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U.S.-Japan Energy Working Group

U.S. Proposed Issues for Discussion for the First Meeting

Introduction

_.The world energy outlook has calmed considerably since the oil
market disruptions of 1979 and 1980. Energy supplies are ample’
and oil prices are falling, bringing much needed relief to OECD
economies. Nevertheless, the International Energy Agency warns
that industrialized countries should not be complacent about the
present situation. As our economies recover, the surplus of oil
will gradually disappear. Depending on developments in economic
activity, oil markets could be uncomfortably close to balance by
the late 1980s at stable 1983 real prices. Given security
problems and continued uncertainty of many sources of oil and
gas supply, the 1990s could prove to be another turbulent decade
in energy and economic activity. On the other hand, if we take
concerted and measured action today, energy can prove to be a
contributor, not a constraint, to economic activity in the
decades ahead.

Japan has been successful in beginning the process of reducing
its high level of o0il dependence by diversifying into other

sources of energy. But, as economic growth recovers in Japan
and worldwide, demand for energy will rise -- perhaps dramat-
ically. Rather than a stop and go approach to diversifying

energy supplies based on current market conditions, Japan must
make a continuous effort to seek new and more secure supplies.

The United States, on the other hand, is a country rich in
energy resources. The present Administration's objective is to
eliminate artificial market barriers to resource development and
trade, so that our resources can be developed for the economic
and security benefit of the United States and our trading
partners. Yet lead times for energy supply development are
long, and plans must be drawn up today if new energy systems and
projects are to be in place in the 1990s.

The principal purpose of the Japan-U.S. Energy Working Group, in
our view, is to identify the potential for energy cooperation
and trade in the 1990s and to remove artificial market impedi-
ments which currently prohibit greater trade between our nations.
We view long-term energy trade as an important opportunity to
strengthen the economic and security ties between our two
nations. We are optimistic that the U.S.-Japan Energy Working
Group can begin the process of turning this opportunity into a
reality and hope that we will be in a position to give our heads
of state a progress report by the time of the Williamsburg
Summit.



COMMERCIAL SYNTHETIC FUELS ACTIVITIES

Coal Gasification

]

Fourteen 1000-ton per day Lurgi fixed-bed gasifiers at
the Great Plains Coal Gasification Plant under
construction in North Dakota (12 of which will operate
during full production with two kept on standby);
start up underway; full production of high-Btus,
pipeline gas - December 1984.

Two 900-ton per day Texaco entrained bed gasifiers,
which are now in operation at the Tennessee Eastman
coal-to-methanol facility in Kingspoint, Tenn.;
currently operating.

Two 1000-ton per day Texaco entrained bed gasifiers
are being installed at the Cool Water
gasification/combined cycle plant under construction
at Daggett, Calif.; planned operation: May 1984.

AR 600-ton per day KilnGas horizontal rotating gasifier
now in startup at the Wood-River Power Station near
Alton, Illinois; to produce low-Btu gas for power
generation; privately financed.

A 800-ton per day Dowsyn entrained bed gasifier pilot
plant now in operation at Dow Chemical Company's
demonstration unit in touisiana; privately financed.

0il Shale

0

Union I, constructed by Union 0il of California;
located in Parachute, CO; production of 10,500 barrels
per day of hydrotreated shale o0il; has a $0.4 billion
price guarantee transferred to the U.S. Synthetic
Fuels Corporation from DOE; start up underway.

Union II; expansion of Union I project; located in
Parachute, CO. has a planned production of 42,152
barrels per day of hydrotreated shale 0il; planned
operation 1990-1994.

Cathedral Bluffs, a joint project of Occidental, Inc.
and Tenneco, Inc.; located in Rio Blanco County, CO.;
production of 14,000 barrels per day of hydrotreated
shale o0il. Letter of intent signed for a loan
guarantee and price guarantee in the amount of $2.9
billion; planned operation: 1988 (underground
retorting); 1987 (above ground retorting).












