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Coal will continue to fuel a major part of America’s 
electric generation, but will shrink from providing about 45 
percent of generation in 2012 to about 38 percent in 2035 
(Source: “Electricity Generation,” U.S. Energy Information 
Administration Annual Energy Outlook 2012).

Several factors are driving the decline in domestic coal 
utilization in power generation. 

The most significant short-term factors are low natural gas 
prices coupled with robust supply—resulting in coal-to-
gas switching. Technological advancements in horizontal 
drilling and hydraulic fracturing methods have resulted 
in an abundant supply of natural gas and low gas prices. 
Coal generation currently is being displaced with gas, 
especially in the Eastern and Southeastern United States.

For the medium term (the next four to eight years), the 
most significant drivers are potential federal regulations 
regarding clean air, ash utilization and disposal, wastewater 
treatment and mercury and air toxics. As we discussed in 
the “Climate & Environmental Policy” topic area, stringent 
U.S. Environmental Protection Agency regulations are 
expected to drive coal plant retirements—particularly of 
older and smaller coal units—and to restrict or completely 
eliminate new coal construction in the future. 

At our company, Ameren Energy Resources shuttered our 
Meredosia (203 MW coal-fired unit and 166 MW oil-fired 
unit) and Hutsonville (151 MW coal-fired generation) 
energy centers at the end of 2011, due in part to the 
expected costs associated with complying with EPA air 
pollutant rules.
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OUR POINT OF VIEW

Our analysis indicates that up to 65 gigawatts of the existing 
324 gigawatts of U.S. coal-fired generation will be retired 
in the next 20 years, and no new coal plant projects will 
be initiated. Meanwhile, only 7 gigawatts of new U.S. coal 
generation projects are presently far enough along in the 
permitting and/or construction process to be built (and not all 
of these will proceed or be completed). Over the long term, a 
significant portion of America’s coal fleet will be retired.

CONSUMPTION
As natural gas prices are expected to remain low into the 
future, further erosion of coal generation could take place. 
Utilities may opt to replace coal plants with gas plants 
and other cleaner energy generation sources, rather than 
retrofit emission controls on existing plants. Announced 
coal plant retirements of 30 gigawatts could reduce coal 
demand by an additional 110 million tons by 2018. These 
factors indicate a lower utility coal consumption level in the 
future, approaching the 700-million-ton level annually by 
2018. Beyond 2018, the coal burn should remain stable or 
grow with electrical demand.

PRODUCTION AND PRICES
Moderate to no increases in coal prices are expected, 
and transportation prices likely will see limited 
increases over the long term. Coal pricing should trend 
toward total production cost as coal producers attempt 
to remain competitive with natural gas prices, with 
ample supply available in the market.

REGULATIONS
Because coal-fired power plants face uncertain 
federal regulations—including those regarding air 
quality, water and combustion by-products—Ameren 
Missouri and Ameren Energy Resources must continue 
to anticipate the impact of multiple regulations on our 
coal-fired generation facilities, and then remain flexible 
if they change. 

For example, Ameren Missouri took an innovative 
approach to meeting expected new federal emissions 
rules. In July 2011, we entered into a long-term contract 
with Peabody Energy to purchase 91 million tons of 
ultra-low-sulfur coal—allowing us to defer significant 
environmental expenditures. We will be improving air 
quality at a dramatically lower cost to customers, who 
otherwise might have shouldered near-term electric 
rate increases of up to 20 percent. U.S. COAL CONSUMPTION BY SECTOR

2011 U.S. Coal Consumption by Sector (Millions of Tons)
Source: Energy Ventures Analysis, Inc., “2011 coal cast long-term outlook.” September 2011

Electric Generation, 
940

Industrial/Other,
52

Metallurgical,
20

Ameren.POV.External.FINALV1.REV14.indd   38-39 11/6/12   9:11 AM

ICC Docket No. 13-0301 
AG 5.09S Attach 7 

Page 20 of 39



N A T U R A L  G A S

Ameren.POV.External.FINALV1.REV14.indd   40-41 11/6/12   9:11 AM

ICC Docket No. 13-0301 
AG 5.09S Attach 7 

Page 21 of 39



42 43

The shale gas revolution truly is a “game changer” for 
the American energy industry and the whole economy. 
The natural gas resource base in North America is 
immense and able to support projected demand growth 
at stable prices during Ameren’s 20-year Point of View 
planning period. 

The primary drivers behind this phenomenal growth 
are technological breakthroughs made by producers in 
horizontal drilling and hydraulic reservoir fracturing—
known as “fracking.” 
(For more about advancements in gas production 
technology, see Page 23.)

In 2012, industry experts estimated that ultimately 
recoverable domestic natural gas reserves are roughly 
3,300 trillion cubic feet (Tcf), compared with about 2,200 
Tcf in 2000—enough to supply the United States for 145 
years. The addition of shale resources also brings total 
global recoverable gas reserves to 22,600 Tcf, which 
represents over 225 years of worldwide demand.

An “industrial renaissance” is beginning to occur as 
energy-intensive industries return to the United States—
driven by low natural gas prices and abundant reserves. 
Industrial demand is expected to increase by 41 percent 
by 2030. With continued efforts to reduce imports of 
foreign oil, new demand in the transportation sector from 
fleet vehicles and long-haul trucks is evolving. 

As the supply sources for natural gas shift to emerging 
shale basins, the natural gas infrastructure will 
undergo a reconfiguration—from the traditional, long-
haul interstate pipeline system to a more regionally 
focused system that connects new sources of shale 
gas to loads. With a build-out of gas-fired generation 
capacity, new lateral pipelines will be constructed. 

In the Midwest, we’ll see a need for additional regional 
pipelines and storage to support gas-fired generation 
and industrial growth. The emerging production of 
the New Albany shale in southern Illinois may offer 
opportunities for Ameren to partner in the development 
of the required midstream assets. 
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OUR POINT OF VIEW

Ameren’s view is that natural gas will be one of the 
preferred energy choices for domestic power generation 
and industrial uses, and likely will see growing use in 
transportation over the next two decades. Gas used in 
generation could compete directly with coal, renewables 
and new nuclear for a growing share of capacity.

Our view is that gas supply will be robust over the long 
term, and that prices will remain in the moderate range 
through 2032. However, if gas producers maintain or 
improve efficiency gains for drilling and well completion 
at the rate experienced over the past three to four 
years, prices could stay in the low range throughout our 
planning period.

The stable prices are driven by vast reserves of shale 
gas and innovative drilling technologies. The natural gas 
market is very efficient, with producers reducing gas-
drilling rigs in efforts to decrease supply. Increases in 

demand likely will cause short-term price fluctuations, but 
today’s producers are able to more efficiently and more 
rapidly increase production in response to price signals—
as compared with the pre-shale gas environment. This 
enhanced ability should dampen long-term price volatility.

In the meantime, it’s important to consider that controversy 
surrounds the fracking process, largely due to concerns 
about potential contamination of drinking water aquifers 
from drilling fluids. Ameren expects tighter regulations on 
well casing specifications and fracking fluid composition. 
Also, while natural gas emits 50 percent less carbon than 
coal—and virtually no mercury or sulfur dioxide—it is 
possible that use of natural gas for power generation could 
be restricted in the future under more stringent carbon 
regulations. However, with the immensity of the resource 
base, currently we do not see production growth being 
significantly curtailed by future regulations.
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ABOUT THIS TOPIC

There are two primary drivers of power prices: growth 
in demand for power, and the generation fuel mix. 
These drivers are functions of economic performance, 
regulatory policy and technological innovation.

From 2000 to 2010, increases in electricity demand 
averaged less than 1 percent per year in the United 
States. Ameren’s view is that long-term electricity 
demand in the U.S. Eastern Interconnection will grow at 
a slower rate than has been historically observed.

Regarding fuel mix, Ameren’s view is that over the 
next decade, generation resource additions and 
retirements will be driven by current and future federal 
environmental regulations, as well as by lower than 
historical natural gas prices. 

State mandates and a general desire for cleaner 
energy sources are likely to assist in a transition from 
coal-based generation to other forms of generation. 
Should mandates drive greater renewable generation, 
a proportionate amount of dispatchable generation 
and/or energy storage will be necessary to balance the 
variability of renewable energy.

The recent economic downturn took a toll on power 
prices from 2009 to 2012, with prices well below those of 
a few years ago. The near-term outlook calls for prices 
to remain depressed through 2016. Further out, the 
outlook calls for prices to rise, as coal-fired generation 
resources are retired in response to additional 
environmental regulations.

OUR POINT OF VIEW

GROWTH IN DEMAND FOR POWER
Our Point of View is that annual electric demand will 
grow at a lower rate over the next 20 years than in years 
past, as a result of two primary factors:

• Environmental regulation:
 The increased cost of responding to current and 

future environmental regulation will be significant. 
Passing the increased cost of compliance or 
replacement generation on to consumers is expected 
to cause lower demand growth, as customers 
conserve in response to higher prices.

• Energy efficiency:
 Technological innovation in energy efficiency—and 

customer adoption of these programs—is occurring 
at such a pace that we believe it is having a significant 
impact on demand growth. As these energy efficiency 
technologies become more economical and penetrate 
a larger percentage of the market, demand growth will 
continue to slow.

FUEL MIX
There are two primary considerations related to the 
future fuel mix of the U.S. power market:

• Decline in coal-fired generating resources:
Our view is that the development of new coal 
generation will stop and some coal plants currently 
permitted or under construction will not be 
completed. Due to the combination of a dramatically 
lower natural gas price outlook and the cost of 
environmental compliance, utilities will move 
toward development of natural gas-fired generation, 
primarily combined cycle plants. Other replacement 
generation resources likely will include renewables 
and, potentially, new small modular nuclear reactors. 
These generating resources cost much more on a 
total cost basis—including capital, operational and 

maintenance costs—than today’s fossil fuel sources. 
We expect those higher costs to be reflected in 
power prices; however, price increases may be 
capped because of the efficiencies of new combined 
cycle plants and the immense supply of natural gas.

• The move to cleaner energy resources:
 Current and future environmental regulation of coal-

based generation in the power sector will invariably 
increase the price of power. This will occur either 
through direct compliance cost for existing coal-fueled 
plants, or through the retirement and replacement of 
existing resources with more expensive, less carbon-
intensive generation resources.

    If the generation fleet is reconfigured from coal to 
cleaner resources, the high level of transmission 
investment required to integrate renewables would 
also raise utility customer costs. We expect that those 
higher retail prices would be reflected in wholesale 
power prices across the nation.

POWER PRICES
In light of these drivers, our view is that lower demand 
growth and sustained, relatively low natural gas 
prices in the future—along with a desire for cleaner 
forms of generation—will slowly increase wholesale 
energy prices over the long term.  At these energy 
price levels, the capacity markets likely would need 
to further develop to provide an appropriate return on 
generation investments. 
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