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Response, on behalf of the Government, by Mike O’Brien,
Minister of State for Energy and Climate Change, to the
UK Coal Forum’s Second Overview published on 25 September 2008

The Government welcomes the UK Coal Forum’s Second Overview and
has detailed below its response to the Overview’s recommendations.

Action has already been taken in a number areas and we look forward to
working with the Forum over the coming year to implement further their
recommendations.

Coal Forum’s Recommendations Chapter 3 — Future Markets:

1. Acknowledge that impending closures of coal and nuclear plant
could bring the nation perilously close to brown outs and/or
restrictive power management under certain winter conditions
in only a few years hence and therefore action to replace the
closing capacity is extremely urgent.

2. Take note of and consider action to offset the poor prospects
for new coal fired plant, given coal’s security of supply and
system flexibility advantages. This arises because of constraints
on market operation arising from policies on renewables and
nuclear and impending effects of the EU ETS 100% allowance
auctioning system. Some figures from our own market analysis
are reproduced below to illustrate the potential gas fired
generation dependency as in point (ii) below and the real
possibility of shortages in electricity supply from around 2012
in point (iii) below:

I.  Our most optimistic case for coal shows 60%
dependence on gas during a cold still spell in winter in
2016 (cf 36% now);

ii.  Our pessimistic case with no new coal shows 75%
dependence on gas during a cold still spell in winter in
2016 (cf 36% now);

iii.  There will be a generation capacity gap unless a
further 2GW of gas CCGTs are built by 2012 and
5GW by 2016 on top of the 12 GW planned/under
construction — note that as currently proposed all new
gas fired capacity would also have to provide evidence
of being “capture ready”
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3. Give a stronger lead on how it sees the place for coal — fired
power generation in the UK. The two key questions are:

a. Which Scenario meets the Government’s views of a
satisfactorily balanced portfolio and can be used by
industry as a basis for planning?

I.  “Optimistic for Coal” being the closest to answering
security of supply concerns whilst

.  “Pessimistic for Coal” brings major risks to security
of supplies, electricity costs, and no improvement in
CO2 emissions.

b. What actions are necessary to secure achievement of the
“Optimistic for Coal” Scenario? Some are suggested below
I. Satisfactory early result from CCR consultation and
ii. Rapid inception of the CCS demonstration and
iii. Ensuring that gas and coal are treated the same way in
related carbon management trading and regulatory
systems
Iv. Satisfactory outcome from the LCPD/ IED negotiations

The Government recognises the need for investment in new
capacity to replace closing power stations and that there is a clear
role for clean coal in our future energy mix. With regard to the
specific actions you suggest: we intend to publish our response to
the CCR consultation shortly; under phase 111 of the EU ETS coal
and gas will continue to be treated the same way; and we are fully
engaged with negotiations on the Integrated Emissions Directive
(IED). We are also planning a new consultation that will go
beyond the CCR consultation and propose a new framework for
coal power stations.

Coal Forum’s Recommendations Chapter 5 — EU Emissions:

1. The government, through DEFRA, needs to take action on the
consequences of some currently proposed EU environmental
regulations and respond to ensure that UK operations are not
unduly and unintentionally adversely affected. This would
involve taking a robust negotiating position with the European
Commission on the Industrial Emissions Directive with a view
to ensuring flexibility within the existing LCPD is maintained
and that there is no reduction in the SO2 Emission Limit
Values from that contained in the existing LCPD.

13 March 2009 URN 09D/511



Government Response:

Coal Forum’s Recommendations Chapter 6 - CCS:

1 Inject greater urgency into progressing the CCS
demonstration.

2. Follow up the CCS consultation as quickly as possible with
regulation on “carbon capture ready” in order to expedite new
power plant at Kingsnorth and subsequent coal fired plant
build.

3. Continue to “push” in Europe for

a. Speedy adoption of the CCS directive, albeit with
equal treatment for coal and gas as fuel sources for
power plant, and

b.  Adopting a policy of only proceeding beyond the
“capture ready” stage when it is clear that other
major economies are planning similar action, and

C. Establishing a mechanism for funding secondary and
possibly tertiary generation fossil fuelled power plants
with CCS until such time as the long-run carbon price
in the ETS is sufficient to incentivise building CCS
fitted power plant without further support.

4. Examine the need (or otherwise) for a national CO2 collection
system and how regional systems with many CO2 sources
might be integrated into it.

5. In partnership with Coal Forum members, establish a specific
plan for public education about the role of coal fired generation
fitted with CCS as part of a rational, responsive, controllable
power system based on a balanced portfolio of technological
approaches.
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Government Response:
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Coal Forum’s Recommendations Chapter 8 - Planning:

The Forum notes the progress made to date with efforts to
improve liaison and understanding between the CA, CoalPro, LA
and MPA generally, and recognises the concerns of coal producers
in relation to the operation of the planning system have focused, in
the main, on surface mining prospects. However, investment
opportunities for “extension of workings” at existing underground
mines and proposals for “new underground mines” will also
involve planning applications for both the mining areas and
possible surface access points. Therefore, the Forum believes that
a number of actions by stakeholders would be appropriate:-

1.  Whilst Government is unlikely to wish to remove the
“presumption against” principle, the Forum urges Ministers
to continue making supportive statements referring to
security of supply, diversity of fuel mix and a need to
maximise the utilisation of our own coal resources wherever
environmentally possible. Such statements should help to
“level the playing field” when consideration is given to
appropriate planning applications.
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2. Indications are that the proposed IPC will have little concern
with coal mining directly. The Forum requests Government
to consider a National Policy Statement which makes
reference to the production of coal, or at the very least the
production of minerals.

3. Operators of both underground and surface coal mines must
adopt and demonstrate their commitment to the highest
possible environmental standards that can be achieved.

4. Representatives of mine operators and the Planning Officer’s
Society of England and Wales need to complete the review
and subsequently maintain a Code of Practice which can be
accepted as an agreed guide for the planning process. A
similar process should be implemented in conjunction with
the Scottish Society of Directors of Planning. Respective
Governments should monitor appropriately.

5. The liaison arrangements being set up between the CA and
the various MPA should be encouraged as appropriate by
Government.

Government Response:

Coal Forum’s Recommendations Chapter 9 — Public Perception:

1. To build on its recognition of the importance of indigenous
coal and its contributions to energy security and poverty
relief within a framework of encouraging clean coal
technology to ensure its sustainability.
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2. Toensure that the workings of the “presumption against”
policy are understood and enacted properly by all its
authorities and development agencies.

3. To provide support for a level playing field for planning
regulations and to seek to minimise the sterilisation of coal.
Buffer zones should be set according to the circumstances of
each case and should also apply to built development to avoid
sterilisation.

4. To welcome the confidence of the UK coal industry in its
ability to produce some 20 million tpa, assuming appropriate
investment and planning application success.

Government Response:

Conclusion:
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