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The Federal Energy Adminictration (FEA) under Public Law
93-275 is reqguired to "assess the adequacy of energy
résources to meet demands-in the immediate and longer range
future for all sectors of the economy, and for the general
public" and to "develop plans and programs for dealing with
energy shortages." It is under this mandate that FEA
requested funding for the Fossil Fuel Activity for FY '77.
Within the Energy Resource Development Division bﬁ FEA,

we have an Office of 0il and Gas and an Office of Coal to
provide technical advice and analysis asséciated with a wide

range of fossil fuel issues.

Natural Gas

Declining natural gas supplies have intrcduced new factors

into the operation and management of the gas industry, such

as idle pipeline capacity, changes in utilization and consumﬁtion
of natural gas, allocation of suppliés to satisfy market

demands and the introduction of supplementary fuels such

as Liguified Natural Gas and Synthetic Natural Gas. Deregula-
tion of new natural gas production is part of this effort.

FEA is.involved in development of constructive and responsible
Covernment actions in order to adapt to the present natural

gas situation.
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There is a very limited supply of natural gas liquids TR the

country today. The present supply has wany critical end-usovs.



FrA has poonnred a short-ternm forccast of the supply and
demand of natural gas liguids. and the adeqguacy of trans-
portation systems to deliver them to markets. This is
being used in developing programs that will facilitate
maximum production and proper utilization of this very

«

limited energy resourxce.

-

Petroleum Cevelopnont Programs ' a

There are several fertile areas available that will enable
this country to realize increased domestic oil and gas
production. Some of the most obvious and most significant

are enhanced oil recovery and exploration and development
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¢ in the 0CS, Naval Petroleum Reserves.
"and Alaske. |

FEA has sought to achieve timely development of these areas

in an environmentally acceptable manner. The resource

potential of each source is evaluated, and development progress
is measured to insurec that unnccessary delays are not
encountered. Technical analyses include review éf industry

oil and gas reserve projectibns, assessment of OCS‘leasing
plans, and calculation of NPR production potential. Other
activities include a dctermination of tﬁe industry profi?;biiiﬁy

in 0OCS lecasing and coordination between DOI and DOD in - -

I
g
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order to promote exploration of Government-held lands. FBA. . ..~

also monitors the cxploration drilling activity by the

ctroleum iningtry.
[ Y
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A model previding oil and gas f£inding and production costs

is under development. FLA will utilize data from past
exploration and production experience to derive a useful

and logical finding cost model. This will enable Government
planners to more accurately predict the cost of future oil

and gas devclopment under various conditions. - This effort
will pro&ide.an important ihput for analyzing capital
reguirenents and for developing cost curves used in projecéing

supply/demand regquirements.

Petroleum Transportation

There are preséntly several major facilitiés.peing constructed
for the transoortation of oil. They iﬁclude the Alaska
pipeline, decpwater ports, and oil pipelines. FEA is

analyzing the total transportation capécity of the country

to determine what proposed facilities are the most logical

and will best meet future enérgy distribution requirements.

This activity is conducted in close liaison with the transporta-
ticn—directedvprograms of other Federal agencies, e.g., DOT,
DOC, and Corps of Enginecers. Government endorsement of some

‘of these facilities is becoming a very inportant element in

the cventual construction and completion of transportatIGh:.,
’ £ -

projccts. FLEA will identify candidate projects wheﬁé

Federal assistance or expoediting could be very usefulﬂ S
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planned Canadian curtailments on lorthern Tier States.
Alternatives will be developed for pipeline and distribution

system modifications which will compensate for the Canadian action.

Petroleum Processing Capacity

Presently, the U. S. is not self-sufficient in refinery
capacity. Furthermore, there is considerable intérest on

the part'of 0il producing countries to construct several
large.petrochemical facilities in order to serve U. S. markets.
FEA's effort in this area is tq identify the problems A
associated with domestic construction of new processing'
facilities and to offer assistance as appropriate to alleviate
such problems. A semi-annual report on refinery capacity,

utilization, and planned construction is prepared and distributed.

Coal Utilization and Development

Using the new extended ESECA authority, FEA will continue

to press for major fuel users to convert from o0il and natural gas
in e%isting plants with coal burning capability and for new plants
both to be designed with coal burning capabilities and to burn

coal. The ability of utilities to utilize coal is critical since
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our coal prcduction will rot be increased significantly unless

there is a demonstration of increased demand.

Another aspect of coal production is the abi]ity.of the Nation's
transportation system to move it from mine to market. FEA is
involved in analyzing the entire coal supply system and is
required to make feasibility findings regarding coa]_avai]abi]ity

before an ESECA conversion order can be issued.

Coal Mine Expansicﬁ

It is apparent from current coal mine expansion plans that
traditional development patterns are being changed by the .
desire of electric utilities to find supplies of low sulfur

coal which will meet air quality requirements. The environmental
requirements associated with the Clean Air Act have exerted

& strong influence on the demand for Western coal which has

Tow sulphur content. Since some 60 percent of estimated

coal reserves in the west are owned by the Federal Government,
there is an opportunity for the Federal Government to adopt

policies which will contribute to the production of



adequate ccal supplies. FEA works with the Departunent of
the Interior in the formulation of ccal leasing policy for

Federal coal resources.

FEA monitors the coal production plans for mining oseration:z
on both Federal and non-Federal lands. FEA is concerned that
planned expansion of existing mines and development of new

mines proceed on an expeditious basis.

Socio-economic Impvact of Develorment of Federal Enerav Rescuracs

’_l

Development.of coal or oil and gas from leases on Federa
lands can severely impact on rural and undeQéloped areas
that are unprepared to deal with sudden, rapid growth.
FEA is involved in devising means of assisting states and leccal
communities to alleviate these potentially adverse impacts.
These efforts include work on propocad legislation and

making better use of existing mechanisms and prograxs at

the Federal, state, and local level.
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Reserves and Undiscovered Recoverable Resource cf 0il and
latural Cas in the United States

0il - Petroleum Licuids
Total (Cnshcre and Offshore) 172 billion barrels
Oifshore 32 billion barrels
Katural Gas ‘ .
Total (Onsncre.zn’ Offshore) 923 trillion cubic feet
Cffcshore 210 txrillion cubic feet




Quostion: 2. Whot is r::': _nt aazandvant of the
Nation's , not only of fossil
fuels, but of gll nincrals?

Answer: Mineral recsources and mineral statistics do
not fall under the jurisdiction of FEA.  This question
can be best answered by the Department of the Interior,

U.S. Bureau of !ines.




Question:

Answer: FEA does not conduct research, development and

demonstration activities in the fossil fuel area.




Question 4: We L dorstand onzt
coal *“OJu”t‘Du.
this- hat arce
foreiun coal r;tzets? '“ut is- FE; doing
or does it plan. to do with its Y 1977
budget to DlOV‘Ce additional coal markets?
What is the status of efforts to convert
electric utility plants from oil to coal?

uction is not declining. ©On the

(jl

Answer: Ccal pro

contrary, in 1975 the production of bituminous coal ard

d

lignite reached a record 640 rillion tons (preliminary

estimate) an increase of 6% over 1974 and .surpass ing the

previous record of 631 million tons set in 1947.

The principal domestic markets for coal with_estimated 1875

consun tion are:

Electric Utilities - 405 million tonq
Coking Coal - 83 "

General Industry - 64 " “
Retail - 7 " "
Other - 10 o "

In 1975 thz U.S. exported an estimated 65 million tons of

coal to forcign markets. Of this 70- 75% was metallurgical

coal. Preliminary estimates of coal shipments to foreign

markets in 1975 are:

Canada & Mexico - 17 million tons
Asia - 26 " " ;
Europe - 20 . " "

. Other - 2 " "

/
\\
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The Epcgzy Police and Conservetion Act eztended the

Energy Sunply and Environrental Coorcdination Act conversion
authority to mid-1977 and FiaA's enforcement authority to
1985. Uncer this authority, FEA will continue to issue
conversion orders to those electric utilities and major
fuel burning installations vhich have coal burning
capabilities, and satisfy the criteria established by

ESECA.

Of the 32 cenerating sta tlons given conversion orders
under the original ESECA legislation, 6 to 8 are now
converting. The Environmental Protectidn Agency is
developing certifications pursuant to Section 119 of

the Clesn Pir Act. Concurrently FEA is preparing
Envircnmental Impact Statements or Envirconmental Assess-
ments for prohibition order recipients. Notices of
effectiveness will ke issued when these actions are

complete.

\ /
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Questiocn: 5. "We understand that the FEA has established a
computerized fuel data bank.

(2) Please describe the bank.
(b) Is the computer work done entirely within the
FEA or is some part of it ;ontracted out?
Please give details.
(c) What is the annual cost of this bank? -
(d) What effort is made to coordinate this bank
with the Bureau of Mines? - What data is
collected by FEA and by the Bureau?"
Answer: The data bank to Which you are apparently referring
is known as the Joint Petroleum Reporting System. It is being
designed to furnish monthly reports on supplies and disposition
of petroleum and petroleum products. The reports essentially will
track the petroleum from crude oil stock, through pipelines
and refineries, and into finished stocks. The reports will cover
the fifty states and, where relevant, the District of Columbia
and the Virgin Islands. They also will give product-by-product
8etails.
The specific titles of the monthly reports are:
(1) Crude 0il Stock Report, (2) Products Pipelines Report,

(3) Refinery Report, and (4) Bulk Terminal Stock of Finished

Petroleum Products Report.



;nder contract by IBM. When written and debugged, these
programs will be operated by the Bureau of Mines on their
own computer. FEA may assist, occasionally, in the analysis
of the data. |

The annual cost cannot be determ%ned at this time.
The system is to become operational on March lﬁ 1976. After
that date, the Bureau of Mines will keep track of and pay
for tﬁe annual operating costs.i - .

Data for the bank are collected uﬁder an inferagency
agreement be£ween the FEA and the Bureau.of Miné;. The
agreement provides that FEA design the data collection forms
which are distributed by the Bureau of Mines és FEA's agent.

Respocnses £rom the repo:ting companies come to the

Bureau of Mines.




ote that 1} acencles cost
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or acminintiat or criteria includirng
the rrrcertagcs, for such cost shar ing and the
origin and rationale for such cost sharing?

To what exient is this rescarch, development
and denonstration effort for the use of the
Federal Government? Has industry expressed
approval of the FEA cost sharing arrangexments
for pilot and demonstratijon, or has industry
suggcsted changss in cost sharing particularly
where the research and development benefits
industry primarily? Please explain your reply.

Answer: When the Federal Energy Administration was created,

/

the Congress did not charge it with the responsibility
for research, decvelopment and demonstration. FEA cdoes
not have a program for cost sharing of research, develop-

ment and demonstration work with other agencies.
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" longer leaxd tine oo cthervise o such a naiure ths srivate

$J
"y

industry will nct act. An example of this is the developnent

of first generation syniuzl processes are funded by private
industry. Whercas sacond geheration processes are largely
Federaily funded. First ceneration processes are those oﬂ the
verge of commercial accecptance vwhile the use of second gcneréticn

processes is consicerzhly in the future

)

2

tutory charter for energy

9]

FEA coes not, of cow*sv, have a sta

m
(')

reseaxrch and devalooment with r ct fo hardware or technoleccics.
In general, FEL is cevcting a substantial portion.of its-budget to
.near—term problens in the regulatory, conservation, and resourcs
develcpment arecas. In the latter category, FEA is de roting

particular attenticn to the resoluticn of institutional barriers

to tne usz2 cf the laticn's energy resources. In addition, we ore
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hegarding long-term problems, FEA 1s piaying a primary role 1in

projecting the future supply ci enercy from a variety of sourcecs

together with the decmand that is likely to exist., Incident to
the prrocess, constraints are identified and highlightea for

abpropriate actien. A revision cf IEA's Project Independence

3

Report, coricinclly publiched in the fall of 1974, is now neﬁ**\;

completicn, This Report will identify some nroblem areas . th"“

N
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ERDA Gocs ressarch and technological work which is aimed

at commercialization within 5 years. That Agency also

does research in management and commercialization which can
have immediate implications'for energy resource development
and conservation. The program planning staffs of FEA and ERDA
are working together to come to a f;rmal undérstanding of

the responsibilities of the two agencies. This interface

should preclude any overlaps in activities.

< a



Question: {7} cleorment and domconcorn-
ssil LnS environmonz
stabiiched Zy TN, now
and what input dces +he
ng these priorities?

hnswer: R,DiD priorities are not estaklished by FEA. However,

o

FEA participates in the review of ERDA's formulaticn of pricrities

and makes recommsncations for chance as may be appropriate.

&
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hat is
for

the current TEA
1985, 1990, 19825

thiirxing concerni
and 2000?"

(ii)
¢onrnands

telal
s
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(iii) "Co nll Federal agencies agree with these

demand estimates?"

(iv) "Hcw do these prrojections affect FEA's

RD&D priorities?”

Ansver:

J-Fe

ia

rodel of
demands

I:RDA is

factors,

and, par

report representing an update

forthecoming
o

supply under a variety of alternative futures.

case projecctions

FEA has not made

(iii) ot completely,

for meking the px

however, sce the

for various forms of energy at given selling

its own derand estims

ticularly,

sCont.

an eccnometric rodel known as the demand

ce Evaluation System. ' The model~

presently considering the use of these figures

tions. The Bureau of lines

larcely throuch the use of expert opinion.

assurptions about energy prices.
g of Project Independence will be
This report describes energy cemand and

The reference

of gross energy consurption are:

1985
1990

98, 866 trillion Btu
116,109 trillion Btu

demand forecasts beyond 1990.
because of the different bases
-ojections

(For an instance of agreement,

answer to guestion 12.)
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Question: 9. "To what extent does FEA use net energy analysis
in emphasizing technologies? Does the FEA budget
have funding for work in this area, and what are
the advantages and disadvantages of this analytical
approach?"

Answer: FEA primarily uses economic analysis rather than net

energy analysis as a guide to technology emphasis. Occasionally

FEA uses net—-energy analysis as in its forthcoming report,

"Net Energy from Nuclear Power."

Net energy analysis is a useful concept in evaluating
the efficiency of a technology. Efficiency, however, is not
the whole story. Some forms of energy are more valuable than
others and, with all costs fully internalized, rational
decisions can be made on an economic basis. For example, the
production of synthetic gas from coal is less efficient than
direct coal combustion, but may be preferred in some cases

because of the economic cost of meeting environmental standards

when burning coal.



Quosticn:

Deregulation is no: expected to result in any
increased high-Btu cas production by 1985 and may
even result in a reduction should lower 48
production greatly increase. '

"We would anpreciate yocur views and comments on
this statemenit. Also, please provide to us your
‘views as to what effcct deregulation of natural
gas would have on encoura creater use of coal
for power generation, industrial, and other uses."”

Q
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Answer: Presenfly, the cost for high-Btu gas'manufactured
from coal is between $2.60 and $3/Mcf and escalating. We do
not anticipaté natural gas to ever recach this.pgice level
upon deregulation. In that dercgulaticon will result in
additional suprlies of natural gas, ana such supply will be
at a lower price than SNG, we should not think deregulation
would in any way increase high-Btu gas production by 1985.
We envision that the deregulation of natural gas
would result in a greater utilization of coal for power
generation, industrial, and othexr uses. Presently, there
is between 2 and 3/Tcf of gas used ecach yeaf in the South-
western region of this country for utilities or large
industrial uses. Upon dcregulation, we would expect to

sce interstate gas transmission companies purchasing that y
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gas from thec prezent consumers. Tne price that would jota
paid would be that which would coupensate the present
consuacr for all the cost involved in switching to oil or
coal. In that ccal offers a‘lower cost alternative to oil
in many instances, we would expect to see coal utilization

increase as the natural gas consumption pattern is altered.
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. Ponoor ollvirs concovn
11. ) ~

) 0f the lending nazural cas consumpilion industries
(ronsionsd in tho G0 rornorit, pzuo £8) switching
to ezl o003 v “urnlz ond tho obotoacles cr
constrointe to sn”h swftchin~. “hat were the
findingn? I sre conducted, should such
studies be conﬁugtec, who should do them, how
lauch would they cost, and how long would they

take?

Answer: FEA's Office of Fuel Ut 1llzatlon conducted a
mandatory survey in mid-1975 of all industrial combustors
with;a design firing rate of 100 million BTU's/hr or greater.
The responses suggdested that conversion to coal would yield
a potential’ savings of 283. 32 "Billion cubici-feet per. year -
by converting cas-fired units originally'designed to burn
coal. These units were located primarily in the chemicals,
primary metals, and paper industries.
The study indicated the pr pai obstacies to all

gas-to-coal conversions include‘the:

1. Fuel cost differential favoring natural gas over
coal.--

2. Significant capital expenditures for acquiring
coal-handling eguipnent and pollution control devices.

3. Overly stringent (f{rcm the industrial viewpoint) or
unclear environmental standards to be met when burning coal

4. The abscnce of a Federal commitment to increasing

the coal supply.

5. Technical difficulties encountered in converting

from gas to coal if the combustor was not originally dcs£§§é§‘\
1S

\._—4—" -
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reszivaaonto necessitating "clean" fuels
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(e.g., glass products finishing) or precise

controls (e.g., metal heat treating or paper drying).
In addition, more detailed data will become available

pending further analysis of the industrial survey. Moreover,

this problem will be studied in greater depth asvpart
of a $240,000 FEA-contracted effort to be completed by

Y s A\
December 1876.
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miczern, acctrding Lo press accounts. Vhat are
FEA's views on this?"

Answer: The Departrent of the Interior's recent update of

"United States Energy Throuch the Year 2000" predicts that

- =

total gross encrcy consumption in the United States will incre

oo

[ IR

to 103,540 trillicn Btu by 1985. This predicticn agrees essen-

)

tially with FZa's Project Independence forec

0O

predicts a consurption level of 93,866 trillion Btu.

st for 1985, which

gvns
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Qrecction:

Answer:

I - cmge = , .
17, Teow deas VS onlan to enconrege industry to
movtiol oot Lie Chvnlounort oF now and ernisting
toehnglionics ench ro o tho dovelonuant o synthetic
fucl plants?

Under law E2DA holds prime responsibility for work-
ing with industry in the energy R&D area. FEA

supports the Administration's synfuels commerciali-

0
o

clicies su

'.J-

zaticn program and advccates Federal

0
"3

as free narkets, reascnahle environmental tradeoifs,

and a goneral clirate that will enccurage busines

(O]
| &]

to voluntarily participate in improving the country's

AT

domastic enerqgy self-sufficiency.




bnswer: During 1©75 the Federal Enerqgy Administration (FER)
submitted to the Congress its initijal and £inal reports on
crude o0il and naturzl gas resources, reserves, and productive

capacities. The initial report cont ained estimztes of

domestic 0il and gas Ies0urces and preliminary ressrve

estirates. The final report contained revised Iigures fox

A

comestic reserves.

Based on a survey of all oil and gas field operators

in the United States, estimated domestic provgd reserves as
of Decermber 21, 1874, were 3é.0 billion barrels of crude oil
énd 240.2 trillion cubic feet of natural gas. The Anerican
Petroleum Institute (API) report showed comparzbie crude oil

reserves of 34.2 billion barrels, 10 percent less than the

FEA survey. The hmerican Cas Asscciation (AGR) estimatec

omparable natural gas reserves of 233.2 trillion cubic

Fh

cet
(after deducting 3.9.trillion cubic feet that was in under-

ground storage), 2.9 percent less than the FEA survey. These
estimates vary no morc than micht be expected when conparing

estimates from different sources.
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.Doth the MEn roscrve cziinatls and th; cstimates
5 ceafing proved reserves
as thoze oil and natural gas resources that have actually
been discovered and cazn be produced under‘current economic
and technological conditions.

The FEL estimate of indicated crﬁde’oil reserves--
quantities of éil Lelieved to be economically producizle
from known reservol Lugsing proven, but not yet iﬁstalled
recovery technolegy—--as odeecembef 31, 1974, was 4.l'billisn
barrels of crude ;il. The API estimated comparable indicated
reserves of 4:6 billicn barrels, 12 percent higher than the
FEA survcey.

The resource estimates for crude oil and natural gas

prepared

Fh

o- the FIA bv the U.S. Geological Survey (USGS
Circular 723) are the most relisble estimates curreﬁtly
availaeble. The USGS estimated that the total of inferred
reserves and undiscovered recoverable resources probadly
cqguals 105 billion barrels of oil and 686 trillion cudic
feet of n:tgral gas using current technology.

EBstimates such as'these are subject to wide estimacing
errors. There are 19 chances in 20 that the oil potential ;_
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rav be at least 73 billion barrels and one chance in 20 that

it
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esctiratss of natural gas potential range £rom 524 trillion
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to 857 trillion cubic feet.
In addition, frém 17 to 28 billion barrels of
natural cas liquids may be recoverable from the processing
of naturzl gas vhich may be produced from as yet undiscovered
reservoirs. The most probable estimate of natural gas
liquids recocverable frcm this éource is 22 billionwbarrels.
The respurce estimafes prepared'by USGSJare markedly

lower than those that it has previously published.




Question 15: The 0f{fize of Tcchnology Assessnent' s
Octobior 1975 report on the ERDA plan
states:

A shift from the use of crude oil
and natural gas, irported or domestic, to
the use of coal and synthetic fuel products
from coal will make heavy demands on
existing transnoruation systems. The
rail network, which moves most of the
Nation's coal, will be especizlly aifected.
In order to avoid ““jor constraints on
the application of improved fossil fuel
technologies, ERDA needs to anticipate
the commodity moverments that may be required
and to assure that necessary addlt*Dns to
or changes in present transDortatlon “systemns
are brought about.

(a) Do you agrece?

(b) To what extent are changes in trans-
portation cepebilities .neecded to
facilitate use of coal, etc., and to
what extent are these chances a
regulatory proplem and a technology
problen?

Answer: The shift from the use of crude oil and natural

gas to the use of coal will be a slow one even under the

most optimistic assumptions. Existing electric utilities

and industrial boilers which now use crude oil and natural
gas cannot shift to coal unless these boilers were originally

designed for coal. This means that most facilities will

have to build entirely new boilers in order to use coal.
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The congtruction of coal-fired boilers is a major under-
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taking teday. t rciauires from 5 td 10 years to plen an
build a major coal-fired installation. The trancsportation
system for coal on the other hand, is normally a far
simpler matter. Hopper cars can be delivered within two
years of the order, at most. Track can be rehabilitated

or expanded in a similar time span. In man§ cases there

is more than one route for thg movement of coal and more
than one source fortthe coal. lNormally the planﬂing for.
coal transportation is an ‘integral part of the plénning

for construction ‘for any major coal burning inst;llation.
For this reason, it is unlikely that major coal movement
problems could develop which were unforeseen by an% which
could not be solved by the producers énd'consumers of coal
.working together with appropriate railroads in the planning

phases of any major coal burning installation.

In other words, most current studies indicate that in
general, coal transportation is unlikely to be a significant
constraint upon the expansion of the use of coal, but there

may be important regional and local transportation problems.

FEA is continuing to monitor the coal delivery system in
conjunction with the Department of Transportation, the

Corps of Engineers, the Association of American %g}1;@ads
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Revitalization and Regulatory Reform Act of 1976 which

involves regulatory reform and funding for rehabilitation

as well as other measures to improve coal transportation.

We believe changes nceded in transportation capabilities

are much more a regulatory problem than a technology

problem.
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commerciaiization of synthetic fuels?

Answef: ° Despite recent Congressional acticn in striking down
ERDA's prcooced lozn guarantee plan ‘for FY 1976, the FEA
believes that Federal incontives are dasirable to bring
at least a few camzrcial sized synthetic fuels plants

into operaticn.

® The point becones particularly pertinent due to prcbable
limited futwre cash flow for the pstroleum industry (that

sector of the energy industry with sufficient finencial

resources to possibly support $1 billion él-us projects) rasulting
from the recently enccted Encrey Policy and Ccnservation

Act (Public Law 94-163).

° FEA belicves the overriding ccasideration at this tire is
to start construction of one or two high BIU gas from coal
plants and one or two shale oil plants, utilizing best
available current technology to "see how they rm," and gain
experienca in how best to comicrcialize the synthetic fuel
industry so badly nceded by the comtry, at the same time

minimizing adverse environmental effects.

° If we wait for perfect technoloay and a perfect overa%
long~-term plan it scoms unlikely that we will develop a e
synthetic fuels industry in tine to meet the nceds of the

comtry.
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¢ s yenlenw o soziline skart Ju:;'; indicatzd would not
preclulz centinuing rlonning, technology study, and
coordinatica of involved agencics with Congress aimed
tosard effecting a more cemprehen ensive program, if, and

as soon as practicable.

.

° Escalati: construction costs suggest that high BTU

gac fran coul may sell in the rangz of $2.60 to $4.85

per MCF ver-us the current averaga regqulated interstateu
price of around $0.52 par MCF. Shale oil may sell.at a
minimum of $12.70 per barrel versus the newly enacted
(Public Law 24-163) allcowed averagz $7.66 per barrel and

a foreign cil price of around $11.50 to $13.75 per barrel
delivered o the U.S. ccast. Thesa €3 _1mam_ed costs were
recantly developed by an interacency Synthetics Fuels Task

Force and are represented in 1875 dollars.

° Under such economic and pricing conditions, together

with the outlock for petroleum industry cash flow previously
referred to, FEA feels that some imwediate Fe lc,ral financial
aid is necessary to enact a limited start tcowvard a synthetic

fuels industry.

° Many time consuming questions must be resolved before
construction can begin, even if Federal financial assistance

is authorized; and 2-4 years actual construction time w:ll

be required dapending on the project. The econamic and’fbhr:z:c;v ‘

supply atmospliere two or three ycars out could change to the

““--..._. wno”
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voint b ~tor aldiiacnal Tedaral inaoontivoes will be
-

uniecassary.  In any evert, at that tire we can rore
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adzcuately assess the necessity, dircecticn and mragnitude
of Fedaral efforts to support commercialization of

synthetic fusls from ccal and shale.

° It could even be that successful syifuzls production
fram a limited nuther of plants will minimize or remove
the necessity for additicnal Federal finencing of a

" developing synthetic fuels industry st that time. .
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Question:

Answer:

16-2.

If your reply is in the affirmative, do you
continue to telieve that such a ccmmercialization
program should be acministered by ERDA?

The FEA agrees that ERDA should administer the
synthetic fuels commercialization program for
the present. The synthetic fuels program

should then be transferred to the Energy
Independence Authority when the authority

is established.

- Of course, FEA will cooperate with ERDA and EIA

with respect to other commercialization efforts which

are developed subsequently.
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Ansver: ITh has: (1) worked on the siting problems holding
up individuzal energy facilities to better understand the
problens and help expedite these facilities; (2) worked
with states cn th2ir input and ana ysis‘of energy centers,
water allccation for eneray, coastal zcne managarent, and
long fangetstate energy planning and siting reéuirenents
and problems; (3) ‘initiated studies of the scheduling
and-inférmation requirerments of energy applicaticns to
idantify and reduce regulatery redundancy and overlap{
(4) wvorked with GSA on disposal of Federal property and
identification of excess or surpius prcperty that has
potential value for siting energy facilities; and (5)

initiated a review of proposed naticnal siting legislation.




Question:

' Answer:

17(b). The FEA varticirated in several discussions
with Western Governors cencerning impact of these
facilities in states and commmities. -hat is FEA
doing as a result of those discussions to resolve
these problems legislatively and otherwise?

The Administration, with FEA input and support, has
submitted proposed legislation to provide impact aid
assistance for cammmities effected by energy resource

development on Federal lands, Recently Bill Rosenberg,

the Assistant Administrator for Energy Resource Development,

met with Representai:ives of Rocky Mountain and Coastal
s}:ates to discuss the content of the proposed legislation.
Furthermore, FEA's Region VIII Office is continuing to work
closély with the Western Governors on commmity impact aid

problems.




Answer:
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No. [IT4, from its "PIrs model," is devélcping regicnal
supply/dzmand models vhich will estimate future derand
for energy facilities and energy sites. TFzZA Lelieves it
is the basic responsibility of states to idantify vhere
future sites should ke lecatcd and FEA is attempting to

work with interested states in helping the states do this.
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Question 18: UYhat is the current status of your work with the

) Bureau of i‘ines (1375 Hz2rinas, p. 16%) re: double
froth flotation methed of removing clays, etc.,
from coal?

Answer: The extent of FEA's work with the Bureau of Mines
was limited to the interchange of technical
information and the dissemination of information
to industry. FEA has always recognized that BGHM

(now ERDA following the transfer of these activities)

had the research responsibility in this area.



Questicn: 19. Uhat is the current status of
the Bares.a on the conservation and uwse of rethans
fram coal minas?

Answer: During FY 1975, FEA worked closely with the Bureau
of Mines in introducirg the concept of coal seam methane
conservation in the Cormmnwealths of Pennsylvania and Virginia;

also the State of West Virginia.
Pennsylvaﬁia now ‘has a formal plan (Pennsylvania Methane Plan)
for the development of the Carmonwealth's coal seam me:tha-ne
resources. Virginia's Ceal and Energy Cdmission has held

tvo meetings regarding methane conservation. - The fJirst
meeting was attended Ly AFEJ\ alone ,' the second in ccnjunction
with the Bureau of Mires. Virginia is now considering future
courses of action. In West Virginia, we have met with a
nurber of state ensrgy officials in the presence of a repre-

sentative of the Burcau of Mines.




Question:

0. *hat is the statuzs of wrorh on the questicn
- N T I P 11 -~ baln -
z cornncivoe for oil arnd gas rooovery

cjris und Ion ¢y1:n°tic fuel cevelopment

Answer: There is no commercial production of synthetic fuels from
coal or oil shale in the United Statcs at the present time. It

is our bast estimate that without Federally provided incentives,
no sicgnificant rroduction of synfuelsvwill take place between now

and 1%985. PBecause of the long lead time before synthetic fuel

plants can start making a contribution to our energy Fupoly, tne

v

Adminis+raticn believes it is vitally important that the initial,
plants receive Feceral surrport to get th m underway as soon as
possible. This is especially important because the initial plants

are one~oi-a-kind and inveclve unusuel risks.

4 [ T E A . - L1 < 1 NnY ~opan du de 2 .
I+ is5 our bolizf £hot scmetimz in the mid 19080's a synthetic
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industrv will be cecnmercially competitive and that Federal incenti

will no longer be necessary to encourags production.

The basic forms of financial assistance which we feel would most
effectively encourage private investment in synthetic fuel plants
are: loan guarantees, price guarantees and construction grants.
The specific incentive to be used for a particular plant would be
designed to share the risk acssociated with t@e initial plants

betwcen txe developer, the Government, and.to a much lesser extent

the consumer.

With respect to o0il recovery technology, Title IV, Section 401,

of the recently Inacted Energy Policy and Conservation Act

(‘)
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. (BL 64=-162) conccrn: pricing policy. Implementing action is

for the various aspccts of this section of the Act are under

consicderaticn at this time.

Regarding gas recovery technologies, deregulation of the price

of new gas sold in inter-state markets remains as a key objective

of the Administration's energy policy.




€udstion’2l-a.

Answer:

21-b.

'e have received scre acency carmant that this
approach (£0-5C grant) is too rigid. Vhat are
your 2gency's viczws cn this cost sharing policy?
Is it, in fact, sound? WKhy?

‘hat are the advantages and disadvantages to the
Government if one of the following alternatives

were to be adopted either by statute or administrative
action? -

.Because FEA has no research development and

demonstration role, this question should

be reserved for response from ERDA.
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