PETER BALDWIN

IT'S COMMON SENSE

Energy & Security Act of 2009

EXPORT $2 FUEL; IMPORT $10 FUEL

e all snickered when California
enacted the first de facto gov-
ernmental moratorium on new
coal plants in the U.S. You
remember . . . the law was signed in
September 2006, and took effect for
investor-owned utilities in January 2007.
Regulators implementing the law set the
standard for greenhouse gas emissions at
1,100 pounds of CO, per MWh, a value
equal to the emissions of a combined-
cycle natural gas plant. The California
Energy Commission then barred munici-
pal utilities from signing new supply
contracts with coal-fired plants.
Congressmen Waxman and Markey,
principal authors of the American
Energy & Security Act of 2009 (H.R.
2454), have effectively exported this pol-
icy to the rest of the U.S.

Vested interests
H.R. 2454 requires that new coal-fired
power plants permitted between 2009
and 2020 capture 50% of the CO, emit-
ted, increasing to 65% capture thereafter.
Furthermore, any Carbon Capture &
Sequestration (CCS) language is always
paired with coal-fired power plants.
There is never any pairing with NGCC
power plants. This is no accident.
Simply stated, these capture levels

allow Natural Gas Combined Cycle
(NGCC) power plants to be permitted
without CCS, a huge loophole around the
entire CCS issue, and removes any real
pressure on the electric utility to learn
how to do CCS. This bill and the de facto
NGCC exemption within it, subsidizes
natural gas interests and will serve to
maintain high natural gas price levels and
consumption. With these provisions, the
proposed bill will handicap the U.S.
industry with uncompetitive energy costs
and disadvantage attempts to recover its
industrial manufacture base and the jobs
that go with it.

The Congressmen were not alone in
this pursuit. Here’s the logic.

Congressmen Waxman and Markey
are both “coasters,” not the singers from
the “50s,” but west and east “coasters.”
The fuel for their power and that of their
constituency is primarily natural gas, so
this H.R. 2454 effectively exempts them
and their constituency from any near-term
impact. There is a huge long-term impact
on the cost of electricity for sure, but in the
House of Representatives two-year elec-
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tion cycle, that does not count for much.

The Sierra Club et al, have so demo-
nized “dirty coal” and, as I have found
out on a recent Calgary visit, “dirty oil
sands” that, at a minimum, they are guilty
of a gross misrepresentation of the facts
and worse, intentionally misleading their
audience. These folks have chosen to
ignore the fact that natural gas is a fossil
fuel and emits CO, in prodigious
amounts, preferring to parlay the lower
uncontrolled SOx, NOx, Mercury and
particulate emissions of natural gas-fired
power plants into the popular belief that
this somehow includes CO,.

Numbers help. The minimum
Environmental Protection Agency stan-
dard for reporting CO, emissions is
25,000 MTPY. A 630 MW NGCC plant
emits 1,665,000 MTPY. Why does this
level of 65 times the minimum reporting
standard warrant an exemption?

The underlying premise of the Sierra
Club et al is that if the U.S. stops burning
coal; she will eventually stop mining it.
What really happens, however, is that the
U.S. exports that coal at $2.00 per
mmBtu to provide a cost-effective energy
source for developing nations, in effect
subsidizing the continued erosion of the
U.S. industrial base.

There is also a consortium of industry
interests that portrays itself as represent-
ing industrial interests, but seem more a
front to promote gas interests specific to
their membership. But I do not see them
arguing for protecting jobs in this country
through competitive energy costs.

What one does hear is that we have a
wealth of offshore reserves waiting to be
tapped and huge shale gas reserves wait-
ing to support the expected demand trig-
gered by wholesale use of natural gas for
power generation. What you don’t hear is
that these reserves are expensive.
Potential investors tell me that shale gas
deposits play out in about 18 months and
have to be “refracted” and, that it takes
$8.00 - $10.00 per mmBtu gas to sustain
such an effort. Gas prices are headed to
this level.

Then, there are the electric utilities.

Simply stated, the electric utilities
have their own interest at heart and should.
They would rather not have to mess with
CCS unless mandated to do so. The
NGCC exemption is a “business as usual”
approach pretending to be otherwise.

A utility can build a 630 MW NGCC

plant in three years without much organized
resistance and it can be argued that this size
better matches the load growth. The effi-
ciency is high and the near term impact on
electric rates with $4.00 gas is affordable.

All true, but more importantly, opting
for a NGCC reduces risk for the utility. It
takes eight years to construct a coal-fired
power plant and there are constant and
continuous legal challenges throughout
the process. Why risk the public wrath
and continuous legal challenges associat-
ed with building a coal plant?

The answer, of course, is fuel cost and
fuel cost volatility, and the economic
impact that high energy costs will ulti-
mately have on U.S. industrial competi-
tiveness.

It takes a balanced perspective to opt
for a new coal-fired power plant, a per-
spective clearly lacking in each of these
advocacy groups. All of these groups are
guilty of one-dimensional thinking
because that is what suits their immediate
and their financial interests. There is no
balance to their position or approach and
there never will be.

The irony of this bill is in its title
“American Energy & Security Act of
2009.” The bill seems to ignore the need
for economic and energy security even in
these most difficult of times when the
need seems almost too obvious.

At the end of the day, this bill, how-
ever well intentioned at inception, is now
designed to keep U.S. natural gas prices
high, whether by intent or by default,
because high gas prices further the
respective interests of those seeking to
influence the outcome.

In addition, and in case it is not obvi-
ous, most electric companies do get fuel
adjustment surcharges, so there is really
no concern over fuel cost. Oh, also, many
of the electric utilities do own the local
gas company. That’s what “XYZ Electric
& Gas” means. Ml

Author

Peter Baldwin is an indus-
try consultant (www.base-
e.net) and former execu-
tive of Ingersoll-Rand
Company’s Northern
Research and Engineering
Corp. (NREC) subsidiary.
Reach him at pete_bald-
win@base-e.net.

www.turbomachinerymag.com




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 1
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 2400
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU <FEFF005500730065002000740068006500730065002000730065007400740069006e0067007300200074006f0020006300720065006100740065002000410064006f00620065002000500044004600200064006f00630075006d0065006e0074007300200066006f0072000d002000200020002000200020002000200020002000200020002000200020002000200020002000200020002000200020005100750065006200650063006f007200200057006f0072006c00640020004d00690064006c0061006e0064>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


