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KENTUCKY ENERGY WATCH

\\ / A weekly update of energy issues & prices

Media Excerpts: A snapshot of state and national energy issues

EPA issues next step for state greenhouse gas permitting programs — Working with the states, the U.S. Environmental Protection Agency
(EPA) is moving forward with its plan to call on certain states to update their Clean Air Act implementation plans to cover greenhouse gas (GHG) emissions.
These changes will ensure that beginning in January 2011 the largest industrial GHG emissions sources can receive permits. This action is part of EPA’s com-
mon sense approach to GHG permitting outlined in the spring 2010 tailoring rule. EPA has identified 13 states that need to make changes to their plans,
allowing them to issue permits that include GHG emissions. These states include: Ariz., Ark., Calif., Conn., Fla., Idaho, Kan., Ky., Neb., Nev., Ore., Texas,
and Wyo. States are best-suited to issue permits to sources of GHG emissions and have long-standing experience working together with industrial facilities.
The Clean Air Act requires states to develop EPA approved implementation plans that include requirements for issuing air permits. When federal permitting
requirements change, as they did after EPA finalized the GHG tailoring rule, states may need to modify these plans. (EPA, Dec. 3, 2010)

Massey CEO Don Blankenship to retire — Massey Energy Co. says chairman and chief executive Don Blankenship is retiting on Dec. 31. The com-
pany said Friday that current President Baxter Phillips will replace Blankenship. Blankenship, who joined the central Appalachian coal producer in 1982, said it
was time to go after nearly 30 years with the company. The southern West Virginia native's tenure with Massey has been matked by battles with labor and
government regulators. He is currently feuding with the federal Mine Safety and Health Administration over safety issues at the company's Upper Big Branch
mine; an explosion at the mine in April killed 29 and injured two. (CBS News, Dec. 3, 2010)

Schools save more than $190,000 in energy costs — Marion County Schools has made a positive contribution to the environment while improving
the quality of education for students. From 2006 -10 the school district has saved $192,000 in energy costs and reduced annual greenhouse gas emissions by
3,051 tons. This is the equivalent of:*660 cars not driven for one year; 7,095 barrels of oil not burned; 392 household’s electricity use for one year; 25 acres of
forest saved from deforestation and saving more than $192,224 in energy costs. “The energy reduction and facility enhancement program that Marion County
schools and Trane implemented in 2006 has been a tremendous success,” said Justin Kubly, Trane energy services leader. “Marion County schools have saved
over $190,000 in energy costs in the last three years. The building automation system upgrades throughout the district and the new gymnasium HVAC at St.
Charles Middle School have created a much more comfortable environment with improved indoor air quality and temperature control, while paying for them-
selves with lower utility bills.” (The Lebanon Enterprise, Dec. 1, 2010)

UK begins $25 million plan to make campus buildings greener — UK announced a $24.6 million plan to provide energy retrofits to 61 build-

ings on campus. The project is funded by bonds and will begin next week. It is expected to save $2.4 million a year on UK s utility bills. “The project will
install a wide variety of technologies that focus not only on lighting but also on mechanical systems and water usage,” President Lee Todd said. The initiative
will reduce UK’s C O2 emissions by neatly 24,000 tons. That is the equivalent of powering 5,251 homes each year, planting 62,000 acres of trees and remov-
ing 46,000 cars from the road each year, Todd said. UK is partnering with Ameresco, an energy solutions company, to carry out the project. Secretary of Ken-
tucky Finance and Administration Cabinet Jonathan Miller spoke on behalf of Gov. Steve Besheat. “Reducing energy consumption in publicly owned build-
ings is an integral part of Gov. Steve Besheat’s energy policy. Kentucky has already made great strides to make state government facilities more energy effi-
cient and environmentally conscious,” Miller said. (Kentucky Kernel, Dec. 2, 2010)

Breaking away from coal — Progtess Energy Carolinas, one of the South’s larger utilities, faced a dilemma last winter. Several of its coal-fired powet
plants were aging and needed scrubbers to reduce emissions and meet North Carolina pollution laws. Executives figured that even tougher regulations were
coming from Washington, and overhauling 11 generators at four plants would have cost nearly $2 billion, which would have been passed on to the company’s
1.5 million electric customers. Plunging natural gas prices, however, offered Progress Energy an alternative that would save money and help it achieve pollu-
tion goals at the same time: scrapping the coal plants and replacing them with two gas plants over the next four years, at a cost of $1.5 billion. “It’s a turning
point,” said Bill Johnson, chairman and chief executive of Progress Energy, the parent company. “We’ve been a coal-based generator for decades, and until

a few years ago, we thought we would remain largely coal-based and nuclear until people started talking about carbon regulation. We decided we had to do
something about it.” A lot of utilities are coming to a similar conclusion. (The New York Times, Nov. 29, 2010)

The intricacy of gas — Two years ago, the Public Utilities Commission of Ohio took a new approach to natural gas rates that consumer advocates say is
unfair to customers who use little gas or conserve. The natural gas delivery charge in most areas of the state now is a flat monthly fee — none of the delivery
charge is adjusted according to the cubic feet of gas burned. As consumers reduce natural gas use, local delivery companies come up short of recovering deliv-
ery costs. To make up the deficit, regulators have as of June adopted decoupled, nonvolumetric delivery rate structures in 19 states, according to the American
Gas Association. Separately, six states approved a flat monthly fee to isolate the delivery fee from the amount of gas used, thus raising the delivery charge.
“Conservation has been a big driver” of decoupled and flat rates, said Cynthia Marple, AGA’s director of rates and regulation. She said that as a result, more
types of rate design had to be created to balance what’s fair to consumers and utilities.

HMP&I may sell surplus power — A new chapter in a years-long dispute between Henderson Municipal Power and Light (HMP&L) and
Big Rivers Electric Cotp. concerning the city's Station Two power plant may be unfolding. HMP&L's board last week gave General Manager
Gary Quick the authority to hire a Florida company at a cost of up to $375,000 per year to help the city market millions of dollars of surplus
power. Quick later said discussions are continuing and no final decision has been made. (The Gleaner, Dec. 4, 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)

December 9, 2010

1

Product 12/09/10 12/02/10 11/19/10 11/10/10 Year Ago
Gasoline (State avg.) 2.903 2.822 2.816 2.883 2.524
Ashland 2.984 2.859 2.926 3.042 2.548
Covington 2.985 2.823 2.876 2.986 2.540
Lexington 2.947 2.825 2.765 2.927 2476
Louisville 2.838 2.856 2.799 2.969 2473
Owensboro 2.899 2.788 2.794 2.763 2.524
Diesel (State avg.) 3.141 3.089 3.109 3.076 2.729
Ashland 3.170 3.128 3.131 3.089 2.725
COVingtOﬂ 3.144 3.075 3.143 3.106 2.732
Lexington 3.144 3.084 3.104 3.083 2.745
Louisville 3.125 3.054 3.075 3.073 2.701
Owensboro 3.119 3.074 3.130 3.081 2.720
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
Product 12/06/09 11/29/09 11/19/09 11/08/10 Year Ago
Heating Oil (dollars per gallon) 2.817 2.765 3.125 3.078 2.428
Propane (dollars per gallon) 2.401 2.384 2.523 2.502 2.093
Source: Propane and Heating Oil: http://tonto.eia.doe.gov/dnav/pet/pet pri_wfr dcus nus w.htm
Wholesale Fuel Prices
Spot Prices 12/08/10 12/01/10 11/18/10 11/09/10 Year Ago
Crude Oil (Dollars per barrel) 88.28 86.75 81.85 86.72 70.67
West Texas Intermediate, fob
Natural Gas (Dollars per MMBtu) 4.455 4.200 3.795 3.770 5.270
Henry-Hub
Source: Wall Street Journal
Futures January-11 February-11 March-11
12/09/10 88.28 88.82 89.29
Crude Oil (Dollars per barrel) 12/01/10 86.75 87.25 87.63
Light Sweet Crude Ol 11/19/10 82.42 83.08 *
12/09/10 4.606 4.604 4,570
Natural Gas (Dollars per MMBtu) 12/01/10 4.269 4.279 4.243
Henry-Hub 11/19/10 4.183 4.189 .
12/09/10 1.265 1.247 1.196
Propane (Dollars per gallon) 12/01/10 1.257 1.236 1.181
Mt Belvien (OPLS) 11/19/10 1.205 1.186 *
12/09/10 74.30 74.30 74.30
Coal (Dollars pet ton) 12/01/10 72.65 72.68 72.73
Central Appalachian| — 11/19/10 68.15 68.68 *

Source: CME Group

*Information not available at time of publication

The Department for Energy Development and Independence does not discrimindte on the basis of race, colot, 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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