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REPS. BOUCHER AND SHIMKUS INTRODUCE LEGISLATION TO PROMOTE THE USE OF COAL-TO-LIQUIDS TECHNOLOGY

 

 

WASHINGTON, DC – Representatives Rick Boucher (D-VA), Chairman of the Energy and Air Quality Subcommittee, and Representative John Shimkus (R-IL) introduced federal legislation to promote the use of coal-to-liquids, a technology which enables the production of transportation fuels from coal. The legislation would establish price certainty, thereby incenting investments in coal to liquids facilities.


The U.S. currently imports approximately 60% of the oil we consume.  Providing domestic alternatives for transportation fuel is critical to enhancing both our economic security and our national security by reducing our reliance on foreign oil.  Using our nation’s most abundant natural resource-coal- is a clear way to advance energy self sufficiency.

 

Coal liquefaction has been in use since World War II, and South Africa today uses the technology to produce approximately 40 percent of its transportation fuels.  While the technology has been in use in other parts of the world, it has not been deployed in the United States.  Coal liquefaction technology is economic when crude oil prices are at or above $40 per barrel.  The Energy Information Administration forecasts that prices for crude oil will remain above this level for the foreseeable future.  However, financing of these facilities has proven difficult since many financial analysts believe the real price of crude oil is much lower than the current trading prices when geopolitical risks are factored into the consideration.  

           “I am pleased to join with Representative Shimkus in this effort to resolve the financial uncertainty and promote the use of domestic energy resources instead of imported petroleum to power cars and trucks in the United States.  By using one of our nation’s most abundant natural resources - coal - to produce transportation fuels, we can address fuel cost concerns, make our nation less reliant on imports from politically unstable regions of the world and simultaneously benefit our domestic coal industry,” Boucher said.

“I want to thank Chairman Boucher for his diligence in preparing this legislation for introduction today.  I am excited to be joining with him in sponsoring this legislation for the second time.  Coal to liquid technology will allow the United States to use our own energy resources - in this case coal - so that we increase domestic production of fuels.  This will reduce our demand for foreign oil and give our military and transportation sectors a valuable alternative to petroleum,” Shimkus said. 

 

The legislation introduced by Representatives Boucher and Shimkus would enable the Department of Energy to enter agreements with up to 6 coal liquefaction projects for the purpose of establishing price parameters which will provide the projects with a federal price guarantee.  Under the legislation, if the price of crude oil falls below an agreed upon price, approximately $40 per barrel, the federal government would make a payment to the facility owner, thereby establishing a price floor for the facility’s product.  

 

Conversely, if the price of crude oil were to rise above a certain ceiling, upwards of today’s market price per barrel, the facility operator would be required to make payments to the federal government. The legislation was established with both a floor and a ceiling to provide the necessary financial certainty to incent the launch of coal-to-liquids projects while simultaneously insuring that participating facilities are not able to reap windfall profits simply by virtue of their participation in a program which lends federal backing in certain circumstances. The exact price levels for the floor and ceiling as well as the amount of the payments would be established as part of each project’s agreement with the Department of Energy.   In addition, the legislation requires that in order to qualify for this federal guarantee, each project must be certified as producing a fuel which has life cycle CO2 emissions of at or below the levels of a comparable petroleum based facility. 

 

            “The novelty of coal liquefaction technologies to the United States means that obtaining the investment capital for facilities is still somewhat uncertain.  Our legislation will resolve much of the uncertainty and speed the arrival of coal to liquids plants in the U.S.,” Boucher concluded. 
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A copy of the legislation is available upon request.
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