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Sec. 401.  Grants for Clean Coal Initiative.  Authorizes an additional $200 million per year for clean coal projects.  Federal cost share limited to 50% of total project cost or below.

Primary beneficiaries:  Coal-fired electric stations.
Recommendation:  It's time for the coal industry to pay its own way.  We're not talking Mom and Pop power companies here, and the firms are well capitalized to conduct their own R&D.  If technologies are cross-cutting for the entire industry (making firm-specific spending inefficient), the firms can pool resources an use organizations such as the Electric Power Research Institute as their research arm.

Should funding for these projects proceed, it is appropriate that the federal government retain a royalty stake in any marketable innovations.  This will help obtain at least some return on public funding.

Discussion:

High costs, politicized funding, and poor results shall not deter the continued march to subsidize coal combustion techniques that are to be cleaner, faster, more efficient than the current plants.  The only recognition of the poor history of the program comes through the institution of formal technical milestones in sec. 402, and through a requirement to report by March 2005 (after an additional $400 million in appropriations is already out the door) how well the program "will avoid problems enumerated in General Accounting Office reports on the Clean Coal Technology Program."  

Technical requirements change in all industries, and firms know they much continue to innovate in order to survive.  For some reason, the coal sector believes it is the taxpayer's responsibility, not theirs, to improve their efficiency and environmental profile.  Given the massive subsidies many plants have received through multi-decade long grandfathering against having to install modern air pollution control equipment, one would have hoped that a reasonable portion of this money would have gone to technical innovation.  Alas, this seems not to be the case.

While government support for "cleaning" an industry sounds nice in theory, in reality it reduces the cost structure of polluting energy sources such as coal relative to newer, cleaner forms of power.  These subsidies serve as a barrier to market entry for the cleaner energy types, hardly an outcome to be promoted by federal policy.


$200m/year for 2004-12.

$1.8 billion total

Section 411:  Clean Coal Loan to the Healy Clean Coal Project.  Provides an earmarked loan of up to $125 million to this project.

Primary beneficiaries:  State of Alaska; Healy Coal Generating station; Joe Usibelli, owner of the Usibelli coal mine.
Recommendation:  The federal loan to the Healy Clean Coal Project should be guaranteed by the State of Alaska if it is to go forward.  The State's willingness to underwrite the loan will provide a rapid and accurate assessment of how "cutting edge" the technology really is, and how likely the project is to succeed.

Discussion:  Project criteria set forth in Section 402 for clean coal cost shares stipulate support for viable technologies that are widely applicable across the industry, bolstering the position of coal as a fuel.  These general public objectives seems thrown out of the window with a plant-specific stipulated loan, listed only as DOE cooperative agreement FC-22-91PC90544, in the bill's brief description.

The wonders of Google of course make it easy to identify that this project is actually the Healy Clean Coal Project, located (surprise!) in Alaska, and burning waste and sub-bituminous coal from the Usibelli Mine located (another surprise!) also in Alaska.  The plant according to one source has operated only for 90 days back in 1999, and is owned by the Alaska Industrial Development and Export Authority, and had an initial slated cost of $267 million, of which $117.3 million was to have come from a DOE grant.  Usibelli was primarily a coal exporter, but lost it's major export outlet in South Korea when an Indonesian mine beat it on price in 2002.


$125m loan

Secs. 412 - 414:  More Clean Coal earmarked loan programs.

Sec. 412 authorizes loan guarantees to "a plant using  integrated gasification combined cycle technology of at least 400 megawatts in capacity that produces power at competitive rates in dergulated energy generation markets and that does not receive any subsidy (direct or indirect) from ratepayers."

Sec 413 targets a "plant using integrated gasification combined cycle technology located in a taconite-producing region of the United States…"

Sec. 414 authorizes loan guarantees to one or more petroleum coke gasification polygeneration projects.

Primary beneficiaries:  Coal-fired electric stations.


Recommendation:  There's this concept called competition in our country that is supposed to allow the most efficient and effective producers to capture resources.  Even with government loan guarantees (which are, after all, a desirable subsidy to their recipients), projects can be competed against each other on technical merit.  Crass earmarking of funds to support projects based on where they are located (to effectively buy votes for passage) provide little benefit to the national energy objectives, but often at a very high cost.  All of these projects should be replaced with open competition for public resources.

Discussion:    Sec. 413 apparently refers to a new plant to be built in a depressed part of Minnesota, with loan guarantees of up to $800 million.

If you know who wins the lottery in Sec. 412 or Sec. 414, and how much they stand to get, please let me know.
Sec. 412:  

$800 million in loan guarantees anticipated.

Sec. 421:  Allows coal leases to grow from a maximum size of 160 acres to 1280 acres.  

Primary beneficiaries:  Large coal mining companies.
Recommendation:  Increasing mine size on federal lands by nearly a factor of ten should be done only with technical justification of its impact on mining economies of scale, and with adequate attention to the external impacts on community and environment of such changes.

Discussion:  This change clearly benefits larger mining operations.  The environmental or social implications of the shift are not clear; nor is there any language suggesting they will be evaluated.


Sec. 422:  Allows coal leases to extend beyond 40 years at the discretion of the Secretary of Interior.  Current cap is currently 40 years.

Primary beneficiaries:  Large coal mining companies.
Recommendation:  Provision language needs to be clarified to facilitate mid-lease corrections to resource pricing.  Justification on why 40 years is too short is also needed.

Discussion:  Forty years is ample time in virtually all industries to invest and fully depreciate capital.  The ability for a single Secretary to modify lease terms to lock out new entrants from a mine area for periods longer than 40 years seems unwarranted.  At the very least, such long terms should have review windows during which (a) environmental damage existing on the site is fully addressed; and (b) state and federal authorities have the option to adjust rental or royalty rates to more accurately reflect current market conditions.


Sec. 424:  Elimination of deadline for submission of coal lease operation and reclamation plan.  Current law requires filing an operation and reclamation plan within three years of obtaining a site even if operations have not begun.  The modification will allow holders to avoid filing any plans until they plan to begin operations.

Primary beneficiaries:  Coal leaseholders not planning to work the site, or planning to begin work immediately after submitting documents but before they can be challenged.
Recommendation:  If a lease holder does not plan to work the lease (for whatever reason), it seems reasonable for them not to file these plans.  However, the language, as modified, does not now provide adequate time for review and modification of such plans prior to the commencement of operations.  Requirements should require plans to arrive 6 months or more prior to the beginning of operations, and stipulate a reasonable period of review and revision by the regulatory authorities.


Sec. 425:  Financial test for bonus bid surety.  Allows bidders with good credit to effectively replace bonus bid surety bonds with a financial test approach to guarantee payment.

Primary beneficiaries:  Large coal mining companies.
Recommendation:  Use of a financial test instead of surety bonds may be warranted under some circumstances.  However, bonding should still be required for bonus bids above a certain amount.  In addition, non-payment should be held as a lien against any other operations the defaulting party may have with the federal government.  Current language on actions in the case of a default is weak and needs to be strengthened.

Discussion:  The change seems of limited benefit, since these "high quality" firms are the same ones who can generally obtain financial sureties at a relatively low cost.  


Sec. 441:  Clean Air Coal Program.  Provides hundreds of millions of dollars in additional funding for coal electricity, supporting conversion and pollution control.  Most funding is to be in the form of grants; loans and loan guarantees are capped at 30% of the total.

Federal cost share limited to 50% on a grants-basis.  Loans/loan guarantees can be in addition to this fed. cost share cap.

Primary beneficiaries:  Coal-fired electrical plants and their equipment suppliers.
Recommendation:  The coal industry should finance its own technical development, either within each corporation or using an industry-wide consortium.  Prices of coal-fired electricity should rise to reflect the additional costs of dealing with the inferior environmental profile of the fuel, creating a more level playing field for market entry for energy sources not similarly constrained.

Discussion: 

Coal research and development numbers always look so low, but this is only because Congress (and DOE) spread them in so many places.  Many of the Clean Coal projects look like R&D to me.  So too with all of the work under Sec. 441 to help the poor Mom and Pop coal generating plants address those knotty problems of how to run their basic business.  Intel can spend $2 billion a pop to build a new chip plant every two years, but it takes you and me to help coal giants deal with their air emissions (mercury, NOx and SO2) to improve their combustion systems.

The final text in this section states that funded projects can include approaches already in use by one or more facilities receiving assistance under this title.  This wording suggests the grants will act more as a direct subsidy for installing proven technologies than for development of new, broadly applicable ones.
Air pollution control:  $500 million from 2005-2009, with 80% allocated in first two years.

Generation research:  

$1.5 billion between 2006-2012.
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