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(9:00 a.m.)
Welcome and Call to Order


MR. MUELLER:  Good morning, ladies and gentlemen.


My name is Mike Mueller, and I'm the Chairman of the National Coal Council.  



The Spring Meeting of the National Coal Council is hereby called to order.



This morning we're fortunate to have a number of very special guests.  We are pleased to welcome this morning the Assistant Secretary of Energy, the Honorable James Markowsky.  Also, we have the following speakers on today's agenda:  Mr. Walter Crickmer with Crickmer Company, LLC, and Mr. Roger Bezdek of MISI.



I am also pleased to recognize Mike Ducker of DOE's Office of Fossil Energy as a federal designated representative.  Welcome, Mike.



In addition to the speakers, we must also conduct the regular business of the Council, so we have a very full agenda.



This meeting is being held in accordance with the Federal Advisory Committee Act and the regulations that govern that Act.  Our meeting is open to the public.



I would like to welcome guests from the public who have joined us today.  An opportunity will be provided for guests to make comments at the end of the meeting.



Full and complete minutes of this meeting are being made as well as a verbatim transcript.  Therefore, it is important that you use the microphone when you wish to speak and that you begin by stating your name and affiliation.



Council members have been provided a copy of the agenda for today's meeting.  I would appreciate having a motion for the adoption of the agenda.



(So moved.)



(Second.)



MR. MUELLER:  We have a second.  All those in favor?



(Chorus of ayes.)



MR. MUELLER:  Opposed?



(No response.)



MR. MUELLER:  Thank you.  The Secretary's appointed several new members to the Council.  I would like to ask that if any of those members are here that they please stand when I call their names so we can recognize you.



Mark Ciavarella, Stock Equipment Company.  Kevin Crutchfield, Alpha Resources, LLC.  Marty Irwin, Indiana Center of Coal Technology Research.  Lynn Lednicki, Dynegy, Inc.  Masood Ramezan, Leonardo Technologies, Inc.  Donald Schneider, First Energy Solutions Corporation.  Mark Schoenfield, Jupiter Oxygen Corporation.  Bronco Terzig, Deloitte Services, LLP.


(Applause.)



MR. MUELLER:  Congratulations.  Congratulations on your appointment.  We're very happy to have you guys onboard.



Okay.  Next, we have the Honorable James Markowsky.  Dr. James Markowsky is Assistant Secretary for Fossil Energy with responsibilities for office operations and managing the oversight of Fossil Energy's Research and Development Program, encompassing coal, oil, and natural gas, and the U.S. petroleum reserves.



Dr. Markowsky began his career with American Electric Power Services Corporation in 1971 as a senior engineer.  He rose through the ranks of AEP to eventually become Executive Vice President in 1993 until his retirement in 2000.  Most recently, Dr. Markowsky was a consultant to the energy and electric power generation industries.



He holds a Bachelor's degree in Mechanical Engineering from Pratt Institute, a Master's degree and doctorate in Mechanical Engineering from Cornell University, and a Master's degree in Industrial Management from the Massachusetts Institute of Technology.



Please join me in welcoming Dr. Markowsky.



(Applause.)

Remarks


DR. MARKOWSKY:  Good morning, and thank you, Mike, for that very nice introduction, and on behalf of Secretary Chu, I'd like to thank Bob Beck for the invitation to speak with you this morning.



The Secretary regrets not being able to be here.  He's got a conflict in his schedule today.  So he just wanted me to convey his best wishes to a productive meeting for you and also his commitment to work with you to ensure that coal remains a critical part of a diverse energy portfolio for this nation.



But the Secretary's loss is my gain.  I appreciate the opportunity to be with you here this morning to follow up on my visit last December.  The last time we met, I provided an overview of Fossil Energy's research activities, I discussed our demonstration plant activities with CCS, and I outlined a couple of regulatory issues that were facing coal at that time.



Since then, there have been a number of important developments, particularly in regard to the progress of Fossil Energy's Research Program and also the creation of the White House's Interagency Task Force on Carbon Capture and Storage.



So this morning I want to update you on some of the challenges facing coal and how we are addressing them.  I will go over our Fossil Coal Program budget, FY '11, the need for first generation CCS demos, our vision for second generation CCS, also give you an overview of the three national lab partnerships we've established, and I also want to bring you up to speed on the progress we're making on the CCS Task Force.



This task force is a concerted governmentwide effort to tackle some of the tough issues facing CCS and develop a coordinated federal strategy for CCS deployment, and I see this as an important element in our effort to speed the development and deployment of CCS technologies.  So at the end I'll be happy to answer any questions if we have time.



Before I get started, I just want to mention to you that your proposal for the new study is before the Secretary and what is being proposed is basically going to complement what the CCS Task Force is doing and its issues relating to cost-effective deployment of CCS in the post 2020 time frame.  This is a very critical activity and your input, National Coal Council's input to DOE is going to be very important.



Let me just turn for a moment to some of the challenges facing coal.  Last time I mentioned the Coal Ash Rule.  EPA issued a two-option proposal to regulate coal ash.  



The first is a non-hazardous waste under Subtitle D of RCRA.  Key requirements there are to make sure the ash impoundment dams are sound, install basically and retrofit liners on ash ponds, and also monitor for groundwater intrusion.



The second is the hazardous waste designation under Subtitle C.  That's a very stringent tracking, reporting, storage, and disposal requirement which was their original thrust, as you recall before, and they've opened it up to these two options which we see as very positive.



EPA has proposed in this Subtitle C a special carve-out provision for coal combustion products.  Under the Hazardous Waste designation, they could be eligible for recycling and also reuse.



As I mentioned also, there's that new source issue being a major obstacle to upgrade and improve the efficiency of existing plants.  Clearly, we need to upgrade these plants because their efficiency improvement is the most cost-effective way in the near term to reduce CO2 emissions.  The problem, however, is the Clean Air Act and nobody wants to open that up.



There is a way around it.  Basically, if you can guarantee and ensure that the post-modification emission, tonnage emissions of the three Ps remain at the same level they were before modifications that will not trigger NSR.



I want to now just talk about some of the efforts we're doing in the coal area.  A key activity, of course, is to reduce the cost penalty of carbon capture and also improving the capability, permanence and capacity of geological storage and of public acceptance of storage.  This is a key thing, as I mentioned before.  We need to have the public be very comfortable with the concept of storing CO2 under their backyard.



We need to find a viable beneficial end use of CO2, also, because this is a valuable product, and, finally, the deployment of cost-effective CCS technology for both existing and new power plants by 2020.


I'd like to now just turn to our FY '11 budget.  The lion's share of our budget is addressing the challenges facing coal.  In FY '11, the Fossil Energy budget is 587 million.  Nearly 70 percent of that, $404 million, is geared towards our Coal Program.



This basically includes, very simplistically, about a $143 million for carbon storage, $65 million for advancements in pulverized coal power plants, and also advancements in post-combustion capture, 98 million is for advancements in integrated gasification combined cycle, IGCC, and $48 million is for computer modeling and simulation.



Now on top of that, we have $4 billion for CCS demonstration programs, 3.4 from the Recovery Act last year and 600 million from our Clean Coal Power Initiative Program.  We have allocated and obligated about a billion of that.  We've got two big activities that we haven't allocated yet, Future Gen which I'll talk about and our Industrial CCS activities.



These investments in these large plants are going to lay the necessary groundwork for the research requirements for deployment of advanced second generation technology.



The development and demonstration of cost-effective CCS technology will require a continued commitment both by the public and the private sector.



Right now we are pursuing large-scale demonstration of current first-generation CCS technologies.  We're partnering with industry on the first generation of large-scale CCS demonstrations in order to gain invaluable experience with integration of CCS into the electric power generation facilities and also industrial facilities.



First of a kind demonstration costs are high, but it's critical we integrate CCS into power plant generation facilities and industrial facilities to demonstrate reliable, predictable, and safe operations of these new processes.  So these first of a kind demonstrations are a necessary first step in developing CCS technologies.



I'd like to turn now to our Clean Coal Power Initiative 3 Program.  This was a coal-based power generation with CCS with CO2 either geological storage or beneficial reuse enhanced oil recovery or EOR.



We have selected five demonstrations under that program.  Three of them are post-combustion and two of them are integrated gasification combined cycle IGCC.



Recently, we awarded three under those projects.  We awarded American Electric Power's Mountaineer Project.  That's a post-combustion capture. It uses the Ostrum chilled ammonia process.  It's a 235 megawatt slip stream on a 1,300 megawatt plant.  They'll use that process to capture 90 percent of the CO2 and that'll be injected into a saline aquifer.



The second is the Summit, Texas, Clean Energy Project.  This is a coal production project.  It will produce a net of 270 megawatts electricity under an IGCC configuration and also produce urea.  It will have 90 percent capture.  It will capture about three million tons of CO2 per year for EOR.



And finally, as you may recall, Southern Company was selected.  They declined after we announced them and, of course, we had a list of very, very good projects and we were able to go right down the list and picked the next one, which was an excellent project also. 



It's NRG's Energy CCS Project in Texas.  It's post-combustion capture, a 60 megawatt slip stream on a 670 megawatt power plant, pulverized coal-fired power plant.  It's 90 percent capture again but using a floor economine process to capture.  It will capture 400,000 tons a year of CO2 and that will be for EOR, also.



Next, I want to talk about our Future Gen Project.  That's a 240 megawatt IGCC.  We are working with the Future Gen Alliance to find a viable path forward for this project.  The capital cost is envisioned to be over $2 billion.  Our main challenge now is to line up the funding for the project and looking for additional members for the Future Gen Alliance.  Currently, we are below our target of 20 members.



We have some heavy lifting, but I am very hopeful that potential members will come forward and join our team and make Future Gen a reality.  We're working hard on that.



Next, our third one is our Industrial CCS Solicitation and we had two parts to that.  The first one was for the large-scale demonstrations of CCS on industrial-type facilities.  We had 11 projects that we announced last year.  They went through a down select when they did their feed, their preliminary engineering design.  We're in the process now of doing that selection, the final selection, and we'll be announcing the results of that next month.



These typically include things like refineries, different types of refineries, ethanol production facilities, cement kiln type of facilities.



Also, the other part of that was beneficial reuse of CO2.  We had announced 12 projects that we were going to do preliminary engineering and then down select similar to the Area 1s.  These will be CO2 for use in either cement, plastic, algae.  We envision probably four to six of those 12 being selected and we anticipate announcing that in July.



So these are our three large-scale demonstration programs which represent current CCS technologies.  So we envision five to 10 large-scale CCS projects from these being online in the 2014 to 2016 time frame.



This is a partnership with industry where DOE's cost-sharing to the tune of $4 billion and industry's cost-sharing in excess of $7 billion.



We remain focused on driving down the costs of CCS which we're continuing to pursue in parallel with the first generation technologies.  The R&D we're pursuing and the cost reductions are to focus on two things:  to increase the power plant efficiency and also put forth novel and advanced technologies in the pipeline which will be key to achieving the cost-effective commercial demonstrations that we're striving for.



The kind of technologies that we're going to be looking at and are looking at are second generation post-combustion CCS that will be retrofitted to existing coal power plants.



We envision you can increase the efficiency from those plants by two or three percentage points at approximately 40 percent of the cost penalty compared to the first generation technology would capture.



Next, the Advanced Integrated Gasification Combined Cycle.  We're looking at efficiency advantages of five to seven percentage points.  This may eliminate the cost penalty of capture compared to first generation which is very exciting.



Ultra-super critical steam cycle plants with second generation capture.  Here, we're looking at efficiency advantage on a power cycle of over three percentage points and approximately one-third of the cost penalty of the first generation capture technology.



And finally, oxy combustion, the capture here is straightforward.  As you know, you're combusting pulverized coal in an atmosphere of pure oxygen, so your byproduct's essentially water and CO2 and the cost penalty here is about a third of that first generation.



Now to help with these technology developments, we also formed three national partnerships with PNNL, Lawrence Berkeley National Labs, Argonne, Lawrence Livermore, and C&D are working with our National Energy Technology Laboratory, NETL, in these partnerships.  We've got three areas.



One is focusing on computer simulation and modeling.  Here, we're addressing the length and expense of traditional development cycle from bench scale all the way to demonstration.  So we're going to be pursuing the development of a comprehensive integrated suite of computational system models for accelerating the process from bench scale to commercialization of CCS technologies.



The second one is going to be focusing on advanced carbon capture.  This again is a multi-laboratory collaboration on looking at the various different types of absorbent solvents to capture CO2 and significantly reduce the cost penalty.



Some of the activities, NETL working with Berkeley, basically collaborating on a mixture of various types of solvents and amines and also ammonia-based solvents to look at trying to reduce costs.  We already have found that we can reduce the cost penalty by about a factor of two.  We're striving to get it by a factor of three.



NETL with Argonne are looking at advanced oxy combustion for power plant cycles with Livermore.  We're looking at developing a polymer composite membrane that can separate and capture CO2 from syn gas stream and with Sandia, we're looking at developing computational tools to project what the existing power plant would be in an oxy combustion type of mode.



The third one is our National Risk Assessment Program Partnership.  Here, NETL is working with four of our national labs to develop the modeling tools for CO2 storage.



The focus is to quantify the residual risk in storage sites for post-closure which is one of the critical things of this long-term liability issue.  So the scientific underpinning of this model will ensure the projections of geologic storage that are both accurate and possible and that can be used over a variety of geological formations.



Some of the areas we're pursuing is system modeling for risk assessment, again to quantify that site-specific risk, ensuring protection of groundwater, as you can imagine, well bore integrity along with natural seal integrity, and also integration of monitoring and predictions on the impact on the reservoir stresses.



Now I want to turn to the program we have with CO2 injection and storage.  That, of course, is through our seven regional carbon sequestration partnerships which involve 43 states and several Canadian provinces.  We have over 500 stakeholders involved in this activity.



Basically, we're currently finishing up Phase II, which basically has been characterizing a number of geological formations across the 43 states and the Canadian provinces, and we're moving into what we call Phase III, which is the development phase.



There, we're going to have nine large-volume CO2 injection sites across the U.S. and Canada.  Over the next year, several sites will be injecting CO2 for this large-volume geological storage test.  This will be upwards of a million and a half tons per year and then monitoring it after that injection has taken place.



Our Southern C Carb Partnership in their Cranfield, Mississippi, site have already injected two million tons of CO2 into a saline reservoir.



We'll have four sites will begin large-scale injection by the end of 2012 where we will have upwards of eight million tons of CO2 injected by 2018.



So that's the current state of play in our CCS Programs.  Ultimately, we envision a new round of advanced CCS demonstrations in the 2016 time frame which would then position commercial deployment of advanced second generation technologies in the post 2020 time frame.



But here's the bottom line.  If we are to meet the challenges facing coal, we will need to accelerate R&D on advanced post-combustion and advanced integrated gasification combined cycle, so these technologies will be ready for demonstration in the second half of this decade and deployment, commercial deployment in the post 2020 time frame, and we must also develop the technical basis for CO2 storage and also gain public acceptance which is going to be an activity that is going to be more important actually in the technology development.  I think the technology development is going to be easier than getting broad-based public support of storage underneath their backyard.



But adequate funding for CCS research will be required for this critical development of second generation technology to make sure it's in place in the time frame.



Another issue will be can we fund all of the types of technologies that we currently envision on our plate and that will be some of the important issues we're going to be struggling with in the very near future.



I'd like to turn now to the CCS Task Force. Because coal is a vital component of the Administration's Energy Strategy and because CCS will enable the continued viable use of coal in our nation's energy mix, the President established this Interagency Task Force on Carbon Capture and Storage on February 3rd of this year.



The Task Force is the first-ever concerted governmentwide effort to develop a comprehensive and coordinated federal strategy to address the barriers of CCS and achieve cost-effective deployment of commercial CCS within 10 years.



The goal is to bring five to 10 commercial-scale demonstration projects online by 2016 and rapid deployment of CSS in the post 2020 time frame.



I am the co-chair of this task force along with EPA.  It's comprised of experts from 14 federal agencies and departments.  We have broken it down into six areas that will then be consolidated into a report and they are capture, storage, transportation, legal and regulatory issues, deployment, drivers and incentives, and CCS role in the Administration's Energy and Climate Change Policy, and global initiatives.


Public meeting was held two weeks ago in D.C.  We had over 240 people attend and another 200 people viewed the meeting via the Web.  Very good meeting, lot of thoughtful input, diverse views, and the discussions we had there and continue to have will be important for the task force to develop the report that's due to the President in August and we are on track to meet that commitment.


So that's the snapshot of where we are today. We're making progress on our programs.  The President supports our efforts.  He and the Congress have previously emphasized this support through ARRA funding and other funding.  Still, we need to accelerate coal R&D in order to develop second generation technologies and in the meantime, the CCS Task Force has made excellent progress to identify and address the obstacles and barriers to CCS and make sure the report, as I mentioned, will be ready for the President in August.


So with that, that summarizes my comments and basically if anyone wants to ask me any questions, if we have any time, Mike, be happy to.



(Applause.)



MR. BECK:  Thank you, Mr. Secretary.  If there are questions, please raise your hand and we'll get you the microphone so that the court reporter can get it recorded.



MR. ALTMEYER:  This is Tom Altmeyer with Arch Coal Company.  Thank you for coming over today, Mr. Assistant Secretary.



The media yesterday reported the Administration is advocating for an equal amount of loan guarantees in the Supplemental Appropriation Bill for Renewables and for Nuclear.



Conspicuous in its absence was any mention of CCS.  As you're well aware, nuclear renewables or CCS are all carbon abatement technologies.



Do you see any prospect for the Administration becoming more of an advocate in the loan guarantee front for carbon capture and storage?



The second question I have is you identified in your remarks the challenge of public acceptance of CO2 storage and long-term stewardship.  We've already seen an early situation in Ohio where a town council rejected a proposal to store CO2.



In your forthcoming budgets, will DOE Fossil be presenting any plan for public education on CCS storage?



Thank you.



DR. MARKOWSKY:  Thanks, Tom.  Tom, I think the first part of your question is going to be addressed by the CCS Task Force.  Basically that's another mechanism to overcome the barriers and that's one of the things that are going to be looked at.  So I think we're going to get a good idea in terms of what the recommendation will be from that task force and that's where I think our major effort's going to be.



This public acceptance, and it was on NPR this morning about Ohio, this is a major thrust of ours.  We just -- every week I'm meeting with the regional partnerships, the seven of them.  Yesterday we had a wonderful meeting with one of the partnerships and we had their public outreach person there and she presented -- she has been doing this in five of the states, Texas and all the way up to Montana, and she developed this web-based approach, did a lot of outreach and did a lot of focus groups, but came up with this web-based approach where people can go and get information on CCS and a game for kids because we've got to get the younger population informed on CCS.



When you go and talk to them, except my girls, basically they'll tell you renewables will do everything and we need to educate them that coal is very important.



Yes, we are focusing on this and each one of our partnerships has an extensive outreach program.  We need to do more.  We need to do more with the federal regulators because they've got to be informed.  So that's a key part of our activities, Tom.



MR. ALI:  Mr. Secretary, regarding the CCS Task Force -- my name is Sy Ali with Clean Energy Consulting.



Regarding the CCS Task Force, what is the avenue for public to participate and contribute?



DR. MARKOWSKY:  Sy, we had that stakeholder meeting.  Sorry you didn't get that announcement.



But we have a website.  You can get the website is Fossil website.  You can get on to it, www.fossil.gov.  Basically, you'll go down, you'll see CCS Task Force.  You can click on to that and you can send in your comments and that's the easiest way to do it now.


MR. NEWELL:  Don Newell, Kentucky Energy Cabinet. 



Back to the beginning of your presentation, you listed two options for coal ash, one to be a non-hazardous waste with retrofit requirements on storage and the other as a haz waste with carve-out for reuse.



I take it or should I take it that the continuation of coal ash being characterized as a special waste, i.e., the status quo, is that an option or is this a done deal that it's going to change?



DR. MARKOWSKY:  I think you got the two options there.  The status quo will be classified under Subclassification D, but you're going to have to make sure that your impoundment dam meets certain regulations that it's not going to rupture and fail as we had in Tennessee TVA, and also there's a major concern, and we've been working with EPA on this, major concern on groundwater contamination.



So I don't think they're going to relax on the liner provision.  I think there's a significant step forward because, as you recall, their initial thrust was going to Subtitle C and that would have been very costly.



MR. BAJURA:  Mr. Secretary, I'm Dick Bajura with West Virginia University.



Given the unfortunate situation and what's happening in the Gulf with the oil leak, will Fossil Energy have increased interest on coal to liquids kind of technologies?



DR. MARKOWSKY:  I can tell you the oil leak there is taking the Secretary's attention and all of ours.  We're working on that, trying to find a way to stop that leak.  It's just a disaster from an environmental point of view.



Dick, we've been looking at coal to liquids there and there are a number of activities.  I think coal to liquids is going to find an avenue through coal biomass to liquids because the issue with coal to liquids, if you look at the process, basically you have a footprint that is greater than the crude footprint, but if you look at the process where you go from methanol to gasoline instead of going to diesel, like the Exxon process, you basically have a footprint that's neutral and then if you blend like eight percent biomass with that, of course, that's a gasification facility, then you liquefy it, you basically have about a 20 percent reduction in that carbon footprint.



I think that's a very attractive thing.  It's mentioned in a strategic program that we are working on in Energy that coal biomass to liquids is a very attractive thing.  When you take a look at trying to reduce 83 percent of the CO2 by 2015, of course, power plants can do that, but the mobile source is going to be difficult.



So I think having processes where you can do that would be an avenue, along with biomass.  I mean biomass is another big one in terms of direct conversion.  So I think it's going to be elevated, yes.



MR. BECK:  We have time for one more.



(No response.)



MR. BECK:  Okay.  The Secretary's indicated that he's going to step outside and chat with the media for a little bit.



Jim, we thank you for your time this morning, really appreciate you coming over and visiting with us, and we look forward to continuing to work with you guys, especially on the next study that we got coming up.



Thank you.



DR. MARKOWSKY:  Thank you.



(Applause.)



MR. MUELLER:  Thanks again, Jim.  Our next speaker is Walter B. Crickmer.  Walter is the owner and president of Crickmer Company, LLC, a natural resource consulting business.



Mr. Crickmer is also co-owner of Mountain Forest Products in Capco.  Prior to 2004, Mr. Crickmer spent 28 years with the Pittston Coal Company in various executive capacities, including Vice President of Virginia and Kentucky Operations, President of Clinchfield Coal Company, President of Jewel Ridge Coal Company, and Vice President of Allied Operations, including oil, gas, and timber.



Walter lives in Abingdon, Virginia, with his wife Janet.



Please join me in welcoming Mr. Crickmer.



(Applause.)

Presentation on Biomass/Coal Blending to Generate Electricity


MR. CRICKMER:  As Mike said, I spent most of my career in the coal industry, but for the last six or seven years I've dabbled in oil and gas and timber and coal, also, but in the last 10 years, I've been involved in the wood business and so as this new biomass industry has sprung up in America through all the new different global warming theories and the fact that wood is basically carbon neutral and etcetera, the business has sort of got us a little bit upset to a degree on where is all this going to come from, how much is it going to affect the coal industry?


Being a coal guy, everybody comes to me and says, you know, how much is this really going to affect our business?  Where's it going to come from?  Is the wood out there?  



So these are the questions, you know, I get asked a lot which were, you know, U.S. renewable portfolio standards, what are they?  What aspect does the new biomass energy business have on the coal industry?  When will it really have any significant impact on current power generation?  In Appalachia, is there enough biomass to support any sizeable biomass business or industry?  What long-term effects will the biomass energy business have on industry as a whole in the U.S.?



So, you know, our company, Mountain Forest Products, you know, we're in the business and we produce biomass and chips and so as the renewable portfolio standards, I'm sure all you all are aware of this, that, you know, all these states and government entities and academics came out with these portfolio standards for renewables, you know, with timelines and dates that we'll meet these various renewables from solar, which seems to be coming out West more so, and, you know, landfill gases and hydroelectric, the new hydroelectric.



The fuels, biodiesel, ethanol, methanol, fuel cells, I have met many times in the last couple of years with people wanting cellulosic ethanol plants, you know.  Could we support them with our wood, you know, products business?  Well, how much wood do you need for these plants?  Oh, we need a million tons a year.  We need this or that.



I sort of scratch my head.  You know, biomass is our business.  You know, we've been in it for a long time and, you know, historical biomass wood uses, as you all know, is wood housing construction, lumber flooring, OSB, pulp and paper industry, big piece. Cellulose wood fiber is in almost everything, you know. It's the thickening agent in fudgesicles to toothpaste.



So what about this new biomass industry in the U.S.?  Well, it's wide open.  Power companies we meet with all the time.  Palletizing plants, home use palletizing plants, export pellet plants, cellulosic, you know, ethanol, all kinds of businesses are getting into the business.  Everybody needs wood.  Everybody needs biomass, wood fiber.



Power companies are trying everything from wood dust from coal train shipments, all different size of chips, you know, in existing coal-fired power plants.  The torified wood is interesting.  I think it's got potential, assuming you can find the biomass to produce it.  I think it can be charcoaled and blended with coal and used in existing coal-fired power plants.



Fuel power plants is a great thing.  They use all different types of fuel, biomass being one of them. I think it has a lot of promise and, of course, biomass power plants and, you know, being in Appalachia, from Southwest Virginia, and spent my career working in coal in West Virginia, Kentucky, and Virginia, and, you know, as I sat there in this business meeting with all -- you know, a lot of people in this room's companies, I want to build a biomass power plant.



Well, how big a one you want to build?  Well, you know, 50 megawatts, want to use 600,000 tons a year biomass.  Okay.  I can build five of them.  I need six of them or I need eight and you look at this and you start thinking about the renewable portfolio standards which everybody has to meet, right, because of these goals and, you know, you look at the solar and wind and you think, well, really, the bang for the buck is going to come from biomass because we have all these trees.  You know, they're everywhere.



So Mountain Forest Products has been around for awhile and we're privately-owned by myself and a couple friends.  I started it with Pittston back in the late '90s and built the sawmill and the chip mill and it's an independently-owned business.  Most chip mills are owned by paper companies, but we are truly a merchant mill and we serve the paper industry and the wood products business and biomass industry from our facilities in Southwest Virginia.



We bring in and produce 250,000 tons of paper quality chips.  So what that is is exactly what biomass is.  It's a wood chip that's been debarked down to half percent bark content and it goes to make white paper.  We sell to all the major players and we bring in 12,000 truckloads of pulpwood which is what we make the wood chips from and biomass, 10 million board feet of saw logs and poplar pliters.



Poplar pliters are poplar logs that are used to make plywood.  Plywood is made of layers of poplar layers of poplar that's been delathed out in one-eighth inch sheets glued together and it's a very good business for us.



50,000 tons a year of residuals of biomass.  The business, you can see it, there it is, unit trainload out, logs and chips and big cranes, lot of trucks and so we have many contract logging companies working for us on loan, on a leased and loaned acreage.



Although pulpwood is the MFP's major input, it is not only the wood that grows in the forest.  The main thing, the balance between pulpwood and graded saw timber requires a constant effort.  You know, Appalachian hardwood forests is characterized by exceptional diversity of wood products.



On one acre, this is a typical scenario, this is from Pennsylvania people to Tennessee to Georgia, in Appalachia, where everybody's looking at biomass power plants and biomass everything, ethanol plants or whatever it is, in Appalachia is in the Eastern United States, we think an average acre and these numbers come from the academics and from our forestry staffs and forestry associations and our basic average on that one acre, you got 24 tons or 3,000 board feet of saw timber.  You've got pulpwood greater than four inches which is biomass which is the stuff we use to make white paper chips or make biomass for energy and we got residual biomass 16 tons which is the tops and limbs.



If we could recover them all off that track, that's basically the weight of that one acre of timberland in Appalachia.



If you look at the composition by weight, you see there that between the high grade saw timber, 17 percent, the low grade saw timber, 13 percent, you got 20 percent of residual biomass and 50 percent of pulpwood.  So you got 70 percent of the weight per mass per acre in Appalachia is residual biomass and pulpwood which is what you need for energy.



Well, you look at that by value.  Here's the value.  Gray logs today at about a $150 per thousand board feet represents $450 per acre, pulpwood at a $1.50 per ton, that's stumpage rates to the landowner, is $60 a ton, residual biomass, if you get all those tops and limbs out of there, that's another $24.  So you got $534 of stumpage value going back to the landowner.



The landowner being private people, major TMOs, timber investment management companies, the Plum Creeks, the Hartwoods, they're out there buying up millions of acres of Appalachia and this is what they expect to get back off that stumpage they paid for.



But you look at that by value.  High grade saw timber, whew, big value.  That is where the money is on the stumpage of Appalachia hardwoods where your biomass has to come from.  It's in the saw timber.  The hardwood pulpwood and the biomass, it's a little bitty piece.



So you look at that.  This is telling you that what supports the landowner, what supports the logger, what few loggers are out there, has to come from the saw timber.  If you ever want any biomass to any reasonable amount, you've got to have a market for the saw timber, the logs.



So you go on and you look down here on no exceptions, plywood production, the ultimate market is the three major classes of forest products in Appalachia.  Lumber housing construction, pulpwood, biomass and energy.



Here, new home construction where the saw timber's got to go to.  You look back at 2005 to 2009, we're doing really good there, you know.  We're going into this recession here in 2008-2009.  I think 2010 numbers will probably be worse.



If you look at per thousand board feet, the impact on the price of hardwood, this is one common green, we've gone from $1,400 down to $500 per thousand.  So what's that tell you?  That tells you that 40 percent of the Eastern United States sawmills, they've shut their doors.  They've gone out of business.



Here's the big number.  Consumption of hardwood lumber, which has to happen if you're going to produce biomass to any degree to blend with coal or to run biomass power plants or anything else in Appalachia, you've got to have a market for hardwood lumber and here's the number.  What's that tell you?  We got a problem.  



Currently the principal source of hardwood fiber and paper industry of biomass are sawmill residuals, chips, bark and sawdust which they're going out of business.  Probably 40 percent has closed in the last 18 months.  



Consequently the supply of these products has fallen notwithstanding the stated demand for pulp and paper and the growing demand for bioenergy.  They're still going down because nobody's buying any saw logs.

In addition to the declining market for saw logs and the rising operating costs have placed on the logging industry and the severe financial pressure, this has forced many logging operators out of business.



I used to have 32.  I got 13, and I can't buy one.  There's nobody going into logging industry in Appalachia, West Virginia, Virginia.  If you're a young hard-working individual, where are you going to go to work?  What few ones want to work with their hands or work in the mines or work in the oil and gas industry or the timber industry, where are you going to go?  I'm not going to go work for a logging company.  I'm going to go work for Alpha or for Peabody or somebody.  I'm going to make some real money because I don't mind working hard and I'll get the biggest bang for the buck.  Nobody's going to be a logger.  I have that problem for the last five years. It's getting worse and worse.


In the existing environment, therefore, wood energy from Appalachian hardwood forests can only be procured by outbidding current users for declining volumes of sawmill residuals, chips, bark and sawdust, developing infrastructures to process and transport limbs and tops that are currently being left in the woods, which is a minute amount, right, creating a new economic model for compensating landowners and loggers for the production of biomass.



You know, you just saw the charts.  The value that guy bought that surface, owns those trees, 80 percent of that value is in those logs.  You know, the biomass and the pulpwood is a small piece.  So nobody's going to go into Appalachia and say I'm going to log for biomass.  It won't happen.



While woody biomass is competitive with other fuel sources, this is a pretty good number, coal at $75 a ton, gas at $4 MCF, biomass is sort of even.  The current forest model will constrain rapid expansion of biomass production using traditional model.  For biomass to count, this is just -- look at this.


You all saw the renewable portfolios.  We're going to be at 15 percent here, 20 percent by 2020, 2018, all these great goals.  For biomass to account for 10 percent of West Virginia's annual electric consumption, 3,000 million kilowatts per hour, the required annual biomass production will be 4.6 million tons or 380 megawatts of installed capacity at 12,000 tons annually per megawatt and that's about what you're seeing when you're building a 50 megawatt plant for 600,000 tons a year of use.



This would require harvesting 76,000 acres of hardwood timber annually, the absorption of 213 million board feet of hardwood lumber, and the operation of 19 chip mills just like mine, you know, in West Virginia.



So something's got to change for biomass to ever get produced to any significant volume to affect anything in Appalachia to support biomass power.  The biggest thing is you've got to have a market for all those trees and logs and we don't have one.



While woody biomass has much promise for significant fuel, significantly expand production of power from the fuel source in Appalachia will require the building of logging forests with increased capitalization to recover biomass currently left in the woods, a new model for compensating landowners, that's Appalachia.  That's Virginia, West Virginia, Ohio, Pennsylvania.



Let's move forward to the South and what's going on for biomass.  You guys in coal, power companies want biomass to make fuel, government and everybody's great renewable portfolios.  So Forest is a company that monitors new stand-alone wood-consuming projects kind of on biomass in the Southeast United States.



Now I realize that pulp and paper plant, International Paper, whoever it is, their plants consume two-three million tons a year of biomass, pine, hardwood biomass.  They've been working there for 50-75 years developing tracts of timber, pine stands, replanting those stands, working down there in the Southeast United States in their little wood baskets, trying to stay alive, compete on an international market against Brazil and Indonesia and everywhere these new paper companies coming onboard.  They have to compete internationally.



So here all of a sudden the biomass industry, new projects coming online in the Southeastern United States, they project by 2020 they're going to have to produce 46 million tons of new biomass.



Now those little guys in the paper industry, they got to compete head on against these export pellet plants coming in from Europe right now getting built in the Southeastern United States that's going to consume two and three million tons a year of the same stuff they're using in their paper plant and they're exporting it to Europe and they're selling on the shores over there in London or in France at $200 a ton. That's like us coal guys, right?  It's a good business to be in.  But if you're down here trying to come up with fiber to run your pulp and paper mill, you got a problem.



Here's just some projects coming on down the line.  There it is.  By 2020, 46 million tons of new production of biomass.  I don't know who's going to log it.  There's no loggers out there.  But if you can find the loggers, these guys are going to be sucking the world up.



The previous slides don't include anything to do with Virginia, Pennsylvania, West Virginia, Kentucky.  You know, we have a new proposed AEP plant proposed in Hazard, Kentucky, which is in my wood basket.  I reach out a hundred miles in winter time, a hundred miles to truck logs, pulpwood, into my chip mill, all the way to Jackson, I-75.  I'm in Southwest Virginia.  In the winter time we get wood to feed my 250,000 ton a year chip mill to produce pulpwood to sell biomass and pulpwood out of.



In the middle of that wood basket, here's a new biomass power plant coming online.  What are you going to consume?  600,000 tons a year.  That's cool. That's three times what my chip mill produces and you're 30 miles away from my facility.  Where are you going to get that?  I don't know.  Government supported it.  You know, we're going to build it.



So, you know, you look at this, knowing the fact, where are we?  I personally believe, this is Walt's opinion, very little impact of biomass in the near term.  I just don't see where it's going to come from, who's going to -- there's plenty of trees, people, but there's zero infrastructure for logging and if you're the landowner, you're not going to go out there and cut those high-value trees down and sell them for $30 a ton of biomass.  So something's got to change.



So we just guessed at this.  At 10 percent proposed project would really happen, where is the price of biomass going to wind up?  $50 a ton?  $60 a ton?  Who knows where it will end up.



So the landowner has to get a return on capital.  That's a given.  That will happen.  Based on the BTU content, biomass will continually raise the country's electric bills.  There's no doubt about it.  It has to.  You just saw the actual slides, the numbers.  There is no way on a BTU basis that you can make and produce biomass and feed these biomass power plants at anything near to what we're currently doing it for.  It could be double or triple.  So it's not the right thing to do to me.



More than likely, if we continue on the path in the Southeast United States we're on with these giant European companies coming in sucking up all the biomass for export to meet their energy portfolios in Europe, we'll probably drive out one of our main economic corner blocks of America, the pulp and paper industry, and that's probably the likelihood of what's going to happen if something doesn't change in the big picture.



Thank you.  Questions?



(Applause.)



MR. BECK:  Thanks, Walt.  I'm happy to hear you're so positive about it.



MR. CRICKMER:  Well, I've been dealing with it every day.



MR. BECK:  Question up here.



MR. CRICKMER:  Go ahead, Marty.



MR. IRWIN:  Quick question.  Marty Irwin, Indiana Center for Coal Technology Research.


When you're talking about the per acre basis the hardwoods to the residuals to the pulpwoods, about 80 tons, what is the turnaround time to where that acre will produce that much wood again?  Once you clear it, when does it grow back?



MR. CRICKMER:  Well, realize that hardwoods rengerate off the root structure when you cut a hardwood down.  Pines you replant.  Pines have accelerated growth.  You might get a decent pine tree, and I'm not a wizard, I'm not a forester, I'm a coal miner, but what I understand is you can get a decent tree for going back to pulp in 18 to 22 years on the pine side and on a hardwood stand, if you look hard at the poplar, it's the fastest-growing piece, we have these new hybrid poplars that are really pretty good, you might make it in 40, but, you know, Appalachia hardwoods are a diverse group of trees.



You've got the red oaks, the white oaks, the hickorys and maples and everything, and I think you really have to say 50 years probably to get the whole thing, you know.



MR. BECK:  Question, Ram.  Let me get up there.



MR. NARULA:  Ram Narula from Bechtel Power.  People are talking of switch grass because it grows much faster than the wood example.  Will not that have a market?



MR. CRICKMER:  I'm sure it will.  I'm just not familiar with switch grass, you know, and being that I'm an Appalachian guy, we don't have a lot of switch grass acreage, I don't think.



But now if you're in the Midwest or in that area, I'm sure switch grass would come into play a lot more.  You know, we just deal with the trees in Appalachia more so than we do switch grass.



MR. NARULA:  Thank you.



MR. BECK:  Time for one more.  Anything else? Am I missing anybody?



(No response.)



MR. BECK:  Okay.  Walt, thank you very much. We appreciate your presentation.



(Applause.)



MR. MUELLER:  Thank you, Walter.  Okay.  Next, we're going to move on to Council Business.  I would ask that Mr. Joe Hopf, our Finance Committee Chair, come up and give the Finance Report.

Council Business

Finance Report


MR. HOPF:  Thanks, Mike.  Yesterday at the Executive and Finance Committee meetings that we conducted in the afternoon, we reviewed -- both committees reviewed and approved the 2009 Audit that was conducted of the financial statements of the Council.



This audit was conducted by the firm of Chagonas and Wilson.  It was presented to the committees by Mr. Ted Chagonas himself.  So at this time, I would like to make a motion that the Council approve and accept the audit report for 2009 that was approved yesterday by the Executive and Finance Committee.



Do I have a second?



(Second.)



MR. HOPF:  All in favor?



(Chorus of ayes.)



MR. HOPF:  Opposed?



(No response.)



MR. HOPF:  Mike, that concludes my report.  Thank you.



MR. MUELLER:  Thank you, Joe.  Next, Mr. Larry Grimes, National Coal Council Secretary, will give us our Secretary's Report.

Secretary's Report


MR. GRIMES:  Good morning.  It's indeed a pleasure for me about every two to three years to include in my report a bit of a tutorial session, particularly aimed at new members but also for all of us, to help us understand how we organize ourselves, how we're structured, so we can carry out our assignment.


Just a quick review of how we came to be.  Back in the early '80s, the days of the Reagan Administration, it was decided that the coal industry needed a voice from a citizen-based group, like the petroleum industry had, and as a result my understanding is President Reagan asked Don Hodell, then the Secretary, to take steps to do this.


In 1984, Don Hodell asked my then law partner, former Governor John Dalton of Virginia, to undertake this task and the Secretary then made -- John said yes and the Secretary made a few appointments and then completed a group put of some very key people to consider ways to do this.


Included in that early group which met some time in the summer or fall of 1984 out at the Dulles Airport and I happened to be there with Governor Dalton, included were some of the founding members of our group and I remember a few who were there.  I hope my memory is totally accurate and I know I may have forgotten a couple, but people like Hayes Watkins, Bobby Brown, Bob Quinan, Gene Samples, Arch Moore, and others were there, and it was decided first to pass the hat and it was the first time I ever had to write a check to play but we did, and the group then tasked John and me to figure out how to do this.


So from the deliberations that occurred in the fall of '84, we came up with the structure that is in place today.  I have been at the practice of law for a long time now and I have a personal pride in the way we approached that task and the results that came out of that and I'm going to pound my chest a little bit because very often after you finish your career, you look back and say, you know, did I make a difference?



Well, I think we came up with something that has made a difference and here's what it is.  You'll hear the word or the acronym FACA a lot in our work.  Federal Advisory Committee Act is our bible.  Everything we do here has to be in conformity with that or we can't do it and our work is rendered useless.



The DOE is a co-chair of this group and this group's authority emanates from the charter which is granted by the DOE and by the Secretary himself or herself.  The Secretary appoints the members.  Each of you has received an official appointment.



As a citizen, one of the early battles was making certain that you weren't characterized as a special government employee because if that had been the case, you would not be able to serve for the most part because of conflicts of interest provisions in the Government.



So we decided that we would take on the task of figuring out what if this happened, what if that happened.  That's the way I like to practice problem-solving in the law and we decided that through our research we had identified, oh, well over a hundred different FACA committees in the government, but none of them seemed to offer the kind of protection which was on my mind at the time; that is, to create a structure which could withstand an assault by opponents and I could see that coming.


I mean, I'm not omniscient.  It was just there.  We could see that there were going to be people who did not care for our business and would do everything possible to eliminate it if they could.  So it came to my mind that what we should try to figure out was a way to create an organization under the Federal Advisory Committee Act which would solve certain problems and the structure that I came up with was twofold.



First, visualize a council.  All of you are members of a council.  That's an appointed position.  The council itself elects but two officials, the chairman and the vice chairman.  The chairman then in turn creates and appoints an executive committee consisting of about 15 or 16 people and that rotates over the years to serve as a bit of a steering committee.



The National Petroleum Council actually has a steering committee, though they do not have the structure I'm talking about.



Now, the second part of the structure that we created back when was to create an umbrella organization over the Council as a council and we call this organization the National Coal Council, Inc., and it is a not-for-profit Virginia corporation of which every member who's appointed to the Council is also a shareholder and whose officers are the same officers as the Coal Council.  So the chairman of the Coal Council is also the president of the National Coal Council, Inc., and so on, and this umbrella organization has been established in order to do the housekeeping for the National Coal Council.



We enter into leases.  We hire staff.  We come up with a voluntary dues structure and go through the motions of collecting enough money to support our efforts, and we serve in effect as the umbrella housekeeping organization.  It is a totally parallel organization.



It has bylaws and in these bylaws we formalize many of the requirements of the Federal Advisory Committee, so that we can all do our work and not be afraid of an attack.



In fact, we have had scrutiny of the Inspector General's Office of the DOE just a few years ago when somebody got Senator Lieberman to write a letter, I think it was probably some of our friends down the street here in town, but we had an investigation of our processes and I'd like to report again and we reported it at the time that we came out with a clean bill of health.  We have followed our processes.  The processes protect our work and remember our work is one thing:  an advisory opinion or a document in writing that goes to the Secretary of Energy.  That's the sole reason for our being.



Now we, from time to time, of course, tell people around the media and otherwise what our opinions are, but if we adopt our opinions in accordance with the process which we have, then these opinions stand as an opinion of the National Coal Council, a cross-section, a diverse group of citizens who serve voluntarily and pay for themselves.  This is not a government-supported operation.



There are some advantages of the Council.  I want to talk about those.  I mean of our dual structure in the Council.  There are also a couple of things we have to remind ourselves, particularly our new members, about.



Being a member of either of these groups, and you're all members of both, does not give you in any way, shape or form any protection against violations of the federal antitrust laws.  I caution you we cannot exchange casual or otherwise proprietary data or any of the kind of data that would get you in the limelight from the regulators who might assume that maybe prices and quantities and that sort of thing are being discussed.  Now and then in our studies we run across this issue and we have processes and procedures to deal with them.



Secondly, this Administration has adopted a policy which is not contained in FACA or any regulation I'm aware of that lobbyists are not able to serve.  That has not been the case in the past and as far as I'm concerned they just decided it as a policy question.  However, because we serve them, we have to observe this policy question.



So if any of you are registered lobbyists, please give me a call.  We need to talk about it before somebody gets criticized.



The work of the Council, just a little bit about that.  Because of the dual structure, we are able to subdivide our work into sort of two groups.  Now, FACA requires that deliberations on opinions or reports that we adopt have to go through a public scrutiny scrubbing process and we have a two-step process that we do that with.



First of all, there is a standing committee of the National Coal Council called the Coal Policy Committee, currently headed up by Fred Palmer, and that group will take the accumulated drafts and data that workgroups have assembled for consideration by the Council and that group will scrub that and debate it and deliberate it on the record at public meetings.  That's the first vote, the first formal vote on anything we opine.



The second step is the full Council will then take that report, as scrubbed, and go through the same process all over again.  So there are really two public bites at the apple for the work that we do.  This has proved to be very satisfactory.  We get lots of different opinions.  We get lots of diverse ideas as to how to say things and which things are important and so on.



But below all that in the National Coal Council, Inc., we've already had a workgroup of volunteers, members and non-members, who do the drafting and pull together the data for the public deliberation and scrutiny.



Now, when we launch a new study, as we're about to, we will ask for volunteers to serve on the workgroups and that can be by you, the members, and that can be by people in the staffs of your companies and we always welcome input and we welcome participation because if you'll take a look at our past studies, they include a lot of very thoughtful, brilliant ideas, expressions of opinion, and statements of facts and much of that comes from volunteers who are not even members of our Council, and they are participating in the drafting and the assembling of data.



Then the members have a shot at what they proposed and we go through that other process I mentioned.



Now, if you have any questions as we go forward, please give me a call.  You can call Pam.  She can get ahold of me.  I'm an outside council.  At the time we first started this, I used to run the office of McGuire-Woods.  Several years ago, I decided that it was time for me to step away from a big law firm, but I still enjoy this role and I'm open to all of you and we can sort through whatever problems you might have.



Mike, I think that that's probably all I need to cover right at the moment.  I'll be around for lunch.  If you have any questions, come up and talk to me.  It's been a true pleasure for me to serve with such distinguished ladies and gentlemen.



Thank you very much.



(Applause.)



MR. MUELLER:  Thank you, Larry.  Next on behalf of the Nominating Committee Chair Georgia Nelson, our Executive VP, who's walking up the steps right now, Mr. Bob Beck will give our Nominating Committee Report and conduct the Election of the Council Officers for the 2010 and '11 term.

Election of Officers for the 2010/2011 Term of the Council


MR. BECK:  Thank you, Mr. Chairman, and just to let you all know, one of my many successes in life is that I've successfully flunked out of law school, so I will be one heck of a lot shorter than our General Council just was.



Georgia Nelson, Steve Leer and Joe Kraft, all former chairs for the National Coal Council, formed a Nominating Committee in order to put before you a slate of candidates.



As Larry indicated, we have two elected officials, the chairman and the vice chairman.



We traditionally have the Nominating Committee made up of former chairs and those three volunteered and Georgia apologized, she was intending to be here.  She called me just a couple of days ago and there was a family issue and so she had to remain in Chicago.



However, she asked that I present to you in nomination form for the office of chairman Joe Hopf, Jr., and for the office of vice chairman John Eaves, and at this point, Mr. Chairman, I would open it for any other nomination from the floor, and seeing none, I would ask for a second to the -- actually, I'm not a member.  So I need to ask for a motion and then a second for that slate.



Manoj Guha will motion, Jackie Bird will second. 



All in favor?



(Chorus of ayes.)



MR. BECK:  All opposed?



(No response.)



MR. BECK:  All right.  Mike, you're off the hook.  You're done.  And I personally want to thank Mike.



While all of you folks work directly for the Secretary of Energy and are appointed by the Secretary, I am not.  I work for you.  You guys hire me and I guess technically that means I have about a 114 bosses, but my real boss happens to always be the chairman and I've had the pleasure of working with Mike in that capacity for the last two years and prior to that as the vice chairman, as well, and his leadership has been dramatic in getting the Council into the position that it's in right now, along with all of your participation.



So I always tell people one of the hazards of the job is that I get a new boss every two years but one of the benefits is I usually get to pick them.



So with Mike, I think we made an excellent selection and I would just like to lead the applause in thanking him for his work.



(Applause.)



MR. BECK:  And because we are changing officers, I would suggest that we take just like a five-or-seven-minute break to allow us to do that and then when we come back, we will go back on the record and finish our program.



Thank you.



(Recess.)



MR. MUELLER:  Before we get going, I just wanted to again congratulate both Joe and John on their elections.  So if everybody could please give them an applause?



(Applause.)



MR. MUELLER:  Also wanted to say thank you for allowing me to serve for the last four years as your vice chair and your chair.  It's been quite an honor and privilege.  So thank you very much.



And with that, I'll hand the baton off to Joe.



(Applause.)



MR. GRIMES:  How is that for being impertinent and jumping in before my new chairman?



There was one thing on a sad note that I wanted to mention.  Our first executive director Jim MacAvoy passed away since our last meeting.  Many of you know that.  We tried to get the word around, but if you don't, he finally ran out his string and his ashes have been strewn over his beloved Chesapeake Bay, not in Ohio, I want to note here, but his wife is doing fine and I'm sure we'll all remember him and he, of course, was the first guy that helped us get off the ground and served for many years.



Thank you.



MR. HOPF:  Thanks, Mike.  I would just like to say it's been really great working with Mike the last couple years and look forward to working with all of you in the next few years.



At this time, ladies and gentlemen, we are back on the record and I would like to introduce our next speaker, Dr. Roger Bezdek.



The doctor has 30 years' experience in consulting and management in the energy, utility and environmental regulatory areas, serving in private industry, academia, and the U.S. Government, and is the founder and current president of the Management Information Services here in Washington, D.C.  It's a based economic energy research firm.



His consulting background includes energy technology and marketing forecasting, oil, coal, natural gas, nuclear energy analysis, estimating the impacts of renewable energy and energy efficiencies, assessments of the DOE Energy and Research and Development Programs.



Dr. Bezdek received his Ph.D. in Economics from the University of Illinois in Urbana.  He's an internationally recognized expert in economics and energy analysis and forecasting and has testified frequently before federal, state, and city governments.



He is the author of over four books and 300 articles in scientific and technical journals and serves as an Editorial Board member and peer reviewer for various professional publications.



Please join me in welcoming Dr. Bezdek.



(Applause.)

Presentation on Green Transmission:  An Opportunity for Clean Coal Technologies


DR. BEZDEK:  Thanks for the introduction and it's a pleasure to be here.


What I'm going to talk about a little while this morning, I think, is a very fascinating and interesting topic, as you'll see shortly as I get into it.  Basically, what are the implications of this thing we keep hearing about, green transmission for the nation's utilities and for coal in particular?



There's been a lot of talk in recent years over the desirability for green transmission.  Basically, it's transmission lines restricted exclusively to green power, solar, renewable energy power.  There have been bills introduced in the United States Congress, in the Senate, by Harry Reid, the Majority Leader, Representative Insley from Washington State in the House, essentially that would mandate and fund transmission lines that are restricted only to electricity produced by "green" sources.



Now there's a problem, actually there's many problems, as we'll see, potentially with this, one being that once the transmission lines are built or proposed to be built, state and local jurisdictions are reluctant to allow them through their territory unless their clients, their customers and their power plants have access to the transmission.



Thus, if they come anywhere near proximity, for example, to existing coal-fired power plants, there will be tremendous pressure to allow access to the transmission line from existing power plants.



What is this going to mean for renewable energy?  What's it going to mean for the nation's electricity grid, for electricity prices, and for coal? That's some of the issues I explore here this morning.



The approach I'm using is to look at, first of all, what is renewable energy and if we're talking about serious increments of renewable energy, as the previous speaker mentioned, Walt mentioned, there are many states that have already introduced renewable energy portfolio standards or renewable electricity standards requiring by a certain date that 15-20-30 percent, whatever, of the jurisdiction's power be produced by renewable energy.



Where's this renewable energy going to come from?  Where in the country would it be generated?  Where does it have to go?  Where do the new transmission lines have to go?  What's the cost of the transmission going to be?  What's the likely costs of these new renewable energy plants and the electricity produced by them going to be?  What's the impact of the new transmission on existing coal-fired facilities?  What's the comparative costs of the new renewable energy from existing renewable coal facilities?  What are some of the economic, technical, and regulatory issues involved, and what are the potential findings and implications of all this?



There are different types of renewable energy.  This is from a study by J.P. Morgan late last year that just looked at a hypothetical 15 percent U.S. renewable electricity standard by 2020.  If we wanted to achieve something like this, this is something like the percentage you'd have to get from the different existing sources that are classified as renewable energy.  It's better indication on this graph here.



Most of it or a lot of it anyway would have to come from wind and biomass, to a lesser extent geothermal, solar thermal, and photovoltaic to get up to that 15 percent of total electricity generation.



You can argue with the different, you know, percentages, maybe more wind and less biomass or more solar thermal, less PV, whatever, but this is generally what we're looking at.  So we're looking at, in terms of percentage increases, even though the bars for solar thermal and PV, for example, are relatively small, we're talking about orders, many orders of magnitudes of increase from current production, same thing for wind and the same thing for biomass.  There just simply isn't very much renewable energy being generated right now to get to the 15 percent of total is a huge percentage increase.



All right.  Where's this renewable energy going to come from?  Where in the country?  This is a map from the American Solar Energy Society indicating the best areas for solar, geothermal, biomass and wind. I think it's a little bit more obvious on these resource maps, the one on the left and the right.



All right.  Geothermal, from several Western states, biomass primarily in the Northern Great Plains, Pacific Northwest, and parts of the South, solar thermal in a small number of Western and Southwestern states, photovoltaics in a small number of Western states and Southwestern states, wind primarily in the Great Plains and the Upper Midwest.



If you're going to get any appreciable amounts of renewable energy, this in the country is where it's going to have to come from and the map in the lower left obviously solar thermal power plants or photovoltaic power plants have to be located in a few states in the Southwest and so forth.



Now this gets us into one problem immediately.  Since most of the solar resources is in a small pocket in the Southwest and the wind is in the Midwest and Upper Great Plains, but the load centers are located in the West Coast or the East Coast or parts of the Midwest, we're talking about, you know, major transmission lines here.  This is just some of the hypothetical lengths, 700, 800 miles, 900 miles, 1,500 miles, 1,900 miles.  This is where -- and the magnitude of some of this transmission that will be required to transmit this huge increment of renewable energy to the load centers.



The big problem is that the renewable energy resources aren't generated, aren't available anywhere near the load centers.  This is just a map from AEP showing existing high-voltage and require -- the green being the required additional transmission being for large increment of wind.  You see here the high-voltage electric grid, the huge gap in the middle of the country where most of your wind resources would be located.



All right.  These are the green super highways that would have to be built and again this is from the American Wind Energy Association and the Solar Energy Association, people who should know, and once again you see that the green power super highways, renewable energy transmission lines have to go huge distances from the Southwest and the Great Plains and the Upper Midwest to the load centers, basically the West Coast, the East Coast, and the Southeast, and again, from one of the previous slides, we're not talking about a few miles.  We're talking about hundreds and often cases thousands of miles for each of these lines.



Now, this is where -- this is a map of where existing coal plants are in the United States.  Midwest, the Southeast.  There's nothing all that unknown or surprising to the members of this audience.



So what happens when you superimpose the green super highway over the location of existing coal plants?  This is what I've done in this slide and again all I've done here is taken the required green super highways as designated by the solar energy, renewable energy advocates themselves, super imposed them over the location of existing coal plants, and immediately you see, it's not rocket science, it's not complex, that if these transmission lines are ever built, they're going to be running through, over, or very close to a large portion of the existing coal plants, by definition, by necessity.



So you get into the issue mentioned earlier, who's going to have access to this green transmission? Are they going to try to restrict it to "green" electrons which no one quite knows how to define those since electrons are fungible, or will they allow or require existing power plants, such as coal plants, to have access to this huge increment of new transmission lines that will have to be built if you're going to have any appreciable increase in renewable energy, especially if you're talking about 15 percent national standard.



One thing I think most people in this room also understand is that new transmission lines are not easy or quick to build and they're certainly not cheap. Also, the cost can vary by orders of magnitude.  This is just some relatively recent data from EEI and EPRI showing the estimated costs of different lines.  Obviously those in certain areas, urban areas are much more expensive than others, but they can be very expensive and I think everyone in this room knows they're also highly contentious.  Litigation often years and years for a single line to get built.



So what will all this green transmission, this green super highway, these green super highways, what will the transmission cost, what will these super highways cost?



Well, one thing we know for sure it's going to be expensive.  The only question is how expensive?  The new transmission lines require -- could easily total upwards of 20,000 miles.  Put that in perspective, NERC estimates the entire U.S. over the next decade would need, you know, forgetting about the green transmission, about 30,000 miles, so anyway you look at it, it's a huge increment in the nation's transmission grid which isn't necessarily bad, as we'll see here in a minute.  It's probably quite good, but it ain't going to be easy, ain't going to be quick, and certainly not going to be cheap.



As a rough estimate, we estimated that this new renewable electricity standard transmission could cost in the range of 50 to probably closer to 100 billion which itself may be a conservative estimate.



NERC and TVA estimated that 15,000 miles of high-voltage lines from the Great Plains to the East Coast alone could cost a 100 billion or more and that could be a conservative estimate.  ITC Holdings estimates that one line from Iowa to Illinois will cost 12 billion.  So a $100 billion estimate could be, you know, a very conservative estimate of what this new green transmission will cost.



So here we come to a key issue, a key question.  Will coal have access, will existing coal plants have access to these new green transmission lines?  Now the idea behind all this green legislation I mentioned that has been introduced in Congress, mentioned a little bit earlier, is you're going to restrict it to green electrons, the green power.



One question, you know, is this technically feasible?  I mean, how do you distinguish, you know, green electrons from blue or red or purple?  Is it politically feasible?  I'm not going to worry about the technical problem right now.  Is it politically feasible?  Will state and local jurisdictions allow huge transmission lines being built right through their jurisdictions without allowing access to their clients, their constituents and their existing power facilities? The answer is no.  We already see it happening in Arizona and parts of the Midwest today at the very beginning of the supposed increase in green transmission.



So, you know, is it economically feasible?  Here's another list of studies.  If, by some miracle, you could build these huge transmission lines through jurisdictions and not allow anybody to use it, is it economically feasible when you're spending a 100 billion or more and restricting it to wind or geothermal or solar photovoltaics?  Who would pay for it?



Initially, certainly, the green resources would represent maybe usage of two or three or four percent of the capacity of these transmission lines.  Who would pay for it?  Everyone?  Would the Government have to subsidize it?  If you made the renewable people pay for it, you know, it would be economically infeasible.



You know, somewhat analogously, let's say you wanted to build a new super highway from Washington, D.C., to Chicago, billions and billions of dollars through many different states and local jurisdictions and building highways is not easy or cheap these days and then decided you're going to restrict it only to electric vehicles.  You're not going to let any internal combustion, diesel/gasoline-powered vehicles or trucks on it.



Of course, it's ludicrous idea, but it's similar here.  You know, is it even desirable to build transmission lines that you're trying to restrict to wind turbines or photovoltaic plants in the desert?  If you're spending that kind of money, 100 billion or more, going through the very politically divisive and time-consuming process of building new transmission lines, certainly, I mean, it just makes sense you should open it up to all power plants, coal, natural gas, nuclear, what have you.



Now, we all know, I think, in this room that coal, for all its problems or advantages, disadvantages, whatever you say about it, it does produce electricity very cheaply.  This is simply a graph that charts the percentage of use of coal in different states with rates and basically the more coal you use, the cheaper your electric rates.  You know, pretty conclusively, end of discussion.



What is new generation over the next decade going to cost, and these are not our estimates.  This comes from the U.S. Energy Information Administration. Existing coal plants can sell electricity at something in the range of five cents a kilowatt hour.  Even coal with CCS, according to EIA, 10 to 11 cents a kilowatt hour.



Offshore wind -- onshore wind, rather, is almost 20 cents, offshore is closer to 30 cents, solar thermal is even more expensive than that, and photovoltaics, you're talking 50 cents a kilowatt hour. So we're talking differences here not in the range of one or two or five or 10 percent which is the range in litigation and issues in terms of PUC and regulatory battles that are usually fought.  We're talking orders of magnitude difference in costs between the green power and existing or even new coal power. 



Let's look at the existing coal fleet utilization, currently in the range of about 72-74 percent of capacity.  It could be increased to roughly 85 percent with adequate load and transmission.  Most of the unutilized coal capacity is in the middle of the U.S.  The current coal capacity is just over 300 GW, two trillion KWUH, consumes 1.1 billion tons of coal.



Now hypothetically, let's just assume, to begin with, off the top of our heads here, that if new transmission lines increase existing coal plant utilization by, say, just 10 percent, then coal would provide an additional 200 billion kilowatt hours, coal demand would increase by a 100 million tons a year.



This is even assuming that no new coal plants would be built.  However, if these new transmission lines are built, they could conceivably facilitate the building of new coal plants as well as the increased utilization of existing coal plants and something I wanted to mention, Assistant Secretary Markowsky mentioned earlier, about the efficiency improvements possible in existing coal plants.



This is something we worked very closely with DOE over the past year.  You know, the potential here is phenomenal.  It could easily increase capacity, very cost effective at increasing coal plants by 15 percent with no increase in greenhouse gas emissions.  It's another issue that’s sort of related here.



All right.  Just ran four simple scenarios to see what the implications of this might be, the implications of this green transmission on coal plant utilization.



First, as a minimum, we assume that the new transmission would enable capacity increases in about one-fourth of existing coal plants, either five percent or 15 percent, lower range and upper range. 



Secondly, higher estimate, we assume that the new transmission would facilitate capacity increases in about half of the existing coal fleet, again five percent and 15 percent capacity increases.



And this is what we get from running these scenarios.  Basically, you could get a significant increase in coal-fired generation from existing plants from increased capacity utilization in the range of four-five-six-eight percent, upwards of 25 giga watts of electricity, and what this tells us is that, you know, significant increase, 15 at a minimum, just taking the means of the estimates, 15 giga watts, 100 billion KWUH, 55-60 million additional tons of coal per year.  This again is just from existing coal plants.



In other words, this green transmission that we're talking about could easily enable the expansion of coal-fired generation from existing coal plants by the equivalent of 30 new plants within the next eight or nine or 10 years.



Expansion could be very rapid.  The plants are already sitting there.  I'm sure there will be some problems because no new siting or permitting or relatively little permitting, very little new construction required, and the electricity produced could be very cheap, if not five cents an hour, maybe six cents a kilowatt hour.



This is one of the implications of -- potential implications of the green transmission that everyone seems to be talking about.



Here you get into the issues and problems and policy dilemmas.  The electricity from existing coal plants and the newly-enabled electricity would be selling quite cheaply, in the range of five cents a kilowatt hour.  That's three to 15 times less expensive than the electricity that would be produced by these new renewable energy plants.  These are estimates.  These aren't ours.  These are the DOE's, the Energy Information Administration.



Even coal with CCS would be producing electricity much cheaper, orders of magnitude cheaper than the new renewable power plant facilities.  For example, EIA projects that average 2020 electricity prices in real terms, real dollars, 2008 dollars, 9.3 cents a kilowatt hour.  The existing coal-fired generation could produce electricity nearly at half of that cost.  The renewable energy electricity would be easily two to eight times that average cost by 2020.



Again, you can say would renewable energy be two times more expensive or four times or six times more expensive?  Would coal be 50 percent as expensive, 60 percent?  But again, the orders of magnitude are such it almost doesn't matter.



Now when the public understands this, there will be a reaction.  It's not again rocket science.  Whether you're a residential, commercial, industrial consumer, would you prefer to buy electricity from a source in the range of five to seven or eight cents per kilowatt hour or pay from a renewable source, 15-20-30-40-50 cents a kilowatt hour?  You know, the answer is, I think, sort of obvious.



This price advantage of coal over other sources, including renewables, simply is going to increase.  Again, these are EIA forecasts of fuel prices, electricity over the next two decades.



So in conclusion, there's this wonderful law of unintended consequences which always seems to come up and bite us.  I think we conclude that if these green super highways, this renewable energy transmission is built, it may very well result in a large expansion in generation of inexpensive electricity which they claim to want to achieve anyway which is great.



However, this expansion in affordable electricity will not come from renewable energy, as our opponents contend.  Rather, it will be from increased utilization of existing coal fleet and perhaps even by new coal plants that would be facilitated by the new transmission lines.  These plants are able to generate electricity at prices dramatically, dramatically less than the prices that would have to be charged by the renewable energy technologies.



Not to get off the subject here, but that Cape Wind Project they're looking at prices that are two to three times what people in the Northeast already are paying.  So it's not a hypothetical question.



Once this occurs, electricity consumers obviously will want access to the cheap coal electricity rather than the more expensive renewable energy electricity and again whether you're a residential, commercial or industrial consumer, would you rather pay six cents a kilowatt hour or 36 cents a kilowatt hour for your electricity?



How this inexpensive electricity and the costs of these renewable standards are distributed among ratepayers, taxpayers will be fiercely debated. There's all kinds of political, legislative, and regulatory, not to mention technical or economic issues here, and if we were talking about cost differentials that were even five or 10 percent, you know, who cares, but we're talking about cost differentials that are orders of magnitude different.



So the bottom line here is people in the coal community should be supporting increased transmission, even if they call it green transmission, because the eventual result of unintended consequences may be very positive for the coal power industry.



That concludes my formal presentation.  If anyone has any questions and we have time for it, I'd be happy to answer them.



(Applause.)



MR. BECK:  I see Janine has a question.  Let me get over there.


MS. MIGDEN-OSTRANDER:  Hi.  Janine Migden-Ostrander, Ohio Consumer's Council.  Thank you for your presentation.



My question to you is that if these transmission lines are built and they're used for renewable energy and for coal both, can they be used for both sources of fuel basically without causing constraints on the transmission line?  Is there enough capacity on these lines to service both?



MR. BEZDEK:  Yes, and in fact, initially there's going to be a lot of excess or could be a lot of excess capacity on these lines and again, you know, there's no reason why nuclear power or hydropower or natural gas power plants couldn't have access to these lines either and how these different sources and different prices of power are blended and allocated as costs to consumers and ratepayers is going to be a very contentious issue.


MR. NEWELL:  Don Newell, Kentucky Energy Cabinet.



On the chart that you showed the comparative costs of electricity generation, those numbers are substantially different from some others I've seen and my question is do you know what was included in those costs?  Those weren't generation at the bus bar.  I would assume that they include some transmission and distribution component.



MR. BEZDEK:  Some, but mostly they vary a lot due to the capacity factors of things like wind and photovoltaics which supposedly are in the range of 30 percent and may actually be in the range of 10 to 15 percent.



MR. ALI:  Sy Ali with Clean Energy Consulting. 



The costs of electricity you showed for coal plants versus renewable energy sources, what would be the impact when you add the carbon capture costs to existing coal plants?



MR. BEZDEK:  Well, one of the bars I had up on the chart showed that it would essentially double the cost of coal from existing coal plants to about five or 10 cents per kilowatt hour which is still anywhere from two to four times cheaper than the actual cost of the renewables.



MR. BECK:  Any more questions for Roger?



(No response.)



MR. BECK:  Okay.  If not, thank you.



MR. BEZDEK:  Thank you.



(Applause.)



MR. HOPF:  Thank you, Roger.  That was very interesting.



At this time I would like to have Bob Beck come back up and he's going to lead us in the discussion on the new council study that will be undertaken.



MR. BECK:  This will be relatively short because we're still awaiting the official letter from the Secretary to come over.  We should get that in the next week or so.



It's going to follow along the lines of an expanded version of the most recent study which will look at primarily various technologies available relative to carbon capture in storage.  That would include things like increased efficiency at the existing fleet of plants, partial capture in the 40, 50, or 60 percent range, new technologies, such as ultra super critical oxy fuel, IGCC, things like that.



How far they're going to want us to get into depth in terms of transportation and the actual injection process we'll have to wait and see.  Clearly, I think the question is how can you bring all of those technologies online within the next, say, 20 years and make them commercially available where you can get guarantees from vendors, have the public trust that it will work, things that Secretary Markowsky talked about in his presentation this morning in an economic fashion that would promote growth within the economy rather than be a negative force on the economy.



In other words, create more electricity to create more jobs, those kinds of things, think in terms of investment rather than cost, and we'll have to see exactly what the specific request is going to be.



In terms of the way we're going to create the study and conduct the study, currently Fred Palmer is the chairman of the Coal Policy Committee.  We are going to do a canvassing effort to find a qualified technical expert to be the project manager, as it were, always a very difficult position to fill because that's where the real heavy lifting gets done, but we're going to try to work on that.



Clearly, we have to wait till we get the study -- this letter from the Secretary to do that. 



We will then get a notice out to every one of you as members and request input, participation, recommendations, suggestions, what have you, for the various experts and expertise that they can bring to the table so that we can conduct the kind of engineering and economic and environmental studies that we've done over the past 10 or so years.  Each one seems to get better in terms of the quality and the findings and the recommendations and so when we get the letter, I'll get that out to everybody, talk with Fred, try to set up an initial date for a scoping meeting to get the whole process started, and in the meantime try to work very diligently to find some technical expertise to lead the study.



MR. HOPF:  Thanks, Bob.  I'd also just like to take this time to thank all of the speakers this morning, a lot of good and interesting information.



This meeting is duly authorized and publicized as open to the public.  The public can submit comments to the Department of Energy or if any individuals wish to speak, they may do so at this meeting.  Those who wish to speak may do so at this time.



Does any member of the public wish to speak? So we have a gentleman coming down.  I would just remind that from our past policy and processes, any information can be submitted into the record, but we would ask you to limit your comments to 10 minutes.


MR. KRESOWIK:  Thank you, Chairman Hopf, and thank you to all for the opportunity to speak to you today.



My name is Mark Kresowski.  I'm the Corporate Accountability and Finance Representative for the Sierra Club's Beyond Coal Campaign.



I recognize and I'm pretty fairly sure that the Beyond Coal Campaign probably isn't going to win this year's popularity award from the National Coal Council, but I trust you'll take what I have to say into consideration as you advise the Department of Energy on coal's continued use in the United States.



For those of you who may not know, the Sierra Club, with 1.4 million members and supporters across every state, is the nation's oldest, largest, and most influential grassroots environmental organization in the country.



Over the last decade and with a lot of help, the Sierra Club's Beyond Coal Campaign has helped stop the rush to overbuild expensive, risky, and unnecessary electric generation as 128 new coal plants have been dropped or rejected since 2001.



Our goal, like yours, has been to ensure that the United States leads the world in the future clean energy economy and that our country takes responsibility for our actions and deals with global warming and other pollution problems.



Being the world leader means developing, competitively developing the technologies that are going to affordably and reliably meet the energy needs of the world's industries, businesses, and homes, even as we tackle global warming, lost lives, mountaintop removal, asthma, and the entire dirty legacy uncontrolled coal and other fossil fuels have left to my generation to clean up.



This is no easy task, but it can be done and I believe that this Council has a role to play.  I'm not going to mince words.  I'm not terribly optimistic about coal's role in the electric or transportation sector.  In your honest moments, when you're not talking to shareholders, the media, or public officials, I'm guessing you probably agree with me.



As Excelon CEO John Roe said just last week, "Shutting down old coal plants has become the lowest cost option to reduce global warming pollution. As coal pays the true cost of what it does to our communities and our health, it becomes less profitable for companies to mine and burn."



In his presentation, Mr. Roe told us that "buying the power from a marketable coal plant with carbon capture and storage is now the highest cost to reduce carbon dioxide, more expensive than energy efficiency, wind, and even solar."  Despite Roger's very optimistic numbers up there, John Roe's estimate was $500 per ton of CO2 for a marketable coal plant with CCS.  That's 50 cents per kilowatt hour on top of the current cost of coal, 55 to 60 cents per kilowatt hour.



Unfortunately, many of the proposals the Department of Energy, under your guidance, has promoted and picked to fund over the years haven't helped.  Masaba, Gilberton, Future Gen, the Atlanta Gasifier, Plant Barry, TX Energy, the list of failures and delays isn't pretty, and the Department of Energy doesn't appear to be learning.



For example, despite Federal Government proposals to pump more than a billion dollars of federal taxpayer money into the Kemper Coal Project, Southern Company refuses to accept even the slightest risk of any cost overruns.  Instead, the second largest polluter in the country wants Mississippi ratepayers, who are already struggling to pay their bills, United States taxpayers who aren't keen to bail out more companies, to bear all of the risk of their uneconomic technology.  That refusal to accept risk makes a mockery of the free market system that we all champion.



It is all too common in projects the Department of energy has selected.  Lucadia, which is three coal gasification liquid coal proposals slated for the Department of Energy support through the Loan Guaranty Program and the Office of Fossil Energy, acknowledges to its shareholders and investors that lower natural gas prices make their projects uneconomic and unlikely to move forward.  So they plead with state regulators and legislatures to force companies and ratepayers to bear the costs which some have refused to do and then take those subsidies and request more money from the Department of Energy.



The department support for projects like these, such as the department's misguided statements earlier this month about the Mississippi Public Service Commission's decision on Kemper, places the department in the indefensible position of promoting these politically well-connected companies' profits above the public interest and economic well-being of this country.



It's not all doom and gloom for carbon capture storage, though.  There are dozens of industrial processes, processes which provide the products our country needs that require huge amounts of heat.  Frankly, wind isn't going to provide that heat. We're going to be burning something and whatever we burn is going to produce carbon dioxide.



Carbon capture and storage is a potential tool for reducing that pollution.  It needs to be researched.  If research shows it has promise to solve the problem, it has to be developed and then allowed to compete with other options.  



Some of the projects on existing facilities that were selected in the initial round of Industrial Carbon Capture and Storage Program are a great example of what this country needs.  Instead of funding the Wolverine Coal Project, for instance, which essentially has been declared unnecessary by the Michigan Public Service Commission staff, the Department of Energy could be focusing on the steel and cement industries.


We can't keep picking the wrong projects to support.  The public won't continue to support it.  That requires the National Coal Council's advice and guidance.  To become the world leader, we can't afford to waste more time and money.  Our taxpayers' pocketbooks have been stretched far enough.



We can't keep promoting projects like Kemper that have very little promise for widespread technology deployment and put all of the costs and risks on people who can't afford it.



We have to work together to ensure that the monies the Department of Energy have been entrusted with in things like the Clean Coal Power Initiative and the Industrial Carbon Capture and Storage Program are spent effectively to create a clean energy future.



You've got a difficult job and I don't envy it, but we do look forward to helping you in that task.



Thank you very much.



(Applause.)



MR. HOPF:  Thanks, Mark.  Does anyone else -- I assume Fred does.  So we'll let you speak.



MR. PALMER:  Chair's prerogative.  Coal Policy Committee.  Thank you.  Thanks for those comments.



I really think it underscores what a terrific town Washington, D.C., is and the strength of our country to have such divergent views to be able to be discussed in a civil and constructive way like we are doing here today with Sierra Club.



I've spent my life around policy and coal policy specifically in Washington and around Washington and it's like a kaleidoscope and it always gives you a different look every morning.  This is a different look here today and really I welcome the opportunity to have a second exchange with the Sierra Club in the last three weeks.



At Washington University in St. Louis, I debated Bruce Nillis who is the head of the Anti-Coal Campaign of the Sierra Club in the Grand Chapel area in front of 500 people three weeks ago, 60 percent students, not all students, and it was really very exciting debate, I think a very constructive debate, and a lot of different ideas were put on the table.



 Bruce, not surprisingly, shares the views you just heard and that coal is a dying industry in the United States which is absolutely not only not true, we are in what I call coal's golden age, and I'm going to talk a little -- I will talk about the United States, return to it, but I want to start with China and I want to start with a story I read this morning and Bruce had nothing to say on the international and we didn't hear anything on international here today, but some of the metrics I put on the table in that debate is that right now, as I stand here, there are in the next three years a billion tons of new coal use will be brought online in developing Asia and around the world, including in the United States one billion tons, and this morning, there's a story about the developments in Western China, Xing Xong Province, which is one of the largest by land mass, not very many people there, 20 million people, Urum Chi is the capital where they had the violence about two or three months ago now, very unfortunate.


But the story was that Xing Xong Province will see a billion tons of new coal development in the next 10 years in that one province in China alone, one billion tons, which obviously equals the United States. That's 5.5 million barrels of oil equivalent per day is what that is and China uses coal the way we use oil, 3.3 billion tons of coal use this year, half of that is electricity, only half.  The rest is coal chemicals, coal methanol, coal for fertilizer, obviously coal for steel manufacturing.  That's how those reserves in Western China will be used as an oil equivalent.  They won't import 20 million barrels of oil a day like we do.  They're going to use coal.



At the same time the new plants going in are state of the art super critical or ultra super critical.  The first units put in are being taken out and that is how they will achieve their 40 percent greenhouse gas reduction emission improvement in GDP intensity by 2020, along with nuclear and renewables that's being put in, no question about it, but the overall penetration of coal will be 75 percent, say it drops to the low 60s in terms of market share, but that's a market that doubles.  So it's a much bigger number in terms of absolute terms for coal.



Also, China is developing green gen which is their equivalent of Future Gen that Peabody is a part of, the only non-Chinese state-owned entity in it, and that will be making electricity next year, next year.  The difference between China and the United States, China's run by engineers, the United States is run by lawyers.



So we've been at Future Gen -- I am a lawyer, by the way.



(Applause.)



MR. PALMER:  We've been at Future Gen since 2004.  I'm on that board.  Notwithstanding the oblique criticism of Future Gen, what Jim Markowsky said this morning is right.  Future Gen is going forward and we're very optimistic about that.



But green gen is still in the ground and they're going to be making electricity and within two years they'll be capturing and storing CO2.



Every expert that's looked at it, DOE, Carnegie-Mellon says that, the European Union says that carbon capture and storage, geological carbon capture and storage is among the low-cost/low-carbon alternatives, if not the lowest, and the number Roger put up about the 10 to 11 cents a kilowatt hour, I think, is -- we will get under that, but that has to be proven out, no question about that, and we need an activist government in that space.



So back to the United States.  A lot of coal plants were announced that were never going to be built and we knew that when they were announced.  A lot of coal plants have been dropped.  Has there been environmental pressure or has it been the economy?  We have gone through an economic holocaust in the last two years and a lot of these plant have fallen off as a result of that.



Natural gas prices have come back hard, no question about it, very low, much lower than people thought they were going to be.  Shale gas is the explanation for that.  Can that happen at scale?  What is the environmental impact of shale gas?  Not all environmental groups dislike hydrocarbons.



Sierra Club is aligned with, formally with Chesapeake and Aubrey McClendon, the good friend of the American consumer, and serious issues are being raised about shale gas development in Appalachia, in the Marcellus in Pennsylvania, and in New York with respect to disturbance, the tens of thousands of acres of surface disturbance from these pads that are put out there, the water quality issues, but most importantly from the carbon standpoint the work that Cornell University has done that basically equates shale gas development as roughly equal to pulverized coal on a carbon footprint basis.



So there's room for everything.  We're not anti-shale gas.  We're for everything because we believe the world will ultimately be energy short, but there is no doubt in our mind at Peabody, and the last studies from the National Coal Council have shown this, that coal use in the United States will not only maintain, it is going to grow.  We are a growing nation.  We're at 300 million people today.  We're going to 400 million people by 2050.  We're going to need more energy.  We're going to need more base load. We're going to need nuclear.  We're going to need coal. We're going to need natural gas, shale gas, all of those things.



At the same time we have to develop the technology to drive down the emission profile, what we call continual emission improvement, leading to near zero emission which will be in partnership with the United States of America and the state governments and even our good friends from the Sierra Club.


So I think from the standpoint of U.S. coal use, we are at lows right now.  We are going up from here and we're going up from here every year for a very long time.  We're going to develop and deploy this clean coal technology, not just on carbon but on the challenges from EPA on criteria pollutants and particulates which are a major issue, no question about it, but the technology's out there.



Patience, passage of time, investment, recognize the product is needed, it's important, it is life-giving, it is life-sustaining, but we have to improve the emission profile, and that's been the message and the mission of the National Coal Council in the last few studies that we have produced, and I have no doubt in the next study that we'll produce.



Thank you very much.



(Applause.)



MR. HOPF:  Thanks, Fred.  Do we have anyone else from the public or from the floor that would like to speak?



(No response.)



MR. HOPF:  Okay.  If not, I would just like to announce that we plan to hold the next Full Council Meeting on November 5th of this year back here in D.C. So we'll have more information about that as time nears.



Is there any other business that needs to be brought to the floor from anyone?



(No response.)



MR. HOPF:  If not, then we stand adjourned.  Thanks to everyone for their attendance.  



(Whereupon, at 11:23 a.m., the meeting was adjourned.)
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