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EPA’S PROPOSED GHG STANDARDS FOR NEW
POWER PLANTS AND H.R. —, WHITFIELD-
MANCHIN LEGISLATION

THURSDAY, NOVEMBER 14, 2013

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ENERGY AND POWER,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 9:39 a.m., in room
2123 of the Rayburn House Office Building, Hon. Ed Whitfield
(chairman of the subcommittee) presiding.

Members present: Representatives Whitfield, Scalise, Hall,
Shimkus, Terry, Burgess, Latta, Cassidy, Olson, McKinley, Gard-
ner, Kinzinger, Griffith, Barton, Upton (ex officio), McNerney,
Tonko, Yarmuth, Green, Capps, Barrow, Dingell, and Waxman (ex
officio).

Staff present: Nick Abraham, Legislative Clerk; Gary Andres,
Staff Director; Charlotte Baker, Press Secretary; Sean Bonyun,
Communications Director; Allison Busbee, Policy Coordinator, En-
ergy and Power; Patrick Currier, Counsel, Energy and Power; Tom
Hassenboehler, Chief Counsel, Energy and Power; Brandon Moon-
ey, Professional Staff Member; Mary Neumayr, Senior Energy
Counsel; Chris Sarley, Policy Coordinator, Environment and the
Economy; Peter Spencer, Professional Staff, Oversight; Jean Wood-
row, Director, Information Technology; Jeff Baran, Democratic Sen-
ior Counsel; Greg Dotson, Democratic Staff Director, Energy and
Environment; Caitlin Haberman, Democratic Policy Analyst; and
Alexandra Teitz, Senior Counsel, Energy and Environment.

OPENING STATEMENT OF HON. ED WHITFIELD, A REPRESENT-
ATIVE IN CONGRESS FROM THE COMMONWEALTH OF KEN-
TUCKY

Mr. WHITFIELD. I would like to call this hearing to order. As you
know, this morning we are having a hearing on the EPA’s proposed
greenhouse gas standards for new coal powered plants, and also we
are going to touch on discussion draft legislation that has been in-
troduced by myself, Senator Manchin, Morgan Griffith, David
McKinley, John Shimkus, and many others in the Congress. Be-
cause of what many of us view as the extreme position in this
greenhouse gas regulation that EPA has taken, our legislation
would allow EPA to regulate greenhouse gases, but Congress would
set the parameters for that regulation. And our legislation would
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apply to new plants, as well as existing plants, although they
would be treated in significantly different ways.

Just 1 year ago James Wood, the Deputy Assistant Secretary of
the Department of Energy’s Office of Clean Coal, made this state-
ment regarding CCS technologies. “Unlike the cost effective ad-
vanced technologies that were developed to reduce emissions of ni-
trogen, sulfur, mercury and particulates, technologies to capture
and store carbon emissions from electric power plants are elusive,
expensive and, although there are CO, separation technologies in
use in the natural gas and chemical processing industries, there
has not yet been deployment in the electric power industry, and
there is little history of the integration of these technologies with
electric generation in reliable or cost-effective modes.” So bottom
line is we all know that EPA cannot point to a single completed
operational facility that meets the emissions standard it has set for
coal in this proposed regulation, and all of the demonstration
projects that they refer to have received huge government sub-
sidies. All of them are cost overruns. None of them are in oper-
ation.

Now, Section 111 of the Clean Air Act defines the term “standard
of performance” as “a standard for emissions of air pollutants
which reflects the degree of emission limitation achievable through
the application of the best system of emission reduction which the
Administrator determines has been adequately demonstrated.” And
that is the key word. And I am sure that Ms. McCabe, who will
be testifying later this morning, would agree, and knows full well,
that there is going to be legal challenges on this proposed rule in
the court system, because they have gone a long way down the
road that they have never traveled before in setting these dem-
onstration projects as something that is adequately demonstrated
that the technology can work.

So EPA is doing everything it can do, with the backing of the
President, to move us down a road that we may not be yet ready
to move down. As a matter of fact, when Congress addressed this
issue the last time, the Democrats controlled the House and the
Senate, and the Markey-Waxman bill was rejected by the U.S. Sen-
ate. They could not get it through. And so now they are attempting
to do, by regulation, what cannot be done through legislation. So
this morning we find ourselves living in a country where we are
the only country in the world where you cannot legally build a new
coal powered plant because the technology is not available to meet
the emission standard.

Now, I recognize that people are not rushing out to build new
coal powered plants because natural gas prices are so low. But why
in the world would a country, struggling with economic growth, try-
ing to be competitive in the global marketplace, say to its citizens,
and make a policy decision without a national debate, that one of
our most abundant resources will not be used in America? Now,
people say, well, natural gas prices are so low, and they are, as I
have stated, but what is happening in Europe? How many of you
know that over the last 20 months they are in the process of clos-
ing down 30 gigawatts of new natural gas plants? Why? Because
natural gas coming out of Russia is so expensive, so what happened
last year in Europe?
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Well, we view Europe as a green arena, and I am for all of the
above, so they moved quickly down that road. 22 percent of their
electricity is produced from renewables, but gas prices are so high
that last year they imported 45 percent of our coal export market,
which was the largest export market we had had in about 15 years,
and so they are now building coal plants in Europe because of the
high cost of natural gas. So why, in America, would we make the
decision because gas prices are low now, we are not going to allow
a new coal powered plant to be built? So that is what we are going
to try to explore this morning. I understand there are different
views on it, and, obviously, that is why we have hearings. But I
look forward to the testimony of all our witnesses today on an issue
that is very important.

[The prepared statement of Mr. Whitfield follows:]

PREPARED STATEMENT OF HON. ED WHITFIELD

This morning, we continue our oversight of EPA’s numerous regulations targeting
the use of coal. The regulation at issue today, the proposed greenhouse gas stand-
ards for new power plants, may well be the most damaging one yet in the agency’s
all-out attack on one of our nations’ most affordable, reliable energy sources, coal.

There is a great deal about this proposed rule that is concerning for states and
ratepayers. The proposed rule has serious implications for the affordability, reli-
ability, and diversity of the nation’s electricity portfolio. Today, we will examine this
proposed rule and also discuss a more reasonable alternative. Senator Joe Manchin
and I have released draft legislation that allows for greenhouse gas emissions reduc-
tions, but it does so in a manner that ensures coal remains a key part of America’s
energy mix. It would simply provide that in setting greenhouse gas standards for
new plants, that EPA base the standards on tested and proven technologies that are
commercially achievable. It would also provide that Congress set the effective date
for any regulations that EPA develops relating to existing power plants.

I would like to thank my good friend Senator Manchin for appearing before us
today and for working with me on this commonsense alternative. Make no mis-
take—EPA’s proposed GHG New Source Performance Standards would effectively
ban new coal-fired generation. It would essentially require carbon capture and stor-
age technologies, which are nowhere close to being commercially viable. Even
Charles McConnell, former Assistant Secretary for Fossil Energy in the Obama ad-
ministration, recently testified before Congress that it is “disingenuous” to say that
CCS is ready.

And while EPA moves to finalize a rule that would spell the end of new coal-fired
generation, it has also pledged to finalize regulations that go after existing
sources—a one-two punch to eliminate coal as a source of electricity.

Now, I might add that some still claim that there is no direct attack on coal or
fossil fuels in general. They argue that coal-fired power plant shutdowns are occur-
ring simply because natural gas is cheaper, and that coal is a victim of nothing
more than market forces. But if that was truly the case, one wonders why the
Obama EPA feels the need to keep issuing rules that are nowhere close to being
achievable by coalfired power plants. In reality, while the increase in domestic nat-
ural gas production is in itself good news for our economy, this nation still needs
a diversity of supply that also comes from coal and nuclear as well as renewable
sources of electricity. The generation mix varies greatly across the country based on
what makes sense locally, including my part of the country in Kentucky which relies
heavily on coal.

America has the world’s largest coal resources, and EPA’s pending regulations to
phase out or eliminate the use of coal for both new and existing power plants poses
extreme risks for jobs, energy reliability, and energy security. And these regulations
threaten to drive up electric bills in coal-reliant states and restrict access to energy
for many Americans. We should be pursuing energy policies that will lead to more
energy that is less expensive for people, rather than less energy that is more expen-
sive for people. And this decision should be left with the American people, not with
EPA to decide.

Further, many of our largest industrial competitors, including China, have been
rapidly adding coal to their generation portfolio, and for good reason given its low
cost and reliable performance. And none of these nations are imposing on them-
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selves anything like EPA’s anti-coal agenda. The global economy is sending us a
clear message—the more we handicap American coal, the more we handicap Amer-
ican competitiveness.

Prior to the Obama administration, the EPA and states had a decades-long his-
tory of regulating coal in ways that reduced emissions without abandoning this vital
energy source. And I believe that Sen. Manchin and I have tapped into that tradi-
tion of realistic and achievable regulation with our draft legislation. Our bipartisan
and bicameral proposal is the commonsense way to ensure that any greenhouse gas
regulations for power plants going forward are achievable.

I would conclude by noting that this hearing is about what energy policy makes
sense for the American people. We need to keep the lights on and the bills low while
creating badly needed jobs. And it won’t happen without coal.

# # #

Mr. WHITFIELD. At this time I would like to recognize the gen-
tleman from California, Mr. McNerney, for his 5 minute opening
statement.

OPENING STATEMENT OF HON. JERRY MCNERNEY, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. MCNERNEY. Thank you, Mr. Chairman. It is a little chilly in
here this morning, so maybe we should turn on the coal-fired power
plants and get things warmed up.

You know, I am glad we are having this hearing, but I want to
make clear that this hearing is about climate change. The legisla-
tion focuses on the Whitfield bill. The draft legislation would block
EPA’s ability to issue standards to limit carbon pollution from new
and existing coal-fired power plants. It effectively rolls back EPA’s
authority under the Clean Air Act. The legislation nullifies EPA’s
proposed carbon standards for new power plants and prohibits fu-
ture standards from being implemented unless at least six units at
different locations have met that standard for 12 continuous
months. It is not clear why utilities would deploy any carbon pollu-
tion control technology in the absence of a requirement to do so. As
a result, the bill’s requirements appear to be insurmountable. In
addition, the bill would require Congress to pass new legislation
before the EPA could limit carbon pollution from existing power
plants.

Greenhouse gases pose a significant threat to our economy, to
our public health, and to the environment. We have heard time and
again from the world’s leading scientists that greenhouse gases
have negative consequences, and are causing global warming. I
share the view of many of my colleagues, that we need a com-
prehensive approach to our nation’s energy needs. Coal can con-
tinue to play an important role, but we must address carbon emis-
sions.

California still relies on coal powered plants for some of its en-
ergy needs. However, California has been a national leader in clean
energy generation, and in reducing greenhouse gases. A Republican
governor established short and long term greenhouse gas emission
reduction targets for California, to reduce carbon emissions to 1990
levels by 2020, and 80 percent below 1990 levels by 2050. The
State’s carbon emissions have declined for 3 straight years.
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The development of carbon capture and storage technologies is
essential to the future of coal. The International Energy Agency ex-
pects carbon capture and storage to rank third among ways to re-
duce carbon emissions by 2050, behind energy efficiency, and the
use of renewable sources, and ahead of nuclear power. As far back
as 2009, industry stakeholders were talking about the benefits of
carbon capture and sequestration. Although work remains to be
done on carbon capture and sequestration, I believe that the cur-
rent technological capacity exists to effectively deploy CCS tech-
nology on power plants. Taking away incentives for implementation
of carbon capture and sequestration will stunt the progress that
has been made in this industry to this point. We saw a similar sce-
nario play out in the wind industry back in the 1990s, that I was
involved in. The United States was building new technology, and
was leading the charge, but proper support went away, and so did
the jobs and the technology. I saw those jobs leave this country.
That set our industry back for years.

As I said at the beginning of my opening statement, this hearing
is about climate change. Either we believe that climate change is
happening, and is caused by human activities, or we don’t. If we
do believe that climate change is happening, this bill is exactly the
wrong way to go.

I want to thank the witnesses for their time, and I look forward
to their testimony, and I am interested to hear how we can support
efforts to reduce greenhouse gases, while boosting energy independ-
ence, and protecting public health.

Thank you, Mr. Chairman. I yield back.

Mr. WHITFIELD. Thank you, Mr. McNerney. At this time recog-
nize the gentleman from Michigan, Mr. Upton, for 5 minutes.

OPENING STATEMENT OF HON. FRED UPTON, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. UpTON. Well, thank you, Mr. Chairman.

You know, nearly everyone claims to support an all-of-the-above
energy strategy, everybody. And, in my view, all-of-the-above al-
lows every viable energy resource to compete. It doesn’t take cer-
tain options off the table by setting unachievable Federal regs. Un-
fortunately, it is the latter that has been on display by the EPA.
EPA’s proposed greenhouse gas rule for new power plants is the
latest effort by this administration to eliminate the use of coal. The
President’s energy strategy is the exact opposite of an all of the
above approach, and would limit our energy choices, jeopardize
jobs, raise energy costs, and threaten America’s global competitive-
ness.

An open all-of-the-above energy strategy is important because di-
versity of energy is critical to providing affordable and reliable elec-
tricity to U.S. homes and businesses. The nation has, for decades,
benefitted from a variety of sources of electricity. The idea that
electricity from coal is no longer needed because we have more nat-
ural gas is misguided. And, while our Nation has become the envy
of the world because of recent breakthroughs unlocking vast
amounts of oil and natural gas, it never makes sense to regulate
an entire fuel category out of the mix. It makes even less sense
when the resource makes up 40 percent of the fuel used for elec-
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tricity domestically, while at the same time other nations, from
Germany to China, are continuing to build new state-of-the-art coal
facilities.

Given that the U.S. has the largest coal reserves, and is the larg-
est producer of coal, it should remain a critical contributor to a di-
verse electricity portfolio for decades to come. Fuel diversity not
only gives us the flexibility we need to keep electricity costs low,
it also helps ensure reliability. As we have heard from many wit-
nesses in previous hearings, the coal-fired power plant shutdowns
already underway pose a serious threat to reliability in many re-
gions, particularly in the Midwest. That threat will continue to get
worse if these shutdowns increase in the years ahead while we
limit our options for new base load power.

In sum, fuel diversity gives us a more stable, reliable, affordable
electricity supply, and any threat to coal, including the EPA’s pro-
posed rule, is a threat to that diversity. I want to applaud both
Chairman Whitfield and Senator Manchin from West Virginia for
their efforts in authoring a workable bipartisan, and bicameral, al-
ternative to EPA’s proposed rule. Their proposal is a good faith ef-
fort that requires a critical check on EPA’s misuse of the Clean Air
Act to try and accomplish through regulation what was rejected in
Congress through legislation. Their approach does not prohibit the
EPA for setting the standard for new sources, but instead focuses
on setting standards that have been adequately demonstrated at
geographically diverse locations around the country, a key ingre-
dient that is missing from EPA’s regulatory proposal. It deserves
serious consideration by this committee and Congress.

And I yield back my time.

[The prepared statement of Mr. Upton follows:]

PREPARED STATEMENT OF HON. FRED UPTON

Nearly everyone claims to support an all-of-the-above energy strategy. In my view,
all-of-the-above allows every viable energy resource to compete. It does not take cer-
tain options off the table by setting unachievable federal regulations. Unfortunately,
it is the latter that has been on display by the Environmental Protection Agency.

EPA’s proposed greenhouse gas rule for new power plants is the latest effort by
the Obama administration to eliminate the use of coal. The president’s energy strat-
egy is the exact opposite of an all-of-the-above approach and would limit our energy
choices, jeopardize jobs, raise energy costs, and threaten America’s global competi-
tiveness.

An open, all-of-the-above energy strategy is important because diversity of energy
is critical to providing affordable and reliable electricity to U.S. homes and busi-
nesses. The nation has for decades benefitted from a variety of sources of electricity.

The idea that electricity from coal is no longer needed because we have more nat-
ural gas is misguided. While our nation has become the envy of the world because
of recent breakthroughs unlocking vast amounts of oil and natural gas, it never
makes sense to regulate an entire fuel category out of the mix. It makes even less
sense when that resource makes up 40 percent of the fuel used for electricity domes-
tically while at the same time other nations, from Germany to China, are continuing
to build new state-of-the-art coal facilities.

Given that the United States has the world’s largest coal reserves and is the larg-
est producer of coal, it should remain a critical contributor to a diverse electricity
portfolio for decades to come.

Fuel diversity not only gives us the flexibility to keep electricity costs low, but it
also helps ensure reliability. As we have heard from many witnesses in previous
hearings, the coal-fired power plant shutdowns already underway pose a serious
threat to reliability in many regions, particularly the Midwest. That threat will con-
tinue to get worse if these shutdowns increase in the years ahead while we limit
our options for new base load power.
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In sum, fuel diversity gives us a more stable, reliable, and affordable electricity
supply. And any threat to coal, including EPA’s proposed rule, is a threat to that
diversity.

I would like to applaud both Chairman Whitfield and Senator Manchin for their
efforts in authoring a workable bipartisan and bicameral alternative to EPA’s pro-
posed rule. Their proposal is a good faith effort that requires a critical check on
EPA’s misuse of the Clean Air Act to try to accomplish through regulation what was
rejected in Congress through legislation. Their approach does not prohibit the EPA
from setting a standard for new sources, but focuses on setting standards that have
been adequately demonstrated at geographically diverse locations around the coun-
try, a key ingredient missing from EPA’s regulatory proposal. It deserves serious
consideration by this committee and Congress as a whole.

# # #

Mr. WHITFIELD. Thank you, Mr. Upton. At this time I recognize
the distinguished gentleman from California, Mr. Waxman, for 5
minutes.

OPENING STATEMENT OF HON. HENRY A. WAXMAN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. WAXMAN. Thank you very much, Mr. Chairman.

The warning signs of climate change are happening all around
us, but House Republicans are averting their eyes, denying the
science, and jeopardizing the future of our children and grand-
children. Not only is this committee refusing to act, we are consid-
ering legislation to stop the administration from acting under exist-
ing law. The bill before us is a recipe for climate disaster.

Last week, the World Meteorological Association reported that
the levels of heat trapping gases in the atmosphere set new
records. The levels are now higher than at any time in the last
800,000 years. Direct measurements and basic physics tell us that
carbon pollution is warming the planet.

Now, my Republican colleagues deny this scientific reality. I wish
they would open their eyes and escape their congressional bubble.
In my state, firefighters know that wildfires are getting bigger and
more dangerous as heat and drought become more common. Across
the West, foresters are grappling with dying forests, killed by bark
beetles that thrive in warmer temperatures. Farmers know the
weather better than anyone else, and they say it is different now.
Coastal communities confront ever-rising sea levels, putting them
at risk from extreme storms and ever higher storm surges. And
just last week a super typhoon, perhaps the strongest ever re-
corded, demolished entire cities in the Philippines. Extreme weath-
er, sea level rises, heat waves, droughts, floods, wildfires, pests.
This is what climate change looks like.

So what is this committee doing today? Denying, obstructing, and
weakening the Clean Air Act. We will hear charges today that the
administration is waging a war on coal. We will hear claims that
EPA’s rules will block all new coal-fired power plants. We will be
told that we must pass legislation to effectively repeal EPA’s exist-
ing authority to address carbon pollution from power plants under
the Clean Air Act. And we will be told this is a reasonable middle
ground.
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But we will hear no recognition of the dangers from climate
change, much less any suggestions for dealing with it. EPA’s ap-
proach is actually very reasonable. For existing coal-fired power
plants, EPA is starting by listening to stakeholders. EPA hasn’t yet
issued a proposal. For new coal-fired plants, EPA proposes to re-
quire partial use of carbon controls that are technically feasible,
have been used in other industrial applications for years, and have
been demonstrated on existing power plants. Several full scale com-
mercial applications of carbon capture at coal-fired power plants
are currently under construction.

Of course, these controls are more expensive than dumping car-
bon pollution into the air. That is why industry will never deploy
them without government incentives or requirements.

If this committee is truly concerned about the future of coal, it
should be doing everything possible to advance the carbon capture
technologies. That is the path to continued use of coal in a carbon
constrained world.

That is exactly what Democrats tried to do. In 2009 the Wax-
man-Markey bill gave utilities certainty about carbon regulation. It
gave utilities with more coal generation extra allowances to help
defray their costs. And it provided $60 billion, $60 billion, to deploy
carbon capture technology. That bill provided a future for coal. We
worked with Representative Boucher, the coal miners, the utility
industry, to make sure of that.

But House Republicans said no.

In the Recovery Act, President Obama provided $3.4 billion for
cargon capture and storage technology. But House Republicans
said no.

So I ask my Republican colleagues, if you don’t like President
Obama’s approach, if you don’t like congressional Democrats’ ap-
proach, what is your plan for dealing with climate change? Just
saying no, pretending it doesn’t exist, is just a recipe for climate
disaster.

Yield back my time.

Mr. WHITFIELD. Thank you, Mr. Waxman, and that completes
the opening statements. And we have this morning three panels of
witnesses, and on the first panel we are delighted to welcome Sen-
ator Joe Manchin of the great State of West Virginia, and he will
be our first witness. Senator Manchin is on the Energy and Nat-
ural Resources Committee, and he is also chairman of the Public
Lands, Forest, and Mining Subcomittee. And I know you are on a
lot of other committees as well, Senator, but we welcome you, and
thank you for taking time to join us this morning.

And I will say that when Senator Manchin finishes his state-
ment, he has got to get over to a confirmation hearing, so I know
that you all will be disappointed you can’t ask him any questions.

But, Senator Manchin, you are recognized for 5 minutes.

STATEMENT OF HON. JOE MANCHIN, A UNITED STATES
SENATOR FROM THE STATE OF WEST VIRGINIA

Senator MANCHIN. Thank you for inviting me, and having me be
part of this. My colleague from West Virginia, Congressman
McKinley, good to be with you. And I want to, first of all, say that
I do believe that seven billion people on Mother Earth has had an
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impact on the environment. We have a responsibility. We also have
seven billion people that would like to eat and provide for them-
selves, and their families, so we have got to find that balance.

The EPA regulation of greenhouse gas emissions from both new
and existing power plants are what we are talking about in this
legislation that we proposed. Our legislation would protect Ameri-
cans’ access to reliable and affordable electricity now, and for dec-
ades to come, finding that balance we talk about. We need a di-
verse energy portfolio, which, I think, Mr. Upton, you have talked
about, and we sure do need that, a true all of the above mix of nat-
ural gas, nuclear, renewables, oil, and coal. Unfortunately, the En-
vironmental Protection Agency has chosen a regulatory path devoid
of common sense that will take us way off course from a future of
abundant, affordable clean energy. Our legislation tries to get the
EPA back on track, but in a way that does nothing to prevent the
EPA from acting in a reasonable and rational way.

Mr. Chairman, EPA’s proposed standards for new coal-fired
power plants would effectively prevent any new plants from being
constructed. Their standards require coal-fired power plants to de-
ploy technologies that are not currently commercially viable. And
though EPA has yet to formally propose new standards for existing
power plants, there is every indication that these standards will be
unachievable as well. The EPA is holding the coal industry to im-
possible standards. And, for the first time ever, the Federal Gov-
ernment is trying to force an industry to do something that is tech-
nologically impossible to achieve, at least for now. The industry is
making steady progress, but is still a ways off from developing the
carbon capture and storage technologies that the EPA claims are
commercially viable. We don’t have a commercially viable plant
right now.

Right now coal provides 37 percent of all electricity generated in
the United States, and the Department of Energy projects coal will
provide at least that much through 2040. Right now we simply
can’t make up the difference with renewables. That is just wishful
thinking. So if we just stand by and do nothing, and let the EPA
eliminate coal from the energy mix, we are going to see stability
of our electrical grid threatened, and see the price of electricity rise
dramatically, jeopardizing America’s economy and countless jobs,
with no real environmental benefit, but we are just standing by.

Our bipartisan, bicameral legislation is part of a national discus-
sion about our energy future and the proper role of regulatory bod-
ies like the EPA. Our legislation ensures that EPA will no longer
be able to impose unachievable standards on coal-fired power
plants. It is just common sense that regulations are based on what
is technologically possible at the time they are proposed. With reg-
ulations, if they aren’t feasible, they aren’t reasonable.

For new plants, our legislation will require that any EPA regula-
tion must be categorized by fuel type, coal, or gas. The EPA can
only impose a standard if that standard has been achieved for 12
consecutive months at six different U.S. electricity generating
plants, operating on a full commercial basis. For existing plants,
any EPA proposed rule will not take effect until Federal law is en-
acted specifying the rule’s effective date, and EPA must report to
Congress on the economic impact of the rule.
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Mr. Chairman, it is time we strike a balance between healthy en-
vironment and a healthy economy. That is all we have asked for,
is a balance, and that is what our legislation does. Abundant, reli-
able, affordable energy made this country the economic leader of
the world. We all wouldn’t enjoy the life we have today if it had
not been for the coal, when produced by the hardworking people of
this country. And that is the same formula that will keep us up at
the front. It is time the EPA started working as our partner, not
as our adversary, to achieve that balance. And the EPA can start
by recognizing it is just common sense that regulations should be
based on what is technologically possible at the time they are pro-
posed. That is all we have asked for.

Again I want to thank you, Mr. Chairman, and all the members
of the committee here for allowing me to come before you, and
thank you for the opportunity to work with you on this very impor-
tant piece of legislation.

[The prepared statement of Senator Manchin follows:]
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TESTIMONY

HOUSE SUBCOMMITTEE ON ENERGY AND POWER

Mr. Chairman, thank you for the opportunity to testify in support
of our draft legislation, which addresses EPA regulation of
greenhouse gas emissions from both new and existing power
plants. Our legislation would protect Americans’ access to
reliable and affordable electricity now and for decades to come.

We need a diverse energy portfolio— a true “all-of-the-above”
mix of natural gas, nuclear, renewables, oil and coal.
Unfortunately, the Environmental Protection Agency has chosen
a regulatory path devoid of common sense that will take us way
off course from a future of abundant, affordable, clean energy.
Our legislation tries to get the EPA back on track, but in a way
that does nothing to prevent the EPA from acting in a
reasonable, rational way.

Mr. Chairman, EPA’s proposed standards for new coal-fired
power plants would effectively prevent any new plants from
being constructed. Their standards require coal-fired power
plants to deploy technologies that are not currently
commercially viable. And though EPA has yet to formally
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propose new standards for existing power plants, there is every
indication that these standards will be unachievable as well.

The EPA is holding the coal industry to impossible standards.
And for the first time ever, the federal government is trying to
force an industry to do something that is technologically
impossible to achieve — at least, right now.

The industry is making steady progress but is still a ways off
from developing the carbon capture and storage technologies
that the EPA claims are commercially viable.

Right now, coal provides 37 percent of all the electricity
generated in the United States, and the Department of Energy
projects coal will provide at least that much through 2040. Right
now, we simply can’t make up the difference with renewables.
That’s just wishful thinking.

So, if we just stand by and do nothing and let the EPA eliminate
coal from our energy mix, we’re going to see the stability of our
electrical grid threatened and see the price of electricity rise
dramatically, jeopardizing America’s economy and countless
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jobs with no real environmental benefit. But we aren’t just
standing by.

Our bipartisan, bicameral legislation is a part of a national
discussion about our energy future and the proper role of
regulatory bodies like the EPA.

Our legislation ensures that the EPA will no longer be able to
impose unachievable standards on coal-fired power plants. It is
just common sense that regulations are based on what is
technologically possible at the time they are proposed. With
regulations, if they aren’t feasible, they aren’t reasonable.

For new plants, our legislation will require that any EPA
regulation must be categorized by fuel type — coal or gas. EPA
can only impose a standard if that standard has been achieved
for 12 consecutive months at six different US electricity
generating plants operating on a full commercial basis.

For existing plants, any EPA proposed rule will not take effect
until a federal law is enacted specifying the rule’s effective date.
And EPA must report to Congress on the economic impact of
the rule.
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Mr. Chairman, it’s time we strike a balance between a healthy
environment and a healthy economy. And that’s what our
legislation does. Abundant, reliable, affordable energy made this
country the economic leader of the world — and that’s the same
formula that will keep us at the front.

It’s time the EPA started working as our partner, not our
adversary, to achieve that balance. And the EPA can start by
recognizing it is just common sense that regulations should be
based on what is technologically possible at the time they are
proposed.

Again, thank you, Mr. Chairman, for this opportunity to appear
before your committee. And thank you for the opportunity to
work with you on this very important piece of legislation.



15

Mr. WHITFIELD. Well, Senator Manchin, thank you so much for
your testimony. I know all of us look forward to working with you
as we move forward, and we appreciate very much your taking
time to come over and visit us on the House side.

Senator MANCHIN. Well, it is good to be with you.

Mr. WHITFIELD. Thank you so much.

Senator MANCHIN. Thank you.

Mr. DINGELL. Mr. Chairman, I would just like to say welcome to
Senator Manchin. Welcome.

Senator MANCHIN. Thank you, my friend.

Mr. DINGELL. I am delighted to see you in the committee this
morning.

Senator MANCHIN. Thank you, Mr.

Mr. DINGELL. Thank you, sir.

Senator MANCHIN. Thank you, Mr. Dingell. You are my friend,
I appreciate it. Thank you.

Mr. WHITFIELD. Thank you, Mr. Dingell.

At this time I would like to call our second panel, and our second
panel consists of one person, and that is the Honorable Janet
McCabe, who is the Acting Assistant Administrator for Air and Ra-
diation at the Environmental Protection Agency. And I just discov-
ered, in talking to her before the hearing, that she has a travel
schedule like many of us do. She lives in Indiana and travels back
and forth to Washington. So, Ms. McCabe, thank you very much for
joining us today to talk about the proposed greenhouse gas regula-
tion, and maybe the discussion draft, and you are recognized for 5
minutes for an opening statement.

STATEMENT OF HON. JANET MCCABE, ACTING ASSISTANT AD-
MINISTRATOR FOR AIR AND RADIATION, U.S. ENVIRON-
MENTAL PROTECTION AGENCY

Ms. McCABE. Well, thank you, Mr. Chairman, and members of
the subcommittee. Thank you for the opportunity to testify today
on EPA’s recently issued proposed carbon pollution standards for
new power plants and the related discussion draft under consider-
ation in the committee.

Responding to climate change is an imperative——

Mr. WHITFIELD. Is your microphone on, Ms. McCabe?

Ms. McCABE. The green light is on.

Responding to climate change is an imperative that presents
both an economic challenge and an economic opportunity. As Presi-
dent Obama and Administrator McCarthy have underscored, both
the economy and the environment must provide for current and fu-
ture generations. We can and must embrace cutting carbon pollu-
tion as a spark for business innovation, job creation, clean energy,
and broad economic growth.

In June President Obama issued a national climate action plan,
which directs EPA and other Federal agencies to take steps to miti-
gate the current and future damage caused by greenhouse gas
emissions, and to prepare for the climate changes that have al-
ready been set in motion. A key element of the plan is addressing
carbon pollution from new and existing power plants. Power plants
are the single largest source of carbon pollution in the U.S., ac-
counting for about %5 of U.S. emissions. In March 2012, EPA first
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proposed carbon pollution standards for future power plants, and
after receiving 2.7 million comments, we determined to issue a new
proposed rule based on this input and updated information.

In September EPA announced its new proposal. The proposed
standards would establish the first uniform national limits on car-
bon pollution from future power plants. They will not apply to ex-
isting power plants. The proposal sets separate national limits for
new natural gas fired turbines, and new coal-fired units. The
standards reflect the demonstrated performance of efficient lower
carbon technologies that are currently being constructed today.
They set the stage for continued public and private investment in
technologies, like efficient natural gas, and carbon capture and
storage. The proposal is currently available to the public, and the
formal comment period will begin when the rule is published in the
Federal Register. We look forward to robust engagement on the
proposal, and will carefully consider the comments and input we
receive as a final rule is developed.

For existing plants, we are engaged in outreach now to a broad
group of stakeholders who can inform the development of proposed
guidelines, which we expect to issue in June of 2014. These guide-
lines will provide guidance to states, which have the primary role
in developing and implementing plans to address carbon pollution
from the existing plants in their states.

In addition to the proposed carbon pollution standards, I have
been asked to provide testimony on the discussion draft that has
been put forward by Chairman Whitfield and Senator Manchin. Al-
though the administration does not currently have a position on
the draft, I will offer a few points that I hope will assist the com-
mittee in its deliberations. The draft bill would delay action and
regulatory certainty for future power plants by repealing the pend-
ing proposed carbon pollution standards. Further, it would indefi-
nitely delay progress in reducing carbon pollution by discouraging
the adoption of innovative technology that is available and effective
today, and would limit future development of cutting edge tech-
nologies. The draft bill could also prevent timely action on the larg-
est source of carbon pollution in the country, the power sector, by
prohibiting EPA rules from taking effect until Congress passes leg-
islation setting the effective date of the rules.

For over 40 years State and Federal regulators have worked with
stakeholders under the Clean Air Act to substantially reduce pollu-
tion through the development of cutting edge technologies. Ad-
dressing carbon pollution under the Clean Air Act will not be any
different.

Thank you again for the opportunity to testify on this important
subject, and I look forward to answering your questions.

[The prepared statement of Ms. McCabe follows:]
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Opening Statement of Janet McCabe
Acting Assistant Administrator
Office of Air and Radiation
U.S. Environmental Protection Agency

Hearing on EPA’s Proposed GHG Standards for New Power Plants and
H.R. __, Whitfield-Manchin Legislation
Subcommittee on Energy and Power
Committee on Energy and Commerce
U.S. House of Representatives
November 14, 2013
Chairman Whitfield, Ranking Member Rush, members of the
Subcommittee: Thank you for the opportunity to testify today on EPA’s
recently issued proposed carbon pollution standards for new power
plants and the related discussion draft under consideration in the
Committee. Although the Administration does not currently have a
formal position with regard to the draft legislation, we do have serious
concerns and in my testimony | will make several points that | hope will
assist the Committee in its consideration of the draft.
Climate change is one of the greatest challenges of our time. If
unchecked, it will have devastating impacts on the United States and
the planet. Reducing carbon pollution is critically important to the

protection of Americans’ health and the environment upon which our

economy and security depend.
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Responding to climate change is an imperative that presents both
an economic challenge and an economic opportunity. As President
Obama and Administrator McCarthy have underscored, both the
economy and the environment must provide for current and future
generations. We can and must embrace cutting carbon pollution as a
spark for business innovation, job creation, clean energy and broad
economic growth.

In June, President Obama issued a national Climate Action Plan,
which directs the EPA and other federal agencies to take steps to
mitigate the current and future damage caused by greenhouse gas
emissions and to prepare for the climate changes that have already
been set in motion. A key element of the plan is addressing carbon
pollution from new and existing power plants.

Power plants are the single largest source of carbon pollution in
the United States, accounting for about a third of U.S. emissions. In
March 2012, the EPA first proposed carbon pollution standards for
future power plants. After receiving over 2.7 million comments, we
determined to issue a new proposed rule based on this input and
updated information.

In September, the EPA announced its new proposal. The
proposed standards would establish the first uniform national limits on

carbon pollution from future power plants. They will not apply to
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existing power plants. The proposal sets separate national limits for
new natural gas-fired turbines and new coal-fired units. New large
natural gas-fired turbines would need to emit less than 1,000 pounds of
CO, per megawatt-hour, while new small natural gas-fired turbines
would need to emit less than 1,100 pounds of CO, per megawatt-hour.
New coal-fired units would need to emit less than 1,100 pounds of CO,
per megawatt-hour. Operators of these units could choose to have
additional flexibility by averaging their emissions over multiple years to
meet a somewhat tighter limit.

The standards reflect the demonstrated performance of efficient,
lower carbon technologies that are currently being constructed today.
They set the stage for continued public and private investment in
technologies like efficient natural gas and carbon capture and storage.
The proposal is currently available to the public and the formal public
comment period will begin when the rule is published in the Federal
Register. We look forward to robust engagement on the proposal and
will carefully consider the comments and input we receive as a final
rule is developed.

As noted, the proposed rule would apply only to future power
plants. For existing plants, we are engaged in outreach to a broad
group of stakeholders who can inform the development of proposed

guidelines, which we expect to issue in June of 2014. These guidelines
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will provide guidance to States, which have the primary role in
developing and implementing plans to address carbon pollution from
the existing plants in their states. We recognize that existing power
plants require a distinct approach, and this framework will allow us to
capitalize on state leadership and innovation while also accounting for
regional diversity and providing flexibility.

The EPA’s stakeholder outreach and public engagement in
preparation for this rulemaking is extensive and vigorous. We held
eleven public listening sessions around the country at EPA regional
offices and our headquarters in Washington, DC. We are convening or
participating in numerous meetings with a broad range of stakeholders
across the country. And all of this is happening well before we propose
any guidelines. When we issue proposed guidelines next June, the
more formal public process beins — including a public comment period
and an opportunity for a public hearing — which will provide yet further
opportunity for stakeholders and the general public to provide input.

* ke ok ok Kk

in addition to the proposed carbon pollution standards, { have
also been asked to provide testimony on the discussion draft that is the
subject of this hearing. Although the Administration does not currently
have a position on the draft, we do have serious concerns and ! will

offer a few points that | hope will assist the Committee in its
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deliberations. The draft bill would repeal the pending proposed carbon
poliution standards discussed above, delaying action and regulatory
certainty on future power plants. Further, it would require the EPA to
base any new carbon standards for future power plants solely on the
performance of specified numbers and types of existing power plants.
Such a requirement would stifle progress in reducing carbon pollution
by discouraging the adoption of innovative technology that is available
and effective today — and would limit further development of cutting-
edge clean energy technologies. Finally, the draft bill could indefinitely
delay cutting carbon pollution from existing power plants by prohibiting
EPA rules from taking effect until Congress passes legislation setting the
effective date of the rules. This, in turn, would prevent timely action on
the largest source of carbon pollution in the country, the power sector.
R

President Obama’s Climate Action Plan provides a roadmap for
federal action to meet the pressing challenge of a changing climate -
promoting clean energy solutions that capitalize on American
innovation and drive economic growth and providing a role for the fuil
range of fuels, including coal and natural gas. EPA’s proposed carbon
pollution standards for power plants are one important element of this
plan and we look forward to incorporating public and stakeholder input

in the development of the final standards.
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Thank you again for the opportunity to testify on this important

subject, and I look forward to answering your questions.
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Mr. WHITFIELD. Well, Ms. McCabe, thanks very much for being
here, as I said, and thanks for your testimony. We will now have
questions for you, and I will recognize myself for 5 minutes for the
first questions.

First of all, this legal term, adequately demonstrated, what is
your definition of adequately demonstrated?

Ms. McCABE. Well, thank you for the question, Mr. Chairman.
The EPA, in developing new source performance standards, which
we have done, many, many times under the Clean Air Act, does a
broad review of what technologies are available, feasible, in use,
and being developed. Indeed, that is one of the elements of Section
111 of the Clean Air Act, is that the new source performance stand-
ards, which apply to plants that are to be built in the future, are
to encourage new cutting edge and innovative technology. So we
look at the broad range of technologies that are out there. And, in
this case, we looked at the types of technologies that were being
used for the newest generation of clean power plants that are being
built, clean natural gas, and

Mr. WHITFIELD. But you

Ms. McCABE [continuing]. Coal technology.

Mr. WHITFIELD. But you think the projects that you all have
identified would adequately demonstrate that the technology is
available?

Ms. McCABE. That is what our proposal lays out.

Mr. WHITFIELD. Now, even though my recollection is the Federal
Government provided about $1.4 billion for those three projects,
that are all in enhanced oil recovery areas, and there are all cost
overruns on them, and none of them are completed. So how can you
issue a regulation that would dramatically change the possibility of
even building a plant on such speculative processes?

Ms. McCABE. Well, with respect, I wouldn’t refer to these as
speculative technologies. Carbon capture and sequestration has
been used in industrial applications for many years.

Mr. WHITFIELD. But is it commercially available?

Ms. McCABE. It is commercially available

Mr. WHITFIELD. Where.

Ms. McCABE [continuing]. And there are?

Mr. WHITFIELD. Where is the project, then?

Ms. McCABE. There are four projects underway. Two of them are
significantly——

Mr. WHITFIELD. Have they been completed?

Ms. McCABE. They are very close to completion, %4 of the
way

Mr. WHITFIELD. Do you know when they will be completed?

Ms. McCABE. My understanding is that the two that are under
construction now are expected to begin operation in 2014.

Mr. WHITFIELD. And where are they located?

Ms. McCABE. There is the Kemper plant——

Mr. WHITFIELD. And all of them have government money in-
volved in them. Well, we just have some fundamental disagree-
ments on this, and that is why we have hearings. And let me ask
you this question. I read repeatedly that the carbon dioxide emis-
sions in America are the lowest that they have been in 20 years,
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which I think speaks well of the Clean Air Act, speaks well of the
efforts that you all are making.

But, America, we don’t have to take a back seat to any country
in the world on the great progress that we have made in cleaning
up the environment. So if you were at a Rotary Club, and someone,
like, asked me the question the other day, why is it that in Amer-
ica, with the great success that we have had, and the lowest emis-
sions in 20 years, why are we unilaterally saying to ourself that
you can’t build a new coal plant in America?

Ms. McCABE. Well, we are not saying you can’t build a new coal
plant in America. We are, in fact, providing a path

Mr. WHITFIELD. Well, look, let me just say, natural gas prices are
very low, so no one is interested in building a plant right now. But
if they wanted to, people tell us they would not do it because they
cannot meet these requirements. And that is one of the funda-
mental differences that we have. Just like I mentioned, in Europe,
they are closing down 30 gigawatts of natural gas, and they are
going to coal. Why should we remove that option here in America?
We have a 250 year reserve of coal. It doesn’t mean that they are
going to be built immediately, but if the circumstances change, why
shouldn’t we be able to do that? Right now we would not be able
to do it.

Ms. McCABE. We agree absolutely that there needs to be a clear
path for coal. Coal is the largest source of energy in the country
now. We expect it to continue to be. There are four projects under-
way that are going forward that would use this technology. So coal
plants are moving forward.

Mr. WHITFIELD. Have you ever had meetings with the President?
I mean, have you ever heard him discuss when he made that com-
ment how I'll bankrupt the coal industry—have you ever had a dis-
cussion with him about that?

Ms. McCABE. I was not in discussions——

Mr. WHITFIELD. OK.

Ms. McCABE [continuing]. With the President about that.

Mr. WHITFIELD. You know, I will make one other comment. In
1965 coal, worldwide, provided 93 percent of the electricity. 2013,
coal provides 87 percent of the worldwide electricity. So it is quite
obvious that, while renewables are important, the base load is
going to have to be fossil fuels. Well, thank you very much, Ms.
McCabe. I look forward to continuing our discussion and working
with you on these issues.

At this time I recognize the gentleman from California, Mr.
McNerney.

Mr. McNERNEY. Thank you, Mr. Chairman.

Ms. McCabe, are there any coal-fired power plants in the U.S.
that don’t receive any sort of government money?

Ms. McCABE. Any coal plants in the country that don’t receive
any federal

Mr. MCNERNEY. Any——

Ms. McCABE [continuing]. Money?

Mr. MCNERNEY [continuing]. Kind of government money at all.
Are there any in the country?




25

Ms. McCABE. I don’t know that I know the answer to that ques-
tion. There are some coal plants that are receiving government
money, but I can’t speak for every coal plant in the country.

Mr. McNERNEY. Well, I would say that it is virtually impossible,
given what the legislation proposes, for coal-fired power plants to
use CCS equipment that aren’t receiving some sort of government
subsidy, so I think the bill makes it impossible for EPA to require
that in the future.

Ms. McCABE. What I will say is that the history has been that,
as new technologies are developed, they often receive government
subsidies, and that is an important role the government can play
in encouraging research and development of new technologies that
then become part of the mainstream.

Mr. McNERNEY. Well, thank you. The coal industry, and critics
of the EPA’s efforts to control carbon pollution from power plants
are saying that carbon capture and storage technology is not fea-
sible. We keep hearing that it isn’t ready, and won’t be for years,
but that is contrary to the evidence. The coal industry was saying
something very different just four years ago, back in 2009. When
the House passed an energy bill that would have set limits on car-
bon pollution and requiring CCS, the coal industry was running
ads about how CCS was the future of coal. Let me show you an
example. Here is a 2010 television ad from the Consol Energy, one
of the biggest coal companies in the country.

[Video shown.]

Mr. McNERNEY. In light of that ad, what do you think the outlet
for carbon capture and sequestration storage technology is?

Ms. McCABE. Based on the information that we reviewed and
have laid out in our proposal, it is clear that carbon capture se-
questration technology is available, is feasible. It has been used in
applications for many years. It is going forward with commercial
scale coal plants, so we see carbon capture and sequestration as
being a future technology that will be very much in use.

Mr. McNERNEY. So was that ad correct in saying that the indus-
try was using CCS technology four years ago?

Ms. McCABE. There have been industry applications of CCS for
many years.

Mr. McNERNEY. Well, is carbon capture and storage technology
going to be widely deployed in the United States in the absence of
a requirement to use it, or other strong policy driver?

Ms. McCABE. The history of development of technologies in the
power sector, and in many other industrial sectors, with the new
source performance standards, which put in place requirements
based on the clean and forward looking technologies that this coun-
try is so good at inventing, that those then allow those technologies
to become widespread, the cost to come down, and they become rou-
tine examples and standard equipment in the future.

Mr. McNERNEY. What is your response to the argument that we
should just wait for years, or even decades, before limiting the
amount of carbon pollution that power plants can emit?

Ms. McCABE. Well, as has already been stated by members of the
committee, including yourself, climate change is a serious health
threat to the citizens of this country, and, in fact, the world. And
to delay the steps that we can take reasonably now would increase
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the likelihood of significant health impacts, and would be failing to
do what we can do now to reduce carbon emissions.

Mr. McNERNEY. Well, thank you. If coal is going to have a long
term future, carbon pollution from those plants must be reduced
significantly, and carbon sequestration and storage is the only tech-
nology we have that can do that, is that right?

Ms. McCABE. Well, that is the key technology for coal-fired
power plants at this time, is carbon capture and sequestration.

Mr. McNERNEY. OK. Thank you, Mr. Chairman. I yield.

Mr. WHITFIELD. Thank you. At this time recognize the gentleman
from Louisiana, Mr. Scalise, for 5 minutes.

Mr. ScALISE. Thank you, Mr. Chairman. I appreciate you having
this hearing, and I appreciate Senator Manchin being here earlier,
as well as you, Ms. McCabe, coming here to testify. I think it is
very clear that the Obama administration has a war on coal, and
I think their objectives have been stated over the years, in terms
of what they are trying to achieve, and I think that is unachievable
goals that are designed to ultimately bankrupt the coal industry.
We are seeing it across so many states with job losses, but also
with increased energy costs. And, you know, when you talk about
the impact on low income families, these high energy costs hit low
income families the hardest.

And so, when the administration puts these policies in place,
they are having real consequences negatively not only on our econ-
omy, but on families. So when we bring legislation like this in a
bipartisan way, and, again, I commend the Chairman for bringing
this bill, but also the Senator as well, because it shows that there
is bipartisan interest in ending this war on coal and getting back
to an economy that can function using all of the available tools that
we have, including coal, that is very low cost and very effective.

So when Senator Manchin says that, under our bill, EPA will no
longer be able to impose unachievable standards, is there some-
thing about that that you disagree with? I mean, do you think you
all should be able to impose the unachievable standards you have
been imposing so far?

Ms. McCABE. The standards that we have proposed, and that are
out for public comment now, are achievable. They are based on
technologies that are available and feasible, based on experience in
the real world, and——

Mr. ScALISE. I don’t necessarily think they are in the real world.
You mentioned four examples you said that you all point to

Ms. McCABE. Yes.

Mr. SCALISE [continuing]. In terms of coal-fired power plants that
are adequately demonstrated. What are those four examples?

Ms. McCABE. The first is the Kemper plant, which is in Mis-
sissippi. It is about 75 percent complete. It is an IGCC plant.

Mr. ScALISE. I am familiar with that. We have had them testify.
What are the other three, if you can run through those real quick-
ly

Ms. McCABE. There is the Boundary Dam project in Saskatch-
ewan. That is a 110 megawatt plant, pulverized coal plant. It is 75
percent complete. It is designed to capture 90 percent.

Mr. ScALISE. All right. Next one?
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Ms. McCABE. The next one is the HECA plant in California,
which is also designed to capture 90 percent. That is an IGCC
plant as well. And the Texas Clean Energy Project, a 400 megawatt
plant, also designed to capture 90 percent of the carbon.

Mr. ScALISE. Well, first let me start with the Kemper plant. You
use the Kemper plant as one of your poster children for how CCS
works so well. It is adequately demonstrated. We had the Kemper
folks come and testify. Let me read you some of the statements. Be-
cause when you all introduced and announced your new coal-fired
power plant rules, the Southern Company, making that plant, said,
“Because the unique characteristics that make the project the right
choice for Mississippi cannot be consistently replicated on a na-
tional level, the Kemper County energy facility should not serve as
a primary basis for new emissions standards impacting all new
coal-fired plants.” The people building the plant are saying it is cre-
ating a lot of problems for them to build it this way, but it is saying
it surely should not be used as some kind of national model. And
yet you are sitting here saying you are using at as a national
model, but the people building it are saying it shouldn’t be used as
a national model. First of all, are you aware that they have said
that?

Ms. McCABE. Yes, I am.

Mr. ScALISE. Well, then why are you still using it as a national
model?

Ms. McCABE. Well, with respect, Congressman, there are three
other plants that are

Mr. ScALISE. Well, this was the first one you listed, so I am going
to start with this one. Kemper said, the other three I don’t think
have testified. Kemper has testified, and their testimony was they
shouldn’t be used as a national standard, and yet you are sitting
here, using it as a national standard, and you know that they said
they shouldn’t be used as a standard. So why are you still using
it?

Ms. McCABE. Well—

Mr. SCALISE. Scratch them off your list.

Ms. MCCABE [continuing]. We don’t base our rules on the
thoughts and comments of one company. We

Mr. ScALISE. Well, that was the first one you mentioned——

Ms. McCABE. Yes.

Mr. SCALISE [continuing]. And you said you are using real world
examples. And the first real world example that you used, they
have testified, saying that they shouldn’t even be used as a stand-
ard. So you are not living in the real world. You are using an ex-
ample where the people that you are citing have said they
shouldn’t be used as a national example because that doesn’t rep-
licate itself nationally. You should be talking about things that can
actually be replicated in the real world for these standards to exist.

Let me ask you this, because I know the Chairman brought this
up. You know, we have all heard the statement. I don’t know if you
have or not. The President, President Obama said, “So if somebody
wants to build a coal powered plant, they can. It is just that it will
bankrupt them.” Do you agree with the President’s statement that
he made, that they can build a plant, but it will bankrupt them if
they build it? Do you agree with that?
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Ms. McCABE. The

Mr. ScALISE. And is that what you all are trying to achieve with
these rules?

Ms. McCABE. No. The Clean Air

Mr. SCALISE. No?

Ms. McCABE [continuing]. Act, over its history, has regulated the
power sector, including coal-fired power plants, and claims that it
would shut the lights off and skyrocket power prices have been
made before, and have been demonstrated time and again not to
be true.

Mr. ScALISE. So the President’s claim is not true? Because the
President made that claim. Yield back

Mr. WHITFIELD. Gentleman’s time has expired. At this time I rec-
ognize the gentleman from Michigan, Mr. Dingell, for 5 minutes.

Mr. DINGELL. Mr. Chairman, I thank you for that, and I com-
mend you for this hearing. I want to make it clear that I agree
with my colleague, Mr. Whitfield, that we should do something to
provide clarity on how to regulate greenhouse gas emissions. How-
ever, the bill before us creates a peculiar and entirely new process
for regulations under the Clean Air Act. I am afraid that this bill
will take a long established and reasonable effective regulatory
process, turn it upside down, to the great detriment to all of those
in the industry, and who are seeking certainty.

Some questions for you, Ms. McCabe. First, I would like to have
you answer a question I asked Administrator McCarthy and Sec-
retary Moniz at a recent hearing on climate change. Do you see a
future for coal as a viable energy source in light of the impending
greenhouse regulations? Please answer yes or no.

Ms. MCCABE. Yes.

Mr. DINGELL. Now, this bill requires that no EPA rule applicable
to existing coal-fired power plants may become effective unless and
until the Congress acts to adopt a new law. Are you aware of any
precedent for such provision in the Clean Air Act? Answer yes or
no, if you would please?

Ms. McCABE. No.

Mr. DINGELL. Now, the traditional approach is that Congress
passes a law that directs a Federal agency to issue a regulation,
meeting specific criteria. Congress retains its control over the re-
sult by exercising good old fashioned oversight. If we do not ap-
prove of the results, and the agency is unresponsive to Congress’s
vigorous exercise of its proper oversight authority, Congress may
then pass a new law to provide further direction to the agency.
This bill would, as a practical matter, eliminate the delegation of
rulemaking authority to EPA, and set Congress up as a regulatory
agency.

Now, Ms. McCabe, by the way, do you agree with that statement,
that the bill would, as a practical matter, eliminate delegation,
rulemaking authority to the EPA?

Ms. MCCABE. Yes.

Mr. DINGELL. Now, Ms. McCabe, in your view, would the ap-
proach in this bill be effective and workable for regulating carbon
pollution from power plants, yes or no?

Ms. McCABE. No.
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Mr. DINGELL. Now, I tend to agree with you, since this bill pro-
poses to change how EPA regulates greenhouse gas emissions,
without amending the Clean Air Act itself. It seems that the only
ideas in this subcommittee of— brought up before us is to block
and indefinitely delay rules, and propose rules without providing
any alternative solutions on how to address the problem at hand.
Do you agree with that statement?

Ms. McCABE. Yes.

Mr. DINGELL. Now, since becoming Acting Administrator, have
you reached out to the stakeholders, including industry, and all dif-
ferent parts of the industry about components of the greenhouse
gas rule, new and existing sources? Please——

Ms. MCCABE. Yes, we

Mr. DINGELL [continuing]. Answer yes or no.

Ms. McCABE. Yes, we have.

Mr. DINGELL. Would you submit for the record, not at this time,
but just submit for the record what you have done? Now, I have
always believed that we should build a consensus to create support
for moving legislation forward. I once again offer to work with my
colleagues on both sides to develop legislation dealing with green-
house gas emissions that provides both clarity and certainty to in-
dustry and to regulators.

Sometimes things are done in a certain way for a reason. Some-
times history and experience have something to teach us. I would
urge my friends here to attend to these lessons, and what we have
learned from them, before leaping to the conclusion that a sim-
plistic change will make things better. All too often I find that the
radical approach proposed in the Congress of late will do nothing,
except create confusion and problems, and it is my fear that this
bill is one of such proposals that is going to cause us a lot of future
difficulties.

I thank you for recognizing me, Mr. Chairman. I yield you back
48 seconds.

Mr. WHITFIELD. Thank you so much. I wish you would yield me
that time to respond to you. At this time I recognize the gentleman
from Texas, Mr. Barton, for 5 minutes.

Mr. BARTON. Mr. Chairman, I would be happy to let——

Mr. WHITFIELD. OK.

Mr. BARTON [continuing]. Mr. Shimkus go

Mr. WHITFIELD. Mr. Shimkus of Illinois for 5 minutes.

Mr. SHIMKUS. I thank my friend, and it is very emotional, you
know, and this is really the livelihood in a lot of our districts, so
we have great concerns.

First of all, I hate to correct Mr. Dingell, or at least continue to
set the record straight, but the Clean Air Act that he was involved
with in the legislation, there were amendments offered to make
sure that carbon dioxide was not considered a criteria pollutant.
And it was only through a court case, and litigation, and then, I
would argue, a failed endangerment finding by the EPA that we
are even in this mess. So the process how we got here is not as
clear as the Chairman Emeritus tends to portray in how legislation
and regulation occurs.

The second point, to my friend in California, we do have power
plants that receive no government subsidies, coal-fired power
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plants. In fact, they pay local, State, Federal taxes. They have high
wages, they have great benefits, they have economic development
for rural America. So, if there is any thought that we have got coal-
fired power plants that are getting government subsidies, it is only
to try to implement a CCS standard, which brings me to the ques-
tion.

The four CCS power plant projects that we have been talking
about, and also in your EPA September 20 proposal, to support its
claim that CCS for coal plants is adequately demonstrated, each
are being built with hundreds of millions of dollars of government
funding. Are any commercial scale CCS power plant projects going
forward right now in the U.S. that aren’t receiving government
funding?

Ms. McCABE. The four that we have referred to are the four that
are going forward.

Mr. SHIMKUS. The question is, are there any commercial size—
and that deals with the ad too, because that is not commercial size.
Are there any commercial scale CCS power plant projects going for-
WaI")d right now in the U.S. that aren’t receiving government fund-
ing?

Ms. McCABE. Not that I am aware of, but the ones that are

Mr. SHIMKUS. No. You are correct. Does EPA believe it is appro-
priate to rely on government subsidized demonstration projects to
show that a technology is adequately demonstrated?

Ms. McCABE. With respect, Congressman, I would not call these
demonstration projects. These are commercial projects that are
going forward, as has often——

Mr. SHIMKUS. OK. So the question is, do you think that if it is
a government funded project, and then we are trying to see if it is
commercially viable, do you think government subsidizing a project
equates to commercially viable?

Ms. McCABE. I do think that these plants are commercially via-
ble. They intend to produce power and sell it.

Mr. SHIMKUS. But commercially viable also talks about the cost
and benefit, and the capital investment, and the risk assumed in
the cost for selling the commodity product. So, if the Federal Gov-
ernment is subsidizing that, how in the world can the Federal Gov-
ernment, an agency that is not in a market system, make believe
that they have the capitalistic model that says, with $100 million
plus of government subsidies, this is going to be a commercially
viable project? How do you do that? It would be more like the De-
partment of Commerce should probably have an evaluation than
you all on the commercial viability.

Ms. McCABE. As technology is developed, government subsidies
often help. This is not the only circumstance

Mr. SHIMKUS. Do you think that every coal-fired power plant will
need millions of dollars of government subsidies on carbon capture
and sequestration?

Ms. McCABE. I do not think so.

Mr. SHIMKUS. And what is the basis of that analysis?

Ms. McCABE. Experience, and information, and analysis from the
Department of Energy, and other agencies

Mr. SHIMKUS. The Kemper

Ms. McCABE [continuing]. Over time.
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Mr. SHIMKUS. The Kemper facility is how much millions of dol-
lars over budget?

Ms. McCABE. I don’t know.

Mr. SHIMKUS. It is about $2 billion over budget. And how long
has it been delayed because of this? You see our problem? Two
things. You are saying the technology is available. We are saying
it is not. We are running ads on demonstration projects that are
small scale, and we are talking about large scale power plants. I
have got a new power plant, 1,600 megawatts. To be able to cap-
ture carbon and put it in long term geological storage on small
scale, yes, we can do that in advanced oil recovery. We can’t do it
in large scale.

And the administration is gaming the system to say that, be-
cause we have government subsidized power plants at millions of
dollars, that it is commercially viable, is fraudulent, and it is very
disappointing.

I yield back my time.

Mr. WHITFIELD. At this time recognize the gentleman from Cali-
fornia, Mr. Waxman, for 5 minutes.

Mr. WAxMAN. Thank you, Mr. Chairman.

Since 1970, when President Nixon signed the Clean Air Act, we
have had a law that had several key features that have helped
make it one of the most successful environmental laws in the
world.

Science-based, health protective standards keep our eyes on the
prize, healthy air for everyone. Cooperative federalism allows EPA
to set the clean air goals, and then the states decide how best to
achieve them.

And the Clean Air Act uses regulatory standards to drive techno-
logical innovation in pollution controls, often called technology forc-
ing standards. The Act recognizes that it usually costs less to dump
pollution for free than to clean it up, so businesses generally don’t
control pollution absent regulatory requirements.

Ms. McCabe, could you give us some examples of how Clean Air
Act standards have driven air pollution control technologies?

Ms. McCABE. Certainly, Mr. Waxman. There are a couple of very
appropriate examples that affect the power sector particularly. The
first is the use of scrubbers. So when the new source performance
standards, which is the same rule we are talking about here, were
developed to require the use of scrubbers, they were not in wide-
spread use. There were only a couple, in fact, out there, and since
that time they have now become mainstream standard equipment
on any new power plants.

Mr. WAXMAN. And those scrubbers have gotten better, haven’t
they?

Ms. McCABE. They have gotten better. They have gotten——

Mr. WAXMAN. And cheaper?

Ms. McCABE. And they have gotten cheaper, and they have
brought improved public health to millions of American by reducing
SO, substantially.

Mr. WAXMAN. So we know, from decades of experience, that the
Clean Air Act drives innovations in pollution control. As you men-
tioned, scrubbers, but I know that there are others we could talk
about
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Ms. MCCABE. Yes.

Mr. WAXMAN [continuing]. As well. It drives innovation in pollu-
tion controls, that then become the industry standard.

There is something else we have learned over the past 40 years.
Almost every time EPA proposes a significant new requirement, in-
dustry tells us it can’t be done. And I have been around all of these
decades, and I have heard it over and over again. It will cost too
much, it will destroy our economy, it will turn off the lights.

I am not going to show you, but I am going to tell you about an
ad that the American Electric Power System ran in 1974, the year
I was elected, opposing requirements for scrubbers to clean up sul-
fur dioxide. And it describes scrubbers as monstrous contraptions
that clog the works and cause prolonged shutdowns, and would
produce “a disposal nightmare.” Is that what happened?

Ms. McCABE. Not at all.

Mr. WAXMAN. The EPA proposed a requirement that we have
these scrubbers, and you just mentioned it. They are now ubiq-
uitous. They are the standard. They are cheaper, they are more ef-
fective. What did industry say when EPA proposed to require selec-
tive catalytic reduction to clean up nitrogen oxides, or activated
carbon injection to control mercury, and how did those statements
compare with what actually happened?

Ms. McCABE. Those are similar examples, where there were
widespread concerns that it was going to be very detrimental to the
coal industry, and that has turned out not to be the case. In fact,
industry has found cheaper and very reliable ways to control those
pollutants.

Mr. WAXMAN. So once an air pollution standard is in place,
American industry gets to work and meets it. And along the way
we develop more effective and less expensive pollution control tech-
nologies. Not only is our air cleaner, but we export tens of billions
of dollars of pollution control equipment all over the world. We
have seen that happen over and over again.

But the Whitfield bill would eliminate EPA’s ability to drive pol-
lution control technology, rejecting an approach that has been suc-
cessful for over 4 decades.

If this bill had been in effect in 1971, EPA could not have issued
standards based on scrubber technology. Only two power plants, as
you mentioned, had operating scrubbers at the time the 1971 rule
was finalized. And if this bill were adopted now, EPA likely could
never set a standard based on carbon capture and sequestration.

This bill is a radical rewrite of the Clean Air Act that would
block any real reductions in carbon pollution from coal plants, and
it ignores 40 years of experience.

I want to point out a couple things. There aren’t criteria pollut-
ants spelled out in the Clean Air Act, but the Clean Air Act re-
quires EPA to deal with other pollutants as well, and that is not
just this one, carbon, but others that are already being regulated.
And to say that there is no subsidy for a power plant that spews
pollution, and hurts the public health, and causes a great deal of
damage, like we are seeing with climate change, that is a subsidy,
because they don’t have to pay for controlling their pollution, we
all have to pay, in more harm to the climate, more harm to the
planet, and more harm to our environment.
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Thank you, Mr. Chairman.

Mr. WHITFIELD. Thank you. At this time recognize the gentleman
from Texas, Mr. Barton, for 5

Mr. BARTON. Thank you, Mr. Chairman, and I don’t think it is
news to the committee, but I am a co-sponsor of your legislation,
and I hope we will move to——

Mr. WHITFIELD. Thank you very much.

Mr. BARTON [continuing]. Move towards a hearing, and hopefully
a markup.

We are glad to have you. We are always glad to have our friends
from EPA. Could you tell the subcommittee, to the best of your
knowledge, are CO, emissions in the United States up or down?

Ms. McCABE. Well, that is a relative question, Congressman.
CO; emissions are significant from——

Mr. BARTON. I didn’t ask the significance of them. I said are they
going up or are they going down.

Ms. McCABE. It depends on where you start. So they have
been——

Mr. BARTON. Well, let us start from——

Ms. McCABE [continuing]. Going——

Mr. BARTON [continuing]. Five years ago.

Ms. McCABE. They have been going up significantly over time.
In the most recent years there has been a reduction in

Mr. BARTON. So they are going down?

Ms. McCABE. There has been a recent reduction, but over time
carbon emissions

Mr. BARTON. They are going down?

Ms. McCABE [continuing]. Are significant.

Mr. BARTON. You know that, and I know that. Which country is
number one right now in CO, emissions, the United States, or
China?

Ms. McCABE. I believe it is China.

Mr. BARTON. You believe correctly. Could you tell me what the
cost is per megawatt to build a new coal-fired plant under existing
regulations, as compared to a combined cycle natural gas plant?
Which is most cost effective right now, under current regulations?

Ms. McCABE. I am sorry, I want to make sure I understand your
question. I am comparing a

Mr. BARTON. A state of the art——

Ms. MCCABE. Yes.

Mr. BARTON [continuing]. Natural gas fired power plant that is
being built today, compared to a coal-fired power plant that could
be built today under existing regulations. Which is the most cost
effective per megawatt of output?

Ms. McCABE. I believe, Congressman, and if I need to supple-
ment, I certainly will, but, given the fuel prices today, the industry
is building natural gas fired plants because they are

Mr. BARTON. They are more cost effective?

Ms. McCABE [continuing]. More cost effective.

Mr. BARTON. Yes. You get more output, less input, and the CO-
emissions are approximately half that of a coal-fired plant. Could
you tell today what the cost of construction of a coal-fired power
plant is today? Do you know that number?

Ms. McCABE. I don’t know that number, Congressman.
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Mr. BARTON. Do you know what percent of the cost of a coal-fired
power plant is directed towards emission control?

Ms. McCABE. I don’t have that number with me.

Mr. BARTON. It is approximately %5. Two-thirds of the cost of a
new coal-fired power plant is for emission control, i.e. it is not for
efficiency, it is not for power generation. It is simply to control
emissions as a consequence of burning coal.

If we were to implement the proposed regulations, that would re-
quire carbon capture and sequestration, do you know what percent-
age of the total cost those emissions control would be?

Ms. McCABE. I don’t have that number. There——

Mr. BARTON. Would you agree with me that you are basically
going to spend approximately three times the cost of the power
plant itself to control the emissions, and capture and sequester the
carbon?

Ms. McCABE. I don’t know that to be the case, Congressman.

Mr. BARTON. OK. Could you get us the numbers and provide——

Ms. McCABE. Absolutely.

Mr. BARTON. I may be off, but I am not off orders of magnitude.
I mean, I may be off a little bit, but if the country adopts these
proposed regulations, if you want to build, you know, anybody that
would be crazy enough to try to build a coal-fired power plant, you
would basically be paying three to four times, for the emission con-
trol, what you are paying to generate the power.

Ms. McCABE. What I can say, Congressman, is, based on the eco-
nomic analysis that is laid out in our proposed rule, the cost of
building a coal-fired power plant under the proposed standards is
in line with other non-natural gas power generation. Biomass, nu-
clear, and such.

Mr. BARTON. Well, since they are non-competitive, that might be
a true statement, yes. Finally, my time is expired, could you give
the committee a summary of all CO, poisoning incidents in the last
5 years here in the United States? It is going to be a short piece
of paper.

Ms. McCABE. Yes. We are concerned about carbon because of its
effects in the atmosphere and on the climate, which are well dem-
onstrated.

Mr. BARTON. So you accept that nobody has been poisoned as a
result of inhalation or exposure to CO; in the United States ever?

Ms. McCABE. CO; does not work in that way, but it creates dam-
age to public health without doubt.

Mr. BARTON. That is a debatable proposition.

Mr. WHITFIELD. Gentleman’s time has expired. At this time I will
recognize the gentleman from Kentucky, Mr. Yarmuth. Now, I
think, at our last subcommittee hearing, we recognized that he was
a new member of the Energy and Commerce Committee, and Mr.
McNerney and I were talking, and he said, I don’t think we intro-
duced him, and I thought we did. But, Mr. McNerney, would you
like to make some comments?

Mr. McNERNEY. Well, no, I appreciate that opportunity. Mr.
Yarmuth is a close friend of mine from Kentucky, so he is well con-
nected to these issues. But, coming from a journalistic background,
he has a lot of insight into how to proceed, and question witnesses,
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so I really think he is going to be a tremendous addition to our
committee and our subcommittee. Thank you.

Mr. WHITFIELD. Yes. And since Mr. Tonko actually was here be-
fore Mr. Yarmuth, you all now know Mr. Yarmuth, but we are
going to recognize Mr. Tonko of New York for 5 minutes.

Mr. TonKO. Thank you, Mr. Chair. Sorry, Mr. Yarmuth. OK.

Administrator McCabe, welcome. The motivation for this legisla-
tion and the direction of the questions today suggest there is con-
siderable skepticism about carbon capture and sequestration tech-
nologies. I strongly support moving forward to address carbon pol-
lution, and I do not believe we can leave the utilities sector out of
that effort. While I believe carbon capture technologies are tech-
nically feasible, I am not as confident about our ability to sequester
the carbon dioxide, that is, capture. We may need to build new
plants in areas that are not close to a storage reservoir. In light
of that, I have a few questions.

Other than using the captured carbon dioxide for enhanced oil
recovery, are there other options for sequestering carbon that are
being considered?

Ms. McCABE. Well, we know that it is possible to sequester car-
bon, even not for enhanced oil recovery. The EPA has regulations
in effect now that provide guidance for people on how to do that,
so it is doable.

Mr. Tonko. OK, thank you. And are there any opportunities
being explored to use biomass as the final sequestration reservoir
for carbon?

Ms. McCABE. I don’t know, Congressman, but we would happily
follow up on that question.

Mr. ToNKO. Thank you. Is there any opportunity for gaining fur-
ther efficiencies in operation of a new coal-fired utility, or inte-
grating renewable generation, or CHP, for that matter, with coal-
fired generation that would enable a facility to meet the standard
without having to capture and sequester all the carbon dioxide that
is generated?

Ms. McCaBE. Well, I should clarify that the proposed rule does
not require that all the carbon be captured. It is based on a partial
carbon capture, about 30 to 50 percent, and this is all laid out in
our proposal, is the point at which meaningful reductions of carbon
can occur at a reasonable cost. There are other technologies and
approaches that the power sector can use to reduce carbon, and you
have named some of them.

Mr. ToNKO. And that integration, you think, is feasible with
other generation, or CHP?

Ms. McCABE. I believe so.

Mr. ToNKO. It seems to me we are focusing too much on what
cannot be done, and not investing sufficient research dollars in
solving the problems. Are we investing enough in research?

Ms. McCABE. Hard for me to answer that, Congressman. I think
that there is a lot of work being done to explore a variety of ways
to produce power in a clean way. In addition, there are many com-
panies that are on the forward edge of their industry, trying to find
ways to reduce harmful pollution, including carbon. And there is
government interest, and academic interest, in helping to further
those technologies.
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Mr. ToNKO. Well, it is a trillion dollar industry, and a couple bil-
lions of research just may not cut it. I would also observe that we
rarely have a technology ready to go to solve a problem if there is
no certain market for that technology. Is it the administration’s
view that regulatory certainty will move technology development
forward more rapidly?

Ms. McCABE. That has been the history of the Clean Air Act, in
developing standards for new plants of any sort, all sorts of indus-
tries, that putting those regulations in place provides a path for the
industry, and those technologies then become standard.

Mr. TonkO. Well, I assume EPA is working closely with DOE on
this effort. And, while DOE is not here today, I hope we will have
an opportunity to hear from that agency on this topic also.

And, finally, I would ask, in terms of the instant legislation that
we are reviewing here today, does that move us closer toward re-
search at a time when we need that research? It seems to me it
is pulling us away from research. It is not focusing on the element
of that research.

Ms. McCABE. Well, the bill, as I understand it, we are taking a
different approach to determining how to set a standard for future
power plants that would not provide the path for innovation, and
moving new technologies into the market.

Mr. ToNkO. Well, it seems we are in a phase of activity here
where R&D is absolutely a compelling factor in order for us to
transition, transform, an arena that is essential to the growth of
this country, and its economy, so I thank you for your responses
today, and it is great to have the agency represented here.

Ms. McCABE. Thank you.

Mr. ToNKo. I yield back, Mr. Chair.

Mr. WHITFIELD. Gentleman yields back. At this time recognize
the gentleman from Nebraska, Mr. Terry for 5 minutes.

Mr. TERRY. Thank you, Mr. Chairman, and appreciate you being
here.

I want to follow up on a white paper that was signed by 17 Attor-
ney Generals, including ours from Nebraska. The white paper was
sent to the EPA, as I said, by 17 Attorney Generals, and it states
that, “The elimination of coal as a fuel for new electric generation
would have highly concerning implications for electricity prices,
and for the economy, and job creation in general, as well as the
competitiveness of American manufacturing.” I happen to agree
with the Attorney Generals’ statement on this, particularly in Ne-
braska, where we are a coal heavy reliant state, and very close to
the Powder River Basin. So it allows us to have very affordable and
reliable electricity generation in our state.

So I want to know, does the EPA maintain that it has legal au-
thority to eliminate coal as a fuel for new electric generation?

Ms. McCABE. The proposed rule would not eliminate coal for new
electric generation. In fact, just the opposite. The proposal would
provide a clear regulatory path that coal plants could follow.

Mr. TERRY. Now, I understand that answer, and some would say
that the regulatory issues would, in essence, prevent, the way that
they will be expected to be written and implemented would make
it very difficult and expensive to use coal.
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Now, the Attorney Generals also raise concerns that the EPA
will not properly defer to the states in establishing or imple-
menting standards for existing power plants, and that, under the
guise of “flexibility”, the EPA will require existing plants to operate
less, or shut down. Can you provide assurances to the Attorney
Generals that in its GHG regulation of existing plants, EPA will
note force the retirement or reduction of operation of still viable
coal-fired plants?

Ms. McCABE. So, Congressman, now you are shifting to the exist-
ing:

Mr. TERRY. The new one

Ms. McCABE [continuing]. Power plant——

Mr. TERRY. Yes, exactly.

Ms. McCABE [continuing]. Proposal, which, of course, is not at a
proposal stage yet. It is at the very early stages of discussion. And
the Clean Air Act provision for existing facilities operates in a very
different way from the provision for setting new source perform-
ance standards. It does require the EPA to set guidelines, and then
relies on the states to develop plans to achieve those guidelines in
their states. This is the very successful and fundamental provision
that underlies the Clean Air Act of the federal/state partnership
when it comes to, especially, existing sources, that states are in the
best position to figure out how best to comply with environmental
targets.

So those are the discussions we are having now, and will be hav-
ing. And the ultimate outcome, and what is expected of the existing
fleet, will be very different from what is expected in a new source
performance standard. And, as Administrator McCarthy has said,
there is no expectation that carbon capture and sequestration
would be a technology that would be appropriate for existing
plants.

Mr. TERRY. OK. But, in discussions from some of our more rural
coal-fired plant operations, they fear that the standards for reduc-
tion of CO», that will be extremely costly to meet, and, therefore,
their only options, that is the quotations around flexibility, is to re-
duce their operations. Now, are you receiving feedback from states
like Nebraska, where we do have older coal-fired plants that are
going to be significantly impacted by this rule?

Ms. McCABE. We are having lots of discussions with states all
around the country, including Nebraska and others, and we are
discussing the differences between the new sources standard and
the existing standards. And it is not our expectation that the exist-
ing standards, which, of course, will go through robust public com-
ment period as well, will require the——

Mr. TERRY. So, for example, who would you be communicating
with, or receiving input, at this early stage, from Nebraska? Is it
from the power plants? Is it operators, the companies?

Ms. McCABE. Through our Region XVII office, there have been
discussions both with state officials, and I believe also the power
sector representatives, as well as other stakeholders.

Mr. TERRY. OK. Thank you.

Mr. WHITFIELD. Gentleman’s time has expired. At this time rec-
ognize the gentlelady from California, Ms. Capps, for 5 minutes.
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Mrs. CAPPS. Thank you, Mr. Chairman. And welcome, and thank
you for your testimony, Administrator McCabe.

We have heard from my friends across the aisle, and from Sen-
ator Manchin, about the cost of implementing carbon emission
standards, but we have not heard anything yet from them about
the much higher costs that we are already paying for due to cli-
mate change. We are seeing more extreme storms, coastal erosion,
and droughts across this country, not to mention the broader im-
pacts of things like ocean acidification, and the increased public
health risks. Ms. McCabe, will you elaborate a bit on this, please?
What are some of the costs we are already paying for because of
these unchecked emissions, and what are some that we will be pay-
ing for down the road if we don’t take action now?

Ms. McCABE. Thank you for your question. As you noted, there
are significant impacts already being felt across the country, and
indeed across the globe, as a result of the changing climate. You
mentioned some of them. In this country we have seen increased
wildfires, in both frequency and severity, that cost, in terms of
property damage, in danger to human health, and indeed some-
times to human life. In addition, storms like Hurricane Sandy are
tremendously costly, devastating to those communities——

Mrs. CAPPS. Yes.

Ms. McCABE [continuing]. In terms of the property damage, the
health impacts, which last far beyond the actual events——

Mrs. CAPPS. Absolutely.

Ms. McCABE [continuing]. Of the storm.

Mrs. CapPPs. Thank you. I will move on, because——

Ms. MCCABE. Sure.

Mrs. CAPPS [continuing]. I know you could go on and on on that
topic. Given that power plants are the number one source of carbon
pollution, do you see any way to reduce these costs, the kind that
you were talking about, without first reducing carbon emissions?

Ms. McCABE. Carbon emissions need to be reduced.

Mrs. CapPps. Yes. Now, we all know the cost and viability of car-
bon capture sequestration technology has been at the core of this
debate. But, again, my friends across the aisle have been focusing
on the cost, but at the same time ignoring the benefits of using this
technology. Whether it is jobs developing better CCS systems, jobs
installing the systems, or jobs in related industries that purchase
the captured CO», which is a whole other industry, there are some
benefits to CCS that should not be ignored, right? Now, Ms.
McCabe, did EPA compare the costs and benefits of implementing
CCS in its analysis? If so, can you briefly discuss those findings?

Ms. McCABE. In our proposal we have an economic analysis that
lays out all these issues, and looks at the expected costs of the
technologies for gas and coal plants, so all that information is laid
out.

Mrs. Capps. Thank you. And that is something that is available
to the public

Ms. McCABE. Absolutely.

Mrs. CAPPS [continuing]. So that we can see that there is a pay-
off in economic development for doing this.

And a final question. We hear frequently that power companies
would be eagerly building new coal plants, if only it weren’t for the
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uncertainty created by EPA and these carbon emission regulations.
Setting aside the fact that cheap natural gas has really been the
primary reason behind the recent decline in coal, which I did hear
mentioned in this hearing, I do want to focus on this uncertainty
issue. To me, if there is one thing for certain in this debate, it is
that carbon emissions must, and will be, regulated, it is just a mat-
ter of how and when. I mean, we regulate everything in energy
generation, don’t we?

EPA’s authority to regulate carbon emissions from power plants
has been upheld twice by the United States Supreme Court, and
President Obama has made it very clear that these power plant
rules are a top priority for his administration. I see this discussion
draft, and other efforts to derail the emission standards, as simply
delaying the inevitable. So I want to ask if you think this proposed
legislation would decrease or increase uncertainty regarding the
regulation of carbon emissions. Industry tells me all the time that
what they want is certainty. So I would like to have your com-
ments on this.

Ms. McCaBE. I hear that also, Congresswoman. I have heard
that over the years from industry, that they want regulatory cer-
tainty so that they can plan their investments, and know what
they should be building. And this proposal that we are going for-
ward with would provide that, as opposed to a delay and fur-
ther

Mrs. CAPPS. Right.

Ms. McCABE [continuing]. Uncertainty.

Mrs. CAPPS. And don’t you feel that the industries do recognize
that they will be facing, if not sooner, later, some more regulation
as they develop newer and newer technologies?

Ms. McCABE. That is what we have heard from many industries.

Mrs. CAPPS. Thank you very much for your testimony.

Mr. WHITFIELD. Gentlelady’s time has expired. At this time rec-
ognize the gentleman from Ohio, Mr. Latta, for 5 minutes.

Mr. LATTA. Thank you, Mr. Chairman, and thank you, Adminis-
trator, for being with us today. Really appreciate your testimony
today. And, just to give you a little background about my neck of
the woods, Ohio gets 78 percent of its overall electricity comes from
coal-fired plants. And up in my area of Northwest Ohio it is even
greater than that. According to the national manufacturers, I have
60,000 manufacturing jobs in my district, which is the third largest
number of manufacturing jobs on this committee. I also represent
the largest number of farmers, so what it really comes down to that
you are hearing is that we need energy, and we need very competi-
tive energy to be able to compete. And we are able to compete out
there as long as we can have those things happening. But if all of
a sudden our energy costs start going up we are in trouble.

And also I am blessed because, not only do I have your tradi-
tional large energy companies that are in my state, and across my
district, but I also have electric co-ops, which I also have the larg-
est number in the State of Ohio in a congressional district, and I
also represent a large number of municipal utilities. And I also go
through a lot of businesses, and I have gone through over 400-plus
businesses over about a 14-month period. And the number one
thing I have always heard from everybody out there, it is on regu-
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latory issues is the number one concern, but it is also about the
EPA. And when we are talking about the EPA, I have never heard
any business out there ever tell me that they are not for clean air,
or for clean water. But they are very concerned, because one of the
issues, again, that concerns them is that they have got to be able
to be competitive.

And when I look at the proposed bill, especially in section three,
one of the issues that it comes down to, what you would be looking
at, they have to study the economic impacts of such rural guide-
lines that affect the potential economic growth, competitiveness,
and jobs on the electric ratepayers out there. So, again, that is
what concerns the people in my district, and, really on the manu-
facturing side. And if I could just ask a few questions, real quickly?

The first is when you are talking about the EPA conducting lis-
tening sessions, willing to plan regulations for existing power
plants, the EPA has really avoided states like Ohio that, again,
rely heavily on coal-fired generation. Can the EPA provide any as-
surance that it will defer to states to set the standards of perform-
ance for existing electric generating units in their states?

Ms. McCABE. What I can tell you, Congressman, is that the way
that this section of the Clean Air Act works is that EPA establishes
guidelines, and then the states develop plans to implement them.
And that is a familiar approach in the Clean Air Act. Very much
our intent is to work with states so that they have the flexibility
to do that. And that is what a lot of these initial interactions we
are having with the states are all about, is to make sure that we
know what is going on currently in the states, what they are look-
ing forward to in their own energy policy, so that we can make sure
that we design a guideline that can accommodate that kind of flexi-
bility.

Mr. LaTTA. Well, it is very, very important that that happens, be-
cause, again, if you don’t hear what is happening in these busi-
nesses out there, we are not going to have those folks out there
that are going to be able to provide these jobs. And also, can the
EPA provide the assurance for the ratepayers in these states that
the e‘}ectricity rates will not go up as a result of the EPA regula-
tions?

Ms. McCABE. We have seen over time that pollution control tech-
nology has been able to advance in this country in the power sector
while keeping energy costs low, and that is a very important con-
sideration for the administration as we move——

Mr. LATTA. Well, and again, because I am out talking to these
businesses every week, and again, their number one issue is we
have got to stay competitive. We don’t want to see these jobs going
someplace else, because they want to make sure that they have
jobs for their community.

And also, again, because when you look how unique, like Ohio is,
in the Midwest, and Indiana right next door, and I represent a dis-
trict that runs right down the Indiana line. When you look how
much energy they get from coal in Indiana, will the EPA thor-
oughly look at the regional and local electricity rate impacts on
these regulations?

Ms. McCABE. We will look at those sorts of things, and we recog-
nize that different states are in different positions. They have dif-
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ferent energy mixes, different fuels, different energy needs. And all
of that can be looked at in the development of a state specific plan.

Mr. LATTA. And finally, some of the discussion was occurring, es-
pecially with Mr. Barton earlier. Could you provide the committee
with a list of the facilities that were using scrubbers when the
s;clandard was implemented and made final in the late 1970s on
the——

Ms. McCABE. Sure.

Mr. LATTA [continuing]. Clean Air—we get a list of those compa-
nies, we would appreciate that.

Ms. McCABE. We will follow up with that.

Mr. LATTA. OK. Thank you very much. Mr. Chairman, see my
time has expired, and I yield back.

Mr. WHITFIELD. Gentleman yields back. At this time I will recog-
nize the gentleman from Kentucky, Mr. Yarmuth, for 5 minutes.

Mr. YARMUTH. I thank you, Mr. Chairman. I appreciate the wel-
come, again, and thank you, Mr. McNerney, for your kind com-
ments. Ms. McCabe, welcome.

There was discussion earlier about whether Congress intended
originally in the Clean Air Act to regulate carbon emissions, and
the comment made that a court basically ruled that it did. Regard-
less of how we came to this point, the state of the law is that not
only does EPA have the authority to regulate carbon emissions, it
has ?the requirement to regulate carbon emissions, isn’t that cor-
rect?

Ms. McCABE. That is correct.

Mr. YARMUTH. And this bill, if I am correct, does not change that
requirement in any way. I mean, even if this bill were to pass, you
still have to regulate carbon emissions?

Ms. McCABE. As I understand it.

Mr. YARMUTH. So what this bill basically does is just eliminate
one of the tools that you might have to regulate carbon emissions
to meet the requirement that you have under the law?

Ms. McCABE. It would significantly change the traditional ap-
proach that we have taken

Mr. YARMUTH. Right.

Ms. McCABE [continuing]. Under the Act.

Mr. YARMUTH. And we know there was another approach to
doing this, and Mr. Waxman mentioned it in his testimony. And I
want to go back to 2009 for a minute, because, when we were de-
bating Waxman-Markey at that time, this was a very hard issue
for me and the other members for the delegation from Kentucky.
So we, at least we Democrats, then Ben Chandler and I, and Baron
Hill from Indiana, and others, worked with Representative Boucher
of Virginia to kind of construct a methodology that would have
minimal impact, or the least negative impact on Kentucky, which
generates about 92 percent of its power through coal, and same in
my district in Louisville.

And after we had done that work, and came up with a final prod-
uct, before I cast my vote, I talked to all of the big users of energy
in my district. I talked to General Electric, which has a big manu-
facturing plant, Ford Motor, which has two plants. I talked to UPS,
where we have the air hub. I talked to the metro government. I
talked to University of Louisville, the public school system. Every
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one of those large users of energy said they were either for or neu-
tral on the bill. They didn’t think any of them, none of them, that
it would impact them negatively. And then I talked to the utility
company, which powers virtually everybody in my district, and
they said they thought the impact on residential customers after 10
years would be $15 a month additional cost if they did absolutely
nothing. Didn’t insulate, didn’t change light bulbs, didn’t make any
changes on the thermostat.

So, at that point, we were faced with the option of saying, all
right, this looks like it can work. It can actually deal with carbon
emissions in a way that doesn’t impact states that are heavily de-
pendent on coal generated power. The option is to turn it back to
EPA to issue guidelines which may or may not be particularly sen-
sitive to a state like Kentucky, or a state like Indiana, or a state
like Ohio. And I thought that was a good vote. And even though
House Republicans opposed it, we did pass it in the House. It died
in the Senate.

So my question is, would that kind of methodology still be an ef-
fective way to deal with carbon emissions, and if we had enacted
Waxman-Markey in 2009, would we be here today?

Ms. McCABE. Well, the President has indicated, over a number
of years, that legislation would be an appropriate way to deal with
the situation. But that is not where we are today, and so we are
using the tried and true mechanisms of the Clean Air Act to
achieve the carbon reductions that are necessary.

Mr. YARMUTH. All right. And, to your knowledge, has there been
any proposal made by anybody in the majority party to deal with
carbon emissions in any way?

Ms. McCABE. I don’t want to speak for everybody, but I am not
aware of any.

Mr. YARMUTH. Right. Well, thank you very much for your testi-
mony and your work. I yield back, Mr. Chairman.

Mr. WHITFIELD. Gentleman yields back. At this time recognize
the gentleman from Texas, Mr. Olson, for 5——

Mr. OLsON. I thank the Chair. Again, welcome, Administrator
McCabe.

This is not news, but America is on course to resume its role as
the world’s energy powerhouse in the 21st century. There is no bet-
ter example of that than the port of Corpus Christi in my home
state. A few months ago, for the first time ever, they exported more
oil than they imported. Making this opportunity a reality requires
common sense rules and no overregulation. Your new power plant
rule will require carbon capture and sequestration. The CCS pilot
projects are all near oil country. Captured carbon is sold, captured,
pumped down, and used to jump start old wells. EOR is critical to
viable CCS, and you recognize that. A quote from your new plant
rules impact analysis, “The opportunity to sell the captured CO- for
EOR, rather than paying directly for its long term storage, strongly
improves the overall economics.” So let us discuss EOR.

Coal is critical for power supply in the Eastern part of our coun-
try. Do you know how many states east of the Mississippi have a
single CO> pipeline? Any idea what number?

Ms. McCABE. No, I don’t know.
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Mr. OLSON. The answer is two. There is one in Mississippi, and
a small one on the Michigan/Canadian border. The one in Mis-
sissippi is linked to the Hastings field in my district. It is run by
a company called Denbury. I visited their operations a few months
ago. They spent $2 billion on developments for the Hastings field.
But they also own the Jackson Dome area in Mississippi, which
naturally produces CO,. There is a power plant in my district as
well that captures CO; emissions from coal-fired power plants, and
uses them for EOR operations right there, over an existing oil field.

Ms. McCABE. Yes.

Mr. OLsON. My point is that CCS EOR will only work because
of geography and luck. My question is, if a utility decides to build
a coal plant, they want, to use a quote from your impact analysis,
“to strongly improve the overall economics of CCS. That means
they will need a new pipeline.” Is it reasonable to expect utilities
to successfully site, permit, finance, and build an entire new net-
work of CO; pipelines? Is that even possible for more than a few
test plants?

Ms. McCABE. Well, as you have noted, EOR is a very important
use of captured CO;, does help with the economics of a plant, but
that is not to say that carbon storage is not feasible in other places,
and we expect those types of projects to develop and be viable as
coal plants of the future are built.

Mr. OLSON. But right now they are not viable without EOR, and
that is my point. We have to have some mechanism to get this car-
bon dioxide to these power plants. Except for special circumstances,
geography, with the guise of the Denbury people owning a natu-
rally producing CO; structure.

My final question is about reliability. And EPA says that the new
plant rule won’t impact electric liability. However, the EPA says
one benefit is that, and this is a quote, “the proposed rule will also
serve as a necessary predicate for the regulation of existing
sources.” We don’t know exactly what the new existing plant rule
will look like, but if past actions of the Obama administration re-
flect the future, there will be new burdens put upon coal. My home
state is in desperate need of more power, and reliability is one of
my top concerns. Can you guarantee that a carbon dioxide rule on
existing coal plants will put grid reliability first?

Ms. McCABE. You are asking about the existing rule?

Mr. OLsON. The existing rule, any rule.

Ms. McCABE. For existing power plants?

Mr. OLSON. Yes, ma’am.

Ms. McCABE. Yes. I can assure you, Congressman, that in look-
ing at what the guidelines would be for existing power plants, we
would have grid reliability, cost, and those considerations very
much in our minds as we go forward. And as I have noted, the im-
plementation of those guidelines is something that the states will
be involved with, and it will be very much on their minds as well.

Mr. OLSON. But first, number one, everything else below? I
mean, because it is important, ma’am. We have to have power to
keep going.

Ms. McCABE. It is absolutely important, and we don’t disagree.

Mr. OLsoN. OK. Yield back the balance of my time.
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Mr. WHITFIELD. Gentleman’s time has expired. At this time I rec-
ognize the gentleman from Virginia, Mr. Griffith, for 5 minutes.

Mr. GrRIFFITH. Thank you, Mr. Chairman. I would have to say
that many of the things my colleagues have said I agree with, and
I do have many concerns, particularly in light of the fact that did
hear earlier from the folks who run the Mississippi plant that that
is not a practical plan anywhere else, and it cost them a billion dol-
lars more than they thought it was, and only works because they
are right next to the fuel source, which is not your typical coal in
the United States.

Switching gears, as established in statute and practice, the term
stationary source has a specific meaning under Section 111 of the
Clean Air Act. Is the EPA considering or planning to redefine what
stationary source means for the purposes of its pending rulemaking
activity on existing electric generating units? And here is my con-
cern. There are some who would believe, or have us think, that it
ought to be the whole state. So if I have got a plant, which we do,
that was just opened last year in my end of Virginia, and it is
doing fine, but the rest of the state isn’t, instead of looking at each
individual plant, that the EPA may be looking at changing its rule,
and going with every state, and then all of a sudden new regs get
put on my clean plant in order to try to help the plants that aren’t
as clean in other parts of the state. Is the EPA looking at changing
any of those rules in regard to the stationary source?

Ms. McCABE. We are not looking at changing the definition of
stationary source, but what we will be doing, through the 111(d),
which is the existing source——

Mr. GRIFFITH. Yes.

Ms. McCABE [continuing]. Program, is allowing the states the
flexibility to look at how to meet a target, looking across all of the
plants, and other activities in the state, which means that new
clean plants are a benefit to the states, because they are already
making progress towards reducing carbon emissions.

Mr. GRIFFITH. But if you have some plants that are cleaner than
others, and the worry that I have is that oftentimes in the past the
EPA has said, well, we are going to let the state do this, and then
the EPA, behind the scenes, and this happened on storm water
management in Virginia, says, you are going to adopt these regs,
you are going to do this, or else we are going to come in and take
it away from you, and we are going to do it ourselves. That was
actual testimony in front of a committee I used to sit on when I
was in the state legislature.

So I am a little concerned that if you are going to let the states
go and look at a statewide project, maybe it is not my new clean
plant, but it is one that is a little bit newer than some of the oth-
ers. Is there going to be pressure put on the states to then say, OK,
we don’t care if you have one bad actor, or two bad actors, you have
gor1 to ratchet it up on everybody in order to meet certain stand-
ards.

Ms. McCABE. Yes. Well, in the Clean Air Act, which is what I
am familiar with, we have a long history of working with states,
developing plans to implement the federal standards, and there is
certainly room in the process for states to be looking at what
makes the most sense for their states.



45

Mr. GrIFFITH. Well, and I would like to think that we could fig-
ure out what makes the most sense, but that has not been my ex-
perience in the past with some of the regulations. In context of
111(d), and regulations for existing power plants, the EPA fre-
quently refers to the term flexibility. I have not often found that
to be the case. And not with you, ma’am, but with others. Does this
mean flexibility in setting the standards, or in implementing the
standards?

Ms. McCABE. In implementing the standards. It is EPA’s role to
set the guideline, the target.

Mr. GRIFFITH. But if flexibility is good, shouldn’t it be good not
only for implementing, but also for setting the standards, to make
sure that we are not putting people out of business, or, as you testi-
fied a few minutes ago, making sure that we have grid reliability?
Shouldn’t that flexibility be there on both ends of that equation?

Ms. McCaBE. Well, the Clean Air Act’s approach over the last 40
years has been for the Federal Government to set the expected en-
vironmental result, and then for the states to find flexible and ap-
propriate ways to meet those, and that is the way that Congress
set out those provisions.

Mr. GRIFFITH. And Congress did give, I would think, way too
much flexibility to the EPA, but that is an opinion of mine.

In regard to the Whitfield-Manchin bill, it seems to me that it
is reasonable to set standards based on actual demonstrable tech-
nology. You would agree with that, would you not?

Ms. McCABE. The Clean Air Act already asks us to set standards
based on——

Mr. GRIFFITH. I am running out of time. I need a yes or no. But
you would agree that actual technology, as opposed to theorized
technology, would be preferable, would you not? Yes or no?

Ms. McCABE. Actual technology is what we base our rules on.

Mr. GrIFFITH. All right. And would you also agree with me that
there are high efficiency designs for new coal power plants, such
as the super-critical and ultra-critical steam units, yes or no?

Ms. McCABE. Yes, and those are appropriate technologies, cer-
tainly.

Mr. GRIFFITH. And the Whitfield-Manchin draft legislation sim-
ply requires that, for new electric generating units, the EPA stand-
ards would be based on technologies that have been demonstrated
at operating commercial power plants, and that is certainly reason-
able, isn’t it?

Ms. McCABE. That would not

Mr. GRIFFITH. I am out of time.

Ms. MCCABE [continuing]. Be the approach of the Clean Air Act,
that has been proven over the years to work effectively in devel-
oping

Mr. GRIFFITH. So is that a yes or a no?

Ms. McCABE [continuing]. New technology. I would not agree.

Mr. GRIFFITH. All right.

Mr. WHITFIELD. Gentleman’s time has expired. At this time I rec-
ognize the gentleman from West Virginia, Mr. McKinley, for 5

Mr. McKINLEY. Thank you, Mr. Chairman. I have got five ques-
tions at least, if not more, but we will try to see if we get through
some quickly with it. The first is, I am just curious, some of the
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earlier statements had been about that this is commercially viable
now.

Ms. MCCABE. Yes.

Mr. McCKINLEY. Because I am curious, Lisa Jackson said, back in
November of 2011, that it wouldn’t be available for, and her quote
was “maybe a decade or more.” So I am curious how that has
moved up on the chain. And DOE put out their own report that
said it is not going to be commercially viable until 2020 as well.
But you are saying it is available now. So could you get back to
me explaining why you disagree with Lisa Jackson, and why you
disagree with the Department of Energy, their projection that it
could be available? Could you get back in writing to me, rather
than answer now?

Ms. McCABE. Certainly.

Mr. McKINLEY. Thank you. Second is, I want to probe a little
further about you saying how coal-fired powerhouse will be viable.
You have answered that, but, as an engineer, I want to probe a lit-
tle deeper with that. When you say viable, do you mean that will
maintain that 38 to 40 percent of the portfolio of this country of
energy production?

Ms. McCABE. We expect coal to remain a substantial portion of
the energy portfolio

Mr. MCKINLEY. No, I asked——

Ms. McCABE [continuing]. Even under these——

Mr. McKINLEY. No, the question I asked was——

Ms. McCABE [continuing]. Even under the proposed

Mr. McKINLEY [continuing]. Thirty-eight to 40 percent?

Ms. McCABE. That is a pretty precise number.

Mr. McKINLEY. OK, call it 35 to 40 percent, then, where it is
now. Is coal going to lose more under these regulations? OK, you
are the one that used the term viable. I am trying to define viabil-
ity. I would say viability is 7 %2 cents per kilowatt hour in West
Virginia. Are you saying that the price of electricity is going to go
up?

Ms. McCABE. Congressman, there are a number of factors that
are affecting the power sector now——

Mr. McKINLEY. Will the price of electricity go up under your defi-
nition of viability?

Ms. McCABE. I can’t give you a

Mr. McKINLEY. And you can’t define whether or not it is going
to be the 35 to 40 percent?

Ms. McCABE. Well, there are a number of factors that go into
how much of the power in this country——

Mr. McKINLEY. So we could——

Ms. McCABE [continuing]. Is produced by——

Mr. McKINLEY [continuing]. Your term of viable, we could have
less and less use of coal. I am just concerned about all the coal
miners, and the people that work in these mines, or the people in
the industry, how they are going to find jobs, if it is less and less,
and you are saying it is viable. I am not so sure I am into that.

Let me go to a third element very quickly with it. The United
Nations panel came out with a report. They have been doing it pe-
riodically. They talk about that 96 percent of all CO, emissions are
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naturally occurring, and what this whole fight is all about is just
four percent. Do you agree that it is just four percent?

Ms. McCABE. I don’t agree

Mr. McKINLEY. Four percent I am saying is anthropogenic.

Ms. McCABE. I don’t agree that anthropogenic emissions are not
a significant factor in

Mr. McKINLEY. That is not the question. State the question,
please. Do you agree with the United Nations, that said four per-
cent of all CO, emissions come from man?

Ms. McCABE. I am not familiar with that statement, Congress-
man.

Mr. McKINLEY. OK. But you will accept that under the, well,
maybe you don’t, if you are not familiar with it, but I think it was
the Sierra Club, maybe Earth Justice. I know that Al Gore has said
that 30 percent of all man-made CO, emissions come from the de-
forestation of our tropical rain forests, so that would represent 1.2
percent. If it is four percent, 1.2 percent would be 30 percent of
four. But yet coal-fired powerhouses only generate, what, do you
know the number?

Ms. McCABE. They——

Mr. McKINLEY. Two tenths of one percent of the CO, emissions
in the world come from American coal-fired powerhouses, six times
less than the deforestation of our tropical rainforests. But yet, with
all these regulations you are putting at risk all the American work-
ers in these powerhouses, and coal mines, and all across this coun-
try. Two tenths of one percent, you are willing to put our economy
at risk for %410 of one percent. I am not comfortable with that.

Mr. McCABE. Coal fired power plants are the largest sources of
carbon in the country.

Mr. McKINLEY. It is %10 of one percent of the global emission, six
times worse in the deforestation of our tropical rainforests. So my
question is, if we decarbonize America, that is what you are trying
to do, who are you going to blame the next time there is a snow-
storm, or there is another tornado? Because we won’t be producing
CO; in America any longer, so who is the EPA going to blame next?

Ms. McCABE. There are many steps that need to be taken to re-
duce carbon, and if-

Mr. McKINLEY. Who will you blame next? If we don’t produce
CO,, what will be your excuse for the next tornado, the next Hurri-
cane Sandy? I am sorry, my time has run out.

Mr. WHITFIELD. Gentleman’s time has expired. At this time, rec-
ognize the gentleman from Texas, Mr. Green, for 5 minutes.

Mr. GREEN. Thank you, Mr. Chairman, and I would like to thank
our witness for being here. And the topics we are addressing today
at this hearing are complicated, and there are a wide range of
views. I believe it when scientists tell us that man-made global
warming is real, personally, I believe to successfully regulate GHG
emissions, Congress should develop a regulatory program that
would promote economic growth, and provide the responsible path
forward. But until Congress moves to pass meaningful legislation,
efforts such as this legislation are not the correct way to address
that issue.

Ms. McCabe, coming from Texas, in the Houston area, I have
been interested, and I know we had Secretary Moniz here a while
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back. I know that Secretary Moniz visited the plant in Mississippi
this week and endorsed the technology. At this point, where are we
with that CCS technology?

Ms. McCABE. Yes, the Secretary was there and visited the plant.
The technology at that plant, and several others, is moving for-
ward, so we are looking forward to those projects beginning oper-
ation, and others considering it.

Mr. GREEN. OK. My next question would be is CCS techno-
logically and economically feasible for everyone? Because I know
there have been some problems at the Mississippi plant.

Ms. McCaBE. Well, the Mississippi plant has a variety of other
activities going on beyond the CCS. But the technology is available
to plants widely.

Mr. GREEN. And we know from other EPA studies and proposals
there is always concern about accurate data. Is the EPA 2012 pro-
posal data still accurate enough to be effective?

Ms. McCABE. Well, we always try to base our rules on the most
accurate data, and the transparent and open rulemaking process
make sure that people have an opportunity to give us the most up
to date data. So, before we would finalize any rule, we would make
sure we had the most up to date data.

Mr. GREEN. Well, and again, coming from Texas, I know our
state agencies are unique, and have important information to assist
them in balancing these economic demands. Keeping that in mind,
how would you characterize the states’ regulatory efforts up to this
point, and their importance moving forward?

Ms. McCABE. Well, the states are key regulatory partners in re-
ducing pollution in this country, and always have been, but the
system that we have relies on national standards being set for
major industries across the country, so that the pathway is clear
so that power plants built all across the country that are of similar
types would meet the same standards, and then the states very ef-
fectively implement those rules.

Mr. GREEN. I guess I am still skeptical about the economic feasi-
bility of that. And again, I am looking forward to what happens in
Mississippi, because I represent a refining community, and we do
have storage places in Texas that you can store the carbon.

But the President recently announced an end to the financing of
overseas coal plants in emerging markets. This, combined with the
EPA actions, are significant measures. And again, we know what
China is doing on coal, and I am sure we are not providing any
overseas financing for that, but in other areas. Is the administra-
tion action enough to really address climate change without strong
mandatory reductions by other major emitters, including, like,
China and India?

Ms. McCABE. Well, this is a global challenge, as you have indi-
cated, and actions will need to be taken by many people. Part of
the President’s climate plan is strong United States leadership
internationally. And one important aspect of being a credible and
strong leader internationally is to be doing the things we need to
do here at home. So the plan includes very much both of those ele-
ments.

Mr. GREEN. I know the United States has reduced our carbon
emissions over the last few years for lots of reasons. You know,
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downturn in the economy, more fuel efficient vehicles. But we have
actually reduced our country, but in Western Europe, and, of
course, in the emerging nations, in the developing nations, there
has been hardly any. In fact, it just continues to grow. And I hear
my colleagues from West Virginia are concerned. We can do every-
thing we want to in this country on carbon, but unless our inter-
national partners and competitors are on the same wavelength, it
doesn’t do us any good, except maybe price our economy out of the
world market, and that is, I think, a lot of our concern. But I ap-
preciate you being here.

Thank you, Mr. Chairman. I yield back.

Mr. WHITFIELD. Gentleman yields back. At this time recognize
the gentleman from Louisiana, Dr. Cassidy, for 5 minutes.

Mr. CAssipy. Thank you, Mr. Chairman.

Ms. McCabe, I am over here. Let me build a little bit on the
questions that Mr. Green just asked. Earlier this year I introduced
the Energy Consumers Relief Act to provide greater relief and
transparency about the costs and jobs impact of EPA regulations
that cost at least a billion dollars. Now, first, let us just, if you will,
kind of establish common ground. Do you agree that EPA rules can
affect the economy by raising electricity rates for consumers, and
business, and et cetera?

Ms. McCABE. I agree that it is an important issue to look at, and
a lot of information needs to be evaluated by experts.

Mr. CassiDY. Now, one of the wonderful things we are hearing
about right now is re-shoring, where companies are bringing jobs
back from places like China and India because our cost of elec-
tricity is so much less than theirs. We can’t beat them on the price
of labor, we are whacking them on the price of electricity. So again,
building on what Mr. Green said, is it a concern at EPA that these
regulations will effectively increase the cost of that electricity to
the point that we will not have the same amount of re-shoring, the
same number of jobs being created in these energy intensive enter-
prises?

Ms. McCABE. We do enjoy very low energy prices in this country,
and that has been the case throughout the history of the Clean Air
Act, and improved efficiency, and lowered emissions from power
plants. So we have been able to maintain those low prices.

Mr. Cassipy. Now, that is certainly retrospectively, but if we
speak going forward, and a lot of rules are put in which effectively
prejudice against coal, which is now, what, 40 something percent
of our energy supply, do we have the risk of undoing that? That,
as we raise the cost of electricity, what was true in the past will
not be true in the future, because of these regulations, serving as
a form of attacks, raising the cost of electricity, adversely affect the
movement of jobs back from overseas?

Ms. McCABE. The analysis that we do for this rule will be the
kind of analysis that we have done for previous rules. And I expect
that this rule will work in a similar fashion. That is

Mr. Cassipy. Now, I have some concern, which is why I put for-
ward that law, if you will, about encouraging transparency. Again,
do you accept that there should be transparency about the poten-
tial cost of EPA regulations to ratepayers?
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Ms. McCABE. EPA follows robust transparency and public input
processes for all of our rulemakings.

Mr. CAssiDY. Now, you say that, but during an EPA budget hear-
ing this past spring, the EPA’s Acting Administrator admitted that
EPA had not done sufficient economy-wide modeling to account for
the full economic impacts of its major rules, including higher rates
paid by electricity consumers as a result of regulations.

So let me ask, will you commit that, for any regulations relating
to existing power plants, including the pending greenhouse rules,
that EPA will conduct economy-wide modeling to measure the cost
of the higher electricity rates on households, businesses, and its ef-
fect upon the re-shoring that we need to happen in order to recre-
ate good jobs with good benefits for the working class of America?

Ms. McCABE. In all of our economic analysis that we do for our
rules, EPA follows OMB procedures, and uses appropriate peer re-
viewed and transparent analysis and approaches.

Mr. Cassipy. But I am trying to reconcile that with the Acting
Administrator admitting they had not done sufficient economy-wide
modeling to account for the economic impacts of major rules. So
there seems to be a little bit of discordance. You are saying that
you have, and yet he is saying that they had not.

Ms. McCABE. No, there is no disagreement there. Economy-wide
modeling is an approach that has not been used in our rules be-
cause there are not appropriate analytical methods to do it.

Mr. CAssiDY. Now, on the other hand, I am almost out of time,
but if you don’t do that, then that gets back to where I was going
with this. If you don’t do the economy-wide, we don’t understand
th]s ripple effect, smushing, if you will, the hope for re-shoring of
jobs.

Ms. McCABE. The agency has engaged with our Science Advisory
Board to undertake right now an inquiry into the types of appro-
priate models that would be used.

Mr. CAsSIDY. So my fear is that if you don’t come to a conclusion
before these regulations are put out, the hope for re-shoring of
those jobs will not happen. Your regulations are creating uncer-
tainty. Business hates uncertainty. They are not going to come
back if, my gosh, all of a sudden our electricity rates are going up,
will they?

Ms. McCABE. The regulations are creating certainty, so that
plants will know

Mr. CAssiDY. But it may be certainty of higher cost. You have
not done your economy-wide modeling, and so, therefore, you don’t
know whether or not the energy intensive enterprise will suddenly
find themselves priced out both on labor and on the cost of energy,
correct?

Ms. McCABE. There has been an economic analysis done on the
proposed rule. It is open for comment, and

Mr. CAsSsIDY. But not economy-wide, you point out.

Ms. McCABE. Because the methodologies for that approach
are——

Mr. CaAssIDY. So, therefore, we don’t know, and so, therefore, we
may be keeping jobs from re-shoring because you don’t know, be-
cause we don’t have the model. That is my fear.

I am out of time. I yield back.
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Mr. WHITFIELD. Gentleman’s time. At this time I recognize the
gentleman from Colorado, Mr. Gardner, for 5

Mr. GARDNER. Thank you, Mr. Chairman, and thank you, Ms.
McCabe, for your time here today and your testimony.

You just mentioned that, and I wanted to follow up with Mr.
Cassidy, that your regulations create certainty. You just said that.
Does your regulation make electricity more or less affordable?

Ms. McCABE. Our regulation, as required by 111(b) of the Clean
Air Act, is intended to require for future power plants state of the
art technologies——

Mr. GARDNER. Well

Ms. McCABE [continuing]. That will——

Mr. GARDNER. If you don’t mind, I have a series of these ques-
tions. Does it make electricity more or less affordable?

Ms. McCABE. The rules that we will be requiring will allow coal
plants to proceed in a way that is

Mr. GARDNER. Right, but I am trying to get to the certainty that
you said your regulation creates.

Ms. MCCABE. Yes.

Mr. GARDNER. If this regulation creates certainty——

Ms. MCCABE. Yes.

Mr. GARDNER [continuing]. Does your regulation make electricity
more or less affordable?

Ms. McCABE. We do not expect that these rules will make elec-
tricity less affordable in this country

Mr. GARDNER. OK.

Ms. McCABE [continuing]. As plants are able to plan ahead and
build plants that will meet the requirements

Mr. GARDNER. So will it make electricity more or less expensive,
then? Maybe that is a better way to put it.

Ms. McCABE. These are the kinds of things that we look at in
our economic analysis, and——

Mr. GARDNER. Right. So——

Ms. McCABE [continuing]. Everybody can——

Mr. GARDNER [continuing]. To keep that certainty, and to keep
the certainty that you said these rules provide, does it make elec-
tricity more or less expensive?

Ms. McCABE. The analysis may show that the addition of addi-
tional equipment will increase costs to——

Mr. GARDNER. OK, so there is the certainty right there. So it will
increase electricity costs, thank you. You said that you did eco-
nomic viability projections analysis. Were you at the coal hearing
in Denver that the EPA held, the listening session in Denver?

Ms. McCABE. No, I wasn’t.

Mr. GARDNER. OK. So do you do economic viable studies of com-
munities where they produce coal?

Ms. McCABE. We do economic analysis of the proposed rules that
we are looking at.

Mr. GARDNER. But, do you look at the communities, where there
is a coal mine, and there are employees there? I mean, do you look
at the economic viability of those communities, and what happens
in this rule that you are certain will make electricity more expen-
sive?
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Ms. McCABE. I should amend what I said a minute ago, or clarify
what I said a minute ago. The analysis that we have put forward
on this rule does show that this particular rule will not increase
electricity prices.

Mr. GARDNER. OK. Do you believe that overall regulations at
EPA increase the cost of electricity?

Ms. McCABE. ——

Mr. GARDNER. Looking at this regulation in combination with
other regulations that have come through on greenhouse gases, or
electricity production from coal?

Ms. McCABE. There are many factors that affect electricity prices
over time, and environmental regulations have been shown to be
a very, very small aspect of what increases prices.

Mr. GARDNER. Do you think those price increases have a larger
impact on people who may be on a fixed income?

Ms. McCABE. The price of electricity overall is something that af-
fects people. But, as I said, the contribution of environmental regu-
lation to those cost changes is minimal.

Mr. GARDNER. All right. Just a couple of other questions. For ex-
isting plants, do you agree that states will have a primary role in
setting performance standards for electric generating units?

Ms. McCABE. For existing plants, the role that states have is to
design the plan at the state level that will meet the guidelines that
the EPA will establish.

Mr. GARDNER. So the states will have a primary role under the
Regional Haze Program, this is what I am getting at, which is also
a program intended to be implemented primarily by the states,
EPA has been routinely disapproving SIP plans, and seeking to im-
pose federal implementation plans that require plant owners to
spend millions of dollars, or shut down their units. Where states
object, or challenge the EPA, EPA then proceeds to enforce these
federal implementation plans through litigation. We have got ex-
amples of these in Arizona, New Mexico, Montana, North Dakota,
Utah, and Wyoming. Will you provide me with an assurance the
EPA will give states more deference under its pending greenhouse
gas regulations than the agency has done under the Regional Haze
Program?

Ms. McCABE. EPA, in fact, has approved the majority of the Re-
gional Haze plans.

Mr. GARDNER. So, again, the question is will you give states more
deference under its pending greenhouse gas regulations than the
agency has under its Regional Haze Program?

Ms. McCaBE. EPA will work with the states, as we always do,
when they have the authority to design state plans, to make sure
that those state plans meet the federal target.

Mr. GARDNER. And I have some additional questions. When we
had Administrator McCarthy before the committee last year, we
talked about new source performance standards for power plants,
and, in our exchange, she testified that she could not rule out regu-
lation of any of the 70 source categories under EPA’s new source
performance standards program, which covered all types of indus-
trial activities. Is that still your position, that you cannot rule any
source out?
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Ms. McCABE. We are focused on the actions laid out in the Presi-
dent’s Climate Action Plan, which has power plants as the rule-
making that we are

Mr. GARDNER. Yes. Are there any source categories the EPA can
affirmatively rule out of greenhouse gas regulations?

Ms. McCABE. There are many source categories that EPA regu-
lates that we have

Mr. GARDNER. So you can’t rule

Ms. McCABE [continuing]. No

Mr. GARDNER [continuing]. Any of them out?

Ms. McCABE [continuing]. Present intention of-

Mr. GARDNER. If the EPA doesn’t pursue regulation of all these
emission sources, can the EPA guarantee that there will not be
lawsuits to compel the regulation?

Ms. McCABE. I can’t guarantee that there won’t be lawsuits. The
EPA gets sued all the time. But we make our decisions about what
to do based on the science, and priority setting, and power plants
are clearly the largest source of carbon in the country.

Mr. GARDNER. The Chairman has been incredibly indulgent of
my time. And just, finally, one last question. Can the EPA provide
an assurance that there won’t be an ever expanding suite of EPA
greenhouse gas regulations?

Ms. McCABE. As I said, we are focused on the source category
that contributes the most carbon pollution in this country.

Mr‘; GARDNER. So there could continue to be an ever expanding
suite?

Ms. McCABE. There are a number of source categories that I
would not expect us to be looking at, in terms of greenhouse gas
emissions, and we are focused

Mr. GARDNER. Be interested in finding out what those are.
Thank you.

Mr. WHITFIELD. Gentleman’s time has expired. At this time I rec-
ognize the gentleman from Texas, Mr. Hall, for 5 minutes.

Mr. HALL. Thank you, Mr. Chairman.

Ms. McCabe, the Bureau of Labor Statistics reported, back ear-
lier in November 2013, that there were 11.3 million Americans un-
employed, including 4.1 million long term unemployed, and they
also reported 8.1 million underemployed individuals, those working
part time, or had been cut back on the work, or couldn’t find a full
time job. Would you agree that raising energy prices when we are
facing such chronic levels of unemployment is not in the best inter-
est of the economy?

Ms. McCaBE. Congressman, we are very concerned, as you are,
about jobs in this country, and about

Mr. HALL. I know you are——

Ms. McCABE [continuing]. The economy of this country——

Mr. HALL [continuing]. That, but just answer my question.

Ms. McCABE. We don’t believe that moving forward with these
regulations will be detrimental to the economy of this country.

Mr. HAaLL. Well, for the last 3 years EPA has been telling us that
they don’t intend to implement a cap and trade program to regu-
late greenhouse gas emissions. And as recently as May 15, I think,
of this year Assistant Administrator McCarthy, who is testifying
just below us here today, stated, in a response to our committee
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that, “Both Former Administrator Jackson and I have said in the
past that EPA has no intention of pursuing a cap and trade pro-
gram for greenhouse gases, and I continue to stand by these state-
ments.”

Yet EPA appears to be contemplating a “system based approach”
for regulating existing power plants. In a document entitled “Ques-
tions for State Partners”, which has to do with EPA’s planned
greenhouse gas regulations for existing power plants, EPA asked
questions relating to measures like this: resource planning require-
ments, end use energy, efficiency resource standards, renewable en-
ergy portfolio standards, and appliance and building code energy
standards. These measures seem to me, and maybe I am wrong
about it, but they seem to me that they are the types of programs
that were included in the cap and trade legislation that was re-
jected by this Congress, I think, some 2 or 3 years ago, and I think
you are aware of that.

Ms. MCCABE. Yes.

Mr. HALL. Looking at EPA’s documents, that sounds like a back
door cap and trade. And I will just ask you these questions, just
get right to the point. Talking about the planned greenhouse regu-
lations for existing plants, is the EPA considering requiring states
to adopt these types of programs?

Ms. McCABE. No, Congressman, this is not a cap and trade pro-
gram at all. This is a program that allows states to develop flexible
state plans.

Mr. HALL. Well, you aren’t whatever you are acting, in whatever
positions you take. And when EPA says the agency, “has no inten-
tion of pursuing a cap and trade program for greenhouse gases”,
does that just mean at the national level?

Ms. McCABE. Well, it is not up to us to develop the state plans.
We are not developing a cap and trade program, nor will we re-
quire any state to put one in place.

Mr. HALL. Well, that is my next question. I thank you for an-
swering it. Might EPA effectively require it at the state level?

Ms. McCABE. It would be entirely up to the state how they would
want to approach——

Mr. HaLL. OK.

Ms. McCABE [continuing]. Meeting the target.

Mr. HALL. I think that

Ms. McCABE. A cap and trade program is not required.

Mr. HALL. I think that is fair enough, and I thank you for your
time.

Mr. WHITFIELD. Well, thank you, Mr. Hall, and I think that con-
cludes our questioners, and I am sure the people on the third panel
are delighted with that.

Ms. McCabe, before you go, I want to ask one question, or just
follow up on Mr. Gardner. Is it your opinion, your belief, that the
states have the actual authority to set the performance standards
for existing plants? Or are you saying EPA will set the standard
of performance for existing plants in the states?

Ms. McCABE. EPA will set the target, but then the states will
have flexibility to meet that in whatever way makes sense to them.
So it does not need to be a unit by unit regulation, or expectation.
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Mr. WHITFIELD. And you all are working on this already, even
though you are not expected to have it until the summer of 2015,
is that correct?

Ms. McCABE. Well, our proposal will be out in June of 2014. We
are gathering information right now in order to inform the proposal
that we will—

Mr. WHITFIELD. OK.

Ms. McCABE [continuing]. Put together.

Mr. WHITFIELD. OK. Well, thank you very much, and we look for-
ward to your coming back and spending more time with us.

Ms. McCABE. All right. Thank you.

Mr. WHITFIELD. Yes.

At this time I would like to call up the third panel of witnesses,
and I want to thank them for their patience, and for the long dis-
tance that they have come. We appreciate that.

First of all, we have the Honorable Scott Pruitt, who is the Attor-
ney General from the great State of Oklahoma. We have the Hon-
orable Henry Hale, who is the mayor of Fulton, Arkansas, which
I believe is the location of the Turk plant, near Texarkana. We
have Mr. Tony Campbell, who is CEO and President of the East
Kentucky Power Cooperative. We have Ms. Susan Tierney, who is
Managing Principal of the Analysis Group. We have Mr. David
Hawkins, who is the Director of Climate Programs at the Natural
Resources Defense Council. We have Mr. Ed Chichanowicz, who is
an engineering consultant. We have Dr. Donald R. van der Vaart,
Chief, Permitting Section, North Carolina Department of Environ-
ment and Natural Resources, Division of Air Quality. And we have
Mr. Ross Eisenberg, who is Vice-President of Energy and Resources
Policy at the National Association of Manufacturers.

Thank you for being here, and I will recognize each one of you
for 5 minutes for your opening statement, and then we will have
some questions for you.

So, Attorney General Pruitt, we will recognize you first. Thanks
for being with us today, and you are recognized for 5 minutes.

STATEMENTS OF HON. E. SCOTT PRUITT, ATTORNEY GEN-
ERAL, STATE OF OKLAHOMA; HON. HENRY HALE, MAYOR,
FULTON, ARKANSAS; TONY CAMPBELL, PRESIDENT AND
CEO, EAST KENTUCKY POWER COOPERATIVE; SUSAN F.
TIERNEY, MANAGING PRINCIPAL, ANALYSIS GROUP; DAVID
HAWKINS, DIRECTOR OF CLIMATE PROGRAMS, NATURAL
RESOURCES DEFENSE COUNCIL; J. EDWARD CICHANOWICZ,
ENGINEERING CONSULTANT; DONALD R. VAN DER VAART,
CHIEF, PERMITTING SECTION, NORTH CAROLINA DEPART-
MENT OF ENVIRONMENT AND NATURAL RESOURCES, DIVI-
SION OF AIR QUALITY; AND ROSS E. EISENBERG, VICE
PRESIDENT, ENERGY AND RESOURCES POLICY, NATIONAL
ASSOCIATION OF MANUFACTURERS

STATEMENT OF HON. E. SCOTT PRUITT

Mr. PruUITT. Chairman Whitfield, Congressman McNerney, and
members of the subcommittee, good morning, and thank you for
the invitation to join you today to discuss concerns, from a state
perspective, of the EPA’s proposed standards of greenhouse gas
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emissions on new power plants. This is an issue of great concern
for Oklahoma and other states who were given authority by Con-
gress to develop and implement emissions standards from existing
power plants.

In recent years the EPA has expressed an unwillingness to ap-
propriately defer to state authority under the Clean Air Act. The
prospect of aggressive performance standards for coal based power
plants is a cause for serious concern among the various states. The
EPA has indicated a similarly aggressive approach to existing coal
based power plants, for which the President has directed the EPA
to propose standards by June 1 of 2014, and to finalize those rules
by June 1 of 2015.

While the Clean Air Act gives the EPA the authority to develop
the framework for the states to establish emission standards for ex-
isting power plants, the EPA may not dictate to the states what
those standards should be. The states are allowed to engage in a
cost benefit analysis, and consider a wide range of factors in setting
those standards. This is important to note because the EPA’s new
emission standard, under the guise of “flexible approaches”, man-
dates new coal based power plants use costly carbon capture stor-
age technology. This is technology that likely remains commercially
unviable for at least a decade.

The U.S. Energy Information Administration projects coal-based
electric generation will provide 40 percent of base load energy in
this country in 2014. The elimination of coal based electric genera-
tion would result in higher electricity prices for our ratepayers. It
would be detrimental to the national and state economies, as well
as job creation, and other things. Increased electricity prices also
will hurt the competitiveness of American manufacturing. I, and
the Attorney Generals of 16 other states, recently submitted to the
EPA a white paper outlining those concerns, and our position on
both the EPA and the states’ role under Section 111(d) of the Clean
Air Act. I have submitted that white paper to you this morning.

Unfortunately, this is not the only issue at which the states and
the EPA are at odds over the scope of their respective responsibil-
ities. The Congressman from Colorado referenced the Regional
Haze program. Many states, including Oklahoma, are actively en-
gaged in legal challenges to thwart the EPA’s attempt to expand
its authority under the Regional Haze program. Under the Clean
Air Act’s Regional Haze rules, a target date of 2064 was set to
achieve natural visibility in federally designated areas across the
country. Regional Haze deals with issues of aesthetics, not health,
and visibility, and safety of the public health. As such, the Clean
Air Act gives states the primary role in establishing regulations.

In Oklahoma, stakeholders joined together, worked with utilities,
to construct a plan for Regional Haze, and submitted that in 2010,
that allowed for fuel diversity, and balanced environmental protec-
tion and the need for affordable energy. Our state plan accom-
plished those objectives for the Regional Haze rule, and exceeded
the target date of 2064 by nearly 4 decades. The EPA rejected
Oklahoma’s state implementation plan in favor of a federal imple-
mentation plan, which would cost the state utilities almost $2 bil-
lion within 3 years. What is more, the federal plan would provide
less environmental benefits than the state plan, and is estimated
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to increase costs for Oklahoma ratepayers by as much as 20 per-
cent.

Our state made the decision to sue the EPA over its decision.
This is a case of first impression under the Regional Haze rule
adopted in 2005, and will likely potentially end up before the U.S.
Supreme Court. Many states are monitoring that case, as the deci-
sion will impact their ability to set policy within their jurisdiction.

There is a great deal of frustration among the states with the
EPA’s attitude, that it ignores the proper role of the states as the
agency attempts to expand its authority. The EPA seems to have
a view that the states are merely a vessel to implement whatever
policies and regulations the administration sees fit, regardless of
the wisdom, cost, or efficiency of such measures. Fortunately, for
the states, that is not what the law allows. Congress clearly in-
tended for the states to have primacy in the areas of environmental
regulation, and for the EPA to work with the states closely to regu-
late those issues. However, the EPA is attempting to usurp the role
of the states, all in the name of imposing the administration’s anti-
fossil fuel mentality.

The extent and form of greenhouse gas regulation is important
to the states. The states have the experience, expertise, and ability
to regulate those issues, and must be allowed to play their proper
roles established by Congress. We hope that by making our con-
cerns known here today and beyond that the EPA will respect the
principles of cooperative federalism, something that has been
talked about here today, that are all set forth in the Clean Air Act,
and take a more common sense approach to any new regulations,
and include the states in that process. If not, we will attempt to
obtain relief from the courts, and we will certainly welcome Con-
gressional oversight being brought to bear on these federal agen-
cies.

I look forward, Mr. Chairman, to answering any questions you
may have today and others, and thank you for the time this morn-
ing.

[The prepared statement of Mr. Pruitt follows:]
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Dear Chairman Whitefield, Ranking Member Rush, and Members of the Subcommittee,

Good morning and thank you for the invitation to join you today to discuss concerns —
from a state perspective — of the EPA’s proposed standards for greenhouse gas emissions of new
power plants. This is an issue of great concern for Oklahoma and other states who were given the
authority by Congress under the Clean Air Act to develop and implement emission standards for
existing power plants.

In recent years, the EPA has expressed an unwillingness to appropriately defer to state
authority under the Clean Air Act. The prospect of aggressive performance standards for new
coal-based power plants is cause for serious concern among the states.

The EPA has indicated a similarly aggressive approach to existing coal-based power
plants, for which the President has directed the EPA to propose standards by June 1, 2014, and to
finalize the rules by June 1, 2015.

While the Clean Air Act gives the EPA the authority to develop the framework for states
to establish emissions standards for existing power plants, the EPA may not dictate to the states
what those standards should be.

The states, in making these important decisions, are allowed to engage in a cost-benefit
analysis and consider a wide range of factors in setting standards. This is important to note, as
the EPA’s new emission standard, under the guise of “flexible approaches,” mandates new coal-
based power plants use costly carbon capture storage technology., which likely remains
commercially unviable for at least a decade.

The elimination of coal-based electric generation — which according to the U.S. Energy
Information Administration is projected to provide 40 percent of U.S. electricity in 2014 — would

result in higher electricity prices for ratepayers, and would be detrimental to the national and
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state economies, as well as job-creation in general. No doubt, increased electricity prices will
hurt the competitiveness of American manufacturing.

1 and the attorneys general of 16 other states — and the senior environmental regulator of
an 18" state — recently submitted to EPA Administrator Gina McCarthy a white paper outlining
these concerns and our position on both the EPA and the states’ role under Section 111(d) of the
Clean Air Act.

Unfortunately, this is not the only issue at which the states and EPA are at odds over the
scope of their respective responsibilities. Many states, including Oklahoma, are actively engaged
in legal challenges to thwart the EPA’s attempt to expand its authority under the Regional Haze
Rule,

Under the Clean Air Act’s Regional Haze rules, a target date of 2064 was set to achieve
“natural visibility” in federally designated lands across the United States. Since Regional Haze
deals with issues of aesthetics and visibility — and not safety or public health — the Clean Air Act
gives states the primary role in establishing regulations.

In Oklahoma, stakeholders worked with utilities to construct a plan for regional haze that
allows for fuel flexibility and balances environmental protection with the need for affordable
energy. Our state plan accomplished the objectives of the regional haze rule and exceeded the
target date by nearly four decades (38 years). However, the EPA rejected Oklahoma’s state
implementation plan in favor of a federal implementation plan, which could cost state utilities $2
billion, leaving Oklahoma consumer to foot the bill.

What’s more, the federal plan would provide less environmental benefits than the state

plan and is estimated to increase costs for Oklahoma ratepayers as much as 20 percent annually.
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Our state made the decision to sue the EPA over its decision. This is a case of first
impression that likely could wind up at the Supreme Court level. Many states are monitoring the
case closely, as the decision will impact their ability to set policy within their jurisdictions.

There is a great deal of frustration among the states with the EPA’s attitude that ignores
the proper role of the states as the agency attempts to expand its authority. The EPA seems to
view the states as merely a vessel to implement whatever policies and regulations the
Administration sees fit, regardless of the wisdom, cost, or efficiency of such measures.

Fortunately for the states, that is not what the law allows. Congress clearly intended for
the states to have primacy in the areas of environmental regulation and for the EPA to work
closely with the states to regulate these issues. However, the EPA is attempting to usurp the role
of the states in the name of imposing the administration’s anti-fossi! fuel agenda.

The extent and form of greenhouse gas regulation is important to the states. The states
have the experience, expertise, and ability to regulate these issues and must be allowed to play
their proper roles in making the significant policy judgments that are required in adopting any
such regulation.

We hope that by making our concerns known, the EPA will respect the principles of
cooperative federalism that are set forth in the Clean Air Act and take a more commonsense
approach to any new regulations and include the States in the process. If not, we will attempt to
obtain relief from the Courts, and we also certainly welcome Congressional oversight being
brought to bear on federal agencies.

Thank you for affording me the opportunity to present these concerns. Please see attached
for your review the white paper titled, Perspective of 18 States on Greenhouse Gas Emission

Performance Standards for Existing Sources under § 111(d) of the Clean Air Act.”
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Perspective of 18 States on Greenhouse Gas Emission Performance Standards
for Existing Sources under § 111(d) of the Clean Air Act.

Introduction

As State Attorneys General, we believe it is critical to bring public awareness to another
example of what has unfortunately become routine: the United States Environmental Protection
Agency (“EPA” or “Agency”) is poised to yet again propose new regulations that venture well
beyond the limits of the agency’s authority. The President has called upon EPA to propose
greenhouse gas (GHG) emission standards, regulations, or guidelines for existing power plants
by June 1, 2014, and to finalize those rules by June 1, 2015. As this paper will show, EPA’s
authority under the Clean Air Act is limited to developing a procedure for states to establish
emissions standards for existing sources. EPA, if unchecked, will continue to implement
regulations which far exceed its statutory authority to the detriment of the States, in whom
Congress has vested authority under the Clean Air Act, and whose citizenry and industries will
ultimately pay the price of these costly and ineffective regulations.

Last year, EPA published a proposed rule regulating carbon dioxide (“CO;™) emissions
from new electric utility generating units (“\EGUs”). 77 Fed. Reg. 22,392 (April 13, 2012)
(“EGU NSPS”). In light of recent comments from industry, EPA is considering the need to re-
propose this standard due to its failure to finalize the action within the CAA’s I-year timeframe.
In addition, on April 15 and 17, 2013, some states and environmental groups filed 60- and 180-
day Notices of Intent to sue EPA under section 304(a) of the Clean Air Act (“CAA™) for failure

to perform the allegedly non-discretionary duty of and/or unreasonably delaying finalizing the
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EGU NSPS and proposing standards for existing EGUs.! In response to these Notices, a
coalition of Attorneys General has requested to be involved in any settlement discussions with
advocates of broad federal GHG regulations.

EPA states that once it has issued regulations for an air pollutant from rew sources in a
particular source category under the CAA § 111(b), it has legal authority to regulate emissions
from existing sources of that air pollutant within the same source category.2 The final version of
the new source performance standards for new EGUs will likely face legal challenge. However,
the following analysis assumes the final EGU NSPS for GHG emissions is upheld and EPA
moves forward with rulemaking for existing sources.

The purpose of this paper is to identify a timely example of a serious, ongoing problem in
environmental regulation: the tendency of EPA to seek to expand the scope of its jurisdiction at
the cost of relegating the role of the States to merely implementing whatever Washington
prescribes, regardless of its wisdom, cost, or efficiency in light of local circumstances. The issue
is not new. The States and EPA have been at odds over the scope of their respective
responsibilities under the federal environmental statutes since the statutes’ inception. The recent

increase in the level of federal regulatory activity under the Clean Air Act has generated a

! A settlement agreement entered into by a number of states and environmental groups in December 2010 set forth
deadlines for EPA to issue regulations with respect to GHG emissions from existing EGUs. Sec, 75 Fed. Reg.
82,392 (Dec. 20, 2010). The deadlines have passed.

% The authority of EPA to promulgatc GHG NSPS for existing EGUs, even if it finalizes its proposed GHG NSPS
rule for new EGUSs, has been questioned. See William J. Hann, The Clean Air Act as an Obstacle to the
Environmental Protection Agency’s Anticipated Attempt to Regulate Greenhouse Gas Emissions from Existing
Powecr Plants, THE FEDERALIST SOCIETY (Mar, 2013), available at hitp://www.fed-soe.org/publications/detail/the-
clean-air-act-as-an-obstacle-to-the-environmental-protection-agencys-anticipated-attempt-to-regulate-greenhouse-
gas-emissions-from-existing-power-plants. Without conceding that EPA does have authority to promulgate a GHG
NSPS for existing EGUs, we assume for purposes of discussion here that EPA does have that authority and will
exercise it.
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corresponding increase in concerns among the States regarding the preservation of their role in
environmental protection.

The way in which EPA has “pushed the envelope™ in interpreting its legal authority under
the CAA to promulgate a New Source Performance Standard for new EGUs portends a similarly
aggressive and unlawful approach to the regulation of existing EGUs. EPA’s clear policy goal in
establishing its new source standards is to prevent the construction of new coal plants. EPA’s
proposed EGU NSPS would foreclose the construction of new coal-based electric generation
absent carbon capture and storage (“CCS™), yet CCS is likely to remain commercially infeasible
for a decade or more. The elimination of coal as a fuel for new electric generation would have
highly concerning implications for electricity prices and for the economy and job-creation in
general, as well as the competitiveness of American manufacturing.

In order to justify its proposed standard that would not allow new coal-based EGUs
absent CCS, EPA has taken unprecedented steps. The Agency proposed to combine coal and
combined-cycle natural-gas units into a single regulatory category, something it has never done
before for coal and gas EGUs. Indeed, it did not even go so far as recently as last year when it
proposed NSPS for traditional pollutants emitted by EGUs. EPA’s aggressive posture in its
proposed new-source NSPS, both as to foreclosing new coal plants and in pushing the scope of
its claimed legal authority, raises serious questions as to the approach EPA will eventually take
when it promulgates existing-source NSPS.

If EPA proceeds against existing coal plants with the same hostility, it is likely to be
reversed in court. As this paper shows, EPA does not have authority to promulgate prescriptive
limitations for existing coal-fueled EGUs. Under section 111(d) of the CAA, EPA must

recognize that States have broad discretion to determine the nature of NSPS requirements for
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existing EGUs. EPA may require States to adopt standards, and EPA may guide how States do
so procedurally, but the States are vested with the legal authority to decide the ultimate

standards.

The Statutory and Regulatory Framework For Developing Performance Standards For
Existing Sources

The focus of the following analysis is the limitations Congress placed on EPA’s authority
under Section 111(d) of the CAA. Section 111(d) provides EPA with the authority to develop
standards of performance for existing sources and directs the Agency to:

prescribe regulations which shall establish a procedure similar to
that provided by section 7410 of this title under which each State
shall submit to the Administrator a plan which establishes
standards of performance for any existing source for any air

pollutant...to which a standard of performance under this section
would apply if such existing source were a new source.

Section 111(d) requires the existence of a performance standard for new sources as a
condition precedent to the development of such standards for existing sources. Thus, the legality
of the final version of EPA’s EGU NSPS rule has significant implications for EPA’s ability to
require regulation of existing EGUs.

Most importantly, section 111(d) invokes the principle of cooperative federalism — with
roles clearly delineated for both EPA and the States. The reference to § 110 refers to the general
process by which States submit their State Implementation Plans (“SIPs™) for EPA review.
Accordingly, EPA’s authority under § 111(d) is limited to establishing, in the statute’s term, a
“procedure” by which the States submit plans for regulating existing sources. EPA cannot
promulgate rules establishing the substantive standards to be imposed on existing sources.

The cooperative federalism is illustrated by EPA’s general procedural regulations relating
to the States’ adoption and submittal of plans establishing standards of performance for existing

4
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sources. Those regulations require EPA to issue a “guideline document” concurrently with, or
after, the “proposal of standards of performance for the control of a designated pollutant from
affected facilities.” 40 C.F.R. § 60.22(a). The content of the guideline document is of great
importance to the preservation of the States’ role in the development of performance standards
for existing sources.

Under EPA’s regulations, the guideline document is to “provide information for the
‘development of State plans” including a “description of systems of emissions reduction which, in
the judgment of the Administrator, have been adequately demonstrated.” Id at (b)(2). The
guideline document also shall contain an “emission guideline” providing “criteria for judging the
adequacy” of § 111(d) plans. 40 C.F.R. § 60.22(b)(5); see, 40 Fed. Reg. 53,341 (Nov. 17, 1975).
The emission guideline “reflects the application of the best system of emission reduction
(considering the cost of such reduction) that has been adequately demonstrated.” 40 C.F.R. §
60.22(b)(5). The emission guideline must also allow sub-categorization “when costs of control,
physical limitations, geographical location, or similar factors make [it] appropriate.” Id.

Also under EPA’s regulations, the States have nine months to submit a “plan for the
control of the designated pollutant to which the guideline document applies.” 40 C.F.R. §
60.23(a)(1). The plan “shall include emission standards™ that “shall prescribe allowable rates of
emissions except when it is clearly impracticable.” 40 C.F.R. § 60.24(a), (b)(1). The States have
significant discretion in formulating these plans. Although the “emission standards™ are to be
“no less stringent than the corresponding emission guideline(s), the States may make a case-by-
case determination that a specific facility or class of facilities should be subject to a less-stringent
standard or longer compliance schedule due to 1) cost of control; 2) physical limitation of

installing necessary control equipment; and 3) other factors making the less-stringent standard
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more reasonable. See, 40 C.F.R. § 60.24(c), (f). EPA then has four months to determine
whether the plan meets the requirements discussed above. If EPA disapproves the plan, the State
may correct the deficiencies or, under EPA’s construction, the Agency may issue its own plan
within 6 months of the original submission deadline. See, 40 C.F.R. § 60.27(c), (d).

Although these regulations have never been tested in court, EPA undoubtedly has power
to adopt procedural regulations governing State adoption of plans setting forth performance
standards. But, importantly, and consistent with the statute, the determination of the actual
substantive standards is left to the states.

Existing Source Performance Standards for CO; Emissions from EGUs

In contemplating regulation of existing EGUs, however, EPA appears poised to go
beyond the establishment of procedures and usurp the states’ authority by setting minimum
substantive rcquirements for state performance standards. Having reviewed the statutory and
regulatory requirements for developing standards of performance for existing sources in a
general sense, we now apply that legal framework to COz emissions from EGUs. Although EPA
has not yet issued a proposed guideline document for CO, emissions from existing EGUs, we
offer general observations about potential issues that have already presented themselves.

Fundamentally, § 111(d), as well as EPA’s own regulations, require that emission
reductions be made through adequately demonstrated systems of emission reduction technology.
Under § 111(d), EPA establishes procedures for States to submit plans containing “performance
standards.”  “Performance standards” is defined in § 111(a): “The term °‘standard of
performance’ means a standard for emissions of air poliutants which reflects the degree of
emission limitation achievable through the application of the best system of emission reduction

which (taking into account the cost of achieving such reduction and any nonair quality health and
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environmental impact and energy requirements) the Administrator determines has been
adequately demonstrated.” (Emphasis supplied). And EPA’s guideline document and the
emission guideline contained therein are to “reflect] the application of the best system of
emission reduction (considering the cost of such reduction) that has been adequately
demonstrated.” 40 C.F.R. § 60.22(b)(5); see also, 42 U.S.C. § 7411(1) (definition of “standard
of performance™). The crux of this requirement thus is that the system be, in fact, adequately
demonstrated.

It seems incontrovertible that no post-combustion reduction system has been “adequately
demonstrated” for CO, emissions from EGUs on a broad, commercial scale. A system of carbon
capture and storage is perhaps a decade away from being technologically and economically
feasible. A permitting system for storing CO; emissions underground and a set of legal rules
governing liability for CO, storage has not been put in place in most states. Without an
adequately demonstrated post-combustion control technology, EPA must look to standards based
on cost-effective efficiency improvements at electric generating units, because more efficient
units will produce lower CO; emissions per unit of heat input or electricity output.

EPA and others may believe that efficiency measures will not ensure the amount of CO,
emission reductions they desire. As a result, some groups have proposed EPA be given
flexibility to develop emission guidelines based on trading programs with statewide emissions
caps, increased reliance on lower CO» emitting facilities, or demand-side and non-regulated
source reductions. In short, EPA may attempt to force coal-fueled EGUs to decrease operation
time or retire early, or force utilities to rely more heavily on natural gas and other resources in an
effort to ensure greater CO, emission reductions. Such proposals, often offered as ways of

providing “flexibility,” do not conform to the limitations Congress has ptaced on EPA in the
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Clean Air Act, nor do they properly preserve the primary role of States in the development of
standards of performance for existing sources. Under § 111(d), it is the States, not EPA, that are
authorized to adopt performance standards; therefore it is the States, not EPA, that weigh the §
111(a)(1) factors to determine what technology is adequately demonstrated. Simply put, EPA
lacks statutory authority (and is limited by its own regulations) to issue emission guidelines
seeking reductions of CO, emissions from coal-based EGUs in a manner based on something
other than an adequately demonstrated reduction system for such EGUs.

To the extent § 111(d) provides authority for flexible approaches to establishing
performance standards to seek reductions in CO; emissions, that authority is vested in States, not
EPA. And of course, under § 116, States retain authority to adopt more stringent CO, controls
than EPA has the authority to mandate.

As noted, § 111(d) specifies that EPA’s regulatory authority is limited to developing a
procedure for the submission of state plans. EPA’s general regulations authorizing the issuance
of emission guidelines that establish minimum requirements, depending on how EPA
implements this guideline authority in a particular case, bear on substantive standard-setting.
But EPA does not have the authority to establish minimum substantive requirements.

EPA cannot dictate substantive outcomes. The agency can require that States actually
adopt performance standards based on application of the § 111(a)(1) factors.

States are additionally afforded the discretion to consider “among other factors, the
remaining usefu} life of the existing source to which such standard applies” when developing
performance standards for existing units. Beyond this, § 111(d) does not provide authority for
EPA to reject a State plan if it does not contain a standard of performance as that term is defined,

and based on the factors set forth, in § 111(a)(1).
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In sum, the CAA imposes responsibility for air pollution control at the State and local
levels because of the proximity to existing sources and familiarity with local operating
conditions. State implementation plans are thus the primary architecture of emission controls.
See §§ 107(a); 110(a); 111(d). The “structure of the CAA militates against reading an extra-
statutory requirement into the Act's limitations on state discretion. Because the states enjoy
“wide discretion” in implementing the Act, the imposition of newfound restrictions upsets the
Act's careful balance between state and federal authority. Union Elec. Co., 427 U.S. at 250; see
also Fla. Power & Light Co., 650 F.2d at 587 (" The great flexibility accorded the states under the
Clean Air Act is . . . illustrated by the sharply contrasting, narrow role to be plaved by EPA)YL”
Luminant Generation Co. v. EPA, 675 F.3d 917, 929 (5th Cir. 2012). EPA’s role for existing
sources is therefore “confine[d]...to the ministerial function of reviewing SIPs for consistency
with the Act’s requirements.” Luminant Generation Co. v. EPA, 675 F.3d 917, 921 (5th Cir.
2012).

Conclusion

The prospect for EPA adoption of GHG performance standards for new or existing coal-
based EGUSs raises serious concerns. EPA’s aggressive standards for new coal-based EGUs
indicate a similarly aggressive approach to existing coal-based EGUs, While EPA is authorized
to require States to submit plans containing performance standards, EPA may not dictate what
those performance standards shall be. Nor may EPA require States to adopt GHG performance
standards that are not based on adequately demonstrated technology or that mandate, in the guise
of “flexible approaches,” the retirement or reduced operation of still-viable coal-based EGUs.

These concerns are serious. EPA regulations may harm the nascent economic recovery.

Moreover, our federalist system of government, as implicated in the CAA, requires that EPA
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recognize the rights and prerogatives of States. The extent and form of greenhouse gas

regulation is important to the States; it is critical that States be allowed to play their proper roles

in making the significant policy judgments that are required in adopting any such regulation.
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Mr. WHITFIELD. Thank you, Mr. Pruitt.
Mayor Hale, you are recognized for 5 minutes, and just be sure
to put your microphone on so we can hear you.

STATEMENT OF HON. HENRY HALE

Mr. HALE. Chairman Whitfield, and members of this committee,
it is a great honor to sit here today and testify before the com-
mittee about the Southwestern Electric Power Company, a unit of
American Electric Power, which began serving customers back in
1912, made the announcement in 2006 to build a power plant in
Southwest Arkansas, the John W. Turk Plant, which later became
the single largest project ever constructed in the county where I
live, with a capital investment of $1.8 billion. Hempstead County,
which had been around for 195 years, founded in 1818, is eternally
grateful to SWEPCO and AEP for their decision to build just a mile
or two up the road from my hometown. The plant went into com-
mercial operation on December the 20th, 2012.

SWEPCO went to great length to overcome major environmental
and legal challenges in building Turk, one of the cleanest, most ef-
ficient coal fueled electric generating plants in North America. It
was the culmination of 6 years of successful engineering, construc-
tion, legal, and regulatory effort. Turk is an example of how well
planned teamwork and coordination can make a project of this
magnitude come together. It is the first power plant in the U.S. to
use ultra-supercritical steam technology, which requires a plant to
use less coal, thereby lower the level of emissions, including carbon
dioxide, sulfur dioxide, nitrogen oxide, and mercury.

The Turk plant is a 600 megawatt facility that provides oper-
ation 24 hours a day to meet the growing electrical needs of
SWEPCO and co-op customers in Arkansas, Louisiana, and Texas.
SWEPCO realizes how important it is to plan for the future energy
supply for our states, community, and customers.

The Turk plant is good for the local economy. While America was
enduring difficult economic times, the Turk plant provided con-
struction jobs for a peak of over 2,000 workers, and bring tax rev-
enue to local government. Construction alone generates $38 million
in sale and property revenue. The plan has 109 permanent jobs,
with an annual payroll of $9 million. The plant pays about $6 mil-
lion in annual school, and county, and property tax. I certainly ap-
preciate the tax support generated to the local school district,
which I am an employee.

But it is not about the plant. SWEPCO gave the local college, the
University of Arkansas Community College at Hope, a $1 million
grant to start up a power plant technology degree program early
on in the process. Hundreds have graduated, and many are able to
get jobs at Turk Plant, enhancing education in a part of the State
of Arkansas that desperately needed it in recent years. The Turk
team impacts the local community in a positive way with toy
drives, park improvement for nearby Hope, Fulton, and McNab.
Construction workers and SWEPCO employees also, on site, gave
their time, money, and materials to improve the lives of others in
the area.

The Turk Plant has won several awards this year, including the
Edison Award, from Edison Electric Institution, the 2013 Plant of
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the Year Award from Power Magazine, and 2012 Project of the
Year in the Best Coal Fuel Project category from Power Plant.
I thank you for allowing me to speak to you this day. Thank you.
[The prepared statement of Mr. Hale follows:]
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Chairman Whitfield and other distinguished members of the
subcommittee, my name is Henry Hale and | am the mayor of Fulton,

Arkansas, which is located in Hempstead County.

Southwestern Electric Power Company, a unit of American Electric
Power, which began serving customers back in 1912, made the
announcement in 2006 to build a power plant in Southwest Arkansas.
The John W. Turk, Jr. Power Plant would later become the single largest
project ever constructed in the county where | live, with a capital
investment of $1.8 billion. As you know, the plant went into commercial
operation on December 20, 2012. The citizens of Hempstead County are
proud that SWEPCO and AEP made the decision to build the Turk plant

in our county.

SWEPCO went to great lengths to overcome major environmental and

legal challenges and build Turk, one of the cleanest, most efficient, and
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most advanced coal-fueled electric generating plants in North America.
It was the culmination of six years of successful engineering,
construction, legal and regulatory efforts. Turk is an exceptional
example of how well-planned teamwork and coordination can make a
project of this magnitude come together. It’s the first power plant in
the U.S. to use ultra-supercritical steam technology, which allows the
plant to use less coal, thereby lowering emissions, such as carbon
dioxide. The Turk Plant is a 600-megawatt facility that operates 24
hours a day to meet the growing electrical needs of SWEPCO and co-op
customers in Arkansas, Louisiana and Texas. SWEPCO realizes how
important it is to plan for the future energy supply for our states,

communities and customers.

Besides providing affordable and reliable electricity from coal, the Turk
plant is good for the local economy. While Americans have been
enduring difficult economic times, the Turk Plant has provided
construction jobs for a peak of over two thousand workers, and has
brought much needed tax revenue to local governments. Construction
alone generated $38 million in sales and property tax revenues. The
plant has 109 permanent jobs with an annual payroll of $9 million. The

plant pays $6 million in annual school and county property taxes. As an
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employee of the local school district, | have seen firsthand how the

taxes paid by Turk have benefitted our students.

But it’s not all about the Turk plant itself. SWEPCO gave the local
college, the University of Arkansas Community College at Hope, a $1
million dollar grant to start a power plant technology degree program.
Hundreds have now graduated from the program, enhancing education
in a part of the State of Arkansas that desperately needed it in recent
years. Many of the graduates are now employees at the Turk Plant. The
Turk team has also helped the local communities with toy drives and
park improvements for nearby Hope, Fulton and McNab. Construction
workers and SWEPCO employees gave of their time, money and

materials to improve the lives of others in the area.

The Turk Plant has won several awards, including The Edison Award
from Edison Electric Institute; the 2013 Plant of the Year Award from
Power Magazine; and the 2012 Project of the Year in the Best Coal-

Fueled Project Category from Power Engineering.

Thank you for allowing me to speak before you today about the benefits

of the Turk plant to the local communities and to the customers who
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rely on the plant for clean and reliable electricity. | will be pleased to

answer any questions you might have.



80

Mr. WHITFIELD. Mayor, thanks so much.
And, Mr. Campbell, you are recognized for 5 minutes.

STATEMENT OF TONY CAMPBELL

Mr. CaAMPBELL. Chairman Whitfield, Ranking Member
McNerney, and members of the subcommittee, thank you for the
opportunity to appear before you today. My name is Tony Camp-
bell. I am President and CEO of East Kentucky Power Cooperative,
and I have served in that position since 2009.

East Kentucky Power Cooperative is a generation and trans-
mission cooperative based in Winchester, Kentucky. East Kentucky
Power Cooperative, and its 16 owner-member cooperatives, exist to
serve the end consumer. East Kentucky Power Cooperative gen-
erates electricity at three base load power plants fueled by coal,
and one peaking plant fueled by natural gas. More than 90 percent
of the power that is generated is fueled by coal. East Kentucky
Power Cooperative’s total generating capacity is about 3,000
megawatts, and we employ about 700 employees. More than one
million Kentucky residents and businesses in 87 counties depend
on the power we generate. We also serve some of the neediest Ken-
tuckians. The household income of Kentucky Cooperative members
is 7.4 percent below the state average, and 22 percent below the
national average.

East Kentucky Power Cooperative supports the bipartisan
Whitfield-Manchin discussion draft bill as common sense legisla-
tion that provides important guidelines and parameters for EPA to
follow in developing greenhouse gas regulations for new and exist-
ing power plants without causing irreparable harm to the U.S.
economy. This bipartisan bill is badly needed to ensure EPA does
not promulgate a rule that jeopardizes the country’s energy future,
puts electricity reliability at risk, and severely harms the economy.

While East Kentucky Power Cooperative sympathizes with the
need to address climate change issues on a global scale, we should
not impose immediate changes to this country’s electric infrastruc-
ture, forcing utilities to rely on undeveloped technologies as the an-
sweri That risk may prove greater than the issue it was intended
to solve.

Congress never intended for the Clean Air Act to regulate green-
house gas emissions from power plants. This fact is illustrated by
EPA’s attempts to promulgate greenhouse gas new source perform-
ance standards under Section 111. The administration’s proposed
greenhouse gas performance standards, first issued in April 2012,
demonstrated unequivocally that the administration seeked to end
new coal generation through regulation. In that proposal, EPA
chose not to establish a separate standard for coal-fired units. In-
stead, it lumped coal units together with natural gas fired units
into a new new source performance standard subcategory, and es-
tablished a greenhouse gas emission limit that only some natural
gas combined cycle units can achieve.

These proposed Section 111 regulations have already had a
chilling impact on electricity generation in the U.S. While the cur-
rent low price of natural gas has contributed to the decline in coal-
fired electricity generation, and the resurgence of natural gas fired
units, EPA’s new regulations are an equally important factor in
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this trend. In recent years, electric utilities have faced a daunting
array of environmental regulations on all fronts, air, water, and
waste, that have contributed to the widespread coal-fired unit re-
tirements. Coal fired generation is essential to ensure energy diver-
sity, and to keep the electricity prices low.

There is also a significant national security issue that I would
like to highlight for you. In addition to the realities and risks of
rising natural gas prices, it is simply not feasible or prudent for the
nation’s entire existing coal-fired generation capacity to be
transitioned to natural gas. Natural gas generation requires trans-
portation from natural gas wells to power plants by an intricate
network of interstate pipelines and compressor stations that allow
the gas to be constantly pressurized. These requirements raise not
only infrastructure concerns, but also national security concerns. If
a compressor station were to fail, or become the victim of a ter-
rorist attack, the nation’s electric grid could be placed in jeopardy.

When these natural gas supply requirements are contrasted with
coal, which is plentiful in supply, can be stockpiled at a 30 to 45
day supply, and can be transported by several different methods
without the use of interstate pipelines, it makes no sense to require
wholesale conversions from coal-fired generation to natural gas,
particularly in areas of the country that are rich in coal resources,
and are not located in close proximity to natural gas wells.

Coal fired power plants in the U.S. only contribute approximately
four percent of the global greenhouse gas emissions. The U.S.
power fleet has already reduced CO;, emissions by 16 percent below
2005 levels, with CO; from coal-fired power plants reduced by al-
most 25 percent. The EPA should allow coal-fired power plants to
continue to make these reductions in a reasonable manner, and in
response to market pressures, instead of by regulatory fiat.

Furthermore, the regulation at issue will not have a meaningful
impact on global climate change. The minimal impact that these
regulations will have on the environment further underscores the
need for all greenhouse gas regulations to be economically achiev-
able. While East Kentucky Power Cooperative has significant con-
cerns with the proposed regulations of the new sources, particu-
larly the assumptions on carbon capture and sequestration tech-
nology, our greatest concern relates to regulations for existing
sources.

Pursuant to the consent decree with the EPA, East Kentucky
Power Cooperative has invested almost $1 billion in retrofitting our
existing coal-fired power plants over the last decade with modern
air pollution control equipment. In addition, we have invested more
than one billion, and installed two new cleanest coal-fired units in
the country. An existing source rule that requires carbon capture
and sequestration would leave East Kentucky Power Cooperative
with no choice but to convert these units to natural gas, essentially
wasting the extensive capital investment that we have been forced
to make to lower pollutants from the coal-fired units. This would
result because there is currently no demonstrated technology that
would be able to control greenhouse gas emissions.

Mr. WHITFIELD. Mr. Campbell, your time really has expired. If
you would just summarize real quick?
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Mr. CAMPBELL. I will summarize. Thank you, Mr. Chairman. To
summarize, East Kentucky Power Cooperative appreciates the
work of this committee, and the opportunity to present our views
of the EPA’s regulations on greenhouse gas from power plants. I
would like to reaffirm East Kentucky Power Cooperative’s support
for the Whitfield-Manchin discussion draft bill.

[The prepared statement of Mr. Campbell follows:]
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EKPC is a generation and transmission cooperative based in Winchester, KY. Qur mission is
to provide safe, reliable, affordable electric power to the 16 electric distribution
cooperatives that own EKPC. Nationwide, not for profit electric cooperatives serve 42
million people in 47 states.

We do not believe Congress ever intended for the Clean Air Act to regulate greenhouse gas
emissions from power plants.

The proposed Section 111 regulations have already had a chilling impact on electricity
generation in the U.S. When that proposed rule was issued, approximately 15 coal-fired
power plants had received a PSD permit, but had not yet commenced construction. By the
time the rule was withdrawn and re-proposed in 2013, most of those plants had been
scrapped due to regulatory uncertainty, despite the exemption EPA included in the
proposed rule.

In recent years electric utilities have faced a daunting array of environmental regulations on
all fronts - air, water, and waste - that have contributed to widespread unit retirements.
Coal-fired generation is essential to ensure energy diversity and to keep electricity prices
low. Although natural gas prices are currently low, recent data from the United States
Energy Information Administration (“EIA”) shows that natural gas prices have increased by
more than 50% since April 2012.

In addition to the realities and risks of rising natural gas prices, it is not feasible for the
nation’s existing coal-fired generating capacity to be transitioned to natural gas. Natural gas
generation requires transportation from natural gas wells to power plants via an intricate
network of interstate pipelines and compressor stations. These requirements raise
infrastructure and national security concerns.

EKPC'’s greatest apprehension relates to regulations for existing sources. EKPC operates
three baseload power plants fueled by coal and one plant operated by natural gas-fired
combustion turbines. EKPC has invested almost $1 billion in retrofitting existing coal-fired
power plants with modern air pollution control equipment. Further, EKPC spent another $1
billion to construct two of the cleanest coal units in the country. An existing source rule that
requires CCS would leave EKPC, with no choice but to convert these units to natural gas,
essentially wasting the extensive capital investments that have been made to lower
pollutants from the coal-fired units.

EKPC is very worried about the supply of electricity to its rural cooperative members and
its cost. There is a lack of technology that would allow EKPC to control GHG emissions, and
a lack of demonstrated benefits to the environment. Most if not all coal-fired units will be
forced to retire as a result of the regulation of GHG emissions, which would astronomically
increase electricity rates and ultimately cause further job losses.
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A, Introduction

Chairman Whitfield, Ranking Member Rush and members of the Subcommittee, thank you for
the opportunity to appear before you today. My name is Anthony S. “Tony” Campbell. I am the
President and CEO of East Kentucky Power Cooperative (“EKPC”), and | have served in that
position since 2009. I have previously served as CEO of Citizens Electric Cooperative in
Missouri, and my career has also included positions at Corn Belt Energy and Soyland Power
Cooperative, both in lilinois. I have a Bachelor’s degree in Electrical Engineering from Southern
Iilinois University and a Master’s degree in Business Administration from the University of
IHlinois.

Nationwide, not for profit electric cooperatives serve 42 million people in 47 states. While about
12 percent of the nation’s meters are members of a rural electric cooperative, those co-ops own
and maintain 42 percent of the nation’s electric distribution lines, covering three quarters of the
nation’s landmass. Electric cooperatives employ about 70,000 people nationwide.

EKPC is a generation and transmission cooperative based in Winchester, Ky. Our mission is to
provide safe, reliable, affordable electric power to the 16 electric distribution cooperatives that
own EKPC. EKPC generates electricity at three baseload power plants fueled by coal and one
peaking plant fueled by natural gas. More than 90 percent of the power we generate is fueled by
coal. EKPC’s total generating capacity is about 3,000 megawatts, and that power is delivered
over a network of high-voltage transmission lines totaling about 2,800 miles. EKPC employs
about 700 people.

More than 1 million Kentucky residents and businesses in 87 counties depend on the power we
generate. Our 16 owner-member cooperatives serve mainly rural areas in the Eastern and
Central two-thirds of Kentucky. EKPC and its member cooperatives exist only to serve their
members. Our electric cooperatives serve some of the most remote parts of Kentucky. The
terrain in this region varies from rolling farmland in Central Kentucky to mountains in the
eastern portion. On average, our cooperatives have about 9 consumers per mile of power line,
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while investor-owned utilities average 37 consumers per mile and municipal utilities average 48
consumers. We also serve some of the neediest Kentuckians. The household income of
Kentucky cooperative members is 7.4 percent below the state average, and 22 percent below the
national average.

B. Use of the Clean Air Act to Regulate Greenhouse Gases from Electric Utility Units

Congress never intended for the Clean Air Act to regulate greenhouse gas emissions (“GHG”)
from power plants. This fact is illustrated by EPA’s attempts to promulgate GHG new source
performance standards (“NSPS”) under Section 111. The Administration’s proposed GHG
NSPS, first issued in April 2012, demonstrated unequivocally that the Administration seeks to
end new coal generation through regulation. In that proposal EPA chose not to establish a
separate standard for coal-fired units; instead, it lumped coal units together with natural-gas fired
units into a new NSPS subcategory, and established a GHG emission limit that only some natural
gas combined cycle units can achieve. These proposed Section 111 regulations have already had
a chilling impact on electricity generation in the U.S. When that proposed rule was issued,
approximately 15 coal-fired power plants had received a PSD permit but had not yet commenced
construction. By the time the rule was withdrawn and re-proposed in 2013, most of those plants
had been scrapped due to regulatory uncertainty, despite the exemption EPA included in the
proposed rule. The impact of the proposed GHG NSPS on already permitted new coal plants
was fully realized when EPA did not finalize the proposed GHG NSPS rule within a year after
proposing it, and instead, re-proposed the rule in September without any exemption for
transitional sources. EPA recognized in the preamble to the rule that there are only three new
coal units under development that would not include carbon capture and sequestration (“CCS™),
the proposed Wolverine project in Michigan, the Washington County project in Georgia, and the
Holcomb project in Kansas.

Just last month the Supreme Court agreed to hear a challenge to EPA’s regulations requiring
major sources to obtain permits for GHG emissions along with traditional pollutants. The
specific issue for which the Court granted certiorari is “whether the Agency’s regulation of
GHGs from new motor vehicles triggered permitting requirements under the Clean Air Act for
stationary sources.” This case, Utility Air Regulatory Group v. EPA, tests EPA’s authority to use
the Endangerment Finding and the determination that GHGs from new motor vehicles must be
regulated to protect public health and welfare as the basis to require PSD permits for new major
sources of GHGs and major modifications to existing major sources of GHGs. Although this
appeal will likely not directly address the regulations EPA is developing under Section 111 of
the Clean Air Act, the real possibility that EPA’s regulation of GHG emissions under the PSD
permitting program may be struck down by the Supreme Court underscores the importance of
Congressional guidance in this area.

While the current low price of natural gas has contributed to the decline in coal-fired electricity
generation and the resurgence of natural gas-fired units, EPA’s new regulations are an equally
important factor in this trend. In recent years electric utilities have faced a daunting array of
environmental regulations on all fronts — air, water, and waste — that have contributed to
widespread unit retirements. According to the American Coalition for Clean Coal Electricity,
EPA’s rules have contributed to the closure of some 300 existing coal-fired units in 33 states.
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Coal-fired generation is essential to ensure energy diversity and to keep electricity prices low.
Although natural gas prices are currently low, recent data from the United States Energy
Information Administration (“EIA™) shows that natural gas prices have increased by more than
50% since April 2012. EIA’s Annual Energy Outlook for 2013 projects that natural gas prices
for the electric power sector will continue to increase by about 3.7% each year until 2040, and
that total electricity demand will increase by 28% by 2040." These estimates underscore the
need for a diverse fuel mix that includes coal to meet these energy demands.

In addition to the realities and risks of rising natural gas prices, it is simply not feasible for the
nation’s entire existing coal-fired generating capacity to be transitioned to natural gas. Natural
gas generation requires transportation from natural gas wells to power plants via an intricate
network of interstate pipelines and compressor stations that allow the gas to be constantly
pressurized. These requirements raise not only infrastructure concerns but also safety and
national security concerns. If a key compressor station were to fail or be targeted in a terrorist
attack, the nation’s electric grid would be placed in jeopardy. When these natural gas supply
requirements are contrasted with coal which is plentiful in supply, can be stockpiled at a 30-45
day supply, and can be transported via several different methods without the use of interstate
pipelines, it makes no sense to require wholesale conversions from coal-fired generation to
natural gas, particularly in areas of the country that are rich in coal resources and are not located
in close proximity to natural gas wells.

Further regulations limiting GHG emissions from fossil fuel electric generating units are
unnecessary and unreasonable. Coal-fired power plants in the U.S. contribute only
approximately 4% to global GHG emissions.” The U.S. power fleet has already reduced CO,
emissions by 16% below 2005 levels, with COz from coal-fired power plants reduced by almost
25%.% These reductions are a result of the utility sector’s shift to natural gas generation, EPA
should allow coal-fired power plants to continue to make these reductions in a reasonable
manner and in response to market pressures, instead of by regulatory fiat. Furthermore, the
regulations at issue will not have a meaningful impact on global climate change. The minimal
impact that these regulations will have on the environment further underscores the need for all
GHG regulations to be economically achievable. Currently, EPA is developing GHG regulations
for new and existing power plants without adequate input from coal states. None of EPA’s
listening sessions are located in Kentucky or any other coal state. Congressional action is
necessary to keep EPA from regulating all coal-fired electricity generation out of existence.

C. The Whitfield-Manchin Discussion Draft Bill

EKPC supports the bipartisan Whitfield-Manchin discussion draft bill as common-sense
lcgislation that provides important guidelines and parameters for EPA to follow in developing
GHG regulations for new and existing power plants without causing irreparable harm to the U.S.
economy. The Whitfield-Manchin discussion draft is different from many of the other bills and

i EIA, Annual Energy Outfook 2013, April 2013, http://www.eia.gov/forecasts/aco/.

EPA Greenhouse Gas Reporting Program Data, available at
hitp://epa.gov/ghgreporting/ghgdata/reported/powerplants.html and Ecofys, World GHG Emissions Flow Chart
2010, available at http://www.ecofys.com/files/files/asn-ecofys-2013-world-ghg-emissions-flow-chart-2010.pdf.
3 EIA, Monthly Energy Review, October 2013,
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legislative riders that have been introduced in recent years, in that it does not seek to strip EPA
entirely of its authority to regulate GHGs under the Clean Air Act. It narrowly responds to only
one regulatory initiative by EPA — EPA’s proposed regulation of GHG emissions from power
plants under Section 111 of the Clean Air Act. This bipartisan bill is badly needed to ensure
EPA does not promulgate a rule that jeopardizes the country’s energy future, puts electricity
reliability at risk, and severely harms the economy.

Although EPA’s re-proposed GHG NSPS rule purportedly addressed many of the concerns
raised in comments to the 2012 proposal, there are still many troubling aspects of the rule that
require Congressional action. First, the proposed rule assumes that no new traditional coal-fired
units will be built in the future and considers only IGCC and synfuel units in the rule’s Best
System of Emission Reduction (BSER) analysis for new coal-based unit CO; limits. Second, the
proposed rule eliminated the 30-year compliance option that would have allowed utilities time to
phase in use of carbon capture and storage (CCS). Instead, at least partial CCS is required to be
implemented in new coal-fired power plants if new coal units are to achieve the BSER CO»
limits. EPA identifies CCS projects that are currently being developed as evidence that CCS
technology has been adequately demonstrated. However, none of the U.S. projects involve
traditional coal units. Three of those projects are IGCC facilities that can more readily sequester
COs than conventional coal-fired power plants, and one project is a demonstration project at the
Boundary Dam power station in Saskatchewan, Canada. In addition, EPA points to the Great
Plains Synfuels project and a pilot CCS project that was operated at American Flectric Power’s
Mountaineer Station in 2009 but subsequently cancelled, as examples of projects that have
successfully implemented CCS. None of the generation projects are complete or currently
operational and the synfuels project should not be used as a comparison for the electric
generation industry.

All of the four CCS projects identified by EPA as currently under development® have received
government funding. The Kemper [GCC project, which received a $270 million federal grant
and $412 million in federal tax credits, recently announced that it will miss its May 2014
completion deadline. Delays at the Kemper IGCC project have contributed to an almost $5
billion cost that is almost double the original estimated cost of around $2.8 billion.> In addition,
the Boundary Dam project recently announced a $115 milllon cost overrun despite receiving
$240 million in funding from the Canadian government All of the four projects plan to sell
captured CO; for enhanced oil recovery. EPA has not considered the taxpayer-funded portion of
these project costs and does not appear to have accounted for cost overruns in its BSER analysis.

Any GHG emissions limit under Section 111 must reflect “the application of the best system of
emission reduction which ... the Administrator determines has been adequately demonstrated.”
EPA has not presented any real evidence that CCS is adequately demonstrated. EKPC supports

* EPA identified Southern Company’s Kemper County Energy Facility, SaskPower’s Boundary Dam CCS Praject,
Summit Power Group’s Texas Clean Energy Project (recipient of a $450 million federal grant), and Hydrogen
Energy California, LLC’s proposed IGCC facility (recipient of a $408 million federal grant).
* Associated Press, Kemper Counrv power projecr cost approaches 83 billion with latest rise (updated Oct. 29, 2013
N /mississippi-press-business/2013/10/kemper_county_power project_co.htmi.
¢ Bruce Johnstone, SaskPower CEO says 1CCS project 8 115M over budget, Regina Leader-Post (Oct. 18, 2013),
http://www.leaderpost.cam/business/energy/SaskPower+savs+HCCS+project+115M+overtbudget/9035206/storv. ht
ml.
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the language in the draft bill that would prevent EPA from imposing any GHG emission standard
on new coal-fired units until such limit has been achieved by representative coal-fired units for at
least a year, because EPA’s determination that CCS has been adequately demonstrated does not
reflect reality.

EKPC’s greatest concern relates to regulations for existing sources. As stated earlier, EKPC
operates three baseload power plants fueled by coal and one plant operated by natural gas-fired
combustion turbines. Pursuant to a consent decree with EPA, EKPC has invested almost $1
billion in retrofitting existing coal-fired power plants with modern air pollution control
equipment. Further, EKPC spent another $1 billion to construct two of the cleanest coal units in
the country. An existing source rule that requires CCS would leave EKPC with no choice but to
convert these units to natural gas, essentially wasting the extensive capital investments that have
been made to lower pollutants from the coal-fired units. This would result because there is no
demonstrated technology that would be able to control GHG emissions. In addition, EKPC has
already expended all of its investment capital on pollution controls under the consent decree and
has no additional funds to invest in new, expensive technologies such as CCS. The costs
associated with such a transition would represent a devastating and unfair impact to our rural
members who have already paid for poliution control upgrades to EKPC’s existing generating
units, only to deal with much higher electricity rates. Higher electricity rates would further harm
Kentucky’s economy, where coal production has decreased by 64% since 2000. Recent coal
mining employment figures released by the Kentucky Energy and Environment Cabinet show
only an estimated 12,342 individuals employed in Kentucky coal mines — the lowest level
recorded since 1927 when the Commonwealth began keeping mining employment statistics.”
With higher rates, manufacturing jobs would also disappear, further compounding the impact to
the economy from the loss of mining jobs. These dire figures demonstrate that Congressional
action is sorely needed to ensure that coal-fired generation can continue in states like Kentucky.

These concerns extend to Governor Beshear’s Kentucky Climate Action Plan which proposes
significant GHG emissions reductions from the electric generating sector beginning in 2020.
Reductions at this level will result in the shutdown of EKPC’s coal units for which hundreds of
millions dolfars have been spent on pollution controls to ensure that the units could comply with
EPA’s many new environmental regulations. EKPC, instead, favors an approach like the one
that the Whitfield-Manchin discussion draft billi contemplates, which we believe will foster more
flexible, creative approaches to reducing GHGs from new and existing sources.

Even if we ignore the economic devastation that will resuit from an adverse existing source rule,
Congressional action is also necessary to prevent Section 111(d) from being used to regulate
GHG emissions from existing power plants. It is EKPC’s view that the discussion draft bill does
not go far enough, since the bill seems to assume that Section 111(d} is an appropriate vehicle for
regulating GHG emissions from existing stationary sources. The discussion draft bill requires
only that Congress set an effective date for any standard of performance for existing sources
under Section 111(d) and that such rules or guidelines may not take effect unless the
Administrator has submitted to Congress a report containing:

7 Kentucky Energy and Environment Cabinet, Kentucky Quarterly Coal Report, Q2 2013,
httpi//energy ky.gov/Coal%20Facts%20L ibraryv/Kentucky%20Quarterly%20Coal %2 0Report%20(Q2-2013).pdf
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(1) the text of such rule or guidelines;

(2) the economic impacts of such rule or guidelines, including potential effects on
economic growth, competitiveness and jobs, and on electricity ratepayers; and

(3) the amount of GHG emissions that such rule or guidelines are projected to reduce as
compared to overall GHG emissions.

While this may have the result of delaying indefinitely any regulations that EPA may promulgate
under Section 111(d), EKPC supports a more permanent solution that clarifies that Section
111(d) cannot be used to reguiate GHG emissions from existing power plants. Regardless of
whether the utility sector may eventually succeed in challenging these regulations, Congress
should put an end to the regulatory uncertainty surrounding existing power plants and clarify that
Section 111(d) and, in fact, Section 111 as a whole, is not the appropriate mechanism for
regulating GHG emissions from electric generating units.

C. Conclusion

EKPC appreciates the work of this Committee and the opportunity to present our views on
EPA’s regulation of GHGs from power plants. To summarize, EKPC’s main concern is for our
rural cooperative members. There is a lack of technology that would allow EKPC to control
GHG emissions, and a lack of demonstrated benefits to the environment. Most if not all coal-
fired units will be forced to retire as a result of the regulation of GHG emissions, which would
astronomically increase electricity rates and ultimately cause further job losses. EKPC believes
the transportation and national security concerns presented by natural gas pipelines and
compressor stations, as well as the upward trend in natural gas prices make conversion to a gas-
fired utility fleet much too risky for this country’s energy security. [ would like to reaffirm
EKPC’s support for the Whitfield-Manchin discussion draft bill. Congressional action is sorely
needed to end the regulatory uncertainty surrounding the electric power sector and put the
country back on a path toward full economic recovery.
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Mr. WHITFIELD. Thank you very much.
And, Ms. Tierney, you are recognized for 5 minutes.

STATEMENT OF SUSAN F. TIERNEY

Ms. TiERNEY. Thank you, Mr. Chairman. Representative
McNerney, and members of the subcommittee, I appreciate the
chance to be here. I understand the premise for the bill you are
considering today is a concern that the EPA’s actions will have the
effect of barring the ability of coal in new power plants and exist-
ing power plants, and will have a negative impact on electricity
consumers and the economy.

In light of the market realities that we are experiencing in the
United States today and ahead, I think this concern is misplaced
for several reasons. First, various abundant domestic energy re-
sources are competing to supply affordable, reliable, and clean elec-
tricity supply. That is happening now, and it is good for Americans.

Second, EPA’s taking action under Section 111 will help to clarify
the rules of the road under which coal and natural gas will com-
pete with each other, and with other power supplies and tech-
nologies in the future. Having clear rules and regulatory stability
will help a positive investment environment at a time when the na-
tion stands to spend up to a trillion dollars on new generating ca-
pacity in parts of the country.

Third, putting the rules in place will help EPA address pollut-
ants that have been found to threaten public health, and the wel-
fare of current and future generations, and they will allow a path-
way for coal and natural gas to be part of our vibrant energy sup-
ply. EPA’s action under Section 111 is important for public health,
and is consistent with domestic energy resource development and
use as part of a reliable, affordable, competitive clean energy sup-
ply, and there are several reasons why I reached that opinion.

First, coal has been the dominant fuel, and remains the domi-
nant fuel, used to generate electricity in the United States in no
small part because of its affordability in its price. Second, the level
of coal used has varied dramatically over the years as new develop-
ments in technologies and fuel developments in prices have brought
about changes in the supply mix, including nuclear power, renew-
able energy, and much more natural gas.

Until recently, these economic conditions greatly favored the use
of coal, but the shale gas revolution has fundamentally changed
that situation. This other abundant domestic supply is now eco-
nomically accessible, can supply 100 years at today’s levels of con-
sumption, and it can play an important role in helping the U.S. re-
duce greenhouse gas emissions from power supply. Abundant do-
mestic supply of renewable energy also can supply these outcomes.

Currently, low gas prices are putting economic pressure on coal
facilities. We see the forward natural gas prices continuing to make
it attractive to invest in natural gas, as compared to coal-fired gen-
erator facilities. This economic pressure is lowering, not raising,
electricity prices, and has been the case around the country, and
there is more market pressure on coal as a result of that. This has
contributed to the announcements of retirements of some of the
oldest and least efficient coal-fired generating units, and the eco-
nomics of over 100 power plants that had been proposed to be built
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on coal have been gradually cancelled because of those poor eco-
nomic alternatives. Today the fuel of choice is natural gas for
power generation, as well as renewable power projects. And, as we
have heard today, it is away from coal.

The bottom line for electricity market fundamentals is that coal
and natural gas are in strong competition, will remain so. They
were at head to head to competition, in terms of market shares, a
year ago, in 2012, and coal has regained a small portion of the com-
petitive share that gas had taken away. These market dynamics
have been important for helping the United States and the electric
industry provide power reliably and affordably to consumers at low
prices, and that will continue. They are affording the U.S. the op-
portunity to diversify, not otherwise, its overall mix of supplies.

The industry’s responses to the EPA regulations will stimulate
much needed economic activity and modernization of the electric
system. Again, the investors in this industry need certainty, and
the EPA greenhouse gas rules are providing that, in light of the
fact that they have been expected for many years, and are on their
way. The recent changes in coal use have taken place at a time
when production has remained relatively strong, in large part be-
cause of the export growth that we have seen.

And, finally, let me just summarize by saying that the EPA’s 111
regulations for new and existing power plants will allow flexibility,
and pathways for coal and gas to play an important role going for-
ward in our electricity supply.

Thank you.

[The prepared statement of Ms. Tierney follows:]
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Summary of Testimony

Good morning, Chairman Whitfield, Ranking Member Rush, and Members of the Subcommittee. My
testimony focuses on the context for the Congressional consideration of the Whitfield-Manchin bill. If
enacted, the bill would limit the ability of the U.S. EPA, under the Clean Air Act (Section 111), to adopt
regulations addressing GHG emissions from new power plants and to issue guidance for regulating
GHG from existing power plants.

I understand that the premise for the bill is a concern that the EPA’s actions will have the effect of
barring the ability to burn coal in new power plants and will have a negative impact on electricity
consumers, the economy and the coal industry. In light of market realities affecting the nation's power
system, [ think that this concern is misplaced, for several reasons.

First, various abundant domestic energy resources are competing to supply affordable, reliable and
clean electricity supply to consumers. This is beneficial for American consumers and for the economy.
Second, EPA’s taking action under Section 111 will help to clarify the ‘rules of the road’ under which
coal and natural gas will compete with each other and with other fuels/technologies in the future.
Having clear rules and regulatory stability will help support a positive investment environment at a
time when new capacity and investor support for billions of financing will be needed to be added in
many parts of the country. Third, putting the rules in place will allow EPA to address pollutants that
have been found to threaten public health and the welfare of current and future generations of
Americans, and to do so in a sector that produces one third of total GHG emissions in the U.S. The
EPA’s regulations will allow paths for the continued use of coal (and natural gas) as part of the nation’s
energy supply.

EPA action under Section 111 of the CAA is important for public health and is consistent with the goals
for domestic energy resource development and use as part of a reliable, affordable, competitive and
clean energy supply. My opinion is grounded in several facts and conditions in energy markets:

* Coal has been the dominant fuel used to generate electricity in the U.5., in no small part due to the
nation’s abundant supply of coal, and its historically low production costs.

* The level of coal use for power production has changed over the years, along with developments in
new power generating technologies, changes in the cost to build different types of plants, and
changes in the relative prices of fuels.

*  Until recently those economics greatly favored use of coal. But the recent shale gas revolution has
fundamentally changed that situation. This other abundant domestic fossil fuel is now
economically accessible, can also supply over 100 years of demand at today’s consumption rates,
and can play an important role in helping the U S. reduce GHG emissions from power supply.
Abundant domestic supply of renewable energy (with zero fuel costs) also enable such outcomes.

* Currently low gas prices are putting economic pressure on coal facilities in most parts of the U.5.
Gas-fired generation has increased, while coal-fired generation has decreased. Low prices in

1
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forward natural gas markets has caused natural gas to become a better value, when compared to
the cost of electricity generation at many coal-fired power plants.

= This in turn has led to lower wholesale electricity prices, which has in turn put significant market
pressure on use of coal for power generation at many existing plants and new ones. It has
contributed to announcements of retirements for some of the oldest, smallest and least-efficient coal
plants. And the economics of over a hundred proposed new coal-fired power plants gradually
became less attractive, leading to cancellations of projects.

= The “fuel of choice” for new power generation capacity planned and under construction by electric
utilities and independent power producers has shifted to natural gas and renewable power plants,
and away from coal.

s The bottom line of electricity market fundamentals is that coal and natural gas are in strong
competition for market share. Such inter-fuel competition is not new in the power industry.

®  These market dynamics have been important for helping the electric industry provide power to
consumers {and to the U.5. economy) at relatively low prices in the past few years. These
developments have also afforded the U.S. with the opportunity to simultaneously diversify its
overall mix of power supplies using domestic energy resources.

* The industry’s responses to the EPA regulations and market conditions — in the form of investments
in environmental control technologies, new power plants, and other responses - will stimulate
much-needed economic activity and modernization of the electric system. Investors in the nation’s
power sector need regulatory certainty, especially at a time when the industry is poised to spend an
estimated billion dollars on power generation in upcoming years. The EPA GHG rules for power
plants have been expected for many years.

*  The recent changes in coal’s use in power generation have taken place during a period in which
U.S. domestic production of fossil fuels has remained relatively strong in part due to increased
exports of coal in recent years,

The nation’s various abundant domestic energy resources are competing to supply affordable, reliable
and clean electricity supply to consumers. This is beneficial for American consumers and for the U.S.
economy, and EPA’s actions under Section 111 will not adversely undermine the ability of the nation to
rely on domestic resources for power generation.
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Summary of Testimony

Good morning, Chairman Whitfield, Ranking Member Rush, and Members of the Subcommittee.

My name is Susan Tierney, and I am a Managing Principal at Analysis Group, Inc., a 650-person

economic consulting firm headquartered in Boston, Massachusetts.

I appreciate the opportunity to testify today and to provide information on the context for the
Congressional consideration of the Whitfield-Manchin bill. If enacted, this bill would limit the
ability of the U.S. Environmental Protection Agency (“EPA”) under Section 111 of the Clean Air
Act (“CAA”) to adopt regulations addressing greenhouse gas (“GHG") emissions from new power

plants and to issue guidance for state plans to reduce GHG emissions from existing power plants.

I understand that the premise for the bill is a concern that the EPA’s actions under Section 111 will have
the effect of barring the ability to burn coal in new power plants and will have a negative impact on
electricity consumers, the economy and the coal industry. Inlight of market realities affecting the

nation’s power system, I think that this concern is misplaced, for several reasons.

! As indicated on my “Truth in Testimony” form, I am testifying on my own behalf, and neither on behalf of a
governmental entity nor a non-governmental entity (other than myself). 1 have not received a federal grant (or subgrant)
or contract (or subcontract) during the current fiscal year or either of the two preceding fiscal years.
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= First, various abundant and domestic energy resources are competing to supply affordable, reliable
and clean electricity supply to consumers. This is beneficial for American consumers and for the

economy.

» Second, EPA’s taking action under Section 111 will help to clarify the ‘rules of the road’ under
which coal and natural gas will compete with each other and with other fuels and technologies in
the future. Having clear rules and policy stability will help support a positive investment
environment at a time when new generating capacity and investor support for billions in financing

will be needed in many parts of the country

= Third, putting the rules in place will allow EPA to address pollutants that have been found to
threaten public health and the welfare of current and future generations of Americans, and to do so
in a sector that produces one third of total GHG emissions in the U.S. The EPA’s regulations will
allow paths for the continued use of coal (and natural gas) as part of the nation’s electric energy
supply.

My opinions are grounded in several facts and conditions in energy markets, which I explain further in

my testimony below.

EPA action under Section 111 is important from a public health point of view, and is consistent
with the goals for domestic energy resource development and use as part of a reliable, affordable,
competitive and clean energy supply. Based on my nearly three decades of public and private-
sector experience in electric system economics, policy and regulation, I think that Americans and
the U.S. economy will benefit from EPA having the opportunity to take action as now directed

under Section 111. My opinions stem from my knowledge of competitive power markets, fuel

2
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markets (including natural gas and coal), the processes for permitting, developing and financing
new energy facilities, and the diversity of ways that the electric industry provides reliable, efficient
and clean electricity to consumers.? I respectfully urge you not to approve the Whitfield-Manchin

bill.

2 As indicated in my attached CV, I have been involved in issues related to public utilities, ratemaking and electric
industry regulation, and energy and environmental econemics and policy for over 25 years. During this period, I have
worked on electric and gas industry issues as a utility regulator and energy/environmental policy maker, consultant,
academic, and expert witness. ] have been a consultant and advisor to private energy companies, grid operators,
government agencies, large and small energy consumers, environmental organizations, foundations, Indian tribes, and
other organizations on a variety of economic and policy issues in the energy sector. Before becoming a consultant, [ held
several senior governmental policy positions in state and federal government, having been appointed by elected
executives from both political parties. Iserved as the Assistant Secretary for Policy at the U.S. Department of Energy
from early 1993 through summer 1995. I held senior positions in the Massachusetts state government as Secretary of
Environmental Affairs; Commissioner of the Department of Public Utilities; and Executive Director of the Energy
Facilities Siting Council. My Ph.D, in regional planning is from Cornell University. I previously taught at the University
of California at Irvine, and recently at the MIT. [ currently sit on several non-profit boards and commissions, including
as chair of the Advisory Council of the National Renewable Energy Laboratory; chair of ClimateWorks Foundation; a
director of World Resources Institute, the Energy Foundation, and the Alliance to Save Energy; and a member of the
Bipartisan Policy Center’s energy project, of the National Petroleum Council, and of the NYISO’s Environmental
Advisory Council; and as co-lead convening author of the Energy Supply and Use chapter of the National Climate
Assessment. recently served on the Secretary of Energy’s Advisory Board, where I was a member of its Shale Gas
Production Subcommittee; and chaired the Palicy Subgroup of the National Petroleum Council's study of the North
American natural gas and oil resource base. Previously, I served as co-chair of the National Commission on Energy
Policy; a representative to committees of the North American Electric Reliability Council; and a member of the National
Academy of Sciences” Committee on Enhancing the Robustness and Resilience of Electrical Transmission and
Distribution in the United States to Terrorist Attack. Ihave participated in countless studies, blue-ribbon commissions
and other relevant analyses over my career. Ihave been invited to speak on U.S. electricity and energy markets at
conferences sponsored by the National Association of Regulatory Utility Commissioners, the Bipartisan Policy Center,
the Massachusetts Institute of Technology, the National Association of Clean Air Agencies, the National Governors
Association, the Keystone Board, various universities (Harvard, Northwestern, MIT, Yale, University of Michigan,
Boston University, University of Rochester, University of Colorado at Boulder, Wharton, Tufts, and others), and other

organizations.
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1. The U.S. has many abundant and diverse domestic energy resources that are competing
actively to provide electric power generation

Today's electricity market is becoming more diverse as it also becomes more efficient, more
affordable and cleaner. The backdrop for this positive outlook for the nation’s electric resource

mix is a history with much less diversity and with periodic concerns about energy security.

a. Coal has been the dominant fuel used to generate electricity in the LS,

For my entire lifetime, coal has been the dominant fuel used to generate electricity in the U.S. Coal
has also been a steady feature of overall U.S. energy supply, with coal production exceeding both
natural gas and crude oil production in the U.S. for over half of the last sixty years (including the
period from 1984 through 2010), as shown in Figure 1. This resulted in no small part from the
nation’s abundant coal resource base, as well as the relatively low domestic production prices

compared to natural gas and crude oil, as shown in Figure 2.

Figure 1

U.S. Energy Production by Energy Source (1949-2013)
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Source: Energy Information Administration (“EIA”), “Annual Review of Energy”

Figure 2

November 14, 2013

U.5, Fossil Fuel Production Prices {1949-2011}
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b. The level of coal use for power production has changed over the years

The overall level of coal used in the U.S. for power generation has varied over time, in large part

with the advent of new power generation technologies (including nuclear energy, combined-cycle

natural-gas technology, advanced coal generating technologies, wind, solar), and changes in cost to

develop/construct/finance/operate different types of plants. Coal’s relative attractiveness for

power production has also been greatly affected by fuel prices and changes in cost to deliver fuel

to power plants. In turn, major changes in federal energy, environmental and economic law and
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policy (among others), and many other changes in state statures and regulation, have affected the

relative roles that different fuels and technologies have played at different points in U.S. history.

Figure 3 shows the overall percentage of power generated by different fuels, from 1949-2013, along
with significant changes in relevant federal laws. Development of federal hydroelectric projects
during the New Deal’s rural electrification period led to substantial reliance on water as the second
largest source of energy for electricity (with coal as the first largest source). Nuclear power entered
the market several decades after 1950s-era federal laws supported commercialization of the atom
and investment in nuclear plants.* After price spikes following the OPEC oil embargo in 1973,
Congress adopted laws limiting oil and natural gas for power generation, and coal regained
market share for many years.* Natural gas began to rebuild its role after federal laws suppotting -
deregulation improved supplies and lowered prices of gas, and its relatively clean-burning profile
gave it certain advantages for new power plant permitting in many parts of the country, once the
CAA was passed in 1990.° Gas got another boost after around 2000, as competition in the
wholesale power markets® and electric industry restructuring in many states led to development of
a significant amount of new gas-fired capacity. Nevertheless, the fact that existing-coal-fired
power plants were grandfathered for many years under sections of the CAA also contributed to
coal’s ability to continue to play a significant role in producing electricity, even as natural gas and

renewables have gained market shares.

3 For example, through the Atomic Energy Act of 1954, with the Price Anderson Act in 1957,
# The Fuel Use Act was enacted in 1978, but was later repealed in 1987
¥ See the 1978 Natural Gas Policy Act, the 1989 Natural Gas Wellhead Decontrol Act.
® See the Energy Policy Act of 1992 and the Energy Policy Act of 2005,
6
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Figure 3

U.S. Electricity by Percentage Fuel Type {1949-2013)
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Power generation shares (by fuel) also depend significantly on the cost of fuels as they have
changed over time, in absolute terms and in relationship to each other. Figure 4 shows the same
generation-by-fuel information as displayed in Figure 3 for the years 1994-2013, but also includes

information about the changes in prices of coal, natural gas and oil fuels.”

7 These are displayed on a comparable dollar-per-MMBtu of energy basis.
7
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Figure 4
.S, Electricity by Percentage Fuel Type {1994-2013}

Fossil Fuel Prices to the Electric Sector by Fuel Type {1994-2013)
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Source of data on electricity: U.S. EIA, “Annual Review of Energy”

c.  Until recently those economics greatly favored use of coal, but the recent shale gas
revolution has fundamentally changed that situation.

Even as coal use has changed over the years, it has still played the dominant role in producing
electricity for over six decades. It was not until recent developments in natural gas drilling and
production technologies spurred the “revolution” in domestic supplies of natural gas, that coal

experienced close to equal power-production market shares with another fuel (when that occurred
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for a single month, in April 2012, as shown in Figure 5).8 Indeed, even with such recent head-to-

head competition with natural gas, coal has persisted as a large player in the U.S. power market.

Figure 5

W.S. monthly net electric power generation, January 2007 - March 2013
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Source: EIA, Today in Energy, May 23, 2013

The currently low natural gas prices are putting economic pressure on coal facilities in most parts
of the U.S. Even taking into account the effects of the economic downturn on power plant output
(and electricity demand) that begin in 2008, lower gas natural gas prices and higher coal prices to
utilities and independent power producers (as shown in Figure 6, below) have meant that gas-fired
power plants increased their output (from 20 percent of all power production in the U.S. in 2007, to

28 percent to date in 2013), while coal-fired generation decreased (from 50 percent in 2007 to 39

& “After an equal share of electric power was generated from coal and natural gas in April 2012, EIA's most recent
preliminary data through March 2013 show coal has generated 40% or more of the nation's electricity each month since
November 2012, with natural gas fueling about 25% of generation during the same period.” Source: EIA, Today in
Energy May 23, 2013: “Coal regains some electric generation market share from natural gas,”
http://www.eia.gov/todayinenergy/detail.cfm?id=11391
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percent 2013 (through September)(.* Gas-fired generation increased in absolute terms, while coal-

fired generation decreased in absolute levels over that period.!

These changes in power generation were able to occur relatively rapidly in light of the significant
amount of gas-fired generating capacity that had been added in the U.S. since 2000 (as shown in
Figure 6). That boom in construction ended up with capacity surplus in many regions for many

years, and with under-utilized gas-fired capacity when natural gas prices rose.

Figure 6

Net Generating Capacity Additions inthe:U.S. by fuel
{as Percent of Total Capacity Added)

Since 2000 Since 2007
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Total installed capacity on line as of 10-2013 is 1087 GW

Source: EIA

¥ Source: EIA, Monthly Energy Review, and Short-Term Energy Outlook.

% Coal-fired generation dropped from 2016.5 GWh in 2007 to 1517.2 GWh in 2012, while generation at plants burning
natural gas increased from 896.6 GWh in 2007 to 1230.7 GWh in 2012, Source: EIA, Monthly Energy Review, October
2013, Table 7.2a.

10
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The trend towards increased natural gas use (and displacement of some coal-fired generation) was
greatly influenced by the structural changes in U.S. natural gas development.” Starting in mid-
2007, many observers of natural gas markets began to expect more stable and lower natural gas
prices in the future. This came from a growing expectation that unconventional gas wells in the
U.S. - including shale gas in particular — could be reached more economically through new
applications of technologies, including directional (horizontal) drilling and hydraulic fracturing.
Consistent with this view and after a period of relatively flat assessments, the estimates of
technically recoverable gas reserves increased, as various experts began to calculate the resources
in underground areas that could now be reached with known technologies.? The National

Petroleum Council’s 2011 report characterized this “shale gas revolution” this way:

Natural gas is a very abundant resource. America’s natural gas resource base is
enormous. It offers significant, potentially transformative benefits for the U.S.
economy, energy security, and the environment. Thanks to the advances in the
application of technology pioneered in the United States and Canada, North
America has a large, economically accessible natural gas resource base that includes
significant sources of unconventional gas such as shale gas. This resource base
could supply over 100 years of demand at today’s consumption rates. Natural gas,
properly produced and delivered, can play an important role in helping the United
States reduce its carbon and other emissions.™

' See, for example, National Petroleum Council, “Prudent Development: Realizing the Potential of North America’s
Abundant Natural Gas and Oil Resources” (“NPC Report”), September 2011.

2 Revised estimates and outlooks for natural gas have come from the Potential Gas Committee, the U.S. Geological
Service, the U.S. Department of Energy, the EIA, and the National Petroleum Council, among many others.

3 NPC Report”), page Executive Summary 8.
11
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These changes, in combination with the lower demand for energy (from the U.S. economic
downturn starting in the second half of 2008 and other factors™), resulted in more stable and lower

natural gas prices in U.S. energy markets, as shown in Figure 7 for wellhead prices of natural gas.’

Figure 7

Natural Gas Wellhead Prices {1990-2012) - $/Mcf

Relard. tiw Price (/M)

Source: EIA

Prices in forward natural gas markets (i.e., future prices for natural gas commodities that could be
locked in prior of delivery dates for the underlying natural gas) also began to drop during this
period, illustrating the market’s expectations that prices would continue to reflect the larger (and

increasing) supplies of natural gas. Figure 8 shows forward prices for natural gas.’ Lower prices

14 Including states” promotion of increased funding for energy efficiency programs, and stronger appliance energy
efficiency standards.

s Wellhead prices do not include the cost to process and deliver gas to areas of use, such as in Colorado markets, but
nonetheless show the changes in average production costs for natural gas over the time period shown.

1 Note that these forward gas market prices indicate seasonal variation in prices, with prices in winter months rising as
demand for gas increases with uses of gas for heating purposes. The overall year-to-year trends indicate an expectation
of gradually rising prices for natural gas.

12
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in forward natural gas markets caused natural gas to become a relatively better value, when

compared to the cost of coal for use in electricity generation.”

Figure 8
NYMEX Natural Gas Futures Prices for Delivery Periods from

September 2013 to December 2020
{Henry Hub $/Mef; with ptices as of 4-2008 and 9-2013)
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Note that my focus on the size and implications of the large resource bases for natural gas (and
coal) are not meant to divert attention to the contributions of other domestic energy resources
which are also substantial and rich. Some of these (such as crude oil) are not expected to play a
large role in the power sector going forward. Others, however, including the nation’s vast wind
and solar resources, are expected to continue to increase the market share that they have begun to

gain in the past decade, in part due to their support in states with renewable portfolio standards, in

7 National Petroleum Council, “Prudent Development: Realizing the Potential of North America’s Abundant Natural
Gas and Oil Resources,” September 2011.

13
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part due to their having virtually free fuel, and in part due to their virtually carbon-free generating

profile.

d,  Currently low gas prices are putting economic pressure on coal facilities and coal project
proposals in most parts of the WS,

Lower natural gas prices have reduced fuel costs for power plant operators, which in turn has led
to lower electricity prices in recent years and significant market pressure on use of coal for power

generation at existing plants and new ones, as well. There are several ways that has played out.

First, to see the effect of such low-natural-gas prices on spot prices for electricity and on price
pressure on existing coal plants, Figure 9 shows the power production supply curves for the PIM
power region of the U.S. PJM serves portions of states in the Mid-Atlantic and Midwest areas and

is the largest centralized regional wholesale power market in the U.S.

Given PJM’s wholesale market design, a good proxy for the market clearing price in any hour is
the variable operating costs of the marginal generator in that hour. I've shown the variable costs
(including fuel) of the marginal generator at different load levels (e.g., 50 GW, 100 GW, 150 GW,

and 175 GW) as they were on average in 2008 versus in 2012.

As shown in 2008, the clearing price at a 150-GW load was $92.08/MWh, based on the variable
costs of the marginal generator (a gas plant). The proxy clearing price at a 175-GW load was
$155.37/MWh, again based on a gas-fired power plant. Thus, at the 150-GW point on the supply
curve, the average energy clearing price was four times the clearing price at a 50-GW load level,

where the marginal supply was a coal plant operating with $19.53/MWh.

14
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By 2012, things had dramatically changed. The marginal generator at a 150-GW load level was still
a gas-fired power plant, but its average variable costs had dropped to $40.46/MWh; at the 175-GW
load level, the proxy clearing price was $63.52, or a 60-percent reduction in wholesale clearing
prices. By contrast, the coal-fired power plants” operating costs had increased in 2012 relative to
2008 {as shown by comparing the marginal plant operating at 50-GW and 100-GW load levels in
each year). Most of this change reflected higher coal supply costs in 2012 relative to 2008 ~ the

opposite from what had happened to the fuel costs of natural-gas-fired power plants in PJM.

Figure 9
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Source: SNL Financial data on supply curves for PIM.
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Because in PJM, clearing prices in hourly energy markets are the basis for compensating power
plants for providing electricity in that hour, a typical coal plant’s costs rose while its payments
from the electric energy market decreased. This has created real price pressure on owners of older
and less-efficient power plants, not only because of lower revenues but also because they operated
(and got paid) less often (while some natural gas plants were dispatched more often, instead of

such coal plants).

Second, this market pressure resulting from low natural gas prices led to announcements of
retirements of some of the oldest, smallest and least-efficient coal plants. Figure 10 shows the
locations and amounts of announcements of coal plants (along with nuclear plants). As of
September 2013, the total amount of announced coal-plant retirements was 42 GW (out of a total of
320 GW of coal-fired capacity in 2011). (My longer explanation of such market changes is in my

February 2012 paper called “Why Coal Plants Retire: Power Market Fundamentals as of 2012.”)

Some, but certainly not all, of the announcement retirements of existing power plants has also been
prompted by problems in market rules in some regional markets™ as well as the upcoming air-
pollution-control requirements associated with compliance with EPA’s Mercury and Air Toxics

Standard ("“MATS”).

™8 See: my testimony (“Considerations for the Future of Centralized Capacity Markets”) before the Federal Energy
Regulatory Commission’s Technical Conference on Centralized Capacity Markets in Regional Transmission
Organizations and Independent System Operators, Docket No. AD13-7-000, September 25, 2013; my presentation to the
Keystone Energy Board, “The World of Abundant Natural Gas in the U.S.: Looking Ahead for Power-Sector
Implications,” October 30, 2013; and my presentation to the Independent Power Producers Association of New York,
“Capacity Markets in the Northeast,” September 10, 2013.

16
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Source: SNL Financial for announced coal plant retirements, with SNL map annotated to include
annouced retirements of 5 existing nuclear generating units.

The majority of coal-fired generating capacity already complies with such air regulations,” and
therefore such regulations raise new compliance costs mainly for the coai-fired and oil-fired power
plants not yet in compliance. Because owners of plants affected by the MATS rule have until
March 2015 at the earliest {and in some cases will have more time) to comply with the rule’s
requirements, the retirements anticipated to occur before then can be viewed as heavily affected by
current power market pressures. In a world of low gas prices, some of the least-efficient coal
plants do not have an economic justification to add on equipment or otherwise make expenditures
to comply with the MATS rule, and are therefore likely to retire as of the date needed to comply

with these health-based environmental standards. Figure 11 indicates announcement power plant

* See Michael Bradley, Susan Tierney, Chris Van Atten, and Amlan Saha, “Ensuring a Clean, Modern Electric
Generating Fleet while Maintaining Electric System Reliability,” Summer 2011 Update, June 2011.
17
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retirements by fuel type (including natural gas, nuclear and oil-fired power plants, as well as coal

Pplants) and by year of expected retirement.

Figure 11

0% annual capacity retirements by »
and fuel type

rement year
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Third, the economics of some proposed, new coal-fired power plants gradually became less
attractive in recent years, as the outlook for low natural gas prices became more broadly shared by
investors. Over 150 planned new coal-fired power plant projects were cancelled from the mid-

2000s through early 2013202

2 “Coal Plants Are Victims of Their Own Economics,” Science, February 18, 2013, accessed on November 3, 2013 at:
http://news.sciencemag.org/2013/02/coal-plants-are-victims-their-own-economics, reporting on the presentations ata
panel held at the annual meeting of the American Assodiation for the Advancement of Science.

# In early 2012, there had been 24.7 GW of specific announced coal plant retirements; by a year and a half later (3 2013),
that number had increased to 40.8 GW nationally (including plants in Canada that are part of US NERC regions). See
National Energy Technology Laboratory ("NETL"), “Tracking New Coal-Fired Power Plants {(data update 1/13/2012),
January 13, 2012 SNL coal plant retirement data as of October 2013,

18



112

Testimony of Susan F. Tierney November 14, 2013
Before the House Energy and Commerce Committee, Subcommittee on Energy and Power
Hearing on Whitfield-Machin bill (EPA action on GHG emissions from new and existing power plants)

e. The “fuel of choice” for new power generation capacity planned and under construction by
electric utilities and independent power producers has shifted to natural gas and renewable
power plants, and away from coal

Over this period, the “fuel of choice” for new power generation capacity planned and under
construction by electric utilities and independent power producers shifted to natural gas and
renewable power plants, and away from coal.? This reflects the changing price outlook for fuels,
as well as changes in the capital costs associated with financing and constructing new power
plants,? state policy support for generating more power from domestic renewable energy

resources,* and other factors (such as investment size and risk).

Figure 12 and Table 1 show the amount of planned generating capacity in the U.S,, by fuel type

2 note, for example, the decision of the Kentucky Public Service Commission to approve a proposal by investor-owned
utilities (Kentucky Utilities Co. and Louisville Gas & Electric Co.) to construct a 640-MW combined cycle natural gas-
fired generating facility and to purchase an existing 495-MW natural gas-fired peaking plant. The new gas plant is
designed to replace coal-fired units that will be retired by 2015 and to meet projected increases in demand for electricity
by 2016. “In an order issued today, the PSC agreed...that the companies had proven the need for the replacement
generating capacity and demonstrated that the proposed gas-fired plants were the least-cost, reasonable option for
providing the needed power.” Kentucky Public Service Commission press release, “PSC Approves LG&E and KU Plan
for Gas-fired Power Plants,” May 2, 2012.
 See, for example, the estimates of levelized cost of energy prepared by Lazard in different years, with costs of different
technologies (e.g., advanced coal, natural-gas combined cycle capacity, on-shore wind, nuclear, solar) shifting from 2009
t02013. Using an approach it describes as determining the “levelized cost of energy, on a $/MWh basis, that wouid
provide an after-tax {internal rate of return} to equity holders equal to an assumed cost of equity capital,” Lazard
estimated that the levelized cost of energy for most types of power generation technologies dropped from 2009 to 2013.
The range of costs of the most-common technologies added in the period since 2007 (i.e., natural gas peaking plants,
natural gas combined cycle units, and wind turbines) all declined during this period:

2009 estimate ($/MWh) 2013 estimate ($/MWh}

Natural gas combined cycle $74-$102 $61-$87
Conventional coal $78-5144 $65-$145
On-shore wind $57-$133 $45-$95

“Certain assumptions (e.g., required debt and equity returns, capital structure, and economic life) were identical for all
technologies, in order to isolate the effects of key differentiated inputs such as investment costs, capacity factors,
operating costs, fuel costs (where relevant) and U.S. federal tax incentives on the levelized cost of energy.” Lazard,
“Levelized Cost of Energy, 2013,” version 7.0,, and Lazard, “Levelized Cost of Energy, 2009,” version 3.0 .
% 29 states and the District of Columbia have adopted requirements related to the percentage of retail electricity sales
that need to be from renewable energy sources (e.g., renewable portfolio standards or renewable energy standards).
Source: North Carolina State University’s N.S. Solar Center, Database of State Incentives for Renewables and Energy
Efficiency, funded by the U.S. Department of Energy. (“DSIRE Database),
hitp:/fwww.dsireusa.org/documents/summarymaps/RPS_map.pdf
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and by stage of development, as of Aprii 2013, Half of the power plant capacity under
construction was at gas-fired power plants, and another 21 percent was at renewable projects. For
other projects in advanced development (e.g., well along in permitting but not yet under
construction), approximately one-third of the capacity was at gas-fired power plants, and another
42 percent was at renewable projects. In essence, three-quarters of the capacity under construction
or in advance development was using these two domestic fuels, with a relatively small share (8

percent under construction, 14 percent in advanced development) to be fueled by coal.

2013.
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Table 1
U.S. Planned Generating Capacity (MW) by Fuel Type and Development Status
Under Advanced Early Other Postponed Total
Construction | Development | Development | Announced
Natural Gas 16,176 10,523 44,747 25,694 8,653 105,793
Wind 492 6,730 52,882 48,306 11,316 119,726
Solar 4,486 6,068 20,025 7479 1,640 39,698
Water 583 134 8,295 43,702 5,283 57,997
Nuclear 5,614 3494 27,098 8,150 5,900 50,256
Coal 2,489 4,731 2,000 516 3,350 13,086
Biomass 749 1,207 1,399 669 1,313 5,367
Geothermal 57 176 2,094 2,098 400 4,825
Other 45 855 180 772 0 1,851
Total 30,690 33,920 158,720 137,417 37,854 398,600

As of April 12, 2013, Source: SNL Energy

The bottom line of current electricity market fundamentals is that coal and natural gas are in strong

compeition for market share based on their comparative economics. Such inter-fuel competition

has long been a feature of the electricity industry. This fact is hardly new, as seen in the recent

analysis depicting the shifting electric production patterns over the years (see Figure 13, from an

EIA analysis from July 2012):
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Figure 13
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f- WS. domestic production of fossil fuels has remained velatively strong in part due to
increased exports of coal in recent years

The recent changes in coal’s use in power generation has taken place during a period in which U.S.
domestic production of fossil fuels has remained relatively strong. The EIA estimates that the U.S.

will become the world’s largest producer of natural gas (and oil) in 2013.% And domestic

# E1A, “Today in Energy: U.S. expected to be largest producer of petroleum and natural gas hydrocarbans in 2013,
October 4, 2013, http://www.eia.gov/todayinenergy/detail.cfm?id=13251
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production of coal has remained relatively stable (see Figure 14), even as coal has lost some market
share for power generation (see Figure 3} and it had declined in terms of absolute levels of
consumption (see Figure 15). Production levels have been supported in part due to increased
exports of coal in recent years (see Figure 16),% and also due to the continued role of coal as having

the largest source of electricity supply in the U.S.

Figure 14 Figure 15
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Source: EIA Source: EIA
Figure 16

U.S. Exports of Coal {1950-2011)

Coal Exports. and ieports.
{Fiflions of Short Tons)

Source: EIA

* ElA, “Today in Energy: EIA: ULS, coal exports set monthly record,” June 19, 2013,
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Such market dynamics have been important for helping the electric industry provide power to
consumers (and to the U.S. economy) at relatively low prices over the past few decades.”” Figure
17 shows the downward movement in average wholesale power prices in 2012, relative to the
prices in the prior year. Average prices dropped in all regions of the U.S.

Figure 17
Average On-Peak Spot Wholesale Electric Prices 2012 ($/MWh)

Souree: Derved fovn Siaks deta e Jane
Source: FERC, http://www.ferc.gov/market-oversight/mkt-electric/overview/elec-ovr-on-pk-elec-pr.pdf

Happily, recent developments have afforded the U.S. with the opportunity to simultaneously
diversify its overall mix of power supplies using domestic energy resources and leading to long-

term trends in lower emissions of most - although not all - key air pollutants from power plants.

¥ Electricity and natural gas expenditures have decreased as a percent of disposal income for most of the past three
decades. Source: Bureau of Labor Statistics, cited by Dan Eggers, Credit Suisse.
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(The recent drop in GHG emissions from the energy use is largely viewed to be the results of still-

low demand for power combined with coal-fired generation being displaced by natural gas.)

The nation’s various abundant and domestic fuels and energy resources are competing to supply
affordable, reliable and clean electricity supply to consumers. This is beneficial for American
consumers and for the economy, and EPA’s actions under Section 111 will not adversely

undermine the ability of the U.S. to rely on domestic resources for power generation.

2. EPA action under Section 111 of the CAA will help support competition among two key
domestic fossil energy resources (coal and natural gas) for power generation

Allowing EPA to proceed with its planned action under Section 111 will help to clarify the ‘rules of
the road” under which coal and natural gas will continue to compete with each other and other
fuels and technologies for assuring reliable, clean and efficient power supply for the nation’s
economy. Having clear rules and regulatory stability will help support a positive environment for

investment at a time when new capacity is needed to be added in many parts of the country.

The U.S. electric industry is poised to invest significant new capital into the electric sector. In 2008,
the Brattle Group estimated that the industry will make significant investments in power

generation capacity, in the range of $500 billion to nearly $700 billion.” This investment will take

# “Energy-related carbon dioxide (CO2) emissions in 2012 were the lowest in the United States since 1994, at 5.3 billion
metric tons of CO2 (see figure above). With the exception of 2010, emissions have declined every year since 2007, The
largest drop in emissions in 2012 came from coal, which is used almost exclusively for electricity generation (see figure
below). During 2012, particularly in the spring and early sunimer, low natural gas prices led to competition between
natural gas- and coal-fired electric power generators, Lower natural gas prices resulted in reduced levels of coal
generation, and increased natural gas generation—a less carbon-intensive fuel for power generation, which shifted
power generation from the most carbon-intensive fossil fuel (coal) to the least carbon intensive fossil fuel (natural gas).”
ElA, “Today in Energy: E dated carbon dionide emissions declined in 20027 April 3, 2015,

2 Mark Chupka, Robert Earle, Peter Fox-Penner, and Ryan Hledik, “Transforming America’s Power Industry: The
Investment Challenge 2010-2030,” 2008,
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place largely through private capital markets, which are well known to raise the cost of investment

when they see risks of one sort or another.

Based on my interactions with electric industry executives and investors over many years,
observe that there is now a broad expectation among them that some form of regulation of GHG
emissions from the U.S. power sector is inevitable. This has been the case especially since the U.S.
Supreme Court made its finding in Massachusetts v. EPA — that the CAA gives the EPA the
authority to certain GHG emissions from sources in the U.5.® This perspective assumes that there

is intrinsic cost-related risks in the future associated with using fuels that emit GHG emissions.

The EPA is now proceeding under its well-noticed plan to propose and adopt regulations to set
requirements for new fossil-fuel power plants under Section 111(b) (which is now in a proposed
rule phase), and to issue guidelines under Section 111(d) that will require states to adopt state
implementation plans to reduce GHG emissions from existing fossil-fuel power plants in the
future. As of the end of 2013, EPA’s proposed regulations and upcoming guidance have been
anticipated for many years, Consideration of the bill that could inhibit EPA to take actions under
Section 111 will complicate the industry’s planning to respond to EPA policy, will raise the risk of
investment at a time the nation needs to rely heavily on private capital markets to finance new
investment, and will increase the cost of electricity to consumers. Given the state of markets for

natural gas and coal for power generation, and the investment that will come about in the next few

* Such expectations have been in place at many investar-owned ufility company owners of coal-fired power plants, in
part as a result of shareholder requests to disclose carbon-related risks.

26



120

Testimony of Susan F. Tierney November 14, 2013
Before the House Energy and Commerce Committee, Subcommittee on Energy and Power
Hearing on Whitfield-Machin bill (EPA action on GHG emissions from new and existing power plants)

years to modernize the electric grid, it would be disruptive to investors to introduce further

uncertainty about the ‘rules of the road’ at this point in time.

3. EPA action under Section 111 of the CAA will address significant air pollutants that
threaten public health and the welfare of current and future generations of Americans

Given the electric sector’s contribution of one third of the nation’s GHG emissions, it is timely and
responsible for EPA to proceed on its plan to set forth the terms under which natural gas and coal
may have a role in power generation in the future. By now, there is a strong body of scientific

knowledge,* including the EPA’s own record of decision on its endangerment finding, that points

to the need to take action to reduce GHG emissions around the world, including in the U.S.

In my experience as a state utility regulator and a state cabinet officer responsible for
implementing environmental regulations and as a consultant to businesses and other electric
industry clients, I am aware of the tensions that often exist on the eve of implementing new
regulations that will impose costs of an industry (and sometimes on the consumers of its products),
and the fears that such regulations will lead to jobs losses. Often, though, the very capital
investments and expenditures that will be made by the industry to respond to regulatory
requirement can — and do - produce positive economic activities in the local and regional
communities affected. There is no reasonable basis for believing any other outcome will occur as a

result of allowing EPA action to proceed under Section 111 of the CAA.

3! From the recent report of the Intergovernmental Panel on Climate Change, “Climate Change 2013: They Physical
Science Basis — Summary for Policymakers,” October 2013: “Human influence on the climate system is clear.” (page 13)
1t is extremely likely that human influence has been the dominant cause of the observed warming since the mid-20%
century.” (page 15) “Continued emissions of greenhouse gases will cause further warming and changes in all
components of the climate system. Limiting climate change will require substantial and sustained reductions of
greenhouse gas emissions.” (page 17)
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Conclusion

For these reasons, I strongly believe that it would be ill advised for Congress to enact the
Whitfield-Manchin bill. Coal will no doubt continue to play a large role in the nation’s power
supply, and the EPA’s proposals open up such a pathway for coal as part of a long-term diverse,
domestic and clean source of electricity for the nation. They will support fair and efficient
competition among domestic supplies of energy. They will clarify the rules of the road under
which new fossil-fuel power plants will compete in the future. And they will begin to address the
pollution from GHG emissions from the power sector, for the benefit of current and future

Americans.

28



122

Mr. WHITFIELD. Thank you.
And, Mr. Hawkins, you are recognized for 5 minutes.

STATEMENT OF DAVID HAWKINS

Mr. HAWKINS. Thank you, Mr. Chairman. I would like to offer a
few facts for the subcommittee’s consideration.

First, if we continue to use our atmosphere as a dump for carbon
pollution, we will wreck the climate. Now, coal-fired power plants
are the largest carbon pollution source in the United States, and
more than 40 years ago Congress authorized, in the Clean Air Act,
EPA to protect the public against harmful air pollution, and Su-
preme Court has confirmed that that authority includes the author-
ity to regulate harmful carbon pollution.

EPA is moving ahead to set sensible standards for carbon pollu-
tion from power plants, and it is following an approach that has
been used for 43 years by seven Presidents prior to President
Obama. President Nixon, Ford, Carter, Reagan, George H.W. Bush,
Clinton, and George W. Bush, all of those Presidents presided over
EPA standard setting that looked at available technologies to con-
trol a pollution stream, looked at whether those technologies were
transferable, or already applied in the category being considered for
regulation, and looked at what the costs would be, and whether
those costs would be reasonable.

That is exactly what EPA has done for the proposed standard for
new coal-fired power plants, and it has based that technology on
gas CO; capture systems, which have been demonstrated for dec-
ades in other major industry categories. The power sector has not
used that technology yet, but that is not an argument against
EPA’s proposed standards, for the power sector did not use SO
scrubbers, NOx controls, or mercury controls until government re-
quired them to use those controls.

Now, a few words about costs. Partial carbon capture, which is
the basis for EPA’s standard for new coal plants, can easily achieve
that standard with reasonable added costs. What was EPA’s basis
for that? Well, it looked at a number of Department of Energy
studies, and projected that a new coal plant with partial carbon
capture would have electricity production costs about 20 percent
higher than a coal plant with no carbon capture controls. Now, the
cost difference would be much less if revenues from enhanced oil
recovery sales were included.

EPA has also announced a schedule for guidelines to control car-
bon pollution from existing power plants, working in cooperation
with state clean air officials. NRDC’s own analyses, using an ac-
cepted government and industry model, demonstrates that we can
achieve significant reductions in carbon pollution from existing
power plants with benefits of about 25 to $60 billion annually, com-
pared to compliance costs of about $4 billion. Our approach would
not require the use of carbon capture on existing plants, though
that, or any other measure that would reduce carbon pollution,
could qualify as a compliance measure.

Now, the draft legislation by Representative Whitfield and Sen-
ator Manchin would repeal EPA’s carbon pollution authority for ex-
isting power plants, and essentially would allow the power sector
to dictate what standards could be adopted for new coal plants.
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That is not the way the Clean Air Act was written. It is not the
way any of the seven Presidents before have implemented it. This
legislation would harm Americans by allowing excess carbon pollu-
tion from power plants that would stay in the air for centuries, dis-
rupting the climate that sustains our civilization.

Ironically, the legislation would not improve the lot of coal pro-
ducers or communities in coal country. Rather, it would destroy
power sector interest in deploying carbon capture and storage sys-
tems, the one technology that could provide a pathway for a more
sustainable use of coal.

Bills to cut Clean Air Act protections against carbon pollution
will not solve the coal sector’s problems. Power companies have
choices other than coal, and as long as carbon policy remains tem-
porarily locked in a closet, the industry will look elsewhere for
their power investments. It makes no sense to invest billions of dol-
lars in a new coal plant when there is no resolution of the rules
that will apply to its carbon pollution. Congress cannot make this
problem disappear by forcing EPA to close its eyes.

Thank you very much.

[The prepared statement of Mr. Hawkins follows:]
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Summary

The United States and other large carbon-polluting nations urgently need to take sensible steps to create

an affordable, reliable energy system that is compatible with protecting the climate.

The Clean Air Act, passed by Congress more than 40 years ago, allows EPA to set reasonable standards
that can cut harmful carbon poliution. EPA has already adopted successful standards for cars and trucks,

the second fargest source of U.S. carbon pollution.

EPA has proposed standards for new coal plants that are based on carbon capture technology, which has
been proven through use on other large industrial categories. Partial carbon capture can easily achieve
EPA’s proposed standard with costs that are within the range of alternative investments for new plant

owners who may be considering options other than natural gas combined-cycle plants.

EPA also has announced a schedule for guidelines to control carbon poliution from existing power plants,
in cooperation with state clean air officials. NRDC’s own analysis, using an accepted government and
industry utility mode!, demonstrates that it is feasibie to achieve significant reductions in the more than
twao billion tons of annual carbon dioxide poliution from power plants, with benefits of $25 to $60 billion

annually, compared to compliance costs of about $4 billion.

Draft legisiation proposed by Representative Whitfield and Senator Manchin would repeal EPA’s carbon
pollution authority for existing power plants and would allow the power sector to dictate the standards
that could be adopted for new coal plants. This legisiation would harm Americans by allowing excess
carbon poliution from power plants that would stay in the air for centuries, disrupting the climate that
sustains our civilization. ironically, the legislation would not improve the lot of coal producers or
communities in coal country. Rather, it would destroy power sector interest in deploying carbon capture

and storage systems -- the one technology that could provide a pathway for more sustainable use of coal.
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Mr. Chairman and members of the Subcommittee, thank you for inviting me to present NRDC's views on
the need for carbon pollution standards for fossil-fueled power plants and on draft legislation authored

by Chairman Whitfield and Senator Manchin.

NRDC is a nonprofit organization with more than 350 scientists, lawyers and environmental specialists
dedicated to protecting the environment and public health in the United States and internationally, with
offices in New York, Washington D.C., Montana, Los Angeles, San Francisco, Chicago, and Beijing.
Founded in 197D, NRDC uses law, science and the support of 1.3 miliion members and online activists to
protect the planet's wildlife and natural environment, and to ensure a safe, healthy environment for all
living things. NRDC’s top institutional priority is curbing global warming and building a reliable, affordable
and clean energy future.

We urgently need effective measures to cut dangerous carbon pollution from U.S. power pilants and EPA
is proceeding appropriately to use the authority Congress granted it in the Clean Air Act. The draft
Whitfield-Manchin bill would repeal EPA’s authority to implement standards for carbon dioxide {CO2)
and other greenhouse gas pollutants from existing fossil-fueled power plants and effectively aliow the
power sector to dictate the terms of any such standards for new coal-fueled power plants. This would be

a major weakening of the Clean Air Act and NRDC urges you to oppose this legisiative proposal.

Manmade “greenhouse gas” GHG poliution, including CO2, is disrupting the climate that has supported
the rise of modern civilization over the past 20,000 years. If we do not act now to cut these harmful
pollutants, we will lock in dangerous changes to our climate system that will result in death, disease and
misery for billions of people over hundreds of years into the future. Fortunately, the United States has
the economic strength, technical know-how and policy instruments that can show the world that we can

address this threat in a manner that secures our economic future.
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In 2007 and again in 2011 the U.S. Supreme Court ruled that the Clean Air Act authorizes EPA to set
sensible safeguards for CO2 and other GHG pollutants. EPA has already set GHG standards for new cars
and trucks, with the cooperation of domestic and foreign manufacturers. EPA is now in the process of

developing standards for the largest U.S. source of CO2 pollution, fossil-fueled power plants,

Fossil-fueled power plants are also the largest CO2 source globally. We cannot protect ourselves from
the harms of a severely disrupted climate system unless we set effective standards to limit carbon

potlution from these plants.

As you know, EPA has proposed, and reproposed, CO2 standards for new natural gas and coal power
plants. Under the Clean Air Act, EPA bases new source emission standards on the demonstrated
capability of known technology, although source operators are free to use any approach they choose to
meet the emission limits. In its recent reproposal, EPA based the proposed standard for new coal plants
on currently available systems that capture CO2 from large industrial gas streams. Once captured, CO2 is
compressed and transported typicaily via pipeline to geologic formations, where it can be isolated from

the atmosphere while it is slowly converted back into a mineral form.

All aspects of these carbon capture and storage {CCS} systems have been demonstrated at commercial
scale industrial facilities for decades.! They have operated reliably over multi-year periods to capture,
transport, and safely dispose of millions of tons of CO2. They can be readily applied at power plants,
although to date, CCS has been used only to capture a small fraction of CO2 emissions at a handful of

power plants, typically for sale to the food and beverage industry.

1 A useful summary of relevant CCS experience can be found in testimony presented by the Clean Air Task Force on
October 29, 2013 before the House Committee on Science, Space, and Technology. See,
http://science.house.gov/sites/republicans.science.house.gov/files/documents/HHRG-113-SY18-WState-KWaltzer-
20131029 _0.pdf
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The reasons the power sector has not used CCS more broadly are not because of any technical
shortcomings. Rather, the sector has not applied CCS because of a policy failure: up to now, there has
been no national requirement to {imit carbon pollution from power plants. CCS systems, iike $O2
scrubbers, mercury controls, fine particulate controls, and nitrogen oxide controls, are not free. With
rare exceptions, none of these other systems were used before there were regulatory requirements to
control these pollutants. Likewise, in the absence of any requirement to limit CO2 pollution from new or
existing power plants, there has been simply no reason for owners and builders of power plants to install

CCS systems.

Large coal-based power companies themselves have argued that they cannot finance CCS systems
without federal CO2 standards. For example, in announcing the abandonment of a large-scale CCS
project in 2011, the CEO of American Electric Power stated, “as a regulated utility, it is impossible to gain
regulatory approval to recover our share of the costs for validating and deploying the technology without
federal requirements to reduce greenhouse gas emissions already in place. The uncertainty also makes it

difficult to attract partners to help fund the industry’s share.”?

As with other control technologies, there are some rare pioneers for CCS. Currently several plants that
will include CCS are either under construction or in the advanced pre-construction stage. Southern
Company’s new Kemper County, Mississippi coal plant and the‘refurbished coal plant at the Boundary
Dam site in Canada are examples of CCS-equipped coal power projects nearing the end of construction.
The Summit Power project in Texas and the Hydrogen Energy project in California are examples of CCS-

equipped projects in the advanced pre-construction stages.

% hitpy//www.aep.com/newsroom/newsreleases/Default. aspx?id=1704
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Nonetheless, opponents of regulating CO2 from power plants are arguing that EPA may not legally, or
shouid not, base standards for new coal plants on this technology because it is not already widely used

on power plants.

These arguments are wrong, both as a matter of law and of sound policy. The courts have upheld EPA’s
authority under the Clean Air Act to base New Source Performance Standards for a given industrial
category on technologies whose performance has been demonstrated at other industrial categories.’
There is a sound policy basis for this interpretation of the law. in many cases {as is the case here), the
failure of a particular industry to employ a demonstrated technology is due to the lack of any legal
requirement to limit its emissions. If the law allowed a particular industry to immunize itself from
reguirements to use available, feasible control technologies just by refusing to adopt them voluntarily,
the industry would be put in full controi of whether it would ever have to improve its performance. That
is precisely what the Whitfield-Manchin legislation would do: the bill as drafted would erect a permanent
bar on EPA’s basing a standard on CCS or any other technology until the industry decided to deploy that
technology, voluntarily and without any government financial support, at numerous coal power plants.
The bill would take the keys to clean air and climate protection from EPA and hand them to industry, no

guestions asked.

Turning to EPA’s proposal for new power plants, the agency considered several options for new coal
plant CO2 fimits, ranging from no CCS, partial CCS, to full (90%+ capture) CCS. EPA selected partial CCS as
the basis for the proposed standard, after considering both technical and cost issues. EPA found that
partial CCS was well demonstrated at relevant industrial scales and that when applied to coal power

plants, partial CCS would have reasonable economic impacts.

®See, e.g., Lignite Energy Council v. EPA, 198 F.3d 930 {D.C. Cir. 1999}.
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EPA’s cost assessment started with the observation that under current and expected market conditions,
new natural gas combined cycle (NGCC) power plants would typically have lower electricity production
costs (levelized cost of electricity) than new coal units, even if no CCS were required for the coai unit.

But EPA noted that there might be instances where factors other than electricity production costs might
cause investors or regulators to choose to build a coal plant or other non-NGCC power plant.
Accordingly, EPA compared the projected cost {using Department of Energy reports} of a coal unit with
CCS to a coal unit without CCS and to other non-NGCC options, such as nuclear, biomass, and geothermat

power plants.

In its analysis, EPA concluded the projected costs of a coal plant with partial CCS would range from $92 to
$110 per Megawatt-hour (MWh) and this compared to a range for other non-NGCC options of $80 to
$130 per MWh. Specifically, in comparing a new coal unit with no CCS to a coal unit with partiai CCS, EPA
found that applying partial CCS would increase the power production costs® compared to the no-CCS case
by 20% -- from $92 per MWh to $110 per MWh, if the CCS project received no revenues from the sale of
CO2 for enhanced oil recovery {EOR). If the income from CO2 sales for EOR is included, the net
production cost from the new CCS-equipped unit would range from $88 to $96 per MWh, depending on

the price received for the captured C0O2.°

In sum, EPA’s proposal for new coal plants is based on a careful review of industrial experience with
large-scale CO2 capture technology. EPA has compared projected costs of a new coal unit applying partiat
CCS with several other generation options and conciuded the additional power production costs are 20%

or less. EPA found these costs to be reasonable, given the substantial reduction in emissions that partial

* power production costs are only a portion of a customer’s bill, Typicaily, about 40% of the bill cansists of
transmission, distribution and administrative costs. Moreover, in most systems, any single new power plant is only
a small part of the totai generating fleet whose costs go into the customer rate base. Thus, the increase ina
customer’s rates will be smatler than the increase in production costs at a new power plant.

*Us EPA, “Standards of Performance for Greenhouse Gas Emissions from New Stationary Sources: Electric Utility
Generating Units,” at 240, http://www2.epa.gov/sites/production/files/201309/documents/20130920proposal.pdf
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CCS would achieve at a new coal unit and the importance of providing a policy framework to support the

use of CCS if new coal units are buiit.

EPA has started a process to develop standards for existing power plants under Section 111{d}. Some in
industry who want to stop both the new and existing plant standards are intimating that the agency must
have a secret plan to impose a CCS requirement on every existing plant. There is no basis for this claim,
which is designed to sow fear and confusion. Administrator McCarthy has made clear that one should
not assume the existing plant standard will mirror the new source one. Even a proposai for existing

plants that we at NRDC have developed wouid not impose a CCS mandate.

The Whitfield-Manchin discussion draft

Chairman Whitfield and Senator Manchin have responded to EPA’s actions by circulating a draft bill that
would aliow coal plant owners to dictate what standards the government would be allowed to adopt for
new coal plants. Second, the draft would completely repeal EPA’s authority to impiement any GHG

standard for any existing fossil-fueled utility power plant.

NRDC strongly opposes the Whitfield-Manchin draft bill and if it is introduced, we will urge members to
vote against reporting it out of the Subcommittee. The bill would render useless a key provision of the
1970 Clean Air Act—-a law proposed and signed by President Richard Nixon—for controlfing dangerous
pollution from the nation’s largest source category of that dangerous pollutant, fossil-fueled power
plants. If this bill became law, it would effectively block any effort to curb fossil power plants’ unlimited
dumping of carbon pollution into our air, pushing us ever faster along the path to unmanageable climate
disruption. The power sector now pollutes our air to the tune of more than 2 billion tons of CO2 carbon

pollution every single year, far outpacing the next largest category, motor vehicles.
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EPA is using the Ciean Air Act to cut carbon poliution substantially from the vehicle sector in a manner
that is helping our economy while helping to protect our kids from climate disruption, and has now
turned to the same task for power plants, the country’s biggest carbon polluters. The Supreme Court has
upheid EPA’s carbon pollution authority twice, for vehicles in Massachusetts v, EPA in 2007, and for
power plants in American Electric Power v. Connecticyt in 2011, This bl effectively repeals the Clean Air

Act authority for power plants.

it is a mistake to lay all the troubles of the coal industry on the Clean Air Act, and a mistake to believe
that gutting the Clean Air Act will bring back the days of high coal consumption. In fact, this hill's biggest
impact, if it were to become law, would be to cause investors and government actors to turn their backs
on deploying CCS, the only technology that can make continued coal combustion compatible with our

carhon-constrained future.

You alf operate under a two-year license, with just one year left before you apply to the people for
renewal. | know you take seriously your responsibilities as representatives of the people. Inthat spirit 1
ask that you consider the fong-lasting damage this bill wouid do if it became law — your constituents and

other Amiericans would be harmed by it for decades after your term in office.

The billions of tons of excess carbon poliution that power plants could release under this bill would stay
in the atmosphere for more than a century, harming our children, grandchildren, and generations that
follow. One hundred years from now, half of that excess pollution would stili be up there, contributing to
iiness, flooding, droughts, crop losses, and other harms to real human beings—some of them the very
children, grandchildren and great-grandchiidren of the constituents who voted for you to protect their
interests. Telling EPA it must ignore this poliution would be a toxic legacy akin to telling the Nuclear

Reguiatory Commission to set standards for radioactive waste only at ievels agreed to by nuclear power
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plant owners. Consider what you will say to your own grandchildren when they ask you years from now

how you voted on this proposal and why.

This bill harms U.S. interests by making it harder for us to get other large polluter nations to cut their
carbon poliution. While the U.S. is stili history’s largest carbon-polluter nation, as measured by
cumulative emissions, we cannot protect ourselves by our actions alone. We need a strategy that helps
us persuade other large polluter nations that we must all act in concert to protect our common future by

moving quickly to a cleaner energy economy.

We are rightly proud of the many areas where the U.S. has been a mode! for the betterment of the
human condition and that record Is particularly strong when it comes to health and environmental
protection. With the Clean Air Act we have constructed of model of environmental leadership that has

helped the U.S. enjoy a reputation in the world that others can only wish they could achieve.

The Clean Air Act has worked: more than 40 years ago we began to cut suifur emissions from power
plants and this incredibly important public health initiative has spread around the world. We set
ambitious tailpipe standards from cars and trucks and now the rapidly growing economies of Asia are
requiring limits as good as or better than ours. We moved to take iead out of gasoline and the world has
followed. And most recently, we acted to cut mercury and other toxins from power plants and this led to
successful negotiation of a new international agreement under which other countries will act to cut these

dangerous pollutants. When we lead, the world follows.

if this bill became law, it would make it much more difficult for the U.S. to convince other countries to act
to cut their own climate-disrupting pollution. Since our citizens will suffer the harm from continuing
today’s level of carbon poflution around the world, the bill is directly contrary to U.S. interests. it would
create exactly the wrong model for other countries: it would be a model of a country that ignores the

scientific evidence, directs its environmental regulators to put on blinders to technologies that can



134

reliably and affordably cut emissions from the largest sources of harmful poliution, and puts the polluters

in charge of determining whether the government will be allowed to protect its citizens.

From the perspective of coal advocates, the rationale for this bill appears to be that Congress can protect
the volumes of coal consumed by the power sector by prohibiting EPA from setting any meaningful limits

on carbon poliution from power plants. This tactic simply will not work.

A careful examination of the forces confronting the coal industry shows that handcuffing EPA cannot be a
successful way to improve the lot of coal producers or coal communities. Most U.S. coal use is in the
power sector and the power sector has choices for the resources it uses. The bill seems to ignore the
obvious fact that power producers are not in business to burn coal. Their business interest is in supplying
electricity resources and their fuel and technology choices will be driven by market forces that together

are much more powerfui than the effects of Clean Air Act standards on power production prices.

The biggest drivers of the market’s continuing shift away from coal in the power sector are —

¢ the comparatively lower costs of natural gas as a fuel,

* the comparatively lower capital costs of natural gas power plants,

= the expanded penetration of renewables, particufarly wind,

* the success of demand side management in reducing both annual and peak demands for power,

* and the conviction in much of the investor community, that climate science and observed climate
disruptions will lead to public demands for policies to limit carbon emissions, likely before

investments in new or refurbished coatl plants are recouped.

Ironically, this bill would stop the improvement of the one technology that is essential if coal and natural
gas are to continue to be a substantial energy resource: CCS. The bill cannot and will not do anything to

deal with the fundamental issues facing the continued use of coal. if it became law {which it almost
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certainly will not), it would be at most only an anesthetic that might provide coal producers with some
short-term pain relief but at the cost of causing investors and government actors to turn their back on
deploying CCS. This would ieave the coal industry where it is today: unable and unwilling by itself to
build CCS projects that provide cost-cutting practical experience at pertinent scales, trying to maintain
sales to power sector customers that are increasingly not wedded to coal and thus quite apathetic about

building CCS projects themseives.

Perhaps inadvertently, the bill essentiaily ensures that coal producers wilf have no chance of turning CCS
into a real option for power sector investors. By telling coal producers’ customers {power piant owners})
that they can indefinitely avoid any meaningful EPA limits on carbon pollution by simply declining to
pursue CCS projects, the bill eliminates any incentive for power producers to put their political and

financial muscle into an effort to solve coal’s carbon probiem.

indeed, if this bill were law, it would tell power plant owners that pursuing a CCS project would be
against their economic interests because it would speed the day when the handcuffs on EPA’s authority

would be removed.

The reality is that hamstringing EPA will not keep coal from continuing to lose market share in the U.S.
instead, it will cause the power sector to look eisewhere to hedge its bets against the implications of
climate disruption. Some in the coal-producing sector may think one can deal with climate disruption by
enacting laws decreeing that we shall ignore it. But based on my conversations with many leaders in the
power sector, that is not a view shared by the people who will be deciding what investments to make in

new and existing power systems.

Some claim that today there is a “war on coal,” while others, considering the heaith and environmental
costs inflicted by today’s use of coal to make electricity, say it is a “war by coal.” But these charges and

countercharges will not get us where we need to go as a society. What all of us need, both coal
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promoters and coal critics is a broader consensus on sensible steps we can take to put our energy system
on a more sustainable course. | continue to believe that it is possible to forge a consensus that inciudes a
role for coal, at least as our society transitions in an orderly manner to resources that will function

reliably to power growth without disrupting the climate we depend on to sustain modern economies.

A bill approved by this committee in 2009 and passed by the House a few months later demonstrates
that it is possible to garner the support of many legistators far from “coal country” for policies that would
give coal an opportunity to define a role for itself as a continuing part of the U.S. energy mix. That bill,
authored by two Democrats from states not dependent on coal, included about $60 billion in financial
support for deployment of CCS on coal-fueled power plants. It is worth noting as well, that many
environmental organizations that believe coal use must be phased out quickly nonetheless supported

this legislation.

The Waxman-Markey bill did not become law but it does stand as a reminder that it is possible to
broaden political support among elected officials from around the country for policies that could in fact

provide a pathway for coal to earn a continuing role as a significant U.S. energy resource.

The Whitfield-Manchin draft bill would create a huge obstacle to reviving any potential consensus for
incentives to deploy CCS. it is based on a fundamentally flawed strategy: that by barring EPA from
considering practical, available technologies that can reduce power piant carbon pollution, Congress can
spur new coal plant investments and keep old coal plants running indefinitely. Succeeding with this
strategy would require investors, power company managers, and state utility regulators to deny both

economic and climate risks.

A new coal plant without CCS is simply not equipped to manage the risks that it will face in the
marketplace. Some coal producers may be able to persuade themseives that it makes sense to spend

several billion dollars on a machine that will be the dirtiest new power option in the United States. But
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coal producers won’t be building power plants and the peopie who will be, are not going to believe that

this bill provides them a stahle platform for investing billions in projects that won’t even be on line for

perhaps another decade.

Power sector investors are increasingly learning from Wayne Gretzky: they are skating to where the puck

will be, not where it is now. This bill tries to tell them there is no puck and that just won’t fly.
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Section-by-section discussion

The core substantive provisions of the bill are found in sections 2 and 3.

Section 2 of the discussion draft establishes a special hurdle for any new source performance standards
for GHGs from new coal-fueled power plants. EPA would be barred from setting a GHG emission limit
for new coal plants uniess the limit has already been achieved at a minimum of six coai units located at
six different U.S. generating stations. The stations must be in parts of the country that represent
different operating characteristics of generating units. Third, EPA must ignore any results from any CCS
projects that receive any government funding or financial assistance. Finally, the bill would require a
separate standard for units using coal with average heat content of 8300 or less British Thermal Units per
pound, with a requirement that the standard be no more stringent that the fevel achieved by three units,

in different U.S. locations, using such lower-rank coal.

These criteria are designed to prohibit EPA from setting a GHG standard for new coal units that is any
better than what at least six existing units are already achieving. By ruling out any units with CCS systems
that have received any government financial assistance, the bill creates a condition for any meaningfui
GHG standard that is effectively impossible to meet. Suppose we assume that in this era of projected
minimal new coal unit construction, six new coal units with CCS would be built. Under the bill, the
owners of such plants could prevent EPA from basing a standard on their performance, by taking just one

dollar of federal, state, or local financial assistance. What do you think they would do?

This is policy reminiscent of Kafka. if this bill became law, the most that EPA could do respecting GHG

poliution from new coal units would be to adopt a do-nothing standard.
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Section 3 of the draft repeals the Clean Air Act authority to reduce GHG poliution from existing or
modified fossil power plants under section 111 of the Act. It does this by specifying that any such
standards or guidelines shall not be effective unless Congress enacts a law specifying an effective date.
This is a remarkable example of a sweeping repeal of an important law, based on nathing but speculation

of how EPA might exercise its current Clean Air Act authority.

At this stage, the President and EPA have only set forth a schedule for the issuance of proposed and final
guidelines under section 111{d}) and a date for submission of state plans. One would hope that members
of this Subcommittee would want to at least examine whether there might be steps that could be taken
under section 111{d) that could become a reasonable program for reducing carbon pollution from the

power sector.

Even in coal country not everyone believes that this Clean Air Act authority should be repealed. For
example, the Chairman’s own Commonwealth of Kentucky has provided a white paper to EPA outlining a
framework for 111(d} guidelines that it describes as demonstrating that “we can achieve reductions to

meet President Obama’s goals in a meaningful manner that does not jeopardize our state’s ecanomy.”®

NRDC has carried out analyses, using the contractor and utility model used by EPA and various power
companies, that we believe demonstrate that significant reductions in carbon poflution from existing
fossil power plants are possible, with benefits for Americans that would far outweigh the modest costs of
compliance. As outlined in the attached Issue Brief,” by implementing guidelines that would permit

compliance using a range of power system resources, states couid reduce power sector carbon poilution

6 Letter of October 22, 2013 from Leonard K. Peters, Secretary, Kentucky Energy and
Environment Cabinet, to EPA Administrator Gina McCarthy.

" NRDC, “Using the Clean Air Act to Sharply Reduce Carbon Poliution from Existing Power Plants,
Creating Clean Energy Jobs, improving Americans’ Health, and Curbing Climate Change,”
December 2012, iB:12-11-C. http://www.nrdc.org/air/pollution-standards/files/pofiution-
standards-18.pdf
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by 26% from 2005 levels by the year 2020 at a compliance price tag of about $4 billion per year. But this
program would deliver public health and climate protection benefits of $25 to $60 billion per year ~
benefits 6 to 15 times greater than the costs. Under the program analyzed by NRDC, pollution cuts could
be achieved without increasing natural gas consumption or natural gas prices above business as usual
projections. Wholesale electricity prices were not projected to increase above the business as usual case

either®

NRDC'’s proposal is one example of the opportunity to use the Clean Air Act creatively to start addressing
the problem of continuing carbon poliution from America’s power plants. Whether one prefers NRDC's
approach, the approach developed by Kentucky, or some other approach, EPA has a process underway
that should not be overridden by a poorly considered repeal of this important Clean Air Act authority.
There will be ample opportunities for all voices to make their views known in the process EPA has begun.
And the courts are available to review EPA’s decisions to assure that they follow the law that Congress

has already written.

The Clean Air Act is a showcase success story for America. It has worked to save tens of thousands of
lives and avoid countless ilinesses, while creating new markets for American technical ingenuity. This
great creation of Congress can work to cut carbon pollution too and we urge the members of the

Subcommittee to give clean air a chance.

Thank you for inviting me to testify. | will be happy to answer any questions you may have.

8 http://www.nrdc.org/air/pollution-standards/files/pollution-standards-report. pdf, Figure 11.2
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ISSUE BRIEF

DECEMBES

Using the Clean Air Act to Sharply Reduce Carbon
Pollution from Existing Power Plants, Creating
Clean Energy Jobs, Improving Americans’ Health,
and Curbing Climate Change

o7 i

1

n the night he was re-elected, President Obama told the nation that he wants
our children to live in an America. ..

1, “we can shape an agenda that says we can

create jobs, advance growth and make a serious dent in climate change and be

an international leader.”

We agree. Climate and energy experts at the Natural Resources Defense Council
have crafted a groundbreaking proposal to do just that.

This administration can create jobs, grow the economy,
and curb climate change by going after the country’s largest
source of climate-changing pollution—emissions from the
hundreds of existing power plants. NRDC'’s proposal shows
how the Environmental Protection Agency, in partmership
with the states, can set new carbon poliution standards
under existing authority in the Clean Air Act that will cut
existing power plant emissions 26 percent by 2020 (relative
to peak emissions in 2005). The approach includes an
innovative provision that will drive investment in cost-
effective energy efficiency, substantially lowering the cost
of compliance, lowering electricity bills, and creating
thousands of jobs across the country. Further, NRDC’s
analysis shows that the benefits—in saved lives, reduced
ilinesses and climate change avoided—far outweigh the
costs, by as much as 15 times.

Having endured a year when climate change contributed
to damaging floods, widespread wildfires, record drought and
superstorm Sandy, which cost Americans hundreds of lives
and hundreds of billions of dollars, we cant afford to wait any
longer to act. For the health and welfare of Americans, for
the nation’s economy, and for the stability of the planet, now
is the time to reduce pollution from America's power plants,
dramatically increase the energy efficiency of our economy
and reduce the threat of climate change.

We know where the potlution is; now we jnst have o go
getit.

THE IMPERATIVE TO CUT CARBON
POLLUTION

Uniess heat-trapping carbon pollution is sharply reduced,
negative impacts on the health of our families, communities,
economy and our planet will only grow.

Already, climate change is increasing the numbers of
record heat waves, droughts, and floods——and these extreme
weather events will become even more powerful and
frequent, threatening both lives and the global economy. in
the wake of superstorin Sandy, which devastated swaths of
the U.S. coastline, states and cities must rebuild for this new
reality. But simply preparing for more extreme weather is
not an answer by itself. Future storms will be stronger and
do even worse damage uniess we act now to curb the carbon
pollution that is driving dangerous climate change.

To this end, nothing is more important than reducing
carbon dioxide (CO,} emissions from the largest industrial
source of pollution: electricity-generating power plants. In
the United States these plants emit about 2.4 billion tons
of CO, each year, roughly 40 percent of the nation’s total
emissions.

To be sure, the EPA has taken important first steps by
setting standards that will cut the carbon pollution from
automobiles and trucks nearly in haif by 2025 and by
proposing standards to limit the carbon pollution from new
power plants. But tbe EPA has yet to tackle the CO, poliution
from hundreds of existing fossil-fueled power plants in the
United States.

PAGE 1
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The EPA has both the authority and responsibility to
reduce poliution from these plants under the Clean Air Act,
the nation’s bedrock air pollution law adopted in 1970. NRDC
has crafted an effective and flexible approach to cut carbon
pollution from existing power plants that:

# Uses the legal authority under the Clean Air Act.

 Recognizes differences in the starting points among states.

#

Charts a path to affordahle and effective emissions
reductions by tapping into the ingenuity of the states
and the private sector.

@

Provides multiple compliance options, including cleaning
up existing power plants, shifting power generation to
plants with lower emissions or none at ali, and improving
the efficiency of electricity use.

Using the same sophisticated integrated planning mode}
used by the industry and the EPA, NRDC calculated the
pollution reductions that would resuit from the proposed
approach—and the costs and benefits of achieving those
reductions.

The plan would cut CQ, pollution from America's power
plants by 26 percent from 2005 levels by 2020 and 34 percent
by 2025, The price tag: about $4 billion in 2020. But the
benefits— in saved lives, reduced illnesses, and climate
change avoided —would be $25 billion to 60 billion, 6 to
15 times greater than the costs. For Americans’ heaith and
welfare, for the nation’s economy, and for the health of the
planet, we can't afford not to curb the carbon poliution from
existing power plants.

EPA HAS THE LEGAL AUTHORITY
AND OBLIGATION TO REDUCE
CAREON POLLUTION

The Clean Air Act has been remarkably successful over its
40-year history. Most Americans now breathe inuch cleaner
air, our cities are no longer enveloped in smoke and smog,
the nation's lakes and rivers are recovering from acid rain,
and the ozone layer that shields us from dangerous uitraviolet
radiation is healing after the phase-out of CFCs and other
ozone-destroying chemicals,

The Clean Air Act can also help stem the threat of
climate change by reducing carbon pollution. In 2007, in
Massachusetts v. EPA, the U.S. Supreme Court ruled tbat
the EPA has the authority and responsibility to curb heat-
trapping pollutants under the Cleau Air Act, rejecting the
Bush Administration’s claim that greenhouse gases are not
pollutants under that law. In that case, the nation’s highest
court ruled that if the science shows CO, and other heat-
trapping pollutants endanger public health and welfare, then
the EPA must set standards to reduce their emissions from
new cars and trucks.

In President Obama’s first term, the EPA responded to
the Supreme Court decision by presenting overwhelming
scientific evidence that CO, and the other heat-trapping
pollutants do indeed endanger public health and welfare.
The administration then set new standards in 2010 and 2012
to dramatically cut the carbon poliution from new cars and
SUVs and from heavy trucks and buses.

In a second Supreme Court decision in 2011, American
Electric Power v. Connecticut, the high court ruled that it is
also the EPAs responsibility to curb the carbon pollution from
the nation’s power plants. The legal authority for power plant
standards comes from Section 111 of the Clean Air Act, which
directs the EPA to set “standards of performance” (typically a
maximum ermissions rate) for stationary sources like power
plants that emit harmful air pollutants. Section 111{b} covers
new facilities, while Section 111(d) gives the EPA and states
shared responsibility for curbing pollution from existing
facilities. Under Section 111(d), the EPA issues guidelines
on “the best system of emission reduction,” and then each
state is required to adopt and submit a plan for setting and
meeting emissions standards.

In April 2012, the agency took the first step toward
addressing power plant pollution by proposing the “Carbon
Pollution Standard for New Power Plants” under Section
111{b). The standard would require that new plants emit
no more than 1000 pounds of CO, per megawatt-hour (Ibs/
MWh). To put that in context, coal power plants typically
produce about 2100 {bs/MWh, while natural gas-fired plants
emit 1000/MWh or less. Power companies building new
facilities could thus meet the standard with existing natural
gas power plant technologies, zero-emitting renewables, or
with efficient coal plants equipped with systems to capture
and sequester carbon dioxide.

The EPA's assessment, widely shared in the private sector,
is that even without the proposed carbon poilution standard
new power supply needs will be met by a combination
of natural gas, renewables, energy efficiency, and other
resources because the construction of new conventional
coal-fired power plants is uneconomic. The new source
standard is expected to be finalized in the next few months.

EPA, however, still hasn't addressed the largest source of
carbon pollution, existing power plants, NRDC'’s approach
addresses the challenge of creating equitable regulations
for these sources under Section 111(d), recognizing that the
type and mix of power plants varies among the states. If ait
existing power plants were limited to 1000 lbs of CO,/MWh,
for instance, states with a high percentage of coal-fired plants
would face a much larger task compared to those with lots
of natural gas plants or renewables. The flexible approach
NRDC proposes will help reduce the carbon pollution from
existing power plants in a fair, affordable, and achievable

manner.




144

STATE-SPECIFIC STANDARDS AND
FLEXIBLE COMPLIANCE OPTIONS

The NRDC plan has two key elements:

(1) EPA would set state-specific emissions rates, reflecting
the diversity of the nation’s electricity sector, as well as the
state-by-state structure of Section 111(d).

(2) Power plant owners and states would have broad
flexibility to meet standards in the most cost-effective way,
through a range of technologies and measures.

Here’s how it would work: the EPA would first tally up the
share of electricity generated hy coal and gas-fired plants in
each state during the baseline years (2008-2010 was used for
this analysis). Then the agency would set a target emission
rate for each state for 2020, based on the state’s baseline share
of coal and gas generation. The state standards proposed
and analyzed in this report were calculated by applying a
rate of 1500 1bs of CO,/MWh for the baseline coal generation
share and 1000 Ibs of CO,/MWh for tiie baseline gas-fired
generation share.

For example, a state that now gets 90 percent of its fossil-
fueled electricity from coal and 10 percent from gas would be
required to reduce its 2020 emissions rate to 1450 Ibs/MWh
{(90 percent x 1500) + (10 percent x 1000)]. In contrast, a state
with 90 percent gas-fired generation would have a target of
1050 Ibs/MWh {(10 percent x 1500) +{90 percent x 1000}}. A
state starting with a 50:50 ratio of coal and gas generation
would have a target of 1250 Ibs/MWh. The allowable
emissions rate would drop further in 2025.

The emissions standard for each state would be an overall
emission rate average of all fossil fuel plants in the state. An
individual plant could emit at a higher or lower rate.

Each covered plant with an emission rate above the state
standard could meet the standard by using one or more
compliance options: First, a plant could reduce its own
CO, emission rate by retrofitting a more efficient boiler or
installing CO, capture systems, for instance, or it could burn
a mixture of coal and cleaner fuels, such as gas or certain
types of biomass.

Second, the owners of multiple power plants could
average the emissions rates of their plants, meeting the
required emission rate on average by running coal plants
less often, and ramping up generation from natural gas
plants or renewable sources instead. They could retire coal
plants and build new natural gas and renewable capacity,
if needed, creating a cleaner overall electricity-generating
fleet. Low- or zero-emitting sources, such as wind and sofar,
would earn credits that generators could use to lower their
average emissions rate. The plan also allows trading of credits
between companies within a state, and across state lines
among states that choose to allow it, further lowering the
overali costs of compliance.

An innovative feature of the proposal is the inclusion of
energy efficiency. State-regulated energy efficiency programs
could earn credits for avoided power generation, and avoided
pollution. Generators could purchase and use those credits
towards their emissions compliance ohligations, effectively
lowering their calculated average emissions rate. Energy
efficiency is one of the lowest cost energy resources and
emission reduction options. States could use this provision
to slash emissions without costly and lengthy power plant
retrofits or new construction, reducing the overall cost of
the regulations.
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Improving energy efficiency also cuts costs to consumers
: and businesses. Switching to more efficient light buibs,

200 e - ; - adding weather-stripping or insnlation in buildings, or
installing more efficient appliances and equipment, for
exarmple, can save a typical household more than $700
per year—about one-third of the $2,200 average annual
utility bill.

Energy efficiency programs should include rigorous
requirements to ensure that credited reductions in electricity
use are real and verifiable, These requirements are addressed
in the proposal.

The range of compliance options enables a 26 percent
reduction in emissions of climate-change-causing CO,
emissions from existing power plants by 2020 compared
to 2005 levels (or equivalently, a 17 percent reduction
compared to 2011 levels; see Figure 1: Generator Compliance:
1llustrative Example; and Figure 2: Power Sector CO,
Emissions Projections (Million Short Tons)}.

States would have additional options. They couid follow
the EPA model program. They also would have the freedom
to adopt alternative approaches—such as those already
implemented in California and the Northeast States (through
the Regional Greenhouse Gas Initiative)—as long as the states
demonstrate those approaches will achieve equai or lower
emissions.

2,000 ~

1.000

€0, Emission Rate {ihs/MWh)

ons Projections (Million Short Tons)
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THE BENEFITS OF IMPLEMENTING
THE PROPOSAL

NRDC asked ICF International to analyze the proposed
approach using the company’s proprietary Integrated
Planning Mode! (IPM®). Used routinely by hoth the utility
industry and regulators to determine cost-effective ways

of meeting the natfon's electricity needs and to assess the
effects of regulations, the IPM® models the entire electric
power sector. It integrates extensive information on power
generation, fuel mix, transmission, energy demand, prices of

electricity and fuel, environmental policies, and other factors.

Tor this analysis, NRDC made a series of conservative
assumptions about fuel prices, energy demand, and policies
to plug into the IPM®-—and also assumed that new EPA rules
limiting emissions of mercury, air toxics and further reducing
sulfur dioxide and nitrogen oxides would be implemented.

Modernizing the Electricity Sector

The resuits from the model show that the proposed approach
would begin to modernize and clean up America's electricity
sector while modestly reducing the nation’s electricity bill.
This is because energy efficiency programs adopted in
response to the incentives created by the approach would
cause overall dernand to decline by 4 percent, rather than

Figure 3: U.8. Eleetric Ef gram Investmen

increase by 7 percent. Meanwhile, coal-fired generation
would drop 21 percent from 2012 to 2020 instead of
increasing by 5 percent without the proposed carbon
standard. Natural gas generation would rise by 14 percent,
while renewables rise by about 30 percent (assuming nno new
state or federal policies to expedite an increase in market
share for renewables).

Investments in energy efficiency and demand response
are the lowest cost compliance pathway—much cheaper
than building new power plants or installing poliution
controi equipment—so including this flexibility significantly
reduces overall costs. Energy efficiency consistently delivers
over three dollars in savings for every dollar invested,
which is one of the many reasons utilities have scaled up
annual investment from $2.7 billion in 2007 to nearly $7
billion in 2011, with a corresponding increase in energy
savings. See Figure 3: U.S. Electric Efficiency Program
Investments, 2007-2011. Efficiency investments reduce the
need to build additional power plants and infrastructure,
reduce wholesale power prices, and deliver significant bilt
savings to individuals and businesses. Because substantial
reductions in CO, can be achieved through energy efficiency
without building many new power plants or installing lots
of expensive pollution control equipment, the total costs of
compliance would be low—netting out at $4 billion in 2020.
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Heaith and Environmental Benefits

The benefits of the proposal far outweigh the costs. Carbon
dioxide from power plants contributes to the severity of heat
waves, droughts, floods and rising sea levels, all of which
bring an enormous toll in human lives, devastation and
economic disruption. The value of reducing carbon pollution
is estimated at $25 to $59 per ton, or more.

The proposal also brings cuts in emissions of traditional
pollutants like sulfur and nitrogen oxides spewing from
power plants beyond what current reguiations would achieve.
The emissions reductions delivered by implementing the
proposal would prevent more than 23,000 asthma attacks,
avoid more than 2,300 emergency room visits and hospital
admissions per year and prevent thousands of premature
deaths.

The benefits of reducing CO, and the traditional poltutants
are both substantial, and add up to $25 to $60 billion. That’s
6 to 15 times higher than the costs of complying with the
proposal {see Figure 4: Estimated Costs and Benefits From
Reductions in SO,, NOy, and CO, (2020)).

What's more, this approach would stimulate investments
of more than $90 billion in energy efficiency and renewables
between now and 2020, boosting local and state economies.
Establishing such CQ, emission standards now will give the
power industry the investment certainty it needs to avoid
billions of doHars of stranded investment in obsolete power
plants.
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Mr. WHITFIELD. Thank you, Mr. Hawkins.
And, Mr. Cichanowicz, you are recognized for 5 minutes.

STATEMENT OF J. EDWARD CICHANOWICZ

Mr. CiCHANOWICZ. Chairman Whitfield, and members of the sub-
committee, thank you for the opportunity to speak this morning.
For more than 4 decades I have designed and tested environmental
controls for fossil power stations. This morning I will summarize
my opinion on the status of carbon capture and sequestration, and
present a few graphics to show what the design challenges are.

CCS differs from all controls previously adopted to power sta-
tions to date. The amount of CO, removed from the gas stream is
at least 15 times the amount of sulfur dioxide that is removed by
flue gas desulfurization when using a high sulfur coal. The COs,
once captured, in most cases must be transported at least dozens
of miles, and the ultimate sink is well below the Earth’s surface.
All three of these steps have yet to be conducted at full scale on
a coal-fired power station.

Let us look at a commercial design for one of the three options
to control CO,. Exhibit 1 shows the preliminary design of a 750
megawatt power station equipped with post-combustion control.
This station was proposed, but not actually built. The equipment
in red shows the boiler and steam turbine that produce the power.
Encircled in green are the conventional controls for the emissions
of sulfur dioxide, nitrogen oxides, particulate matter, and trace spe-
cies, such as mercury. Encircled in blue is the CO, capture equip-
ment. The array of towers on the right absorbs CO,, and those on
the left regenerate CO,. What is noticeable is the size of the equip-
ment. It is much larger than the conventional environmental con-
trols. You can appreciate why it is important to get this design
right, and get it right the first time.

The problem is that we have limited data from which to base a
design, so we must do three things with our data. The first is to
scale results from small pilots and early demonstrations to enable
designing a large commercial unit. The second is to generalize re-
sults, or extend what we learned with one coal at one site to the
variety of coals and sites that we will encounter around the U.S.
And the third, most important, is to make sure that all the indi-
vidual components work together.

Exhibit 2 helps explain a critical step in scaling. Exhibit 2 shows
the largest pilot plant operating in the U.S. right now that is test-
ing this particular process. It is at Alabama Power’s Plant Barry.
This pilot plant treats the gas flow equal to about 25 megawatts
of capacity. The test towers for CO, absorption and regeneration
are designed to look like the core, like an apple core, from a com-
mercial reactor. So if we were designing a system for Exhibit 1
right now, we would scale this Barry pilot plant results by a factor
of 37. For some steps, this is straightforward, and can be done with
confidence, but for many steps, it cannot be done. There are two
other methods to capture CO, the pre-combustion method that is
used with gasified coal, and oxycombustion. I believe all three op-
tions, given time, have an equal chance to be commercially proven.

There are additional pilot plants and demonstrations coming on
line in the next few years, but their numbers are few, and the re-
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sults will take a while to acquire. Exhibit 3 shows a timeline of
pilot plants, small commercial, and demonstration units that I
think will influence CCS feasibility in the U.S. Most of these are
in North America, but several are in Europe. The timeline shows
the date when operations begin, and, on the vertical axis, it shows
the size of the test or demonstration unit, in terms of the equiva-
lent capacity.

I have included both pre-combustion and oxycombustion options
on the chart, and these are distinguished by different symbols. I
have also distinguished between projects that are operating or
under construction. Those are the ones with the symbols filled in,
which I understand you can’t see real well, but they tend to be
more in the lower left. The projects that are not yet financed are
represented by the open symbols. Although the Great Plains Syn-
fuels Unit has operated with pre-combustion control for years, we
need to generalize results beyond the lignite fuel that it uses and
the co-production of chemicals and power.

The final graphic highlights the utility demonstrations in the cir-
cle on the right. Exhibit 3 shows that only a few demonstration
projects will be operating in the next several years. And, please,
recognize the importance is not the start date, but the date when
we acquire experience that we can use in coming up with a design,
and that will be several years from startup.

There are equally challenging issues concerning CO; sequestra-
tion or re-use. These include, for example, the distribution of CO»
sinks throughout the U.S., the predicted 5 to 10 year period to con-
fidently map the details of the site, and the potentially confounding
role of property rights. My written testimony further addresses
these topics.

In summary, CCS, at some time in the future, may prove a fea-
sible technology to control CO2 emissions. In my opinion, we need
until about 2020 to make this assessment with a reasonable degree
of confidence. CCS is not commercially proven now. For it to be so,
we need to populate that circle on the right with many more sym-
bols, and the need to be closed, showing financed operating units
not open.

Thank you for your time.

[The prepared statement of Mr. Cichanowicz follows:]
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SUMMARY

The U.S. Environmental Protection Agency (EPA) has proposed carbon dioxide (COz)
limits for coal-fired power stations that require carbon capture and sequestration
(CCS) technology. EPA’s judgment that CCS technology is commercially proven is
based on results from pilot-scale and demonstration tests, and experience with one
commercial-scale unit located in the U.S. providing “co-production” of chemicals and
power. In addition, EPA assumes storing €Oz in depleted oil reservoirs - providing
the benefit of enhanced oil recovery (EOR) - can be generalized nationwide.

In fact, meaningful experience is lacking with the three evolving CCS-related
options: postcombustion control, precombustion control, and oxycombustion.
These options have been tested at pilot plant and demonstration-scale, but no
integrated processes operate dedicated to power generation. Although claims
abound of experience, most are of limited relevance. For example, the CCS Institute
in its Global Status of CCS: 2013 notes twelve “large-scale” projects presently operate
world-wide, but eleven address natural gas processing or chemical production,
using equipment that is a fraction of the scale required for power generation.1

We need additional demonstration-plant experience so we can design large,
commercial-scale units for almost any coal, at almost any domestic U.S. site. We
need to “scale” results, which means applying what we learn at small units (those
100 MW or less) to the design of typical base load units of 500 MW or more. We
also need to “generalize” results, which means applying what we learn with one type
of fuel at one site, to fuels and sites nationally. Further, we must assure components

1 The Glabal Status of CCS: 2013, Global CCS Institute, Table A.3., page 162
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that work as individual pieces at small-scale also will work in a system at large scale,
while meeting a variable load.

There is no shortcut for acquiring this knowledge; demonstration and early
commercial units must be financed, built, and tested for several years. At present
only two test units are certain to operate in the U.S. by 2014. About six others are
planned - including several in Europe, but financing for these six additional projects
is not complete, leaving these projects at risk. One of the control options
(precombustion) operates in the U.S. at commercial scale, but on one unique fuel,
and in a chemical “co-production” mode with power.

€Oz once captured must be safely sequestered or reused. Most of the proposed
demonstrations or early commercial units plan to reuse COz for EOR, which has a
long history in the U.S. But assuming broad CCS application based on EOR restricts
plant location and does not eliminate uncertainty. EOR sites are relatively limited.
Absent EOR, the most prominent form of sequestration is within deep saline
reservoirs. The capacity to store COz in deep saline reservoirs is better distributed
across the U.S. than for EOR, but still presents an uneven sink for COz across all
states.

Other challenges exist for both EOR and deep saline reservoirs. Characterization of
subsurface formations is not complete. And both CO; fates require investment in
infrastructure for pipeline delivery, and clarifying property right laws.

It is possible CCS can evolve to help mitigate CO; emissions, but that is dependent on
the results of future demonstration tests, and field studies to clarify the
uncertainties of EOR and sequestration. We do not know enough pow to draw a
conclusion. The work planned between now and 2020 must be completed, and
supplanted by additional projects, to give CCS a chance of being commercially
proven.

INTRODUCTION

Chairman Upton, Ranking member Waxman, and members of the Subcommittee,
thank you for the opportunity to speak with you. Today I will present a brief
overview of carbon capture and sequestration {CCS} and provide an example of the
type of work being done to demonstrate these technologies. I will also present a
timeline for major CCS demonstration projects - mostly in North America, but
including several international efforts that may affect the commercial feasibility of
CCSin the U.S.

Based on my experience in over 40 years of conducting research, demonstration,
and testing of environmental controls for fossil fuels, I believe that we do not yet
have sufficient experience by which to judge the commercial prospects of CCS. We
will not have that experience until about 2020 - and that assumes that a sufficient
number of demonstrations are actually funded, built, and provide us with data.
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There does not appear to be a way to considerably shorten the time necessary to
evaluate CCS processes under commercial conditions, without incurring significant
risk. This risk would be manifested in terms of cost overruns to apply CCS and
possibly compromise to reliability of a generating unit so equipped. Iam not alone
in this projection - it is generally consistent with the recent assessment of CCS
issued by the Congressional Research Service.2

DESCRIPTION OF CARBON CAPTURE AND SEQUESTRATION METHODS

Carbon capture and sequestration, as the name implies, enables the capture of CO;
and ultimate sequestration or storage - or where possible reuse for enhanced oil
production. There is significant research and demonstration ongoing in this sector,
which may eventually pay off to refine the technology. At present, there are three
categories of CCS vying for near-term commercialization. These are:

Postcombustion control, which removes COz from the products of fossil fuel
combustion in conventional steam boilers. The process equipment is located
following the conventional environmental control system, and typically employs a
chemical reagent to capture COz.

Pre-combustion control, which removes carbon after coal is gasified into hydrogen
and carbon monoxide, and after the energy in the carbon monoxide is transferred
into more hydrogen. CO; oxidized from the carbon monoxide is separated from the
hydrogen, and the latter is used in gas turbines for power.

Oxv-combustion, which is based on first separating the oxygen from air, and
combusting fossil fuel in the nearly pure oxygen environment.

Each option has equal prospects to be successfully commercialized - that is, offered
for sale with meaningful guarantees for performance and reliability. This criterion
for commercialization - that CCS not just is offered for sale but also that it be backed
up by meaningful guarantees - is required for success. The recent Congressional
Research Service report on CCS acknowledged the importance of this distinction.3

Carbon capture is the first step — and responsible for 90% of the estimated cost for
removing and sequestering COz. But it is not the sole task at hand. Once captured,
COz must be re-used or sequestered, where it is intended to reside for perpetuity. A
widely discussed form of COz storage is sequestration in deep saline aquifers, while
the primary form of COz re-use is enhanced oil recovery (EOR). Both COz fates may
in time prove viable - EOR has been used for decades. However, questions arise as
to how these sites are distributed in the U.S,, and how long it takes to fully
characterize the subsurface geology.

2 Carbon Capture: A Technology Assessment, prepared by the Congressianal Research Service, October
21,2013, Report 7-5700 R41325.
3 Ibid. Page 24.
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For example, sequestration may not be feasible where surface and subsurface
property rights are not clear. Although early results from the eight Regional Carbon
Sequestration Partnerships suggest deep saline aquifers can safely store COz, the
integrity of sequestration over long periods of time must be proven. And,
measurement and verification methods to evaluate site integrity must continue to
be refined.

RESEARCH AND DEMONSTRATION ACTIVITIES

Research and demonstration tests are underway to explore how to commercialize
CCS for broad industry application. As will be discussed, success with CCS at any
one facility or unique site conditions, although informative, does not assure broad
availability across the U.S. To broadly apply COz capture we must learn how to do
three things. These are (a) scaling results from pilot plants and early demonstration
units to a commercial size unit, (b) generalizing CCS design beyond the specific coal
and site condition for any one test or demonstration, and (c) assuring components
work together seamlessly. These lessons are elaborated as follows.

Scaling Design to Larger Capacities. The task of “scaling” the design from pilot plant
or demonstration equipment to a large commercial generating unit must be

addressed. Experience at small pilot plant capacities that are equivalent to 20-100
MW is invaluable, but we must know how to extend these lessons to larger sizes.

The size of postcombustion CO2 capture equipment is indicated by Exhibit 1, which
presents the conceptual design of a proposed coal plant employing postcombustion
control. Exhibit 1 shows three categories of equipment that comprise this plant.
First, encircled in red is the steam generator and turbine that generate power.
Second, next to the steam generator and turbine - encircled in green - are
environmental controls to limit emissions of nitrogen oxides (NOx), sulfur dioxide
(S02), particulate matter, and other species that are addressed by the Mercury and
Air Toxics program.

The CO:z capture equipment is the third category - within the blue circles. As shown
in Exhibit 1, equipment both for absorption of COz and regeneration of a
concentrated byproduct is required.

Exhibit 1 represents a conceptual design of a 750 MW plant that was proposed but
not built. In the U.S, the sole experience with postcombustion control is with the 25
MW-equivalent pilot plant at Alabama Power Company’s Barry Station - shown in
Exhibit 2. The pilot absorber tower is designed as an “apple core” in a commercial
reactor - with the resulting data used to scale the design by a factor of 20 to support
a 500 MW unit.

Exhibit 1 represents a conceptual design for one approach - postcombustion CO2
control - and does not reflect pre-combustion or oxycombustion methods. The
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latter two methods may differ from Exhibit 1 in the size of equipment and plant
“footprint”, but they are equally complex and share the need for step-by-step
demonstration.

Generalizing Design for Broad Application. Any one test or demonstration site is

characterized by coal composition and site conditions which cannot readily be
generalized to other fuels or sites. Extending design lessons from demonstration
equipment to different fuels and sites is necessary to provide CO; capture
technology on a broad national basis.

For example, coal composition ~ particularly inorganic material - can affect process
chemistry. Success with a specific coal like lignite does not guarantee success for
other widely used coals, such as eastern bituminous coals or coals from the Powder
River Basin. Further, the content of chlorides and fluorides in coal is important as
this affects corrosion, and the materials-of-construction necessary to resist
corrosion. Other fuel factors such as volatility ~ the ease with which solid particles
gasify when exposed to heat - is also important, particularly for the pre-combustion
method.

Site characteristics, such as ambient temperature and humidity, and access to water
for process equipment and cooling towers are features important to CCS
performance.

In summary, generalizing equipment design for each of postcombustion,
precombustion, and oxycombustion CO; control methods will require experience
with at least the three “ranks” of coal used in the U.S,, as well as various sites.

“Seamless” Qperation of Components . A third precondition to any broad

deployment of carbon capture is making sure the individual components work
together in a seamless or integrated manner. Some observers note individual CCS
components have been used successfully at small sizes in singular applications -
equating this experience with demonstrated integrated design. However, CO2
control processes must respond with the rest of the plant to meet a variable - and at
times unpredictable - load, particularly in today’s competitive power markets.

Satisfying variable load requires not a collection of components but an integrated
system. This task is as important as design of any individual component. In fact, the
Global CCS Institute, in its recently released Global Status of CCS: 2013, note that
“...the key technical challenge for widespread CCS deployment is the integration of
component technologies into successful large-scale demonstration projects in new
(emphasis added) applications such as power generation ...".* Further, the
International Energy Agency, in its Technology Roadmap for Carbon Capture and
Storage: 2013 states that “....although the individual component technologies
required for capture, transport, and storage are generally well understood.......the

4 The Global Status of CCS: 2013, Global CCS Institute, page 10.
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largest challenge for CCS deployment is the integration of component technologies
into large-scale demonstration projects”.>

These lessons can only be learned with large-scale demonstration projects. For
example, Sask Power’s Boundary Dam Unit 3 - equipped with a postcombustion CO2
control and scheduled to start-up in early 2014 - employs 125 separate subsystems.
Mississippi Power’s Kemper County unit - equipped with pre-combustion CO:
capture designed for lignite coal- and also scheduled to startup in 2014 - employs
an equally large number of subsystems never operated as one integrated design to
exclusively serve power generation.

In summary, the need to scale, generalize, and integrate the operation of CO:
capture processes requires large-scale demonstration.

TIMELINE FOR TESTING AND DEMONSTRATION INSTALLATION

Reviewing the timeline for pilot plant, demonstration, and early commercial
application is instructive in understanding the state of commercial development.

Exhibit 3 depicts a timeline for pilot, demonstration, and early commercial tests that
could affect CCS feasibility in the U.S. The start date is shown for each activity on
the horizontal axis, and the size of the unit in terms of the equivalent generating
capacity is shown on the vertical axis. Projects represented by symbols that are
“closed” are operating or under construction, while “open” symbols reflect projects
planned but not yet financed. Most of these test facilities are located in North
America, but several are at facilities in Europe. Exhibit 3 shows for each test the date
when the unit begins operation. This date - although noteworthy - is not the most
important. Rather, progress is actually determined most by when results are
available to deduce design principles. The date when design rules can be derived
from experimental data is typically 2-3 years subsequent to the unit start date.

Exhibit 3 shows that with the exception of the Dakota Gasification Facility, operating
experience on large units does not accrue until about 2017-2018. In 2014 Sask
Power’s 110 MW Boundary Dam Unit 3 begins operating with postcombustion
control, and Mississippi Powers’ Kemper County with pre-combustion control.
These units, being first-of-a-kind, may not produce useful data in the first months of
operation. It is possible 6-12 months may be required to “shake down” the process
equipment, eliminate operating “bugs”, and begin to accrue data.

The duration of tests cited in Exhibit 3 varies significantly. Several small
postcombustion processes that capture CO; for use on-site (e.g. not requiring
transport for sequestration or reuse) have operated for 10 years (Warrior Run,
Shady Point, Searles Valley Minerals). Two small (10-30 MW-equivalent)

5 Technology Readmap: Carbon Capture and Storage: 2013 Edition, The International Energy Agency,
2013. See page 5.
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oxycombustion pilot plants (Calide, Lacq) operated for 2 years, while the Vattenfall
oxycombustion pilot plant will operate for a decade to derive adequate experience.

Exhibit 3 suggests commercial design data may start to be available around 2017
and 2018 - but results will be limited in scale and scope. There are no large
postcombustion CO; demonstrations planned for any of the three U.S. coal ranks
(lignite, eastern bituminous, subbituminous); only the 25 MW Plant Barry pilot
plant provides data. Experience with oxycombustion control will emerge from the
Department of Energy (DOE) sponsored FutureGen project by about 2019.
Although several helpful projects are planned, the financing for them is not
complete (e.g. open symbols).

In summary, Exhibit 3 shows that by 2020 a limited number of demonstrations will
be available from which to derive design rules.

COz REUSE OR SEQUESTRATION

Equally important to the capture of CO: is the ultimate fate of the CO2 - where to put
it once removed from the gas stream. The reuse of CO; for EOR is one possible long-
term fate. CO; has been used to increase production of oil or gas in partially
depleted reservoirs for decades. However, the ability for EOR to broadly supply CO2
sinks for coal-fired generation across the entirety of the U.S. is not apparent - the
largest sites are concentrated in a limited number of states. The pipeline network to
deliver CO; from around the U.S. to these sites must be expanded. The technical
challenges to expanding the pipeline network can be overcome, but it may be harder
to address several non-technical issues, including property rights, right-of-way, and
the conflicting laws and rules of multi-state jurisdictions.

The alternative to EOR - sequestration in deep saline reservoirs - also offers
potential to store CO2. The DOE estimates significant capacity to store COz in deep
saline reservoirs, and reports deep saline “sinks” for COz are more uniformly
distributed than sites for enhanced oil recovery. Similar to EOR, there are important
non-technical issues, mostly related to property rights.

Three aspects of property rights are important: (1) acquisition of pore space for
storage over a broad area; (2) right-of-way to construct transport pipelines; and (3)
access to the surface for monitoring.

Subsurface lands with the desired pore space can be privately owned, and CO>
injection can impact owners in multiple states. Historically, the laws governing
access to oil and gas fields from multiple owners ~ addressing compulsory
unitization and eminent domain - may be inadequate for CO; injection.

CO:z repositories must be extensive and due to their size could infringe on existing
minerals, water, and private property rights (both surface and subsurface).
Repositories located across state lines will introduce jurisdictional questions -
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particularly if CO; plumes migrate. COz-derived liabilities are not fully defined and
there is little basis for resolving disputes. Further complicating the issue of how to
address long-term CO; fate is the time frame for monitoring and responsibility for
sequestration, which extends well beyond that typical for oil/gas experience.

In summary, the potential to permanently isolate CO; by EOR or sequestration
exists, but uncertainties remain. Candidate sites for sequestration or EOR must be
extensively studied to assess their feasibility - the International Energy Agency
estimates 5 to 10 years to qualify a saline reservoir as adequate.t The DOE National
Energy Technology Laboratory (NETL) Regional Partnerships address these
questions through eight large-scale field studies, but all have operated for a
relatively short period of time.” Similar to the COz capture step, completing these
and additional field studies is needed.

CCS: WHEN PROVEN?

Several organizations describe demonstration and commercialization goals for CCS
for 2020. That these organizations publicly define a commercialization goal for 2020
is significant - it implies CCS at present is not commercially proven, and that a series
of steps are required to be so proven. Whether or not CCS will be successfully
demonstrated by 2020 remains to be seen - but three of the following “roadmaps”
imply it is not demonstrated at present.

Specifically, the International Energy Agency (IEA) in its recently released
Technology Roadmap: Carbon Capture and Storage — 2013 Edition recommended for
2020 that “...the capture of COz is successfully demonstrated in at least 30 projects
across many sectors.....8 The document also presents an Action 2, which advises
governments to “develop national laws and regulations as well as provisions for
multilateral finance that effectively require new-build, base-load, fossil-fuel power
generation capacity to be CCS-ready”.? The provision that new-build plants be CCS-
ready is in contrast to requiring that new-build plants be equipped with CCS.

The U.S Department of Energy’s National Energy Technology Laboratory’s most
recent Carbon Dioxide Capture and Storage RD&D Roadmap identified a DOE goal of
“...having an advanced CCS technology portfolio ready by 2020 for large-scale
demonstration that provides for the safe, cost-effective carbon management that
will meet our Nation’s goals for reducing GHG emissions”.10 The Roadmap further

6 Ibid. Page 17.

7 The United States 2012 Carbon Utilization and Storage Atlas, Department of Energy, page 8.

8 Technology Roadmap: Carbon Capture and Storage: 2013 Edition, The International Energy Agency,
2013. See page 23.

9 Ibid, See page 28.

10 DOE/NETL Carbon Dioxide Capture and Storage RD&D Roadmap, December 2010, page 3; also
Figure 1-10 timeline on page 12.
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calls out completing by 2020 “full-scale demonstrations of advanced oxy-
combustion and post-combustion COz capture technologies”.!*

In April of 2012 the UK Ministry for Energy and Climate Change issued a CCS
Roadmap, which stated “Our aim is to enable industry to take investment decisions
to build CCS equipped fossil power plant in the early 2020s.12 This document
further describes a CCS Commercialization Programme, which states an objective of
“...reducing the cost of CCS so that it can be deployed in the early 2020s". 13

CONCLUSION

CCS technology could eventually be a viable option to limit COz emissions from coal-
fired power stations. At present, the technology is not commercially proven to allow
broad application in the U.S.

For CO; capture, additional demonstrations are necessary to enable design of large
commercial systems that can be provided with meaningful guarantees. The work to
date has contributed to a basic understanding of the processes, but is inadequate to
formulate a reliable design for large units.

Sequestering CO; for extended periods of time is uncertain. Barriers must be
addressed prior to broad application. Subsurface geology must be mapped.
Uncertainties in property rights in many states must be clarified. And, the long-term
fate of injected COz - to be safely sequestered — must be verified, along with
monitoring techniques. Significant investment in pipeline infrastructure will be
required. There may be fewer uncertainties with EOR, but these sinks for COz are
not broadly distributed. Both pipeline infrastructure and the geologic mapping of
depleted fields must be expanded.

Without additional demonstrations and field tests, significant risk for failure exists.
These risks will be manifested in terms of higher costs, a compromise to reliability,
or both.

11 {bid. Page 12, Table 1-1.
12 ¢CS Roadmap: Supporting Deployment of Carbon Capture and Storage in the UK, April 2012, page 5.
13 Ibid, page 26.
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EXHIBIT 1

Conceptual Design of Coal-Fired Power Plant Equipped with Postcombustion
Carbon Capture (Source: Tenaska Trailblazer)

10
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EXHIBIT 2

25 MW-Equivalent Postcombustion CO: Pilot Plant
at Alabama Power Plant Barry (2012+)

11
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EXHIBIT 3

CCS PILOT PLANT AND DEMONSTRATION TIMELINE
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Mr. WHITFIELD. Thank you very much.
And, Dr. van der Vaart, you are recognized for 5 minutes.

STATEMENT OF DONALD R. VAN DER VAART

Mr. VAN DER VAART. Good morning, Chairman, and members of
}he %ommittee. I am with the State of North Carolina. Thank you
or the——

Mr. WHITFIELD. Your microphone

Mr. vAN DER VAART. Sorry. I am with the State of North Caro-
lina, and I appreciate the opportunity to testify today. Before I
comment on the specifics of EPA’s use of Section 111 of the Act,
I wanted to note issues that my comments will not address.

First, my comments are not about the scientific uncertainty of
the impact anthropogenic greenhouse gas emissions have on cli-
mate. My comments do not address the accuracy or inaccuracy of
the ITPCC models relied upon by the EPA, or the divergence be-
tween the models’ predictions and the actual temperatures over the
past 15 years. These issues are critical to any decision on whether,
in the absence of Congressional authorization, the EPA should reg-
ulate greenhouse gas emissions from stationary sources.

Against this background, I offer three specific concerns about
EPA’s current actions to regulate greenhouse gas emissions from
fossil fuel fired electric generating units. First, EPA is required by
Congress to base any new source performance standard on the best
system of emission reductions that the Administrator determines
has been adequately demonstrated. The EPA has recently proposed
NSPS for utility units, assumed carbon capture and storage, or
CCS, has been adequately demonstrated. One need only look at the
yet to operate Kemper County Energy Facility in Mississippi, with
its substantial governmental funding, as prima facie evidence that
the EPA’s conclusions are unsupported.

Even if a state is blessed with the requisite geologic formations,
facilities would be required to build miles of pipeline simply to
reach the formation. EPA’s proposed approach will pit the reli-
ability of this nation’s electricity supply against the considerable
uncertainty of environmental permitting of these pipelines, super-
imposed on an unproven technology of CCS. Sound science, rather
than speculation, should drive environmental regulation.

Second, the traditional function of Section 111 was to protect, or
grandfather, existing facilities to prevent their migration to less
polluted areas of the country. The 1990 amendments to 111(d) were
true to this tradition by prohibiting the overlap of 111(d), for exist-
ing sources, with two other programs in the Act. Section 111(d)
prohibits EPA from regulating pollutants from source categories
regulated under Section 112. In 2011, EPA issued regulations
under Section 112 applicable to fossil fuel fired electric generating
units, thereby foreclosing regulation under Section 111(d).

In the past, EPA has suggested that there is a conflict in the
statutory language of Section 111(d) with regard to whether the
112 prohibition was pollutant specific or source category specific.
This is a false choice, as there is no internal conflict in Section
111(d). Prior to 1990, Section 112 was pollutant specific. In 1990,
the structure of Section 112 was changed from one that regulated
pollutants to one that regulated source categories. To prevent over-
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lap with the newly structured 112 program, 111(d) was augmented
to exclude not only Section 112 pollutants, but also Section 112 reg-
ulated source categories. The two exclusions are entirely self-con-
sistent, and should not be used to invoke Chevron deference.

Section 111(d) also prohibits regulating pollutants listed under
Section 108. A pollutant must be listed under Section 108 when
three criteria are satisfied. Those criteria were satisfied when EPA
published its endangerment finding under Section 202. While
North Carolina takes no position on whether EPA should establish
NAAQS for greenhouse gases, all of the conditions necessary to list
greenhouse gases under Section 108 have already been met. The
listing in itself prohibits EPA from regulating greenhouse gas emis-
sions under Section 111(d). Indeed, EPA may already be under a
pre-existing non-discretionary duty to issue criteria and simulta-
neously propose a natural ambient air quality standard for green-
house gases.

Finally, in the case where EPA does have authority to establish
emission guidelines under Section 111(d), that authority is limited.
EPA is not authorized to impose emission standards on existing
sources. Rather, EPA can only establish a unit specific guideline
that describes what control technologies have been demonstrated.
Once EPA provides that guideline, Section 111(d) allows states to
develop unit specific emission standard after considering many fac-
tors, including the cost, physical constraints on installing controls,
and the remaining useful lifetime of the emission units.

The plain language of the Act, as well as the legal precedent,
precludes EPA and states from designing a standard that relies on
reductions made outside of the emission unit. Any flexibility in
compliance with a standard based on a specific emission standard
resides with the states, who have the primary responsibility for im-
plementation of this program.

Thank you.

[The prepared statement of Mr. van der Vaart follows:]
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Statement of

Donald R. van der Vaart, Ph.D., P.E., J.D.

North Carolina Department of Environment and Natural Resources
November 14, 2013

Summary of Testimony

Legal Issues — There are serious questions concerning EPA’s authority to regulate greenhouse
gas emissions from stationary sources under the Clean Air Act (Act). Rather than pursuing its
duty under section 108 of the Act, EPA appears to be following a course pursuant to section 111
of the Act to regulate greenhouse gas emissions from stationary sources. Under section 111(b)
EPA is proposing a standard for new sources that does not meet the requirements of the faw.
Additionally, EPA seeks to regulate existing sources under authority that does not exist in

section 111(d).

Technical Issues — EPA’s current proposal to regulate new fossil fuel-fired electric utility units
under section 111(b) of the Act is based on their finding that carbon capture and sequestration
(CCS) has been adequately demonstrated. CCS has not been adequately demonstrated. There is
continuing uncertainty with respect to the application of this technology on this scale as well as

continued concerns about the availability of geologic formations for sequestration.

Implementation Issues — EPA’s contemplated approach to regulate greenhouse gas emissions
from existing fossil fuel-fired electric utility units under Act section 111(d) raises serious
concerns about the roles of the federal and state governments in implementing air pollution
control programs. The Act charges the States - not EPA - with the responsibility to develop and

implement air pollution control programs. Any EPA regulatory action designed to address
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greenhouse gas emissions from fossil fuel-fired utility units should acknowledge and respect this
cooperative federalism and allow States the ability to define the requirements for sources located

within their States.
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Statement of

Donald R. van der Vaart, Ph.D., P.E., J.D.

North Carolina Department of Environment and Natural Resources
November 14,2013

Good morning Chairman and members of the Committee, I am Donald van der Vaart, with the
North Carolina Division of Air Quality. 1am here on behalf of John Skvarla, the Secretary of the
North Carolina Department of Environment and Natural Resources. Thank you for the

opportunity to testify today.

1 would note that the Clean Air Act (Act) specifically provides that States ~ not the EPA — “have
the primary responsibility” for implementing programs that protect the air resources of this
Nation. It is an indisputable fact that States, like North Carolina, have been very successful over
the past 30 years implementing programs that protect public health and welfare while providing

for economic development.

Before I comment on the specifics of EPA’s use of section 111 of the Act [ wanted to note issues
that my comments will not address. First, my comments are not about the scientific uncertainty
of the impact anthropogenic greenhouse gas emissions have on climate. My comments do not
address the accuracy or inaccuracy of the IPCC models relied upon by EPA or the divergence
between the models” predictions and actual temperatures over the past 15 years. These issues are
critical to any decision on whether, in the absence of Congressional authorization, EPA should

regulate greenhouse gas emissions from stationary sources.
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Against this background I offer three specific concerns about EPA’s current actions to regulate

greenhouse gas emissions from fossil fuel-fired electric generating units.

First, EPA is required by Congress to base any New Source Performance Standard (NSPS) on
the best system of emission reductions that “the Administrator determines has been adequately
demonstrated.” EPA’s recently proposed NSPS for utility units assumed carbon capture and
storage — or CCS — has been “adequately demonstrated.” One need only look at the yet to
operate Kemper County Energy Facility in Mississippi, with its substantial governmental
funding, as prima facie evidence that EPA’s conclusions are unsupported. In addition to the fact
that there is not a single fossil fuel-fired utility plant operating with CCS, EPA themselves
acknowledged geologic sequestration is not generally available at the emission units themselves.
Even if a State is blessed with the requisite geologic formations, facilities would be required to
build miles of pipelines simply to reach the formation. EPA’s proposed approach will pit the
reliability of this nation’s electricity supply against the considerable uncertainty of
environmental permitting of these pipelines superimposed on the unproven technology of CCS.

Sound science, rather than speculation should drive environmental regulation.

Second, section 111(d) prohibits the overlap of 111(d) with two other programs in the Act.
Section 111(d) prohibits EPA from regulating pollutants from source categories regulated under
sections 112. In 2011 EPA issued regulations under section 112 applicable to fossil fuel-fired
electric generating units thereby foreclosing regulation under section 111(d). In the past EPA
has suggested that there is a conflict in the statutory language of section 111(d) with regard to
whether the 112 prohibition was pollutant specific or source category specific. This is a false

choice as there is no internal conflict in section 111(d). Prior to 1990, section 112 was a
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pollutant-specific program. In 1990 the structure of section 112 was changed from a program
that regulated pollutants to one that regulates source categories. To prevent overlap with the
newly structured 112 program 111(d) was augmented to exclude not only section 112 pollutants,
but also section 112 regulated source categories. The two exclusions are entirely seif-consistent

and should not be used to invoke Chevron deference.

Section 111(d) also prohibits regulating pollutants listed under section 108. A pollutant must be
listed under section 108 when three criteria are satisfied. Those criteria were satisfied when EPA
published its endangerment finding under section 202. While North Carolina takes no position
on whether EPA should establish a NAAQS for greenhouse gases, all of the conditions necessary
to list greenhouse gases under section 108 have already been met. The listing in itself prohibits
EPA from regulating greenhouse gas emissions under section 111(d). Indeed, EPA may already
be under a pre-existing, non-discretionary duty to issue criteria and simultaneously propose a

National Ambient Air Quality Standard for greenhouse gases.

Finally, in cases where EPA does have the authority to establish emission guidelines under
section 111(d), that authority is limited. EPA is not authorized to impose emissions standards on
existing sources. Rather, EPA can only establish a unit-specific guideline that describes what
control technologies have been demonstrated. Once EPA provides that guideline, section 111(d)
allows States to develop unit specific emission standards after considering many factors
including the cost, physical constraints on installing controls, and the remaining useful life of the
emission units. The plain language of the Act as well as legal precedent precludes EPA and

States from designing a standard that relies on reductions made outside of the emissions unit.
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Any flexibility in compliance with a standard based on a specific emission unit resides with the

States who have the primary responsibility for implementation of this program.

Thank You.
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Mr. WHITFIELD. Thank you very much.
And, Mr. Eisenberg, you are recognized 5 minutes.

STATEMENT OF ROSS E. EISENBERG

Mr. EI1SENBERG. Thank you. Good afternoon, Mr. Chairman.
Members of the subcommittee, thank you for having me today, on
behalf of the NAM.

We are at a crossroads on energy and climate. Our nation is
truly awash of every single type of energy, be it oil, gas, coal, nu-
clear, renewables, energy efficiency. This robust all of the above
portfolio and policy, and our commitment to it, is helping fuel a
manufacturing resurgence in this country. It is a good thing.

However, the very same government that is presiding over this,
and is benefitting from this, is perilously close to enacting policies
that would stop us from using most of this energy, and many of
these decisions would be irreversible, and could limit manufactur-
ers’ long term competitiveness.

Now, manufacturers are committed to protecting the environ-
ment through greater environmental sustainability, increased en-
ergy efficiency and conservation, and by reducing greenhouse gas
emissions. We believe that policies to reduce greenhouse gases,
whether legislative or regulatory, must be done in a thoughtful, de-
liberative manner, and transparent process that ensures a competi-
tive, level playing field for U.S. companies in the global market-
place. And it should focus on cost effective reductions, be imple-
mented in concert with all major emitting nations, and take into
account all relevant greenhouse gas sources and sinks.

Unfortunately, our government has settled on a climate policy
that really meets none of these objectives, regulation under the
Clean Air Act. But as inflexible and unforgiving as the Act tends
to be with respect to greenhouse gases, many of the choices that
EPA is making to implement the Act for greenhouse gases are
equally problematic.

We know, from the President’s Climate Action Plan, that he be-
lieves the only way to reduce greenhouse gases in the U.S. is to
stop using fossil fuels. We disagree. We believe that we can use fos-
sil fuels, while also innovating and manufacturing the technologies
needed to limit the resulting emissions. However, EPA’s green-
house gas NSPS regulation set us on a clear path toward elimi-
nation, and nothing else. And so what really should be a policy on
climate winds up looking suspiciously like a means to an end.

The standard for new power plants bans conventional coal-fired
power, based on EPA’s assertion that partial CCS has been ade-
quately demonstrated, taking into account costs and energy re-
quirements. We know this isn’t true. We have talked about it a lot
today. While we believe CCS holds great promise as a technology,
and should happen, it is simply not ready to be deployed the way
the EPA insists it will be in the near term. And because it is not
commercially available, this, and all future NSPS for greenhouse
gases are essentially a line drawing exercise in what energy we can
and we can’t use. Right now EPA is drawing that line to eliminate
coal, and to allow everything else. But these standards are review-
able every 8 years, which means 8 years from now EPA will be re-
drawing that line, and the same arguments being used to crowd
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out coal today could very well be used to do the exact same thing
to natural gas.

Regulations that result in the limitation of coal or gas could pose
serious problems for manufacturers. Coal was responsible for 37
percent of our nation’s electricity in 2012, followed by gas, at 30
percent. These fuels will remain the dominant sources of energy in
the U.S. for many years, and the nexus is even more profound at
the state level. States where manufacturing is heaviest, places like
Indiana, Michigan, Louisiana, Kentucky, Kansas, Pennsylvania,
Ohio, they use a lot of coal, and they use a lot of natural gas.

And so now EPA is going to have to draw that line not only on
the new fleet, but on the existing fleet of power plants in a little
more than 6 months. Then it will have to do it for other industrial
sectors, like refineries and chemical manufacturing, natural gas
drilling, iron and steel, aluminum, cement, pulp and paper, glass,
food processing, and many others. That is why we frequently say
that manufacturers will be hit twice by these regulations, both as
users of the energy being regulated, and as industries considered
next in line to receive similar regulations from EPA on their own
plants.

And that is why the choices EPA is making in this rule matter.
The legal issues, like when a technology is adequately dem-
onstrated, and what constitutes significant endangerment, matter
beyond just this rule, because every sector has a stretch technology
that doesn’t make a lot of financial sense right now, but would
theoretically reduce emissions. So is this now what NSPS is going
to require for each of them?

Now, I suspect that the members of this subcommittee, both Re-
publican and Democrat, would prefer that EPA take a different ap-
proach to greenhouse gases than it has done so far. I still believe
you can do something about it. We at NAM support the Whitfield-
Manchin bill, which allows the EPA to regulate greenhouse gases,
but ensures that the regulations are done smarter and better.

Now, opponents are calling this a repeal bill. That is not true.
This bill doesn’t repeal anything. For new power plants, it requires
separate standards for coal and gas, with sub-categorization. It pro-
vides a reasonable path forward for CCS, which allows the EPA to
require it, but only when it is truly ready. And, finally, it allows
the EPA to craft rules or guidelines for existing power plants. It
doesn’t stop them from doing it. It just gives Congress a say over
when they are OK, and when they can say go.

The Whitfield-Manchin bill, at the end of the day, would give
manufacturers regulatory certainty by preserving an all of the
above policy. Had the proposed rule that we are discussing today
looked like that portion of the Whitfield-Manchin bill, I think we
are having a different conversation. By enacting this bill, Congress
can steer the EPA toward an end result that accomplishes long
term meaningful reductions in greenhouse gas emissions, while
preserving a health and robust manufacturing sector.

Thanks. I look forward to your questions.

[The prepared statement of Mr. Eisenberg follows:]
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Testimony of Ross Eisenberg
Before the House Committee on Energy and Commerce
Subcommittee on Energy and Power
Hearing on: “EPA’s Proposed GHG Standards for New Power Plants and H.R.__,
Whitfield-Manchin Legislation”
November 14, 2013

The National Association of Manufacturers (NAM) and our member companies are
committed to protecting the environment through greater environmental sustainability, increased
energy efficiency and conservation and reducing greenhouse gas (GHG) emissions. The NAM
believes the establishment of federal climate change policies to reduce GHG emissions,
whether legisiative or regulatory, must be done in a thoughtful, deliberative and transparent
process that ensures a competitive level playing field for U.S. companies in the globatl
marketplace. Any climate change policies should focus on cost-effective reductions, be
implemented in concert with all major emitting nations, and take into account all GHG sources
and sinks.

Unfortunately, our government has settled on a climate policy that meets none of these
objectives: regulation under the Clean Air Act. While over the years there have been a wide
range of legislative and regulatory proposals to address GHG emissions, it is impossible to
ignore the harsh reality that this policy—the one we have chosen—could be both the most
expensive and least environmentally effective of them all.

In his Climate Action Plan, the President makes abundantly clear that in his view, the
only way to reduce GHG emissions in the United States is to stop using fossil fuels. We
disagree. Manufacturers have demonstrated we can use fossil fuels while also innovating and
manufacturing the technologies needed to limit the resulting GHG emissions. if the EPA
regulates one or more of these fuels out of the economy, we lose not only the advantages
provided by the energy itself but also the opportunity to own the next generation of energy
technologies.

The NAM is deeply concerned with the decisions EPA has made in the rule for future
power plants and fears that the agency is heading down a path toward a costly, unworkable set
of standards for existing power plants and other industrial sectors. Manufacturers ultimately will
be hit twice by the EPA’s GHG regulations—both as users of the energy being regulated and as
industries considered “next in line” to receive similar regulations from the EPA for their own
piants. A poorly crafted rule on existing power piants that results in the limitation of coal or
natural gas couid pose serious problems for manufacturers, because these fuels will remain the
dominant sources of energy in the United States for many years. The nexus between coal,
natural gas and manufacturing is even more pronounced when viewed at the state level in
places like Indiana, Louisiana, and Ohio.

Given the impact these regulations could have on energy reliability and costs, and the
precedent they could set for future regulations for other sectors, we ask that Congress at least
make these regulations more reasonable. Manufacturers support the bill from Rep. Ed Whitfield
(R-KY) and Sen. Joe Manchin (D-WV) being discussed at today's hearing, which would aliow
the EPA to regulate GHGs but would ensure that these regulations are done in a manner that
protects a true “ali-of-the-above” energy strategy. By enacting the Whitfield-Manchin bill,
Congress can steer the EPA toward an end result that accomplishes long-term meaningfui
reductions in GHG emissions while preserving a healthy and robust manufacturing sector.
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BEFORE THE HOUSE COMMITTEE ON ENERGY AND COMMERCE
SUBCOMMITTEE ON ENERGY AND POWER

Hearing on:
“The EPA’s Proposed GHG Standards for New Power Plants and HR. ___,
Whitfield-Manchin Legislation”

NOVEMBER 14, 2013

Good morning, Chairman Whitfield, Ranking Member Rush and members
of the Subcommittee on Energy and Power. My name is Ross Eisenberg, and |
am vice president of energy and resources policy at the National Association of
Manufacturers (NAM). The NAM is the nation’s largest industrial trade
association, representing nearty 12,000 small, medium and large manufacturers
in every industrial sector and in all 50 states. | am pleased to represent the NAM
and its members at today’s hearing on the Environmental Protection Agency’s
(EPA) greenhouse gas (GHG) regulations for power plants and legislation that
would make these regulations more reasonable.

We are at a crossroads on energy and climate. For the first time in our
nation’s history, we are truly awash in every single type of energy, be it oil, gas,
coal, nuclear, renewables or energy efficiency. This robust “ail-of-the-above”
energy portfolio, and our commitment to it, is helping fuel a manufacturing
resurgence in the United States.

However, as one hand giveth, the other taketh away. The same

government that is benefiting—politically and economically-—from this energy
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boom is perilously close to enacting a set of policies that would stop us from
using most of this energy. Many of these decisions would be irreversible and
could limit manufacturers’ long-term competitiveness.

The NAM and our member companies are committed to protecting the
environment through greater environmental sustainability, increased energy
efficiency and conservation and by reducing GHG emissions. Led by
manufacturers’ innovations in energy development and efficiency, U.S. GHG
emissions are as low today as they were in the mid-1990s—this while
manufacturing gross output has increased 29 percent.' Even more remarkable is
that these emissions reductions have taken place while China—the world’s
largest emitter—has seen emissions more than double over that same time
period.?

However, we know the United States cannot solve the climate change
issue alone. GHGs collect in the atmosphere indiscriminate of the location of the
emission source. Thus, one ton of carbon dioxide (CO3) emitted in California or
Rhode iIsland has the same impact as one ton emitted in China or India. If the
United States were to act without the majority of the GHG emitting world,
production that once occurred in the United States would very likely be replaced
by production in parts of the world with weaker environmental policies, resuiting
in limited or no net GHG reductions. The NAM, therefore, believes the

establishment of federal climate change policies to reduce GHG emissions,

' U.S. Bureau of Economic Analysis.

? The International Energy Administration (IEA) estimates that U.S. CO, emissions—the most prevalent
GHG-—were 5,482 million metric tonnes (1) in 1997 and 5,368.6 t CO,in 2010. The [EA estimates China’s
CQ, emissions were 3,196 t CO, in 1997 and 7,258 t CO; in 2010. Preliminary data indicate that U.S.
emissions were even lower in 2011 and 2012.
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whether legislative or regulatory, must be done in a thoughtful, deliberative and
transparent process that ensures a competitive level playing field for U.S.
companies in the global marketplace. Any climate change policies should focus
on cost-effective reductions, be implemented in concert with all major emitting
nations and take into account all greenhouse sources and sinks.

Unfortunately, our government has settled on a climate policy that meets
none of these objectives: regulation under the Clean Air Act (CAA). The CAA
was never designed to apply to GHGs, and its own author has acknowledged
that attempting to do so would create a “glorious mess” that reverberates through
the economy.® While over the years there have been a wide range of legislative
and regulatory proposals to address GHG emissions, it is impossible to ignore
the harsh reality that this policy—the one we have chosen—could be both the
most expensive and least environmentally effective of them all.

President Obama has directed the EPA to issue these regulations, and we
expect the agency will move forward. Manufacturers ultimately will be hit twice by
the EPA’s GHG regulations—both as users of the energy being regulated and as
industries considered “next in line” to receive similar regulations from the EPA for
their own plants. Given the impact these regulations could have on energy
reliability and costs, and the precedent they could set for future regulations for
other sectors, we ask that Congress at least make these regulations more
reasonable. Manufacturers support the energy bill from Rep. Ed Whitfield (R-KY)

and Sen. Joe Manchin (D-WV) being discussed at today's hearing, which would

3 U.S. House of Representatives, Committee on Energy and Commerce, Subcommittee on Energy and Air
Quality, “Strengths and Weaknesses of Regulating Greenhouse Gas Emissions Using Existing Clean Air
Act Authorities,” statement of Chairman John D. Dingell (D-MI), 10 April 2008.

3
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allow the EPA to regulate GHGs but would ensure that these regulations are
done in a manner that protects a true "all-of-the-above” energy strategy. We urge
the members of this Subcommittee to do the same.

I The EPA’s GHG New Source Performance Standards and Their
Impact on Manufacturers

New Power Plants

On June 25, 2013, President Obama issued an executive memorandum
directing the EPA to issue New Source Performance Standards (NSPS) under
Section 111(b) of the Clean Air Act to apply to GHG emissions from future power
plants. The EPA released this proposed rule on September 20, 2013, and is
taking public comment. The EPA’s proposed rule requires all new coal-fired
power plants to meet a standard of 1,100 Ibs. CO, per megawatt-hour (MWh)
and all new natural gas-fired power plants to meet a standard of either 1,000 Ibs.
COx/MWh (for larger units) or 1,100 Ibs. CO,/MWh (for smaller units). Practically
speaking, this means no new coal-fired power plant can be built unless it
includes partial carbon capture and sequestration (CCS) technologies, and no
new natural gas-fired power plant can be built unless it is a natural gas combined
cycle (NGCC) unit. Because CCS is neither commercially available nor cost
effective for a utility-scale power generation project, the rule effectively bans the
construction of any coal-fired power plant going forward.

Manufacturers are deeply concerned with the EPA’s decisions in the rule
for future power plants and fear that the agency is heading down a path toward a
costly, unworkable set of standards for existing power plants. The Clean Air Act

defines a “standard of performance” as:
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a standard for emissions of air pollutants which reflects the degree

of emission limitation achievable through the application of the

best system of emission reduction which (taking into account the

cost of achieving such reduction and any nonair quality health and

environmental impact and energy requirements) the Administrator

determines has been adequately demonstrated.*
The statute’s plain language requires that the standard be achievable and
adequately demonstrated, taking into account costs, environmental impact and
energy requirements.

It is hard to agree with the EPA that the standard it has set for coal
satisfies these requirements. Partial CCS for a utility-scale coal-fired power plant
has not been adequately demonstrated and is extremely costly. The EPA can
only point to four examples of CCS to support its conclusion; only two are
actually under construction, and only one of those is in the United States. The
EPA cannot point to a single completed, operational facility that meets the
standard for coal it has chosen. While we believe CCS holds great promise as a
technology, it is not ready to be deployed the way the EPA insists it will be
deployed in the near term.

The Energy Information Administration estimates the overnight capital cost
to build a new integrated gasification combined cycle (IGCC) coal plant with CCS
to be $6,599 per kilowatt (kW).° This is more than six times the price of a new
NGCC plant, the natural gas standard the EPA picked as the NSPS for that fuel.

It is triple the price per kW of a new onshore wind farm, double the cost per kW

of new hydropower and more than $1,000 per kW more expensive than solar or

*2U.8.C.§ 7411()(1) (emphasis added).
> hitp:/Awww.cia.gov/forecasts/capitalcost/.
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nuclear.® The standard that the EPA has chosen for coal—which, by definition,
must be adequately demonstrated and take into account cost——is so expensive
that nobody would build it.

The EPA claims that the economic impact of its NSPS for future power
plants will be minimal because low natural gas prices are causing utilities to build
NGCC plants in lieu of coal. While that is true in the short term, market dynamics
are always prone to change. One needs only to look back five years, when we
were importing large quantities of oil and gas, coal was expected to fuel more
than half of the electricity fleet, and dozens of new nuclear power plants were on
the drawing board. These dynamics have almost entirely changed and could
again; therefore, it would be foolish to take any energy source off the table
permanently. Moreover, the Clean Air Act requires that the NSPS be revised
every eight years, meaning that in eight short years, the same arguments being
used to crowd out coal could be easily used to do the same to natural gas.

Existing Power Plants

The President’s June 25 memorandum requested that the EPA issue
similar GHG standards, regulations or guidelines for modified, reconstructed and
existing power plants under Clean Air Act Section 111(d). The EPA must propose
these by June 1, 2014, and finalize them by June 1, 2015. States must submit
implementation plans to meet the existing source standards by June 30, 2016.
The EPA is conducting a series of “listening sessions” across the country as it

develops the standards for existing power plants.
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EPA officials have indicated that they do not expect the rule on existing
power plants to be as extreme as the rule for new power plants. That is welcome
news for manufacturers, who consume one-third of the nation’s energy supply
and are directly impacted by any regulation that increases the cost or reliability of
electricity. However, it is impossible not to be concerned given this
Administration’s views on how to address climate change. In his Climate Action
Pian, the President makes abundantly clear that in his view, the only way to
reduce GHG emissions in the United States is to stop using fossil fuels. We
disagree. Manufacturers believe we can use fossil fuels while also innovating and
manufacturing the technologies needed to limit the resulting GHG emissions.
Manufacturers always find a way to innovate; it's what we do. If the EPA
regulates one or more of these fuels out of the economy, we lose not only the
advantages provided by the energy itself but also the opportunity to own the
technology that will allow us to use it cleanly and responsibly.

A poorly crafted rule on existing power plants that results in the limitation
of coal or natural gas could pose serious problems for manufacturers. Coal was
responsible for 37 percent of our nation’s electricity in 2012, followed by natural
gas at 30 percent.” While market dynamics and on-the-books regulations such as
Utility MACT are increasing the share of the grid powered by natural gas and
decreasing the portion held by coal, these fuels will remain the dominant sources

of energy in the United States for many years.®

7 Source: Energy Information Administration.
8
Id.
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The nexus between coal, natural gas and manufacturing is even more
pronounced when viewed at the state level. For instance, manufacturing is
responsible for 28.2 percent of indiana’s economy, the highest share in the
nation. Indiana gets 81 percent of its electricity from coal and virtually the rest
from natural gas. Louisiana gets 22.6 percent of its economic output from
manufacturing, the third-largest share in the nation. Fifty-seven percent of its
electricity comes from natural gas, 21.4 percent from coal. Ohio is third in the
nation in manufacturing employment and fifth in the nation in energy
consumption by the industrial sector. Ohio gets 72 percent of its electricity from
coal and 18.2 percent from natural gas. The list goes on and on. Given the
stakes for manufacturing in the United States, it is vitally important that the EPA
craft these regulations in a way that is consistent with an “all-of-the-above”
energy strategy.

Industrial Manufacturers

Once the EPA has completed the standards for existing plants, the Clean
Air Act requires it to move on to other emitting sources and issue similar
standards. Next up would most likely be refineries, for which the EPA committed
to doing a GHG NSPS in a settiement agreement in late 2010. The industries
that can expect to receive a similar rule are easily deciphered from the EPA’s

own website:
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“Petroleum and natural gas systems” include onshore oil and gas
production; natural gas processing, transmission, compression and local
distribution; and other oil and gas systems. “Chemicals” include
production/manufacture of adipic acid, ammonia, hydrochlorofluorocarbons,
hydrogen, nitric acid, petrochemicals, soda ash, phosphoric acid, titanium dioxide
and other chemicals. “Other” includes food processing, ethanol production,
underground coal mines and electronics manufacturing. “Waste” includes
municipal landfills, industrial landfills, wastewater treatment and solid waste

combustion. “Metals” include production/manufacture of aluminum, iron and

steel, magnesium and other metals. “Minerals” include production/manufacture of

cement, glass, lime and other minerals.
Because each of these sectors will receive a GHG NSPS, they are

affected by the decisions the EPA is making in the NSPS for new power plants,

9
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which could create binding precedent for future rules. For instance, Section
111(b) requires that, before an NSPS can be issued, the EPA make a finding that
the source category “contributes significantly” to air pollution that endangers
public health or welfare. This is a fundamentally different finding than the
endangerment and cause or contribute finding the EPA made for cars in 2009.
However, the EPA relies on the 2009 finding for cars as the primary justification
for a finding of significant endangerment for future power plants and further
argues that it need not make an independent significant endangerment finding for
any other source that receives a GHG NSPS. However, by refusing to delineate
what level of contribution is “significant,” the EPA makes it impossible for an
industrial category to determine if its own contributions are not significant.

The EPA’s insistence that IGCC with partial CCS is the best system of
emissions reduction (BSER) for coal represents a bad precedent for other
sectors as well. CCS is a stretch technology, and while it certainly is not yet
feasible for other industrial categories, those sectors all have other types of
stretch technologies that simply are not cost effective or achievable, but could
theoretically be required. In the proposal, the EPA cannot point to a single
operating facility in the United States that uses partial CCS, a technology the
EPA insists is “adequately demonstrated.” In addition, the EPA for years has
maintained the practice that it cannot require facilities to “redefine the source”; it
can dictate a standard of performance, but not pick a technology. Here, the EPA
clearly picked a technology (IGCC) that is fundamentally different from a coal-

fired boiler. A precedent based on choosing IGCC with partial CCS as the best

10
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system of emissions reduction could have wide-ranging consequences for other
industries receiving a GHG NSPS.
1. Manufacturers Support the Whitfield-Manchin Discussion Draft

I suspect that many members of this Subcommittee, both Republican and
Democrat, would prefer that the EPA take a different approach to GHGs than it
has done so far. | still believe you can do something about it.

Manufacturers support the recently released Whitfield-Manchin discussion
draft bill, which allows the EPA to regulate GHGs but ensures that the regulations
are done smarter and better. For new power plants, the bill requires separate
standards for coal and gas, with the coal standard subcategorized for coal types
and aligned with the best-performing commercially available generation
technologies. It provides a reasonable path forward for CCS, allowing that a
technology can be BSER once it has been achieved over a one-year period by at
least six units located at different commercial power plants in the United States—
in other words, when it is truly ready. Finally, it aliows the EPA to craft rules or
guidelines for existing power plants, but it requires Congress to review them and
set an effective date before they can take effect.

Manufacturers stand ready to work with the sponsors of this legislation to
attract broad, bipartisan support and ultimately to enact it. The bill would give
manufacturers regulatory certainty by preserving a true “all-of-the-above” energy
policy. For new power plants, it allows the market to govern—with or without the
EPA's rule, most new plants in the near term will be natural gas—but it protects

against potential market shifts by providing reasonable options to build new coal



187

plants if natural gas prices change. It would give utilities and manufacturers the
time they need to make the investments necessary to comply with standards for
new and existing power plants. in addition, it provides for real checks and
balances on the existing plant rule, ensuring that this highly important, first-of-its-
kind set of regulations is carried out in a deliberative, bipartisan fashion. The
NAM suggests that a section be added to the bill to clarify what “substantial
endangerment” means for GHGs and to aid industrial sectors receiving future
GHG NSPS in understanding whether they will truly qualify.

Had the EPA’s proposed rule for new power plants resembiled the portion
of the Whitfield-Manchin bill applying to those plants, | believe we would be
having a much different conversation today. By enacting the Whitfield-Manchin
bill, Congress can steer the EPA toward an end result that accomplishes long-
term meaningful reductions in GHG emissions while preserving a heaithy and

robust manufacturing sector.
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Mr. WHITFIELD. Well, thank you, and thank all of you for taking
time to be with us, and for your testimony.

Attorney General Pruitt, Ms. McCabe talked about the coopera-
tive spirit with the states, and I know that many states that I have
heard from are quite concerned about EPA setting standards and
not working in a cooperative way, becoming more and more aggres-
sive with states. What has your experience been? Would you clas-
sify your experience with the EPA on recent rules and regulations
in a cooperative way, or has it been an adversarial way? How
would you describe it?

Mr. PruUITT. Well, Mr. Chairman, two responses. I think, under
111(d), it is very clear that Congress intended that cooperative fed-
eralism be alive and well, as it relates to that particular section.
Our experience with the Regional Haze rule that I mentioned in
my comments demonstrates that the EPA has taken a different ap-
proach respecting the role of the states in cooperative federalism.

Under that rule, as you know, the states are authorized to deter-
mine the methodology, the process, the plan, to meet the guidelines
that you, in Congress, and the agency has set, which is natural vis-
ibility by the year 2064. Oklahoma did just that in the year 2010,
and beat the deadline by decades. But the EPA rejected the plan,
and simultaneously endeavored to force upon the State of Okla-
homa a federal plan that would cost $2 billion, primarily because,
Mr. Chairman, in my estimation, fuel diversity was maintained.
Coal plants, along with natural gas, were maintained. Fossil fuels
were being utilized in the plan, and the EPA didn’t like that, and
rejected the plan.

So, though we have talked a lot about that today, and Ms.
McCabe made reference to cooperative federalism, I guess I will
draw upon President Reagan’s comment in the ’80s about trust, but
verify, with respect to foreign policy. The states have routinely en-
deavored to trust and work with the EPA, but, in response, particu-
larly around the Clean Air Act, and the Regional Haze Program,
it has not been demonstrated that they are, in fact, respecting the
states’ role.

Mr. WHITFIELD. Yes. Well, thank you, Mr. Pruitt.

Mr. Hawkins, and Mr. Eisenberg, I want to thank you for your
comment, but you used the word repeal, that we were repealing
their authority, the EPA’s authority, under our legislation, and we
actually don’t repeal it. We set some parameters, and, on the exist-
ing plants, the only power that Congress would have would be to
set the effective date.

But in the larger context, all of us understand that coal is not
being used as much today, certainly for new plants, because nat-
ural gas prices are so low. We definitely understand that. And I
think Mr. McKinley made a great point. 805 billion tons of CO-
emissions each year, about 3.5 percent of that is man-made, and
fossil fuel, U.S. coal plant emissions, amounts to, like, 210 of a per-
cent.

So then it raises the question of moving forward, we live in a
very unpredictable world. We don’t know what is going to happen.
Why should the U.S. be the only country in the world that has
standards so stringent on emissions that practically you cannot
build a new coal powered plant? As I said in my opening state-
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ment, Europe is closing down 30 gigawatts of natural gas plants,
mothballing them, because of high natural gas prices, and they are
building more coal powered plants.

And so why are we taking these extreme efforts that would basi-
cally eliminate coal from new opportunities only in America? And
I would like to hear all of you, if you want to make it brief. Yes,
Mr. Hawkins, you go right ahead.

Mr. HAWKINS. Well, to begin, the United States is not the only
country that is requiring carbon capture performance on coal
plants. The United Kingdom does, and our neighbor to the north,
Canada, does. Both of those countries have in place rules and
. MI(; WHITFIELD. But are the emission standards as stringent as

ere?

Mr. HAWKINS. The Canadian standards——

Mr. WHITFIELD. Could you build a Turk plant in Canada, or

Mr. HAWKINS. The Canadian standards apply to new plants and
to existing plants, after they reach 40 years of life.

Mr. WHITFIELD. Well, let me just say, and we can talk about this
some more, I have had some discussions with people about that,
and it is my understanding that they are significantly different.
But I would just tell you, when %410 of the emission comes from coal
plants in all the emissions worldwide, this is, in my view, a pretty
extreme position. All we are saying is, with our legislation, we
want it to be an option that people would have the opportunity to
utilize it.

Mr. HAWKINS. Mr. Chairman, may I say one word about natural
versus man-made? The statistics that you are citing are confusing
what are natural fluxes of hundreds of millions of tons that go out
of the ocean every year, hundreds of billions of tons that go back
into the land every year. There are no net emissions from those
huge transfers. The only net emissions are caused by human activi-
ties, and man is responsible for 100 percent of the increased emis-
sions. These natural fluxes have nothing to do with——

Mr. WHITFIELD. Well, all I am saying is that the Intergovern-
mental Panel on Climate Change, the Energy Information Adminis-
tration, and EPA have said 803 billion tons total emissions, and
man-made, 3.5 percent.

Mr. HAWKINS. Yes, but they include equal amounts out and equal
amounts in from the natural system. So those natural systems that
are included in those 800 billion add nothing to the atmosphere.

Mr. WHITFIELD. So do you think we might be able to anything
with our legislation that you will support us?

Mr. HAWKINS. To do what, sir?

Mr. WHITFIELD. Do you think we could do anything with our leg-
islation in which you would support us?

Mr. HAWKINS. With your legislation? Yes. You could change it
around so that you would return to some of the provisions that
were in the Waxman-Markey bill, which this committee did report
out, and this House did approve, with seven or eight Republican
votes at the time. You could turn it into a program that would ac-
tually deploy carbon capture and storage. And if you did, we would
support it.

Mr. WHITFIELD. Thank you.

Mr. McNerney, you are recognized for 5 minutes.
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Mr. McNERNEY. I thank the Chairman, and I thank all the wit-
nesses. I know it is a long trip, it is a long day, and it is an issue
with a lot of different perspectives.

In 2011, T am going to direct a question to you first, Ms. Tierney,
the American Electric Power proposed to develop a large CCS plant
in West Virginia, but they had to cancel because, as the CEO ex-
plained, without federal carbon pollution standards, it couldn’t get
recovery for that investment. You do work with executives. Is that
a typical experience?

Ms. TIERNEY. Yes. It is common, if a regulated utility does not
see that they are required to do something, they have a difficult
time making the case before regulators about a cost associated with
that. So that was what was behind the AEP decision to cancel that
project.

Mr. McNERNEY. OK. One more question. In your testimony you
mentioned that the EPA rules will address public health and help
ensure that coal and natural gas remain viable. Would you expand
on that a little bit?

Ms. TIERNEY. Yes. Right now it is clearly the case that, as I men-
tioned, the investment choices that are being made by the electric
industry are for renewables and natural gas projects. Coal is just
simply too expensive, too large a capital investment to make, and
too risky, with regard to what will happen with controls on carbon
in the future.

So having certainty, such as that which EPA will be introducing
with their guidance on existing rules, excuse me, guidance on exist-
ing plants, and their regulations on new plants, will provide a
framework under which people can make investments, push tech-
nology forward, so that eventually we can find a time when coal
and natural gas, with carbon capture and sequestration, can go for-
ward. And I am speaking of coal when I say that.

Mr. McNERNEY. OK. Mr. Hawkins, you mentioned that the bene-
fits basically outweigh the costs. I think you mentioned a $20 bil-
lion benefit for a specific case, compared to a $4 billion cost. Could
you describe that a little bit?

Mr. HAWKINS. Yes. This was an analysis that NRDC did of an
approach to regulating existing power plants, and those 25 to $60
billion benefits were a combination of health benefits associated
with reduced soot and smog pollution from the power plants whose
emissions would be cut, as well as climate protection benefits based
on the administration’s earlier social cost of carbon calculations, on
what is the benefit of reducing a ton of carbon. Those were the ear-
lier benefits costs, not the current higher costs. So that was the
basis of the conclusion.

It does cost something. It is not a free program. But $4 billion
in a several hundred billion dollar a year industry is definitely a
digestible cost. And when you compare that to the 25 to $60 billion
in public health and climate protection benefits, this is a bargain.

Mr. MCNERNEY. Thank you. Well, this next one is going to be ad-
dressed to you as well. In 2008 coal supporters trumpeted new
technologies to reduce carbon emissions from coal, while providing
affordable electricity. Now, there was a lot of optimism at that
point. I would like to show another TV advertisement that was pro-
duced in 2008 from the coal industry.
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[Video shown.]

Mr. McCNERNEY. So what that shows is the coal industry was
willing to spend money to put out advertising on TV to promote
this. There was a lot of optimism in 2008. Was the coal industry
right? Did they have the technology ready to go, or was that a fan-
tasy at that time?

Mr. HAWKINS. As far as carbon capture and storage is concerned,
I still believe it.

Mr. MCNERNEY. Where did all that spirit and optimism go?

Mr. HAWKINS. Well, unfortunately, when faced with a require-
ment to actually perform to these promises, the industry has taken
a very short-sighted view, and basically said, no, what we want to
do is block EPA. And the legislation would prevent power sector
customers of coal to actually be able to finance plants, because
those plants would not be in anticipation of any future EPA regula-
tion, because EPA couldn’t consider the results if there was any
government money in them, and the financing wouldn’t happen un-
less there were some government money, because there were no re-
quirements. It is a perfect catch-22.

Mr. McNERNEY. Thank you. I yield back.

Mr. WHITFIELD. Gentleman’s time has expired. At this time rec-
ognize the gentleman from Texas, Mr. Olson, for 5——

Mr. OLsON. I thank the Chair, and welcome to our witnesses. I
know it has been a long morning, so I would like to pick you up
with a greeting we say in Texas. Howdy, you all.

My first question is to you, Mr. Eisenberg. As you know, sir, we
have the world’s strongest economy, and highest quality of life, be-
cause we have cheap, reliable sources of power. Reliable power is
a matter of life and death in many cases for average Americans.
But below that, cheap, reliable power is critical to the manufac-
turing revival we are seeing all along America, and along the Texas
Gulf Coast, the whole Gulf Coast. No company would invest in a
multi-billion dollar project if they have to constantly rely on backup
generators, or worry about the power going out. Can you describe
how electric reliability and rates impact investment decisions?

Mr. EISENBERG. Absolutely. Thank you for the question. For
many manufacturers, and certainly a substantial portion of my
membership, for many of them, energy is their single greatest ex-
pense. So they are going to go, and they are going to build, and
they are going to expand where energy is reliable, where it is af-
fordable, and, yes, I mean, where they can get it, and where they
can get it cheaply.

I listed, I don’t know, five or six states in my testimony where
there is this unbelievably evident nexus between coal, natural gas,
manufacturing. I mean, I could have listed 25 states. I could have
listed 35 states. If you look at a map, that is where the manufac-
turing is. It is where energy is inexpensive. And I am not saying
that it only has to be those two. There are plenty of places in the
Northeast, and in the West, in the Pacific Northwest, where we are
using hydropower, renewables, and other things like that, and nu-
clear.

But energy matters. It matters a lot to manufacturers. It may
not be the only thing that matters, but for a lot of them, it is a
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very, very, very large part of why they make a decision to locate
in a certain place, or to expand in a certain place.

Mr. OLsON. Thank you for that answer, sir.

Question for you, Mr. Campbell. You mentioned in your testi-
mony that your utility serves some of the neediest people in Ken-
tucky. And I know that during the recession, the number of people
behind on their electric bills skyrocketed, exploded. It is a real cost
to consumers, and your consumers in particular. Can you tell me
how price sensitive the residents you serve are? I mean, how much
does it hurt them if prices go up?

Mr. CaMPBELL. Well, the people we serve are some of the poorest
people in Kentucky, and cooperatives, by their nature, serve a lot
of the poorer part of the country. But let me give a relation to East
Kentucky Power Cooperative. Over the last decade, we have dou-
bled the price of our power, and a large portion of that is because
of the consent decree that forced us to put on some of the scrubbers
for nitrous oxide and sulfur dioxide early. We did it early. And they
are very sensitive being able to afford our power.

And if we look at CO; right now, and I will just use the Presi-
dent’s suggestion of a cap and trade program, and $38 a ton for
CO, our revenue this year is about $900 million. And if we had
$38 a ton tax on top of that for every CO, ton that we released,
that would increase us about $470 million, so that is going to be
another 50 percent rate increase on some of the poorest people in
the country. So they are going to have to start to choose, can they
afford medicine, can they afford food, or are they going to afford
electricity?

Mr. OLSON. So basically their whole life is impacted dramatically
by these increases in costs? I mean, they might not buy health
care, which means they will be more prone to all the bad problems
we have in our health care industry right now. They won’t have the
jobs. I mean, this is not just something that is in Kentucky. This
is all across the country.

Mr. CAMPBELL. That is correct.

Mr. OLSON. And my final question, I have got 25 seconds here,
is for you, Dr. van der Vaart. The EPA has very concrete benefits
to claim, few of them, in the proposed new plant rule. It will, how-
ever, help them check an important box. The EPA crows in the pro-
posal that one benefit is that, and this is a quote, “The proposed
rule will also serve as a necessary predicate for the regulation of
existing resources.” This rule has always been about cutting new
plants off at the knees so they can focus on existing ones. As we
look at the costs and benefits of the new plant rule, should we also
be considering the costs of a sweeping rule on existing plants?

Mr. VAN DER VAART. Yes. Obviously, under Section 111(d), the
states, when implementing the standard, have the duty to consider
costs. I think that what you raise is an interesting facet of the new
source. It is a required predicate for the EPA to pursue a 111(d)
program for existing sources. I think it is also a predicate to their
true desire, which is a cap and trade, and they are trying to use
a very stringent new source standard, perhaps, as a bogey for that.
And they are trying to use the word flexibility to hide their desire
of including off the fence, or off the property, reductions that go
into a cap and trade so-called target.
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Mr. OLSON. Thank you, sir. I am way above my time. I am much
obliged for your answers. Thank you, Mr. Chairman.

Mr. WHITFIELD. Gentleman’s time has expired.

At this time recognize the gentleman from Texas, Mr. Green, for
5 minutes.

Mr. GREEN. Thank you, Mr. Chairman. Again thank our panel.

Mr. Eisenberg, there is concern about regulations having eco-
nomic impact on manufacturers, and, of course, the cost of their
electricity, like you just said. Are any of your members manufactur-
ers of CCS technology?

Mr. EISENBERG. They are.

Mr. GREEN. Are they optimistic about the economic output re-
lated to the manufacture of this technology moving forward?

Mr. EISENBERG. You know, they are. They, like NAM, believe
that we can have this technology, and that it can work. The issue
is when? You know, and one thing that has come up throughout
the course here is, this bill actually is relatively consistent with
what everybody else has been saying as to when CCS has been
available, and a lot of my members are telling me that as well.
EPA, in last year’s rule, said that CCS would be available 8 years
from whenever the rule was enacted, 2022. Waxman-Markey would
have required, I think four gigawatts of demonstrated and achiev-
able CCS, and then wouldn’t require it for 4 years after that. So
this is entirely consistent.

So it is a long winded way of getting to our members do think
that we can get there. I think we can get there. I just don’t think
we are there right now.

Mr. GREEN. OK.

Dr. Tierney, the current EPA proposal created separate cat-
egories for natural gas and coal. In this legislation, there is a fur-
ther subdivision of coal. Now, if you can’t tell from my accent, I am
from Texas, and we burn dirt and call it coal, but natural gas has
been our fuel of choice, and it has grown substantially. Does the
additional category have any economic cost or benefit to it?

Ms. TIERNEY. To whom was that addressed?

Mr. GREEN. Ms. Tierney.

Ms. TIERNEY. I am sorry. Because I wasn’t expecting this to come
to me, did you say at the very end that this raises costs?

Mr. GREEN. Well, no, I wanted to know, the current EPA pro-
posal separates categories of natural gas and coal. In this legisla-
tion, the further subdivision of coal, does this additional category
have any economic cost or benefit to it, if there is a separate

Ms. TIERNEY. Yes, I think it does have a benefit to it, because
it allows for a different treatment of coal relative to natural gas by
size and category of technology. So, yes, it does provide more flexi-
bility inherently with those two categories.

Mr. GREEN. Well, that concerns me somewhat.

Mr. Pruitt, in Texas we have lots of natural gas, and we are dis-
covering more and more each day. And I know Oklahoma is our
neighbor, and, if you all would leave our football players at home,
we would be really happy.

Mr. PRUITT. We don’t want to do that, Mr. Green.
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Mr. GREEN. Natural gas continues to expand its footprint for
fuel, for power generation. Can you comment on the role of natural
gas in your state’s power generation/fuel mix?

Mr. PRUITT. I mean, as Attorney General, many of us across the
country represent ratepayers

Mr. GREEN. Yes.

Mr. PRUITT [continuing]. Before our respective corporation com-
missions as these types of discussions ensue. And I think the most
important thing is fuel diversity. I think the utilities need the abil-
ity to choose between natural gas and coal, other forms of energy,
to provide electricity to their consumers. I think when policy is
being used, regulation is being used, to pick winners and losers,
elevating certain energy over others, it is detrimental, ultimately,
to the consumers in our respective states.

Mr. GREEN. And I can see that. The other issue is that we have
had environmental laws for many years, and this would overlay it
with carbon. And I know you don’t do some of the things in pro-
ducing electricity, I mean, like NOx. That was built into the cost
of our utility providers. But carbon sequestration, or control, would
be just added additional cost.

But if you are comparing coal with natural gas, or wind, and I
don’t know Western Oklahoma very well, but I know West Texas,
and parts of South Texas, and the wind power growth has just
been amazing. We know there are no carbon problems with wind,
or even solar, if someday we get to it in our part of the country.
But natural gas is half the carbon footprint of, for example, coal.
So natural gas would probably be the fuel of choice, if we ended
up going more for carbon sequestration.

Mr. PRUITT. And I think that is, in fact, happening, as far as util-
ity companies, because of the low cost of natural gas presently.

Mr. GREEN. Yes. It is based on cost now, not because of the envi-
ronmental impact, I guess, of natural gas.

Mr. PRUITT. Perhaps, but I think that base load energy between
coal and natural gas, fossil fuels generally, it is ultimately very im-
portant to utility companies to have the ability to choose what is
the best source of their energy as they provide the electricity to the
consumers.

And Congressman, I think the issue for the states is that ulti-
mately there is a role for us to play. It has been recognized here
today by Ms. McCabe and others, and we see, under the Regional
Haze Program, and we are concerned about, under this particular
proposed rule, that the state’s role will be diminished, and that the
cost benefit analysis will be not properly addressed by the EPA.
And that is the reason we are concerned about that, prospectively.

Mr. GREgEN. OK. Thank you, Mr. Chairman. I know I am over
time.

Mr. WHITFIELD. Gentleman’s time has expired.

. At this time recognize the gentleman from Virginia, Mr. Griffith,
or 5——

Mr. GrIFFITH. Thank you, Mr. Chairman. I would point out sev-
eral times folks have said that, obviously, power companies want
to build gas power plants, which is certainly true, because of the
cost of natural gas, but I also think, and, Mr. Campbell, I am going
to direct this question towards you. I also think that power compa-
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nies would be looking more at coal if they thought they could build
something that would be effective, because the price, most recent
that I have is September, is 3.62 per 1,000 cubic feet for natural
gas. And experts have previously testified in front of this com-
mittee at $4 you are at a position where you are breaking even on
the production of the energy between coal and natural gas. And a
couple times this year we have actually gotten up to that $4 level,
and people project over the next few years that we probably will
break that $4 level on natural gas.

And isn’t it true that most electric power companies like to have
a diversity so that if natural gas prices spike, they can rely on coal,
and if coal prices spike, they can rely on natural gas, and also look
to other resources? Is that not true? Is my understanding correct?

Mr. CAMPBELL. That is absolutely correct. In fact, our strategy in
Kentucky, at East Kentucky, is to diversify our portfolio naturally.
We will probably go to a little bit more natural gas, because we re-
alize there are regulatory risks out there too. But we think a
healthy diversity of fuel is good for all of us.

Mr. GrIFFITH. Now, your headquarters is a little bit outside of
my district, but I do touch Eastern Kentucky, down on the south-
western end of my district, and I also represent a lot of folks who
are struggling to make ends meet. And you believe that these new
regulations, if we don’t pass the Whitfield-Manchin bill, will cause
the electric prices to go up for those people, don’t you?

Mr. CAMPBELL. I do believe that they will naturally make costs
for those people to go up. I believe the new source performance
standards, with low natural gas, if you assume that will go to gas,
that will probably keep the rates steady. But if you look into the
future, and we all have a mad dash to gas because we are not
going to clean our coal plants up with CCS, carbon capture and se-
questration, that is going to drive costs up.

Mr. GRIFFITH. And the programs, in my area, at least, if we get
a cold winter, the programs that help people heat their homes who
can’t afford it, they don’t last all winter. Is that true in your area
as well?

Mr. CAMPBELL. We do. They run out of funding, and churches
help, and some people just have to live with less electricity.

Mr. GRIFFITH. And what they do is they end up crowding into
one room, several people, or, if it is an elderly person living alone,
they just heat one room. Isn’t that what they do you in your area
as well?

Mr. CaAMPBELL. That is correct. Yes, sir.

Mr. GRIFFITH. And that is a shame, isn’t it?

Mr. CAMPBELL. Yes, sir.

Mr. GRIFFITH. And policies from the Federal Government really
ought not do that to people, where they make these choices, isn’t
that correct?

Mr. CAMPBELL. Yes, sir.

Mr. GRIFFITH. And you have seen studies that also would show
that that affects their health, doesn’t it?

Mr. CAMPBELL. It does.

Mr. GRIFFITH. In a negative way, not a positive?
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Mr. CAMPBELL. Yes. Electricity has really increased the life ex-
pectancy of the people of the United States. No one can not say
that electricity hasn’t improved our lives.

Mr. GrIFFITH. And affordable electricity makes that even better?

Mr. CAMPBELL. That is correct.

Mr. GRIFFITH. Dr. van der Vaart, if I might ask you, as a regu-
lator, and as a lawyer, as a legal matter, under Section 111(d), the
issue, in terms of setting carbon dioxide standards of performance,
is what is achievable at an existing electric generating unit. Isn’t
that correct?

Mr. VAN DER VAART. That is correct.

Mr. GRIFFITH. And I would ask both you and Attorney General
Pruitt, as regulators, can you discuss your concerns about the EPA
seeking to regulate beyond the scope of its authority in planned
regulations of existing electric generating units?

Mr. VAN DER VAART. I would just like to say, if it does, in fact,
pass the legal thresholds I referred to, the issue is that the Clean
Air Act only provides authority for a reduction feasible by the insti-
tute of technology on the emission unit. What I heard earlier today
is that a target, which is a euphemistic way of saying a limit, will
be set by the Federal Government. That is my experience as well.
If, however, in setting that limit the EPA includes the entire sys-
tem, demand side management, you are going to have a number
that is absolutely unachievable at a single unit.

Mr. GRIFFITH. And I understand that. Attorney General?

Mr. PrurrT. Congressman, I would say that the EPA may require
the states to adopt standards, the EPA may guide the states on
how to do that procedurally, but ultimately the states are vested
with the legal authority to decide the ultimate standards. And I
think that is what is important, is we talk about these 111(d) dis-
cussions we are having.

Mr. GrIFrITH. Well, I appreciate that very much. In regard to
CCS, I would agree with you, Mr. Eisenberg. We may get there
someday. We are not there yet, and what we are going to do is we
are going to make people in my district, and in Mr. Campbell’s
service area, and people all over the United States pay more for
electricity, and that is going to negatively impact not only the
amount of money in their household, but also, as we have heard
today, it is going to affect negatively their health, and their viabil-
ity in the world. And so it is a real shame that some people are
opposed to this really good bill that Chairman Whitfield has intro-
duced.

With that, Mr. Chairman, I yield back.

Mr. WHITFIELD. At this time recognize the gentleman from West
Virginia, Mr. McKinley, for 5——

Mr. McKINLEY. Thank you again, Mr. Chairman. Mr. Chairman,
I have got two reports here, two white papers, one by Dr. Christie
and Dr. Bajerob on this subject, and I would ask unanimous con-
sent they be entered into the record. Mr. Chairman, ask these re-
ports be entered into the record.

Mr. WHITFIELD. Without objection, yes.

Mr. McKINLEY. Thank you. Also, I have come here as an engi-
neer, and I want to make sure we avoid Washington-speak, and it
happens a lot. It happened in the earlier panel, where were just
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trying to get a direct answer about whether or not, under the new
source performance standard, was going to increase the cost of the
production of coal, coal-fired generated electricity. She wouldn’t
give us the answer.

So my question, the two of you that are engineers on the panel,
would you say that, if the new source performance standard goes
into effect, will it cost more for those power plants that use coal?

Mr. VAN DER VAART. Yes, it definitely will.

Mr. McKINLEY. Will the cost of electricity increase?

Mr. VAN DER VAART. Yes.

Mr. McKINLEY. Thank you. And you?

Mr. CicHANOWICZ. Absolutely.

Mr. McKINLEY. Why can’t people just say that straight out? Why
is Washington-speak so confusing? Thank you for that.

Mr. van der Vaart, studying your body language in some of the
testimony from Mr. Hawkins, it seemed like you might disagree
with some of his comments. Would you like to expound a little bit,
clarifying some of his statements?

Mr. VAN DER VAART. I think my comments covered my position
pretty well. Again, I am very concerned whether there is any legal
authority for the EPA to do what they are doing, both in the exist-
ing source category, but also even in the way that they are pro-
moting the new source requirements.

Mr. McKINLEY. Let me close in the timeframe I have, maybe
open to the panel. If all of these regulations are imposed, and we
de-carbonize America, who wins? Because the carbon is still going
to be generated around the world. We know that Russia and China
are going to continue. So who wins? Our workers are going to lose
their jobs. Our manufacturing is going to lose its edge, because the
cost of electricity is going to go up. So who wins?

Mr. Hawkins, can you tell me? Who wins?

Mr. HAWKINS. The American people will win.

Mr. McKINLEY. If they don’t have a job they win?

Mr. HAWKINS. I will explain why I believe that.

Mr. McKINLEY. Make sure——

Ms. HAWKINS. I will do it quickly. The United States has an in-
credibly successful model with the Clean Air Act, and this is not
just theory. We have proven that when the United States steps out
and demonstrates to the rest of the world that it is possible to use
American ingenuity to deploy technology to clean up our big pollu-
tion sources, protect public health, and improve the economy at the
same time, other countries get it, and they follow, and it helps ev-
eryone.

Ms. TIERNEY. And when you think about the fact that the United
States has put more carbon pollution into the air cumulatively,
compared to any other country, it is our turn to lead, and we will
be able to innovate and move the rest of the world with us.

Mr. McKINLEY. OK. I am just curious.

Mr. Campbell, how about you? Who wins?

Mr. CampPBELL. Well, let me say, long term, I think everyone
could win, but let us just look at the Clean Air Act. And I under-
stand a lot of people say, boy, if you just do this, the technology
will come. Build it, and they will come. Look, the Clean Air Act
came, Congressman Waxman said this morning, in 1974. That is
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correct, and it was 40 years, and we had somewhat of a proven
technology. Now we don’t have that, and they are trying to shrink
that down on everybody, and we are just going to do it. And I don’t
think that can happen, and I think we will be a loser.

I think we have to keep the economy of the United States strong
so we can find these technologies, so we can help the world. If you
look at nitrous oxide, and sulfur dioxide, and particulate matter
cleanup that we did, China is not building a lot of those plants
with that back-end equipment. I mean, I have been trying to sell
a coal plant that I have right now overseas. None of them want the
back-end equipment.

Mr. McKINLEY. Thank you, Mr. Campbell.

Mr. Cichanowicz?

Mr. CicHANOWICZ. Yes. —

Mr. McKINLEY. Am I close on that? My question——

Mr. CICHANOWICZ. Pretty close.

Mr. McKINLEY [continuing]. In part is not only who wins, but
also, again, your body language, you seem to be concerned whether
or not we have actually demonstrated enough process that we are
ready to implement. You know that Ernie Moniz came out last
week and said, it is ready, we are ready to implement carbon cap-
ture. And I got the sense that you don’t agree with that.

Mr. CicHANOWICZ. Certainly I don’t, and we have had some com-
ments all morning about how if the power industry would just get
to work on things, the problems would go away. Certainly you can
deploy many advanced technologies. It just takes time. All these
have risk, and you can go back to selective catalytic reduction in
scrubbers. Yes, they are successful now, but everybody keeps for-
getting, that took a while. It took decades to sort out the problems.

And I think in my testimony I was clear, maybe we will have an
answer in 2020. We don’t know yet. But it just takes time to do
the work, and understand the risks, and come up with possible so-
lutions.

Mr. McKINLEY. Thank you very much. My time has expired.

Mr. WHITFIELD. Gentleman’s time has expired. Well, that con-
cludes today’s hearing. I want to thank all of you for being focused
on the issue, and for your time and effort. I know many of you trav-
eled long distances, but we do appreciate it.

And, Mr. McNerney, you have some documents you want to enter
into the record?

Mr. MCNERNEY. Yes. Mr. Chairman, I ask unanimous consent to
enter into the record two letters from organizations expressing con-
cerns with, and opposition to, the proposed bill, due to its antici-
pated negative effects on climate and public health. The first is a
letter from the American Lung Association, American Public
Health Association, and other health and medical associations. The
other is a letter from 79 environmental groups, and other organiza-
tions, on behalf of their members and supporters.

Mr. WHITFIELD. Without objections, so ordered. Thank you.

[The information was unavailable at the time of printing.]

Mr. WHITFIELD. And then I also would like to enter into the
record, I know the NRDC, in their testimony, had included a pro-
posal relating to these issues, and we had the National Economic
Research Associates do an analysis, and a letter from the American
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Coalition for Clean Coal Electricity relating to that. And then I
would also like to enter into the record letters from the U.S. Cham-
ber, the National Association of Manufacturers, and the Fertilizer
Institute about the discussion draft.

[The information appears at the conclusion of the hearing.]

Mr. WHITFIELD. And then did you all get copies of the documents
that Mr. McKinley wanted to introduce? OK.

Mr. McNERNEY. Yes. Mr. Chairman, we got those late, so we
would like to have a chance to review those.

Mr. WHITFIELD. OK. So you all can review them, and we will
keep the record open for 10 days. Remind members they have 10
days to submit questions for the record. And I ask the witnesses
all agree to respond to any questions we may have for you all, if
you would.

So, thank you again, and I know that we will be seeing you again
as we go along, working on these issues. The hearing is ad-
journed.[Whereupon, at 1:14 p.m., the subcommittee was ad-
journed.]

[Material submitted for inclusion in the record follows:]



November 13, 2013

The Honorable Ed Whitfield
Chairman

Subcommittee on Energy and Power
U.S. House of Representatives
Washington, DC 20515

Dear Mr, Chairman:

I am writing to provide information regarding the potential impacts of a
proposal by the Natural Resources Defense Couricil (NRDC) to reduce carbon
dioxide (CO») emissions from existing coal-fired and natural gas-fired electric
generating units under section: 111(d) of the Clean Air Act.. The American
Coalition for Clean Coal Electricity (ACCCE) opposes the regulation of CO: and
other greenhouse gases under the Clean Air Act because the Act is not designed
to regulate greenhouse gases and any effort by EPA to do will cause
unnecessary economic harm.

Despite its:legal flaws, the NRDC proposal has réceived attention as a possible
approach. for EPA to follow in developing a CO: emissions reduction program
under section 111(d). For that reason, ACCCE asked National Economic
Research Associates to analyze the proposal to better understand its potential
impacts. Although we are still in the process of reviewing the NERA analysis
and expect to release final results shortly, we felt that sharing some of the
insights with the subcommittee at the present time would help to further the
subcommittee’s understanding of the NRDC proposal.

After considering various approaches and assumptions; NERA. modeled two
scenarios based on the NRDC proposal: a “maximum flexibility” scenario arid a
“limited flexibility” scenario. Modeling these particular scenarios helps provide
an understanding of the range of possible impacts of the proposal. In both
scenarios, NERA adopted more realistic assumptions regarding energy
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efficiency, a key element of NRDC’s proposal. NERA’s maximum flexibility
scenario is similar to the NRDC proposal, except that NERA assumed more
flexibility in terms of interstate trading than NRDC assumed. However, the
limited flexibility scenario approximates what we believe is more likely to occur
under NRDC’s proposal because individual states would not have enough time
under EPA’s rulemaking schedule for 111(d) to develop and reach agreement on
trading programs that attempt to limit some of the negative economic impacts
of the NRDC proposal.

The attached table compares some of the assumptions and impacts of the NRDC
analysis and the NERA analysis. In several instances, NERA’s analysis provides
information that was not made available by the NRDC analysis. Additional
results from NERA’s modeling will be available when we release the final
analysis.

Qur conclusion is that the NRDC proposal would cause substantial economic
harm and any such harm is impossible to justify, especially considering the fact
that the global climate effects resulting from the NRDC proposal would be
virtually meaningless. For example, according to the analysis conducted by
NERA, the CO: reductions that would result from the NRDC proposal represent,
at most, 1 percent of global anthropogenic greenhouse gas emissions.

We hope this information is helpful, and we are grateful for your continued
leadership on this critical issue.

Sincerely,

fé@mﬁé ;%é‘wﬁf’ki

Paul Bailey

Senior Vice President
Federal Affairs and Policy

Attachment: Comparison of modeling results
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Attachment to November 13, 2013 Letter to Chairman Whitfield
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Contribution to Hearing on EPA’s proposed GHG Standards for New Power Plants
14 Nov 2013

Submission by John R. Christy
University of Alabama in Huntsville.

{ am John R. Christy, Distinguished Professor of Atmospheric Science, Alabama’s State
Climatologist and Director of the Earth System Science Center at The University of
Alabama in Huntsville. I have served as a Lead Author, Contributing Author and
Reviewer of IPCC assessments, have been awarded NASA’s Medal for Exceptional
Scientific Achievement, and in 2002 was elected a Fellow of the American
Meteorological Society.

It is a privilege for me to offer evidence concerning climate change based on my
experience as a climate scientist. My research area might be best described as building
datasets from scratch to advance our understanding of what the climate is doing and why.
I have used traditional surface observations as well as measurements from balloons and
satellites to document the climate story. Many of my datasets are used to test hypotheses
of climate variability and change.

Extremes

As the global temperature failed to warm over the past 15 years, it became popular to
draw attention to the occurrence of extreme events as worrisome consequences of
increasing concentrations of greenhouse gases. For example, many claims have been
made that climate events of the past 50 years are unprecedented, or highly unusual and
therefore must be caused by human influences. One can only establish such events as
statistically unusual, a lower standard than unprecedented, if 2 minimum of 30 or more
such periods with consistent data are available. This means we need 1500 to 2000 years
of information with which to compare our recent 50-years of history to determine
whether any characteristic is unusual.

For a few parameters we have such data. Severe drought leaves a clear impression on the
planet and we know that our nation experienced
called mega-droughts, which were much worse
than any we’ve seen in the past century. Thus,
droughts of the past 50 years are not unusual and
obviously not unprecedented as shown next.

California

At right are photos from Lindstrom (1990) of
divers examining trees which grew on dry ground
around 900 years ago in what is now a Sierra
Nevada alpine lake. This indicates that a drastic

1 J.R. Christy 14 Nov 2013
Energy and Commerce Committee
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but natural change to a much drier climate must have lasted for at least a century for trees
to have grown to these sizes on dry ground.

Rocky Mountains
A 500-year history of moisture in the upper Colorado River basin (below) indicates the
lorare River ot Gion, UT . past century was quite moist while
’ } major multi-decadal droughts occurred
in all four prior centuries (Piechota et al.
2004.) Indeed, the conclusion of
e ¢ Piechota et al. states that after
examining the paleo-record, the present-
day droughts “could be worse.” These
and other evidences point to the real
probability that water supply in the
- West will see declines simply as a

TG e rave
Average PHOI ¥or the UERD

matter of the natural variability of climate.

Great Plains

In the Great Plains, the period from 3000 to 1500 years ago saw a drier and warmer
climate during which a significant parabolic sand dune ecosystem developed, especially
in western Nebraska and NE Colorado (Muhs 1985). In other words, parts of the Great
Plains resembled a desert. Many of these areas experienced dune “reactivation” during
Medieval times (900-1300 AD). Then, the climate moistened and cooled beginning
around 1300 AD to support the short-grass prairie seen today, though “reactivation” is
possible at any time (Schmeisser, 2009). Indeed, Muhs and Holliday (1995) found that
dune reactivation can occur within decadal time scales from extended drought by
examining the Great Plains environment of only the past 150 years.

With the massive use of ground water for irrigation, the High Plains Aquifer has declined
an average of 12.8 ft, with some areas in the Texas panhandle down over 150 ft. The
key point here is that the Plains is subject to natural (and sobering) long-term droughts
that would very likely tax the current water management system (ground-water
withdrawals) while not replenishing the aquifer, producing a situation of reduced
agricultural productivity, especially in its southern reaches.

U.S. Daily High Temperature

Number of Daily High Temperature Recards by Year
Records 974 USHCN stations with > 80 years data
Are dally hlgh temperature extremes so00 1895-2012 {Records standing as of 31 Dec 2012}
becoming more frequent? To answer
such a question, one must obviously
consider datasets that span an
appropriate length of time. If one does
the analysis with stations of at least 80
years of data, and determines the
number of daily temperature records by
year that stand as of 31 Dec 2012, the

1895 1905 1915 1925 1935 1945 1955 1965 1975 1985 1945 2005

2 JLR. Christy 14 Nov 2013
Energy and Commerce Committee



205

answer to the question is “no.” It is true that the number of records in 2012 was quite
high, thanks to a very warm March and a hot Mid-Western summer. However in
comparison to the heat waves of the 1930s, the summer was not the “worst” for heat.
2012 finished in 8* place on the list, just below 6™ and 7™ places by a few days. Imagine
what this diagram would show if we had 1000 years of climate data in which it would be
certainly likely that many years experienced more record warmth than even the 1930s.

Recent Tornadoes

The image to the ﬂght from U:S; inflation Adjusted® Annial Tornado. Trend. and. Percentile Ranks |
NOAA indicates we are in a . T o
very low tornado period in
our county ~ in fact the
current period (black line) is
the lowest year-to-date value
in the 60-year history. This
of course is not a prediction
that tornadoes will decline in
the future nor that there will
be few tormadoes the rest of
this year. It is simply a
recognition that the number of
tornadoes can vary significantly from year to year and there is no long term trend
(http://www.spc.noaa.gov/wem/adj.html).

Annuat Count

Recent Wildfires

Wildfires are a natural consequence of the U.S.
climate variability and a feature to which many
components of the natural ecosystem have found
ways for advantage taking. Nowadays however,
our fire suppression activities that allow
excessive buildup of fuel combined with the
careless or premeditated human character of
some folks, gives greater opportunity for
wildfires to be started and to destroy. The
current year has included the huge Rim Fire in
the central Sierra Nevada of California, but, on
the whole, the year is well below average as shown in the graphic to the left (data from
the National Interagency Fire Center
http://www.nifc.gov/fireInfo/fireInfo_stats totalFires.html). A related metric is total
snowfall in the Sierra which has also shown no trend since the Southern Pacific Railroad
Company began measuring snowfall in 1878 (Christy 2012).

US Wildfien Fire Count

3 J.R. Christy 14 Nov 2013
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What does Extreme Weather really tell us?

The point about our lack of understanding of the causes of extreme weather was summed
up in an article in Nature magazine with the title “Extreme Weather — Better models are
needed before exceptional events can be reliably linked to global warming” (Nature, 20
September 2012, vol 489, pg 335-6.) The emphasis in the article agrees with my
statement that our level of understanding about the climate system is so low that we
cannot predict nor attribute unusual events to human emissions of greenhouse gases using
models and/or limited data records. The article discusses the problem that current climate
models are not “fit to inform legal and societal decisions” without further “enormous
research™ because at present they are not ready for such tasks.

The article notes that extreme events “have complex causes, involving anomalies in
atmospheric circulation, levels of soil moisture and the like.” The comments of one
scientist at a recent workshop on the topic indicated “the coarse and mathematically far-
from-perfect climate models used to generate attribution claims ... are unjustifiably
speculative, basically unverifiable and better not made at all.” Not all participants felt
this way, however Nature reported that, “None of the industry and government experts at
the workshop could think of any concrete example in which an attribution might inform
business or political decision-making.” In other words, industry and government would
prefer an accurate forecast over the notion of attributing that forecast to a particular
cause. Unfortunately, the ability to make accurate forecasts is a long way off.

In the examples above, we don’t see increases in extreme events (which is also true for
tornadoes, hurricanes, floods, etc. - see my House testimony of 31 March 2011) but we
must certainly be ready for more to come as part of nature’s variability.

I am not using the examples above to prove the weather in the US is becoming less
extreme. My point is that extreme events are poor metrics to use for detecting climate
change. Indeed, because of their rarity (by definition) using extreme events to bolster a
claim about any type of climate change (warming or cooling) runs the risk of setting up
the classic “non-falsifiable hypothesis.”  For example, we were told by the IPCC that
“milder winter temperatures will decrease heavy snowstorms” (TAR WG2, 15.2.4.1.2.4).
After the winters of 2009-10 and 2010-11, we are told the opposite by advocates of the
IPCC position, “Climate Change Makes Major Snowstorms More Likely”
(http://www.ucsusa.org/news/press_release/climate-change-makes-snowstorms-more-
likely-0506.html).

The non-falsifiable hypotheses can be stated this way, “whatever happens is consistent
with my hypothesis.” In other words, there is no event that would “falsify” the
hypothesis. As such, these assertions cannot be considered science or in anyway
informative since the hypothesis’ fundamental prediction is “anything may happen.” In
the example above if winters become milder or they become snowier, the non-falsifiable
hypothesis stands. This is not science.

There are innumerable types of events that can be defined as extreme events — so for the
enterprising individual (unencumbered by the scientific method), weather statistics can

4 J.R. Christy 14 Nov 2013
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supply an unlimited, target-rich environment in which to discover a “useful” extreme
event. Thus, when the enterprising individual observes an unusual weather event, it may
be tempting to define it as a once-for-all extreme metric to “prove” a point about climate
change — even if the event was measured at a station with only 30 years of record.
Extreme events happen, and their causes are intricately tied to the semi-unstable
dynamical situations that can occur out of an environment of natural, unforced variability.
In other words, Mother Nature has within her all the necessary tools to generate extreme
events that exceed what we’ve seen in the past 50 years.

Science checks hypotheses (assertions) by testing specific, falsifiable predictions implied
by those hypotheses. The predictions are to be made in a manner that, as much as
possible, is blind to the data against which they are evaluated. It is the testable
predictions from a specific set of hypotheses, otherwise known as climate model
simulations, that run into trouble as shown below. Before going on to that test, the main
point here is that extreme events do not lend themselves as being rigorous metrics for
convicting human CO2 emissions of being guilty of causing them.

Utility of Climate Models

In the figure below I provide the 35-year record (1979-2013) of atmospheric temperature
in the tropics ~ the key region in which climate models respond to greenhouse gas
warming with a large and distinct signal. The focus on the tropics is important because
of the consistent and significant warming that climate models indicate should have
already occurred as a result of the increasing concentration of greenhouse gases we have
put into the atmosphere. It also represents a part of the global atmosphere in which the
critical water vapor and cloud feedbacks have major influences. The tropical atmosphere

is also a huge and easy

TR i B 7 ‘ L target  for  modeling
B~ s T : _mo
B o projects to hit if the
12 e GISSER o HodGEM2 .
e e physics are well

represented.  Since this
warming  should have
taken place already, this
. provides for us a way to
M test the model simulations.
s 2 s There are 102 model runs
represented in the figure,
; ; ‘ but I have organized them
T e e mw s e s me oms o oww - by the 24 types of models.
e e The thick red line is the
average of the 24 groups. Thin, solid lines are the six model groupings created by U.S.
institutions and the dotted lines by those from outside the U.S. The observations are
provided by six independent sources, with “balloons” being the average of the four
balloon-borne datasets and “satellites” the average of the two groups which utilize
satellite instrumentation.

o 102 repd. 5 Moded runs in 24 Groups

Tropical Mid-Tropospheric Temperature
B-Year Averages, Trand line crosses tero gt 1979 for.

it time series.
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The comparison shows that the very latest climate model simulations used in the IPCC
Assessment released two weeks ago indicate that their response to CO2 on average is 2 to
5 times greater than reality. In strict statistical testing, we can say that the models on
average failed a simple hypothesis test to check whether they could represent the path the
real world took on tropical atmospheric temperatures (see Douglass et al. 2007,
McKitrick et al. 2010, 2011, Douglass and Christy 2013).

An extremely important paper was published in Nature Climate Change this past spring
as one of the first studies to actually perfonn a test of model capabilities in a controlled
experiment to understand the —————

impacts on the critical §
processes that affect the way
the temperature will change
(Stephens and Bony, 2013).
They simply ran four major
climate models over an ocean-
covered earth (i.e. a very simple
earth) with the current ocean
temperatures, then again with
elevated ocean temperatures.
The experiment would then =% =
reveal the impact of the extra warmth on the way the climate system operates, especially,
clouds and rain because they have significant impacts on the warming processes. So,
getting clouds and rain correct is necessary for long-term integrations. To their surprise,
the four major models gave quite different results, both in terms of the magnitude and of
the sign of the change in clouds and rain as shown in the figure. This is exactly the type
of fundamental, rigorous evaluation that must be encouraged for other parts of the
modeling enterprise. One can only conclude that at least three of the four models fail (if
on the odd chance one is correct) to depict some of the fundamental processes of the
Earth system. This result supports the comments in the paragraphs above which
demonstrate the climate modeling enterprise must go “back to the basics” as stated in
Stephens and Bony.

Basing scientific conclusions about climate change (or basing policy decisions about
energy) on climate model output is risky given the “disconnect” between model
simulations and the observed world.

The IPCC Summary for Policy Makers
Regarding the IPCC, please note that the IPCC was written by IPCC-selected scientists
and that the document represents their opinions. Many of the conclusions are fine but
some of the key ones do not represent the views of many in the broader climate

community.

The head-line statement from the 2013 Summary for Policy Makers baffles me. It reads,

6 J.R. Christy 14 Nov 2013
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1t is extremely likely that human influence has been the dominant cause of
the observed warming since the mid-20" " century.

First, the IPCC gives climate models the authority to distinguish “natural” from “human”
caused climate change because instruments can’t. However, as demonstrated, these same
models on average fail by a significant amount to reproduce the climate of the past 35
years (the years most directly impacted by rising greenhouse gas emissions.) But in
conclusion, the IPCC now has ever more confidence that the models can distinguish
“natural” from “human” change (change which the models cannot produce) in correct
proportions. It doesn’t make sense to me.

Now, it is true that in the models, most of the warming in the past 50 years is due to
greenhouse gases, but since the model-based warming did not occur in reality (by a
significant amount), how can one claim that reality was driven by greenhouse gas
warming?

I see two things here, (1) the need to go back to the drawing board on climate modeling
with special attention to the causes of natural variations and with a rigorously
independent verification program, and (2) the world community needs to be exposed to
the real debates in climate science rather than statements amounting to a consensus of
those who already agree with a certain consensus. These are sentiments [ have been
advocating for years in congressional testimony and which appear in an article published
in Nature magazine (Christy, 2010 see after references).

In addition, I direct the reader to a supplement attached to this written testimony by
Professor Judith Curry of Georgia Tech entitled, “IPCC Diagnosis — Permanent Paradigm
Paralysis.” The title is an apt description of where the IPCC process has gone.

Seventeen Years Ago — House Committee on Science

Seventeen years ago, in March 1996, I testified before The House Science Committee
regarding climate change. In that testimony I reported on the development of the deep
layer temperature datasets from satellites that Roy Spencer, then of NASA now of
UAHuntsville, and I had pioneered. Using these data, Richard McNider, also of
UAHuntsville, and I wrote a paper in Nature magazine that indicated climate model
simulations were warming the planet about 4 times faster than in reality (Christy and
McNider 1994). Further analysis confirmed a rate in models 2 to 4 times faster than the
real world.

It was clear at the time, and agreed to by most, that our understanding of how the climate
system worked was poor and much more research was needed on observing the climate
and on understanding its natural variations. 1 also noted that we should expect weather
extremes to continue because that has been the nature of climate from the beginning.

One of my concluding statements was, and I quote,
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Without a continuing program of research that places climate variations
in proper perspective [i.e. natural climate variations - JRC] and reports
with improving confidence on their causes, we will be vulnerable to calls
for knee-jerk remedies to combat "climate change," which likely will be
unproductive and economically damaging.

Now here we are, over 17 years later. It appears the nation has indeed enacted “knee-
jerk” remedies to “combat climate change” through regulations on carbon dioxide. I
warned the congress in 1996 that these would be “unproductive and economically
damaging.” | have since provided testimony that demonstrates that these regulations will
be “unproductive” regarding their impact on climate. I will leave it to economists to
determine whether the regulations are also “economically damaging”, especially for the
poorest among us.

The nation did indeed support some efforts to better observe the climate system,
especially from space, to help in determining whar was happening with the climate, and
then begin to understand why changes are taking place. Other efforts seem to be falling
by the wayside, including attention to the network of high quality surface monitoring
stations. Simply put, we need to know what the climate is doing before claiming to know
why it is doing what it is doing. Without observations we can not know what the climate
is doing,.

It is enlightening to examine the 35-year comparison of models and observations of
atmospheric temperature in the tropics ~ the key region in which climate models respond
to greenhouse gas warming with a large and distinct signal. This is an exceptionally large
target for climate models to aim at, and it incorporates the critical water vapor and cloud
feedbacks about which we know so little. The current record is now twice as long as
was available when I testified in 1996 and the models are more complicated, expensive
and numerous, representing an industry unto itself. The comparison shows that the very
latest climate models’ tropical response to CO2, on average, is still 2 to 4 times greater
than reality, just as it was in 1996.

I believe we missed a tremendous opportunity 17 years ago to develop a better
understanding of the climate system at the expense of creating a climate modeling
industry. To compound the problem, I believe we failed to fund substantial projects to
examine the output of climate models in an independent, objective and methodological
way, i.e. there were no “red teams™ funded to rigorously study the output of models on
which the most expensive of regulations now rely.

The observing system which tells us what the climate is doing has suffered some losses in
coverage and quality, especially at the surface. Most importantly, the diversion of basic
science resources to study the effect of rising greenhouse emissions by modelling at the
expense of understanding the ubiquitous variations of the natural system has left us still
wondering what portion of the change is natural and what portion is human-caused.

8 J.R. Christy 14 Nov 2013
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http://judithcurry .com/2013/09/28/ipcc-diagnosis-permanent-paradigm-paralysis/

IPCC diagnosis — permanent
paradigm paralysis

Posted on September 28, 2013 | 577 Comments

by Judith Curry

Diagnosis: paradigm paralysis, cansed by motivated reasoning, oversimplification, and
consensus seeking; worsened and made permanent by a vicious positive feedback effect
at the climate science-policy interface.

In a previous post, I discussed the IPCC’s diagnosis of a planetary fever and their
prescription for planet Earth. In this post, I provide a diagnosis and prescription for the
IPCC.

In the 1990°s, the world’s nations embarked on a path to prevent dangerous
anthropogenic climate change by stabilization of the concentrations of atmospheric
greenhouse gases, which was codified by the 1992 UN Framework Convention on
Climate Change (UNFCCC) treaty. The IPCC scientific assessments play a primary role
in legitimizing national and international policies aimed at reducing greenhouse gas
emissions. This objective has led to the IPCC assessments being framed around
identifying anthropogenic influences on climate, dangerous environmental and socio-
economic impacts of climate change, and stabilization of CO, concentrations in the
atmosphere.

At the time of establishment of the UNFCCC, there was as yet no clear signal of
anthropogenic warming in the observations, as per the IPCC First Assessment Report
(FAR) in 1990. 1t wasn’t until the IPCC’s Second Assessment Report in 1995 that a
‘discernible’ human influence on global climate was identified. The scientific support for
the UNFCCC treaty was not based on observations, but rather on our theoretical
understanding of the greenhouse effect and simulations from global climate models. In
the early 1990’s there was the belief in the feasibility of reducing uncertainties in climate
science and climate models, and a consensus seeking approach was formalized by the
IPCC. General circulation climate models became elevated to the central role by policy
actors and scientists from other fields investigating climate change impacts and
applications — this has in turn has elevated the role and position of these climate models
in climate change research. Very substantial investments have been made in further

11 J.R. Christy 14 Nov 2013
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developing climate models, with the expectations that these models will provide
actionable information for policy makers.

In 2006/2007, climate change had soared to the top of the international political agenda,
as a result of Hurricane Katrina, Al Gore’s An Inconvenient Truth, publication of the
IPCC AR4 in 2007, and award of the Nobel Peace Prize to Al Gore and the IPCC. It was
claimed that the science was settled, and that it clearly demanded radical policy and
governmental action to substantially cut CO2 emissions.

Symptoms of the disease

Seven years later, with the release of the IPCC ARS, we find ourselves between the
metaphorical rock and a hard place with regards to climate science and policy:

as temperatures have declined and climate models have failed to predict this
decline, the IPCC has gained confidence in catastrophic warming and dismisses
the pause as unpredictable climate variability

substantial criticisms are already being made of the IPCC AR5 Reports as well as
of the IPCC process itself; [IPCC insiders are bemoaning their loss of their
scientific and political influence; the mainstream media seems not to be paying
much attention to the AR5 SPM; and even IPCC insiders are realizing the need
for a radical change

global CO2 emissions continue to increase at higher than expected rates and a
growing realization of the infeasibility of meeting emissions targets

failure of the UNFCCC Conference of Parties to accomplish much since 2009
beyond agreeing to establish future meetings

Growing realization that you can’t control climate by emissions reductions
European countries and Australia are backing away from their emission
reductions policies as they realize their economic cost and political unpopularity
increasing levels of shrillness on both sides of the political debate, with the
‘warm side’ steeped in moral panic and hyperbole

And finally:

after several decades and expenditures in the bazillions, the IPCC still has not
provided a convincing argument for how much warming in the 20th century has
been caused by humans.

the politically charged rhetoric has contaminated academic climate research and
the institutions that support climate research, so that individuals and institutions
have become advocates; scientists with a perspective that is not consistent with
the consensus are at best marginalized (difficult to obtain funding and get papers
published by ‘gatekeeping’ journal editors) or at worst ostracized by labels of
‘denier’ or ‘heretic.’

12 J.R. Christy 14 Nov 2013
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» decision makers needing regionally specific climate change information are
being provided by the climate community with either nothing or potentially
misleading predictions from climate models.

Diagnosis of the cause of the disease

How and why did we land between a rock and a hard place on the climate change

issue? There are probably many contributing reasons, but the most fundamental and
profound reason is arguably that both the problem and solution were vastly
oversimplified back in 1990 by the UNFCCC/IPCC, where the framed both the problem
and the solution as irreducibly global. This framing was locked in by a self-reinforcing
consensus-seeking approach to the science and a ‘speaking consensus to power’
approach for decision making that pointed to only one possible course of policy action —
radical emissions reductions. The climate community has worked for more than 20 years
to establish a scientific consensus on anthropogenic climate change. The IPCC consensus
building process played a useful role in the early synthesis of the scientific knowledge.
However, the ongoing scientific consensus seeking process has had the unintended
consequence of oversimplifying both the problem and its solution and hyper-politicizing
both, introducing biases into the both the science and related decision making processes.

In their Wrong Trousers essay, Prins and Rayner argue that we have made the wrong
cognitive choices in our attempts to define the problem of climate change, by relying on
strategies that worked previously with ozone, sulphur emissions and nuclear bombs.
While these issues may share some superficial similarities with the climate change
problems, they are ‘tame’ problems (complicated, but with defined and achievable end-
states), whereas climate change is ‘wicked’ (comprising open, complex and imperfectly
understood systems). For wicked problems, effective policy requires profound
integration of technical knowledge with understanding of social and natural systems. In a
wicked problem, there is no end to causal chains in interacting open systems, and every
wicked problem can be considered as a symptom of another problem; if we attempt to
simplify the problem, we become risk becoming prisoners of our own assumptions.

The framing of the climate change problem by the UNFCCC/IPCC and the early
articulation of a preferred policy option by the UNFCCC has arguably marginalized
research on broader issues surrounding climate variability and change, resulting in an
overconfident assessment of the importance of greenhouse gases in future climate change
and stifling the development of a broader range of policy options. The result of this
simplified framing of a wicked problem is that we lack the kinds of information to more
broadly understand climate change and societal vulnerability.

Paradigm paralysis is the inability or refusal to see beyond the current models of
thinking. The vast amount of scientific and political capital invested in the IPCC has
become self-reinforcing, so it is not clear how move past this paralysis as long as the
IPCC remains in existence. The wickedness of the climate change problem makes if
difficult to identify points of irrefutable failure in either the science or the policies,
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although the IPCC’s insistence that the pause is irrelevant and temporary could provide
just such a refutation if the pause continues. In any event, there is a growing realization
of that neither the science or policy efforts are making much progress, and particularly in
view of the failure climate models to predict the stagnation in warming, and that perhaps
it is time to step back and see if we can do a better job of understanding and predicting
climate variability and change and reducing societal and ecosystem vulnerabilities.

Broader implications of the disease

Specifically with regards to climate research, for the past decade most of the resources
have been expended on providing projections of future climate change using complex
Earth system models, assessing and interpreting the output of climate models, and
application of the output of climate models by the climate impacts community.

The large investment in climate modeling, both in the U.S. and internationally, has been
made with the expectation that climate models will support decision making on both
mitigation and adaptation responses to climate change. So, are these complex global
climate models especially useful for decision makers? The hope, and the potential, of
climate models for providing credible regional climate change scenarios have not been
realized.

With the failure of climate models to simulate the pause and regional climate variability,
we have arguably reached the point of diminishing returns from this particular path of
climate modeling ~ not just for decision support but also for scientific understanding of
the climate system. In pursuit of this climate modeling path, the climate modeling
community — and the funding agencies and the policy makers — have locked
themselves into a single climate modeling framework with a focus on production runs for
the IPCC, which has been very expensive in terms of funding and personnel. An
unintended consequence of this strategy is that there has been very little left over for true
climate modeling innovations and fundamental research into climate dynamics and
theory — such research would not only support amelioration of deficiencies and failures
in the current climate modeling systems, but would also lay the foundations for
disruptive advances in our understanding of the climate system and our ability to predict
emergent phenomena such as abrupt climate change.

As a result, we’ve lost a generation of climate dynamicists, who have been focused on
climate models rather than on climate dynamics and theory that is needed to understand
the effects of the sun on climate, the network of natural internal variability on multiple
time scales, the mathematics of extreme events, and predictability of a complex system
characterized by spatio-temporal chaos. New structural forms are needed for climate
models that are capable of simulating the natural internal variability of the coupled
ocean-atmosphere system on timescales from days to millennia and that can accurately
account for the fast thermodynamic feedback processes associated with clouds and water
vapor.
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Hoping and expecting to rely on information from climate models about projected
regional climate change to guide adaptation response has diverted attention from using
observational, historical and paleoclimate data from the region to more usefully develop
the basis for future scenarios. Further, increased scientific focus on subseasonal (weeks)
and seasonal (months) weather/climate forecasts could produce the basis for tactical
adaptation practices with substantial societal benefits.

Securing the common interest on local and regional scales (referred to by Brunner and
Lynch as “adaptive governance”) provides the rationale for effective climate adaptation
strategies. This requires abandoning the irreducibly global consensus seeking approach
in favor of open debate and discussion of a broad range of policy options that stimulate
local and regional solutions to the multifaceted and interrelated issues surrounding
climate change.

The IPCC needs to get out of the way so that scientists and policy makers can better do
their jobs.

Conclusion

The diagnosis of paradigm paralysis seems fatal in the case of the IPCC, given the
widespread nature of the infection and intrinsic motivated reasoning. We need to put
down the IPCC as soon as possible — not to protect the patient who seems to be thriving
in its own little cocoon, but for the sake of the rest of us whom it is trying to infect with
its disease. Fortunately much of the population seems to be immune, but some
governments seem highly susceptible to the disease. However, the precautionary
principle demands that we not take any risks here, and hence the IPCC should be put
down.
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Members of the Subcommittees on Environment and Energy:

Thank you for the opportunity to offer testimony on the New Source Performance Standards
{NSPS) being considered by the U. S, Environmental Protection Agency (EPA) under Section 111
of the Clean Air Act of 1870.

EPA identified the following key factors in their criteria for the proposed rulemaking:

» Feasibility — whether the system of emissions reduction is technically feasible

* Costs - whether the costs of the system are reasonable

« Size of the Emissions Reductions ~ amount of CO2 emissions reduction resulting from the
system

» Technology Development — whether the system promotes implementation and further
development of technology
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My testimaony will focus on coal-fired electricity generation. Topics discussed are lessons learned
aboul technology development, the stage of development of CCS (carbon capiure and storage)
technologies, technology development in other nations, and the need for federal support for
research and demonstration projects.

L essons Learned in Technology Development

Coal Planf Deployments and Performance

Thomas Sarkus of the National Energy Technology Laboratory {NETL) provided an overview of the
U. S. Government's program in developing Clean Coal Technologies in a presentation at the 2013
Pittsburgh international Coal Conference. '

He noted that puiverized coal boilers were commercialized in the 1920s and 1930s, and that there
are about 5,000 units operating world-wide with approximately 1,100 operating in the U. S.
Fiuidized bed coal combustion boilers were commercialized in the 1970s-1980s, and there are
around 500 units operating world-wide with about 150, mostly small, units in the U.S. However, for
integrated Gasification Combined-Cycle (IGCC) coal power plants, there are only nine units
operating world-wide and only four in the U. S.

He also shared his experience as a project manager for demonstration projects. He observed that
technology performance often degrades with scale-Uup. in other words, a technology that looks
promising in a small laboratory setting may not achieve the predicted operating performance at
commercial scales. We often discover that new factors arise in larger systems that were not
apparent in laboratory experiments. Also, project financing, cost of a system, and meeting
construction schedules are ali important considerations in determining if a technaology is ready for
commercial depioyment.

First and N of a Kind Planis

In studying the development of technology for fufl scale systems that are deployed in targe numbers
such as the 5,000 pulverized coal plants referenced above, engineers have been able {o quantify
concepts that are called technology iearning curves. Typically the highest cost for a full scale unit is
the first of a kind (FOAK). As more copies of the same design are built and debugged, the
performance of the design wilf generally improve and the cost for construction and operation wiit
decrease. EPA is counting on he learning curve effect in making its projections for future
performance and cost of CCS-based coal plants in establishing the proposed emissions limits on
caal systems.

Care is needed, however, in in defining FOAK units and NOAK (N™ of a kind) units. Large scale
units are usually based on a pariicular manufacturer’s technology. Observations in the DOE/NETL-
34/042211 report 2 fiusirate the example that although gasification technologies are similar, itis
unifikely that one vendor wilf share its experience with rivals. They comment that the E-Gas IGCC
system (Conoco-Phillips technology} propoesed for the Exceisior project is only a second of a kind

' Thomas Sarkus, Lessans Learned from U. S, Gevernment Support of Ciean Coal Technologies,
International Pittsburgh Coal Conference, 2013, Beiling

2 Quality Guidelines for Energy Syslem Studies - Technology Learning Curve {FOAK and
NOAK), DQE/NETL-341-042211, January, 2012 National Energy Technology Laboratory
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IGCC based on the Wabash project experience. Little or no benefit will accrue to the E-Gas
designers from the Pinion Pines (KRW technology) plant that failed, the Palk (GEE technology) in
Florida, or the Buggenum and Puertoliano (Shell) projects. Since the Excelsior project did not go
forward to construction, of the nine IGCC piants cited by Sarkus above, it is passible they could all
be FOAK plants. In this case, we would have only one, high-cost demonstration of each type that
stiff has many major design parameters to be worked out to bring costs down and performance up
to the values for an N of a kind plant.

We must also recognize that, unlike natural gas that is readily available nationally as a uniform
commodity, coal varies from region to region in its characteristics. Coal power plants must be
designed to accommodate the particular characteristics of the coal supplied. Hence, a large
number of plants must be tested over a range of coals to bring a technology to a state of
commercial readiness whereby a financial backer is willing to provide financing and a technology
vendor Is willing to guarantee system performance under penalty of paying the costs for operation
of underperforming units.

Traditional pulverized coal plants have achieved demonsirated technology status. New designs
such as ultra-supercritical systems or oxygen fired (oxyfue!) systems have not achieved that level of
performance attainment given their relatively new introduction as a next-generation technolegy.
Some of EPA’s criteria in the NSPS proposal are based on only a FOAK system rather than a
NOAK system. Experience has shown that FOAK systems are not commercially avaifable and
additional iterations on the technology are required to achieve commercial status,

Technology integration

Technology learning curve theory also includes the proposition that some plants may have
components of a technology that can be considered as N™ of a kind, but have critical components
that are new and first of a kind. Hence, a pulverized coal technology piant that uses a new
technology for carbon capture, such as a membrane, cauld be considered as a FOAK kind of &
plant for the following reason. Contro! and operational problems usually have to be overcome due
to the difficulties of integrating the new component with an older component that was not originally
designed to be a good interface with advanced technology systems.

Integrating CCS with a power generation plant introduces complexities. The full system must be
designed to handle contingencies that may occur, What if access to the carbon storage reservoir
becomes unavailable - what happens to the CO2 captured? Alternatively, if the plant goes off fine
and the reservoir performance is based on continuous injection of CO2 to avoid damage to the long
term performance of the reservoir, where does the plant or reservoir operator get the CO2 needed?

CO2 injection studies into geologic reservoirs have only been carried out at scales of tens of
thousands of tans of CO2 per site, Larger scale studies are underway. For a full scale operating
plant, a mitfion tons of CO2 per year may be generaied and would need to be injected to handle the
plant's output. We need to validate geolegic storage at this scale jo prove out an integrated system
with a CO2 capture piant. FutureGen, which is scheduled to be on Hine in 2017, will integrate the
operation of the Meredosia plant with the storage reservoir operations. Integration of all
components will be a challenge. This experiment will be a FOAK kind of plant in the context of the
present discussion. Since this plant is stilt not in operation, we have not yet achieved a FOAK
status with regard to developing a lessons learned notebook on demonstrating the technology.

E YTestmony to SS&T Commnttes 2 doc
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Status of Carbon Capture Technojogies

Many of the currently discussed post-combustion carbon capture technologies are based on the
use of amines or chilled ammonia (recent technology developed by Alstom). The amine
technology was originally developed for the chemical industry. in a chemicals plant, it is often
necessary to remove CO2 from the process stream. Amine systerns have high operating costs.
Energy is required to disassociate the captured CO2 from the amine in order to use it again in the
process stream. Chemical plants producing high value products can afford the extra expense since
costs are recovered in the price of the product.

The price of the electricity is one of the lowest “value-added” components of a mutti-product plant ~
i.e, for & polygeneration plant. Here fertilizer could be made, the captured CO2 sold for enhanced
oil recovery (EOR) and process steam sold for district heating. Electricity is a smaller component of
the overaft outputs of the plant. The Summit and HECA plants referenced in the EPA proposal are
plants of this type.

The cost of operating an amine technology for carbon capture in a stand-alone power plant is
relatively more than in a chernicals piant. In a ptan! dedicated solely to generating electricity, the
cost of using the traditional amine technofogy is generally summarized as:

s 45-70% increase in the cost of glectricily

» 35-110% increase in capital costs

» 15-21% decrease in the piant's electricity output compared to operations before carbon
capture equipment was added

While it has been demonstrated that carbon capture using amines wili work {echnologically, this
type of technology is not cost competitive for a stand-alone power generation plant as compared to
a chemical refinery or a polygeneration plant. Using newer advanced technologies such as
membranes or ionic liquids, or revised power cycles that minimize the steps required to separate
and capture CO2 are ways 10 reduce costs. However, these are newer techniclogies that have not
been demonstrated at commercial scales.

Legal and Sociat issues

The large number of legal and social issues associated with developing a carbon sequestration site
can delay construction and must be factored info the assessment of a technology's readiness for
deployment. Data from many sources show that the cost of electricity from new natural gas planis
would be low compared to new coal fired plants. Around 22% of the lotal cost of electricity for a
naturai gas combined-cycle plant is the capital cost, whereas capital costs could be as much as
50% of the total cost of electricity for a coal IGCC plant. Given the large fraction of a coal plant's
cost that is tied up in debt service for financing and the long operating time over which payback may
occur {typically 30-40 yeas), it is important that project construction occur on a timely basis.
Otherwise, the increased cost of capital over the delay period would raise the cost of electricity
even higher for the coal plant.

Practice has shown, however, that the following factors often add to cost increases that affect
financing, technology development, and timeliness for the eonstruction of coal plants:

« Reguiatory Issues - permitting, treatment of CO2, ...
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» Infrastructure Development — pipeline construction and permitting, ...

» Human Capital ~ need for developing a new workforce skilled in building and managing the
equipment inside the plant boundary and handiing the fransport and storage of CO2 in the
field, .....

« Legal Framawork ~ liability for the CO2 once it is injected, ownership of the pore space under
ground, ownership of the CO2 once injected, legal hassles between states over cross-
boundaty transport of CO2 underground, ....

« Public Acceptance — NIMBY . NUMBY perception by the general public

» Uncertainty ~ uncertainty about future fegislation on CO2 emissions, ....

Carbon starage in geologic reservoirs must alsa overcome the concerns about injecting fluid into a
space that is afready crowded as compared to EOR injections. Using CO2 injection for enhanced
oil recovery has been ongoing for a long time. In EOR, the injection of CO2 can be likened to re-
pressurizing the reservoir to an original condition and thereby counterbalances the subsidence that
could occur from removing the oil. For geologic storage in saline aquifers, the injection amounts to
over-pressurizing the formation, promoting migsation of fiuids to other areas. This result generates
more concerns than for EOR processes. These faclors lead to delays in permitting and
construction, and hence must be considered as a part of the cost and technical readiness of a
technalogy. These issues have not been adequately resolved to attract power plant financers to
invest money in projects with CCS.

Demonstration Status of CCS Technologies

The following comments address the theme of the present hearing, namely, has the commercial
deployment of CCS technologies been “adequately demonstrated” to meet the key criteria of EPA
cited above.

Feasibility

As noted above, the feasibilily of using amine solutions for capturing CO2 has long been
demonstrated in the chemicals industry. While technically feasible, the cost of the amine solution
process is very expensive for power generation. The use of these amine solutions over extended
duty cycles in coal gas atmospheres needs further development.

System integration issues are also a concern with regard to the operation of amine towers. The
process works by trickling the solution down a wall that is exposed to the CO2 gas. Most chemicat
plants operate with one tower where instabilities in the falling film of amine caused by the upward
rush of the CO2-laden air can be managed based on operating experience. For a large scale
power plant, multiple amine towers will be required. Fluid flow instabilities in one tower can afiect
the operation of adjacent towers due to switching air flows in reaction to the tower upsets. This
situation is one example of integration studies that need o be performed on large scale
demonstration units before the technology can be said to be adequately demonstrated at
commercial scale,

Coal-based IGCC systems have not been demonstrated in sufficient numbers as noted above,
especially in carbon capture applications. Many of the examples cited in the EPA proposat have
been for polygeneration systems. Additional research and demonstration is needed for stand-alont
IGCC power generation systems.
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Leng-term storage of CO2 in geological reservoirs has not been demonstrated for large volumes of
injected fluid on a continuocus basis.

Cost
As noted above, costs associated with amine capture are high compared to costs that are &xpected
to be realized when advanced carbon capture technologies come to fruition.

Additicnal costs are incurred due to the sacial and legal aspects of permitting a CCS power plant -
storage fisid operation. These factors must be considered in assessing the cost of campliance with
the 1,100 pounds of CO2 per megawatt hour standard proposed by EPA.

The latest pulverized coal plant that is an indication of the state of pulverized coat technology is the
Turk plant, which is estimated to operate at a rate of 1,800 pounds of CO2 per megawatt hour. A
significant cost and performance penalty will apply to reduce the emissions to 1,100 pounds per
megawatt hour. Large scale operations of a coupled plant and storage system have not been
operated sufficiently long fo develop cost estimates of a combined operation.

The cost of using currently available carbon capture technologies is considered to be too expensive
o be competitive for coal based systems.

Size of Emissions Reductions

Given the uncertainties associated with questions of feasibility and costs as noted above, it is likely
{hat few if any coal plants will be deployed in the time frame proposed by EPA. Hence, the present
proposal will not lead to significant reductions as staled by EPA.

However, if the proposal could be modified to delay the iower CO2 emissions requirement, there
may be opportunities to propose new plants based on technologies that couid be developed in the
near future, Therefore, emissions reductions could result from a delay in implementing the
standard.

Technology Development

As above, if no new plants would be built, there is no driver for developing technology for CO2
capture and storage. 1t is desirable to maintain a diverse portfolio of fuels to meet our energy
needs. Programs that would encourage technology development are essential. Phasing in the
standards over a longer time wouid provide a window for developing advanced technologies that
could be demonstrated on & timely basis tq achieve the goals of the EPA proposal.

Comments on Gilobal Technology Development
The use of coal for pawer generation and chemicals production {liquid fuels, fertilizer, chemical

products, ...} in China has passed the U. S. usages and the gap between the U. S. and China will
continue to widen with respect to coal technologies.

E \Testumony ta SS&T Comanitee 2.doe
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Chinese planners have been wifling to make investments in new technelogies through support of
fundamental and engineering scale research, and development of coal-based systems from large
pitot plant operations to full scale development. These investmenis have been made by the
government or by government-owned industries.

As a result, China has taken a leadership role in coal-to-chemicals and coal-to-liquid fuels
production technologies, and is rapidly developing lechnologies for advanced power generation with
coal systems and carbon storage. Thelr next Five Year plan will include a focus on government
supported CCS activities, with active involvement in geological storage research and
demonstrations.

Federal Support for Research and Demonstration Projects

The U. S. research and development program for coal-based technologies has made progress in
deveioping advanced pulverized coal and gasification systems that include higher efficiency
processes and carban capture and storage applications. However, more pragress needs to be
made to achieve the goals proposed by EPA. A robust federal research, development and
demonstration program is needed.

Advances in fundamental research in developing new materials, new control and integration
technologies, and advanced cycles offer promise for higher efficiency in terms of power generation
and in carbon capture and sterage. Demonstration programs are more-or-less at the first of a kind
status in developing ideas to the scale where their commercial viabitity and performance can be
evaluated. In both of these areas, we need continued and strong suppor from Congress ta ensure
continued development of coal as a viable fuel for our nation.

Efficlent coal technologies will ensure our energy and economic security by maintaining diversity in
our portfofio of fuels. As a nation, we can show giobal leadership by developing and exporting
technelogies that address mounting concerns about carbon emissions. A risk we take by not acting
in a strong leadership manner is that we will be buying our technolegy from other nations who are
more aggressive in developing their technology base.

Closing Comments

Without the building of new planits, no technology advancement would occur to demonstrate the
commercial readiness of new carbon capture and storage plants. investments in a strong research,
development and demonstration program, coupled with a delayed phase-in of the standards
proposed by EPA would provide improved opportunities for technologists to meet the challenges
proposed to us by EPA to improve our environment and economic competitiveness through
advanced coal technclogies. | recommend your consideration for both of these approaches.

E \Testimony to SS&T Cominittes 2 doc.
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m@@mg $§Z the Tnitey States

Biouss af Repeesontatives

December 13, 2013

The Honorable Janst McCabe

Acting Assistant Administrator

Office of Afrand Radiation

U5, Environmental Protection Agency
1200 Pennsylvania Avenue, N.W.
Washington, D.C. 20460,

Dear Acting Administrator McCabe:

‘Thank you for appeating before the Subcommitiee on Energy and Power'on Thuesday; November 14, 2013, to
testify at the hearing entitied “EPA”s Proposed GHG Standards for New Power Plants and LR, __, Whitfield-Manchin
Legislation.”

Pursiant t the Rules of the Commitiee on Energy and Commerce, the hearing record remains open for ten
business days.ta permit Members to submit additional questions for the record, which are attached. The format of your
responses {0 these questions. should be as follows: (1) the name of the Member whase question you are addressing, (2) the
compleis text of the queéstion you are addressing in bold,-and (3) your dnswer to that question in plain text,

Also attached are Member requests made during the hearing. The format of your responses {0-these requesis
should folfow the same format as your responses to-the additional questioris for the record.

To facilitate the printing of the hearing record, please respond ta these questions and requests by the glose of
bu;mes': on Fndav Jamlary 10, 2014. Yourresponses should be esmailed fo the Legislative Clerk in Word format at
and mailed to Nick Abratiam, Legislative Clerk, Committee on Energy and Commicree,
2125 Rayburn House Office Buikling, Washington, 1.C, 20515,

Thank you again for your time and effort preparing and delivering testimony before the Subcommittee.
Smcerel\ 5
@f 4 zﬁffw
“Ed Whitficld

Chairman
Subeomimittee on Energy and Power

c¢: The Honorable Bobby L. Rush, Ranking Member,
Subtommittee on Energy and Power

Attachmeénts
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The Honorable Ed Whitfield
Chairman

Subcommitiée on Energy and Power
Committee on Energy and Commerce
LLS. House of Representatives
Washington, D.C, 20515

Dedr Chairman Whitfield:

Thank you for your letter of December 13, 2013, to-Acting Assistant Administrator Janet
MeCabe requesting responses to Questions for the Record Tolowing the November 14, 2013;
hearing before the Subcommittee on Energy and Power entitled, “EPA’s Proposed GHG
Standards for New Power Plants and H:R._, Whitfied-Manchin Legislation.™

The responses 10 the questions are provided as-an enclosure to this fetter.. I you have any further
questions please contact me, or your staff may contaet Kevin Bailey at Kevinjtiepa.gov
or {202) 564.2998.

&,

Nichole Distefano

Deputy Assoeiate Administrator
for Congressional Affairs
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November 14 2013 House Energy and Comererce EPA Guestions for the Record

Attachment 1-Member Request for the Record

During the hearing, members asked you to provide information for the recard and you indicated that
you would provide that informatian. For your convenience, descriptions of the requested information
based on the relevant excerpts from the hearing transcript are provided below.

The Honorable Robert E. Latta

1. During the hearing, you agreed to provide the committee with a list of faciiities that were using
scrubbers when the standards developed to require the use of scrubbers was implemented and
made finat in the late 1970s. Please provide a list of these facilities.

The following tahle provides a list of electricity generating units with scrubbers that were operating or
under construction at the time of the 1978 proposed SO; NSPS. This list includes some scrubbers that
were designed as test facilities rather than permanent instaliations. See “Electric Utility Steam
Generating Units; Background Infarmation for Propased SO, Emission Standards” {see web link} for
mare information.
hitp://nepis.e0a.gov/Exe/ZyNET.exe/2000Y6K 1. TXT ?ZyActionD=ZyDocument&Client=EPA&Index=1976+
Thru+1980&Docs=&Query=&Time=&EndTime=&SearchMethod=1&TocRestrict=n&Toc=&TocEntry=&QFi
eld=RQFieldYear=&QFieidMonth=&QFieldDay=&intGFieldUp=0&ExiQFieldOp=0&XmiQuery=& File=D%3
A%S5CzyvfitesdSCindex%20Data%%sC76thru80%5CTxt%5C00000007 %5C2000Y6KT . txt&User=ANQONYMOU
S&P: ord=zanonrvmous&SortMethod=n%7C-
&MaximumDocuments=1&FuzzyDegree=0&imageQuality=r7528/r75g8/x150y150816/i4258 Bisplay=p%
JCf&DefSeekPage=x&SearchBack=ZyActionl&Back=ZyActicn$&BackDesc=Results%20page&MaximumPa
ges=187yEntry=1&SeekPage=x&ZyPURL

Unit Location

Status

Reld Gardner Mol L
Reid Gardner No. 2

Operational

evada Pdt:vééficdﬁrﬁpéuy D .
Northern {ndfana Public Service Company Ope(ationa(

Cperath

) Becker, MN rn States Power Company Operational‘
Shinbingoatt, PA  Poier CompanvE Operational -
. Shippingport, PA mpany - Under Construction

PA

f New Mexico
‘of New Maxics:
ervice Authority
(boperétive

Pawer Assoc.

pringfield, MO Springfield City Utilities Operational

”Sou{hwest Ne. 1
{John Twitty}
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Shawnise

. . dah, Ky T Tenresise Valley s Opaational.
Shawnee Paducah, KY Tennessee Valiey Authun Operational
Widows CréeiNo B TenftssesValley ALTHOE Y TR Dgeratcnal -
Martin Lake No. 1 Texas Utilities Company Under Construction
wErE Eake e T : R : unter Carstruction
Monticelio No. 3 Mount Pieasang, TX Under Construction
HunterNo L - “eeryto., UT Light Commpany: G Undér Chngttiction:
Price, UT Utah Power and Light Company Under Construmon

Pleasants Ne. 1
Pleasants Mo, 270
Apache No. 2
Adache :
Chotla No. 1
Cheilla §g. 2
Reid No. 2
Sliek Cresk o 1k a
Newton No. 1 Newton, 1L

T SYstem, inc.
Arizona g ectnc Power Cooperative, mc

Under Constructicn
UnderGanstruction i
Operational

Robards, KY

Geimesvitle No. 5 . Copesale, DM

Conesville No. 6 Conesvnle OH Coiumbus and Smslhem Ohm Efectric Co.

SowertonNeis Peking S CorpnonweatitiEdisor Company Hnder Construction
Wil County Mo. 1 Romeovilie, 1L Commonweaith Edison Company Operatmnal

eL Statian

Patershur e B
Hawtham No. 3

g,
Kansas City, MO
KansasCity, MO

Siffory Mo 4 Under Cbriézruct\!:-h?~

Jeffery No. 2 ) St Mar' KS Under Construction
Eswrence No, 4 Eawrente, K5 )

iawrence Mo. 5 Lawrence, KS

Cane Run No 4 Operational
B SR nder Canstittion =
Mdl Creek No. 3 Louisville, KY Under Construction
PaddysRum Na - houjsvithe, KY §
Milton R, Young No. 2 Center, ND Minnkota Power Cooperative Inc.
; £ : Maniangsower Company :
Calsmp No‘ 2 Colstrip, MT Montana 2ower Company Operatxona?

The Honorable David B, McKinley

1. During the hearing, you agreed te respond in writing regarding how it is that you are testifying
that carbon capture and storage {CCS} technologies far coal plants are available now, when back
in November 2011, EPA Administrator Lisa Jackson was quoted as stating that CCS technology was
“maybe a decade or more” away from being commercially available. The Department of Energy
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simifarly put out their own report saying the technology wouldn’t be commercially viable unti

2020, Please explain why you disagree with the projaections of Administrator Jackson and the
Department of Energy.

The EPA has determined that CCS is technically feasible for new coai-fired power plants, because all of
the major components of CCS — the capture, the transport, and the injection and storage — have been
demonstrated and are currently in use at commercial scale, For exarmple there are several industrial
projects in the U.S. that are currently capturing the CO, for use in enhanced oif recovery (EOR) or other
applications. There have been numerous smaller-scale projacts that have demonstrated the technology,
and there are several full-scale projects ~ both in the U.S. and internationally — that are under
construction today. Thus, the EPA has determined that partial CCS is the Best System of Emission
Reduction {BSER] for new coai-fired power plants.

Several important distinctions must be made when comparing this determination with other evaluations
of the technology. For example, very often other evaluations of the state of the technology {i.e,,
whether it is “technically feasible” or “commerciaily viabie”) have been focused on implementation of
fuil CC5 (i.e., capturing 90+% of the CO;). in the recently proposed performance standards for new fossil
fuel-fired power plants, the £PA determined that “the cost of “full capture’ CCS without EOR is outside
the range of costs that companies are considering for comparable generation and therefore should not
be considered BSER for CO, emissions for coal-fired power plants.” (79 FR 1430}

Some evaluations have focused on “widespread” implementation and some have focused on the
technical and commerciai feasibility of retrofit implementation {i.e., at existing units rather than at new
units). The President’s Interagency Task Force on Carbon Capture and Storage was charged with
proposing a plan for widespread, cost-effective deployment of CCS by 2020. EPA’s proposal for new
power plants does not require, nor does it 2nticipate, the reed for widespread implementation of CCS
technology.

The Honorable john D. Dingeil

1. During the Hearing, you indicated that you have reached out to stakeholders, including industry
stakeholders, about components of greenhouse gas tules for new and existing power plants.
Piease submit for the record all of the actions you and your coffice have taken with regard to the
development of these rules.

EPA has participated in more than 200 meetings with utifity, labor and environmental groups on the
components of greenhouse gas rules since August 2013. More meetings are scheduled for the
future. Additionally, an EPA video webinar about the Climate Action Plan and CAA 111{d} has been
viewed more than 3,800 times. Furthermore, more than 3,300 people attended and more than
1,600 people offered oral statements at the 11 public listening sessions EPA held araund the county,
and over 2,000 emails have been received at carbonpoliutioninput@epa gov.
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Pubtic hearings were held in the spring of 2012 on the proposed carbon poliution standards for new
sources in Washington, D.C. and Chicago. More than 600 people attended these hearings, and more
than 300 people provided oral testimony. In addition, mere than 2.5 million public comments were

received on the previous {April 2012) proposal, and the EPA considered the information contained in
those comments in development of the recently proposed new scurce performance standards.

Attachment 2-Additional Questions for the Record
The Honorable ED Whitefield

1. Onune 25, 2013, President Obama issued a Presidential Memorandum directing EPA to re-
propose greenhouse gas standards for hew power plants no later than September 20, 2013, and
to issue a final rule “in a timely fashion” after considering public comments.

a. What is EPA’s current schedule for issuing & finai ruie?

The proposed Carbon Poilution Standard {CPS) was signed on September 20, 2013 and
published on Wednesday, January 8, 2014 in the Federal Register. The deadline for public
comment on this proposat has been extended from March 10 to May 9, 2014. The agency
intends to finalize the CPS in a timely fashion, after consideration of public comments,
consistent with statutory obligations.

2. The Presidential Memorandum referred to above also directed EPA to propose standards,
regulations or guidelines, as appropriate, for modified, reconstructed and existing power plants
by June 1, 2014 and finalize them by Jure 1, 2015.

a. s this EPA’s current schedule for the issuance of standards, regulations or guidelines for
modified, reconstructed and existing plants?

Yes, this is the schedule the agency is currently operating under and we do intend to meet both
of these deadiines,

3. The Presidential Memorandum referred to above also directed that EPA inciude in its guidelines
addressing existing power plants a requirement that States submit to EPA implementation plans
no later than June 30, 2016.

a. What does EPA expect the agency’s timeline wiil be for reviewing implementation plans by
state.

It would be a high priority for the agency, and we would work as expeditiously as possible
consistent with requirements that review would require notice and comment rulemaking.
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4. Under the language of section 111(d) of the Clean Air Act, EPA establishes a procedure under
which States submit to the EPA Administrator a plan that contains”standards of performance”
for existing stationary sources.

Does EPA agree that it is the role of States, not EPA, to establish standards of performance
for existing stationary sources under section 111{d}?
See answer to 4 b.

Does EPA agree that States, not EPA, would have the primary role in setting any standards of
performance for individual electric utility generating units under section 111{d})?

Section 111{d) provides that states’ may establish standards of performance for existing
sources of pollutants under certain circumstances and pursuant to a process created through
an EPA rulemaking. If 2 state fails to provide a satisfactory performance standard and plan, the
EPA may set performance standards and implement and enforce them in that state. EPA’s
proposed rule to establish the process for states to set such standards will in¢lude solicitation
of public comment on the respective roles of the EPA and the states in establishing and
implementing standards of performance. At the same time we anticipate proposing that
reguirements for state plans allow each state to establish programs appropriate to address its
own sources and circumstances,

Does EPA agree that any standards of performance established for existing electric
generating units under section 111{d) should be achievable by individual existing electric
utifity generating units?

Under the statute, the term “standard of performance” means a “standard for emissions of air
pollutants which reflects the degree of emission fimitation achievable through the application
of the best system of emission reduction which {taking into account the cost of achieving such
reduction and any nenair quality health and environmenta! impact and energy requirements)
the Administrator determines has been adegquately demonstrated.” EPA is exploring all options
available for achieving cost effective standards of performance by analyzing, among other
things, results from the extensive outreach to states, industry, and other stakeholders we
conducted cver the past several months.

5. You testified that for EPA's planned greenhouse gas regulations for existing power plants, “EPA
will set the target, but then the states will have flexibility to meet that in whatever way makes
sense to them. So it does not need to be a unit by unit reguiation, or expectation.”

What do you mean when you refer to “the target” to be set by EPA? Please explain.

A target is a goat estahlished by the emission guidelines, This goal can be expressed in several
ways, such as a rate, mass or percentage reduction. States will be expected to meet the target
using the programs performance standards or regulations that they designed to address the
emission guidelines.
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6. Prior to Administrator McCarthy’s signing proposed greenhouse gas standards for new electric
utility generating units on September 20, 2013, was EPA aware of the provisions of the Energy
Policy Act codified at 42 U.5.C. 15962(i) that state: “No technology, or ievel of emission reduction
solely by reason of the use of technology, or the achievement of the emission reduction, by 1 or
more facilities receiving assistance under this Act, shall be considered to be...adequately
demonstrated for purposes of {section 111 of the Clean Air Act)...”?

a. Given the proposal makes specific reference to technologies receiving assistance under the
Energy Policy Act of 2005, why were these provisions not specifically addressed in the
proposai?

EPA does not believe that these provisions impact its determination. EPA based its
determination on a number of projects and other information including projects that did not
receive any assistance under the Energy Policy Act of 2005 {EPact0S). EPA has issued a Notice
of Data Availability (NODA) that notes the availability of a Technical Support Document {TSD),
which we have attached, in the rulemaking docket that further details this position.

7. Prior to Administrator McCarthy’s signing preposed green house gas standards for new electric
utility generating units on September 20, 2013, was EPA aware of the provisions of the Energy
Policy Act codified at 26 U.S.C. 48A(g) that state: “No use of technologyior level of emission
reduction solely by reason of the use of the technology), and no achievement of any emission
reduction by the demonstration of any technology or performance level, by or at one or more
facilities with respect to which a credit is allowed under this section, shail be considered to
indicate that the technology or performance ievel is adequately demonstratad for purposes of
section iii of the Clean Air Act...”?

a. Given the proposal makes specific reference to technologies receiving tax credits under the
Energy Policy Act of 2005, why were these provisions not specifically addressed in the
proposal?

We have attached a TSD which has also heen piaced in the docket to allow for public comment,
which explains EPA’s viewpoint on the interaction between EPAct0S and the agency’s proposed
BSER determination. As the TSD explains, EPA beifieves that it may use information from the
projects if it is used in conjunction with other evidence. As the TSD explains, its determination
was in fact based on a larger set of evidence including a number of projects that have not
received EPAct0S funding.

8. To what extent was the U.S, Department of Justice consulted by EPA regarding the proposed
standards of new power plants announced on Sept. 20, 20137

The U.S. Department of Justice {DOJ} was part of the interagency review process, which was
coordinated by the Office of Management and Budget {OMB). During the review, DOJ had

6
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complete access to the proposal and all supporting documentation provided to the OMB as part of
the interagency review process.

To what extent was the U. 5. Department of Energy {DOE) consuited by EPA regarding the
proposed standards for new power plants announced on Sept. 20, 20132

The U.S. Department of Energy {(DOE) was part of the interagency review process, which was
coordinated by the Office of Management and Budget {OMB). As part of this review, DOE had
complete access to the proposal and all supporting documentation provided to the OMB as part of
the interagency review process.

in addition, DOE was consuited during the deveiopment of the Carbon Pollution Standard because
the EPA relied on cost assessments conducted by the DOE for new fossit fuel-fired power plants
utilizing carbon capture and storage systems.

a. Invyour response, please identify which DOE offices(s) and/or laboratories EPA consulted
regarding the proposed rule.

The agency consulted with both DOE’s Fossil Energy (FE} Headquarters Office and the National
Engineering Technology Laboratory (NETL}.

b. inyour response, please identify when EPA consuited with these DOE offices and/or
Iaboratories regarding the proposed rufe.

The U.S. Department of Energy {DOE} was part of the interagency review process, which was
coordinated by the Office of Management and Budget {OMB}. As part of this review, DOE had
complete access to the proposal and all supporting documentation pravided to the OMB as part
of the interagency review process.

in addition, DOE was consulted several times during the develgpment of the Carbon Poliution
Standard because the EPA relied on cost assessments conducted by the DOE for new fossil fuel-
fired power plants utilizing carbon capture and storage systems.

Prior to Administrator IVicCarthy’s signing proposed greenhouse gas standards for new electric
utility generating units on September 20, 2013, did DOE offictals or staff raise concerns regarding
EPA’s proposed requirement of carbon capture and storage (CCS) technologies for new coal-fired
power plants?

a. Did DOE officials or staff raise concerns that CCS technologies for new coal-fired power plants
are not adequately demonstrated?

The U.S. Department of Energy {DOE} was part of the interagency review process, which was
cocrdinated by the Office of Management and Budget {OMB}. The interagency review, which

7
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included staff from DOE — commented on review drafts of the proposed rule, and all relevant
topics were discussed. Afl comments were resolved prior to OMB clearance of the final
document.

Did DOE officials or Staff raise concerns that CCS technologies for new coal-fired power plants
are not currently ready for widespread commercial deployment?

This proposed rule does not require widespread commercial deployment of CCS.

Did DOE officials or Staff raise concerns that the costs of CCS technologies that would be
needed for new coal-fired power plants to comply with the rule are prohibitively expensive?

DOE agreed that the cost estimates provided in NETL's ‘Cost and Performance’ reports are the
best, most thorough and transparent information available. EPA consulted with DOE staff to
ensure that the costs were appropriately characterized in the proposed rule.

Did DOE officials or staff raise concerns about the commercial feasibility of the proposed
standards for new coal-fired power piants?

All relevant topics were discussed as part of the interagency review, and ali agency comments
were resolved prior to clearance of the final document.

The Honorable Joe Barton

1. What is the average cost of construction and operation of a coai-fired power that would comply

a.

with current EPA regulation?

What percentage of the total cost is directed toward emissions controi?
What studies or analyses does EPA rely on for these estimates?

EPA is aware of some engineering studies that assess the current cost to construct and operate
new coal-fired power plants. £PA relied on the NETL ‘Cost and Performance’ reports and
helieves that they are the best, most therough and transparent studies avaifable. However,
those studies include the costs for equipment to control of criteria pollutants {i.e., $O,, NOy, and
#M) and toxic air poltutants (mercury and other metals, toxic acidic gases, etc.} and do not break
out costs with and without those controls. As noted below, EPA has broken out the costs for the
controis needed to meet the proposed NSPS in the proposed rule.

What is the average cost of construction and operation of a coal-fired power plant would comply
with the recently proposed carbon dioxide emissions standards {not factoring revenue from sale
of CO2)?

What percentage of the total cost is directed toward emissions control?
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b. What percentage of the cost of emission control is directed toward injection and storage of
coz)?

¢. What studies or analyses does EPA rely on for thase estimates?

As previously stated, EPA is aware of some engineering studies that assess the current cost to
construct and operate new coal-fired power plants. EPA relied on the NETL ‘Cost and
Performance’ reports and believes that they are the best, most thorough and transparent
studies available. The EPA estimated the costs for a new supercritical pulverized coal {SCPC)
boiler and 2 new integrated gasification combined cycle {IGCC) that would meet the proposed
1,100 Ib CO,/MWh performance by implementing partial CCS. Those costs are provided in Table
6 of the proposed rule {79 FR 1430).

3. What is the status of EPA’s proposal to exclude geologicaily sequestered CO2 from regulation
under the Resource Conservation and Recovery Act’s hazardous waste program?

a. Given the great deal of legal and regulatory uncertainty surrounding geologic storage and
tiability protection, please describe how EPA accounted for these costs.

On January 3, 2014, EPA finalized a rule to exempt geologically sequestered CO2 from regulation
under the Resource Conservation and Recovery Act’s hazardous waste program. information on
the final rule can be faund at - http://www.epa.gov/wastes/nonhaz/industrial/geo-sequester

EPA prepared a revised analysis of the potentiai cost impacts associated with the final rule. This
revised analysis is presented in the final rule as a support dacument entitied: Assessrnent of the
Potential Costs, Benefits, and Other impocts — Hazardous Waste Management System:
Conditional Exclusion for Carbon Diaxide {CO2) Streams in Geologic Sequestration Activities:
Final Rule {Assessment docurment).

In general, entities that may be directly affected by the final rule include COZ generators and
sequestration facilities that have UIC Class Vi wells. These entities are likely to experience net
cost savings as a result of the rule. Entities transparting the CO2 stream that would otherwise be
hazardous under subtitie C of RCRA must continue to meet the baseline DOT requirements and
are expected ta experience no increased costs, or cost savings. Increased costs associated with
the review of selected CO2 exciusion certification statements are expected for EPA and state
governments.
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