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Chairman Dorgan and Senator Tester:
I am pleased to appear at your subcommittee field hearing to discuss the challenges associated with the rapid deployment of large-scale carbon capture and storage technologies.  My name is Gordon Criswell from PPL Montana LLC, a subsidiary of PPL Corporation.  I am the Environmental Manager of the Colstrip Steam Electric Station in eastern Montana.  PPL owns generating plants in six states, including 4,200 megawatts of coal-fired generation in Montana and Pennsylvania. PPL generated 53.6 billion kilowatt-hours of electricity in 2007, of which 8.4 billion kilowatt-hours were generated in Montana.

PPL Montana is part owner and operator of the Colstrip plant.  Colstrip is one of the largest coal-fired plants in the West, a four-unit, 2,200-megawatt plant with 365 employees.  PPL Montana operates the Colstrip plant on behalf of five other co-owners, including Avista Corp, NorthWestern Energy, PacifiCorp, Portland General Electric and Puget Sound Energy.  Colstrip recently was awarded Voluntary Protection Program “Star” status from OSHA—its highest honor—meaning the agency recognized we go beyond compliance to protect worker health and safety.  PPL Montana is also owner/operator of the Corette coal-fired plant in Billings, Montana, and 11 hydroelectric generating facilities throughout the state.
We are proud to report that Colstrip meets all state and federal emissions standards.  As part of the way we do business, we are continually searching for ways to improve our environmental performance.  One of the most serious global environmental challenges we face is climate change, and we have been studying its ramifications and how to address it for some time. As a major energy producer, PPL recognizes the responsibility to address climate change in a reasoned and informed way.  PPL is active in the search for new technologies that can lower greenhouse gas emissions and allow for the continued use of coal, which generates about 50 percent of the nation’s electricity.  We believe coal should continue to have an important role in the country’s energy future. 

PPL has participated in a number of efforts that have helped us better understand how to respond to potential state and federal climate change policies that will require reductions in carbon emissions.  We also have taken specific steps that will help us reduce carbon emissions over time: 

· We were one of the first companies to join the U.S. Department of Energy’s Big Sky Carbon Sequestration Partnership at Montana State University in Bozeman.  Our participation in the Partnership has provided us crucial information about carbon capture and sequestration technologies and geologic reservoirs.
· Although the proposed FutureGen plant has been the subject of considerable debate and ultimately may not be built, PPL spent considerable time and resources participating in the FutureGen Industrial Alliance.  FutureGen was a public-private partnership to design, build, and operate the world's first coal-fueled, near-zero emissions power plant.  We are disappointed that the Department of Energy has decided to end funding for this project.   This type of project is needed to assess the true potential of carbon capture and sequestration, and it requires too large an investment for private industry to do alone. Government funding and incentives are essential to this type of technology development.
· PPL continues to make improvements to its coal-fired power plants to increase efficiency and reduce carbon intensity, the amount of carbon dioxide they emit per megawatt generated.  For example, over the next 12 months, we plan turbine upgrades at the Colstrip plant in Montana and the Montour and Brunner Island plants in Pennsylvania. 

· About 40 percent of the electricity generated by PPL in 2007 came from non-carbon-emitting sources.  PPL is pursuing the expansion of existing generating facilities that do not emit greenhouse gases.  We have  approval from the Nuclear Regulatory Commission to increase generation at the Susquehanna nuclear power plant in Pennsylvania.  We have installed more efficient equipment that allows us to generate more electricity at the Kerr hydroelectric project in Montana.  We are redeveloping the Rainbow hydroelectric facility near Great Falls, Montana.  We have asked the Federal Energy Regulatory Commission for approval to expand the Holtwood hydroelectric facility in Pennsylvania for additional low-impact hydro generation.  We plan to repower the Orono hydroelectric facility in Maine as part of an agreement with private and government agencies and the Penobscot Indian Nation to open hundreds of miles of the Penobscot River to Atlantic salmon migration.
· A subsidiary of PPL develops, owns and operates renewable energy projects with a generating capacity of 23 megawatts.  These projects generated 44 million kilowatt-hours of electricity in 2007.  We have developed four landfill methane recovery projects and have three others under construction.  We have developed solar energy projects capable of generating 3.3 megawatts and have another 480 kilowatts in planning.    
· PPL’s CEO, Jim Miller, appeared with Senators Jeff Bingaman and Arlen Specter last July to introduce S. 1766, the Low-Carbon Economy Act of 2007, which would create a market-based cap-and-trade system to reduce carbon dioxide emissions.  PPL believes the Bingaman-Specter legislation conforms most closely with PPL’s climate change principles, particularly with respect to how the bill aligns emission targets and timetables with the expected pace of technology development.  
· In Montana, we participated as a member of the Governor’s Climate Change Advisory Committee and helped develop 54 recommendations for reducing greenhouse gas emissions in the state.

· In Pennsylvania, PPL recently retired two older coal-fired generating units that emitted about 1.3 million tons of greenhouse gases per year and has participated in a statewide effort to create a climate change “roadmap” of actions that can be taken by all sectors of the economy to address climate change.  PPL also participated in a Carbon Management Action Advisory Committee that identified opportunities to use state resources in support of climate change response. 

Our participation in these efforts and our investigation of technologies has led us to the following conclusion: the United States most likely will have a national cap on carbon emissions from coal-fired power plants sometime in the near future, but technologies to achieve the cap may not be commercially available, at least in time to use as a compliance strategy with the early phases of required reductions under the Lieberman-Warner bill that the U.S. Senate is expected to consider this summer.

Many are viewing carbon capture and geologic sequestration of carbon dioxide as a viable means of achieving emissions limits under federal legislation.  Our primary concerns about carbon capture and geologic storage are related to feasibility, liability and transport. 
None of the capture and sequestration technologies being tested right now have been proven on a commercial basis and any claims about their feasibility are based on pilot plant studies.  All of the technologies include significant energy penalties.  Extensive testing of these technologies will reveal whether or not they will represent significant challenges to the “balance of plant” operations.  Will installation of these technologies affect other systems at the plant?  Will they increase other emissions?  The technologies currently being tested—at very small scale—at other plants could consume at least 10 to 30 percent of the energy produced at coal plants just to run the capture equipment.  That represents a huge economic challenge, and would necessitate additional energy production from other sources in order to meet customer power demand.

Beyond technical feasibility, liability is perhaps the most significant challenge to overcome in geologic sequestration.  We do not know at this time whether or not pumping large volumes of compressed carbon dioxide thousands of feet below the surface of the Earth into geologic reservoirs will itself become an environmental liability.  With any such technology solution we would have to be assured that the carbon dioxide could not find its way back to the surface or cause other unintended consequences, such as contaminating other resources.
Significant unresolved issues remain about who will be responsible for carbon dioxide stored deep underground.  Illinois has taken a step in the right direction by accepting state responsibility for stored carbon dioxide.  PPL believes that federal policy makers could view the Illinois approach as a potential model for addressing liability issues, as it shapes a national policy.  Government should encourage private industry to make the major capital investment that carbon capture technology will require.  However,  industry will be reluctant to commit to these large capital costs if it also faces potential unlimited liability costs related to carbon dioxide stored underground.  
Property rights issues are another hurdle to geologic sequestration.  Montana has split estates—meaning one piece of property may have different surface rights and mineral rights owners.  Montana, and, for that matter, the federal government, also have no statutes or legal precedent designating ownership of geologic reservoirs or regulatory authority for geologic sequestration.  This situation makes it impossible for an energy company to move forward with any plans to sequester carbon dioxide underground even if it was technologically possible. 
However, Montana is moving forward with answers to these questions. An interim committee of the Montana Legislature is evaluating a draft rule developed by the Interstate Oil and Gas Compact Commission.  The draft rule would assign ownership of the pore space of a geologic reservoir to the surface rights owner and liability for stored carbon dioxide with the injector.  Regulatory authority for carbon sequestration would be assigned to a state Oil and Gas Authority.
The remaining issue of significance regarding geologic sequestration of carbon dioxide is transport.  Large pressurized pipelines would need to be constructed to transport captured carbon dioxide from power plants to depleted oil reserves for enhanced oil recovery or to deep geologic reservoirs for sequestration.  Efforts in the 2007 Montana Legislative Session to assign common carrier and eminent domain status for carbon dioxide pipelines were unsuccessful.

Until the issues of liability, regulation and transport are addressed by the federal government and the states, progress on carbon capture and storage in Montana and elsewhere will be slow. Congress has an opportunity to help provide leadership by working with states to identify challenges to carbon capture and storage and develop a feasible, cost-effective national solution.  National standards are needed to address these issues to provide consistency and regulatory certainty for energy companies and uniform environmental protection for the public. Forums like today’s hearing are a good start to the dialogue that is necessary between Congress, state and federal agencies and energy companies.
I would like to stress that PPL Montana believes coal has an important role in securing Montana’s — and the nation’s — energy future. Montana is the sixth largest producer of coal in the nation and has more recoverable coal reserves than any other state.  As noted earlier, coal generates just over 50 percent of America’s electricity.  If the technology can be successfully developed and deployed, and the issues noted above are adequately addressed, carbon storage options for existing and developing power plants would help address our nation’s significant energy and environmental challenges, while providing a clean, reliable source of electricity for Montana — and the nation.   Thank you for this opportunity to testify.
PAGE  
8

