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THOROUGHBRED ENERGY CAMPUS
PUBLIC OUTREACH PROGRAM FOR KENTUCKIANS

PROJECT SUMMARY

The Thoroughbred Energy Campus is a planned 1,500 megawatt coal-fueled
electricity generation project near Central City in Muhlenberg County, Ky.,
representing energy solutions, environmental care and economic progress.
The $2.5 plus billion project would provide a reliable source of electricity for
1.5 million families and would be brought on-line between 2007 and 2008.

Modeled to dispatch electricity ahead of its competitors, Thoroughbred will help
keep Kentucky energy prices among the very lowest in the nation. Kentucky's
average cost of electricity is 4.3 cents per kilowatt hour, and about 97 percent of
Kentucky’'s energy comes from coal.

With emissions that will be far better than the national average, Kentucky’s best
coal-fueled plants or what the law requires, Thoroughbred will be among the
cleanest coal-fueled plants east of the Mississippi River. Thoroughbred will take
Kentucky coal with a sulfur content of approximately 8 Ibs. per million Btu and
reduce the plant’s sulfur dioxide emissions to 0.167. This compares favorably

with the national average of 1.07 and is far stronger than the Clean Air Act limit
of 0.85. '

A driver of economic growth, Thoroughbred will create 450 permanent jobs,
injecting $700 million in new spending in Muhlenberg County and nearly
$100 million into the Kentucky economy each year. This equates to a more
than $3.35 billion economic injection over the project life.

PUBLIC OUTREACH SUMMARY

Peabody Energy, Thoroughbred Generating Companies owner has roots in
Kentucky spanning nearly a half-century. The company employs more than 600
Kentuckians and operates seven surface and underground coal mining facilities
in Muhlenberg, Union, Henderson and Ohio counties.

Consistent with a philosophy of maintaining open and candid communications,
Thoroughbred has engaged in a broad, sustained outreach program to cultivate
understanding and support for developing the Thoroughbred Energy Campus.
From the genesis of the project through the present day, Thoroughbred has
communicated with hundreds of residents, business owners and elected
leaders as well as dozens of industry and community groups.



As a result, the project enjoys strong bipartisan support from government officials
at local, county, state and federal levels because it represents improved
environmental performance, a stronger economy, greater national security and
jobs and low-cost energy for Kentuckians.

Says Drakesboro Mayor Richard Neathamer: “Coal is the heart of Muhlenberg
County. People see this (project) as hope. Jobs are important.” Central City
Mayor Hugh Sweatt Jr., who has been closely involved in project planning also
agrees. “l want to see this happen, and | want to see this happen here.”
(“Peabody’s Return,” Feb. 10, 2002, Louisville Courier Journal.)



Communication Objectives

The foundation for Thoroughbred's outreach program began with research that
included a Kentucky survey and dozens of informational meetings with local and
state officials. Based on the research findings, Thoroughbred designed a
comprehensive outreach program designed to:

Improve understanding about Kentucky’s energy climate and the need for
low-cost base-load generation

Promote the project’s use of advanced technologies to protect the
environment

Build awareness about Thoroughbred’s projected $100 million annual
economic benefit to Kentucky and creation of 450 jobs

Target Stakeholders

The plan targets key Kentucky stakeholders, which include:

Businesses community

Federal government

Governor's office

General public

Industry leaders

Peabody employees and retirees in Kentucky
Residents near the proposed energy campus
State legislators

State and local government agencies

State and local government officials

State, local and national media

Communication Tools

A full range of traditional public outreach tactics include:

Community meetings

Direct mail

Internet presence

Media outreach

Presentations

Legislative and Regulatory Testimony
Stakeholder Research

Third-Party Consultations



Thoroughbred continues to focus significant resources on outreach in the
Muhlenberg county communities where the Thoroughbred Energy Campus would
be sited and where the immediate impact is greatest, complementing broad
outreach efforts throughout Kentucky. This approach has effectively built
grassroots support. As an example, Kentucky residents and community leaders
spoke in overwhelming support of Thoroughbred at a public hearing held in
Central City in February 2002.

“It (Thoroughbred Energy Campus) would be a major boost to this
county. It would have a major impact on our school system. It
would have a major impact on things like the coal severance money
that we use in this county. Coal severance money is very important
to us.”

— Rodney Kirtley, County Judge Executive

“This proposed energy plant is convincingly state of the art,
utilizing the best technology available to date, burning fossil fuel. Is
it perfect? Of course it's not. But it certainly is a step in the right
direction in meeting America's energy needs.”

— Hugh Sweatt Jr., Mayor of Central City

“I've been reading in the paper about do we want to become the
next energy colony? | would salute you and ask you to say that
‘yes, we do.” Kentucky is in a position to become the energy giant
to support not only Kentucky with our low-cost energy, but all of the
East Coast and the major portion of residents of the United States
of America.”
— Danny Koon, Executive Director of the Madisonville, Hopkins
County Economic Development Corporation

“Without this type of technology, it's not going to be feasible to
continue to burn the coal that God put here three hundred million
years ago. We need jobs. We need new technology to facilitate
recovering the energy that God put here. And that's why we're
asking for your approval of this permit.”

— John Rogers, C&R Coal Company



OUTREACH ACTIVITIES

Stakeholder Research

e To better understand the awareness, perspectives and concerns of Kentucky
residents, Peabody commissioned Market Strategies to conduct a consumer
survey of 555 Kentucky residents (adults aged 18 and older) from December
27-29, 2000. Market Strategies completed 275 interviews in Western
Kentucky, and the remaining 280 were completed with individuals from the
balance of the state. The margin of error was approximately four percent.

The research was aimed at ascertaining:

¢ How Kentuckians feel about balancing their energy and environmental
needs;
e How Kentuckians view coal-based energy; and

Whether Kentuckians believe that new coal-fueled energy projects can be
developed to protect the environment.

The research shows Kentuckians look favorably upon coal as an energy
source and are willing to support the construction of coal-fueled plants.

The most resonant messages centered on the importance of promoting
economic growth and ensuring affordable energy. Ninety percent of
Kentuckians believed that such a project would have a positive impact on the
local economy, and more than half thought that the owners of the proposed
project would properly address local environmental concerns.

e To ensure that the company was reaching all interested and affected target
audiences, Peabody conducted a stakeholder assessment. From this
assessment, the company developed a database comprised of hundreds of
contacts to ensure ongoing outreach to broad audiences.

e As the public comment period proceeded, Peabody also conducted two focus
groups, one comprised of 10 consumers and the other of 10 opinion leaders
with a representative sample of citizens. (A-3) The objective was to

ascertain perceptions and opinions regarding Peabody’s planned electricity
generating station.

The research showed that consumers understand the importance of coal for
generating low-cost electricity. While there is low interest in the issue given
the lack of an energy crisis facing the state, focus group participants generally
supported the concept of a new coal-fueled energy plant in the state. They
are most concerned about the environmental and economic impact and
wanted to know about specific benefits for Kentucky.



Residents of Proposed Plant Community

Recognizing that initial interest and potential concerns would be greatest in
the communities nearest to the plant, Peabody worked with the mayor of
Central City, the county executive judge, the governor’s office and the
Kentucky delegation to plan a community news conference to announce the
project. The announcement was made in Central City on Feb. 12, 2001,
drawing approximately 300 individuals.

As the project continued through the permitting process, Peabody
administered an informational mailing program to keep the more than 250
residents within a two-mile radius of the plant updated on key issues and
progress of the plant development.

Peabody fielded several thousand inquiries regarding the proposed plant.
The vast majority of these inquiries were employment related. The company

has received over 2000 resumes from local area residents since the summer
of 2001.



Direct to General Public

Peabody representatives have made numerous public presentations at

community and civic programs and events, reaching hundreds of
stakeholders.

Recognizing the importance of the Internet as a source of consumer
information, Peabody developed a section devoted to Thoroughbred on its
company Web site (www.PeabodyEnergy.com). The company also used a
Thoroughbred e-mail address to field inquiries and address individual
requests.

As part of the public comment process for the draft air permit, Peabody
participated in two public hearings in 2002. The company presented
testimony at the first public hearing held on Feb. 12 in Central City.

About 300 residents from the surrounding community attended the public
hearing that lasted for more than three hours. During the hearing, 30
community members testified showing overwhelming support for developing
the plant.

A second two-hour public hearing was conducted July 25 in Greenville that
drew approximately 350 residents. About a dozen people testified, including
Central City Mayor High Sweatt Jr., a representative for County Executive
Judge Rodney Kirtley and a representative for U.S. Senator Jim Bunning.
Participants supported plant development. A key concern was ensuring local
jobs, which would help drive economic recovery in the area.



State, Local and National Media

* An ongoing, comprehensive media outreach program has generated
extensive regional media coverage in Kentucky and in neighboring states.
Tactics have included conducting media briefings, issuing ongoing news
releases as project updates, conducting editorial board meetings with local
and regional newspapers, participating in numerous interviews and
maintaining a rapid response strategy for addressing coverage that is
inaccurate or incomplete. Major newspapers that featured coverage include:
The Frankfort State Journal (daily circulation of 10,264), Louisville Courier-

Journal (222,332), Lexington Herald-Leader (107,670) and the St. Louis Post-
Dispatch (290,000).



Industry and Business Community

* As part of Peabody’s ongoing efforts to keep as many residents and
interested parties informed as possible, the company has given presentations
to several business-related groups. These include: The Kentucky Economic
Development Association (Aug. 7, 2001), The Pennyville Area Economic
Development Council (March 11, 2002), and the Kentucky New Economy
Consortium (Feb. 12 & April 12, 2002). These groups have a wide-ranging
membership including local mayors and judges; representatives of the
University of Kentucky, University of Louisville, and Murray State University;
and personnel from the state-supported Technology Center.

» Efforts to educate industry leaders have included speeches and presentations

- toindustry associations, including the Kentucky Industrial Utility Customers
(Feb. 14, 2002), the Independent Qil & Gas Producers, the Eastern Coal
Council (May 21, 2002), Kentucky Coal Council (June 17,2002), etc.

e In addition, Peabody has provided speakers for presentations at industry
conferences such as a conference on power projects sponsored by Forbes
Magazine and the Electric Power 2002 conference (March 19, 2002). These
meetings highlighted Thoroughbred’s innovative approach to using
Kentucky’s abundant and affordable coal resources to provide affordable
energy in an environmentally sound way.

e Peabody representatives have also made numerous presentations to local

business groups including the Muhlenberg County Chamber of Commerce
(Aug. 7, 2001) and the local chapter of the Lions Club (August 7, 2001).

-10 -



Following is a list of major presentations in 2002 and 2003:

e Western Conference of Public Service Commissioners

Empowering State Through Regional Electricity Entities
June 25, 2003

Jacob Williams, Vice President-Generation Development

o FERC’s Midwestern Infrastructure Conference (SE vs Midwest)
November 13, 2002

Dianna Tickner, President, Thoroughbred Generating Station

¢ Industrial Energy Consumers of America (IECA)
Coal P9olicy Leaders Forum
November 13, 2002

Dianna Tickner, President, Thoroughbred Generating Station

¢ Optimizing Clean Coal Generation (Marcus Evans Conference)
November 12, 2002

Dianna Tickner, President, Thoroughbred Generating Station

e Coal Utilization Research Council
November 5, 2002

Dianna Tickner, President, Thoroughbred Generating Station

o Kentucky Mineral Law Conference
October 10, 2002

Jacob Williams, Vice President-Generation Development

e ABA Section of Environment, Energy and Resources Fall Meeting
October 9-13, 2002

Dianna Tickner, President, Thoroughbred Generating Station

e CIBO
September 11, 2002
Jacob Williams, Vice President-Generation Development

e Burns & McDonnell Third Annual Coal-Fueled Generation Symposium
September 5, 2002

Dianna Tickner, President, Thoroughbred Generating Station
Attendees: Approximately 100
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Coal Generation 2002

August 1, 2002

Jacob Williams, Vice President-Generation Development
Attendees: Approximately 400

Thoroughbred Energy Campus
Public Hearing, Greenville, Ky.

Roger Walcott, Jr., Executive Vice President of Corporate Development
July 25, 2002

Attendees: Approximately 350 individuals

Thoroughbred Energy Campus

North Carolina Coal Institute

Jacob Williams, Vice President-Generation Development
July 8, 2002

Attendees: Approximately 200

Sound Energy & Environmental Progress: Necessary & Compatible
Eastern Coal Council

Coal: Energy Security Conference

Dianna Tickner, President, Thoroughbred Generating Station
May 21, 2002

Attendees: Approximately 70 individuals

Need for Coal-Based Generation

Platts Coal Properties Conference

Jacob Williams, Vice President-Generation Development
April 23, 2002

Attendees: Approximately 40 individuals

Sound Energy & Environmental Progress: Necessary & Compatible
Developing, Constructing, Operating & Securing Energy Power Projects
Jacob Williams, Vice President-Generation Development

April 19, 2002

Attendees: Approximately 20 individuals

New Coal-Based Generation

University of Kentucky

Dianna Tickner, President, Thoroughbred Generating Station
April 16, 2002

Attendees: Approximately 50 individuals

Sound Energy & Environmental Progress: Necessary & Compatible
Electric Power 2002

Jacob Williams, Vice President-Generation Development
March 19, 2002
Attendees: Approximately 40 individuals
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e Coal Power to Meet Every Challenge
Need for New U.S. Coal Based Generation & Expansion of HV
Transmissions
Siemens World Power Conference
Jacob Williams, Vice President-Generation Development
Feb. 18, 2002
Attendees: Approximately 300 individuals

e Energy & Mineral Law Conference
Jacob Williams, Vice President-Generation Development
Feb. 16, 2002
Attendees: Approximately 40 individuals

e Kentucky Industrial Utility Customers
Need for New U.S. Coal-Based Generation & Expansion of HV
Transmission
Jacob Williams, Vice President-Generation Development
Feb. 14, 2002
Attendees: Approximately 75 individuals

e Thoroughbred Energy Campus
Public Hearing, Central City, KY

Roger Walcott, Jr., Executive Vice President of Corporate Development
February 12, 2002

Attendees: Approximately 300 individuals

e Thoroughbred Energy Campus
Environmental Care/ Economic Progress/ Energy Solutions
Public Service Commission
Jacob Williams, Vice President-Generation Development
February 2002
Attendees: Commissioners and numerous staff

To keep local, regional and national business audiences informed about the
Thoroughbred protect, Peabody has included updates in its 2000 and 2001
annual reports, which reach (50,000) stakeholders including the national
financial, business community and the public. The project was highlighted in
PULSE, Peabody’s magazine for stakeholders. The publication reaches more
than 25,000 people and is geared to employees, media and individuals and
groups in the coal and energy industries.
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Peabody Employees and Retirees in Kentucky

Peabody’s current and retired employees number almost 3,000 in the state.
The company has maintained an ongoing program of informational mailings

to keep employees and retirees informed as the Thoroughbred project moves
forward.

Regular internal updates have been conducted as part of a broad employee
communication program. These include employee meetings, Intranet
postings and comprehensive updates in the company magazine, PULSE.

Peabody has about 5,500 employees, which includes about 600 employees
in Kentucky.
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State, Local and Federal Government

Peabody has performed extensive outreach and continues to maintain
ongoing dialogue with members of the Kentucky General Assembly. From its
initial concept phase through the present day, the company has worked with
legislators and their staffs to ensure two-way communication.

Even before the project was announced to the public in Central City in
February 2001, Peabody began outreach to the key officials in Muhlenberg
County, which included extensive meetings with County Judge Executive
Rodney Kirtley and the Mayor of Central City, Hugh Sweatt, Jr. Over the past
two years, Peabody has worked closely with local leadership to promote
understanding energy solutions, environmental care and economic progress.

Peabody has initiated a host of meetings and ongoing conversations with
Governor Paul Patton and his designated staff representatives. Among these
contacts have been the governor’s chief of staff and legal aides.

Within the executive branch, the company has had ongoing dialogue with the
Secretary of the Natural Resources and Environmental Resources Cabinet.
Under this cabinet umbrella, Peabody has also held discussions with the
Commissioner of the Department for Environmental Protection.

Peabody has given extensive and detailed presentations to the Public Service
Commission, which has included the Chairman and Executive Director.

Peabody has taken many opportunities to make presentations to government
agencies and organizations, such as the Kentucky Energy Advisory Board
and the Governor's Economic Task Force (March, 15, 2002).

In addition to the local and state outreach, Peabody has maintained open-
ended dialogue with its federal Congressional representatives. This has
included dialogue with Senators Mitch McConnell and Jim Bunning,
Representative Ed Whitfield, and other members of the Kentucky delegation
that show support.
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Stakeholder Research
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- Residents of Proposed
Plant Community



Peabody News Release

CONTACT:
Vic Svec
(314) 342-7768

FOR IMMEDIATE RELEASE
February 12, 2002

INDEPENDENT STUDY: PEABODY'S PROPOSED THOROUGHBRED
PROJECT MEANS $3.35 BILLION TO KENTUCKY ECONOMY

ST. LOUIS, Feb. 12 — Peabody Energy today announced the results of an independent
economic study that concludes the proposed Thoroughbred Energy Campus would inject $3.35
billion into the Kentucky economy in new spending, job creation and induced economic activity
during the life of the project. These benefits equate to a $98 million economic injection each
year.

Campus operations, which include development of a 1,500 megawatt coal-based power
plant fueled by an adjacent underground mine, would create approximately 450 permanent jobs.
These positions, coupled with the effect of anticipated economic activity, would create 45,000
job years throughout the project life and $1.95 billion in new job-related wages and benefits. A
job year is the equivalent one job held over a one-year period.

Muhlenberg County would gain $704 million in new spending and nearly 10,000 job
years, and the 17-county area surrounding the facility, which includes Muhlenberg, would
benefit from $2.62 billion in total economic spending and an average of 38,000 job years over
the project life. Thoroughbred would begin generating power between 2005 and 2007 and will
provide enough electricity for 1.5 million families.

"Development of the Thoroughbred Energy Campus brings enormous benefits to
Kentucky on multiple levels," said Roger Walcott, executive vice president of corporate
development. "The project will fuel tremendous economic prosperity today and for decades to
come, while balancing the region's energy needs with environmental goals."

Thoroughbred is modeled to be the lowest-emitting 1,500 megawatt pulverized coal
plant east of the Mississippi River and will have no significant contribution to the area's scenic
views. The plant is modeled at a dispatch position that is ahead of the region's coal plants and
gas plants, as well as below some nuclear plants, which means it will help keep Kentucky's
energy prices low. About 97 percent of Kentucky's electricity comes from coal, which results in
some of the lowest electricity prices in the nation at 4.2 cents per kilowatt hour.

-more-



THOROUGHBRED WILL INJECT $3.35 BILLION INTO KENTUCKY -- ADD ONE

The Thoroughbred economic study was developed by an independent firm and is based
upon project assumptions provided by Peabody Energy. It details the project's estimated value
for the commonwealth and area communities in terms of direct and indirect benefits as well as
induced impacts or "household spending” by facility employees and other workers associated
with the project.

Peabody Energy (NYSE: BTU) is the world's largest private-sector coal company. lts

coal products fuel more than 9 percent of all U.S. electricity generation and 2.5 percent of
worldwide electricity generation.

-30-



March 26, 2001

Dear Resident:

Peabody Group has begun a formal regulatory process for developing the
Thoroughbred Energy Campus, a proposed 1,500 megawatt coal-based power
plant and six million ton-per-year underground coal mining facility in Muhlenberg
County. Thoroughbred plans to use proven, state-of-the-art emission controls to
achieve air quality standards protecting public health while keeping our region’s
energy supply strong and reliable.

Every aspect of the $1.5 billion facility is being designed to ensure full compliance
with state and federal environmental laws governing the operations. As modeled,
Thoroughbred would be the cleanest 1,500 megawatt coal-based power plant east of
the Mississippi River, based on statistics from Resource Data International. The
attached background provides you with the facts about the planned campus.

We intend to periodically communicate information about the Thoroughbred Energy
Campus and would like to keep you informed about the project. If you would like

to be included in our database to receive ongoing project updates, please e-mail
your name and address to thoroughbredenergy@peabodygroup.com. If you

have additional questions, you also are welcome to contact Steve Bowles at
866-224 -5612 or our local office at 270-338-0311. Thank you for your interest and
support.

Sincerely,

Kenny A. Alien
Midwest Operations Manager



Facts About Thoroughbred Energy Campus

Growing Energy Needs

Many experts believe that during the 1990s, the United States did not build
enough electric generating capacity to keep up with demand. These effects are
being experienced in a number of states such as California, where the governor
declared an official state of emergency and parts of the state endured rolling
blackouts during an attempt to preserve power.

Last year, the nation’s use of electricity grew 5 percent; over the next two decades,
the increased appetite for electricity is expected to exceed 40 percent, according
to the U.S. Energy Information Administration. Kentucky and surrounding areas
are expected to need 30 percent more electricity generation to keep pace during
this period.

The Thoroughbred Energy Campus is planned to begin providing electricity for
1.5 million homes as early as 2005. The project is being constructed to serve
Kentucky and surrounding regions and would add power to the national grid.

State-of-the-Art Environmental Controls

Proven technologies will enable Thoroughbred to comply with all state and federal laws;
the plant is modeled to achieve strict environmental controls. Under the Clean Air Act,
new coal-based power plants cannot exceed emissions of 1.2 pounds of sulfur dioxide

(SO2) per million British thermal unit (Btu) and .15 pounds of nitrogen oxides (NOXx) per
million Btu.

Thoroughbred emissions are modeled below these limits, emitting less than .30 pounds
of SO2 per million Btu. The plant will use FGD technology that will provide a 97 percent
removal efficiency. Emissions of .10 Ibs. of NOx per million Btu also fali below U.S. EPA
limits and will be achieved with a combination of low-NOx combustion technology and
selective catalytic reduction. Up to 99.9 percent of particulates will be removed using
advanced fabric filtration devices.

Economic Benefits

Thoroughbred is intended to provide benefits both through low cost energy and direct
economic impacts. Today, coal supplies more than half of the nation’s electricity and
accounts for about 85 percent of U.S. fossil reserves. Nearly all of Kentucky’s electricity
comes from low cost, coal-based generation, which is why the state’s average electricity
prices are among the nation’s lowest.

At Thoroughbred, Peabody’s reclaimed lands would be turned into an energy campus
providing jobs and economic benefits anticipated to annually inject $80 million in
direct benefits into the region once the project begins transmitting power. About 500
permanent coal mining and power plant jobs are expected to be created and about
1,000 jobs would be provided during construction. Direct payroli and benefits would
exceed $75 million during the four-year construction period.

In the spring of 2001, Thoroughbred is expected to open an office at the Career
Advancement Center at 630 Cleaton Road in Central City, providing a local resource
to answer questions about the project. Job and vendor information also will be made
available as the project draws nearer to construction.
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Generation Development

Operations/Products > Generation Development

Like no other time in history, the supply and security of America's energy system have
taken center stage. Rolling blackouts dimmed schoolrooms and shopping malls. .
Consumers paid energy bills that were two and three times higher than the previous

year. And world events demonstrated why a safe and protected energy supply is vital
to the nation's energy R SNCRAREE

independence.

Renewed interest in baseload
generation — and in particular,
coal-fueled generation — has
been buoyed by a 60 percent
increase in electric load growth
over the past 20 years while
essentially no baseload plants
were developed. Nuclear
utilization has grown
dramatically and today is
running at maximum capacity.
And hydropower is not
expanding and is dependent on
annual precipitation. America's
energy system is running hard
and new generation is needed to keep pace.

Peabody is exploring generation development opportunities in areas of the country
where electricity demand is strong and where the company has access to land, water,
transmission lines and low-cost coal. Peabody is continuing to progress on the
permitting, transmission access agreements and contractor-related activities for two
clean, low-cost mine-mouth generating plants in Kentucky and Illinois that would
serve about 3 million Midwest families. The company is also exploring the feasibility of
developing a smaller, 300 megawatt generating station in New Mexico.

Thoroughbred | Prairie State

http://www.peabodyenergy.com/Operationsproducts/generationdevelopment.html 07/09/2003
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Thoroughbred Energy Campus

Operations/Products > Generation Development > Thoroughbred Energy

‘The Thoroughbred Energy Campus
is a planned 1,500-megawatt
coal-fueled electricity generation
project near Central City in
Muhlenberg County, Ky. The
generating plant would use two,
750-megawatt pulverized coal
units fueled by up to 6 million tons
of coal per year produced from an
adjacent underground mine.
Thoroughbred is expected to
deliver reliable electricity by 2005
to 2007 to approximately 1.5
million families in Kentucky and
the Midwest.

Thoroughbred
Energy is modeled
to be the cleanest
coal plant of its size
in the Midwest,
using advanced
environmental
controls. Learn
more about the
environmental
controls planned for
Thoroughbred and
compare this
technology to a
typical coal plant by
clicking here.

ENERGY SOLUTIONS: LOW-COST POWER

In 2000, the nation's need for electricity grew
nearly 5 percent, according to the Edison
Electric Institute. And the U.S. Energy
Information Administration reports that the
demand for electricity will increase 43 percent
nationwide over the next two decades. In
Kentucky, the demand for power could
potentially grow 30 percent during that time.

Thoroughbred will provide reliable, low-cost
electricity for 1.5 million homes in a manner
that is environmentally sound. The plant is
modeled at a dispatch position that is ahead
of all of the region's coal and gas plants and below some nuclear plants. This means
Thoroughbred will benefit Kentuckians by continuing to help keep energy prices low.
Kentucky enjoys electricity costs that average 4.2 cents per kilowatt hour, which are

among the lowest rates in the nation. About 96 percent of Kentucky's electricity
comes from coal.

ECONOMIC PROGRESS: JOBS AND PROSPERITY

Thoroughbred is expected to accelerate economic growth in the region, creating more
than 450 permanent jobs and employing up to 2,500 workers during a four-year
construction process. Once operational, the campus could annually inject nearly $100

million in annual economic benefits or more than $3.35 billion during the life of the
project.

ENVIRONMENTAL CARE: HIGH EFFICIENCY, LOW
EMISSIONS

http://www peabodyenergy.com/Operationsproducts/Thoroughbred.html 07/09/2003
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Electricity from coal has made enormous environmental progress in recent years.
Through more than $50 billion in investments over the past three decades, emissions
from coal-fueled electricity have declined by more than 20 percent, even as coal use
has tripled, according to the U.S. Environmental Protection Agency. And results for
Kentucky are equally strong: In the past 20 years, sulfur dioxide emissions have been
slashed by nearly half. Almost 50 percent of Kentucky's utilities use scrubbers,
compared to the national average of 27 percent.

An industry-leading application of coal technologies will allow Thoroughbred to over
comply with stringent Clean Air Act standards. Thoroughbred will be the cleanest coal-
fueled plant of its size east of the Mississippi River. Thoroughbred's emissions of sulfur
dioxide (S02) will be 86 percent below the average SO2 emissions rate for Kentucky
coal plants. Its nitrogen oxide (NOx) emissions rate will be 84 percent below the
Kentucky coal plant average. And virtually all particulates will be removed.

Thoroughbred is among a new generation of coal-fueled power plants designed to

provide low-cost energy to meet growing needs while continuing to achieve the
nation's environmental goals.

THOROUGHBRED ENERGY PROJECTED EMISSIONS

Advancsd emissiot] coniral technologies will make Thamughbred the cleanast major coal-fueled

réant east of the Mississippi River. Thoroughbred's emissions will be deamatically lower than
the U.S. coal plant average and below proposed emission Bmits targeted welt into the future.
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If you have questions or want to learn more, please email us at

ThoroughbredEnergy@PeabodyEnergy.com or call our Thoroughbred hotline at
270.338.0311.

Generation Development | Prairie State

http://www.peabodyenergy.com/Operationsproducts/Thoroughbred.html 07/09/2003
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MyInKy: News From The Gleaner Pagelof'1
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-.ate board rejects proposed power plant

By CHUCK STINNETT, Gleaner staff
April 17, 2003

A state board has rejected a proposal for an electric generating plant in central Kentucky because its developer refused to
obtain local planning and zoning approvals.

Kentucky Pioneer Energy LLC sought to buiid a 540-megawatt power plant in Clark County to produce electricity for East
Kentucky Power Cooperative. ’

But the Kentucky State Board on Electric Generation and Transmission Siting on Wednesday refused to grant Kentucky
Pioneer a construction certificate, saying the company failed to comply with Clark County's planning and zoning regulations.

The siting board said it rejected the developer's claim that it is exempt from local planning and zoning requirements.

The board said it would reconsider the matter if Kentucky Pioneer complies with the planning and zoning regulations within six
months. '

Kentucky Pioneer, which is affiliated with Cincinnati-based Global Energy Inc., had intended to fue! the plant with synthetic
gas produced on-site from a mixture of coal and fuel pellets made from garbage.

"Obviously the denial of application is a setback to the process of building a plant,” said Kevin Osbourn, spokesman for East
Kentucky Power. The co-op has pursued a number of projects to increase its access to electricity, and it intended to buy 100
ent of the power generated by Kentucky Pioneer.

rast Kentucky Power produces power for 16 rural electric co-ops that have more than 450,000 customers in 89 counties.

"We do have a continuing interest in the power" and will monitor the matter to see whether Kentucky Pioneer appeals the
ruling, Osbourn said. ‘

Kentucky Pioneer officials couldn't be reached immediately for comment.

The state siting board was established last year after some 20 power plant projects were proposed in Kentucky. Many or most
of those projects have since apparently been dropped for reasons ranging from the collapse of the energy trading market in

the wake of the Enron scandals to rising costs for natural gas that would fuel some of the plants to the general weakness of
the nation's economy.

The siting board last year granted its first and only construction certificate to Kentucky Mountain Power LLC for a 520-MW
coal-burning facility in Knott County.

Three other companies have filed notices of intent to submit applications, including Peabody’s project in Muhlenberg County
as well as proposed plants in Estill and Marshall counties.

The proposed Cash Creek Generation power plant project in Henderson County hasn't done so yet. Manager Mike Mclnnis said

Wednesday that the project is still in development, though its timetable has been pushed back until electricity shortages
become evident.

The Cash Creek project won approval in 2001 for rezoning more than 1,900 acres aiong the Green River.

v
J
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Peabody Energy said it will release its
first quarter 2003 results on
Wednesday, April 16. A conference call
to review the results has been set for
10 am CDT that day. For more
information, go to http://
www.peabodyenergy.com.

Coal Daily, 4/10/03

Environmental Challenge Delays
Peabody’s Thoroughbred Project

Peabody Energy will have to wait another five months
before the next step in the continuing battle over its
proposed Thoroughbred power plant in Muhlenberg
County, Ky.

Oral arguments involving an appeal of the plant's
air permit have been scheduled to begin Sept. 19 in
Frankfort, Ky., with a formal hearing before an
administrative law judge set for early November.

Peabody was granted a pre-construction air permit
from the state in October (CD 11/12/02; 1/24/03), but
environmentalists led by the Sierra Club appealed,
stalling the process. Negotiations between Peabody and
the Sierra Club broke down last month (CD 3/17/03).
At a membership meeting over the weekend, Sierra Club
officials said stopping the plant was among their top
national priorities.




April 9, 2003



Coal Daily, 4/9/03

Peabody Buys Rest
Of Black Beauty

Peabody Energy completed a $90
million purchase of the remaining 18.3
pct of Black Beauty Coal it didn't
already own, the company announced
yesterday.

Black Beauty's seven mines in
Illinois and Indiana sold 24.1 million
tons of high-, medium- and low-sulfur
coal in 2002.

Peabody will now also have full
ownership of southern Illinois coal
mining firm Aclar, which recently
appointed former Peabody exec John
Hill as operating manager (CD 9/27/
02). Aclar’s ownership was previously
split between Peabody and Black
Beauty following a buyout of Franks
~ Energy in September 2002. The $90
million purchase price for Black
Beauty includes other “contingent
considerations,” Peabody said.

Steve Chancellor will remain as
Black Beauty's chairman at the
Evansville, Ind., offices and Dan
Hermann will become the company’s
CEO, reporting to Peabody top exec Irl
Englehardt. Black Beauty is the largest
coal company in the Midwest and sells
93 pct of its output under multi-year
contracts. Peabody says the acquisition
will be accretive to earnings this year.



Coal & Energy Price Report, 4/9/03

Peabody continues fight to run Thoroughbred as greenies nay, whinny
Peabody Energy’s proposed Thoroughbred Energy Campus has been granted an air quality permit from the Kentucky
Division for Air Quality, but the fight with the Sierra Club and other environmenta] groups opposing the project continues.

Shortly after the project received its permit last October, the Sierra Club appealed the decision, questioning whether the
coal-fired plant to be located in Muhlenberg County, K'Y, would meet Clean Air Act requirements.

Oral arguments are scheduled to begin September 19, and a formal hearing before an administrative law judge has been set
for November 3-14.

Peabody officials continue to tout the Thoroughbred project as potentially one of the cleanest power plants in the country.

“We feel very confident that the plant is an excellent model for environmental improvements and succeeds on
environmental fronts terrifically,” 2 Peabody official told Coal & Energy Price Report. “We feel good about our chances. We
believe it represents an enormous environmental leap and provides a form of low-cost electricity.”

Citing Peabody’s permit, the environmentalists’ appeal claims the project’s two 750-MW generating units could emit as
much as 420 pounds of mercury, 509 tons of volatile organic compounds, 326 tons of sulfuric acid mist and 10,948 tons of
sulfur dioxide. An attorney for the Sierra Club said the case is important because of the potential impact on Mammoth Cave
National Park, which is located about 50 miles from the proposed plant.

Peabody Energy maintains that the plant will create emissions far below the national average.

«J¢ will have advanced scrubbing,” a Peabody official said. “It takes a coal that is eight or nine pounds per million Btu of
SO2 and brings it down to 0.167 pounds. We’ve got SCRs (Selective Catalytic Reduction) and precipitators.”

If all goes well for Peabody, construction of the plant would begin at some point in 2004.

Facing potential coking coal cuts, Peabody latest on Brazilian dance card
Peabody Energy is up to bat this week at the Brazilian steel negotiations, and if other recent U.S. settlements are an
indicator, the met coal exporter might be forced to accept price cuts of $1.00/ to $2.00/ per tonne on FY03 contract tonnage.
Here is the U.S. scorecard so far:
Alpha Resources
e 300,000 tonnes of Herndon at $52.58/tonne FOB East Coast (down $1.02/tonne)
e 65,000 tonnes of McClure at $52.00/tonne FOB EC
e 20,000 tonnes of Kingwood (high sulfur) at $44.70/tonne FOB EC
Jim Walter Resources
o 490,000 tonnes of Blue Creek No. 5 at $48.55/tonne FOB Gulf (down $2.05/tonne)
e 630,000 tonnes of Premium blend at $48.55/tonne FOB Gulf (down $2.05/tonne)
CONSOL
o 170,000 tonnes of Buchannan at $52.65/tonne FOB EC (down $1.44/tonne)
» 100,000 tonnes of Bailey at $41.00/tonne. FOB EC (down $0.85/tonne) :
Massey left the first round of the negotiations without a contract settlement. Unconfirmed reports say that the BSM
wanted Massey to accept a large price cut, scaling back from its current price of $71.00/tonne FOB East Coast to near $56.00/
tonne.
It’s easy to see why Massey might want a second or even third round of negotiations with the BSM, which should take
place later this month. :
In other news, another North American exporter, the new Fording Coal Partnership, has secured contracts to supply 1.3
million tonnes of met coal to the BSM at an average price of $43.50/tonne FOB Vancouver (down $2.00/tonne).

ML sees Arch improving in 214 half,

Peabody benefiting from Indiana deal

Despite a disappointing earnings forecast from Arch Coal, one major
Wall Street analyst isn’t swayed from his positive view of the
company.

“We forecast an improved second half of 2003 as coal inventories at utilities continue to tighten, electricity generation
continues to rise, and Arch continues to hold back shipments until acceptable price levels can be reached,” Dan Roling of
Merrill Lynch wrote. “Accordingly, we reiterate our buy on the shares of Arch Coal.”

Merrill Lynch’s 12-month price objective of $25/share represents a 20 percent discount to the market multiple for 2004

arnings, Roling noted. Historically, Arch has traded between 12 to 14 times earnings. :

Further, Roling is bullish on Peabody Energy’s acquisition of the remaining interest in Black Beauty Coal.

_“We view this acquisition as a positive step in the further consolidation of the coal industry,” Roling wrote.

Merrill Lynch reiterated its “buy” on Peabody shares.
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Fight over Ky. coal plant spills over to other states

Monday, April 7, 2003

Fight over Ky. coal plant spills over to other
states

The Associated Press

LOUISVILLE - The battle over a proposed coal-fired power plant in
western Kentucky extends beyond the state's borders, an
environmentalist says.

“It's important to stop this plant,* said John Blair, who Iead_s Vlalley
Watch in Evansville, Ind. “If it gets the financing and permits, |t_w1|l
be followed by additiona! plants in this region.” Biair was re;fe.rrlng to
Peabody Energy's proposed Thoroughbred plant, to be built in
Muhlenberg County's Central City. His group hqs jomec_i the Sierra
Club in opposing the plant, in part because of air pollution concerns.

Blair was one of several speakers who addressed about 25 Sierra
Club members from nine states in Louisville over the weekend for
the club's Midwest Regional Conference on coal-fired power plants
and other concerns. .

Coal Daily, 4/8/03

In Brief...

Evolution said yesterday it had
brokered what may be the first coal
futures transaction on the New York

~ Mercantile Exchange's ClearPort

"~ system (CD 3/10/03; 4/2/03): The
deal called for 5 barges/month
running from July to December 2003
at 33.25/ton. The transaction is being
cleared through NYMEX, so neither
counterparty is aware of the other's
identity.

Investment firm Friedman Billings
Ramsey & Co. identified Arch Coal,
CONSOL Energy and Peabody Energy
as three publicly-traded coal
companies that would be likely to
benefit from language in the upcoming
US House and Senate energy bills (CD
3/25/03). Grants and tax credits
stemming from clean coal technology
funding could be available to these
companies, which are some of the
largest producers of coal in the US.
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" oal-fired plant called health threat

Courier & Press
By The Associated Press

April 7, 2003

LOUISVILLE, Ky. - The battie over a proposed coal-fired power plant in western Kentucky extends beyond the state's borders,
an environmentalist says.

"It's important to stop this plant," said John Blair, who leads Valley Watch in Evansville, Ind. "If it gets the financing and
permits, it wili be followed by additional plants in this region."

Blair was referring to Peabody Energy's proposed Thoroughbred plant, to be built in Muhlenberg County's Central City. His
group has joined the Sierra Club in opposing the piant, in part because of concerns about air pollution.

Blair was one of several speakers who addressed about 25 Sierra Club members representing nine states during a gathering

in Louisville over the weekend for the club's Midwest Regional Conference on coal-fired power plants and other environmental
concerns.

In October, the Kentucky Division for Air Quality, which is part of the Natural Resources and Environmental Protection
Cabinet, issued a pre-construction air permit for the plant.

But environmentalists appealed the decision in November, questioning whether the plant would meet the federal Clean Air
Act's requirements.

Svec, a spokesman for St. Louis-based Peabody, said the company is working through the appeals process.

"We believe the plant will set new standards for the best available control technologies for emissions and will be cleaner than
the national average,”" Svec said.

But environmentalists said Thoroughbred represents a health threat.

Liz Natter, an attorney who represents the Sierra Club in its legal challenge to the air permit, said the case is important

because of the health issues as well as the potential environmental impact on Mammoth Cave National Park, about 50 miles
east of the proposed plant.

The health effects also could reach many peopie beyond the immediate area, including Louisville, Natter said.
"Pollution from coal-fired plants travels a long way," she said.

Citing Peabody's permit, the environmentalists' appeal said the plant has the potential to emit annually 420 pounds of
mercury, 509 tons of volatile organic compounds, 326 tons of sulfuric acid mist and 10,948 tons of sulfur dioxide.

Oral arguments are scheduled to begin Sept. 19, and a formal hearing before an administrative law judge has been scheduled
for Nov. 3-14, with an extra day, Nov. 21, if needed.
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The significance of the battle over a proposed coal-fired power plant in Western Kentucky extends beyond the
state's borders, an environmentalist said yesterday. '

"It's important to stop this plant," said John Blair, who leads Valley Watch in Evansville, Ind. "If it gets the
financing and permits, it will be followed by additional plants in this region."

Blair was referring to Peabody Energy's proposed Thoroughbred plant, to be built in Muhlenberg County's

Central City. His group has joined the Sierra Club in opposing the plant, in part because of concerns about air
pollution.

Blair was one of several speakers who addressed about 25 Sierra Club members representing nine states during a
gathering in Louisville for the club's Midwest Regional Conference on coal-fired power plants and other
environmental concerns. The conference, being held at the Inn at Jewish Hospital, concludes today.

In October, the Kentucky Division for Air Quality, which is part of the Natural Resources and Environmental
. Protection Cabinet, issued a preconstruction air permit for the plant.

_at environmentalists appealed the decision in November, questioning whether the plant would meet the federal
Clean Air Act's requirements.

Vic Svec, a spokesman for St. Louis-based Peabody, said the company is working through the appeals process as
well as seeking partners to help build and operate the plant, which could begin producing power in 2007 or 2008.

He said the plant "provides the basis for low-cost electricity and for major economic benefits to the region, and
allows for various strong environmental improvements.

"We believe the plant will set new standards for the best available control technologies for emissions and will be
cleaner than the national average.

"The United States needs additional energy resources, and they have to be low-cost. Kentucky is in a wonderful

position to provide lowcost electricity and can do so in a way that is friendly to the environment, and that's what
Thoroughbred represents."

In the minds of the environmentalists, however, Thoroughbred represents a health threat.

"There's plenty of solid government research that coal-fired pollution is killing people," said Liz Natter, an
attorney who represents the Sierra Club in its legal challenge to the air permit.

Natter said the case is important because of the health issues as well as the potential environmental impact on
Mammoth Cave National Park, about 50 miles east of the proposed plant.

4 e health effects also could reach many people beyond the immediate area, including Louisville, Natter said.

"Pollution from coal-fired plants travels a long way," she said.

http://www.courier-journal.com/localnews/2003/04/06/ke0406035392825 .htm | 04/07/2003



Environmentalists rally against coal-fired plant for Muhlenberg Page 2 of 2

Natter also said: "It's time for Kentucky to catch up with other states in using the latest and cleanest technology

for making electricity from coal. Our position is that Thoroughbred rejected or failed to consider technology that
could make it cleaner."

/said technology is changing rapidly, and "we don't want to be permitting today in Kentucky for plants that are
going to be obsolete in three, four or five years and become the belching dinosaurs of tomorrow."

Citing Peabody's permit, the environmentalists' appeal said the plant has the potential to emit annually 420
pounds of mercury, 123 pounds of beryllium, 509 tons of volatile organic compounds, 326 tons of sulfuric acid
mist, 6,029 tons of nitrogen oxides and 10,948 tons of sulfur dioxide.

The case is proceeding through the appeals process, with depositions being taken and documents being studied.

Kerry Holt, a spokeswoman for the state Natural Resources Cabinet, said oral arguments are scheduled to begin

Sept. 19, and a formal hearing before an administrative law judge has been scheduled for Nov. 3-14, with an extra
day, Nov. 21, if needed.

"I think we're fighting a good fight," Natter said in an interview. "We're up against an opponent with far more

resources than we have, but we're in it for the future -- of Kentucky's air quality, and of the health of kids who
will breathe that air."
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Coal Daily, 3/17/03

horoughbred Permit
egotiations Break Down

Peabody Energy's proposed 1,500 MW power plant in
Muhlenberg County, Ky., hit another hurdle this week as
negotiations over its air pollution permit broke done.

Peabody lawyers had been meeting privately with a
mediator and with lawyers for the Sierra Club and other
environmental groups which last November appealed the
decision by Kentucky regulators to grant Peabody an air
permit for its proposed Thoroughbred Energy plant (Cb 11/
12/02; 11/18/02; 1/24/03). ,

But attempts to mediate the appeal have fallen through,
according to both sides, and they now expect the matter
to go before a state hearing officer in late July.

Both sides said they were legally bound not to discuss
details of the negotiations. _

Opponents have made clear what their objections are,
though. While Peabody insists that the two-year permitting
process resulted in stringent environmental controls,
environmentalists contend it wasn't rigorous enough. They

want additional
analysis - of
downwind pollution
from the plant, and
insist that Peabody
has failed to design
“best-available”
pollution-control
technology for the
plant.

Location
has been a major
issue. EPA -ranks
Muhlenberg County

10th out of 736 counties in the southeastern US for health
risks associated with air pollution. _

Peabody argues that technology for the proposed $2
billion plant will remove 98 pct of the SO, from the western
Kentucky coal to be burned there and more than 80 pct of
the NO,. But environmentalists want hourly emissions limits
that would hold the utility responsible for large one-time
releases of several categories of pollutants.

Senate Sees New
Clean Coal Tech Bill

A bill offering tax credits and funding for clean coal
technology was introduced into the US Senate last week.
The legislation is similar to a bill that was introduced in
the House (CD 3/13/03).

Senate Bill 582 would create the Clean Coal Energy
Research, Development and Demonstration Act of 2003. The
legislation would give increased funding to clean coal
technology development and speed implementation of
equipment.

Introduced by Sen. Jim Bunning (R-Ky.), the legislation
authorizes the appropriation of $2 billion for technology
development, including the creation of a new research and
development program. The program would be geared towards
demonstrating best available -control technologies at new

-and existing plants, and would also offer grants to

universities to advance new clean coal technologies. The
program also authorizes the government to pay up to 50
pct of a privately sponsored clean coal demonstration project
that the Department of Energy has approved.

The bill would also make available tax credits for
utilities to use when installing clean coal technology.
Among the bill's provisions are:

« a production tax credit of 0.34¢/kWh
for electricity produced from existing
coal-based facilities that have
repowered with clean coal technology
within 10 years of the bill;

« a 10 pct investment tax credit for
investments in qualifying advanced
clean coal technologies for use in new,
retrofitted or repowered units;

+ an efficiency-based production tax
credit during the first 10 years of
operation of a new, retrofitted or
repowered qualifying advanced clean
coal facility; and

+ an offset against payments required
as an annual return on appropriations
by the Tennessee Valley Authority.
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ralks collapse on power plant permit talks collapse
Peabody foes expect state hearing

By MARK WILSON Courier & Press staff writer 464-7417 or mwilson@evansville.net
March 14, 2003

Attempts to mediate an appeal of the air pollution permit for a proposed power plant in Muhlenberg County, Ky., have broken
down, attorneys for both sides said. ’ '

Oppdnents of Peabody Energy's Thoroughbred Energy Campus are now expecting their challenge to be heard before a
Kentucky hearing officer in Frankfort, Ky., beginning on July 28. The hearing could last up to two weeks, said Liz Natter, an
attorney representing the Sierra Club, Valley Watch and several concerned citizens in the appeal.

Both sides said they were Iegally bound not to discuss details of the mediation effort. A Peabody representative also declined
to discuss the company's motion to have at least part of the challenge to its permit thrown out.

The groups want the permit for the 1,500-megawatt power plant to be built near Central City, Ky., sent back to be reworked.
The power plant would be one of the first coal-burning power plants built in the country in years.

The appeal was filed in November 2002 after a permit process that lasted nearly two years - and which Peabody

spokeswoman Beth Sutton contends resulted in a project with even stronger environmental controls. "The permitting process

is rigorous. We have engaged in a very open permitting process for a period of more than 18 months," Sutton said. "The

points that are being made (by opponents) have been fully vetted and carefully considered by the Commonwealth and

" ple regulatory agencies. There were two public hearings and comment periods, both of which were extended." Opponents
.-gree that the permit that resuited from that process will be protective enough of human health and the environment.

"I'm still disappointed that we don't have any downwind (pollution) analysis and no preconstruction monitoring was done. It is
clear that there are likely to be violations (of the new ozone pollution standards)," said John Blair, president of Valiey Watch,
an Evansville-based environmental group.

Blair said he believes that the project will have an impact on Evansville air quality.

In addition to charging that there was an inadequate review of the risk to human health and the environment, the lawsuit also
charges that the proposed power plant will affect Mammoth Cave National Park and that the permit violates the federal Clean
. Air Act by not requiring the best available poliution control technology.

Muhlenberg County ranks 10th out of 736 counties in the Southeastern United States for health risks associated with air
pollution, according to the U.S. Environmental Protection Agency.

Peabody argues that the $2 billion plant would remove up to 98 percent of the sulfur from the high-sulfur Western Kentucky
coal to be burned there and more than 80 percent of the ozone-causing nitrogen oxide.

The Sierra Club would also like the permit to include an hourly emissions limit that would help hold the utility responsible for
large one-time releases that might cause environmental and health threats but not skew the averages for the other limits
enough to bring enforcement actions. :

http://www.myinky.com/cr/cda/article_print/1,1250,ECP_745_1811156,00.html ’ 03/14/2003



Pollution permit battle continues for proposed
Peabody power plant

. By MARK WILSON, Courier & Press staff
March 14, 2003

EVANSVILLE -- Attempts to mediate an appeal of the air
pollution permit for a proposed power plant in Muhlenberg
County have broken down, attorneys for both sides said.

Opponents of Peabody Energy's Thoroughbred Energy
Campus are now expecting their challenge to be heard before
a Kentucky hearing officer in Frankfort beginning on July 28.
The hearing could last up to two weeks, said Liz Natter, an
attorney representing the Sierra Club, Valley Watch and
several concerned citizens in the appeal.

Both sides said they were legally bound not to discuss details
of the mediation effort. A Peabody representative also
declined to discuss the company's motion to have at least part
of the challenge to its permit thrown out.

The groups want the permit for the 1,500-megawatt power
plant to be built near Central City sent back to be reworked.
The power plant would be one of the first coal-burning power
plants built in the country in years.

The appeal was filed in November 2002 after a permit process
that lasted nearly two years -- and which Peabody
spokeswoman Beth Sutton contends resulted in a project with
even stronger environmental controls.

"The permitting process is rigourous. We have engaged in a



very open permitting process for a period of more than 18
months," Sutton said. "The points that are being made (by
opponents) have been fully vetted and carefully considered by
the Commonwealth and multiple regulatory agencies. There
were two public hearings and comment periods, both of which
were extended."

Opponents disagree that the permit that resulted from that

process will be protective enough of human health and the
environment.

"I'm still disappointed that we don‘trhave any downwind
(pollution) analysis and no preconstruction monitoring was
done. It is clear that there are likely to be violations (of the

new ozone pollution standards)," said John Blair, president of |

Valley Watch, an Evansville-based environmental group.

Blair said he believes that the project will have an impact on
Evangsville area air quality.

In addition to charging that there was an inadequate review of
the risk to human health and the environment, the lawsuit also
charges that the proposed power plant will impact Mammoth
Cave National Park and that the permit violates the federal

Clean Air Act by not requiring the best available (pollution)
control technology.

Muhlenberg County ranks 10th out of 736 counties in the
Southeastern United States for health risks associated with air

pollution, according to the U.S. Environmental Protection
Agency.

"They failed to use or consider available off the shelf

technology that would allow this to be a cleaner plant," Natter
said.

The permit sets limits on the amount of various pollutants the
plant can release into the atmosphere. Coal-fired power plants
are regarded as major sources of pollutants such as nitrogen
oxide, sulfur dioxide, particulate matter and mercury that
contribute to smog, acid rain and other environmental and
health problems.

Peabody argues that the $2 billion plant would remove up to
98 percent of the sulfur from the high-sulfur western



Kentucky coal to be burned there and more than 80 percent of
the ozone-causing nitrogen oxide.

The permit limits the plant to emissions of 0.08 pounds of
nitrogen oxide per million Btus, and 0.41 pounds of sulfur
dioxide per million Btus over a 24-hour average or 0.167
pounds over a 30-day average.

The Sierra Club would also like the permit to include an
hourly emissions limit that would help hold the utility
responsible for large one-time releases that might cause
environmental and health threats but not skew the averages for
the other limits enough to bring enforcement actions.

Environmentalists also take exception with permit language
that allows Peabody to only test the coal it burns for mercury
four times a year.



March 7, 2003



PSC fears U.S. rules could raise power costs
Open-market push could hurt consumers, Kentucky economy

By BILL WOLFE
- bwolfe@courier-journal.com

The Courier-Journal

Kentucky's Public Service Commission is trying to pull the plug on changes being pushed ‘t3y the Federal
Energy Regulatory Commission that the PSC fears could raise power rates here — and cut into the
economic advantages Kentucky gains from its relatively cheap electricity. '

Concerns center on the federal regulators and on the Midwest Independent Transmission System Operator
(MISO), a FERC-approved organization that manages a multi-state energy grid to ensure the smooth flow
of electricity and to foster a regional marketplace for electricity.

By next March 31, MISO, in Carmel, Ind., also will launch and operate a wholesale market where utilities
will buy and sell electricity online.

MISO said its efforts will increase revenues to Kentucky utilities by helping them export surplus power
and will give the state a backup power source should it ever need one.

But critics say the push for an open market in electricity will leave Kentucky consumers paying costly
administrative fees into MISO and footing at least some of the bill for power-grid improvements needed
to serve out-of-state customers.

.~ MISO and FERC officials insist they are part of a movement that will generate a more efficient and
- reliable electrical system for everyone.

"We provide independent calculations of the capacity on the transmission lines," said MISO

spokeswoman Mary Lynn Webster. "We have an independent market monitor and an independent
marketing plan in place."

FERC spokesman Bryan Lee cited "considerable" gains in reliablity and efficency by using MISO.

But the Kentucky Public Service Commission and LG&E Energy, parent of Louisville Gas & Electric Co.
and Kentucky Utilities, aren't sold on the idea.

"We really don't need the things that MISO is selling," said Martha Morton, an engineer with the
Kentucky Public Service Commission.

LG&E Energy pays $6 million to $10 million a year in administrative fees to MISO — costs that could be

passed on to consumers if they affect LG&E's bottom line, said Doug Bennett, spokesman for the power
company. _ , '

"Our primary concern is, are those costs just and reasonable?" said Mark J ohnson, director of transmission
operations for LG&E. "It becomes an issue of do we need a Rolls Royce, or would a Chevy do?"

"Based on some of our preliminary review, there is a question as to whether or not maybe we are going
too far," Johnson said.



The commission contends that benefits from the market and grid improvements are likely to flow to
high-cost energy states like Michigan and Ohio, and that Kentucky, where coal-fired generators give the
state the lowest-priced electricity in the nation, would see only added costs.

The potential for additional business from out-of-state companies has Peabody Coal Co. applaudmg
L efforts by the federal commission and MISO.

That will make it easier for companies like Peabody to build generating plants in Kentucky, burn
Kentucky coal and sell the power out of state, said Jacob Williams, vice president of generation
development for the St. Louis power and mining company.

MISO doesn't concede that its operations ultimately will raise prices for Kentucky consumers. In fact,
LG&E may save money by turning over some of its transmission oversight duties to the regional
organization, said Ron McNamara, the organization's vice president of regulatory affairs and chief
economist. Also, "the LG&E transmission system should be able to run more efficiently because of that," -
he said, resulting in "a more optimal mix of generation at a lower cost."

. Kentucky officials also complain that the federal and MISO efforts seem intended to create a "socialized"
power market, where everyone pays similar rates for power. That would diminish one of Kentucky's
strongest marketing tools — the cheap power that has helped attract auto plants, steel and aluminum mills
and other manufacturers. Kentucky wants to maintain its price advantage.

Moreover, they contend that MISO is taking on a role that Kentucky and other states never 1mag1ned when
its foundations were laid in the 1990s.

MISO's initial task was to monitor the region's power grid, direct electrical traffic, ensure open access to
power lines and avoid congestion on the grid. It also would set up a one-price payment system for utilities
that send their power across grids operated by other systems so that they would not be charged multiple
layers of access fees.

Grumbling began from utilities opposed to new administrative fees and transmission charges that go to
operate MISO. LG&E, in particular, is irate that FERC set aside a deal the Louisville company had
worked out with MISO that would have deferred certain transmission charges for six years.

In a filing with FERC, LG&E berated the federal regulators, who it said had "ignored the benefits
provided by LG&E/KU to the entire MISO grid." Instead, the commission "has elected to ram down the
throats of these low-cost utilities costs clearly not commensurate with benefits received," the company
said in a request for a rehearing.

LG&E argued that about 90 percent of its electricity goes to its regular customers in Kentucky and that it
"receives little benefit from LG&E/KU's participation in MISO."

"On the other hand," LG&E wrote, "other MISO customers will likely obtain substantial benefits from
LG&E/KU's participation."

FERC's Lee said that the wholesale market was "not something that we are requiring the region to do as

much as they are asking to do," and that it represented requests from a consensus of state regulators from
within MISO.



Kentucky's regulators are leery of taking additional loads onto the state's power lines that would require
expanding and improving the statewide grid — especially if the power serves customers in other states.

The state's gnd can handle its "native load" reliably, the PSC said in a 2001 study. But it was "not

designed to move large amounts of power through the state, and attempting to do so could threaten
reliability of those transmission systems."

It would be unfair to ask Kentucky consumers to pay for system upgrades, the study said, and "there is no
evidence of tangible economic benefits" for those customers.

Kentucky customers would not necessarily have to pay for transmission upgrades, said James P.
Torgerson, president of MISO.

"Our position on that is that those who benefit should be those who pay the cost," he said.

~ MISO officials also argue that the cost of operating the new wholesale energy market won't burden typical
customers. "The cost to a consumer in Kentucky is about 1 cent a month," Torgerson said.

PSC spbkesman Andrew Melnykovych said the commission's disagreements aren't as much with MISO as
with the federal regulators who set the organization's mission.

FERC's approach is "a blatant effort to federalize the electricity industry" and push states away from a
regulated power industry toward a free-market system, Cooper said.

"It's a perfectly rational choice not to be part of it, and they are trying to force everyone to take part," he
said.

Lee said that open energy markets "are a fact of life for wholesale power at this point. We can't stuff the
genie back in the bottle."

However, he said, "whatever the startup costs are for the people of Kentucky, they will pay dividends in
the long run."
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PEABODY:: cnmcs SEEK:
‘| TO ‘CREATE CONFUSION"

- Peabody Energyi is accusmg a
coalition ™ of .environmentat-
groups of attemptingto “createé
confusion” aboutthe'source of
coal the companyintends to use
atits proposed Thoroughbred
Energy.Campus, a nearly $2-bil-

lion" project  in- Muhlenberg .

County, Ky., that will include a
1,500-megawatt power plant
and an adjacent underground
mine.

-Inlate ]anuary, Peabody ﬁred
offa spirited response to U.S.
Environmental Protection Agen-
cy (EPA) Administrator:Christine
Todd Whitman after the envi-
rorimental groups petitioned
Whitman-to evérturn a Kentucky
air-quality permitissued late Jast
year for the project because
Peabody allegedly “misled” reg-
ulators about Theroughbred:

The groups, led by the Natural
Resources Defense Council,
claimed-the St. Louis-based coal
company has attempted to jus-
tify its refusal to burn lower-sul-
fur coal in Thoroughbred. or
wash higher-sulfur coal before
itisusedin the plant “byrepeat-
edly asserting that the plant
would draw its coal frem-an
adjacent mine that contained
only high-sulfurcoal and had no
space for a coal-washirg opera-
tion.” They forwarded thie EPAa -
document that-puirpoertsito-cast
doubt on Peabody’s-assertion
that Thoroughbred would be a

mine-mouth Operatwn 6

cording to the mefiit prep
by the U:S. Fish and:Wildlife

Service, 4 Peabody official iden- G

—

"~ tified only asa “safety engineer” ;
" is quoted.'as sayrﬁg during a
] meeunglastAugust atPeabody's

- Gibraltar mine near. the

Thoroughbred plant site that the

eabody mine would-enty
yperate for- three or four years.
ATh : :Peabody would trans-
port coal to the power plant-
from a new mine to be located
-near. Island. in nerghbormg
"McLean County. '
Peabody, saying it wanted to. |

“set the record straight,” told
Whrtman the envrronmental
_groups “in¢orrectly assume that .
the Grbraltar mine would be the

source of the coal” for. Thor-
oughbréd.

" “As indicated in numerous
, permit documents, the coal for
(T horoughbred ) will come from
the 'oposed Thoroughbred
. mine; “which hés yétto be.con-
_stracted anid. pu 0 opera-
tion,” Peabody ‘said. “The new
Thoroughbred mine, as stated,

| is adjacent to-the plant site, but
| itisnotthe existing ‘Gibraltar
| mine,” which is a surface mine

located to the east of the (Thor-

" oughbted) site.” The Thor-
; oughbred mine is expected to
| produce at least 4 million tons

—

of.coal-annually. The Therough:
bred mine portal and facilities
will be Jocated on property adja- '
cent to and less than two miles |
northwest from the Thorough-
bred site, Peabody said.

Coal will be moved by con-
veyor from the Héw mine to the
power plant. . Over the 30-plus- .-
year.design life.of the pow‘er '

plant; the ’I‘horoughbred mitie’ '

will e)'ztend urrdergr'o uﬁ
three countr -
Ohio, and Mclean, in. western
Kentucky. ‘
Peabody said the ma]onty of
the Thoroughbred site and the

' Muhlenberg,

+ new mine site v

wrll ‘be under

' From-an envi

| mine safety standpoint, “
. makes the area unsuitable for
locating the large’ surface
impoundnents needed to treat

" ¢oal'wash sturry,” the company

“Therefore,
would hiive to

* site. The econ

; ronmental

vtransportatlon dl

washing unde
dre uhacceptablé for the Thor- /

, oughbred project.” CA _ .




NEW MINE -

INSPECTORS TC BE HIRED !

The Bush administration
plans to create 55 new inspector
jobs at coal, metal, and non-
metal mines, in addition to 21
new jobs to staff the newly
established Office of Small Mine
'Health and Safety, 11 to improve
safety and prevent accidents of
the kind in the recent past.

The new office regulates more
than 6,500 mines nationwide,
each mine employing five or
fewer individuals, and the office
covers about one-half of all met-
al and nonmetal mines, and up

t0 20% of all coal mines, accord-
ing to Assistant Labor Secretary
Dave Lauriski, chief of the Mine
Safety and Health Adminis-
tration (MSHA).

The small mine fatality rate in
2000, the latest data available,
was nearly four times greater
than the rate in mines with 20 or
more employees, Lauriski said.
“We need to reach out to those
folks and help them improve,”
he said. N

Public attention on mine safe-
ty heightened since the dramat-
ic rescue of nine Quecreek
miners from a flooded pit near

Coal Age Magazine

March 2003

" Somerset, Pa., last July, and

more recently, the accidental
deaths of three contract employ-
ees drilling a mine shaft in
northern West Virginia.

MSHA proposes a budget of
$266 million for fiscal 2004, an :
- increase of less than 1% from the

$264 million requested the pre-

" vious year. The agency was crit-

icized for having cut its budget
6% in fiscal 2002.

“The most important thing is

how do we allocate the re-
sources to get the bestreturn on
ourinvestments,” Lauriski said.

"And_of course, our investiment
in employee time, and then the
return on that investment is
most certainly the number of
people we help send home to
their families at the end of each
and every work shift.”

MSHA TO BOOST
CIVIL PENALTIES

The Mine Safety and Health -
Administration (MSHA) plans to
increase its fines by about 10% -
to account for inflation. The new
fine schedule raises the maxi-
munm civil penalty from $55,000
to $60,000. The new fines will
take effect April 11 and they will |
apply to citations and orders
issued after April 11, but not to
pending fines.

The Debt Collection Improve-
ment Act of 1996 authorizes fed-
eral agencies to adjust civil
penalties to account for inflation
at least once every four years.

MSHA last adjusted its fines
for inflation in June 1998. The
agency plans to increase its civ-
il penalties by 10.4%, a factor
equal to the increase in the gov-
ermunent’s conswmer price infla-
tion index since then.

The direct final rule increas-
es the maximum daily civil
penalty by $1,000 to $6,500. It
keeps the penalty for miners
who use or carry smoking mate-
rials underground at $275,
because the Inflation Adjust-
ment Act requires agencies to
round some penalty increases
to the nearest $100.
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Ty woild be s_u_p‘phed 'from-but-of‘—'st-ate‘soﬁrces, e study says.
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Mammoth Cave National Park in-

. cludes the longest cave known on’

- Earth. But Kentuckyians are justas |
proud of its surface activities, which
include backpackmg and hiking on 70

- miles of rugged trails and angling and

, canoeing on more than 30 miles of

| the Green and Nolin Rivers. So when

" “the Kentucky Division for Air-Qual-
ity approved construction of a coal-
fired power plant just 50 miles west
of the park, the Cumberland Chapter i

" and local conservation groups 1m}n:cd1~
ately appealed the decision. Mammoth
Cave already has the worst average visi-
bility of all national parks, and Peabody
Energy’s 1,500-megawatt coal-fired

. plant would release 22 million pounds
of sulfur dioxide into Kentucky skies

i every year.

; But the Interior Department SIgned

| off on the state’s project, saying that the

| plant can initially operate at high emis-

. sions levels, with the company prom-

I ising to lower them after two years.

+ Environmentalists suspect that the cozy

~ compromise is related to the fact that

Peabody is a major Republican contrib-

! utor, and its chair, Trl Engelhardt; was

| an energy adviser to the Bush-Cheney

transition team. Club activists want _

: Kentucky to require Peabody to use

: “best available” pollution-control tech-

- nology as mandated by.the Clean Air

Act—and they’ll work oni securing best

available decision-makers 1 in the next \

. election.
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Boiler Industry: Surviving Rough Waters
By: Brian K. Schimmoller, Managing Editor

Market forces have dampened activity in the boiler industry, but various factors are sustaining a
suprising level of interest.

The boiler industry, which has gone through several ups and downs in recent years, sits in choppy

waters these days, buffeted on all sides by an array of economic, regulatory and financial issues. At
the beginning of the gas turbine boom, the boiler market - outside of heat recovery steam generators -
was flat to nonexistent. Environmental pressures, pending legal action against a number of coal plant

owners, and the higher cost and longer development times associate with boiler plants, kept the market
stagnant .

In the midst of the gas turbine boom, however, fortunes turned and the boiler industry looked poised
for substantial growth, as high gas prices and concerns about fuel security led many utilities and
plant developers to seriously evaluate coal-fired boilers for meeting future demand. Upwards of 50,000
MW of coal-fired boiler capacity was in some phase of development in early 2001.

The economic downturn, coupled with the financial and credit crunch in the power generation industry
in Tate 2001 and 2002, turned the tables on the boiler market again, and many of the solid-fuel boiler
plants under development quietly made their way to the back burner. New orders for HRSGs began to slow

during this time as well, in Tine with the overall industry slowdown and the rash of power plant
project cancellations.

Which brings us to early 2003. Gas prices have risen substantially, but the price rise has not
reinvigorated the boiler market - yet. With reserve margins climbing as new gas-fired power plants
come on-1ine, and with economic activity still subdued, developers are taking a much more cautious
approach than they did two years ago. The effect of liquefied natural gas (LNG) has also been
amplified. "LNG terminal operators and developers claim they can deliver gas to the U.S. coast for
less than $4.00/MMBtu.“ said Dennie Hunt, chairman of the board of the American Boiler Manufacturers
Association (ABMA). "I've also heard from power plant owners that they will favor gas turbine-based
plants over solid-fuel plants at gas prices up to $4.50-4.75/MMBtu." This changes the historic
economic equation with respect to boiler development.

Still, the longer higher gas prices persist, the more attractive coal-fired power plants become - and
the potential for a tight domestic gas market remains quite high. "A record level of domestic drilling
for natural gas in 2001 failed to produce the desired supply response necessary to adequately fuel the
new generat1on of gas-fired capacity already installed, and with many more units continuing through
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construction in 2003, this undersupply trend is anticipated to continue,” said Bernard H. Cherry,
president and CEQ of Foster Wheeler Power Group Inc. Despite gas prices of $4 and $5/MMBtu, twice the
traditional market Jevels, domestic drilling activity continues to stagnate.

New Capacity Requirements

A valid question facing boiler developers is how much new capacity will be needed over the next
several years. With 27 GW of new capacity brought on-Tine in 2000, 43 GW in 2001, about 62 GW in 2002,
and another 25-30 GW planned for completion in 2003 - almost exclusively gas-turbine capacity - the
need for additional capacity is uncertain. In its recently released Annual Energy QOutlook, the Energy
Information Admiriistration projects the need for 164 GW of capacity between 2001 and 2010. However,
with more than half of that total already in operation by 2003, the market for new generation through
2010 comes in well below 10 GW per year. EIA predicts 74 GW of new coal-fired capacity between 2001

and 2025, 17 percent of the new capacity total (428 GW), but almost all of that is projected for
operation after 2010.

The end of the gas turbine boom is forcing everyone to re-evaluate growth plans. Absent a 1990s-type
economic boom, growth will be Timited_for the next several years. "I don't expect the industry to come
out of the current slump in new orders until 2006/07," said Hunt. “And when new orders do come, it's
not clear if the new orders will be filled by new equipment or by the growing number of gas turbines

and HRSGs in storage or never completed." This introduces yet another uncertainty factor to the boiler
market .

The industrial side of the boiler market faces similar challenges. "The industrial boiler market is
almost entirely dependent on the economy and the removal of regulatory and economic uncertainty.” said
Randy Rawson, president of ABMA. "Until the markets calm down and we experience significant growth in
manufacturing, I don't see managers making decisions for major upgrades and optimizations. For
industrial boiler owners. the key is New Source Review. and whether people will be able to make
~confident long-term capital decisions regarding equipment upgrades . "

The makeup and operation of electricity markets will also influence the boiler market. For example,
given the current economics of electricity sales, changes in how the value of coal-fired generation is
perceived are bound to result. As gas prices escalate, the "coal spark spread” (difference between
power prices and coal prices) rapidly increases as well, which significantly improves the
profitability and value of coal-fired units.

“"The year-on-year change in coal spark spread in fourth quarter 2002 from fourth quarter 2001 was up
approximately. 140 percent - at $20.85/Mih versus $8.80/MWh," said Foster Wheeler's Cherry. "This was
partly due to a 40 percent increase in electricity price, year-on-year, in parallel with a modest
decline in coal prices. Power-generation industry participants. with large proportions of coal-fired
generation, are currently seen to have significant potential for earnings-per-share improvements,
while predominantly gas-dependent electricity producers are expected to see declining earnings.
despite the higher electricity price levels. If this paradigm shift in fuel prices for electricity

continues, the boiler industry could have no better promotion than the actual economics of daily
electricity sales.”

Regulatory Certainty

With the Republican Party attaining control of both houses of Congress, and with recent actions from
. the Bush Administration pertaining to environmental issues, many boiler-related participants are
optimistic about finally achieving the environmental certainty that will permit capital improvements.
Whether it's piecemeal, through individual legislative and regulatory proceedings, or comprehensive,
through an energy bill, is open to debate, but it's 1ikely that 2003 will see movement on a range of
issues, including New Source Review, multi-pollutant control. and renewable portfolio standards. "If
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the Republican Congress doesn't capitalize on this opportunity to take some regulatory and legislative
action with respect to environmental certainty, it will be a major disappointment," said Rawson.

The Bush Administration is already moving on New Source Review (NSR). In late November 2002, the EPA
proposed revisions designed to overhaul the NSR Program under the Clean Air Act, making it easier for
power plants to upgrade or perform maintenance without triggering New Source Review. EPA is also
seeking comment on language defining how routine maintenance, repair and replacement (RMRR) activities
would be handled, a controversial issue with a lengthy history.

The new NSR provisions could make projects such as the steam turbine upgrade at Xcel Energy's Valmont
plant in Colorado more common. Valmont spent $15 million to increase their steam turbine capacity from
181 to 195 MW without increasing Btu input, according to Thomas Hewson, principal with Energy Ventures
Analysis, in a report published in Electric Light & Power. Heat rate at Valmont fell from 10,400
Btu/kWh to 9,272 Btu/kWh, an 11 percent improvement.

“If the NSR is issued as the Bush administration proposed it. you'll see much more investment such as
Valmont's with accompanying improvements in heat rate."” said Hewson. Moreover, the investment risks
tagged to such projects will 1ikely be orders of magnitude Tower than those associated with new boiler
construction projects. The fate of the proposed NSR revisions is not certain, however, as several
Congressional critics have promised to effectively kill the new rules by refusing to a]]ow EPA to
spend money on implementation or enforcement.

Project Development

Although new boiler-based project development has slowed in the past year, it has not stalled
completely. Several large-scale projects continue. Although Reliant Energy has had to cancel or delay
at least a half-dozen projects - primarily gas-fired turbine projects - because of market and
financial conditions, construction never slowed at its Seward plant in western Pennsylvania. The 521
MW (net) waste-coal-fired merchant fluidized bed boiler project. which Reliant is developing with EPC

contractors Duke/Fluor Daniel and Alstom Power, is within budget and on-schedule for a May 1. 2004
operational date.

Construction was about 65 percent complete as of mid-January 2003, with all major materials on-site.
Somewhat ironically, Seward actually benefited from the industry slowdown, since the anticipated labor
shortage associated with power plant construction never materialized, according to Mike Proffit,
Reliant Project Engineering Manager.

Reliant Energy is on budget and on schedule for a May 2004 start-up of the 521 MW (net) waste

coal-fired fluidized bed boiler at the Seward plant in western Pennsylvania. Photo courtesy of Reliant
Energy .

Seward recently passed one of its main project milestones, completing site remediation tasks
associated with the 3.5 million tons of waste fuel impounded on-site from previous activities. Mixing
one part waste fuel with one part CFB ash from three nearby plants, Reliant remediated much of the

100-acre site with anywhere from 5 feet to 40 feet of material, according to Project Manager Rick
Blanchette.

Despite the relatively Tow power prices around the country for the past year. Seward sits in a prime
dispatch position. "The boiler market is not very active right now because of the broader slowdown in
demand, but we'1l be the Tow-cost producer in the PJM market." said Proffit. Seward will provide
two-and-half-times more power than the unit it is replacing, but will emit 74 percent less NOx, 85
percent Tess S02, and 90 percent less particulate matter.

The Omaha Public Power District plans to build another coal-fired boiler unit at its Nebraska City
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Plant south of Omaha. Photo courtesy of Omaha Public Power District.

Peabody Energy is actively courting the merchant power market as well. The Thoroughbred Energy
Station, a 1500 MW pulverized coal boiler in western Kentucky, cleared a major regulatory hurdle in
November when the Kentucky Natural Resources Council issued an air quality permit to the plant.
Considerable opposition to the plant exists, and construction and water withdrawal permits are still
pending, but Peabody is optimistic about its future, citing a potential return to supply shortfalls
when the economy returns to normal growth rates. Peabody is still seeking partners for the project.

Wisconsin Public Service Corp. (WPSC) has proposed an additional boiler unit at its Weston Plant in
central Wisconsin, and awarded a contract in January to Black & Veatch for conceptual and detailed
engineering, permitting support, and procurement assistance. "Some of our power plants are getting old
and are more difficult to maintain." said Tom Meinz, senior vice president of WPSC. "That issue, in

conjunction with steady growth in electric demand, are the major reasons for this much-needed addition
to our system." ’

WSPC selected coal as the fuel for the 500 MW Weston Unit 4 in part to avoid the significant
fluctuations in the price of natural gas in recent years, according to Meinz. The plant will rely on
supercritical boiler technology to achieve the higher efficiency and Tower emissions required of
modern coal-fired power plants.

Farther west, MidAmerican Energy Company is proceeding with plans to add a fourth PRB coal-fired
boiler unit at its Council Bluffs Energy Center in Iowa by 2007. MidAmerican has entered into a joint
ownership agreement with 14 other utilities to take all of the plant's approximately 750 MW, according
to spokesman Kevin Waetke, and is currently in the process of defining EPC specifications and
obtaining the necessary permits. Groundbreaking is expected later this year.

Non-10U Development

Also prominent in the development of new boiler projects are the electric cooperatives, state and
municipal utilities. and public power agencies. East Kentucky Power Cooperative began construction of
the Gilbert Unit at its Spurlock Station last summer, with on-line operation set for spring 2005.
Gilbert will feature a 268 MA multi-fuel fluidized bed boiler that will fire coal as well as several
million tires a year and up to 150,000 tons of biomass.

Sunflower Electric Power Corporation, a Hays, Kans.-based cooperative, received an air qualtity
construction permit in October from the Kansas Department of Health and Environment for a new 600 M4
coal-fired power plant to be built on the site of the existing Holcomb Unit 1. The permit authorizes
Sand Sage Power LLC. a Sunflower subsidiary. to install and operate a pulverized-coal boiier, one
natural gas auxiliary boiler, and a new cooling tower, and authorizes changes to the existing coal,
Time and ash handling systems, which will be shared between Holcomb and Sand Sage.

Sunflower is proceeding with activities to secure water for the new plant and to finalize the EPC
contract, according to spokesman Steve Miller. In the plant's favor is the fact that 12 legitimate
prospects have been identified to buy power from the facility, some of which have also indicated an
interest in ownership in the plant. A hurdle yet to be scaled concerns transmission. "We have to have
continued cooperation from the RTOs and perhaps from the state of Kansas to give us the ability to
reliably move power around the state and the region.” said Noman Williams, senior manager of
transmission services for Sunflower. Sunflower expects the unit to come on-line in 2007.

In South Carolina, site preparation has begun for the $675 million coal-fired boiler expansion at
Santee Cooper's Cross Station, and 12 contracts have been let totaling $282 million, according to
Willard Strong, spokesman for the state-owned utility. Originally approved in May 2001 as a 500 MW
power plant, the Santee Cooper Board of Directors subsequently approved an upgrade to 600 MW in light
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of projected demand growth in South Carolina. Parsons Energy and Chemicals has been hired as the A/E
for the project and a subcritical boiler from Alstom Power has been ordered. Construction is expected
to begin soon after environmental permits are received, which is expected in the first quarter of
2003. On-line operation is scheduled for January 2007.

The Omaha Public Power District received approval in mid-2002 from the Nebraska Power Review Board to
build up to 600 Md of coal-fired capacity on the site of OPPD's Nebraska City plant. The size of the
boiler could be anywhere from 300 M{, enough to satisfy OPPD's projected native load growth, up to 600
MW, if OPPD can secure customers for the additional. output, according to OPPD spokesman Mike Jones.
OPPD is currently evaluating proposals from various regional utilities for buying power from the
plant. and is also pursuing permits for the plant, which is scheduled for operation in 2009.

The state of I11inois is actively courting new coal-fired power plant development. Peabody Energy is
pursuing a sister station to Thoroughbred in southern I11inois, and the state of I1linois is offering
various project subsidies and tax benefits that have attracted other plant developers.

Though rather small, at 91-MW, and funded in part by the state of I11inois and the U.S. Department of
Energy, the Corn Belt Energy Generation Cooperative plant in southern Logan County reflects the
“importance I11inois still places on its native coal resources. Corn Belt will integrate a natural
circulation boiler with advanced Tow NOx combustion and emission control technologies. The combustor
is a Babcock Power Inc. U-fired furnace that converts nearly all of the coal ash to a glass-like slag
by-product which is one-third the volume of a conventional boiler. The slag is inert and can be used
in the construction industry, eliminating the high cost for ash disposal and storage.

Back Burner

On the other side of the ledger. a variety of factors have forced several entities to cancel or delay
boiler projects in recent months. Great River Energy, which hoped to build a 300-500 MW Tignite-fired
power plant in North Dakota, announced on Dec. 31 that it had halted its feasibility study "primarily
because our latest load projections indicate an intermediate, or combined-cycle, power plant in
Minnesota would better serve the needs of our customers.” said Tim Seck. leader of GRE's baseload
study team. Seck also cited the regulatory risks associated with transmission policy and the high cost
of transmission in delivering the electricity to GRE'sS customers in Minnesota.

NRG Energy, due in large part to its financial and debt-related problems, has shelved plans, at least
temporarily, to develop an additional supercritical coal-fired boiler unit at its Big Cajun facility
in Louisiana. Duke Energy decided to halt its pursuit of a coal-fired power plant in Virginia in
September based on the economic feasibility of the project. And while Wisconsin Energy remains
committed to its "Power the Future" program, it is facing significant public opposition to its plans
to develop three supercritical boiler units at its Oak Creek plant. City officials in Oak Creek
announced in November that they oppose plans for the new units, citing the environmental impacts of an
additional "70,000 tons of pollution." One compromise option.reportedly under consideration is scaling
the program back to two new coal units rather than three.

The fact that some plants are moving forward while others are not reinforces the site-specific nature
of boiler projects. Any belief that a boom in boiler projects could mirror the boom in gas turbine
projects in terms of size and speed is fundamentally flawed, and ignores the many more complicating
factors attendant to boiler projects - including higher capital costs, longer development and
construction schedules, complex permitting and emissions control requirements, and a host of other
public concerns (noise, road traffic, visual impact, land use).

Moving forward, it will be interesting to track the dynamics between the new boiler plants and the
existing boiler fleet. Will the new boilers knock the older boilers far enough down the dispatch order
to force their retirement? With maintenance spending for existing plants significantly down and/or
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delayed at most facilities, are existing plants engineering their own demise? Will new plants be able
to accommodate future emissions control requirements more effectively than the older plants? Will the

promised efficiency and environmental performance of the new units convince skeptics that "clean coal®
is not an oxymoron?

The Next Boom

When the next “boom™ or "boomlet" hits the power industry, probably not until the latter half of this
decade, the mix of technologies will likely be much different than the turbine-dominated boom just
completed. "The next round of power plant orders in the U.S. won't be all gas turbine combined
cycles,” said Del Williamson, President of Sales for GE Power Systems. Renewable energy technologies

will Tikely make additional inroads, but the boiler industry will be an important part of the mix as
well. ’

Click here to enlarge image

Advanced technology boiler plants - gasification, fluidized bed combustion, and supercritical and
ultrasupercritical steam cycles - designed and equipped for minimal emissions and maximum efficiency,
will Tikely be more common. Movement in this direction is already occurring, as indicated by Reliant's
Seward plant, the fluidized bed repowering of JEA's Northside power plant (Power Engineering, Dec.
2002), and the selection of supercritical steam cycles for Wisconsin Public Service Corp.'s Weston
Unit 4 and EPCOR's new 450 MW coal unit at the Genesee plant near Edmonton, Alberta.

Moreover, public-private R&D is under way around the world to identify, evaluate. and qualify
materials technology for construction of coal-fired boilers with advanced steam cycles capable of
operating at much higher efficiencies than current state-of-the-art facilities. Efficiency gains of at
least 8-10 percent are expected, for example, through the materials technology being developed in a
collaborative program led by EPRI and DOE.

The efficiency increase will be achieved principally through development and application of materials
technology suitable for reliable operation under ultrasupercritical steam conditions, according to Dr.

R. Viswanathan, EPRI Project Manager. Alloy development and evaluation programs being carried out in
Europe and Japan '

havé identified ferritic steels capable of meeting the duty requirements of ultrasupercritical plants
to approximately 1150 F. A European project is under way to achieve steam conditions of about 1290 F
and 5500 psi with the help of nickel-based alloys.

The collaborative U.S. program includes work to identify, fabricate, and test advanced materials and
coatings with mechanical properties, oxidation resistance, and fireside corrosion resistance suitable
for cost-competitive boiler operation at steam temperatures of up to 1400 F at 5500 psi. In addition,
exploratory attention is being given to the materials issues .impacting boiler design and operation at
temperatures as high as 1600 F. The project is funded through the DOE's National Energy Technology
Laboratory, co-funded by the Ohio Coal Development Office, and managed by Energy Industries of Chio.
EPRI s providing overall technical direction and coordination. Participants at present include the
domestic boiler manufacturers, i.e., Alstom Power Inc., Babcock Power Inc., Babcock & Wilcox Company,
~and Foster Wheeler Inc., as well as Oak Ridge National Laboratory.

In the first year of the 5-year program, preliminary studies have been completed for two alternate
ultrasupercritical boiler designs. Areas exposed to different temperatures and pressures have been
mapped, and piping and tubing dimensions have been delineated. Candidate materials for piping,
‘headers, superheater/reheater (SH/RH) tubing, and waterwall panels have been identified.

For piping and headers, a candidate ferritic material has been identified for temperatures up to 1150
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F: and nickel-based alloys such as Nimonic 230 and Inco 740 have been identified as candidates for
higher temperatures. For SH/RH tubing, these same nickel-based alloys will be considered for the
highest temperatures, while several austenitic steels are being considered for intermediate
temperatures. For waterwall panels, T92 and T23 seem to be alternate candidates.

"Due to limitations in the strength of available alloys, initial analyses have focused on a boiler
design with a steam cycle operating at about 1350-1400 F at 5500 psi,” said Viswanathan. Unit
efficiency is estimated to be about 46 percent for a single reheat cycle and 48 percent for a double
reheat cycle; this design is estimated to reduce C02 emissions by 15-22 percent. Based on these
efficiency advantages, EPRI performed breakeven cost analyses to assess critical cost considerations:
* Based on a 20-year breakeven consideration. assumed capacity factor of 80 percent, and coal cost of
$1.50/MMBtu, an ultrasupercritical plant can be cost-competitive even if it costs 12-15 percent more
than a comparable-scale facility built using conventional boiler and cycle designs.

* Boiler and steam turbine capital costs can be higher by 40-50 percent and still be competitive.

* Balance-of-plant costs are expected to be 13-16 percent lower than those for existing boiler and
cycle designs due to reduced coal handling, pollution control and other auxiliary components.

Power Engineering February, 2003
Author (s) : Brian Schimmoller

Copyright (c) 2003 PennWell Corporation. A1l Rights Reserved.
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Boilers: Surviving Rough Waters
By: Brian K. Schimmoller, Managing Editor

Market forces have dampened activity in the boiler industry, but various factors are sustaining a
suprising level of interest.

The boiler industry. which has gone through several ups and downs in recent years, sits in choppy

waters these days. buffeted on all sides by an array of economic, regulatory and financial issues. At
the beginning of the gas turbine boom, the boiler market - outside of heat recovery steam generators -
was flat to nonexistent. Environmental pressurés. pending legal action against a number of coal plant

owners, and the higher cost and longer development times associate with boiler plants, kept the market
stagnant.

In the midst of the gas turbine boom, however, fortunes turned and the boiler industry looked poised
for substantial growth, as high gas prices and concerns about fuel security led many utilities and
plant developers to seriously evaluate coal-fired boilers for meeting future demand. Upwards of 50,000
MW of coal-fired boiler capacity was in some phase of development in early 2001.

The economic downturn, coupled with the financial and credit crunch in the power generation industry
in late 2001 and 2002, turned the tables on the boiler market again, and many of the solid-fuel boiler
plants under development quietly made their way to the back burner. New orders for HRSGs began to sTow

during this time as well, in line with the overall industry slowdown and the rash of power plant -
project cancellations.

Which brings us to early 2003. Gas prices have risen substantially, but the price rise has not
reinvigorated the boiler market - yet. With reserve margins climbing as new gas-fired power plants
come on-line, and with economic activity still subdued, developers are taking a much more cautious
approach than they did two years ago. The effect of liquefied natural gas (LNG) has also been
amplified. "LNG terminal operators and developers claim they can deliver gas to the U.S. coast for
less than $4.00/MMBtu," said Dennie Hunt, chairman of the board of the American Boiler Manufacturers
Association (ABMA). “I've also heard from power plant owners that they will favor gas turbine-based
plants over solid-fuel plants at gas prices up to $4.50-4.75/MMBtu." This changes the historic
economic equation with respect to boiler development.

Sti11, the longer higher gas prices persist, the more attractive coal-fired power plants become - and
the potential for a tight domestic gas market remains quite high. "A record level of domestic drilling
for natural gas in 2001 failed to produce the desired supply response necessary to adequately fuel the
new generation of gas-fired capacity already installed, and with many more units continuing through
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construction in 2003, this undersupply trend is anticipated to continue," said Bernard H. Cherry,
president and CEQ of Foster Wheeler Power Group Inc. Despite gas prices of $4 and $5/MMBtu, twice the
traditional market levels, domestic driiling activity continues to stagnate.

New Capacity Requirements

A valid question facing boiler developers is how much new capacity will be needed over the next
several years. With 27 GW of new capacity brought on-line.in 2000, 43 GW in 2001, about 62 GW in 2002,
and another 25-30 GW planned for completion in 2003 - almost exclusively gas-turbine capacity - the
need for additional capacity is uncertain. In its recently released Annual Energy Outlook, the Energy
Information Administration projects the need for 164 GW of capacity between 2001 and 2010. However,
with more than half of that total already in operation by 2003, the market for new generation through
2010 comes in well below 10 GW per year. EIA predicts 74 GW of new coal-fired capacity between 2001

and 2025, 17 percent of the new capacity total (428 GW), but almost all of that is prOJected for
operation after 2010.

The end of the gas turbine boom is forcing everyone to re-evaluate growth plans. Absent a 1990s-type
economic boom, growth will be limited for the next several years. "I don't expect the industry to come
out of the current slump in new orders until 2006/07," said Hunt. "And when new orders do come, it's
not clear if the new orders will be filled by new equipment or by the growing number of gas turbines

and HRSGs in storage or never completed." This introduces yet another uncertainty factor to the boiler
market . '

The industrial side of the'boiler market faces similar challenges. "The industrial boiler market is
almost entirely dependent on the economy and the removal of regulatory and economic uncertainty,” said
Randy Rawson, president of ABMA. "Until the markets calm down and we experience significant growth in
manufacturing, I don't see managers making decisions for major upgrades and optimizations. For
industrial boiler owners. the key is New Source Review, and whether people will be able to make
confident long-term capital decisions regarding equipment upgrades.”

The makeup and operation of electricity markets will also influence the boiler market. For example,
given the current economics of electricity sales, changes in how the value of coal-fired generation is
perceived are bound to result. As gas prices escalate, the "coal spark spread” (difference between
power prices and coal prices) rapidly increases as well, which significantly improves the
profitability and value of coal-fired units.

"The year-on-year change in coal spark spread in fourth quarter 2002 from fourth quarter 2001 was up
approximately 140 percent - at $20.85/Mwh versus $8.80/Mwh.” said Foster Wheeler's Cherry. "This was
partly due to a 40 percent increase in electricity price, year-on-year, in parallel with a modest
decline in coal prices. Power-generation industry participants, with large proportions of coal-fired
generation, are currently seen to have significant potential for earnings-per-share improvements,
while predominantly gas-dependent electricity producers are expected to see declining earnings,
despite the higher electricity price levels. If this paradigm shift in fuel prices for electricity

continues, the boiler industry could have no better promotion than the actual economics of daily
electricity sales.”

Regulatory Certainty

With the Republican Party attaining control of both houses of Congress. and with recent actions from
the Bush Administration pertaining to environmental issues, many boiler-related participants are

optimistic about finally achieving the environmental certainty that will permit capital improvements.
Whether it's piecemeal, through individual legislative and regulatory proceedings, or comprehensive,
through an energy bill, is open to debate, but it's likely that 2003 will see movement on a range of
issues, including New Source Review, multi-pollutant control, and renewable portfolio standards. "If
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the Republican Congress doesn't capitalize on this opportunity to take some regulatory and legislative
action with respect to environmental certainty, it will be a major disappointment,” said Rawson.

 The Bush Administration is already moving on New Source Review (NSR). In late November 2002, the EPA
proposed revisions designed to overhaul the NSR Program under the Clean Air Act, making it easier for
power plants to upgrade or perform maintenance without triggering New Source Review. EPA is also
seeking comment on language defining how routine maintenance, repair and replacement (RMRR) activities
would be handled, a controversial issue with a lengthy history.

The new NSR provisions could make projects such as the steam turbine upgrade at Xcel Energy's Valmont
plant in Colorado more common. Valmont spent $15 million to increase their steam turbine capacity from
181 to 195 MW without increasing Btu input, according to Thomas Hewson, principal with Energy Ventures
Analysis, in a report published in Electric Light & Power. Heat rate at Valmont fell from 10,400
Btu/kWh to 9, 272 Btu/kWh, an 11 percent improvement.

"If the NSR is issued as the Bush administration proposed it, you'11l see much more finvestment such as
Valmont's with accompanying improvements in heat rate,” said Hewson. Moreover, the investment risks
tagged to such projects will likely be orders of magnitude lower than those associated with new boiler
construction projects. The fate of the proposed NSR revisions is not certain, however, as several
Congressional critics have promised to effectively kill the new rules by refusing to allow EPA to
spend money on implementation or enforcement.

Project Development

Although new boiler-based project development has slowed in the past year. it has not stalled
completely. Several large-scale projects continue. Although Reliant Energy has had to cancel or delay
at least a half-dozen projects - primarily gas-fired turbine projects - because of market and
financial conditions, construction never slowed at its Seward plant in western Pennsylvania. The 521
MW (net) waste-coal-fired merchant fluidized bed boiler project, which Reliant is developing with EPC

contractors Duke/Fluor Daniel and Alstom Power. is within budget and on-schedule for a May 1, 2004
operational date.

Construction was about 65 percent complete as of mid-January 2003, with all major materials on-site.
Somewhat ironically, Seward actually benefited from the industry slowdown, since the anticipated Tabor
shortage associated with power plant construction never materialized, according to Mike Proffit,
Reliant Project Engineering Manager.

Reliant Energy is on budget and on schedule for a May 2004 start-up of the 521 MW (net) waste

coal-fired fluidized bed boiler at the Seward plant in western Pennsylvania. Photo courtesy of Reliant
Energy.

Seward recently passed one of its main project milestones, completing site remediation tasks
associated with the 3.5 million tons of waste fuel impounded on-site from previous activities. Mixing
one part waste fuel with one part CFB ash from three nearby plants, Reliant remediated much of the

100-acre site with anywhere from 5 feet to 40 feet of material., according to Project Manager Rick
Blanchette.

Despite the relatively Tow power prices around the country for the past year, Seward sits in a prime
dispatch pos1t1on “The boiler market is not very active right now because of the broader slowdown in
demand, but we'11 be the low-cost producer in the PIM market,” said Proffit. Seward will provide
two-and-half-times more power than the unit it is replacing, but will emit 74 percent Tess NOx, 85
percent less S02, and 90 percent less particulate matter.

The Omaha Public Power District plans to build another coal-fired boiler unit at its Nebraska City
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Plant south of Omaha. Photo courtesy of Omaha Public Power District.

Peabody Energy is actively courting the merchant power market as well. The Thoroughbred Eriergy
Station, a 1500 MW pulverized coal boiler in western Kentucky, cleared a major regulatory hurdie in
November when the Kentucky Natural Resources Council issued an air quality permit to the plant.
Considerable opposition to the plant exists, and construction and water withdrawal permits are still
pending, but Peabody is optimistic about its future, citing a potential return to supply shortfalls
when the economy returns to normal growth rates. Peabody is still seeking partners for the project.

Wisconsin Public Service Corp. (WPSC) has proposed an additional boiler unit at its Weston Plant in
central Wisconsin, and awarded a contract in January to Black & Veatch for conceptual and detailed
engineering, permitting support. and procurement assistance. "Some of our power plants are getting old
and are more difficult to maintain," said Tom Meinz, senior vice president of WPSC. "That issue, in

conjunction with steady growth in electric demand, are the major reasons for this much-needed addition
to our system.”

WSPC selected coal as the fuel -for the 500 MW Weston Unit 4 in part to avoid the significant
fluctuations in the price of natural gas in recent years, according to Meinz. The plant will rely on

supercritical boiler technology to achieve the higher efficiency and lower emissions required of
modern coal-fired power plants.

Farther west, MidAmerican Energy Company is proceeding with plans to add a fourth PRB coal-fired
boiler unit at its Council Bluffs Energy Center in Iowa by 2007. MidAmerican has entered into a joint
ownership agreement with 14 other utilities to take all of the plant's approximately 750 MW, according
to spokesman Kevin Waetke. and is currently in the process of defining EPC specifications and
obtaining the necessary permits. Groundbreaking is expected later this year.

Non-10U Development

Also prominent in the development of new boiler projects are the electric cooperatives, state and .
municipal utilities, and public power agencies. Fast Kentucky Power Cooperative began construction of
the Gilbert Unit at its Spurlock Station last summer, with on-1line operation set for spring 2005.
Gilbert will feature a 268 Md multi-fuel fluidized bed boiler that will fire coal as well as several
million tires a year and up to 150,000 tons of biomass.

Sunflower Electric Power Corporation, a Hays, Kans.-based cooperative, received an air quality
construction permit in October from the Kansas Department of Health and Environment for a new 600 MW
coal-fired power plant to be built on the site of the existing Holcomb Unit 1. The permit authorizes
Sand Sage Power LLC, a Sunflower subsidiary. to install and operate a pulverized-coal boiler, one
natural gas auxiliary boiler, and a new cooling tower, and authorizes changes to the existing coal,
lime and ash handling systems, which will be shared between Holcomb and Sand Sage.

Sunflower is proceeding with activities to secure water for the new plant and to finalize the EPC
contract, according to spokesman Steve Miller. In the plant's favor is the fact that 12 legitimate
prospects have been identified to buy power from the facility. some of which have also indicated an
interest in ownership in the plant. A hurdle yet to be scaled concerns transmission. "We have to have
continued cooperation from the RTOs and perhaps from the state of Kansas to give us the ability to
reliably move power around the state and the region,” said Noman Williams. senior manager of
transmission services for Sunflower. Sunflower expects the unit to come on-line in 2007.

In South Carolina, site preparation has begun for the $675 million coal-fired boiler expansion at
Santee Cooper's Cross Station, and 12 contracts have been let totaling $282 million, according to
Willard Strong, spokesman for the state-owned utility. Originally approved in May 2001 as a 500 MW
power plant, the Santee Cooper Board of Directors subsequently approved an upgrade to 600 MW in light



Burrelle's

INFORMATION SERVICES
75 EAST NORTHFIELD ROAD / LIVINGSTON / NEW JERSEY 07039 / (973) 992-6600 / (800) 631-1160

World Wide Web Edition

of projected demand growth in South Carolina. Parsons Energy and Chemicals has been hired as the A/E
for the project and a subcritical boiler from Alstom Power has been ordered. Construction is expected
1o begin soon after environmental permits are received, which is expected in the first quarter of
2003. On-1ine operation is scheduled for January 2007.

The Omaha Public Power District received approval in mid-2002 from the Nebraska Power Review Board to
build up to 600 MW of coal-fired capacity on the site of OPPD's Nebraska City plant. The size of the
boiler could be anywhere from 300 MW, enough to satisfy OPPD's projected native Toad growth, up to 600
MW, if OPPD can secure customers for the additional output, according to OPPD spokesman Mike Jones.
OPPD is currently evaluating proposals from various regional utilities for buying power from the
plant, and is also pursuing permits for the plant, which is scheduled for operation in 2009.

The state of I11linois is actively courting new coal-fired power plant development. Peabody Energy is
pursuing a sister station to Thoroughbred in southern I11inois, and the state of I1linois is offering
various project subsidies and tax benefits that have attracted other plant developers.

Though rather small, at 91 MW, and funded in part by the state of I11inois and the U.S. Department of
Energy, the Corn Belt Energy Generation Cooperative plant in southern Logan County reflects the
importance I11inois still places on its native coal resources. Corn Belt will integrate a natural
circulation boiler with advanced low NOx combustion and emission control technologies. The combustor
is a Babcock Power Inc. U-fired furnace that converts nearly all of the coal ash to a glass-like slag
by-product which is one-third the volume of a conventional boiler. The slag is inert and can be used
in the construction industry, eliminating the high cost for ash disposal and storage.

-Back Burner

On the other side of the ledger, a variety of factors have forced several entities to cancel or delay
boiler projects in recent months. Great River Energy. which hoped to build a 300-500 M4 Tignite-fired
power plant in North Dakota, announced on Dec. 31 that it had halted its feasibility study "primarily
because our latest load projections indicate an intermediate, or combined-cycle, power plant in
Minnesota would better serve the needs of our customers,” said Tim Seck, leader of GRE's baseload
study team. Seck also cited the regulatory risks associated with transmission policy and the high cost
of transmission in delivering the electricity to GRE's customers in Minnesota.

NRG Energy. due in large part to its financial and debt-related problems, has shelved plans, at least
temporarily, to develop an additional supercritical coal-fired boiler unit at its Big Cajun facility
in Louisiana. Duke Energy decided to halt its pursuit of a coal-fired power plant in Virginia in
September based on the economic feasibility of the project. And while Wisconsin Energy remains
committed to its “"Power the Future" program, it is facing significant public opposition to its plans
to develop three supercritical boiler units at its Oak Creek plant. City officials in Oak Creek
announced in November that they oppose plans for the new units, citing the environmental impacts of an
additional "70,000 tons of poliution." One compromise option reportedly under consideration is sca11ng
the program back to two new coal units rather than three '

The fact that some plants are moving forward while others are not reinforces the site- spec1f1c nature
of boiler projects. Any belief that a boom in boiler projects could mirror the boom in gas turbine
projects in terms of size and speed is fundamentally flawed, and ignores the many more complicating
factors attendant to boiler projects - including higher capital costs. longer development and
construction schedules, complex permitting and emissions control requirements, and a host of other
public concerns (noise, road traffic. visual impact. land use).

Moving forward, it will be interesting to track the dynamics between the new boiler plants and the
existing boiler fleet. Will the new boilers knock the older boilers far enough down the dispatch order
to force their retirement? With maintenance spending for existing plants significantly down and/or
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delayed at most facilities, are existing plants éngineering their own demise? Will new plants be able
to accommodate future emissions control requirements more effectively than the older plants? Will the

promised efficiency and environmental performance of the new units convince skeptics that "clean coal"
is not an oxymoron? '

The Next Boom

When the next "boom" or "boomlet" hits the power industry, probably not until the latter half of this
decade, the mix of technologies will 1ikely be much different than the turbine-dominated boom just
completed. "The next round of power plant orders in-the U.S. won't be all gas turbine combined
cycles,” said Del Williamson, President of Sales for GE Power Systems. Renewable energy technologies

will likely make additional inroads, but the boiler industry will be an important part of the mix as
well. :

Advanced technology boiler plants - gasification, fluidized bed combustion, and supercritical and
ultrasupercritical steam cycles - designed and equipped for minimal emissions and maximum efficiency,
will 1ikely be more common. Movement in this direction is already occurring, as indicated by Reliant's
Seward plant, the fluidized bed repowering of JEA's Northside power plant (Power Engineering. Dec.
2002), and the selection of supercritical steam cycles for Wisconsin Public Service Corp.'s Weston
Unit 4 and EPCOR's new 450 MW coal unit at the Genesee plant near Edmonton, Alberta.

Moreover, public-private R&D is under way around the world to identify, evaluate, and qualify
materials technology for construction of coal-fired boilers with advanced steam cycles capable of
operating at much higher efficiencies than current state-of-the-art facilities. Efficiency gains of at
Jeast 8-10 percent are expected, for example, through the materials technology being developed in a
collaborative program Ted by EPRI and DOE. .

The efficiency increase will be achieved principally through development and application of materials
technology suitable for reliable operation under ultrasupercritical steam conditions, according to Dr.

R. Viswanathan, EPRI Project Manager. Alloy development and evaluation programs being carried out in
Europe and Japan

have identified ferritic steels capable of meeting the duty requirements of ultrasupercritical plants
to approximately 1150 F. A European project is under way to achieve steam conditions of about 1290 F
and 5500 psi with the help of nickel-based alloys.

The collaborative U.S. program includes work to identify, fabricate. and test advanced materials and
coatings with mechanical properties, oxidation resistance, and fireside corrosion resistance suitable
for cost-competitive boiler operation at steam temperatures of up to 1400 F at 5500-psi. In addition,
exploratory attention is being given to the materials issues impacting boiler design and operation at
temperatures as high as 1600 F. The project is funded through the DOE's National Energy Technology
Laboratory, co-funded by the Ohio Coal Development Office, and managed by Energy Industries of Ohio.
EPRI is providing overall technical direction and coordination. Participants at present include the
domestic boiler manufacturers, i.e., Alstom Power Inc., Babcock Power Inc.. Babcock & Wilcox Company,
and Foster Wheeler Inc., as well as Qak Ridge National Laboratory.

In the first year of the 5-year program, preliminary studies have been completed for two alternate
ultrasupercritical boiler designs. Areas exposed to different temperatures and pressures have been
mapped, and piping and tubing dimensions have been delineated. Candidate materials for piping,
headers, superheater/reheater (SH/RH) tubing, and waterwall panels have been identified.

For piping and headers, a candidate ferritic material has been identified for temperatures up to 1150
F: and nickel-based alloys such as Nimonic 230 and Inco 740 have been identified as candidates for
higher temperatures. For SH/RH tubing, these same nickel-based alloys will be considered for the
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highest temperatures, while several austenitic steels are being considered for intermediate
temperatures. For waterwall panels, T92 and T23 seem to be alternate candidates.

"Due to limitations in the strength of available alloys, initial analyses have focused on a boiler
design with a steam cycle operating at about 1350-1400 F at 5500 psi.” said Viswanathan. Unit
efficiency is estimated to be about 46 percent for a single reheat cycle and 48 percent for a double
reheat cycle:; this design is estimated to reduce C02 emissions by 15-22 percent. Based on these
efficiency advantages, EPRI performed breakeven cost analyses to assess critical cost considerations:
* Based on a 20-year breakeven consideration, assumed capacity factor of 80 percent, and coal cost of
$1.50/MMBtu, an ultrasupercritical plant can be cost-competitive even if it costs 12-15 percent more
than a comparable-scale facility built using conventional boiler and cycle designs.

* Boiler and steam turbine capital costs can be higher by 40-50 percent and still be competitive.

* Balance-of-plant costs are expected to be 13-16 percentb1ower than those for existing boiler and
cycle designs due to reduced coal handling, pollution control and other auxiliary components.

Power Engineering February, 2003
Author (s) : Brian Schimmoller

Copyright (c) 2003 PennWell Corporation. All Rights Reserved.
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‘Bizarre’ arguments of greenies have
no basis in fact, Peabody tells EPA

A group of greenies’ “bizarre” allegation that the process through
which Peabody Energy received an air permit for its Thoroughbred
Generating Station (TGS) project was inadequate prompted the
nation’s largest coal supplier to write a letter to Christine Todd
Whitman, administrator of the federal Environmental Protection
Agency.

The National Resources Defense Council and other green groups
petitioned the EPA to object to the issuance by the Kentucky Natural
Resources & Environmental Protection Cabinet, Division of Air
Quality of a Title V operating permit for Throughbred.

The greenies claimed that Peabody misled the EPA, the DAQ, or
both. In an apparently ill-conceived green groan, the groups implied
that Peabody was not forthcoming in detailing the source of coal for
the new plant, which would be one of the cleanest coal-burners in
the eastern U.S.

“Those allegations are false,” Roger Walcott, executive vice
president Corporate Development for Peabody, wrote in his letter to
Whitman. “We want tq set the record straight.”

Multiple comment periods were in place during the permit process, and the EPA did not object to the permit during a 45-day
period allowed under the federal Clean Air Act. The greenies’ “bizarre references™ to supposed inaccuracies or
insufficiencies in data have no factual basis, a Peabody official told Coal & Energy Price Report.

“The (green groups’) petition attempts to create confusion about the source of coal for TGS,” Walcott wrote. “Petitioners’
fundamental error is that they incorrectly assume that the Gibraltar mine would be the source of the coal for TGS. That is not
the case, and TGS has never so represented. Contrary to NRDC’s assumption, the coal for (the plant) will not ever come from
Gibraltar mine.

Peabody noted to Whitman that it has included in “numerous permit documents” the information that coal for the plant
would be drawn from a new Throughbred mine, which has yet to be constructed or put into operation. The new mine would
be adjacent to the plant site. Gibraltar, a surface operation, is located east of the proposed plant location.

Coal would be moved by conveyor from the new mine to the plant.

“Over the 30 plus year design life of TGS, the Thoroughbred mine will extend underground in three counties: Muhlenberg,
Ohio and McLean,” Walcott wrote. “The majority of the TGS site and new mine sxte will have been or will be underground
mined.

- “From an environmental and mine safety standpoint, this makes the area unsuitable for locating the large surface
impoundments needed to treat coal wash slurry. Therefore, any coal washing would have to be performed offsite. The
economic and environmental aspects of transportation and offsite coal washing under such conditions are unacceptable for
the Thoroughbred project.”

Peabody also dismissed greenies’ claims that it might use non-representative coal from Gibraltar during two-year, short-
term SO2 limitation testing. In fact, Walcott called the notion “a complete fabrlcatlon and why would any of us think that an
enviro group would make up stuff to press its agenda?

In fact, “Gibraltar has insufficient reserves to supply TGS, and those reserves are expected to be exhausted prior to TGS
becoming operational,” Walcott wrote. “Thus the petition is internally inconsistent. Coal from the new mine will be used for
the short-term confirmatory test and the duration of the plant’s life.”

Other claims made by the greenies are equally without merit, according to Peabody.

The opposition from the enviros is somewhat ironic. Thoroughbred has been developed specifically to address the need
for clean coal power and will remove up to 98 percent of SO2, according to Peabody.

Successful, the plant might be a harbinger of additional clean coal projects.
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Peabody refutes w'atchdog group's claims

Peabody Energy is reﬁlting allegations made by an environmental watchdog group that it violated federal regulations in
seeking approval for a $2 billion coal-fired power plant in Kentucky.

In a letter to the Environmental Protection Agency Secretary Christine Todd Whitman, Roger Walcott, executive vice
president of corporate development, said a petition filed by a group of environmental watchdog organizations "attempts to
create confusion" about the source of coal to be used at its proposed Thoroughbred plant.

Last month, the group, led by the National Resources Defense Council, said in the petition that Peabody violated the Clean
Air Act, the federal regulations that implement the act and the Commonwealth of Kentucky's state implementation plan by
failing to disclose complete information about the source of coal
(http://stlouis.bizjournals.com/stlouis/stories/2003/01/27/daily3 1.html). The NRDC also said pollution emanating from
Thoroughbred would also affect plants, animals and visibility at Mammoth Cave National Park, and would impact the natural
environment in which Americans live.

“In contrast to the petitioner's claims, all of Thoroughbred's statements about the new mine are accurate,” Walcott said in the
letter. "Petitioners appear to simply disagree" with the Kentucky Department of Air Quality's response, the letter said.

Peabody's Thoroughbred plant, a proposed 1,500 megawatt coal-based power plant near Central City, Ky., would begin
generating power between 2005 and 2007 and will provide enough electricity for 1.5 million families. It is designed to be the
loweést-emitting 1,500 megawatt pulverized coal plant east of the Mississippi River.

St. Louis-based Peabody Energy (NYSE: BTU) is one of the world's largest coal producers.
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Kentucky PSC to investigate two coal-fired power projects

sion has called for an investigation on
two coal-fired plant projects in the state.
The commission wants to find out whether
East Kentucky Power Cooperative still has
a need to purchase power from the long-
delayed 540-MW Kentucky Pioneer coal-

Th_e Kentucky Public Service Commis-

fired power project planned by Global En-
ergy, and whether an additional unit at

EKPC’s Spurlock plant — a unit already

under construction — remains necessary.

EKPC had planned to issue a notice of
termination on Jan. 31 for purchasing
power under a 20-year contract if the Ken-
tucky Pioneer project in Clark County “had
not achieved financial closure by that
date,” the PSC said in a Jan. 30 filing. How-
ever, an EKPC official said Monday that
the cooperative decided not to follow
through- with that notice, even though this
is not the first time EKPC has threatened to
terminate the power purchase agreement if
Kentucky Pioneer did not wrap up its fi-
nancing.

Meanwhile, EKPC is in the process of con-
structing its third coal-fired unit at Spurlock,
also in Clark County. The 268-MW Gilbert
unit is scheduled for commercial power pro-
duction in the spring of 2005. Construction
started in the summer, the BKPC official said.

With regard to the Global Energy project,
the EKPC official said: “We have a contract
with [Global subsidiary] Kentucky Pioneer
Energy, and we hope they are able to uphold
their part of the contract”

The PSC said, “The agreement [between
Kentucky Pioneer and EKPC] as amended re-
quired Pioneer to achieve certain milestone
dates, including financial closure by June 30,
2001 and commercial operation by March 31,

2004. The Pioneer project has not been able to
achieve financing, and by letter dated August
16, 2002, East Kentucky issued a notice of
termination of the agreement.

“East Kentucky subsequently withdrew that
notice of termination by letter dated Septem-

ber 13, 2002, but stated therein that a notice of
termination would be reissued on January 31,
2003 if the Pioneer project had not achieved

financial closure by that date,” the PSC con-

tinued.

The commission also noted that EKPC filed
an application in March 2001 to build the Gil-
bert unit because it recognized the need for
additional generating capacity and the uncer-
tainty of Kentucky Pioneer. Not long after,
EKPC said that while any excess capacity from
both projects would not be needed in the ser-
vice area for “a substantial period of time,”
according to the PSC, “East Kentucky ex-
pressed confidence that such excess capacity
could be sold off-system at competitive prices.”

The PSC concluded, “Based on East
Kentucky’s decision to withdraw its notice of
termination of the Pioneer project as evidenced
by its September 13, 2002 letter, the Commis-

sion finds that an investigation should be
initiated to determine whether East Ken-
tucky still has a need to purchase the out-
put of the Pioneer project, whether that
project is commercially feasible, and
whether cancellation of the Gilbert unit
would result in the lowest cost of supply
to East Kentucky’s customers.” »

Meanwhile, the Kentucky State Board on
Electric Generation and Transmission Sit-
ing has set hearing dates for Feb. 17 to de-
cide whether to grant a siting permit to
Kentucky Pioneer’s project. The February
hearing will take place at the Clark County
Cooperative Extension Service in Win-
chester, and a March 6 hearing is sched-
uled at the PSC offices in Frankfort. The
Winchester meeting, to be held at 6 p.m.,
is for public comment. The Frankfort meet-
ing, to be beld at 9 am., is limited to the
parties involved in the case but may be
open for additional public comment at the
discretion of the siting board

For more information on the project, visit
wwwpsc.state.ky.us/ The case number for Pio-
neer Energy is 2002-00312.
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Peabody Issues Response
To Thoroughbred Objections

Peabody Energy last week defended
its proposed Thoroughbred coal-fired
power plant project in a preliminary
rebuttal of the Natural Resource
Defense Council's objections to the
project, filed with EPA earlier in
January (CD 1/24/03).

NRDC filed a set of objections to
the project with EPA Administrator
Christie Todd Whitman on Jan. 24,
alleging a host of environmental
problems with the project that it said
state permitting bodies have ignored.
NRDC says Thoroughbred could violate
air standards if the permit is allowed
to proceed as planned, allegations the
group made in earlier state filings
objecting to the project (CD 10/15/
02).

The allegations made by NRDC
about the Thoroughbred project are
false, Peabody VP-corporate
development Roger Walcott said in a
Jan. 29 letter to Whitman. The letter
focuses on NRDC's allegations that the
company said it would rely on coal
from the Gibraltar mine to fuel
Thoroughbred, rather than the six
million tons/year adjacent
Thoroughbred mine planned for the
site (CD 2/13/01).

“[The] fundamental error is that
they incorrectly assume that the
~ Gibraltar mine would be the source of
the coal for [Thoroughbred],” Walcott
said in his rebuttal letter. "Contrary to
NRDC's assumption, the coal for
[Thoroughbred] will not ever come
from the Gibraltar mine.”

For its part, NRDC says it has
evidence stemming from a presentation
by a Peabody project engineer before
a state-level permitting body that
much of Thoroughbred's coal supply
wouldn't come from the proposed
adjacent mine. “And even if they were
able to successfully dispute that
allegation, that doesn't remove the fact
that the company is trying to have it
both ways,” an NRDC lawyer told COAL
Daily yesterday.

“[Peabody] is using the
characteristics of an adjacent mine to
prevent the use of appropriate and
comprehensive emissions controls,” the

NRDC lawyer said. The company has
refused to model the plant’s emissions
based on coal from the proposed mine,
he added, which leaves state and EPA
officials unable to determine what the
plant’s emissions profile will be.

Peabody officials were unable to
comment before press time.

If the plant’s emissions controls
are constructed without taking into
account  the  coal supply's
characteristics, it is possible that
harmful emissions could enter the air
despite the presence of those controls,
the NRDC source said. Mercury control
would be a particular concern in
Kentucky, he added, because the
mercury levels in the state’s water
system are already very high.

Coal from the Thoroughbred plant
might need to be washed before being
burned, NRDC suggests, although
washing coal is not currently part of
the plant’s construction plan. Peabody
says washing the coal would require
constructing a preparation facility
away from the mine and would be
economically unfeasible.

The ball is now in EPA’s court, NRDC
says. The agency has 60 days to
respond, and NRDC is expecting action,
despite the EPA’s earlier decision not
to intervene in the Kentucky
permitting process. Peabody expects
to file a more complete rebuttal of
NRDC's allegations in “the near future,”
the Walcott letter says.

The NRDC objection is only the
latest in a number of legal hurdles the
Thoroughbred project faces. A number
of environmental groups have already
objected to the project at the state
level and the company is facing further
pressure on permits it hasn't received
yet. Peabody still needs approval from
a'local zoning board, for example,
which NRDC says the company hasn't
even applied for yet.
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Proposed Thoroughbred plant gets heat from environmental groups

bred project, a 1,500 megawatt, coal-
fired power plant and new mine to be
built in Muhlenburg County, Ky., has re-
cently come under heavy fire from envi-
ronmental organizations.
A petition sent by the Natural Resources
Defense Council (NRDC), Sierra Club,

Peabody Energy’s proposed Thorough-

Valley Watch, National Parks Conserva-
tion Assoc., Kentucky Environmental
Foundation and the Ohio Valley Environ-
mental Coalition to the Environmental
Protection Agency’s Administrator, Christie
Whitman, is seeking to revoke the operat-
ing permit for the proposed power plant.
The petitioners want Whitman to rescind
the permit because both the content of the
permit and the proceedings that generated

it fall short of requirements found in the

Clean Air Act, in federal operating permit
regulations and in the Commonwealth of
Kentucky’s state implementation plan,
says the petition. The group also wants
Whitman to notify the Kentucky Division
of Air Quality (DAQ), which issued the
permit on Oct. 11, 2002, that a final denial
will be issued in ninety days unless “all
defects — both substantive and procedural
— are remedied.”

One of the many issues that concern the
petitioners is the sourcing for the coal to
be used for the power plant. NRDC says it
is not clear from permit documents whether
the Gibraltar mine or the proposed Thor-
oughbred mine will feed the coal-fired
plant. The group says it is unclear which
mines Peabody intends to use to fuel the
plant, an important question since the
group says Gibraltar is a higher sulfur mine.
And the group also says that the Clean Air
Act mandate requiring new plants to use
“best available control technology™ for
reducing emissions require Peabody to
wash its coal before burning it, as washing
cuts down on the amount of sulfur and ash
that is released into the air. NRDC and the
other petitioners want the air emissions
tests to be recalculated and included in
new permit proceedings.

In response to the petition, Roger
Walcott, executive vice president of cor-
porate development for Peabody, has sent
a letter to Whitman denying all allegations
in the petition. The company refutes that
it misled EPA or DAQ in any way. Peabody
officials also confirmed that coal for the
station would come from the proposed
Thoroughbred mine. The new mine will
be adjacent to Gibraltar.

As for coal washing, Walcott says that
the majority of the Thoroughbred site will
be mined underground and that from an
environmental and mine safety standpoint,
the area would be unsuitable for locating
the large surface impoundments needed
to treat coal wash slurry. Any coal wash-
ing would have to be performed offsite,
and the economic and environmental as-
pects of transportation and offsite coal
washing under such conditions are unac-
ceptable for the Thoroughbred project.
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EPA urged to revoke Peabody permit

By MARK WILSON Courier & Press staff writer 464-7417 or mwilson@evansville.net

January 28, 2003
,./""’_ ---------------- .

Six environmental organizations are asking the nation's topfenVﬁronmenta1 off1c1a1‘ta\[evoke the

permit. for a proposed Western Kentucky power plant becagse”the company allegedly misled™the public

about its source of coal.

At issue is Kentucky's air polluticn permit for Peabody Energy’s Thoroughbred Energy Campug. The
permit Timits the amounts of pollutants that the plant cdmgglease into the atmosphere. The alleged
discrepancy is important. opponents of the plant argue, becdﬁ§€:it:gotentia11x}ggdenm+ﬁes Peabody's

stated reasoning for not wanting to use more expensive low-sulfur coal ©F CGal-washing technigues to
reduce pollution.

A Peabody spokesman Monday denied the allegation in the petition and said the company has always
planned to fuel the proposed power plant with an underground mine to be developed next to the
generating station near Central City. Ky.

"Certainly any notion that we are intentionally misleading anybody is absolutely false,” said Vic
Svec, a Peabody spokesman.

The 1,500-megawatt power plant would be one of the first coal-burning power plants built in the
country in years. It is designed to burn raw, high-sulfur Kentucky coal, instead of processed or
washed coal that is Tower in sulfur.

"If EPA agrees there are problems, the law requires them to revoke it.” said attorney David McIntosh,
of the Natural Resources Defense Council.

Although the issue of where the coal will come from spearheads the petition, the groups also cite
numerous other issues with the permit process and the technology it requires as it relates to the
Clean Air Act and other federal and state laws.

A representative of the organization hand-delivered the petition to U.S. Environmental Protection
Agency Administrator Christine Whitman's office late Friday. The agency has 60 days to respond.
Joining in the petition are Evansville-based Valley Watch, as well as the Sierra Club, National Parks

Conservation Association, Kentucky Environmental Foundation and the Ohio Valley Environmental
Coalition. .

"In reaching its permitting decision, the Cabinet relied on statements that the applicant ("Peabody")
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had made in its application materials. Both the public and EPA relied on those same statements in
reviewing the draft permit.

By the time the Cabinet submitted the final permit to EPA for review n if not before n Peabody knew

that a key statement that appeared repeatedly in its application materials omitted crucial facts,”
according to the petition.

The groups argue Peabody should have known the uncorrected information was misleading and should have
told Kentucky officials. If the St. Louis-based company did update its application, according to the
petition, then the state did not make it public.

"As a result, both EPA and the public were misled,” the petition said.

In documents from the permit application process. Peabody repeatedly argued it would not transport
Tower sulfur coal to the plant or use coal washing techniques because it would get the coal from a
nearby underground mine with high sulfur coal. which has no space for a coal washing operation. In a

draft response to public comments on the permit, the company argued that both options would be
uneconomical .

Environmentalists have objected to the plant, citing concerns about its potential impact on Tlevels of

ozone and particulate matter pollution at a time when states and utility companies are facing stricter
air quality regulations. Another concern has been its possible impact on visibility (due to haze) and

the environment at nearby Mammoth Cave National Park.

Peabody argues that pollution controls at the $2 billion plant would remove up to 98 percent of the
sulfur from the high-sulfur Western Kentucky coal to be burned there and more than 80 percent of the
ozone-causing nitrogen oxide. The company projects up to 2,500 people would be employed during
construction and that the finished power plant will create 450 coal mine and power plant jobs.

(¢) 2003 The E.W. Scripps Co.
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Headline: PEABODY'S OPPONENTS APPEAL KY. AIR PERMIT

Source Web Page:
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1

January 28, 2003 3:18pm

Environmentalists are attempting to block construction of Peabody Energy's 1,500-megawatt (mw)
Thoroughbred Energy Campus coal-burning power plant in Kentucky by appealing a recent decision by a
state agency to award a final air permit for the almost $2 billion project.

Two groups -- the Sierfa Club and Valley Watch -- are asking the Kentucky Office of Administrative
Hearings, part of the Kentucky Natural Resources and Environmental Protection Cabinet, to send the
permit back to the Kentucky Division for Air Quality for further revisions.

As of mid-December, no decision had been reached on the appeal.

St. Louis-based Peabody. the nation's leading coal producer, insists Thoroughbred Energy Campus will
be the cleanest coal plant of its type East of the Mississippi River. The plant would include two

* 750-mw generating units fueled by up to 6 million tons of high-sulfur coal to be produced annually by
an adjacent underground mine.

Peabody plans to use pulverized coal technology, which environmentalists argue is not as efficient 1in
removing air-borne pollutants as some newer processes. Opponents also want Peabody to wash the coal to

reduce sulfur before burning it. Peabody contends washing the coal would create other environmental
problems. .

Foes also are concerned that the plant might cause visibility problems for Mammoth Cave National Park,
Jocated about 50 miles east of the proposed plant. .

Peabody still is searching for a joint venture .partner for the project, whose in-service schedule has
sTipped to the 2007-2008 timeframe, up to two years later than originally planned.

Copyright 2003 by Primedia Incorporated. All rights reserved. www.primedia.com

Copyright (c) 2002, Hoover's, Inc. Job Opportunities NASDAQ: HOOV Privacy Policy Advertising Info
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Headline: Group asks EPA to overturn Peabody mine application
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A QroUp of environmental watchdog organizations have filed a petition with the U.S. Environmental .
Protection Agency asking it to overturn a recent decision allowing Peabody Energy Corp. to build a $2
billion coal-fired power plant in Kentucky. :

The group, led by the National Resources Defénse Council, said—ta_the petition that Peabody violated
the Clean Air Act, the federal regulatiopé that implement the act ard the Commonwealth of Kentucky's
state implementation plan by failing tg disclose complete information, about the source of coal.

The NRDC also said pollution emanating\from Thoroughbred would also afffect plants, animals and

visibility at Mammoth Cave National Pa and would impact the naturaj environment in which Americans
Tive. ; : :

S

e

Peabody's Thoroughbred plant. a proposed 1.500 megawaff“66§Tf555ed power plant near Central City. Ky.,
would create about 450 permanent jobs and up to 2,500 jobs during peak construction, the company said,
creating $1.95 billion in new job-related benefits and wages. Kentucky issued an air permit for the
project last October. ' :

" Thoroughbred would begin generating power between 2005 and 2007 and will provide enough electricity
for 1.5 million families. It is designed to be the Jowest-emitting 1,500 megawatt pulverized coal
plant east of the Mississippi River.

A spokesman for Peabody was not immediately available for comment.
St. Louié-based Peabody Energy (NYSE: BTU) is one of the world's largest coal producers.

(c) 2003 American City Business Journals Inc.

(¢) 2003 American City Business Journals, Inc. A1l rights reserved. Contact us at
info@bizjournals.com.

The material on this site may not be reproduced, distributed, transmitted, cached or otherwise used,
except with the prior written permission of Bizjournals.com.
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EPA urged to revoke Peabody permit

By MARK WILSON Courier & Press staff writer 464-7417 or mwilson@evansvilie.net
- January 28, 2003

Six environmental organizations are asking the nation's .env1ronmenta1 off1c1a1ﬂgo revoke the
permit for a proposed Western Kentucky power plant be
about its source of coal.

At issue is Kentucky's air po11ut1on permit for Pe body Energy's Thoroughbred Energy Cnggs The
permit limits the amounts of pollutants that the pNant Can-ctelease into the atmosphere-~The alleged
discrepancy is important, opponents of the plant arg because” 1t’poteﬂt1aq1y'uﬁﬂérm1nes Peabody's

stated reasoning for not wanting to use more expensive Tow=sulfur coal or coal-washing techniques to
reduce pollution.

" A Peabody spokesman Monday. denied the allegation in the petition and said the company has always
planned to fuel the proposed power plant with an underground mine to be developed next to the
generating station near Central City, Ky.

"Certainly any notion that we are intentionally misleading anybody is absolutely false," said Vic
Svec, a Peabody spokesman.

The 1,500-megawatt power plant would be one of the first coal-burning power plants built in the

country in years. It is designed to burn raw, high- su1fur Kentucky coal, instead of processed or
washed coal that is lower in sulfur.

"If EPA agrees there are problems, the law requires them to revoke it," said attorney David McIntosh,
of the Natural Resources Defense Council.

Although the issue of where the coal will come from spearheads the petition, the groups also cite

numerous other issues with the permit process and the technology it requires as it relates to the
Clean Air Act and other federal and state laws.

A representative of the organization hand-delivered the petition to.U.S. Environmental Protection
Agency Administrator Christine Whitman's office late Friday. The agency has 60 days to respond.
Joining in the petition are Evansville-based Valley Watch, as well as the Sierra Club, National Parks

Conservation Association, Kentucky Environmental Foundation and the Ohio Valley Environmental
Coalition.

"In reaching its permitting decision, the Cabinet relied on statemenfs that the applicant ("Peabody”)
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had made in its application materials. Both the public and EPA relied on those same statements in
reviewing the draft permit.

By the. time the Cabinet submitted the final permit to EPA for review n if not before n Peabody knew

~ that a key statement that appeared repeated}y in its application materials omitted crucial facts,
according to the petition.

The groups argue Peabody should have known the uncorrected information was misleading and should have
told Kentucky officials. If the St. Louis-based company did update its application, according to the
petition, then the state did not make it public.

"As a result, both EPA and the pub]ic were misled,” the petition said.

In documents from the permit application process, Peabody repeatedly argued it would not transport
Tower sulfur coal to the plant or use coal washing techniques because it would get the coal from a
nearby underground mine with high sulfur coal., which has no space for a coal washing.operation. In a

draft response to public comments on the permit, the company argued that both options would be
uneconomical.

Environmentalists have objected to the plant, citing concerns about its potential impact on levels of
ozone and particulate matter pollution at a time when states and utility companies are facing stricter
air quality regulations. Another concern has been its possible impact on visibility (due to haze) and
the environment at nearby Mammoth Cave National Park.

Peabody argues that pollution controls at the $2 billion plant would remove up to 98 percent of the
sulfur from the high-sulfur Western Kentucky coal to be burned there and more than 80 percent of the
ozone-causing nitrogen oxide. The company projects up to 2,500 people would be employed during
construction and that the finished power plant will create 450 coal mine and power plant jobs.

(c) 2003 The E.W. Scripps Co.



EPA urged to revoke Peabody permit

By MARK WILSON Courier & Press staff writer 464-7417 or mwilson@evansville.net
January 28, 2003

Six environmental organizations are asking the nation's top environmental official to revoke the permit for a proposed
Western Kentucky power plant because the company allegedly misled the public about its source of coal.

At issue is Kentucky's air poliution permit for Peabody Energy's Thoroughbred Energy Campus. The permit limits the amounts
of pollutants that the plant can release into the atmosphere. The alleged discrepancy is important, opponents of the plant
argue, because it potentially undermines Peabody's stated reasoning for not wanting to use more expensive low-sulfur coal or
coal-washing techniques to reduce pollution.

A Peabody spokesman Monday denied the allegation in the petition and said the company has always planned to fuel the
proposed power plant with an underground mine to be developed next to the generating station near Central City, Ky.

"Certainly any notion that we are intentionally misleading anybody is absolutely false," said Vic Svec, a Peabody spokesman.

The 1,500-megawatt power plant would be one of the first coal-burning power plants built in the country in years. It is
designed to burn raw, high-sulfur Kentucky coal, instead of processed or washed coal that is lower in sulfur.

"If EPA agrees there are problems, the law requires them to revoke it," said attorney David Mclntosh, of the Natural
Resources Defense Council. '

Although the issue of where the coal will come from spearheads the petition, the groups also cite numerous other issues with
the permit process and the technology it requires as it relates to the Clean Air Act and other federal and state laws.

A representative of the organization hand-delivered the petition to U.S. Environmental Protection Agency Administrator
Christine Whitman's office Iate Friday. The agency has 60 days to respond. Joining in the petition are Evansville-based Valley
Watch, as well as the Sierra Club, National Parks Conservation Association, Kentucky Environmental Foundation and the Ohio
Valley Environmental Coalition. '

"In reaching its permitting decision, the Cabinet relied on statements that the applicant ("Peabody") had made in its
application materials. Both the public and EPA relied on those same statements in reviewing the draft permit.

By the time the Cabinet submitted the final permit to EPA for review n if not before n Peabody knew that a key statement that
appeared repeatedly in its application materials omitted crucial facts," according to the petition. :

The groups argue Peabody should have known the uncorrected information was misieading and should have told Kentucky
officials. If the St. Louis-based company did update its application, according to the petition, then the state did not make it
public.

"As a result, both EPA and the public were misled," the petition said.

In documents from the permit application process, Peabody repeatedly argued it would not transport lower sulfur coal to the
plant or use coal washing techniques because it would get the coal from a nearby underground mine with high sulfur coal,
which has no space for a coal washing operation. In a draft response to public comments on the permit, the company argued
that both options would be uneconomical.

Environmentalists have objected to the plant, citing concerns about its potential impact on levels of ozone and particulate
matter poliution at a time when states and utility companies are facing stricter air quality regulations. Another concern has
been Its possible impact on visibility (due to haze) and the environment at nearby Mammoth Cave National Park.

Peabody argues that pollution controls at the $2 billion plant would remove up to 98 percent of the sulfur from the high-sulfur
Western Kentucky coal to be burned there and more than 80 percent of the ozone-causing nitrogen oxide. The company

projects up to 2,500 people would be employed during construction and that the finished power plant will create 450 coal
mine and power plant jobs.

http://www.myinky.com/cr/cda/article_print/1,1250,ECP_734_1703709,00.html ‘ 01/28/2003
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Grbup asks EPA to overturn Peabody mine application

A group of environmental watchdog organizations have filed a petition with the U.S. Environmental Protection Agency
asking it to overturn a recent decision allowing Peabody Energy Corp. to build a $2 billion coal-fired power plant in
Kentucky.

The group, led by the National Resources Defense Council, said in the petition that Peabody violated the Clean Air Act, the
federal regulations that implement the act and the Commonwealth of Kentucky's state implementation plan by failing to
disclose complete information about the source of coal.

The NRDC also said pollution emanating from Thoroughbred would also affect plants, animals and visibility at Mammoth
Cave National Park, and would impact the natural environment in which Americans live.

Peabody's Thoroughbred plant, a proposed 1,500 megawatt coal-based power plant near Central City, Ky., would create
about 450 permanent jobs and up to 2,500 JObS durmg peak construction, the company said, creating $1.95 billion in new job-
related benefits and wages. Kentucky issued an air permit for the project last October.

Thoroughbred would'beg'm generating power between 2005 and 2007 and will provide enough electricity for 1.5 million
families. It is designed to be the lowest-emitting 1,500 megawatt pulverized coal plant east of the Mississippi River.

A spokesman for Peabody was not immediately available for comment.

St. Louis-based Peabody Energy (NYSE: BTU) is one of the world's largest coal producers. |

© 2003 American City Business Journals Inc.

-» Web reprint information

All contents of this site © American City Business Journals Inc. All rights reserved.
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"It would be nice if their objections were grounded in fact," Svec said.
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The EPA is expected to respond to the NRDC petition within 60 days, Mcintosh said.
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Activists Ask EPA To
Overturn Clean Air Permit

The Natural Resources Defense
Council (NRDC) is expected this week
to ask EPA to revoke a Clean Air Act
permit recently granted to Peabody
Energy for the construction of a new
coal-fired power plant.

. NRDC's petition to the agency
marks the latest chapter in a two-year
long battle over the construction of
Peabody’s "Kentucky-based
Thoroughbred coal-fired plant that
environmentalists contend lacks
adequate pollution controls and will
greatly increase harmful air emissions.

NRDC will ask EPA to reject both

the pre-construction and operating -

permits granted to the Thoroughbred
Generating Station, which will have a
capacity of 1500 megawatts, require
more stringent emissions controls and
request additional analyses to
determine whether the power plant
poses a threat to local air quality.

Although EPA has already
informally signed off on the Peabody
permit when it did not reject the
permit within a 45-day review period
last November, NRDC sources said they
now have additional information that
warrants a second look by the agency.

NRDC says it believes Peabody
intentionally withheld information from
its permit application, giving state
officials the impression that it was
installing adequate pollution controls.

The petition to revoke the
Peabody permit will be filed with the
agency on Friday. EPA will then have
60 days to respond to NRDC's petition.
If the agency decides against the
environmental group, it is likely NRDC
will file a formal challenge with a
federal appeals court.

Peabody was not available for
comment at press time.

NRDC and - several other
environmental and public health
groups voiced initial opposition to the
new power plant in February 2001,
when Peabody submitted its first set

of permit applications to the.

Kentucky Resources and
Environmental Protection Cabinet.

The National Parks Service has also
presented concern about the power plant
and its impact to air quality at the
Mammoth Cave National Park, which is
nearby the construction site and is
already the third most poltuted national
park in the United States.

The National Parks Service filed an
adverse impact determination in 2001,
but then withdrew the determination
after it secured a commitment from the
state to tinker with Peabody's permit
to allow for more stringent S0,
controls in the future.

Despite vocal opposition from
environmental groups, Kentucky
granted Peabody its permit in 2002.
The state then submitted the permit to
EPA for review, pursuant to

requirements of the Clean Air Act, and

the agency failed to act on the review
late last year, thereby giving final
approval to the permit.

The petition NRDC will file with EPA
this week asks the agency to act on
authorities granted it in the federal
clean air statute that allow EPA officials
to revoke state-granted permits.

NRDC says it has evidence that state
officials, when conducting a review of air
quality impacts, did not consider the
existing emissions of the Tennessee Valley
Authority’s Paradise Plant nearby.

NRDC also has a challenge of the
power plant pending at an
administrative review panel in Kentucky.
The panel is expected to hold a hearing .
on the case next summer.
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' Clean-coal plant will
be good for Ky.,

environment

When l?l%t‘loonal Park Service
withdrew its concerns about Peabody.
Energy’s proposed Thoroughbred
Generating Station earliet this fall,
the decision followed a review of
sound science.

Initial concerns about the plant’s:
potential effects on visibility at Mam-
moth Cave were based on flawed me-
teorological data that was corrected
in an expanded analysis. In fact, addi-
tional modeling was conducted at the
Park Service’s request, and the new -
" analysis showed that there were no
days in nearly 1,100 modeled where
the plant’s emissions would have a
significant impact on visibility at
Mammoth Cave. This key scientific
finding laid the foundation for the
Park Service’s decision.

Thoroughbred will be among the
cleanest coal-fueled plants east of the
Mississippi, and we believe the
plant’s emission controls will help es-
tablish best available control technol-
ogy for pulverized coal plants.

Thoroughbred will also provide
tremendous benefits to Kentucky and
the region by providing low-cost, low-
emissions electricity for 1.5 million
families — 450 permanent jobs and
nearly $100 million for Kentucky’s
economy each year.

The development of Thorough:
bred has been a public process, and -
Peabody has met with dozens of
groups, individuals and state and fed-
eral government agencies to commu- -
nicate project plans. We look forward
to continuing this dialogue to ad-
vance a project that represents im-
proved environmental performance, a
stronger economy, greater national
energy security and jobs and low-cost
energy for Kentuckians.

Vic Svec
Vice president, Public and Investor Relations
Peabody Energy
St. Louis
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, Environmental agencies asked to join Peabody

permit process

By MARK WILSON, Courier & Press staff

© EVANSVILLE — State Rep. Dennis Avery is asking the Indlana

Department of Environmental Management to become Involved in
the permitting process for Peabady Eneragy's proposed

_ Thoroughbred Generating Station in Muhienberg County, Ky.

The Evansville representative wants IDEM to ask the u.s.
Environmental Protection Agency to become Involved. A similar
petition from several Northeastern states against Indiana and other
Midwestern states resutted In federally mandated reductions in
nltrogen oxide pallution In those states.

"Avery has supported improving Hoosler health during his whole
time in office," said John Blair, president of Valley Watch, Ina
staternent supporting Avery's request to IDEM.

Avery is a board member of the Evansvllle-based environmeantal

group.

If permitted and built, said Blalr, the 1,500-megawatt :
Thoroughbred generating station will be the largest conventional
coal-burning power plant built in the United States in 20 years.

Joanne Alexandrovich, azone officer for the vanderburgh County
Health Department, has said that the Peabody and other proposed
plants, such as Cash Creek Generating Station in Henderson
Coulnty, Ky., will undo Indlana's attempts to improve local air
quality, _

Avery cited Alexandrovich’'s comment as support In his letter to
IDEM Commissioner Lori Kaplan. He also cited the Newburgh Town
Councll’s resolution that these plants not be permitted until existing
power plants can make proven pollution reductions.

"I helieve the reasons for this request are obvious. The Southern
and Southwestern Indiana areas have worked for years to improve
air quality and achieve attainment status for ozone (poliution
levels)," Avery wrote. "Currently, our state's major sources of
nitrogen oxides are being required to undertake massive ratepayer
investment to help clean our air of nitrogen oxides and thus reduce
the level of ozone emissians."

http://www.myinky.com/ecp/local_news/a:ﬁclc/ﬂ,1626,ECP__745_96447S,OO.html
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Avery also wrate that none of the propased power plants in
Kentucky Is Intended to supply power to Indiana or Kentucky
residents. - - o

" paul Dubenetzky, IDEM's chief of alr permits, sald Avery Is not the
first lagislator to ask the state to become involved. Late last year,
state Rep, Jonathan Welnzapfe, also of Evansville, asked IDEM to
review the projects in Kentucky. Weinzapfel is chairman of the
House Environment Committee. o :

mWe are on recard as saylng we are going to review -thé- permit and
we are doing that now," Dubenetzky said. "We are looking at this
-real thoroughly.”

Dubenetzky said IDEM Is especially looking at Peabody plant's
proposed best available pollution controls, the enforceablility of its
emissions limitations, and its impact on air quality.

He said IDEM probably will flle written comments on the propased
permit by the Feb. 8 deadline set by Kentucky's Division for Air
Quality. ‘ , ,

"We are concerned about the air quality Impact of any source on
Indlana, whether we permit ft or it s permitted by another state,”
Dubenetzky sald.

He said it is premature to ask the EPA to step in and require
Kentucky to do something to reduce emissions. Such a step would
be a last resort, he said. '

January 31, 2002
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Blair blasts officials for power plant air permit
By MARK WILSON Courier & Press staff writer 464-7417 or mwilson@evansville.net

Evansville environmentalist John Blair is charging Kentucky officials with succumbing to political pressure
and rushing through the draft air pollution permit for Peabody's proposed power plant in Muhlenberg
County. The Kentucky Division for Air Quality issued a draft permit for the 1,500 megawatt conventional
coal-fired power plant in December.

"They issued this permit prematurely, before issues of downwind impacts had been sufficiently studied and
completed,” according to Blair, president of Valley Watch. Kentucky environmental officials especially failed
people who would live down wind of the proposed power plant, Blair said, by failing to study the levels of
ozone formation that may result from the plant's emissions.

"People all the way from Evansville to Louisville are going to suffer the ill effects because of this plant," he
said.

He also said Kentucky failed to seriously address questions from the National Parks Service concerning its
impact on the air at Mammoth Cave National Park. Peabody has said it will adhere to stricter controls on
sulfuric acid as a result of Park Service's concerns.

But the biggest concerns, Blair noted, are the health and economic effects the plant's nitrogen oxide and
particulate matter pollution will have on areas downwind, particularily those east of Evansville.

"It is also important to understand that Hoosiers are being forced to pay billions of dollars to clean up
nitrogen oxide emissions from existing po :

wer plants - only to have Peabody come in and add to the mix so they can sell their electricity to areas far
removed from this region," Blair said.

At a news conference Tuesday, Blair distributed copies of a Jan. 16 newspaper article from the Central City
Times Argus in which Kentucky Rep. Brent Yonts brags about how the permit was "put on a fast track due
to cooperation and support" from Peabody Energy and various other state leaders.

Among other things, the Kentucky Division for Air Quality exempted Peabody from providing the required
one year of pre-construction air quality monitoring.

January 23, 2002
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Activist says Peabody plant permit was rushed
By By MARK WILSON Courier & Press staff

EVANSVILLE -- Environmentalist john Blair is charging Kentucky officials with succumbing to political
pressure and rushing through the draft air pollution permit for Peabody's proposed power plant in
Muhlenberg County.

The Kentucky Division for Air Quality issued a draft permit for the 1500 megawatt conventional coal fired
power plant in December. :

""They issued this permit prematurely, before issues of downwind impacts had been sufficiently studied
and completed," according to Blair, president of Valley Watch.

Kentucky environmental officials especially failed people who would live down wind of the proposed power
plant, Blair said, by failing to study the levels of ozone formation that may result from the plant’s
emissions.

"people all the way from Evansville to Louisville are going to suffer the ill effects because this plant," he
said.

He also said Kentucky failed to seriously address questions. from the National Parks Service cbncerning its
impact on the air at Mammoth Cave National Park. Peabody has said that it will adhere to stricter controls
on sulfuric acid as a result of Park Service concerns.

But the biggest concerns, Blair noted, are the health and economic effects the plant's nitrogen oxide and
particulate matter pollution will have on areas downwind, particularily those east of Evansville.

"It is also important to understand that Hoosiers are being forced to pay billions of dollars to clean up
nitrogen oxide emissions from existing power plants -- only to have Peabody come in and add to the mix
so they can sell their electricity to areas far removed from this region," Blair said.

At a press conference Tuesday, Blair distributed copies of a Jan. 16 newspaper article from the Central City
Times Argus in which Kentucky Rep. Brent Yonts brags about how the permit was "put on a fast track due
to cooperation and support’ from Peabody Energy and various other state leaders.

"I am very pleased that my request for a more expeditious'permit approval process has been granted, and
1 will continue to work with the governor, Sen. (Dick) Adams, and others to move this important project
along," Yonts said, in the Times Argus article.

Among other things, the Kentucky Division for Air Quality exempted Peabody from providing the required
one year of pre-construction air quality monitoring.

A public hearing on the draft permit will be held at 6:30 p.m. (CST), Feb. 12, at the Muhlenberg County
Career Advancement Center in Central City.

January 23, 2002
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An Evansville public health advocate said Tuesday he opposes a coal-fired power
plant in Central City because politics instead of scientific studies led Kentucky
officials to tentatively approve the project's air permit.
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Births & Adoptions John Blair, president of the Valley Watch Inc., is asking the state to revoke its draft
Courts & Reports air quality permit for the Thoroughbred Energy Campus planned by Peabody
Obituaries Energy until more analysis can be done.
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The ultimate goal, he said, is to stop the project.

Y 1 don't think this is the best-available controlled technology (BACT)," which is
essengge;:in PIBAl  required by the 1990 Clean Air Act, Blair said in 2 telephone interview Tuesday
3 following an afternoon news conference at Valley Watch offices.

Blair claims Peabody's air permit application included no analysis on newer
technology with cleaner ways to burn coal.
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National Anthem
Declaration of

Independence "They decided to stick with 19th-century technology. That was one of the sticking
MI ALERTS points we had with the permit," Blair said. He also said the permit application had

Newspaper in Education little or no information about projected effects of emissions on communities
Special Publications downwind of the proposed plant.
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Community Calendar  Peabody officials have said the technology to be used in the 1,500-megawatt-
Goodfellows

. capacity merchant power plant will be state-of-the-art with the capability of
Intemet Directo removing nearly all particulate matter.
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Real Estate Guide Blair specifically criticized state Rep. Brent Yonts, D-Greenville, for helping speed

Tornado 2000 up the permit approval, which was issued Jan. 3 by the state Division for Air
"Siide Shows Quality in the Cabinet for Natural Resources and Environmental Protection.
Weather

Blair cited a newspaper story that quoted a Yonts press release announcing the
tentative approval in which Yonts said he was "very pleased my request for a more
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Yonts, who is in Frankfort with the General Assembly, said during a phone
interview that "political influence had nothing to do with this decision."

"My pressure was to make a decision as quickly as they possibly could,” Yonts
said, referring to the Division for Air Quality.

A public hearing is scheduled for Feb. 12 at the Career Advancement Center of
Muhlenberg County to hear public comments about the draft permit.

Biair said he filed a complaint saying there was no pre-construction monitoring for
ozone or particulate matter on the day that the draft permit was approved.

"I plan on filing extensive comments about that before the public comment
deadline is over," Blair said.
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As Peabody Energy gears up for a
public hearing on its plans to build a
1,500-MW merchant power plant in
western Kentucky, environmental
activists in neighboring Indiana are
mobilizing opposition. The most vocal
so far is John Blair, president of
Evansville Valley Watch, which
promotes itself as a public health
advocacy group. Blair issued a press
release earlier this week criticizing the
Kentucky Division for Air Quality for
its decision earlier this month to grant
Peabody a draft air quality permit for
its Thoroughbred Energy Campus in
Muhlenburg -County, Ky. (CD 1/7/02).
A public hearing on the air quality
permit is scheduled for Feb. 12 in
Central City, Ky. :
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News Conference Announced for 1/22/02

Valley Watch, the area’s leading environmental health advocate, will hold a News Conference
tomorrow, Tuesday, January 22 at 2:30 PM at the Valley Watch office located at 300 Adams Ave. in
near Downtown Evansville. The purpose of the News Conference will be t accuse the Kentucky
Narural Resources and Environmental Protection Cabinet’s Division of Air Quality of making decisions
concerning the proposed Thoroughbred Generating Station vsing political criteria instead of science.

Late last month, the KY Division of Air Quality issued “Draft” permit which has been
characterized in the media as a “pre-approved” permit for the 1500 Megawatt conventional coal fired
power plant in Muhlenberg County, Kentucky. ‘

“They issued this permit prematurely, pefore issues of downwind impacts bad been sufficiently
studied and completed.” according 0 Valley Watch president, John Blair. “The DAQ has failed its
responsibility to people down wind 1 ascertain the levels of ozone formation and also failed to answer
serious questions from the National Parks Service concerning the impact of the plant on the Class 1 air
at Mammoth Cave Naticnal Park™

Reports in the Jocal (Muhlenberg County) media indicate that politics played a huge role in getting
the permit expedited through the Division of Air Quality. '

“Valley Watch is expected to play by the rules in everything we do. Apparently. Peabody Coal
Company (now called Peabody Energy) does not have to follow the rules in Kentucky and ipstead has
the political connections to gain favor from the Environmental Cabinet,” charges Blair.

“This plant will emit huge quantities of both VOCs and Nitrogen Oxides but Peabody has failed o
predict the downwind 1mpacts on 0zone {evels which will result from the operation of the largest new
coal facility to be proposed for more than two decades anywhere in the United States.” VOC and
nitrogen oxides join in the presence of sunlight to form ozone, a poison 1e gulated under the Clean Air
Act, Several areas dowrnwind, including both the Evansville area and the Louisville area have been in
non-attainment of the current standard for zone in the past and are oW faced with sanctions if levels zise
above the standard again.

~It is also importaxt to understand that Hoosiers are being forced 1o pay billions of dollars 1o clean
up Nitrogen Oxide emissions from existing power plants only 1o have Peabody come in and add to the
mix so they can sell thejr electricity to areas far removed from this region. Essentialty, we are
subsidizing Peabody both with our pocketbooks and our health so they can profit enormously from the
operation of a 19* Century style power plant,” asserts Blair.

Blair will be available for questions concerning the Peabody proposal at the News Conference/
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Published Tuesday, January 15,2002, in the Lexington Herald-Leader
Powerful questions

Siting bill will let legislature debate electric plants' impact

A pair of recent reports to Gov. Paul Pation concluded that Kentucky's anticipated boom in merchant power
generation would be manageable. ' .

But would it be desirable? Would the beneﬁts of producing electricity for sale in other states outweigh the costs?

These questions, vital to Kentucky's future, have yet to be answered or even adequately debéted. Patton is giving
Jawmakers a solid place to launch that discussion with legi lation he outlined last week.

We can't comment on specifics because the administration's power-plant siting bill is not in final form. But the
approach Patton described at a news conference Friday is promising, -

Especially encouraging is Patton's inclusion of an additional 16 proposals in the current ban on power plant
construction. The governor also wisely extended the moratorium, imposed last summer, through July 15.

This way, plants that have applied for permits but not yet started construction would have to comply with whatever
siting requirements are enacted by the 2002 General Assembly. (Patton said it's too late to apply new laws to eight
plants that already are under construction or operating.)

Republican Rep. John Draud of Crescent Hills has agreed to sponsor the siting measure, which raises hope that this
critical issue won't break purely on party lines.

This debate should engage lawmakers of both parties, including those whose districts don't have power plant
proposals or coal mines, because the implications are critical for the entire state. The potential for unintended
consequences also is huge. And Kentucky's lack of regulation is one of the main attractions for the power merchants.

The administration admits there are unanswered questions about the long-term and cumulative environmental
effects, including exactly how many power plants Kentucky can reasonably accommodate. State environmental
regulators also say they need more resources just to regulate and monitor the 24 power plants already proposed.

While the new technologies create less air pollution than earlier electricity generation, they also produce
considerably more and nastier solid waste. Many of the new technologies also consume huge amounts of water. The
pollution and water demands have obvious implications for places downstream oOr downwind of new power plants.

" Patton wants to be sure Kentuckians don't get stuck paying to expand the state's transmission system to serve
customers outside Kentucky. But federal policy could trump state policy once the plants are built. And the Bush
administration, intent on increasing energy supplies through deregulation, would seem more inclined to make
Kentuckians pay for transmission upgrades once the new plants are here.

Kentucky now has the pation's cheapest electricity and plenty of it. That is an unquestionable advantage for the state

while the advantages of merchant power generation -- for anyone other than the coal industry - largely remain a
question mark.
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Mike Ivey: Who's in charge of
power here anyway?

January 15, 2002

While critics contend Wisconsin's once-respected : 2 Mike by
Public Service Commission has become little more '
than a yes man for the big power companies, ' -
regulators in other states are taking a much tougher E-mail Mike Ivey
stance these days.

co an

The governors of Tennessee and Kentucky are
working hard to prevent their states from becoming
defacto energy farms, producing and exporting
electricity into more lucrative markets.

HSUBSCRIBEIHOW!?

- _
The two states are being deluged with requests from
corporations like San Jose, Calif.-based Calpine Corp.
and St. Louis-based Peabody Energy to build new

power plants in farm fields and near small towns,
where the economy is bad and the local opposition

| u-v:aak.

The power plant companies freely admit the
electricity isn't for the good people of Kentucky or
Tennessee. Rather, it would be sold to the highest
bidder throughout the Southeast and Midwest.

But in Tennessee, Gov. Don Sundquist, a Republican,
this week is proposing applying a "cost-benefit"
analysis to new plant applications to determine if the
potential problems - traffic, noise, pollution, etc. - are
worth the promise of new jobs and more tax revenue.

In Kentucky, Gov. Paul Patton, @ Democrat, is
seeking an extension of a moratorium on power plant
construction while the state legislature can come up
with new - and tougher - siting rules.

"we're adopting a cautious approach because we
want to know exactly the Impact going forward,"
Annette DuPont-Ewing, executive director of the
Kentucky Energy Policy Board, told the Wall Street
Journal recently.

Compare that to Wisconsin, where the three-member
PSC, holdovers from the Thompson administration,
will rubber stamp anything from new generating

Emmilidimm i mlmmn~ cesbnmasm Blnmis mammlb s el bm laiseln

AA I S IMNNAA



Mike Ivey: Mike Ivey: Who's in charge of power here anyway? (captimes.com)

jaciiues 111 plates wiere ey diell L wdilteu Lo 1ugti-
voltage transmission lines through the northern
forests. :

Much of this rush to upgrade Wisconsin's electric
system was prompted by warnings from the state
business community and its political supporters of a
pending "energy shortage" and "rolling blackouts"
across the state. Behind the scenes, of course, many
saw the state as a potential beachhead for exporting
power to Chicago and points east.

Ironically, the new Wisconsin power plant that
generated the most controversy in these parts - the
Calpine-owned RockGen facility in eastern Dane
County - now sits largely idle. Neighbors living near
the facility report the natural gas-powered generators
at RockGen haven't fired for 100 days and the
security lighting around the facility has been reduced
in an effort to lower the plant's operating overhead.

While the RockGen plant was intended as a "peaking
unit" for periods of high electricity demand, one
observer noted there aren't many "peaks” when the
state economy is tanked and manufacturers are
laying off workers rather than cranking up
production. ’

Indeed. A combination of the slumping economy and
the Enron debacle has cooled the frenzy for energy
"re-regulation” or more power plants and
transmission lines in Wisconsin.

Still, it's worth following the progress of utility
regulation outside the state for the interesting legal
questions if nothing else.

For example, should utility customers in a home state
pay for upgrades to their transmission system to
facilitate the passing of power through to another
state? Or can states bar new plant construction solely
on the grounds that most of the electricity will be
shipped out? .

Wisconsin has already turned into a dumping ground
for garbage from Illinois. What a shame to see it
absorb the exhaust stacks, gas pipelines and
transmission towers of an energy exporting state as
well. Mike Ivey is a business reporter at The Capital
Times. He can be reached at 252-6431 or at
mivey@madison.com

Published: 9:41 AM 1/15/02
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Coal Outlock, 1/14/02

Thoroughbred advances

‘Peabody Energy said Jan. 4 that it has
received Kentucky's pre-approval for an
air-quality permit covering the proposed
Thoroughbred Energy mine-mouth gener-
afing project in Muhlenberg County.

The project would consist of a 6 million-
ton/yr underground mine that would sup-
ply a 1,500-MW generating station sited on
4,500 acres controlled by Peabody.

The draft permit sets out terms and con-
ditions whereby Peabody would be aliowed
to build and operate the nearly $2 billion mer-
chant power plant. Following a 30-day pub-
lic comment period, the Kentucky Divis. of
Air Quality will decide whether to issue a
final air permit.

Peabody spokesman Vic Svec said the
company hopes to get the final permit by
garly spring.

“The generating station is being de-
signed to be the cleanest major coal-based
power plant east of the Mississippi River;
Peabody said in a statement.

“Pgabody is engaged in discussions with
several prospective partners regarding the
scope and structure of the project,’ the
company said. “Peabody intends to man-
age project permitting and mine operations,
and is seeking a pariner that would man-
age generating plant operations and power
marketing” Peabody had entered into an
agreement with a prospective partner—
believed 1o be Mirant—last year, but that
ultimately fell through (CO 11/19/01).



Patton modifies Kentucky power

16 from issuing permits on new power

plant applications. But they are free
to process requests already on file, includ-
ing Peabody Energy’s proposed 1,500-
MW Thoroughbred Energy Campus in
Muhlenberg County, under a moratorium
announced Friday by Gov. Paul Patton

%entucky agencies are barred until July

Megawatt Daily, 1/14/02

Kentucky governot
extends power plant

moratorium to July 16

Kentucky Gov. Paul Patton said Fri-
day he has extended a moratorium on
power plant permits until July 16 and

- soon will submit to the General Assembly
a comprehensive electricity package that
could make the state less attractive to
merchant plant developers.

Patton’s extended permit freeze, in
effect since June 20, 2001, will give
state officials more time to deal with
difficult transmission, siting and envi-
ronmental issues surrounding the 22
power generation projects proposed
since 1999,

Patton said Republican state Rep.
John Draud would sponsor the gover-
nor’s legislative package that will call for
creation of a power siting board under the
direction of the Public Service Commis-
sion. Patton’s proposal also will include a
provision that would require priority
treatment of electricity generated and

.........

Coal Trader, 1/14/02

(CO 12/24/01).

The two-term Democrat governor and
former coal operator effectively lifted a
state freeze in place since June 20, 2001,
on new permit applications and replaced it
with a prohibition on issuing permits for
new pOWer projects.

“The Cabinet can accept but not issue new
permits” Mark York, spokesman for the
Kentucky Natural Resources and Envi-
ronmental Protecﬁon Cabinet, said. Noth-
ing in the moratorium prevents state agen-
cies from issuing final permits on applica-

plant moratorium

tions submitted prior to June 20, he said.

Of potentially more impact to coal
projects like Peabody Energy’s is legisla-
tion Patton plans to sponsor that appar-
ently would make Kentucky less attrac-
tive to merchant power developers. The

Peabody project, along with 2 1,000-MW

coal plant proposed by Cash Creek Gen-

eration in Henderson County, and three

EnviroPower LLC waste coal/run-of-

mine coal plants proposed for the state.

All of them would sell power on the whole-

sale market. '

Patton’s proposal, to be sponsored by
Republican State Rep. John Draud, in-
cludes a provision that would require pri-
ority treatment of electricity generated and
transmitted for in-state use, If it becomes
law, a utility would have to curtail or ter-
minate service to out-of-state customers
before curtailing or terminating service
to Kentucky customers.

“You question whether that’s a restric-
tion on interstate commerce,” said Bill
Caylor, president of the Kentucky Coal
Association, who suggested the provision
might be “ynconstitutional.”

Under Patton’s proposal, a merchant
power plant would be required to get state
Public Service Commission approval be-
fore it could connect to the transmission
grid. Also, utilities would need PSC ap-
proval before they could sell or transfer
major assets in Kentucky.
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 Published Saturday, January 12, 2002, in.the Lexington Herald-Leader

STATE BANS ON POWER PLANT EXTENDED
Governor seeks tight regulations

By John Stamper
HERALD-LEADER BUSINESS WRITER

FRANKFORT -- New power plants proposed in Kentucky will remain on hold for another six months as legislators
consider a bill that would prohibit them from locating within 2,000 feet of a neighborhood.

| Gov. Paul Patton placed a pew ban on povirer plant construction yesterday that lasts through July 15. The new ban
blocks 16 of the 24 plants proposed in Kentucky since October 1999, including all of the coal-fired plants.
The governor lifted his previous ban on new applications for air, water and waste permits. However, he said the

Nataral Resources and Environmental Protection Cabinet can only review those applications, and cannot issue
permits based on them. ’

Patton's original moratorium was set to expire yesterday.

Patton also proposed a package of policies to tightly control the problems new plants might produce for the state's
environment and pocketbook.

Besides blocking new plants from locating within 2,000 feet of residential areas and 500 feet from homes, Patton's
proposal aims to give electricity intended for Kentucky customers priority during a power-grid overload.

Most of the proposed electricity generators are merchant power plants, which are built primarily to sell their
electricity out of state on the wholesale market. Merchant plants want to locate in Kentucky because it has a lot of
fuel -- both coal and natural gas -- and many electricity-transmission lines that can export power north or south.

Under Patton's proposal, power from merchant plants would be curtailed when transmission lines are overburdened,
said Annette Dupont-Ewing, director of the Governor's Energy Policy Advisory Board.

““Kentucky rate-payers are going to be protected first, and Kentucky will never be browned out for wholesale
transactions going out of state," she said.

Enforcing that law might be difficult, since Kentucky's transmission system is intertwined with a power grid that
stretches from Florida to North Dakota.

“*Because the grids are so interconnected, I don't know exactly how you would do that," said Brandon Maxwell, a
spokesman for Duke Energy North America. .

Duke owns one natural gas plant in Kentucky that is under construction; has an air permit for another; and would
like to submit an application for a third, in Trimble County.

Maxwell said none of Patton's proposals would automatically stop Duke from proceeding, but the company would
view each as “just another issue that we have to consider when deciding whether we can get it built or not."

The new regulations would be enforced by a seven-member electricity generation and transmission siting board,
which would have the power to block any plant it deems not in the best interest of the state.

" The siting board would consider a power plant's impact on the environment, economy and transmission grid when
making its decision.

““We expect this board to look at the overall best interest of Kentucky," Patton said.



The board would also consider the feasibility of building new plants at sites where electricity generators are already
located.

All new power plants not already under construction, including those covered by the moratorium and future plants
built by the state's regulated utilities, would be subject to the new siting legislation. :

Eight of the 24 power plants proposed since October 1999 are already under construction or in operation. All eight
are natural gas-fired plants, which are cleaner than coal-fired plants but employ virtually no one.

LG&E Energy, which has lobbied hard for a power plant siting board, is willing to have its own new power plants
reviewed by the board, said George Siemens, the company's vice president of external affairs.

The location of new high-voltage electricity transmission lines would also fall under the siting board's purview.

The board would select routes that minimize the impact on scenic and environmentally sensitive areas. Transmission
lines that serve coal-fired power plants would have priority.

The board would be made up of the state's three Public Service Commissioners; the secretaries of the Natural
Resources and Environmental Protection Cabinet and the Economic Develepment Cabinet; and two members who
would change according to the proposed location.

The two local members would be a resident of the county where the plant is proposed and either the head of the
planning commission or the judge-executive of that county. Patton would appoint both.

The Democratic governor's legislative package will Bc introduced next week in the House of Representatives by a
Republican, Rep. Jon Draud of Crestview Hills.

Draud, who has been fighting a proposed plant near a residential neighborhood in Erlanger for several months, said
he thinks the initiative will remain a bipartisan effort.

““This is a serious problem for all the people in the state of Kentucky," Draud said.

He got hot about merchant plants earlier this year when Cinergy Corp. proposed a natural gas-fired plant within 600
feet of a nursing home and 800 feet of a neighborhood.

Cinergy has no problem with a siting board as long as it **doesn't preclude constructing power plants that are needed
for base-load power for native Kentuckians," said spokesman Dave ‘Woodburn. ‘

Even without the moratorium, he said, the Erlanger project is on hold for economic reasons. *“The price of power is
down," he said.

Most of Patton's policies came from recommendations made in December by his Energy Policy Advisory Board,
which reviewed studies that outlined the impact 24 new plants would have on the state's environment and power
grid.

The environmental study set out 14 recommendations designed to minimize the impact of the new plants.

Many of those were not addressed yesterday, but Natural Resources Secretary James Bickford promised progress.

*It's our job to get that cracking, and we will," Bickford said.

The study recommended developing air-toxicity standards and doing another study to determine the number of
power plants that Kentucky's environment can handle.
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The Wall Street Journal, 1/9/02

New Power Plants Under Fire

Tenmessee, Kemtucky Move
. To Make It Tougher
To Build in Their Borders

. By ANDREW CAFFREY
Staff Reporter of THE WALL STREET JOURNAL

ENTUCKY AND Tennessee, seen
by power companies as key
beachheads for exporting elec-
tricity throughout the Southeast
and Midwest, . are moving to
make it more difficult to build
power plants in their states. .

In recent months, both states have
been deluged with building requests from
independent power producers. These
states sit at crueial crossroads of natural-
gas pipelines and large electric transmis-
sion networks, particularly the large sys-
tem operated by the Tennessee Valley Au-
thority, that could be used to send power
to growing Southeast markets. Another at-
traction: Until now, both have had few
regulations for reviewing new facilities.

Benefits Analysis

But Kentucky and Tennessee officials
have become worried their states would
suffer rather than benefit from more new
plants. The potential capacity of all the
proposed plants would far outstrip the
needs of either state during peak demand,
and state officials suspect most of the pro-
posed plants would export power else-
where. So Kentucky and Tennessee con-
sumers won’t necessarily see cheaper or
better electric service, the officials say.
Meanwhile, local electric transmission
networks could be strained under the in-
creased loads, and new plants could con-
tribute to air poliution and draw down
needed water supplies.

So the states are acting. Tennessee offi-
cials are expected to recommend this
week that Gov. Don Sundquist create a
two-year pilot siting review in which the
state would perform a cost-benefit analy-
sis on proposed plants to determine if po-
tential problems—including traffic, noise

or poltution—would offset benefits such as -

new jobs.

“We'll put in a couple of extra hoops in
the process,” says Tony Grande, comrnis-
sioner of the Tennessee Department of
Economic and Community Development,
and chairman of an energy-policy task
force appointed by Gov. Sundquist. “There
is clearly a desire to limit” new plants in
Tennessee, Mr. Grande says.

Last summer Gov. Sundquist and Ken-
tucky Gov. Paul Patton each imposed mor-
atoriums on additional applications for
new plants and formed task forces, includ-

" ing Mr. Grande’s, that combine industry
and environmental officials to develop poli-
cies that would protect both the environ-

ment and electric grid systems.

Gov. Patton is expected to extend the
moratorium, which expires this Friday,
for 180 days to give the state Legislature
time to debate a siting bill. One proposal
before lawmakers would prohibit plants
from locating 2,000 feet or closer to a resi-
dential neighborhood or scheol. Gov. Pat-
ton is expected to propose his own law
within two weeks, based on recommenda-
tions from his staff and advisers.

. State officials say Kentucky needs to
be able to consider the cumulative effects
on air pollution and other resources of
permitting so many facilities. “We're just
adopting a cautious approach because we
want to know exactly the impact going
forward,” says Annette DuPont-Ewing, ex-
ecutive director of- the Kentucky Energy
Policy Advisory Board.

The sheer number of proposals in both
states also has Kentucky and Tennessee
officials wondering how their local power
grid c¢ould bear the increased load. For
example, the Tennessee Valley Authority,
the government power agency that pro-
vides service to nearly all of Tennessee
and parts of southern Kentucky, says it
has received more than 100 requests, total-
ing more than 70,000 megawatts, from
power companies to plug into its system
and send power to distant markets
throughout the Southeast. A TVA spokes-
man, John Moulton, says the.agency’s sys-
tem couldn’t accommodate all this addi-
tional load without requiring “significant

_ investments” from the power companies

to upgrade the grid, which could drive up
costs to the point where some plants may
not be cost-competitive.

And in the non-TVA portion of Ken-
tucky, state officials say they don’t want
to have customers of their local utilities

pay for transmission upgrades needed to

send power to customers in other states.
Would the new plants “somehow impact
the ability of our incumbent utilities to
deliver electricity? Would service to our
customers be impacted?” asks Tom Dor-
man, executive director of the Kentucky
Public Service Commission. “Those are
legitimate state concerns.”

.These are tricky regulatory waters for
the states. Federal energy officials are in
the midst of a far-reaching initiative to
create larger regionial wholesale markets.
The outcome of those deliberations may
limit how much say Kentucky, for example,
would have in determining who pays for
transmission upgrades. Moreover, under
federal law, states can’t refuse to host inde-
pendent power facilities simply because
the electricity is intended for out-of-state
markets. So their only recourse may be to
impose local siting conditions that are so
onerous they discourage development.

Fairness Issue

Power companies say they hope both
states remain open-minded. “We’d rather
not have to go through” new regulations,
“but we're fairly confident we'll be able to
meet the criteria established by the task
force in terms of this initial screening,”
says John Flumerfelt, government affairs
director for the eastern division of Calpine
Corp., a San Jose, Calif.-based indepen-
dent power company that is considering
several projects in Tennessee.

Vic Svee, spokesman for St. Louis-
based Peabody Energy Corp., which has
received a draft permit for a 1,500-mega-
watt coal plant in Kentucky, says states
shouldn’t be biased against facilities that
export power. After all, he notes, Ken-
tucky doesn’t “say all the food produced
in-state must be consumed within the
state.” :
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News Stream, 1/7/02

PEABODY ENERGY RECEIVES PRE-APPROVAL FOR COAL-BASED
ENERGY CAMPUS AIR QUALITY PERMIT IN KENTUCKY

f?. LOUIS, MO - - - Peabody Energy has received pre-approval for the air
quality : .
permit.f;om the Commonwealth of Kentucky regarding a proposed coal-based
elect;1c1ty generation project in Westernm Kentucky.

This pFojegt, the Thoroughbred Energy Campus, would be located near
ant;al City in Muhlenberg County. The proposed project would consist of a 6
mllllon.ton—per—year underground coal mine that would fuel a 1,500 megawatt
gegﬁrgtlng plant sited on approximately 4,500 acres of property controlled by

eabody.

The generating station is being designed to be the cleanest major
coal-based power plant east of the Mississippi River. (Peabody Energy)

(Burrellos wmems) S0z STLOUIS POST DISPATCH

Page 1 of 1 (PDSLOESB) Circulation: 326,330

Peabody gets mllminary oK

Peabody Energy, of St Louis,
said Friday it has won preliminary
state approval for an air quality
permit to build a 1,500-megawatt
coal generating plant in western
Kentucky.

Peabody, the world's largest coal
producer, is mowing into the pro-
duction of electrical power
generated by its coal. The Thor-
oughbred Ene Campus, near
Central City in erg Coun-
ty, Ky, would exploit an under-
ground mine at the rate of 6 million
tons a year.

Peabody ann¢ounced plans last
year for a secomnd 1,500-megawatt
electricity-generating plant in
Washington County, I, about 50
miles southeast ¢f St. Louis.

Megawatt Daily, 1/7/02

Peabody’s 1,500-MW coal plant wins draft air permit

Peabody Energy Friday said it has  ply 6 million tons of coal a year to the
received a draft air permit from the plant. The spokesman said Peabody
Kentucky Div. of Air Quality for a also is negotiating with several
1,500-MW, coal-fired merchant power - prospective partners to participate in
plant it hopes to build in Muhlenberg the project. .
County. Peabody intends to manage project

Following a 30-day public com- permitting and mine operations and is
ment period, the state agency will seeking a partner that would manage
decide whether to approve a final air plant operations and power marketing.
permit for the nearly $2-billion Thor- He said a partnership agreement could
oughbred Energy Campus project, be signed in a couple of months.
most likely in March or April. Peabody, the spokesman added, is still

The project also would include an  on track to place the plant in operation
underground coal mine that would sup-  in late 2005 or early 2006.



Coal Daily, 1/7/02

Peabody Gets Draft Air
Permit For Thoroughbred

Peabody Energy has received pre-approval from the state
of Kentucky for an air quality permit for its proposed
Thoroughbred Energy Campus.

Peabody plans to build a 1,500-MW generating facility
on a 4,500-acre tract it owns near Central City in
Muhlenberg County (CD 8/8/01; 2/9/01). The project would
include a 6 million tons/year mine designed to fuel the
power plant.

Pre-approval was not unexpected. A Peabody exec said
in November that the company was expecting a draft permit
by the end of 2001 (CD 11/21/01). Luckily for Peabody,
Thoroughbred was one of the two dozen proposals
submitted to the state prior to the freeze on new
applications instituted last summer by Gov. Paul Patton (D)
(CD 6/21/01; 12/24/01).

“We're pleased to reach another milestone in our efforts
to make Thoroughbred a reality,” Peabody executive VP for
corporate development Roger Walcott said. “We look forward
to continuing to work with Kentucky to move the project
forward and enable its economy and people to continue to
enjoy the security of energy that is reliable, low in costs
and low in emissions.”

The producer said it is holding discussions with several
prospective partners regarding the scope and structure of the
power plant project. Peabody wants to manage the project
permitting and mine operations, but is looking for a partner
that would manage plant operations and power marketing.
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Proposed projects a regulation issue

By John Stamper
HERALD-LEADER BUSINESS WRITER

Less than two years after passing legislation to lure coal-fired power plants to Kentucky, the General Assembly will
ponder this spring how to regulate where those same plants can be built -- if at all. -

After two dozen electricity generators were proposed in Kentucky within 21 months, Gov. Paul Patton put the
kibosh on any further plants in June with a six-month moratorium.

He extended the moratorium last month until Jan. 11, and is expected to lengthen the ban again until a bill on how to
site power plants is approved.

One such bill has already been filed by Rep. Jon Draund, R-Crestview Hills, and Patton has promised to deliver his
own version by mid-January.

Draud's proposal calls for the Public Service Commission to oversee the siting of merchant power plants and bans
new plants from locating within 2,000 feet of a residential neighborhood, cemetery, historic landmark, school,
hospital or nursing home.

The state Public Service Commission is crafting another bill that would ensure electricity produced by the state's
existing utility companies gets priority on Kentucky's power grid.

The reason for all this anxiety: Most of the electricity produced ny the new generators, called merchant plants, will
be shipped out of state, but the pollution they create will stay.

The new merchant plants might also overwhelm the state's high-voltage electricity lines unless costly upgrades are
- made. If Kentuckians are forced to foot the bill, as some federal policy makers have suggested, electricity rates in
the state could skyrocket.

On the other hand, if a limited number of power plants were placed at strategic points along the electricity
transmission system, they might actually increase its reliability.

To make sure new plants locate only in places where they won't cripple the power grid or cause severe

environmental problems, Patton is expected to recommend legislation that will create an independent siting board
for merchant plants.

His energy policy advisory board suggested last month that the siting group include the three-member Public
Service Commission, which regulates traditiona] utility companies, and the secretaries of the Natural Resources and
Environmental Protection Cabinet and the Economic Development Cabinet.

The energy policy advisory board also *'strongly endorsed" the idea of restricting new power plants to existing
utility sites.

The board recommended, however, that any siting law exclude proposed plants that have already received state and
local permits to build.

So far, eight of the two dozen power plants proposed in the past three years are already under construction or in
operation. An additional six have been issued permits to emit air pollution.
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THE ENVIRONMENT
Trash, power plants among issues

By James Bruggers
The Courier-Journal

For the third session in a row, the General Assembly will be talking trash.

Though it's not sure how to pay for it, the Patton administration intends to put forward a bill that pushes all counties
toward universal garbage collection, improves recycling, funds assessment and cleanup of more than 500 abandoned
Jandfills and brings to life the state's environmental education plan, said Mark York, spokesman for the Natural
Resources and Environmental Protection Cabinet.

Rep. Greg Stumbo, the House majority leader, wants legislation that slaps a half-cent tax on most beverage
containers and fast-food cups and assesses landfills $1 a ton, with revenue supporting recycling and cleanup of
roadside dumps and other waste problems. '

Legislators, backed by environmentalists, business interests or perhaps both on some issues, also are expected to
address a proliferation of proposed power plants, vehicle emissions testing, funding for Kentucky's hazardous waste
cleanup fund, "smart growth," factory-scale farming, and oil and gas drilling rules.

Lexington attorney Lloyd Cress, director of environmental affairs for the Kentucky Chamber of Commerce, said he

expects environmental issues to take a back seat to the state's expected budget shortfall, creating new legislative
 districts and education.

"I don't think environmental issues will be at the forefront," he said.

_Environmental lawyer Tom FitzGerald partiaﬂy agreed. However, he said the legislature will have a busy
environmental agenda, starting with how the budget woes could cripple agencies' abilities to manage and enforce
environmental laws.

"I think out of necessity we will have to deal with some (environmental issues) this time, and there are others where
‘the governor has raised issues that need significant attention," said FitzGerald, director of the Kentucky Resources
Council. "The question is whether the legislature will focus on them."

For example, two cleanup funds -- one for hazardous waste and the other for old tires -- will expire next year
without a legislative extension.

And if the legislature doesn't adopt Gov. Paul Patton's emergency regulations on factory-scale animal production,
including a provision that holds corporate owners of livestock responsible for pollution, they will expire.

Other likely debates:

o  Should the General Assembly force Jefferson County to exempt the newest vehicles from emissions testing or
scrap the program entirely?

e  Should proposed power plants that plan to sell energy on the wholesale market be exempt from the Public
Service Commission, which has jurisdiction over their regulated counterparts, and from local zoning laws?

o  Should it be easier for these merchant plants to obtain required "pollution credits" for their emissions? Would
this affect utility rates?

e  Should there be new restrictions on mining resources other than coal and oil and gas drilling? The governor
ordered a moratorium on new permits last summer.

e Wil the state finally fund a $1.6 million environmental education master plan, completéd in 1999?
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Jan. 6--State Rep. Brent Yonts is aware that Gov. Paul Patton will likely suggest as of
that the General Assembly regulate where merchant power plants can be built. 01/07/02 12:47 PM
EST

But the Greenville Democrat says it's up in the air how, or if, it will affect the
Thoroughbred Energy coal-fired plant Peabody Energy wants to build near Central
City. ‘

"Il be talking to him about it, and he'll talk to me about it," Yonts said, noting he has
seen no details about what Patton plans to propose.

The same goes for Vic Svec, public relations vice president at Peabody's St. Louis
headquarters.

“It's a little speculative at this point,” Svec said Friday moming. "Peabody has seen
nothing the state has discussed that we are actively opposing.”

Siting regulation would look at the impact a merchant power plant, which sells the
electricity it produces on the wholesale market, would have on the environment and
its locale.

One suggestion is the creation of a seven-member siting committee.

Such a committee would likely include three members from the Public Service
Commission, said Annette Dupont-Ewing, the director of Patton's Energy Policy
Advisory Board. ' '

She said it also would include one each from the state Economic Development and
Natural Resources and Environmental Protection cabinets, plus two local
representatives.

The local members would rotate and be chosen based on the proposed plant site,
Dupont-Ewing said. The board suggested a siting committee and other ideas during
a Dec. 20 meeting with Patton.

The advisory board also suggested extending Patton's moratorium on power plant
applications after two dozen applications were submitted last year. Patton issued
the moratorium in June and extended it in mid-December to this Friday.

That freeze was done to study the environmental and logistical impacts, as well as
the impact on the state's relatively small electricity transmission grid, said Rusty
Cheuvront, Patton's press secretary.

"We had never been faced with a collective number being built," Cheuvront said.

../story?Storyld=CpdFz0aict1 CTuedxrviTueXbtLrt&Print=1 &FQ=v¥%25kridderand-+p%25kr01/07/2002
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"We're still working on draft legislation,” DuPont-Ewing said, declining to go into
specifics.

Terry Sebastian, Patton's deputy press secretary, would not go into details, either.

"Where things stand right now, the govemor is looking at the board's
recommendations,” Sebastian said. "He will make a determination from those."

Opponents of siting regulation said that most of the proposed plants would use less-
polluting natural gas and operate only during peak demand times. All of the plants
would bring jobs and indirect economic benefits to area communities, they say.

Opponents also say regulation would slow Kentucky's ability to compete in the high-
demand world of supplying electricity and the opportunities to develop better
technology to help bumn coal cleaner.

Svec said some of the electricity produced by Thoroughbred and similar plants
could be used here or in surrounding states. He likened the state's selling of its
resources to farming. '

"It's a good place to raise crops; it's a good place to mine coal," Svec said.

Those favoring siting regulation say the electricity would not benefit the state from
which the materials -- coal or natural gas -are gathered, and the cost of upgrading
the transmitting system to handie the higher output would fall on Kentuckians.

Proponents also say most local governments have neither the manpower to
determine what sites are suitable nor zoning laws that could keep plants from
locating near residential areas.

Yonts, who anticipates Patton extending the principles of his Smart Growth Task
Force, compared the siting issue to that of large-scale hog and chicken operations.

"l don't think we need chicken houses near residential areas," he said. "We've got a
hodge-podge of development across the state."

But the state is usually reluctant to tell counties how to regulate development, Yonts
added.

"People get mighty upset when they're told what they can or cannot do with their
property," he said.

Yonts thinks Patton will follow a philosophy that led him to create the Smart Growth
Task Force.

"It's sort of an issue of 'Where is the best place to put it?' * he said.

To see more of the Messenger-Inquirer, or to subscribe to the newspaper, go to
hitp://www.messenger-inquirer.com

(c) 2002, Messenger-Inquirer, Owensboro, Ky. Distributed by Knight Ridder/Tribune
Business News. BTU,
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Kentucky OKs permit, bringing Muhlenberg plant a step closer
By Bill Wolfe

The Courier-Journal

Peabody Energy's proposed $1.5 billion coal-fired generating plant in Muhlenberg County has
taken a step toward reality with state approval of a draft permit for the Thoroughbred Energy
Campus.

The St. Louis energy company wants to build a power plant next to a coal mine. It would
generate 1,500 megawatts a year for sale on the nation's power markets.

The draft permit for Thoroughbred includes modifications to Peabody's original application,
such as more pollution-control equipment. The permit is available for review at the
Muhlenberg County Courthouse and with the state, said Diana Andrews of the state Division
for Air Quality in the Natural Resources and Environmental Protection Cabinet.

The draft is "an important step and another rung in the ladder of . .. a fairly long process," Vic
Svec, vice president of external affairs for Peabody Energy, said yesterday.

The company hopes to receive final approval and begin construction by midyear. The plant
would begin operating in 2005 or 2006, Svec said.

The proposal is in the public-comment period, which will end Feb. 12 with a public hearing
scheduled for 6:30 p.m. CST at the Muhlenberg County Career Advancement Center.

The state can issue its final draft permit 60 days later. The U.S. Environmental Protection
Agency then has 45 days to raise any objections.

The plant, which would create 400 to 500 full-time jobs, has won support from local leaders.
Concerns have been raised about how the plant's emissions would affect visibility at Mammoth
Cave National Park, 60 miles to the east.

Bob Carson, air resources specialist at the park, has said preliminary information indicates
emissions would reduce visibility at the park by more than 5 percent on 49 days each year.

Gov. Paul Patton had imposed a six-month moratorium on new airquality permits to give his
energy policy board and the Public Service Commission time to study if plants such as the one
planned by Peabody would affect existing electric systems. The company filed its initial
application before the start of the moratorium. .

The public can comment on the plan at the Feb. 12 hearing or by writing to the state. Letters
can be sent to John Lyons, director, Division for Air Quality, 803 Schenkel Lane, Frankfort,
Ky. 40601, E-mail: john.lyons@mail state.ky.us.

http://courier-journal.com/business/news2002/01/05/bu010502s132556.htm | 01/07/2002
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Peabody Energy Receives Pre-Approval
For Thoroughbred Energy Campus Air Quality Permit

—

SOURCE: Peabody Energy

ST. LOUIS, Jan. 4 /PRNewswire/ -- Peabody Energy (NY SE: BTU - news) today announced that it
has received pre-approval for the air quality permit from the Commonwealth of Kentucky regarding a
proposed coal-based electricity generation project in Western Kentucky.

This project, the Thoroughbred Energy Campus, would be located near Central City in Muhlenberg
County. The proposed project would consist of a 6 million ton-per-year underground coal mine that
would fuel a 1,500 megawatt generating plant sited on approximately 4,500 acres of property
controlled by Peabody.

The generating station is being designed to be the cleanest major coal-based power plant east of the
Mississippi River. If successfully completed, the Thoroughbred Energy Campus would provide low-
cost, low-emissions electricity for up to 1.5 million families.

““We're pleased to reach another milestone in our efforts to make Thoroughbred a reality," said
Peabody Energy Executive Vice President for Corporate Development Roger B. Walcott Jr. “"We
look forward to continuing to work with Kentucky to move the project forward and enable its
economy and people to continue to enjoy the security of energy that is reliable, low in costs and low

in emissions."
Peabody is engaged in discussions with several prospective partners regarding the scope and structure
of the project. Peabody intends to manage project permitting and mine operations, and is seeking a

. partner that would manage generating plant operations and power marketing.

Peabody Energy is the world's largest private-sector coal company. Its coal products fuel more than 9
percent of all U.S. electricity generation and 2.5 percent of worldwide electricity generation.

SOURCE: Peabody Energy

httn://biz.vahoo.com/prews/020104/cgf026_1 html | 01/04/2002
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Peabody gets pre-approval for Western
Kentucky power station

St. Louis-based Peabody Energy has received pre-approval from the Commonwealth of Kentucky for an
air quality permit for a proposed coal-based electricity generation project in Western Kentucky,
according to a news release.

The company's proposed Thoroughbred Energy Campus would be located near Central City in
Muhlenberg County and would consist of a 6-million-ton-per-year underground coal mine and a 1,500-
megawatt generating plant on about 4,500 acres. The generating station would provide electricity for up
to 1.5 million homes, the release said. '

"We're pleased to reach another milestone in our efforts to make Thoroughbred a reality," Roger B.
Walcott Jr., Peabody's executive vice president for corporate development, said in the release. "We look
forward to continuing to work with Kentucky to move the project forward and enable its economy and
people to continue to enjoy the security of energy that is reliable, low in costs and low in emissions."

In October, the company filed for a permit in Illinois to build a similar power station that it said will
create 400 to 500 permanent jobs and bring $40 million to $60 million in annual economic benefits to
the region. : .

Peabody Energy is a private-sector company that produces coal and electricity.

¥4, Copyright 2002 American City Business Journals Inc.
4 .. Click for permission to reprint (PRC# 1.1636.529067)

All contents of this site © American City Business Journals Inc. All rights reserved.

http://louisville.bcentral.com/louisville/stories/2001/12/31/daily30 .h’nrﬂ?t-:prihtable 01/07/2002
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PEABODY ENERGY RECEIVES PRE-APPROVAL

FOR THOROUGHBRED ENERGY CAMPUS AIR QUALITY PERMIT

ST. LOUIS, Jan. 4 — Peabody Energy (NYSE: BTU) today announced that it has received pfe-
approval for the air quality permit from the Commonwealth of Kentucky regarding a proposed
coal-based electricity generation project in Western Kentucky.

This project, the Thoroughbred Energy Campus, would be located near Central City in

- Muhlenberg County. The proposed project would consist of a 6 million ton-per-year
underground coal mine that would fuel a 1,500 megawatt generating plant sited on
approximately 4,500 acres of property controlled By Peabody.

The generating station is being designed to be the cleanest major coal-based power
plant east of the Mississippi River. 1f successfully completed, the Thoroughbred Energy
Campus would provide low-cost, low-emissions electricity for up to 1.5 million families.

“We're pleased to reach another milestone in our efforts to make Thoroughbred a
reality,” said Peabody Energy Executive Vice President for Corporate Development Roger B.
Walcott Jr. “We look forward to continuing to work with Kentucky to move the project forward
and enable its economy and people to continue to enjoy the security of energy that is reliable,
low in costs and low in emissions.”

Peabody is engaged in discussions with several prospective partners regarding the
scope and structure of the project. Peabody intends to manage project permitting and mine
operations, and is seeking a partner that would manage generating plant operations and power
marketing. ' _

Peabody Energy is the world’s largest private-sector coal company. lts coal products
fuel more than 9 percent of all U.S. electricity generation and 2.5 percent of worldwide
electricity generation. '

-30-



January 3,
2002



Pre-approval of Muhlenberg
- power plant issued by state

For Immedinte Relegse
1-3-2002

FRANKFORT — The Kentucky Natural Resources and Environmental Pratection Cabinet

hes pre-approved the air quality permit for construction of Thoroughbred Gruerating’s

proposed coal-fired power plant in Muhlenberg County. Governor Paul Pattan, Rep.

Brent Yonts and Sen, Dick Adsms joined with the state Namral Resources and
" Environmental Protection Cabinet in announcing the preapproval.

The water and waste permit should be approved soon, said Yents, adding that the air

permit was the “toughest issue to;resolve.” _
! .'5,; .fr":.'. '|:=.' .

_Yonts, D-Greenville, and-Adams, ﬁMndisonﬁlle, hope for final approval of the 1,500
megawart plant to be granted ‘after a'public comment period, which lasts about 30 days.
The state has 6 days following the public comment period to review the comments, if
any. before issuing final appraval. Conswuction should hopefully be underway by
surnmer of 2002, said Yoncs. )

The project, expedited by the national energy cisis and increased emphasis on coal, was
made possible when the Kentucky House of Representatives passed a bill that gives tax
credits to power plants that burn Kentucky coal and 1o companies that build power plamts
in Xentucky. Yonts co-sponsored the legislation, which is uow law, in the 2000 General
Assembly. and Gav. Patton and Adams supported the bills, .

|

. | ’ .
The project has been delayed for months as state environmental officials grappled with
possible effects the plant would have on air quality. The delay was not caused by a
moratorium un new powet plant construction ordered by Governor Paul Patton earlier

this year.

11 l ‘
Yonts said the project was put on. a fast wack dus to cooperation and support from
Peabody Fnergy, Sen. Adams, other stats Jeaders and the cabinel secretaries and deputy

secretarics.
(MORE)

‘ Cmct Scott ?a 2-

e



“{ am very pleased thal my request for a more expeditious-permit approval process has
been granted, and 1 will continue 1o work with the Govemar, Sen. Adams aad others tw
move this importam project along,” said Yonts.

“Thoroughbred Generating's plan to build a 1.500 megawan coal-fired plant in the county
was 3 welcome announcement since the new plant will mean 2 boost to the county's goal
industry and will create new jobs,"” said Adams. “This is good news for us all.”

Citizens have 30 days after pre-approval of the air permit-for the project to shure their
comments .-or concems with the projest with the state Natural Resourses and
EnvironmehiE Protection Cabinet. -

The total cost to build the plam will be epproximately §2 ﬁ‘;!_ali'on-, .according to Pesbody
Energy.

The projest will bring hundreds of jobs to Muhlenberg County during plant construction
end plant operation. By 2004, approximately 2,000 constuction workers will be
cmployed to work on the project, company officials said. By late 2005 or carly 2006,
company officials expect nearly 400 people 1o be duectly cmployed through the plant and
mining cperatons.

Anticipated Jowered air cmissions from the planned installation of 8 ncw scrubber at the
Paradisc plan may hsve removed some objections state officials had to the propused
Thoroughbred Generating plant, said Yonts. State permiting for the plant had been
dclayed by government sgencies that feared 1t could irreparably herm the environment,
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New energy plants offer needed power and jobs
By James W. Kasey

It is important for consumers to understand the existing electric generation, transmission and distribution system so
that they have a context to evaluate alternative energy policies and the changes that are being proposed. The Herald- -

Leader's series is a good start, but a number of trends that the articles did not report should concern electric
customers.

The first is the trend toward lower generation reserve levels. Reserves are the amount of generation capacity that is
greater than the peak needs of customers. It is available generation reserves that help make our electric system so
reliable. Generating plants experience unexpected breakdowns, just like most other types of mechanical equipment.
If additional generation is available when breakdowns occur, the lights stay on. If it is not, they don't. Average
generating reserves in the United States were 33 percent in 1982, 25 percent in 1990 and 15 percent in 2000. It takes
about 6 percent reserves to reliably keep the lights on. In California during the summer of 2000, reserve levels
dipped to about 4.5 percent, and the lights did not stay on reliably. As California found out the hard way, we have to
maintain adequate reserves if we want reliable power.

The second trend is that our electric generating plants are getting older. Much of the generating capacity in
Kentucky was built during the 1960s and '70s. Even with proper maintenance, these plants are nearing the point
when decisions must be made to either refurbish or retire them, the cost of which will be passed on to ratepayers and
result in price increases. It is often more expensive to refurbish and retrofit an old plant than to build a new plant.

A report by the Department of Energy, **Annual Energy Outlook 2001," states that although growth in electricity
demand from 1999 to 2020 is projected to be slower than in the past, 393 billion kilowatts of new generating
capacity will be needed by 2020 to meet growing demand and to replace retiring units. Assuming an average plant
capacity of 300,000 kilowatts, 1,310 new generating plants will be needed nationwide by 2020.

In this context, the number of new generating plants being proposed for Kentucky (24) does not look that high. It
takes about five years to build a coal plant and about two years to build a natural gas plant. With the time that it
takes to plan, permit and construct these units, it is a good idea to start early to keep ahead of our energy needs.

Private investment will pay for these new plants, which will be built based on the best available technology and have
lower emissions than the older plants now in operation. '

The third trend is toward wider geographic management of the transmission grid through regional transmission
organizations. These RTOs will assure that planning the transmission system, scheduling transactions and
calculating available transmission capacity for additional transactions will be done on a broad regional level rather
than at individual utilities.

Many of the problems regarding transmission noted by East Kentucky Power Cooperative Vice President Paul
Atchison in the Dec. 17 article result from what is known as parallel flows, which are unscheduled uses of a utility's
transmission system that result from transactions scheduled on another utility's lines.

Kirchoff's Law says that electricity follows the path of least resistance, so even though a transaction may be
scheduled over another utility's lines, some of the flow may occur on your system.

Paralle] flows can be analyzed and addressed on a broader regional basis so that these problems can be avoided.
Also, as Atchison noted, when the grid is overloaded, it may separate into islands.

An island is created when certain parts of the transmission separate from the rest of the grid and no power can be
imported or exported to or from the affected area or island.



If an island develops and there is not sufficient generation within the island, a blackout may occur.
If, however, there is generation within the island, this may avoid the island effect.
The people closest to the generating source will receive the power on the island.

Transmission lines need reactive power supplied to them to induce a magnetic field on the line that enables
transmission of electricity to occur.

The new generators that are being built around the state can help to supply this reactive power, to enhance the
 capability of the grid to transmit power and to provide voltage support.

These additional details should help explain some of the positive attributes new generating plants will bring to
Kentucky. These new plants will provide construction jobs, permanent operating jobs and additional tax revenue to
gentucky and will help to attract industries that require high-quality, reliable and affordable power.

James W. Kasey owns a energy consulting firm and is a retired LG&E executive.

At issue

Dec. 16, 17 and 18 Herald-Leader series by John Stamper and Andy Mead, “Power struggle: The costs of
Kentucky's latest growth industry”
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Ky. House OKs
Plant Siting Bill

A bill to regulate the siting of new electric generating
plants and transmission lines passed the Kentucky state
House this week. But an amendment extending the state’s

moratorium on new applications for
coal-fired power plants failed to garner
enough votes. The bill now moves to
the state Senate for consideration,
where it is likely to pass.

If the bill passes, any new projects
would not only have to be approved
by the Kentucky Public Service
Commission, but would also have to
go through a new, seven-person °
“siting board” that would judge the
appropriateness of the proposed plant's
location (CD 2/15/02; 2/11/02).

The House also approved an
amendment to the original bill that
would require the siting board to “give
favorable consideration” to projects
that would wutilize clean coal
technology. )

But an amendment that would
have extended a state moratorium on
new permits for electric generating
facilities through June 21, 2003, was
defeated. '
~ State Gov. Paul Patton froze new
plant applications after complaints
from regulatory agencies about an .
increase in volume in permit requests
(CD 6/21/01; 6/19/01). That freeze :
was later extended to July 2002, -

Patton is unlikely to extend the °
moratorium again,  a Natural
Resources and Environmental
Protection Cabinet source indicated
yesterday. The purpose of extending
the moratorium through summer 2002
was to give state lawmakers time to
write new laws to regulate the state’s
burgeoning energy export industry (CD
12/24/01).
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CONSULTANT FORESEES REVENUESHORTFALL UNLESS STATE ALTERS TAX STRUCTURE

By Tom Loftus

tloftus@courier-journal.com
The Courier-Journal

FRANKFORT, Ky. -- State revenues will fall billions of dollars short of meeting Kentucky's needs, including
education, by the end of the decade unless tax changes allow revenue to grow with the economy.

That was the main conclusion yesterday of a consultant hired by the legislature a year ago to study the tax system.

"Revenue growth in Kentucky has slowed dramatically over the past six years," wrote William Fox, a University of
Tennessee economist.

Without changes, Kentuckians will see "a huge decline in the Commonwealth's ability to finance education and
infrastructure," Fox predicted.

His report comes as lawmakers are more than halfway through a session dominated by the constraints of a tight
budget. But in an election year, passage of tax reform is considered doubtful.

Still, Rep. Harry Moberly, chairman of the House budget committee, said he will file a bill this week that
incorporates several modest options that Fox suggested.

Democratic Gov. Paul Patton and Republican Senate President David Williams said yesterday that they are open to
changes in the tax code. -

Moberly called Fox's conclusion "scary."

"If we don't do something to stop the natural erosion of our revenue base," he said, "we will not be able to continue
to finance public education at its current level -- and many other needed services."

But Moberly said that it would not be "politically feasible" to adopt some of the major options that Fox listed. These
include extending the sales tax to cover a broad range of services, or restoring the income tax to pension income.

But a bill that raises some taxes while lowering others and is "revenue neutral” could be adopted in the short term,
Moberly said.

He said these include applying all corporation taxes to businesses that now avoid some taxes as "limited liability
companies;" revising a 1979 law that limits revenue growth from the property tax; and replacing state and local
telecommunications taxes with a single rate that would for the first time tax satellite television.

Moberly said the single tax rate needed on telecommunications services would be set between 7 percent and 7.5
percent to replace revenues from the existing taxes.

He said he also is considering a bill to tax the electricity sold by "merchant" power plants that export electficity to
other states. And he said that while there is formidable resistance to raising Kentucky's 3-cents-apack cigarette tax,
lawmakers might be more open to applying a comparable tax to cigars and smokeless tobacco, currently untaxed.

Some combination of those measures could be offset by a cut in the unpopular property tax on vehicles, Moberly
said. '



Published Thursday, February 28, 2002 in the Lexington Herald-Leader

LAWMAKER TO SEEK FLAT TELECOM TAX RATE
Moberly also weighs changing other levies

By Jack Brammer
HERALD-LEADER FRANKFORT BUREAU

FRANKFORT - The state House budget chairman plans to file a bill to replace the various taxes set by state and
local governments on telecommunications with a flat state rate, probably between 7 percent and 7.5 percent.

Rep. Harry Moberly, D-Richmond, said yesterday that he also might sponsor legislation that would place the state's
6 percent sales tax on some services and tax Kentucky-produced electricity that is shipped out of state.

Moberly's comments came after the legislature's special panel studying the state's tax system received a report from
its consultant, William F. Fox, an economics professor at the University of Tennessee.

Fox said his yearlong study shows that Kentucky's tax system is not growing with the economy. He said it was
designed for the 1940s and '50s, not the 21st century.

A continuation of slow revenue growth could mean "a huge decline in the commonwealth's ability to finance
education and infrastructure investments in its future,” Fox's report said.

"By 2010, revenues would be more than $2.3 billion short of the demand for public services."

Fox said Kentucky legislators have three options: Cut state government, raise tax rates or fix the tax system so it
grows with the economy. He said the last one "makes the most sense."

Fox presented 20 possible steps to accomplish that, including taxing all tobacco products and not just cigarettes;
raising the excise tax on beer, wine and distilled spirits; and extending the sales tax to selected services, including
rental cars and recreational activities such as golf and bowling.

Even though today is the 36th day of the 60-day legislative session, there is time to approve tax changes.

The Republican-controlled Senate has been leery of approving any tax increase. Its leaders, however, say they are
willing to discuss "revenue-neutral” proposals.

Moberly said his proposal probably will include a change in the way telecommunications services are taxed in
Kentucky. .

1t would be designed, he said, to simplify the state's current system of taxing telecommunications, under which
school districts and local governments set a multitude of different tax rates on telephone, cable television and some
other services, while exempting some related items such as satellite television.

Moberly said he is considering a flat state tax on telecommunications, with some proceeds returned to schools and

other local governments that also collect the tax. The rate probably would be between 7 percent and 7.5 percent, he
said. »

Senate Majority Leader Dan Kelly, R-Springfield, said he favors a flat tax on telecommunications, but that he has
been told by industry officials that the rate could be less than 7 percent.

Other proposals he is considering, Moberly said, include changing the way state property tax rates are calculated or

freezing the real property tax rate now at 13.4 cents per $100 valuation. He also mentioned taxing electricity
produced in Kentucky and shipped out of state.



Moberly also said the Fox study underscores the need for "alternative sources of revenue" such as expanded
gambling, A bill was filed this week at the horse industry's urging to allow slot machines at eight racetracks to raise
money for the state and the tracks.

Senate budget chairman Richie Sanders, R-Franklin, said he was willing to work with Moberly on possible tax
changes but that Senate leadership "will have to weigh in."

Senate President David Williams said he wants a tax structure that keeps up with the economy, but he did not want
tax reform to be an excuse to approve large amounts of additional revenue.

"'m willing to enter into a hard discussion on this issue," said Williams, R-Burkesville.
Gov. Paul Patton, who unsuccessfully pushed in the 2000 General Assembly some of the steps the Fox study

mentioned, said yesterday that Kentucky "needs to adjust its taxes and make them more fair and make them grow as
our economy grows."

He said a tax on services is hard to implement and that he did not know whether the legislature would be willing to
accept a comprehensive telecommunications tax.

"It's good that the debate is starting," Patton said. "As always, we will be willing to take part in those discussions."

Reach Jack Brammer at (859) 231-1302 or ibrammer@herald-leader.com.
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AIR QUALITY REPORT FOR PLANT DRAWS COMPLAINT

By MARK WILSON
Courier & Press staff writer 464-7417 or mwilson@evansville.net

Evansville-based environmental group Valley Watch is charging that Kentucky has failed to make public a new air
quality analysis for Peabody Energy's proposed Thoroughbred generation station in Muhlenberg County.

The analysis was completed after the state issued the draft pollution permit for the proposed generating station.

"To our knowledge, this new, extremely important data is not currently available to the public and certainly was not
available to the public when the draft permit was issued for public comment," wrote John Blair, Valley Watch
president. Valley Watch filed its comment on the permit Tuesday, accusing the state's Division of Air Quality with .
using "shoddy procedure" on the permit and asking that the permit be shelved until problems noted by the group and
other objectors can be fixed. "The draft and the procedure used seriously make us wonder if we are living in a period
where political connections take precedence over the law," Blair wrote.

Valley Watch also is asking the Division of Air Quality to reopen the permit to public comment after giving time for
opponents to conduct their own air quality analysis. "We certainly have the expertise to be able to do something like
that," Blair said Tuesday. Peabody contends the 1,500-megawatt plant will be the cleanest of its size east of the
Mississippi River, with sulfur dioxide

and nitrogen oxide pollution 82 percent lower than the average emission rates for coal-fired power plants in
Kentucky. However, the Indiana Department of Environmental Management, in its own comments on the permit,
has questioned whether Peabody's conventional pulverized coal-burning plant is the best available technology
available despite the pollution controls proposed for it.

With more than 6,000 tons per year of potential nitrogen oxide emissions from Thoroughbred, Indiana officials
question whether the power plant will cause ozone problems in Indiana. A December 2001 study by Kentucky
indicated ozone levels in Henderson and Daviess counties, across the Ohio River from Indiana, will increase.

The Valley Watch comments note that federal rules require an ozone analysis to be done when emissions of volatile

organic chemicals (VOCs) are to exceed 40 tons per year. VOC emissions for the proposed Peabody plant are
estimated to be 509 tons per year.

Another question raised by Valley Watch is Kentucky's use of weather information from Nashville, Tenn., and
Paducah, Ky., for its air quality analysis when information from Evansville or Owensboro, Ky., is available.
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Air quality report for plant draws complaint

By MARK WILSON Courier & Press staff writer 464~-7417 or mwllsan@evansvilie.net

Evansville-based environmental group Valley Watch is charging that Kentucky has failed to make public a new
alr quality analysls for Peabody Energy's proposed Thoroughbred generation station in Muhlenberg County.

The analysis was completed after the state Issued the draft pollution permit for the proposed generating
station. ' '

"To our knowledge, this new, extremely important data Is nat currently available to the public and certainly
was not avallable to the public when the draft permit was issued for public comment," wrote John Blalr, Valley
Watch president. Valley Watch filed its comment on the permit Tuesday, accusing the state's Division of Air
Quality with using "shoddy procedure” on the permit and asking that the permit be shelved until problems

" noted by the group and other objectors can be fixed. "The draft and the procedure used serlously make us
wonder- if we are living In a period where political connections take precedence over the law," Blair wrote.

Valley Watch also is asking the Division of Air Quality to reopen the parmit to public comment after giving
time for opponents to conduct thelr own air quallty analysls. "We certalnly have the expertise to be able to do
something like that,” Blair said Tuesday. Peabody contends the 1,500-megawatt plant will be the cleanest of
its size east of the Mississippi River, with sulfur diexide

and nitrogen oxide pollution 82 percent jower than the average emisslon The analysis was compieted
rates for coal-fired power plants in Kentucky. However, the Indiana

after Kentucky issued a draft
Department of Environmental Management, In Its own comments on the ollution permit ~
permit, has questloned whether Peabody's conventional pulverized coal- P P :

burning plant is the best avallable technology available desplte the poliution
controls proposed for it.

with more than 6,000 tons per year of potential nitrogen oxide emissions from Thoroughbred, Indlana officlals
question whether the power plant will cause ozone problems in Indiana. A December 2001 study by Kentucky
indicated ozone levels in Henderson and Daviess counties, across the Ohlo River from Indiana, will Increase,

The Valley Watch comments note that federal rules require an ozone analysis to be done when emissions of

volatile organic chemicals (VOCs) are to exceed 40 tons per year. VOC emissions for the proposed Peabody
plant are estimated to be 509 tons per year. ' ’

Ancther question raised by Valley Watch is Kentucky's use of weather information from Nashvilie, Tenn., and
Paducah, Ky., for its air quallty analysis when Information from Evansville or Owensboro, Ky., is available.
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EFFICIENT COAL BURNERS WOULD BE FAVORED

Herald-Leader staff report

FRANKFORT — Power plants that use Kentucky coal efficiently might be favored when the state divides
allocations that allow a plant to release a key air poliutant.

House Bill 408 would set aside some nitrogen oxides allowances to plants that burn coal using net technology that
produces less nitrogen oxides, or nox.

State Rep. Jim Gooch, the bill’s sponsor, said yesterday that the bill is likely to be amended to encourage plants to
use coal mined in Kentucky.

Gooch is chairman of the House Natural Resources and Environment Committee, which heard more testimony about
the bill yesterday.

The Patton administration has proposed giving 95 percent of the state’s nox allowances to existing plants, and
auctioning the other 5 percent to the more than two dozen new plants proposed during the last few years.

HB 408 would give 82 percent of the allowances to existing plants and 8 percent to new plants. The remaining 10
percent would be distributed based on the efficiency of the plant.

An allowance is permission to emit 1 ton per summer of nox, a key ingredient in smog.

Michael L. McInnis, whose company, The Erora Group, wants to build a plant in Henderson County, said he would
like to see efficient plants get a larger share.

The company’s 1,000-megawatt Cash Creek Generation plant would need the entire allotment of allowances set
aside for new plants, or would have to buy allowances from other states.

The committee earlier heard from an LG&E Energy official who said the bill would cost Kentucky’s electricity
customers more. That’s because it would force existing plants to add more pollution controls, passing the costs on to
their customers. Those plants already have installed equipment to reduce Nox emissions to meet new federal
guidelines to take effect in 2004.

The committee also heard more yesterday about House Bill 496, which would require state environmental regulators
to give companies found polluting ground, water or air a warning before facing a fine.

The bill has been amended in several ways — the requirement for a 45-day waiting period, for instance, is gone.
Business organizations support it, but state regulators and environmental advocates still find it lacking.

"From the standpoint of people who expect laws to be enforced when there is a violation, any delay is too long," said
Tom FitzGerald of the Kentucky Resources Council, who has labeled the bill as the session’s worst.
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News Stream, 2/26/02

KENTUCKY HOUSE APPROVES BILL TO REGULATE POWER PLANT SITES

FRANKFORT, KY. - - - The Kentucky House of Delegates approved a bill yesterday to regulate where
new power plants are built in the state.

The measure was approved after delegates rejected an amendment to exclude new plants built by
existing utilities.

The legislation was prompted by a rash of plans for new power plants in the state, most of them
proposed by _would-be operators of "merchant” plants. Such plants sell electricity on the national market,
rather tl:nan directly to household consumers.

Thg bill, which passed 84-14, is expected to run into problems in the Senate.

In its present form, the bill would create a siting board including the PSC, two representatives from the

arearitn\)/olved and the secretaries of economic development and natural resources. (Combined news
reports : .

SHERIDAN RESIDENTS FIGHT NEW POWER PLANT

SHERIDAN, WYO - - Some 100 Sheridan residents packed a public hearing to oppose plans for a
Buffalo Power Co. coal-bed-methane powered generating plant planned four miles southeast of the
community. -

The $120 million coal-bed-methane-powered generating plant would generate about 135 megawatts of
electricity. S :

Residents complained to regulators that the company was less than forthright with them when they
announced in January the company switched its proposed site to the Sheridan area from the Arvada area.

Jillian Malone, an organizer for Powder River Basin Resource Council, said developers inadequately
researched how the power will be transported and emissions handied. '

Anocther hearing on the power plant is set March 21 before the state Industrial Siting Council.
(Combined news reports) ' :
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GENERAL ASSEMBLY
House
passes bill

to regulate

new power
P

By@)y Campbeli
Messenger-Inquirer :

FRANKFORT — A new state
board with two local representa-
tives would regulate Kentucky’s
new electric power plants under a
bill that passed the House on Mon-
day on an 84-14.vote. House Bill 540
now goes to the Senate for consid-
eration. )

The bill would apply to new mer-
chant power plants that generate
electricity and sell it out of state and

- to Kentucky's utility plarits.” .

“There’s been a tremendous

amount of misinformation by the
utilities,” said the bill’s. sponsor,
Rep. Jon Draud, a Republican from
Crestview Hills. “Any reasonable
proposal in this state will be built.”

The proposed siting board.could.

ensure that local people have input
on where power plants are located,
he said. - , S
All of the local delegation. voted
- for final passage of the bill except
Rep. Dwight Butler, a Republican
from Harned. '
~ “The bill would have been better
“with the amendment to take out the
Jregulated utilities,” Butler said:
Y»When that was defeated, I thought

kif I was unsure, I would be better to -

dyote no .... The bill was going to
{pass anyway:” :

Y The legislation would create a
panel of members of the Public Ser-
vice Commission, secretaries-of the

AN,

Economic Development and Natur-
al Resources and Environmental
Protection cabinets and two citizens
from the community where the
plant is proposed. The panel could
be recommend against approval of
the power plant. ‘

In Draud’s district, a merchant

power plant has been proposed on
a site within 600 feet of a nursing
home and library and similarly
close to residences. ’

With help from colleagues,
Drdud fended off an amendment
that would have exempted Ken-
tucky’s utilities. : -

"““There’s practically no local
involvement currently,” Draud said.
“And there’s practically no added
costs for regulated utilities .... As
representatives we have a strong
responsibility to represent the pub-
lic’s interests.” -

The ameéndment’s sponsor, Rep.
Stan Lee, a Republican from Lexing-
-ton, said the state’s existing utilities
already have a regulatory process
‘that is working, and the state’s low

 utility rates are proof. '

.. “In hearings we’ve had, the PSC
- ((Public Service Commission) admit-
:ted it has the authority to regulate
* atfilities,” Lee said. “This would take

- the regulated utilities out of the new -

- process .... | believe this strays
. from the intent of the bill.”

1~ Rep. Brian Crall, an Owensboro
- Republican, voted for Lee’s amend-

. ment. -
“My understanding was that it

* kept regulatory utilities out of the

% -siting board, and if they drifted into

--a merchant utility, then they would -

=fall under the board,” Crall said.
. “Rather than subject the regulated
Z-_;p,lants to another layer, I voted for

3t

+* Lee’s amenidrment was lost on a
- <ti€ vote, and an attempt to have it
b :reca]led also was defeated.

. City utilities such as Owensboro
Municipal Utilities would be exempt
from the new board’s purview as a
result of another floor amendment
sponsored by Rep. Gross Lindsey, a
Democrat from Henderson.

Crall said he had heard from
OMU officials on the issue.

*_“They supported Rep. Lindsey’s
bill to exempt municipal utilities and
said if that amendment was in the
blué j;hey supported it as well,” Crall
gaid:

Butler said.he had heard from
the local rural electric cooperative,
which supported the amendment.

The House also defeated an
amendment that would extend the
moratorium on new power plants
imposed by Gov. Paul Patton last
year. Patton created the moratorium -
after nearly 30, mostly merchant,
plants were proposed. .

“That would have put a moratori-
um .on our plant in Muhlenberg
County until 2003, said Rep. Brent -
Yonts, a Greenville Democrat. “If we -
continue the moratorium, it would :
.be devastating to our region;. that -

plant will have a multi-billion dollar
impact on all of Kentucky”

"~ Pgabody Energy announced a
year ago that it planned to build a
1,500 megawatt-capacity merchant
power plant on the Green River
near Central City. ‘

“We received pre-approval Jan. 3
and held a public hearing two
weeks ago in which several hun-
dred people attended,” Yonts said.
“Permits for the wadste and water
will be coming oiit soon ..,. This
facility will be an economic stimulus
for all of Kentucky, particularly for
Muhlenberg County, for the next
100 years.”

Lindsay, in a raised voice, urged
defeat of the amendment to contin- .
ue the moratorium. -

“I don't want the state of Ken-

tucky to be the smokestack for the
United States,” Lindsay said. ]

Rep. Mark Treesh, a Philpot
Republican, said he voted for the
bill ultimately because it's some-
thing that's needed.

Rep. Jim Gooch, a Providence
Democrat, said he could vote for the
measure because-there are prefer-
.ences for plants that use clean coal
technology and it doesn’t exempt
Kentucky’s utilities. However, he is
not a big proponent. :

“The bill will provide some local
input, but we already had that,”
Gooch said. “I just hope it is not an
impediment for a company to build
anew plant.”

Joy Campbell, 691-7288,
jcampbeli@messenger-inquirer.com  «
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Peabody rules in N.M., BHP eyes |ongwal|'

& Midway Coal Mining’s Ancho

mine (CO 2/18), Peabody Energy is
rapidly becoming the dominant supplier
in New Mexico. »

Peabody has the existing Lee Ranch
mine and has plans for the new South
Hospah mine next door. It already has the
state-issued air permit for the South Hospah
mine and plans to apply for the mine per-
mit in March, said a state official. The mine
permit should take less than a year to issue.

South Hospah, which has an existing
rail spur leading to it off the Lee Ranch spur,
has targeted production of 5-6 million tons/
yr, about what Lee Ranch produces. Both
mines would run simultaneously, giving
Peabody over 10 million tons/yr of output
from these two operations. Peabody is also
trying to develop a 300-MW power plant at
South Hospah (CO 2/11).

With Ancho about to shut, P&M’s
McKinley mine to shut later this decade
and continuing delays in developing the
Salt River Project’s Fence Lake mine, Lee
Ranch and South Hospah are becoming
the only games in town for New Mexico
coal. Fence Lake, if developed, would not
ship to the open market. But if SRP can’t
build the mine, it will be forced into the
open market for new coal. One option, of
course, is to go out of state for Colorado or

With the imminent closure of Pittsburg

Powder River Basin coals.

Peabody also has an eye on develop-
ing the Star Lake mine, which is miles north
of South Hospah and Lee Ranch. Buit there
is no existing rail access, which is why
Peabody is trying to develop a 500-MW,
mine-mouth power plant to take that coal.

The only other New Mexico mines—
BHP Billiton’s San Juan surface/deep mines
and La Plata surface job-—are captive to
Public Service of New Mexico’s San Juan
power plant. In 2000, BHP started develop-
ment on the new San Juan longwall mine,
designed to replace the depleting San Juan
and La Plata surface jobs with 6.5 million
tons/yr of production. Panel development

at the deep operation has been slow, with .

the longwall still sitting above ground, wait-
ing to be installed, said the state official.

One of the problems has been finding trained -

underground miners in New Mexico.

In the meantime, BHP Billiton plans to
shut the dragline at the San Juan surface job
within 60 days, with regular surface produc-
tion to cease soon afterward, said the state
official. There is about a year’s worth of
highwall miner work that will be done here
on existing highwalls before all production
is shut. La Plata, a truck-and-shovel opera-
tion, is due to shut in early 2003, though
BHP has said it might extend the mine life if
the longwall is still having trouble.

Highland mine begins
producing for LG&E
Besides the Highland Mining deep mine

that it is developing for the Tennessee Val-
ley Authority, Peabody Energy began pro-
.ducing coal in January at a second High-
Jand mine that is supplying LG&E Energy.

The new mine in Henderson County, Ky.,
taps the No. 11 coal seam, according to a

‘Peabody spokesman. The LG&E deal is a:
‘three-year contract that calls for shipments
iof 750,000 tons/yr. Peabody anticipates a.
:production leve! for the mine of about that
figure for the time being, the spokesman said.

The contract is new business for Peabody
and doesn’t involve replacing production
from any other Peabody mine, he said.
The No. 11-seam mine is using two con-
tinuous miners and four shuttle cars to pro-

«duce coal that moves 1o the existing Camp
:No. 9 prep plant. The mine is staffed by 55
.workers. Much of the work force for two mines. .
‘in the Highland complex is from a pool of faid-
‘off workers out of Peabody’s Camp complex..
‘Peabody worked out in January 2000 a spe-:
cial labor contract for those workers with the:
United Mine Workers of America. '

Nearby, Highland has opened another
portal into the No. 9 seam and is looking for-

first production from there late this summer.:

That room-and-pillar mine will supply a 4-
million-ton/yr contract with TVA. The Camp:
No. 1 mine had been supplying No. 9 coal fo-:
TVA but shut a while ago. Another mine,
Camp No. 11, is due to shut in mid 2002.
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itorls
Short-circuiting

Patton has wires crossed on regulating power plants

erhaps the rhetorical haze sur-

rounding Kentucky’s power

plant invasion has blurred
Gov. Paul Patton’s focus. All of a
sudden he's talking as if Ken-
tucky'’s regulated utilities are the
problem, .

In fact, as Patton has often said,
Kentucky's regulated utilities pro-
duce the nation’s cheapest power, -
an attraction for high-paying indus-
tries such as auto making.

The threat to Kentucky’s econo-
my and environment is coming
from unregulated power merchants.

The wholesale power traders
want to use Kentucky’s water, land,
air and transmission lines to pro-
duce and export pow-
er to other states —
power that is not
needed here and may
never be,

Despite publicly d
studying the issue, the
Patton administration
produced a weak bill
that contains few real
standards for protect-
ing Kentuckians from
the risks of power
trading.

Patton’s attitude
seems to be that as
long as nobody can
see a new power plant, |
it doesn’t much matter %
how many of them are ,.iﬂgg
built. His bill relies al- 33
most solely on a siting
board dominated by
gubernatorial appointees to review
power plant applications and on
minimum setbacks for power plants
of 3,000 feet and 2,000 feet, respec-
tively, from neighborhoods or sin-
gle residences.

So far, the merchant power in-
terests have had good success get-
ting exemptions from the setbacks,

For example, in an early draft of
the administration bill, power
plants had to be 2,000 feet from
cemeteries. Then someone realized
a proposed merchant plant is next
to a cemetery, and out went ceme-
teries. &

The House Local GOvernment
Committee added an amendment
waiving the setback requirements

B

!?- i, < "‘

“for good cause shown.” How’s that
for wide open?

Nonetheless, Patton is hot be-
cause the state’s regulated utilities
are trying to get out of the bill. He
criticized them this week at a cham-
ber of commerce breakfast in Lex-

iington.

But it’s perfectly reasonable of
the regulated utilities to resist.
They already must justify the need
and cost of generating expansions
to the Public Service Commission
and obtain a certificate of environ-
mental compatibility. Merchant
power generation undergoes none
of this scrutiny or review,

As Patton himself said in Lex-
ington, the state’s
regulated utilities
have put their
power plants in
1solated areas, If
they change that
practice, local
governments and
regular citizens .
have a longstand-
ing right to con-
test decisions
_about power
plant expansions
and utility rates
to the PSC.

Also, any ad-
ditional costs
from the added
-layer of review
would be passed
on to Kentucky
consumers. The
last thing Kentucky needs is to put.
the regulated investor-owned utili-
ties and rural electric cooperatives

SAlEe
s

" at a competitive disadvantage with

the power merchants. This would
raise electric rates in the state. and
could be one effect of Patton's
power plant bill,

Rep. Stan Lee, R-Lexington, has
filed an amendment that would
make the new review and require-
ments apply only to merchant gen-

_ erators, This would improve the

measure and remove a political ob-
stacle to its passage.

Even with that improvement,
the legislature will need to strength-
en the bill to protect Kentucky's
long-term good.
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Discord envelops Peabody s

power plant plan

ASSOCIATED PRESS 3&36 o
CENTRAL CITY — An energy glant’s plans to

build a 1,500- megawatt coal-fired power plant in-

Muhlenberg ‘County “is .drawing attention outside

the Western Kentucky ‘county’s boundaries.

If approved, St. Louis-based Peabody Energy. :

plant would consume 6 million tons of coal a year

— more than the county has produced since 1989. -

Peabody, as well:as efivironmental regulators
and environmentalists; all ‘agree the plant ¢ould be-
come the model for a new generation of larger
cleaner-burning, coal-fired power plants.

“If there is going to be a new wave of coal- fired
power. plant construction in thrs country, we want
the - precedent established . early- that companies
need to cross their t's and dot their i’s,” said David
McIntosh, staff -attorney w1th ‘the Natural Re-

sources Defense Council, a New York based env1
ronmental ‘group.

Already; envuonmentahsts and some federal
officials have begun to raise a laundry list of con-
cerns about Peabody’s plan, including that its
plant may spread haze across Mammoth Cave Na-

tional Park. -

Locally, there’s v1rtually no opposmon .

“Coal is the heart of Muhlenberg Cotnty,” sa1d
Drakesboro Mayor Richard Neathamer. “People are
thmkmg power plant, and a coal mine along wrth

..People see this as hope. Jobs are important.”

Energy compames have proposed 29 new plants-

for Kentucky since October 1999 — five in the past
‘month alone. -

The Peabody plant, wh1ch Would be called the:

Thoeroughbred, is the largest proposal 1ts t’wm

750- megawatt generatlng “units would produce

enough electr1c1ty to power 1.5 million homes.

Called a merchant plant, it would sell electricity

-on the open market, either to’out-of- state power
providers or Kentucky utilities:

«Local leaders antxcrpate

350 involved ln'

: '»V
ident of external affa:rs for Peabody Energy '
‘In addition to the Natural Resources Defense
Council, critics of the proposal include officials at
Mammoth Cave; the Washington D.C.-based Na-
tional Parks Conservation Association; and Valey

Watch of Evansvﬂle lnd

The U.S. Environmental Pro-
tection Agency alsO\has raised
COnCerns.

At issue is a Clean Air. Act '
mandate that new power plants’

use the “best available control
technology" for reducing emis-

sions that contribute to smog and

cause acid rain. -

But some of the strongest envi-
ronmental concerns inyolve Mam-
moth Cave, whose officials already

_have succeeded in getting the com-

pany to add such controls as
scrubbers and prec1p1tators to re-

. move sulfur and
tiny pieces. of
“'soot and other

fine - pollution
particles.

Park- offi-
cials argue ‘that

" the state has not
‘adequately

studied: all of

the plant’s potential adverse af-
fects, including declining visibili-
ty, said Mark DePoy, chief of sci-

ence and resource management at -

the park.

“Under the 1aw nat10nal parks -
are designated as Class [ airsheds -

and-thus are supposed to have

the clegnest air in"the country..
When National Park Service ex-

perts ran the plant’s proposed emis-

sions through' a' computer model,

. they found they would impair visi-

bility ‘within the 52.800-acre park by
at léast 5 percent for 23 days a year,
and 10 percent.on‘two days a year. .
But the company projected a 5
percent impairment. of visibility
for 16 days, and no impairment of

© - 10'percent or more. The state con-

cluded that Peabodys numberS\
are acceptable. .
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'New proposed power plant
has plen y of opponents

* The A'ssPciate,d,Press

. CEN i\ -— An
energy giant’s plans to build 4
. 1,500- mcgawatt coal-fired

power- ‘plant "in - 'Muhlenberg

County is drawmg attention out-
side the western Kentucky coun-
ty’s boundaries.

.. If approved, St. Louis- based

-PQ_I;__J,_,Energx s plant would
consume 6 million tons of coal a
year — more than the county

has produced since 1989.

" .. _Peabody, as well as environ-
mental regulators and environ-’
mentalists, all agree the plant
could become the mode] for a
new generation of larger, clean-
er-bum;mg, coal-flred power.’

- plants:

. “If there is gomg to be a new
|wave of coal-fired power plant

. construction in this country, we
want the prccedent established
‘early that companies need to

~ cross their t's and dot their i’s,”

- said David MqIntosh staff attor-

. ngy with the Natural Resources ..
Defense Council, a New York-
based environmental group.

Already, environmentalists

.and some federal officials have

begun to raise a laundry list of

-along with it. .

concerns about Peabody’s plan,
including that its plant may
spread haze across Mammoth
Cave National Park.

Locally, there’s v1rtua11y no

opposition.

" “Coal is the heart of-
‘Muhlenberg - County,” said :
Drakesboro Mayor Richard

Neathamer. “People are thinking
power plant, and a coal .mine
.. People ‘see this
as hope. Jobs are important.” '

Energy conipanies have-pro-.
posed -29 new- plants for

Kentucky since October 1999

— five in the past month alone.
“The Peabody -plant, which

would - be called the.
Thoroughbred, is the largest
proposal; its twin 750-megawatt
generating units would produce

enough electricity to power 1.5 .

million homes. Called a mer-
chant plant, it would sell elec-
tricity on the open market, either
to qut-of-state power providers
or Kentucky utilities.

Local leaders anticipate 450
permanent jobs — 350 involved

~ in mining. Building the plant

would employ 2,500 workers

~ during a four-year construction.
- The permarient jobs would pay

an average of $65,000 a year in

" wages and benefits, said Vic

Svec, vice president of external
affairs for Peabody Energy.

_In addition to the Natural
Resources Defense Council,
critics of the proposal include

- officials at nearby Mammoth

Cave; the Washington D.C.-
based . National . Parks
Conservation Association and

Valley Watch Inc. of Evansville,
Ind. . .
“ The U.S. Environmental
Protection Agency also has
raised concerns.

At issue is a Clean A1r Act
mandate that new power plants
use the “best available control

technology” for reducing emis-_\

: adverse

sions that* contribute to smog'
and cause agid rain.

. But some_ of- the strongest
environmental concerns involve
Mammoth Cave, whose officials
already have succeeded in get-

;_ ting ‘the company to add such

controls as scrubbers and pre-

101p1tat0rs to remove sulfur and

tiny-pieces-of soot and other fine™
pollution particles.

Park officials argue that the
state has not adequately studied
all of .the plant’s potential
affects, including
declining visibility, said Mark
DePoy, chief of -science and
resource management at the
park. -

Under the law, natlonal paIks

are designated as Class 1 air-
sheds -and thus are supposed to
have the cleanest air in‘the coun-

When National Park Service

experts ran the plant’s proposed
emissions through a computer
model,. they found they would
impair visibility within the
52,800-acre park by at least 5
percent for 23 days a year, and
10 percent.on two days-a year.
But the comipany projected a
5 percent impairment of visibili-

ty for 16 days, and no impair-
ment of 10 percent or more. The
state concluded that Peabody’s
numbers are acceptable.
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" By Michael Kllian
__ Chigago Tribune
33

WASHINGTON——The Bush
administration’s plans to reduce
power plant pollution in nation-
al parks are being challenged by
a proposal to build a large coal-
fired generating plant in Ken-
tucky just 50 miles from Mam-
moth Cave National Park.

The Kentucky Division of Air

“Quality has given preliminary
approval to the project. Called the
Thoroughbred Generating Sta-
tion, it is to be built and operat-
ed by Peabody Energy Carp., the
world’s largest privately owned
coal company.

A public hearing on the proj-
ect will be held Tuesday at Pow-
derly, Ky. The state Jast week ex-
tended the period for public

comment on the issue until Feb. -

28.

Neither the National Park Ser-.

vice nor the Environmental Pro-
tection Agency has submitted fi-
nal comments and findings. If the

Interior Department files a foimal -

oomplamt that the plant will have
adverse impact on Mammoth
Cave park, the state can dispute
these findings and proceed with
a permit for the prOJect At that
point, Interior Secretary -Gale
Norton would have to take the
case to the federal courts. -
Kentucky now has 22 requests
pending for new power plants—
so many that it has declared a

Opponents of the
Thoroughbred Gener-
ating Station charge

that, even if it complies

with EPA regulations,
it will still obscure visi-
bility at the Mammoth
Cave Park as many as
25 days a year.

moratorium on accepting any

' more.

“Mammoth -Cave is already

one of the most polluted parks

in the country,” said National
Parks Conservation Association

President Thomas Kiernan.
. “Problems with haze, smog and .

acid deposition at Mammoth-
val those at Shenandqah sand
Great Smoky Mountmns Natlonal
Parks.”

In June, Enwronmental Pno-
tection Agency chief Christine

Todd Whitman signed a new

rule calling for marked reduc-

‘tions in air pollution at national

parks Among other provisions,
.some 600 coal-fired
power plants built between 1962
and 1977 to be refitted with
emission control equipment that
would reduce sulfur dioxide pol-
lution by 90 to 95 percent.

Plant may be built near Mammoth Cave

The adm:mstratlon was acting
in response to complaints’ from

. Sen. Fred Thompson, RTenn.,

and National Park Service offi-
cials .that electrical generating
plants: had made air quality at

Ténnessee’s Great Smoky Moun- .
.tains ;National Park worse than
that of Manhattan.

“Over the years, haze and pol-
lution-have eroded [park] views,”
Whitman said. “We intend to clear
that air. This rule will help er

that people will be ablé to see arig
appreciate these national treasuxw

for many years to come.” :

" According to an Izaak Walton
League report, air-quality in the
Smiokies violates -federal “health
standards ‘one out of every three

- days; and :Shenandoah National
.Park in Virginia ‘had recorded
- higher ozone concefitrations than

all but two southeastern’ cities,
Opponents of the- Thorough
bred plant charge that, even if it

- complies with EPA regulahons it
. will still obscure visibility at the
! Mammoth Cave Park as many as -
. tional controls that would* re-:

25 days a year. :

Peabody’s proposed - Thor-
oughbred Generating Station
would use modern emission con-
trol equipment required by the
EPA, but it would nevertheless be
adding pollutants to the air in an
area already inundated with them,
said Don Bargey,. the NPCA's
southeast regional director. -

“Clearly, this plant would make

a bad situation worse at Mam-

R

.

moth Cave,” Barger said, “We ré
concerned that Kentucky is on a
fast track to permit the state's
largest power plant in 20 years
while | a blind eye to its ef-
fect on a federally protected area.”

Peabody said the plant will be
“the cleanest major coal-based
power plant east of the MJSms-
Slppl Rwern . . . -,

“We look forward to continu
ing to work with Kentucky- t’oi
move the praject forward and e
able jts economy and people’ to-
continue to enjoy the security: of '
energy that is reliable, low 'in
costs and low in emissions,” sald
Roger Walcott, Peabody’s exect- ,
tive vice pre51dent for corporatej
developrent.

In a letter.to Kentucky’s Divi- -
sion of Air Quality last year be- -
fore' the Peabody project was
given its preliminary apprc)vél ’
the National Park ‘Service ac-
knowledged Peabody’s “efforts
to install the best technolofgy‘
and keep emissions within -fed--
eral limits, but it called. for addi-

duce particulate pollutants to one
tenth of allowed levels “becausg.
of the. extremely high emision |
rates and proximity. to Mam-:
moth Cave National Park.” '’

An analysis by the Natlonal_'
Park Service’s Air Resources Dj-*
vision warned that the coal to be
used by the Thoroughbred facil:*
ity had unusually high sulfur
content.
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"By JUDY. DAVIS.
“Courier & Press staff /bbbvg

EVANSVILLE -— Ob]ectlons T_' !
and. accusatlons are fiymg _over a

John Blair; - speakmg for the
env1ronmenta1 group Valleyf{_

own rules yg1ssu1ng the. drafte
‘ .permlt Procedural . rules; -he
. claims, require spec1flc content m
: the pe mlt and also must

s the per ] Th
~ Blairalléges: -« . - 3_
“We re not- operatmg under th ‘

tucky?.
Beén Markm permltwn_ w1th
' D1v1s1on of Al Quality, s

. ‘ments. - Pt
" “There "is nothmg unusual
. about this permlt -he said.- “Peo-
- ple. can,come {o.the pubhc hears”
~ing.or ' express.comments in wiit-

» ,mg That'lsw we ‘havethe com- L

perlod had been extended lt'\izo

- weeks,’ until ‘Feb. 28. The éxten-
sion, - he said; will be announced
at the public hearing Tuesday. e
the Muhlenberg County Court»
“house. - .

| to power Apla»nt"' |

said Blair.. “Were»""

“he .
followed a]l procedural requlre-' ;

!

“The hearing is  premature;”’
* said Blair, “because the Natiorial =~
Park Service hasadverse .cof-
ments ‘and those comments, along:
with the state’s: response to them, .
are supposed to be mcluded in' the
draft, ‘so others can review them '
~ and add commenfs.” " - . T

" The NPS,: through the Departv-
ment of the Interior, objected fo:
“'the permit belng issued, using®
Kentucky’s _om:tegulatmns =fa

I regulatlons

“ . managers 30- ‘days after a prehmr o
© -nary determination ‘to submrt a

. sion. - T i

visibility ana1y51s if emissigns.
from the source would haves; an"
" adverse impact on a Class 1.area;:
. such-as Mammoth Cave: It would
be affected by emissions’ if thes -
. permit is granted according,’to:
- Chris - Shaver, chief of National
Park Service AJr Resources D1v';'t.' '

- “We were notlfled in December; .
last year » Shaver said. ' “As- of*
"April, we were raising concelhs:

© Weé've heen working with the state: -

to get them to-reduce ‘emissibils,
which they have done to some 3
degree SO . "-1 P
"¢ “They d1d a: v151bﬂ1ty nnpact":
analysls where we thought thefe!
were some: questionable. fmduigs :

P We used a different model_ oL ,1:*"‘ -

“We’reé looking at 23 days of vis-, -

. ibility 1mpa1rment = 3 change’ i

_ light extinction — “just from the4
‘ plant We ve. 1dent1f1ed about a

: affected by changes in a1r quahty’- L
from the planned emissions.” ~ °

" Blair said.the coal plant, pror,;
posed for Muhlenberg County’!:
was the largest proposed m at "

least: 20 years.

“The apphcationlls just rlddled

: ‘with holes,” he said. “They didet’

do an analy81s for ozone ‘impact

downwind - Evansvﬂle, B
- Louisville, Perry County, .
- whlchever way the wmd is blow-
" ing”” I
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Coal Trader, 2/6/02

'Thoroughbred permitting arouses ire

[ to oppose permitting for Peabody

; nergy’s 1,500 megawatt, pulverized-
coal Thoroughbred power plant unless en-
vironmentally beneficial changes are made
to the plant design.

The state of Kentucky has already ap-
proved a draft permit for the project (co
1/14). :

The National Parks Conservation As-
sociation said the minemouth plant “may

. release thousands of tons of haze- and

. smog-formiag pollutants yearly, threaten-
ing human heelth and nearby Mammoth
Cave National Park.”

The data show that the plant will be re-
sponsible for 25 days over the 5% extinc-

_ tion of light threshold at the national park,
* P

; Az environmental group has promised

an NPCA official said.

When the plant and 58 other pollution
sources within a 100-kilometer radius of
the park are considered, one out of three
days is over the 5% threshold, the official
said. .

“That does constitute an adverse effect
on the park, and consequentially, the state
of Kentucky should deny this permit,” the
official said. :

Further, he said, Thoroughbred won’t
consider other technologies, such as fiu- '
idized-bed combustion or washing the
coal, because generating efficiency would
be reduced at the same time emissions are,
the NPCA official said.

A Peabody official did not respond to
the charges by press time.
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THOROUGHBRED
ENERGY CAMPUS

2000 Average Coal-Based Emissions
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(Existing Plants) (Existing Plants) (Projected)

Source: U.S. Environmental Protection Agency

THORQUGHBRED ENERGY CAMPUS
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THOROUGHBRED

ENERGY CAMPUS

KEY EACTS

About
Thoroughbred
Energy Campus

Thoroughbred Energy Campus is a planned 1,500 megawatt
coal-fueled electricity generation project near Central City in
Muhlenberg County, Kentucky. The generating plant would
use two, 750-megawatt units fueled by up to 6 million tons of
coal per year produced from an adjacent underground mine.

Fueled by a secure source of domestic energy, Thoroughbred
will deliver reliable, low-emissions electricity while providing
significant economic benefits and hundreds of high-paying
jobs. Peabody is pursuing generation development projects
nationwide using the company's coal reserves and land
holdings; a sister project called Prairie State Energy Campus is
also being developed in southern lilinois.

The project is expected to deliver reliable electricity by 2005 to
2007. - Electricity from the plant will be made available on the
grid and delivered to approximately 1.5 million families in
Kentucky and elsewhere throughout the Midwest.

Energy: Low-Cost
Power to Meet
Growing Needs

In 2000, the nation's need for electricity grew nearly 5 percent,
according to the Edison Electric Institute. And the U.S. Energy
Information Administration reports that the demand for
electricity will increase 43 percent nationwide over the next two
decades. In Kentucky, the demand for power could potentially
grow 30 percent during that time.

Thoroughbred will provide reliable, low-cost electricity for

1.5 million homes in a manner that is environmentally sound.
The plant is modeled to dispatch at a cost that is lower than all
of the region's coal plants, lower than all of the region’s gas
plants and below some nuclear plants. This means
Thoroughbred will benefit Kentuckians by continuing to help
keep energy prices low.

Kentucky enjoys electricity costs that average 4.2 cents per
kilowatt hour, which are among the lowest rates in the nation.
About 96 percent of Kentucky's electricity comes from coal.

THOROUGHBRED ENERGY CAMPUS
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Economics:

Jobs and Prosperity
for Western
Kentucky

Thoroughbred is expected to accelerate economic growth in
the region, creating more than 450 permanent jobs and
employing up to 2,500 workers during a four-year construction
process. Once operational, the campus could annually inject
more than $60 million in local and state economic benefits
through wages, fringes and taxes. Use of the Commonwealth's
tax credit for Kentucky coal also will enhance the facility's low-
cost advantage.

Environment:
High Efficiency,
Low Emissions

Electricity from coal has made enormous environmental
progress in recent years. Through more than $50 billion in
investments over the past three decades, emissions from coal-
fueled electricity have declined by more than 20 percent, even
as coal use has tripled, according to the U.S. Environmental
Protection Agency. And results for Kentucky are equally
strong: In the past 20 years, sulfur dioxide emissions have
been slashed by nearly half. Aimost 50 percent of Kentucky's
utilities use scrubbers, compared to the national average of 27
percent.

An industry-leading application of coal technologies will set a
new emission control standard at Thoroughbred, making it the
cleanest pulverized coal plant of its size east of the Mississippi
River. Thoroughbred's emissions of sulfur dioxide (S02) will
be 86 percent below the average SO2 emissions rate for
Kentucky coal plants. Its nitrous oxide (NOX) emissions rate
will be 82 percent below the Kentucky coal plant average.
And, virtually all particulates will be removed.

Thoroughbred and Prairie State are among a new generation
of coal-fueled power plants designed to provide low-cost
energy to meet growing energy needs while continuing to

achieve the nation's environmental goals.
2.1.02
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News Stream, 2/5/02

COAL FIRED PLANT SAYS THREAT TO MAMMOTH CAVE NATIONAL PARK '

LOUISVILLE, KY - - - The State of Kentucky has issued a draft permit for a
1,500 megawatt, pulverized-coal-fired power plant'that may release thousands
of tons of haze- and smog-forming pollutants yearly, threatening human health
and :
nearby Mammoth Cave National Park, according to the National Parks
Conservation Association (NPCA). The proposed Peabody Energy Company
Thoroughbred Generating Station would be built just 50 miles from the park.

*Mammoth Cave is already one of the most polluted parks in the country,"
NPCA President Thomas Kiernan said. ."Problems with haze, smog, and acid
deposition at Mammoth rival those at Shenandoah and Great Smoky Mountains
national parks."

If the state approves the currént permit, emissions from the Thoroughbred
power plant will have a significant impact on Mammoth Cave. Computer models
indicate that emissions from this facility are likely to reduce scenic views
up to 25 days yearly. Three out of every four visitors at Mammoth Cave never
venture into the depths of the world-renowned cave system, but enjoy hiking
to scenic overlooks. Thoroughbred would become Kentucky's fourth-largest
producer of mercury. Toxic pollutants could harm the park's biologically
diverse aquatic ecosystems, including the Green Rlver, home to more than 80
species of fish and sensitive mussels.

"Clearly this plant would make a bad situation worse at Mammoth Cave,
said Don Barger, NPCA's Southeast Senior Regional Director. "We're concerned
that Kentucky is on a fast track to permit the state's largest power plant in
20 years while turning a blind eye to its effect on a federally protected
area. "It is the state's legal responsibility to protect the public and the
parks from this poliution."

The Thoroughbred Generating Station would be located in Muhlenburg County,
where the Paradise Steam Plant, Tennessee Valley Authority's second-largest
coal-fired power plant, has operated for more than 30 years. Despite
addition of pollution control eguipment on two of the plant's three units,
the Paradise plant continues to produce thousands of tons of pollution
yearly.

"This is a clear case where the oldest, dirtiest coal-fired power plants
emit far more than their fair share of pollution,® Barger said.

"Instead of new sources replacing old, these older plants never retire,
and the bottom line is more pollution hurting parks and people. This can
have a drastic effect not only on our parks but also on health standards that
states must meet."

The Thoroughbred power plant is the first and largest of 22 facilities
seeking to locate across Kentucky. Inundated by so many regquests, Governor
Paul Patton issued a moratorium last June requesting that the state stop
receiving applications. Kentucky is only one of several states grappling
with a flood of new sources. Tennessee has 19 permits pemnding, Virginia
approximately 30. "Clearly, existing laws and regulations are not blocking
the development of new sources," Kiernan said. .

As the nation debates energy policy, the Bush Admlnlstratlon is mulling
changes that could rollback key provisions of the Clean Air Act, including
the New Source Review program, designed to reduce pollution at new and
modified industrial plants. The polluted conditions at Mammoth Cave National
Park and in many communities throughout the United States highlight the need
for cleaner, more efficient power productlon

- "Protecting national parks from air pollution seems to be mlss1ng from the
Bush Administration's energy plan," said Barger. "Weakening the Clean Air Act
won't clean up the air in national parks." (NPCAa)




To: bashley @messenger-inquirer.com,

pl!ilhﬂdl.' Beth Sutton DBlackburn@Messenger-inquirer.com

—— cc: (bee: Cindy Miller/STL/Peabody)
02/05/2002 12:50 PM Subject: Letter to the editor

Mr. Ashley:

The following letter to-the editor is being sent for your consideration on behalf of Roger Walcott, Peabody's
Executive Vice President for Corporate Development.
Thank you.

Beth 