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KENTUCKY ENERGY WATCH

\\ / A weekly update of energy issues & prices

Media Excerpts: A snapshot of state and national energy issues

Energy Secretary Chu's Vision of Coal — U.S. Energy Secretary Stephen Chu is really an academic. But he's is learning the art of politics
while on the job. The Nobel prize winning scientist, who had once called coal his "worst nightmare," spoke to a largely pro-coal audience in
West Virginia. Chu, who was tapped by President Obama to serve, has never shied away from his belief that coal is largely responsible for
creating climate change. His views have evolved, however, to the point where he realizes that the nation - indeed the world - is not going to
just replace the preponderance of its generation supplies overnight. That's why he has subsctibed to the White House's position that the U.S.
will become a leader in the development of clean coal technologies and specifically carbon capture and sequestration. With financial assistance
from the federal stimulus act, the secretary said that as many as 10 projects could be commercialized within 8-10 years and that electric prices
would only increase 10-20 percent because of it. (Energy Biz, Sept. 18, 2010)

Climate Failures May Stoke Record Coal Trading — Coal trading is poised to tise to an all-time high this year as prices at less than half
their 2008 peak stoke demand, defying government efforts to phase out the most-polluting fossil fuel. The volume of coal derivatives bought
and sold around the world may jump as much as 46 percent this year to 2.3 billion metric tons, based on data from exchanges and brokers,
according to Guillaume Perret, founder of Perret Associates Ltd. and a former trader at RWE AG, Germany’s second-biggest utility. That
would exceed the record 2.2 billion tons traded in 2007. “It’s looking pretty good for coal,” Kris Voorspools, director of 70Watt Capital Man-
agement, a Luxembourg-based hedge fund that specializes in trading spreads in energy and carbon markets, said in an Aug. 24 interview. “It’s
the fuel for the developing world. China and India are using it to grow.” The increase in coal trading underscores how fuel demand in Asia is
hampering government measures to tackle global warming. United Nations Climate Chief Christiana Figueres said on June 9 negotiations to
extend Kyoto Protocol limits on greenhouse-gas emissions are unlikely to succeed this year. Global coal demand held near a record in 2009,
while oil consumption dropped 1.7 percent and natural-gas use fell 2.1 percent, according to BP Plc’s June 2010 Statistical Review. (Energy
Business Daily, Sept. 18, 2010)

Duke may sell Ohio electricity plants after customers defect, prices drop — Duke Energy Corp., the third- largest U.S. producer of
coal-fired electricity, has begun a review of its Ohio strategy that may lead to selling $3.84 billion of power plants in the region, said Chief Ex-
ecutive Officer James E. Rogers. The review is driven by narrower profit margins as wholesale power prices fall and customers switch suppli-
ers in Ohio’s competitive electricity market, Rogers said in an interview in New York yesterday. Duke estimates retail customer losses in the
state will cut profit about 7 cents this year. “I liked the business when it was lightly regulated because it fit with our business model,” Rogers
said. “T don’t like the business as much now.” Duke wrote down the value of its 7,700 megawatts of wholesale plants in the region in the sec-
ond quarter by $660 million, to $3.84 billion. The company said the write down was due to lower prices and the potential costs of complying
with tighter federal air-pollution regulations at coal plants that can generate 3,600 megawatts. A megawatt is enough power for about 800 U.S.
homes, according to the Energy Department. (Bloomberg Report, Sept. 22, 2010)

Proposal would restrict disposal of coal fly ash — A federal proposal that would impose tough new controls on coal fly ash disposal was
endorsed by environmentalists and people living near ash impoundments at a U.S. Environmental Protection Agency public hearing in Pitts-
burgh on Tuesday. But industry and power plant officials said the regulation is unnecessary and burdensome. Marty Leedy, of Columbus,
Ohio-based American Electric Power, said the proposal to label fly ash a "special waste" but treat it as a hazardous waste under federal law
amounts to "regulatory overkill." Such a rule change will "cripple" the industty, stigmatize reuse of coal ash in construction materials, kill jobs,
raise construction costs and raise customer rates, he said. However, Jeremy Ulery testified that state regulators aren't propetly overseeing a coal
refuse site in his hometown of La Belle, Fayette County, that he said is polluting the community with fly ash and causing health problems for
residents. The public hearing at the Omni William Penn Hotel was the sixth of seven EPA hearings held around the country. The last hearing
is scheduled for Sept. 28 in Louisville, Ky. (Pittsburgh Post-Gazette, Sept. 22, 2010)

Blankenship accuses MSHA of lying about UBB investigation — As the keynote speaker at this yeat’s Bluefield Coal Symposium,
Massey Energy CEO Don Blankenship criticized the federal Mine Safety and Health Administration and its investigation into the Upper Big

Branch Disaster. Blankenship compared MSHA’s actions to Watergate. He dedicated last night’s speech to the Upper Big Branch victims. He
compared MSHA’s investigation to President Richard Nixon trying to hide recordings of conversations in his office. Blankenship accuses
MSHA of dismissing key elements during the investigation, citing a crack in the floor of the mine that Massey says could have been a source
of a sudden burst of methane. “We don’t know whether it’s the source of the methane or not," Blankenship said. "We do know that cracks in
the floor in central Appalachia can generate methane so we are focused on it and more interested in it than MSHA is." Blankenship accused
MSHA of lying to cover up its mistakes. He referred once again, to the ventilation changes the federal agency recommended before the explo-
sion. (W. VA Public Broadcasting, Sept. 22, 2010)

These are media summaries. Please consult sources directly to ensure accuracy of information presented. Underlined titles are links to online articles in their entirety.
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Kentucky Retail Fuel Prices (Dollars per gallon)

Product 09/24/10 09/17/10 09/09/10 09/2/10 Year Ago
Gasoline (State avg.) 2.695 2.771 2.664 2.608 2.434
Ashland 2.770 2.895 2.720 2.611 2.456
Covington 2.786 2.861 2.760 2.651 2.523
Lexington 2.679 2.804 2.708 2.616 2.387
Louisville 2.706 2.839 2.735 2.656 2.515
Owensboro 2.622 2.681 2.563 2.511 2.308
Diesel (State avg.) 2919 2,923 2.897 2,903 2.580
Ashland 2.965 2.951 2.910 2.938 2.618
Covington 2.931 2.931 2.915 2.920 2.629
Lexington 2.903 2.908 2.897 2.909 2.603
Louisville 2.889 2.906 2.899 2.907 2.576
Owensboro 2.901 2.924 2.860 2.865 2.549

Note: The record high average price for gasoline in Kentucky is $4.089, reported on July 10, 2008.
Source: Gasoline (unleaded regular) & Diesel: National AAA

Wholesale Fuel Prices

Spot Prices 09/23/10 09/16/10 09/09/10 09/1/10 Year Ago
Crude Oil (Dollars per barrel) 73.43 74.57 74.25 73.91 65.79
West Texas Intermediate, fob
Natural Gas (Dollars per MMBtu) 4.100 4.055 3.785 3.820 3.590
Henry-Hub

Source: Wall Street Journal

Futures October -10 November-10 December-10
09/23/10 73.52 75.18 76.54
Crude Oil (Dollars per barrel) 09/16/10 74.57 75.74 77.19
Light Sweet Crude Oil 09/09/10 74.25 75.79 77.23
09/23/10 4.019 4.156 4.374
Natural Gas (Dollars per MMBtu) 09/15/10 4.062 4.238 4.450
Henry-Hub 09/09/10 3.768 4.026 4.333
09/23/10 1.155 1.157 1.160
Propane (Dollars per gallon) 09/16/10 1.141 1.144 1.147
Mt Belvien (OPLS) 09/09/10 1.108 1.113 1.118
09/23/10 62.42 64.42 65.03
Coal (Dollars per ton) 09/16/10 58.02 59.02 60.02
Central Appalachian 09/09/10 59.03 59.60 60.34

Source: CME Group

The Department for Energy Development and Independence does not discriminate on the basis of race, color, national origin, sex, age, religion or disability and pro-
vides, on request, reasonable accommodations including auxiliary aids and services necessary to afford an individual with a disability an equal opportunity to partici-
pate in all services, programs and activities. To request materials in an alternative format, call the Department for Energy Development and Independence at (800) 282
-0868. Persons with hearing and speech impairments can contact the agency by using the Kentucky Relay Service, a toll-free telecommunication device for the deaf
(TDD). For voice to TDD, call (800) 648-6057. For TDD to voice, call (800) 648-6056.
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