
E
xh

ib
it

3

N
e

w
sle

tte
r

A
d

d
re

ssin
g

th
e

C
A

IR
V

a
ca

tu
r,

S
tra

n
d

e
d

C
osts,

and
P

o
te

n
tia

l
R

e
g

io
n

a
l

A
p

p
ro

a
ch

e
s

to
R

eplace
C

A
IR

B
la

ck
&-

V
eatch

P
a

th
fin

d
e

r(A
u

g
u

st
2

0
0

8
).
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A
W

ord
from

th
e

E
d

itor-in
-C

h
ief

In
sid

e
T

h
is

Issu
e:

A
u

gu
st

2008
C

o
u

rt
D

ecisio
n

T
h

ro
w

s
C

ap
­

an
d

-T
rad

e
into

a
T

izzy
P

age
2

C
A

IR
D

ecisio
n

C
ould

be
C

ostly,
B

illions
at

S
take

P
age

4

W
estern

C
lim

ate
Initiative

R
eleases

D
raft

P
lan

P
age

6

R
G

G
I

C
arb

o
n

M
ark

et
C

ould
G

et
S

hot
o

fT
ran

sp
aren

cy
from

F
u

tu
res,

O
p

tio
n

s
P

age
7

H
av

e
E

n
erg

y
P

rices
P

eak
ed

?
P

age
8

E
u

ro
p

ean
In

d
u

stry
F

eats
E

co
n

o
m

ic
F

allo
u

t
from

E
m

ission
s

T
rad

in
g

P
age

9

W
atet

in
P

leasantville
P

age
11

S
um

m
er

doldrum
s.

E
veryone

is
aw

ay.
N

o
b

o
d

y
reads

serious
stuff.

N
o

t
m

uch
is

happening.
W

ell,
n

o
t

this
sum

m
er.

I
d

o
n

't
know

w
hat

the
political

conventions
w

ill
bring,

b
u

t
the

courts
have

delivered
o

n
e

big
bit

o
f

confusion
o

n
the

em
issions

control
front in

the
U

nited
S

tates.
W

hat
m

ight
this

im
ply

for
future

carbon
legislation?

M
eanw

hile, in
E

urope,industry
com

plains
ab

o
u

t
carbon

credits
and

does
w

hatit
usually

does;
threatens

to
leave

for
som

eplace
else.

B
ack

to
the

political
front,

the
U

K
governm

entw
restles

w
ith

the
im

pact
o

f
high

energy
prices

on
low

-in
com

e
households

and,in
the

U
nited

S
tates,

P
residential

candidates
concentrate

o
n

oil
prices,

offshore
drilling

and
the

petroleum
reserve.

In
the

m
idst

o
f

it
all,A

I
G

o
re

m
ade

proposals
that

caused
uproar

am
o

n
g

energy
bloggers,

b
u

t
not

am
o

n
g

the
general

public.
N

o
t

to
b

e
outdone,T

.
B

oone
P

ickens
m

ade
his

ow
n

appeal.
N

o
su

m
m

er
doldrum

s
in

this
business.

E
lsew

here
in

this
issue,B

rent
F

ranzel
tells

the
tale

o
f

how
the

U
.S.

C
ourt

o
fA

ppeals
threw

one
high

and
inside,

to
use

a
baseball

analogy,
to

the
utility

industry

and
participants

in
the

em
issions

allow
ances

m
arkets

w
hen

they
invalidated

the
C

lean
A

ir
Interstate

R
ule.

O
u

r
S

am
G

lasser
looks

at
the

financial
im

pact o
f

the
decision

since
utilities

are
now

faced
w

ith
potentially

billions
o

f
stranded

dollars
for

em
issions

allow
ances

that
they

hold
as

w
ell

as
for

com
pleted

o
r

under­
construction

em
issions

control
equipm

entw
hich

m
ight

n
o

t
be

allow
ed

into
the

rate
base.

A
ndy

B
yers

from
B

lack
&

V
eatch

lays
o

u
t

the
draft

plan
o

f
the

W
estern

C
lim

ate
Initiative,

a
collaborative

effort
o

f
seven

w
estern

states
and

four
C

anadian
provinces,

for
controlling

greenhouse
gas

em
issions.

T
h

e
group

is
considering

introducing
a

cap-and-trade
program

beginning
in

2012.

M
eanw

hile,
the

R
egional

G
reenhouse

G
as

Initiative
o

f
10

northeastern
states

is
further

along,
as

their
first

C
O

2
allow

ance
auction

is
scheduled

for
late

S
eptem

ber.
S

am
G

lasser
also

notes
that

corresponding
exchange­

traded
furures

an
d

options
contracts

are
to

be
launched

a
m

onth
before

the
auction

w
hich

are
intended

to
bring

a
m

easure
o

f
transparency

and
provide

a
m

eans
o

f
risk

m
anagem

ent
to

the
m

arketplace.
O

n
e

w
ould

think
that

after
the

C
A

IR
decision,

risk
m

anagem
ent

w
ould

be
a

h
o

t
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r=.IIII
B

LA
C

K
&

V
E

A
TC

H
~
.

Budding
aw

orld
ofdIfference"

B
lack

&
V

eatch
E

xp
erts

P
ro

vid
e

S
u

p
p

o
rt

fo
r

M
&

A
T

ran
sactio

n
s

W
h

e
th

e
r

electric,
natural

gas
o

r
w

a
te

r
related,

o
u

r
experts

are
experienced

in
financial

analysis,
synergy

analysis,
technical

analysis,
energy

m
arkets,

federaland
state

regulation,
contracts

review
,

negotiations,
and

experttestim
ony.

"A
ging

W
orkforce

T
akes

C
e

n
te

rS
tage

-
S

trategic
D

irections
in

the
E

lectric
U

tilities
Industry"-

p
u

b
lish

e
d

in
W

orld
P

o
w

e
r2

0
0

8

T
o

co
n

tact
our

E
c

o
n

o
m

ic
a

n
d

F
in

an
cial

A
n

a
ly

s
is

P
ractice

or
for

a
copy

o
fth

ese
n

ew
sim

ply
C

lic
k

o
n

th
is

A
d

,
or

e-m
ail

yo
u

r
req

u
est

to
P

e
te

rs
o

n
D

L
@

b
v

.c
o

m

com
m

odity.
T

h
e

relative
prices

o
f

oil,gas,
and

coal
-

alw
ays

im
portant

to
utility

m
anagers

-
w

ill
take

o
n

increased
significance

w
ith

the
com

ing
clim

ate
change/carbon

legislation
and

regulations.
H

ua
F

ang,an
econom

istand
m

arket
analyst

at
B

lack
&

V
eatch,

takes
a

look
at

the
recent

slide
in

prim
ary

energy
prices.

A
s

for
the

concerns
in

E
u

ro
p

e
that

cap-and-trade
is

rendering
som

e
areas

industrially
uncom

petitive,
C

hris
S

cott
in

the
U

K
discusses

the
issue

and
h

o
w

energy
prices

are
affecting

the
m

arket
for

allow
ances.

I
note

thatventure
capitalists

have
been

putting
substantially

m
ore

m
oney

into
alternative

energy
investm

ents,
so

there
m

ust
be

real
opportunities

there.
L

astly,it
seem

s
that

history
has

show
n

that
crusaders

for
a

cause
have

a
persistent

streak
that

typically
pays

o
ff

in
the

long
run.

In
that

vein,
the

energy
industry

could
do

m
uch

w
orse

than
to

devise
solutions

to
the

problem
s

identified
by

the
greens

(other
than

just
saying

"it
can't

b
e

d
on

e.")
T

h
ere's

an
exam

p
le

there
that

w
ill

op
en

you
r

eyes.

R
ead

this
stuffcarefully

at
the

office,
not

at
the

beach.
It

involves
big

m
oney

and
som

e
real

zig
zags

in
policy.

N
o

t
sum

m
er

reading
for

sure.
S

orry
about

that,
b

u
t

enjoy
the

rest
o

f
the

sum
m

er.

A
s

alw
ays,let's

hear
any

com
m

en
ts,

corrections,and
questions.

-
L

eonard
S.

H
ym

an,C
.F

.A
.

•D
ecision

b
y

the
U

.S.
C

ourt
o

fA
p

p
eals

T
h

row
s

C
ap-and-T

rade
R

egu
lation

s,
M

arket
in

to
a

T
izzy

T
h

e
U

.S.
C

ourt
o

f
A

ppeals
for

the
D

istrict
o

f
C

olum
bia

ruling
on

July
11

in
N

O
lth

C
arolilia

vs.
E

P
A

,
issued

a
decision

that
w

iped
aw

ay
the

E
nvironm

ental
P

rotection
A

gency's
C

lean
A

ir
Interstate

R
ule

(C
A

IR
),

scheduled
to

take
effect

in
January

2009
for

nitrogen
oxide

(N
O

,)
and

a
year

later
for

sulfur
dioxide

(S
O

,).
T

h
e

unanim
ous

ruling
by

a
three-judge

panel
surprised

a
w

ide
range

o
fgroups

follow
ing

the
issue,

from
utilities

to
environm

ental
organizations.

M
ost

o
f

these
groups

had
supported

the
rule

as
a

w
ay

o
f

bringing
certainty

to
the

regulation
o

f
pow

er
plant

em
issions.

T
h

e
court

found
several

problem
s

w
ith

the
rule

w
hich

w
as

issued
in

2005.T
h

e
judges

found
that

the
rule

w
as

n
o

t
authorized

under
the

C
lean

A
ir

A
ct.

Specifically,
the

panel
found

fault
w

ith
E

P
A

's
m

ethod
for

allocating
em

ission
s

allow
an

ces
for

d
ow

n
w

in
d

versus
u

p
w

in
d

states.

P
age

2
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B
la

c
k

&
V

eatch
H

e
lp

s
E

n
e

rg
y

U
tilities

M
a

n
a

g
e

R
e

g
u

la
to

ry
R

isks

M
anaging

the
risks

associated
w

ith
regulatory

uncertainty
and

w
ith

the
filing

o
frate

cases
follow

ing
a

long
period

o
frate

freeze
have

becom
e

increasingly
im

portant.
T

he
experts

at
E

M
S

have
assisted

in
hundreds

o
f

cases.
T

he
follow

ing
papers

are
available:

"S
trategic

V
alue

at
R

isk
...

Q
uantifying

the
Im

pacto
fR

isk
on

U
tility

S
takeholders"

-
"T

he
M

o
th

e
ro

fA
llR

ate
C

ases"-
"R

ing-F
encing

the
R

e
g

u
la

te
d

U
tility"

T
o

contact
our

R
ate

an
d

R
e

g
u

la
to

ry
S

u
p

p
o

rt
P

ractice
or

to
obtain

co
p

ies
o

fthese
p

ap
ers

sim
ply

C
lick

o
n

th
is

A
d,

or
e

·
m

ail
your

req
u

est
to

P
e

te
rs

o
n

D
L

@
b

v
.c

o
m

C
A

IR
covered

28
states

and
the

D
istrict

o
f

C
olum

bia;itw
as

put
into

place
to

reduce
S

O
,and

N
O

,
em

issions
by

im
plem

enting
a

cap-and-trade
system

to
essentially

protect
dow

nw
ind

states
o

n
the

E
ast

C
oast

from
pow

er
plant

em
issions

originating
in

rhe
M

idw
est.

T
h

e
state

o
f

N
o

rth
C

arolina
brought

suit
against

E
P

A
,

arguing
that

rhe
rule

failed
to

provide
adequate

protections
to

dow
nw

ind
states.

E
P

A
and

its
supporters

had
argued

that
the

rule
w

ould
save

as
m

any
as

17,000
lives

per
year.

E
ven

though
C

A
IR

w
as

invalidated,a
cap-and-trade

program
rem

ains
in

force
that

allow
s

the
trading

o
f

S
O

,
allow

ances
under

the
C

lean
A

ir
A

ct
am

endm
ents

o
f

1990
and

the
seasonal

N
O

,
trading

under
the

E
P

A
N

O
,

B
udgetT

rading
P

rogram
.

A
fter

the
decision,

the
m

arkets
for

the
affected

allow
ances

fell
out

o
f

bed.
T

he
nom

inal
price

o
fS

O
,

allow
ance

futures
quoted

by
the

N
ew

Y
ork

M
ercantile

E
xchange

fell
from

$300
per

ton
o

n
July

10
to

$130
o

n
July

11,and
dipped

further
before

recovering
to

$132
per

ton
by

the
end

o
f

the
m

onth.
T

h
e

nom
inal

price
for

the
2009

annual
N

O
,

allow
ance

futures
contract

dropped
from

$4,850
per

ton
on

July
10

to
$2,500

o
n

July
11,and

to
$1,000

by
July

31.

E
P

A
officials

have
until

rhe
end

o
fA

ugust
to

decide
w

herher
to

appeal
the

C
ourt

o
f

A
ppeals

ruling
or

attem
pt

to
m

odify
the

rule
to

com
ply

w
ith

the
court's

objections.
In

the
alternative,C

ongress
can

pass
new

legislation
to

address
the

problem
-

either
specifically

aim
ed

at
rhe

C
A

IR
rule

or
as

a
m

odification
to

the
C

lean
A

il:
A

ct.
T

h
at

is
alm

ost
certain

n
o

t
to

happen
during

the
current

session
w

hich
is

scheduled
to

end
in

early
O

ctober.
A

dditionally,
C

ongress
adjourned

o
n

A
ugust

1,n
o

t
to

return
to

the
C

apitol
until

after
L

abor
D

ay.

In
a

related
developm

ent
o

n
the

sam
e

day
as

the
court

decision,
the

B
ush

A
dm

inistration's
release

o
fa

proposed
rule

m
aking

w
ould

also
seem

to
indicate

that
any

action
under

the
C

lean
A

ir
A

ct
is

unlikely
until

the
new

president
takes

over.T
h

e
E

P
A

asked
for

public
C

O
m

m
ent

o
n

a
proposed

rulem
aking

in
w

hich
it

stated
the

C
lean

AU:A
ctis

n
o

t
the

appropriate
vehicle

for
regulating

greenhouse
gas

em
issions.

T
he

proposed
rule

w
as

issued
in

response
to

the
S

uprem
e

C
ourt's

M
assachusetts

v.E
P

A
decision

in
w

hich
the

court
ruled

that
the

regulation
o

fgreenhouse
gases

from
m

o
to

r
vehicles

falls
under

the
aurhority

o
f

rhe
E

P
A

via
rhe

C
lean

A
il:

A
ct.

T
h

e
B

ush
A

dm
inistration

disputes
rhar

position
and

W
hite

H
ouse

officials
argued

rhat
using

rhe
law

to
regulate

greenhouse
gas

em
issions

w
ould

harm
rhe

U
.S.

econom
y.

E
nvil:onm

enral
groups

and
D

em
ocrats

in
C

ongress
w

ere
severely

critical
o

f
rhe

P
resident

and
E

P
A

A
dm

inistrator
S

rephen
Jo

h
n

so
n

follow
ing

the
announcem

ent,
w

hich
w

as
a

reversal
o

f
conclusions

in
a

draft
E

P
A

study
com

pleted
lastyear.

R
egardless

o
fw

hat
the

B
ush

A
dm

inistration
decides

to
d

o
o

n
this

issue,
C

ongress
and

the
next

president
w

ill
be

forced
to

address
it.

A
t

a
July

29
S

enate
hearing,

m
em

bers
o

n
both

sides
o

f
the

aisle
called

for
action

to
reinstate

the
goals

o
f

the
C

A
IR

rule.
C

lean
A

il:
&

N
uclear

S
afety

S
ubcom

m
ittee

C
hairm

an
T

o
m

C
arper

(D
-D

E
)

pushed
for

passage
o

f
a

bill
he

has
introduced

to
provide

even
w

ider
coverage

o
f

em
issions.

Sen.P
age

3
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S
u

b
ject

M
atter

E
xp

erts
fo

r
R

eg
u

lato
ry

F
ilin

g
s

an
d

L
itig

atio
n

S
u

p
p

o
rt

E
M

S
's

professionals
include

experienced
energy

co
m

p
a

n
y

senior
executives,

energy
econom

ists
and

accountants,
senior

policy
experts

and
regulatory

officials,
engineers,

renow
ned

futurists,
and

internationally
respected

sU
bject

m
a

tte
r

experts.
W

e
have

been
called

upon
to

provide
expertte

stim
o

n
y

before
state,

F
ederal

and
P

rovincial
regulatory

com
m

issions,
as

w
ell

as
civil

and
bankruptcy

courts
in

the
U

.S
.

and
C

anada.
In

allw
e

h
a

ve
served

m
ore

than
350

clients
w

orldw
ide

since
1981.

To
contact

our
L

itig
atio

n
S

u
p

p
o

rt
P

ractice
sim

ply
C

lick
on

th
is

A
d

,
or

e-m
ail

y
o

u
rre

q
u

e
s

tto
P

e
te

rs
o

n
D

L
@

b
v

.c
o

m

C
arper's

C
lean

A
ir

P
lanning

A
ctw

ould
go

beyond
the

rule's
coverage

o
fN

O
,

and
SO

"
and

w
ould

also
regulate

em
issions

o
f

m
ercury

and
carbon

dioxide.
''I'm

n
o

t
going

to
w

ait
another

eight
years

to
do

w
hatw

e
should

have
done

eight
years

ago,and
that

is
pass

a
strong,

com
prehensive

clean
air

bill
that

m
akes

deep
and

m
eaningful

reductions
in

m
ercury,nitrogen

oxide
and

sulfur
dioxide,"

he
said.

E
nvironm

ent
&

P
ublic

W
orks

C
om

m
ittee

ranking
m

em
ber,Jam

es
Inhofe

(R
-O

K
)

at
the

hearing
basically

said,
"I

told
you

so."
H

e
pointed

to
his

statem
ents

o
f

three
years

ago
that

passage
o

f
the

adm
inistration's

proposed
C

lear
Skies

A
ctw

ould
have

been
preferable

and
that

the
C

A
IR

rule
w

as
vulnerable

to
court

intervention.
H

e
urged

com
m

ittee
m

em
bers

n
o

t
to

use
the

court
ruling

for
political

benefit
and

to
find

a
w

ay
to

reinstate
a

rule
that

had
"direct

and
m

easurable
health

benefits."

W
itnesses

at
the

hearing
representing

both
states

and
utilities

called
for

quick
action

to
address

the
court's

m
ove

so
thatgoing

forw
ard

there
w

ill
be

certainty
in

term
s

o
f

w
hatis

required
o

f
industry

under
the

new
em

ission
s

standards.

-
B

rent
F

ranzel,
C

ardinal
P

oint
P

artners
L

L
C

--
-
-
-

C
A

IR
D

ecision
C

ou
ld

H
ave

Severe
F

in
an

cialR
ep

ercu
ssion

s;
B

illion
s

o
fD

ollars
P

oten
tially

at
S

tak
e

T
h

eu.s.
C

ourt
o

f
A

ppeals
decision

invalidating
the

C
lean

A
ir

Interstate
R

ule
(C

A
IR

)
leaves

utilities
w

ith
billions

o
f

dollars
in

stranded
costs

for
capital

equipm
ent

and
severely

discounted
em

issions
allow

ances
for

sulfur
dioxide

(S
O

,)
and

nitrogen
oxide

(N
O

,,).

T
h

e
decision

provides
a

lesson
to

law
m

akers
and

regulators
alike

w
ho

w
ill

be
tackling

clim
ate

change
issues

under
the

next
adm

inistration
that

legislation,as
w

ell
as

subsequent
regulations,

m
ust

be
drafted

w
ith

care
and

clarity.
T

h
e

C
ourt's

decision
also

rem
inds

us
that

the
uncertainty

and
financial

risks
associated

w
ith

the
adjudication

o
f

future
clim

ate
change

legislation
could

be
substantial.

C
lim

ate
change

legislation
targeting

greenhouse
gases

is
also

expected
to

rely
heavily

o
n

fm
ancial

instrum
ents

-
carbon

dioxide
allow

ances
bought

and
sold

under
various

cap-and-trade
proposals,

along
w

ith
furures

and
options

contracts
that

could
be

traded
on

established
com

m
odity

exchanges
or

over-the­
counter.T

h
e

lesson
w

ith
C

A
IR

is
that

transactions
in

the
em

erging
C

O
,em

issions
m

arket
could

be
subject

to
considerable

risk
and

m
arket

volatility_
T

h
e

potential
for

stranded
com

pliance
assets,

such
as

carbon
capture

and
sequestration

in
vestm

en
ts,

cou
ld

b
e

high,
as

w
ell.

P;,t.gc
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T
h

e
C

ourt
o

fA
ppeals

decision
affects

28
states

in
the

eastern
halfo

f
the

country.
U

tilities
have

spent
billions

o
f

dollars
o

n
selective

catalytic
reduction

units
for

reducing
N

O
,

em
issions

and
o

n
scrubbers

for
5

0
2

abatem
ent

that
w

ere
slated

to
com

e
o

n
line

w
ithin

the
next

tw
o

years
o

r
so

under
C

A
IR

.

~'Utiliries
are

on
the

h
ook

for
stran

d
ed

costs
and

h
ave

excess
lon

g
p

osition
s

in
allow

an
ces,"

says
G

ary
H

art,
a

B
irm

ingham
,A

L
-based

em
issions

m
arket

expert
for

the
trading

firm
IC

A
P

E
nergy.

It
takes

three
to

four
years

to
b

u
ild

a
scrubber

or
catalytic

red
u

ction
unit,

and
"

m
an

y
units

are
alm

ost
ready

to
g

o
in

to
service,"

h
e

said,
but

the
regulations

under
w

h
ich

the
units

w
ere

au
th

orized
are

n
o

longer
in

place.
H

e
noted

that
w

ithout
the

regulations,
utilities

typically
cannot

be
forced

to
run

the
costly

pollution
control

units
and

if
they

voluntarily
operated

them
it

w
as

n
o

t
clear

that
they

w
ould

be
allow

ed
to

recover
the

costs.

T
h

e
F

inancialTim
es

reported
that

the
estim

ated
total

loss
o

fvalue
for

5
0

2 em
ission

allow
ances

ranged
from

15
billion

to
20

billion.
N

O
,

allow
ances

issued
under

C
A

IR
w

hich
are

now
invalid

had
been

valued
at

21
billion.

A
dditionally,

the
new

spaper
reported,atleast

75
billion

had
been

invested
in

pollution
abatem

ent
equipm

ent
for

pow
er

plants
in

order
to

m
eet

the
N

O
,

and
5

0
2 em

issions
requirem

ents
thatw

ere
to

take
effectin

2009
and

2010,respectively.'

O
n

e
pow

er
com

pany,P
P

L
C

orp.
o

fA
llentow

n,P
A

,
said

in
a

filing
w

ith
the

S
ecurities

and
E

xchange
C

om
m

ission
a

few
days

after
the

court
decision,

that
its

com
bined

b
o

o
k

value
for

the
affected

5
0

2
and

N
O

,
em

ission
allow

ances
w

as
approxim

ately
100

m
illion

as
o

f
the

end
o

fJune.
T

h
e

com
pany

said
that

it
anticipates

that
all

o
f

the
annual

N
O

,
allow

ances
m

ay
be

im
paired

and
noted

that
the

m
arket

price
o

f5
0

2

allow
ances

had
fallen

dram
atically.

T
h

e
loom

ing
end

o
f

the
current

session
o

f
C

ongress
(O

ctober),
the

inauguration
o

f
a

new
adm

inistration
O

anuary
2009),

and
an

appeal
to

the
U

.S.
S

uprem
e

C
ourt

by
the

E
nvironm

ental
P

rotection
A

gency
still

uncertain
m

ean
s

that
"

th
ose

industries
that

m
u

st
d

o
lon

g-term
com

p
lian

ce
p

lan
n

in
g

for
em

ission
s

arc
in

a
quandary,"

M
r.

H
art

said.
A

ny
decision

that
they

m
ake

regarding
the

use
o

f
allow

ances
o

r
capital

investm
ent

is
a

"gam
ble,"

he
said,

since
they

d
o

n
o

t
know

w
hat

the
final

rules
m

ay
look

like.

S
om

e
utilities

m
ay

consider
strategies

such
as

deferring
the

com
pletion

o
f

scrubbers
and

thus
saving

capital
dollars

o
r

they
m

ay
look

to
the

use
o

f
higher

sulfur
coals,M

r.
H

art
said.

H
e

noted
that

steam
coal

prices
have

increased
dram

atically,
this

year,
largely

driven
by

export
dem

and
for

m
etallurgical

coal,
so

the
court

ruling
and

the
low

5
0

2
allow

ance
prices

could
benefit

the
high-sulfur

coal
m

arket.
S

tates,
how

ever,
m

ay
begin

to
m

e
petitions

w
ith

the
E

P
A

regarding
em

issions
transport

issues
from

upw
ind

w
hich

"could
p

u
t

a
dam

per
o

n
the

use
o

f
higher

em
itting

coals,"
M

r.
H

art
said.

S
hifting

values
for

high-sulfur
vs.

low
-sulfur

coal
are

also
likely

to
have

an
im

pact
o

n
the

carbon
allow

ance
m

arkets.
L

egislators,
industry

regulators,
and

all
m

arket
participants

m
ust

realize
that

the
efforts

to
deal

w
ith

clim
ate

ch
an

ge
in

volve
a

series
o

f
intricate,

interw
oven

factors;
each

can
affect

the
oth

er
and

carries
its

ow
n

m
easu

re
o

f
risk,

w
h

ich
can

som
etim

es
b

e
substantial.

-
S

am
uel

G
lasser,

B
lack

&
V

eatch

1Joh
n

D
izard,

"A
C

ostly
C

ap
on

U
tilities'

C
ap-and-T

rade
P

rogram
m

e,"
Fifloflcio/Tim

e.I,]uly
29,

2008.

P
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•W
estern

C
lim

ate
In

itiative
R

eleases
D

raft
P

lan
for

R
egion

al
R

egu
lation

o
f

G
reen

h
ou

se
G

as
E

m
ission

s
T

h
e

W
estern

C
lim

ate
Initiative

CW
CI)

o
n

July
23

released
its

fIrst
draft

design
for

im
plem

enting
a

regional
cap-and-trade

program
to

achieve
the

goal
o

f
reducing

greenhouse
gas

(G
H

G
)

em
issions

15
percent

below
2005

levels
by

2020.

O
riginally

established
by

the
W

estern
G

overnor's
A

ssociation
in

F
ebruary

2007,
the

W
C

I
is

a
collaborative

initiative
by

seven
w

estern
states

(A
rizona,

C
alifornia,

M
on

tan
a,N

ew
M

exico,
O

regon
,U

tah
,

and
W

ashington)
and

four
C

anadian
provinces

(B
ritish

C
olum

bia,M
anitoba,

Q
uebec,

and
O

ntario)
to

reduce
em

issions
o

f
six

G
H

G
s

(carbon
dioxide,

m
ethane,

nitrous
oxide,hydro

fluorocarbons,
perfluorocarbons,

and
sulfur

h
exaflu

orid
e)

in
their

p
ow

er
gen

eration
,industrial,p

etroch
em

ical,
and

transportation
sectors.T

h
e

scope
o

f
this

currentW
C

I
program

includes
approxim

ately
20

percent
o

f
the

U
nited

S
tates

econom
y,and

73
p

ercen
t

o
f

C
anada's

econ
om

y.

D
raft

D
esig

n
R

eco
m

m
en

d
atio

n
s

U
nder

the
W

C
I

draft
plan,

entities
and

facilities
annually

em
itting

10,000
m

etric
tons

or
m

ore
o

f
the

regulated
G

H
G

s,
m

easured
in

carbon
dioxide

equivalents,,vill
have

to
begin

reporting
their

2010
em

issions
in

early
2011.

T
h

e
cap-and-trade

program
w

ill
begin

in
2012

for
pow

er
generation,industrial

and
petrochem

ical
com

panies
em

itting
25,000

m
etric

tons
or

m
ore

o
f

carbon
dioxide

equivalent
G

H
G

s
each

year.
T

h
e

regulation
o

f
transportation

sector
em

issions
w

ould
not

begin
until

2015.

T
h

e
proposed

reach
o

f
the

em
issions

trading
program

w
ould

extend
outside

o
f

the
partner

state
boundaries

to
include

regulation
o

f
"fIrst

deliverers"
o

f
electricity

into
the

region,
but

w
ould

exclude
sources

that
com

bust
biom

ass
or

biofuels.
R

egulated
sources

w
ould

have
com

pliance
periods

o
f

three
years

in
w

hich
to

retire
allow

ances
equal

to
their

carbon
dioxide-equivalent

G
H

G
em

issions.

A
lthough

the
draft

plan
did

n
o

t
specify

an
em

issions
cap

for
the

initial
year

o
f

the
program

,it
provides

for
the

total
num

ber
o

f
allow

ances
that

com
prise

the
cap

to
decline

o
n

a
straight

line
basis

through
2020.

In
2015,

the
regional

cap
w

ill
include

expected
actual

em
issions

from
transportation

fuels
as

w
ell

as
residential,

com
m

ercial
and

industrial
fuels.

D
istrib

u
tio

n
an

d
U

se
o

fA
llow

ances
an

d
C

red
its

T
he

apportionm
ent

o
f

allow
ances

to
each

m
em

ber
state

and
province

has
yet

to
be

determ
ined,

but
\vill

likely
be

based
on

their
production

and
consum

ption
o

f
electricity,

as
w

ell
as

projected
population

grow
th

and
econom

ic
activity

am
ong

other
factors.

E
ach

W
C

I
partner

w
ill

decide
how

best
to

distribute
allow

ances
to

regulated
entities

w
ithin

its
ow

n
jurisdiction.

A
lthough

recom
m

endations
for

establishing
a

m
inim

um
percentage

o
f

allow
ances

that
m

ust
be

auctioned
w

as
deferred

until
the

fall
o

f
2008,

the
current

draft
does

provide
for

a
m

inim
um

percentage
o

f
auction

proceeds
to

be
directed

tow
ards

energy
effIciency

and
ren

ew
ab

le
energy

d
evelop

m
en

t
and

in
cen

tives,research
and

d
evelop

m
en

t
o

f
carbon

capture
an

d
storage,

and
prom

oting
reductions

and
carbon

sinks
in

agriculture
forestry

and
other

unregulated
sectors.

E
ach

partner
w

ill
have

discretion
to

aw
ard

credits
for

early
actions

undertaken
in

advance
o

f
2012,how

ever
W

C
I's

draft
plan

specifIes
thatall

such
early

reduction
credits

w
ill

com
e

out
o

f
that

partner's
allow

ance
budget.

O
ffsets

from
reductions

achieved
outside

o
f

the
regulated

program
m

ay
be

used
for

up
10

percent
o

f
a

covered
facility's

com
pliance

obligation.
B

anking
o

f
allow

ances
and

credits
w

ill
be

unrestricted,
how

ever
borrow

ing
from

the
future

w
ill

n
o

t
be

allow
ed.

P
age

6

Electronic Filing - Received, Clerk's Office, October 1, 2008 
                     * * * * * PCB 2009-021 * * * * * 



R
eactio

n
s

an
d

Im
p

licatio
n

s
S

hortly
after

releasing
the

draft
design,

W
C

I
held

a
stakeholder

m
eeting

w
hich

drew
m

ore
than

200
representatives

from
businesses,p

ow
er

com
panies,

public
utilities,

consultants
and

environm
ental

groups,
w

ith
another

250
participating

via
the

internet.
A

ll
participants

shared
interest

and
concerns

regarding
the

lack
o

f
details

in
the

draft
plan.

A
ttendees

from
utility

and
industrial

sectors
ptessured

the
W

C
I

for
m

ote
detailed

analysis
o

f
potential

econom
ic

im
pacts

o
f

the
proposed

cap-and-trade
program

,w
hile

labor
and

environm
ental

groups
sought

m
ore

specifics
about

the
auction

and
offset

strategies
being

recom
m

ended.
A

ll
these

groups
questioned

w
hy

W
C

I
recom

m
ended

delaying
regulation

o
f

transportation
sector

em
issions

until
2015.

W
hile

the
final

design
o

f
the

W
C

I
program

has
significant

im
plications

for
the

partner
states

and
provinces,

it
has

particular
im

portance
to

C
alifornia,w

hich
is

hoping
to

m
erge

its
ow

n
G

H
G

program
into

the
W

C
I

regim
e.

D
elaying

regulation
o

f
transportation

fuels
until

2015
and

the
absence

o
f

any
set-aside

allow
ances

for
early

reduction
efforts

is
clearly

inconsistentw
ith

the
m

andates
o

f
C

alifornia's
G

lobal
W

arm
ing

S
olutions

A
ct.

N
evertheless,

the
C

alifornia
A

ir
R

esources
B

oard
rem

ains
optim

istic
the

tw
o

program
s

can
be

linked
or

united
at

som
e

point
in

the
future.

If
the

W
C

I
is

successful
in

keeping
all

its
partner

states
and

provinces
fully

com
m

itted
to

the
regulatory

regim
e

w
hen

its
design

is
fm

afued,
it

could
set

a
precedent

for
a

national
G

H
G

program
and

beyond.
W

ith
an

additional
six

states,
tw

o
C

anadian
provinces,and

six
M

exican
states

signed
on

as
observers,

the
\x/C

I
has

the
potential

to
grow

into
a

N
o

rth
A

m
erican

m
arket

for
trading

o
f

G
H

G
credits.

W
C

I
is

accepting
w

ritten
com

m
ents

through
A

ugust
13,and

expects
to

finalize
its

draft
design

recom
m

endations
by

the
end

o
f

S
eptem

ber,w
hen

itw
ill

issue
a

roadm
ap

o
f

activities
and

m
ilestones

through
2009.

-
A

ndrew
C

.
B

yers,B
lack

&
V

eatch

R
G

G
I

C
arbon

M
arket

C
ou

ld
G

et
L

iq
u

id
ity

B
oost

from
N

ew
F

u
tu

res
an

d
O

p
tion

C
on

tracts
T

h
e

N
ew

Y
ork

M
ercantile

E
xchange,

Inc.,
announced

that
it

w
ill

launch
a

futures
contract

for
R

egional
G

reenhouse
G

as
Initiative

(R
G

G
I)

carbon
dioxide

allow
ance

futures
w

ith
the

opening
o

f
the

A
ugust

25
trading

session,
justone

m
o

n
th

before
the

first
quarterly

R
G

G
I

auction
scheduled

for
S

eptem
ber

25.

R
G

G
I

is
a

cooperative
effort

o
f

10
northeastern

states
to

reduce
C

O
,

em
issions

through
a

regional
cap-and­

trade
system

.
E

ven
though

the
first

auction
w

ill
n

o
t

be
held

until
early

fall,
over-the-counter

(O
T

C
)

trades
o

f
physical

allow
ances

w
ere

reported
as

early
as

last
M

arch.
O

th
er

O
T

e
trades

previously
occurred.

N
Y

M
E

X
w

ill
also

launch
a

related
options

contract
on

A
ugust

26.T
h

e
new

futures
contractw

ill
provide

for
physical

delivery
o

f
C

O
,

allow
ances

to
the

R
G

G
I

C
O

,
A

llow
ance

T
rading

S
ystem

and
w

ill
be

available
for

trading
nearly

around
the

clock.
T

h
e

size
o

f
the

futures
contractw

ill
be

1,000
R

G
G

I
allow

ances
w

ith
a

m
inim

um
price

fluctuation
o

f
.0.01

per
allow

ance.T
h

e
options

contract
can

be
exercised

into
the

underlying
futures

contract.

-
S

am
uel

G
lasser

P
age
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•H
ave

E
n

ergy
P

rices
P

eaked?
M

arket
B

egan
S

lid
in

g
in

L
ate

Ju
ly

T
h

e
spectacular

clim
b

in
oil

prices
over

the
past

year
appears

to
have

snapped.
D

aily
quotations

have
com

e
o

ffin
an

equally
dram

atic
m

anner
-

w
ith

nearly
$30

a
barrel

($5.15
per

m
illion

B
tus)

shaved
o

ff
o

f
the

peak
in

approxim
ately

tw
o

w
eeks.

(See
chart).

R
elated

carbon
m

arkets
have

responded
w

ith
a

steep
dow

nw
ard

slide.

T
h

e
relative

long-term
prices

o
f

prim
ary

energy
-

oil,
natural

gas,
and

coal
-

coupled
w

ith
the

severity
and

cost
o

f
new

clim
ate

change
legislation,

w
ill

be
o

f
the

utm
ost

im
portance

to
utility

planners
w

ho
w

ill
need

to
decide

how
to

fuel
new

generating
capacity.

Ifgas
prices

go
too

high,coal
becom

es
the

fuel
o

f
choice

even
w

ith
carbon

legislation.
In

tu
m

,
increased

coal
use

increases
the

dem
and

for
C

O
2

allow
ances,driving

allow
ance

prices
up.

If
the

potential
carbon

rules
are

too
onerous

or
the

governm
ent

fails
to

send
clear

signals
on

w
here

the
rules

are
headed,gas

w
ill

likely
be

chosen
as

at
least

an
interim

solution
in

order
to

keep
the

lights
on.

W
e

s
t

T
exas

In
term

ed
iate

C
ru

d
e

O
il,

N
atu

ral
G

as,
C

o
al

S
p

o
t

M
o

n
th

F
u

tu
res

P
rices

S
o

u
rce:

N
ew

Y
o

rk
M

ercan
tile

E
xch

an
g

e

$30.00
,
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
.
.
.
,

-
W

T
I

C
ru

d
e

O
il

-
N

atu
ral

G
as··H

en
ry

H
u

b

$25.00
1---L:::=-:.C"'A~P~P~C~O~.~I

j_----------:_-__:__;:;"

$20.00
·
1

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
7

"
"
"

"iiiE
$1S

.00
1

---'-"
"

.E-
$10.00

j
-
-
-
-
-
-
-
-
-
-
-
-
,
~
"
"
-
"
7
"
'
"
.
.
.
.
.
.
<
:
.
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
_
\
_
-
-
1

$5.00t===::::====:::===~:::=::::::::::===:::::=:::::;:::::;:::;="""":C:'::::\--.,o:

It
is

too
early

to
draw

any
conclusions

about
oil

price
direction,

but
it

seem
s

that
the

m
arket

has
finally

caught
up

w
ith

the
profound

im
pact

o
f

dem
and

destruction:
a

renew
ed

and
strong

dem
and

for
sm

aller
cars,

less
driving,and

a
loom

ing
U

.S.
recession

that
could

spread
to

the
rest

o
f

the
w

orld.
T

h
e

oil
m

arket
has

even
shrugged

o
ff

supply
events

that
otherw

ise
w

ould
have

likely
lifted

prices
--

tropical
storm

s
in

the
G

u
lf

o
f

M
exico

and
an

oil
pipeline

explosion.

N
atural

gas
prices

reversed
the

upw
ard

trend
prior

to
the

decline
that

w
e

have
experienced

in
oil

prices.
A

ctually,
the

run-up
in

natural
gas

prices
had

little
fundam

ental
evidence

to
support

it.
T

h
e

2007
hurricane

season
w

as
m

ild;
the

w
inter

w
as

n
o

t
cold;

and
U

.S.
natural

gas
production

actually
rose

in
2007.T

hese

P
age
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m
arket

fundam
entals

support
our

conclusion
that

oil
prices

have
been

a
significantinfluence

to
the

run-up
in

gas
from

justabove
$5

per
m

m
B

tu
late

last
sum

m
er

to
nearly

$14
justlastm

onth.

T
h

e
forw

ard
natural

gas
futures

pricing
curve

in
early

A
ugustis

foU
ow

ing
the

typical
seasonal

pattern,w
ith

prices
progressively

higher
for

the
faU

and
w

inter
m

onths
through

the
M

arch
'09

contract.
T

h
e

oil
to

natural
gas

price
ratio

stands
at

nearly
14

to
1,significantly

above
the

historical
average

ratio
o

f
8

to
1

or
9

to
1,and

the
d

irection
o

f
price

m
ovem

en
ts

in
b

oth
m

arkets
rem

ains
interesting.

O
u

r
fundam

ental
expectations

are
for

gas
prices

to
be

low
er

than
the

current
m

arket.T
h

e
key

questions
are:

1)
w

hat
w

iU
oil

prices
do?

and
2)

do
w

e
expect

the
oil-to-gas

relationship
to

w
iden

o
r

tighten
as

N
orth

A
m

erican
natural

gas
supplies

realign?
E

ven
though

volum
es

o
f

liquefied
natural

gas
stayed

aw
ay

from
U

.s.
shores

due
to

high
oil-linked

prices
for

L
N

G
elsew

here,
there

is
m

uch
optim

ism
w

ith
regard

to
the

prospects
for

shale
gas

and
other

non-conventional
production

in
the

U
nited

S
tates.

C
entral

A
ppalachian

coal
prices

have
seen

increased
volatility

since
they

crossed
the

$5
per

m
m

B
tu

line
in

m
id-June.

A
fter

spending
the

first
three

quarters
o

f
2007

in
sub-$2

territory,
prices

began
m

oving
upw

ard
in

2008,
alm

ost
hitting

$6
per

m
m

B
tu

early
this

sum
m

er.
Since

July
1,w

hen
energy

prices
w

ere
at

o
r

near
their

peak,
to

the
first

w
eek

o
fA

ugust,coal
has

faU
en

by
approxim

ately
$1.00

per
m

m
B

tu
or

17
percent,oil

is
dow

n
nearly

$4
per

m
m

B
tu

or
16

percent,
and

naturalgas
is

o
ffby

$4.74
per

m
m

B
tu,or

35
percent.

-
H

ua
F

ang,
B

lack
&

V
eatch

•E
u

rop
ean

Industry
F

ears
E

con
om

ic
F

allou
t

from
E

m
ission

s
T

rad
in

g
H

ow
is

the
E

uropean
U

nion
E

m
issions

T
rading

S
chem

e
(E

U
E

T
S

)
affecting

com
panies

in
E

urope
in

the
w

ake
o

f
the

increases
in

energy
costs

over
the

past
year?

Is
the

cap-and-trade
system

driving
the

desired
behaviors?

A
report

in
the

G
erm

an
m

agazine
D

erSpeigelon
July

17'gives
som

e
insight.

"
T

h
e

price
o

fE
uropean

em
ission

perm
its

is
rising

so
rapidly

that
G

erm
an

com
p

an
ies

are
threatening

to
leave

the
country.

T
housands

o
f

jobs
could

be
lost.A

n
d

the
environm

ent
m

ay,
in

the
end,

be
n

o
better

off.

"A
ccording

to
calculations

by
P

oint
C

arbon
--

a
N

orw
egian

com
pany

that
specializes

in
analyzing

global
pow

er,gas,and
carbon

m
arkets

--
this

price
hike

w
ould

drive
up

the
m

arginal
cost

o
f

energy
from

an
old

brow
n

coal
pow

er
plant

by
the

entire
price

o
f

carbon.
F

o
r

m
odern

natural
gas

pow
er

plants,it
w

ould
increase

prices
by

a
third.

E
nergy

com
pany

R
W

E
,

w
hich

is
based

in
the

G
erm

an
city

o
f

E
ssen,

reckons
it

alone
w

ill
have

to
pay

€9
billion

(
14.2

billion)
for

its
ow

n
electricity

production,w
hich

it,o
f

course,,viti
pass

o
n

in
higher

electricity
prices.

So
carbon

trading
,viti

have
a

direct
im

pactin
w

hich
countries

firm
s

ch
ose

to
locate,"

T
h

e
m

arket
for

E
U

carbon
aU

ow
ances

(E
U

A
s)

has
alw

ays
been

heavily
influenced

by
energy

prices
and

their
daily

fluctuations
-

particularly
natural

gas,coal,
and

electricity
prices.

T
h

e
m

arket,
how

ever,
this

year
has

taken
a

m
ore

direct
day-to-day

lead
from

the
soaring

oil
prices

and
their

im
pact

on
operating

costs
for

business
and

industry.

O
f

course,
m

uch
o

f
the

im
pact

o
f

oil
is

felt
via

the
price

o
f

natural
gas.

G
as

closely
foU

ow
s

oil
and,

w
hen

rising,it
b

ecom
es

ch
eap

er
for

p
ow

er
com

p
an

ies
to

sw
itch

from
gas

to
coal.T

h
is,in

turn,
requires

m
ore

em
ission

perm
its

for
every

unit
o

f
pow

er
produced,

thus
raising

dem
and

for
E

U
A

s.

2
http://w

\V
\\',spicgcl.c1c

linternational/b
u

sin
css/O

1
jt8

5(J04-ll
aO

.hrm
l

P
age

9

Electronic Filing - Received, Clerk's Office, October 1, 2008 
                     * * * * * PCB 2009-021 * * * * * 



Itis
interesting

to
note

that
the

price
o

fE
U

A
s

have
fallen

sharply
during

the
lastw

eek
o

fJuly/fIrstw
eek

o
f

A
ugust

follow
ing

the
drop

in
oil

prices,
show

ing
the

high
sensitivity

o
f

the
carbon

allow
ances

m
arket

to
the

price
o

f
the

dom
inant

energy
com

m
odity.

G
enerally,volatility

has
been

the
order

o
f

the
day

in
July

as
can

be
seen

in
the

accom
panying

chart
o

f
the

differential
betw

een
E

U
A

allow
ances

futures
contracts

traded
in

L
ondon

and
N

ew
Y

ork.E
U

A
F

u
tu

res
S

p
read

:
E

C
X

m
in

u
s

N
Y

M
E

X
D

ecem
b

er
2008

C
o

n
tract

S
o

u
rce:

E
u

ro
p

ean
C

lim
ate

E
xch

an
g

e/N
Y

M
E

X

€
2

.0
0
,
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
,

€
1.50

+
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
1

€
1.00

-
-
-
1

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

a
€

0.50
-

-
-
-
-

-1-,--11--11
o'0c~'+I

eo.oo

(€
0.50)

-
-
-
1

/
-
-
-
-
-
-
-
'
-
-
-
"
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

-
-
-

-
-
-

(€
1.00)

j
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
I
-
-
-
-
-
]

(€
1.50)

1
-

-
-
_

-
-
-
_

-
-
_

-
-
-
_

-
-
_

-
-
_

-
-
-
-
-
-
_

-
-
_

-
-
'

3
/1

7
/2

0
0

8
3

/3
1

/2
0

0
8

411412008
4

/2
8

/2
0

0
8

5/1212008
5

/2
6

/2
0

0
8

6/912008
6/23/2008

7f71200B
7

/2
1

f2
0

0
8

8/4/2008

T
h

e
excerpts

from
the

V
er

Speigelarticle
confIrm

fears
voiced

at
the

rim
e

o
f

the
inception

o
f

the
E

U
E

T
S.

A
report

published
in

2007
by

C
arbon

S
trategies',

a
research

group
com

prising
the

C
entre

International
de

R
echerche

sur
l'E

nvironnem
ent

et
Ie

D
evelopem

ent
and

the
E

lectricity
P

olicy
R

esearch
G

ro
u

p
at

the
U

niversity
o

f
C

am
bridge

suggested
that

the
E

U
E

T
S

faces
challenges

that
potentially

underm
ine

its
environm

ental
effectiveness

and
credible

survival
beyond

2012.

T
h

e
report

said
that

the
m

ost
signifIcant

o
f

the
challenges

to
the

E
U

E
T

S
is

addressing
the

issue
o

f
industrial

com
petitiveness

relative
to

com
panies

based
outside

the
E

U
.

C
oncern

about
loss

o
findustrial

com
petitiveness

is
one

o
f

the
m

ain
obstacles

to
governm

ents
adopting

stringent
clim

ate
policies,

the
report

stated.
G

overnm
ents

fear
that

policies
applied

to
dom

estic
energy-intensive

industries
w

hich
m

ust
com

pete
against

com
panies

located
in

regions
w

ithout
sim

ilar
clim

ate
policies

could
result

in
the

loss
o

f
profitability

and
m

arket
share.

A
s

the
m

ove
from

a
block

allocation
o

f
perm

its
to

the
auctioning

o
f

perm
its

draw
s

closer
these

concerns
are

only
likely

to
increase.

S
tarting

in
2013,

the
inception

o
f

the
third

trading
period

o
f

the
E

U
E

T
S

,
every

E
uropean

com
pany

w
ill

have
to

acquire
pollution

perm
its

from
a

central
m

arketplace
sim

ilar
to

a
stock

or
com

m
odity

exchange.
S

o
far

the
perm

its
have

been
handed

out
for

free,
or

largely
free

w
ith

com
panies

using
the

m
arket

to
either

sell
excess

perm
its

to
purchase

the
additional

perm
its

that
their

operations

.1
http://'\vw,,\'.climat(,-srr::l[e~Ties..o.r~~!uploads(C()mp(,r

rcp01:t
070S

30.p
d

f

P
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10

Electronic Filing - Received, Clerk's Office, October 1, 2008 
                     * * * * * PCB 2009-021 * * * * * 



require.
In

the
com

ing
m

onths,
the

E
uropean

C
ouncil

and
E

uropean
P

arliam
ent

are
supposed

to
give

their
blessings

for
the

E
uropean

C
om

m
ission's

plans.
A

nd
then

the
pressure

to
relocate

abroad
w

ill
likely

rise
for

affected
G

erm
an

firm
s.

C
om

panies
in

energy-intensive
industries

are
already

looking
to

relocate
to

places
outside

o
f

the
em

issions
trading

zone
to

m
anage

their
costs

and
m

aintain
com

petitiveness.
S

uggested
solutions

to
this

are
the

creation
o

f
a

sector-specific
allocation

o
f

perm
its

to
better

address
industrial

com
petitiveness.

-
C

hris
S

cott,B
lack

&
V

eatch

•W
ater

in
P

leasan
tville

(and
O

th
er

P
oin

ts
ofln

terest)
T

h
at

upholder
o

f
conventionalvalues,The

Rtader's
D

igest,w
ith

the
idyllic

post
office

address
o

f
P

leasantville
(the

m
agazine

is
located

elsew
here

b
u

t
the

founder
liked

the
sound

o
f

P
leasantville)

asks,"Is
A

m
erica

running
ou

t
o

fw
ater?"

-l
T

h
e

picture
on

the
op

p
osite

page
sh

ow
s

an
orange

su
n

set
over

a
d

ep
leted

reservoir,
in

w
hich

a
boat

sits
atop

a
cracked

m
ud

bottom
.

L
ake

M
ead

could
run

dry
by

2021
the

article
says.

C
lim

ate
change

in
the

southw
estw

ould
lead

to
m

ore
evaporation

and
m

ore
dem

and
for

w
ater.T

he
governor

o
f

G
eorgia

and
a

250-voice
chorus

prayed
for

rain
during

a
recent

drought.
L

ess
religious

officials
have

launched
w

ater
conservation,

recycling
and

supply
m

anagem
ent

program
s.

W
hat's

the
big

deal,
you

ask?
Y

ou've
heard

m
ost

o
f

this
before.

T
rue.

T
h

e
big

deal
is

that
a

m
ass

circulation
publication

thinks
that

this
is

som
ething

to
w

rite
about.

Industry
people

tend
to

talk
to

each
other.

M
ass

m
edia

gets
the

m
essage

out.

F
inancial

C
orner

V
enture

capital
firm

s
have

turned
their

attention
to

alternative
energy,w

hich
received

about
10

percent
o

f
venture

capital
dollars

in
2007,

tw
ice

the
average

o
f

the
previous

five
years.;

T
h

at
num

ber,
probably,

does
n

ot
include

in
vestm

en
t

in
firm

s
thatw

ill
p

rod
u

ce
n

ew
com

m
u

n
ication

s
and

m
etering,

or
oth

er
services.

A
sam

ple
o

f
three

top
V

C
firm

s
show

s
that

alternative
energy

investm
ent

deals
in

17
m

onths
from

January
2007

exceeded
every

o
th

er
sector

in
volum

e.
T

hey
believe.

F
ollow

the
m

oney.

M
m

m
facturing

O
p

in
io

n
M

any
m

oons
ago,

the
public

relations
chiefo

fM
obil

O
il

decided
that

if
the

new
spapers

w
ould

n
o

t
pay

attention
to

M
obil's

view
s,

he
w

ould
present

those
opinions

to
the

public
as

advertisem
ents.

M
obil

putits
view

s
into

an
advertisem

ent
that

alw
ays

appeared
in

the
low

er
right

corner
o

f
the

page
opposite

the
editorials

in
the

N
ew

York
Tim

es.
M

obil
provided

serious
com

m
entary,undisguised.

T
h

e
reader

knew
w

ho
furnished

the
opinion,w

ho
paid

for
it,and

nobody
pretended

orhe!\vise.

B
u

sin
esses

today
set

up
fronts,

instead,m
aybe

a
"grass

roots"
organization

or
a

"think
tank,"

usually
adorned

w
ith

a
patriotic

and
high

sounding
nam

e,
such

as
A

m
ericans

for
the

C
leanest

P
ossible

E
conom

ically
C

om
petitive

E
nergy.

T
h

e
organizations

have
w

eb
sites,and

they
issue

predictable
opinions

and
predictable

studies.
S

om
e

o
f

them
hire

prom
inentpeople

to
do

public
relations

and
bear

w
itness.

L
et's

say
that

your
firm

em
its

toxic
"gunk"

that
pollutes

rivers.
Y

ou'd
like

to
encourage

the
idea

thatgunk
enriches

the
en

viron
m

en
t.

Y
ou

've
con

vin
ced

the
ex-p

resid
en

t
o

f
the

International
S

ociety
for

the
P

revention
o

f
C

ruelty
to

lliver
C

atfish
that

gunk
m

akes
catfish

healthier
and

w
ant

to
get

him
on

the
road

telling
your

side
o

f
the

story,
but

w
ho

w
ould

believe
h

im
ifyou

sponsored
the

presentations?
W

hat
to

do?

-lJoseph
K

.
V

etter,"D
ry

T
im

es,"
Reader's

D
igut,M

ay
2008,p.120.

5
"

T
ech

n
ology

Strategy:
W

hat
D

o
es

V
C

A
ctivity

Suggest
about

F
uture

G
row

th
O

pportunities?:'
B

ernstein
R

esearch,June
19,

2008,
p.3.

P
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F
u

n
d

a
nonprofitgrass

roots
organization,A

m
ericans

for
N

aturally
H

ealthy
C

atfish,give
it

,10
m

illion
and

have
it

p
u

t
the

catfish
m

an
o

n
the

road.

I
bring

this
u

p
b

ecau
se

alm
ost

every
energy

or
en

viron
m

en
tal

n
ew

s
item

,n
ow

ad
ays,

features
tw

o
q

u
otes,

one
from

an
obviously

pro-environm
ental

organization,
often

one
thatyou

have
heard

of,and
another

quote,
usually

skeptical
o

f
environm

ental
regulation

or
changes

in
energy

policy
that

w
ould

n
o

t
benefit

in
cu

m
b

en
t

energy
com

p
an

ies,
from

an
organization

w
ith

a
patriotic

nam
e.

\V
e

k
n

ow
that

the
N

ation
al

A
udubon

S
ociety

represents
thousands

o
f

people
w

ho
w

ant
to

protectw
ildlife.

W
h

o
m

does
the

patriotically
nam

ed
entity

represent?

L
ast

year,
I

heard
a

presentation
in

w
hich

the
speaker

advocated
som

ething
he

and
his

old
organization

had
opposed

vigorously.
N

othing
w

rong
w

ith
that.

B
ut

being
o

f
a

suspicious
turn

o
f

m
ind,

I
asked

m
yself,

"W
h

o
funds

him
?"

It
appears

that
the

industry
w

hose
product

he
now

advocates
put

up
a

bundle
to

establish
his

grass
roots

organization.
A

ren't
people

entitled
to

know
?

L
ast

m
onth,

after
A

l
G

ore's
latest

presentation
(m

ore
o

n
that

later)
I

noticed
tw

o
anti-G

ore
com

m
ents,

one
in

an
op-ed

piece
and

o
n

e
in

a
new

s
story,each

from
an

im
pressively

nam
ed

think
tank.

I
found

that
a

lot
o

f
the

sam
e

people
and

organizations
contribute

to
b

o
th

think
tanks,

and
their

charters
are

such
that

they
do

n
o

t
even

m
ake

a
pretense

o
f

looking
atissues

objectively.
S

houldn't
the

new
s

organizations
tell

us
this

before
accepting

the
quote?

Several
years

ago,a
distinguished

econom
ist

and
I

proposed
to

do
a

study
for

a
w

ell-know
n

W
ashington

think
tank,

o
n

a
topic

o
f

interest
to

the
organization.

T
h

e
think

tank
people

rejected
the

proposal,
they

said,
because

w
e

did
not

tell
them

w
hat

the
study

w
ould

conclude.
W

e,innocently,
thought

that
the

purpose
o

f
the

study
w

as
to

find
the

answ
er.

T
hey

seem
ed

to
view

the
study

as
a

decoration
to

hang
on

a
pre­

determ
ined

answ
er.

W
e

found
other

things
to

do.

S
o

back
to

M
obil.

Itw
as

an
ad.

B
ut

it
w

as
an

honest
ad.

T
h

e
A

I
G

ore
E

ffect
H

e
did

itagain.
H

e
m

ade
a

speech
in

W
ashington,D

.C
.

in
w

hich
he

advocated
that

the
electric

industry
get

o
ff

carbon
fuels

w
ithin

10
years.'

(I
think

thatT
.

B
oone

P
ickens

has
com

e
o

u
t

for
som

ething
sim

ilar,
but

he
gets

m
ore

respectful
treatm

ent.)
R

eporters
did

w
hat

they
alw

ays
seem

to
do

now
adays:

geta
quote

from
som

eone
affiliated

w
ith

an
environm

ental
group

("W
e

need
to

change
the

debate...from
w

hatw
e

can't
do

to
w

hat
w

e
can'')

and
from

a
representative

o
f

one
o

f
those

think
tanks

that
also

has
a

predictable
line

(''W
e

couldn't
com

e
close..."

)'
R

ight
after

that,
the

internet
blog

attack
began,apparently

sponsored
by

another
think

tank
that

receives
support

from
the

sam
e

sources
that

support
the

think
tanker

that
didn't

like
the

idea.
T

h
e

attackers
produced

a
M

ichael
M

oore-style
film

clip
that

show
ed

that
the

G
o

re
fam

ily
and

m
any

attendees
at

the
speech

did
n

o
t

take
public

transit
to

the
G

o
re

presentation.
T

h
at

m
ade

for
an

am
using

show
,

but
did

n
o

t
advance

the
discussion.

A
fter

all,A
l

G
o

re
is

a
retired

politician
turned

venture
capitalist,

n
ot

M
oth

er
T

eresa,
so

let's
n

ot
criticize

him
for

n
ot

b
ein

g
w

h
at

h
e

isn't,and
stick

to
the

issu
es,

please.

F
rom

an
environm

ental-political
strategy

standpoint,A
l

G
o

re
chose

the
right

target.
E

lectric
com

panies
accou

n
t

for
one-third

o
f

carbon
em

issions,and
they

m
ake

easier
targets

than
vehicles

ow
ners

or
industrial

con
cern

s.
M

ost
o

f
th

e
tim

e,
they

can
pass

on
costs

to
con

su
m

ers,and
ren

ew
ab

le
p

ortfolio
standards

have
p

u
t

the
industry

o
n

the
path

to
less

carbon,anyw
ay.

C
onsidering

the
costs

o
f

new
generation

already
facing

the
industry,

the
renew

able
standards

and
the

age
o

f
facilities

already
in

operation,m
aybe

going
o

ffcarbon
altogether

w
ould

n
o

t
m

ake
as

big
a

difference
as

one

6
D

ina
C

appeilo,"G
ore

C
alls

for
H

istoric
U

.S.
E

ffort
to

Sw
itch

to
N

ew
E

nergy
Sources,"

The
jouJ'!/a/N

eW
I,July

18,
2008,

p.
5B

.

7
F

iona
H

arvey,"G
ore

Seeks
100%

G
reen

E
nergy,"

F
iflallcia/T

im
es,july

18,2008,
p.3.

P
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m
ight

think.
N

ew
coal-fired

plants
w

on't
be

cheap
either.

M
aybe

h
o

w
m

uch
extra

the
cost

depends
o

n
tim

ing.
B

y
the

end
o

f
10

years,
som

e
o

f
those

objectionable
plants

w
ill

reach
antique

status.

T
h

e
electric

industry,
in

its
previous

stab
atgood

carbon
citizenship,

said
that

it
opposed

being
singled

out.
In

o
th

er
w

ords,it
did

n
o

t
oppose

carbon
reduction

m
easures,in

theory,
as

long
as

everyone
else

reduced
output.

D
id

industry
people

really
believe

that
the

industry
w

ould
n

o
t

be
singled

out?
\'(1110

said
life

w
as

fair?

N
o

w
for

the
reactions.

E
nvironm

entalists
--

the
sm

art
ones--

,villadm
it

the
difficulty

o
f

the
goal,

but
point

to
A

m
erica's

ability
to

achieve
difficultgoals.

O
thers

w
ill

produce
studies

to
show

that
w

e
can

reach
the

goals
in

a
cost-free

m
anner,

or
w

ith
little

difficulty.
T

h
e

opponents
w

ill
explain

w
hy

reaching
the

goals
either

cost
too

m
uch

or
are

im
possible

in
the

10-year
tim

e
fram

e.

W
ill

the
electric

industry
say

anything,
hope

that
the

issue
goes

aw
ay,

bank
o

n
opposition

from
coal

state
legislators,o

r
reply

w
ith

the
usual

stuff?
A

nyw
ay,w

ho
is

A
l

G
ore,now

adays?
N

o
b

o
d

y
official,

for
sure.

B
ut

neither
w

as
R

alph
N

ader,
R

achel
C

arlson,
H

arriet
B

eecher
S

tow
e,Ida

T
arbell,

or
U

p
to

n
Sinclair.

C
rusaders

do
affect

business
as

w
ell

as
public

policy.

W
hat

happens
if,

after
N

ovem
ber,A

l
G

ore's
opinions

begin
to

affect
public

policy?
T

h
at

leads
to

m
y

suggestion
for

corporate
strategy.

E
very

energy
com

pany
should

establish
a

task
force

that
m

eets
far

from
the

m
ain

office,w
ith

a
staffo

f
the

brightest
and

m
ost

flexible
em

ployees.T
h

e
electric

com
pany

should
em

pow
er

the
task

force
to

w
rite

a
corporate

policy
statem

ent
that

begins,"T
hat's

a
g

o
o

d
idea,

A
I.

L
et's

talk
about

how
to

get
there.

L
et's

talk
about

how
tim

ing
m

akes
a

difference,
too."

T
h

e
natural

gas
com

pany
task

force
sh

ou
ld

ask,
"

H
o

w
\.vill

the
sh

ift
o

f
gas

sales
aw

ay
from

electric
generation,

ou
r

fastest
grow

in
g

m
arket,

op
en

up
n

ew
op

p
ortu

n
ities

for
us?'l

T
h

e
coal

producers
m

ight
have

to
ask,

H
C

an
w

e
turn

ou
r

product
into

som
ething

that
people

w
ant,

or
do

w
e

sell
it

overseas
to

happy
polluters?"

If
you

view
this

as
a

preposterous
scenario,

n
o

t
w

orth
insuring

against
or

preparing
for,

take
a

look
at

those
people

puffing
aw

ay
outside

the
m

ain
door

o
f

your
office

building,
the

ones
that

have
to

go
out

for
a

sm
oke

in
the

m
idclle

o
f

the
,vinter.T

hey
did

n
o

t
end

up
out

there
because

the
cigarette

com
panies

planned
it

that
w

ay.
A

m
ulti-decade

crusade
m

ade
it

happen.If
you

start,vith
Jam

es
H

ansen's
first

w
arnings

about
clim

ate
change,

then
w

e
are

already
20

years
into

the
crusade,w

ith
m

ore
decades

to
go.

-
L

eonard
S.

H
ym

an

•A
b

ou
t

the
C

ontributors

L
eonard

S.
H

ym
an,

a
financial

analyst
and

econom
ist

specializing
in

public
utility

finance,
regulation

and
econom

ics,is
a

senior
advisor

to
B

lack
&

V
eatch,and

editor-in-chiefo
f

B
lack

&
V

eatch's
P

athfind,rand
E/lergy

Strategies
reports.

P
reviously,as

senior
industry

advisor
to

the
G

lobal
P

ow
er

G
ro

u
p

at
S

alom
on

S
m

ith
B

arney,he
advised

o
n

industry
restructuring

projects.
B

efore
that,

he
headed

the
utility

research
group

at
M

errill
L

ynch,,vith
responsibility

for
coverage

o
f

energy
and

telecom
m

unications
utilities.W

hile
at

M
errill

L
ynch,

he
participated

in
privatization

team
s

for
com

panies
in

the
U

K
,S

pain,M
exico,B

razil,and
A

rgentina.
M

r.
H

ym
an

is
author,

co-author
or

editor
o

f
six

books:
E/lergy

R
isk

M
a/lagem

"'t:
A

P
rim

erfor
the

U
tility

I
/
l
d
/
l
s
t
r
y
,
A
m
"
i
c
a
~

E
lectric

U
tilities:

Past,
P

res",ta/ld
F

/lt/lre,
The

P
rivatizatio/l

ojP
/lblic

U
tilities,

The
N

ew
Telec01/lf/lll1licatio/ls

I/ld/lstry
,The

W
ater

B/lsi/less,
and

U
/llocki/lg

the
B

m
ejits

ojR
tstrtlct/lri/lg:A

B
I/leprintfor

Transm
issio/l.

M
r.

H
ym

an
is

a
C

hartered
F

inancial
A

nalyst
(C

FA
).

H
e

received
a

bachelor
o

f
arts

degree
from

N
ew

Y
ork

U
n

iversity
an

d
a

m
aster

o
f

arts
in

econ
om

ics
from

C
orn

ell
U

niversity.
Y

ou
can

reach
L

eonard
at

631-348-4090.

S
am

uel
G

lasser
edits

the
P

athfi/lder
clim

ate
change

new
sletter

and
other

publications
for

B
lack

&
V

eatch's
E

nterprise
M

anagem
ent

S
olutions

division.
B

efore
joining

the
com

pany,
he

served
w

ith
the

N
ew

Y
ork

M
ercantile

E
xch

an
ge

corporate
com

m
u

n
ication

s
departm

ent
for

15
years

execu
tin

g
m

ost
internal

and

P
age
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external
w

riting
assignm

ents,including
articles

for
outside

publication,
the

annual
report,

speeches,
the

m
onthly

new
sletter,brochures,and

other
m

aterials.P
reviously,

he
w

as
the

energy
editor

at
the

j01lm
alof

Com
m

erce
w

here
he

w
rote

extensively
o

n
all

facets
o

f
the

energy
industry

and
covered

the
chem

ical
m

arkets.
H

e
began

his
career

at
The

Star-Ledger
in

N
ew

ark,
N

.j.,as
a

general
assignm

ent
reporter.

H
e

holds
a

bachelor
o

f
arts

in
history

from
the

U
niversiry

o
f

B
ridgeport.

Y
ou

can
reach

S
am

at
631-348-4090,

ext.
222

or
by

e­
m

ail
at

glasscrs({i)bY
.com

.

B
rent

F
ranzel

is
a

principal
at

C
ardinal

P
oint

P
artners,L

L
C

,a
full

service
governm

ent
relations

ftrm
representing

corp
oration

s,
m

unicipal
govern

m
en

ts,universities
and

oth
er

clients
b

efore
C

on
gress

and
F

ederal
agencies.

H
e

has
nearly

30
years

o
f

experience
in

federal
and

state
governm

ent
and

governm
ent

relations.
H

e
began

his
career

in
1981

o
n

the
legislative

staffo
f

then
M

issouri
G

ov.
C

hristopher
S.B

ond,
and

later
served

o
n

lvIr.
B

ond's
staffupon

his
election

to
the

U
.S.

S
enate.

lvIr.
F

ranzel
also

served
as

a
subcom

m
ittee

staffdirector
o

n
the

S
enate

B
anking,H

ousing
and

U
rban

D
evelopm

ent
C

om
m

ittee.
H

e
is

a
graduate

o
f

the
U

niversity
o

f
M

issouri
and

the
D

u
k

e
U

niversity
S

chool
o

fL
aw

.
H

e
can

be
reached

at
b

fr:\Ilzcl@
card

in
alp

oin
t.com

.

A
ndrew

C
.

B
yers

is
an

associate
vice

president
in

B
lack

&
V

eatch's
energy

business
w

ith
24

years
o

f
energy

and
en

viron
m

en
tal

exp
erien

ce.
H

e
serves

as
the

division's
legislative

and
regulatory

policy
advisor)

as
w

ell
as

a
sen

ior
project

m
an

ager
for

its
en

viron
m

en
tal

health
and

safety
b

u
sin

ess.
H

e
previously

served
as

assistant
general

counsel
w

ith
the

M
issouriD

epartm
ento

fN
arural

R
esources,and

has
w

orked
for

an
international

oil
and

gas
exploration

com
pany

as
a

title
attorney

in
the

southw
estern

U
nited

States.
H

e
holds

a
bachelor

o
farts

degree
in

speech
com

m
unication

from
U

niversity
o

fM
issouri,and

a
juris

doctor
degree

from
the

U
niversity

o
f

T
ulsa

C
ollege

o
fL

aw
.Y

ou
can

reach
A

ndy
at

(913)
458-2985

or
bye-m

ail
at

bycrsac@
bv.coll1.

H
ua

F
ang, is

a
principal

consultantw
ith

the
E

nterprise
M

anagem
entS

olutions
division

o
fB

lack
&

V
eatch.

H
er

expertise
is

in
fundam

ental
m

arket
assessm

ent,
derivative

asset
pricing,econ

om
etrics

m
odeling)

and
stochastic

processes.
She

has
led

engagem
ents

at
B

lack
&

V
eatch

in
assessing

the
natural

gas
m

arketusing
rigorous

econom
ic

m
odels,

designing
M

onte-C
arlo

fram
ew

orks
to

sinnulate
com

m
odity

price
behavior,and

valuing
energy

assets
o

r
contracts

w
ith

com
plex

physical
attributes.

D
r.

F
ang

holds
a

bachelor
o

farts
and

m
aster

o
f

arts
degree

in
international

finance
from

P
eople's

U
niversity

o
f

C
hina,in

B
eijing,and

a
m

aster
o

f
arts

and
P

h.D
.

in
econom

ics
from

the
U

niversity
o

f
V

irginia.
She

can
be

contacted
at

F
angh@

bv.com
.

C
hris

S
cott

took
up

the
post

o
f

m
anaging

director
for

the
E

u
ro

p
e

and
M

iddle
E

ast
R

egion
o

f
B

lack
&

V
eatch's

w
ater

business
in

January
2008.

P
rior

to
this,

C
hris

held
a

variety
o

f
senior

positions
,vithin

the
com

pany's
U

K
w

ater
operations.

H
e

is
also

the
cham

pion
for

B
lack

&
V

eatch's
S

ustainable
S

olutions
initiative.

C
hris

graduated
from

Im
perial

C
ollege

in
L

ondon
in

1983
and

has
w

orked
in

the
w

ater
industry

in
the

U
K

and
overseas

since
joining

B
lack

&
V

eatch
in

1984.
H

e
spent

five
years

in
H

o
n

g
K

ong
in

the
1990s

and
has

w
orked

in
m

any
countries

o
fA

sia.
C

ontact
C

hris
atscottc!a)bv.com

.

R
ichard

J.
R

udden
leads

the
E

nergy
Industry

practice
,vithin

the
E

nterprise
M

anagem
ent

S
olutions

division
o

fB
lack

&
V

eatch,
and

is
a

B
lack

&
V

eatch
senior

vice
president

and
executive

sponsor
for

Pathfi/lder.A
n

econom
ist

by
training,lvIr.

R
udden

has
provided

strategy,
organizational,

ftnancial
and

regulatory
consulting

services
to

the
N

o
rth

A
m

erican
and

global
energy

industries
for

over
35

years.
H

e
began

his
career

at
C

an
E

d
ison

in
the

areas
o

f
electricity,

natural
gas

and
district

heating
op

eration
s,

rates,
forecasting,

planning,and
m

arketing,and
has

con
tin

u
ed

p
rovid

in
g

con
su

ltin
g

services
in

th
ese

and
oth

er
areas

since.
H

e
has

served
as

an
advisor

and
expert

,vitness
o

n
utility

and
energy

m
atters

throughout
the

U
.S.

and
C

anada
in

num
erous

regulatory,
bankruptcy

and
civil

court
proceedings,inclucting

the
F

E
R

C
.

C
ontact

R
ich

at
631-348-4090

or
by

e-m
ail

atruddenrj@
bv.com

.

P
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•C
lassified

s
B

lack
&

V
eatch

's
M

an
ag

em
en

t
S

u
ccessio

n
P

lan
n

in
g

S
en

'ice
A

d
d

resses
A

g
in

g
W

o
tk

fo
rce

C
h

allen
g

es
T

h
e

B
&

V
M

anagem
ent

S
uccession

P
lanning

solution
solves

b
o

th
im

m
ediate

needs
for

leadership
or

technical
exp

ertise
and

ad
d

resses
lon

ger-term
n

eed
s

for
p

erm
an

en
t

su
ccessors

for
retiring

staff.
T

h
e

M
anagem

ent
S

uccession
P

lanning
Service

provides
clients

w
ith:

•
M

an
agem

en
t

su
ccession

review
and

h
u

m
an

resou
rces

p
lan

n
in

g
services

•
T

h
e

industry's
m

o
st

com
prehensive

portfolio
o

f
recently

retired
executives

from
w

hich
to

choose
a

candidate

•
N

o
burdensom

e
salary

and
benefits

adm
inistration

associated
w

ith
contract

em
ployees

•
Full

access
to

B
lack

&
V

eatch's
know

ledge
and

resources

•
M

ultiple
hiring

options
such

as
a

fL
xed-tim

e
contract,

an
open-ended

contract,retaining
the

individual
for

perm
anent

placem
ent,

or
scheduling

a
series

o
f

different
m

anagers
as

part
o

fa
m

entoring
program

F
o

r
inform

ation
contactT

o
m

R
esh,

S
olution-S

etL
ead

for
B

lack
&

V
eatch's

M
anagem

ent
S

uccession
P

lanning
Service.

T
el:

949-584-5123,
em

ail
R

eshT
J@

bv.com
.

B
lack

&
V

catch
N

E
R

C
C

y
b

er
S

ecu
rity

C
o

m
p

lian
ce

G
IL

ide
T

h
e

new
B

lack
&

V
eatch

C
yber

S
ecurity

M
anagem

ent
service

includes:
(1)

U
tilizing

subject
m

atter
experts

to
identify

critical
assets

and
to

understand
the

param
eters

used
to

classify
assets,

(2)
P

erform
s

a
vulnerability

assessm
ent

on
existing

assets,
(3)

P
rovides

specific
feedback

and
m

itigation
recom

m
endations

o
n

all
deficiencies

and
helps

develop
and

deploy
a

policy
to

m
eet

or
exceed

N
E

R
C

C
IP

guidelines,
(4)

O
ffers

insight
on

h
o

w
to

m
aintain

a
h

olistic
view

o
f

p
rotection

for
all

o
f

the
enterprise's

critical
cyber

assets,
(5)

C
reates

a
roadm

ap
for

establishing
and

m
aintaining

a
robust

security
initiative

and
an

ongoing
readiness

culture
throughout

the
organization,

(6)
A

ddresses
the

cyber,physical
and

hum
an

resource
aspects

o
f

com
pliance

along
,vith

docum
entation,

incident
reporting

and
ongoing

m
aintenance.

T
o

obtain
a

copy
o

f
the

B
lack

&
V

eatch
N

E
R

C
C

yber
S

ecurity
S

tandards
C

om
pliance

G
uide

please
send

an
em

ail,vith
your

contactinform
ation

to
C

ybcrS
ecuritv@

bv.com
,o

r
call

G
ary

L
ayton

at
(631)

348-4090,ext.
210.

C
u

sto
m

R
atem

ak
in

g
S

em
in

ar
-

A
n

In
tro

d
u

ctio
n

to
R

ate
D

ev
elo

p
m

en
t

an
d

R
ate

D
esig

n
E

n
terp

rise
M

an
agem

en
t

S
olu

tion
s

an
n

ou
n

ces
its

cu
stom

-d
esign

ed
ratem

aking
sem

in
ar

for
p

resen
tation

to
utility-specific

rate
departm

ent
em

ployees.T
h

e
central

purpose
o

fR
udden's

B
asic

R
atem

aking
S

em
inar

is
to

teach
the

best
practices

used
for

integrating
all

o
f

the
required

disciplines
-

A
ccounting,E

ngineering,
P

lanning
and

the
R

ate
D

epartm
ent

-
into

a
unified

team
to

support
corporate

rate
and

regulatory
goals.

T
h

e
sem

inar
achieves

this
goal

through
hands-on,

practical
approaches

to
all

o
f

the
elem

ents
o

f
the

ratem
aking

p
rocess

-
revenue

req
u

irem
en

ts
d

eterm
in

ation
,

cost
o

f
capital

and
rate

o
f

return,
d

ep
reciation

,
cost-of­

service,
u

n
b

u
n

d
lin

g,
cost

allocation
,

the
elem

en
ts

o
f

rate
d

esign
,and

a
review

o
f

alternative
regulatory

m
odels.

F
o

r
inform

ation,contact
D

iana
T

abacco-P
eterson

at
631.348.4090

x
213,

or
via

em
ail

at
p

ererson
d

J@
b

v.com
.

A
dvertise

in
th

e
B

lack
&

V
eatch

P
a

ch
fin

d
e

r
F

o
r

m
ore

inform
ation

o
n

advertising
opportunities

in
the

B
lack

&
V

eatch
P

atbfinder,please
send

an
e-m

ail
to

laytongc(@
bv.cO

ln.

S
u

b
scrib

e
to

the
B

lack
&

V
eatch

P
a

ch
fil1

d
e

r
S

end
an

e-m
ail

to
pctcroondl(i1)bv.com

and
be

sure
to

include
your

nam
e,

title,
com

pany
and

e-m
ail

address
and

the
nam

es
o

f
the

new
sletters

that
you

w
ant

to
receive.

T
hat's

all.
Y

our
subscription

\vill
begin

P
a

g
e
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im
m

ediately.
P

lease
check

w
ith

your
internal

technician
to

see
that

m
essages

from
petcr,ondl@

bv.com
are

n
o

t
being

blocked.If
you

use
A

O
L

,
E

arthlink,M
S

N
,

H
otm

ail,o
r

sim
ilar

accounts,
check

your
spam

folder.

W
h

at
to

D
o

ifY
o

u
r

B
lack

&
V

eatch
P

ath
fin

d
er

D
o

es
N

o
t

A
rrive

in
Y

o
u

r
E

-m
ail

If
you

are
a

subscriber
and

you
do

n
o

t
receive

an
e-m

ail
w

ith
your

new
sletter

link,it
is

likely
that

your
account

is
equipped

w
ith

a
spam

filter
that

blocks
e-m

ail
from

"p
o

p
servers."

P
lease

check
w

ith
your

internal
technician

to
see

that
m

essages
from

peter,ondl@
bv.com

are
n

o
t

being
blocked.If

you
use

A
O

L
,

E
arthlink,

M
S

N
,

H
otm

ail,
o

r
sim

ilar
accounts,

check
your

spam
folder.

If
you

are
still

unable
to

find
your

new
sletter,please

e-m
ail

us
at

petersondl@
bv.com

and
w

e
w

ill
be

happy
to

assist
you.

C
lC

.opynghl
2008,

B
lack

&
V

eatch
C

orporation.
AU

rights
rcscn'cd

w
orldw

ide."Ihis
rcp

orl
has

been
issued

and
appro\'cd

in
the

U
nited

Stales
by

B
lack

&
V

eatch
C

orpornrion.
T

h
is

report
is

prepared
for

general
circulation

and
is

circulated
for

general
inform

ation
only.

N
eith

er
the

inform
ation

nor
any

op
in

ion
expressed

constitutes
an

offer.or
an

in
\ltan

on
[
0

m
ake

an
offer,

to
buy

or
scll

any
security

or
any

option,
future

or
other

denno,'C
related

to
such

security."Inc
infonn:ltion

provided
here

is
for

general
inform

ational
purposes

only
and

should
not

be
considered

an
individualized

recom
m

endation
or

personalized
advice

about
inn:stm

cnts.
D

ata
conlained

here
are

obtainc.'CI
from

w
hat

are
considered

reliable
sources;

hO
\\'C

\'er,its
2ccuracy.com

pleteness
or

reliability
an

n
ot

be
guaranteed.

O
pinions

:m
d

esom
ates

constitute
our

judgm
cntllS

o
f

the
date

o
f

this
m

aterial
and

arc
subjeci

to
change

w
ithout

nooce.
B

lack
&

V
eatch

C
orpor:l.lion

is
am

ong
the

w
orld's

prem
ier

~tratcgic,
econom

ic
and

m
anagem

ent
consulting

firm
s

specializing
in

energy,
\vater,

infonnaoon
2nd

go\'cm
m

cnt
m

allt'fS.
W

e
encourage

our
professionals

10
publish

indi\idual
com

m
cO

laI)'
on

key
industry

issucs.
A

n}'opinions
offered

are
those

o
f

the
2uthofS

and
nO

l
necessarily

official
\'icwpoinl.~

of
the

com
pany

or
ils

other
em

ployel';;

P
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r=
lI

B
L

A
C

K
&

V
E

A
T

C
H

~
.

B
uilding

aw
orld

01
dIfference'

L
E

O
N

A
R

D
H

Y
M

A
N

P
R

E
S

E
N

T
A

T
IO

N
S

A
Listo

f
M

r.
H

ym
an's

m
ost

recentpresentations
arc

cited
below

.
T

o
obtain

a
copy,please

direct
your

request
via

e-m
ail

to
f)(/trfQ

Jld
@

b
ll.(f)!JI.

''B
ack

to
B

asics
o

r
F

orw
ard

to
B

asics"
--

P
resented

to
the

E
P

R
l

P
ow

er
D

elivery
and

r-,'farkers
C

ouncil;
r-,.'[arch

6,2003.

"F
inancial

C
risis

in
the

E
lectric

P
ow

er
Industry

o
r

W
hat

E
lse

is
N

ew
?"

_.
P

resented
to

the
N

ortheast
E

nergy
and

C
om

m
erce

A
ssociation;

M
arch

6,
2003.

"L
et's

T
alk

A
b

o
u

t
W

hat's
Im

portant
o

r
W

here
the

E
lectricity

Industry
M

ay
o

r
M

ay
N

o
t

be
H

eading"
~-

P
resented

to
the

E
nergy

B
ar

A
ssociation;

M
arch

13,
2003.

"R
isk

M
an

ag
em

en
t".-

P
resented

to
G

lobal
P

ow
er

2003
C

onference;
N

ew
O

rleans,
L

ouisiana;
M

arch
31,

2003.

"M
ay

D
ay

in
H

ouston
o

r
H

ow
the

E
nergy

Industry
H

as
C

hanged"
--

P
resented

to
A

cguiring
D

istressed
E

nergy
A

ssets
C

onference;
M

ay
1,

2003.

''T
h

e
N

ex
t

B
ig

C
runch

Is
N

o
tT

h
e

L
atest

E
x

p
o

rt
F

rom
H

ershey,PA
"

--
P

resented
at

the
E

nergy
A

ssociation
o

f
P

ennsylvania
A

nnual
C

onference;
M

ay
30,

2003.

"F
inance,C

om
m

erce
and

R
eliability"

-
P

resented
to

N
ortheast

P
ow

er
C

onference;June
24,2003.

''\V
ould

a
S

ane
P

erson
Invest

in
E

lectric
T

echnology
in

the
U

.S.A
.?"

-
P

rcsentcd
at

A
R

U
C

W
inter

M
eeting;

r-,'Iarch
9,

2004.

"T
&

D
R

edux"
-

P
resentcd

to
the

C
om

m
inee

on
P

ow
er

D
elivery,A

ssociation
o

f
E

dison
Illum

inating
C

om
panies;

J\·farch
25,2004.

"Just
the

F
acts,M

a'am
"

-
P

resenred
ro

the
C

onfcrcnce
o

n
U

nderstanding
and

M
anaging

B
usiness

R
isk

in
the

E
lectric

S
ector

(U
M

B
R

E
S

);
A

pril
15,2004.

"B
uilding

the
T

ransm
ission

N
etw

o
rk

P
ast,

P
resent,

F
uture

o
r

M
aybe

N
ever"

-
P

resented
to

the
T

&
D

W
orld

F.xpo;
M

ay
27,

2003.

"T
h

e
H

eart
o

f
the

M
artcr

o
r

F
oundation

Flaw
s

Fell
F

ceble
F

ixes"
-

P
resentcd

to
the

E
L

C
O

N
M

em
ber

M
eetings

in
the

B
ig

E
asy;June

21,
2005.

"W
ires

as
a

B
usiness,

o
r

If
the

N
etw

ork
is

the
A

nsw
er,

W
hat

is
the

Q
uestion?"

-
P

repared
for

International
G

rid
C

onference;
T

oronto,
C

anada;
15

June
2006.

"I
low

W
all

S
treet

V
iew

s
E

lectric
U

tilities
o

f
the

F
uturc"

-
P

resented
to

R
M

E
L

Fall
C

onvention;San
A

ntonio,T
exas;

12
S

eptem
ber

2006.

"R
eliability

for
W

hom
o

r
C

ui
B

ono?"
-

P
resenred

to
the

C
hartw

ell
R

eliability
S

um
m

it;
A

tlanta,
G

eorgia;
8

M
arch

200?

"T
h

e
T

en
C

hallenges/Issues/O
pportunities/R

oadblocks/R
eguirem

ents
to

E
nsure

that
the

E
lectricity

S
upply

lndustty
I-las

the
Physical

and
H

um
an

R
esources

N
ccdcd

for
the

N
ext

T
hirty

Y
cars"

-
P

resented
to

the
T

hird
A

nnual
C

arnegie
M

ellon
C

onference
o

n
the

E
lectricity

Industry;
P

ittsburgh,P
cnnsylvania;

13
M

arch
2007.

"N
o

tes
o

n
E

lectricity
R

estructuring:
W

hat
D

id
C

ustom
ers

G
et

F
rom

It?"
P

rescnted
to

G
u

lfC
oast

P
ow

er
A

ssociation;
S

pring
C

onference;
T

h
e

W
oodlands,T

X
;

5
A

pril
2007.

"R
an

d
o

m
T

houghts
o

n
P

icking
thc

S
am

ple
o

f
C

om
parable

F
irm

s
for

the
R

ate
C

ase,"
P

resented
ro

S
ociety

o
f

U
tility

and
R

egulatory
F

inancial
.\nalysrs

(S
U

R
I'A

)
39th

F
inancial

F
orum

;
W

ashington,
D

C
;

19
A

pril
2007.

"A
ligning

R
ew

ards
to

R
isks

and
R

esponsibilities
and

O
th

er
R

andom
T

h
o

u
g

h
ts

R
elevant

to
Planning,"

P
rescnted

to
P

ow
er

SY
StC01s

E
ngineering

R
esearch

C
enter

E
xecutive

F
orum

:
P

lanning,M
arkets

an
d

lnvestm
ent;

7
M

arch
2008.

"A
B

usiness-L
ike

A
pproach

to
E

lectricity
P

olicy,"
P

resentcd
to

U
nited

K
ingdom

E
nergy

R
esearch

C
entre;

9
and

10
July

2008.

r=
lI

B
L

A
C

K
&

V
E

A
T

C
H

~
.

BU
lldm

g
aw

orld
01

difference:

L
E

O
N

A
R

D
H

Y
M

A
N

A
R

T
IC

L
E

S
A

list
o

f
M

r.
I-lym

an's
m

ost
rccent

articles
arc

cited
below

.
T

o
obtain

a
copy,please

direct
your

reguest
via

e-m
ail

to
o

e
te

rf/lJ{d
@

b
J'co

ln
.

«T
he

R
etum

o
f

Plain
V

anilla
o

r
M

aybe
the

W
orm

T
u

rn
s"

"T
h

e
C

ustom
er

is
A

lw
ays

ltight"
''T

h
e

N
ext

B
ig

C
runch:

T
&

D
C

apital
E

xpenditures"
"Iting-I'encing

T
h

e
R

egulated
U

tility"
"1

'&
0

S
pending:

W
hat's

M
issing

F
rom

T
his

Picture?"
"D

o
W

e
R

eally
N

eed
E

nergy
M

erchants?"
'''r&

D
E

conom
ies

o
f

Scale
and

the
M

ystcriously
F

itted
C

urve"
«\V

hat,
M

e
Invest?"

"T
en

Y
ears

o
f

E
lectricity

R
estructuring:

A
F

inancial
P

ostm
ortem

"
"T

h
e

C
onseguenccs

o
f

the
o

n
h

east
B

lackout
o

f
2003"

P
ag

e
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