Working Document of the NPC Global Oil and Gas Study Made Available July 18,2007

Figure IVH4c.1. Historical U.S. mine productivity.

d) Equipment

Competing demand for mining equipment comes from domestic mining of other
commodities, international mining activities, and international construction activities.
The industry has had to deal with significant queues for delivery of new equipment
for several years.

A shortage of new tires for large mining and construction equipment emerged in
2004 that is expected to persist through 2007 into 2008, when capacity expansion
currently under construction comes on line. Based on this experience, addition of new
tire-manufacturing capacity can be expected to lag future demand increases
e) Siting

Coal surface mines can be quite large. A recently permitted mine in West
Virginia includes 18 million tons of reserves on about 4,000 acres. A pending lease
application with the U.S. Bureau of Land Management (BLM) for the right to mine
PRB coal includes 588 million tons of reserves on about 4,590 acres. In addition to
the area being mined, surface facilities are required for staging and loading the coal,

as well as storing the overburden for future reclamation.
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Underground mining also requires surface facilities for staging, loading, and
storage. They may also face issues with subsidence and both ground and surface
water, which may restrict where they can mine.

There are also burecaucratic obstacles, such as the “Roadless Area Conservation
Rule,” enacted by the Clinton administration, repealed by the Bush administration,
and reinstated by the Ninth Circuit Court of Appeals, which restricts mining access to

some public lands.

I. International CTL Outlook

The International Energy Agency’s World Outlook 2006 expects CTL production
to reach 750 thousand BPD by 2030, primarily in China, where low-cost coal supplies
are abundant. China’s relatively low coal prices reflect lower labor costs compared to
other coal producing nations. They believe high capital costs compared to gas-to-
liquids facilities, high steam coal costs, and high CO, emission rates from CTL
production will cause CTL to remain a niche activity between now and 2030.

The EIA reference case projects worldwide CTL production of 1.8 million BPD
in 2030. The high-price case increases the estimate to 2.3 million BPD.*® This
represents 1.5-1.9% of projected world oil demand of 118 million BPD in 2030.

33 EIA-AEO, Issues in Focus, (2006): 55
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V. Policies Promoting CTL Production

Table V.1 shows the various policies recommended in each of the reports. Some

of the reports had similar policy recommendations.

Policy Recommendations from Studies
Category 1 Category 2 Goal Measure Reference | Publica
tions
Research, Coal Ensure coal | Thorough analysis NCC
development, availability | of U.S. coal reserves
deployment
Research, Deployment R&D, Funding, including S 2829 WCl,
development, demonstrati | FutureGen, CCPI (344); HR NCC
deployment on 5656
Research, General Technology | Multi-lateral funds HR 5580 WCI
development, transfer (e.g. Global
deployment Environment
Facility; Prototype
Carbon Fund)
Research, General Involve state R&D SSEB
development, enterprises
deployment
Research, Products Fund DoD SSEB
development, alternative fuels
deployment testing
Risk mitigation | CO, Assure Access to Federal SSEB
attractivene | and State lands for
ss CO,- CO2 pipelines
EOR
Risk mitigation | CO, Avoid Indemnification in
lawsuits case of CO, leakage
Risk mitigation | Coal Ensure coal | Support NCC
availability | enforcement of
existing laws;
oppose additional
regulation
Risk mitigation | Coal Ensure coal | Involve DOE in NCC
availability | addressing energy
security in
policymaking
Risk mitigation | Coal Ensure coal | Continuous support NCC
availability | of mine safety
(NIOSH research)
Risk mitigation | Product price Provide Federal and state S 3325 NCC,
market purchases—long- SSEB,
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Policy Recommendations from Studies

Category 1 Category 2 Goal Measure Reference | Publica
tions
certainty term contracts with NMA
floor prices
Risk mitigation | Project Reduce Regulatory S 3325 (5); NCC,
development permitting streamlining (federal | S 2755; HR | SSEB
delays and and state) 5254
regulatory
uncertainty
Risk mitigation | Project Carry Authorization and HR 5778 NMA
development developmen | appropriation of
trisk $500 million in
deployment funding
support in the form
of grants or non-
recourse loans to
cover front-end
engineering and
design costs for the
initial 10 plants.
Risk mitigation | Project finance Improve Explicit DOE EPAct2005 | NCC,SSE
ability to authority and XVII; HR B,NMA
attract appropriations for 6025; S
capital loan guarantee 3325
Risk mitigation | Project finance Establish self- SSEB
sustaining insurance
by Strategic Energy
Security
Corporation
Value CO, Assure Exemption from NCC,
improvement attractivene | Alternative SSEB
ss CO,- Minimum Tax
EOR
Value CO, Assure Royalty and EPAct2005 | NCC,
improvement attractivene | severance tax relief | 354 SSEB
ss CO,- for oil produced
EOR
Value Coal Minimize Royalty relief for NCC
improvement operating coal used
cost
Value Product price Provide Extend Alternative SAFETEA- | NCC,
improvement market Liquid Fuels Excise | LU 2005; SSEB,
certainty Tax Credit HR 5453; NMA
HR 5890
Value Product price Provide Increase application NCC
improvement market through research
certainty (EPA, DoD)
Value Project finance Improve 100% expensing in NCC,
improvement ability to year of outlay SSEB,
attract NMA
capital
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Policy Recommendations from Studies

Category 1 Category 2 Goal Measure Reference | Publica
tions
Value Project finance Assure Increased S 3698; S NCC,
improvement attractivene | investment tax 2993 SSEB
ss CO,- credits CO,-EOR
EOR
Value Project finance Reduce A 20% investment NMA
improvement project cost | tax credit capped at
$200 million total
per CTL plant to be
made available to
plants placed in
service before
December 31, 2015.
Value Project finance Reduce Incentivize refining | HR 5653 (7) | SSEB
improvement project cost | of alternate liquid
fuels
Value Project finance Reduce Eliminate $10 SSEB
improvement project cost | million cap for tax
exempt industrial
development bonds
Value Project finance Reduce State loans or grants SSEB
improvement project cost
Value Project finance Reduce State tax and fiscal SSEB
improvement project cost | incentives
Publications in above list
World Coal Institute WCI
National Coal Council NCC
Southern States Energy Board SSEB
National Mining Association NMA

Table V.1. Policy recommendations from studies.
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