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What’s Brewing; The For all businesses energy is a concern,

. g - both immediate and long-term: How much
status of biofuel prOJeCtS In is it going to cost to keep the lights on, the

the state. Page 2. trucks running, the employees and custom-
ers warm? How much is it going to cost
next month, next year, next decade?

Newswire: Flow, Omax For many businesses energy repre-

. sents more than just a routine, if sizable,
call it off, plus othernews o, crating cost. Whet
items. Page 3 making metal (aluminum has been called

fcongealed electrici
izer, electricity, natural gas and petroleum

Charge Up Drive: Wash- products are crucial as direct feedstocks or
’ integral components in production.

ington as a center of plug- Manufacturers have been worrying

in hybrid vehicle technol- about energy bills ever since the energy
shocks of the 1970s. With another round of

ogy. Page 4 energy price spikes in this decade i the

West Coast electricity markets, $140-a-

barrel oil last year i and speculation about
Our Next Issue: tighter supplies and even higher prices,
June 8 manufacturers have even more reason to

A wind turbine at Puget Sound Energy’s
Wild Horse facility in Kittitas County.
(Continued on page 4) Photo by Jenny Cole.

Natural Gas: A Sudden Turn In the Supply Picture

When higher demand meets lower supply, the inevitable slicing demand from all sectors.

result is higher prices i and a lot of discussion on how to alle- But thereds another f atermsup- at wor

viate the squeeze by adjusting one or both inputs into the ply picture has suddenly improved.

equation. fiMoney does a | ot of good things
Manufacturers dependent upon natural gas directly as a ing says. In this case what money, in the form of record gas

feedstock or heating fuel, or indirectly through its use to gener- prices, did was encourage more exploration.

ate electricity, have been feeling the short-term pinch as gas (Continued on page 3)

prices rose to record levels. They also faced warnings that
long-term prices might be even higher, with production in the

United States and Canada flattening and demand for natural 14

gas for electricity production and as a motor-vehicle fuel likely

to increase. 12 A
Unless, of course, supply could be boosted through new, /\

expensive and, on occasion, controversial projects. New lique- 10

fied natural gas terminals were proposed on both coasts, in-

\
cluding one for an LNG terminal on the Columbia River in Ore- \ j\ /\N \,\[V \f \/\
gon. VAV |
\ SN

AfiThere was a | ot of gnashin 6 es of
a year ago, says Clay Riding, director of natural gas resources 4 \_
at Puget Sound Energy. AfPeopl Vv how
up, some day. 0 2

Another proposal called for a pipeline to bring Alaskan
North Slope gas down to the Lower 48. Exploration companies
were even poking around Washington state, a place not NG gv & N N & Q & ®
known for abundant or easy-to-reach gas reserves. X ¢ ¢ X X N X ¢ X

But as the accompanying chart shows, in recent months
natural gas prices have taken a tumble, to less than half their
levels of six months ago.

The recession can claim some of the credit for that drop, by

U.S. Natural Gas Industrial Price, in dollars per thousand
cubic feet. Source: Energy Information Administration.



Biofuels In Washington: Boom, Bust, Boom Again?

Even |l ast June, when Washi
sion energy office compiled
ment i n Washington, o0 it was
big trouble.

Throughout the reportés
di esel production facilities
fiproject canceledo make freqfe

If anything, conditions for the industry have gotten worse }

since then. Nationally, one publicly traded ethanol company,
VeraSun Energy Corp.

(a company Microsoft co-founder Bill Gates had invested in).

Nor is the situation any brighter in Washington state. While ‘

the WSU report hasnot been
that everything is
alternative energy specialist with the Pacific Regional Biomass
Energy Partnership.
Currently
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, is in chapter 11 bankruptcy proceed- -

pretty
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prove, 0 adds Peter Moul t on, gy coordinator he
state Department of Community, Trade and Economic Devel- oPthe cgnq'pgr{y
opment.
And while there is some biodiesel refining going on, the bot h of those fail to materialize.
centerpiece of what was to have been a growth industry for Plaza says the Legislature, in its most recent session,
the state, Seattle-based | mperi um Rene wtikedte sesnew & sumbet of fax boedks and exemptions that
ing any biodiesel at its plant in Grays Harbor County atthe ar e due to expire in July. AiThat 0 :¢
moment. What revenue it is generating these days comes an already hurting industry, o0 he s
from leasing storage capacity at its tank farm. Il mperiumés Grays Harbor plant, \
AThe industryébés really beenmilioragalioresraeydar af biodiesel, opemeddn Audust @007 h
this crisis, o0 says John Pl az andopemafed forithe majosity af A0D8eahd irgoxtresgeat. Iif thee .
It’'s a sharp reversal of fortune for an industry that was refinery were operating normally, the company would have
supposed to lead the way to a green economy, not to mention mor e t han 60 employees (itds not
solve problems like energy security and dependence on im- ment).
ports of foreign oil, dwindling worldwide petroleum reserves Despite th industryds current w
and environmental impacts from burning fossil fuels. recover . ifWe actually are relatiwv
As it turned out, alternative energy had a fasterriseandfall | onger term, 0 which he defines as

than the dot-coms at the dawn of this decade. Too much hype
combined with a perfect convergence of unfavorable trends
and conditions created the green-ener gy i ndust
and bust.

Among those unfavorable trends and conditions: The
price of a barrel of oil, at $140 or more on world spot markets,
made the economics of biofuels more attractive. Oil at less
than $40 a barrel wiped out that attractiveness. Further widen-
ing the price gap: a run-up in the price of agricultural com-
modities like corn, in demand for both food production and as
a feedstock for ethanol (Plaza notes that canola oil, Im-
periumbs principal
the degree petroleum has). Finally, the banking industry deba-
cle and the collapse of credit choked off access to capital to
just about everyone, never mind relatively speculative ven-
tures such as biofuel refineries.

Plaza adds one more culprit to the list. Mandates for in-
creased biofuel use have been enacted at both the federal
and state levels, he says. Those were supposed to create
demand for biofuel production.

That hasnoét happened,
getting implementation regulations written at the federal level,
or disputes over accounting of biofuel production and invento-
ries at the state | evel,
for the industry to have built a very large amount of capacity
anticipating policy demands, both state and federal, and have

Higher crude oil prices would help jolt regulators into mov-
ing on demand-spurring rules, he contends. Other require-
mgnés dor theiuseof rendnalderfuels, in Portland, the state of
Oregon and Canada, will also spur the market, he says.

The biofuel industry is much broader than Imperium.
AfTher eds a -scale biodidsel gomg @ngoet in the
hinterlands, o the stateos
commercial-size biofuel refiners in the state: Gen-X Energy
Group at Burbank, near the Tri-Cities; Inland Empire Oilseeds
in Odessa; and Columbia Bioenergy in Othello. (One other
company, Standard Biodiesel in Arlington, produces reformu-

f eedst oc k Jlatech Eosliesel using peyded vegetaple ol such ab thdse

used in restaurants).

The industry is also hoping for emerging technologies in
the area of feedstocks, that would take biofuels out of the de-
bate over the competition for agricultural commodities be-
tween food and fuels. Cellulosic ethanol, in which fuel is made
from non-edible plant fiber, is one. Algae is another. But Moul-
ton cautions that both technologies are years away from com-

mercialization and, in the case of cellulosic, may require sub-
Pl a z astastia §ize and daffital to beecommertiallysviabtbe | ay s i

Plaza is stildl optimistic
term the industry will be a viable source for renewable energy
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Newswire: The Latest In Washington Manufacturing

KENT: Nearly a year and a half after announcing a merger, Food manufacturing was down by 1,000 jobs from a year ago
waterjet competitors and Kent neighbors Flow International and 1,200 jobs from March to April. _ o
Corp. and Omax Corp. are calling the whole thing off. Year-to-year, other categories showing major declines in-

The move wasnbét a compl ete % %%waqd rgdéjcts (dgvynﬁ gog) f?bHcgted gtTrl@)(%ﬁ Dby
nies had announced in November a revised merger agree- 500), mac inery (down 2,100) petroleum, coal tics and
ment, and then in March announced a further revision in which rubber (a drop of 1,800) and paper manufacturing (minus
the agreement was converted to an option to purchase. That 1,500).
announcement in March noted there would be no litigation
should the deal fall through, and that Flow was looking for
financing to acquire Omax.

Still, Flow and Omax had gotten as far as winning federal-

SEATTLE: Todd Shipyards Corp. said the U.S. Coast Guard
has awarded a $5.5 million contract modification to the com-
pany for alterations and repairs to the icebreaker Polar Sea.
government approval for the deal. The work will be done at Todd Pacific Shipyards in Seattle and

Flow said it decided to drop the proposed purchase of is due to be completed in July. Todd Shipyards has a five-year

Omax because a deal Awoul d mulghg?ogogt@qt W'tg CO%S GJ”@ Er (pagnteyagce %npl ow

shareholders." over two |cebreake S based in
Flow and Omax had announced the deal in December

2007, citing (in the words ofEV E'BTWEé)glr;g%52as$p@pleﬂaﬂtgegﬁt%ﬂ ;gf;%hor t u-
nity to enhance the global growth of waterjet solutions, which engine tests onht € it moves towar ight
represent a relatively small but rapidly growing part of the passenger jet this quarter.

overall market for cutting sol I}j g th Sﬁnt ati (()jnt ddUI’I nlg the comj
According to a Securities and Exchange Commission filing, °©" erence, Scott Fancher, vice president and general man-

Flow will give Omax a promissory note for $4 million, and pay ager of the 787 program, said he expects first delivery to cus-

an additional $21 million (including the release of funds from tomFers n;lthelflrst q%ager .Of 2:310' to deliver the 787-9 i
escrow and a second promissory note). Those payments rep- ancher also said boeing hopes to dellver the =N

resent a settlement of litigation over patents between the two early 2013. A third T“Ode" the 787-3, wc_;uld f°"°‘.N that. .
companies and cross-licensing agreements. In a related Boeing matter, Gov. Chris Gregoire has signed

an executive order creating the Washington Council on Aero-
space. The council és assignments i

OLYMPIA: Washington manufacturing shed another 3,900 ; -
search and development programs at research universities,

jobs from March to April, contributing to a year-to-year drop of

24,600 as of April 2009, the Employment Security Department managing recruitment and re.tention of aerospace companigs
sai,d ' in the state and coming up with recommendations for keeping

A ashi n competitiv, |nd sfry,. Coun |I
baszdhoarll :nocr)n-Zeasinallc:/ ;d(j)ugted gafta. 8.4 percen ?Xclzﬂé&?rﬁz hemg ﬁ Hepn§wy?formpec§ e%artr§ent of an? ment.,

Aerospace and parts were a part of the decline, down by merce, Ieg_lslatc_)tr_s and éepresenta_lpves”of Boelng, its labor
400 jobs from March and 600 from April 2009. unions, universities and community colleges and aerospace

But that wasndét the biggest en&PPyc?rﬁt The@%v%&?rlp?s Ilsocre%‘tqgasugcpb@%t}tor oni c

products manufacturing lost 700 jobs from March to April. implemenit recommendations from the aerospace counci

Natural Gas: All Of A Sudden, We’ve Found More

(Continued from page 1) record levels for this time of year. volatility of gas price swings, although
Interest in LNG imports as a way of Christie notes heds conc
That 6s happened b ebblstarirg,North Anericanhsuppliesthasm eimpact of government stimulus programs

gas producers used new technology to pardon the phrase, cooled considerably. on t he economy. W@AThe sin
explore new for mat i Aprgposédd NG impor terdisal dtKite whact or t hat worries me i
as shale gas, previously thought too mat, B.C., is now a proposed export ter-  warns.

expensive to develop. minal. Riding says Puget Sound Energy One driver of long-term prices is how

AA number of new fisnowlsiudymghow muth Garadian gas much reliance is placed on natural gas
ered, 0 Riding says. toaddwisyporifoliocdmpated with trae  for electricity generation. Riding says

Barnett in Texas, the Marcellus in the ditional sources from the Rockies. utilities such as Puget will continue to
Northeast, the Haynesville in Louisiana But how long will these happy condi-  look at conservation, efficiency and re-
(Weyerhaeuser has holdings in that tions last? Already falling prices have newables to meet growing demand. But
area) and the Horn River and Montney in forced the idling of drilling rigs, which with other sources such as coal and nu-
northern British Columbia. means that if the economy recovers clear facing their own contentious is-
Exploration of shale-gas formations is there will be another price squeeze as sues, AfBy and | arge ités

flfa resource play t hdemandinceaséss even exi stal gas that makes up an)
year or so ago, 0 s ay sGaKduwes nade6Glare expettingean ing says.

director of gas supply for the Spokane-  increase. Christie says the price curve, What would really send gas prices
based utility Avista Corp. measuring the cost of gas to be deliv- back up, he adds, is if coal is knocked
The discoveries are huge, so large ered now, next month, next quarter and  out of power generation through regula-
that U.S. reserves of natural gas are now next year, is sloped upward, and steeply tion, with natural gas called upon to take
estimated at 118 years, based on 2007 So. over coal 6s share.
production levels, up from an estimate of But Christie al so n Butibtle sderarotis orie @frgas used
82 years. the most efficient markets is natural to handle increased power-generation
The dramatic change is evident in gas. 0 | f prices do demandsecarsbed withraoetumtodar-i | | i ng
more than just t umb figswilywith somelagdime, b hackites mal aeconomic activity, i
much more enjoyable time to be in the work. pretty good shape, 0 Ridi

natur al gas mar ket , 0 Inddedtheshope is that thesesnew a d dow the picture looks fairly rosy from a
ing that natural gas storage is nearing supplies might help dampen some ofthe supply standpoint. o



Fill It Up: Chelan County And Plug-In Hybrid Vehicles

Ron Johnston-Rodriguez says the goal of the Advanced

talize on those assets, Johnston-Rodriguez says, and one that

Vehicle I nnovations consor t i uim si sgnobitn gt o ot rbaen srfodoruns t Nowitthh Qecno-n o
tral Washington into fa new [etybofdifferentviewpoints, in arange of different technolo-

But there are enough factorgiwerking in the regionbés favor,
and enough opportunity in the burgeoning sector of electric The applications wonét just be i1

and hybrid-electric vehicles, to think that perhaps it can carve
out a niche of whatever the new Detroit turns out to be.

Figuring out how to do so is one of the objectives of the
fifth annual Power Up summit, being held May 27-28 in We-
natchee (details at www.plugincenter.com).

The driving force behind the effort is the Port of Chelan
County, which organized the
lyst and center for development, demonstrations, and deploy-

everything from agricultural equipment to marine vessels to

transit vehicles to trucks for all types of work. Nor are the op-

portunities solely in assembling cars: Washington companies

could make components, or develop battery, charging and

vehicle-grid interface technology (under some scenarios for

smart grids, not only would vehicles draw power from the sys-

ctemnicsrechatge, they might codtrtb@essurplu® posver o it)c a t a -

Johnston-Rodriguez says the idea of widespread applica-

ment of flex-fuelplug-i n hybri d el ec#ueli c tviedim cdfesswclirlteexchnol ogy is no fant

means they can operate off of battery power or some sort of just at the beginning of the technology being good enough to

fuel like biodiesel, ethanol or conventional diesel and gasoline. get out on the road, 6 which opens
Johnston-Rodr i guez, the portds emtoheeoand Chelad Coudyct or, says the

intent was to find ways to di vEeRBoitbdfChelarhGaunty is bardly théamly region to figmy . i on

of the assets that we have to market and work with andlever- ur e t hat electric vehicle technol o

age here is the hydroel ect r i ccertgielyonerobtheismalesttBhtddahnstareRodriguezebeliavesr e , 0
he says. That means not only low-cost electricity producedat t he regi onds size wondt hurt, and
those dams but a lot of engineering brainpower to keep the wedre just able to be |lighter on o
dams and the electricity transmission system operating. your feet when youbre dealing with
Vehicle electrification looked like a promising way to capi- verycuttingedge | i ke this technology ha:
The Energy Issue: Challenges And Opportunities
(Continued from page 1) funds. In addition, tens of billions more biofuels sector, as chronicled elsewhere
will be made available throughout the in this newsletter. In addition, given the
fret. nation as competiti teenolpgical ard finantial requirements,
But some Washington manufacturers The state is putting up some of its many of the winners in the new energy
are also finding opportunity in the energy own money. Tony Usibelli, assistant di-  economy could be large, well-
business, whether i teéos fortemergy peldywithethe staten -  established companies with the neces-
sumption, get more productivity out of Department of Community, Trade and sary resources and expertise already on
what 6s used, devel oRconoriovDeselmpment, said in@ pres- hand.
energy or reduce the environmental im-  entation to the summit that legislation But opportunities do exist, and Wash-
pact of producing and using that energy. passed in the most recent session sets  ington manufacturers are likely to be
Washington is already a big player aside $38.5 million in the Energy Recov- among those making the most of them.
in the energy business, from its hydroe-  ery Act Account for loans, loan guaran-  Here are some of the players:
lectric dams along the Columbia Riverto t ees and grants that yieQactocuhrlaigogeh tt hEen eersgqgy L L C

the four major oil refineries (Tesoro and
Shell at Anacortes, Conoco Phillips at
Ferndale, BP at Cherry Point). The state
also has manufacturers producing equip-
ment for the utility and energy business,
and many newer, smaller companies
chasing opportunities in emerging sec-
tors and hoping to prove their technolo-
gies are commercially viable.
Expect to see more, for a very
good reason: Thatds
Thereds a | ot of
various federal recovery and stimulus
measures. The American Recovery and
Reinvestment Act allocates $77 billion
for clean energy, efficiency measures,
renewables, smart-grid development,
electric vehicles and alternative fuels.
Snaring some of that $77 billion for
Washington was the subject of a recent
energy summit convened in Seattle.
According to the
AiThere is approxi ma
ARRA energy investment opportunities
for Washington state for a wide range of
energy efficiency and renewable energy
projects. Part of the summit was devel-
oped to refine a strategy for the $60 mil-
lion discretionary portion of the state

tablishment of innovative and sustain-
able industries for renewable energy and
energy efficiency t

Qualifying projects could include
ifirenewabl e energy
that require interim financing to complete
project development and implementa-
tion, companies with innovative, near-
commercial or commercial clean-energy
technology and energy efficiency tech-
noldies tha haveha &iabla cepagnyenti s
smorneeaym jfursotm irne dt uhcee d

The interest in energy is already do-
ing big things for the meeting, conven-
tion and conference industry in Washing-
ton. The National Smart Grid Conference
convened in Spokane in April to discuss
ways to improve the efficiency, reliability
and security of the
transmission and distribution system.

As alluring as the opportunities
sgundviretherermergybsisinessk, & caatien-
areriotg ne®ds 8 be sounded. The ap- i
portunities sounded just as alluring in the
e-commerce realm of the late 1990s, but
once the hype had cleared a lot of com-
panies and capital had melted away. The
energy business has already been
through one boom-and-bust cycle in the

p

ture of Weyerhaeuser Co. and Chevron
to develop cellulosic ethanol using plants
that tan e lgrovgn yn timberlands, such
as switchgrass, and recycled paper.
r oyff e@uttsB aocfk pRoowgerra nBsy st e ms
lington company that produces electron-
ics for renewable-energy, back-up power
and mobile power applications. Puget
Sound Energy purchased solar panels
from Outback subsidiary Silicon Energy
LLC for installation at its Wild Horse wind
fadility in KittitasyCountg.s t s . 0
Yy Rel i On | nehasedfeel- Spokan
cell producer spun off from Avista Corp.

y Neah Power Systems, a
company developing micro fuel cells for
the military and portable electronic de-
vices.
nyatTi.o nBasi lee ye cltnrci.c,i tayn An

struction firm and metal fabricator with a
specialization in wind-turbine towers.

y Schweitzer Engineerin
ries Inc., a Pullman company that pro-
duces devices for monitoring and con-
trolling electric power systems.

y I'tron Inc., t
remotely read utility meters.
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