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The FutureGen Industrial Alliance, Inc. ("FutureGen Alliance"), submits its 

response, pursuant to Section 16-111.5(d)(3) of the Illinois Public Utilities Act ("PUA") 

(20 ILCS 5/16-111.5(d)(3», to the Procurement Plan ("Plan") filed with the Illinois 

Commerce Commission ("Commission" or "ICC") by the Illinois Power Agency 

("IPA"). 

The FutureGen Alliance's response focuses solely on the Plan's provisions 

pertaining to clean coal resources, which the FutureGen Alliance fully supports. 

However, the FutureGen Alliance submits this response to offer some minor objections 

and recommendations designed to improve the efficacy of the clean coal procurement. 

I. The IP A Possesses Clear Statutory Authority to Pursue a Clean Coal 
Procurement Component in the Current Plan. 

Section 75 of the Illinois Power Agency Act includes a requirement that annual 

procurement plans include electricity generated by clean coal facilities. (20 ILCS 

3885/1-75(d).) In addition, the Act expressly states that it is the goal of the State that by 

January 1,2025,25% of the electricity used in the State shall be generated by cost-

effective clean coal facilities. Id. The Act also includes a finding by the General 



Assembly that the "State should encourage the use of advanced clean coal technologies 

that capture and sequester carbon dioxide emissions to advance environmental protection 

goals and to demonstrate the viability of coal ... in a carbon-constrained economy." (20 

ILCS 3855/1-5(8).) 

More specifically, the IPA Act expressly directs the IP A, as part of the 

procurement planning process, to consider sourcing agreements from qualifying clean 

coal facilities for utilities and alternative retail electric suppliers required to comply with 

Section 75(d) of the IPA Act and item 5 of subsection d of Section 16-115 of the Public 

Utilities Act. (See 20 ILCS 388511-75(d) and 220 ILCS 5116-115(d)(5).) 

The IP A Act defines "clean coal facility" as "an electric generating facility that 

uses primarily coal as a feedstock and that captures carbon emissions" according to the 

following schedule: 

• At least 50% of carbon emissions if construction is complete and the 
facility is scheduled to begin operations before 2016; 

• At least 70% of carbon emissions if construction is complete the facility is 
scheduled to begin operations during 2016 or 2017; 

• At least 90% of carbon emissions if construction is complete and the 
facility is scheduled to begin operations after 2017. 

(20 ILCS 388511-10.) 

The IP A Act also requires that a clean coal facility must not have emissions of 

sulfur dioxide, nitrogen oxide, carbon monoxide, particulates, and mercury which exceed 

those of a similarly-sized and similarly-situated natural gas fired combined-cycle facility. 

ld. Finally, the IPA Act requires that a clean coal facility must use as a feedstock coal 
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that has a high volatile bituminous rank and greater than 1.7 pounds of sulfur per million 

Btu content. Id 

The FutureGen Alliance anticipates that it will participate in the IP A' s 

procurement process because its clean coal project - FutureGen 2.0 - satisfies each and 

every "clean coal" requirement of the IPA Act, and then some. FutureGen 2.0 is a first

of-its-kind, near-zero emissions coal-fueled power plant. The FutureGen 2.0 project 

partners, in cooperation with the U.S. Department of Energy ("DOE"), will upgrade, 

retrofit and repower an existing fossil fuel fued electric power plant in Meredosia, Illinois 

with advanced oxy-combustion technology to capture approximately I million tons of 

CO2 per year, which represents more than 90% of the plant's carbon emissions. Other 

emissions - including S02, N02, particulates and mercury - will be reduced to near-zero 

levels. Using safe and proven pipeline technology, the C02 will be transported and stored 

underground at a proposed storage site in Morgan County. The FutureGen 2.0 project 

will use significant amounts of Illinois No.6 coal- mined in the Illinois coal basin - as 

its primary feedstock. 

Section 75(d)(5) of the IPA Act also requires the IPA and the Illinois Commerce 

Commission to consider power purchase agreements "covering electricity generated by 

power plants that were previously owned by Illinois utilities and that have been or will be 

converted into clean coal facilities .... " (20 ILCS 3885/l-75(d)(5).) Per this retrofit 

provision, the power purchase agreements may apply to both Illinois utilities and 

alternative retail electric suppliers which are subject to the IP A Act. Id Power purchase 

agreements entered into pursuant to this retrofit provision shall establish a contract price 

on a cost of service basis, subject to cost-based benchmarks. !d. 
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The FutureGen 2.0 project fits squarely into the IPA Act's repowering and 

retrofitting provision because it involves an upgrade, retrofit and repowering of Ameren 

Energy Resource's ("Ameren") existing fossil fuel-fired electric power plant in 

Meredosia. The application of advanced oxy-combustion technology to Ameren's 

Meredosia power plant, combined with the capture and storage of over 90% of the C02 

generated by the plant, will convert the plant into a qualifying, near-zero emissions clean 

coal facility. The plant's use of significant amounts of Illinois No.6 coal as a feedstock 

also will allow it to fit in the IP A Act's definition of a clean coal facility. 

Moreover, the integration of the advanced oxy-combustion technology at the 

Meredosia plant will help demonstrate to the world how other existing conventional coal

fired power plants can be converted into clean coal, low-emissions power generation 

facilities. The application of advanced oxy-combustion technology to the FutureGen 2.0 

project can playa big role in paving the way for the future conversion of coal-fired power 

plants into clean coal plants and help preserve coal- an abundant fuel in Illinois and 

elsewhere in the United States and around the world - as a resource in a carbon

constrained world, which the IP A Act encourages. 

Accordingly, because the IPA Act expressly authorizes the IPA to include a clean 

coal component to the Plan, and because at least one qualifying clean coal project

FutureGen 2.0 - has expressed interest in participating in a clean coal procurement, the 

FutureGen Alliance strongly supports the IP A' s decision to include a clean coal 

procurement in the Plan. 
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II. The FutureGen Alliance Agrees That Clean Coal Resources Are An 
Important and Prudent Component of the Procurement Plan. 

The FutureGen Alliance agrees that clean coal resources are an important part of 

the IP A's procurement plan. The procurement of clean coal sourcing agreements can 

help the IP A meet its goals related to portfolio and risk management by adding capacity 

to replace anticipated losses, utilizing local fuel sources, and promoting price stability. 

A. Add capacity to replace retirements. 

A number of new and pending EPA regulations aimed at the electric power sector, 

and in particular new air quality regulations at coal-fired units, will result in significant 

retirement of coal-fired electric capacity. In a North American electric Reliability Council 

(NERC) reportl, Illinois is predicted to have lost more than 9% - nearly 4 GW - of its 

electric generating capacity in 2018; the vast majority of anticipated retirements in 

Illinois are at coal-fired units. It is important to note that the NERC retirement estimate 

nationwide for air quality regulations, ~25 GW in 2018, is at the bottom of the range of 

retirements predicted by a number of other studies (25 GW to 66 GWf 

1 NERC: 2010 Special Reliability Scenario Assessment (Oct. 2010) 
2 Credit Suisse: Growth From Subtraction (Sept. 2010); NERC: 2010 Special Reliability 
Scenario Assessment (Oct. 2010); Black & Veatch: What Will Be the North American 
Energy 1ndustry's "New Normal"? (Nov. 2010); Brattle Group: Potential Coal Plant 
Retirements Under Emerging Environmental Regulations (Dec. 2010); Charles River 
Associates: A Reliability Assessment of EPA's Transport Rule and Forthcoming Utility 
MACT (Dec. 2010); FBR Capital Markets: Coal Retirements-Is DS1 the Magic Bullet 
for Coal Generators? (April 2011); Bernstein Research: Surviving the Train Wreck: The 
Impact of EPA 's Mercury and Air Toxics Standards (May 2011). 
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Source: NERC: 2010 Special Reliability Assessment S«Jlario (Oct 2010) 

Allowing for the procurement of up to 250 MW of advanced clean coal resources 

will help mitigate the loss of coal-fired capacity that will occur over the next five years. 

Indeed, the procurement is arguably critical toward the satisfaction of the Clean Coal 

Portfolio Standard contained in the IP A Act. During the legislative hearings for the bill 

which created the Clean Coal Portfolio Standard, representatives of the Office of the 

Illinois Attorney General correctly pointed out that, on the one hand, it will be difficult to 

operate a conventional coal plant in the future, but, on the other hand, it will also be 

difficult to get new clean coal plants built in Illinois by relying solely on energy markets. 

Including a clean coal component in the procurement plan will not only help satisfY the 

Clean Coal Portfolio Standard, it will also help usher in new base load capacity in Illinois 

and provide for more energy security for Illinois ratepayers. 
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B. Utilize local fuel sources. 

The procurement plan notes that carbon capture, storage, and sequestration (CCS) 

is in the initial stages of development, but that the Illinois General Assembly has 

expressed a significant interest in using these methods to decrease emissions associated 

with coal-fired electricity generation. Part of this interest stems form the desire to utilize 

local energy resources. Illinois has the largest overall bituminous coal reserves and the 

largest, extractable bituminous coal reserves anywhere in the United States. Illinois has 

the third-largest total coal reserves of any state and is second only to Montana in terms of 

demonstrated reserve base. Illinois' estimated recoverable reserves have been reported to 

be 37.9 billion tons.' In 2009, over 33 million tons of Illinois coal was mined providing 

for more than 3,000 high paying jobs and providing significant tax revenue for the state. 

Illinois coal, when utilized in a clean and efficient manner as envisioned by the Clean 

Coal Portfolio Standard, offers a way to keep dollars spent on electricity production 

within the state while emitting virtually no pollutants. 

C. Price stability. 

The 1P A Act directs the IP A to administer power procurements in a such a 

manner so as to best achieve price stability. (20 ILCS 3855/1-5(1 ).) The Plan notes that 

natural gas prices have been low in the last several years and that is due in large part to 

the development of unconventional natural gas resources (e.g., shale gas accessed with 

hydraulic fracturing). The Plan notes that a comprehensive study by EPA and limitations 

by states on hydraulic fracturing (fracking) could result in upward price pressure on 

3 The Illinois Coal Industry (June 2010); Report of the Department of Commerce and 
Economic Opportunity Office of Coal Development. 
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natural gas and also electricity. In addition to these two factors, there are other indicators 

that the current projections on natural gas supplies and prices may be too optimistic. First, 

EPA has proposed new air quality regulations4 that will apply to the oil and gas sector, 

specifically imposing requirements on limiting air emissions when natural gas wells are 

fractured. The proposed regulations will add to the cost of recovering natural gas from 

unconventional sources. Second, the Energy Information Administration (EIA) 

announced in August it will substantially lower (at least 40%) its estimate of recoverable 

unconventional gas resources in the Marcellus shale regions. These factors will also 

create upward pressure on natural gas and electricity prices. 

Stability in prices of fuel to generate electricity is also important to electricity 

price stability. Historically, prices of natural gas have been extremely volatile. In real 

terms ($2005), the price of natural gas to the electric power sector over the past dozen 

years has varied considerably: $2.81 per thousand cubic feet (/mct) in 1998, $6.31/mcf 

in 2004, $8.54/mcf in 2008, and $4.45/mcf in 2009.6 

4 Oil and Natural Gas Sector: New Source Performance Standards (NSPS) and National 
Emission Standards for Hazardous Air Pollutants (NESHAP) Reviews; published in the 
Federal Register August 23, 2011. 
5 Energy Daily, USGS, EIA Dance on Dueling Shale Gas Estimates, August 26. 2011, 
Vo1.39, No. 164, and http://www.bloomberg.comlnews/2011-08-23/u-s-to-slash
marcellus-shale-gas-estimate-80-.html 
6 Energy Information Administration Annual Energy Review 2009, Table 6.8. 
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Even with the tremendous increase in supplies of natural gas from unconventional 

sources, the EIA's 2011 Annual Energy Outlook forecast for delivered natural gas prices 

used for electric power generation is expected to increase at a rate four (4) times greater 

than delivered coal prices used for electric power generation, expressed in $2009 per 

million Btu. Continuing a diverse mix of fuel resources for electricity generation in the 

state is an important consideration for price stability for consumers. 

III. The FutureGen 2.0 Project Will Provide New Clean Coal Base Load Power 
to an Illinois Market with a Growing Appetite for Electricity. 

Only one new base load power plant has gone on line in Illinois in the last decade 

and there are no additional base load facilities on the immediate horizon. FutureGen 2.0 

will serve as a new source of up to 200 MW of base load capacity in markets - PJM and 

MISO - with a growing appetite for electricity. At the same time, the power supplied to 
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the market by FutureGen 2.0 will produce near zero S02, N02, particulates and mercury 

emissions and, because the plant will capture and store over 90% of the carbon emissions, 

the plant will stand prepared to operate in a carbon-constrained market. 

The FutureGen 2.0 project will use a local and abundant resource - Illinois coal-

as its primary power source. Coal rests underneath nearly 65% of Illinois' surface and 

represents just under 15% of the total estimated reserves for the United States. The 

FutureGen 2.0 project will demonstrate that this abundant resource can be used in an 

environmentally responsible way for new, as well as retrofitted and repowered, base load 

coal-fired power plants. 

IV. The Partnership and Funding Provided by the U.S. Department of Energy 
Sponsorship of FutureGen 2.0 Can Set an Example for Future Retrofits and 
Serve as a Model for Clean Coal Going Forward. 

The public-private partnership behind the FutureGen 2.0 project can serve as a 

model for future clean coal projects. By combining over $1 billion in federal funds from 

the DOE with contributions from industry made through the FutureGen Alliance, the 

project is able to reduce the amount of funding that must be raised from the capital 

markets, which should lower the overall cost of the project. Further, because of the direct 

contributions by the DOE and the FutureGen Alliance, the levelized cost of energy from 

this new base load facility should be lower than the levelized cost of energy from a new 

conventional base load coal plant with similar environmental attributes. In addition to 

demonstrating the conversion of an existing conventional coal-fired plant into a clean 

coal plant, the FutureGen 2.0 project will show how federal funds can be leveraged, in 

partnership with private industry, to advance the development of commercial scale near-

zero emissions facilities using coal. With coal based facilities providing nearly 50% of 
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the electricity produced in this country, the importance of being able to economically 

repower our existing coal generation fleet in a potential carbon constrained environment 

will be exceedingly important. 

v. The FutureGen Alliance Submits the Following Objections and 
Recommended Modifications to the Plan. 

The FutureGen Alliance recommends that the ICC revise Section 4.1 of the plan 

to clarify the reference to clean coal projects proposed from power plants previously 

owned by Illinois Utilities to the following: 

"Section 1-75(d) of the IPA Act includes a requirement that annual procurement 
plans shall consider sourcing agreements covering electricity generated by power 
plans that were previously owned by Illinois utilities and that have been or will be 
converted into clean coal facilities (referred to as "Retrofitted Clean Coal 
Sourcing Agreements") and that the contract price for electricity sales shall be 
established on a cost of service basis." 

The FutureGen Alliance believes that this change is consistent with the language of 

Section 75(d) (5) regarding the repowering and retrofitting of power plants previously 

owned by Illinois utilities to qualify as clean coal facilities. 

The FutureGen Alliance would recommend that the ICC modify the general 

specification for C02 Storage Rights to the following: 

"Demonstrate substantial progress toward obtaining executed option agreement(s) 
or ownership of sufficient pore space in the Mount Simon deep saline geologic 
storage formation to support at least 20 years of C02 storage or for the duration 
of the proposed Power Purchase Agreement, whichever is greater." 

The FutureGen Alliance believes that this change is appropriate given the sequential 

nature ofthe development process for a large multi-faceted project and that all of the 

necessary properties rights will be required to support financing for a clean coal project. 

11 



Finally. the FutureGen Alliance would recommend that the ICC modify the 

general specification for PSD (Air) Permit to the following: 

"Demonstrate that a PSD (Air) Permit, ifreguired, has either been issued, or an 
application has been filed with the Illinois EPA" 

The FutureGen Alliance believes this change is appropriate because it is possible that a 

clean coal project may not be required to obtain a PSD permit given the near-zero level 

S02, N02, and CO emissions generated by such a project. 

VI. Conclusion. 

For the foregoing reasons, the FutureGen Alliance respectfully requests that the 

Commission modify the Plan in response to the comments contained herein. 

Dated this 3,d day of October, 2011. 

Kyle C. Barry 
McGUIRE WOODS LLP 
1 Old State Capitol Plaza - Suite 410 
Springfield, IL 62701 
kbarry@mwcllc.com 
(217) 527-1280 (office) 
(217) 527-1290 (fax) 

Respectfully Submitted, 

FUTUREGEN INDUSTRIAL ALLIANCE, INC. 
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