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SUMMARY SHEET
draft Environmental Statemen:t (FRDA-1247)
Synthetic Fuels Cemmerciciization Program

U.S. Enerpy Rewnareh and Levniopment Adrinistravian
and .S, beparrment of e Interior

This Draft Environmenial Statemen: hoe been prepared and jasued by cthe
Uone boeryy Rescarch and Developmes Adminferratien ansd the U0, Deparc-
pent of the Interior in accordanee with the Naticaal lnavironmeatal Policy
Act oo the fwpicoentiug puidelines or the Council on bovirer zentai
Guality in support of the administrative preposal for japlercentatian oo
the svathetic Pucels Commercialization Prapran.

An Incentive program is proposcd to ensure productien at commerci
o1 the cquivalent of 350,000 barrels per day of synchetic 2
oil shaie, and biemass (urbar and other wastes). Qprlona2l prosran
ol one million barrels per day end 1.7 millivn darrels per doo cauiw
are considered.

Syvathetic fuels corversior jlante constructed with 2id of Tre s ranoused
incentives would create air and warer pelinticn ani soiid vasc. anq (-ez2ce
noise and aesthetic dugradatien. Conjuncrive devclopronis ne.r
support the gplants wourld ipcliele mining, pipclires. aad
ezch of which would slse impact alr, watzar, . land.  JOh=rmunity
ment or expansion would be required tc suppors cuaveorsicn plants in
areas. Ducause ef the size ¢: the prozrar, impnevs foula 2ecur ia
regions of the countre.

Major alternatives to the uction that were conmsidered inclule: no action:
alternacive program leve'ls and mixes; inzreasc! cerservatic: t.o red-.oe
2rergy demand: increased empinasis orn alternative domestic enar.: resouraes:
anc incrceased oll and gas imperts.

<
s

Comments on the Drafi Statement are ieing racuested from: tle Depariments
of Agriculture: Comrmerce; Defense; nealth, "ducitica. and “el<are; housing
ancd Urban Develcpment; Justice: lLabor: Statc; Tramsporzaticn: and Treasury:
the Advisory Council on Mistoric freservarien: Snvirenmental proctection
Agency; Feoderal Energy Administration; Federal Power Cornissior; Genercl
Services Admintstration; Interstare Commerce Commission: Nitional Science
Foundacion; Naticral Acreoanutics and Space Administration; Nuclear
Regulatory Commiesian: Cemmunity sServices administration; Tenncssee Valley
Authority; and Warer Rescurces {ouncil; the Governors and Clearinghecuses of
all rifty srates and enviromnental and other erpanizatiecns that m~y have an
interest in the Tremgrac (these ~rganizations are lists:! on the reverse side).
A 60-day commentr pericd Tas heen estaklisnez.

The Drait Cnvironrental Sratercns uwas ferwarded to the Council on
[nvironnental CQuality or January 16, 107A, and 4 notize sukmicted ¢ the

Federal Register announcing Dz availabities.

NOTF: For furthcr infTormarion centact YMorzbew . Reillw, Acting As<istant
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and Develepnont Adwministration, Washingzon, Do C. 0 20543,
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EXECUTIVE SUMMARY

Sackground

Tne cost/benefit anclysis addressed the question 0§ whetinen tne
Fedenat Government snould accelenaie tie Zommercial production 04 syn-
thete fuels and, 4§ 3¢, at what rate. A decision analysis was widlized
Lo assdsd an maiing this determinaiiorn. Specijically, the clternative
pwgham Levels evaluated 1 s neport are:

¢ No Program - ne Federal involuvemesnt Ln a commenciafization
program, bui coentlwaticn ¢f research and development and
nermmat dnvestmens decdsdcens by U.S. indus.try.

¢ Injommation Progham - Federal <nvelvement desdgned ic assdist
4l Ine establisiment of the equivalent 04 350,000 dbarrels pex
day in capacity.

¢  Medium Pregram - desdigned to produce appacxdimarely 1,000,000
barels pex day.

e Maximum Program - desdgned Lo produce apbmcx&m&tely 1,700,000

barreds pen day.

Eacn altewaiive pregram was quaniilatively evaluated allowing fox
such gactors as: unceriadnty, jfuture ingluences, relative prices,
techinclogacal change {Lemwntng curves), and otiler economic as welld as
non=econemdie vafues. In additicn, zthe nedging ch Ldurance value 04
abternatives has been incorporated An the evaluation. Thus, The expected
net benefit takes intc account vot only econcmic benefits but alsc the
costs of embango proieciion, envinonmenial egfects, and soclo-economic
effects. Fon eacn of the tnnee alterwaiive Levels of the commencializa-
ion program, Zne 4cllowing synthetlc fued technologies were included:
shale ¢k, ccal syncwde, sclvent negined coal, methanof from coal, and
high and Low Biu gas grem coal. 1In tals confext, it is impontant %o
note that the mix ¢g plants considered under each 04 the alternative
progham Leveds s intended Zo be representative and was predetenmired.
In cther wonds, there 48 ne attempt {n this analysis 1o examine whai
would be fre best (Least cost) mix of plants for a commerciallization
progham ¢f @ given s4ze jrom edtnen the economic o environmental point
0f view.




Resufts o4 £hie Anafys.is

The expected costs ¢f all commercdalization aliematives considened
exceed the caneddts.  Fen tie iaree programs selative 1o io progham,
the discounted expected net wnegative benefits [in 1975 delfaws) ate:

¢ -1.3 bidkion defhans fen the Andoamaiicn program
¢ -5.1 bifbien doffars §en the medium program
¢ -17.0 bekiion doifans ot Lhe maximum progham

It 45 dmpostant fe nete Lnat fiere Ls consdderchble uncertalndy in
i Y
net benefdd dncenperated infte e cost/benedit analysis. Fon txample,
thete 45 @ 10 percent caance that net benefits will exczed $7.0 dilLiocn
and a 10 percent chance that they will de Zess fnan49.0 billicn fon
the dnfommation progrnam. Funthen, cthen beneddts, such as demenstrating
cun intewational resclve, may add fo these xesults. The mosi crucial
factons ajfecting tne xesulis wnder The preposed commerelabization
presram Levelds gre:
¢ The prcbabililu 0§ ¢ sticng cartel
17 There 48 a stwag cartel Trweugn the end ¢f the
century, the infcamational and medium commetcialization
programs yield pesitive expected benejits ¢f $2.7 bitlion
and $6.5 billion respectively. Under a weak cantel, the
expected benefits of the two programs are -$5.6 billion and
-$16.5 billion nespectively.

o Tiae cost o4 synthefic juels
T3 suntheltlic fuels Zww ocut to be 4inexpensive [awound $711
pea bawrel cwde oif equivalent tn 1975 doflaxs), the in-
chmaiion progham results 4n a net expecited benedit vg
g3.4 bitlion. 14, on the ofher hand, synfhetic fuels are
expensdve. the expacted net benefdit of Zhe Anformetion
pregham 46 -$6.2 billicn. The expected net benefits of the
medium prcgham hange fhom $5.7 billion fo -519.2 billion
unden the sdimilar assumpiions with nespect Zo the cost of
synthetic fuekls.




The effect cf Zne program cn suntnetdic juels ccsis.

Regardless ¢f tne genetwad fevel 03 synthefic juek costs, the
Langer e commredalization eifost the mere cosits ate aséumed
to declane. The dnformation pregram 48 judged %o seduce ccai
by an average ¢4 $1.83 ret bawvel, and e medium prcgram by
ar additional $2.0& pen barrel. Talsr 4s the Langest single
positive 2ffect 0f the program. In elimivating ihis effect
gaom the (nformaticn pacgram, ihe net benzgit declines {aom
-$1.6 billicn tc -$3.7 odllicn.

In edditdicr Zo tne above, tie Task Fonce scugnt te determine whetnes

olnen enengy Lnitiatives, by elther the executive cx Legislative drancies
¢y tne Fedewat Goverment could agfect the desdnabidiity of a synthetic
juels commercializoiion proghram. 12 wed gound that:

1§ the gevernnment should adopt a s4x miléion barrel pen day
Amaeat mesiniction by price ¢t quots, the Laiommation pAc-
anam would have an expecxed positive net benegit c¢§ $12.0
oiliion; however, -t this case the nation would incut @ L2884
4n expected benegit (socdal swwpius| or the onder of $73
billicn giver a aincng cantos and $17 didddcn gdven awoak
canted.

A storage program cf .6 Z¢ 1.0 blllion barneds would have
2dmos X mumal effect on e desinabllity cf a suniretic
juelks commencializaticn prcgram; however, such a $%04age
program would have an expected nti vgacidlt fo ihe naticn
¢ abeut $7 billicn.

Finally, £t was detesrmined that the cxpected benefits ¢4 a program

ne nekatdively nsensidlive Lo neasonable cihanges n the gollowing
gactons:

socdal discount rate
protability and consequeinces cf an embargo
envinonmental and soclo-economic costs

divengence o4 private and public {ntenest.

iii




Conclusions and Recommendations:

The 4indings of the decision analysis are fnat a fully commitied
syntheiic guels commencialization program at the 1.7 mm bbLs/day ox
1 mm bbLs/day fevel cannot te justified at tnis time. Funther, there
is an cxpected net £ess cf $1.6 billion associated witn the ingonma-
tien program 04 350,000 bbls/day. However, Lt should be noled that
any 04 the jollowing additional positive beneddts which were noi
measwied by the analysis could meve the ingormation program fewards «
mere posdtive posiune:

o The wtewational Leverage (bargaining pusbt{_on) that would

acchue te ihe United Siates as a nesuli of a synthetic fuels
prRoghanm.

¢ The nescfution of wicentainiy wifn negatd to government policy
wiien may otheusise Lthibit development of the synthetic fuel
tecmolegies close Lo commercial development.

¢ The vafue {0 tne united States cf Lower ol payments made by
othen impoiniting nations.

o The wontd and domestic Leadenship value 0§ an activast pesition.
o Pessible favonable impact on cantel strength.

In addition to the above, although the bafance of payments effeci was
assessed to be zene by the Task Foace, there 4is a pesifive value
implicit in terms of the export of tecnnolegy 4§ the progham L5 success-
ful. Furthewmore, it should be recalled That the Syntnetic Fuels Task
Fomce did not addiess the quesition of the optimal mix of plants. 1L 48
betieved that a more positive net benedit would hove accrued to all

the program Levels if only those synthetic fuel processes whese cosdt
ane close to present workd 0il prices had been examined. The remaining
technologies shculd be neassessed fon commencial development within a
few yeans based on neseanch and development undentaken by Zhe Energy
Research and Development Administration as well as Those xesearnch effonts
being undentaken by the Intemational Enengy Agency member naiions.

iv



In Zignt of tne above conclusdond, the Cost/Benmeidit Task Force
belicves that the dnformation program sicudd be undentaken with a
budgetary cutnordily to <nstall capacity of up to 350,000 barrneds pen
day crwde oil equivalent.
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Interstate Commerce Commissicn
Institute of Gas Technology

Ligquified MNatural Gas

tillion barrels per day
Thousand Cubic Feet

Million Standard Cubic Feet
Million

WNet Present Value
National Science Foundation

Qffice of Coal Research
Office of Management & Budget
Quter Continental Shelf
Project Independence Blueprint

Quadrillion (1015) Btu




R&D

scf
SRC
SRI

tef
t/d
TPD

UsG
USGS

LIST OF ABBREVIATIONS (continued)

Research & Development

Stai.card Cubic Feet
Solveat Refined Coal
Stanford Research Institute

Trillion Cubic Feet

Tons/Day

Tons Per Day

United States Government

United States Geological Survey
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