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MAKING GOVERNMENT WORK

The latest iteration of the Department of Energy’s FutureGen
project is a federal initiative to finance and retrofit a former
power plant into a “clean coal” facility in Meredosia, lllinois. For
almost a decade, the massive project has been politically
controversial, and increasing costs led the Bush Administration to
cancel the project in 2008. Yet project proponents, headed by
Illinois lawmakers, quickly revived plans for the mega-facility.
Although project costs continue to soar and clean coal

technology remains elusive, taxpayer subsidies continue to DOE’s Proposed Plant to be retrofitted for
flow to FutureGen. On August 5, 2010, the Department of FutureGen 2.0

Energy (DOE) announced the awarding of $1 billion in federal stimulus money as part of the
American Recovery and Reinvestment Act.

Project Background

Originally proposed by the Bush Administration in 2003, FutureGen was a large-scale,
multibillion dollar initiative of the DOE to build and operate the world’s first coal-fueled, zero
emissions power plant.* The mega-plant was intended to produce hydrogen and electricity
from coal, while capturing and storing carbon dioxide (CO,) emissions underground, a process
known as carbon capture and sequestration (ccs).?

Although potential sites for the plant were considered in Texas, Ohio, and West Virginia, the
DOE ultimately chose Mattoon, lllinois as its final location. The choice was made in part
because of the passage of an $80 million tax incentive package by the Illinois State Legislature
in July 2007, which was designed to draw the multibillion dollar project to llinois.? The plant,
which had an original cost estimate of $1 billion, was to be funded by the Department of Energy
and the private FutureGen Industrial Alliance, a group composed of eight members, including
CONSOL Energy Inc., Peabody Energy, Rio Tinto, and Alpha Natural Resources.” However, as
market prices continued to escalate through 2007, the DOE withdrew its support in early 2008
and the project was cancelled.

FutureGen, Revised
Both the DOE and FutureGen Alliance ascribed FutureGen’s cancellation to price inflation for

materials such as stainless steel and concrete, as well as for labor and other components of
plant construction.’ The original cost estimate of $1 billion had increased to $1.3 billion from



2003-2007,! before any physical construction of the plant had even begun.® With inflation
through 2017, the expected completion date of the project, FutureGen’s total cost was now
$1.8 billion.” These rising cost projections caused the DOE to release a restructured proposal in
2008,° suggesting that the federal government pay for only the carbon capture portion of the
facility.’

The Department of Energy’s new plan was designed to support several smaller commercial
clean coal plants that were already being pursued across the nation.'® However, pressure to
continue the project in Mattoon™! led to a June 2009 announcement by Energy Secretary Chu
supporting the construction of a large-scale “clean coal” plant in Mattoon.

A March 2009 Government Accountability Office (GAQ) report suggests the decision to revive
the large-scale FutureGen project may have been misguided.™ According to the report, a large-
scale FutureGen program would not be cost-effective and the DOE should consider other
options, including developing existing technology that is more quickly and cost-effectively
implemented at existing coal plants.’* Moreover, according to the Environmental Protection
Agency (EPA), carbon capture and sequestration technology may not be up and running until
2020. Even with government subsidies available, the cost and capacity of the technology
continues to remain uncertain. Despite the GAO’s report on investing in alternatives and
continually increasing costs, the DOE decided to move forward with FutureGen.

FutureGen 2.0

On August 5, 2010, the DOE announced that it would no longer finance the construction of a
new plant in Mattoon, IL. Instead, it would award $1 billion” to retrofit a 64-year-old oil-
burning plant in Meredosia, Illinois'® and also build a training center for the new
development.17 The redesigned plan called for the use of “advanced oxy-combustion”
technology and pumping the emissions consisting of pure carbon dioxide through a 150 mile
underground pipeline back to Mattoon for storage. The underground pipeline would span over
400 acres of Coles County farmland.™®

The project, now labeled “FutureGen 2.0,” is expected to transport and store more than 1.3
million tons of carbon dioxide annuaIIy.19 The majority of the $1 billion investment will be spent
150 miles west of Mattoon for the retrofit of the plant in Meredosia, IL. Overall, the total cost
of the project remains uncertain, according to champion of the project Senator Dick Durbin (D-
IL), but the storage facility and transmission network will cost $1.2 billion.*

The plant to be repowered belongs to Ameren Corporation, a St. Louis based company, and has
not produced any power since 2009. Described as implementing “advanced oxy-combustion
technology,” the retrofitted plant is designed to be the first commercial scale production of its
kind. Instead of using normal air, which is comprised of mainly nitrogen, a French energy
company named Air Liquide will supply pure oxygen to use in the coal combustion process in

! Constant 2004 dollars, without accounting for inflation.
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Significant changes have also been made to the

percentage of carbon emissions that FutureGen 2.0

is expected to capture. Originally, the Bush administration suggested that the plant would
capture 90% of emissions (see graph). This number was lowered to 81% in 2008.%%. Today, the
DOE expects FutureGen 2.0 to capture 80%>* of emissions at completion, with the goal to
increase carbon capture to 90% after three years.”

FutureGen 2.0, Revised... Again

In August, 2010, Coles County officials rejected an offer to work with the DOE on its revised
plan to pipe exhaust gasses to Mattoon for underground storage while retrofitting the existing
Ameren plant in Meredosia. As a result, the DOE scrambled to solicit other lllinois communities
for storage approval.?® Citing revised changes to the project, Coles County officials said the
“$1.2 billion project does not provide for the highest and best use of a Mattoon site that top
scientists, researchers, and engineers have determined to be the best location in the nation for
a clean coal facility and on-site carbon capture and sequestration research.”’ On February 28,
2011, after much debate, Morgan County was selected as the site for the carbon sequestration
project.28 The county beat out five other counties in the running.29

On September 28, 2010, Ameren announced a $553 million cooperative agreement with the
DOE.* Together, with partners Babcock & Wilcox Co. and Air Liquide, Ameren will retrofit the
Meredosia facility and build the newly directed Morgan County pipeline in three phases. The
first two phases will cover structural design, engineering layout, and commercial viability of the
project, while the third phase includes the pipeline construction and renovation of the
Meredosia plant.

To finance the estimated $1.4 billion project, $1 billion is being provided by the Recovery Act of
2009, $250 million is being provided by FutureGen Industrial Alliance, and $150 million is being
provided by Ameren and partners (Babcock & Wilcox and Air Liquide).*’

The project entered its second phase on October 1, 2011 according to Ameren and is expected
to be completed in 2015.32* Hurdles remain before construction can commence, but
lawmakers in lllinois have already pushed legislation through to jumpstart construction of the
pipeline. lllinois State Senate Bill 1821, which was signed into law on August 23" 2011, allows



for the construction and operation of the pipeline pending a certificate of approval from the
Illinois Commerce Commission.*

Furthermore, FutureGen has purchased “underground storage rights” from
approximately two dozen residents in Morgan County, IL. Depending on the results of the
DOE study, these residents would receive an estimated $325,000 per year in royalties.35

Recent News

Once again, a major setback has struck the FutureGen project. On October 3rd, 2011, the
Chicago Tribune revealed that Ameren is pulling out of the FutureGen project and
shutting down two of their power plants, including the one in Meredosia, IL. ***” In the
same statement, Ameren stated it believed it would not affect the viability of the
FutureGen 2.0 project, though no specific company has showed signs of taking on the
project. Currently, Ameren and FutureGen Alliance are in talks to transfer the $730
million allotted for the retrofit of the Meredosia power plant.*®

On October 13”‘, 2011, FutureGen Alliance announced the retrofit of the oxy-combustion
coal fueled power plant is on schedule and test drilling has commenced in Morgan
County, IL. Drillers have completed approximately 375 ft of the total 5,000 ft test wel
The CEO of FutureGen Alliance, Kenneth Humphrey, said the test well will dictate
whether the geology of the expanded 1,000 acre area plot in Morgan County will be
stable enough to store the expected total of 39 million metric tons of carbon to be
captured.40 Data from this test well will be shared with the DOE who will conduct an
independent study of their own. Results from this environmental study are expected to
be announced in fall of 2012.
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Meanwhile, concerns over the vicinity of the sequestration site to residential homes and
local farmland, as well as general unknowns about the reliability of the technology, have
been expressed by many local landowners. 41,42 mpne don’t want to be part of an
experiment,” says Mark Bergschneider, a Morgan County resident with land near a
possible sequestration site. Furthermore, unknown changes in property values and
compensation—if contamination occurred—are major concerns. This local opposition has
already driven Coles County, the original sequestration site, to refuse development plans
in their county.43

Concerns for Taxpayers

The total expected cost of FutureGen has varied greatly over the past eight years while
the realities of clean coal technology continue to lower expectations for the final project.
The cost of FutureGen is now expected to top $1.65 billion by project completion and
total costs behind the entire project remain unknown.** The $1.65 billion includes over $1
billion for the retrofit of the Meredosia plant (pending purchase from Ameren) and $550
million to construct the pipeline. *



Over the last three decades, clean coal initiatives have largely proven to be unsuccessful
and carbon capture and sequestration technologies remain uncertain and costly. 1647
FutureGen is no exception, with unknown total project costs and unproven technical
reIiabiIity.48

Despite revising and restructuring, the federal government is still being asked to shoulder the
majority of FutureGen’s costs with $1 billion coming out of the federal stimulus.*® Pursuing a
large-scale, high-risk, multibillion dollar initiative that requires significant government subsidies
is not a fiscally sound investment for the taxpayer. If FutureGen is to move forward, the well-
established financial partners involved with FutureGen should bear the majority of project
costs, not American taxpayers.
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