proposed barring affiliates of the same
entity from releasing any capacity obtained in an open season proceeding on a
pro rata basis to any of its affiliates, or otherwise allowing any affiliate to obtain
the use of such capacity. However, the agency said in a notice of proposed
rulemaking (NOPR) on the matter it would make an exception in cases where
an affiliate has an "independent business reason" for submitting a bid, such as
cases where an entity may have multiple affiliates operating in...

Another Gap Found In Florida Nuke Plant Containment Wall
In the gloomiest turn of events yet for operators of the Florida reactor, Progress
Energy last week delayed indefinitely re-starting the idled 860-megawatt
Crystal River reactor in Florida after plant workers found a new gap in the
plant's cement containment shell. The Crystal River reactor has been closed
since September 2009, when plant workers during a refueling and maintenance
outage discovered a gap inside the containment shell when it cut away a
section in order to replace a steam generator. Plant workers were completing
repairs recently in...

Progress Buy Boosts Big Florida Solar Project
BlueChip Energy last week announced that Progress Energy Florida has
agreed to buy power from the Sorrento Eagle Dunes Solar Farm, a 40
megawatt photovoltaic facility BlueChip is developing in central Florida. The
Lake County project will be the...
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MIS , SPP Fight
Over Entergy Lands
In Front Of FERC

BY GEORGE LOBSENZ

In an escalating dispute between two regional grid opera-
tors vying to bring Entergy Corp. into their service territories,
the Midwest Independent Transmission System Operator Inc.
asked the Federal Energy Regulatory Commission Friday to
overrule objections by the Southwest Power Pool to Entergy
continuing to use transmission capacity shared by the two
grid operators if Entergy joins the Midwest ISO.

The Midwest ISO (M ISO) said it needed a declaratory or-
der from FERC making clear that a joint operating agreement
it has with the neighboring Southwest Power Pool (SPP) al-
lows Entergy to continue using the 1,000 megawatts of shared
transmission capacity linking Entergy Arkansas's system with
MISO through Ameren Corp.'s system at New Madrid, Mo.

In a filing at FERC, MISO said the commission needed
to intervene to provide clarity to Entergy and the Arkansas
Public Service Commission (PSC) as they review operating
options for Entergy Arkansas following the termination of

(Continued on p. 4)

Study Finds Shale
Gas Worse For

Climate Than Coal
BY CHRIS HOLLY

In potentially troubling findings for shale gas producers, re-
searchers at Cornell University conclude in a new study that extract-
ing gas from shale formations could do more to exacerbate global
warming than conventional gas and even coal because the extraction
process allows the release of unexpectedly high levels of methane-a
greenhouse gas much more potent than carbon dioxide in warming
the atmosphere.

In a study published in the May edition of the peer-reviewed
journal Climatic Change Letters, a research team led by Cornell
ecology professor Robert Howarth found that 3.6 percent to 7.9
percent of the methane from a shale gas well escapes to the at-
mosphere in venting and leaks during the well's lifetime.

The methane leaks are at least 30 percent greater and per-
haps more than twice as great as those from conventional gas
production, and dominate the "greenhouse gas footprint" of
shale gas over a 20-year timeframe, the study found. Over 20

(Continued on p. 3)

available interstate pipelineFERC Clarifies Pipeline Capacitycapacity to the shipper that
values it the most, up to the

Bidding Rules For Affiliates maximum rate. FERC said
it favors the use of an open

In a proposal natural gas industry
officials said reflected agency acknowl-
edgement that its regulations governing
"pro rata" allocation of interstate pipe-
line capacity are unclear, the Federal
Energy Regulatory Commission last
week proposed revising its gas pipeline
regulations to prohibit multiple affiliates
of the same entity from bidding in open
season proceedings for "finite" capacity,
saying it wanted to prevent any poten-
tial for "gaming" of its allocation rules.

FERC Thursday also proposed bar-
ring affiliates of the same entity from
releasing any capacity obtained in an

open season proceeding on a pro rata
basis to any of its affiliates, or otherwise
allowing any affiliate to obtain the use
of such capacity.

However, the agency said in a notice
of proposed rulemaking (NOPR) on the
matter it would make an exception in
cases where an affiliate has an "indepen-
dent business reason" for submitting a
bid, such as cases where an entity may
have multiple affiliates operating in dif-
ferent geographic areas, thus serving
distinct markets on the same system.

FERC says in the NOPR its policy
under the Natural Gas Act is to allocate

season process whereby capacity on a
long-haul pipeline is auctioned off com-
petitively among bidders.

In instances where there is not suf-
ficient capacity to meet all equal maxi-
mum bids, FERC said it will accept a
"pro rata" allocation "based on the ratio
of each shipper's respective nomination
to all qualifying nominations, applied to
the total available capacity."

However, FERC said some gas mar-
keters are abusing the pro rata process
to enrich themselves.

"It has come to the attention of the

(Continued on p. 2)
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Another Gap Found In Florida
Nuke Plant Containment Wall

In the gloomiest turn of events yet
for operators of the Florida reactor,
Progress Energy last week delayed in-
definitely re-starting the idled 860-mega-
watt Crystal River reactor in Florida af-
ter plant workers found a new gap in the
plant's cement containment shell.

The Crystal River reactor has been
closed since September 2009, when plant
workers during a refueling and mainte-
nance outage discovered a gap inside
the containment shell when it cut away
a section in order to replace a steam
generator.

Plant workers were completing
repairs -recently in anticipation of re-
starting the reactor later this month
when they found a new cavity in the

containment shell, which the company
described as "de-lamination" in a report
the company filed April 4 with the Nu-
clear Regulatory Commission.

In a press release announcing the
new problem, Progress said the plant
will remain out of service while the com-
pany investigates the new delamination.
"The company cannot estimate a return
to service date.. at this time," it added.

NRC officials have described the
problem as a separation of the outer
wall and inner wall of the 47-inch-thick
containment shell that is not visible on
either its outer or inner surface.

The gap discovered in 2009 ran at
a depth of about nine inches below the
outer surface of the containment wall

around a portion of the containment
structure, according an NRC spokes-
man. The gap stretched at least the en-
tire length of the section of the contain-
ment wall that was removed to create a
hole for the steam generator, which was
about 25-26 feet wide, the NRC spokes-
man said.

Progress later determined the gap
was created when plant workers loos-
ened dozens of wire tendons that run
through the containment structure to
provide additional structural support.

Progress said last week they think
the newly discovered gap may have been
caused by plant workers tightening some
of the same wire tendons.

NRC says no other U.S. plants with
designs similar to Crystal River plant-
-a Babcock & Wilcox (B&W) pressur-
ized water reactor--have been found
with similar cracks. There are six similar
B&W plants in the nation.

FERC Clarifies Pipeline Capacity Bidding Rules.. (Continued from p.1)
commission that some entities have developed and applied a
strategy of bidding with multiple affiliates in open seasons for
available capacity in order to defeat the pro rata allocation tie-
breaker mechanism and obtain a greater share of the available
capacity than a single bidder could have acquired by itself.

"Under conditions where the available capacity is limited
and the value of the capacity is high, shippers are strongly mo-
tivated to obtain as much of that valuable capacity as possible
in order to take advantage of the opportunity for profit," added
the commission.

"Where the available capacity is finite, the price is capped
by the pipeline's maximum tariff rate, and the tiebreaker is a
pro rata allocation, shippers can obtain more capacity than
they would be able to obtain themselves by bidding multiple
affiliates to defeat the pro rata allocation mechanism.

"In theory, a company could employ this strategy to the
extreme by bidding hundreds or even thousands of affiliates in
a single open season to squeeze out competitors and give that
company a dominant share of the capacity," continued FERC.

"Such gaming of the pro rata allocation mechanism has a
chilling effect on competition and... has the effect of harming
entities that submit only one bid and, by extension, harming
their customers."

FERC said the need for the NOPR addresses concerns
related to its 2009 settlement with several shippers and their
affiliates resolving charges the companies allegedly tried to ma-
nipulate 2007 bidding for capacity on El Paso Corp.'s Chey-
enne Plains gas pipeline.

The case followed from a decision by Cheyenne Plains,
which ships Rockies gas from the Wyoming-Colorado border
to south-central Kansas, to divide up space among bidding
shippers on a pro rata basis to meet high interest in the then-
capacity constrained region.

Most of the allegations at issue in that case were that the
gas marketers sought to get around those pro-rata allocations

and obtain access to more valuable pipe space by using affili-
ates in fraudulent fashion during open season bidding.

In each case, FERC said the marketers' actions violated
FERC rules that broadly ban the manipulation of natural gas
markets. None of 'the firms admitted wrongdoing in the cases,
but collectively agreed to pay more than $8 million in fines.

However, FERC's decision, to take enforcement action
against the companies involved-Tenaska Marketing Ventures
LLC and its affiliates; ONEOK Energy Services and its affili-
ates; Klabzuba Oil & Gas FLP; Jefferson Energy Trading Co.
LLC; Wizco Inc.; and Golden Stone Resources LLC-was
made over firm objections from FERC Commissioner Philip
Moeller.

Moeller contended the companies' conduct did not merit
any penalty and questioned whether their bidding was even im-
proper, saying it "reasonably may be viewed as consistent with
commission policy."

The NOPR was issued the same day FERC approved a
settlement between National Fuel Marketing Company LLC,
and its affiliates (NFM) and FERC's Office of Enforcement re-
solving a probe of NFM and its participation in the 2007 open
season for Cheyenne.

NFM and Seminole Energy Services LLC, another bidder
in the Cheyenne open season, also admitted no wrongdoing,
but chose to keep fighting the commission over the matter.

NFM agreed to pay a $290,000 civil penalty to resolve an
alleged infraction not related to charges of bidding manipula-
tion, and neither admitted nor denied any violation occurred.

Gas industry officials said Monday the agency's joint issu-
ance of its settlement with NFM and the NOPR constituted
capitulation that its pro-rata allocation rules are unclear.

Indeed, the agency says in the NOPR that "as we apply the
rule, we will be mindful of the fact that we are not only taking
steps to assure non-discriminatory access to capacity but also
providing guidance to market participants in general."
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Study Finds Shale Gas Worse For Climate Than Coal... (Contid frm p.1)
years, shale gas's greenhouse gas footprint "is at least 20 per- The higher emissions from shale gas production occur
cent greater and perhaps more than twice as great as that for when wells are hydraulically fractured, when fluids and gases
coal when expressed per quantity of energy available during flow back to the surface during fracturing, and when the well
combustion." is drilled out when fracturing is completed, the researchers

While the team cautioned that their research should not be found.
viewed as the final word on the issue, their study nevertheless The study found that methane dominates the greenhouse
could spark new debate over shale gas production, which al- gas footprint for shale gas on the 20-year time horizon, con-
ready is under fire from local groups who charge that ground- tributing 1.4 to 3 times more to the footprint than direct C02
water contamination is caused by the practice of hydraulic emissions from combustion do. At this time scale, the footprint
fracturing, in which huge amounts of water and chemicals are for shale gas is 22 percent to 43 percent greater than that of
pumped down a well to fracture shale formations to release conventional gas, the study said. Over a 100-year time frame
trapped gas. the shale gas greenhouse gas footprint is 14 percent to 19 per-

At the same time, the Obama administration, backed by cent greater than that for conventional gas, it said.
some environmentalists and some electric utilities, have been The study also found that conventional gas, even though it
touting gas's role as a "bridge" fuel that if used to displace coal produces less methane in leaks than shale gas does, "has little
for electricity production could dramatically lower emissions or no advantage over coal over the 100-year time period."
while providing time for non-emitting energy technologies to Previous research concluded that emissions from the pro-
become economically competitive. duction and use of conventional gas are less than those from

Confirmation that shale gas could have higher greenhouse coal production and use when considering the impact of meth-
gas emissions than conventional gas or coal could lead to re- ane over 100 years.
quirements that shale gas producers install expensive controls But Howarth's team said these studies employed a global
to capture methane leaked during production, which would warming potential metric for methane that is out of date, giv-
drive up costs for the fuel and slow production. en research published in 2009 by researchers at the National

Because methane's ability to trap heat diminishes much Aeronautics and Space Administration's Goddard Institute
more rapidly than that of carbon dioxide (C02), which can for Space Studies (GISS).
last in the atmosphere for centuries, the Cornell study ex- The 2007 Intergovernmental Panel on Climate Change
pressed its findings on the climate change impacts of shale (IPCC) assumed methane has a global warming potential of
gas in 20-year and 100-year increments. Methane's heat-trap- 72 times greater than that of C02 over 20 years, and 25 times
ping abilities are most potent during the two decades follow- greater over a century.
ing its release to the atmosphere, and the team noted that However, the GISS team found that methane's impact
many scientists are urging sharp reductions in greenhouse on warming is even greater because methane interferes with a
gas emissions over the next 20 years to avoid global warm- natural chemical reaction in the atmosphere that forms sulfate
ing's worst impacts. aerosols, tiny particles that tend to scatter sunlight back into

Because recent, separate research concludes that meth- space and have a net cooling effect on the atmosphere.
ane's heat-trapping capacity is substantially higher than sci- The GISS team found that that methane's role in reducing
entists had thought just a few years ago, the greenhouse gas concentrations of sulfate aerosols increases its global warming
"footprint" for shale gas is at least 20 percent greater than that potential by 20 to 40 percent above previous estimates, and
of coal over 20 years and comparable to that of coal over 100 came up with a global warming potential metric for methane
years, the Cornell paper concludes, of 105 (20 years) and 33 (100 years), with a margin of error of

"The take-home message of our study is that if you do an 23 percent. The Cornell team used these figures rather than the
integration of 20 years following the development of the gas, lower IPCC figures in their paper.
shale gas is worse than conventional gas and is, in fact, worse Industry critics panned the study, blasting its use of the
than coal and worse than oil," Howarth said in a Cornell press higher global warming potential figures.
release. Howarth and his team expressed confidence in their

The Cornell study, believed to be the first peer-reviewed as- work but stressed that more research is need to confirm
sessment of the global warming impacts of shale gas produc- their findings.
tion, compares estimated emissions for shale gas, conventional "We do not intend for you to accept what we've reported
gas, coal and diesel oil, taking into account direct emissions of today as the definitive scientific study in regard to this ques-
C02 during combustion, indirect emissions of C02 needed to tion," team member and Cornell engineering professor Tony
develop and use the fuels and methane emissions, which were Ingraffea said in the press release. "What we're hoping to do
converted to the equivalent value of C02 for global warming in this study is to stimulate the science that should have been
potential. done before."
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Progress Buy Boosts Big Florida Solar Project
BlueChip Energy last week an- United States covering 140 acres. ing, procurement and construction ca-

nounced that Progress Energy Florida BlueChip said the project will be pabilities.
has agreed to buy power from the Sor- built in stages, starting with 10 mega- The company said it recently pur-
rento Eagle Dunes Solar Farm, a 40 watts in 2012, and that it was buying chased the land to enhance the "bank-
megawatt photovoltaic facility BlueChip some 174,000 monocrystalline and ability" of the project and is applying
is developing in central Florida. polycrystalline PV panels from Ad- for the applicable zoning approvals.

The Lake County project will be the vanced Solar Photonics and other The adjacent land areas allow for up to
largest private solar plant in Florida and manufacturers. BlueChip is providing 100 MW of additional solar farm de-
one the largest solar PV projects in the its own project development, engineer- velopment.

MISO, SPP Fight Over Entergy Lands at FE]?C (Contd from p.1)
the Entergy System Agreement, which provided for the sharing to reliably serve the loads of [MISO] and Entergy using the
of power resources among Entergy's multiple utility affiliates. flowgates of SPP, or other neighboring transmission systems,

MISO said while it and SPP had not previously disagreed much less gain the benefit of joint operations of the combined
over their shared transmission capacity, that changed when the facilities" of Entergy and MISO.
Arkansas PSC in 2010 decided to look at Entergy Arkansas MISO said that SPP also claimed in its white paper that the
joining MISO as a possible alternative to joining SPP. MISO MISO-SPP joint operating agreement "would limit [MISO's]
said SPP then raised objections to Entergy continuing to use use of SPP flowgates based on historic firm 'rights."'
the 1,000 MW of shared transmission capacity if Entergy MISO told FERC it subsequently sought to reach a nego-
joined MISO. tiated settlement with SPP on their differing views, offering to

The 1,000 MW link is crucial to MISO's chances to win- use FERC's dispute mediation service.
ning Entergy's membership because it is the only physical link MISO said it was anxious to resolve the dispute to clarify
between Entergy's system and the high-voltage grid operated transmission issues for Entergy, which faces a May 12 deadline
by MISO. set by the Arkansas PSC to tell the state regulators whether

In contrast, Entergy has 41 direct interconnections with joining MISO, SPP or a new stand-along arrangement would
SPP's grid totaling some 14,100 MW of capacity. be best for its ratepayers.

The fight between MISO and SPP comes as both grid op- However, MISO told FERC that SPP refused to use
erators are seeking to expand their membership and operating FERC's mediation service.
footprint in an effort to lower operating costs and dues paid by "SPP... declined, to proceed expeditiously, stating its be-
their existing members. lief that there is no 'current dispute ripe for the invocation of

As one of the largest utilities in the region, New Orleans- the dispute resolution procedures of the joint operating agree-
based Entergy would be a huge pick-up for either of the re- ment"' between MISO and SPP.
gional transmission organizations (RTO). MISO is particularly MISO said it disagreed that there was no dispute to be re-
hungry for new members because it has lost several members in solved, and thus was forced to turn to FERC to seek a declara-
recent years to PJM Interconnection LLC, which operates the tive order on the shared transmission capacity issue.
Mid-Atlantic grid. "Regrettably, SPP remains unwilling to change its publicly

MISO and SPP have issued dueling studies in recent stated interpretation of [the joint operating agreement] that ca-
months in which each has claimed that cost-savings and bene- pacity sharing during outages, or to internalize Entergy's power
fits to Entergy ratepayers would be maximized if Entergy chose flows, will no longer be available once Entergy joins an RTO,"
to join their RTO. MISO told FERC.

The SPP has touted Entergy's far greater number of inter- MISO said SPP's interpretation of the RTOs' joint operat-
connections with SPP's system as a clear operational benefit ing agreement runs counter to FERC's open access policies for
over MISO's more tenuous connection with Entergy's system, the grid, and that MISO had the same kind of transmission-
and suggested that there would be "significant reliability and sharing agreement with PJM that MISO and PJM interpreted
operational impacts to SPP's and others' systems" if MISO had in the same way.
full use of its one 1,000 MW link to Entergy. SPP officials had no comment Monday on MISO's filing

However, FERC in the past has approved the movement of at FERC.
utilities to different RTOs even if their transmission links with The MISO-SPP fight comes as Entergy is under some
the new RTO were less numerous than with the old RTO. pressure to join an RTO because of continuing complaints

In its filing at FERC, MISO said its problems with SPP be- from merchant generators, municipal utilities and other elec-
gan in January when SPP circulated a white paper to Entergy's tric system participants in its service territory that Entergy
regulators in several states challenging MISO's view that-un- has not provided fair and open access to its grid as required
der the joint operating agreement between MISO and SPP-- by FERC. At the direction of FERC, Entergy in recent years
Entergy and MISO would be entitled to continued full use of has used the SPP has an independent coordinator of its trans-
the 1,000 MW in shared MISO-SPP transmission capacity if mission system, but critics say that arrangement has been inef-
Entergy joined MISO. fective in assuring that Entergy does not unfairly favor its own

MISO said SPP asserted in the white paper that no "signifi- power plants and needs in operating its grid and dispatching
cant firm 'rights' exist to provide [MISO] the allocation needed power.
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From: Reiko Sakurai
To: McIntyre. David
Subject: Gentle reminder of our interview request....
Date: Monday, April 11, 2011 7:21:58 PM

Hello David,
I just was wires coming out about AP doing an interview with Chaiman Jackzo today.
May I just gently remind you once again that we would certainly love to do an sit- down interview with
the Chairman,
since NHK is probably the most watched media concerning the Fukushima-Daiichi around the globe.
Thank you for your kind attention, and your patience!
I look forward to hearing from you soon...
Best regards,
Reiko Sakurai

Reiko Sakurai
Correspondent
NHK/Japan Broadcasting Corporation
202-828-5180 office
202-821-2588 cell
sakurai@nhkdc.com



TO:

AS~dm

EPUB. -Energy Daily
FW: Your ismze of The Energy Daily
Tuesday, April 12, 2011 7:06:06 PH
edO413.•W

From: The Energy Daily[SMTP:ED@CHEMBUSINESS-MEDIA.COM]
Sent: Tuesday, April 12, 2011 7:06:00 PM
To: Library Resource
Subject- Your issue of The Energy Daily
Auto forwarded by a Rule

the energy daily

[NJ

Dear Subscriber, April 13, 2011 Headlines
Please find attached your issue of today's
The Energy Daily.

Look to The Energy Daily to provide you
with the latest news and information on the
global energy marketplace--including
electric utilities, nuclear power, natural gas,
oil, coal and alternative fuels.

If you have any questions or concerns
about your subscription, call us at 855-
417-4155 (toll free), Fax 847-564-9453 or
email energvgmeda.com. Customer
Service Representatives are available 7:30
a.m. to 6:00 p.m. CST.

Sincerely,

Energy Programs Get Modest Trim Under Budget Deal
The bipartisan continuing budget resolution set for votes in Congress this week
would provide $31.8 billion for energy and water programs for the 2011 fiscal
year, a cut of 5 percent-or $1.7 billion-below the 2010 funding levels, with
the largest reductions coming in the Energy Department's energy efficiency and
renewable energy and fossil energy research and development programs. The
continuing resolution (CR), developed after weeks of politically charged
negotiations that ended with an agreement late Friday evening, would give
DOE's energy efficiency and renewable energy office $1.778 billion through
September 30-the end of the current fiscal year. The approved funding
amounts to a 19.7 percent reduction below the 2010 appropriation of $2.216
billion. The CR also would slash DOE's fossil energy R&D programs by 34
percent, providing $434 million-a cut of $226 million from the 2010
appropriation of $660 million. While energy programs largely escaped the
heftier cuts seen in...

CFTC Proposes Swap Margin Rules For Commercial Hedgers
Over strong protests from one Republican commissioner, the Commodity
Futures Trading Commission Tuesday proposed rules that would exempt
energy companies and other commercial "end users" of derivatives from margin
requirements in hedging deals, but allow financial entities to require end-user
counterparties to post cash or non -cash collateral in transactions that are not
conducted through central clearinghouses. The CFTC plan, released for public
comment on a 4-1 vote, was opposed by Commissioner Scott O'Malia, who
said that while the proposal met congressional directives that the CFTC not
impose margin requirements on end users, commercial hedgers might still face
those requirements in uncleared trades. Specifically, he said the CFTC
proposal would allow "swap dealers"-such as banks, investment firms and
other financial institutions-to negotiate "credit support agreements" for
derivative deals with end users that could require commercial hedgers to post
collateral...

Sabrina Ousmaal
Associate Publisher

P.S. - For site license & group
subscriptions information, contact me at
703-236-2665 or
sabrina~ousmaal@ihs.com

Defense Energy Conference
Efficient & Renewable Technologies in
DoD Operational Initiatives

Presentations are now available. Click
here to download!

EPA Eyeing Enforcement Action Over Diesel Use In Fracking
Deputy Environmental Protection Agency Administrator Robert Perciasepe
Tuesday said EPA is considering "enforcement procedures" as part of its
inquiry into drillers' use of diesel fuel in hydraulic fracturing operations, saying
those not permitted to use diesel would be in violation of the Safe Drinking
Water Act. Perciasepe also said EPA is working closely with Pennsylvania



regulators on setting limits on contaminants in drilling wastewater that can be
discharged into state rivers from oil and gas production operations in that
state's vast Marcellus Shale play. He also said the agency is "looking into
guidance on what kind of treatment might be needed to treat these kinds of
wastes." Perciasepe's testimony before the Senate Environment and Public
Works Committee and the committee's subcommittee on water and wildlife
suggest EPA is moving to respond to growing concern among Democrats in
Congress and green groups that the country's shale gas boom is raising new
threats to...

Brown Signs 33 Percent California RPS; DOE Backs SunPower
Plant
While expressing some concerns about "implementation difficulties," California
Gov. Jerry Brown Tuesday signed state legislation raising the state's renewable
portfolio standard for utilities to 33 percent and said he believed the state could
get 40 percent of its electricity from renewables "at reasonable cost" in the near
future. The enactment of the 33 percent standard, which comes with California
utilities still behind schedule in meeting the state's previous standard of 20
percent...
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CFTC Proposes Swap
Margin Rules For

Commercial Hedgers
BY GEORGE LOBSENZ

Over strong protests from one Republican commission-
er, the Commodity Futures Trading Commission Tuesday
proposed rules that would exempt energy companies and
other commercial "end users" of derivatives from margin
requirements in hedging deals, but allow financial entities
to require end-user counterparties to post cash or non-cash
collateral in transactions that are not conducted through
central clearinghouses.

The CFTC plan, released for public comment on a 4-1
vote, was opposed by Commissioner Scott O'Malia, who
said that while the proposal met congressional directives
that the CFTC not impose margin requirements on end us-
ers, commercial hedgers might still face those requirements
in uncleared trades.

Specifically, he said the CFTC proposal would allow
"swap dealers"-such as banks, investment firms and other
financial institutions-to negotiate "credit support agree-

(Continued on p. 2)

Energy Programs
Get Modest Trim

Under Budget Deal
BY CHRIS HOLLY

The bipartisan continuing budget resolution set for votes in Con-
gress this week would provide $31.8 billion for energy and water pro-
grams for the 2011 fiscal year, a cut of 5 percent-or $1.7 billion-
below the 2010 funding levels, with the largest reductions coming in
the Energy Department's energy efficiency and renewable energy and
fossil energy research and development programs.

The continuing resolution (CR), developed after weeks of po-
litically charged negotiations that ended with an agreement late
Friday evening, would give DOE's energy efficiency and renewable
energy office $1.778 billion through September 30-the end of the
current fiscal year. The approved funding amounts to a 19.7 per-
cent reduction below the 2010 appropriation of $2.216 billion.

The CR also would slash DOE's fossil energy R&D programs
by 34 percent, providing $434 million-a cut of $226 million from
the 2010 appropriation of $660 million.

While energy programs largely escaped the heftier cuts seen in

(Continued on p. 3)

studies were needed to de-EPAtEyeing Enforcement Actiontermine the full impact ofDiesel Use In Frackin domestic gas drilling on air
O ver Dpollution and water supplies,g citing recent drilling "time

Deputy Environmen- BY JOHNATHAN RICKMAN Marcellus Shale play. He outs" by various states-most notably
tal Protection Agency Ad- also said the agency is New York-and localities to address
ministrator Robert Perciasepe Tuesday "looking into guidance on what kind of those issues.
said EPA is considering "enforcement treatment might be needed to treat these In contrast, Republicans said gas
procedures" as part of its inquiry into kinds of wastes." has been extracted safely for decades
drillers' use of diesel fuel in hydraulic Perciasepe's testimony before the in the United States and that the recent
fracturing operations, saying those not Senate Environment and Public Works shale gas bonanza presented no imme-
permitted to use diesel would be in vio- Committee and the committee's sub- diate concerns.
lation of the Safe Drinking Water Act. committee on water and wildlife suggest Democrats pressed Perciasepe at

Perciasepe also said EPA is working EPA is moving to respond to growing the hearing on the diesel fuel issue,
closely with Pennsylvania regulators on concern among Democrats in Congress which exploded into a controversy when
setting limits on contaminants in drill- and green groups that the country's House Democrats earlier this year re-
ing wastewater that can be discharged shale gas boom is raising new threats to vealed that drillers had admitted using
into state rivers from oil and gas pro- public health and the environment, some 32 million gallons of diesel fuel or
duction operations in that state's vast Democrats at the hearing said more (Continued on p. 3)
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Brown Signs 33 Percent California
RPS; DOE Backs SunPower Plant
While expressing some concerns about
"implementation difficulties," California
Gov. Jerry Brown Tuesday signed state leg-
islation raising the state's renewable port-
folio standard for utilities to 33 percent
and said he believed the state could get 40
percent of its electricity from renewables
"at reasonable cost" in the near future.

The enactment of the 33 percent
standard, which comes with California
utilities still behind schedule in meeting
the state's previous standard of 20 per-
cent renewables by 2010, gives the state
by far the most aggressive renewable re-
quirements in the nation.

In his signing message to the state

legislature on the bill, Brown urged
lawmakers to fix unspecified provisions
"that will create implementation diffi-
culties or inefficiencies, particularly for
regulatory agencies charged with the
bill's implementation. These provisions
should be amended quickly."

Despite those concerns, Brown
voiced optimism that renewable pow-
er facilities were coming on line fast
enough that the 33 percent RPS ought
to be considered "just a starting point-
-a floor, not a ceiling.

"Our state has enormous renewable
resource potential," he said. "I would
like to see us pursue even more far-

reaching targets. With the amount of re-
newable resources coming on-line, and
prices dropping, I think 40 percent, at
reasonable cost, is well within our grasp
in the near future."

Brown signed the bill at a ceremony
attended by Energy Secretary Steven
Chu at a new solar panel manufacturing
facility opened by SunPower and Flex-
tronics at Milpitas, Calif.

In another renewables development,
the Energy Department announced
Tuesday it has made a conditional com-
mitment to provide a $1.187 billion fed-
eral loan guarantee for the proposed
250 megawatt California Valley Solar
Ranch power 'plant planned to be built
near San Jose by SunPower, which has
a deal to sell the completed facility to
NRG Energy Inc.

CFTC Proposes Swap Margin Rules... (Continued from p. 1)
ments" for derivative deals with end users that could require
commercial hedgers to post collateral.

"Today's commission rulemaking leaves open the possibil-
ity that end-users will be assessed margin," O'Malia said in a
statement before voting on the CFTC's proposed margin rules.

"The proposal states that each swap dealer may accept
margin in a manner agreed to by the parties in a credit sup-
port arrangement. Although no margin obligations are techni-
cally required to be directly imposed on non-financial entities,
this may be cold comfort to end-users. The proposal also does
nothing to prevent indirect price increases on swaps for end-
users due to the capital charges dealers will incur simply for
providing liquidity to end-users."

O'Malia said end users also might be hit with margin re-
quirements because the CFTC's proposed definition of swap
dealers might wrongly apply to some end users, despite con-
gressional desires that end users not face margin requirements.

And he said the picture for derivative end users was further
muddied by margin requirements that have been proposed by
other federal agencies that are "prudential regulators" of cer-
tain derivatives. Those agencies are the Office of the Comptrol-
ler of the Currency, the Department of the Treasury, the Board
of Governors of the Federal Reserve System, the Federal De-
posit Insurance Corporation, the Farm Credit Administration,
and the Federal Housing Finance Agency.

"The rules proposed by the prudential regulators will require
that end-users pay initial and variation margin to banks," O'Malia
said. "Alternatively, the commission's rule requires transactions
between a swap dealer and an end-user to simply include a credit
support agreement and nothing more. Unfortunately, this isn't
the only inconsistency between the rulemakings."

Margin requirements are generally considered one of the
most important reforms needed in the wake of the financial cri-
sis, which was largely triggered by widespread default by banks
and other financial institutions on huge positions in various
financial derivatives.

Congress has directed the CFTC to require that most de-
rivative deals be done through central clearinghouses in trans-
actions that require posting of margin to ensure money is avail-
able if counterparties default on their deal obligations.

However, energy companies and industries that are heavy
users of derivatives to hedge against volatile oil and natural gas
prices-such as airlines, trucking companies, pharmaceutical
manufacturers and petroleum marketers-have strongly op-
posed both clearing and margin requirements in their deriva-
tive deals as costly and unnecessary because energy derivatives
were not involved in the recent financial crisis.

Energy companies also say that margin requirements
would drain away resources they need to expand production
or distribution infrastructure, and would discourage them from
using swaps to hedge their commercial risks, ultimately driving
up costs that are passed on to consumers.

Congress agreed with energy companies and large indus-
trial energy consumers on that issue and directed the CFTC in
its recently enacted financial reform bill to exempt commercial
hedgers from clearing and margin requirements.

However, energy producers and users have expressed con-
cern about the way the CFTC has responded to that directive,
saying the CFTC has proposed rules that generally seek to ap-
ply margin and clearing requirements to as many derivative
deals as possible, raising the chances that end users will be hit
with regulatory costs.
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Energy Programs Get Modest
other non-defense government programs, the funding reductions
will still hit hard at DOE because the cuts from 2010 spending
levels will have to be carried out in the six months remaining in the
2011 fiscal year, as opposed to being spread out over the 12 months
of a full year.

But in a move cheered by an obviously relieved renewables in-
dustry, the CR preserves funding to cover existing applications by
clean energy projects for government backing under DOE's Sec-
tion 1705 loan guarantee program.

Rhone Resch, president of the Solar Energy Industries Asso-
ciation, said this provision would allow billions of dollars in solar
investments to move forward, creating thousands of new jobs in
the process.

The CR also extends funding under the Section 1703 loan
guarantee program for renewable energy projects that have already
applied for loan guarantees.

In perhaps the biggest surprise in the CR's energy provisions,
lawmakers agreed to trim DOE science programs by less than I
percent, providing $4.929 billion-only $35 million below the 2010
appropriation of $4.96 billion.

The extremely modest cut in the department's science office is
surprising given previous Republican spending bills that proposed
chopping nearly $1 billion from those programs in fiscal 2011.

The CR retains a prior agreement between congressional Repub-
licans and the White House and included in a December 2011 CR to
provide a $697 million (7 percent) increase in the National Nuclear
Safety Administration's budget to ensure adequate funding for DOE
nuclear weapons modernization initiatives.

Budget Trim ... (continued from p.1)
But the CR would slash DOE's nuclear cleanup program by

$638 million, or 11.3 percent, below the 2010 appropriation of
$5.64 billion.

In action on other key energy programs, lawmakers agreed in
the CR to provide the Interior Department's Bureau of Ocean En-
ergy Management, Regulation and Enforcement an additional $42
million for the remainder of the fiscal year to boost inspections
of offshore drilling operations. They added another $5 million
for safety and environmental monitoring initiatives related to last
year's catastrophic oil spill in the Gulf of Mexico.

However, the CR would prevent the Interior Department
from spending funds to implement a new "wild lands" policy an-
nounced by Interior Secretary Ken Salazar in December to protect
public lands that have not been designated as wilderness. Repub-
licans lawmakers have railed against the new policy, saying it usurps
congressional authority to set aside wilderness areas and could block
resource development in the West.

The CR also would cut unspecified climate change programs
across the government by $49 million below 2010 levels. Further,
the CR appears to bar the use of State Department funds to sup-
port climate change adaptation and emissions mitigation activi-
ties in the world's poorest nations, although this could not be con-
firmed at press time. The Obama administration has pledged to
provide some $3.43 billion, including $1.7 billion in 2011, to sup-
port these activities.

The CR would reduce 2011 funding for the Environmental
Protection Agency by $1.6 billion, a cut of 16 percent below the
2010 appropriation.

EPA Eyeing Enforcement Over
diesel-containing fluids in "fracking" operations at oil, gas and
coal methane wells in 19 states between 2005 and 2009.

The Democrats also said that drillers or service companies
acknowledged that they had not gotten required permits or con-
ducted environmental reviews to ensure the fluids posed no threat
to underground drinking water supplies.

And the lawmakers say the continued use of diesel without
permits appears to violate explicit statutory language enacted by
Congress in 2005 that exempted hydraulic fracturing from regula-
tion under the Safe Drinking Water Act (SDWA)-except when
diesel-containing fluids are used.

EPA has said it is working to ensure diesel use in hydraulic
fracturing is safe and properly permitted under the SDWA, but
has not indicated to date that it planned to take enforcement ac-
tion against any driller for unpermitted diesel use. Rather, EPA of-
ficials have said the agency has launched "an expeditious effort to
clarify the permitting process" as it relates to fracking with diesel.

However, Democrats at the hearing Tuesday appeared unsat-
isfied with that stance.

Pressed on the matter by Sen. Tom Udall (D-N.M.), Per-
ciasepe said EPA is still "in the process of collecting information"
from industry and state regulators on diesel fuel use in fracking,
but was giving consideration to "enforcement procedures."

Asked Udall: "If they [drillers] didn't get a permit, they are in
violation of the [SDWA]"?

"Yes," said Perciasepe.
However, Lee Fuller, vice president of government relations

for the Independent Petroleum Association of America (IPAA)
dismissed Perciasepe's comments in a statement Tuesday, saying
that "if EPA were to try to enforce against a producer, it would
have a sizable burden."

Diesel Use In Eracking... (Contd from p.1)
IPAA along with the U.S. Oil and Gas Association is suing

EPA over its failure to set clear standards for use of diesel in frack-
ing operations, which the groups say makes any enforcement ac-
tion untenable.

But Sen. Ben Cardin (D-Md.), chairman of the water and
wildlife subcommittee, said he believed both industry and regula-
tors have "failed to meet minimally acceptable performance stan-
dards for protecting human health and the environment" with re-
spect to drilling operations popping up in shale communities and
that more controls are needed.

Cardin in particular slammed Pennsylvania oil and gas regu-
lators for "playing continual regulatory catch-up" in response to a
recent string of well-site blowouts and toxic chemical spills.

He also said he believed the state's municipal wastewater treat-
ment plants are not equipped to handle the "thousands of gallons
of special chemicals" used in hydraulic fracturing operations.

Those chemicals are injected into underground shale formations
along with water and sand to break open gas-rich seams. Those flu-
ids return to the surface during "flowback" and are trucked to sew-
age treatment plants before being released into rivers.

"Radioactive isotopes, heavy salts, and other chemicals were
discharged into surface waters-all in apparent violation of the
Clean Water Act (CWA)," Cardin said, referring to media reports
alleging that drilling-related wastewater entering Pennsylvania's
rivers may contain elevated levels of radioactivity.

Asked by Cardin whether EPA has responded to those al-
legations; Perciasepe said "[EPA Region 3 Administrator Shawn
Garvin] has been working with the state" on "limits" to the amount
of wastewater that can be released into rivers, and that its national
office "is looking into guidance on what kind of treatment might
be needed to treat these... wastes."
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Duke, American
Transmission Launch
Joint Grid Venture

BY GEORGE LOBSENZ

Duke Energy and American Transmission Co.
Wednesday announced a joint venture to build, own
and operate power lines in North America outside
of their respective service territories, with officials at
the companies indicating that they are looking at new
transmission to serve growing renewable energy gener-
ation in the Rocky Mountains and Texas, among other
areas.

While the companies named no specific projects, a
top Duke official said the newly formed Duke Ameri-
can Transmission Co. (DATC) also is eyeing Midwest
areas served by PJM Interconnection LLC, the Mid-
Atlantic grid operator, and the Midwest Independent
Transmission System Operator Inc. (MISO), for proj-
ects to reduce grid congestion.

Duke already is developing the Pioneer line in
Indiana in partnership with American Electric Power

(Continued on p. 2)

Southern CEO Sees
Federal 'War On Coal';
Questions Dash To Gas

BY CHRIS HOLLY

In a wide-ranging speech on U.S. electricity policy, Southern Co.
Chairman, President and Chief Executive Officer Thomas Fanning said
Wednesday that coal is "under attack" by the federal government, that nat-
ural gas may not be the panacea seen by some utilities facing environmental
constraints on their coal plants and that federal proposals to sharply reduce
utility hazardous air pollution have unreasonable compliance deadlines that
should be extended.

In a speech at the U.S. Chamber of Commerce, Fanning, who took
the helm at Atlanta-based Southern December 1 upon the retirement
of former CEO David Ratcliffe, said "the existing coal industry is un-
der attack by some in America. Decisions are being made that will limit
our ability long term to use coal, and therefore, negatively impact the
nation's economic well-being."

Fanning singled out for criticism the Environmental Protection
Agency's proposed regulations to limit utility hazardous air pollution
(HAP). The HAP proposal, released by EPA last month, would estab-

(Continued on p. 3)

DOE Fines Sandia Over
Data Security Incidents

The Energy Department has fined
the operator of Sandia National Labo-
ratories $123,750 to settle "potential
noncompliances" with the department's
security regulations in the handling of
classified information at the New Mex-
ico-based nuclear weapons laboratory
over the last few years.

In a recently released March 24 let-
ter to the head of Sandia Corp., the
Lockheed Martin subsidiary that oper-
ates the lab for DOE, department offi-
cials said the settlement stemmed from a
recent investigation by DOE's Office of
Health Safety and Security (HSS) into
an "adverse trend of classified informa-

tion security incidents" seen at the lab in
2008 and 2009.

DOE did not describe the security
incidents, but said that following the HSS
investigation in 2010, Sandia developed a
"security improvement plan" in October
2010 that addressed many of the depart-
ment's concerns.

Further, the department said that
because Sandia was aware of the need
to improve its security performance be-
fore DOE initially flagged the problems
in 2008, the lab operator could bill the
department for most of the costs relating
to the enforcement proceeding.

"Because Sandia was aware of the

need to improve its security performance
prior to [DOE's) 2008 enforcement letter,
and has made progress in performance
through the implementation of on-going
improvement initiatives, DOE has deter-
mined that Sandia is entitled to recover
80 percent of its proceeding costs, con-
sistent with the federal acquisition regu-
lation," said the settlement agreement,
which was signed by Sandia Director
Paul Hommert.

The security issues follow DOE en-
forcement action over nuclear safety
"soft spots" at the lab.

The penalty against Sandia comes
as the department considers whether to
seek bids on the lab's management and
operating contract, which has been held
by Lockheed since 1993. Fluor and Boe-
ing recently said they are considering a
joint bid for the contract. K k, ý

.... R
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MSHA Cites Two Coal Mines
For 'Pattern Of Violations

In a "first" for the agency's much-
criticized enforcement program, the
Department of Labor's Mine Safety
and Health Administration Tuesday
announced it slapped two Appala-
chian coal mines with "pattern of vio-
lations" notices for failing to imple-
ment corrective action programs to
reduce chronic and persistent health
and safety violations.

The agency, known as MSHA, said
in a statement that Bledsoe Coal Corp.'s
Abner Branch Rider Mine in Kentucky's

Leslie County and The New West Vir-
ginia Mining Co.'s Apache Mine in West
Virginia's McDowell County would be
"the first mines in the history of the
[federal Mine Safety and Health Act of
1977] to be subject to the full effect" of
the tough penalties available under the
pattern of violation (POV) program.

The move follows MSHA's release
earlier this year of a proposed rule to re-
vise its POV program, which uses screen-
ing criteria to identify and crack down
on mines with a history of "significant

and substantial" safety violations.
MSHA under the Obama admin-

istration has deemed its enforcement
program "broken" and had not issued a
single POV notice in the 33-year history
of the Mine Act until Tuesday's action.

"We take this law and our obligation
to enforce it very seriously," said Joseph
Main, assistant secretary of labor for
mine safety and health, in a statement
Tuesday.

"While we believe most mine opera-
tors in this country do as well, it is clear
that some do not. If we are to prevent
death, injury and illness in the nation's
mines, these enforcement actions are nec-
essary to rein in chronic and persistent
violators of safety and health laws."

Duke, American Transmission Launch Grid Venture... (Cont, from p.1)

(AEP), and the North Carolina-based company also has strong
knowledge of the MISO-PJM grid interface area due to its ex-
tensive utility operations in Indiana, Ohio and Kentucky and
the Carolinas.

However, Paul Grigsby, senior vice president at Duke En-
ergy Commercial Businesses, told The Energy Daily Wednesday
that DATC would be looking closely at transmission projects
to serve fast-growing renewable generation in the West.

"We have spent a fair amount of time looking at renew-
able projects in the West," he said, specifically citing the need
to bring fast-growing wind energy resources in Montana, Wyo-
ming and the Dakotas to urban load centers.

Duke in recent years has become a major wind generator
in Wyoming, building four projects in the state, most recently a
200 megawatt facility completed in October 2010.

However, Grigsby indicated that DATC would not focus
on serving Duke's wind farms, but rather look for the best-po-
sitioned transmission projects with the most compelling eco-
nomics and market demand.

In particular, he said Duke has been evaluating a project
to serve renewable generation in Texas outside of the state's
Competitive Renewable Energy Zones (CREZ), the designated
wind energy development area.

Duke is something of latecomer to the Texas transmission
market, which has bloomed with the award of multiple CREZ-
related projects by state regulators. Grigsby declined to provide
details of the Texas project being considered by Duke, but said
it was one of several "very exciting" opportunities outside the
CREZ initiative.

Officials with American Transmission (ATC), one of the
nation's few transmission-only companies, said the joint ven-
ture with Duke was a key platform for growth outside its cur-
rent Upper Midwest service territory.

The Wisconsin-based company manages grid assets and
growth for roughly 30 investor-owned utilities, municipal
utilities and rural electric cooperatives in Wisconsin, Michi-
gan, Illinois and Minnesota. ATC was formed in 2001 when
the utilities handed over ownership and management of some
9,400 miles of lines, with the utilities getting stakes in ATC in
return.

ATC is well-positioned to lead potential development
of new lines to bring power from wind farms in the Dakotas
and Montana east to electricity-hungry cities in the Upper
Midwest region where the company already has extensive grid
operations.

However ATC officials made clear their interest in DATC
was mainly to expand in other parts of the country.

"This joint venture is an important step in advancing
ATC's strategy to grow outside our current service area," said
John Flynn, ATC's vice president of strategic planning and
business development.

"We have been very successful in planning, permitting and
building transmission in the Midwest. Through our partner-
ship with Duke Energy, we will take our expertise to other parts
of North America to develop transmission solutions that not
only deliver reliable electricity, but also economic and public
policy benefits."

DATC will be owned 50-50 by Duke and American Trans-
mission and both companies will be allowed to pursue power
line projects on their own.

Grigsby said DATC primarily is interested in building fully
regulated, as opposed to merchant, power lines and that no
projects would be built in Duke's regulated service territory in
the Carolinas or in areas served by Progress Energy, which is
merging with Duke.

DATC joins a growing list of companies interested in new
transmission as a growth area. AEP already is working the Mi-
dAmerican Energy Holdings Corp. on several new transmis-
sion lines in Texas and in Kansas and Oklahoma in conjunc-
tion with utilities based in those states.

Illinois-based Exelon last year joined AEP and MidAmeri-
can in proposing a 600-mile extra-heavy-voltage power line to
run from the Indiana-Ohio border to Iowa, with the primary
goal of integrating and linking up fast-growing wind genera-
tion throughout the region.

And Michigan-based ITC Corp., the nation's only indepen-
dent transmission-only company, also is building new lines in
Kansas and Oklahoma and pursuing development of a major
new line to bring wind power from the Dakotas to load centers
in the Upper Midwest.
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Southern CEO Sees Federal'War On Coal'... (Continued from p.1)
lish a "maximum achievable control technology" standard
for coal- and oil-fired plants and require affected plants to
install control§ within three years, with a possible one-year
extension.

"It's complex," said Fanning, whose-company uses coal
to produce 57 percent of its electricity. "It contains stringent
limits and requirements that must be met in an unreasonably
short time frame. It will be costly.

"Nationally, those energy costs could rise as much as 20
percent as a result of this proposed regulation. And reliability
could suffer."

Fanning noted that the United States has 28 percent of the
world's coal resources-the largest amount of any country.

"We must place a high priority on developing solutions
that preserve this critical energy resource for the future," he
said. "We must do it in a way that provides a sensible bal-
ance of reliability, economic consequence and environmental
impact."

Fanning also expressed caution-if not outright skep-
ticism-about the feasibility of using natural gas to replace
the output of older, less efficient coal plants that likely will
be shuttered if EPA finalizes the utility HAP rule and other
regulatory initiatives in the pipeline that could make coal less
attractive to utilities.

"Let's face it," he said. "There are only a small number
of companies that are able to undertake the development of
new nuclear plants. Pending federal regulations have virtually
declared a war on coal. As a result, much of our industry is
rushing to natural gas-fired generation."

Fanning noted that the advent of hydraulic fracturing,
or "fracking," technology-in which water and chemicals are
pumped below ground at high pressure to fracture shale de-
posits to free gas trapped within the shale-has resulted in an
unprecedented bounty of gas supplies in recent years that has
sharply lowered prices.

But he cautioned that 90 percent of the gas that is being
recovered today is extracted through the fracking process,
which critics say threatens groundwater quality and may pose
other environmental challenges.,

"Then there's infrastructure," Fanning said. "Do we have
the pipelines in place today to meet the rising demand for nat-
ural gas and transport it to where it's needed? At present, we
don't.

"And what about the price of natural gas in the years
ahead? Not long ago, gas rose to $14.50 per million [British
thermal units], or more than three times what it's selling for
today. Whatever you believe about the future price of natural
gas, it's reasonable to believe it will remain volatile.

"If that's your only future generation resource, then that
volatility will only increase and that's not good for American
business," he added.

And while describing renewable energy technologies as

"exciting" and having a clear role to play in meeting electric-
ity demand, Fanning said renewables also have challenges. He
noted that the best wind and solar resources often are located
at substantial distances from load centers and thus will require
significant investments in new transmission lines. Wind and
solar also require backup generation to meet demand "when
the wind doesn't blow and the sun doesn't shine," he said.

"Finally, there are questions whether the renewable sector
can survive without artificial support in the form of govern-
ment tax incentives," Fanning said. "Therefore, considering
the consequences of the need for long-distance transmission,
back-up generation and artificial cost subsidization, renewable
technologies will likely have a marginal impact for some time
to come."

Fanning, whose company is building the nation's first new
nuclear plant in 30 years at its Alvin Vogtle plant site near Au-
gusta, Ga., urged patience as the nuclear industry and regula-
tors digest the implications of the nuclear disaster at Japan's
Fukushima Daiichi nuclear complex, which was disabled by a
massive tsunami after a catastrophic earthquake March 11.

"We can't.. .let the events [in Japan] distract us from
what we must do here," Fanning said. "Working closely with
the [Nuclear Regulatory Commission] and other industry
groups, we will take what we learn from Japan, look deeply
into our own safety systems, take them through a rigorous
review and implement improvements to ensure the highest
levels of safety."

In brief remarks with reporters following his speech, Fan-
ning said Southern and other nuclear utilities "will go through
all of those issues, and at the end of the day, I just want to
make people very clear that we need to be thoughtful about
what happened there. We need to understand what happened
following the tsunami, and then we need to understand what
happened as a consequence of the actions that were taken at
the Fukushima site."

He also suggested that a judicial consent decree that man-
dated the schedule for EPA's issuance of the proposed and fi-
nal HAP rule offers the possibility of extending the three-year
compliance period.

"There are a host of approaches on what might be done
here," he said. "For example, when the courts put the time-
frames in place, they did suggest that this may be complex and
if you need more time come back to us and we'll perhaps con-
sider that: We are perfectly happy and we have a long track
record of working constructively with EPA and are perfectly
happy to go back and support them to get more time to get a
better solution."

House Republicans are expected to introduce legislation
soon that reportedly would be aimed at delaying the HAP
rule's implementation. The House Energy and Power Subcom-
mittee, chaired by Rep. Ed Whitfield (R-Ky.), has scheduled a
Friday hearing on the proposal.
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Miller's Retirement At Livermore Completes
Leadership Turnover At DOE Weapons Labs

Complebng a changing of the guard worked with scientists and engineers at management change since its creation
in the leadership of the Energy Depart- DOE's Los Alamos National Laborato- in 1952 when DOE in 2007 replaced the
ment's three nuclear weapons labora- ry and Sandia National Laboratories to University of California as the facility's
tories over the last year, George Miller develop the suite of sophisticated com- operator with Lawrence Livermore Na-
announced Tuesday he will step down puter modeling and science-based meth- tional Security LLC, a consortium led by
as director of Lawrence Livermore Na- ods now used to verify the safety and the University of California and Bechtel.
tional Laboratory after five years at the reliability of the nation's nuclear arsenal In recent years, Miller has overseen
helm of the California warhead design in place of underground testing. difficult cost-cutting efforts at the lab
and energy research facility. Miller' s departure follows the an- and the ongoing removal of plutonium

Miller, who joined the lab as a phys- nouncement earlier this year by Michael from the San Francisco Bay area site for
icist in 1972, held a number of top man- Anastasio that he was stepping down security reasons.
agement positions at Livermore over the after five years as head of Los Alamos, Before being named director, Miller
years and played a major role in the evo- which is located in New Mexico. Anas- held several other top management jobs
lution of the nation's nuclear warhead tasio previously led Livermore lab. at Livermore, including associate lab
stockpile over the last four decades. Tom Hunter began the changing of director in charge of the lab's nuclear

In particular, Miller was critical to the guard at the weapons labs last year weapons program; associate director for
carrying out the DOE's sensitive stock-' when he retired as director of Sandia; he defense and nuclear technologies; asso-
pile stewardship initiative that enabled has since been replaced by Paul Horn- ciate director for national security; and
the U.S. government to halt underground mert, a longtime Sandia manager. associate director for the National Igni-
warhead testing in the 1990s. Miller As director of Livermore since 2006, tion Facility, the huge laser-based fusion
and other Livermore weapons experts Miller helped the lab through its first research facility recently built at the lab.

Dynegy Names Seneca-Backed
Director As Interim CEO

Seneca Capital, a major Dynegy Inc.
shareholder, Monday appeared to get the
inside track on the restructuring of the
troubled merchant generator with the
appointment of E. Hunter Harrison as
Dynegy's interim president and chief ex-
ecutive officer, a move that comes about
one month after Seneca successfully add-
ed Harrison to Dynegy's board.

Harrison, 66, formerly president and
CEO of Canadian National Railway Co.,

was named to Dynegy's board March 9
along with three other new directors, includ-
ing two nominated by lcahn Associates.

Icahn Partners, which is controlled
by investor Carl lcahn, recently made an
unsuccessful attempt to acquire Dynegy.
Icahn's bid was opposed as insufficient
by Seneca, which also helped torpedo an
earlier effort to buy Dynegy by the Black-
stone Group.

After Icahn's purchase attempt failed

to win shareholder approval, Dynegy in
February announced it would change its
top management and consider new re-
structuring plans.

Dynegy like other merchant generators
has been hurt by low power and natural gas
prices, and previously warned it could face
bankruptcy unless it restructures.

Seneca announced March 30 it was
continuing to talk to other Dynegy stock-
holders about possible ways to maximize
shareholder value.

Harrison replaces David Biegler, who
was named interim CEO after the depar-
ture of former Dynegy CEO Bruce Wil-
liamson in February.

_Rns,11
3-4 May 2011
Washington DC

Keynote addresses from:

S"Dr John Holdren
Assistant to President Obama for

Sce ance a echnology, Director
of the Wte House Office of

Scrence and Tehno4ogy Pir•y

EThe Honorable
Ray Mabus
United States

Secretary of the Naw

Evet Spoonso

ADSj~oTHALES

*SA
Engaging the Aerospace, Defense and
Security Sector in Energy, Environment
and Counter-Climate Change Markets

This event will bring together for the first time
chief technology officers from the world's leading
aerospace, defense and security companies to
discuss energy, environment and climate and how
each relates to security and the future business
plans of the industry.

Meua P.-~

EAYAL

0,an,-1 by

Jand s tw

.F_ . . . . .

© 2011 IHS Global Inc. Federal copyright law prohibits unauthorized reproduction by any means and imposesfines of up to $150,000.for violations.



From:.

Subject:

DOWm

EPUB - En-n'- Daily
FW: Your Issue of The Energy Dafly
Frd, April 15, 2011 4:55:27 PM

From. The Energy Daily[SMTP:ED@CHEMBUSINESS-MEDIA.COM]
Sent: Friday, April 15, 2011 4:55:21 PM
To: Library Resource
Subject: Your issue of The Energy Daily
Auto forwarded by a Rule

the energy daily

Dear Subscriber, April 18, 2011 Headlines
Please find attached your issue of today's
The Energy Daily.

Look to The Energy Daily to provide you
with the latest news and information on the
global energy marketplace--including
electric utilities, nuclear power, natural gas,
oil, coal and alternative fuels.

If you have any questions or concerns
about your subscription, call us at 855-
417-4155 (toll free), Fax 847-564-9453 or
email eneraytmoda.com. Customer
Service Representatives are available 7:30
a.m. to 6:00 p.m. CST.

Sincerely,

Sabrina Ousmaal
Associate Publisher

P.S. - For site license & group
subscriptions information, contact me at
703-236-2665 or
sabrina.ousmaal@ihs.com

DOE Rejects Firm Radiation Release Limit For Its Sites
Despite heightened safety concerns about earthquake impacts on nuclear
facilities-and new questions about its seismic analyses-the Energy
Department has rejected a recommendation by a federal safety oversight board
that the department establish clear requirements for its site operating
contractors to prevent potential offsite radiation doses from worst-case
accidents from exceeding 25 reins, the level now set by a non-binding DOE
guideline. The decision by Energy Secretary Steven Chu to reject the
recommendation by the Defense Nuclear Facilities Safety Board (DNFSB)
represents the first time DOE has refused to accept formal safety guidance
provided by the DNFSB since the board was established by Congress in 1998
to provide independent oversight of DOE's self-regulated nuclear operations to
"ensure adequate protection of public health and safety." Chu's decision also is
notable in that it follows the earthquake-triggered accident at Japan's
Fukushima Daiichi nuclear power...

Southern Exec Seeks Two-Year Extension On Utility Toxics
Rule
In the first public indication of what the utility industry may be seeking in GOP
legislation to delay implementation of Environmental Protection Agency rules to
limit utility hazardous air pollution, Southern Co.'s chief executive told a House
subcommittee Friday utilities likely would need at least an additional two years
beyond the four-year maximum deadline mandated by the Clean Air Act for
meeting proposed new federal standards on mercury and other toxic emissions
from power plants. At a hearing held by the House Energy and Power
Subcommittee, Southern Chairman, President and Chief Executive Officer
Thomas Fanning told lawmakers that the mandatory compliance time frame
established in the Clean Air Act-compliance in three years with a possible
one-year extension-is insufficient given the complexity of EPA's March 15
proposal to sharply restrict utility emissions of mercury and other hazardous air
pollution (HAP). Fanning said "to account for an orderiy way to run your system

Senate Panel Floats Bipartisan Draft Bill On Grid Cyber-Security
Leaders of the Senate Energy and Natural Resources Committee Friday
floated a bipartisan staff draft proposal that would direct the Federal Energy
Regulatory Commission to determine whether current electricity reliability rules
are adequate to protect the U.S. grid from cyber-security threats and to order L

Defense Energy Conference
Efficient & Renewable Technologies in
DoD Operational Initiatives

Presentations are now available. Cick
here to download!



new rules if they are not. Further, the staff draft empowers FERC to impose an
interim cyber-security rule if the nation's grid reliability watchdog-the North
American Electric Reliability Corp...

Edison International CEO To Chair EPRI
The Electric Power Research Institute board of directors announced Thursday it
has elected Theodore Craver, the chairman, president and chief executive
officer of Edison International, as board chairman...

Greenhouse Gas Case Blurs Separation Of Powers
COMMENTARYVolatile issues of global climate change, energy-sector jobs,
judicial activism and the roles of federal government branches will collide April
19. That's when the United States Supreme Court hears arguments in a case
with a potential to affect indirectly all Americans who use electricity. The case is
American Electric Power Co. Inc. v. Connecticut. At issue is whether states and
private plaintiffs can sue utility companies for producing greenhouse gases that
contribute to global climate change. The state I represent in court, Indiana, is
not a party in this lawsuit. Nonetheless, as Indiana's attorney general, my duty
is to alert the Supreme Court to Indiana's legal concerns. To raise our
arguments, we authored a 28-page amicus brief that 22 other states signed
and filed it with the nation's highest court. The facts of the AEP v. Connecticut
case and its procedural history are complicated and the underlying science is
technical. But at its core is a concept that dates to the...

BLM May Cut Acreage For Oil Shale, Tar Sands Leasing
The Interior Department's Bureau of Land Management, moving forward on a
new environmental review of its oil shale and tar sands leasing program, last
week indicated it may reduce the amount of acreage available to industry as it
reviews lands' wilderness characteristics and suitability as habitat for the
threatened sage grouse. In a notice of intent issued Thursday on its
programmatic environmental impact study, BLM noted that commercial U.S. oil
shale and tar sands development is years away due to...
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Southern Exec Seeks
Two- Year Extension

On Utility Toxics Rule
BY CHRIS HOLLY

In the first public indication of what the utility indus-
try may be seeking in GOP legislation to delay implemen-
tation of Environmental Protection Agency rules to limit
utility hazardous air pollution, Southern Co.'s chief ex-
ecutive told a House subcommittee Friday utilities likely
would need at least an additional two years beyond the
four-year maximum deadline mandated by the Clean Air
Act for meeting proposed new federal standards on mer-
cury and other toxic emissions from power plants.

At a hearing held by the House Energy and Power
Subcommittee, Southern Chairman, President and Chief
Executive Officer Thomas Fanning told lawmakers that the
mandatory compliance time frame established in the Clean
Air Act--compliance in three years with a possible one-year
extension-is insufficient given the complexity of EPA's
March 15 proposal to sharply restrict utility emissions of
mercury and other hazardous air pollution (HAP).

(Continued on p. 2)

DOE Rejects Firm
Radiation Release
Limit For Its Sites

BY GEORGE LOBSENZ

Despite heightened safety concerns about earthquake impacts on
nuclear facilities-and new questions about its seismic analyses--the
Energy Department has rejected a recommendation by a federal safety
oversight board that the department establish clear requirements for its
site operating contractors to prevent potential offsite radiation doses
from worst-case accidents from exceeding 25 reins, the level now set by a
non-binding DOE guideline.

The decision by Energy Secretary Steven Chu to reject the recom-
mendation by the Defense Nuclear Facilities Safety Board (DNFSB)
represents the first time DOE has refused to accept formal safety
guidance provided by the DNFSB since the board was established
by Congress in 1998 to provide independent oversight of DOE's self-
regulated nuclear operations to "ensure adequate protection of pub-
lic health and safety."

Chu's decision also is notable in that it follows the earthquake-
triggered accident at Japan's Fukushima Daiichi nuclear power

(Continued on p. 3)

abling utilities to recoverSenate Panel Floats Bipartisan any prudently incurred
anyt preuirdently incured_ ment the secretary's order.Draft Bill On Grid Cyber-Security Senate Energy and

Leaders of the Senate Energy and Under the draft bill, FERC could Natural Resources Committee Chairman
Natural Resources Committee Friday impose its interim rule on an emergency Jeff Bingaman (D-N.M.) and Sen. Lisa
floated a bipartisan staff draft proposal basis, if necessary, and such a rule could Murkowski (Alaska), ranking Republican
that would direct the Federal Energy remain in place until NERC submitted on the committee, said the staff draft was
Regulatory Commission to determine rule changes deemed effective by FERC being issued as "the basis for discussion"
whether current electricity reliability in addressing cyber-security threats. among lawmakers and interested groups
rules are adequate to protect the U.S. grid The staff draft would give similar in advance of a planned May hearing by
from cyber-security threats and to order emergency powers to the secretary of the the committee on the issue.
new rules if they are not. Energy Department to protect "critical The staff draft is the latest indication

Further, the staff draft empowers electric infrastructure" from a cyber-securi- of congressional impatience with NERC
FERC to impose an interim cyber-se- ty threat. Any such secretarial order could on the issue of cyber-security, with some
curity rule if the nation's grid reliability remain in effect for up to 90 days unless the lawmakers concerned that the nation's
watchdog-the North American Electric secretary allows public comment on his ac- designated reliability watchdog has not
Reliability Corp. (N ERC)-does not take tion and affirms or amends his order, taken adequate action to protect the grid
timely action to address any cyber-securi- FERC would be responsible for es- from computer-based attacks or other in-
ty vulnerabilities. tablishing cost recovery mechanisms en- trusions by hackers.

© 2011 IHS Global Inc. Federal copyright law prohibits unauthorized reproduction by any means and imposeslines of up to $150,000for violations.



2 * Monday, April 18, 2011 THE ENERGY DAILY www.theenergydaily.com

Edison International CEO To Chair EPRI
The Electric Power Research In-

stitute board of directors' announced
Thursday it has elected Theodore Crav-
er, the chairman, president and chief ex-
ecutive officer of Edison International,
as board chairman.

EPRI President and CEO Michael

Howard said Craver's "strong belief that
technology can best address the chal-
lenges faced by the industry make him
ideally suited to lead our board."

Craver became chairman and CEO
of Edison International in 2008, and
from 2005 to 2008 served as chairman

and CEO of Edison Mission Group, the
company's merchant generation subsid-
iary. Edison's other main unit is South-
ern California Edison.

Industry-funded EPRI conducts re-
search and development relating to the
generation, delivery and use of electricity.

Southern Exec Seeks Extension On Toxics Rule... (Continued from p. 1)

Fanning said "to account for an orderly way to run your
system ... and to ensure you have reasonable participation by
vendors and required craft workers to undertake this billions-of-
dollars investment, you would need a 6-year time frame" for com-
pliance with a maximum achievable control technology (MACT)
standard for HAP emissions such as EPA has proposed.

Fanning's comments came one day after subcommittee
Chairman Ed Whitfield (R-W Va.) said that he and other Re-
publicans will introduce legislation in early May to delay imple-
mentation of the HAP rules.

While Whitfield made no mention of the proposed legisla-
tion Friday, he said that he would invite a senior EPA official to
testify about the regulations in May.

A Whitfield aide told The Energy Daily Friday that "[d]etails
of the draft bill.. .are still in discussion and have yet to be final-
ized. The timeline for formal introduction will depend on the fi-
nal text of the legislation and has not been set in stone."

At the hearing, Fanning and DTE Energy Executive Chair-
man Anthony Early told lawmakers that the HAP rule would
be impossible to achieve in a four-year compliance timeframe,
would lead to far more retirements of coal plants than EPA has
projected and could lead to sharp increases in power prices that
would cripple the nation's economic recovery.

EPA's HAP rule would require coal- and oil-fired power
plants either to install expensive controls to capture emissions
of mercury and other HAPs or shut down. EPA has acknowl-
edged that about 10 gigawatts (GW) of U.S. coal-fired genera-
tion capacity-overwhelmingly older, smaller units for which the
installation of controls would be uneconomic-would be retired
from operation if the rule is finalized.

Early, however, said he believed that as much as 75 GW of
capacity could face retirement due to the rule, while Fanning said
as much as 85 GW would be forced to retire. Wall Street research
firms have pegged the amount of likely retirements at between 50
and 56 GW

Fanning said the complexity of the HAP rule, and the tech-
nological challenge it poses to industry, make the three- to four-
year compliance deadline unrealistic.

"While facilities in other MACT industrial categories have
been required to install control devices in previous EPA rulemak-
ings, these rulemaking did not require the installation of two or
more large-scale control devices at potentially hundreds of facili-

ties, each with an installation time measured in years, and costing
hundreds of millions of dollars," Fanning said. "Moreover, we
have to remember that these facilities are part of an intercon-
nected grid where work at one plant can affect energy supplies
across an entire region."

Fanning added that the rule could hike electricity rates by as
much 25 percent in the Southeast. EPA has said the rule would cost
industry nearly $11 billion in annual costs by 2016, while produc-
ing health benefits of $59 billion to $140 billion, measured in 2007
dollars. Other witnesses noted that utilities will be able to depreci-
ate the costs of the required controls, thus the costs would not fall
on ratepayers in a single year but rather be imposed over decades.

Michael Bradley, executive director of the Clean Energy Group,
a coalition of nine low-emitting utilities, downplayed Fanning's and
Early's concerns, saying the proposed standards "are not as burden-
some as some in the electric sector had anticipated" and that most
utilities would be able to comply with the MACT standard in the
three or four years authorized by the Clean Air Act.

Bradley noted that roughly half of the coal-fired plants that
have submitted data to EPA already are achieving the mercury
standard, while about 70 percent already are achieving a particu-
late matter standard that EPA is proposing to use as a surrogate
indicator for non-mercury metals.

Further, Bradley said many power companies already have
installed major components of the pollution control systems
needed to comply with the proposed standards. Some 60 per-
cent of the nation's coal-fired generation capacity already has in-
stalled sulfur dioxide scrubbers, and more than 70 percent of the
nation's largest coal plants has scrubbers installed, he said.

Bradley added that EPA has proposed to allow emissions
"averaging" among generation units at a power plant, which
would allow companies to "over-control" emissions at some
units-while delaying full compliance at other units-at a power
plant. Roughly 20 percent of U.S. coal-fired capacity that cur-
rently lacks scrubbers is located alongside units that do have
scrubbers installed, he said.

In addition, many coal plants already have installed ad-
vanced mercury controls, high-efficiency particulate controls and
other systems that will facilitate compliance, he said.

"Thus, the generating fleet as a whole is well on its way to
being in a position to meet the requirements of the utility toxics
rule," Bradley said. "We are not starting from scratch."

THE ENERGY DAILY (ISSN: 0364-5274) is published each business day in print and electronically by IHS Global Inc. • Executive Editor:
George Lobsenz, (703) 236-2483; Contributing Editor: Eric Lindeman, (703) 236-2473; Reporters: Chris Holly, (703) 236-2423; Jeff Beattie,
(703) 236-2405; Johnathan Rickman, (703) 236-2471; Manager, Sales and Marketing: Erica Lengermann, erica.lengermann@ihs.com;
Senior Marketing Manager: Teri Fisher, teri.fisher@ihs.com; Associate Publisher: Sabrina Ousmaal • To subscribe to THE ENERGY DAILY
contact Client Services at (855) 417-4155 or energy@omeda.com • For group discounts and site license information contact Sabrina Ousmaal
at (703) 236-2665 or email sabrina.ousmaal@ihs.com * For advertising information contact Erica Lengermann at (703) 236-2413 or email
erica.lengermann @ihs.com www.theenergydaily.com

© 2011 IHS Global Inc. Federal copyright law prohibits unauthorized reproduction by any means and imposesfines of up to $150,000for violations.



www.theenergydaily.com THE ENERGY DAILY Monday, April 18, 2011 * 3

DOE Rejects Firm Radiation
plant-and recent revelations about the large-scale radiation re-
leases that might occur if a major temblor hit some of DOE's older
nuclear facilities, many of which date to the Cold War and are not
built to modern seismic safety standards.

The earthquake issue was further sharpened earlier this month
when the DNFSB revealed that DOE had recently learned of "sig-
nificant technical and software quality assurance issues" with a
computer program used to assess "soil-structure interaction effects"
between buildings and the ground they sit upon during earthquakes.
The program, which is used extensively by DOE to evaluate earth-
quake risks at its nuclear facilities, was found to produce "unrealistic
seismic responses" by analysts at Los Alamos National Laboratory,
the DNFSB told DOE in an April 8 letter in which the board asked
the department to explain what it was doing about the problem.

. In general, DOE addresses radiation release risks from earth-
quakes and other severe accident scenarios through a guideline un-
der which its contractors are supposed to take safety measures to
ensure that releases from worst-case nuclear facility accidents will
not exceed 25 reins at the boundary of the DOE sites they operate.

I The department for years has publicly committed to keeping
any potential releases below 25 reins, which can threaten human
health but which is well below radiation levels in some contami-
nated water discharges from the Fukushima plant.

However, the DNFSB last October questioned DOE's commit-
ment to meeting the 25-rem guideline at several aging nuclear facilities
at Los Alamos, saying the department appeared to be "drifting away"
from longstanding policies for timely compliance with the guideline.

At issue are costly fixes or operational changes that would have
to be made by DOE to meet the 25-rem standard at some of its fa-
cilities that are nearing shutdown. DOE officials have been reluctant
to spend millions of dollars on those obsolete facilities at the same
time they are building expensive new replacement facilities.

But while acknowledging those cost concerns, the board has
made known its growing unease over DOE's broader efforts un-
der Chu to streamline and "improve" its nuclear safety rules and
regulations. Although DOE officials have contended that their ef-
forts are designed to improve safety by getting rid of redundant
or unnecessary safety rules, the board has increasingly expressed
skepticism about some elements of DOE's initiative-and the de-
partment's willingness to face inconvenient but real safety issues.

Tensions between the department and the board heated up
earlier this year when DOE officials unsuccessfully sought to
squelch a DNFSB investigation into allegations by a senior whis-
tleblower at the department's Hanford site that safety issues were
being swept under the rug in the construction of a massive radio-
active waste processing facility.

The dispute over the 25-rem safety guideline appears to pres-
ent an even more fundamental clash over safety philosophy be-
tween the DNFSB and DOE.

While both sides have sought to find common ground on the
matter, Chu told the board in a February 28 letter that he would
not accept parts of an Oct. 29, 2010, recommendation by the
board in which it called on DOE to convert the 25-rem guideline
to a formal requirement for its site contractors.

Chu told the DNFSB that the department planned to review
the 25-rem "evaluation guideline" established by DOE's longstand-
ing Standard 3009, which says contractors should take additional
safety measures where analyses show worst-case accidents could
result in offsite radiation releases exceeding 25 rems.

However, the secretary added, "we cannot commit to the ex-
act language prescribed in the [DNFSB] recommendation-that is
placing Standard 3009 in the body of [the DOE safety] rule."

Release Limit... (Continued from p.1)
Further, Chu made it clear that the department would not nec-

essarily require full compliance with all elements of Standard 3009.
"As part of our review, we will update DOE Standard 3009,

clearly identifying those provisions that are mandatory," Chu told
the DNFSB. "When DOE Standard 3009 is not applied, appropriate
means for reviewing and approving alternative [safety and radiation
management] methodologies will be established. This will assure
implementation of DOE Standard 3009, where appropriate, while
maintaining the flexibility to improve the standard, as needed."

However, the board in its October recommendation to DOE
said it was just such waffling by the department on meeting the
25-rem guideline that prompted the DNFSB to call for the 25-rem
guideline to be made a requirement.

"DOE has chosen over the past several years to drift away
from the principles that underlay the [guideline] as originally in-
tended," the DNFSB said in its recommendation.

"DOE's standards-based regulatory system needs a clear and
unambiguous set of nuclear safety requirements to ensure that ad-
equate protection of the public, workers and the environment is
provided," the board told Chu.

"Further, it is imperative that DOE provide clear direction
to its safety... authorities to ensure that, if nuclear safety require-
ments cannot be met prior to approval of a [facility's safety pos-
ture], DOE imposes clear conditions of approval for compensa-
tory measures for the short term and facility modifications for the
longer term to achieve the required safety posture."

The DNFSB added: "The board does not recommend lightly
a change to DOE's nuclear safety regulations.... The board has
chosen to recommend a rule change because this action would
tend, in the long run, to prevent future shifts in DOE safety policy
that would once again have to be challenged and argued against."

The board issued its recommendation after learning that safe-
ty analyses for five facilities at Los Alamos National Laboratory--
including two vital but aging plutonium facilities-showed that
the public might be exposed to accident-related doses far exceed-
ing the 25-rem guideline.

In addition, DOE's Office of Environmental Management ac-
knowledged to the DNFSB that safety analyses for its high-level
radioactive waste storage tanks at the department's Savannah
River Site in South Carolina show earthquake accident scenarios
could lead to offsite radiation doses to a "maximally exposed"
member of the public above 25 rems.

The board's recommendation specifically stemmed from its
objection to a December 2008 decision by the National Nuclear
Security Administration (NNSA), DOE's semi-autonomous weap-
ons agency, to approve a safety assessment for Los Alamos' PF-4
plutonium facility even though calculations for various earthquake
accident scenarios showed exceedances of the 25-remn guideline.

DOE subsequently took action to address those exceedances,
but a June 2010 analysis by the department still found doses from
an earthquake-induced fire scenario at 110 rems.

The department promised further actions to reduce that ex-
ceedance at PF-4, but said it planned no similar action at other
Los Alamos facilities where projected doses were above 25 reins
because those facilities were expected to shut down soon, making
costly modifications a poor use of taxpayer dollars.

For example, NNSA told the DNFSB in a June 30, 2010,
memo that despite a possible 302-rem worst-case offsite exposure
from a fire in a waste storage dome at Los Alamos' Area G-and a
1,795-rem estimate for an airplane crash into a dome-"Area G is
a limited-life facility and major facility upgrades to mitigate these
scenarios are not anticipated."
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Greenhouse Gas
Volatile issues of global climate

change, energy-sector jobs, judicial ac-
tivism and the roles of federal govern-
ment branches will collide April 19.
That's when the United States Supreme
Court hears arguments in a case with a
potential to affect indirectly all Ameri-
cans who use electricity.

The case is American Electric Pow-
er Co. Inc. v. Connecticut. At issue is
whether states and private plaintiffs
can sue utility companies for produc-
ing greenhouse gases that contribute to
global climate change.

The state I represent in court, Indi-
ana, is not a party in this lawsuit. None-
theless, as Indiana's attorney general,
my duty is to alert the Supreme Court
to Indiana's legal concerns. To raise our
arguments, we authored a 28-page am-
icus brief that 22 other states signed and
filed it with the nation's highest court.

The facts of the AEP v. Connecti-
cut case and its procedural history are
complicated and the underlying science
is technical. But at its core is a concept
that dates to the very founding of our
Constitution: the separation of powers
of our three branches of government.

In our brief we contend federal dis-
trict courts are not the venues to decide
inherently political questions that be-
long instead within the legislative and
executive branches.

Consider how this case began:
Connecticut filed suit against six util-
ity companies alleging their carbon di-

Case Blurs Separation Of Powers

BY GREG ZOLLER I
oxide (C02) emissions from coal-fired
electric generating plants contribute to
global climate change. Connecticut, five
other states and New York City alleged
a "public nuisance" under common law
and asked the federal court to determine
and impose limits on the amounts of
C02 emitted from utility smokestacks.

As much as we respect the federal
courts, it is neither appropriate nor
practical for an appointed trial court
judge to devise under common law com-
plicated regulations for a utility industry
already subject to considerable regula-
tion as well as marketplace fluctuations
and rapidly-changing technology.

That duty-legislating-belongs in-
stead to the people's elected representa-
tives in Congress. Answerable to their con-
stituents, congressional legislators must
balance competing interests-weighing
the climatic impact of additional carbon
emissions against the economic impact of
higher energy costs passed on to consum-
ers and businesses through a patchwork
of regulations on coal-fired utilities.

Congress also balances interests by
delegating some, though not all, of its
legislative authority in this area to an
executive branch agency, the U.S. Envi-
ronmental Protection Agency, to imple-
ment broad policy that state govern-
ments then interpret and enforce.

We have seen in recent congressional
debates over EPA regulation and federal
budget priorities the push-pull between
the legislative and executive branches
over greenhouse gas emissions. That's
where this intense discussion belongs:
between the legislative and executive.

Regrettably, when the U.S. 2nd Cir-
cuit Court of Appeals heard this case,
it found that Connecticut and other
plaintiffs had legal standing to sue the
six utilities for allegedly contributing to
global climate change and would allow
federal judges to set limits on green-
house gases under common law.

.Indiana and 22 other states op-
pose the 2nd Circuit's ruling, and in our
brief we asked the U.S. Supreme Court
to overturn it. There is no point in hav-
ing a separation of powers in our fed-
eral government if the lines of separa-
tion are blurred and faint. Our system
of checks and balances is eroded if any
of the three branches overreaches and
strays beyond its authority.

Although we are mindful of con-
cerns about atmospheric pollution and
energy-cost impact on jobs, the underly-
ing legal issue for Indiana and 22 other
states in filing our brief is to urge the
Supreme Court to remind lower courts
of their proper role. The Constitution's
separation of powers has served us well
for 224 years; let's not bend it to serve
today's narrow interests.

-Greg Zoeller is the attorney
general of Indiana.

BLM May Cut Acreage For
Oil Shale, Tar

The Interior Department's Bureau
of Land Management, moving forward
on a new environmental review of its
oil shale and tar sands leasing program,
last week indicated it may reduce the
amount of acreage available to industry
as it reviews lands' wilderness character-
istics and suitability as habitat for the
threatened sage grouse.

In a notice of intent issued Thurs-
day on its programmatic environmental
impact study, BLM noted that commer-
cial U.S. oil shale and tar sands devel-
opment is years away due to slow-going
technology development.

As a result, the agency said it "in-

Sands Leasing
tends to take a hard look at Whether it is
appropriate for approximately 2 million
acres to remain available for potential
development of oil shale, and approxi-
mately 431,224 acres of public land to
remain available for potential develop-
ment of tar sands."

BLM added that its study would
analyze a programmatic alternative that
would remove from oil shale and tar
sands leasing "all areas that the BLM
has identified or may identify as a result
of inventories conducted during this
planning process, as lands containing
wilderness characteristics... [and] core
or priority sage grouse habitat...."

Responding to legal challenges
brought by conservationists, BLM in
February announced plans to revisit the
oil shale leasing program launched in the
final days of the Bush administration, in-
dicating changes were likely to its land-use
provisions and royalty rates. The January
2009 lawsuits alleged the Bush adminis-
tration ignored environmental concerns in
opening up 2 million acres of public lands
in Colorado, Wyoming and Utah.

BLM issued its first six oil shale leases
in 2007 for the purpose of letting indus-
try conduct research, demonstration and
development (RD&D) of the technically
immature and costly extraction technol-
ogy. The Obama administration followed
up three more RD&D leases in October,
requiring leaseholders to submit to data
on impacts to water and climate.
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TVA To Close 18 Coal Plants Under Clean Air Settlement
In a harbinger of likely coal plant retirements across the utility sector in
response to looming federal clean air rules, the Tennessee Valley Authority
announced Thursday it will shutter 18 of its 59 coal-fired power units-
representing nearly 16 percent of TVA's coal-fired capacity-by 2018 in
response to a Clean Air Act enforcement settlement also announced Thursday
by the Environmental Protection Agency. The retirements, which include about
1,000 megawatts of coal-fired capacity previously slated for idling, mean TVA
will shut down about 2,700 MW of its 17,407 MW of coal-fired capacity by the
end of 2017. The capacity will be replaced with low-emission or zero-emission
electricity sources, including renewable energy, natural gas, nuclear power and
energy efficiency, the federal utility said. In its announcement, EPA said the
Clean Air Act enforcement settlement also targets an additional 16 percent of
TVA's coal-fired capacity and gives TVA the option of retiring those units...

Spill Panel Chairs Hit GOP Action On Drilling Bills
In action slammed by the co-chairs of the national commission on the BP plc oil
spill and offshore drilling as "counter-productive," the Republican-controlled
House National Resources Committee Wednesday approved a trio of bills to
speed the pace of permitting in the Gulf of Mexico, expedite lease sales in the
Gulf and off the shores of Virginia and lift the Obama administration's ban on
drilling in new areas off the Atlantic and Pacific coasts. The legislation,
introduced late last month by Rep. Doc Hastings (Wash.), chairman of the
committee, comes amid charges by industry and that the administration is
hurting domestic energy production by restricting driller access to resources in
offshore areas. The so-called "Putting the Gulf Back to Work Act" (H.R. 1229),
designed to end what Republicans call the administration's "slow-walk" in
permitting new Gulf drilling operations, passed 27-16. The bill would require the
Interior Department to allow industry to resume work under Gulf...

FERC Chairman: DC Lines May Need Different Rules
On a key issue for some renewable energy projects, Federal Energy
Regulatory Commission Chairman Jon Wellinghoff says his agency may carve
out a different regulatory approach for direct current power lines because they
are a fundamentally "different animal" from the alternating current lines that now
make up the nation's electricity grid. And at a wide-ranging roundtable with
reporters last week, he said FERC may soon take a fresh look at compensation
and tariff systems for energy storage, saying that it is also a rapidly up-and-

Defense Energy Conference
Efficient & Renewable Technologies in
DoD Operational Initiatives

Presentations are now available. Click
here to downloadl



coming technology crucial to the development of renewables. Both initiatives
are in line with Wellinghoff's longstanding goal of speeding the integration of
solar, wind and other intermittent renewables flowing onto the U.S. grid. Energy
storage is to key to renewables expansion because it provides grid-stabilizing
backup power when output from renewables fluctuate with the waxing and
waning of wind and solar resources from day to day. And many of the
recently...

First Solar President Departing
Bruce Sohn, a key architect of First Solar Inc.'s rise to the world's largest solar
panel maker, announced this week that he will resign as the company's
president of operations at the end of this month. Sohn's departure comes as
First Solar is facing increasingly keen competition...

DOE Nuke Nominee Advances; Ostendorff Renominated At NRC
The Senate Energy and Natural Resources Committee Tuesday unanimously
approved the nomination of Peter Lyons, a former member of the Nuclear
Regulatory Commission during the George W. Bush administration, to be
assistant secretary for nuclear energy at the Energy...

United Technologies Targets Buildings In Fuel Cell Initiative
Moving to capitalize on growing interest among building operators in cleaner
and cheaper electricity, heating and cooling technologies, United Technologies
Corp. is teaming with a leading real estate services provider and an energy
consulting firm to sell its fuel cells in U.S. commercial real estate markets.
Newmark Energy Solutions LLC, a new unit formed by Newmark Knight Frank,
a real estate services firm, said this week it will be the exclusive distributor of
UTC Power fuel cells and will offer property owners various fuel cell
deployment options that will enable them to pay a fixed charge for their energy
for 10 years, with an option to extend such agreements for...
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Spill Panel Chairs
Hit GOP Action
On Drilling Bills

BY JOHNATHAN RICKMAN

In action slammed by the co-chairs of the national
commission on the BP plc oil spill and offshore drill-
ing as "counter-productive," the Republican-controlled
House National Resources Committee Wednesday ap-
proved a trio of bills to speed the pace of permitting in
the Gulf of Mexico, expedite lease sales in the Gulf and
off the shores of Virginia and lift the Obama adminis-
tration's ban on drilling in new areas off the Atlantic
and Pacific coasts.

The legislation, introduced late last month by Rep.
Doc Hastings (Wash.), chairman of the committee, comes
amid charges by industry and that the administration is
hurting domestic energy production by restricting driller
access to resources in offshore areas.

The so-called "Putting the Gulf Back to Work Act"
(H.R. 1229), designed to end what Republicans call the
administration's "slow-walk" in permitting new Gulf

(Continued on p. 4)

TVA To Close 18
Coal Plants Under

Clean Air Settlement
BY CHRIS HOLLY

In a harbinger of likely coal plant retirements across the utility sec-
tor in response to looming federal clean air rules, the Tennessee Val-
ley Authority announced Thursday it will shutter 18 of its 59 coal-fired
power units-representing nearly 16 percent of TVA's coal-fired capaci-
ty-by 2018 in response to a Clean Air Act enforcement settlement also
announced Thursday by the Environmental Protection Agency.

The retirements, which include about 1,000 megawatts of coal-
fired capacity previously slated for idling, mean TVA will shut down
about 2,700 MW of its 17,407 MW of coal-fired capacity by the end
of 2017. The capacity will be replaced with low-emission or zero-
emission electricity sources, including renewable energy, natural gas,
nuclear power and energy efficiency, the federal utility said.

In its announcement, EPA said the Clean Air Act enforcement
settlement also targets an additional 16 percent of TVA's coal-fired
capacity and gives TVA the option of retiring those units, install-
ing state-of-the-art pollution controls or repowering the units either

(Continued on p. 3)

FERC Chairman: DC Lines
May Need Different Rules
On a key issue for some BY JEFF BEATTIE up-and-coming technology

renewable energy projects, crucial to the development
Federal Energy Regulatory Commis-
sion Chairman Jon Wellinghoff says his
agency may carve out a different regula-
tory approach for direct current power
lines because they are a fundamentally
"different animal" from the alternating
current lines that now make up the na-
tion's electricity grid.

And at a wide-ranging roundtable
with reporters last week, he said FERC
may soon take a fresh look at compen-
sation and tariff systems for energy
storage, saying that it is also a rapidly

of renewables.
Both initiatives are in line with

Wellinghoff's longstanding goal of
speeding the integration of solar, wind
and other intermittent renewables flow-
ing onto the U.S. grid.

Energy storage is to key to renew-
ables expansion because it provides
grid-stabilizing backup power when
output from renewables fluctuate with
the waxing and waning of wind and so-
lar resources from day to day.

And many of the recently proposed

large direct current (DC) lines in the
United States are intended to efficient-
ly bring energy from remotely located
green generators to urban load centers.

"I want to think more about this,
and I'm thinking a little bit out loud
here," Wellinghoff said at the April 6
media roundtable, "but I'm interested
in tasking my staff to look at these long
DC line projects.

"There are a number of indepen-
dent developers that are proposing these
projects in different places, and I want to
think about whether or not there needs
to be different types of tariff structure
for these types of systems."

Wellinghoff's comments seemed to
reference the Plains and Eastern Clean
Line, a project of Clean Line Energy

(Continued on p. 2)
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First Solar President Departing
Bruce Sohn, a key architect of First

Solar Inc.'s rise to the world's largest so-
lar panel maker, announced this week
that he will resign as the company's
president of operations at the end of
this month.

Sohn's departure comes as First So-
lar is facing increasingly keen competi-
tion from low-cost Chinese solar mod-
ule manufacturers and a new generation

of thin film panel manufacturers.
The Arizona-based company said

Sohn will not be replaced, and that his
key subordinates would now report to
Rob Gilette, who recently took over as
chief executive officer of First Solar.

Sohn said he was leaving because
the company had achieved its cost and
manufacturing goals and also "posi-
tioned a new generation of leaders to

take First Solar into the next phase of
growth."

Sohn served on First Solar's board
of directors from 2003 to 2009, and
joined the company's management team
in 2007 as president, with responsibility
for technology, operations and supply
chain for module production as well as
for the solar farm design, construction,
operation and maintenance teams.

FERC DC Lines May Need Different Rules... (Continued from p.1)
Partners designed to ship wind power from Oklahoma and the
Texas panhandle to the Southeast.

That line has effectively been blocked by regulators in Ar-
kansas, who have denied the project "public utility" status be-
cause it serves no customers in that state. And Wellinghoff's
comments about the problems faced by DC lines in general
matched the specific problems faced by the Plains and Eastern
Clean Line.

Another major DC project under development is the
Northern Pass Transmission line, a 140-mile line designed to
deliver Quebec hydropower south into New England.

And a consortium including Google Inc. and Trans-Elect
Development Co. recently unveiled plans for a large sub-sea
DC line to serve numerous offshore wind farms along the Mid-
Atlantic coast.

Wellinghoff said he may ask staff to "go look at this and
tell me whether or not, because they are different, there is any
undue discrimination in the tariff against" DC lines.

In one of the few hints on what he is specifically consid-
ering, Wellinghoff said it might be more appropriate to treat
certain DC lines as generators from a tariff perspective when
they feed a concentrated amount of power onto a specific point
of the alternating current (AC) grid.

Unlike AC lines which are typically connected to multiple
generation sources, DC lines "usually have a gathering point at
one station .... gathering for example a number of renewable re-
sources from a particularly wind-rich area, [carrying the power
long distances] and dumping it at some point where there is
significant load to serve," Wellinghoff said.

"And ultimately at that point it looks like a generator...
that provides thousands of megawatts at that point," he noted.

Although the full implications of such an approach are
unclear, it could mean that DC lines would face different ap-
proval procedures, at least in organized markets run by regional
transmission organizations (RTO) and independent transmis-
sion system operators (ISO). Specifically, it might mean that
certain DC lines would join a generator interconnection queue
rather than seeking approval in RTO and ISO transmission ex-

pansion plans.
Beyond the notion of treating DC lines as generation,

Wellinghoff said FERC might consider assigning the costs of
building DC lines differently than the costs for more widely
used AC lines.

"Certainly cost allocation is one area where you have got
to look at DC lines very closely, and there may be other issues
that we need to look at [because] they are just a different kind
of animal," he said.

Wellinghoff noted that some proposed DC lines would go
through states without dropping off power. While not specifi-
cally referencing the Plains and Eastern Clean Line, he raised
questions about the proper regulatory treatment of a hypo-
thetical transmission project delivering wind from Oklahoma
to Atlanta that passed through Arkansas without delivering
any electricity to Arkansas customers.

"So should Arkansas pay for any of that [DC line project
cost] or not? We've got to think these things through," Welling-
hoff said.

Cost allocation is a contentious topic, and carving out a
specialized cost system for DC lines might help assuage Sen.
Bob Corker (R-Tenn.) and other lawmakers who say an ongo-
ing FERC transmission rulemaking could force customers to
pay for power lines that provide little benefit.

Wellinghoff said he "did not have Sen. Corker in mind
when I thought about this, and I don't know if what we did
here would alleviate the concerns that he has expressed."

On energy storage, Wellinghoff said: "From a tariff stand-
point and from a compensation standpoint, I think it is some-
thing we need here at FERC to look at it in a more robust
way."

Wellinghoff said he wanted to reconsider "generally how
storage is compensated when it is integrated into the grid,
whether it will be compensated as a transmission asset, whether
it may be more appropriately compensated as a generation as-
set, or maybe as some sort of hybrid. Maybe it is something
that can be considered based on its functionality... on a case by
case basis."
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DOE Nuke Nominee Advances;
Ostendorff Renominated At NRC

The Senate Energy and Natural
Resources Committee Tuesday unani-
mously approved the nomination, of
Peter Lyons, a former member of the
Nuclear Regulatory Commission dur-
ing the George W, Bush administration,
to be assistant secretary for nuclear en-
ergy at the Energy Department.

Meanwhile, the White House
Thursday renominated William OstenT
dorff, a Republican commissioner on
the Nuclear Regulatory Commission,
for a new term on the panel.

Lyons, a Nevadan who served as
an aide to former Sen. Pete Domenici
(R-N.M.) when Domenici chaired the

Senate energy panel, was nominated by
President Obama for the DOE nuclear
post in December. Prior to his Senate
service Lyons worked for 27 years at Los
Alamos National Laboratory.

In 2009, Obama appointed Lyons to
the position of principal deputy secre-
tary of DOE's nuclear office and he has
served as acting assistant secretary since
the November 2010 retirement of for-
mer assistant secretary Warren Miller.

Lyons' nomination now moves to
the Senate floor.

TVA To Close 18 Coal Plants Under Settlement... (Continued from p.1)
to burn biomass or natural gas. Cleaning up the units would
cost the utility between $3 billion to $5 billion, EPA said, citing
TVA estimates.

The settlement, which resolves legal challenges brought by
the states of Alabama, Kentucky, Tennessee and North Caroli-
na and three environmental groups alleging Clean Air Act vio-
lations at 11 TVA plants, requires TVA to spend an additional
$350 million on various clean energy and energy efficiency
projects. TVA also must pay a $10 million civil penalty, with $8
million going to EPA, $1 million to the state of Tennessee, and
$500,000 each to Alabama and Kentucky.

When fully implemented, the pollution controls and other
required actions will address 92 percent of TVA's coal-fired ca-
pacity by the end of 2018, and reduce emissions of nitrogen
oxides (NOx) by 69 percent and sulfur dioxide (S02) by 67 per-
cent below 2008 levels, EPA said.

EPA said the pollution reduction actions required by the
settlement will provide up to $27 billion in annual health ben-
efits, including the prevention of up to 3,000 premature deaths,
2,000 heart attacks and 21,000 cases of asthma attacks each
year.

"This agreement will save lives and prevent billions of dol-
lars in health costs," EPA Administrator Lisa Jackson said in
a statement Thursday. "Modernizing these plants and encour-
aging clean energy innovation means better health protections
and greater economic opportunities for the people living near
TVA facilities."

TVA's announcement came as TVA President and Chief
Executive Officer Tom Kilgore presented the utility's latest inte-
grated resource plan to the utility's board of directors. The plan
recommends an increased focus on a diverse mix of genera-
tion sources at TVA, which in 2009 used fossil fuel-primarily
coal-to generate nearly half of its power.

"Diversity proved to be the most prudent course in meet-
ing future energy needs in all the various future scenarios we
studied," Kilgore said Thursday.

Because coal currently constitutes more than half of TVA's
generation mix, Kilgore said replacing older and less-efficient
coal units with cleaner sources of power follows the plan's rec-
ommendation for further diversification of TVA's portfolio.

"In the longer term, these actions reinforce our vision to
keep bills low, keep our service reliability high and further im-
prove air quality as we modernize the TVA power system," he
said.

While Kilgore sounded a positive note on the settlement

and TVA's plans for updating its aging coal fleet, a senior Re-
publican lawmaker Thursday appeared to signal a GOP attempt
to block or intervene in future Clean Air Act settlements.

"Today's announcement by TVA is a prime example
of what is wrong with national environmental policy in
the United States-it is being determined by privately
settled lawsuits and monetary payoffs with absolutely
no input from elected representatives in the Congress,"
House Energy and Power Subcommittee Chairman Ed Whit-
field (R-Ky.) said in a statement Thursday. "We intend for
this to stop.

"In this settlement, I note that TVA has agreed to pay
nearly $10 million in legal fees to EPA and $350 million toward
energy efficiency, renewable energy and greenhouse gas reduc-
tions not required by federal law, at a time when TVA has debt
ceiling constraints and is expected to come before Congress to
seek a debt ceiling increase. I find this outrageous."

Whitfield added that he is "immensely concerned that this
judgment will result in higher costs for electricity ratepayers
and will affect the jobs of the men and women who make their
living in Kentucky's coal industry."

However, TVA officials said that the settlement's require-
ments would not drive up costs any higher than any of the
portfolio changes recommended in TVA's integrated resource
plan.

"What we are saying is the agreement would not have made
rates any higher than what is in the integrated resource plan,"
Anda Ray, TVA senior vice president for environment and
technology, told The Energy Daily Thursday.

TVA said it will retire two units at the John Sevier Fossil
Plant in East Tennessee, six units at Widows Creek Fossil Plant
in northern Alabama and all 10 units at the Johnsonville Fossil
Plant in middle Tennessee in response to the EPA settlement.

EPA is in the midst of finalizing separate Clean Air Act
regulations aimed at reducing utility hazardous air pollution
(HAP) and reducing the contribution of upwind power plants
to the failure of eastern states to meet 1997 federal air quality
standards for fine particle and ozone pollution.

These rules are widely expected to force the retirements
of a significant number of older, less efficient power plants for
which the installation of expensive pollution controls would
not be economic. EPA projected that a proposed rule to re-
duce HAP emissions would force the retirement of roughly 10
percent of the U.S. coal fleet. Wall Street research firms say the
number of retirements could be much higher.
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United Technologies Targets
Buildings In Fuel Cell Initiative

Moving to capitalize on growing in- modity risk management expertise.
terest among building operators in clean- Officials at New York City-base
er and cheaper electricity, heating and Newmark say their fuel cell packages wi
cooling technologies, United Technolo- provide building owners with electricit
gies Corp. is teaming with a leading real cost reductions of 20-30 percent over
estate services provider and an energy 10-year period, a 50 percent reductio.
consulting firm to sell its fuel cells in U.S. in a property's carbon footprint and sig
commercial real estate markets. nificant cost reduction for heating an

Newmark Energy Solutions LLC, cooling through fuel cells' cogeneratio
a new unit formed by Newmark Knight capabilities. In addition, if building oper
Frank, a real estate services firm, said this ators opt for power purchase agreemen
week it will be the exclusive distributor of or energy service agreements with New
UTC Power fuel cells and will offer prop- mark, they would have no upfront capita
erty owners various fuel cell deployment investment costs.
options that will enable them to pay a Newmark said it plans to permil
fixed charge for their energy for 10 years, design, finance, construct, and operate
with an option to extend such agreements fleet of UTC fuel cells that will grow a
for another 10 years. a rate of 20 megawatts installed capacit

Austin Energy Partners Solutions per year.
LLC, a Texas-based energy consulting UTC says its fuel cells have been in
firm, will work with Newmark and pro- stalled at over 300 locations worldwid
vide development, operating and com- with more than 9.6 million hours of op
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eration, but its primary focus up until
now has been in the heavy-duty vehicle
market.

With the initiative with Newmark,
UTC is now bringing significantly more
marketing and financial muscle to the
building market, which to date has large-
ly featured mostly smaller firms, with
Bloom Energy being the most celebrat-
ed of recent new entrants claiming low
costs for their fuel cells. Bloom recently
announced it would offer service agree-
ments allowing building operators to buy
electricity from its fuel cells rather than
having to invest in installation, operation
and maintenance of the fuel cells them-
selves.

Buildings have been identified by
policymakers and energy experts as a ma-
jor target for cleaner and more efficient
electricity, heating, cooling and lighting
technologies. While buildings currently
account for 40 percent of total energy
use, experts say existing and emerging
technologies such as fuel cells can greatly
reduce power consumption in buildings
and associated carbon emissions.

Spill Panel Chairs Hit GOP Action On Drilling Bills... (cnd from .1)

drilling operations, passed 27-16.
The bill would require the Interior Department to allow in-

dustry to resume work under Gulf permits that were approved
before the administration's offshore deepwater drilling ban was
put in place May 27, 2010-following the Deepwater Horizon
disaster.

The legislation was approved with one amendment offered
by Rep. Bill Flores (R-Texas) that extends by one year the terms
of those leases not producing as of April 30, 2010; those that
were suspended due to the drilling ban; and those set to expire
this year.

Hastings' so-called "Restarting American Offshore Leas-
ing Now Act" (H.R. 1230) would require Interior to conduct
oil and gas lease sales in the Gulf and offshore Virginia that
have been delayed or cancelled by the administration due to its
concerns about offshore drilling safety. It was passed without
amendment in a vote of 29 to 14.

The third bill, "Reversing President Obama's Offshore
Moratorium Act" (H.R. 1231), would lift aspects of Interior's
revised five-year offshore plan, announced in December, that
placed the Pacific Ocean, the Atlantic Ocean, the Eastern Gulf
and frontier areas of Alaska off limits to drillers in the near
term. It was approved with one amendment 29 to 14.

The successful amendment, offered by Hastings, struck
a section of the bill promoting seismic surveying of the U.S.
Outer Continental Shelf by providing federal "cost credits."

Oil and gas industry groups hailed the committee's passage
of Hastings' trio of drill bills as long overdue corrective action
to reverse the administration's slow-down on offshore drilling.

However, the committee's action was criticized by former
Environmental Protection Agency Administrator William
Reilly and former Sen. Bob Graham (D-Fla.), co-chairs of the

National Commission on the BP Deepwater Horizon Oil Spill
and Offshore Drilling.

Without singling out a specific bill among the three, the
pair urged Congress and industry to prioritize offshore drilling
safety and "effective, science-based environmental reviews.

"Secretary of the Interior [Ken] Salazar has taken many
important steps to improve his Department's regulatory over-
sight and we urge Congress, as it considers legislation, to sup-
port his initiatives, to provide the necessary appropriations,
and to incorporate the findings and recommendations of the
BP Deepwater Horizon Oil Spill Commission....

"Cutting corners in the permitting process will be counter-
productive for the industry, the other stakeholders in the Gulf,
and the American people."

Democrats on the House Natural Resources Committee
were even stronger in their criticism of the bills, which they sug-
gested ignored the tough lessons of the BP spill.

"This legislative package reflects a pre-spill men-
tality of speed-over-safety," said Rep. Edward Markey
(Mass.), senior Democrat on the panel. "It would open up
huge swaths of our coasts to drilling, without first apply-
ing any new safety standards learned from the BP disaster.
"It would deem drilling permits aplproved after 60 days, whether
or not the environmental review has been completed. We need
to review the lessons from the BP spill, not lessen safety review.
"And in the Gulf of Mexico, [Republicans] would require us
to return to the environmental reviews done prior to the Deep-
water Horizon disaster by deeming the shoddy, cookie-cutter
work done before the accident as sufficient for new lease sales.
"We need a revision of the safety standards for the oil industry,
not revisionist history that effectively erases the disaster in the
Gulf," Markey said.

© 2011 IHS Global Inc. Federal copyright law prohibits unauthorized reproduction by any means and imposes fines of up to $150, 000for violations.



TO.

Atlacilnents:

EPUB - Enemy Daly
FW: Your Issue of The Energy Daily
Wednesday, Apri 13, 2011 7:11:00 PM

From: The Energy Daily[SMTP:ED@CHEMBUSINESS-MEDIA.COM]
sent: Wednesday, April 13, 2011 7:10:53 PM
To: Library Resource
Subject: Your issue of The Energy Daily
Auto forwarded by a Rule

the energy daily

A

Dear Subscriber,

Please find attached your issue of today's
The Energy Daily.

Look to The Energy Daily to provide you
with the latest news and information on the
global energy marketplace--including
electric utilities, nuclear power, natural gas,
oil, coal and alternative fuels.

If you have any questions or concems
about your subscription, call us at 855-
417-4155 (toll free), Fax 847-564-9453 or
email eneravfomeda.com. Customer
Service Representatives are available 7:30
a.m. to 6:00 p.m. CST.

Sincerely,

Sabrina Ousmaal
Associate Publisher

P.S. - For site license & group
subscriptions information, contact me at
703-236-2665 or
sabrina.ousmaal@ihs.com

April 14, 2011 Headlines

Southern CEO Sees Federal 'War On Coal'; Questions Dash To
Gas
In a wide-ranging speech on U.S. electricity policy, Southern Co. Chairman,
President and Chief Executive Officer Thomas Fanning said Wednesday that
coal is "under attack" by the federal govemment, that natural gas may not be
the panacea seen by some utilities facing environmental constraints on their
coal plants and that federal proposals to sharply reduce utility hazardous air
pollution have unreasonable compliance deadlines that should be extended. In
a speech at the U.S. Chamber of Commerce, Fanning, who took the helm at
Atlanta-based Southern December 1 upon the retirement of former CEO David
Ratcliffe, said "the existing coal industry is under attack by some in America.
Decisions are being made that will limit our ability long term to use coal, and
therefore, negatively impact the nation's economic well-being." Fanning singled
out for criticism the Environmental Protection Agency's proposed regulations to
limit utility hazardous air pollution (HAP). The HAP proposal, released...

Duke, American Transmission Launch Joint Grid Venture
Duke Energy and American Transmission Co. Wednesday announced a joint
venture to build, own and operate power lines in North America outside of their
respective service territories, with officials at the companies indicating that they
are looking at new transmission to serve growing renewable energy generation
in the Rocky Mountains and Texas, among other areas. While the companies
named no specific projects, a top Duke official said the newly formed Duke
American Transmission Co. (DATC) also is eyeing Midwest areas served by
PJM Interconnection LLC, the Mid-Atlantic grid operator, and the Midwest
Independent Transmission System Operator Inc. (MISO), for projects to reduce
grid congestion. Duke already is developing the Pioneer line in Indiana in
partnership with American Electric Power (AEP), and the North Carolina-based
company also has strong knowledge of the MISO-PJM grid interface area due
to its extensive utility operations in Indiana, Ohio and Kentucky and the
Carolinas. However, Paul...

DOE Fines Sandia Over Data Security Incidents
The Energy Department has fined the operator of Sandia National Laboratories
$123,750 to settle "potential noncompliances" with the department's security
regulations in the handling of classified information at the New Mexico-based
nuclear weapons laboratory over the last few years. In a recently released
March 24 letter to the head of Sandia Corp., the Lockheed Martin subsidiary
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that operates the lab for DOE, department officials said the settlement
stemmed from a recent investigation by...

MSHA Cites Two Coal Mines For 'Pattern Of Violations'
In a "first" for the agency's much-criticized enforcement program, the
Department of Labor's Mine Safety and Health Administration Tuesday
announced it slapped two Appalachian coal mines with "pattern of violations"
notices for failing to implement corrective action programs to reduce chronic
and persistent health and safety violations. The agency, known as MSHA, said
in a statement that Bledsoe Coal Corp.'s Abner...

Miller's Retirement At Livermore Completes Leadership
Turnover At DOE Weapons Labs
Completing a changing of the guard in the leadership of the Energy
Department's three nuclear weapons laboratories over the last year, George
Miller announced Tuesday he will step down as director of Lawrence Livermore
National Laboratory after five years at the helm of the California warhead
design and energy research facility. Miller, who joined the lab as a physicist in
1972, held a number of top management positions at Livermore over the years
and played a major role in the evolution of the nation's nuclear warhead
stockpile over the last four decades. In particular, Miller was critical to carrying
out the...

Dynegy Names Seneca-Backed Director As Interim CEO
Seneca Capital, a major Dynegy Inc. shareholder, Monday appeared to get the
inside track on the restructuring of the troubled merchant generator with the
appointment of E. Hunter Harrison as Dynegy's interim president and chief
executive officer, a move that comes about one month after Seneca
successfully added Harrison to Dynegy's board. Harrison, 66...
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Duke, American
Transmission Launch
Joint Grid Venture

BY GEORGE LOBSENZ

Duke Energy and American Transmission Co.
Wednesday announced a joint venture to build, own
and operate power lines in North America outside
of their respective service territories, with officials at
the companies indicating that they are looking at new
transmission to serve growing renewable energy gener-
ation in the Rocky Mountains and Texas, among other
areas.

While the companies named no specific projects, a
top Duke official said the newly formed Duke Ameri-
can Transmission Co. (DATC) also is eyeing Midwest
areas served by PJM Interconnection LLC, the Mid-
Atlantic grid operator, and the Midwest Independent
Transmission System Operator Inc. (MISO), for proj-
ects to reduce grid congestion.

Duke already is developing the Pioneer line in
Indiana in partnership with American Electric Power

(Continued on p. 2)

Southern CEO Sees
Federal 'War On Coal';
Questions Dash To Gas

BY CHRIS HOLLY

In a wide-ranging speech on U.S. electricity policy, Southern Co.
Chairman, President and Chief Executive Officer Thomas Fanning said
Wednesday that coal is "under attack" by the federal government, that nat-
ural gas may not be the panacea seen by some utilities facing environmental
constraints on their coal plants and that federal proposals to sharply reduce
utility hazardous air pollution have unreasonable compliance deadlines that
should be extended.

In a speech at the U.S. Chamber of Commerce, Fanning, who took
the helm at Atlanta-based Southern December 1 upon the retirement
of former CEO David Ratcliffe, said "the existing coal industry is un-
der attack by some in America. Decisions are being made that will limit
our ability long term to use coal, and therefore, negatively impact the
nation's economic well-being."

Fanning singled out for criticism the Environmental Protection
Agency's proposed regulations to limit utility hazardous air pollution
(HAP). The HAP proposal, released by EPA last month, would estab-

(Continued on p. 3)

DOE Fines Sandia Over
Data Security Incidents

The Energy Department has fined
the operator of Sandia National Labo-
ratories $123,750 to settle "potential
noncompliances" with the department's
security regulations in the handling of
classified information at the New Mex-
ico-based nuclear weapons laboratory
over the last few years.

In a recently released March 24 let-
ter to the head of Sandia Corp., the
Lockheed Martin subsidiary that oper-
ates the lab for DOE, department offi-
cials said the settlement stemmed from a
recent investigation by DOE's Office of
Health Safety and Security (HSS) into
an "adverse trend of classified informa-

tion security incidents" seen at the lab in
2008 and 2009.

DOE did not describe the security
incidents, but said that following the HSS
investigation in 2010, Sandia developed a
"security improvement plan" in October
2010 that addressed many of the depart-
ment's concerns.

Further, the department said that
because Sandia was aware of the need
to improve its security performance be-
fore DOE initially flagged the problems
in 2008, the lab operator could bill the
department for most of the costs relating
to the enforcement proceeding.

"Because Sandia was aware of the

need to improve its security performance
prior to [DOE's] 2008 enforcement letter,
and has made progress in performance
through the implementation of on-going
improvement initiatives, DOE has deter-
mined that Sandia is entitled to recover
80 percent of its proceeding costs, con-
sistent with the federal acquisition regu-
lation," said the settlement agreement,
which was signed by Sandia Director
Paul Hommert.

The security issues follow DOE en-
forcement action over nuclear safety
"soft spots" at the lab.

The penalty against Sandia comes
as the department considers whether to
seek bids on the lab's management and
operating contract, which has been held
by Lockheed since 1993. Fluor and Boe-
ing recently said they are considering a
joint bid for the contract.
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MSHA Cites Two Coal Mines
For 'Pattern Of Violations'

In a "first" for the agency's much-
criticized enforcement program, the
Department of Labor's Mine Safety
and Health Administration Tuesday
announced it slapped two Appala-
chian coal mines with "pattern of vio-
lations" notices for failing to imple-
ment corrective action programs to
reduce chronic and persistent health
and safety violations.

The. agency, known as MSHA,-said
in a statement that Bledsoe Coal Corp.'s
Abner Branch Rider Mine in Kentucky's

Leslie County and The New West Vir-
ginia Mining Co.'s Apache Mine in West
Virginia's McDowell County would be
"the first mines in the history of the
[federal Mine Safety and Health Act of
1977] to be subject to the full effect" of
the tough penalties available under the
pattern of violation (POV) program.

The move follows MSHA's release
earlier this year of a proposed rule to re-
vise its POV program, which uses screen-
ing criteria to identify and crack down
on mines with a history of "significant

and substantial" safety violations.
MSHA under the Obama admin-

istration has deemed its enforcement
program "broken" and had not issued a
single POV notice in the 33-year history
of the Mine Act until Tuesday's action.

"We take this law and our obligation
to enforce it very seriously," said Joseph
Main, assistant secretary of labor for
mine safety and health, in a statement
Tuesday.

"While we believe most mine opera-
tors in this country do as well, it is clear
that some do not. If we are to prevent
death, injury and illness in the nation's
mines, these enforcement actions are nec-
essary to rein in chronic and persistent
violators of safety and health laws."

Duke, American Transmission
(AEP), and the North Carolina-based company also has strong
knowledge of the MISO-PJM grid interface area due to its ex-
tensive utility operations in Indiana, Ohio and Kentucky and
the Carolinas.

However, Paul Grigsby, senior vice president at Duke En-
ergy Commercial Businesses, told The Energy Daily Wednesday
that DATC would be looking closely at transmission projects
to serve fast-growing renewable generation in the West.,

"We have spent a fair amount of time looking at renew-
able projects in the West," he said, specifically citing the need
to bring fast-growing wind energy resources in Montana, Wyo-
ming and the Dakotas to urban load centers.

Duke in recent years has become a major wind generator
in Wyoming, building four projects in the state, most recently a
200 megawatt facility completed in October 2010.

However, Grigsby indicated that DATC would not focus
on serving Duke's wind farms, but rather look for the best-po-
sitioned transmission projects with the most compelling eco-
nomics and market demand.

In particular, he said Duke has been evaluating a project
to serve renewable generation in Texas outside of the state's
Competitive Renewable Energy Zones (CREZ), the designated
wind energy development area.

Duke is something of latecomer to the Texas transmission
market, which has bloomed with the award of multiple CREZ-
related projects by state regulators. Grigsby declined to provide
details of the Texas project being considered by Duke, but said
it was one of several "very exciting" opportunities outside the
CREZ initiative.

Officials with American Transmission (ATC), one of the
nation's few transmission-only companies, said the joint ven-
ture with Duke was a key platform for growth outside its cur-
rent Upper Midwest service territory.

The Wisconsin-based company manages grid assets and
growth for roughly 30 investor-owned utilities, municipal
utilities and rural electric cooperatives in Wisconsin, Michi-
gan, Illinois and Minnesota. ATC was formed in 2001 when
the utilities handed over ownership and management of some
9,400 miles of lines, with the utilities getting stakes in ATC in
return.

Launch Grid Venture... (Contd from p.1)

ATC is well-positioned to lead potential development
of new lines to bring power from wind farms in the Dakotas
and Montana east to electricity-hungry cities in the Upper
Midwest region where the company already has extensive grid
operations.

However ATC officials made clear their interest in DATC
was mainly to expand in other parts of the country.

"This joint venture is an important step in advancing
ATC's strategy to grow outside our current service area," said
John Flynn, ATC's vice president of strategic planning and
business development.

"We have been very successful in planning, permitting and
building transmission in the Midwest. Through our partner-
ship with Duke Energy, we will take our expertise to other parts
of North America to develop transmission solutions that not
only deliver reliable electricity, but also economic and public
policy benefits."

DATC will be owned 50-50 by Duke and American Trans-
mission and both companies will be allowed to pursue power
line projects on their own.

Grigsby said DATC primarily is interested in building fully
regulated, as opposed to merchant, power lines and that no
projects would be built in Duke's regulated service territory in
the Carolinas or in areas served by Progress Energy, which is
merging with Duke.

DATC joins a growing list of companies interested in new
transmission as a growth area. AEP already is working the Mi-
dAmerican Energy Holdings Corp. on several new transmis-
sion lines in Texas and in Kansas and Oklahoma in conjunc-
tion with utilities based in those states.

Illinois-based Exelon last year joined AEP and MidAmeri-
can in proposing a 600-mile extra-heavy-voltage power line to
run from the Indiana-Ohio border to Iowa, with the primary
goal of integrating and linking up fast-growing wind genera-
tion throughout the region.

And Michigan-based ITC Corp., the nation's only indepen-
dent transmission-only company, also is building new lines in
Kansas and Oklahoma and pursuing development of a major
new line to bring wind power from the Dakotas to load centers
in the Upper Midwest.
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Southern CEO Sees Federal "War On Coal'...(Contnued from p.1)
lish a "maximum achievable control technology" standard
for coal- and oil-fired plants and require affected plants to
install controls within three years, with a possible one-year
extension.

"It's complex," said Fanning, whose company uses coal
to produce 57 percent of its electricity. "It contains stringent
limits and requirements that must be met in an unreasonably
short time frame. It will be costly.

"Nationally, those energy costs could rise as much as 20
percent as a result of this proposed regulation. And reliability
could suffer."

Fanning noted that the United States has 28 percent of the
world's coal resources-the largest amount of any country.

"We must place a high priority on developing solutions
that preserve this critical energy resource for the future," he
said. "We must do it in a way that provides a sensible bal-
ance of reliability, economic consequence and environmental
impact."

Fanning also expressed caution-if not outright skep-
ticism-about the feasibility of using natural gas to replace
the output of older, less efficient coal plants that likely will
be shuttered if EPA finalizes the utility HAP rule and other
regulatory initiatives in the pipeline that could make coal less
attractive to utilities.

"Let's face it," he said. "There are only a small number
of companies that are able to undertake the development of
new nuclear plants. Pending federal regulations have virtually
declared a war on coal. As a result, much of our industry is
rushing to natural gas-fired generation."

Fanning noted that the advent of hydraulic fracturing,
or "fracking," technology-in which water and chemicals are
pumped below ground at high pressure to fracture shale de-
posits to free gas trapped within the shale-has resulted in an
.unprecedented bounty of gas supplies in recent years that has
sharply lowered prices.

But he cautioned that 90 percent of the gas that is being
recovered today is extracted through the fracking process,
which critics say threatens groundwater quality and may pose
other environmental challenges.

"Then there's infrastructure," Fanning said. "Do we have
the pipelines in place today to meet the rising demand for nat-
ural gas and transport it to where it's needed? At present, we
don't.

"And what about the price of natural gas in the years
ahead? Not long ago, gas rose to $14.50 per million [British
thermal units], or more than three times what it's selling for
today. Whatever you believe about the future price of natural
gas, it's reasonable to believe it will remain volatile.

"If that's your only future generation resource, then that
volatility will only increase and that's not good for American
business," he added.

And while describing renewable energy technologies as

"exciting" and having a clear role to play in meeting electric-
ity demand, Fanning said renewables also have challenges. He
noted that the best wind and solar resources often are located
at substantial distances from load centers and thus will require
significant investments in new transmission lines. Wind and
solar also require backup generation to meet demand "when
the wind doesn't blow and the sun doesn't shine," he said.

"Finally, there are questions whether the renewable sector
can survive without artificial support in the form of govern-
ment tax incentives," Fanning said. "Therefore, considering
the consequences of the need for long-distance transmission,
back-up generation and artificial cost subsidization, renewable
technologies will likely have a marginal impact for some time
to come."

Fanning, whose company is building the nation's first new
nuclear plant in 30 years at its Alvin Vogtle plant site near Au-
gusta, Ga., urged patience as the nuclear industry and regula-
tors digest the implications of the nuclear disaster at Japan's
Fukushima Daiichi nuclear complex, which was disabled by a
massive tsunami after a catastrophic earthquake March 11.

"We can't.. .let the events [in Japan] distract us from
what we must do here,". Fanning said. "Working closely with
the [Nuclear Regulatory Commission] and other industry
groups, we will take what we learn from Japan, look deeply
into our own safety systems, take them through a rigorous
review and implement improvements to ensure the highest
levels of safety."

In brief remarks with reporters following his speech, Fan-
ning said Southern and other nuclear utilities "will go through
all of those issues, and at the end of the day, I just want to
make people very clear that we need to be thoughtful about
what happened there. We need to understand what happened
following the tsunami, and then we need to understand what
happened as a consequence of the actions that were taken at
the Fukushima site."

He also suggested that a judicial consent decree that man-
dated the schedule for EPXs issuance of the proposed and fi-
nal HAP rule offers the possibility of extending the three-year
compliance period.

"There are a host of approaches on what might be done
here," he said. "For example, when the courts put the time-
frames in place, they did suggest that this may be complex and
if you need more time come back to us and we'll perhaps con-
sider that. We are perfectly happy and we have a long track
record of working constructively with EPA and are perfectly
happy to go back and support them to get more time to get a
better solution."

House Republicans are expected to introduce legislation
soon that reportedly would be aimed at delaying the HAP
rule's implementation. The House Energy and Power Subcom-
mittee, chaired by Rep. Ed Whitfield (R-Ky.), has scheduled a
Friday hearing on the proposal.
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Miller's Retirement At Livermore Completes
Leadership Turnover At DOE Weapons Labs

Completing a changing of the guard worked with scientists and engineers at management change since its creation
in the leadership of the Energy Depart- DOE's Los Alamos National Laborato- in 1952 when DOE in 2007 replaced the
ment's three nuclear weapons labora- ry and Sandia National Laboratories to University of California as the facility's
tories over the last year, George Miller develop the suite of sophisticated com- operator with Lawrence Livermore Na-
announced Tuesday he will step down puter modeling and science-based meth- tional Security LLC, a consortium led by
as director of Lawrence Livermore Na- ods now used to verify the safety and the University of California and Bechtel.
tional Laboratory after five years at the reliability of the nation's nuclear arsenal In recent years, Miller has overseen
helm of the California warhead design in place of underground testing. difficult cost-cutting efforts at the lab
and energy research facility. Miller' s departure follows the an- and the ongoing removal of plutonium

Miller, who joined the lab as a phys- nouncement earlier this year by Michael from the San Francisco Bay area site for
icist in 1972, held a number of top man- Anastasio that he was stepping down security reasons.
agement positions at Livermore over the after five years as head of Los Alamos, Before being named director, Miller
years and played a major role in the evo- which is located in New Mexico. Anas- held several other top management jobs
lution of the nation's nuclear warhead tasio previously led Livermore lab. at Livermore, including associate lab
stockpile over the last four decades. Tom Hunter began the changing of director in charge of the lab's nuclear

In particular, Miller was critical to the guard at the weapons labs last year weapons program; associate director for
carrying out the DOE's sensitive stock- when he retired as director of Sandia; he defense and nuclear technologies; asso-
pile stewardship initiative that enabled has since been replaced by Paul Hom- ciate director for national security; and
the U.S. government to halt underground mert, a longtime Sandia manager. associate director for the National Igni-
warhead testing in the 1990s. Miller As director of Livermore since 2006, tion Facility, the huge laser-based fusion
and other Livermore weapons experts Miller helped the lab through its first research facility recently built at the lab.

Dynegy Names Seneca-Backed
Director As Interim CEO

Seneca Capital, a major Dynegy Inc. was named to Dynegy's board March 9
shareholder, Monday appeared to get the along with three other new directors, includ-
inside track on the restructuring of the ing two nominated by lcahn Associates.
troubled merchant generator with the Icahn Partners, which is controlled
appointment of E. Hunter Harrison as by investor Carl lcahn, recently made an
Dynegy's interim president and chief ex- unsuccessful attempt to acquire Dynegy.
ecutive officer, a move that comes about Icahn's bid was opposed as insufficient
one month after Seneca successfully add- by Seneca, which also helped torpedo an
ed Harrison to Dynegy's board. earlier effort to buy Dynegy by the Black-

Harrison, 66, formerly president and stone Group.
CEO of Canadian National Railway Co., After Icahn's purchase attempt failed

to win shareholder approval, Dynegy in
February announced it would change its
top management and consider new re-
structuring plans.

Dynegy like other merchant generators
has been hurt by low power and natural gas
prices, and previously warned it could face
bankruptcy unless it restructures.

Seneca announced March 30 it was
continuing to talk to other Dynegy stock-
holders about possible ways to maximize
shareholder value.

Harrison replaces David Biegler, who
was named interim CEO after the depar-
ture of former Dynegy CEO Bruce Wil-
liamson in February.
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