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Mr. Chairman and .Members of the Cqrnmittee, I appreciate 

this opportunity to discuss the coal substitution program 

that.would be established by the proposed National Petroleum 

and Natural Gas Conservation and Coal Substitution Act of 

1975, particularly in light ?f our experience in carrying 

out the coal conversion authorized under the Energy Supply 

and Environmental Coordination Act of 1974. 

The bill attempts to lessen· our reliance on foreign 

sources of energy supplies by turning to coal, our most 

abundant fossil fuel resource. It would require that large 

industrial installations and powerplants install coal burning 

and pollution control equipment, and that between 1980 and 

1985 they actually begin to burn coal, unless they qualify 

for limited exemptions. 

The substitution of coal for insecure foreign sources 

of oil, and for our own dwindling supplies of natural gas, 

is imperative if we are to lessen the nation's energy 

vulnerability. While we vigorously support the basic goals 

of the bill, I have reservations about some of its detailed 

provisions and about its mechanisms of implementation. 

I do, however, endorse increased reliance on coal to regain 

energy independence. 



-2­

Any examination of government efforts to foster coal 

utilization should begin with the pioneer program authoriZed 

by Congress last June in the Energy Supply and Environmental 

Coordination Act of 1974 (ESECA). 

I understand that the corrmittee is particularly interested 

in what we have learned this past year about mandatory 

fuel switching, as well as the con~traints that we have 

found would face any expanded coal substitution effort. 



-3­

I. The ESECA Program 

Last June, Congress passed ESECA, which authorizes 

FEA to prohibit certain powerp1ants and "major fuel 

burning installations" from burning oil or gas as their 

primary energy source, and to order certain powerplants 

in the "early planning process" to" be built with coal 

burning capability. ESECA was passed as an emergency 

program, and Congress gave FEA limited authority to 

implement the coal conversion program. At that time, 

mandatqry conversion was,untried 'and untested: the economic 

and environuental consequences \\'ere "unknown;" and some 

even thought that this novel program would be unworkable. 

Our experience indicates otherwise. ESECA's program, 

though burdened with statutory complexities, is workable, 

and we have proposed amendments -- in Title IV of the 

President's Energy Independence Act -- calling for its 

extension and improvement. 

As you knmv, ESECA requires FEA to make a number 

of fa'ctua1 findings before it can prohibit a powerp1ant 

or major fuel burning installation from using oil or natural 

gas as its "primary energy source." Moreover, FEA's authority 

is basically limited to existing plants or installations 

that had the necessary equipment to burn 1974. 
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In each case, FEA must also find that 

coal and coal transportation facilities will be available 

during the period that FEA's prohibition order will be in 

effect;· that the oreer is "practicable," meaning "economically 

feasible;" and, in the case of powerplants, that conversion 

to coal will not impair the reliability of service to the 

area served. 

In addition, further requirements of ESECA and other 

laws have affected the characteristics of FEA's coal 

conversion program. For example, ESECA includes a salutory 

requirement t6at the public be allowed to participate in 

the conversion process; we have carried out this provision 

by conducting a public hearing before issuing each prohibition 

order. Moreover, the National Environmental" Policy Act 

of 1969 (NEPA) requires a "program" environmental impact 

statement at an early stage, and in this program, site-

specific environmental analyses thereafter. In some cases, 

a site-specific EIS will also be called for. Finally, 

the tight June 30, 1975 time limit on FEA's authority to 

issue oreers required a major effort to identify candidates 

and to assemble and present the complex technical dQta 

neceSSQryto support these orders if they are challenged 

\\ .-~r.j..,~.~:: "~in court. 
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ESECA's two-agency appro~ch -- with 

conplementary responsibilities carried out by FEA and the 

Environscntal Protection ~gency -- requires that the 

recipient of an FEA prohibition order must receive EPA's 

approval of its compliance schedule before FEA's order 

can go into effect. Though this element assures that the 

increased use of coal will be consistent with maintenance 

of the Nation's air quality standards, it makes some'i.vhat 

uncertain the timing of the conversion even after FEA's 

order is issued. 

I can report significant FEA progress in reaching 

ESECA's goals. Since I last discussed coal conversion on 

l~arch 20 -- before Senator ~~uskie' s subcorrunittee -- FEA 

has completed most of the complex technical analysis called 

for by ESECA, as well as the Act's procedural prerequisites 

for conversion. We have completed this analysis for 43 

generating stations, and 32 of these have been issued 

Kotices of Intent. The r~naining eleven stations will 

require further examination before a final decision is 

made to issue a Notice of Inten~ and this analysis will 

not be cOI:lplete pr:'cr t:: ,:TU1~ f. 30. 

,~ .?::-;<C):);~~' 
;-0 

- ~ ..-, 
-' ~ 

\ 

" 

" '-­



f 

-6­

On April 25, FEA issued a final environmental impact 

statement for the entire program. This EIS, which was 

published after full public corrli:1ent and hearing procedures, 

analyzes the air, water and waste disposal impacts of 

increased coal use, as well as the impact of increased 

coal production on the environment. We expect that PEA's 

programmatic EIS will serve as the point of departure for 

analysis in other coal-related Goyernment programs. 

On May 9, we issued final regulations which set forth 

the program's administrative procedures and explain the 

substantive criteria for the ESECA coal utilization program. 

We believe that our regulations carry out the Congressional 

intent, and that they combine practical experience with 

legal and technical expertise to develop key terms left 

undefined in ESECA itself. The regulations draw upon 

this expertise to define ESECA's pivotal concepts, such as 

"primary' ener~y source," "early planning process," and 

"major fuel burning installation." These regulations, 

which also establish an administrative system to appeal or 

modify FEA's orders, can serve as the foundation for future 

coal substitution programs. 
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In early ~~ay Ke began to issue "!\'otices -of Intent" 

to issue prohibition orders. The Notices cover 70 boilers 

in 32 generating stations. Each Notice states the results 

of FEA's investigation in the form of proposed findings, and 

invites the utility and the public to present their own data 

and argunents at the hearing or as \'lri tten cormnents. PEA 

voluntarily acopted this procedure to make the basis of 

our findings clear, to all concerned, and to be responsive 

to the Congressional intent that the public be afforded 

an opportunity .to participate in this program. 

Since early l:ay we have held public hearings on 74 

proposed orders. All in all, these hearings will involve 

utilities in 17 states. Based on the inform-aticn obtained 

during these hearings, we are now prepaiing prohibition 

If the Noticesorders where warranted by available data. 


of Intent stand up to public scrutiny and EPA approves 


the source's compliance schedules in all of these cases, 


the orders we issue this month could rest:il t in the ultimate 


substitution of 19 million tons of coal for 64 million 


barrels of oil and 88M MCF of natural gas per year.* 


*F'uel substitution statistics based on 19'73 consunption data. 
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ESECA adopted the phrase '~ajor fuel burning 

installation" but left the term to describe'the industrial 

plants subject to prohibition orders, undefined. After 

technical, economic and legal analysis, we defined the 

term in our regulations as a facility with capacity to burn 

100 million Btu's per hour or greater. ·These plants are 

large enough to yield substantial oil or gas savings, 

and their size makes it probable that they would best 

be able to afford. the initial costs of conversion. 

After powerplants, these conversions will yield the 

greatest oil savings with the least Government effort 

perhaps the equivalent of 30~,000 bbls/day. 

In contrast to powerplants -- which are subject to 

regulation and must file periodic reports on equipment and 

fuel consumption with the Federal Power Commission 

~ajor industrial plants are fre3 from this kind of 

government scrutiny. After investigation of Government data 

revealed this information gap, we initiated a program to 

identify these plants by means of notices in the Federal 

Register and GAO-approved reporting forms. 
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We are now preparing an inventory of "major fuel 

burning installations" and identifying those oil or gas 

fired installations that have coal burning capability. 

This is the first time that the Government has compiled such 

information. This inventory will prove invaluable for 

future planning efforts, and will serve us especially 

well should another oil embargo be imposed. 

We estimate that there are approximately 4,000 

major fuel burning installations, as defined by FEA, in 

the Nation; we will have a more exact total when we have 

finished'analyzing the mountain of responses to our 

Federal Register notice and questionnaire. 

The task of identifying major fuel burning installations 

for conversion has proved to be formidable. These plants 

could yield significant oil savings, but the absence of a 

firm Government data base made it impossible to single out 

those plants that had coal burning capability last June, 

as required by ESECA. In addition, the priorities in 

section 2(a) of ESECA -- which requires FEA to convert 

powerplants while leaving conversion of major fuel burning 

installations toFEA's discretion -- direct the initial 

major thrust of the program toward powerplants. 

{;J~~';~§i 
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II. The Coal Substitution Bill 

recognize that this -bill is still in the development 

stage, and that it may be revised on the basis of these 

hearings, consultation with the executive branch, and 

analysis of the Senate's questionnaires that are to be returned 

to the Committee on July 1. While-we vigorously support the 

concept of coal conversion contemplated by this bill, 

I have some reservations as to the effects o£ the broad 

regulatory scheme contained in the current version. 

This bill goes further than ESECA in a nuwber of 

respects. First, this is not a reconversion bill, for it is 

directed at all plants and installations that begin operation 

before January 1, 1979, even if they never had the ability 

to burn coal. Second, while ESECA allows FEA to order 

powerplants in the ~early planning process" to install coal-

burning equipment, this bill would direct powerplants and 

major industrial installations that were in the "early 

planning process" to install coal burning and pollution control 

equipment; the bill further expands on ESECA by requiring 

that these plants actually burn coal. 
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ESECA provides PEA with some discretion to identify 

candidates, make findings &nd issue ?rders. This allows PEA 

to consider economic and other important factors before 

issuing a prohibition order. The proposed bill, however, 

provides a mandatory conversion standard with no regard 

to these factors. 

In its current form, the draft bill would require large 

capita.l corrunitments and outlays from industI:Y during a 

period of capital shortage. The funds for coal substitution 

might have to be diverted from the development of alternate 

sources, primarily nuclear energy. Especially in the case 

of existing plants that have never burned coal, retrofitting 

would require'downtime, which could cause temporary 

losses of production and employment. New incentives might be 

required to minimize these impacts and to avoid passing 

on these costs directly to consumers. All of these factors 

should be subject to scrutiny and evaluation by those who 

would implement the program, but the proposed bill does not 

appear to contemplate weighing such factors in the course of 

its broad coal conversion program. 

/~~<~~::)"";':~:~. 
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The costs of acquiring coal burning and pollution 

control equipment will be substantial, and some businesses will 

be better able to bear them than others. ESECA meets 

this economic problem head-on by directing FEA to make a 

finding in each case that conversion would be "economically 

feasible." 

The new bill does not adequately recognize the economic 

problems associa,ted with coal conversion. Thus, the 

substantive sections only allow FEA to grant exceptions if, 

despite the plant's good faith efforts, coal, coal 

transportation facilities, and/or pollution control equip­

ment are not available. I think it essential that FEA retain 

the discretion it now has under ESECA to avoid forcing a 

business into insolvency to comply with the coal conversion 

objectives of ' this 'bill. 

I note that the bill also leaves EPA's role in this 

process unclear. In contrast to ESECA, this bill provides 

no environmental compliance extensions for existing plants that 

convert, and it is unclear how and when it will be determined 

whether a plant's pollution control equipment is adequate. 
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Section 102 (c) provides only that FEA shall "consult" 

with EPA and obtain a "certification of conformance with 

applicable air pollution requirements." The relationship 

between the two agencies in this bill lacks the clarity that 

the Congress took pains to achieve last year in ESECA. 
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III. Imrnediate Steps· 

The outstanding energy, environmental and economic 

issues left unresolved in this bill will require further 

analysis and development. My staff and I will be happy 

to assist the Committee as it further considers this proposed 

legislation. 

In the meantime, we must press ahead immediately on 

coal conversion under the authority we already have. As 

you know, FEA's order issuance authority under ESECA expires 

this June 30: In January, the President proposed several 

necessary amendments to ESECA and the Clean Air Act, including 

extension of FEA's authority to issue prohibition orders 

until June 30, 1977. Congress has ye~ to act o~ these 

proposed amendments, and the authority for the current coal 

conversion program expires within a month. It is crucial 

now, in the interim, for Congress to enact a simple six-month 

extension of ESECA so that the bill can be on the President's 

desk by June 30. Then I urge that the Congress act promptly 

on the improvements that we have recommended to the coal 

conversion program in Titles IV and V of the President's 

Energy Independence Act, including the extension of ESECA 

order authority until June 30, 1977. 
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This two-year extension will allow FEA to complete 

investigation of those powerplants that we have found 

involve difficult analytical problems under ESECA, and 

we estimate that this could result in orders yielding a 

potential additional savings of 200,000 bbls/day of oil. 

In addition, as I mentioned, this extension would 

permit FEA to identify, analyze and issue orders to a sizeable 

group of major fuel-burning install~tions other than 

powerplants, providing potential savings of another 200,000 

to 500,000 barrels of oil· per day. 

This amendment will also extend for two years FEA's 

authority to order powerplants in the early planning process 

to be built with coal burning equipment. Thus, w~ile we 

await further action on this bill, FEA will be able to order 

plants that enter the early planning process as late as 

June 1977, to be built with coal-burning capability. 

The second proposed amendment to ESECA extends FEA's 

authority to enforce its orders through December 31, 1984. 

This six year extension of FEA's present enforcement 

authority would insure that the plants which are converted 

from natural gas and oil to coal will continue to use coal 

until 1985. Thus, regardless of the final outcome of 
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consideration of this new bill, the amendment assures that oil 

savings which FEA achieves through great effort under the 

existing legislation will not' be lost by voluntary recon­

versions during the period between 1979 and 1985. 

The third proposed amen~rnent expands FEA's authority 

to issue prohibition orders to powerplants or major fuel 

burning installations not now covered by ESECA. In contrast 

to ESECA, ~lhich authorizes FEA to issue prohibition orders 

only to plants or installations that had coal-burning 

capability on June 22, 1974, the Administration's amendment 

would expand FEA's authority to include: 

(1) existing powerplants or installations which acquire 

coal burning capability after June 22, 1974; 

(2) new powerplants and installations which are built 

voluntarily with coal burning capability; and 

(3) powerplants that receive orders from FEA requiri~g 

them to be built with coal burning capability. 

All new plants affected by this a~e~dment would remain 

subj ect to applicable Ne,;; Source Performance Standards under 

the Clean r.. ir Act. \-.7e expect that the Administration's 

ESECA amendments would result in substantial oil 

savings -~which would be realized until 1985 if the 

proposed amendment extending FEl\'s order-enforcement 

authQrity is enacted. 
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In addition, in Title V of the Energy Independence Act, 

the Administration has offered several amendments to the 

Clean Air l':.ct which will permit additional conversions or 

allow earlier conversion -- to coal. These amendments will 

also permit additional plants that are now burning coal, and 

which would otherwise have to convert to oil to meet air 

pollution requirements that are more stringent than National 

Ambient Air Quality Standa~.:ds to continue burning coal. ~'le 

believe that these amendments are appropriate and consistent 

with protecting public health. 

One of these amendments \vould remove the "regional 

limitation" provision now applicable to plants that receive 

prohibition orders from FEA under ESECA. The regional limita­

tion applies to plants receiving FEA orders that are located 

in air quality control regions where primary (health related) 

standards are being exceeded for a particular pollutant, 

such as sulfur dioxide or particulates. Many of these regions 

are arbitr2ry geographical units containing plants which, 

because of meteorological conditions and the location of the 

plant, do not contribute to the region's air quality problems. 
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Plants located in these regions must meet the requirements 

contained in the state implementation plan for the particular 

pollutant, and cannot receive' a compliance date extension 

under ESECA, even though the plant itself does not contribute 

to the violation of health-related standards, because of its 

remote location. 

PEA has concluded that the regional limitation provision 

will significantly delay potential conversions to coal. 

Removal of the provision would save about 64,000 barrels per 

day of oil in early 1976" and 100,000 barrels per day in 

1978. At the 'same time, this will not affect public health, 

since plants will be required by the Act to meet primary 

standard conditions. 

Other proposed amendments to the Clean Air Act which 

affect the ESECA coal utilization program are: 

- An amendment which makes it clear that plants which 
had historically burned coal -- and which had, before 
receiving an order from FEA, planned to convert to 
oil to meet Clean Air Act requirements -- are eligible 
for compliance date extensicns under Sec. 119 of the 
Clean Air Act. The amendment would give such plants 
adequate time to install pollution control equipment, 
instead of forcing them to switch to oil first to 
meet pollution requirements, and then ordering a 
switch back to coal when control equipment is 
installed. 

'i 



-19­

- An anendnent to permit a plant that receives a 
cocpliance date exte~sion to ~eet the same air quality 
requirements at the conclusion of the extension, as 
any other plant. This will ensure that all plants 
receive the benefits o£ the state implementation plan 
revisions that are now underway pursuant to section 4 
of ESECA. 

- An amendment to extend the date of terminaticn of 
compliance date extensions by one year, to January 1, 
1980, as a conforming amendment to the proposal 
to extend FEAts order-issuance authority to 1977. 
Plants receiving orders bebveen 1975 and 1977 will 
have additional time to come into compliance with 
state implementation plans. 

- An amendment to permit rural coal-burning powerplants 
-- including those subject to prohibition orders 
under ESECA -- up to 1985 to acquire and operate 
scrubber .systems o~ acquire long-term low-sulfur coal 
contracts. until these permanent emission control 
systems are operational, plants could use intermittent 
control systems, where reliable and enforceable, to 
meet primary Ambient Air Quality Standards. 

Hr. Chairman, since the passage of ESECA last summer, 

FEA has closely examined the possibilities for increased 

use of our most abundant fossil fuel re.source, coal. While 

this new coal substitution bill takes a long second step 

in this direction, it appears that further consideration of 

the issues I mentioned must be completed before it can become 

law. 
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And it is clear that the most pressing item now before ~his 

committee should be prompt action to extend for six months O'.lr 

current authority under ESECA, and immediately hereafter 

to consider the further extensions and improvements of 

ESECA proposed last January in the Energy Independence Act. 

We appreciate this opportuni~y to discuss the coal 

Thank you.utilization program vlith the Corrunittee. 
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Hr.· Chairman and .Nembers of the Cqrnmittee, I appreciate 

this opportunity to discuss the coal substitution program 

that.would be established by the proposed National Petroleum 

and Natural Gas Conservation and Coal Substitution Act of' 

1975, particularly in light ?f our experience in carrying 

out the coal conversion authorized under the Energy Supply 

and Environmental Coordination Act of 1974. 

The bill attempts to lessen· our reliance on foreign 

sources of energy supplies by turning to coal, our most 

abundant fossil fuel resource. It would require that large 

industrial installations and powerplants install coal burning 
' .. 

and pollution control equipment, and that between 1980 and 

1985 they actually begin to burn coal, unless they qualify 

for limited exemptions. 

The SUbstitution of coal for insecure foreign sources 

of oil, and for our own d~indling supplies of natural gas, 

is imperative if we are to lessen the nation's energy 

vulnerability. While we vigorously support the basic goals 

of the bill, I hav~ reservations about some of its detailed 

provisions and about its mechanisms of implementation. 

I do, however, endorse increased reliance on coal to regain 

energy independence. 
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Any ex&nination of govern~ent efforts to foster coal 

utilization should begin with the pioneer program authoriZed 

by Congress last June in the Energy Supply and Environ~ental 

Coordination Act of 1974 (ESECA). 

I understand that the cOITJtlittee is particularly interested 

in what we have learned this past year about mandatory 

fuel switching, as well as the con~traints that we have 

~und would face any expanded coal substitution effort. 
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