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Plenary Session 1
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Moderator:
Jack S. Siegel,

ActingAssistantSecretary for FossilEnergy,
U.S. Department of Energy



Welcome to 2nd Annual Clean Coal
Technology Conference

Kenneth J. Nemeth

September 8, 1992

On behalf of the Southern States Energy Boardand the U.S. Department

of Energy, it is my privilege to welcome each of you to this Second Annual

International Clean Coal Technology ConferencehereinAtlanta,Georgia.

As yougleaninformationfromthe conferenceprogramoverthe nextfew

days,I hopeyouwillalsotake time toenjoyourdynamicOlympiccity.

A clear understandingof state,regional,nationaland internationalissues

is nolongerperipheraltoelectricitygenerationand transmission...itis

fundamentalto the successofbusinessandgovernmentoperations.The

objectiveof thisconferenceisto examinethe statusof the CleanCoal

TechnologyDemonstrationProgramand itsprojects.The programwillbe

reviewedwithinthe largercontextof environmentalneeds,sustained

economicgrowth,worldmarkets,userperformancerequirementsand

suppliercommercializationactivities.

Programreviewwillbeaccomplishedthroughin-depthdiscussionsof

factorsaffectingdomesticand internationalmarketsfor clean coal

technology,t,_eenvironmentalconsiderationsin commercial deployment,

the current status of projects,and the effectivenessof data transfer to

potential users,suppliers,financing entities, regulatorsand the interested

environmental community.

As environmental prioritiesand energy demands realign themselves, coal

emerges as one of the most importantenergy resourceswe have here in the

United States. Finding new programsthat are both innovative and

challenging, such as the Clean Coal Technology Demonstration Program,

II I IIIIIII I III I
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willallowustocontinuetofullyutilizedourmostabundantnaturalresource,

coal.

Lastnight,manyofyouattendeda tourof PlantYates. We inthe South

are veryproudthatThe SouthernCompanyis participatinginthe Clean

CoalTechnologyDemonstrationProgram. In fact,the

I thinkwe have prepareda programwhichaccomplishesthese

objectives,andit is myhopethatyouwillfindthesenextfewdaysinAtlanta

fruitful. If !orthe SSEB staffcan doanythingto enhanceyourstayin

Atlanta,pleasebe sureto letusknow.

WELCOMING REMARKS

Lee Conn
Vice President Power Generation

Georgia Power Company

(The comments of Mr. Corm were net
available at the time of publication.)

I I
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Remarksof DeputySecretary of Energy
William White

2nd AnnualClean Coal TechnologyConference
Atlanta, GA

September8, 1993

Think with meabout this. In a sense, here we are in the very middle of
a quiet and unsungeconomicrevolution. Weare in the very middle of it. Think
about this. Weare sitting right nowthe international economygrowing and
becomingintegrated like it never has in the history of the planet.

This will not be the last year that we have international delegations at
this conference. They will grow. Andwhenconferences are held abroad it will
be Americanswhowill attend. That's because,as ideologies are sweptaside,
the commonproblemsof economicgrowth and the practical problemsof building
the infrastructure neededto powerthat growth are things which wewill share.
That wasnt's true 50 years ago, it wasn't true 100 years ago, it wasn't true
500 years ago. But it is true today.

i Sowhenour grandchildren attend conferences like this we won't be
recognizing international delegations becauseit will be taken for granted
thatconferencesaboutthe leadingedgeof technologiesareat the veryheart
of economicgrowththroughouttheworld.

And we'rehere,frankly,rightat the beginning.Now that'sexciting.

MaybeI'veoverblownthetopic,butwhenyou thinkaboutit,there's
somethingthere,and it'snot justthe revelationof havingan economic
integrationhappeningbeforeour veryeyes. We'reseeing-- in the last10
yearsand increasinglyI predictinthe next10-20years-- somefundamental
redirectionin the attitudesthatwe taketowardthe preservationof the
environmentduringa periodof explosiveeconomicgrowth.

Whateveronemightthinkaboutthe dataaboutglobalwarming,nobody
dismissesthe concernof globalclimatechanqeas somethingthat'smerely
sciencefiction. It'splausible-- we'veseenpicturestakenfromspacenot
onlyof thiscountrybut of entireregionsof theworld-- and theylook
differentthantheydid 10yearsago. Deforestationis a fact,not a theory.
The limitationson thewatersupplyarea majorconstraintto growth,notjust
somepossibility.And the listgoeson andon.We are increasinglyfacedwith
bumpingup to the limitsof whatnatureiswillingto giveus.

No nationfacingthesequestionsin an honestanddemocraticfashioncan
turntheirheadasidebecausenoneof us --whateverbusinessor industry
we'rein -- want to be in a situationwherewe can'ttakeour kidsor
grandkidsout in a naturalenvironmentandletthemexpeiencethatfor
themselvesandmaketheirown choices.

Don'tyou seehow cleancoaltechnologyis rightin the middleof that?

- S- Second AnnualClean CoalTechnologyConference



It'snotjustthisgovernmentand thisAdminstrationthatranon a
politiclplatformof improvingeconomicgrowthandcreatingjobs. Thatis the
sameplatformthatpoliticiansnow throughouttheworldare runningon. They
put theirtestof whetherthey'regoingto be electedor reelectedultimately
on thateconomicgrowth,growingeconomicopportunitiesfor growing
populations.Makenodoubtaboutit.

Thatrequiresthe basicinfrastructuresof our countries-- power,
electricity,transportation,watersupply,legaland propertyrights-- to be
in place.Withoutthosefoundations,no nationhas everhad sustainedeconomic
growth.Therearenationsthathaveliterallycomeand gone-- that'swhat
archaeologyis allabout. Youdon'tthinkthereare goingto be
archaeologistsin SO0years? What countriesare theygoingto dig up?
They'lldig up theonesthatdidn'tsustaineconomicgrowth.

Now Jackandothersare rightin sayingthatour mostabundantresource
is coal. Andyou knowthe squeezeandthe dilemnaaboutthe alternatives.I
don'tneedto talkto thisgroupabouttheturmoiland the economics
encounteredin thenuclearindustry.There'snot a serious,thoughtful
thinkerthatcan saythatcoal is not a partof the powerfutureof this
country.We knowthat.And we in thisAdministrationare committedto seeing
thatthecoaltechnologiesof thiscountryadvancein a way that'scompatible
withtheotherintereststhat I outlined.The factthatrightnowwe'verun
intothe limitsof natureandwe'retryingto figureout as a peoplewhatto
do aboutthat-- not just in our countrybut in others.

The governmentthatthe peoplein thisroom havebeenpayingforthrough
theirtaxdollarshas madean enormousinvestment.We'vedonewhatmanypeople
arechallengedto do; we'veput ourmoneywhereour mouthisthroughthe Clean
CoalTechnologyprogramas havemanyof our industrialpartners.We havea
numberof projectsandwe have results.Someof thosearen'twhatwe expected
themto be,but a lotare or are better. Thereis a trackrecord.

The questionthatI havein my mind is this:will the industryand
industrygroupsrepresentedin thisroom,startingwith the utilityindustry,
be willingto stepout andget aheadof thecurve?Get aheadof the economic
trendthattheyseecoming?Or will theywaitto be pushedalong?And if they
wait,willthetrendoverpowerthemand passthemby?

Lookat theway thatlargeindustrialenterprises-- includingutilities
-- haveevolvedoverthe lastlO0years. You know,it hasn'tbeenthatlong
sincethe adventof the corporation,the internationalcorporationand the
formof doingbusinesswheremanypeoplepooltheircapitalandcreatelarge
enterprises.Ifyou can say anythingaboutthe historyof the corporate
enterprise,bothin thiscountryand abroad,it'sthatno company-- however
big andperhapsevenespeciallythe big -- is immuneto change.

I I
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And organizationswhich resist that change,the market overtakes.And it
is overtakingthem at an acceleratedpace. You know, I don't come from the
utilityindustrymyself,and I've been told by peoplewho are more famaliar
with the industrythan I what a conservativegroup this is -- made even more
conservativeby the fact that, in many cases, regulatorycommissionshave been
able to use the benefitof hindsightto penalizewithoutcreating sufficient
rewardfor risktaking.

But I'lltell you something.The most risky strategyfor any industry,
the utilityincluded,is not to change,and not to try to remain in front of
the trend. We can some day go look at the companiesthat make up the Dew
Jones industrialaverageand look at who they were 30 years ago and who they
are today.We can look at what people said about them 30 years ago and what
people say about those same companiestoday.

You will see that the fastestgrowingcompanies,the companiesthat
offer real security,are those who have put themselvesat the forefrontof
technologicalchange.Those that have missed the change in technology-- even
by a mere 5 to 10 years -- are the ones who are strugglingto survive. And
they are survivingonly by borrowingamountsof money they will not be able to
repay unlessthey changetheir way of doing businessand unless they change
their technology.

We have a track record in the utilizationof coal which reduces
emissionsand increasesefficienciesin its use. Those who want to wait 5 or
10 years, to make sure that the rest of the industrygoes before them, to take
a wait-and-seeattitute,see the safe thing as being behind the pack.

But that's nat the safe place.

The safe place is to be right at the forefrontof where that change is.
We need to recognizethat the trend of awarenessof respectfor our
environmentis one that is occurringworldwide,is one that transcends
partisanshipand ideology.

Yes, there are times when the regulatorycommissionsof the statesand
the federalgovernmentmake mistakes.People in governmentmake a lot of
mistakes. I said earlierthat some of the biggestcompanieswere the ones
findingthemselvesmost in troublein this world becausethey had becomeso
successfulthat they resistedchange,they resistednew technology. Well, the
biggestenterpriseof all is the government,and we've made plentyof
mistakes.

Sometimeswe withingovernment-- I've only been here three months but
have the identityassociationalready-- those people in government,who look
both to regulateindustryand balanceenvironmentalconcernsagainstconcerns
for growth,are strugglingtoo. And we have vowed to do a betterjob and to
take seriouslywhat this week the Presidentand Vice Presidentwill be
preaching-- which is to view the taxpayers,the businesses,the employersof
Americaas our customers,as people we must please and serve.

• I I III
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So by challenging you in the use of new technologies, I do not want to
be presumptuous. I knowthat the knowledge and information that we have at the
DOEand within government has only been purchased by use of other people's
money -- the taxpayers' money. It is our obligation to get information into
the hands of people as quickly as possible. I commit for all the employees of
the DOEthat we we will try to do that. If it means working long hours, if it
means using the fax instead of a first class letter to assist you in the
changing environment in which we're living, we will do that.

But ultimately, as we realize in this country and as other countries
realize as well, government can only play a small part of the economy. It
cannot run the economy; it cannot take most of the resources of the economy.
It is going to be utilities and vendors who understand the regulatory
framework with which they operate who are going to have to take some risks
with these new technologies. Wechallenge you to do that.

There are many people who have helped in this program today. Jack Siegel
has been a key player along with all the DOEemployees who are here. I thank
them for the work they've done in bringing you together as well as the
Southern States Energy Board.

I think we will see conferences like this growing as time goes on and as
people realize that power is not a matter of ideolgy or theology. Whenyou
read the facts, you will understand what electricity generation necessarily
will be over the next two decades and that coal and clean coal technologies
are squarely at the heart of that.

If anyone here in taking me up on my challenge -- whether a vendor, a
utility, or a regulator -- takes a move that steps out in front and gets well
ahead of the prospect of fines from the Clean Air Act and wants to set a new
standard -- a standard that will endure for the year 2000 or 2010 -- and wants
public recognition in support of taking that risk and implementing that new
technology -- I encourage you to call us at DOE. It's part of our leadership
role in this technological effort to highlight your efforts, to make sure that
these efforts receive attention, and to make sure the message gets to the
consumers of power who often take power for granted and only becomeaware of
problems and take for granted the people who find solutions day in and day
out.

Wewill do what we can to express the support and appreciation of the
poeple of the United States of America. We are as close as your telephone. We
want to be accessible and we thank you for joining us this morning.

iii I ii ii
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DIBCLAXMZR: The opinions and views expressed in this presentation
are those of the author and do not necessarily represent the
views of the Illinois Commerce Commission or other Commissioners.

Regulatory Climate for Clean Coal Technology into the Next
Century

Remarks of Commissioner Lynn Shishido-Topel
2nd Annual Clean Coal Technology Conference

Atlanta, Georgia
September 8, 1993

I. Introduction

Good morning. I have been asked to talk about the

regulatory climate for clean coal technology (CCT) into the next

century. By clean coal technology, I mean new technology that

uses coal more efficiently or cleaner in the combustion process

than conventional techniques. The ability to use a domestically

abundant fuel to meet increasingly stringent environment

standards efficiently is certainly a valuable option to pursue.

Rate of return regulation, with its capped authorized return and

infamous disallowances is often criticized as a hostile

environment for such promising but relatively risky investments.

However, looking to the future, I think the most important issue

for CCT is how well it will fare in a more competitive

electricity generation industry with the kind of regulation such

an industry implies. The next century is only seven years away,

but many observers are predicting sea changes within the next

five years. Will there be retail wheeling? To what extent?

Will generation essentially become deregulated?
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The focus of my talk today will be on how increasing

competitiveness in the electricity generating industry may affect

the regulatory climate for CCT generally. In this regard, I have

two observations:

i) The regulatory climate in the future may be more

conducive to capital-intensive innovative technologies.

However, CCT will have to develop faster payback times

to do well in a more competitive future; and

2) that two things that could help it move in this

direction are:

a. greater emphasis of government funding at the idea

stage rather than at the comntercial development

stage; and

b. the careful use of incentives to achieve an

efficient allocation of risk to utilities.

I also want to underscore the fact that state regulation is

only one part of the picture. An increase in certainty over

compliance standards for air toxics, co2, and nox, is also key to

the future of CCT.

Let me start with a little background. State regulation is a

creature of state statute. Therefore regulators do not have

total discretion to craft regulatory devices or mechanisms. Fuel

adjustment clauses, for example, had to be specially legislated

in order not to run a afoul of legal restrictions against single

issue ratemaking. Similarly, incentive regulation would require

specific legislative authority and is not permitted currently by

many state statutes.

I I
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An increasingly popular regulatory structure mandated by

state statute is least cost planning, also known as integrated

resource planning. The National Association of Regulatory

Utility Commissioners (NARUC) defines IRP as "a way of analyzing

growth and operation of utilities that considers a wide variety

of both supply and demand factors so the optimal way of providing

electric service to the public can be determined.". The planning

horizon is set out by state statute. In Illinois it is 20 years.

Generally, the present value of revenue requirements of various

options are compared. Long-lived, capital intensive projects

with big upfront costs, and payoffs far into the future fair less

well than projects with a lower upfront costs and faster payoffs.

An increasingly relevant question is how regulation will

have to change to accommodate the changing environment inhabited

by ratepayers and utilities. In this regard, one aspect of least

cost planning process that may need to be considered is the

planning horizon length over which various options are evaluated.

As the generation industry becomes more competitive, it may

become increasingly difficult to know with any degree of

confidence what conditions will be in place l0 years from now,

let alone 20. Will there be retail wheeling? What sort of

technologies will competitors utilize? How will technological

innovations spawned by a more competitive environment _ffect

long-range planning assumptions? If planning horizons do shorten

in response to a more uncertain, competitive environment, long-

lived, capital intensive projects with payoffs far into the
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future will have greater difficulty passing least cost screens.

This is the major challenge I see for CCT.

Currently, it appears that the payoffs to CCT occur very far

into the future and are not sufficiently large relative to the

upfront costs. A recent PUF article described two instances in

which, but for government grants, a cct project would not have

been approved by state regulators. In addition, for one of the

projects, even with the DOE funding, it was expected it would be

17 years before ratepayers saw benefits to the use of CCT. I

have no personal knowledge of the particulars of the cases aside

from those reported in the article. However, these examples

indicate that if the planning horizon under regulation is

shortened, the amount of subsidies required to obtain acceptance

of the cct project, a11 else cQns%ant, would have to increase.

Now, state regulators are always happy to be offered federal

funds to defray our costs. However, if the goal of cct research

is to develop the most efficient and salable technology possible,

increasing government subsidies in order to sustain otherwise

uneconomic projects is unlikely to achieve this goal. Nor is

this method likely to be practical. The two projects described

in the article received 189 and 120 million dollars in federal

grants, respectively.

This is not to say that there is no role for government

subsidies. The classic problem for innovation is that because

one cannot be compensated for all the benefits attributable to

one's efforts there will be less than the optimal amount of

II I I I I III I I I
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investment into innovation. Thus, potentially socially

beneficial effort into technological innovation is often

governmentally subsidized. Under this theory, however, subsidies

should be applied where the ratio of private gain to social gain

is smallest. The concept and initial pilot stage would appear to

have smaller ratios than the commercial demonstration stage in

which the utility participates. This is because while good ideas

can take lots of effort to generate, you can't patent them.

Furthermore, at the concept or pilot stage, much of the activity

consists of understanding what are not good ideas and what won't

work and no one will pay you very much for that, although it is

valuable to have been done. At the commercial demonstration

stage, however, the ideas generally have been proven and the

benefit of a marketable technology can be made proprietary. In

one of the cases I mentioned above, for example, the utility

would have the right to profits from commercialization of the

technology by other utilities.

It seems to me that constant innovation is going to be the

name of the game so that a lot of attention should be paid to

generating new ideas, techniques to reduce payback times and or

reduce costs. It would therefore seem that the most important

use of scarce government funding would be to help generate ideas

rather than to assist commercial demonstrations. While some

government subsidies may still be necessary, there should be less

emphasis on government funding and more emphasis on

entrepreneurial initiative at the commercial demonstration stage

I I
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so that the most promising technologies to commercially develop

well be ferreted out. In this regard, traditional rate of return

regulation has been criticized as providing little incentive for

utilities to invest in uncertain technology and to operate

efficiently. As a result, it is argued that the current

regulatory climate is not conducive to innovative,

entrepreneurial, activity. This view is based on the fact that

the incentive to engage in innovative behavior is dependent on

the expected gain and the risk of doing so. Under rate of return

regulation, it is argued, the expected gain is insufficient to

compensate for the anticipated risks. Under rate of return

regulation, the utility is given the opportunity to earn a set

authorized rate of return determined to be appropriate through

formal hearings. Rates are a function of just and reasonable

expenses and the return on the utility's approved rate base.

Unreasonable and imprudent expenses or capital expenditures are

disallowed. Untried technologies present a greater risk of

disallowances due to construction cost overruns, management

mistakes due to lack of experience with the technology, abandoned

plant due to failed technology. Thus, it is argued that since

great performance is not rewarded and bad performance is

punished, there is no incentive for the utility to take risks

that could be avoided by using more traditional technology. It

is also argued that there is little gain to cost-reducing

investments since these gains would be eliminated at each rate

case. In addition, since reasonable costs are passed through,

SecondAnnualCleanCoalTechnologyConference - 34-



and because regulators cannot detect with certainty all

unreasonable costs, the incentive to minimize costs is reduced.

This characterization is not totally correct. Disallowances are

tempered by a regulator's statutory concern with a utility's

financial viability. In addition, due to regulatory lag,

utilities can benefit between rate cases from cost-reducing

activities. The timing of rate cases is largely up to the

utility. However, disincentives may exist for relatively long

payback, capital-intensive investments such as cct.

The view that the use of incentives could improve utility

performance to the benefit of ratepayers is certainly not new.

The debate has centered on how to apply them. The concern is

that incentives would still be applied under a regulated

structure and be subject to potential abuse. There is wide

agreement that if not applied carefully, you can get perverse

results.

However, as the industry environment changes, there is

increasing agreement that regulation may need to change with it.

One point of view is that incentives mechanisms are necessary to

get utilities to develop and use skills similar to firms it will

be competing with. Implicit in this view is that a greater

entrepreneurial spirit may better able utilities to meet the

incroasingly costly and complex challenges of providing

electricity in a cost-effective manner.

In this regard, the use of incentives whereby a utility is

rewarded for superior performance in return for accepting certain
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risks could increase the willingness of utilities to adopt CCT.

In addition, it could allow entrepreneurial forces to reveal the

more salable and beneficial technologies. Finally, if utilities

are, say, willing to absorb cost overruns in exchange for the

ability to profit from "underruns" relative to a benchmark

incentive scheme, the upfront costs a utility will require from

ratepayers to fund CCT investments should be lower than under

rate of return regulation. However, it should be noted that
\

these are general consequences that apply t0 other technologies

as well. Thus, while conducive to CCT, the use of incentives

alone will not necessarily assure its success.

In any case, I think that resolving the uncertainty over

environmental rules on air toxics, Co2, and NOx is also key to

the future of cct. Given the large investment required for CCT,

great uncertainty over how future rules will affect the need to

incur additional costs will influence the value of your

investment could easily discourage such investment. Some

observers credit this uncertainty for the relative lack of

interest in cct for phase one compliance. This observation is

supported by a recent research paper which finds that uncertainty^

over federal regulatory change after 3 Mile Island was more

important than technological uncertainty in the decision to

cancel or not invest in a nuclear plant.

I I I I
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II. Conclusion

In conclusion, CCT is of interest because it has the

potential to use a very abundant fuel to meet environmental

standards more efficiently than other means. Given the changing

economic environment in the electric industry, CCT therefore

should be viewed as a potential competitive strategy as well as a

potential compliance strategy. The success of CCT will therefore

depend in large part on how well CCT and the way it is developed

will be able to adapt to the changing economic environment.

III I I
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A COAL PRODUCER'S PERSPECTIVE-CLEAN COAL TECHNOLOGY
PROGRAM

Flynt Kennedy,V.P..R&D, CONSOL Inc.

I have been giventhe task of presentinga coal producer'sperspective

to the Clean Coal Technology Program. Our luncheon speaker Mike

Reilly, Chairman of National Coal Association, will cover the broad

picture of coal as the fuel of choice and the fuel of necessity. I will limit

my remarks to CONSOL's perspective of clean coal technology.

I will cover four areas:

First, CONSOL's long.term commitment to clean coal technology.

Secondwour objectivesand strategy in Clean Coal TechnologyInvolve-

ment. Third, our direct Involvement in DOE clean coal technology

projects. Last,and probablymost Important, our concernsabout clean

coal technologiesrelativeto the changing regulatorytargets for coal.

Letme brieflyIntroduceyou to CONSOL as a company. CONSOL Coal

Group member companies operate over 30 mines with a combined

annual capacity of more than 70 million tons. Underground mines

account for more than 90% of production capacity. Approximately40%

i
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of our production Is high-sulfur coal in West Virginia, Ohio, Kentucky,

and Illinois.

CONSOL has been committed to the development of technologies to

utilize coal cleanly since our Research and Development organization

was started In 1947. We have always seen ckJsn coal technologies as

a win-win situation for the environment, for the utility Industry, for the

coal Industry, for the electric-consuming Industries, and most Important-

ly, for the Individual electric consumer - you and ms. Back in the '60s

and '70s, we were focused on synthetic fuels development. We

suspended synthetic fuel activities in 1982 and our emphasis was

shifted toward enhancing coal as a solid fuel by investigating environ-

mentally acceptable coal cleaning and combustion technologies. Today,

well over half of our R&D budget is spent directly or Indirectly on

environmental-related research, Including coal cleaning, combustion,

SOzcontrol, NO, control, particulate control, by-product solids manage-

ment, and air toxics. For the record, CONSOL has the largest privately-

funded coal R&D commitment in the United States.

Our objective for clean coal technology Is to protect and expand our

coal markets, especially for medium- and high.sulfur coals, In the face

of increasingly stringent environmental regulations. Our top priority has

i I i III III II II i iilii iiii_
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been SO: controlsneeded by existing power plants to meet the Clean

Air Act Amendmentsof 1990.

Our primary strategy is to expedite the development of a variety, or

of cost-effective technologies. No one process will be the

panacea for all utilitysituations. If we can minimize SO=controlcosts,

utilities can use locally-availablecoals, especially medium- and high-

sulfur coals. Their use minimizes coal transportation costa, keeps the

localeconomyandcoalmining-rslsted Jobsalive,and, most importantly,

minimizes the ultimate electricitycost to the consumer.

Our secondarystrategyis to support our coal customersin evaluating,

developing,and Installingclean coal technologies Our scientistsand

engineersshare their know.howand experience with our customersto

supplement the customer's often limited technical staffs. Our R&D

personnel provide unbiased, objective technical Inputs because

CONSOL has no proprietaryInterest in, nor affiliationwith, any specific

clean coal technology or technology vendor. As an example of our

willingnessto share data and information,we have published over 50

technical papers in Just the last three years pertaining to clean coal

technologies and the environmental Issues Involvingcoal.
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Now, let me briefly describe the CONSOL Involvement In DOE Clean

Coal Technology projects. CONSOL has been a strong supporter of the

DOE Clean Coal Technology Program since Its IncepUon In 1985. We

have been directly Involved technically and financially intwo major clean

coal projects and have the same commitment to a third. The first two

projects Involve SO2 control technologies. Coolside in-duct sorbent

Injection and eecond-generatlon wet scrubbers.

After a series of pilot plant and Industrial tests, we worked closely with

Ohio Edison, Babcock & Wilcox, and the State of Ohio Coal Develop.

ment Office to successfully demonstrate 70% SOz reduction with the

Coolslde Process at the Ohio Edison Edgewater Station. We provided

substantial technical and financial support to this DOE Round One

project completed In 1992. The Coolside Process fits best with lower.

and medium-sulfur coals and with older and smaller power plants.

We are strong proponents of second-generation wet scrubbers for

applications to high-sulfur coals and high SO2 removal requirements.

Many of these advanced scrubbers have been operated In Europe and

Japan. They can achieve over g5% SO2 reduction in large, unspared

absorber vessels, have low Internal power use, and produce minimal

soUd waste. These advanced scrubbers achieve higher SO2reductions

IIIII II IIIII I
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at 30 to 40% lower costs than the first-generationscrubbem InstalledIn

the 1970e and 80e.

Second-generationscrubbers are a technology that CONSOL has not

developed, but we are trying to expedite Its commerclallzstlon for the

U.S. utility Industrybecause the technologyfits well with our coalsand

our coal markets. We feel second-generationscrubbers maywell bethe

main SO=technologyfor utility compliance with Phase 2 requirements

of the Clean Air Act Amendments. As you will hear throughout the

conference, several of these second-generation scrubbers are being

demonstrated under the DOE Clean Coal Technology Program. Some

of the more promisingsecond-generstlonscrubber projectsInclude:the

Pure Air Advanced FGD Demonstration Project at the NIPSCO BaUly

Station, and the CT-121 demonstration at Georgia Power Company's

Plant Yates, which many of you visited yesterday.

i
We also worked closely with New York State Electric and Gas Corpora.

tlon to develop a DOE CleanCoal Technology Round4 project Involving

the Saarberg-Holter, or SHU, second-generation scrubbing process.

The wst-Ilmestone scrubber will handle the two.unit, 320 MY/Millikan

Station located In Lansing, New York. The SHU process will demon.

strate up to 98% SO=reduction with an economical design, and will

II I I IIII I ] I I I • I
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generate minimal solid and liquid by-product waste. The project will

also maximize thermal efficiency and will reduce NO, emissions. Start-

up Is planned for early 1995. CONSOL Is a technical end financial

member of the NYSEG team on this exciting clean coal technology

project. You will hear more details on this project on Thursday.

Our third clean coal project involves an air.blown Integrated Gasification

Combined Cycle process. IGCC IS an attractive power generation

technology. Air.blown IGCC has the commercial potential for Improved

energy efficiency and lower costs compared to conventional pulverized

coal-fired power plants. The technology can also be used to repower

natural gas-fired combined cycle plants when the economics are right

and base-loaded power demand is needed. We will subsidize the fuel

costs for testing a Pittsburgh Seam coal in the Sierra Pacific Power

Company Pinon Pine Project. The IGCC project involves the KRW

gasifler. Utah coal will be the main test fuel for the 80 MW demonstra-

tion at the Tracy Station in Nevada. CONSOL has agreed to subsidize

the Pittsburgh Seam coal test so the air-blown IGCC technology can be

demonstrated and then offered commercially by the vendors for use

with eastern bituminous coals.

I
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As the final part of my presentation, I would like to share with this

Conference our concerns about clean coal technologies. Will clean coal

technologies really save the future of coal in the face of tougher and

constantly changing environmental regulations? Let me be more

specific.

Take SO=control. I mentioned that promising SO=control technologies

like second-generation wet scrubbers were being demonstrated In the

DOE Clean Coal Technology Program. Will the economics of the

demonstrated clean coal processes be attractive enough to continue to

use high-sulfur coals for Clean Air Act compliance? To be successful,

clean coal processes must offer utilities a means to use higher sulfur

coals and still coat-effectively comply with the SO=emission regulations

of the Clean Air Act Amendments of 1990. As you are aware, under the

legislation, utilities will be able to buy and sell rights to emit SO:. The

market price of these SO= allowances will set a ceiling on the costs

utilities will be willing to pay to remove SO2emissions using clean coal

technologies. As the market prices for SO2allowances become cJearer,

so too will the target costs for clean coal processes. There Is little

doubt in my mind that the costs of technology must continue to Improve

to meet those targets. Otherwise, widespread deployment of these

technologies will never be realized.
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NO= control is another area. With some of the stringent regulations

being proposed for Title 1 compUance, I wonder if there will be

economical, acceptable-risk NO, control technologies? EPA's attitude

was: Just put on low-NO, burners, and that's it. Well, it's not turning out

to be that simple. Many utilities have experienced considerable

difficulty in echlevlng performance expectations. And it Is not Just a

problem of meeting those NO, reduction levels. Many Installations have

experienced Increased carbon In the ash, and some have seen

unacceptable mechanical problems with the bumere.

Compounding the problem, some states, especially in the northeast,

have set or proposed very stringent NO. rsduction standards. Selective

Cstalytic Reduction (SCR) could be an answer. BUt SCR is expensive

and still unproven on high-sulfur coals. Seisctlve Non.Catalytic

Reduction (SNCR) may also be a solution for intermediate NO, reduction

requirements. For SNCR, the potential problem of excess ammonia

break-through must be addressed. Possibly, a combination of SNCR

and SCR used In conjunction with combustion modiflcstlons may be the

uWmate answer. The real issue for government is: Should we mandate

stringent NO= reduction requirements if we don't have proven,

reasonably-economical technology solutions to meet those

requirements?

II
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Potential air toxics regulations create a similar dilemma, emission

regulations that out-dlatance economical, acceptable-risk technologies

to address such regulations. Does the Clean Coal Program even

address air toxica? There are significant problems in even determining

the low concentrations of some of these elements In the coal or flue

gas. For example, cadmium, selenium, and especially mercury are

extremely difficult to measure.

Solid waste management. Will solid waste disposal regulations continue

to get tougher? Can we find more ways to utilize these msterlals? Solid

waste management or by-product utilization has become a major R&D

priority for CONSOL. The quesUon Is: Should it become a higher

priority for the Clean Coal Program?

Carbon dioxide emissions. Will we see CO: emission reduction

regulations Inthe near future? If so, will the advanced power generation

technologies be successfully demonstrated and ready to go at econom-

Ics that make new or repowered coal-fired plants viable? Will hybrid

technologies of gssiflcatlon and fluidlzed bed combustion be possible

long term solutions? Will advanced combuatlon technologies, like those

being developed under the DOE Combustion 2000 Program, achieve

thermal efficlencles of 50% or above? Many advanced technologies
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won't be commercially viable until well after the year 2005. Will

governments wait until then before legislating global climate change

laws? Will the U.S. government facilitate the transfer of advanced

combustion technologies to the developing countries? Can the world

economy even afford globs' climate change emission reductions?

Now, let me quit beating the environmental regulators and address two

other concerns. First, the deployment schedule of clean coal

technologies. The ultimate success of the DOE Clean Coal Technology

Program will be measured by the contribution that the technologies

make to the environmental, economic, and energy future of our nation.

Will utilities take the risks to deploy clean coal technologies? Will

Public Utility Commissions give Incentivss to the utilities to take the

needed risks? I hope the panel session Thursday morning on clean

coal technology deployment and technology transfer addresses these

concerns.

My final concern deals with energy policy and the definition of a clean

coal technology. There have been initistives to persuade PUCs to

endorse co-firing of natural gas with coal by electric utilities as a so-

called clean coal technology. Co-firing is fundamentally an unsound

utility SO1 control compliance strategy due to poor economics. Studies

I II I I IIIII I II II I
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have shown that scrubbing, coal blending, or even switching to lower.

sulfur coals is economically superior to natural gas co-firing. Co-firing

can be shown as an economic compliance strategy only when using

unrealistically low gas prices that do not reflect the risks associated

with volatile future gas prices. I believe natural gas best fits as an

important resource for high-value applications such as home heating

and transportation.

Even though we have such concerns about clean coal technologies, I

want to conclude on a positive note. CONSOL remains committed to

the commercialization of clean coal technologies. We want to applaud

the many utilWes across the nation that have and will take the risks to

demonstrate and deploy these promising technologies. We applaud the

state public utility commissions which have allowed utilities to take the

economic risks to test these technologies. I also want to thank Senator

Byrd of West Virginia for his strong support of the Clean Coal Program,

especially when it came time f_ _budget appropriations. As we all know,

coal is our moat Important long.term natural energy resource. Clean

coal technologies can help to use it efficiently, economically, and in an

environmentally acceptable manner.

I
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I think we are going to find that the Clean Coal Programhas achieved

remarkable results-creating legitimate options for emissions control.

It will be a major disappointmentto me if we cannot celebrate those

successes or applaud DOE, the coal Industry,and others for spending

large amounts of money merely because political groups with short

attention spans, have shifted their attention to the new "politically

correct" Issues even before the current one Is solved. Though It Is

frusUaUngto solveproblems, and concurrentlyfind that public Interest

has moved on, we should feel proud of our accomplIshments In

developingclean coal technology.

Thank you.

__ I
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PLANTING THE CEED FOR SUCCESS

John Paul
Southeastern Regional Director

The Center for Energy Economic Development



In 1944, over half of the American people heated their homes
with coal. Even in the mid-to-late 1940s, coal was the favored
heating source for most people relatlve to gas and oil. Coal was
part of peoples' everyday lives. Sure, there were the negatives
to using coal as with any fuel - people then and now think of air
pollution scenes of Pittsburgh in the '40s -- but people also
knew, personally, the benefits of coal.

Well, since the '40s, new technologies have cleaned the air
in Pittsburgh. But coal as a home heating source has become
nearly extinct -- and by extension, coal's familiar benefits have
disappeared from view for most people.

In this generation, coal as an energy source has become
something of an abstraction -- in many ways like nuclear power.
People never see coal except when there are problems; Tragic but
thankfully infrequent mine accidents, transportation problems
resulting from a disruption or derailment, and blame for a range
of environmental problems.

Today, coal's benefits are largely invisible. But coal's
problems are very visible and easy targets for the media. And as
coal has become more of an abstraction, false information and
negative images brought by anti-coal forces -- which include the
media, environmental groups and competing fuels-- have become
more easily imbedded in the public mind and are trending more
negative. Why? Because there are precious few countervailing
positive images of coal -- we no longer have the personal
experience, as with home heating, or we fail to recognize that
the electricity that runs the conveniences in our daily living
is, in fact, the modern manifestation of coal.

This model of "what's gone wrong," actually poses two
challenges=

First, the issue of coal's negative image. There are
negative imbedded attitudes about coal and coal use
across broad cross-sections of the American people, and
targeted audiences of political/social activists.
These negative attitudes are trending worse and are
driven by organized opponents, and political agendas.

Secondly, there is the hurdle of doing something about
it. The relative good times for the coal industry --
we have almost doubled our production in the last 20

III II I II
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years -- have masked the serious slippage in public
opinion. Production is up. Public opinion is down.
This phenomena sets the industry up for a fall, if left
unattended. An evading image is a ticking bomb.

So, what to do? It is very clear we have a major challenge
on our hands. The facts I have Just recited, and a series of
delayed or cancelled coal units throughout the U.S., partlcularly
a number of proposed coal fired independent power projects in the
South, caused CEOs from several major railroads to review options
aimed at addressing the problem. Those discussions led to
interaction with their counterparts at major coal companies, and
a new movement was formed. Major resources were Joined to deal
with a major challenge.

For those of you familiar with the history of the rail and
coal industries you know that the sharing of resources under this
new common banner - The Center for Energy and Economic
Development - or CEED, is no small miracle. For those of you not
familiar with the history of these two major industries let me
simply say we have had a very torturous and often openly hostile
relationship. Fortunately, rail and coal leadership recognized
the overall, long-term good of both entities required the
subordination of parochial interests and conflicting positions on
specific national issues.

CEED has been organized to advocate responsible energy
policy - a policy that does not discriminate against coal. Where
there is coal - there is low-cost electricity and economic
development. It is an umbrella under which a broad coalition of
business and individual interests can cooperate.

The CEED process began with a comprehensive public opinion
research program that would allow us to understand attitudes and
opinions about energy and economic development, more specifically
coal, and related issues. We reviewed the public opinion history
of coal beginning with the first national survey in 1944, and
then is December of 1992 we held a series of qualitative focus
discussions in Tampa, Hartford, Denver and Indianapolis. In each
city there was a discussion between business leaders and
environmental activists, and one with the general public. In
January of 1993, the focus groups were followed by a quantitative
assessment of national opinion measuring trends, and collecting
demographic and geographic differences.

Let me share a few observations that resulted from the focus
groups and survey=

Slide Public Perception of Fuel Used to Generate
Electricity in the U.S.

Slide Public Vision of Future Fuel Use to Generate
Electricity in 10 Years
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Slide Public Knowledge About Coal - Electricity
Coal Provides More Than 25%

Slide Public Perception vs Reality of Coal Use
Slide How Likely We Will Run Out of Coal in 50

Years
Slide New Coal Plant in Your Area

Slide Acceptability of High Technology Plant In
Your Area

Slide Future Importance of Coal

These survey results and the CEO level discussions led to
the establishment of a plan of action -- that action was the
creation of CEED.

Slide CEED i

There are numerous industries and individuals economically
allied with the coal industry and share concerns about coal's
image. Where there are shared concerns there should be shared
resources. These shared resources will be organized to produce
positive education and outreach programs to business, the media
and policy makers. CEED has been established to fulfill that
mission. CEED will produce and sustain a long-term education and
information effort to communicate messages about coal, the U.S.
economy, new technologies and environmental progress and
compatibility.

Slide Regional Organizations

We are a single purpose organization created for the purpose
of keeping the coal option a viable alternative for utilities,
IPPs and industrial users, funded by eight of the Class I
railroads and coal companies representing more than 50% of the
total U.S. production. The membership recognizes that it took us
a long time to get into the predicament we find ourselves in and
there will not be an overnight solution; therefore, there is a
long-term commitment to the program.

D.C. Administrative Office

Regional Offices
Member services and facilities/small staff

Not a beltway institution
Not a typical issue organization or coalition
Board of Directors/Regional and State Steering

Committees
Deal with each area or state in a manner that fits

the individual situation.

Slide Immediate Goals
Slide Communication Tools

IL I
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Basically, we plan to "get out among them", "show up", and
generally establlsh a presence to insure that the real facts get
out. We intend to build out a single, straightforward, reality-
based program that builds off the unambiguous strengths of coal,
while recognizing existing public perceptions. This is not an
anti-other fuels program, but we do want a level playing field
where coal is part of the business decision process. This will
be accomplished through a true grassroots effort that will
energize Individuals and entities, and in the long term establish
coal's image as a fuel of the future -- a high technology product
and a crltical American asset that touches the lives of most
Americans.

Thank you for your attention. I will be happy to answer
questions or provide you with information on how you can Join
with us in this most important effort.

II II
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PUBLIC PERCEPTION OF FUEL USED
TO GENERATE ELECTRICITY IN U.S.
% of Respondents Citing Fuel That generates 25% of Electricity or _re
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PUBLIC VISION OF FUTURE FUEL USE
TO GENERATE ELECTRICITY IN 10 YEARS
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PUBLIC KNOWLEDGEABOUT COAL
"Coal Provides More Than 25% of

Electricity Nationally"
National Norm: 17% of respondents identify coal
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PUBLIC PERCEPTION VS. REALITY OF COAL
USED TO GENERATE ELECTRICITY IN U.S.

% of Respondents
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HOW LIKELY IS IT THAT THE U.S. COAL
SUPPLYWILL RUN OUT IN 50 YEARS?

% of Respondents
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NEW COAL PLANTIN YOUR AREA?
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' PUBLIC ATTITUDE ABOUT COAL
"Acceptability of Building High Technology

Coal Plant in Your Area"
National Norm: 47% of respondents approve; 43% of respondents disapprove!
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OUR FUTURE ENERGY NEEDS:
oo

THE IMPORTANCE OF COAL
o

"_ % of RespondentsWho Feel Coal Is ExtremelyImportant
O
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THE CENTER FOR ENERGY
AND ECONOMIC DEVELOPMENT

Immediate Program Goals

Organize and muster a broad base of pro-coal
interests in states and communities:

• Plan and produce education and communications programs

' • Neutralizeeffortsaimed at restrictingthe use of coal

• Reach out to decisionmakersin government, business,
education, and the media

-_ • Produce local pro-activeprograms in support of new
" coal/electric power plants= high technologyE]
O

• Place expert witnessesat state and local regulatoryand
legislativeproceedings,externalityand siting hearings

o
O

o

0
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'°° THE CENTER FOR ENERGY
oO LOPMENT"- AND ECONOMIC DEVE0

Communications Tools
0
0

@

• Recruiting and advocacy videos

• Ceed public affairs kit

• Electronic interactive information network

• I
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Speaker introduced by:
Jack S. Siegel,

Acting Assistant Secretaryfor FossilEnergy,
U.S. Departmentof Energ__
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CCT CONFERENCE ADDRESS

MICHAEL K. REILLY

SEPTEMBER 7. 1993 --FINAL

THANK YOU LADIES AND GENTLEMEN.

ON BEHALF OF AMERICA'S COAL INDUSTRY, I WANT TO COMMEND THE

DEPARTMENT OF ENERGY AND THE SOUTHERN STATES ENERGY BOARD FOR

PUTTING ON THIS SECOND ANNUAL CLEAN COAL TECHNOLOGY

CONFERENCE.

IT IS THROUGH GATHERINGS SUCH AS THIS THAT FACTS AND FINDINGS

ARE ACCUMULATED AND ASSESSED. FROM A SIFTING AND SORTING OF

THE FACTS, INDIVIDUAL DECISIONS EMERGE. AS THE DECISIONS

MOUNT, CONSENSUS FORMS. AND FROM CONSENSUS FLOW THE ACTIONS

THAT TURN PROMISE INTO REALITY.

I AM HERE TODAY IN THREE CAPACITIES. FIRST, AS CHAIRMAN OF

THE NATIONAL COAL ASSOCIATION, WHICH REPRESENTS THE COMPANIES

THAT SUPPLY MOST OF AMERICA'S LARGEST DOMESTIC ENERGY SOURCE.

I AM ALSO HERE AS CHAIRMAN AND CHIEF EXECUTIVE OFFICER OF

ZEIGLER COAL HOLDING COMPANY. THE ZEIGLER FAMILY OF

COMPANIES PRODUCES MORE THAN 40 MILLION TONS A YEAR AND HOLDS

RESERVES OF 3.5 BILLION TONS. ZEIGLER IS THE NATION'S

LARGEST INDEPENDENT COMPANY DEVOTED SOLELY TO COAL.

FINALLY, I AM HERE TODAY AS A TANGIBLE SUPPORTER OF CLEAN

COAL TECHNOLOGY THROUGH THE ENCOAL MILD-GASIFICATION PLANT...

AT ENCOAL; LOCATED AT OUR BUCKSKIN MINE NEAR GILLETTE,

WYOMING, WE ARE IN PARTNERSHIP WITH THE DEPARTMENT OF ENERGY

THROUGH ITS EXCELLENT CLEAN COAL TECHNOLOGY PROGRAM.
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ENCOAL USES LOW-RANK, SUB-BITUMINOUS COAL AND PRODUCES TWO

HIGH-RANK FUELS OF LOW SULFUR CONTENT. THESE INCLUDE A

LIQUID FUEL THAT SUBSTITUTES DIRECTLY FOR NO. 6 FUEL OIL...

AND A SOLID PROCESS FUEL WITH A MUCH HIGHER HEATING CONTENT

THAN THE FEEDSTOCK. WE SEE IN ENCOAL PROGRESS IN TWO

ENVIRONMENTS--THE ECONOMIC AND THE NATURAL. THIS IS THE

PROMISE OF TECHNOLOGY, AND IT IS ONE THAT IS BEING PLAYED OUT

WITH VARYING DEGREES OF SUCCESS ACROSS THE UNITED STATES.

/

I WAS ASKED TO SPEAK TO YOU TODAY ON THE TOPIC OF...COAL:

FUEL OF CHOICE AND FUEL OF NECESSITY. AND WHILE, ON ITS

SURFACE, THE TOPIC MIGHT HAVE SOMETHING OF A GENERIC QUALITY

TO IT, AT ITS ESSENCE IS THE CORE OF THE CHALLENGES THAT

WE'VE FACED, AND THE OPPORTUNITIES THAT AWAIT US.

FOR THE STORY OF COAL IS THAT OF A LOVE-HATE RELATIONSHIP

THAT EXTENDS BACKWARDS MANY CENTURIES. COAL HAS SLOWLY...

QUIETLY... STEADILY CARRIED THE PROGRESS OF ENTIRE

CIVILIZATIONS UPON ITS BROAD SHOULDERS. YET WHILE COAL HAS

OFTEN BEEN THE FUEL OF CHOICE...IT HAS RARELY BEEN ACCEPTED

BY THE GENERAL PUBLIC WITHOUT RESERVATION. COAL HAS BEEN

VIEWED NOT JUST AS A FUEL OF NECESSITY BUT AS A NECESSARY

EVIL... SOMETHING TO GET US THROUGH UNTIL WE CAN FIND A TRULY

GOOD FUEL.

THIS HAS BEEN THE CASE, DESPITE THE FACT THAT OTHER ENERGY

ALTERNATIVES HAVE CONSISTENTLY FAILED TO MATCH COAL'S

_TABILITY... CONSISTENTLY FAILED TO MATCH COAL'S

AVAILABILITY... AND CONSISTENTLY FAILED TO MAT C_ COAL'S

IltllL_ __ _ II __ I' IIIIII I I I I _. I
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WHEN I CONSIDER THE CLAIMS OF COHPETING FUELS... AND IT MAKES

NO DIFFERENCE WHETHER YOU ARE DISCUSSING NUCLEAR ENERGY IN !
THE NINETEEN-SIXTIES OR NATURAL GAS IN THE NINETIES... I AM

REMINDED OF THE STORY ABOUT A LITTLE BOY WHO WALKED INTO A

CANDY STORE AND ASKED FOR A PISTACHIO ICE CREAM CONE. WHEN

THE OWNER TOLD HIM IT WOULD COST A DIME, THE BOY SAID THAT

THE STORE ACROSS THE STREET ONLY CHARGED A NICKEL.

"SO WHY DON'T YOU BUY IT THERE?" ASKED THE OWNER.

"BECAUSE THEY ARE OUT OF PISTACHIO," REPLIED THE BOY.

"WELL," SAID THE OWNER, "IF I WAS OUT OF PISTACHIO, I'D

CHARGE A NICKEL, TOO."

FUEL OF CHOICE. FUEL OF NECESSITY. BUT IF YOU LOOK TO

COAL'S PLACE IN THE NATION TODAY, AND FROM WHERE IT HAS COME,

THAT IS NOT REALLY THE PROPER ORDER. AFTER ALL... COAL'S

ASTOUNDING ABILITIES TO PROVIDE ABUNDANT, INEXPENSIVE AND

RELIABLE FUEL WAS RECOGNIZED BY THE CHINESE AS FAR BACK AS

300 A.D., AND IN WHAT IS NOW AMERICA BY THE 1400S.

THOSE WHO ARE NOW READY TO PROCLAIM THE DEATH OF COAL WOULD

DO WELL TO REMEMBER THAT THE FIRST ENVIRONMENTAL

PRONOUNCEMENT EXPECTED TO DOOM THE COAL INDUSTRY WASN'T THE

CLEAN AIR ACT OF 1970, OR ITS AMENDMENTS IN 1990--BUT AN

EDICT FROM ENGLAND'S KING EDWARD THE FIRST IN THE EARLY

1300S.
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NO SOONER HAD FOURTEENTH CENTURY ENGLAND DISCOVERED THE

WONDERS OF COAL THAN THE KING CAME OUT WITH A HARSH ATTACK

AGAINST, QUOTE, THE STINK AND BADNESS OF THE AIR AND THE

DESTRUCTION OF THE FRUIT TREES. THERE IS NO RECORD,

INCIDENTALLY, THAT HE MADE ANY REFERENCE TO NITROUS OXIDE

EMISSIONS OR CLIMATE CHANGE.

IF YOU'RE CYNICAL, YOU CAN DRAW FROM THIS STORY THAT COAL HAS

ALWAYS BEEN UNPOPULAR...AND ALWAYS WILL BE.

BUT WHILE OUR CRITICS WOULD DWELL ON ONLY THE UNPOPULARITY OF

COAL, THIS APPROACH CLEARLY MISSES THE POINT. FOR IF IT IS

EVIDENT THAT THE CLASHES OF COAL WITH THE DEMANDS OF

ENVIRONMENTALISTS HAVE A SEVEN-CENTURY LEGACY, IT IS ALSO

QUITE CLEAR THAT COAL HAS NOT ONLY SURVIVED DURING THAT

TIME... BUT IT HAS THRIVED.

ON AN EMOTIONAL LEVEL, COAL MAY NOT HAVE ALWAYS BEEN THE FUEL

OF CHOICE. IT HAS BEEN, THOUGH, AND WILL CONTINUE TO BE, THE

FUEL OF NECESSITY. WHAT I BELIEVE WE ARE CONCERNED WITH

TODAY, AND EVERY DAY, IS EXPLORING N" _YS TO BRIDGE A

NATION'S WANTS WITH A NATION'S NEED_ WILL BE SATISFIED

IF THE PUBLIC VIEWS COAL AS A NECESSI'_. BUT I, FOR ONE,

WOULD FEEL MUCH MORE SECURE IF THE PUBLIC VIEWS COAL THE WAY

YOU AND I VIEW COAL... AS THE BEST SINGLE SOURCE OF

ELECTRICITY IN THE COUNTRY TODAY.

WHY IS COAL THE FUEL NECESSITY? THE ANSWER LIES IN THE

PRODUCT VIEWED BOTH SEPARATELY AND IN CONJUNCTION WITH THE

OTHER AVAILABLE FUELS.
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TO APPRECIATE THE BROAD SHOULDERS OF COAL IN OUR NATION'S

LIFE, YOU DON'T NEED TO LOOK AT ITS MAJOR IMPORTANCE IN

SETTLING THE WEST BY FUELING THE STEAM ENGINE. AND YOU

NEEDN'T LOOK AT ITS CRUCIAL ROLE IN SERVING AS THE SPARK THAT

IGNITED OUR INDUSTRIAL REVOLUTION. NO, TO VIEW OUR

INDUSTRY'S BEHIND-THE-SCENES SUPPORT, YOU SIMPLY NEED TO PICK

UP ANY NEWSPAPER OR MAGAZINE. THERE, HIDDEN IN A WORLD THAT

HAS FOR TOO LONG TAKEN IT FOR GRANTED, ARE THE HUNDREDS OF
i

STORIES THAT ILLUSTRATE HOW COAL AND ELECTRICITY CONTRIBUTE

GREATLY TO OUR EVERYDAY LIVES.

IN PHILADELPHIA, COAL ASSISTED IN LASER SURGERY WHEN DOCTORS

PERFORMED A BREATHTAKING OPERATION TO SEPARATE THE JOINED

HEARTS OF SIAMESE TWINS. IN DENVER, COAL POWERED THE

MICROPHONE AND VIDEO SCREENS THAT ENABLED THE POPE TO SPEAK

TO HUNDREDS OF THOUSANDS OF HIS FOLLOWERS. AND HERE IN

ATLANTA, COAL WILL BE A PARTNER... SILENT AS ALWAYS... IN

ENERGIZING THE SPECTACULAR DISPLAY THAT WILL BE THE 1996

SUMMER OLYMPICS.

COAL LETS THE NEON LIGHTS SHINE BRIGHT ON BROADWAY. COAL

FUELS THE COMPUTERS THAT COUNT DOWN THE SPACE SHUTTLE

LAUNCHES. COAL ENERGIZES THE AUTOMAKER'S TOOLS, THE

TEACHER'S CLASSROOMS AND THE BAKER'S OVENS FROM ALASKA TO

FLORIDA.

COAL IS VAST AND ABUNDANT. IT CONSTITUTES 90 PERCENT OF THE

NATION'S FOSSIL FUEL RESERVES--NEARLY 300 YEARS WORTH. AND

IT ACCOUNTS FOR MORE OF THE NATION'S ELECTRICITY GENERATION

THAN ALL OTHER FUELS COMBINED.

i COAL'S LONGSTANDING USE CAN BE ATTRIBUTED TO SOME COMMON

L ADJECTIVES. CHEAP. ABUNDANT. DOMESTIC. RELIABLE.
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IN A WORLD BLOATED WITH SLOGANS, THESE TERMS MAY SOUND

HOLLOW. BUT OUR NATION HAS NEVER GONE TO WAR TO PROTECT OUR

COAL INTERESTS, AS IT HAS WITH OIL. OUR NATION HAS NEVER

SEEN ITS FACTORIES AND SCHOOLS CLOSE BECAUSE OF INSUFFICIENT

COAL, AS THEY DID DURING THE NATURAL GAS SHORTAGES OF THE MID

1970S. AND OUR NATION HAS NEVER SEEN THE DRAMATIC PRICE

VOLATILITY OF COAL THAT IT HAS SEEN WITH A VARIETY OF OTHER

FOSSIL FUELS.

NONETHELESS, THERE ARE MANY PEOPLE WHO TODAY PREDICT COAL'S

DEMISE, FEELING SURE THAT THE EFFECTS OF THE CLEAN AIR ACT

WILL CRIPPLE THE INDUSTRY. TAKE THIS QUOTE, FOR INSTANCE:

"ALTHOUGH OUR INDUSTRY HAS MANY SERIOUS ECONOMIC AND

REGULATORY PROBLEMS FACING IT TODAY, NONE ARE AS THREATENING

AS THE CLEAN AIR ACT. THE SULFUR RESTRICTIONS IMPOSED BY

THIS ACT ARE SEVERELY RESTRICTING THE ELECTRIC UTILITIES IN

MEETING THE ENERGY DEMAND. THE LOW SULFUR FUELS REQUIRED BY

THIS LEGISLATION ARE NOT GENERALLY AVAILABLE TO THE

UTILITIES. SULFUR LIMITS HAVE BEEN SET WITHOUT REGARD FOR

THE CURRENT STATE OF EMISSION CONTROL EQUIPMENT WHICH,

DESPITE SIGNIFICANT PROGRESS, HAS NOT YET REACHED THE STATE

OF A PROVEN FULL-SCALE COMMERCIAL PROCESS." END OF QUOTE.

THIS IS TYPICAL OF THE RHETORIC OF THE DAY, AND INDEED THERE

ARE ISSUES THAT OFFER MAJOR SOURCES OF CONCERN. BUT WHAT IS

NOTABLE ABOUT THIS STATEMENT IS THAT IT CAME FROM MY OWN

COMPANY'S ANNUAL REPORT IN 1970, IN RESPONSE TO THE

PASSAGE OF THE CLEAN AIR ACT.

I I
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SINCE THAT TIME, ZEIGLER HAS INCREASED ITS SIZE BY A FACTOR

OF MORE THAN i0 TIMES. BUT, MORE IMPORTANTLY, THE UNITED

STATES COAL INDUSTRY HAS GROWN A HEALTHY 62 PERCENT. LET ME

ASSURE YOU THAT WE AT ZEIGLER--AND MOST PEOPLE IN THE

INDUSTRY--WOULD BE QUITE CONTENT WITH ANOTHER 20 YEARS AS

"BAD" AS THE PAST 20.

REALITY AND PERCEPTION ARE NOT ALWAYS THE SAME, OF COURSE,

AND COAL'S IMAGE HAS LONG LAGGED BEHIND ITS GRAND FUNCTION.

AT THE SAME TIME, THE POWERS THAT BE LARGELY CONTINUE TO

OVERLOOK COAL'S ACCOMPLISHMENTS AND PROMISE IN FAVOR OF THE

POPULAR ENERGY OF THE DAY.

IN THE 1960S, _ ENERGY WAS GOING TO BE THE FUEL TO MAKE

ALL OTHER FUELS OBSOLETE. MORE RECENTLY, NATURAL GAS HAS

ATTRACTED AN INSTITUTIONAL FOLLOWING IN WASHINGTON AND

ELSEWHERE. AND RENEWABLE ENERGY CONTINUES TO CAPTURE THE

IMAGINATION OF OUR NATION'S COUNTERCULTURE.

BUT TAKE A CLOSE LOOK AT ONE OF TODAY'S ENERGY DARLINGS...

NATURAL GAS... AND SOMETHING INTERESTING OCCURS. BECAUSE IF

YOU ATTEMPT TO ERASE COAL FROM THE AMERICAN SCENE AND

SUBSTITUTE NATURAL GAS, YOU ARE NOT LEFT WITH A WONDERFUL NEW

WORLD. IN FACT, YOU ARE LEFT WITH... A LOT OF QUESTION

MARKS.

THE SIREN SONGS OF INDUSTRIES LIKE NATURAL GAS ARE PLAYED

LOUDLY TODAY. BUT EVIDENCE SHOWS THAT THEIR PROMISES OF

RELIABILITY AND PRICE SIMPLY CANNOT BE BACKED UP.

THERE IS A REASON THAT NATIONALLY, SINCE 1970, COAL'S SHARE

OF THE ELECTRICITY MARKET HAS INCREASED 20 PERCENT WHILE THAT

OF NATURAL GAS HAS PLUMMETED 60 PERCENT.

i I llili
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PART OF THAT REASON LIES IN RELIABILITY. FOR ALL OF THE

HOOPLA SURROUNDING NATURAL GAS, INCLUDING THE INDUSTRY IS OWN

CLAIMS TO BEING SUPERIOR TO COAL, THE FACT REMAINS THAT

PROVEN NATURAL GAS RESERVES AT CURRENT USAGE RATES NOW STAND

AT A MERE EIGHT-YEAR SUPPLY. THAT COMPARES TO WELL OVER A

CENTURY FOR COAL. AND IF NATURAL GAS WERE TO COMPLETELY

COAL CONSUMPTION IN THIS COUNTRY--AS I ASSURE YOU

SOME ENVIRONMENTALISTS WOULD DESIRE--THAT SUPPLY DWINDLES TO

JUST Four YEARS! WORTH.

i

UTILITIES TODAY MIGHT BE ABLE TO GET A FIVE-YEAR CONTRACT FOR

NATURAL GAS, AND THEY MAY HAVE SOME PRICE PROTECTION IN THE

SHORT TERM. BUT I WOULD HATE TO BE THE CHIEF NATURAL GAS

BUYER FOR A UTILITY TRYING TO PREDICT WHERE PRICES OR

AVAILABILITY FOR THAT GAS WILL BE WHEN THAT CONTRACT RUNS

OUT.

PRICE, OF COURSE, QUICKLY FALLS VICTIM TO SHORT SUPPLY. AND,

AS A RESULT, WE HAVE ALREADY SEEN NATURAL GAS PRICES ROCKET

80 PERCENT FROM LEVELS OF A YEAR AGO. THESE AREN'T THE SORT

OF NUMBERS THAT OFFER CONFIDENCE TO UTILITY PLANNERS AND FUEL

BUYERS.

THESE NUMBERS, TOO, SHOULD NOT INSPIRE CONFIDENCE AMONG THE

NATION'S DECISION MAKERS. AND IT IS OUR JOB TO MAKE SURE

THEY ARE MADE AWARE OF THESE FACTS. OUR GOAL IS NOT TO TEAR

DOWN THE NATURAL GAS INDUSTRY, BUT TO POINT OUT THAT IN TERMS

OF RELIABLE, ABUNDANT, INEXPENSIVE DOMESTIC ENERGY, 9OAL

STANDS ALONE.

I DON'T KNOW HOW OUR ENERGY WILL BE SUPPLIED A CENTURY FROM

NOW. IT MAY WELL BE FROM WIND OR GEOTHERMAL ENERGY OR SOME

SOURCE NOT YET EVEN CONSIDERED. BUT THE HARD FACT IS THAT

ONE ENERGY SOURCE IS IN A POSITION TO BEAR THE MAJOR BURDENS

OF ADVANCING OUR CIVILIZATION. THAT ENERGY SOURCE IS COAL.

I I I
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