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PROFILE _ _

Dynamic and innovative marketing / communications professional with 20+ years
experience in managing communications, media relations, coalitiondevelopment and -
marketing / advocacy campaigns in the public and private sectors. Experienced political
operative at both the federal and state levels. Effective manager / team leader and former -
Chief of Staff to a U.S. Senator. A technologically savvy and creative problem solver with

an enesgetic "can do” attitude and exceptional communications, interpersonal and o
" Teadership skills.
EXPERIENCE. -
President WinCapitol, Inc., Washington, D.CT _ 1992-Present

-

e Co-founder of this public affairs/grassroots advocacy firm sp;:éializing in helping
companies and associations market their message and public policy positions to
government, business and community leaders.

-

e Helped save a Fortune 100 client's multi-million-dollar investment with creative
marketing / advocacy that won recognition in a page 1 New York Times story ("How A
Fierce Backlash Saved The 'Made in USA' Label," NYT, 12/6/97).

o Helped devise and manage an innovative national marketing/advocacy campaign that
was hailed by United Press International as having "raised the heights of Washington
lobbying.” i :

e Produced and co-hosted the first live internet webcast from the U.S. House of
Representauves' annual Renewable Energy Expo.

o Successfully represented such leading U.S. corporations as The. Déw Chemical
Company; Premark International, Inc.; Danaher Corporation; Calpine Corporation; -
Geothermal Resources Association; ESI Energy, Inc.; Constellation Energy, Inc;
Oxbow Power Company; Magma Power Company; Take Pride in America Coaliton;
Made 1n USA Coaliton; and the United States Olympic Committee.

Principal Murphy & Demory, Ltd., Washington, D.C. 1992

e Helpedland one of the firm's primary corporate accounts while representing clients in
the fields of energy, environment and high-technology communications.
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Chief of Staff U.S. Senator Bob Kasten, Washington, D.C.  1989-1992

e Directed all political, legislative, marketing, media and budget operations for this U.S.
Senator. Responsible for political and legislative strategy development, national and state
political outreach, media relations, campaign marketing, fundraising and management of -~
a staff of 60+ employees at eight offices.

b

EXPERIENCE (CONT.)

Press Secretary U.S. Sen. Bob Kasten, Washington, D.C. 1984-1989

- — Served-as-state-and national news media spokesperson; drafted speeches, opinion-editorials, -
press releases and weekly newspaper columns; designed and published newsletters and other
direct mail pieces; and wrote and produced live radio and television programs. =

e

Deputy Press Secy. U.S. Sen. Roger Jepsen, Washington, D.C. 1981-1984

Similar duties as immediately above. S -
Caucus Assistant Iowa State Senate 1981

Assisted the Senate Majority Leader and Republican Caucus staff in conducting public

relations programs for all Republican Senators. ) T
Reporter /Copy Editor Register & Tribune, Des Moines, Iowa 1979-1981 -

Byline reporter and copy desk editor. Part-ime while in college.

EDUCATION -

1984, Georgetown University, Washington, D.C.
e B.A., Government/Public A ffairs.
Graduated Magna Cum Laude. —
e Awarded the Georgetown University Club of Washington Prize For General Academic
Excellence.
e Self-financed education.

SPECIALI SKIIIS , Lo
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Accomplished public speaker, presenter and news media spokesperson.- - -
Expertise in cutting-edge PR / communications / marketing strategies.-
Experienced in managing outside services partnerships.

Adept in the following:

Multimedia presentation authoring and delivery (Powerpoint, Astound, Director)

Interactive website design and live webcast broadcasting. ,

Video production and satellite interview programming. and -

Print/broadcast/electronic advertising design and placement.

Desktop publishing. . ,

Software such as Word, Publisher, PowerPoint, FrontPage, Access, Dreamweaver,

Fireworks, Acrobat, Photo Draw, Flash 4.0, Adobe Premiere, Real Publisher, .
"~"Astound, Macromedia Director, Photo Editor, Image Composer, WinFax Pro,

Quickbooks, PCAnywhere, Laplink, Timeslips and Norton Utilities, among others.

Avwailable upon request. - Fae
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ROFILE ~

Dynamic and innovative marketing / communications professiopal with 20+ years
‘experience in managing communications, media relations, coaliiondevelopment and -
marketing / advocacy campaigns in the public and private sectors. Experienced political
operative at both the federal and state levels. Effective manager / team leader and former _ -
Chief of Staff to 2 U.S. Senator. A technologically savvy and creative problem solver with

an energetic "can do” attitude and exceptional communications, interpersonal and it
" Teadership skills.
EXPERIENCE- -
President WinCapitol, Inc., Washington, D.C* _ 1992-Present

-~

o Co-founder of this public affairs/grassroots advocacy firm specializing in helping
compantes and associations market their message and public policy positions to
government, business and community leaders.

s

o Helped save a Fortune 100 client's multi-million-dollar investment with creative
marketing / advocacy that won recognition in a page 1 New York Times story "How A
Fierce Backlash Saved The "Made in USA' Label,”" NYT, 12/6/97).

e Helped devise and manage an innovatve national marketing/advocacy campaign that
was hailed by United Press International as having "raised the heights of Washington
lobbying.” ;

e Produced and co-hosted the first live internet webcast from the U.S. House of
Representauves’ annual Renewable Energy Expo.

e Successfully represented such leading U.S. corporauons as The Dow Chemical
Company; Premark International, Inc.; Danaher Corporation; Calpine Corporation; ~
Geothermal Resources Association; ESI Energy, Inc.; Constellation Energy, Inc,;
Oxbow Power Company; Magma Power Company; Take Pride in America Coalition;
Made in USA Coalition; and the United States Olympic Committee.

Principal Murphy & Demory, Ltd., Washington, D.C. 1992 -

o Helpedland one of the firm’s primary corporate accounts while representing clients in
the fields of energy, environment and high-technology communicatons.
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Chief of Staff U.S. Senator Bob Kasten, Washington, D.C. 1 989-1992 . )
e Directed all political, legislative, marketing, media and budget opctatiohi for this U.S.
Senator. Responsible for political and legislative strategy development, national and state
political outreach, media relations, campaign marketing, fundraising and management of -
a staff of 60+ employees at eight offices.
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EXPERIENCE (CONT ;

Press Secretary U.S. Sen. Bob Kasten, Washington, D.C. 1984-1989

—— Served-as-state-and national news media spokesperson; drafted séccch&s, opinion-editorials, —-.
press releases and weckly newspaper columns; designed and published newsletters and other
direct mail pieces; and wrote and produced live radio and television programs. LT

Deputy Press Secy. U.S. Sen. Roger Jepsen, Washington, D.C.  1981-1984

Similar duties as immediately above. s e -
Caucus Assistant lowa State Senate 1981

Assisted the Senate Majority Leader and Republican Caucus staffin conductmg public

relations programs for all Republican Senators. T~
Reporter /Copy Editor Register & Tribune, Des Moines, Iowa 1979-1981 -

Byline reporter and copy desk editor. Part-time while in college.

EDUCATION -

1984, Georgetown University, Washington, D.C.

B.A., Government/Public A ffairs. L
Graduated Magna Cum Laude. —

Awarded the Georgetown University Club of Washmgton Prize For General Academic
Excellence.

e Self-financed education. . -
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Accomplished public speaker, presenter and news media spokesperson. - -
Expertise in cutting-edge PR / communications / marketing strategies.-
Experienced in managing outside services partaerships.

- Adept in the following:

Multimedia presentation authoring and delivery (Powerpoint, Astound, Dxrcctor)

Interactive website design and live webcast broadcasting. -

Video production and satellite interview programming.  — -

Print/broadcast/electronic advertising design and placement.

Desktop publishing.

Software such as Word, Pubhshct PowerPoint, FrontPage, Acccss Dreamweaver,

Fireworks, Acrobat, Photo Draw, Flash 4.0, Adobe Premiere, Real Publisher,
~~~Astound, Macromedia Director, Photo Editor, Image Composer, WinFax Pro,

Quickbooks, PCAnywhere, Laplink, Timeslips and Norton Uulities, among others. .
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PETER L BUUR : 2000 WESTCHESTER AVENUE
CHAIRMAN OF THE BOARD WHITE PLAINS, N.Y. 10850
& CHIEF EXECUTIVE OFFICER

January 20, 2001

Vice President Richard B. Cheney
The White House

1600 Pennsylvania Avenue NW
Washington, DC 20500

Dear Mr. Vice President;

As you assume the responsibilities of office, I want to share with you some thoughts on
an issue I know is of vital concern to you and the President: national energy policy.

During the campaign, both you and President Bush correctly focused on the critical need
for a coherent, forward-looking national energy policy. I could not agree more. One of the key
challenges in crafting a more effective national energy strategy is greater policy coherence in
Washington. Clearly, one of the shortcomings of the previous Administration was lack of
coordination among federal agencies.

A truly national energy policy must engage the efforts of many agencies in a common
purpose, including the Department of Energy, Department of Interior, Environmental Protection
Agency, Department of the Treasury, and others. We cannot have an energy policy at DOE, a
lands policy at DOI, an environmental policy at EPA. We need an integrated and comprehensive
national energy policy that meets the needs of all Americans for affordable, clean, and reliable
energy.

An issue as complex and far-reaching as energy will certainly require leadership from the
White House. For this reason, I urge you and your colleagues in the Administration to conduct an
early and comprehensive inter-agency review of national energy policy.

, As you know better than most, previous incoming Administrations have conducted such
reviews on critical issues. It is my hope that you will afford national energy policy a similar
high-level review with White House oversight to lay a solid foundation for success in this
Administration on this vital issue. :

Sincerely,

c_,___/ \ u/\_/

PIB:bjt

cc: Secretary Designee Spencer Abraham "
Secretary Designee Paul H. O’Neill
Secretary Designee Christine Todd Whitman
Secretary Designee Gale Norton
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5550 N. Braeswood Blvd., Suste 129
Hoauston, TX 77096 713/721-0537

VAN SAHAKIAN *

VAN SAHAKIAN is a graduate of Boston University and holds CPA certificates in Texas and Louisiana. He has been on the
management staff of Price Waterhouse and has practiced on his own account. His management experience includes Chief
Executive Officer of a national multi~corporate manufacturing company, Vice Presid and Chief Financial Officer of three
publicly-held corporations, including a 32 corporation conglomerate, and Vice President and Chief™ Financial Officer of an
independ oil company involved in drilling and ancillary activities. He has served on Boards of Directors and Executive
Committees and was, for many years, listed in Wha's Who in Finance and Industry.

January 22, 2001

The Honorable Spencer Abraham, Secretary
Department of Energy

1000 independence Avenue, SW
Washington, DC 20585

Mr. Secretary:
A PLAN: TO ESTABLISH A SYNFUELS INDUSTRY

As a concerned citizen with an interest in energy policy, particuiariy with regard to
synfuels development | have been troubled, over the years, by a national energy policy
that seemingly ignores the development of synfuels. Unquestionably, synfuels can be a
significant contributor to future energy needs, but there seems to be a pervasive climate
of negative thought regarding the viability of a synfuels development program, undoubtedly
reinforced by the easy availability of foreign oil. Environmental concerns about clean air,
the increasing rate of crude oil imports, etc. surprisingly has not stimulated a renewed
interest in the development of aiternate fuels. The absence of an aggressive and innovative
government program, similar to the effort that produced synthetic rubber has been puzzling
to me and it seems that the major obstacle to synfuels development is financial rather than
the lack of technology. Considering the significant importance synfuel development would
bring to the economy, the federal government should assume the responsibility to initiate
an innovative and acceptable financial program for the development of synfuels as it did in
the development of synthetic rubber.

The following discussion outlines a proven financial program which could free the
capability of private industry to proceed in the development of alternate energy sources;
you might find the program interesting and workable and indeed worth pursuing. Although
the following outline of a financial program for synfuels development is necessarily over-
simplified, it might be sufficiently described to suggest the possibilities of an innovative
program with all of the benefits of oil and gas exploration investment but with substantially
higher success expectations. The program addresses the problems of (1) where is the
money to come from, (2) how can synfuel with its cost uncertainties compete with the
world price of oil controlied by a cartel, and {3) the public apprehensions that the
government, i.e. the taxpayer, will be fieeced somewhere in the process.

At one time | was described as an expert in steamship subsidies during my tenure with
Price Waterhouse. My later experience in working as a financial officer in the oil and gas
industry suggests to me that the principles of steamship operating-differential subsidies
could work in the development of alternate fuel sources with the same remarkable success
it achieved in building and maintaining an American Merchant Marine, through private
industry. The problems of the American Merchant Marine paralleled those of synfuel
development because it was impossible for American flag vessels to compete with the
enormous cost-competitive advantage of foreign tlag vessels. The provisions of operating-
ditferential subsidies, as embodied in the Merchant Marine Act of 1936, and unlike typical

E-Madl: vansanbhal-pc.org FAX 113/721-0537
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subsidies, provide for recapture which | suspect will tend to satisfy conservative political
philosophy and mitigate the public apprehensions of unjust enrichment of business at
government expense. .

Operating-differential subsidies could provide a financial capability for synfuel
development by making possible competitive parity with the world price of oil. Operating-
ditferential subsidies do not reward inefficiency because they do not work on a cost-plus
principle. and tend to obviate the disadvantages inherent in purchase price guarantees and
other such programs.

Operating-differential subsidies are contracted for long periods of time, typically 10
years, and the amounts subject to recapture are not determined ysar by year but
cumulatively over the contract period and are based on a formula for net income. By this
technique, subsidies may be large in the early years but as efficiency and profitability
improve in later years, previously granted subsidies are subject to recapture based upon
profitabllity, as defined. As an example, one of my former clients (the largest in the
industry) had {arge subsiay grants in the early years of their subsidy contract, but by the
time the 10 years had passed the government had recaptured 100% of all subsidies
previously granted. Moreover, any subsidies not recaptured are inciuded in net income and
are fully taxable as ordinary income.

Operating-differential subsidies also include construction subsidies but if an energy
company producing synfuels was guaranteed the capability of competing with the world
price of oil through opsrating-differential subsidies, it would seem that the problem of
plant construction financing through the private sector would be materially eased thereby
relieving the government, or markedly reducing demands against the government, from
granting direct loans or loan guarantees. It would aiso make it possible for smalier
companies through joint ventures to become involved in synfuel development and thereby
dilute the concentration of this activity generally in the hands of giant companies. This is
an important factor because it not only spreads the opportunity to participate in what may
become a major industry but also because traditionally in the U.S. it has been the smalier
companies that have been the innovators and doers.

The machinery for steamship operating-differential subsidies has been in existence
since 1936 and much precedent and experience has been established over the years; the
program could be readily modified to apply to synfuel development. The mere production
ot liquified coal or shale oil could materially reduce America‘'s dependence on foreign oil
and the consequential benefits to the economy would be far-reaching. A significant factor
of synfuel subsidies patterned after maritime subsidies is that the development process and
control would remain entirely in the hands of private industry subject to the constraints
and rewards of any other business venture. It is a practical and workable program, which
wiil ultimately cost far fess than programs that have been discussed from time to time,

require little or no government interference, and would be self-eliminating when no longer
needed.

{ urge you to seriously consider the program outlined above......... when you can find a

spare moment in your undoubtedly busy scheduie; | would welcome your comments and
opinion.

Very truly Yours,

cc: The Honorable Dick Cheney / » (,u)__..
Vice President
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Setting Standards for Excellence

BAALCOLM E. O'HAGAN
President

January 22, 2001

The Honorable Spencer Abraham
Secretary of Energy

_U. S. Department of Energy
1000 Independence Avenue, S.W.
Washington, DC 20585

Dear Secretary Abraham:

Congratulations on your confirmation as Energy Secretary. I was
hoping see you in person Fniday afternoon at the Phoenix Park Hotel
but was delayed.

I want to pledge NEMA'’s support to you as an information resource
during these important times. A national energy policy is clearly
called for and we stand ready to assist you in that regard. We have
particular expertise in energy efficiency as our members produce
lighting, electric motors and transformers. Our vice president of
government affairs Tim Feldman has served on Secretary Richardson
and O’Leary’s Advisory Committee on Efficiency Standards.

NEMA is the leading association representing 475 companies that
design, develop and manufacture products involved in the generation,
transmission, distribution, control and end use of electncity. NEMA
members employ 500,000 people in the United States and have annual
revenues of $100 billion.

Again, my congratulations and best wishes for every success.

Sincerely,

ALS]_F. 5);&.74,

National Electrical
Manufacturers Association

1300 North 17th Street. Suite 1847
Rossiyn. VA 22209

{703)841-3271

FAX (703) 841-3371

mal_o’hagan @nema.org
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From: “Tearse, Hal” <HT earse@DainRauscher.com> on 01/23/2001 03:38 PM GMT

To: “president@whitehouse.gov™ <president@Whitehouse.GOV>
cc
Subject: Energy policy

Instead of destroying the Arctic refuge I would suggest a comprehensive
energy policy that would include:

Tax benefits for the continued exploration of oil and gas supplies

Tax Benefits for the continued and agressive development of
alternative energy sources (ie: wind, solar etc)

" A p6licy that will take in consideration the ever increasing energy
needs of our country. The current crisis in California will be repeated in
major population centers all over this country in the next ten years.

Now that you are President, perhaps you can really do something long
term and important for all the people.

Lastly: Tax cuts are good for business, people and government. Lower
taxes have always resulted in higher revenues for the government. So go
ahead and lower taxes, alot. Have the courage to do what's right.

Good Luck.

Hal Tearse

Vice President-Investment Officer
Private Client Group

Minneapolis, MN 55402
612-371-2891 1-800-223-2724

Please note: We do not accept any buy or sell orders via the e-mail system.
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from Timmens To The Honorable Spencer Abraham ) Oate 1725701 Time 13 32:34 AM . : Pagelot)
TIMMONS AND COMPANY, INC.
FAX COVER PAGE

To: The Honorable Spencer Abraham From : Kathy Sanzaro
Company : Secretary of Energy Company : Timmons and Co.
Fax Number : 202-586-4403 Fax Number : 202-822-9376

Subject : Appointment Request

Pages including cover page: 1 Date : 1/25/01 Time: 11:32:32

MESSAGE

Larry Harlow, President of Timmons and Company, Inc., would like to request 215 to 20 minute meeting for his clients,
Red Cavaney, President and CEO of API (American Petroleum Institute) and Peter Bijur, Chairman of the Board and

CEQ, Texaco, Inc.

Mr. Cavaney and Mr. Bijur will be available for a meeting between 8:00am and Noon on February 8th and 9th and
would like to discuss the Nation's energy policy for increasing oil and natural gas production. Mr. Cavaney and Mr. Bijur

will be accompanied by Larry Harlow.

Please call me at 202-331-1760 to discuss the possibility of arranging a meeting with Secretary Abraham. Also, if [ can
provide additional information, please let me know. Thank you for your attention to this request.

Timmons and Company, Inc.
Suite 850
1850 K Street, NW.
Washington, DC 20006
Phone: 202-331-1760
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From: Patrick Huddie <phuddie@enigmatec.com> on 01/29/2001 03:52 PM GMT

To: president@Whitehouse.GOV
cc:
Subject: National Energy Policy

The Honorable George W. Bush
President of the United States
The white House

1600 Pennsylvania Avenue, NW
Washington, DC 20500

Dear Mr. President:

The present energy crisis in Califorpia is a challenging matter for
the second week of your presidency. This issue illustrates how
important
a ratiopnal energy policy is for the nation. Because California‘'s
government )
and special interests botched the transition to a free market the US
Department of Energy has had to compel generating companies outside that
state to sell power against their better judgment. Govermor Davis and
his
legislative allies have resisted letting consumers pay the market price
for
their consumption patterns, and the result is a chronic shortage of
supply and unrealistic expectations on the demand side. The role of
price signals in changing producer ‘and consumer behaviors was completely
ignored.

My firm advises businesses in Califormia, Maryland and elsewhere on
energy strategy. It is clear to us that a predictable reliable supply
is more important to business than a cheap supply, within reason. The
impact of energy shortages in California shows how important energy is
for '
the economy. A growin3j economy needs reliable power, especially in
electricity hungry industries like semiconductor manufacturing and
information services. One of our clients was asked to shut down and
they !
lost production that cost several times more than the penalty they would
have paid for staying open. Blacking out businesses to send employees
home
to protected residential neighborhoods on streets without traffic
signals
ig absurd. I spent some time in Nigeria, where a generator was
essential
for every home because of incompetence and corruption at the power
company
in an major oil exporting nation! The USA does not need to have a third
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world electricity system!

A rational energy policy would include coal, oil, gas and renewable
energy sources, among which I count nuclear fission and fusion. Wind
power
and solar power are warginally useful, and good emgineering can reduce
consumption, but supply is king. At the sawme time the nation should not
be so dependent on imported oil; recenmt advances in hydrogen fuel cells
show the way to a future in which domestic oil is used for its highest
value, petrochemicals and plastics, and electricity is generated
efficiently where it is needed, be it in vehicles or at the workplace.
The piece that is missing in that future is electricity to make the~
hydrogen fuel.

A nation with access to ample uranium and an effective moratorium
against new nuclear power plants has its head in the sand. Recently the
Calvert Cliffs nuclear plant in Maryland was inspected and re-licensed;
its capital cost is fully amortized and Maryland will be able to rely on
the safe Calvert Cliffs power plant for another 20 years. Prance relies
on nuclear power for about 70% of its electricity. If the private sector
can't build new nuclear plants with the confidence of the public, why
not
have the the Pederal Government construct new plants on Pederal land
distant from cities a32d have the Department of Energy operate these
plants
safely?

The nuclear submarine and carrier fleets are the backbone of US naval
power and the Navy seems to have the technical competence that reassures’
public opinion about carriers that home port in inhabited areas! In
most
cases government should not engage in a businegs activity if the private
sector can do the job, but nuclear electricity generation seems to be

one of

those special cases in which the Federal government has unique abilities
and

assets that support the strategic position of the USA. I put it to you
that

ample domestic energy will reduce the need for this nation's armed
forces to

assume a posture for the defense of o0il rich states that impacts other
strategic priorities.

There are those who will say that radiocactive waste is impossible to
deal with, but they are wrong. The technology to embed waste in glass
blocks
is a reality; the waste does not leach out of glass and can be stored
safely and indefinitely, or until we find a use for the rare isotopes in
what we now call waste (I should declare that I own a few shares in
Duratek,

a company that pioneered this glass technology).

While there is certainly no one solution to the diverse energy needs

of this economy, I urge you to explore all the immediate options with a
critical eye, and to invest in energy research as if it really was a

- - 27623



national

priority. Mr. Alan Greenspan has identified energy as a key factor in
economic growth. Energy is the key to prosperity and comfort, and there
is

no reason for us to suffer energy crises inflicted by OPEC or excessive
requlation. I believe that the ingenuity of this country is limitless,
if

the free market can operate and the governmment regulates fairly. You
have a

big job in front of you, and I wish you good luck.

Sincerely yours

Patrick Huddie

namm === ammax = azn

Dr. Patrick L. Huddie

Anderson, Huddie & Associates, LLC.

PO Box 825

Columbia, Maryland 21044-0825
<mailto:phuddied®enigmatec.com>

Phofie {(410) 923-0494 Fax {410} 923-4884
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1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004-2315
1202) 383-0434

: Proa-Sé Gas Consumers
January 26, 2001

2001-002182° Jan29 A11:37

The Honorable E. Spencer Abraham

Secretary of Energy - -
U.S. Department of Energy

1000 independence Avenue, S.W.

Washington, D.C. DC 20585

Dear Mr. Secretary: ) .

_ We have written today to the President to express our desire to work with him and his
Administration and the Congress in the development of a comprehensive national energy policy.
A copy of that letter is enclosed.

We would very much appreciate the opportunity to meet with you and your Deputy
Secretary early this year. We would like to discuss with you our views concerning national
energy policy and the importance to American industry of the development of a policy and
strategy that will assure delivery of natural gas and other energy to consumers at competitive and
reasonable prices.

Sincerely,

Ry ..

Richard L. Filiman
Chairman

‘Enclosure -
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1275 Pennsylvaniy Avenue, N.W.
Washington. 0.C. 20004-2415
t202) 383-0344

- Process

January 26, 2001

The Honorable George W. Bush
President
The White House L

Dear Mr. President:

The Process Gas Consumers Group (PGC),' an association of industrial users of natural
gas, looks forward to working with you and the new Administration on energy issues. Of utmost
priority, PGC urges you and your Administration to develop and coordinate with the Congress a
comprehensive national energy strategy and to take actions that will lead to the development of

- reliable supplies of natural gas and other energy at competitive and reasonable prices and to the
development of adequate pipeline and other infrastructure to deliver those supplies to PGC
members and other consumers. '

PGC’s members rely on natural gas as the necessary fuel for their manufacturing
processes and, in some cases, as a raw material used in the manufacture of their final products.
Since they must, and do, compete in the global economy, the recent upward spiral of natural gas
prices has caused them significant hardship and, in some cases, has required production
cutbacks. To ensure the future ability of energy-dependent companies to compete in their
markets and to contribute fully to the nation’s economic and social vitality, PGC believes that
your Administration and the Congress should strive to bring greater stability to energy policy and
give energy issues much more cohesive and forceful action.

The development of a thoughtful national energy policy is a large task involving issues
on which a variety of views will be expressed. PGC recommends that you include three issues in
this process. First, PGC believes that a national energy policy must optimize the nation’s fuel
choices, while also considering environmental goals. Although natural gas is an important fuel
to meet energy and environmental goals, that fuel alone should not be the sole focus of the
nation’s future energy requirements for electric generation. Therefore, a national energy strategy
and plan should include development of and a balance among as wide a variety of fuel sources as
possible, including natural gas, coal, oil, hydropower, nuclear power, renewables and
unconventional energy sources. Second, it is very important to revisit promptly current policies
and restrictions that impede or prevent reasonable and environmentally-conscious oil and natural
gas exploration and development, including offshore and on federal lands. Third, a national

! Members of PGC include: Alcan Aluminum Corporation, Alcoa Inc., Bethlehem Steel
Corporation, Carpenter Technology Corporation, Coming Incorporated, Eaton Corporation,
Farmland Industries, Inc., Ford Motor Company, General Motors Corporation, Grain Processing
Corporation, Owens-Coming, Owens-Illinois, Inc., PCS Nitrogen, Inc., PPG Industries, Inc., The
Procter & Gamble Co., and The Timken Company.
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The Honorable George W. Bush
January 26, 2001 -
Page 2

encrgy strategy should promote conservation of natural resources and energy and increased
cfficiency in the usc of energy.

PGC looks forward to the opportunity to play a constructive role in development of a
national energy policy and would be pleased to share its views on energy issues with you, your
Administration and the Congress during the coming months.

- —

Sincerely,

N dZ ...

Richard L. Fillman
Chaimman

cc: The Honorable E. Spencer Abraham
The Honorable Frank H. Murkowski
The Honorable W. J. (Gilly) Tauzin
The Honorable Andrew H. Card
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Houston Energy
Chamber.Commerce

P. 0. Box 820228 Houston, Texas 77282 Tel 713/4674732 Fax 281/497-4128 email dalestef@flash net
January 29, 2001

The Honorable Spencer Abraham
Secretary of Energy

1000 Independence ave  2001-002686 Jan 31 p 3:37

_Washington, DC 20585
Dear Secretary of Energy Abraham:

This is the third letter to 30 6f my elected representatives in Houston, Austin, and
Washington. This time | have added 12 more elected and appointed officials that
have a special relationship to the energy industry, but | do not vote for directly.

Enclosed is a reprint: Front Page News that was written July 1, 2000. Energy
expenditures in the United States went up $90 billion between 1999 and 2000.
Would you like to forewarn your constituents how much they should expect to
pay for energy in 2001? 2010? Many constituents are concerned about their
energy bills today and more so, tomorrow’s energy bill.

Recently | was in Vienna (observer at OPEC meeting) and Paris (Met with IEA

staff) to get a gut feeling for the energy situation. | am positive that energy will
remain “front page news" for the foreseeable future.

The world energy situation/problem will remain in chaos until the consumer and

producer has better energy data and a reliable energy model that is transparent
for all parties.

My recommendation is that every political, corporate, and private entity should
prepare a Master Energy Plan to prepare and survive in the future. it will be well
worth the effort. California is a case example of what can happen without a plan.

The Houston Energy Chamber of Commerce stands ready to assist your political
entity. Enclosed is a flyer on designing a Master Energy Plan.

Sincerely :
& J%{—\.
Dale W. Steffes

Enclosures: AEE article
Flyer on Master Energy Plan

27628



5“:

aste

g a
Plan

Iy

For Energy Consumers, Energy Producers

ONE-DAY SEMINAR

LOCATIONS & DATES

Houston Hotal, Monthly, First Tuesday
(Minimen of § perticipents requirsd)

By mutual agreemaent

ABOUT THE SEMINAR

This one-day seminar is to provide strategic
planners and strategic forecasters with the
process to design and implement a Master
Energy Plan for their company or country.

The seminar provides participants a macro
model of the world energy system that tracks
doltars and BTU’s.

ABOUT THE INSTRUCTOR

Dale W. Steffes is an independent consultant
specializing on the management functions of
strategic planning and strategic forecasting
for companies and political entities dealing
with the energy industry. He has over 30
years of professional experience assisting
clients with their Master Energy Plans.

He is a Registered Professional Engineer;
and a Certified Energy Manager. He has de-
grees in Mechanical £ngineering, Business
Administration and Theology.

He wrote an "Energy Outlook® regular column
for the Joumal of Commerce for seven years.
He is a regular contributor to the Strategic
Planning for Energy and Environment joumnal.

WWF« : $ 99500
WENMA. Membhés Fee $ 49500

Private iiiHouse Fee (Max 15) $ 9,950.00

CONTACT

Planning & Forecasting Consultants
Bax 820228, Houston, Texas 77282
Tel 713 467 4732 Fax 281 497 4128
Email: Dalesteﬁ:

Seminar Outline

Management System
Influences
Issues

Forecasting Methodology
Energy Models

Assumption Generator
Natural Resources
Geographical
Economic
Technoiogy
Social
Paliticat
Ecological

Regions
United States
Mexico & Canada
Latin America
Westem Europe
E. Europe and FSU
Japan
China
South Asia
Southeast Asia & Oceania
Africa
Middle East

Major industry Cost Centers
Oil at Wellhead
Natural Gas at Wellhead
Coal at Minemouth
Nuclear at Busbar
Hydro at Busbar
Crude Oil Pipefines
Crude Oil Barges, Trucks, etc.
Natural Gas Pipelines
Railroad Coal Transport
Petroleum Refineries
Hydrocarbon Electric Generators
Liquid Petroleum Pipelines
Eiectric Transmission
Gasaline Distribution
Natural Gas Distribution
Etleclric Distribution
Energy Imports
Energy Exports

Energy Consumer Sector Expenditure
Transpontation
industrial
Comimercial
Residential
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The Dow Chemical Company

P T .
Washewres . DC 200

January 29, 2001 202- 4293400

2001-002368 1/29 P 5:27 -

The Honorable Spence Abraham
Secretary of Energy
Department of Energy

Forrestal Building

1000 Independence Avenue, SW

Washington, DC 20585

Dear Secretary Abraham:

Congratulations on your cabinet appointment as Secretary of Energy.

We look forward to continuing to work with you and your staff as you address the nations
growing energy concerns.

I am forwarding to you a note from Bill Jewell who is the Director for our energy
business with some thoughts on energy policy for your consideration.

We would be happy to provide additional information if desired.

Regards,

Wilma I. Delaney 2

Vice President
WID:tsj

Attachment
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Dow Hydrocarbons and Resources Inc.

P.O. Box 3387
January 22, 2001 ‘ Houston, Texas 7725;3387

400 West Sam Houston Pkwy. S
Houston, Texas 77042-1299

Bush/Cheney Transition Team - Energy -~ VIAFAX
Washington, D.C.

Thank you for the opportunity to provide input on the important and timely issue of
energy policy. The Dow Chemical Company is a substantial consumer of natural gas,
electricity and hydrocarbon feedstock. Your deliberations concerning the reliability and
competitiveness of energy supplies have a tremendous impact on our company as well as
the nation. Reliable and competitive sources of energy for our country are a requirement
for sustainable economic growth. As you move forward in this debate, we would be

grateful if you considered the following key points.

o The United States needs robust, diverse and competitive sources of energy. Dow
believes that only a balanced energy supply that includes coal, oil, nuclear,
natural gas, hydro, solar, wind, biomass and energy efficiency gains will yield
reliable and competitively priced energy. Reliance on natural gas as The growth
fuel for the nation is of doubtful prudence.

e Cogeneration of electricity and steam should be encouraged as a way of
increasing reliable electric supply and improving efficiency. “Cogeneration
parks” allow multiple adjacent consumers of energy (industrial as well as large
private and public institutions) to combine electricity and steam demands to
reach necessary economic thresholds. “Parks” also provide siting advantages for
the community as well as reduce transmission and distribution requirements.
This initiative would cause the shutdown of old less efficient boilers and help
clean the air. The environment and competitiveness win.

Thanks again for the opportunity to provide input.
Very best regards,

R. W. Jewell
Business Director - Energy
713-978-3600

cc: M. Parker, CEO
W. Delaney, Vice President - Government Affairs
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CAITHNESS ENERGY, L.L.C.

The Grace Building
1114 Avenue of the Americas
New York, New York 10036-7790

James D. Bishop 2000 002650
Chairman and CEC -

Yia Facsimile and Federal Express
January 30, 2001

The Honorable Spencer Abraham
Secretary of Energy
Attn: F. Chase Hutto 111

US Department of Energy
1000 Independence Avenue S.W.
Washington, D.C. 20585

Dear Secretary Abraham:

I am writing at the suggestion of Susan and David Easlick as a result of their conversations with you and
Chase Hutto at the recent inauguration.

I am the Chairman and Chief Executive Officer of Caithness Energy, LLC. Caithness has been in the
electric generation business for over twenty years. We believe ourselves to be the largest renewable energy
generator in the United States. In addition, we have significant ownership interests in gas fired combined
cycle technology. Our renewable generation includes major holdings in geothermal, solar and wind
including the worlds largest solar generating station.

Caithness’ President and Chief Operating Officer, Les Gelber, was an active participant in the recent talks
in Washington DC, hosted by Secretary Summers and Secretary Richardson, on the California energy
crisis. Caithness is the largest contract supplier of energy to Southern California Edison. Caithness
projects make up 25% of Southern Califomia Edison’s contracted power (“QF Power”). Caithness
continues to be involved with the ongoing efforts in California to solve the crisis.

As the new administration begins to deal with the issues and challenges surrounding this country’s energy
policy, I believe we can bring a unique perspective to your deliberation. 1 would be honored to meet with
you at your convenience to discuss these issues. I have enclosed a draft of our soon to be updated
brochure.

Kind personal regards,

Sincerely,

es D. Bishop, Sr.

cc: Leslie J. Gelber
’ Susan and David Easlick

Telephone: (212) 921-9099 » Fax: (212) 921-9239 ] . 27632



From: “Michael S. Gordon" <msgordon@citrus.ucr.edu> on 01/30/2001 07:30 PM GMT

To: president@Whitehouse. GOV

cc:
Subject: .Energy policy

Mr. President & the staff that reads these letters -

In writing this letter there are two things I realize: it is unlikely to
be read, and if it is read it is unlikely to be taken seriously. Despite
those two rather daunting thoughts the recent trends in the white house have
me fraught with frustration and anxiety about the future of our country. So
while I am confident of the null impact of my letter, I nonetheless feel
compelled to vent my distresses about the current policy.

While I strongly disagree with the new policies on abortion overseas and
the new social services agency devoted to faith-based organizations, those
are issues that should be dealt with in the U.S. supreme court. Moreover
they seem an inevitability of electing a conservative president.

The proposal to which I can not leave unchallenged is further exploration
for fuel in our national parks to relieve the energy crisis and the
re-opening of potentially substandard energy plants. There is bipartisan
agreement that our reliance on foreign oil, and a horrendous deregulation
policy in California have brought about this energy crisis. Clearly there
needs to be a decisive and effective strategy to relieve this situation
before California's losses endanger the rest of the country, and perhaps the
world.

Drilling for more oil, however, will have two consequences - quick,
temporary relief from the crisis and unalterable damage to our national
parks. A quick means-end analysis suggests an ephemeral gain is not of equal
value to a permanent loss. Restarting older, likely less efficient and
highly pollutant power plants will contribute to our rapid consumpticn of
fossil fuels, further exasperating an already tenuous situation.

Therefore I urge, with all the miniscule muscle that this letter flexes,
that the president address this energy crisis by considering all the non
fossil-fuel based sources of energy. California has a bevy of wind
generators already in place, running far from capacity; solar energy panels,
if manufactured quickly, could be added as a permanent supplement to our
energy needs; instead of drilling offshore for oil a more permanent solution
would be an offshore hydroelectric plant. Fossil fuels will be exhausted and
the president's proposal only plunges us deeper into that addiction. I urge
him to consider a broader approach to this problem, and to respect the
wishes of the half of the country that agrees to hislleadership, but
disagrees with his putative policies.

Respectfully,
Michael Gordon
Michael S. Gordon
Department of Psychology
University of California, Riverside
Riverside, CA 92521
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January 30, 2001

George W. Bush

President of the United States
1600 Pennsylvania Avenue NW
Washington, DC 20500

Dear Mr. President,

Congratulations on your election as the president of our great country. I look forward to the
initiatives you will bring forward in the coming months and years.

The purpose of my letter is to convey a simple encouragement with regard to this countries
___energy policy: consider the role that information technology can play in integrating supply and
demand viewpoints. An integrated supply/demand policy (a supply chain viewpoint) has the

potential to bring unjoreseéii éfficiencies 10 energy WY,

As long as supply and demand management remain as segregated domains, there is a tremendous

commodity, but the infrastructure and the industrial process design industries that surround it.

As the founder and manager of 2 small technology company striving to bring solutions to the last
link in the energy supply chain, where the process is managed, I look forward to innovative and
progressive energy policies from your administration.

Please consider me at your service. 1 would be pleased, at any time, to share the perspective of an
entrepreneur on the front lines creating information-based solutions for energy users.

- - - —— —r———

Sincerely,
/2 / GZA@L\
Richard A. Jamieson\Ph.D.

CEO

526 University Dr. E. / Building A « Second Floor - Coliege Station, Texas 77840
Tol 409.693.9222 . Fax 409.693.7513 . www.powerwaresolutions.com




- CAITHNESS ENERGY,LLC.

The Grace ‘Building
1114 Avenue of the Americas
New York, New York 10036-7790

James D, Bishop 2000-002650

Yia Facsimil  Federal E
January 30, 2001

The Honorable Spencer Abraham
Secretary of Energy
Attn: F. Chase Hutto 111

US Department of Energy
1000 Independence Avenue S.W.

Washington, D.C. 20585
Dear Secretary Abraham:

1 am writing at the suggestion of Susan and David Easlick as a result of their conversations with you and
Chase Hutto at the recent inauguration.

1 am the Chairman and Chief Execuuive Officer of Caithness Energy, LLC. Caithness has been in the
electric generation business for over twenty years. We believe ourselves 10 be the largest renewable energy

- generator in the United States. In addition, we have significant ownership interests in gas fired combined
cycle technology. Our renewable generation includes major holdings in geothermal, solar and wind
including the worlds largest solar gencrating station.

Caithness’ President and Chief Operating Officer, Les Gelber, was an active participant in the recent talks
in Washington DC, hosted by Secretary Summers and Secretary Richardson, on the California energy
crisis. Caithness 1s the largest contract supplier of energy 1o Southern California Edison. Caithness
projects make up 25% of Southern California Edison’s contracted power (“QF Power”). Caithness
continues to be involved with the ongoing efforts in California to solve the crisis.

As the new administration begins to deal with the issues and challenges surrounding this country’s energy
policy, I believe we can bring a unique perspective to your deliberation. I would be honored to meet with
you at your convenience 10 discuss these issues. [ have enclosed a draft of our soon to be updated
brochure.

Kind personal regards,

Sincerely,

es D. Bishop, Sr.

cc: Leshie J. Gelber
Susan and David Easlick

Telephone: (212) 921-9099 © Fax: (212) 921-5239 - ‘ . 27635



s Py January 31, 2001

The Honorable Spencer Abraham
Secretary of Energy

U.S. Department of Energy, S-1
1000 Independence Avenue, SW
Washington, DC 20585

Re: Fusion and Energy Policy
Dear Mr. Secretary:

Today, our nation is urgently searching for solutions to the power shortfall in the Pacific Coast region. While
the immediate problem has many contributing causes, energy supply is essentially a long-term issue. We
must not only react to recurring crises but also prepare for the future. In addition to acting to ameliorate the
immediate problems, we urge you to address the nation’s long-term energy needs through creation and
funding of a focused R&D effort to expand our future commercial energy options.

We advocate an expanded, sustained energy R&D effort to provide the United States and the world with the
energy it will need for the 21st century. The focus of this effort should be to provide new economic and
environmentally acceptable energy technologies as soon as practical. The options that present themselves for
mid-term application include advanced technologics for improving energy end-use efficiency, cleaner burning
of fossil fuels, improvements in nuclear fission technologies, and less costly and more efficient renewable
energy options. For the long term, we urge an accelerated effort to develop fusion energy.

Fusion power plants, when developed, offer a number of specific advantages, including an abundant fuel -
supply, no air pollution and much reduced risk from hazardous radioactive materials. At present, the United

States has an excellent but underfunded scientific research program on fusion. Other nations, notably Japan

and the European Union, pursue both scientific research and also a focused development strategy aimed at

eventual commercialization.

We urge the United States to strengthen greatly its research into the fundamental science and advanced
technology of fusion energy and to prepare a strategic plan for the realization of practical fusion energy as an
important element in a long-term, environmentally responsible energy development strategy.

On August 9, 1999, the Fusion Energy Task Force of the Secretary of Energy’s Advisory Board (SEAB)
completed and delivered its Final Report: “Realizing the Promise of Fusion Energy.” This report concludes:

. “the threshold scientific question — namely, whether a fusion system producing sufficient net energy gain to
be attractive as a commercial power source can be sustained and controlied — can and will be solved.” The
report also noted that U.S. funding for fusion energy research is “subcritical” at this time.

We very much appreciate your efforts to establish a responsible energy research and development policy for
both the near and long term, to prevent recurrence of our present energy supply difficulties.

Respectfully submitted on behalf of the following signatories,

[ 7l N

’ Stephen O. Dean

e 2 Pollssionad Diive. Soisto K99 « Fastharsbosny, Noargpland SO879 « SO7. 258055 « Rom: IO7. 9759865
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Signatories on Letter Re: Fusion and Energy Policy

FUSION LETTER SIGNATORIES (01/31/01)

- Page 2

[Institutional affifiations are provided for identification purposes onfy and do not demote institutional concurrence tn this

Letter.]

Dr. John F. Clarke, Chief Scientist,

Global Technology Strategy Project
Battelle Memorial Institute
Washington, DC

Dr. Robert W. Conn, Dean and Walter Zable
Professor of Engincering

Irwin and Joan Jacobs School of Engineering

University of California at San Diego

La Jolla, CA

John Davis

Manager, High Temperature Materials
The Boeing Corporation

St. Louis, MO

Dr. William R. Ellis, Chief Scientist
Raytheon Technical Services, Inc.
Lanham, MD

Dr. Harold K. Forsen, Senior Vice President
(Retired)

Bechtel Corporation

Kirkland, WA

Dr. Jeffrey Freidberg, Professor and Head of

Nuclear Engineering Department
Massachusetts Institute of Technology
Cambridge, MA

Gordon Goodman, Vice President
Oxy Energy Services, Inc.
Houston, TX

Dr. James D. Gordon

Advanced Systems Manager

TRW Space and Electronics Group
Redondo Beach, CA

Dr. Robert A. Gross, Professor Emeritus
Columbia University
New York, NY

Dr. John P. Holdren, Teresa and John Heinz A

Professor of Environmental Policy
& Director, Program in Science,
Technology, & Public Policy,
Harvard University
Cambndge, MA

Dr. G. A. Keyworth I
Science Advisor to President’ Ronald Reagan

Dr. Steven E. Koonin, Vice President and
Provost and Professor of Theoretical Physics

California Institute of Technology

Pasadena, CA ~

Timothy McKechnie, Director
Plasma Processing, Inc.
Huntsville, AL

J. Malvyn McKibben, Executive Director
Citizens for Nuclear Technology Awareness
Atken, SC

Dr. David W. McLaughlin, Prof. of Mathematics
and Director

Courant Institute of Mathematical Sciences,

New York University

New York, NY

John Nuckolls, Director Emeritus
Lawrence Livermore National Laboratory
Livermore, CA

Dr. William Reddan, Vice President
Parsons Brinckerhoff, Inc.
New York, NY

Dr. Andrew M. Sessler, Former Director
Lawrence Berkeley National Laboratory
Berkeley, CA

Dr. Allen Sessoms, Visiting Scholar
John F. Kennedy School of Government
Harvard University

Cambridge, MA

Ian Smith, General Manager
Titan Pulse Systems, Inc.
San Leandro, CA

Dr. Alvin W. Trivelpiece
Oak Ridge, TN
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Signatories on Letter Re: Fusion and Energy Policy

Dr. Mohamed Abdou, Professor
University of California at Los Angeles _
Los Angeles, CA

Laurence P. Altbaum, Associate Program Leader
Lawrence Livermore National Laboratory
Livermore, CA

Floyd N. Anderson, President
F.N. Anderson & Associates, Inc.
Lynchburg, VA

Dr. Charles C. Baker, Adjunct Professor
University of California at San Diego
San Diego, CA

Dr. David E. Baldwin, Senior Vice President
General Atomics
San Diego, CA

Dr. Roger O. Bangerter, Director

Virtual National Laboratory for Heavy Ion
Fusion

Berkeley, CA

Dr. William A. Barletta, Director, Accelerator
and Fusion Research Division

Lawrence Berkeley National Laboratory

Berkeley, CA

Dr. Peter Barnard, Chairman and CEO
ITER Canada
Toronto, Ontario, Canada

Dr. Paul Bellan, Professor
California Institute of Technology
Pasadena, CA

Dr. Herbert L. Berk, Professor, Department
of Physics

University of Texas at Austin

Austin, TX

Dr. Lee Berry, Research Scientist
Oak Ridge, TN

Dr. Abraham Bers, Professor
Massachusetts Institute of Technology
Cambridge, MA

Dr. Michael Bilione
Arponne, IL

‘Page 3

S. Locke Bogart, President
Energy Analysis and Systems, Inc.
San Marcos, CA

Dr. Mohamed Bourham, Professor of Nuclear
Engineering

North Carolina State University

Raleigh, NC

Dr. Robert Bourque, Lead, Superconducting
Accelerator Design

General Atomics

Los Alamos, NM

Dr. Basﬁ'aan J. Braams
New York University
New York, NY

Dr. James D. Callen, Kerst Professor of
Engineering Physics and Physics and
Director, Center for Plasma Theory and
Computations

University of Wisconsin

Madison, WI

E. Michael Campbell, Vice President for
ICF and Lasers

General Atomics

San Diego, CA

Dr. Vincent Chan
San Diego, CA

Dr. Brett E. Chapman, Assistant Scientist
University of Wisconsin — Madison
Madison, W1

Dr. Francis F. Chen, Professor
University of California at Los Angeles
Los Angeles, CA

Dr. Edward T. Cheng, President
TSI Research, Inc.
Rancho Santa Fe, CA

Ms. Joyce Cooper, Treas/Sec

Birchwood Credit Services, Inc.
Weston, FL
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Signéton'es on Letter Re: Fusion and Energy Policy

Dr. Donald Correll, Director, Science and
Technology Education Program i
Lawrence Livermore National Laboratory
Livermore, CA

Benjamin J. Cross, Program Manager,
Strategic Planning and Integration
Westinghouse Savannah River Company
Aiken, SC

Dr. William F. Cummins, Physicist (Retired)
Lawrence Livermore National Laboratory
Fort Bragg, CA

Dr. Donald P. Dautovich, Managing Director
ITER Canada
Toronto, Ontario, Canada

Dr. Ronald C. Davidson, Professor
Princeton University
Princeton, NJ

Dr. John M. Dawson, Professor of Physics
University of California at Los Angeles
Los Angeles, CA

Dr. Stephen O Dean, President
Fusion Power Associates
Gaithersburg, MD

Anthony R. DeMeo
Plainsboro, NJ

Dr. Thomas Dolan
Vienna, Austria

Dr. Bernard J. Eastlund, President
Eastlund Scientific Enterpnises
San Diego, CA

Dr. Timothy E. Eastman, President
Plasmas International
Silver Spring, MD

Dr. Laila El-Guebaly, Senior Scientist
University of Wisconsin-Madison
Madison, W1

Dr. Max Fenstermacher, Phyéicist
Lawrence Livermore National Laboratory
Livermore, CA

“Page 4

Dr. Raymond J. Fonck, Professor of
Engineering Physics

University of Wisconsin

Madison, W1

Dr. T. Kenneth Fowler, Professor of the
Graduate School

University of California

Berkeley, CA

Dr. Terry G;allov}ay, President
Intellergy Corporation
Berkeley, CA

Dr. Wilhelm B. Gauster
Albuquerque, NM

Dr. John R. Gilleland, President and CEO
Archimedes Technology, Inc.
San Diego, CA

Dr. John Giihigan, Associate Dean for Research
and Graduate Programs

North Carolina State University

Raleigh, NC

Dr. Damon Giovanelli, President
Sumner Assaociates
Santa Fe, NM

Dr. Terry F. Godlove, Senior Consultant
FM Technologies, Inc.
Fairfax, VA

Dr. Robert J. Goldston, Director

. Princeton University Plasma Physics Laboratory

Princeton, NJ

Dr. David Hammer, Professor, Electrical and
Computer Engineering

Cornell University

Ithaca, NY

Dr. Jeffrey Harmis, Professor
Australian National University
Canberra, Australia

Dr. Robert W. Harvey, Principal Scientist

CompX
Del Mar, CA
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Signatories on Letter Re: Fusion and Energy Policy

Dr. Richard D. Hawryluk, Deputy Director
Princeton University Plasma Physics Laboratory
Princeton, NJ) :

Dr. Richard D. Hazeltine, Professor of Physics
and Director, Institute for Fusion Studies

University of Texas

Austin, TX

Dr. Robert F. Heeter, Livermore Fellow
Lawrence Livermore National Laboratory
Livermore, CA

Dr. W. B. Herrmannsfeldt, Senior Scientist
Stanford Linear Accelerator Cernier
Stanford University

Stanford, CA

Dr. Alan L. Hoffman, Professor of Aeronautics
and Astronautics '

University of Washington

Seattle, WA

Dr. William J. Hogan, Senior NIF Scientist
Lawrence Livermore Nationai Laboratory
Livermore, CA

Michael Hollins, Inertial Fusion Technology
Research Engineer

General Atomics

San Diego, CA

Dr. E. Bickford Hooper, Deputy Program

Leader, Fusion Energy Program
Lawrence Livermore National Laboratory
Livermore, CA

Dr. Wayne A. Houlberg, Research Scientist
Oak Ridge, TN

Jeffrey C. Hoy
Vienna, VA

Lawrence R. Ives, President
Calabazas Creek Research, Inc.
Saratoga, CA

Dr. Thomas Jernigan, Research Scientist
Oak Ridge, TN

Page 5

Dr. Robert Kaita
Princeton Plasma Physics Laboratory
Princeton, NJ

Dr. Takaya Kawabe, Professor
University of Tsukuba
Tsukuba, Ibaraki, Japan

Dr. Mujid S. Kazimi, TEPCO Professor of
Nuclear Engineering and
Director, Center for Advance Nuclear
Energy Systems

Massachusetts Institute of Technology

Cambridge, MA

Dr. Edward H. Klevans, Professor Ementus and
Department Head

Penn State University

University Park, PA

Dr. Nicholas A. Krall, Vice President
Krall Associates
Del Mar, CA

Dr. Sergei Krasheninnikov, Professor
University of California at San Diego
San Diego, CA

Dr. Gerald L. Kulcinski, Grainger Professor of
Nuclear Eng. and Director, Fusion
Technology Institute

University of Wisconsin
Madison, W1

Dr. Bruce R. Kusse, School of Applied and
Engineering Physics

Comell University

Ithaca, NY

Dr. Charles Lasnier, Physicist
Lawrence Livermore National Laboratory
Livermore, CA

Dr. Edward A. Lazarus, Senior Research Staff
Oak Ridge Nationa! Laboratory
San Diego, CA

Dr. John Lindl, Fusion Energy Program Leader

Lawrence Livermore National Laboratory
Livermore, CA
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Signatories on Letter Re: Fusion and Energy Policy

Dr. Rulon K. Linford
Oakland, CA

Dr. B. Grant Logan, Deputy Director

Virtual National Laboratory for Heavy
Ion Fusion

Livermore, CA

Dr. Glen Longhurst, Consulting Engineer
1daho Falls, ID

C. Marshall Loring, Jr., Electrical Engincer and

-Team Leader, Industnal Systems
Communications and Power Industries, Inc.
Palo Alto, CA

Dr. James A. Lyon, Research Scientist
Oak Ridge, TN

Dr. Earl Marmar, Senior Research Scientist
Massachusetts Institute of Technology
Cambridge, MA

Dr. Richard Mattas
Argonne, IL

Dr. Michael E. Mauel, Professor and Chairman,
Department of Applied Physics and
Applied Mathematics

Columbia University

New York, NY

Dr. Robert L. McCrory, Professor and Director
University of Rochester Laboratory for

Laser Energetics
Rochester, NY

Dr. Dale M. Meade, Head, Advanced
Fusion Concepts

Princeton Plasma Physics Laboratory

Princeton, NJ

Dr. Wayne Meier, Fusion Technology
Group Leader

Lawrence Livermore National Laboratory

Livermore, CA

Dr. George H. Miley, Professor
University of Illinois ‘
Urbana, IL

~Page 6

Dr. Ronald L. Miller, Project Scientist
University of California at San Diego
LaJolla, CA

Dr. Stanley L. Milora, Research Scientist
Oak Ridge, TN .

Dr. Arthur Molvik, Physicist

Virtual National Laboratory for Heavy
Ion Fusion

Livermore, CA -

Dr. Michael Monsler, Executive Vice President
Schafer Corporation
Livermore, CA

Dr. Farrokh Najmabadi, Professor
University of California at San Diego
San Diego, CA

Dr. Gerald A. Navratil, Professor
Columbia University
New York, NY

Dr. George H. Neilson, Principal
Research Scientist

Princeton Plasma Physics Laboratory

Princeton, NJ

Charles Neumeyer, NSTX Project Manager
Princeton Plasma Physics Laboratory

Princeton, NJ

Dr. W. M. Nevins, Physicist
Lawrence Livermore National Laboratory
Livermore, CA

Dr. David Newman, Professor
University of Alaska — Fairbanks
Fairbanks, AK

Dr. Patrick O’Shea, Acting Director, Institute for
Plasma Research

University of Maryland

College Park, MD

Dr. Ronald Parker, Professor, Departments of

Electrical and Nuclear Engineering
Massachusetts Institute of Technology
Cambridge, MA
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Sig-natori% on Letter Re: Fusion and Energy Policy

Dr Stephen A. Payne, Associate Program Leader
Lawrence Livermore National Laboratory
Livermore, CA

Dr. Martin Peng, Research Scientist
Oak Ridge, TN and Morgantown, NJ

Dr. Francis W. Perkins, Jr., Princeton-DII-D
Collaboration

Princeton Plasma Physics Laboratory

Princeton, NJ

Di. L. John Perkins, Physicist
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2001-002879 :

American Association of Petroleum Geologists

An International Geological Organization

Division of .
Professional Affairs
President

G. Warfield “Skip” Hobbs
Ammonite Resources

181 Mariomi Road

New Canaan, CT 06840

(203) 972-1130

Fax: (203) 972-6899

E-mail: 73162.1256@compuserve.com

- February 1, 2001
Hon. Spencer Abraham
Secretary of Energy
1000 Independence Avenue, SW
Washington, D.C. 20585
Dear Mr. Secretary,

In my capacity as President of the AAPG Division of Professional Affairs, I am

enclosing a copy of a speech I gave last October regarding the causes of the Energy Crists
and some recommended solutions. Also attached are some useful energy statistics to back

up arguments made for certain energy policy proposals.

I would like to serve on your energy policy task force. It would be an appropriate
appointment as I represent the 30,000 professional earth scientists of the AAPG on energy

policy matters. We are the geoscientists whose job it is to find the nation’s energy

resources.
" Yours sxnccrely %

GWa:ﬁ

attach.
cc: Vice President Cheney

Mail: P. O. Box 979, Tulsa, OK 74101-0979 USA* Phone: 1-500-364-2274« Suaff (518) 560-2613* E-mail: nmiller@aapg.org
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THE ENERGY CRISIS:
WHY HAS IT HAPPENED AND
WHAT CAN WE DO ABOUT IT?

By --

G. Warfield “Skip” Hobbs
President
DIVISION OF PROFESSIONAL AFFAIRS
AMERICAN ASSOCIATION OF PETROLEUM GEOLOGISTS

Managing Partoner
AMMONITE RESOURCES COMPANY
New Canaan, Connecticut
www.ammoniteresources.com

Presentation to the

PITTSBURGH ASSOCIATION OF PETROLEUM GEOLOGISTS
Pittsburgh, Pennsyivania

Thursday, October 12, 2000

1)

High oil and gas prices, and the
prospect of possible shortages of natural gas
and heating oil this winter are making
headlines. Energy is finally an election
issue, | am disappointed, however, in the
superficiality of the energy
recommendations of both presidential
candidates. But what can we expect. After
all, there has been no comprehensive energy
policy for over a decade. America has
become addicted to cheap energy.

The public will be howling for
relief, and for an explanation. Politicians
will once again be pointing the finger of

~blame at the oil and gas industry, not at
themselves.

As petroleum geologists, the
pending energy crisis presents a remendous
challenge, and a great opportunity. We must

LI

be able to explain, as scientists, why there is
an energy crisis, and what rational solutions
exit to remedy the situation.

On July 26th, in my capacity as
President of the DPA, and as a spokesman
for the AAPG, 1 was invited to testify before
the US Senate Committee on Energy and
Natural Resources concerning the issue of
natural gas supply, rising prices, and access
to public lands. I want to share with you
what I had to say to Congress in late July,
and I would also like discuss my thoughts on
energy policy going into the election.

My speech is full of useful statistics,
and recommendations for a National Energy
Supply Policy. So listen well, and take
notes, because I want you to make the same
arguments before the public in your own
communities.
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IS THERE A SUPPLY CRISIS?

Is there really a pending energy
crisis? The statistics point to a very serious
problem. Demand has finally caught up with
supply, as the recent run-up in commodity
prices so profoundly demonstrates.
Complacency and addiction to cheap energy
have prevailed for the past 15 years. This is
now about to end, not with a whimper, but a

-gigantic thud!

Crude oil prices havs more than
tripled from about $10/bbl in late 1998 to
more than $30/bb! this year. The average
NYMEX spot gas price at the Henry Hub
was $2.25/MMBTU in 1999. Spot natural
gas prices have doubled this year alone to
more than $5.50/mcf for winter delivery,
and couid spike to over $7.00/mcf.
According to EIA projections, residential
gas prices are expected to average
$8.58/mcf, up 29.5% from last winter’s
average of $6.61/mcf. At current prices,
residential gas consumers can expect a $200
to $300 increase in their winter gas-heating
bill; and some can ill afford that cost.

The NYMEX 12 month and 24
month futures prices in excess of $4.60/mcf
and $30/bbl indicate the market makers
believe high oil and gas commodity prices
arc going to be the norm for the next two
years.

Commodity prices have skyrocketed
because the market perceives supply to be
restricted. Is this truly the case?

Natural gas presently supplies about
25% of the nation’s domestic energy
requirements. Last year, gas consumption in
the United States was approximately 22
Trillion cubic feet (TCF). According to the
Department of Energy Information Agency
(EIA), proven domestic gas reserves as of
December 31, 1999 were 164 trillion cubic
feet (TCF). At a consumption rate of 22

TCFlyear, proved reserves represent only a
7.4-year supply.

Recent studies by the EIA, Gas
Research Institute, and the National
Petroleum Council (NPC),-indicate annual
demand will grow to as much as 32 TCF
over the next 15 to 20 years. In its 1999
study, the National Petroleum Council
projected annual demand to reach 29 TCF as
carly as 2010. At 32 TCF/year
consumption, currently proven reserves
represent only a five-year gas supply.

Gas demand is soaring, particularly
as a “clean” fuel for electric power
generation. Security analysts at Dain
Rauscher Wessels, Inc. estimate that more
than 275 new gas-fired power plants are
planned to begin operation by 2006. These
new electric power plants are expected to
consume an additional 8.5 TCF/year.

Proven gas reserves in the United
States have dropped 43% during the past 30
years, from 290 TCF at year-end 1970, to
only 164 TCF now. In a report issued in late
May, the EJA forecast that the nation’s
proved reserves would decline a further 2%
during 2000, due to increased demand, and
the very low drilling levels of the past few
years. This may now turn around slightly
with current higher commodity prices.

According to the recent EIA
October Energy Report, working natural gas
inventories in storage as of the October 1st
beginning of the winter heating scason were
estimated at 2,530 bef, or 227 bef below the
five year (1995-1999) average of 2,757 bef.
Below-average stock levels are a result of
lagging USA production due to low
commodity prices and increasing gas
demand for power generation. Increases in
summer gas power generation for air
conditioning in the Southwest this year,
helped constrain inventory accumulations to
half the normal rate. Operators of gas
storage facilities were also reluctant to
purchase gas at the unusually high prices
that prevailed in the late spring and early
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summer, on the unfulfilled expectation that
gas prices would decline over the summer.

EIA believes there will be adequate
gas supplies if a “normal” winter occurs.
However, end of season stocks next spring
will be at the lowest fevel since 750 bcf was
reached in 1996. There is now no marginal
supply for extended cold weather demand,
or any significant gas production or
deliverability disruption this winter. If we
have a “cold” winter, and it is about time,
tegionatsupply disruptions are likely in my
opinion. Schools and factories may be shut
to conserve gas for electric power generation
and residential heating.

The supply situation in the winter
of 2001 could be worse than this coming
winter if we have a cold winter scenario,
hence the high 24 month NYMEX option
prices.

The public must be made aware of
the seriousness of the gas supply situation,
and prepared for significant price increases
and possible regional gas curtailments.

OIL SUPPLY

World demand for petroleum was
74.8 million barrels per day in 1999, and is
expected to rise to 75.9 MM bbl/day this
year. The United States consumes 26% of
the world’s petroleum, or 19.5 MM bbl/day.

“1In 1999, the USA produced 5.88
MM bbl/day of crude oil and lease
condensate. Crude plus natural gas liquids
production totals 9.0 million bbl/day. In
order to meet our 19.5 MM bbl/day
petroleum demand, the U.S. now imports
about 56% of its crude oil and refined
product needs. This demand means that
USA energy policy very definitely impacts
world oil markets and national economies.

, “ Crude oil production in the US has -
declined 33% since 1985, from 8.9 million

barrels per day (MM bbl/day) to 5.9 MM

bbl/day. At the same time, however,

domestic petroleum demand has increased
23% from 15.90 MM bbl/day 10 19.58 MM
bbl/day.

Throughout 1999, domestic crude oil
production declined 370,000 BOPD, or
5.9% from the 1998 average: Production is
expected to climb somewhat this year and
next, as new fields are brought on stream in
Alaska and the Deep Water Gulf of Mexico.

In the face of rising domestic
demand, and decreased levels of investment
and exploration success, proven USA crude
oil reserves have declined 26% from 28.4
billion barrels in 1985 to 21 billion barrels at
year-end 1999. After the giant Prudhoe Bay
Field discovery in 1970, US proved reserves
reached a peak of 39 billion barrels.

In 1999, there were only 20,770 oil
and gas well completions in the United
States. This is a pathetic shadow of the
70,000-85,000 wells drilled per year in the
period 1980-1985, when we were able to
actually increase deliverability and make
significant new reserve additions beyond
Jjust replacing annual consumption.

RIG COUNT

The average drilling rig count was
only 623 per week in 1999, an all-time low
since the 1940's. In 1982 there were over
4,000 drilling rigs at work in the United
States. The rig count is a little over 1000
now, but that is not adequate to significantly
increase domestic oil and gas deliverability,
nor make a long-term increase in year-end
reserves.

In its July 17, 2000 Energy Equity
Research report, security analysts Raymond
James & Associates, Inc. stated that there
are only about 1,000 U.S. drilling rigs
available to go to work on short notice (800
onshore and 200 offshore). An additional
100 to 150 rigs could be refurbished for
service at an additional investment of about
31 million per rig.  Therefore, the analysts
conclude, a sustained rig count of no more
than 1,100 is unlikely to be achieved before
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2001. Finding and training crews to operate
these rigs is a serious obstacle. An articie on
page one of the October 1 1th issue of the
Wall Street Journal highlighted the serious
shortage of rigs, rig equipment and supplies,
and personnel.

SHOULD WE WORRY ABOUT
DOMESTIC OIL SUPPLY?

Should we worry about the decline
in our domestic oil reserves and crude
-deliverability? The answer is a resounding
yes! The US, from a strategic point, has
become dangerously dependent on crude oil
imports form politicaily unstable countries.
At the time of the 1973 Arab oil embargo,
the US imported only about 35% of its crude
requirements. At a current 56% import
level, we are significantly more vulnerable
to a supply disruption.

The Middie East produces about 20
million barrels of oil per day, and has
proven reserves of 673 billion barrels,
representing about 65% of total world
proven reserves. Saudi Arabia alone has
reserves of 259 billion barrels and produces
8 million barrels per day. It is entirely
possible that we could wake up one morning
to a news report that the King of Saudi
Arabia has been assassinated by an anti-
Western fundamentalist Muslim terrorist
group, and that the rebels will destroy the
principal Saudi oil export terminal with a
weapon of mass destruction, unless certain
demands are met. A world supply and price
panic would explode on the news of the
threat alone.

The West can no longer take access
to unlimited Middle Eastern and Central
Asian oil for granted. We have competition
from the developing economies.

Worldwide petroleum demand is
climbing at about 2.4% annually, and will
likely take off when the Asian economy
moves once again into high gear. Thereisa
new and fast growing "consumer class” in
the emerging economies of the world. Here

is a very scary statistic - the USA has less
than 5% of the world's population, yet
consumes 26% of the world's petroleum
(and mineral) resources. We use
approximately 24 barrels of crude oil per
capita per year. China, India; Pakistan and
indonesia, with 40% of the worid's
population use less than | barrel per
capita/year. Asia is entering the mass
consumer age where everyone wants electric
power, consumer items and motorized
transportation. How will the world supply
the raw materials for these economies? We
have already found the easy stuff.

China realizes that it must access
international crude supplies to meet its
growing domestic demand. The Chinese
national petroleum company has actually
outbid major western oil companies for oil
field development projects in Kazakstan and
Iran. Pipelines are being planned to bring
Caspian and Siberian oil to China. The
country is also building a modern guided
missile equipped navy to protect its sea- .
lanes. The Chinese will be competing head-
on with our children for Middle Eastern,
Central Asian, and Siberian oil. The
competition has already begun. India is also
in the race, and is actively pursuing
exploration and development projects in the
Middie East.

Venezuela has always been a
fallback position to Middle Eastern oil.
However, under the leadership of President
Chavez, the USA must also not take
uninterrupted supply from Venezuela for
granted.

An important aspect of America’s
foreign policy -is unequivocal support for
Israel. Israeli control of Jerusalem, a place
that is also sacred to Muslims, is presently a
flash point that could engulf the Middle East
in another war. We must have a balanced
policy with regard to Israel and the Muslim
oil producing nations, or run the risk of
another embargo. In my opinion, unless
Jerusalem is made imto an independent city-
state, open to all, and under the governance
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of the United Nations, lasting peace will |
never come to the Middle East. Continued
oil volatility will prevail without peacé.

In addition to the national security
issue, the United States also must be
concerned about the fact that crude oil
imports are the largest component of the
significant USA balance of trade deficit.
Last March, the USA had a record trade
deficit of $30.2 billion, when the nation’s
foreign crude oil bill hit a then record high.

“The EIA estimated total 1999 oil imports at
$66.9 billion. This year that bill will be
significantly higher.

HEATING OIL

Of more immediate concern, and
perhaps a major factor in my “crisis”
characterization of the national energy
situation, is the winter heating oil supply.
Very strong demand for gasoline this year,
coupled with high prices, has resulted in
refiners working flat out this past summer to
meet gasoline demand. Significantly less
distillate was produced as a result.

According to the EIA, distillate
stocks are currently about 25 million barrels,
or 21% below the middle of the distillate
stock range. On the East Coast, where
thirty-six percent of homes use heating oil,
stocks are 40% below 1999 levels. In the
New England states, where a cold snap last
winter caused supply disruptions and huge
price spikes, stocks are 65% below 1999
levels. God forbid should we have a really
cold winter in New England!

EIA’s base case winter fuel distiliate
requirement for 2000 is 3.88 MM bbl/day,
assuming normal winter weather. In order to
assure supplies in the Northeast, the
president has established an emergency
heating oil reserve of 2 MM bbl/oil in New
England. This could backfire, if private
suppliers cut back on their storage levels
because they do not want to stock their tanks
with high price fuel oil, and then have the

price collapse when the emergency reserve
is released.

GASOLINE SUPPLY

Forty-three percent of the nation’s
crude oil is refined into motor gasoline. Last
year this amounted to 8.4 MM bbl/day.
Afler the crude oil price spike in the 1979-
1981 period, the nation responded by
boosting average automobile mileage to
over 20 gallons per mile. This was an
important conservation measure, but it has
been counteracted by the fact that there are
now twice as many cars on the road.

: Motor gasoline demand has
increased 28% from 6.58 MM bbl/day in
1981 to 8.47 MM bbl/day, despite our
conservation efforts.

This past summer price spikes and
supply disruptions were experienced in
California and the Midwest. This was due
in part to the June 1st deadline to sell
reformulated gasoline, rising crude oil
prices, plus a refinery fire in California.

Our gasoline worries are not over.
In its infinite wisdom, the EPA mandated
the addition of MTBE to gasoline in 1992
and 1995 to reduce emissions.
Unfortunately, MTBE is now causing
serious groundwater pollution. California
has banned MTBE as of January 1, 2003.
EPA would like to ban MTBE nationally by
2005. According 1o refinery consultants
Purvin & Gertz, the U.S. refining industry

has developed a substantial reliance on

MTBE, particularly on the East Coast and
West Coast. If MTBE use is eliminated,
refiners will have to compensate for the loss
of its octane, volume, and other properties
through expansion of refining facilities and
higher-cost processing operations. Billions
of dollars were spent by the refiners to
comply with the originat MTBE
requirement. For What? '

The EPA is also mandating
reductions in motor fuel sulfur content.
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Diesel fuel, which currently has a sulfur
content of about 500 ppm, is supposed to
have only 1S ppm sulfur by 2007. The
Federal program to reduce the sulfur content
of all U.S. gasoline will require significant
refining investment. Increases in refining
costs and the tighter gasoline
supply/demand balance will have their
greatest impact on gasoline prices and
octane values in the U.S. market, with
further effects in other world markets.

~The public can expect further
gasoline price spikes and supply disruptions
as a result of the EPA actior. on MTBE and
sulfur. Will anyone accuse the EPA of price

gouging?
USA REFINING CAPACITY

Since 1981, the number of operating
refineries in the United States has declined
47% from 324 to 174, representing a loss of
over 3.0 million bbls/day of capacity.
Refinery utilization has increased from 69%
in 1981 to 96% in 2000.

Refinery closings were caused by
dereguiation (elimination of price coatrols
and allocations), and the cost to retrofit older
refineries to meet current environmental
reguiations. There have been no new grass-
roots refineries built in more than a decade.
According to the EIA’ April, 2000 Energy
Report, “financial, environmental, and legal
considerations make it unlikely that new
refineries will be built in the United States.”

In an October press release in
response to Vice-President’ Gore's
characterization of “Big Qil” as “gougers™
and “profiteers”, ExxonMobil said that it
makes a profit of five cents on every galion
of gasoline it sells, while Federal and State
Governments take an average of 40 cents in
taxes for every galion sold. The ExxonMobil
press release went on to point out that:

“Since the end of World War 1,
inflation-adjusted gasoline prices have
steadily declined, interrupted only by a few

peaks and valleys. Through the end of
World War II, when average real incomes
for Americans were much lower than they
are today, gasoline prices varied between
$2.00 and $2.50 per gallon ($1999). The
price then dropped steadily fo about $1.50
per galion before the oil shocks of the 1970s
and early 1980s drove prices temporarily
higher, peaking at over $2.50 in 1981. The
Jowest gas prices of the period occurred in
1998, when low crude prices drove gasoline
near, and in some parts of the U.S. below,
$1.00 per gallon. Prices have moved up
sharply in 2000, but from a very low level
and continue to be below historical levels.

The declining price of gasoline has
contributed to the growth of our standard of
living over the years. In 1966, the average
American family spent each year a total of
about $35,000 (in $1999), of which about
three percent went for gasoline. Today, the
average American family spends over
$60,000 each year, with only two percent on
gasoline. Over the same period, the vehicle
fleet (cars, vans, light trucks and SUVs)
increased from 91 million to over 200
million, and the average number of miles
driven annually per vehicle rose from 9,500
in 1966 to almost 12,000 today. With
vehicle efficiency improving from about
13.5 miles per gallon in 1966 to nearly 20
mpg today, the average cost of driving one
mile has fallen from over 12 cents in 1966 to
about six cents in 1999. Recent gasoline
price increases have brought that cost back
to only about seven cents per mile.

In its October, 2000 Energy Report,
the EIA said “Regular unleaded, self-service
retail motor gasoline prices hit their highest
monthly level ever, in nominai terms,
averaging $1.63 per gallon in June. Still, in
real terms (adjusted for inflation) that price
was about 40 percent lower than the price
experienced in March 1981.”

Crude oif prices over the past 10
years have consistently lagged the consumer
price index inflator. The average price from
January 1990 through August, 2000, has
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been $19.95. The price spiked over the CPl
during the Persian Guif War, briefly in late
1996-early 1997, and recently in 2000.
Crude oil prices rose from an inflation
adjusted 53-year low of $8.03/bbl in
December, 1998 to an average price of
$22.55/bbl in December, 1999.

Consumers are screaming about
high gasoline prices, but are quite willing to
pay $3.50/gallon for bottied water. At
$30/barrel, crude oil costs 71 cents per

“gallon at the wellhead. If after
transportation, refining, storage, marketing,
insurance and environment2: compliance
costs, Exxon makes only 5 cents per gallon
profit on its gasoline, imagine the margin of
Perrier on a gallon of water! Do you
remember what you paid for a can of soda or

newspaper in 1981, versus today?
LB B 4

PETROLEUM INVESTMENT

A number of factors are responsibie
for the decline in USA oil and gas
production and reserves since the mid-
1980’s. Low, and unstable commodity
prices have discouraged new investment.
The stock market has been a much more
rewarding area for “risk” capital. Frankly,
wildcatting with a “dot.com” stock, where
one could have a 25% stop loss order to
limit the downside, and instant liquidity, is a
lot less risky than drilling a hole in the
ground. :

According to the Financial
Reporting System, the 23 largest producers
reported an average return on assets of just
5.4% over the 12-year period from 1986
through 1997. .
During the past decade, the average oil
industry return on capital employed has been
only a meager 7-8% due to low commodity
prices. With these returns, why would
anyone want to invest in the upstream
energy sector? Adequate new capital has
not come into the industry, which explains
in part, why the supply side of the equation
has deteriorated so badly.

The December 1999 National
Petroleum Council study concluded that the
growth in natural gas demand will require
funding of approximately $1.5 Trillion (in
1998 $). This includes $700billion for
operating expenses, and $658 billion dollars
in upstream capital expenditures from 1998
through 2015. This latter figure includes all
exploration, development, production, and
gathering capital expenditures. In order to
satisfy supply growth an increased annual
average capital expenditure of $39 billion
per year is required from 1999 through
2015, versus an average of $27 billion from
1991 through 1998. However, these needed
levels of investment will take place only if
investors have confidence that competitive
rates of return will be eamed. This will
require an entirely new “attitude” toward the
petroieum industry in Washington.

g

DOMESTIC PETROLEUM
RESOURCES

The public is wondering whether the
United States has enough oil and natural gas
domestically, to meet future demand?

Some energy analysts will argue
that the United States has exhausted its
petroleum resources, and that there are no
significant new reserves to be found. This is
categorically at odds with the facts.

The most recent resource
assessments of the US Geological Survey
(USGS), Minerals Management Service
(MMS), EIA, and the National Petroleum
Council, confirm that the United States has
huge remaining oil and gas resources.

According to the USGS, the
technically recoverable onshore U.S. oil
resource base is 110 billion barrels. This is
five times our onshore and offshore proven
reserves of 21 billion barrels.
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The 1999 National Petroleum
Council (NPC) study concluded that the
United States has a remaining gas resource
base in the Lower 48 States of 1,466 TCF.

It should be noted that only 157 TCF, ot just
10% of the identified resource, is considered
proven. There are an additionai 313 TCF in
Alaska; however, this gas is useless without
a pipeline to the Lower 48 markets. The
total identified USA gas resource, including
Alaska, is a whopping 1,779 TCF. Even at
32 TCF/year consumption, there is more

“than a 50-year supply. Cumulative domestic
production over the past hundred plus years
is estimated to be about 89C TCF.

The United States has the potential
to be self sufficient in natural gas supply
well into the 21st Century. We have
significant oil resources, but they are not
likely to be adequate to satisfy future
demand. However, uniess the petroleum
industry is allowed access to the areas where
the remaining resources are I>cated, the
domestic energy “crisis” will become worse.

WHERE ARE THE REMAINING
RESOURCES?

There are significant remaining
known oil and gas resources in the
traditional onshore producing areas of the
Gulf Coast, West Texas and in the Mid-
Continent. However, these areas are now
intensely drilled and blanketed with 3-D
seismic, and are not yielding the large new
discoveries required to replace the nation’s
depleting proven reserves. Major oil
companies and large independents are
exiting onshore exploration and moving
their operations into the sparsely drilied
waters of the Deep Gulf of Mexico, and
overseas.

Many small oil and gas companies,
and the majority of the independent prospect
originators, are having trouble finding
partners, as well as the capital, to drill the
smaller reserve exploratory prospects that
remain in the traditional producing areas.
Higher oil and gas prices have significantly

increased the drilling rig count; ho&cvet,
over 90% of the current drilling activity is
for the development of known reserves.

The 1999 NPC report concluded
that the most prospective aréas for major -
new discoveries, particularly natural gas, are
on public lands in the Rocky Mountain
sedimentary basins, offshore in the Gulf of
Mexico, in the Eastern Gulf of Mexico, and
on the Atlantic and Pacific OCS. Despite
the huge potential of these areas, Federal
law presently prohibits exploration on the
Atlantic and Pacific OCS, and in the Eastern
Gulf of Mexico. Access to much of the
remaining resource potential of the Rocky
Mountain basins is restricted or closed.

Exhibit 1 is a map from the NPC
report that shows the resource potential of
the Lower 48 public lands that are closed
and/or subject to severe restrictions. The
total estimated gas resource of these areas is
213 TCF, or a nine-year supply at current
rates of gas consumption. It is likely that
with further exploration, these resource
figures would increase significantly.

The total area of the U.S. Federal
offshore, including Alaska, to the 200-mile
economic limit, is about 2 billion acres.
Only 2 percent has been leased. Inits 1995
study, the Minerals Management Service
assessed a mean undiscovered recoverable
resource of 46 billion barrels of oil and 268
trillion cubic feet of natural gas in the
Federal OCS. This is 2.5 times the offshore
reserves found to date.

The next slide shows the USA
oftshore where the MMS estimates these
potential resources. On June 12, 1998, By
Presidential “Decree™, all but the Central
and Western Gulf of Mexico were excluded
from leasing until 2012.

The previous NPC map does not

.. include Alaska. In its 1995 National Ol and

Gas Assessment of Onshore Federal Lands,
the USGS estimated that the Northern

~ Alaska province accounts for more than half
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economy, and to keep its citizens warm in
the winter and cool in the summer.

ENVIRONMENTALLY RESPONSIBLE
RESOURCE DEVELOPMENT

Development of the oil and gas
resources in environmentally sensitive areas
of the Rocky Mountains, the North Slope of
Alaska, the Eastern Gulf of Mexico, and the
Pacific and Atlantic OCS, can be done in an
environmentally responsibie manner, with

“no lasting harm.

Over the past 25 years, the
environmental lobby in the United States has
convinced the public that resource
development necessarily means that the
environment will be degraded and forever
altered. Drilling, production, and
environmental impact mitigation
technological advances, as well as a new
corporate environmental attitude that
“Green” is good business, have made this
perception obsolete. Oil and gas are
produced every day in an environmentally
responsible manner in environmentally
“sensitive” areas all over the world. The
greatest threat to the environment comes
from the movement of oil to market by
tankers, not by pipeline.

To illustrate that drilling and
production can take place in a safe and ,
environmentally sensitive manner; we can
look to the East Coast of Canada. For more
than thirty years, offshore exploration, and
now production, have calmly co-existed in
the Canadian Maritimes with tourism and
commercial fishing, in a cooperative, and
even supportive environment, for the
betterment of all concerned communities.
More than 300 exploratory wells have been
drilied within the offshore outer continental
shelf waters of the Canadian Atlantic. At
least 12 trillion cubic feet of natural gas and
2 billion barrels of oil have been discovered
so far. More than 125,000 barrels of oil and
400 million cubic feet (MMcf) of natural gas
are being produced per day within the prime
commercial fishing waters and the pristine
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tourist coastlines of Eastern Canada. Much
of this new gas is now flowing to New
England.

There is a major new deep Jurassic
Age reef trend discovery offshore Nova
Scotia. If successfully delineated, this new
field alone could add an additional 400
MMcf/day gas production. Incidentally,
John Hogg, the former chairman of the
AAPG House of Delegates, and a Canadian,
originated the new gas discovery.

Petroleum geologists believe that
the same types of oil and gas accumulations
that exist in the Eastern Canadian offshore,
may extend south along the U.S. Atlantic
Coast, from George's Banks to the Carolina
Trough, a distance of almost 1,000 miles

The Canadians have also
successfully developed and have been
producing natural gas from their portion of
Lake Erie since the 1950’s. The US portion
of Lake Erie has a thicker sedimentary -
section, and would likely be more
productive. New Yorkers could use the gas.
United States law, however, prohibits
exploration in the Great Lakes.

Brazil is successfully exploiting its
substantial Atlantic OCS petroleum
resources in an environmentally responsible
manner. In doing so, it has become the
world leader in uitra-deep water production
technology.

New technologies also now permit
oil and gas development in a way that
minimizes onshore surface disruption in
environmentally sensitive areas. The British,
for example, who are even more fussy about
open spaces then we are, agreed to develop
the giant Wytch Farm Oil Field under Poole
Harbour, smack in the middie of the most
heavily visited coastal zone of the South of
England. At the Wytch Farm development,
long reach deviated wells are drilled in a
radial pattern from a camouflaged central
well pad onshore, to locations up to seven
miles out into scenic Poole Bay.
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Opponents to petroleum
development cite old operating practices,
and prior environmental abuses, that are
simply out of touch with modem reality. Just
like the Canadians, British, Brazilians,
Norwegians, Qataris, Thais, Australians, and
many other petroleum producing nations,
Americans likewise can develop their
offshore and onshore energy resources in
environmentally sensitive areas in a safe and
rational manner. To believe otherwise is
simply inconsistent with what is being done
every day all over the world.

As someone who vacations on the
New England coast, and loves to sail and
fish in Long Island Sound, and in the Gulf of
Maine, | have a vested interest in the
environmental consequences of petroleum
operations in the Atlantic OCS. I can
truthfully testify that I have no fears, and am
confident that the environmental risks of
exploring for oil and gas offshore New
England are minimal, and acceptable.
Experience in the Gulf of Mexico has
demonstrated the best fishing is actually
right around the artificial reefs created by
offshore oil and gas production platforms.

E R R R 2

PETROLEUM SUPPY POLICY
RECOMMENDATIONS OF THE AAPG

The petroleum industry can and will

be able to provide the oil and gas supplies
needed to maintain the economic stability
and security of the United States. However,
to do so, the nation must address three
critical issues. These are: 1) Improved
access to public lands; 2) Reform of the
regulatory process; and 3), Fairer tax
treatment to stimulate capital formation and
investment.

1. Public Lands Access

In regard to the public lands access
issue, the AAPG recommends the following:

11

Lifting of the Moratorium on OCS
Exploration and Development in
areas where it exists today.

Opening of the Eastern Gulf and
Atlantic Margin OCS 1o Area-wide
Leasing.

Reform of the Dept. of Interior
Policy regarding access to public

lands in the Rockies.

Opening the 1002 Area of the Arctic
National Wildlife Refuge to
Exploration.

Amendment of the Federal
Antiquities Act to prevent its misuse
in restricting access to public lands.

Balancing the needs of all
stakeholders in shaping public lands
policy.

Assurance that there is no net loss of
state and private land in creating
new land restrictions.

2. Regulatory Reform

Reforms are needed to streamline

the federal petroleum regulatory and
permitting process to stimulate natural
gas exploration and production. Rules
and regulations must be based on
scientific reality, not on popular
environmental misconceptions. The
practical economic impact of all
regulations must be considered. In this
regard, the AAPG recommends the
following:

Reform the Clean Water Act and
Endangered Species Acts, especially
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those sections that pertain to
wetlands.

e Reform the procedures used by the
Department of the Interior in
managing energy resources on
public lands in the Rocky Mountain
region and elsewhere.

o Limitation of the extensive delays of
the permitting process.
-- o ‘Limitation of the ability of the EPA
to regulate drilling muds and
hydraulic frac fluids as “hazardous
wastes”.

3. Tax Reform

The independent petroleum industry
has historically drilled over 80% of the
nation’s oil and gas wells. However, over
the past 15 years, low oil and gas prices,
changes in the tax code, and the attraction of
alternative higher yielding investment
opportunities, has resulted in capital
starvation for independents. Petroleum
exploration and production are extremely
capital intensive and high risk. In order to
get the independents back to work finding
and developing the nation’s gas resources;
we must stimulate capital formation.

Technology and dot.com stocks
have peaked. With high gas prices, investors
in New York and elsewhere are now
beginning to look for direct investment
opportunities in natural gas. However, most
non-industry investors are deterred by the
liability exposure of a direct working
interest in a gas well. They would prefer to
be limited partners, and be rewarded through
tax benefits for assuming exploration risk to
drill for a depleting asset.

The role of taxation is critically
important to the development of oil and gas
resources. However, the U.S. Tax Code
currently contains provisions. that serve as
major disincentives to petroieam
investment. While we currently enjoy

12

significant budget surpluses, Congress can
afford to reform the tax code.

The AAPG recommends the following
tax reform legislation to stimulate the
investment needed to increase domestic

natural gas supply.

o Restoration of the write-off of
intangtble drilling costs for the
passive investor. This tax deduction
was climinated by the Tax Reform
Act of 1986, and effectively wiped
out the major source of drilling
capital for small independent oil and
gas exploration companies. Billions
of dollars of new drilling capital
would quickly become available to
the industry through restoration of
the Intangible Drilling Cost (IDC)
tax deduction for passive limited
partnership investors.

e Elimination of the onerous
Alternative Minimum Tax.

o Allow expensing of delay rentals in
the year incurred, not capitalizing
them as currently required.

o Allow expénsing of geological and
geophysical costs in the year when
the costs are incurred.

o Make permanent the suspension of
the net income limit for percentage
depletion on marginal properties.

e Raise the depletion allowance
provision to previous levels.

CONCLUSION

The United States has abundant
petroleum resoutrces. However, absent
access 1o these resources on public lands,
and regulatory relief and tax incentives to
stimulate domestic petroleum exploration
and development, the nation will face a

- 27656



serious gas supply shortage, and will
continue its dangerous reliance on imp
crude oil. -

The AAPG recommends that
Congress focus its attention on the energy
issue without further delay. Presidential
candidates also need to respond realistically
to the energy crunch, because high prices
and supply disruptions will be front-page
news in November. Politicians must also
realize that kicking the petroleum industry in
the shins and shaking fists at OPEC, makes
for good press, but is no solution to the
pending natural gas supply crunch.

A National Energy Policy that
balances the interests of all stakeholders,
should be developed and implemented as
quickly as possible. If this is not done, and
soon, some Americans will truly run the risk
of “freezing in the dark”. Time is running
out! The proverbial “doo doo” is hitting the
fan as we speak.

L IR LK N J

Skip Hobbs is Managing Partner of
Ammonite Resources Company, a firm of
international petroleum technical and
business consultants that Mr. Hobbs
formed in 1982. Ammonite is
headquartered in New Canaan,
Connecticut and has associate offices
located in the oil patch of the United States,
in Canada, the United Kingdom, and
Argentina. The “Energy Forum” webpage
on the <www.ammoniteresources.con>
website contains numerous articles and
statistics on energy issues.

THIS PAPER MAY BE FREELY
REPRODUCED AND DISTRIBUTED. 1
URGE ALL AAPG MEMBERS TO
SPEAK TO LOCAL COMMUNITY
GROUPS AND THEIR LEGISLATORS
ABOUT THE ENERGY SITUATION.
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As an addendum, I have attached
comments regarding several issues that Vice
President Gore has incorporated into his
“energy policy”. At the risk of being
somewhat partisan”, | suggest that the
Republicans confront the Democrats with
some of the statistics and issues which
follow. -

LR 2 R 4

ENVIRONMENTAL MYTHS - ANWR

The AAPG believes that the 1002
area of the Arctic National Wildlife Refuge
(ANWR), and the similar coastal plain area
of the National Petroleum Reserve-Alaska
(NPRA), should be opened to exploration
and development. A study recently released
by the United States Geological Survey
(March, 1998) cites potential economically
recoverable oil resources beneath the
ANWR Coastal Zone 1002 Area of 5.7t0 16
billion barrels of crude oil, with a mean
expected resource of 10.3 billion BO. Mean
peak production rates of 1.0 to 1.35 million
BOPD are expected. The 1002 Area
represents only 8% of ANWR’s 19 million
acres. Less than | percent of the land within
the 1002 area would be affected by
petroleum exploration and development
activities. Parts of the coastal plain of the
NPRA, held back by the Bureau of Land
Management (BLM) from the 1999 lease
sale at the instruction of the Secretary of the
Interior, contain an estimated minimum of
1.5 billion barrels.

The major objection to development
of the Prudhoe Bay Field and Trans Alaska
Pipeline was the potential threat of the
development to Caribou migrations.
According to the US Senate Committee on
Energy and Natural Resources, the Prudhoe
Bay herd, also known as the Central Arctic
Herd has increased from 6,000 in 1978 to
19,700 in 2000. The caribou are not
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bothered by the petroleum development
infrastructure — in fact they prefer it to the
prospect of having their calves devoured by
wolves.

Opponents of ANWR development
say that it is not worth forever despoiling
ANWR for a few month’s of oil supply.
This is a specious argument that assumes
that supply from all other sources ceases
during the life of the ANWR reserves.
According to Government studies, the 2001
area of ANWR, could produce over 1.0
MMBO per day. Like the Prudhoe Bay area,
production operations will likely run for
more than 25 years, providing vital crude oil
and natural gas for the nation’s economy,
significant employment in Alaska and in the
Lower 48 from production operations and
equipment supply, hundreds of millions of
dollars of annual state and federal tax and
royalty income, as well as a reduction in the
outflow of funds for the purchase of
imported crude oil.

During this year Secretary of
Energy Bill Richardson has repeatedly been
on his hands and knees before the Arab
OPEC producers to beg for production
increases of initially 200,000 BOPD and
then 800,000 BOPD. This is a humiliating
gesture for the United States, the most
powerful nation in the world. The current
supply/demand balance is so precarious
now, that even the threat of a storm in the
Gulf of Mexico causes oil and gas prices to
shoot up momentarily. An incremental 1
million barrels of oil per day from ANWR
for a sustained period of at least 10 years
would make a huge difference in the supply
side equation.

During 1999, according to the EIA,
the US obtained 23% of its oil imports of
10.6 MM bbl/day, or 2.43 MM bbl/day,
from the Persian Gulf Region. If one were
to use the same argument as the ANWR
opponents about supply, development of
potential ANWR reserves of 10+ billion
barrels would eliminate 11 years of
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dependency on imports from the
dangerously volatile Middle East.

The giant Alaskan Prudhoe Field
went into production in 1977, and produced
its 10 billionth barrel of crude oil in May,
2000. The field reached a regulated peak of
1.5 million barrels per day in 1979, and
produced at this rate through 1988.
Production is now in a steep decline.

L R

THE MYTH OF ALTERNATIVE
ENERGY

Vice President Gore believes United
States Energy Policy should focus on
conservation and alternate energy, not
increased supply. Here are the statistics -
regarding sources of primary energy and
electric power.

Total U.S. Erergy Consumption by

Primary Epergy Source, 1998

(EIA Sept. 1999)

Petroleum 40.7%

Natural Gas 24.1%

Coal 23.3%

Nuclear 7.9%

Hydro 3.8%

Other 0.2%
Total: 100.0%

USA Electicity Supply By Source in 1999
(Calkeulated from EIA, October 2000

data)

Coat 50.6%

Nuclear 19.6%

Natural Gas 15.0%

Hydroelectric 8.3%

Petroleum 3.8%

Geothermal, Solar, Wind 2.4%

Other gaseous fuels 0.3%
Total: 100%
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Since FY1980, the US Department
of Energy has provided over $9 billion-in
research funding for alternative energy
projects, yet alternate energy still provides
significantly less than 1% of domestic
primary energy demand.

Alternate energy is wonderful, and
necessary long-term, but simply not
practical nor presently economically
competitive. Fossil fuels will continue to
power the economy for another generation!

Conservation is great but despite
almost doubling average automobile mileage
in the past 20 years, demand for
transportation fuels has skyrocketed. Motor
gasoline demand has increased 28% from
6.58 MM bbl/day in 1981 to 8.47 MM
bbl/day, despite our conservation efforts.
Americans want mobility! How does Mr.
Gore propose to provide Americans with the
freedom of movement they demand and
expect?

* %%

GLOBAL WARMING MYTHS

The earth has warmed and cooled
over geological time, and has experienced
significant climatic changes over the past
10,000 years of human history.
Temperatures are rising, and have probably
been doing so since at least 1850, certainly
since the depths of the Little Ice Age around
1600. However, there is no concrete, or
generally accepted scientific evidence that
the current global warming episode is due to
anthropogenic causes. Solar, orbital, and
tectonic effects, and their combined impact
on the world’s oceans are the most powerful
climate drivers.

The Energy Crisis2.doc

In the August issue of Nature,
researchers Paul N. Pearson and Mark R.
Paimer, cite recent scientific evidence that
carbon dioxide levels during the Cretaceous
Period were over 2000 parts per million, and
that “normal” CO, might be about 500 ppm.
The current level of CO, is about 360 ppm.
Emissions from fossil fuels may, in fact,
cause no climate change due to increased
solar reflectivity.

The United States is being asked to
accept the terms of the Kyoto Protocol.
Under this international agreement, 38
developed nations must reduce their
greenhouse gas (CO,, CH,, N,O, HFC, PFC,
and SF) emissions by an average of 5.2%
below 1990 levels during the 2008 to 2012
timeframe. Unless there are some major
technological break-through in alternate
energy resources, combustion, and emission
control technologies, American citizens will
have to make significant adaptations to their
life-styles to achieve compliance. In the end,
these efforts may have no impact what-so-
ever on global warming!

Global warming is a fact. Rather
than spend a decade arguing over percent
industrial CO, reductions, and who is to
blame, scientists and politicians alike should
focus their efforts on how to solve and
mitigate the social impact of the significant
regional climatic changes that will result.
These will include drought, famine, and sea
level rises that will cause massive human
dislocations.

Mr. Gore is a very strong proponent
of the Kyoto Protocol. Does he have an
clectric car, and power his house with solar
panels?
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American Association of Petroleum Geologists
An International Geological Organization

ENERGY STATISTICS

The AAPG Division of Professional Affairs is making this information available
to all AAPG members and other interested parties so that discussions regarding energy
policy can be documented with accurate statistics. Unless otherwise noted, all energy
statistics are from the database of the US Energy Information Agency
(www.doe.eia.gov). 1999 figures are actuals, and 2000 figures are projections. The
weekly “Industry Scoreboard™ in the Oil & Gas Journal is a good source for additional
statistics.

Total U.S. Erergy Consumption by Primary Energy Source, 1998

(EIA Sept. 1999)

Petroleum 40.7%
Natural Gas 24.1%
Coal 23.3%
Nuclear 7.9%
Hydro 3.83%
Other 0.2%

Total: 100.0%

USA Electricity Supply by Source in 1999
(Calculated from EIA, October 2000 data)

Coal 50.6%
Nuclear ' 19.6%
Natural Gas 15.0%
Hydroelectric 8.3%
Petroleum 3.8%
Geothermal, Solar, Wind 24%
Other gaseous fuels 0.3%

Total: 100%
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PETROLEUM DEMAND

{million barrels oil per day)

1999 2000
World Petroleum demand 74.8 759 .
USA Petroleum Demand | 19.52 19.58
USA demand as % World Total 26% 25.8%

USA CRUDE OIL & LEASE CONDENSATE PRODUCTION

(million-barrels per day)
1970 1980 1999 2000
9.6 8.6 5.88 5.84
USA CRUDE AND NGL PRODUCTION
(million barrels per day)
1970 1980 1999 2000
11.1 10.1 9.0 9.1

The U.S. now imports about 56% of its crude oil and refined product needs; therefore
USA energy policy impacts world markets and economies.

Crude oil production in the US has declined 33% since 1985, from 8.9 million barrels per
day (MMBOD) ta 5.9 MMBOD. At the same time, however, domestic petroleum demand has
increased 23% from 15.90 MMBOD to 19.58 MMBOD.

USA PROVEN OIL RESERVES
USA Proven Oil Reserves @ 12/31/99: 21.0 billion barrels
USA Proven Oil Reserves @ 12/31/85: 28.4 billion barrels

Proven oil reserves have declined 26% since 1985. Following discovery of the giant
Prudhoe Bay Field in Alaska in 1970, USA proved oil reserves were 39 billion barrels as of year-
end 1970.

MIDDLE EAST COMPARED TO USA

The Middle East produces about 20 million barrels of oil per day, and has proven
reserves of 673 billion barrels, representing about 65% of total world proven reserves. Saudi
Arabta alone has reserves of 259 billion barrels and produces 8 million barrels per day.

During 1999, according to the EIA, the US obtained 23% of its oil imports of 10.6 MM
bbl/day, or 2.43 MM bbl/day, from the Persian Gulf Region.
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During 1999, OPEC supplied 29.4 million BOPD, or 39.7% of total worldwide supply of
73.9 million BOPD.

CRUDE OIL IN 1999 WAS USED FOR:

8.4 MM bbl/d (43%) for motor gasoline; .
3.6 MM bbl/d (18%) distillate fuel;

1.7 MM bbl/d (9%) jet fuel;

840,000 bbl/d (5%) residual fuel;

5.0 MM bbl/d (26%) “other oils”

USA NATURAL GAS DEMAND (Trillion cubic feet)
- 1985 1999 2000
173 2136 2222

Natural gas presently supplies about 25% of the nation’s primary domestic energy
reguirements.

Gas demand is skyrocketing, particularly as a “clean” fuel for electric power generation.
Recent studies by the EIA, Gas Research Institute, and the National Petroleum Council (NPC),
indicate annual demand will grow to as much as 32 TCF over the next 15 to 20 years. In its 1999
study, the National Petroleum Council projected annual demand to reach 29 TCF as early as
2010.

Security analysts at Dain Rauscher Wessels, Inc. estimate that more than 275 new gas-
fired power plants are planned to begin operation by 2006. These new electric power plants are
expected to consume an additional 8.5 TCF/year.

USA NATURAL GAS PRODUCTION (TCF)
1973 1983 1985 1990 1995 1999
226 168 172 178 18,6 187

USA NATURAL GAS RESERVES (TCF)
1970 1999
290 164

Proven gas reserves in the United States have dropped 43% during the past 30 years,
from 290 TCF at year-end 1970, to only 164 TCF now. Approximately 14% of the nation’s
natural gas supply is presently imported from Canada. The NPC estimates that LNG imports will
supply less than 1% of natural gas demand through 2015,

OIL AND GAS WELLS DRILLED
In 1999, there were only 20,770 oil and gas well completions in the United States. This is
a pathetic shadow of the 70,000-85,000 wells drilled per year in the period 1980-1985, when we

were able to actually increase deliverability and make significant new reserve additions beyond
just replacing annual consumption.
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POTENTIAL UNDISCOVERED USA OIL AND GAS RESOURCES

The most recent assessment by the U.S. Geological Survey demonstrates that the
petroleum and natural gas resource base is large enough to sustain an active domestic petroleum
industry for many decades. The technically recoverable onshore U.S. resource base’is estimated
to be 110 billion barrels of oif and 1,015 trillion cubic feet of gas.

The National Petroleum Council (NPC) in its 1999 study concluded that the United States
has a remaining gas resource base in the Lower 48 States of 1,466 TCF. It shouild be noted that
only 157 TCF, or just 10% of the identified resource, is considered proven. There are an
additional 313 TCF in Alaska; however, this gas is useless without a pipeline to the Lower 48
markets. The total identified USA gas resource, including Alaska, is a whopping 1,779 TCF.
Even at 32 TCF/year consumption, there is more than a 50-year supply. Cumulative domestic
production over the past hundred plus years is estimated to be about 890 TCF.

The 1999 NPC report concluded that the most prospective areas for major new
discoveries, particularly natural gas, are on public lands in the Rocky Mountain sedimentary
basins, offshore in the Gulf of Mexico, in the Eastern Gulf of Mexico, and on the Atlantic and
Pacific OCS. Despite the huge potential of these areas, Federal law presently prohibits
exploration on the Atlantic and Pacific OCS, and in the Eastern Gulf of Mexico. Access to much
of the remaining resource potential of the Rocky Mountain basins is restricted or closed. A totai
of 213 TCF gas resources have been identified by the NPC in the areas that are closed and/or
subject to severe access restrictions.

The total area of the U.S. Federal offshore, including Alaska, to the 200-mile economic
limit, is about 2 billion acres. Only 2 percent has been leased. In its 1995 study, the Minerals
Management Service assessed a mean undiscovered recoverable resource of 46 billion barrels of
oil and 268 trillion cubic feet of natural gas in the Federal OCS. This is 2.5 times the offshore
reserves found to date.

WORKING DRILLING RIGS

The number of drilling rigs working on a daily basis has decreased from over 4000 in
1982 to an average of only 623 in 1999.

USA REFINING CAPACITY

Since 1981, the number of operating refineries in the United States has declined 47%
from 324 to 174, representing a loss of over 3.0 million bbls/day of capacity. Refinery utilization
has increased from 69% in 1981 to 96% in 2000.

Refinery closings were caused by deregulation (elimination of price controls and
allocations), and the cost to retrofit older refineries to meet current environmental regulations.
There have been no new grass-roots refineries built in over a decade. According to the EIA®
April, 2000 Energy Report, “financial, environmental, and lega! considerations make it unlikely

" that new refineries will be built in the United States.”
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CRUDE OIL PRICES

Crude oil prices over the past 10 years have consistently lagged the consumer price index
inflator. The average price from January 1990 through August, 2000, has been $19.95. The price
spiked over the CPl during the Persian Gulf War, briefly in late 1996-early 1997, and recently in
2000. Crude oil prices rose from an inflation adjusted 53-year low of $8.03/bbl in December,
1998 to an average price of $22.55/bbl in December, 1999.

GASOLINE PRICES

In an October, 2000 press release ExxonMobil said that it makes a profit of five cents on
every gallon of gasoline it sells, while Federal and State Governmeats take an average of 40 cents
in taxes for every gallon sold. The ExxonMobil press release went on to say:

“Since the end of World War 1, inflation-adjusted gasoline prices have steadily declined,
interrupted only by a few peaks and valleys. Through the end of World War I, when average real
incomes for Americans were much lower than they are today, gasoline prices varied between
$2.00 and $2.50 per gallon ($1999). The price then dropped steadily to about $1.50 per gallon
before the oil shocks of the 1970s and early 1980s drove prices temporarily higher, peaking at
over $2.50 in 1981. The lowest gas prices of the period occurred in 1998, when low crude prices
drove gasoline near, and in some parts of the U.S. below, $1.00 per gallon. Prices have moved up
sharply in 2000, but from a very low level and continue to be below historical levels.

The declining price of gasoline has contributed to the growth of our standard of living
over the years. In 1966, the average American family spent each year a total of about $35,000 (in
$1999), of which about three percent went for gasoline. Today, the average American family
spends over $60,000 each year, with only two percent on gasoline. Over the same period, the
vehicle fleet (cars, vans, light trucks and SUVs) increased from 91 million to over 200 million,
and the average number of miles driven annually per vehicle rose from 9,500 in 1966 to almost
12,000 today. With vehicle efficiency improving from about 13.5 miles per gallon in 1966 to
nearly 20 mpg today, the average cost of driving one mile has fallen from over 12 cents in 1966
to about six cents in 1999. Recent gasoline price increases have brought that cost back to only
about seven cents per mile.

In its October, 2000 Energy Report, the EIA said that “Regular unleaded, self-service
retail motor gasoline prices hit their highest monthly level ever, in nominal terms, averaging
$1.63 per gallon in June. Still, in real terms (adjusted for inflation) that price was about 40
percent fower than the price experienced in March 1981.

Motor gasoline demand has increased 28% from 6.58 MM bbl/day in 1981 to 8.47 MM
bbl/day, despite conservation efforts.

BALANCE OF TRADE DEFICIT

~ The largest component of the projected 2000 foreign trade deficit of $387 billion is
imported crude oil and refined petroleum products. In 1973, at the time of the Arab Oil Embargo,
the United States imported 35% of its petroleum requirements. That figure now stands at 56%.

The EIA estimated total 1999 oil imports at $66.9 billion. This year that bill will be
significantly higher.
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INVESTMENT CONSIDERATIONS

According to the Financial Reporting System, the 23 largest producers reported an
average return on assets of just 5.4% over the 12-year period from 1986 through 1997. During the
past decade, the average oil industry return on capital cmployed has been only a meager 7-83%
due to low commodity prices.

The December 1999 National Petroleum Council study concluded that the growth in
natural gas demand will require funding of approximately $1.5 Trillion (in 1998 $). This
includes $700 billion for operating expenses, and $658 billion dollars in upstream capital
expenditures from 1998 through 2015. This latter figure includes all exploration, development,
production, and gathering capital expenditures. In order to satisfy supply growth an increased
annual average capital expenditure of $39 billion per year is required from 1999 through 2015,
versus an average of $27 billion from 1991 through 1998. However, these needed levels of
investment will take place only if investors have confidence that competitive rates of return will
be earned.

REASONS FOR DECLINE IN DOMESTIC DELIVERABILITY AND RESERVES

Low and volatile commodity prices have discouraged investment.

Low return on petroleum investment compared with other economic sectors.

More attractive alternate investment opportunities for private capital (stock market).
Access denied to most prospective exploration areas on environmental grounds.
Onerous regulatory disincentives.

Tax disincentives.

AL~

ARCTIC NATIONAL WILDLIFE REFUGE (ANWR)

The AAPG believes that the 1002 area of the Arctic National Wildlife Refuge (ANWR),
and the similar coastal plain area of the National Petroleum Reserve-Alaska (NPRA), should be
opened to exploration and development. A study recently released by the United States
Geological Survey (March, 1998) cites potential economically recoverable oil resources beneath
the ANWR Coastal Zone 1002 Area of 5.7 to 16 billion barrels of crude oil, with a mean expected
resource of 10.3 billion BO. Mean peak production rates of 1.0 to 1.35 million BOPD are
expected. The 1002 Area represents only 8% of ANWR’s 19 million acres. Less than 1 percent
of the land within the 1002 area would be affected by petroleum exploration and development
activities. Parts of the coastal plain of the NPRA, held back by the Bureau of Land Management
(BLM) from the 1999 lease sale at the instruction of the Secretary of the Interior, contain an
estimated minimum of 1.5 billion barrels.

The major objection to development of the Prudhoe Bay Field and Trans Alaska Pipeline
was the potential threat of the development to Caribou migrations. According to the US Senate
Committee on Energy and Natural Resources, the Prudhoe Bay herd, also known as the Central
Arctic Herd has increased from 6,000 in 1978 to 19,700 in 2000. The caribou are not bothered by
the petroleum development infrastructure — in fact they prefer it to the prospect of having their
calves devoured by wolves.

Opponents of ANWR development say that it is not worth forever despoiling ANWR for

a few months of oil supply. This is a specious argument that assumes that supply from all other
sources ceases during the life of the ANWR reserves. According to Government studies, the
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2001 area of ANWR, could produce over 1.0 MMBO per day. Like the Prudhoe Bay area,
production operations will likely run for more than 25 years, providing vital crude oil and natural
gas for the nation’s economy, significant employment in Alaska and in the Lower 48 from
production operations and equipment supply, hundreds of millions of dollars of annual state and
federal tax and royalty income, as well as a reduction in the outflow of funds for the purchase of
imported crude oil.

During this year US Secretary of Energy Bill Richardson has repeatedly been on his
hands and knees before OPEC producers to beg for production increases of initially 200,000
BOPD and then 800,000 BOPD. The current supply/demand balance is so precarious, that even
the threat of a storm in the Gulf of Mexico causes oil and gas prices to shoot up momentarily. An
incremental 1 million barrels of oil per day from ANWR for a sustained period of at least 10
years would make a huge difference in the supply side of the supply/demand equation.

During 1999, according to the EIA, the US obtained 23% of its oil imports of 10.6 MM
bbl/day, or 2.43 MM bbl/day, from the Persian Guif Region. If one were to use the same

argument as the ANWR opponents about supply, development of potential ANWR reserves of
10+ billion barrels would eliminate 11 years of dependency on imports from the dangerously
volatile Middle East.

The giant Alaskan Prudhoe Field went into production in 1977, and produced its
10 billionth barrel of crude oil in May, 2000. The field reached a regulated peak of 1.5
million barrels per day in 1979, and produced at this rate through 1988. Production is
now in a steep decline.

This information was compiled by G. Warfield “Skip™ Hobbs, 1999-2000
President of the AAPG Division of Professional Affairs. Please send any corrections
and/or additions via e-mail to Skiphobbs@ammoniteresources.com.

DPA Epergy Statistics.doc
10/18/00
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Scope -] Resource Planning 2 Aquaculture [ Agriculture - Environmental (-]
Ciwnil [ ] Recyclmg ] waste Treatment and Utilization Research and Development
John R Snell PE Ph D. — President TeChnOiogleS

Feb. 1, 2001

Honorable Spencer Abraham,

Secretary of Energy,

White House,

Washington, D C 20270

2001-002956 Feb 5 A 9:43
Deaf Spenoe

May 1 first repeat my letter and Fax extending congratulations. There are ever so
many more important things for you to do for the world as Secretary of Energy than you
could have accomplished a one out of one hundred Senators. I feel it was God’s will that
you were moved in this important direction. Your eight years here can change many
things for the best in the whole world. Although my field for the past 60 years has been in
Environmental Engineering and not directly in Energy the two fields cross over in many
ways and there are some thoughts which have been impertant in my mind for a long time,
and 1 am pleased at this chance to pass some of them on to you for your consideration,
and for the consideration of some of your best smart new advisors. My first six page
document to you entitled “A Practical Plan to Tame Global Warming and Become More
Energy Sustainable” outlines some key points which I hope will at least in minor ways
help you place priorities on the hundreds of potential projects which are now, or have
been, under consideration by the Department of Energy.

This paper does recommend under Paragraph “C” a project which was first
initiated by DOE some years ago through R&D funding to the Snell Environmental
Group which has great promise for helping to solve our Global Warming problems. We
‘have a lot more information on this subject but 1 am enclosing only three at the moment,
one a paper I presented at the DOE conference in Madison WI. in October 1998, two a
short summary of my background and experience, and three a copy of my International
experience entitied “Toward A Better World” 1997.(something to skim over)

In Paragraphs “4” and “5” I outline two other areas which I feel could be heipful
in suggesting innovative new programs but due to each needing quite a bit more work 1
will be forwarding these two additional papers to you in another month. 1 plan to be away
in Florida and Calif. until Feb. 20th. I would be very pleased if you would see fit to pass
my thoughts on to one or more of your many key staff so that I will not have to bother
you personally with these technical matters.

Sincerely Yours ‘ W
é gohn R. S

"YOUR PARTNER IN PROGRESS"
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A PRACTICAL PLAN TO TAME GLOBAL WARMING

AND BECOME MORE ENERGY SUSTAINABLE

INTRODUCTION

In the past decade it has become more and more clear that Global Warming in not
only a real phenomenon but a very dangerous one to go unchecked. We now know that
unless we tame Global Warming rather quickly we will likely have world wide weather
disruptions beyond which our civilization can tolerate. Since 1985 we have had five
serious worldwide meetings to try to determine the seriousness of the situation and how to
find an economical and practical solution which our various countries will agree on and
are willing to carry out. To date no such agreeable plan has emerged and as each year

_passes our problems grow worse and may well become too great for a practical solution.

It is the purpose of this paper to re-emphasize the seriousness of the problem and
then suggest what is felt to be a practical, workable short term and longer term solutions .
The plan essentially is to do six things 1) With all haste move quickly to reduce the
amount of green house gases being emitted with all haste, at least in every place where it
can be done in a practical and not too expensive way, and in a way which will not disrupt
our needed total energy source. 2) While keeping our best renewable energy options open,
undertake an all out joint venture R&D program even more intense than our Space Race.
The need for success here is far greater than with Space and by all pulling together our
chance of success is virtually assured. 3) At the end of two or at the most three years of
intense R&D with the several most promising renewable energy sources, ( Solar Power,
solar PV, Wind, and Geothermal,) as well as economical ways to store the energy, and
ways to conserve energy and , with both on a small and large scale, it is time for mass
construction of one or more of these renewable sources. Detailed preplanning will be
needed as to where it should go and how it should fit in on down the line. One or more
systems might at that time be delayed for yet another year or so if the final stages of an
R&D break through is in progress, or other equally important engineering, or economic
reasons. 4) With the aid of perhaps ten of the best energy consulting firms working in
collaboration with national and regional energy experts, prepare the best possible global
feasibility study as to how the job of completely converting to renewable energy sources
might best be done on a rapid schedule and a reasonable cost and then determine where
the financing should rightfully come from. 5) Implement the agreed upon global master
plan on a tight schedule, yet keeping it open to minor approved changes by an acceptable
team of expert consultants based upon real changes in technology or economics etc. which
would warrant a change. All during these periods, detailed monitoring of the global and
regional situations would be made for general review by all concerned. 6) Our long term
energy master plan needs to establish the very best plan for as long a use as possible for
the remaining unmined fossil fuels, all without aggravating the problem of Global
Warming. Although aviation use and chemical manufacture use would likely be priority
uses, still near future substitutes must be considered as options. Particularly for the most
critical uses, considerations of security and foreign exchange may need to be considered.
A BRIEF HISTORY LEADING INTO THE CARBON ENERGY
CRISIS. (Ref #1-11) As early as 750,000 years ago man lived in caves and cooked
and warmed himself by burning wood Although wood was 90% carbon the amounts
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converted into the green house gas carbon dioxide was negligible. It wasn’t until really
the onset of the industrial revolution, brought on by the discovery of coal and the
invention of the steam engine, that appreciable increases of carbon dioxide took place in
the atmosphere. The discovery of crude oil and its refinement into gasoline and diesel etc.
further invigorated the industrial revolution, and with the invention of the internal
combustion engine as well as the automobile and the airplane all but caused an explosion
in the use of fossil fuels. Natural gas discovery and wide use further invigorated the whole
industrial process almost to a point out of control. Although the ratio of carbon to
Hydrogen molecules was less in these two energy sources each soon grew to be used in
excessive quantities and thus added greatly to the carbon dioxide concentration in the
atmosphere. With the growth of hydropower and nuclear power after mid-century there

_was a real but insufficient move away from fossil fuels, but not enough to lower the actual
quantities of green house gases being emanated. Each of these two large energy sources
have lost favor with the rublic due to environmental or safety considerations, however,
until we have securely moved over to the renewable energy era and have truly tamed
Global Warming, we should give renewed open minded study to the further at least
temporary use of each. These options are discussed in greater detail elsewhere in this
paper.

Of necessity in the last two decades considerable interest has grown in renewable
fuels beyond hydropower including, wind, biomas, solar thermal power, solarPV,
geothermal and to a lessor degree others, such as wave or tidal energy and the
temperature differences of deep and shallow parts of the ocean. Most renewable energy
sources have intermittent times for varying degrees of energy production and depend on
some form of storage of the energy, or a workable efficient way to coordinate the energy
peaks from the renewable source into the energy requirements of the entire grid. Also
most of these renewable sources of energy have other limitations such as seasonal, good
and bad geographical locations and the relative closeness of these ideal locations to the
areas of real need for the power. Also, each renewable energy has present and potentially
lower achievable costs, as well as dependability, and nearness to adequate storage. There
are other considerations such as the need for using agricultural land for energy production
instead of raising food, or in various ways creating environmental problems.
COMMENTS ON IMPROVING THE PRODUCTION AND USE OF
SELECTED TYPES OF RENEWABLE ENERGY
A) PHOTOVOLTIC POWER AND WIND POWER

There are a number of groups which have undertaken considerable R&D on
various aspects of photovoltic power and it would appear that perhaps the latest will bring
the overall costs to be truly competitive with Wind Power. When the end power desired is
Electric energy there are advantages PVPower over producing power by concentrating
solar heat. o With PVPower one can generate as much power per hector without the
complexities of reflectors and concentrators. There is also simplicity and no moving parts.
It is a relatively simple matter to convert the low voltage DC current produces to higher
voltage AC. current. When it is important to store the energy, there could be many
advantages of first converting it to hydrogen ( and oxygen) where it could be used in a
conventional power plant normally run on natural gas or, in other cases it could be added
to natural gas lines in an efficient and equitable way. Or, should we wish to store very
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large amounts of energy, the hydrogen gas could be transported to a convenient empty or
partially empty natural gas field and be drawn back out for use at a later date. As we get
into more and more renewable energy and we need to maintain flexibility and maximum
efficiency and storage ability a special system could be worked out for optimum use of
many of the existing empty or partially empty natural gas fields and or some of the
abandoned salt mines or abandoned crude oil wells. Computer registration of the pertinent
details and even the management of each storage area would not be too complex and
would give almost an infinite storage capacity. Even the types and strengths of various
types of normally used gases could be fully considered, such as Hydrogen, Methane, land
fill gas, natural gas.etc. and stored appropnately.

As fuel cells are expected to be practical and efficient in many sizes it would be

_rather easy to recover the hydrogen gas back as electricity. What advantages have been
listed concerning Photovoltic energy would often apply to wind power as well. By
making a greater use or storage of hydrogen in this system, wind power presents much
greater flexibility and efficiency potentials than when hydrogen is not made and stored.

For large scale and efficient storage of energy we can look to Peaking at a hydro
electric plant especially when we are attempting to add quick low cost power for short
periods of time, such as daily peaks. Hydro peaking has a efficiency range of say 70-
80%. To compress air or another gas into a confined space and recover it as energy may
be used to a degree but with much less efficiency.

A discussion of renewable energy storage for the future automobile needs a further
crash R&D program, especially when hydrogen becomes plentiful and fuel cells are
perfected. R&D needs to study and compare the compression of hydrogen in tanks,
liquid hydrogen at ultra low temperature in highly insulated tanks, conversion to hydrides
or some equivalent, or through some innovative chemical means produce from hydrogen
an end product with properties like propane which can be stored as a liquid at ambient
temperature and low pressure. There is real need for a breakthrough through an R&D
program. It may well be that, with hydrogen becoming plentiful and low in cost, the
breakthrough would come in variations in the use and storage of hydrogen instead of in
producing an ideal battery.

B) FUEL CELLS

Although much work has been accomplished with fuel cells in the space program,
and to a degree since, it may now become a truly efficient key in putting together a full
blown renewable energy program. It is suggested that the R&D, manufacturing and use
program be given a great deal of attention by many different groups. The improved fuel
cell could become the comerstone and workhorse of the new renewable energy program.
Besides using it with only hydrogen, R&D is needed on using it with methane and other
gases and or mixtures of gasses. The many possibilities in the conversion of methane to a
more useable form should have our full attention for there are so many natural wastes
from which methane can easily and inexpensively be made. There are claims that methane
can economically be converted into methanol where it can be used with ease in
automobiles. See the next paragraph for an innovative rapid low cost way of producing
methane from presalvaged preshredded municipal refuse which was initially funded by
DOE with a grant to the Snell Environmental Group.
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C) RAPID LOW COST METHANE PRODUCTION FROM
MUNICIPAL AND AGRICULTURAL WASTES AND OR

PRODUCTS .

During the past two decades the DOE has places a lot of emphasis on the
production and use of Methanol. They have supported a lot of programs and R&D
projects and have sponsored numerous national and regional programs encouraging its
production and use. The writer presented a paper at the Bioenergy ‘98 symposium
October 4-8,1998 in Madison Wisconsin, volume I page 687-695 Ref. # 10. May we
summarize some of the significant points of this paper and what benefits could accrue
should the DOE renew its interest at this time and aid in securing the needed funding to
carry on the R&D to its natural conclusion. There is on hand already a draft request for

-funds where Mich. State University would build and experiment with a small pilot plant
which would tidy up the already very promising bench scale DOE supported work
accomplished earlier by Thae Snell Environmental Group. Here are a few facts and figures
to show the potential of further work to expand the initial DOE funded R&D.

1) With each U S citizen producing about 5 pounds of municipal waste per day
we are talking about 250,000,000 tons per year most of which goes into rather poorly
designed Land fills. 2) Today’s Landfills are doubly flawed from the point of view of
either recovering energy or reducing green house gases and are causing much global
warming. 3) Today there are very few landfills employing the collection and use of
methane gas but where it is done there are reported excellent profits from generating
electricity and selling it to the utilities. 4) The facts are that under most present land fill
designs it takes about 50 years for most of the methane gas to be generated. Also when
suction collection pipes are installed to recover the energy, still about half of the gas
generated leaks out to the atmosphere. 5) On a per cubic foot basis methane produces
about 21 times as much global warming as does carbon dioxide. 6) It is estimated that if
we were to quickly redesign , collect, and generate electricity, or otherwise efficiently use
the methane emanating from our municipal solid wastes we could do essentially two things
A) Increase the national electric energy production by perhaps 6-8% and B) Reduce our
present dangerous contribution to global warming by as much as 15-25% Both these
figures need further verification but are in the ball park. 7) The R&D work already
completed indicates that instead of taking 50 years to generate 90+% of the theoretical
methane gas obtainable from presalvaged, preshredded municipal solid wastes it can be
extracted in less than 2 months. 8) The stabilized organic residue remaining from this
process is like compost, rich in lignin and nutrients, and can best be utilized by transferring
it to agricultural lands. 9) This procedure would have the effect of cutting land fill
residues to less than ten percent and eliminating the present grave long term dangers of
ground water pollution 10) Modifications of the process can be applied to existing land
fills and greatly increase the speed and efficiency of land fill gas collection. 11) The same
basic process may be applicable to the low cost efficient recovery of the energy in the form
of methane gas from all kinds of agricultural wastes and or gathered grasses of wood
residue products normally thought of as possibly being used to make methanol. The cost
of accomplishing this is estimated to be very low and the methane could either be fed into
the overall renewable energy program as methane or it could first be converted to
methanol as described in the literature. 12) The potential benefits described above as they
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would apply to the US conditions, if also studied broadly could apply even more to the
developing countries of the world which are producing about half as much municipal
waste per capita as we are. Their crudely constructed waste dumps have all the Global
Warming dangers built into them that our own landfills do. In my contact with key
environmental engineers in both China and India there is a strong interest in the potential
which could come out of continuing with the R&D already accomplished. There has been
willingness to proceed using their funds on a parallel basis with ours as our own R&D
moves forward. In this way much good could come from running the same kind of
experiments on somewhat different types of municipal refuse at the same time. Also by
involving them we could magnify our ability to control global warming quickly and
inexpensively, in fact perhaps even while making a profit. 13) It is suggested that DOE
assist in obtaining funding using Michigan State University Department of Environmental

“Engineering as the research entity. They have the key personnel and facilities and should
be able to formalize a fair research contract rather quickly.

4) COMBINING INNOVATIVE HYDRA POWER WITH
HYDRA-PEAKING POWER WHILE TRANSPORTING SURPLUS
RIVER WATER TO IRRIGATE ARRID AREAS

On a national basis we have a number of situations which would fit into this
category of producing renewable energy in the area of hydraulic power but at the same
time accomplishing other, perhaps even more important benefits, and doing so at a bargain
price. This is an area where the writer has had some very interesting background
experience. Some years ago the Snell Environmental Group, because of its rather
extensive experience in lake restoration work, was asked to make a prefeasibility study for
a chain of lakes and dams for about 800 miles distance, following selected clean rivers in
Michigan, and connecting several of the Great Lakes. The proponents of this proposed
project known as the Trans-Michigan Waterway, had many good points but never reached
the stage of a full fledged feasibility study due to the limited financing of the clients.
During the course of the investigation many important things were learned. Although it
was given support by the Michigan Senate it was opposed by the Michigan Department of
Natural Resources, mainly because they did not wish such lengths of public rivers to come
into private control and the project gradually died on the vine.

During the pre-feasibility study period a number of national technical articles and
an extensive promotion brochure were produced along with a professional 30 minute color
film. Today there is still a strong interest in a project of this kind but one which might be
cut down in size, however no revised Michigan project is being suggested. What is being
suggested is that we take full advantage of all the things we learned in the initial study of
the proposed Trans- Michigan Waterway made 30 years ago but under new and important
conditions which are quite different and in fact quite urgent today as our world population
exceeds six billion and our ability to grow sufficient food to feed everyone becomes more
difficult as each decade passes. Let us take the well known example of the Texas

" Panhandle which has been irrigated with geologic ground water for perhaps fifty years
and has thus been very productive. However ground water has fallen from about 50 feet
to over 1000 feet and may soon be exhausted. For Panhandle agriculture to revert back to
dry land farming would mean about a 90% cut in crops from the area. With an abundance
of surplus water in either the Missouri or the Mississippi River which could be
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inexpensively transported to the Panhandle employing technologies studied with the
proposed TMW we can readily recommend a full fledged feasibility study of this specific
project. The project proposed is too complex to present here in detail, hence this
proposed study had been written up as a separate project for DOE to consider funding.
The results of such a specific feasibility study would, in general, be applicable to numerous
other projects World wide, which if added up, could have a marked influence on future
ways to move excess river waters to arrid regions for agricultural irrigation and make a
real impact on the availability of future food for the hungry.

5) PRESENT DAY OPEN MINDED FEASIBILITY STUDY

FOR BUILBING NEW NUCLEAR POWER PLANTS
Although nuclear power is not included in the definition of renewable energy it
_falls in a special category in that it is not a carbon based fuel which produces a waste
causing global warming. In our interim move from where we are to a future program
adequately free from carbon dioxide production we have need for making some fast power
additions without increasing the greenhouse gasses. There are also thoughts, if tests work
out, which might put a whole new and better approach to the treatment and disposal of
nuclear wastes, including a very good chance that along the way some of them might be
safely and economically used.

Here again this propesed feasibility study is too complex to include as part of this
project write-up and has therefore been written up as a separate project. Although the
feasibility study should include many new and different technologies the writer here is
suggesting only a very limited area of study namely a potentially useful new way of
treating and disposing of the wastes and also applying needed new R&D toward the
possible use of much of the active ingredients in our discarded stockpile of nuclear bombs
and make it over into a safe and a much lower cost power rods for using in the new
nuclear power plants.
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“GLOBAL WARMING MAY BE SIGNIFICANTLY CURBED
BY CONTROLLING METHANE FROM LANDFILLS”
By Dr. John R. Snell, Worldwide Technologies, 918 Rosewood, East Lansing MI 48823
Presented Oct 4-5 1998 For the BioEnergy Conference, Madison W1
ABSTRACT

Global Warming is considered to be real and dangerous by the- vast majority of experts in the
field. Almost everyone at the Dec.1997 Kyoto Conference was convinced of the importance
~of taking drastic steps in reducing the production of carbon dioxide from our industry. What
was not brought out was the fact that the methane produced mainly by the uncontrolled
emission of gas from the landfills of the world is significantly a part the cause for Global
Warming. This is true because a cubic meter of methane gas is 21 times more potent in
creating the earth’s warming than is a cubic meter of carbon dioxide. Thus, each gas is quite
responsible.

To cut way back on the carbon dioxide would cost industry literally trillions of dollars,
whereas if the methane from landfills is collected and used to generate electricity, that can be
done quite inexpensively and profitably. A new technology permits us to extract over 90% of
the methane from pre-salvaged and pre-shredded refuse in 2-3 months, whereas it takes 50-
100 years in a landfill This new technology of methane production permits 5-8 % more
electricity to be generated

Key Words: Global warming, landfill gas, high rate methane gas, recycling organic to farm
INTRODUCTION

There is a close and strong economic relationship between the electrical industry and the
solids wastes industry especially in solving “Global Warming” . Solid Waste is also an added
source of low cost methane fuel perhaps best used to make electricity. This paper has
significant meaning for the producers of electric energy around the world as well as for the
Solid Waste Industry. It is a “Wake up Call” which we should all give high priority.

Electric generation is believed by most people to be the greatest contributor to carbon
dioxide production and hence to global warming. The cost of controlling this warming is put
in the hundreds of billions of dollars per year and urgently needs innovative solutions. This
new technology provides the key for the answer. We can produce 5-8% more electricity by
using the methane generated from solid wastes. Instead of taking 50-100 years to produce the
methane gas from a sanitary landfill it can be produced inexpensively in 2-3 months. If the
municipal waste is pre-salvaged and pre-shredded the stabilized residue can be used on
farms to help grow more food and use less fertilizer.

Dora p
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GLOBAL WARMING AS VIEWED BY THE EXPERTS

1) In the past 150,000 years the carbon dioxide in the atmosphere has hovered around 200
(PPM). In the last 100 years this concentration has risen to about 360 PPM and continues to
rise rapidly. There are now efforts to control it below 450 PPM

2) As the carbon dioxide rises so has world temperature. From 1880 to 1950, the rate of
temperature rise has been about 2.2°F/ 100 years. However, in the past thirty years the rise
per 100 years is 3.5°F

3) We know the oceans are rising, The ultimate endpoint would be for the ice caps at both
poles, 8,000 feet thick, to melt, and the oceans to rise 300 feet inundating many cities.
" Realistic expectations are much less but still very damaging.

4) Weather-related natural disasters are blamed on the rise in world temperature. During the
1980's insurance companies reported a 17 billion dollar loss. However, since 1990 these
companies have paid out 57 billion—- An 8 fold increase. In the last two years damages are
much worse.

5) There have been many top level conferences to discuss how these expensive problems can
be solved economically. The findings in Rio lead to those in Berlin in July 1997 it
continued in New York and in Dec 1997 in Kyoto gave most nations difficult and expensive
goals to attain

6) Taxing the use of carbon has been promoted. The numbers are eye opening. "A levy of
$200 per ton of fossil fuel” and would raise $1,200 billion annually.

7) Alternate economic renewable energy sources are distant. This new technology may help
to provide the valuable time needed for answers. .

RELATIONSHIP OF THE NEW TECHNOLOGY TO OUR DILEMMAS,
ESPECIALLY TO GLOBAL WARMING.

1. The new technology is a real breakthrough in the rapidity of methane production from
municipal solid wastes. Organic breakdown has been reduced from 50-100 years to 2-3
months.

2. The new technology should provide the present landfills with valuable added control for
gas production and stabilization of the organic.

3. It should eliminate the "ticking pollution time bomb", and billions to be spent later on
groundwater pollution '

4. Global warming caused by the carbon dioxide from the electrical industry may be no more
than the global warming caused by the methane from landfills. A volume of methane has 21
times the capability of warming the globe as a volume of carbon dioxide.S. The electrical
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industry working w:th the Solid Wastes industry can reduce global warming significantly.

Alternate energy sources of methane are converted to electricity. It is possible to decrease
global warming by as much as 40-50% which should save trillions of dollars, & buy time

needed. ) '

COOPERATIVE RESEARCH FOR THE ELECTRICAI_J AND THE
SOLID WASTE INDUSTRIES

For every dollar spent on R&D in the Solid Wastes field there are over $100 spent in the

electric field. It would represent not an increase in their R&D, but a decrease . . Fig. I shows

a sketch of the pilot plant Michigan Biotechnology Institute (MBI) will be working with on
a cooperative basis.

This new method, however, would generate about twice as much methane gas and would
conserve all the gas generated instead of wasting over half to the atmosphere. The residue left
would be much like compost ideal for agriculture.

About ten years ago, through a US Department of Energy (DOE) grant to the Snell
Environmental Group, it was discovered that refuse breakdown can easily be speeded up
from 50-100 years to 2-3 months and this can be done in a low cost way. The gas generated
from a ton of refuse is worth about $30, many times the cost of production We can produce
about 227 cu. meters (8,000 cu feet) of methane gas from each ton of refuse.

A large scale pilot plant is estimated to cost $20,000 US and will be Michigan Biotechnology
Institute’s (MBI's) next main effort (see fig. 1). This will be followed by a demonstration
plant, supported in part by the government.

THE ESSENCE OF THE PROCESS

Two negatives which are finally being realized regarding the standard landfill technology are
as follows:

1) The methane gas given off over a 50-100 year period generally escapes to the atmosphere
instead of being held and used to make electricity thus converting the methane gas to carbon
dioxide. In so doing, it adversely affects the global warming problem by a factor of about
21 times more than CO2 ’

2) Today’s technology of landfills is to surround the fill, both top and bottom, with clay, and
or plastic liners so as to keep out moisture.

Without moisture, effective biodegradation is delayed many years. There is an inevitable
breakdown of the protective liners and this then becomes like a "pollution bomb" for the
groundwater. Now we can stabilize the material well ahead of the time when groundwater
pollution will ultimately occur.

Pre-treatment for this new and unique process necessitates recycling and pre-shredding. The
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collection trucks would deposit their loads on a large open floor where some quick sorﬁng of
large materials could take place.

The material winds up separated and clean at a fraction of the cost of the normal curb
separation systems. The organic fraction next continues to a two stage shredder handling
large items in the primary stage, and in the secondary stage shredding finely enough to be the
size of harmless sand. The shredded material leaving this facility is thentransported in 38
cu. meter dump trucks, and taken to a mini-landfill. Fig. 2&3.

There are essentially three small lined, landfill type cells, each designed to hold three months
of material. Cell #1 is first filled and the material lightly compacted in place Next the
perforated plastic pipes are placed for distributing a liquid rich in methane-producing
--bacteria, then the cell is covered with tightly fitting plastic. The deliveries of shredded refuse
then goes to cell #2 while cell #1 is put into active gas producing operation, essentially by
slowly circulating this secding liquid from liquid cell #4 (secondary digestion)

Generally this gas is about 1/3 carbon dioxide and 2/3 methane. The moist material is used on
agricuitural fields.. The economics of this moisture held by the organic and reduction of
erosion are very important. Adequate organic in the fields also greatly reduces the chemical
fertilizer needed for a comparable value crop.

This proposed process reduces the ultimate landfill by 80-90%. Most of the material
reaching the remaining fill would be "hard fill” & pollution free, and in demand to fill low
lying areas. No "ticking time-bomb" waiting to pollute the ground water.

This high rate methane producing technology has several other potential uses.

A) It can control the rate of methane production in existing landfills. Also a lot more gas can
be produced.

B) Landfills can be rather easily and inexpensively stabilized so as to eliminate the ultimate
groundwater pollution.

Whoever is interested in this new technology should be in touch with Snell or MBI.
Favorable arrangements can be extended.

The refuse in most of Asia and even Mexico and much of Latin America are essentially
different and about half the volume per capita of that found in the United States. There would
be great advantage by starting up an overseas pilot plant, exchanging technical resuits. The
first thing needing to be done with this different type of refuse in each country is to try out
this new and unique technology onit..

We need to capture the tremendous potential of extracting and utilizing the energy in this
vast renewable resource. The best way of handling the stabilized material, is to use it on the
agncultural fields using this unique "magic" . Let us make the most of it.

Dana 4

27677



PARTIAL LIST OF USEFUL REFERENCES

_Note: References 6-14 are taken from the World Watch Institute Monthly Papers,
Washington, DC The numbers and dates are given for each paper.

1 Sep 17-19, 1996 A Novel Process for Municipal Solid Waste Utilization by
Accelerated Landfill Gas Generation by John R. Snell Power-Gen *96 New Delhi,
India.

2 Dec 5th 1996 A Novel Process for Municipal Solid Waste Utilization by Accelerated
Land Fill Gas Generation by John R. Snell at the Power-Gen 96 International
Conference, Orlando, Fla.

"3~ Sep. 1997 A Unique Way to Rapidly Produce Methane From Refuse Landfills Which
Can Be A Solution To The Electrical Industry Dilemma As it Affects Global Warming
by John R. Snell at the Power-Gen ‘97 International Conference, Singapore

4 April 26-28,1998 A Unique Way to Rapidly Produce Methane From Municipal
Refuse & Landfills, Which Can Aid In The Solution of Global Warming by John R.
Snell Division of Enviro. Engr. Div. of Amer Soc. of Mechanical Engineers, Ft.
Lauderdale F1. _

1996 “State of the World” by World Watch Institute

76  Apr.1987 Mining Urban Wastes, The Potential for Recycling

81  Jan.1988 Renewable Energy Today's Contribution Tomorrow's Promise

87  Dec.1988 Protecting Life on Earth: Steps to Save the Ozone Layer

91  Oct.1989 Slowing Global Warming: A Worldwide Strategy

10 94  Jan.1990 Clearing the Air. A Global Agenda

11 . 117 Dec.1993 Saving the Forests: What will it Take ?

12 119  June 1994 Powering the Future: Blueprint for a Sustainable Electric

O 00~ O

Industry

13 126  July 1995 Partnership for the Planet An Environmental Agenda for the
United Nations

14 130  June 1996 Climate of Hope: New Strategies for Stabilizing the World's
Atmosphere

15 Dec.1990 Can We Afford to Waste Municipal Wastes? By Byrom Lees, National
Society for Clean Air and Environmental Protection

16 Dec 1979 A Warming World by Dr. Michael B. McElroy, Harvard Magazine

17 Aug. 18,1997 Is It El Nino of The Century? by J. M. Nash Time Magazine

18 Aug. 5, 1997 Industries Begin to Rethink Issues of Global Warming by W. K.
Steven’s New York Times

19 Dec 1, 1997 Twelve Page Write-up on Global Warming New York Times

20 1997 Landfill Bioreactor Design and Operation by D. R. Reinhart and T. G.
Townsend

21 1997 Engineering Response to Global Climate Change. Edited by Robert G. Watts,
Lewis Publishers(Excellent.65 authors)

22 Sep 97 “Toward a Better World” by John R. Snell Winepress $18.95 call 1-800-917
BOOK ( for a professional discount send author directly only $ 10 postpaid )
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‘ Figure 2
Full Scale Digestion and Leachate Storage Cell Configuration, Small City
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--# Note: Before 1972 firm was called Michigan Assoc.

JOHN R.SNELL DS, PE —PRESIDENT
WORLDWIDE TECHNOLOGIES

918 ROSEWOOD, E. LANSING, MI 48823 Ph (517) 351 7150
Fax ( 517) 351 3929
SUMMARY RESUME 1955- PRESENT E Mail snelljo@pilot.msu.edu
Pres. & CE O Snell Environmental Group # 1955-1980 - -
Char. of Bd. and Specialty Consultant SEG 1980-1985
Pres. Worldwide Technologies 1980- Present
Pres. & CE O Caribbean Development Corp. 1980-1993
Pres. & CE O General Shrimp Ltd 1980-1993

Director and Ch. of Bd. Bootstrap International 1980- Prmnt

& John R. Snell Engineers Inc.

EDUCATION

BS Civil Eng. Vanderbilt Univ. 1934
M S Civil & Sanitary Engr. Univ. of Illinois 1936
DS Sanitary Engr. Harvard Univ. 1938

REGISTRATION (Professional Engineer)

At Present Michigan, Ohio, Indiana

Formerly Also in Mass., Illinois, Wisconsin, New York,
Louisiana, Texas, Florida, Idaho, Oregon, Penna., & Ontario

HONORS & AWARDS
TauBetaPi & Chi Epsilon g ' ’

H. P. Eddy Medal for Noteworthy Research in Anaerobic Digestion JOHN R.SNELL
Listed in Who’s Who in America, Who’s Who in the Worid plus 1997

four others.

Life Member in four Engineering Societies

Rotarian, Lansing, Mi.

PROFESSIONAL PARTICIPATION

Fellow & Life Mem., Amer. Society of Civil Engr.
Diplomat of Amer. Academy of Environmental Engr.
Past Dir. National Consulting Engr. Council

Past Pres. Consulting Engrs.. Assoc. of Mich.

Ch. of Bd. of Bootstrap International

Life Member The Water Environment Federation
Past member ten other engineering societies

MAJOR AREAS OF SPECIALTY

Solid waste processing, recycling & utilization including composting and methane
generation.—Research and Development with the environment, energy, refuse, and
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construction. Snell designed, and supervised construction of the first four Sanitary
Landfills East of the Mississippi.

1940 to 1942 Design Engineer for sanitary engineering projects for Metcalf and Eddy;
Fay, Spofford and Thorndyke; and Stone and Webster, all of Boston MA. At M&E also
did R&D on the anaerobic digestion of TNT wastes.

1039 to 1940, Water Supply Engr. for Federal Public Works Dept. of Venezuela, S. A.
1935 to 1938, Three years of graduate study at the Univ. of 1llinois and Harvard.. At
Tllinois ran the San. Engr. Experiment Station for the summer of 1936. At Harvard ran
research for the Harvard School of Public Health during the summer of 1937

Wrote Doctor of Science,(D S) thesis on the Anaerobic Digestion of Undiluted Human
Excreta. T

1934 to 1935; Instructor in Civil Engineering at Hangchow University., China

TECHNICAL PUBLICATIONS

Author of over 65 technical articles(List available) including five in the last 18 months on
the inter-relation of the solid waste industry and the electrical industry as they effect
Global Warming. Coo-author of two books A} “Refuse Disposal Practice” for the
American Public Works Assoc. and B} 12 sections in a three volume Clinton Press
publication entitled “Environmental Engineering Handbook™, 1975. Author of a 250 page
autobiography ‘Toward a Better World” 1997 WinePress Mukilten, WA Published in
Chinese in 1998

EXPERIENCE IN BELIZE WITH BOOTSTRAP INTERNATIONAL, GENERAL
SBRIMP LTD, AND CARIBBEAN DEVELOPMENT CORP. 1980 TO 1993

In 1977 Snell purchased 8,700 prime acres of agr. land with two large rivers and three
miles of sea frontage in southern Belize, C.A. After limited agricultural experience on the
property, divided 2,500 acres into plots for 50 small farmers to be used use without
downpayment. About half the acreage became active before the remaining land was sold
to STARICH Inc, a large aquaculture firm from Alabama. About 400 acres are still
active.

About 2,000 acres were acquired by General Shrimp Ltd.& they built 270 acres of grow
out ponds, a hatchery, and a processing plant, all to support the Bootstrap program. They
built and operated the first and largest Shrimp Farm in Belize. In 1993 it was sold to
STARICH on a stock trade, including a total of 8,000 acres, and the remaining assets. In
the last four years STARICH has expanded the operation tenfold and is raising Shrimp ,
Lobster, Talapia, and redfish. They plan to go public about the year 2,000,

SNELL'S EXPERIENCE WITH WORLDWIDE TECHNOLOGIES 1980 TO
PRESENT :

Expert witness on an $80 million ground water pollution case by land fill under NYC Att.
Study for Buenos Aires, Arg.. on the treatment, transport, and agr. utilization of sludge
Consulting for Mich. Biotechnology Institute (M B I) on a number of their R&D projects
on composting and anaerobic digestion, including the high rate generation of methane on
the Municipal Refuse Project. Aiding Xiaogon City, China, in design of idealized refuse
treatment and utilization project. Assisted STARICH Inc. in their aquaculture rapid
expansion with ponds, pump stations, and pollution abatement during operations. Wrote
five technical papers on the inter-relation of the Solid Waste Industry and Electric
Industry and their relative effect on Global Warming, and how to solve the problem.
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Continuation of Typical Technical Articles By John R. Snell to 1998

47 “The Problem™ Apr 29, 1965 National Academy of Sciences, National Research
Council, Committee on Pollution, Wash. D.C. Land Sub-Panel by John R. Snell
48. “Dredging Restores Dying Inland lakes™ Oct 1977 World Dredging & Marine
Construction Magazine, John R. Snell
49 “ New Approaches to Land Disposal of Sludge™ June 1977 49th Annual Con. of
Water Pollution Control Assoc. of Penn. by John R. Snell
50 “Common Sense Thinking About Biogas and Composting A third Kind of Alternative
for Solid Waste Disposal” May 1980 Unpublished
51 “Designing Sludge Composting Facilities” (Fundamentals, Experience, & Common
Sense) Feb. 1979 Sludge Magazine by John R. Snell
52 “Rapid Methane Generation from Solid Wastes™ Oct 8th, 1984 Intemational
Congress on Technology & Technical Exchange By John R. Snell & Michael Goergen
53 « Environmental Enginzer Dedicates Life to Health, and Natural & Sustainable
Agriculture” Oct 1992 Shanghai American School Reunion Kansas City by J. R. Snell
54. “Its Tine to Apply Common Sense to the Environment™ 1995 Unpublished J.R.Snell
55. “ Worthy, Unique, Low-cost Solid Waste Disposal Options, with Special Emphasis
on Anaerobic Digestion™ 4th International Symposium on Anaerobic Digestion 11-15
Nov. 1995 Guangzhou, PR.C. J. R. Snell
56. “How to Convert Manure Problems into a Profit.” Unpublished J. R. Snell 1988
57. “Worthy, Unique, and Low Cost Solid Waste Disposal Options” June 25, 1985
Waste Disposal Seminar Marco Beach John R. Snell
58. “Sludge Treatment, Transport, and Utilization Study For the Three Waste Water
Plants Of Aguas Argentina, Buenos Aires, Argentina, S.A. 200 page study in two volumes
Sep 1995 by John R. Snell
59. “A Novel Process for Municipal Solid Waste Utilization by Accelerated Land Fill Gas
Generation.” Sep 17-19 1996 Power-Gen. ‘96 Asia Conference in New Dethi, India by
JR. Snell
60. “Recycling treated Organic Wastes as a Large Fraction of Aquaculture Feed. 1991
Unpublished J. R. Snell
61 “A Novel Process for Municipal Solid Waste Utilization by Accelerated Land Fill Gas
Generation” Dec 5, 1996 Power-Gen ‘96 International Conference, Orlando, Fl. J. R.
Snell '
62. “A Unique Way to Rapidly Produce Methane Gas From Refuse Landfills Which Can
Be a Solution to the Electric Industry Dilemma, as it Effects Global Warming.” Sep 1997
at the Power-Gen ‘97 Inwrnanonal Conference in Smgapore By John R. Snell [ Read by
Dr. A. Sanyal PE. ]
63. “Toward A Better World” —Adventures of a * Missionary ‘ Engineer’ 250 page book
on the life and adventures of and by John R. Snell WinePress Sep 1997

64. “A Unique Way to Rapidly Produce Methane from Municipal Refuse and Landfills
Which Can Aid in the Solution of Global Warming” Apr 26-29 1958 Ft. Lauderdale, Fl
at the International Combustion Engine Div. & the Environmental Engineering Div. of the
American Society of Mechamcal Engineers by John R. Snell

+ 30 in ‘IS’ 77
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'KODIAK FUELS

Phone: 281-370-8160 16155 Haxham Dr.

Fax: 281-376-4828 Suite 100

e-mail: sil jetfuel.com Spring, Texas 77379-6619
home: SIWWW. .com/ - -

2001-003815 2/8 P 4:17

Secretary Spencer Abraham Fei)nxary 4, 2001

U.S. Department of Energy
1000 Independence Ave., SW
Washington, DC 20585

Dear Mister Secretary,

I respectfully send this letter to you with an e-mail attached. I have repeatedly
attempted to receive any acknowledgement of my issues and interest in
participating in the development of an effective commercially responsible, as
well as politically acceptable Energy Policy. This is my hope that a written
letter commands more attention than e-mail. _

Congratulations and Good Luck,
Barry Siler )

CEO '

Kodiak Fuels
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Bany Siler .

From: | Banry Siler [bsiler@jetfuel.com)

Sent: Sunday, February 04, 2001 8:09 AM

To: President George W. Bush

Ce: Senator Kay Bailey Hutchison; Senator Phil Gramm; Secratary Spencer Abraham; Vice
President Dick Cheney

Subject: Energy Policy .

I have sent the attached e-mail to everyone copied on this e-mail with no response except
auto-responders from some.

I am also sending this to all via mail in hopes that a least cne of you respond and
hopefully support me in my effort to become involved in developing and maintaining a pro-
active energy policy for National Defense and in support of both industry and the public.

In addition to the attached prior e-mails, I would like to recommend that we establish a
team to deal with MTBE in gasoline. We already have shortages as a result of California's
PhenPhen government. They try a quick fix , only to find out they created a bigger problem
than they had before. Now that the world anticipates the inability to add MTBE into
gasoline many producers have modified their plant creating a serious supply shortage. 2001
will be bad, 2002 will be another nightmare.

We are also in a period to deal with distillates in May-August of 2001. We have east coast
inventories that I hope are commingled due to stability problems. Rest assured, the
storage companies are "using” the heating oil and making lots of money. We are in a
backwardated market providing them great value in time trades for even 2-7 days. We should
get this benefit. Jetfuel would be no different. We need to convert additional SPR crude
into heating oil in the east coast by August , minimizing the industry impact but taking
advantage over very depressed heating oil crack speads. We should also do this with jet
furl or more specifically Colonial 55 grade kerosene.

I have only asked for an opportunity to become involved in the energy program. When I
apply for a job, I at least get a letter of refusal. I have received nothing, but
especially nothing from my Senators. I sent them numerous e~mails for over a year. I have
them if you would like to review them.

Good luck in this natural gas dilemma, but don't forget to do something more about heating
oil and jet fuel now. There are many other issues I would like to discuss if you have the
time. I would be honored to visit any of you at my expense to express my opinion and
better yet my solutions. You are using Drew laughlin, a good friend of mine, in you
natural gas problem. You could not have picked a better, more commercial and intelligent
professional to assist you.

Last e-mail:

I have repeatedly sent e-mails to Secretary Abraham, Senator Hutchison and Senator Gramm
about key energy issues. I have not received a response from any of them.

Congratulations on your selection of the lead on Energy Issues, especially the California
problem. I wish that someone with some commercial sense would have reviewed the California
bill that put them in this position years ago. California seems to be pro-active in their
legislation but all to consumer oriented which eventually, like now, bites them hard.
There should be a balance of business needs and consumer needs which is evolutionary not
stagnant.

I feel that everyone in the Energy Department before this administration has been issued
fire extinguishers so that they concentrate on putting out fires rather than providing the
nation with a definitive long term Energy Policy.

I would like to work with you and Secretary Abraham in the development and implementation
1
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of 'a sound and broadly fair energy policy. I have a sound commercial background and
realize that this is a political issue and compromise seems to be the method of success. I
only ask that you bave some constant representation from the commercial market so that
proposals, even though politically sound, like California natural gas, do not fall into
the "black hole”. This is also an eveclutionary process that requires a pro-active approach
with the very best people involved. There is no "quick fix"™ but proposals need to be
implemented on a timely basis to insure National protection and defense when needed. I
pride myself on forward thinking and making informed decisions leading to desired
conclusions. 1 use Southwest Airlines as an example. I was their "outside industry risk
management specialist™ referred to in their recent earnings statements and use Gary Kelly,
CFO, and John Denison, Executive Vice President, as references.

I have a home page at www.jetfuel.com and currently am a consultant in price-risk
management, B2B activities and procurement auctions. My resume is on my home page.

My background is quite broad, but I would like to assist you and Secretary Abraham in the
development of a national energy policy as well as become the key contact with the United
States refiners,.-producers, end users etc. as well as being

involved in the pro-active utilization of the SPR while considering the storage of jet
fuel in countries around the world. I think we should convert as much of the crude to
refined products stored in strategic locations on a timely basis as possible. Working with
Dow Chemical, I stored millions of barrels of crude, jetfuel, heating o0il and other
products in salt domes. Again, my real strength is in forward thinking. I pride myself in
anticipating problems and opportunities and making recommendations as to solutions. You
know consultants, at the very least, they have an opinion.

My concern today is the impact of energy prices on the economy. If corporate earnings are
poor, with in many cases much ¢f the blame placed on energy costs, the consumer will get
hit many times harder (I am). Just using pure economics, we could have exchanged, while
increasing our overall SPR inventory, January crude for February crude and collected over
$2.00 per barrel. This would also have significantly decreased the price of crude and
products, not necessarily reducing refinery margins. It would have also sent a signal to
OPEC that $20-$22 crude is acceptable but their "basket " of now $25 minimum ($28-$30 WTI)
is unacceptable. Price elasticity has already reduced demand, and OPEC will see that
through June. I expect they will announce another reduction of at least 1-1.5 MMbd of
production by the middle of February. We need to address this issue as well. We need to
dilute Iraq's crude influence and now is the time. Many powerful OPEC nations, like the
Saudi's, want to increase their trade with their Arab brothers.

I also recommend having another key assistant to Secretary Abraham who deals with
international details and coordinates very closely with the United Nations and OPEC as
well as non-OPEC nations.

I can only offer you hard work, long hours and a broad experience. I would be honored to
work with you. I understand your probable interest in working with people you know. I
would most likely surround myself with people I know and respected. I ask only for an
opportunity to visit and hopefully gain your confidence and convince you to include me in
your team. .

I happen to have gone to Albion College and my Father and Mother still live in Albion. I
have asked Robert Teeter {(knew him at Albion) to be a reference. I also played
professional football for New Orleans Saints in 1967. This is the first year I have been
able to say that openly.

I know this is a long e-mail and there are many more issues to resolve. Thank you for your
consideration.
Good luck!

Sincerely,
Barry Siler
CEO

Kodiak Fuels
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& Chevron

Chevron Corporation
February 5, 2001 575 Market Street

San Francisco, CA 94105-2856

David J. O'Reilly
Chairman and Chief Executive Officer

The Honorable Spencer Abraham
Secretary

U.S. Department of Energy

1000 independence Avenue, SW
Washington, D.C. 20585

Dear Secretary Abraham:

It was good to meet you during President Bush's Inauguration. Attached is a letter | recently
sent to the President that outlines Chevron’s recommendations for a comprehensive U.S.

energy policy.

I support the Administration’s call to increase our energy supply, and improve delivery
infrastructure. Developing a consensus on a national energy policy will be very challenging.
One way to start building the consensus is to hold a “National Energy Summit,” bringing together
thought-leaders to address the pressing energy issues facing our nation.

in our meeting, we briefly discussed the electricity crisis that is gripping California. You may find
the attached Chevron paper on this issue of interest.

Chevron wants to be part of the solution to the energy challenges facing the U.S. Please do not
hesitate to call when we can be of assistance.

Sincerely, N
@m (& ((’{:/

Attachments
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S Chevron

Chevron Corporation
February 5, 2001 Shamron Corpor

San Prancisco, CA 94105-2856
President George W. Bush David J. O'Reilly .
The White House Chairman ang Chief Executive Offices

Washington, DC 20500

Dear President Bush:

Thank you for your call to the nation for a new approach on the way we address the energy
issue in the United States. | =pplaud your naming Vice President Cheney to head up a new
interagency team on energy issues. Too often energy development has been stymied by lack of
cooperation among the federal agencies that have jurisdiction over a specific project. Your
action is an important step in the right direction.

| am reminded daily of the seriousness of our nation's energy problems as | read headiines
about the electricity crisis in my home state of California. During the past two years, it has been
abundantly clear that the U.S. needs a clear, coherent energy policy. Your early leadership has
helped put this issue squarely before the nation. | strongly support your admonition that we
need to increase our energy supply, and improve the infrastructure that delivers energy to the
consumer. Attached are Chevron’'s recommendations for a comprehensive energy policy -- both
domestically and internationally.

Building the necessary national consensus around a sound energy policy will require that a
strong coalition be built. Already, special interests are promoting the old paradigm that
increasing energy production will compromise the environment. While the public is now keenly
aware that the U.S. is suffering from the lack of an energy policy, publiic opinion has not yet
jelled on why there is a problem —~ and what to do about it.

A positive first step toward building the necessary consensus should be to hold a "National
Energy Summit.” You have my commitment that we will provide Chevron's ideas on how to
define the energy problem facing the U.S. and how to craft a U.S. energy policy. Years of
federal neglect on fostering energy production cannot be reversed overnight. However, there
are a few early actions that will help begin to improve the energy environment. These actions
would suppart two goals — building a consensus, and eliminating federal barriers to increased
energy supplies.

In brief, | recommend the following:

1. Charge the Environmental Protection Agency (EPA) Administrator fo identify and address
federal barriers to permitting energy projects (e.g. projects to develop new supplies of
energy, and projects that produce cleaner transportation fuels). Although most permitting is
led by the states, EPA usually has an oversight role. Too often, this federal role is limited to
identifying problems with the state's permitting procedures, rather than acting to soive
problems. The federal/state interface on permitting issues should be evaluated to have EPA
act as an enabler to help states ensure permits for energy projects are both environmentally
sound and timely.
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President George W. Bush
February 5, 2001
Page 2

2. Promote legislation to address the balkanization of transportation fuels. Recent federal,
state and local reguiations have led to a patchwork of boutique fuel requirements, which
have contributed to supply constraints and increased fuel costs. Comprehensive energy
legislation should address the regulatory requirements affecting the nation’s motor fuel
supply. A federal plan should be developed to move the U.S. to nationwide performance-
based standards for gasoline and diesel fuels.

3. Proceed with domestic energy development, including Lease Sale 181 in the Eastern Gulf of
‘Mexico-scheduted for later this year. This announcement would complement and reinforce
your support to open ANWR, and demonstrate a commitment to reject unjustified opposition
to new energy leasing anc development.

4. Oppose any attempt to reinstate the iran-Libya Sanctions Act (ILSA) which sunsets on
August 5, 2001, and consider lifting or modifying the current Executive Order that prohibits
U.S. companies from doing business with iran. U.S. energy policy should recognize the
global nature of energy supply, and the role that foreign countries play in our nation’s energy
security. We urge your administration to support U.S. based companies efforts to expand
and diversify the supply of energy throughout the world. This includes your support for
eliminating ineffective, unilateral trade sanctions and promoting open trading relationships.

Longer term, there are several elements necessary for a oompréhensive energy policy. These
are discussed in more detail in the attached paper.

Again, | appreciate your commitment to pursuing a sound energy policy for our nation. If | can
assist in any way with the consensus building process, please do not hesitate to call me.

Sincerely,
SIS
Attachments
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Chevron’s Recommendations
For a Comprehensive U.S. Energy Policy

I. ENERGY POLICY OBJECTIVES o

An effective national energy policy that will stand the test of time is critical to sustaining
the strength of the U.S. economy and improving the quality of life throughout the world.

Historically, the government and the public have become most concerned about energy
[issues when prices rise rapidly or there are shortages. This occurs whenever energy
demand exceeds available supply - even by a small amount ~ due to politically imposed
constraints, unusual weathzr, regulatory uncertainty, or manufacturing and distribution
problems. In addition, there is increasing public concern about the impact of energy use
on air and water quality, and on the climate. To address these issues, Chevron renews its
call for the creation of a cohesive, long-term energy strategy.

Chevron believes that a comprehensive national energy policy should:

¢ ensure that energy supplies are sufficient to support economic growth which
improves people’s quality of life,

e encourage responsible use of energy in order to fulfill society’s expectations for
energy security, environmental performance and energy efficiency, and

¢ support basic and applied scientific research to improve energy availability,
utilization and environmental performance,

¢ recognize that significant advancements in technology and improved practices
permit discovery and development of energy resources with minimum
environmental impact. '

I1. POLICY PRINCIPLES

A. Efficient Markets -- Markets are the most effective means of meeting
consumers’ needs and maintaining a robust economy. Thus the government
should identify and remove impediments to an efficiently functioning marketplace
for energy, and work with other governments to do the same. Specifically:

o Fuel Neutrality -- The market should determine the source and use of various
fuels, and govern the introduction of new technologies. Government policies
should be fuel neutral and should not mandate or subsidize specific types of
fuels or energy. Regulations should allow all contenders to compete on a
level playing field, provided they meet environmental performance
requirements.

e Incentives --The govermment should provide no incentives or subsidies,

except to fulfill clear and overriding energy security or environmental
objectives.

- 27692



o Electricity Markets — U.S. policies should promote restructuring of the
electric industry to facilitate the development of electricity markets
characterized by price transparency; non-discriminatory, open access to
transmission and distribution; multiple, competing generators/suppliers; and
broad geographic scope. The government should support the creation of a
seamless, interconnected transmission grid, governed by non-discriminatory
standards and operating procedures.

e Tax Neutrality -- U. S. tax policy should not limit U.S. companies’ ability to
compete internationally with non-U.S. companiés. Misguided rules can
disadvantage U.S. multinationals through double taxation, administrative

- complexities or other burdens that are not borne by their non-U.S.
competitors. Most importantly, a full foreign tax credit is critical to avoiding
double taxativn and maintaining U.S. competitiveness.

o Gas Pipeline Regulations -- Government policies should continue to promote
competition in the gas transmission market by ensuring open access to
pipelines. There is significant competition at the supply end and burner-tip
end of the natural gas pipeline grid, yet there is little or no competition among
the interstate pipelines.

o Trade Relations -- Government policies should encourage economic
engagement with other countries and reject the use of energy policy to achieve
unrelated foreign policy objectives. We believe this is the best way to increase
the security and diversity of energy supplies, to promote economic prosperity
and to foster the growth of democracy, freedom and human rights. We oppose
any unilateral interference in the market, whether it’s through the imposition
of import duties/fees, trade sanctions or restricted trade relations.

o Inter-Governmental Collaboration -- The U.S. government should work
with Canada and Mexico to encourage a well-integrated North American
distribution system so that gas and electric resources can be developed and
efficiently moved to market. Significant supply, market and infrastructure
opportunities exist within all three countries.

B. Environmental Responsibility - Government policies should foster continuous
improvement in environmental performance while increasing both the supply of
energy and its efficient use. The nation’s environmental objectives should be
supported by scientific studies and implemented through performance-based
regulations. Specifically:

o Conservation -- Government should identify and support research programs
- that promote technological advancements aimed at significantly improving
efficient consumption of all sources of energy. The government should also
support expanding the information available to consumers concerning the
energy consumption of products in order for them to make more informed
decisions.
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Supply -- Government should acknowledge and support environmentally
responsible methods of discovery and development of new resources.

Global Climate Change - As indicated, there is increasing public and
government concern about global climate change. The govemment should
adopt policies to give companies credit for voluntarily reducing greenhouse
emissions. Furthermore, the government should fund research to better
understand global climate change and the influence of human activity on the
climate.

Fuel Supply -- Increased state and local regulatory activity has led to a
patchwork of boutique fuels requirements, which is contributing to supply
constraints and increased fuel costs. To better meet consumer needs, the
federal governrient should adopt nationwide performance-based fuel
standards for gasoline and diesel. Additionally, we support national standards
for fuel parameters that are necessary to enable emission control technology to
operate efficiently.

Energy Security -- Federal policy should encourage the expansion and
diversification of supplies of all sources of energy. Government should
acknowledge and support development of energy resources based on significant
technological advancements that permit discovery and development with
minimum environmental impact.

Access to Energy Resources -- Substantial federal policy and regulatory
barriers constrain the supply of U.S. natural gas and crude oil. They restrict or
prevent responsible energy development on most of the Outer Continental
Shelf and in many highly prospective areas of Alaska and the Rockies.
Govermnment must improve resource access, streamline application and permit
processes, eliminate unnecessary delays and reject unjustified opposition to
new energy leasing and development.

Commercial Advocacy -- Chevron supports an expanded U.S. government
role in advocating for overseas energy development projects of U.S.
companies. This helps them compete with non-U.S. companies that have
historically benefited from fiscal support and high-level advocacy by their
national governments (details on this principle as an appendix).

Strategic Petroleum Reserves -- We support a Strategic Petroleum Reserve
of crude oil that is owned and controlled by the federal government to deal
only with national emergencies. The funding of the reserve should be through
general revenues, and not through a requirement that oil importers set aside a
percentage of their imports or the monetary equivalent. We oppose the
creation of regional product reserves because they would interfere with the
efficiencies of the market and ultimately increase costs to consumers.

27694



D. Scientific Advancement -- The federal government has a fundamental role in
advancing basic scientific research, while the private sector is best suited to the
commercial implementation of new energy-related technologies. Specifically:

e The government should fund basic scientific research and support university
education in science and technology.

¢ The government should fund research in the fundamental science of climate.
Additional research by government, university and other scientific
organizations is needed to improve our understanding of the global climate.

The government should fund applied research, technology development and
demonstration projects in energy only in partnership with the private sector.
Such programs can be an important complement to private sector R&D
investments. Examples would include programs to improve energy efficiency
and to identify cost-effective climate change mitigation strategies and
technologies

ol

Attachment: Chevron Recommendations for U.S. Energy Policy:
International Energy Policy Component
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Chevron’s Recommendations for U.S. Energy Policy
International Energy Policy Component

The United States currently imports 56% of its petroleum resources and imports are
forecasted to reach 64% by 2020. The U.S.’s dependence on imports reinforces the need
for a long-term energy strategy that will ensure that energy supplies are sufficient to
support economic growth. From an international perspective, a comprehensive energy
policy should encompass the following objectives:

[

Ensure secure access to a broad amray of energy resources. This includes multiple
sources of supplies from a number of geographies, and from a variety of energy
sources (e.g. crude oil, LNG) and markets (e.g. OPEC vs. non-OPEC);

Foster open access to international markets;

Recognize that international market conditions are best fostered under rule of law and
transparent applications; ,

Create a level playing field for U.S. companies operating in the international
marketplace; '

Acknowiedge that policies of engagement are more effective than forcing a result or
imposing punishment through unilateral sanctions;

Encourage the U.S. Government to facilitate resource expansion by providing
innovative technical mentoring and financial support, particularly for those objectives
best achieved through governmental channels.

A. Normalize Trade Relationships

The U.S. Government should develop open trading relations with all countries in order to
increase the security and diversity of energy supplies. Positive U.S. economic
engagement is also the most effective means of promoting the values of responsible
economic and social development. Although there are many policy issues that must be
addressed with those countries with which we do not enjoy a normal trade relationship,
the government should continue to pursue trade policies that allow U.S. businesses to
invest and compete in countries where our overseas competitors are investing.

U.S. trade policy should take specific steps as suggested by the following examples to
normalize trade relationships in recognition that sustained U.S. economic growth is
dependent on strong international relations:

Continue bilateral consultative commissions which are effective in establishing
dialogues and improving economic and social engagement (recent examples of this
include the U.S.-Angola Bilateral Consultative Commission, U.S.- Nigeria Joint
Partnership for Economic Cooperation, the U.S.- China Oil and Gas Forum, and the
U.S.-Kazakhstan Joint Commission);

Ratify the U.S.-Vietnam Bilateral Trade Agreement;

Accelerate the process of reviewing export control applications.
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B. Enpagement vs. Unilateral Sanctions

The U.S. Government should recognize that policies of engagement are a more effective
means of promoting economic prosperity, introducing international business practices
and fostering democratic principles. Unilateral sanctions are ineffective and bave
restricted U.S. companies from doing business in markets that are open to our foreign
competitors. Unilateral sanctions result in reduced opportunities for U.S. construction,
supply, and service companies, which reduces jobs for U.S. citizens, as well as reduced
tax revenues for the United States. As an important step in moving away from a policy of
unilateral sanctions, the government should enact the Sanctions Policy Reform Act (the
Crane-Lugar bills) to require a more deliberative process to assess the full impact of
sanctions before it can invoke unilateral sanctions. In addition, the following actions
need to be taken to encourage economic engagement by U.S. companies:
o Rescind the Executive Orders banning oil-related investments in Iran, Libya and
Cuba.
e Repeal Section 907 of the Freedom Support Act, which currently limits U.S.
Government assistance programming to the government of Azerbaijan.

C._Encourage Good Governance Initiatives

The U.S. Government should assist transitioning economies to develop the institutions
and systems of good govemnance and support the rule of law. Assistance in support of the
rule of law provides an appropriate environment for ensuring the protection of
investments, provisions for worker safety and security, and the environmentally sound
development of energy resources. The government should be particularly supportive of
those sustained initiatives which have public/private sector participation and cooperation
as they are perhaps the most effective method of delivering such assistance. Participation
by host country or regions, along with practical programming with measurable targets, is
critical to the success of these initiatives

U.S. trade policy should undertake the following specific actions to continue to

encourage Good Governance and further increase energy supplies:

¢ Continue funding for the Office of Transition Initiatives as a rapid response
organization for Nigeria and other targeted countries;

¢ Partner with non-OECD countries to foster understanding and adoption of the OECD
Convention on Combating Bribery of Foreign Public Officials in International
Business Transactions;

o Fully fund U.S. obligation to pay U.N. dues arrearages to allow continued U.N.
programs in support of Good Governance initiatives.

D. Expand U.S. Govermhent Advocacy Role

U.S. government should expand its role as an advocate in securing new international
energy development projects involving U.S. companies, as well as in the resolution of
issues that arise during ongoing projects. U.S. companies are operating at a disadvantage
to their foreign competitors who enjoy the support of their own governments in providing
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fiscal and high-level direct government advocacy on their behalf. A coordinated,
interagency process that leverages the strengths of individual government agencies to
partner with U.S. companies can provide maximum support for U.S. commercial projects.
Advocacy efforts would also provide an opportunity to recognize the impact of U.S.

companies on sustainable development for transitioning economies.

- -

U.S. Government advocacy could provide assistance and expand U.S. energy resources
through:

Continued Congressional appropriations supporting U.S. Government agencies and

offices engaged in international advocacy, especially the:

— U.S. Department of Commerce: Advocacy Center, Foreign Commercial Service
offices;

—~ U.S. Department of Energy: Office of International Affairs;

— U.S. Department of State: Regional bureaus, USAID-OT], U.S. Embassies;

— U.S. Trade and Development Agency;

-~ Overseas Private Investment Corporation (OPIC);

— U.S. Small Business Administration (supporting businesses in developing
countries);

- U.S. Export-Import Bank

Mediation and demonstration of successful resolution of border disputes would open

new sources for exploration and development (examples include the Thailand/

Cambodia overlapping zone);

Sustained support for diversified export routes that promote regional cooperation

through commercially viable projects (the Caspian Pipeline is an example);

Technical mentoring in regulatory reform assistance (the West Africa Gas Pipeline is

an example);

Support for initiatives encouraging the use of environmentally friendly fuels to meet

growing power demand in developing countries;

Expansion of the Black Sea Oil Spill Response Program to the Caspian Basin;

Reinvigoration of a working group to set significant goals for the APEC Natural Gas

Initiative.
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CALIFORNIA’S ELECTRICITY MARKET: A PATH FORWARD
(1/12/00) T

EXECUTIVE SUMMARY

California faces complex policy issues as it grapples with tight electricity sapplies and
volatile prices. Chevron believes the state should not retreat from its goal of letting an
open competitive market provide a lasting solution. Markets are the most effective
means of assuring adequate supplies to meet consumers’ needs as well as maintaining a
robust economy. Accordingly, the state’s long-term plan to remedy the situation should
include measures to:

- o Increase new power generation and associated infrastructure.

Improve the siting process for power facilities.

Rely on transparent price signals, not price controls or caps.

Encourage wise use of energy.

Maintain assistance for low-income consumers.

o & o ¢

The state’s near-term efforts to address the current crisis should include measures that:

¢ Dampen demand through voluntary measures wherever possible.

¢ Address and. if possible, avoid “price shock” to consumers. Existing price
controls should be removed at the first opportunity.

e Do not jeopardize or discourage investment in, or operation of, existing or
future cogeneration. Unless they have contractual obligations to deliver
power, cogeneration facilities that are integral to an industrial process should
be encouraged, not mandated. to deliver power to the grid. The state’s need
for electricity must not be allowed to jeopardize generating facility equipment
or the associated manufacturing process, or violate permit requirements.

o Support the financial heaith of the utilities while ensuring utility shareholders
and consumers are treated equitably. Any rate increases should allow for the
review, audit and proper allocation of cost within an appropriate time period.

e Allow conformance with RECLAIM and other environmental requirements in
ways that do not jeopardize electricity supplies.

o Improve procedural practices and governance of the California Independent
System Operator (ISO)

The Federal Energy Regulatory Commission (FERC) should not impose cost-based
wholesale rate regulation for generation sold in the western states. In addition, the state
should not force consumers to pay all of the undercollected wholesale costs that have
accrued in utility accounts.

There are several key issues for Chevron which arise from its various roles:

o As a self-generator with significant investment in cogeneration facilities that
serve the majority of our electric load, we must prevent attempts by regulatory
bodies and utilities 1o use our facilities as if they were power plants designed
to operate for the benefit of the electric grid. We must also oppose regulatory
measures requiring our facilities to deliver power to the grid if they would
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cause damage to our cogeneration, producing or refining equipment, or cause
violations of warranties or permits.

e As a self-generator that sells excess power into the grid under regulated
conditions, we must ensure the prices paid for our surplus electricity
adequately compensate for the costs to generate.

e As a consumer, Chevron can maximize its contribution to reducing demand
for electricity by expanding participation in load shedding programs,
conservation and exploring alternative power generation at our facilities.

e As a provider of energy management services to other energy users, Chevron
offers services to help others in reducing their impact on the electric grid and
lowering operating costs.

o As an employer, Chevron can urge its employees to do their part to use
electricity wisely both at the office and in the home.

BACKGROUND/HISTORY

Throughout the early and mid 1990’s, California struggled with low economic growth.
Much attention was focused on reducing the cost of doing business in California. The
sky-high electricity rates (50% higher than the national average) coupled with the lack of
competition in suppliers (regulated utilities with prescribed service areas) led to political
discussion of electric utility deregulation. Business customers demanded “direct access”
to competing suppliers, residential customers wanted rate decreases, and utilities
demanded to be compensated for generating assets that they perceived would be
“economically stranded” if customers could access lower-cost supplies.

With a 25% surplus of generating capacity in the West and low natural gas prices
fostering the belief that new efficient gas-fired generation could produce less expensive
electricity than the existing utility nuclear and coal-fired plants, political leaders
fashioned legislation to achieve all these objectives (AB 1890), and the various
constituent groups (including Chevron) lined up in support. As enacted, AB 1890:

e Mandated collection as a surcharge on utility rates of “competition transition charges”
- CTC - to allow the utilities to recover investment in their “stranded” assets;

e Protected existing consumer cogeneration investments by not imposing charges for
CTC on the load serviced by those facilities;

o Provided residential and small commercial consumers with a 10% rate reduction, and
established a “freeze” on retail rates until each utility collected its generation-related
CTC or until 3/1/2002, whichever came first;

- o Established two entities (California Power Exchange — CaPX - and the California

Independent System Operator — ISO), the former to manage a the wholesale market

for electricity bought and sold in California and the latter to manage statewide

transmission of that electricity in real time.

Unfortunately, the electricity supply/demand model envisioned at the time AB 1890
passed did not materialize. The power surplus in the West was consumed by rapid
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economic and population growth in the region — demand soared, and once the surplus
was exhausted, wholesale power prices escalated quickly. New generating plants were
not built as siting problems arose (particularly local opposition to California plants) and
natural gas prices rose to levels which called into question the competitiveness of gas-
fired generation. In addition, deficiencies in implementation of AB 1890 such as the
rules for forward contracting exacerbated rather than helped the situation.” ~

In the summer of 1999, San Diego Gas & Electric announced it had collected its CTC
and emerged from under the rate freeze. For the first time in California, customers began
to get bills based on this new market reality as SDG&E passed through higher wholesale
prices to the retail consumer. The state’s other utilities (PG&E and SCE), still operating
under their rate freezes, have been caught in the conflict between higher wholesale prices
and an inability to pass through those costs.

It seems clear that the market mechanisms constructed by AB 1890 and implemented by
the CPUC, CaPX, and the ISO to “manage” an electricity market where costs and prices
were predicted to fall can not respond to the current market — a market with tight supplies
where costs and prices are rising. A good part of the problem is that the market was not
deregulated but “managed” and that both legislative and regulatory policies need to be re-
examined in today’s market conditions and altered to move California toward an open
market for electricity. Today’s problems suggest that a transition period of several years
may be necessary to overcome the market distortions of the past few years and bring
supply and demand into balance at lower price levels.

While Governor Davis criticized wholesalers during the last few months of 2000, his
most comprehensive response was part of his 2001 State of the State Message. Calling
deregulation a dangerous failure, he proposed a series of short-term measures ranging
from allowing the utilities to contract forward to new criminal penalties for withholding
power from the grid. He also proposed additional steps such as exploring a State Power
Authority to build and/or acquire generating plants. His strongest remarks criticized out-
of-state generators. Saying the state had surrendered control, he went on to assert
California must regain control over the power generated within the state and use it for the
public good. And that would include using his powers of eminent domain if necessary.
Finally, it is noteworthy that one of his most concrete proposals was to expand
conservation programs to help avoid short-term supply shortfalls.

CHEVRON POSITION

The state should not retreat from its goal of letting an open competitive market provide a
lasting solution. Markets are the most effective means of meeting consumers’ needs and
maintaining a robust economy. The role of California’s government and other
_stakeholders should be to identify and remove impediments to an cﬂicxently functioning
marketplace for electricity. More retail and wholesale competition is needed, not less.
The state should strive for an open marketplace where multiple purchasers are vying to

27701



buy power from multiple generators/suppliers in competition with each other. It must
also strive for an economic climate that encourages new energy investment of all types.

There are long and short term measures that need to be pursued to achieve the benefits of
fully competitive markets. We believe the following elements should be part of the
state’s Jong-term plan to remedy the situation:

« Increase power generation and associated infrastructure. There is no question
that new generation and infrastructure are essential. At the same time California is
part of a regional energy system. Therefore, it must participate with the other western
states in addressing what is really a regional power shortage. California need not be

- self-sufficient in electric generation. But it must expand or construct new generation
and transmission facilities and do so in locations that will support the stability of the
entire state and region=l grid. This does not mean just constructing new power plants.
Alternatives such as cogeneration and distributed generation should also be supported
for their fuel efficiency and rehiability benefits. In addition, both the state and region
must have new and upgraded infrastructure to ensure the West has integrated delivery
systems capable of getting fuel to the generator and electricity to consumers. This
means new or expanded natural gas pipelines and electric transmission/distribution
facilities.

As new generation and infrastructure are added, the market should determine the
source and use of various fuels, and govern the introduction of new technologies.
The state’s policies should be fuel neutral and should not mandate or subsidize
specific types of fuels or generating resources. Regulations should allow all
contenders to compete on a level playmg field, provided they meet environmental
performance requirements

e Improve the siting process. Environmental and land use constraints with “NIMBY™
pose significant hurdles and delays for proposed projects. Procedures for permitting
new and/or expanded generation and transmisston need to be streamlined to expedite
decision-making. Recent cases where local authorities have blocked the siting of
generation facilities point to the need for a better funded and more engaged
centralized authority for siting energy and infrastructure projects needed by the state
and region. The state authority should balance the state’s needs for power with its
commitment to environmental values and local decision-making. The state also needs
to work actively with federaily-chartered reglona] organizations in facilitating siting
of interstate infrastructure projects.

e Rely on transparent price signals. Price signals must be transparent to all market
participants. If the market is functioning freely, those signals will elicit the
appropriate responses to bring supply and demand into balance. Increasing prices
will induce consumers to reduce or alter their consumption as well as attract new
generation investment.. The resulting drop in demand and increase in supply should
then serve to lower prices. Government should not impose price caps because they
hide the market signals and lead to distorted responses. For example, price caps will
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discourage investment in new supplies because it may not be possible to realize the
needed return of, and on, those investments.

Encourage wise use of energy. Businesses and citizens should be encouraged to use
energy in the most efficient manner possible, while relying on the price mechanism to
send the appropriate market signals. Government should support expamding the
information available to consumers conceming the energy consumption of products
so they can make more informed decisions.

Maintain assistance for low-income consumers. The various safety net provisions
(e.g. lifeline rates) should be reviewed and updated as necessary to avoid significant

- undue hardship for low-income or other customer classes. This applies to the near

term situation as well. Some form of rate “stabilization” program by the local
distribution companies mnay be required for this group.

We recognize the state is facing a crisis demanding immediate actions as well. Finding
ways to reduce consumption of electricity will be the most effective near term response to
shortages and reliability problems. Overall, we believe the following elements should be
part of the state’s near-term efforts to address the current crisis:

Dampen demand through voluntary measures wherever peossible. Until more
generation supplies are brought on-line, voluntarily reducing energy demand will
provide relief to the system and help in avoiding blackouts. This starts by educating
the public about the situation and the need for conservation. Every effort should be
made to get the public, government agencies, and the business community “on board”
a voluntary conservation effort over and above those measures dictated by price.
There are also opportunities to improve the ability of business to participate in
“demand relief” or load-shedding programs with the IOUs and the ISO. For example,
Chevron has been preciuded from using standby generation to participate in those
programs by a regional air quality management district rule. Better coordination
among government agencies is needed to improve the effectiveness of demand relief
programs in the transition period.

Address and, if possible, avoid “price shock” to consumers. Consumers have not
yet been conditioned to respond to price signals by adjusting their consumption. In
fact, their conditioning has been delayed by shielding them from price signals under
the AB 1890 rate freeze. Consumers should receive market price signals as soon as
possible, but not in a way that creates a “price shock” that could trigger a revolt or
severe economic contraction.

e Wholesale price controls. Various officials have called for state and regional
caps on wholesale prices for electricity and natural gas. Price caps encourage
generators and traders to sell their power elsewhere to avoid the cap. Caps
also discourage investment in the new generation and associated infrastructure

- that the state and region need. History shows that such regulatory price
controls do not solve supply shortage problems. The current “soft” cap
implemented by FERC for California appears to avoid restricting term
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contracts or prohibiting wholesale generators from receiving spot prices above
a specified level. Nonetheless, FERC must be vigilant in monitoring the
effects of the soft cap and should remove it at the first opportunity. In the
long term, we do not support a cap.

o Retail prices. The CPUC has implemented higher interim retail rates for

PG&E and SCE consumers in an attempt to support the financial integrity of

the utilities. Such retail rates should be replaced with true retail market prices

at the first opportunity. It may be necessary to structure the transition to true
retail market prices over a transition period corresponding to the period that
new power supplies come on-line. This should be done in such a way that
consumers are shielded from extreme price volatility as they move to true
market retail prices.

e Cost shifting. The ISO and CPUC will be tempted to minimize the burden to
residential consumers by arbitrarily shifting costs onto industrial and self-
generation customers. They must resist that temptation. The long term
impact on California’s economy of such cost shifting could be devastating.

» Do not jeopardize or discourage investment in, or operation of, existing or future
cogeneration. All market participants must direct their efforts toward maximizing
generation supply. Unfortunately, proposed ISO policies would impose new costs on
customer-owned QF' generation. Additional proposals by the ISO and other agencies
would call upon QFs to generate power based on the needs of the electric grid rather
than the needs of the industrial process linked to the QF. These policies could lead to
disconnection from the grid and should be rejected. Calls upon QF resources in
system emergencies must not jeopardize their operations that are integral to
manufacturing processes. This means QFs should not be required to deliver power if
there is a risk of damaging their generating equipment, compromising the associated
industrial processes, or violating operating permit requirements. The price paid to
QFs should not be lower than their reasonable production costs plus a return on
investment. A price that does not reflect prevailing market prices or conditions will
create discriminatory prices that will distort investment and market signals.

e Maintain the financial integrity of the utilities. Having reliable power
infrastructure is important to the state. Introducing the complexities of a bankruptcy
filing and proceedings for the two largest state utilities will divert resources from
seeking meaningful solutions and prolong the period of financial uncertainty. Steps
should be taken to support the financial health of the utilities while ensuring both
utility shareholders and consumers are treated equitably. Any rate increases should
allow for the review, audit and proper allocation of cost within an appropriate period
of time.

' QF = Qualifying Facility. A Qualifying Facility is an electric generating facility meeting certain
performance and operating criteria under the Public Utility Regulatory Policies Act of 1978 (PURPA).
Cogencration is the most common form of QF generation. QFs generally receive payment for the
electricity they sell from the focal utility. The payments are based on the utility’s alternative cost of
providing that power, the so-called “avoided cost.”
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o Allow conformance with RECLAIM 2nd other environmental requirements in
ways that do not jeopardize electricity supplies. This year’s extraordinary power
demands have resulted in several generating stations in the South Coast district and
elsewhere exceeding their NOx emission allowances or caps under RECLAIM or
similar programs. As a result, several units were shutdown late in the year during
stage 3 energy emergencnes New procedures need to be put in place to-allow these
units to access emission credits quickly and maintain operations during system energy
emergencies. Credits could be obtained by such means as short term loans,
interpollutant exchanges, forward purchases, or allowing these units to otherwise
mitigate excess air emissions. )

. AB 970 was enacted last year to expedite permitting for generation dedicated to the
grid. The provisions of this law should be expanded to expedite the
approval/interconnecticn of customer-owned projects such as cogeneration and
distributed generation. Key agencies such as the CEC, CPUC, CARB, and ISO (and
the Legislature if necessary) also need to build upon AB 970 to develop reasonable
rules for expediting temporary generation projects. These projects include
reactivating idle plants, adding peaking plants, and bringing in temporary generation.

¢ Improve procedural practices and governance of the Cslifornia Independent
System operator (ISO). There is widespread recognition that the board of the ISO
needs to be reconstituted. In addition, the ISO continues to advocate and implement
counterproductive policies (see above comments on QF generation) without an
appropriate system of checks and balances. The ISO needs to be restructured to
ensure it is efficient, fiscally responsible and provides meaningful opportunities for
public review and due process.

Several extreme measures are being proposed which would be exceedingly harmful to the
state’s business environment and greatly hinder efforts to reach a solution. For example,
some officials have proposed establishing a state public power authority to own and
operate generation, transmission and distribution. Some consumer groups have proposed
“windfall profits” taxes. We oppose those proposals as well as measures which would:

¢ Establish cost-based wholesale rate regulation. Re-regulation would stall the
development of needed generation resources and infrastructure. It would divert
industry resources from efforts to improve the existing market structure consistent
with the state’s long-term vision of a competitive electricity market. It would also
frustrate the expectations of investors in divested or new generation, and create an
administratively unmanageablc regulatory structure. Cost-based regulation should be
rejected.

¢ Force consumers to pay all of the undercollected wholesale costs that have
accrued in the Transition Revenue Accounts (TRA). The total cost incurred by
the utilities for energy purchases from the PX has exceeded the revenues received
from their customers through frozen rates for energy. Under AB 1890, investor-
owned utilities are not entitled to recover “excess energy purchase” costs incurred
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during the rate freeze period. While a situation of the present magnitude was not
envisioned at the time of passage and some recovery of these costs is essential, the
utilities clearly accepted some degree of market risk in return for the long-term
benefits offered under AB 1890. Forcing consumers to pay the full amount of
accrued power procurement costs effectively transfers all the market risk to
consumers and holds the utility shareholders harmless. While the financial integrity
of the utilities needs to be maintained, consumers should not be forced to bear the full
burden of the accrued costs, either retroactively or at some time in the future.

CHEVRON ACTIONS/ISSUES

As the electricity debate continues in California, there are several key issues for Chevron
which arise from our positions as a significant self-generator, as a consumer of electricity
at facilities ranging in size from service stations to refineries, as a provider of energy
management services for other users, and as a major employer.

* As a self-generator, Chevron has two areas of significant concern:

e We have made major investments to take the majority of our electricity load off
the utility system. Thus, we must prevent attempts by regulatory bodies and
utilities to use those facilities as a source of revenue as if those facilities were part
of the electricity grid. In addition, attempts by regulated entities or agencies to
divert power generated by a cogeneration facility integral to a manufacturing
process must be deflected to avoid damage to equipment or violations of
warranties Or permits.

o Each of Chevron’s cogeneration facilities is certified as a “Qualifying Facility”
under federal statute and regulations. Chevron has contracts under which it has
the ability to sell surplus electricity to regulated Iocal utilities. We must ensure
that prices paid for our surplus electricity adequately compensate for the costs to
generate. The prices determined under the contracts and regulations must reflect
prevailing wholesale market prices to avoid discriminatory pricing that
discourages generating surplus.

e As a consumer, Chevron can maximize its contribution to reducing demand for
electricity during the shortage period by:

o Secking changes in regulations that will allow our operations to participate more
fully in “load-shedding” or “demand relief” programs offered by the utilities
and/or the ISO. For example, there are air district rules precluding us from using
standby generation in load-shedding programs.

» Pursuing further conservation efforts at our operations. It is unlikely that the
market will be allowed to send appropriate price signals during the transition
period, so we may have to conserve more than prices would suggest if we are to
assist the state in avoiding draconian measures triggered by Stage 3 emergencies.

o Explore other alternatives to generate power at our facilities — through distributed
generation, for example — and continue pursuing integrated distributed generation
solutions for other businesses and institutions.
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° As a provider of energy conservation/efficiency/management services to businesses
and institutions, Chevron can continue offering other energy users opportunities to
reduce their impact on the electric grid while lowering their operating costs.

e As an employer, Chevron can urge its employees to do their part to use electricity
wisely both at the office and in the home. Chevron’s current list of recommendations
for conserving energy at the office can be enhanced and expanded to include tips for
conserving energy at home. then actively communicated to employees.
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American Society of Civil Engineers

February 7, 2001 Washington Office
1015 15th Street. N.W., Suite 600
Washington, D.C. 20005-2605

. (202) 789-2200

Mr. Andrew D. Lundquist Fax: (202) 289-6797

Di " Web” hitp.//iwww.asce.org

National Energy Policy Development Group

The White House

1600 Pennsylvania Avenue, NW

Washington, DC 20500

On behalf of the 126,000 members of the American Society of Civil Engineers (ASCE), the country’s oldest
national engineering organization, I am writing to express our strong support for the Administration’s cffort
to develop a compreheasive national energy policy. Enclosed for your perusal are copies of all pertinent energy
policy statements adopted by ASCE’s Board of Direction.

Clearly all aspects of the energy issue need to be evaluated at this time, including exploration, development,
production, transmission, environmental mitigation, R&D, and conservation. Energy production and
transmission facilitics are important components of the nation’s vital infrastructure, which supports economic
growth and the quality of life our citizens have come to expect. From the gasoline price spikes of last summer
to the recent developments in California, the American people are growing more acutely aware of the need for
reliable energy sources.

One particular concern is the matter of developing domestic energy resources on the coastal plain of the Arctic
National Wildlife Refuge (ANWR). While ASCE believes it is a subjective value judgement of society as to
whether it is in the national interest to maintain ANWR as a wildemess area or to aliow environmentally sound
oil exploration and development, it is our view that if ANWR is developed, it can and must be done in an
environmeantally responsible manner.

In closing for now, let me add that ASCE has hundreds of technical committees, many of which deal with
aspects of the energy issue. ASCE also publishes the Journal of Energy Engincering. If we can be of any
assistance, please contact Mr. Casey Dinges, ASCE Managing Director for Communications and Government
Relations at (202) 789-2200 or cdinges(@asce.org. Thank you for your attention.

Regards.
Sigcerely, { %’
@aﬁs, PE.

Executive Director and CEO

Enclosures

cc ( w/o enclosures): Paut O’Neill Casey Dinges
Spencer Abraham Donald Evans Bnian Paliasch

Norman Mineta Ann Veneman Bruce Gossett

Major Thompson Jon Esslinger
Civil Engineers - Designers and Builders of the Quality of Life
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NATIONAL COAL COUNCIL, INC. 06 2k v\l
1730 M Street, NW ¢ Suite 907 :
Washington, DC 20036

PHONE: 202-223-1191
FAX: 202-223-9031

Website Address: nationalcoalcouncil.org

February 7, 2001 T

2001-003695 2/8 A 9:29

The Honorable Spencer Abraham
Secretary of Energy

U.S. Department of Energy
Room 7A-219

1000 Independence Avenuc, S.W.
Washington, D.C. 20585

Dear Mr. Secretary:

With the recent establishment of the National Energy Policy Development Task Force by
President Bush, and your appointment by him to that Task Force, the members of The National Coal
Council, Inc. thought it appropriate to share with you the enclosed brochure. You will see that it is a short

and concise summary, using Council reports, outlining the role that coal plays in our nation’s energy
supply, economic strength and environmenial protection.

The Council membership trusts you will find this information useful as the Task Force, under the

chairmanship of Vice President Chaney, undertakes its work. The Council stands ready to assist you in this
effort in whatever way you choose to ask.

Sincerely,

o

[ =]

Robert A. Beck s

Executive Director o

DO

N

cc: The Honorable Richard Cheney
Vice President of the United States
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A Federol Advisory Committee 1o the U.S. Secretary of Energy
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COAL
the essential, secure, affordable, and environmentally
compatible U.S. energy source

i

! As a public agvisory commuttee tc ine Secrerary of Energy imtiaily crarterec . 1535, The Vaticrai Coal Counci =as compilec 32 recerts aihe
l Secretary's requesi on numerous I1ssues affeciing ccal and U'.S erergy coicy  Te *actiai ‘'nformation in this paper. arc e conciusicns £asec
] thereon, are drawn ircm these siudies and the documents used ic compiie them. il o wricr nave déen submitted i the Secretary of Sners:

H

Coal Fuels U.S. Economic Growth use will be necessary to support economic
, and population growth and is compatible

U.S. coal consumption has doubled with a clean environment.

since 1970, increasing from 520 million

tons in 1970 to over 1 billion tons in Coal is a Secure U.S. Domestic

1999, and the use of coal to generate Energy Source

electricity has increased nearly threefold

in this period of time. Virtually ali of the coal used in this

country is produced in the U.S.
This increased coal use has heiped the
economy to more than double aver the
period, increasing 155 percent from U.S.Energy Imports - 1999
$3.54 trillion (1996 dallars) in 1970 to
$9.03 trillion (1996 doltars) in 1998.

88

-3

Over the same period, U.S. population
grew 33 percent, increasing from 205
million in 1970 to 273 million in 1999.

3

-
o
e

percent of requirements

Nevertheless, over this pernod air oil Gas Coal

emissions decreased more than 35 The U.S. currently imports virtually no
percent. ‘

coal, but imports 59 percent of its oil and
16 percent of its natural gas. Plus,
domestic extraction and production of
these two fuels faces challenges far
greater than coal.

U.S. Coal, Emissions, Population, and Economy, 1970-1999

The U.S. thus has control over this
energy resource: t is not subject to

0 ——— — embargo or carteldriven price increases
FEOEL LIPS LSIPESS by intemational suppliers.

Year
TTT T GrossDomestic Product . T Coal Consumption

SRR sk oy vk o The U.S. is in no danger of running out
of coal: U.S. coal reserves are
) v estimated to last, at current
Given our economy’s requirement for low consumption rates, for neary 500 years.
cost, available electricity, increased coal

8 8 8 8 W

1970 levels equal 100

THE NATIONAL COAL COUNCIL, INC.
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Coal reserves are found in 38 states,
and electricity generated from coal is
consumed in all 50 states.

As Coal Use Increases, Coal
Prices are Decreasing, Unlike
the Prices of Other Fossil Fuels

Over the past two decades, coal use
has increased 40 percent, from 740
million tons to over 1 billion tons by

1999.

Over this same period, coal prices have
decreased 20 percent, from $1.60 per
MMBTU to $1.22 cents per MMBTU.

Recent events show an even more

dramatic price differential between coal
and other fossil fuels.

Cost of Fuel for Electric Generation, 1970-1999
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T Coal = T Peuoleum = ° " Natural Gas

And, over the past three decades, the
cost of coal for electric generation has
been lower and less volatile than other

~ fossil fuels used to generate electricity.

Coal is Essential for Electricity

In 1970 coal accounted for the net
generation of 46 percent of the electricity
at US electric utilities. -

1970

G Coal

S Netrsd gos

D petraieum

O Nuttesr power
B Hydro power

This contribution had increased to 55
percent by 1999.

1899

S Coxd

B Nohrs gas

O petraleum

O NuCsar poacr

B Hyxiro powar

Coal will remain the primary fuel source
for electricity generation in the U.S. for
the foreseeable future.

Electricity demand will increase
exponentially as it is required to drive
the economy of the future, including
computers, the Intemnet,
telecommunications, information, and
related technologies.

THE NATIONAL COAL COUNCIL, INC.

27711



Coal is Compatible With a Clean
Environment

Even as coal use has increased rapidly, ' _

emissions in the U.S. have decreased
significantly. Our air is cleaner.

Since the 1970 Clean Air Act, coal use
in the U.S. has doubled.

U.S. Coal Consumption and Emissions, 1970-1999
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1970 levels equal 100
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— Coal consumption « o = Criteria emissions

Nevertheless, over the same period of
ne, emissions, as measured by EPA
tor the six criteria pollutants (carbon
monoxide, lead, nitrogen oxide, ozone,
particulate matter, and sulfur dioxide)
decreased more than 35 percent.

Coal Stays Committed to a
Clean Environment

Over the past three decades, U.S.
industry has invested over $50 billion in
cutting edge clean coal and
environmental technologies.

This investment has paid off: Research
and development efforts produced
technology advances that continue to
reduce the emissions produced per unit
of coal consumed. Currently the rate of
emissions is only one-third of what it
was in 1970 - a 70 percent
improvement in environmental
efficiency.

Emissions Per Ton of Coal Use, 1970-1999

1970 levels equal 100
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This commitment continues as coal
research and development addresses
future environmental challenges such as
global climate change. Through a
partnership with the U.S. Department of
Energy, coal supports the "Vision 21
program to reduce emissions o near
zero by 2020.

Specific Achievements in
Reducing Emissions While
Dramatically Increasing Coal
Use

Over the last decade, sulfur dioxide
emissions decreased 28 percent.

U.5. Emissions Resulting from Coal, 1988-1997

o on th d short tons emitted per unit of consumption)
120
g
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= "= Nitrogen Oxide = * ™Particulate Mattes = Sulfur Dicaide

Nitrogen oxide emissions decreased 15
percent.

Particulate matter emissions decreased
13 percent.

THE NATIONAL COAL COUNCIL, INC.
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Coal is Essential to Produce the

Electricity Required to Drive
Future U.S. Economic Growth

The U.S. economy requires more
electricity to grow. Recently, U.S.
electricity requirements have increased
over four percent annually, and are
forecast to increase nearly 35 percent
within 20 years.

Coal will be required to help fuel this
growth.

The use of coal to generate electricity
has nearly tripled since 1970.

The U.S. Energy Information
Administration forecasts that coal will
continue to be the major source of U.S.
electricity generation at least through
2020.

Coal Supports Vision 21 Plant

The future for coal is bright, and it will
play a key role in the U.S. Department
of Energy's Vision 21 program.

This effort expects to lead to a nearly
pollution-free energy plant by the next
decade. Emerging technologies allow
consideration of coal as a "carbon ore”
which can be used as a raw material not
only to produce energy, but also as a

source for valuable carbon-based
products such as nanofibers, foams,
and lightweight composites. Co-
production of energy and carbon-based
products can be achieved with almost
zero environmental impact.

Artist's concept of Vision 21 poliution-free
energy plant

Sources: U.S. Department of
Commerce, Bureau of the Census and
Bureau of Economic Analysis: U.S.
Department of Energy, Energy
Information Administration; and U.S.
Environmental Protection Agency
information as used in previous reports
of The National Coal Council. 1985-
2000

Prepared for the The National Coal Council, Inc. by Management Information Services, Inc.;
Washington, D.C., www.misinet.com © 2001,

THE NATIONAL COAL COUNCIL, INC.
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2001-002182

Department of Energy
Washington, DC 20585
February 8, 2001
Mr. Richard L. Fillman
Chairman
--PGC Process Gas Consumers

1275 Pennsylvania Avenue, N'W.
Washington, D.C. 20004-2415

Dear Mr. Fillman:

We have received your correspondence dated January 26, 2001, requesting a meeting
with Secretary Spencer Abraham to discuss national energy policy.

We have forwarded your request to the Secretary's Office of Scheduling and Advance.
A staff member from that office will notify you regarding the status of your request.

If you have any questions, please call Ms. Robyne Johnston at (202) 586-5534.

Sincerely,

Qoo g

s N. Solit
Director,_ Executive Secretariat

@ Printed with soy ink on recycied papet
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A Touchstone Energy* Cooperative )gt)(

<

4301 Wilson Boulevard

Arlington, Virginia 22203-1860

Telephone: (703) 907-5500

TT-(703) 907-5957

WWW.Nreca.org February 12, 2001

“The Honorable Spencer Abraham
U.S. Department of Energy
1000 Independence Ave., SW
Washington, D.C. 20585

Dear Secretary Abraham.

Congratulations on your confirmation as the new Secretary of Energy! You have
accepted one of the most challenging and exciting jobs in government today, leading the
government'’s efforts to secure America’s energy future.

As you know, energy is the fundamental driver -of our economy and key to U.S. global
competitiveness. Affordable, reliable energy is necessary for the well-being of all Americans.

The National Rural Electric Cooperative Association represents more than 900 electric
cooperatives serving 34 million people in 46 states. Electric cooperatives generate 64 percent of
the power for our consumers and purchase the rest. Cooperatives are consumer-owned and have
proved to be an effective business model for people to provide themselves with reliable,
affordable, and safe electric power.

As generators and consumers of electricity, we are vitally concerned with the direction of
energy policy in this country. To ensure adequate supplies of electricity as the national demand
grows, we need policies that emphasize the contribution of a diversity of fuels including coal,
natural gas, nuclear power, hydroelectricity, and renewables. We need to increase our
investments in science in areas such as clean coal so that we will have technologies that produce
clean energy, improve energy efficiency and conservation, and enhance our economic
competitiveness. And we need to address difficult issues like the disposal of nuclear waste.

Ilook forward to working with you as the nation addresses this critical issue. In crafting
a new energy policy, we have the opportunity to improve the lives of every man, woman, and

child in this country. '

NN

Glenn English
Chief Executive Officer
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"STANLEY C. HORTON
CHAIRMAN

February 12, QBOI

The Honorable Spencer Abraham
Secretary of Energy

1000 Independence Avenue, SW
Washington, DC 20585

Dear Secretary Abraham:

1 am writing to commend your early actions and leadership to help
develop a cohesive energy policy for the U.S. and North America. INGAA
members include interstate natural gas pipelines in the U.S., interprovincial
pipelines in Canada and PEMEX in Mexico.

Your proposal to seek ways to burn coal cleaner in electric generating
plants is commendable and I would like to offer the services of the natural gas
pipeline industry to achieve this goal. Several years ago, the department,
through your clean coal technology program, explored possible co-firing of
coal and natural gas together as a means of emissions reduction. A co-firing
demonstration program at an eastern utility coal-fired power plant showed
much promise as a means of dramatically reducing sulfur dioxide and oxides
of nitrogen emissions.

Furthermore, a study by INGAA showed that the 10 worst polluting
coal-fired power plants in the U.S. all were within two miles of natural gas
pipelines. Unfortunately, electric utilities did not embrace this technology for
a variety of reasons.

As DQE renews its focus on cléan-buming coal, I offer our assistance
again to explpre using coal and natural gas together as a cleaner burning fuel
in this time of energy supply shortages.

I would be pleased to meet with you or your staff to discuss this
proposal in more detail.

Sincerely,

=Tl A el

{NTERSTATE NATURAL GAS ASSOCIATION OF AMERICA
10 G STREET, N.E., SUITE 700 WASHINGTON, D.C. 20002 & 202/216-5901 ® FAX 202/216-0870
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February 12, 2001

The Honorable Spencer Abraham
Secretary

U.S. Department of Energy
Washington, DC 20585

By Fax: (202) 586-6210

REQUEST FOR MEETING ON THURSDAY, MARCH 1 REGARDING
ENVIRONMENT, R&D AND ENERGY ISSUES AFFECTING COAL-BASED
ELECTRIC GENERATION

Dear Secretary Abraham:

T am writing today to request a personal mecting with you on Thursday, March 1 between the
hours of 9:00 am and 5:00 pm. Those in attendance would be William T. McCormick, Chairman
and CEO of CMS Energy, irl Engethardt, Chairman and CEOQ of Peabody Coal as well as several
other CEOs from the investor-owned utility, rural electric cooperative, coal and rail industries.
Messrs. McCormick and Engclhardt co-chair an informal coalition of these industries advocating
the public policy interests of coal-based generation.

We would appreciate the opportunity to meet with you for approximately 30 minutes. We will
follow up with your appointments secretary to confirm the most suitable time on March 1.

With best regards, . [ &(
. - N\ ¢ 604 mw '(/l’l— “)0_'1 :
David G. Mengebier Ao y f’(d Y

1016 16ih Street, NW e 5ih Foar « Wastungion, OC 20036 » Tel: 202 293 5794 « Fax 202 223 6178

*% TOTAL 'PQG%71717



American Association of Petroleum Geologists -

2001-004555 271G P gty

February 12, 2001 MARLAN W. DOWNEY

The Honorable Spencer Abraham ) 5002 Yardiey Court :
Secretary of Energy Daliss, TX 75248 .
United States Department of Energy Phone: (972) 713-8634 ;
1000 Independence Avenue SW -~ Fac (972) 7130335 d
Washington, DC 20585 E-mail: mariandowney@mindspring.com

Dear Secretary Abraham,

As | write, our Nation faces an ever-growing production shortage of domestic oil and ever
increasing imports of foreign oil. This dependence holds America hostage. Natural gas, the
environmentally desirable alternative to coal and oil for electric generation and domestic use,
has dramatically risen in price. Demand is soaring much faster than supplies can be
discovered, permitted, developed, and transported to the U.S. market. We need an effective
United States energy policy.

The world and the U.S. will face severe shortages in the next fifty years, perhaps much sooner.
Although the United States is blessed with substantial oil and gas production, have a very large
natural gas resource base and a large oil resource base, the sad fallout of no policy is around
us everyday. Consumers are faced with threats of fuel price spikes, fuel curtailments,
brownouts, and skyrocketing energy prices, the net results of the lack of a coherent policy.

The American Association of Petroleum Geologists (AAPG), with other scientific professional
and leamed societies representing more than 100,000 professional energy scientists, '
engineers, and other resource specialists, is convening a one-day conference in Washington,
DC, on April 23, 2001, to address the need for a national energy policy. Expert individual
presentations and paneil discussions will address the rationale, necessary elements, and the
structure needed to develop a national energy policy.

| invite you to speak at this important conference on Aprit 23, 2001, at the Army and Navy Club
Farragut Square, 901 17" Street N.W. We could schedule your talk in the moming or aftemoon
for your convenience. This is an important endeavor and your participation would be most
beneficial for a successful outcome.

Please contact our conference coordinator, Dr. Lee Gerhard, former State Geologist of Kansas
with your response. Lee can be reached at (785) 864-3965, fax (785) 864-5317 or e-mail:
igerhard@ukans.edu. Thank you!

Sincerely yours,

Modae w.

Marian W. Downey

abraham.energyconf
meg
Mail: P.O. Box 979, Tulsa OK 74101-0979 USA « 1444 South Boulder, Tulsa, Oklahoma 74119 USA _e Phone: (9182W 1 8

N
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The Honorable Spencer Abraham
United States Department of Energy
1000 Independence Ave SW
Washington, DC 20585

Dear Secretary Abraham:

I'plan to be in Washington March 19-20 with members of the Nebraska Department of
Agriculture’s Director's Aavisory Panel on Agriculture. As part of that visit, we would like to schedule
a mecting with you, or 2 representative of your office, to discuss agriculturo-energy policy issues. We
would like to address topics such as the direction of the U.S. energy policy under President Bush; the
increase of fire] and natural gas prices apd what, if anything, can be done to moderate those prices; and
the potential role of agriculture m serving America’s energy needs.

The Director’s Advisory Panel is comprised of persons Governor Mike Jobanns and I look to for
advice on agricultural issues. All panel members play mportant roles in Nebraska agricalture. 1 think
you will find these members of the Director’s Advisory Panel are well-versed in agricultural policy and
could offer valuable discussion.

Panel members traveling to Washington with me and Deputy Directar Greg Ibach are
Phil Hardenburger, past president of the Nebraska Pork Producers; Norman Husa, United Soybean ‘
Board; Alan Janzen, past president of the Nebraska Cattlemen; Rodney Hassebrook, past president of the
Nebraska Com Board; Keith Olson, first vice president of the Nebraska Farm Bureaw; and Paul Warfield,
First National Bank of Oraha. Stan Garbacz, Ag Promotion and Development administrator of the
Nebraska Department of Agriculture, plans to attead also.

We request one-half to ane hour of your time for our discussion on either Monday, March 19, or

Tuesday, March 20. Cmmﬁy,wchawammbcofopmingsinourschednlcthntegnbeoqsidaadby
calling Bobbie Kriz-Wickham at (402) 471-6860. She can provide you with further information about

our trip. 1 look forward to hearing from you
Sincerely,
EDEPE }Ww
Merye

Director .
02DAT sbechemtl -
DEPARTMENT OF AGRICULTURE, 301 CENTENNIAL MALL SOUTH
Website: wwror.oge state.ne.us

Admministradon L Laboratortes Buesu of Anlmnl industry  Buneou of Deiries & Foods Bureau of Plant ndusry Wasghry ond Mezsres

_ PO. Bax 94947 3703 South 14t Strest £.0. Bax 94787 . PO. Box 95064 P.O. Bax 94736 P.O. Box 94757
Lincoln, NE 635094947 Lncoin, NE 68502-5399 Lnooin, NE 685094787  Lincoln. NE 63509-5064 Lincoln. NE 685094756 Lincaln, NE 68509-475"

1H0D) 471-2341 (e02) 471-2176 1402) 471-2351 {402) 471-2536 402 471-239%4 1402 4714292
X (402} 471-2759 FAX: (402) 471-0091 FAX: {402 4716893 FAX: 402) 471-2759 FAX: (402} 4716892 FAX: (402 471-2759

An Equs! OpporiunityAffiemative Action Employer
€3 Privad wih a0y ik on rocycied paper )
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NUCLEAR ENERGY INSTITUTE
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February 15, 2001

The Honorable Spencer Abraham
Secretary

Department of Energy

Forrestal Building

1000 Independence Ave., SW
Washington, DC 20585

Dear Secretary Abraham:

On behalf of the nuclear energy industry, I would like to request the opportunity to
meet with you at your earliest convenience to discuss nuclear energy’s important
role in national energy policy. Nuclear energy provides 20 percent of our nation’s
electricity safely, reliably, and competitively. Importantly, it is also our largest
source of emission-free electricity.

I will be accompanied by several of the Chief Executive Officers of major utilities
who are members of NEI and can speak first hand about the tremendous
opportunities presented by nuclear technology. Please call me or have your staff
contact Mr. John Kane, Vice President of Government Affairs, at (202) 739-8060 if

we can answer any questions.

I thank you for your consideration of this request, and look forward to meeting with
you to discuss these important and timely matters.

Sincerely,

olvin

1776 1 STREET NwW SUITE aoC WASKING IO, DT 202Ce-3708 PRCNE 202 /50 BCTE fAx oD 785 1898

-
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Carter, Douglas

from: Anderson, Margot
Sent: Thursday, February 15, 2001 7:34 PM
To: Carter, Douglas
Subject: FW: DOI energy insert -- section 5
en010215 energy -
maoterrnol inse.. Doug ,

These comments are from DOI - can you find a home for them in chapter 57
Margot

————— Original Message-----

From: Kelliher, Joseph

Sent: Thursday, February 15, 2001 7:30 PM
To: Anderson, Margot

Subject: FW: DOI energy insert -- section 5

Suggestions from DOI

————— Original Message----- ]
From: Tom_Fulton@ios.doi.gov%internet [mailto:Tom_Fultonlios.doi.gov)
Sent: Thursday, February 15, 2001 5:37 PM
To: Kelliher, Joseph
ibject: DOI energy insert -- section 5

William

Bettenberg To: Tom
Fulten/SI0O/0S/DOI@DOI

. cc: Benjamin

Simon/PPA/0S/DOIEGDOI,

0271572001 Theodore Heintz/PPA/0S/DOIRDOI,
Indur

05:07 PM Goklany/PPA/0S/DOI@DOI

Subject: energy -- section

5

Here’'s the second attempt.

(See attached file: en010215.energy materrial insert section 5--v2.wpd)

o - 27721
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UNIVERSITY OF CALIFORNIA, BERKELEY

BERKELEY - DAVIS + IRVINE - LOSANGELES - RIVERSIDE * SANDIEGO - SANFRANCISCO SANTA CRUZ
ENERGY AND RESOURCES GrOUP DAniEL M. KAMMEN

310 BARROWS HALL ASSOCIATE PROFESSOR OF ENERGY AND SOCIETY
UNIVERSITY OF CALIFORNLA ) Dmecror : -

BERKELEY, CA 94720-3050 RENEWABLE AND APPROPRIATE ENERGY LAB {RAEL)
ERG: hup://socrates.berkeley edu/erg Eman: dkammen@socrates.berkeley.edu

PERSONAL htip://socrates.berkeley.edu/~dkammen
RAEL htp://socrates. berkeley.edu/~rael

2001-005333 2/26/01 4:28 miwswnom

FAX (510) 642-1085

February 16, 2001

The Honorable Richard Cheney, Vice President
The White House

1600 Pennsylvania Avenue, N.'W.

Washington, DC 20500

Dear Vice President Cheney:

We applaud your efforts as you begin a comprehensive review of U.S. energy policy. This critical
initiative is long overdue, and is particularly relevant today as the California energy crisis illustrates
the deficiencies in regional and national energy policy and planning. Additionally, as the threat of
global climate change is becoming widely acknowledged in the U.S. there is a growing
understanding that a responsible national energy policy includes a global chimate change mitigation
strategy that can be environmentally effective and economically advantageous.

We arc concemned that the current crisis mentality pervading the discussions of encrgy 1ssues in the
country has fostered an ill-founded rush for “quick fix” solutions that, while politically expedient,
will ultimately. do the country more harm than good. 1t is critical to examine all energy options. The
potential for renewable energy technologies and energy efficiency to have a significant positive
impact on our energy future is such an example of an opportunity that demands far greater
examination and commitment to implementation than we have seen to date.

In the last decade the case for renewable energy has become compelling economically, socially, and
environmentally. For many years renewables were seen as environmentally and socially attractive
options that at best occupied niche markets due to barriers of cost and available infrastructure. That
situation has dramatically changed. Renewable energy resources and technologies — notably solar,
wind, small-scale hydro, and biomass based energy, as well as advanced energy conversion devices
such as fuel cells — have undergone a revolution in technological innovation, cost improvements, and
1n our understanding and analysis of appropriate applications. There are now a number of energy
sourccs, conversion technologies, and applications, where renewableenergy options are either equal,
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or better, in pricé, and equal, or better; in services provided than are the prevailing coal, oil, and gas
technologies. For example, in a growing number of settings in industnalized nations, wind energy is
now the least cost option across all energy technologies with the added benefits of being quick to
install and bring on-line, and modular. In fact, some farmers in the Midwest can generate more
income per hectare from the electricity generated by a wind turbine on their land than from their
crop or ranching proceeds. Furthermore, photovoltaic panels and solar hot water heaters placed on
buildings and houses across America could help reduce consumers’ energy costs, produce a healthier
living environment, and increase our energy supply while stabilizing our energy demand.

California’s energy crisis has recently caught the national attention and raised fundamental questions
-about regional and national energy strategies. Rising demand suggests the need for new energy
supplies, and certainly some new energy capacity is needed. However, there 1s a wide range of
options for achieving supplv and demand balance, and some of these options are not being given
adequaie atiention. Governor Davis in California is acw emphasizing policies that put the state into
the position of brokering power purchases. Not only is this unlikely to be economically efficient, it
fails to address the underlying problems of market manipulation and under-investment in capacity
expansion of new, clean, technology development and installation. We believe that statewide, public
sector investment in renewable energy generation, combined with increased municipal control of
electricity production and retail sales, would offer a better and more meaningful long-term solution
to the problems that electricity deregulation has raised.

In general, the absence of past state and federal leadership has meant that we have seen too few
incentives for energy conservation and efficiency measures, little attention to appropnate power
plant siting issues, and lack of long-term concem for transmission and distribution bottlenecks. At
the national level drilling for oil in Alaska’s Arctic National Wildlife Refuge is one step that could
be taken to increase oil supplies. Yet, it would have a negligible affect on electricity production, and
would not significantly reduce oil prices, improve energy security, or alleviate the trade deficit. Any
oil and gas found will be trivial in comparison with global production and long-term U.S.
consumption. This combined with the economic and environmental costs of such a proposal make
disrupting the Arctic Refuge an unnecessary step, and illustrate a lack of integrated energy planning.

We firmly believe that the ultimate solutions to meeting our nation’s energy needs must be based on
private sector investment, bolstered by well-targeted government support such as tax incentives for
emerging energy technologies and R&D. This must be coupled with policies that gpen markets to
new generating capacity, rather than through federal subsidies for programs to increase energy
supply using aiready mature technologies. This latter strategy would only generaie neac-term and
incremental paybacks, while doing little to promote energy security or advance social and
environmental goals. Instead, we now have the opportunity to build a sustainable future by engaging
and stimulating the tremendous innovative and entreprencurial capacity of the U.S. private sector. To
accomplish this, we must develop policies that guarantee a stable and predictable economic
environment for advancing clean energy technologies. This can be further bolstered by market
incentives to reward actions that advance the public good. The Federal Energy Task Force has the
opportunity to clarify federal policies, build a sustainable encrgy research base, encourage siate and
regional initiatives, and build dynamic markets and industries focused on clean energy options. With
these thoughts in mind, we present several options that address both the short-term need to increase
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energy supply and the long-term goal to have a sustainable, economic and environmentally sound
U.S. energy policy.

e Increase federal R&D funding for renewable energy and energy efficiency technologies. To
date, federal investment in renewable energy and energy efficient technologies has been sparse

" and erratic, with each year producing an appropriations battle that is often lost. The resulting
financial and policy uncertainty discourages effective energy technology development and
deployment in the marketplace. With energy now a clear national prionity, funding for the U.S.
Department of Energy's Energy Efficiency and Renewable Energy Program must be
substantially and systematically increased. The realization that R&D funding provides a cntical
driver to economic growth resulted in important commitments, particularly in the life sciences, to
doubling R&D funding in five years. The same return on investment exists in the energy sector,
but it has not been translated into similarly increased R&D funding for new renewable and
energy efficiency techuuiogies. If the U.S. cxpects to be a woild leader :n this industry, as it is in
the biomedical and high-tech sectors, such investments in renewable energy and energy
efficiency are essential. (See Appendix, Note 1)

¢ Provide tax credits in addition to tax cuts for companies developing and using renewable
energy and energy efficiency technologies. The R&D tax credit has proven remarkably
effective and popular with private industry, so much so that there 1s a strong consensus in both
Congress and the Administration to make this credit permanent. Clean energy must be a national
priority, and given the importance of private sector R&D in commercializing new technologies,
an additional tax incentive for R&D investment in renewable and energy efficiency technologies
1s exactly the type of well-targeted federal policy that is needed. Furthermore, tax incentives
directed toward those who usc the technologies would provide the ‘demand pull’ to accelerate
the technology transfer process and rate of market development. The U.S. has largely lost its
position as the global leader in energy innovation resulting in the loss of jobs and earning
potential for U.S. companies precisely at the time when the international market for clean energy
technologies 1s booming. Our domestic industrics as well as the global energy economy would
both benefit directly from a renewed commitment to U.S. clean energy leadership.

¢ Institute improved efficiency standards for residential and commercial water heating and
space heating and cooling, and motors and appliances. Significant advances 1n heating and
cooling system efficiency, and for motors and many appliances, have been made, but more
improvements are technologically possible and economically feasible. A clear federal statement
of desired improvements in system efficiency 1s needed to remove uncertainty and reduce the
economic costs of implementing tirese changes. If such a federal mandate existed then efficiency
standards for heating and cooling, and for motors and appliances would begin to gradually
increase, helping to expand the market share of existing high efficiency systems, as well as
spurring a wealth of further improvements. -(See Appendix, Note 2)

¢ A federal renewable portfolio standard (RPS) to help build renewable energy markets. The
RPS is a renewable energy content standard, akin to efficiency standards for vehicles and
appliances that have proven successful in the past A gradually increasing RPS is an economic
way of ensuring that a growing proportion of electricity sales are provided by renewable energy,
and 1s designed to integrate renewables into the marketplace in the most cost-effective fashion.
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In this mannér, the market picks the winning and losing technologies and projects, not
administrators. We recommend a 20 — 25 percent renewable energy component within ten to
fifteen years, using market dynamics to stimulate innovation through an active tradmg program
of renewable energy credits. (See Appendix, Note 3)

Federal standards for net metering of distributed small-scale energy generation. Net
metering allows customers to interconnect and feed surplus power back into the grid during
periods when generation exceeds the customer’s own use. Such a system makes it easier and
more affordable for customers to generate their own power from renewable energy sources or
other distributed generation technologies. The use of net metering benefits customers, utilities,
and independent power providers, and is particularly important for intermittent renewable
sources, such as solar and small wind machines, which generate electricity only when the
resource is available. A uniform federal standard is needed to replace the confusing and disparate
array of siate net metering programs curreitly in existence. (See Appendix, Note 4}

Form a National Public Benefits Fund based on revenue collected from a national,
competitively neutral wires charge. Such a fund could match state funds to assist in continuing
or expanding energy efficiency, low-income services, the deployment of renewables, research

and development, and similar public purpose programs the costs of which have traditionally been
incorporated into electncity rates by regulated utilities. As the utihties have moved toward
deregulation such public benefit funds have been disappearing.

Improve federal standards for vehicle fuel economy. New hybnd vehicle technologies are
beginning to enter the marketplace, offering significant improvements in vehicle fuel economy at
modest incremental vehicle costs. Looking beyond the initial wave of gasoline hybrid vehicles,
fuel cell vehicles are currently under active development by all of the large automakers and
promise even higher efficiencies and still lower emission levels. The improvements in fuel
economy that these new vehicle types offer would help to slow growth in petroleum demand,
reducing our o1l import dependency and trade deficit. While the Partnership for a New
Generation of Vehicles helped to generate some vehicle technology advances, an increase in the
Corporate Average Fuel Economy (CAFE) standard is required to provide an incentive for
companies to bring these new vehicles rapidly to market. The potential for future hybrid and fuel
cell vehicles to achieve over 100 miles per gallon is believed to be both technically and
economically viable in the near-term, and needs only clear federal guidelines and support to
move from planning to reality. (See Appendix, Note 5)

Integrate domestic energy and environmental planning with U.S. global leadership. The
need for leadership on the global climate issue has become particularly apparent with the lack of
international cooperation at the recent climate meeting in The Hague. Past domestic political
opposition to U.S. leadership in this area was based on outdated views of the science and
economics of climate change. It is now widely understood that the costs of inaction on global
warming can be catastrophic, while the benefits of actions to reduce the environmental impacts
of energy use through new innovation, developing clean energy industries, and improving
domestic air quality and health can be substantial. This represents the classic ‘win-win® scenario.
Significant action on climate change mitigation now appears unlikely unless the U.S. takes on a
significant leadership role. (See Appendix, Note 6)
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If we hope to enjoy the type of prosperity in the coming century as we have in the past the work of
the Task Force on Energy in formulating a new national energy policy must be carried out with
careful consideration. We commend you for this auspicious undertaking and would be happy to
elaborate further on any of the points raised above. Thank you for the opportunity to weigh in at this
critical juncture in our country’s history.

Sincerely,

Professor Daniel M. Kammen, Director
Rznewable and Appropnate Erergy Laboratory
Email: dkammen(@socrates.berkeley.edu

Dr. Antonia V. Herzog

University of California President’s Postdoctoral Fellow
Email: aherzog@socrates.berkeley.edu

—
L 7 ’f{ Zf“““

Dr. Timothy E. Lipman
Postdoctoral Fellow, RAEL
Email: telipman@socrates.berkeley.edu

Cc:

Spencer Abraham, Secretary of Energy

Governor Gray Davis, Govemnor of California

Rosina Biernbaum, Acting Director, Office of Science and Technology Policy

Senator Frank H. Murkowski, Chairman, Senate Committee on Energy and Natural Resources
Senator Jeff Bingaman, Ranking Member, Senate Committee on Energy and Natural Resources
Hon. W.J. "Billy" Tauzin, Chairman House, Committee on Energy and Commerce

Hon. John D. Dingell, Ranking Member House, Committee on Energy and Commerce
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Appendix: Supporting Materials and References

Many of the publications listed below are available on line at the Renewable and Appropnate
Energy Laboratory’s (RAEL) Internet site. The Publications Page is:
http://socrates_ berkeley.edu/~rael/papers.html

- -

Note 1: Federal R&D funding for renewable energy and energy efficiency technologies

Federal funding and leadership for renewable energy and encrgy efficiency projects has resulted
in a small number of notable successes, such as the Energy Star and Green Lights Programs that
has now been emulated in a number of countries. Despite these achievements, funding in this
area has been both scant, and so uneven that private sector involvement has been actually
discouraged. A combination of a federal program for steadily increasing funding and active
political leadership wouid transform the clean energy sector from a good idea to a pillar of the
new economy. In particular, promising technologies such as fuel cells deserve special attention.
Fuel cell development is attracting significant public and private funding and offers the promise
of being a keystone technology for the ultimate transition from natural gas, petroleum, and coal
energy to a renewable and hydrogen based energy economy.

Duke, R. D., and Kammen, D. M. (1999), “The economics of energy market transformation
initiatives”, The Energy Journal, 20, pages 15 — 64.

Kammen, D. M. and Margolis, R. M. (1999) "Evidence of Under-Investment in Energy R&D
Policy in the United States and the Impact of Federal Policy," Energy Policy, 27 pages
575 - 584.

Margolis, R. M. and Kammen, D. M. (1999) “Underinvestment: The Energy Technology and
R&D Policy Challenge,” Science, 285, pages 690 - 693.

President's Committee of Advisors on Science and Technology (PCAST) (1997) Federal Energy
Research and Development jor the Challenges of the Twenty-First Century (Washington,
D.C.: Energy Research and Development Panel, President's Committee of Advisors on
Science and Technology), November.

A second, and related issue is the structure of the Department of Energy itself. We have
iundered, ¢ven crippled, the ability of the Depariment of Energy to investigats, prcmote and
champion innovation in the energy sec*or by focusing much of its activities on the clean-up of
the legacy of nuclear energy research and waste. While this is an important mission, it
dominates the resources of the Department of Energy and prevents the focus from moving to
current and future energy needs and opportunities. A scparation of these functions is in order.
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Note 2: Efficiency standards for residential and commercial water heating and space
heating and cooling, and motors and appliances.

A confluence of technical advances and economic and policy mechanisms now exists that could
be utilized to dramatically reduce domestic, commercial and industrial encrg_y"nccds. Federal
leadership and partnership programs with state and regional organizations could produce
dramatic improvements and cost reductions.

Interlaboratory Working Group (2000) Scenarios for a Clean Energy Future (Oak Ridge, TN;
Oak Ridge National Laboratory and Berkeley, CA; Lawrence Berkeley National
Laboratory), ORNL/CON-476 and LBNL-44029, November.

Note 3: A federal Renewable Portfolio Standard

All federal RPS proposals should use tradable renewable energy credits for compliance.
Renewable credit trading is analogous to the sulfur allowance trading system established in the
Clean Air Act. Like emissions trading, it is designed to be administratively simple and to
increase flexibility and decrease the cost of compliance with the standard. Electricity suppliers
can generate renewable electricity themselves, purchase renewable clectricity and credits from
generators, or buy credits in a secondary trading market.

The RPS is the surest mechanism for securing the public benefits of renewables and for reducing
their cost to enable them to become more competitive. It is a market mechanism, setting a

_ uniform standard and allowing companies to determine the best way to meet it. The RPS will
reduce renewable energy costs by:

¢ Providing a revenue stream that will enable manufacturers and developers to obtain
reasonable cost financing and make investments in expanding capacity to meet an
expanding renewable energy market.

* Allowing economies of scale in manufacturing, installation, operation and
maintenance of renewable energy facilities.

e Promoting vigorous competition among renewable energy developers and
technologies to meet the standard at the lowest cost.

e Inducing development of renewables in the regions of the country where they are the
most cost-effective, while avoiding expensive long-distance transmission, by
allowing national renewable energy creuit trading.

* Reducing transaction costs, by enabling suppliers to buy credits and avoid having to
negotiate many small contracts with individual renewable energy projects.

Clemmer, S.L., Nogee, A., and Brower, M. (1999) “A Powerful Opportunity: Making
- Renewable Electricity the Standard,” Union of Concerned Scientists, January.

Note 4: Federal standards for net metering

Net metering eliminates the administrative expense of installing, reading, and billing for an
additional meter to measure generation separately from consumption. During surplus generation
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periods, the single meter spins backwards, so that the customer is billed only for the net amount

of electricity consumed during a billing period. By facilitating small-scale gencration by

customers, net metering will help reduce loads on central generation, transmission and

distnbution, enhancing reliability as well as fuel diversity.

Wan, Y. (1996) Net Metering Programs, NREL/SP-460-21651, National Rencwable Energy
Laboratory, December.

Note 5: Improved federal standards for vehicle fuel economy

After five years of Congressional bans, studies on the potential for increases in CAFE standards
to cost-effectively reduce petroleum demand are now underway by the Department of
Transportation and the National Academy of Sciences. These studies, with results due in July
2001, will help to suggezt optimal levels of increased standauds, given the costs and benefits of
higher fuel economy, as well as phase-in schedules that will protect the competitive interests of
domestic automakers. The issue of raising CAFE standards is becoming increasingly relevant
with progress in the PNGV program, and as several automakers are preparing to introduce high-
efficiency fuel cell vehicles beginning as soon as 2003-2004.

Duleep, K. G. (1997) “Evolutionary and Revolutionary Technologies for Improving Fuel
Economy,” Transportation, Energy, and Environment: How Far Can Technology Take
Us?, Edited by J. DeCicco and M. Delucchi, ACEEE, Washington, D.C.

Mark, J. (1999) “Greener SUVs: A Blueprint for Cleaner, More Efficient Light Trucks,” Union
of Concemed Scientists, July.

Office of Technology Assessment (1995) Advanced Vehicle Technology: Visions of a Super-
Efficient Family Car, OTA-ETI-638, Office of Technology Assessment, U.S. Congress,
Washington, D.C., September.

Note 6: Climate change and the need for federal Jeadership

The U.S. can reduce greenhouse gas (GHG) emissions while improving our economic efficiency,
creating jobs and saving consumers money, maintaining our technological leadership, and
achieving other environmental benefits. The options presented in this letter not only represent a
respor-sible encrgy strategy, bu! can also simulianecusly address the necd to reduce U.S. GHG
emissions. In particular, they would support a range of strategies to reduce power plant
emissions, which account for a substantial percentage of total U.S. emissions of greenhouse
gases, 29 percent in 1998. These include switching from our current reliance on high-carbon
fossil fuels, particularly coal and oil, to renewable fuel sources, which have zero carbon
emissions, and lower-carbon natural gas; and increasing the efficiency of electricity generation
and use.

We strongly support the recent initiatives in Congress, for which the current Administration has

indicated it’s backing, to reduce pollutant emissions from clectricity generation. In the 106"
Congress Senator Jeffords and Senator Lieberman introduced, S.1369, the Clean Energy Act of
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1999. This legislation contained provisions that addressed the environmental damage and
competitive distortions created by the patchwork of unequal and inadequate standards that
currently apply to electric power plants nationwide. The bill put a national cap on emissions from
all power plants of nitrogen oxides, sulfur oxides, mercury, and carbon dioxide. The reductions
in carbon dioxide would have brought emissions levels back to 1990 levels by 2005, the same
level implied by the non-binding targets of the Rio Treaty of 1992, as ratified by the U.S. Senate.
Legtslation that controls the four major power plant pollutants in an integrated package will help
reduce uncertainties for electric generators and will be less costly than separate programs for
each pollutant. Integrated control encourages system-wide efficiency improvements and
increased utilization of cleaner fuels. And while voluntary action by American companies is an
attractive option to consider, in the last ten years voluntary actions have failed to reduce carbon
dioxide emissions in the U.S. Instead, emissions have increased by 15 percent since 1990 and
continue to increase.

Baer, P., Harte, J., Haya, B., Herzog, A.V., Holdren, J., Hultman, N.E., Kammen, D.M.,
Norgaard, R.B., and Raymond, L. (2000) “Equity and Greenhouse Gas Responsibility,”
Science, 289, page 2287.

Interlaboratory Working Group (2000) Scenarios for a Clean Energy Future, (Oak Ridge, TN;
Oak Ridge National Laboratory and Berkeley, CA; Lawrence Berkeley National
Laboratory), ORNL/CON-476 and LBNL-44029, November.

IPCC (Intergovernmental Panel on Climate Change) (2001) Climate Change 200! : The Scientific
Basis, January.

Kinzig, A. P. and Kammen, D. M. (1998) “National trajectories of carbon emissions: Analysis of
proposals to foster the transition to Jow-carbon economies”, Global Environmental
Change, 8 (3), pages 183 - 208.

Natural Resources Defense Council (2001) 4 Responsible Energy Policy for the 21" Century,
February.
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Renewable and Appropriate Energy Lab
University of California

4152 Etcheverry Hall

Berkeley, CA 94709

Phone/Fax: (510) 643-2243

To: Secretary Abraham Fax 202-586-4403
From: Kammen et al., RAEL Date 2/16/61
Re: National Clean Energy Strategy Pages: 10
cC: List
_ Urgent [ For Review _ Piease Comnment _ Please Reply Please Recyck
) épencar Abra-ham ) ) ) ) ) ) )

Secretary of Energy

U.S. Departmem of Energy

1000 Independence Avenue, SN
Washington, D.C. 20585-0705

Dear Secretary Abraham,

| am writing to appiaud the jormation of the Federal Task Forco on Energy. The mission of the
Task Force Is critical to poth the economic and environmental future of the nation.

{ am pleased to have the opporunity © submit the attached letter that presents a seqdos of
observations and policy jecommendations that my colleagues and | hope the Task Force will find
useful. A copy of this letter will also be sent by email and first class mail.

My colleagues and | would be pleased to discuss these issues further should that be of use to the
Task Force, the Department of Energy. or other fedoral agencies.

Sincarely,

Daniel M. Kammen

Associate Professor of Energy and Society
* Energy and Resources Group

University of Califomnia, Berkeley

- C= Thouon.ﬂiehatdctmwy,\ﬁz President
Govemos Gray Davis. Govemor of Calffornia
Rosina Blombaum, Acing Director, Office of Bcionce and Technology Policy
Senator Feank H. Murkowskl, Chainnen, Sanate Commiuse on Enargy and Natural Resources
Senator Jeff Bingamas, Ranking Membar, Senats Committee on Energy and Natural Resources
Hon. W_J, "Billy” Tauzin, Chairman House, Committae on Enesgy and Commarncs
Hoa. John D. Dingell, Raskiag WMWNWMM

27731



02/16/01 FRI 02:51 FAX @002 ___

UNIVERSITY OF CALIFORNIA, BERKELEY

W'MVU'IM-IMM-M'WM-

DNERCY AND RESOURCES Grour . DANIEL M.
310 BArROWS HALL AnoaArr.PnommDImmmnsoam
UNIVERSITY OF CALIFORNIA DMmECTOR .
BeRprLEY, CA 94720-3050 R’mmamm.murzmm LB (RAEL)
-- ERG: hup://ma'au.:.bnidiy.cdu/erg EMau: w@waau.\ubky.edn

RAEL Anp://mqu.w
Ter(510) 642-1139 (OrmcE)

TEL (510) 643-2243 (RAEL)

£AX (510) 642-1085

February 16, 2001

The Honorable Richard Cheney, Vice President
The White House

1600 Peansylvania Avenug, N.W.

Washington, DC 20500

Dear Vice President Cheney:

We applaud your efforts as you begin a comprehensive review of U.S. energy policy. This cnitical
initiative is long overdue, and is particularly relcvant today as the California encrEy crists illustrates
the deficiencies in regional and national energy policy and planning. Additionally, as the threat of
global climate change is becoming widely acknowledged in the U.S. there is a growing
understanding that e responsible national encrgy policy includes a global climate change mitigation
strategy that can be e i mmml}yeffccﬁvcandcconomimlly advantageous.

We are concerned that the curreat ctisis mentality pervading the discussians of energy issues in the
country has fostered an ill-founded rush for “quick fix” solutions that, while pohiucally expedicnt,
will ultimatety do the country more harm than good. It is critical W examine all enetgy options. The
potential for renewable energy technologies and encTgy efficiency to have a significant positive
impact on our energy future is such an example of &n opportumity that demands far greater
examination and commitment t0 implementation than we have seen to date.

In the last decade the case for rencwable energy bas become compelling economically, socially, and
environmentally. For many years rencwables were seen as environmentally and socially attractive
options that at best occupied niche markets due to barriers of cost and available infrastructurc. That
situation has dramatically changed Rencwable energy cesources and technologies - npotably solar,
wind, gmall-scale hydro, and biomass bascd cactgy, as well as advanced energy conversion devices
such as fuel cells —have undergonc a revolution in technological innovation, cost improvements, and
in our understanding and analysis of appropriste applications. There are now a number of energy
sources, conversion technologics, and applications, where renewable energy opuons are cither equal,
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orbcnzr,i.nptioe, mdequﬂ,orbew;insaﬁwmviud\hmmmeprevﬁlingcod, oil, and gas
technologies. For example, in 2 growing pumber of settings in i i pations, wind energy is
fxowthe least cost option across aIIencrxytechnologiwwiththcaddedbencﬁm of being quick
Mmmgm-ﬁm, and modnlar, In fact, gome farmers in the Midwest can gegeralc mare
income per hectare from the docuidtygmwdhyawhdnubineonth:irlandﬁmxﬁommeir
crop or ranching proceeds. Furthcrmore, photovoltaic panels and golar hot water heaters placed on
buildings and bouses across America could help reduce consumers’ encrgy costs, produce a healthier

Jiving environment, and increase out energy supply while stabilizing our enetgy demand.

California’s energy crisis has recently caught the parional attention and raised ﬁnxdnmmml questions

- aboutregionsl and national energy strategies. Rising demand suggests the need for new cnergy

supplies, and cenainly some new eneIgy capacity is peeded. However, there is a wide range of
options for achieving supply and demend balance, and some of these options are not being given
adequate attention. Governor Davis in California is pow emphasizing policies that put the state into
the position of brokering power purchases. Not only is this unlikely to be economically cilicicot, 1t
fails to address the undertying problems of market manipulation and under-investment in capacity
expansion of new, clean, technology development and installation. We believe that statcwide, public
sector investment in renewable encgy generation, combined with increased pmunicipal control of
electricity production and retail sales, would offer a beter and more meaningful long-term solution
to the problems that clectricity dercgulation has raised.

In geneml,theabsenccofpastsmandfedaalleuiushiphasmmtthatwehsvcseenmofcw
incentives for energy conservation and efficicncy measures, litle attcntion to appropridie power
plant siting issues, and lack of long-term concem for transmission and distribution bottlenecks. At
the national level drilling for oil in Alaska’s Arctic National wildlife Refoge is one step that could
be taken to increase oil supplics. Yet, it would have a negligible affect on electricity production, and
would not significantly reduce oil priccs, improve enctgy security, or alleviate the trade deficit. Any
oil and gas found will be wivial in comparison with global production and long-term U.S.
consumption. This combined with the economic and environmental costs of such a proposal make
disrupting the Arctic Refuge an unnecessary step, and illustrate a lack of integrated enctgy planning.

We firmly belicve that the ultimate solutions to meeting our pation’s energy needs must be based on
private sector investment, bolstered by well-targeted government support such as tax incentives for
emerging energy technologies and R&D. This must be coupled with policies that open markets to
new generating capacity, rather than through federal subsidies for programs to increase encrgy

" supply using already mature techmologies. This lattcr strategy would only generate near-tem and

incremental paybacks, while doing li*le to promote eneIgy security or advance social and
environmental goals. Instead, we now bave the opportunity to build 2 sustainable future by engaging
and stimulating the tremendous innovative and entreprencurial capacity of the U.S. private sector. To
accomplish this, we must develop policies that guarantce 3 stable and predictable economic
environment for advancing clean encrgy technologies. This can be further bolstered by market
incentives to reward actions that advance the public good. The Federal Energy Task Force bas the
opportunity to clarify federal policies, build 2 sustainable energy research base, eocOUrage state and
regional injtiatives, and uild dynamic markets and industries focused on clean energy options. With
thesc thoughts in mind, we present several options that address both the short-term need to increase

Qoos
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energy supply and the long-term goal to have a sustainable, economic and environmentally sound
U.S. energy policy. .

¢ Increase federal R&D funding for renewabie energy and emergy efficiency technologies. To
date, federal investment in rencwable energy and energy efficient technologies has been sparse
and crratic, with each year producing an appropriations battle that is often lost. The resulting
financial and policy uncertainty discourages effective energy technology development and
deployment-in the marketplace. With energy now a clear national priority, funding for the U.S.
Department of Encrgy’s Energy Efficicncy and Rencwable Energy Program must be
substantially and Systematically increased. The reslization that RED funding provides a critical
driver to economic growth resulted in important commitments, particularly in the life sciences, to
doubling R&D funding in five years. The same retum on investment exists in the energy sector,
but it bas not been translated into similarly increased R&D finding for new renewable and
energy efficiency techmologies. If the U.S. expects to be a world leader in this industry, as it is in
the biomedical and high-tech sectors, such investments in rencwable energy and energy
efficiency are essential. (See Appendix, Note 1)

o Provide tax credits in addition to tax cuts for companies developing and using renewable
energy and eaergy efficiency technologics. The R&D tax credit has proven remarkably
effective and popular with private industry, so much so that there is a strong consensus in both
Congress and the Administration to make this credit permanent. Clean encrgy must be a national
priority, and given the importance of private sectar R&D in commercializing new technologies,
an additiona) tax incentive for R&D investment in renewsble and energy efficiency techmologies
is exactly the type of well-targeted federal policy that is peeded. Purthermore, tax incentives

-directed toward those who use the technologics would provide the ‘demand pull® to aceclerate
the technology transfer process and rate of market development. The U.S. has largely lost its
position as the global leader in energy innovation resulting in the loss of jobs and carning
potential for U.S. compunics precisely at the ime when the international market for clean energy
technologies is booming. Our dumestic industrics as well a8 the glohal energy economy would
both benefit directly from a renewed commitment to U.S. clean energy lerdership.

o Iustitute improved efficlency standards for residential and commercial water beating and
space beating and cooling, and mators and appliances. Significant advances in heating and
cooling system efficiency, and for motors and many appliances, have been made, but more
improvements are technologically possible and economically feasible. A clear federal statement
of desired improvements in system efficiency is needed 1o remove uncertainty and reduce the

. economic costs of implementing these-changes. If such a faderal mandate cxisted then efficiency
standards for heating and cooling, and for motars and eppliances would begin to gradually
increase, helping 1o expand the market share of existing high efficiency systems, as well as
spurring a wealth of further improvements. (See Appendix, Note 2)

o A federal renewable portfolic standard (RPS) to help build renewublc energy markets. The
RPS is a rencwable energy content standard, akin to cfficiency standards for vehicles and
appliances that have proven successful in the past A gradually increasing RPS is an eoonomic

 way of ensuring that a growing proportion of clectricity sales arc provided by remewable energy,
and iy dcsigned to intcgrate renewables into the marketplace in the most cost-cffective fashion.
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In this mannez, the market picks the wimning and losing technologies and projects, not
administrators. We recomnmend a 20 — 25 pmtmcwi:lc’mcrgycomponcntwithintmw
ﬁﬁeenyws,nsingmxﬂ:ctdynamicsmsﬁmulateinnovaﬁm through an active trading program
of renewable encrgy credits. (See Appendix, Note 3)

- —

more affordable for customers to generate their own power from rencwable energy sources or
other distributed generation technologies. The use of pet metering benefits customers, utilities,
and independent power providers, and is particularly important for intermittent renewable
sources, such as solarmdsmallwindmachha.which generate electricity only wheu the
resource is available. A. uniform federal standard is needed to replace the confusing snd disparate
array of state nct metering programs currently in existence. (See Appendix, Note 4)

o Form 2 National Public Benefits Fund based on revenuc collected from a national,
competitively peutral wires charge. Such a fund could match state funds to assist in continuing
or ing energy cfficiency, low-income services, the deployment of renewables, research
and development, and similar public purposc programs the costs of which have traditionally been
incorporated into electricity rates by regulated utilitics. As the utilities have moved toward
deregulation such public benefit funds have been disappearing.

« Improve federal standards for vehicle fuel economy. New hyhrid vehicle technologics are
beginning to entex the marketplace, offering si ificant improvements in vehicle fuel economy at
-modest incremental vehicle costs. Loaking beyond the initial wave of gasoliue hybrid vehicles,
fuel cell vehicles are currently undex active development by all of the large automakers and

Generation of Vehicles helped to generate Some vehicle technology advances, &n focrease in the
Carporate Average Fuel Economy (CAFE) standard is requirced to provide an incentive for
canpaniestobrhgmucncwvdﬁclcsrapidlytomm The poteatial for future hybrid and fuel
cell vehicles 1o achieve over 100 miles per gallon is believed to be both technically and
econamically viable in the near-tetm, and necds only clear federal guidelines and support to
move from planning to reality. (See Appendix, Note 5

e Integrate domestic cnergy and environmertal pianning with U.S. global leadership. The
need for leadership on the global climate issue has become particularly apparent with the lack of
international cooperation at the recent climate meeting in The Hague. Past domestic political
opposition to U.S. leadership in this area was based on outdated views of the science and
economics of climate change. 1t is now widely understood that the costs of inaction on global
warming can bc catastrophic, while the benefits of actions to rednce the environmental impacts
of energy use through new innovation, developing clean enctgy industries, and improving
domestic air quality and health can be substantial. This repeesents the classic ‘Win-win’ SCEnanio.
Significant actien on chimate change mitigation nOW 3ppcars unlikely unless the U.S. takes on a
significant leadership role. (See Appendix, Note 6)
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lfwehopetoeujoythetypcofprospexilyinmecomingcumry:swehsvcinthepastﬂ:cworkof
the Tasgk Force on Energy in formulating a new national energy policy must be carried oul with
careful consideration. We commend you for this suspicious undertaking and would be happy to
elsborate further on any of the points raised above. Thank you for the opportunity to weigh in al this
critical juncture in our country's history.

Sincerely,

Professor Daniel M. Kammen, Director
Renowable and Appropriate Energy Laboratory
Email: dkammen@socrates.berkeley.cdu

Dr. Antonia V, Herzog
University of Califomia President’s Postdoctoral Fellow

Email: ahea,og@soaates.bcrkclcy.edn

i ,,/[r-—-

Dr. Timothy E. Lipman
Postdoctoral Fellow, RAEL
Email: tclipumn@smta.bcrkclcy.cdu

Cc:
Spcncer Abraham, Secretary of Energy
Governor Gray Davis, Govemor of California
Rosina Biernbaum, Acting Director, Office of Science and Technology Policy
Scnator Frank H. Murkowski, Chairman, Senate Committee on Energy and Natural Resources
Senator Jeff Bingaman, Ranldng Member, Senate Committee on Energy and Namral Resources
Hon. W.J. "Billy" Tauzin, Chairman House, Committee on Energy and Commerce
" Hon. John D. Dingell, Ranking Member House, Committee on Energy and Commerce
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Appendix: Supporting Materials and References

Many of the pub ications listed below are available on line at the Rencwable and Appropriate
Energy Laboratory’s (RAEL) Internet site. The Publications Page is:
ht!p://socmtes.bakdey.echx/ﬂacllpapashnnl

-

‘Note 1: Federal R&D funding for rencwable energy and encrgy efficiency techmologies

Federa! funding and Icadership for renewable energy and energy efficiency projects has resulted
in a small number of notabje successes, such as the Energy Star snd Green Lights Programs that

hismwbmmumedmammmemfcomm. Dapitcﬂwseachicvunants,fmdinghxmis

Fuel cell devdomxtismcdngsigniﬁmxpublic md;tivatcﬁmdingmdoﬁ'as the promise
of being a keystone technology for the ultimate transition from natural gas, petroleumn, and coal
energy to a renewable and hydrogen based encrgy economy.

Duke, R. D., and Kammen, D. M. (1999), “The economics of energy market transformation
initiatives”, The Energy Jowrnal, 20, pages 15— 64.

Kammen, D. M. and Margolis, R M. (1999) "Evidence of Under-Investment in Energy R&D
Policy in the United States and the Impact of Federal Policy," Energy Policy, 27 pages
575 - 584.

Margolis, R- M. and Kammean, D. M. (1999) “Underinvestment: The Energy Technology and
R&D Policy Challenge,” Science, 285, pages 690 - 693.

President's Committee of Advisors on Science and Technology (PCAST) (1997) Federal Energy
Research and Development for the Challenges of the Twenty-First Centay (Washingtou,
D.C.: Encrgy Rescarch and Development Panel, President's Committee of Advisors on
Science and Technology), November. .

A second, and related issuc is the structure of the Department of Energy itsclf. We have
hindered, even crippled, the ability of the Department of Energy to investigate, promote and
champion innovation in the energy sector by focusing much of its activities on the clean-up of
the legacy of nuclear energy rescarch and waste. While this is an important mission, it
dominates the resources of the Department of Energy and prevents the focus from moving to
current and future energy needs and opportunities. A separation of these functions is in order.
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Note 2; Efficicncy standards for restdential-and commercial water heating ard space
heating and cooling, and motors and appliances.

A confiuence of techmical advances andeconanicandpolicymechaniansnowmmatwmd
beutilizo:dm dramalically reduce domestc, commercial and industrial energy needs. Federal
leadership and partnership progmnswithsmcandregiom! organizations could produce
dramatic improvements and cost reductions.

Intcdlaboratory Working Group (2000) Scenarios for a Clean Energy Future (Oak Ridge, TN:
Oak Ridge National Laboratory and Berkcley, CA; Lawrence Berkeley Nationat
- - Laboratory), ORNL/CON-476 and LBNT.-44029, November.

Note 3: A federal Renewable Portfolio Standard

All federal RPS proposals should use tradsble rencwable enexgy credits for compliance.
Renewable credit trading is analogous 1o the sulfur allowance trading system established in the
Clean Air Act. Like emissions trading, it is designed to be administratively simple and to
increase fiexibility and decrease the cost of compliance with the standard. Electricity supplicrs
can generate renewable glectricity themselves, purchase renewable electricity and credits from
generators, or buy credits in 8 secondary tradiag market.

‘l‘hekPSistheanestmechanimfotsecming!hepubﬁcbencﬁtsofmncwnblesandformducing
their cost to enable them to become more competitive. It is a markect mechanism, setting a
mﬁfommndmdmdallowipgoompaniwtodauminemcbestwaytomeetia The RPS will
reduce renewsble eoergy costs by: )

e Providing a revenue stream that will enable mapufacturers and developers to obtam
reasonable cost financing and make investments in expanding capacity to meet an
expanding renewable enetgy merket.

o Allowing economies of scale in manufacturing, installation, operation and
maintenance of renewable energy facilities.

¢ Promoting vigorous competition among renewable energy developers and
technologies to meet the standard at the lowest cost.

» Inducing development of tenewables in the regions of the country where they are the
most cost-effective, while avoiding expensive i issi
allowing national renewable energy credit trading.

o Reducing transaction costs, by enabling suppliers to buy credits and avoid having to
negotiate many small contracts with individnal reaewable encrgy projects.

Clemmer, S.L., Nogee, A., and Brower, M. (1999) “A Powerful Opportunity: Making
Renewable Electricity the Standar » Union of Concerned Scientists, January.

Note 4: Federal standards for net metering

Net metering eliminates the administrative expense of installing, readmg, and billing for an
additional meter to measurc gencration separatoly from consumption During surplug generation
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penods,the single meter spins backwards, so that the customer is billed oaly for the net amount

of electricity consumed during a billing period. By facilitating small-scale generation by

customers, net metcring will hclpxedxmcload:uncentralgmmﬁon, transmission and

distribution, enhancing rcliability as well as fuel diversity. o

Wan, Y. (1996) Net Metering Programs, NREL/SP-460-21651, National Rencwable Energy
Laborstory, December.

Note 5: Improved federal standards for vehicle fuel economy -

After five years of Congressional baus, smdiesonthcpotcntialfuxinmsinCAFEstandards
to cost-effectively reduce petrolenm demand are now underway by the Department of )
Transportation and the Narional Academy of Sciences. These studies, with results due in July
2001, will help to suggest optimal levels of increased standards, given the costs and benefits of
higher fuel econommy, as well as phase-in schedules that will protect the competitive interests of
domestic gutomsakers. The issue of mising CAFE standards is becoming increasingly relevant
with progress in the PNGV program, and as several sutomakers are preparing to introduce high-
efficicncy fuel cell vehicles beginning as soon as 2003-2004.

Duleep, K. G. (1997) “Evolutionary and Revolutionary Technologies for Improving Fuel
' Economy,” Transportation, Energy, and Environment: How Far Can Technology Take
Us?, Bdited by J. DeCicco and M. Delucchi, ACEEE, Washington, D.C.

Mark, J. (1999) “Greener SUVs: A Blueprint for Cleaner, More Efficient Light Trucks,” Unian
of Concemed Scientists, July.

Office of Technology Asscssment (1995) Advanced Vehicle Technology: Visions of a Super-
Efficient Family Car, OTA-ETI-638, Office of Technology Assessmeat, U.S. Congress,
Washington, D.C., Scptember.

Note 6: Climate change and the need for federal Jeadership

The U.S. can reduce greeahouse gas (GHG) emissions while improving our coonomic efficiency,
creating jobs and saving CONSUMCLS MONCY, maintaining our technological leadership, and
achieving other environmental benefits. The options presented in this letter not only represent 2
responsible encrgy strategy, but can also simultaneously address the need to reduce U.S. GHG
emissions. In particular, they would support a range of strategies to reduce power plant
emissians, which account for a substantial percentage of total U,S. emissions of greenhouse
gases, 29 percent in 1998. These include switching from our current reliance on high-carbon
fossil fuels, particularly coal and oil, to rencwable fuel sources, which have zero carbon
emissions, and lowez-carbon patural gas; and increasing the cfficiency of electricity generation
and use. '

We strongly support the recent initiatives in Congress, for which the current Administration has

indicated it'’s backing, to reduce pollutant emissions from electricity generation. In the 106®
Congress Senator Jeffords and Senator Lieberman introduced, S.1369, the Clean Energy Act of
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1999. This legislation contained provisions that addressed the environmental damage and
competitive distortions created by the patchwork of uncqual and imadequate standards that
curreatly apply to electric power plants nationwide. The bill put a national cap on emissions from
sl power plants of nitrogen oxides, sulfur oxides, mercury, and carbon dioxide. The reductions
in carbon dioxide would have brought emissions levels back 1o 1990 levels by 2005, the same
level implied by the non-binding targets of the Rio Treaty of 1992, as ratified by the U.S. Senate.

Legislation that controls the four major power plant poltutants in an integrated package will help

reduce uncerainties for electric genevators and will be less costly than separate programs for
each poltutant. Integrated control encourages system-wide efficiency imprmvemeats and
increased utilization of cleaner fucls. And while voluntary action by American companies is an
attractive option to consider, in the last ten years voluntary actions have failed to reduce carbon
dioxide emissions in the U.S. Instead, emissions have increased by 15 percent since 1990 and
continue to increase.

Baer, P., Harte, J., Haya, B., Herzog, A.V,, Holdren, J., Hultman, N.E,, Kammen, D. M.,
Norgaard, R.B., and Raymond, L. (2000) 'Eq\nty and Greenhouse Gas Responstbility,”
Science, 289, page 2287.

Interlaboratory Working Group (2000) Scenarios for a Clean Energy Funwre, (Oak Ridge, TN;
Osk Ridge National Labaratory and Berkeley, CA; Lawrence Berkeley National
Laboratory), ORNL/CON-476 and LBNL-44029, November.

IPCC (Intergovernmental Panel on Climate Change) (2001) Climate Change 2001. The Scientific
Basis, January.

Kihzig, A. P. and Kammen, D. M. (1998) “National trajectories of carbon emissions: Ana!ysls of
proposals to foster the transition to low-carbon economies”, Global Environmental
Change, 8 (3), pages 183 - 208.

Natural Resources Defense Council (2001) 4 Responsible Energy Policy for the 21 Century,
February.
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Department of Energy
Washington, DC 20585

Mr. Joe F. Colvin
President and Chief Executive Officer
Nuclear Energy Institute

1776 1 Street, N.W. (Suite 400)
Washington, D.C. 2006-3708
Dear Mr. Colvin:

We have received your correspondence dated February 15, 2001, requesting a meeting
with Secretary Spencer Abraham to discuss nuclear energy’s important role in national
energy policy.

We have forwarded your request to the Secretary's Office of Scheduling and Advance.
A staff member from that office will notify you regarding the status of your request.

If you have any questions, please call Ms. Robyne Johnston at (202) 586-5534.

Sincerely,

2:::.folit

Director, Executive Secretariat

@ Printe0 with soy Kk on recycled pape:

February 20, 2001 200 1 -0045 1 9
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MILLER ENERGY, INC.

T. SR

FACSIMILE TRANSMITTAL BHEET

™ FROM:
Robin Jobaston Brandi
COMPANY: DATE:
Secremary of Enctpy Speace Abmham 02/20/2001
FAX NUMBER: TOTAL NO. OF PAGES INCLUDINC COVER:
202-586-7573 1
" PHONR NUMBER:
202-5856-5834 ’ 616-324-3390 (phone)
RE:
Schednling Meeting Times 616-324-3584 (fxx)

OuvrceNT [OronreviEw  [1¥LBASE cOMMENT X PLEASE REPLY D vLEASE RECYCLE

NOTE_S/CWN‘B:

I would like to schedule a meeting with the Secretary of Encrgy, Spence Abraham together
with C. John Miller from Miller Enszgy, Inc. and Bill Myier Sr. from Muskegon Development
Company. The purpose of this meeting is to discuss the Eoesgy Policy. They will be in
‘Washington D.C. on March 14 and would like to mect between the times of 10:00 am and
4:00pm. Please call and advise if you can arrange a meeting duting these times.

Thanks

2001-004678 Feb 20 A 9:54

27742



2001-005786 Mar 2

Remv TO
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WasnmGTON, DC 20510-1501
{202) 224-3744
TTY: (202) 2244479
e-mai chuck _grassicy » grassicy . senate.gov

Mnited States Scnate

CHARLES E. GRASSLEY

) 721 Feoerar Bunowe
210 WALWUT STREET
Des MOnNES. 1A 50309-2140
1515} 284-4890 ~
WASHINGTON, DC 20510-1501
206 FeoenaL BunDing
101 157 SyaeeT SE.
Ceoar Rarios. 1A 52401-1227
{3191 363-6832

0
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Davenront 1A 52801- 1513
1319) 322- 4331

° 307 FeperaL BuiLumG
8 SCu 6T STREE
Counch Buusss, 1A 515014204
1712 322-7W03

The Honorable George W. Bush
President of the United States
The White House

Washmgton, D.C. 20500

Dear President Bush:

Many families in my home state of lowa night now are forced to decide between heating
their homes or buying food and medicine. No one should be forced to make this decision. In
addition, many farmers and small businesses are on the brink of losing their livelihood because
they are facing energy costs three times greater than just a year ago.

Our nation’s energy policy over the past eight years has directly led to the dire situation
my constituents are facing today. Government policies have constrained coal-fired and nuclear
generating power plants, and discouraged new domestic oil and gas exploration and production.
At the same time, our dependence on foreign o1l has grown to more than 55 percent.

Natural gas has now become the fuel of choice for both consumers and electnicity
generation in America. In fact, more than 70 percent of new homes are equipped with natural
gas, and gas fired power production is estimated to grow by 42 percent by 2005, with more than
90 percent of the new electricity-generation capacity being fueled by natural gas. Overall,
demand increased in 2000 by 4.3 percent from 1999, and is estimated to grow by 30 percent or
more over the next decade.

Natural gas has proven to be an efficient, reliable, environmentally clean energy source.
Because of the growing demand, it is vital that we increase domestic production of natural gas.
Although existing natural gas resources are adequate for the near term, access to vast resources
on federal lands is vital to meet future demand. Current estimates show that there are
approximately 200 trillion cubic feet of natural gas reserves that are subject to federal access
restrictions. 200 trillion cubic feet represents 10 years of supply at today’s consumption level.

The United States must also take action to decrease our dependence on foreign sources of
o1l. Currently, we depend on foreign oil cartels for 58 percent of our crude oil, and our
dependence is estimated to reach 65 percent by 2020. We must support and encourage
responsible resource development, while using our best technology to protect our environment.
to increase domestic encrgy production.

Committee Assignmenis:

CHAaRMAN, CriaukmMane
FINANCE BUDGET INTERNATIONAL NARCOTICS
JUDICIARY CONTROL CAUCUS

27743



In an effort to promote U.S. energy independence, we must also diversify our domestic
energy production, including advancing renewable sources like wind, biomass, soy diesel and
ethanol. Alternative sources of energy can provide a viable solution to America’s dependence on
finite fossil fuels. As you may know, in 1992, 1 authored legislation to provide the first ever tax
incentive for wind energy production. In 1997, [ pushed a ten-year extension ef the tax credit for
comn-based ethanol through Congress. Last year, domestically produced and environmentally
clean ethanol! displaced more than 68 million barrels of oil. For this reason, it is vital that you
oppose any Clean Air Act oxygenate waiver.

In conclusion, I am encouraged by your recent decision to name a Cabinet-level task
force to develop a comprehensive energy plan. Given the serious nature of this crisis, 1 urge you
to de\;élop this plan as expeditiously as possible so we can take action to alleviate the financial
burden of high energy costs for all Amencans. 1 look forward to working with you to establish a
sustainable energy policy that will protect consumers from severe pnce fluctuations and will
reduce our dependence on foreign sources of oil.

Thank you for your consideration.

Sincerely,

Charles E. Grassley
United States Senate

cc: Vice President Dick Cheney
Secretary of Energy Spencer Abraham
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200/ - d0S357
Harish of Ascension

Office of the Parish Council
- www.ascensionparish.net

AviNW. T}:IOMAS, Ja February 20, 2001

President George W. Bush
Smuan REDLOPE  The White House
- - 1600 Pennsylvania Ave.
Washington, DC 20500

gl 2001-005347 2/26/01 4:28

THoMaS A. PEARCE
Counciwan, Dsmct 2
- Dear President Bush:
ADRIAN THOMPSON . . .
CascawnDemcrs — The Ascension Parish Council met in regular session on Thursday,
February 15, 2001, 7PM in the Parish Council Meeting Room,
Quoev Brown - Courthouse East, Gonzales, Louisiana and the attached Resolution, upon
motion duly made by Councilman Shafter Kling and seconded by

Councilman Martin McConneli, was unanimously adopted.

DonneLL *Nicx NICKENS
Councramw Drstiuct §

Thank You.

V
MILTON Neeowenose' K(:)sKNr::lr ' Very Truly Yours,

ALLlSONJ Bounous ,ruym%
itman Loupe, Jr.

Ascension Parish Council Secretary
SHITERKUNG  Ascension Parish Government

Jerry P Savoy  €NC: Resolution
Councaman

Owsmwect 9

cc: Secretary of US Senate
MmMComalt Clerk of US House of Representatives
Secretary - Department of Energy
1. DareLL MaRTEL Secretary - Department of Interior
" Coumcaaua Dt 1 Louisiana Congressional Delegation

P.O. BOX 1659, 208 EAST RAILROAD AVENUE, GONZALES, LOUISIANA 70707
TELEPHONE 225-621-5709 « TELEFAX 225-644-6479
" www.ascensionpansh net
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State of Louisiaha

RESOLUTION

) WHEREAS, CF lNDUSTRlES, PCS NITROGEN FERTILIZER, L.P. and TRIAD
NITROGEN, L.L.C,, located in Ascension Parish are producers of ammonia;

WHEREAS the Louisiana ammonia industry accounts for 40 percent of the
domestic production of ammonia;

WHEREAS natural gas makes up 90 percent of the costs of producing ammonia;

WHEREAS in the last year alone the price of natural gas has more than tripled and
the cost of producing ammonia has risen substantially;

WHEREAS high natural gas prices have led CF INDUSTRIES, PCS NITROGEN
FERTILIZER, L.P., TRIAD NITROGEN, L.L.C. and the members of the Louisiana
Ammonia Producers to temporarily shut down all or part of their ammonia production
units;

WHEREAS two Louisiana companies, one being BORDEN CHEMICAL &
PLASTICS in Ascension Parish, have gotten out of the ammonia business completely, while
others have had to resort to layoffs;

WHEREAS the majority of the ammonia produced in Louisiana is used to make
fertilizer;

WHEREAS there are numerous untapped natural gas veserves in the United States;

THEREFORE BE IT RESOLVED that the Ascension Parish Council does hereby
request the Congress of the United States to use the powers at its disposal to commission the
United States Department of Energy to establish a national energy policy. That such paolicy
should pursue a long-term remedy to these problems by providing incentives for immediate

domestic natural gas exploration and production, including opening untapped natural gas
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Representatives, the Secretaries of the Department of Energy and the Department of the
Interior and to each member of the Louisiana Congressional Delegation.
This resolution was declared duly adopted by the Ascension Parish council on the
15 day of February .» 2001 at a regular meeting of the Cougcil, a quorum of the

A e

COUNCIL CHAIRMAN

members being\present.




Department of Energy
Washington, DC 20585

February 21, 2001

Mr. Van Sahakian _ -~
5550 N. Braeswood Boulevard

Suite 129

Houston, TX 77096

Dear Mr. Sahakian:

Thank you for your recent letter, which offered recommendations concerning the
development of synfueis production.

As you may know, one of President Bush’s first acts was creating a National
Energy Policy Development Group, headed by Vice President Cheney, to help the
private sector and government at all levels, promote dependable, affordable, and
environmentally sound production and distribution of energy for the future. This
group includes the Secretary of Energy, as well as the Secretanies of the Treasury,
Interior, Agriculture and Commerce Departments, the heads of the Federal
Emergency Management Agency, the Environmental Protection Agency, the
President’s Deputy Chief of Staff for Policy, and the Assistants to the President
for Economic Policy and Intergovernmental Affairs.

The group will consider the ideas and recommendations of consumers, businesses,
and independent experts on how best to address the broad range of energy issues
now facing the Nation, including rapidly rising costs for natural gas, electricity
supply and price problems in the West and the increasing dependence of the
United States on imported oil. Your specific suggestions will be made known to
participants in this process.

Thank you for writing.
Sincerely,

M aget Qudue_

Margot Anderson
Acting Director
Office of Policy

’ @ Printed with soy ink on recycled paper
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Department of Energy
Washington, DC 20585

FES 22 2001

Mr. Malcolm E. O’Hagan

President

National Electrical Manufacturers Association
1300 North 17" Street, Suite 1847

Rosslyn, VA 22209

Dear Mr. O’Hagan:

Thank you for your January 22, 2001, letter to Secretary of Energy Abraham,
congratulating him on his appointment. My office has been asked to respond.

We value the National Electrical Manufacturers Association’s (NEMA) long history of
cooperation with the Department of Energy to develop the necessary regulations and
voluntary programs that promote energy efficient electrical products and in particular,
lighting products, distribution transformers, and electric motors. Your pledge of
continued support by NEMA as an information resource to the Department in the
development of a national energy policy is appreciated.

Secretary Abraham is deeply committed to developing a strong national energy policy.
Recent developments in electricity markets provide evidence to support a national energy
policy that includes energy efficient electrical products, such as those produced by the
NEMA member companies.

We believe it is vital that government and private interests work together in earnest to

tackle these difficult and challenging jobs that face us. We look forward to working with
you toward our national energy policy objectives.

Sincerely,
Abraham E. Haspel
Acting Director

Office of Energy Efficiency
and Renewable Energy

@ Printed with soy ink on recycled paper
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-ANARI, inc.

i Tho Carviag House Global . oo
1' Saint Manhow".s Court, NW. Mmal hwestment
Washmmoc 20038 flu uswmu:'. :
: Tel: (202) 331-7738 Copial Placoment,

Fax: (202) 331-4983
anariwdc@aol.com

;ebruary 2 2001

Spencer Abraham
Secretary of Energy :
(202) 566-5534 FAX: (202) 586-7573 i
Wiltiam A | Anawaty, President
Washmgt n Worldview meeting request

' béér Sectetary Abraham:

: &angratulahons on being gppolnted and confirmed as Sccretary of Energy. 1t must be
N ﬂenglng and gratifying'to take on that responsibility in this new Bush Admm:stratxon
this.time wheh encrgy 1§ agaln a pivotal policy question.

am writing to rbquest a meaeting with you on behalf of a group of institutional mvestors
several US cities and foreign countries. At least annually, | host these investor
dups in Wash}ngton for g 2-0ay program called Woridview Washington, to examine.
mment policies affecting sconomic performance, through the eyes of policy offi cuals
influential players

- ln September 1999, Larry Lindsey met over lunch at the Federal City Club wnh
.. my group of 12 ingtitutions. B

: Also in Septemb 1999, Dan Yergin, President of Cambridge Energey _
_ Associates (a coll ge classmate of mine) met with my group for lunch at the
" Tabard Inn In Washington.

, Condoleezza Rice met for breakfast at the Cosmos Club

in Septe}'nber 2
institutional investment leaders, among a variety ot other

Y.t with my Group of 1

3| ope the collegtal dialogue with these global investment leaders could aiso be useful for
u m your thvnkmg and planning. )

S majot institutions to attend, principally from the US, but also from

, France; and Japan, Likely participants so far include CIO"s, CEO s,

|
|

; We expect aboyt 1
(ﬁe UK, Germany




02/22/01 _16:27 FAX @oo2
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b nef strategists and chAl economists of TIAA-CREF, Wellington, Delawara Adww

'A p ) NG . O1Q FO Lid) 0 MaCM.huTF l"-. Je J1 an

general mclmptlon to accept this, I'd be happy to work out details with your schedulmg
ce, which we understand to be available via phone 586-5534 and fax 586-7573.

P S, On a personal note, our paths have crossed previously In connection with the
_Kahhl Gibran Memorial Garden on Embassy Row ~ which you were kind enough to
;guppon strongly as a Senator. 1 am ono of the co-founders and directors of the
Poundation that onglnat the Memorial, and worked closely with Bill Baroody, Sheryl .
ymeah, Bob Androws, angd others toward that goal. Your timely and Influential help from  :
e Senate, alorig with that of Nick Rahall, Mary Rose Oakar, and others in the House. Lo
A4S a(ways mu¢h appreciated. -
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Joe;

| am seeking your assistance is setting up a meeting between Secrelary
Abraham and the President and CEO of Mirant, Marce Fuller. The purpose of
the meeting is to introduce our new company and to review at a high level

our view on competitive energy markets with a particular emphasis on the
activities in California. In addition, we would like to share our thoughts

on the development of the Administration's energy policy.

Marce Fuller's executive assistant is Linda Fuller and can be reached at
678-579-7602 to schedule the meeting. If you need additional information
from me, | can be reached at 770-329-8206. A copy of Marce's bio is also
attached. .

Thanks for youf help.
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. MIRANT
Marce Fuller

President and Chief Executive Officer
Mirant Corporation

Current position Marce Fuller became president and chief
executive officer of Mirant Corporation in 1999. Formerly known
as Southern Energy Inc., Mirant is a global competitive energy
company with leading energy marketing and risk-management
expertise. 1t has extensive operations in the Americas, Europe, and
Asia-Pacific.

Earlier Mirant positions 1997 - 1999: Fuller was named president and chief executive officer of Mirant Americas
Energy Marketing when it was created in 1997. This industry leader provides energy marketing, financial services, risk
management, and physical delivery of energy commodities to large wholesale customers in North America. In 2000 it sold
more than 186 million-megawatt hours of power and more than 6.9 billion cubic feet of natural gas per day.

1994 - 1997: Fuller served as senior vice president of the North America division of Mirant. In that capacity, she had
responsibility for all aspects of asset development and management for Mirant’s North America assets, including
acquisition and financing strategy, construction, operations, environmental compliance, and financial performance.

1992 - 1994 As an international project director with the company, Fuller was responsible for business development
activities in Latin America, the Caribbean, Australia. and New Zealand. Fuller led negotiations for the purchase of
Hvdroelectrica Alicura in Argentina and EDELNOR in Chile. She also led the bid development and early negotiations that
resulted in investment in the power generation facilities of Trinidad and Tobago.

Career before Mirant 1990 to 1992: Before joining Mirant, Fuller served as assistant to the chief executive officer of
Southern Company Services, a Southemn Company subsidiary. In that assignment, Fuller managed numerous special
projects, including development of Southern Company’s strategy to cnter the international power market through its
Southern Energy subsidiary, which eventually became Mirant Corp.

1988 - 1990: Fuller was a senior analvst in Southern Company Services’ corporate finance area, where she conducted
financial evaluations of independent power projects as potential investments.

1985 ~ 1988: Fuller joined Southerm Company as a staff engineer in electric system planning at Alabama Power, one of the
company’s regulated operating companies. In that position, she supported Alabama Power’s negotiations for long-term
wholesale power sales to unaffiliated utilities

1983 - 1985: Fuller worked as an applications engineer for General Electric.

Boards and associations Fuller is a member of the board of directors for Cuntiss-Wright. She is also an officer of
Southern Company, a position she will rzsign when Mirant spins off from Southern Company in April 2001.

Education: BS, Electrical Engineering; University of Alabama (1983)
MS. Power System Engineering: Union College (1984)

For more information, visit Mirant’s web site at mirant.com.

Mirani — “See the Opportuniry "
0101
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"Ammu s Oil € Gas Producers

February 23, 2001

The Honorable Spencer Abraham
Secretary of Energy

United States Department of Energy
1000 Independence Avenue, S.W.
Washington, DC 20585

Dear Secretary Abraham:

We are writing to request a meeting with you on behalf of the members of the
Independent Petroleum Association of America (IPAA). IPAA represents thousands of
independent oil and natural gas explorationists and producers in the United States. While we
know that you have worked with members of IPAA over the past years, we think it would be
helpful for our leadership to meet briefly with you in your new capacity as Secretary of the
Department of Energy. The purpose of the meeting would be to describe the issues within your
department that we believe are most compelling and to offer our support to you and your
Department on all issues.

Obviously, we can make ourselves available at your convenience. Our Officers and
Board of Governors will be meeting in Washington, D.C. on the afternoon of Tuesday, March
13. Consequently, it would be beneficial if we could schedule a meeting either on the moming
of Tuesday, March 13, or on Wednesday March 14.

We look forward to meeting with you. If you have any questions regarding this request,
please contact either of us or Cori Cuttler at 202-857-4722.

Sincerely,
7% /‘7 M
Jerry Jorgan : . B Russell
Chairm Président

Indepondent Potroloum Association of America ¢+ 1101 Sixteonth Street, N.W. - Washington, D.C. 200386

ROR-857-A722 + Fax R0X-887-4799 + www.ipas.org

g s e — v 0 B



ONE HUNDRED SEVENTH CONGRESS

W i “BILLY" TAUZIN, LOUISIANA, CHAIRMAN

LEE TERRY, NEBRASKA
CHARLES F. BASS. NEW HAMPSHIRE

JOMN D DINGELL.

EUOT L ENGEL NEW YORK
TOM SAWVER, OO
ALBERT R WYNN, MARYLAND
GENE GREEN, TEXAS

KAREN McCARTHY. MISSOURt

LOIS CAPPS, CALIFORANIA

MICHAEL F. DOYLE, PENNSYLVANIA
CHRISTOPHER JOHN, LOUISIANA
JANE HARMAR, CAUIFORNIA

U.S. House of Representatives
Conmittee on Energy and Commeree
Room 2125, Rapburr House Office Building

TWashington, ME 20515—6115
st g}-'ebruary 22,2001

DAO V MARVENIANO, STAFF DIRECTOR

Ms. Elizabeth Campbell

Director, Natural Gas Division
Energy Information Administration
1000 Independence Avenue, SW
Washington, DC 20585

2001-005314 Feb 26 p 4:26

Dear Ms. Campbell:

I am writing to confirm the invitation for you to testify before the Subcommittee on Energy
and Air Quality on Wednesday, February 28, 2001, at 1:00 p.m. in 2123 Rayburmn House Office
Building. The hearing will be entitled "National Energy Policy" and will focus on natural gas issues.

This is one in a series of hearings on national energy policy. Your testimony should address
the current status of the natural gas markets, including the causes of the recent price increases; the
role of natural gas in a comprehensive national energy policy that addresses all forms of energy; and

how to increase the supply and deliverability of natural gas and ensure that adequate supplies reach
consumers in a timely and safe fashion.

Following are important details conceming the preparation and presentation of your
testimony.

The Form of Your Testimony. You are requested to submit a written statement which may
be of any reasonable length and may contain supplemental materials; however, please be aware that
the Committee cannot guarantee that supplemental material will be included in the printed hearing
record. Your written statement should be typed, double spaced, and should include 2 one-page
summary of the major points you wish to make. You will have an opportunity to present an oral
summary of your testimony to the Subcommittee; to ensure sufficient time for Members to ask
questions, your oral presentation should be limited to five minutes.

Pursuant to Rule 4(b)(1) of the Rules of the Energy and Commerce Committee (a copy of
which is enclosed), I am requesting you provide 75 copies of your written statement at least two
working days in advance of your appearance. This will allow Members and staff the opportunity
to review your testimony. On the day of the hearing, please bring an additional 75 copies of your
testimony to satisfy the anticipated public interest in this hearing.
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Ms. Elizabeth Campbell
Page 2

Rule 4(b)(1) of the Committee_Rules also requires that, if you have the technological
capability, you should also submit a copy of your testimony 1n electronic format, i.c., on a computer
disk. The Committee will post your testimony to the Committee Website (at
"http://www . house.gov/commerce/welcome html") after the hearing. This will increase public
access to your testimony and reduce the Committee's printing costs. Please be aware that submission
of your testimony in electronic form does not relieve you of the obligation to submit the requested
number of printed copies of your testimony. Additional guidelines for submission of testimony in
electronic format are enclosed.

_ Please send the electronic and printed copies of your testimony required two working days
before the hearing to the attention of the Legislative Clerk for the Committee on Energy and
Commerce in 2125 Raybum House Office Building, Washington, D.C. 20515.

The Truth-in-Testimony Requirement. Clause 2(g)(4) of Rule XI of the Rules of the House,
and Rule 4(b)(2) of the Committee Rules, require that witnesses appearing in a nongovernmental
capacity disclose the amount and source of: (1) any federal grant, or subgrant thereof, by agency and
program; and (2) any federal contract, or subcontract thereof, received by the witness, or by an entity
represented by the witness, during the current fiscal year or either of the two preceding fiscal years.
Enclosed is a two-sided page which is intended to assist you in complying with this requirement.
This completed form, and a copy of your curriculum vitae or resume, should be included with each
copy of your testimony.

Publication of the Hearing Record. Rule XI, clause 2(e)(1)(A) of the Rules of the House
requires the Committee to keep a written record of committee hearings which is a substantially
verbatim account of remarks made during the proceedings, subject only to technical, grammatical,
and typographical corrections. Your testimony, the transcript of the hearing, and any other material
that the Subcommittee agrees to include in the hearing record (subject to space limitations) will be
printed as a record of the hearing. You will receive a copy of the printed hearing record when it
becomes available, usually 30 to 60 days after the date of the hearing.

If you have any questions concerning any aspect of your testimony, please contact Andy
Black of the Energy and Commerce Committee staff at (202) 225-2927.

Subcommittee on Energy and Air Quality

Enclosures: (1) Electronic Format Guidelines
(2) Rules for the Committee on Energy and Commerce
(3) Truth-in-Testimony disclosure form
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AMERICAN AMERICAN EDUCATION INSTITUTE

A HOY FOR PROFIT CORPORATION

EDUCATION J. A. CASAZIA + PRESIDENT

82086 DONSEY DRIVE « SPRINOFIELD, VA 22152
703.569.3579 PHONE ¢« 703.5689.3579 rax
INSTITUTE dexzyﬂd:t&ﬂﬂ:lonla:n * WWW_ OBLIGATIONSNEEDED.COM

AMEREDINST@EROLS.COM

The Honorable Spencer Abraham
Secretary of Energy

Rm.7A257

1000 Independence Ave.
Washington, DC, 20585

Re: National Effect of Electric Power Restructuring
Dear Mr. Abrams:

As a loyal and strong supporter of the Republican Party and our new President,
George W. Bush, I have become increasingly concerned with our US national electric
power policy. The lack in our Federal Government, particular in the Department of
Energy and the Federal Energy Regulatory Commission, of competent people to assess
the impact of potential new policy on all new Americans is startling.

1 have attached a copy of an article which will be appearing in the March 1, 2001,
issue of Public Utilities Fortnightly, a widely circulated national magazine. I thought you
would like to see it in advance. It indicates that solely because of government policy,
largely originating in the Federal Government, our national electricity costs are
increasing more than 10%. These are the total costs to all consumers in the USA. The
distribution among various classes of customers, industrial, residential, and commercial,
depends on state and business practices. The fact remains, however, that our polices are
leading to a significant and unjustified transfer of money from those using electric power
to those providing electric services. This is being done without any consideration of the
impact on our national economy, and the impact on the reliability of service and
consequence to human suffering that results from power interruptions.

I have included a brief summary of my qualifications to support my views. My
hope is that you or a key member of your staff will see this article and recognize the need
to evaluate the costs and benefits of past policy and, as I say in the article, save what is
good, throw out what is bad, and restructure the rest.

A hopeful Republic supporter.

Sincerely,
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ERRANT ECONOMICS? LOUSY LAW?
MARKET MANIPULATION?
ALL THREE !!

By J.A. Casazza
President, American Education Institute
IEEE Life Fellow

Public Knowledge:

Transparency. Economists stress the need for it so those who vote with their
dollars can make iintelligent decisions. Why has data been concealed on the cost
increases needed to achieve electric power restructuring (erroneously called deregulation)
that has taken place and is continuing to take place? Has the withholding of such
information been an instrument for manipulation of public opinion? Clearly, yes.

The purpose of this article is to assist the process of providing national
transparency. Information must be collected to enable an overall evaluation of the costs
and benefits of present policies, and, hopefully, development of unproved future policies
out of the disasters of the past ten years.

Booming prices, more power interruptions. It is a national problem. What has
caused it? FERC blames higher costs because of generation shortages and rising fuel
prices. The California PUC blames market abuses from the lack of true competition. .
The economists complain a true competitive market has not been established. These
related views do not address the cére of the problem. The entire restructuring process
failed to investigate the costs and benefits resulting from the policies being adopted.
Unlike our environmental procedures, an impact statement was not required from those

proposing major changes in how electricity was to be produced, distributed, bought, sold,
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and priced. The huge number of those that would benefit from the restructuring were not
interested in any analysis of the costs and benefits. Those in government saw political
capital in claiming electricity price reductions; those in the electric power industry saw a
potential for large profits; those in the professions saw a chance for incrczisai business
and to earn large consulting fees. They sold restructuring to an unwary public on the
mantra that competition is good - it will reduce prices. Only a few in the engineering
profession stood their ground and argued that the effects of what was being done had not
been analyzed.! They were accused of "creating a smoke screen to prevent progress.”

What have the results shown?

Errant Economics

Time. What is its role in economics? Do the economics of a business change
when the time between production and use of a product is months, or weeks, or days, or
with the speed of light? The electric power business is unique. It has the shortest time
constant between production and use, ie., zero, and the longest time constants for
increasing production and delivery capacity, Le., years. Most businesses provide a
product such as gas, water, steel, ice cream, and shoes. The characteristics and quality of
the products they provide can be different. Products can be made or obtained in advance
of need and stored by the producer or users for future needs if price change are
anticipated.

Many other businesses provide services such as the telephone, express mail, and
Internet access. In these service businesses, there is time available for provision of this

service. The characteristics of the service can be different, e.g., FedEx vs. UPS vs. US
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Mail. Delays are acceptable if the facilities for the service are not available when
requested.

Electricity is really a service, not a product. It is a means for taking energy in one
form (e.g., fuel) from one location and delivering it instantly to other loca—ti:)ns In a more
useable, deliverable (wires) and controllable form. A kilowatt hour is the same
everywhere, there can be no product differentiation. There are no inventories possible
with electric power. Busy signals are not acceptable when a user flicks a switch to light a
room. The operational time constant for electric power is zero. The planning time
constant for the electric power industry is two to ten years. No other industry requires the
amounts of time required by the electric power industry to increase production and
delivery capability. A key factor in the economics of any business is the ratio of these
two time constants.

The economic theory used in restructuring the electric power industry has been
badly flawed. The economists from some of our most prestigious universities have failed
to fully understand the electric power industry before applying their theories to it.

As stated by Dr. Eugene Coyle:’

... economic efficiency will not result and cannot result from an
unregulated power industry. ... furthermore, ... such a market cannot
provide rates that will be 'just, reasonable, and non-discriminatory’ as is
now required in the statutes or regulations of most states."

The standard theory of competition fails in industries where the product
sold is an undifferentiated commodity, and separately requires large fixed
investment, or 'overhead costs'.

Electric power has these characteristics.

Human behavior has not been correctly considered in developing the economic

theory for electric power. John Maynard Keynes® wrote:
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The beauty and simplicity of such a theory are so great that it is easy to
forget that it follows not from the actual facts, but from an incomplete
hypothesis introduced for the sake of simplicity. Apart from other
objections to be mentioned later, the conclusion that individuals acting
independently for their own advantage will produce the greatest aggregate
of weaith depends on a variety of unreal assumptions to the effect that the
processes of production and consumption are in no way organic, that there
exists a sufficient foreknowledge of conditions and requirements, and that
there are adequate opportunities of obtaining this foreknowledge. For
economists generally reserve for a later stage of their arguments the
complications which arise - (1) when efficient units of production are
large relative to the units of consumption, (2) when overhead costs or joint

- - costs are present, (3) when internal economies tend to the aggregation of
production, (4) when the time required for adjustments is long, (5) when
ignorance prevails over knowledge, and (6) when monopolies and
combinations interfere with equality in bargaining - they reserve, that is to
say, for a later stage their analysis of the actual facts. Moreover, many of
those who recognize that the simplified hypothesis does not accurately
correspond to fact conclude nevertheless that it does represent what is
‘natural' and therefore ideal. They regard the simplified hypothesis as
health, and the further complications as disease.

He has described remarkably well, many years ago, the characteristics of the
electric power industry.

Dr. Coyle also cites Game Theory developed by Lester G. Tesler*, an economist
at the University of Chicago. Tesler concludes that the players in the game - producers of
electricity for example - should "cooperate™ to reach economic efficiency, i.e., the best
solution for society.

Clearly much of the economic theory that has applied in the restructuring of our
clectric power systems has been wrong -- it has failed to recognize the unique
characteristics of our electric power systems. For this, some of our leading universities
are largely at fault. They appear more concerned with the research grants they could

obtain, and the consulting fees they would subsequently earn, than the public welfare.
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Inherent Costs of Restructuring

To provide a definitive and precise summary of the inherent costs and benefits of
the restructuring of the electric power industry is a massive assignment. It needs a
collection of data for all costs that changed because of restructuring. Thi-sdobviously
requires a projection of what they would otherwise have been, data that can be projected
only approximately, even with knowledge of the procedures in place before major
restructuring was initiated. Based on such knowledge, a list of specific costs and benefits
increases resulting from recaructuring could be estimated. Also needed is a vast amount
of actual cost data from every §tate and region of the USA, and from those providing
electric power, much of which would not be made available under claims of its
"competitive value".

How to proceed? Start through the forest by accumulating what can be obtained
from available sources. Where only a small amount of data for a state or a company can
be obtained, obtain as many samples as possible, and average them. Costs also have to
be classified to determine which are initial one-time only costs and which are costs that
will continue for many years. Using judgment, these data can be pro-rated to obtain an
indication of national costs and benefits for each category. Review of the itemized data
can provide an estimate of overall national totals. While such fragmentary data doesn't
provide precise numbers, as in intelligence or detective work, it does provide an
indication of the answer. It will get you in the ballpark, but not to home plate.

For more than four years, I have been collecting and reviewing information from
many sources for this purpose, including NERC, EIA, FERC, DOE, EPRI, IEEE

magazines, newspapers, the Congressional Research Service, and the Internet. I have
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also obtained information from my personal contacts, from those attending my IEEE
Distinguished Lectures, from my lectures for the American Education Institute, and from
fellow engineers who have been involved in various restructuring consulting
assignments. Based on this data, and my professional judgment, I have compiled my
estimate of the costs and benefits of restructuring.

Table I provides the results of my analysis of cost increases. It shows that,
without any market manipulation or change in fuel prices, the restructuring policies
adopted in the USA have caused cost iﬁcreascs requiring an overall increase in the
national annual cost of electricity of about $27.8 billion, or 13% of average national
prices. A breakdown is given in Tables 11, III, IV, and V, which show the increases in
capital, operating, administrative, and reliability costs. These tables reflect the results of
sales of close to 100,000 Mw of generating capacity at several times book value. Also a
key factor were the disincentives to build new transmission lines.

Annual cost increases have been used in this analysis. Some costs will be
incurred as a "lump sum”. Others will be spread over many years. To obtain estimated
annual costs, "lump sum” costs were typically assumed to be recovered over a 10-year
period based on a 15% return. While effort was made to avoid "double counting,” and
while a small amount of these costs may remain to be recovered in the more distant
future, they represent the order of magnitude of the extra electricity cosfs from
restructuring.

Total costs to be borne by consumers have also been estimated, although only
those that need to be recovered in the price of electricity have been used to determine the

required 13% average national increases.
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A remaining question still requiring an answer is "would our generation shortages
have been so severe, and our reliability problems been as great if we had continued to use
our former procedures of inter-company cooperation and split savings on power
interchanges?" Many believe the answer is no. A competent analysis shbflla be made to

determine the answer to this question.

Benefits of Restructuring

The benefits of restiucturing can not be easily determined. However, with some
reasonable assumptions and the available data, order of magnitude projections can be
made. These are shown in Tables V1. It shows the estimated benefits accruing to
consumers, not the huge profits accruing to the suppliers. An estimate of annual benefits
to consumers of about $6.9 billion is reasonable. This amounts to an overall annual

decrease in the cost of electricity of about 3%.

Market Manipulation

The "rules of the game" as established by legislation and regulation have provided
opportunities for organizations to "game the market". This is what some believe
competition is all about. In other industries manufacturers decide when to produce or
how to provide their services, how to price them, etc., to maximize their immediate
profits. This is the inherent flaw in much of the legislation that was adopted for electric
power. The rules of the game induced a "profits now" approach, not an approach
designed to minimize long-term costs. Adequate investigations have not been made of

the incentives to withhold generating capacity or to adjust reliability rules to reduce
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competition, and the taking of other measures which would increase the scarcity of
electric generation so as to drive prices and profits up.

A key ingredient for pmvidi;lg the ability to manipulate the market, has been the
lack of knowledge and understanding of those in state governments of the -c')f)eration and
economics of electric power systems.> Market manipulation in California provides an
unfortunate example. Fellow engineers with whom I have associated have told me that
while working as consultants in the California restructuring, they knew that the system
being established was one thiat would encourage the deliberate creation of shortages and
withholding of generating capacity from operation and the delaying new capacity
installations in order to maximize profits. These engincers were required to sign
confidentiality agreements which prohibited them from discussing the problems they saw
when working as consultants in the California restructuring.

Universities have been given funds to do research on generating procedures and
bidding procedures for both transmission righis and available generation that would
maximize the profits of the bidder with no regard to the impact on total costs for
electricity. Consultants have been asked to find locations for new generation that would
cause transmission constraints for competitors, enabling the new plant to sell at a higher
price or to capture a market. Those who have investigated recent experience in
California have commercial or marketing backgrounds. A lack of understanding of
power system operation is apparent in their procedures. Procedures for much more

thorough investigations are available.
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Based on my many years of experience, 1 believe "gaming the system" has
increased national electricity costs somewhere between 1% and 5%. In my judgment, an

estimate of 3% 1s reasonable.

Increasing Fuel Costs

Increasing fuel costs have been responsible for some of the large electricity cost
increases that have occurred recently. Fuel costs historically have been about 40% of
total electricity costs. A 50% increase in the cost of fuel (oil, gas, and coal) would
increase overall electric costs about 15% since hydro and nuclear costs would not be

affected.

Overall Cost Increases
A reasonable projection of the overall increase in national electricity costs by

major components is shown below.

Increase from restructuring 13%
Decrease from restructuring 3%
Increase from market manipulation 3%
Increase from fuel costs 15%

TOTAL INCREASE: 28%

This is not far from the overall national cost increase that has occurred in
electricity in the past year. It shows a net requirement to increase costs of about 10%
solely as a result of restructuring. In addition, consumers will bear in other ways a cost
increase of about 3% because extra reliability related costs as shown in Table V. The
decline in reliability is also causing some consumers to spend money to buy small

generation units for emergencies, an additional extra cost not included.
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There are some additional costs that have not been included which have not
received adequate attention. One is the securitization of debt as a part of the
restructuring. Some states have guaranteed for the utilitics some of the debt incurred as a
part of the restructuring process. This securitization process has reduced débt cost, about
4 percent, e.g., from 11% to 7%. There is no free lunch, however, since this benefit is
being achieved at the expense of "trading on the debt ratings” of states which provide it.
When such states require additional financing the mterest rates they will pay will
recognize their securitizatica obligations. The costs of "trading on the debt ratings" of
the state is something that taxpayers will have to pay sooner or later.

Lastly, and perhaps most importantly, some contracts for sales of generating
capacity are being accompanied by a requirement that the seller buy the output of the
plant for a number of years. The California experience has demonstrated the importance
of such contracts. The negotiations for these sales present great risks, however. Sellers
want to maximize the sale price to obtain funds for other purposes. This can be done by
agreeing to buy back the plant output at a high price. The higher the price paid for plant
output, the higher the sale price of the plant. Some oversight over such sales seems

necessary 1o protect consumers interests.

Why?
The rush to "deregulate” was initiated in the United Kingdom (U.K.). Claims
were made of the benefits which were blindly accepted in the USA and worldwide. The

results of the UK. changes were huge profits to the new owners and higher prices to

10
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consumers.® The huge profits have been used to buy systems and plants throughout the
world.

Large industrial users in the'USA were concerned with unfair rate structures in
most states which overcharged industry and undercharged residential consumers. Their
concern was solely to lower their electricity costs. They saw the introduction of
competition as a means to do this. They shortsightedly failed to consider the increased
costs to achieve this and the impact on our overall economy.

The economists, lav-yers, and those with commercial interests took over contro}l
of policy for electric power. The political approach of input from “stakeholdcrs_" gave
controlling influence to those with large amounts of money at stake. The need for
technical competence in setting policy was not recognized. No one represented the
average consumer. The overall concern was with commercial and legal questions, not
technical questions. The lack of knowledge and investigation of potential effects by
legislators, regulators, was an important flaw. The press parroted analogies with other
businesses which had vastly different characteristics. Our universities were dominated by
economic theorists who would not listen to those questioning their views.

Utilities were won over by promises of huge payments for stranded costs. The
California utilities originally opposed the restructuring plans proposed by the legislature,
recognizing they would increase costs. They agreed to support the restructuring plan

after agreement they could recover a $26 billion stranded cost settlement.
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Conclusions

A significantly increasing portion of the nation is realizing that the promises of
lower electricity prices of those who advocate the restructuring of the electric power
industry were grievously in error. The "gurus” at our universities, the high T’Anking
government officials, and those in the industry (both independent power suppliers, large
industrial firms, and in existing utilities) saw this as an opportunity to obtain considerable
economic or potential benefits for themselves or their companies. Many made ridiculous
analogies with the electric power business to other businesses. They provided
considerable misinformation (e.g., the Federal Reserve Bank's latest publication on the
electric power industry). Their activities lead to reduced research in the electric power
technology, and reduced funding for education for the new generation of engineers
required to develop our new electric power technology.

The changes resulting in these massive errors were a reaction to many years of
unfair regulation by often incompetent regulators, many of whom were concerned with
their political and professional futures rather than protection of the consumers. A system
which did not reward good management and penalized some companies unfairly led to
the need for change. Unfortunately the changes made have resulted in a new system
which results in higher costs, which produces higher profits, and must increase prices.
We jumped from the frying pan into the fire.

The concern with profits now, rather than long-term minimum costs, in a business
with the time constants of the electric power industry was doomed to cause the public
severe harm. We are now facing a turbulent future. The egg cannot be unscrambled.

What we need to do is to save what is good, remove what is bad, and restructure the rest.

12
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We need a close examination of the formulation of customer-owned cooperatives as a
solution to our bulk supply problems. We need to reintroduce technical competence into
the policymaking procedures. We need to drop the ridiculous regulatory requirement that
those who have experience in the management, planning, design, and op;:-fﬁtion of our
electric power systems cannot serve in positions-on the boards of directors for our
reliability councils, ISO's, RTO's, and other governing organizations. We need to bring

back technical competence and concern for the overall public interest.

NOTES:

1. The author requests that any having specific data related to the costs and benefits of
restructuring send it to him. Information collected will be compiled with a copy sent to all who
contributed.

2. A novel written by the author entitled "Sham? Shame!™ will be published shortly which will

provide insight into the people who have been involved and the intimate events which lead to the
developments discussed in this article.

13
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TABLE 1
~ Extra National Costs from Restructuring

Annual Cost Increase

Billion $/Year

Capital Related Costs (Table II) 11.4
Operating Related Costs (Table III) 13.3
Administrative Costs (Table [V) 31
Annual Cost Increases to be recovered by electric supplier 27.8
from customers.
Reliability related costs borne directly by customers (Table V) 6.0
Total Annual Cost Increases 338
Required Increase in Electricity Costs:

Annual National Electricity Use: 3,240 billion Kwhr

1999 Average National Electricity Cost: 6.66¢/kwhr

Increase Required by Restructuring: $27.8 Billion

.85/kwhr
Increase Required by Restructuring: 13%

14
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TABLE II

National Annual Capital Cost Increases ..
Resulting From Restructuring

-Annual Cost
Increase
3 _ Billion $/Year
* Purchases of Generation Assets Above Book Value $6.2
(includes increases in investment, increase in return on investment,
associated consulting, financing, and legal costs)
* Extra Generating Capacity Required $22
(more capacity required for increased uncertainties, decreased
coordination, transmission limitations, and to provide an improved
competitive market)
* Mergers $1.1
(includes payments for consulting and legal advice, financing costs,
golden parachutes for executives, early retirement costs for staff

reductions)

* Unbundling $0.3
(includes accounting, consulting, and legal fees)

* Stranded Costs $1.0

(includes extra costs for buyouts of power purchase contracts
mandated by government and early payment for regulating assets)
* Metering Costs . $0
(extra metering costs required to factlitate retail wheeling)
TOTAL EXTRA CAPITAL COSTS: $11.4

[+,
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TABLE III

National Annual Operating Cost Increases

Resulting From Restructuring

*Establishment of ISOs, RTOs, TRANSCOs
(includes recovery of start-up costs, additional software costs, extra
annual operating costs, increased costs for NAERO and reliability
councils)
* Energy Costs
(extra costs for payments based on highest bid price rather than actual
bid price for portion of nation where this is done, for scheduling
dispatch based on prices instead of incremental production costs, and
for increased transmission losses)
* Power Exchanges, Marketing Organizations
(includes initial costs plus annual operating costs)
* Hedging Contracts, Risk Minimization
(extra costs for hedging contracts, for risk minimization services, and
for futures contracts)
* Transactions Cost
(extra costs for billing compiexities resulting from wheeling and
customer choice)

TOTAL EXTRA OPERATING COSTS:

Annual Cost
Increase
Billion $/Yezar
$1.1

$9.7

$1.2

$1.2

$0.1

$13.3

16
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TABLE IV

National Annual Administrative

Cost Increases

* Costs for Extra Hearings, Filings
(includes costs for legal services, staff, and lobbying)

* Coordination Contracts
(extra costs for coordination contracts to achieve system

coordination with competition and unbundling)

TOTAL EXTRA ADMINISTRATIVE COSTS:

Annual Cost
Increase
Billion $/Year
$0.6

$2.5

$3.1

17
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TABLE V
National Annual Reliability -

Related Extra Costs
Annual Cost
- Increase
Billion $/Year
*Increases in Interruptions and Power Curtailments $5.0
(extra costs occurring to consumers)
* Loss of Life to Customers Equipment $1.0
(loss of life for motors from increased heating during voltage
reductions)
TOTAL EXTRA RELIABILITY COST: $6.0

i8
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TABLE VI
National Annual Cost Reductions

from Restructuring
Annual Cost
: Decrease
- - Billion $/Year
* Reductions In Capital Costs $0.9

(including reductions in capital costs for new plants,

improvement from reductions in generator down time, and

reductions in transmission additions)

* Reductions in Operating Costs , $3.0
(including improved efficiency of existing thermal plants,

reductions in labor costs less increase in contract labor)

* Reductions From Mergers $1.5
* Reduction in Debt Costs From Securitization $1.5
TOTAL REDUCTIONS: $6.9

19
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2001-005249

Cinergy Corp.

139 East kourth Street

Suite 3019

1.0, Box 960)

Cincinnati, OH 45201-0960
Tel S13.287 2888

Fax 513.287.3116

JAamis E. ROGERS
Chainman, President &
Chief Executive Officer

- —

February 23, 2001
CINERGY.

The Honorable Spencer Abraham
Secretary of Energy

U.S. Department of Energy

1000 Independence Avenue, SW
Washington, DC 20585

Dear Secretary Abraham:

Thank you for taking time to meet with me and my fellow CEO’s to discuss
comprehensive energy legislation as well as environmental legislation for coal-fired
power plants.

We look forward to working with you over the next few months to help create a much
needed national energy strategy that properly balances both our environmental goals and
our energy needs.

In this regard, I have enclosed a recent editorial piece that I wrote for the Indianapolis
Star that discusses the importance of comprehensive environmental legislation in the
context of establishing a national energy policy. It touches upon many of the points we
discussed during our meeting. Also enclosed is a copy of our annual report for 2000.

Thanks again for your attention to these important issues.

Best,

Enclosures
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THE SECRETARY OF ENERGY
WASHINGTON, D.C. 20585 -

February 23, 2001

- 2001-004565

Mr. Glenn English o
Chief Executive Officer
National Rural Electric
Cooperative Association
4301 Wilson Boulevard
Arlington, VA 22203-1860

Dear Mr. English:

Thank you for your letter of congratulations. I
appreciate your taking the time to write.

I look forward to serving the Bush Administration and
the Nation as Secretary of Energy.

With best wishes.
Sincerely,
i »
Spencer Abraham

@ Printed with soy ink on recycled paper

27779



2001-005451 2/27/01 4:24 O
| 00%%5 |

Secretary, The

From: Tzeiér ~ - - N BT ose
Sent: Monday, February 26, 2001 6:11 PM

To: Secretary, The

Subject: U.S. Energy Policy Development

Helic. My name is Steven Tzeferakos and | am an economist with industry
Canada HQ, (a federal govemment department here in Oftawa, Canada). .

My director has requested that { begin to look info curent and future U.S.

energy policy developments, (at the moment, primarily in regards to the

‘Cheney Energy Task Force'-National Energy Policy Development Group which

Mr. Abraham is a member of). There seems to be some material out there but

I'm not quite sure how reliable some of it is. Would you be able to provide

me with detailed information {reporis/briefings) in regards to these

initiatives, their aims, current progress/findings and related upcoming

developments in this process? . -

Information on near term anticipated releases &/or upcoming meetings would

be of use in ensuring that the Assistant Deputy Minister is up-to-date and

doesn't miss anything over the next little while. ( For example, | believe

that in the near future there will be a House Energy Subcommitiee hearing on
National Energy Policy this Wednesday, and a "Problems Report issued by the
Policy Development Group on March the 10th?) Do you have such information or
know of the appropriate contacts who could help me in this matter? Your
suggestions and assistance would be greatly appreciated.

Sincerely,

Steven A_ Tzeferakos
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rama2s . 2001-005412 Feb 27 p 12:24

NOTE TO THE HONORABLE SPENCER ABRAHAM AND ANDREW LUNDQUIST

FROM: J. Robinson Wesf{ ; (; .

RE: Comments and Suggestions for Bush/Cheney Energy Policy

Per our discussion, there are ceveral basic concepts which should be kept in mind and underpin an
energy program.

1. The current energy crisis took a long time to create and it will take a long time to solve.
2. The solutions should be based on market forces, which the Administration can facilitate.
3. The government already has a role in markets (access to land, taxation, environmental

regulation, etc) so that the argument of “keeping government out of it” is nonsensical.
The key question is what is the appropriate role for government? Doing nothing may
simply reinforce existing distortions.

4. Diversity of supply equals security of supply.
5. The Bush Energy program cannot be seen as anti-environment.
6. Impacted local communities should receive some rewards, not just all of the risks, of

energy developments.
Some specific thoughts include:

1. Create the position of Energy Infrastructure Coordinator (EIC) in the White House, with
a specific purpose of expediting all elements of federal review and permitting for any
project to be deemed of national energy significance. The basic concept would be to
ensure that the federal government provides the minimum bureaucratic resistance, as
appropriate, to energy projects. The EIC would have a network of energy coordinators in
each relevant department and agency, and there would be specific deadlines and
mechanisms to encourage accountability. It would also be useful for each state to name
an appropriate official responsible o the Governor so that there would be a Federal-State
partnership to expedite project development. A partial mode] for this roie can be found in
the Energy Mobilization Board legislation of 1980, which was draconian in its powers
over the states. (See attached material)

2.~ Interstate electric transmission is a crucial issue. Federal eminent domain authority for
natural gas pipelines do not apply to electricity. New approaches might include:

A. New transmission lines needing federal siting assistance would be
identified by FERC approved RTOs as part of their comprehensive
resource planning process.

B. Vest the federal power marketing agencies and federal entities such as

TVA with new authority to construct such lines with limited ability to
waive state and local need determinations, siting and permit
requirements. Based on a valid RTO request, the Secretary of Energy
would designate the appropriate federal entity to assume lead

. responsibility for line development.
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C. By legislation, give federal eminent domain to I0Us to build RTO-

approved projects.

D. Require consolidation of federal-state (including multi-state)
environmental review. -~

E. 1 would also urge that the Administration encourage merchant

transmission lines to be built by investors who charge negotiated rates.
Furthermore, since the investors would be at risk and thus have no
market power at the inception of the project, there should be no “open
season” forcing them to size the project against their commercial
interests.
The “Balkanization” of electricity regulation among the states is a serious problem which
must be resisted. 1 would propose the creation of a program which would collect data on
electricity regulatior regimes, evaluate them and make a recommendation for key

- elements which should be included in each state regulatory program. This process would

be co-chaired by a governor, perhaps Tom Ridge of Pennsylvania and an energy industry
executive such as Ken Lay of Enron. The idea would be to create a system of state
regulations which is mutually compatible, but each state would be responsible for
designing its own system. Furthermore, states would be incentivized to comply with the
program by offering powerful incentives such as no FERC requirement that neighboring
states interchange power, penalties for capacity shortages, reduced federal grants, etc.
Related to the above, the Administration should encourage a model consumer
transparency statute for states to adopt that requires electric companies to break out
separately the costs of fuel/purchased power and generation capacity (depreciation,
O&M, overhead, transmission/distribution costs, and margin), etc.

I’d suggest that the FERC, the Attorney General and whatever appropriate authorities
analyze any potential instance where IPP operators may have been keeping their capacity
off-line for more than necessary maintenance. If it should be proven that the operators
are “gaming” the system, there should be serious penalties such as loss of licenses.
Consider establishing a Sallie-Mae type quasi-government agency which would later be
privatized, to create a web-based efficient and simple market in fuel oil/natural
gas/gasoline/electricity hedging instruments that small and medium sized businesses, and
perhaps even individuals, can use to minimize, or make predictable, their future energy
costs. This would give the small consumer the tools and power to manage energy risk.
{Details to follow)

The issue of fuel specifications has become completely unmanageable with a multiplicity
of differing state regulations on MTBE and oxygenates. We are creating artificial
shortage through regulation. I would suggest creating a commission with several
governors, oil industry executives, representatives of the scientific community and the
agriculture community, as well as the Secretaries of Agriculture, Energy and EPA to
develop a strategy for fuel specifications. Dave O’Reilly of Chevron and Clarence
Cazalot of Marathon would be the two best industry chairmen to work with on this issue.
The commission should have a short fuse (120 days) to study the issue and report back.
Based on the commissions report, legislation would be introduced as necessary, federal
regulations written consistent with it and hopefully state regulations as well. There
should be clear incentives for the states to comply, such as withholding of some federal
highway funds, since this is a critical transportation issue.

To encourage international exploration by US companies for increased diversity of
supply, the Administration should A) set clear standards on sanctions (no unilateral
sanctions and sunset provisions) and B) clarify the issue of foreign tax credits to avoid
double taxation, substantially disadvantaging U.S. companies.
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9. I would suggest tax incentives-be kept to 2 minimum for the oil and gas industry with the
exception of adjustments made to eliminate distortions caused by the existing tax code.

10. The natural energy market is North America including Canada, Mexico, Trinidad,
Venezuela and Colombia. This could be particularly significant for the ENG business.
To focus on Mexico alone is a mistake. If interested, we can help you design a regional
strategy.

Il I believe that the Administration must put forward an energy program which is seen as
constructive from an environmental standpoint as well. The Administration should
present a different approach than Kyoto, with a carbon emissions program which includes
coverage of China and India, emissions trading and the use of sinks. I urge that the

- Administration be creative and flexible, and be seen as sensitive and seeking market
based solutions to this difficult issue, which cannot be ignored.

12. The federal governm=nt, including the U.S. military, has substantial land which could be
used 1o site energy projects (power generation, refineries, etc.). This should include
surplus land, as well as unneeded or excess land on operating government sites. The
government is holding land it doesn’t need.

13. Incentives should be offered to local communities, not just the states, to encourage
energy project developments. For example, coastal communities should receive some of
the bonus and royalties from offshore lease sales. Currently, communities bear the risks
but get no direct benefits, thus having no incentives to support energy deveiopment.

I hope that some of the above suggestions are useful. We would be happy to expand on them
further should there be interest. Also, as [ mentioned, we can help pull together policy documents
or speeches if you need some support.

1 look forward to hearing from you.
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THE ENERGY MOBILIZATION BOARD 7

As a central element in his strateqgy for restoring national 10
energy security, President Carter has proposed establishment 11
of an Energy Mobilization Board in the Executive Office of 12
the President. Modeled on the War Production Board of Worlad 13
War I1I, the EMB will, in the President's words;- "...slash 14

through red tape and bureaucratic obstacles and set absolute 15
deadlines for actions at the Federal, sState and local 16
levels."” 16
The Permitting Maze - o 18

19

Without an effective EMB, the President's import reduction 20
goals cannot be met. Federal, State, and local regulation 22

has become so complex that, for example, a geothermal power 23
plant on the West Coast could involve at least 25 agencies, 24
12 public hearing requirements, multiple environmental 25
impact statement requirements, and 12 potential 25
opportunities for judicial challenge. Other major energy 27
facilities, such as oil refineries and synthetic fuel plants 27
would face similar propects. To clear these labyrinths and 29
bring a plant on line could take at least a decade, and this 30
could increase if a project is controversial. At this rate, ch
it could be well past 1990 before substantial new energy 32
capacity can be generated from alternative fuel sources. 32
33

o The Sohio Example -- Indeed, already, major projects 34
have foundered simply Dbecause of the time, 35
uncertainty, and resultant costs inherent in the 36
approval process. In March of this year, for 37
example, Sohio announced the abandonment of its five 38

year, $50 million effort to secure the more than 700 38

permits necessary to revamp an existing pipeline from * 39
California to Texas to carry California and Alaskan * 40

crude oil to midwestern and eastern markets. * 41

A Systematic Solution: The Enerqgy Mobilization Board 43
44

Comprehensive new legislation 1is needed to assure that 45
critically needed energy facilities receive prompt and 46
priority attention: from permitting agencies at each level of 47
government. Prompt decisions -- whether yea or nay -- are 48
essential to effective implementaticn of energy policy. 49
50

o Purpose of the Board -- The EMB will meet this need. 51

Its purpose 1s simple: to designate critical, 52
nonnuclear enerqgy facilities and, for each of them, 53

to convert disparate, disconnected proceedings and 54

-~ requirements into a single, coordinated decision 54
process, expedited as much as possible, without 55
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altering the substantive Federal, sState, or local 56
standards pertinent to securing the requisite 57

permits. 57

‘ 58
The Board would be responsible for "~ designating 59
proposed energy facilities as critical to achieving 60

national import reduction gcals, and then to fix and * 61
enforce a schedule for the completion of permit * 62
decision-making on the designated facilities. No * 63
more than 75 projects could be designated at any one 63
time. 63

: 64
Under the President's proposal, the Board would 65
include three members appointed by the President and 66

confirmed by the Senate, each serving at the pleasure 67
of the President. One member would be designated 68
Chaimman by the President. : 68

€9
Authorities Needed for Fast-Track Permit Decisions -- 70
The President's proposal gives the EMB five basic 71
authorities. Each of these is essential to creating 72
a “fast-track" mechanism which is both effective in =~ 73
streamlining the permitting process, and balanced in 74
maintaining applicable substantive law and minimizing 74
changes in governing procedures. It is crucial that 76

Congress give the Board the legal tools it needs to 77
do the job; otherwise, the EMB could become another 77

bureaucratic 1layer, and even compound the problem it 78
is supposed to solve. 79
80

The five key features of the President's proposal 81
are: 82
83

~- The EMB should have authority to establish a * 84
project decision schedule, binding on Federal, * B85
State, and local permitting agencies, for =* 86
projects it designates as critical to the * 87
Nation's import reduction targets. 87

88

-- The EMB should have authority to waive, modify, * 89

or consolidate procedural requirements, including * 90
environmental impact statements, where such steps * 91

can be taken without curtailing adequate 92
consideration of legally pertinent issues and 92
without cutting off opportunity for participation 93
by interested persons. 93

94

-- The EMB should have authority to enforce its * 95
schedule, by substituting itself for an agency * 96

’

27785




which fails to meet applicable deadlines, and 97
making the agency's decision itself -~ in 97

accordance with applicable substantive law. If, 99
however, a Federal, State or local "agency reaches 99
its decision on time, the EMB has no authority to 100
overrule or change that decision. ~ 100
101

-- For all decisions on projects designated as * 102
critical, judicial challenges should be * 103
consolidated in one Federal Court of Appeals in * 104

- which the project is located and in one * 104
proceeding after the permitting process is * 104
compl2te, unless the EMB determines that an .- * 105

. earlier individual suit is necessary to expedite * 106
the process or assure fairness. 106
107

-- Once the necessary approvals are secured and 108

construction has commenced, the EMB would be able * 109
to waive or modify new or changed substantive * 110

requirements, if waiver or modification is 111
necessary to ensure timely and cost-effective 111
completion. The waiver authority may Dbe 112
exercised only on a case-by-case basis and is 112
subject to Presidential veto. 113

114

The need to give the President a Board with the authority 115
outlined above 1is widely recognized. Without it, the 117
program to provide our basic domestic energy needs will be * 118
unnecessarily delayed by the current permit process. With 120
an effective EMB, the Nation can move decisively on projects * 121
which are vital to our national security. 121

»
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9
IV. THE ENERGY MOBILIZATION BOARD

The Administration has already acted under existing
authority to reduce delays in the permitting of critical
energy facilities. These actions already taken include:

(o) Procedures for setting dacision schedules for
critical energy facilities were established in April 1979
under the direction of the Office of Management and Budget.
- Requlations reforming and streamlining require-
ments of the National Environmental Policy aAct (NEPA) were
issued by the Council on Environmental Quality in November
1978.

© - A Cabinet-level Energy Coordinating Committee
chaired by the Secretary of tnergy was establlshed by -
Executive Order in September 1978.

In order to meet the 1990 targets for ocil import reduc-
tion, however, substantial additional authority is needed to
accelerate the development of the domestic energy production
capacity. The President will submit legislation to Congress
to create an Energy Mobilization Board ({EZMB). The EMB will
have three members and will be located within the Executive
Office of the President. EMB members will serve at the
Pleasure of the President and will be confirmed by the Senate.

The Board will be authorized to designate certain non-
nuclear facilities as critical to achieving the nation's import
reduction goals and to establish binding schedules for federal,
state, and local decision-making with respect to those projects.
Judicial review of EMB decisions will take place in the Court
of Appeals for the Circuit in which the facility is located
on an expedited basis.

If a federal, state or local agency fails to act within
the specified time frame, the Board will be empowered to make
the decision in place of the agency, applying the appropriate
federal, state or local law. The Board also will have the
authority to waive procedural requirements of federal, state,
or local laws in order to expedite the development and
construction of a critical energy facility. To avoid delays
once construction has begun, the Board could also waive the
application of new substantive or procedural reguirements of
law which come into effect aZter the construction of a project
has commenced. These waivers would be granted on a case by
case basis. Any EMB exercise of its waiver authority would
be subject to Presidential veto.

mAras
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V. HEAVY OIL

The United States Mas an estimated reserve of over 10
lllxon barrels of heavy 011, a highly viscous, almost
ar-like crude which must be heated to be produced. Much

of this reserve is in California. Heavy oils are more
expensive than conventional crude oil sources both to

produce and to refine, though a range of good quality

refined products can be procduced from this source.

The President is directing the Department of Energy to
decontrol héavy oil immediately. BHBeavy o0il also would be exempt
from the Windfall Profits Tax, thns allowing it to receive the
frll world oil price. 1In addition to this price incentive,
the Department of Energy will take steps to assure that natural
gas will be available for the production of heavy o0il within
current environmental constraints.

With these actions it is estimated that 500,000 B/D can
be produced from this source by 1990. This initiative will
have relatively little budget impact, since little heavy
0il would be produced if this source were covered by the
Windfall Profits Tax. While the costs of producing heavy

. 01l varies depending on site-specific reservoir features

and recovery techniques used, the Administration estimates
significant recovery at or just above the current world

0il price. BHeavy oil production is not included within the
scope of the corporation, since it is basically an extension
of existing oil production technology, since the location

of reserves is relatively well defined, and since decontrol
and the tax exemption are sufficient incentives for its
production.

more
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VI. UNCONVENTIONAL GAS INITIATIVES

Recognizing the extremely large potential gas
resources in the U.S. that exist in unconventional
formations, such as tight sands, devonian shale,- geo-
pressurized methane and coal seams, the President; has
proposed the following initiatives, in additicn to
activities which the Energy Security Corporation can
take, which will sigrnificantly accelerate large scale
production of these reserves:

"o The President, through the Department of Energy
will seek action from the Federal Energy Regulatory
Commission (FERC) to establish a special incentive price
for natural gas from tight sands comparable to the
Geregulated oil price. Althouch-the Natural Gas Policy Act
ceregulated other sources of unconventional gas, tight sands
were not iacluded.

o) Should the FERC fail to act on this reguest, the
Acdninistration will seek an amendment to the Natural Gas Policy
Act to ceregulate such gas.

©  In order to accelerate more rapidly the production
of these resources, a2 $0.30/mcf tax credit is proposed for
all unconventional gas procduczion. The tax credit will phase
out at a worlé oil price eguivalent of $28 per barrel.

o The Energy Security Corporation 1is authorized
to provide assistance for develorment of unconventional
gas reserves if it determines that acdditional incentives are
needed to meet 1990 targets. Unconventional gas producers
receiving assistance from the Corporation would not,
however, be eligible for the 50¢/mcf tax credit.

Production resulting from these incentives is estimatead
at 1 tcf to 2 tef, or .5 to 1 MMB/D o0il eguivalent.

The major sources of unconventional gas are:

-~

o Tight or low permeability gas basins in the
Rocky Mountains region.

o Devonian shales of the Appalachian Basin.
°© Methane from coal seams. v
o] Methane from cecopressurized acuifers in the

Gulf of Mexico.
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-The technology involved in the recovery of gas from
tight sands and Pevonian shale expands natural fractures
in the gas holding fcrmations. Methods of recovery include
explosive and hydraulic fracturing and the drilling of
deviated wells. Even now these sources make a significant
contribution to domestic production (which totals' about
20 TCF) of about 1 TCF per year. Although production
efforts appear to ke accelerating, particularly in cthe
«Western tight gas sands basins, uncertainty about deregula-
tion of tight gas production and the inability of certain
potential users to enter into long term gas supply contracts
constrain expanded exploration and production. In general,
development of these reserves was discouraged by natural gas
pricing policies in effect prior to the enactment of the
Katural Gas Policy Act.

Althouch estimates of the potential procduction of
geopressurized methane from the Gulf of Mexico varies, most
experts agree that 2% least 150 to 220 trillion cubic feet
{TCF) of aéditioral gas could be recovered Irom these sources
at costs between $15 to $30 per barrel of o0il ecuivalent.

The recoverarle rescurce could prove to be much larger. The
technology for procducing this gas requires further develop~
ment. : -
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MILLER ENERGY, INC.

FACSIMILE TRANSMITTAL SHEET

TO FROM: _
Robin Johnston Brandi Miller

COMPANY: DATE:
Secretary of Energy Spence Abraham 02/26/2001

FAX NUMBER: TOTAL NO. OF PAGES INCLUDING COVER:
202-586-7573 1 T

PHONEG NUMBER: _
202-586-5534 616-324-3390 (phone)

RE:
Scheduling Meeting Times 616-324-3584 (fax)

Ouvrcent BrorreEviEw O PLEASE COMMENT X PLEASE REPLY (1 PLEASE RECYCLE

NOTES/COMMENTS;

Robin,

1 would like to schedule a meeting with the Secretary of Energy, Spence Abraham together
with C. John Miller from Miller Energy, Inc. and Bill Myler Sr. from Muskegon Development
Company. The purpose of this meeting is to discuss the Energy Policy. They will be in
Washington D.C. on March 13 and would like to meet between the times of 2:30 pm and the

latest time to schedule a meeting. Please call and advise if you can amrange a meeting during
these times. .

Thanks

(n»
ﬁz{
/)’é ”

>
“e
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2001-005837 Mar 5 A 9:30

LarryPettis

Acting Administrator

Energy Information Administration
1000 Independence Avenue, SW EI-1
Washington, DC 20585

Dear Mr. Pettis:

The House Interior Appropnations Committee will hold a hearing at 10:00 a.m. on Thursday,
March 29, 2001, on the need for, and the suggested content of, a balanced National energy policy. The
hearing will take place in Room B-308 of the Rayburmn House Office Building. Because of your
expertise 1n the energy area, | am inviting you to he a witness at the hearing.

I plan to start the hearing with a brief outline of the latest Annual Energy Outlook forecast by
the Energy Information Administration. After that, there will be a panel of three experts. Each
panelist 1s asked to talk about what our National energy strategy should include and why past policies
may have been less than rousing successes. Finally, there will be questions from members of the
Committee and, hopefully, a lively exchange of ideas among the panelists and Committee members.

I ask thai each panelist make opening remarks oi about 10 or 15 minutes so that we will have
ample time for questions and discussion after all the panelists have spoken. I anticipate that the
hearing will last no longer than three hours.

We ask that you send us a copy of any prepared statement that you would like included in the
heanng record by March 23, 2001. You can email your statements to
Loretta.Beaumont@mail.house.gov and, if you have any questions about the hearing, Loretta can be
reached at (202) 225-3081. If you choose to send your statement by regular mail, the address is:

House Interior Appropriations Subcommittee

Attention: Loretta Beaumont

B-308 Rayburm HOB

Washington, DC 20515
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February 27, 2001

Larry Pettis
Page Two

- —

Thank you for your participation. I look forward to hearing your views on this critical issue.

Sincerely, -

Joe Skeen

Chairman

Subcommittee on Interior
and Related Agencies

Identical letters sent to The Honorable Henson Moore, The Honorable Philip Sharp, and Red Cavaney
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BARBOUR GRIFFITH & ROGERS, INC.

TeNTH ROOR
1275 PENNSYLVANIA AVE. NW
HaLEY BARBOUR WASHINGTON, DC 20004 (202) 333-4936
CHARMAN & o FAX (202) 83349392
Qurer Execumive OFFICER HALEY_BARBOURGBGRDC.COM
March 1, 2001

MEMORANDUM TO VICE PRESIDENT DIC NEY
FROM: HALEY BARBOUR
RE: ' BUSH-CHENEY GY POLILY & CO,

For the eight years of the Clinton Administration environmental policy prevailed
over energy policy, to such an extent that Governor Bush said in the campaign that
there was no energy policy in the Clinton-Gore Administration.

The country has serious energy problems; some parts of the country have an
energy crisis. The Bush-Cheney Administration has publicly recagnized the
severity of the enexrgy problems, and a task force has been set up to address the
problem, headed by you, the Vice President.

A moment of truth is amving in the form of a decision whether this
Administration’s policy will be to regulate and/or tax CO, as a pollutant. The
question is whether environmental policy still prevails over encrgy policy with
Bush-Cheney, as it did with Clinton-Gore. Demuming on the issue of whether the
CO, idea is eco-extremism, we must ask, do environmenta] inittatives, which
would greatly exacerbate the energy problems, trump good energy policy, which
the country has lacked for eight years? _

Clinton-Gore policies meant less energy and more expensive encrgy. Most
Americans thought Bush-Cheney would mean more energy and more affordable
energy.

cc:  Andy Card
Director Mitch Daniels
Karl Rove
Josh Boiten

Larry Lindsey
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Memorandum to Vice President Dick Cheney
March 1, 2001
Page Two

cc:  Nick Calio
Secretary Don Evans
Secretary Spencer Abraham
Secretary Gale Norton
Andrew Lundquist
" Lezlec Westine
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March 5, 2001 -

Secretary of Energy Spencer Abraham
US Department of Energy

1000 Independence Ave SW
Washington, D.C. 20585

Dear Mr. Secretary:

Thank you for inviting me to attend your swearing in ceremony, it was a most impressive time.
A long time employee for the Department of Energy who was in front of me for the photo-op
said this was the 4™ swearing in ceremony he had witnessed and commented that he felt that

there were as many people at yours as the other 3 combined. It was particularly nice to see so
many of your family and Michigan friends represented.

I also enjoyed the opportunity of spending a few moments with former Secretary of Energy
James Schlesinger and Admiral Watkins, as I had the opportunity of working with both of them
during their service as Secretary of Energy.

I wanted to thank you and Jane for including me at the dinner at the Monocle.
As 1 indicated to you in our brief conversation, I would like to be of service to you in any way
that I can help. Joe McMonigle and I had a very brief conversation and I advised him I intend to

be in Washington D.C. on March 13 & 14 and would be glad to discuss any opportunities of
service with him. I will await his reply.

Again, I want to congratulate you on this new position and I wish for you a very successful and
happy term of office.

Sincerely,

(yenn 7’77(,@’/( / pren

C. John Miller

CIM/bmm

H: politicaMbraham, S\thxswearing in ceremony

7900 MOORSBRIDGE RD. PORTAGE, MICHIGAN 49024 PHONE (616} 324-3390 FAX (6162%3}96
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Carl L Vaidiserri - 3001 Miller Road

Chairman and P.0O. Box 1899

Chiet Executive Officer Dearbomn, Michigan 48121-16899
' March 6, 2001

The Honorable Spencer Abraham

Secretary

U.S. Department of Energy
1000 Independence Avenue, SW
Washington, D.C. 20585

Dear Secretary Abraham:

First and foremost, on behalf of the 2,900 employees of Rouge Steel Company, I would like to
congratulate you on your appointment to lead the Department of Energy. Please accept our best
wishes for success in one of the more challenging and important cabinet assignments.

As you are aware, the domestic stee] industry is in a crisis of major proportions. Eleven
domestic steel producers bave been in bankruptcy over the past two years and some industry
analysts are predicting that 50% of our Country’s integrated steel making capacity could be in
bankruptcy by Easter. While much of the blame for this calamity has been focussed on the
recent historic levels of illegally dumped and unfairly traded imports, rocketing energy prices
bave seriously exacerbated the problem — so much so that the current run up in natural gas prices
has serjously threatened Rouge Steel Company and the hivelihoods of our 2,900 employees and
their families.

Rouge Steel requires an extraordinary amount of natural gas to fue] its blast furnaces, Hot Strip
Mill reheat furnaces and Finishing Operation annealing fumaces. In 1999, the Company paid an
average of $2.86 per MCF for natural gas. By late 2000, natural gas spot market prices rocketed
to over $9.00 per MCF, bringing the average for the year to about $6.50 per MCF. Every $1.00
per MCF increase in the average annual cost of natural gas increases Rouge Steel’s operating
costs by $20 million per year and there is no cormresponding opportunity for recovery through
higher steel prices. To compound the problem, unabated natural gas costs are beginning to find
their way into the costs of electricity, since the only significant expansion of power generation
capacity in the U.S. in recent years has been in natural gas fueled power plants.

Since June 1999, electricity prices bave been anything but stable. Southeastern Michigan is a
rapidly expanding region of the Great Lakes area and the demand for power is simply
outstripping the supply. From a steel industry perspective, the only affordable electricity in
Southeastern Michigan is offered on an “interruptible” basis and interruptible power has resulted
in the shutdown of some our key manufacturing processes during summer periods of high
demand. Local utilities arc then forced to wheel i power from other states during the peak
demand periods at outrageous premiums.

/2
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§ectetxryAbnham
March 6, 2001
Page 2

Rouge Steel has not stood idly by. In fact, we joined with Ford Motor Company in a
requirements supply agreement with CMS Energy, who agreed to construct a new $400 million
co-generation power plant adjacent to the Rouge Complex in Dearbom, Michigan. Construction
plans were already underway when the Rouge Complex Powethouse (jointly owned by Ford and
Rouge Steel) was tragically idled on February 1, 1999 by an explosion and fire. Notwithstanding
our commitment to secure competitively priced power, we continue under siege by the public
_wtilitics — now in the form of “stranded costs” or “retail operating access™ charges. Detroit
Edison, the Jocal public utility, has been granted the authority by the Michigan Public Service
Commission, 1o assess a 20% premium charge on the power delivered from a source other than
Detroit Edison, despite the fact that Detroit Edison has demonstrated that it cannot meet our
demands for reliable and competitively priced power.

Energy end international trade are critical policy issues facing the Bush Administration and
Administration leadership and direction on these issues will have a profound impact on the
domestic integrated steel industry and our Country’s economic well being in the months and
years ahead. Frankly, without the Administration’s support, raw steel production in the U.S. will
continue to decline as investment in blast furnaces will no longer make financial sense. Is the
United States prepared to rely on China, Brazil and third world countries for its semi-finished
steel in times of pational emergency or crisis? Is our country willing to sacrifice thousands and
thousands of good paying U.S. jobs to maintain a model for global trade to which few other
countries are willing to abide?

After eight years of inaction by the Clinton Administration, the United States desperately needs
an energy policy that encourages the exploration and expanded production of energy to meet the
appetite of our growing economy. What Rouge Steel needs is (3) a stable and affordable supply
of natural gas, and (ii) a reliable and competitive supply of electricity.

You have a unique opportunity to shape the future diroction of our Country and impactina

positive fashion the jobs, families and communities that depend on a viable and prosperous
domestic steel industry and economy. If1 can be of any assistance whatsoever, please don’t

besitate to contact me directly.
Sincegely,
( i,,%w

Carl L. Valdiserri

272
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The Secretary of Energy
Washington, DC 20585

March 14, 2001

2001-005412

Mr. J. Robinson West
Chairman

_ Petroleum Finance Company
1300 Connecticut Avenue, NW
Suite 800

Washington, DC 20036

Dear Robin:

Thank you for sending your comments and suggestions regarding the
Bush/Cheney Energy Policy. You have presented many thoughtful and useful
insights.

As a member of the National Energy Policy Development Group established
by President Bush, I am committed to the development of a national energy

policy. I appreciate your efforts to provide assistance, and I look forward to
your continued thoughts and support.

With best wishes.

Sincerely,

v M

er Abraham
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RESOLUTION NO. 01-1130

A RESOLUTION TO REQUEST UNITED STATES SENATORS FRED
THOMPSON, BILL FRIST AND UNITED STATES CONGRESSMAN BART
GORDON, THE U. S. DEPARTMENT OF ENERGY SECRETARY SPENCER

ABRAHAM AND THE U. S. SENATE COMMITTEE ON ENERGY AND

NATURAL RESOURCES TO FORMALLY INVESTIGATE AND TAKE

APPROPRIATE ACTION TO REMEDY THE NATIONAL ENERGY CRISIS
AND HIGH WHOLESALE COST OF NATURAL GAS

WHEREAS, natural gas is an essential end-use fuel that heats the homes, schools
and businesses in our community, and it is also an essential source fuel that provides the
energy for many industrial processes including electric generation; and

WHEREAS, in the past, policy makers failed to (1) adopt a path towards
adopting a sound energy policy that ensures both reasonable prices and a stable supply of
natural gas, and (2) take the necessary actions to avoid placing American citizens in
another cycle of "boom and bust" that will deprive them of this essential fuel; and

WHEREAS, in the past, policy makers were reluctant to investigate why this
competitive market did not work and placed consumers and producers at the end of a
pendulum that was swinging between price extremes; and

WHEREAS, the price spike at the natural gas wellhead that is causing natural gas
prices to increase is substantially above what United States natural gas producers
themselves say is suffictent to explore, drill, and deliver natural gas supplies to the
various states, including Tennessee; and

WHEREAS, the recent consolidation among the major oil/gas producers, as well
as other segments of the industry, gives rise to concerns that exorbitantly high prices are
the result of a market led conspiracy; and

WHEREAS, the natural gas NYMEX contract is one of the most popular
speculative commodity vehicles today, but speculation in natural gas prices may be
fueling price volatility, if not price manipulation; and

WHEREAS, natural gas is the source fuel for 90% of the electric generation
scheduled to come on-line over the next twenty years and could threaten natural gas
supply and prices for those consumers that use natural gas as a primary fuel; and

WHEREAS, such exorbitantly high natural gas prices are having an adverse
impact on the disposable income of American citizens in the various states, affecting
many Americans’ livelthoods, safety, and well being, and causing many of them to
choose between staying warm, staying fed, or staying well; and
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Page Two
Resolution No. 01-1130

WHEREAS, the only fair conclusion at this time appears to be that the natural
gas supply market place is dysfunctional and needs attention at the national level.

NOW THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF LEBANON, TENNESSEE THAT:

Section 1. Those national authorities named herein take immediate
appropnate action to conduct a formal investigation, and remedy the cause of
exorbitantly high natural gas prices which have had a profound adverse economic
impact on the citizens of the various American states.

Section 2. Those national authorities named herein take immediate
appropriate action to formulate a long-term national energy policy that results in

reliable, cost-effective and secure energy for our citizens.

Section 3.  This Resolution shall take effect immediately from and afier its
adoption, the public welfare requining the same.

Attest:

BN
\\
. ﬁ/W\ 77(\/&%0 Qé/

Cpr}imissio#r of Finance ayor

Approved as to form:

City mmcy. ‘ ‘

Passed On: February 20 2001,

DON 'W. FOX, Mayor
: City of Lebanon
. 200 Castle Heighis Avenue North
Suite 160
Lebanon, TN 37087
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JANE DEE HurLL
GOVERNOR
STATE OF ARIZONA

2001-006411 Mar9 A7:16

March 7, 2001

The Honorabie Dick Cheney

Vice President of the United States
Old Executive Office Building

17" Street & Pennsyivania Avenue
Washington, D.C. 20500

Dear Vice President Cheney:

Thank you for your leadership of the President's Task Force on National Energy
Policy and the positive steps the Administration has made on this issue in just a
few weeks. | hope this letter finds you in good health and back at your desk.

As we discussed in your office a couple weeks ago, | have confidence that the
State of Arizona will have an adequate supply of electricity this summer, provided
we do not experience any unforeseen impact on the electric grid and the existing
commitments of power to our state's utilities. At the same time, we value your
work in identifying those areas in which the federal government could be helpful
in the short and long term to ensure adequate energy for the entire West,
including our neighbors in California.

in this regard, | want to bring to your attention the issue described in the attached
article from this morning’s edition of the Arizona Republic, our state’s largest
newspaper. This story is illustrative of situations we are encountering regularly
as my fellow Western Govemnaors and ! seek to ensure that the West does not
suffer from a region-wide lack of electricity this summer.

As with my colleagues in the Pacific Northwest, | am committed to the greatest
possible protection of the environment in our region. At the same time,
cumbersome federal regulations related to spacies protection are often contrary
to the best interests of the environment and common sense. | would invite you to
consider whether these regulations may be simply too costly (in both direct and
indirect economic costs) at a time when rural parts of my state are facing 300

percent increases in their electricity bills for power they receive from the federal
system.

1700 WEST WASHINGTON, PROBNIX, ARIZONA B5S007
(602) 5424331 « FAX (602) 342-7601 * WWW.GOVERNOR.STATE.AZ.US
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The Honorable Dick Cheney
March 7, 2001
Page Two

—

Again, thank you for the effort and attention you've dedicated to the Westem
energy situation and, particularly, the future energy needs of our region. If | can
be of further assistance in your work on this vital matter, please let me know.

Sincerely, '
ANE DEE HULL
Govemor

cc: Secretary of the Interior Gail Norton
Secretary of Energy Spencer Abraham
Arizona Congressional Delegation

enclosure
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Federal energy fund -
faces summer shortfall

By Judd Slkaa
The Arizona Repubiic

Talk about a fish story.

A government-mandated
study on the erndangered
. humpback chub and a bushel
of bad luck have drained
about half of a $100 million
fund used . to cushion the
rising cost of power proc-
essing in the West.

- That has at least one offi-
cial predicting that govern-
ment money to buy ‘power
next summer is going to run
out, making it harder for
utilities to . find affordable
electricity. If they have to
pay more for power, custom-
ers likely will, too.

“If i’s a dry, hot summer, it
could be really bad,” said
Dave Sabo, manager of the

federal government’s -Calo-

rado River Storage Project,
which is part of the Western
Area Power Administration.

The administration brokers
federally produced energy in
the West. ]

The money was lost when
Glen Canyon Dam couldn't
increase flows during the
summer because aof a man-
dated low-water flow test for
the endangered humpback
chub. .

To make up for the un-

- realized power, the adminis-

tration had to buy ewergy
from an overheated open
market, depleting its savings
by $5S million last summer.
The situation highlights a

- defining struggle going on in

the boom West: Trade-offs

are everything. More power

" See FEDERAL | Page A2
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FEDERAL | Energy fund faces short
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can be genernted, but at the
cast of. resources. More spe-
cies can ba restored, too, but
at the cost of production.
Federal agencies — in this
case the U.S. Bureau of Rec-
lamation, which administers
Glen Canyon Dam and the
resulting Lake Powell reser.
voir- — have all sorts ‘of
mandates to  obey, from
power supply to protecting
endangered species. .. <~
. Theymuatctrﬂcaabalance
without - offending too many
constituents. Where . those
balances are found will c(e
fine the West,

In the meantime, the West. .

ern Area Power Administra-
tion is expecting a long, bot
summer, one in which its
bank account will run dry.

“Going into next summer, I

know I'm going to run out of
noney,” Sabo said.

The problem trall

Next summer's problems
started back in 2000.

Hydralogically, the _past
few years have been terrible
for water flowing into Lake
Powell Ade¢ in California’s
deregulation, a scorcher of a

summer and nearly a decade
of high growth, and the stage
was set for -a Western-size
tragicomedy.

Thencamethqﬁshtect,
mfedermymmdued

opinion.

_There are only about 4,300
humpback chuba in the Colo-
rado River, and binlogists
have been ftrying to, coax

.dxaninmamﬂnsmpxeot
themselves. g

Coldwa*er ' o

Butclncetbedamswm'

built on the river and flows
are released from the botrom
of - the- dam, the Colarado’s
water has become very cold

That water tends to Xll the
chub as. they swim from the
warmer Lintie Colorado River
into the Colorado River, -

The biclogical opinion held
that in & year when water
flow was down,.scientists and
the Bureau of Reclamation
could work together w find
out if lower flows were better
for the chub.

“With the Jow flows, we
hoped to have slow water that
is warmer and allow greater

‘survival of the young, so we

could ger a greater recruir-
meat of fish that could sur-

vive the first year so they can
become spawners,” sald Jeff
Humphrey, a spokesman for
the U.S. Fish and Wildhfa
Service.

Three drought years in the
Coloradn River Basin made it
easy to decide last year was
the year for the study. There
wasn't all that much water
coming in, so it would be fine
to limit it going out.

Aand s0 Glen Canyon Dam
signed on to do the low-flow
studies. After peaking at
more than 30,000 cubic feet
per second in May, flows
were reduced to no more
b:han 8,000 cfs unti] Septem-

or. .

Then the power crisis hap-

-pened. California needed en-

ergy and looked, in part, to
the federal government for
help.

But because Glen Canyon
dida't produce its expected
amount because of the low-
flow study, the administration
was forced to buy on the open
market.

The money drain

At the beginning of last
sumnmer, electricity was sell-

ing for about $30 a megawatt-

hour. By the end of the’

P.a5-85

from the $100 million ac-
count.
hydrwow

Govamment

been rebuilding the Iund.\n
not quickly enough to provide

. acushion for next suymmer. .

Adding insulf to injury, Ca}-
ifornia’s winter power crisis
has drained $71 million out
of the fund just to keep 8p
with demand.

The account now stands at
about $38 million.

The Fish and Wildlife Serv-
ice will release the prelimd-
nary resulis of tbe Glen
Canyon study of the hump~”
back chub in late April

U

Reach the reporter at
judd.slivka®arlzona |
republic.com or {602) 444-8097.

TOTAL P.A@S
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America needs workable energy policy
By William T. McCormick Jr. .

The electricity crisis in California and the serious emerging national problem

with natural gas prices and supplies are dramatic indications of the lack of a
coherent U.S. energy policy for the past decade. In fact, while the economy has
been expanding its energy use steadily since the early 1990s, our nation’s energy
supplies and the reliability of those supplies have become increasingly
inadequate.

Some worrisome examples include:

U.S. oil production has steadily declined, and imports of foreign oil have risen
from 8 million barrels per day in 1990 to 11 million barrels per day or to 57
percent of total U.S. oil consumption — the highest ever. Oil prices have risen to
more than $30 per barrel.

Electricity capacity reserve margins in most areas of the nation have declined
sharply and, on a national average basis, have declined to 8 percent from 21
percent since 1990. Prices have risen and overall electric system reliability has
fallen during this period.

Natural gas prices reached all-time highs in December of more than $9 per
thousand cubic feet, reflecting the increasing tightness of supply relative to
demand. Many homeowners and businesses will see 100-percent increases in
their bills this winter. '

The reasons for the deteriorating energy supply situation are varied and
longstanding. Most are related to governmental policies and overly restrictive
environmental and other regulations that have discouraged developing increased
energy supplies and transportation infrastructure or have created an uncertain or
uneconomic investment climate.

First, in the case of oil and gas drilling, many state and federal lands that have
potentially large oil and gas reserves have been excluded from development.

Second, while state and federal regulators during the past five years have been
formulating and implementing various schemes that seek greater competition for
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utilities, the attendant uncertainty in the investment climate for new power pl‘ants
by both utility and non-utility investors has resulted in very few new plants being

built.

Third, because of the opposition by environmentalists and local groups to new
electric transmission lines, and the fact that there are no siting laws preventing
unreasonable local delays, new interstate electric transmission lines have been

virtually impossible to site and build.

Finally, it has been impossible to build any new plants other than natural gas
power plants, which are becoming more expensive to operate because of rising
natural gas fuel prices. Contributing to this situation has been a lack of federal
action on nuclear waste legislation, onerous environmental regulation of coal
power plants despite emissions reductions of 30 percent since 1970 and
opposition to new hydroelectric plants. ‘ '

To meet the growing demand for electric power, 20,000 to 25,000 megawatts of
new generating capacity must be added each year for the next 10 to 15 years
(current U.S. capacity equals around 700,000 megawatts).

To avoid a major shortfall in U.S. electric supply, several urgent measures are
required:

Regulators have been focusing on electric industry restructuring including some
form of regional transmission organizations (RTOs) that would operate
transmission lines as a common carrier. RTOs would be inherently less efficient
than investor-controlled transmission and would have little incentive to provide
new transmission capacity. The same approach that has worked for natural gas
transmission, that is, to require owners to provide equal and open access under
regulated tariffs providing an adequate rate of return, should be adopted.

Federal policy discourages new electric transmission projects by setting
artificially low rates of return for new investment. Either the Federal Energy
Regulatory Commission (FERC) must set realistic rates, or it must let financial
markets determine how investors assess the risk of building additional lines.
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Congress should give the FERC the power of eminent domain to expedite
construction of new interstate electric transmission lines, similar to its existing

authority for natural gas pipelines.

Tax incentives should be used to encourage investment in clean coal

technologies, and the Environmental Protection Agency should beprevented from
closing existing coal- fired electric plants, which provide 55 percent of all U.S.
electricity, or preventing the construction of new ones.

Nuclear waste disposal legislation should be enacted and signed into law to
resolve this major uncertainty affecting nuclear power.

With respect to enhancing domestic oil and gas supplies:

Federal and state lands with large potential reserves of oil and gas should be
opened to drilling under strict environmental guidelines.

Federal royalties should be slashed to encourage drilling.

New oil and gas infrastructure, including pipeline and refineries, should be
approved expeditiously.

If the country is to return to a situation of adequate and secure domestic energy, a
national energy policy needs to be implemented that puts enhancing gas, oil and
electric supplies back as the nation’s No. 1 energy priority.

William T. McCormick Jr. is

chairman and chief executive of CMS Energy Corp. and chairman of its principal
subsidiary, Consumers Energy, Michigan’s largest utility and America'’s fourth
largest

combination gas and electric utility. Write letters to 615 W. Lafayette, Detroit,
Mich. 48226, or fax them

to (313) 222-6417 or send e-mail

to letters@detnews.com.

27808



£

s
S
*

"

American Association of Petroleum Geologists 2
%

An International Geological Organizatin L=

.‘4}\ -g- '\* ¥y

R
President

2001-007403 Mar 19 p 12:05

March 9, 2001

Mr. Spencer Abraham

Energy Secretary

United States Department of Energy
1000 Independence Avenue, S.W.
Building FORS, Mail Stop 7E-079
Washington, DC 20585

Dear Mr. Abraham:

| invite you to attend the American Association of Petroleum Geologists (AAPG)
President's Conference on National Issues: a Summit on U.S. Energy Policy. This is a
one-day meeting in Washington, D.C, that is by invitation only. It has been planned and
scheduled because of the current efforts to define such a policy occurring within the
Administration and on Capitol Hill. The AAPG believes now is the time scientific input
can genuinely impact energy policy discussion. To that end the AAPG, in cooperation

Twith- other “scientific- and professional societies, representing nearly 100,000 US
- professional. energy scientists and other resource specialists, has scheduled this
" meeting onMonday, April 23" at the Army & Navy Club' on Farragut Square.

The summit will address the rationale, necessary elements, and the structure for an
energy strategy that can bring about a national energy policy that truly meets the
nation’s needs. The key objective of this summit is to provide a good scientific
background for decision-makers, policy-makers, and those who support those
individuals for their future deliberations and discussions on energy. | know attendees
will not be disappointed. Thank you!

Cordially,
W.

PS> (1) A stamped RSVP card is enclosed. Please retum it as soon as your schedule permits,
but no later than April 15,

(2) Program updates at: hitp:/Awww.wvgs wvnet eduiwwwienergy/index htmi

"(h.ArmyandNavyClubisat%l 17® Street, NW, on the corner of 17 and I Street. It is convenient to both the
Blue/Orange and Red Lines of the Metro.

Mail: P.O. Box 979, Tulsa OK 741010979 LISA o Street: 1434 South Boulder, Tulsa OK 74119 USA
Phone: 800-364-2274 (US.A /Canada) ® 918-584-2355 (Other Locations)
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DIALOGUE AND LETTERS

“loward adequate energy
and a clean environment

~ merica faces an impending
‘pcrfectltm in energy —

bolh electricity and natural

gas. Netther the Clinton ad-
nnnlstmlmnnrcmglmheeded

- the warnings over the last eight

years, Left unchecked, the

storm could dwarf the energy crisis

of the 1970s.
‘Ihcnchushadmwstratlon

strat:lcadqshipbymnmguptheir
slesires and going (o work to enact

simultaneously both comprehen-
stve energy and environmental leg-
islation. There cannot be one with-
A bipartisan salutfon is possible
now because historically neither

DauomtsnorRzpubhmuhave
1a{d tlaim (o enerpy and enwviron-
méntal issues. The fault line on

these {ssues has been between re-
glonis of the country and between
producing and ing con- -
stituents. The only time in the past
that we've bien able to bufld a con-
sensus on these tmportant issucs
is when a crisis is Jooming. .
The cost of no rational enerpy
and eavirormental policy is now

obvious. Natural i

are

quate supply due to hastil-

the pation's combustion

versions of the Clinton ad-

miglistration’s Kyolo tmple-

mentation schemes advo-

cate a masstve substitution

of the nation’s coal generu-

tion Fapacity with nahsral
as.

- .inadequate supplies, re-

LETTER SPOTLIGHT

!

I"hf[l'l(lll

afil]

- and cal it too; abundant

o{bw-a:stdecmdtybutnoncw
plants. They now know what hap-
JMEWS ] pmwhmaboomlngecommy
] smacklntoadoade-lmgﬁmon
nal transmission constraints new generation and transmission
and spiking wholesale have  facilities. It's not deregulation (al-
been making nationwide headlines. . their verston is flawed) that
Atthcmgnlwd.wehavca ’ :’sfnfaultbut ly an frobalance
patchwork of regulatory structures, supply and demand that has
with about half of the states with created the current problem.
plans {n place and the The way lorward requires a co-
other half not even constdering de-  .ordinaied national enerpy and en-
regulating clectricily. We have a vironmental plan that promoles tn-
Balkanized wholesale electricity vestment in new technologies: new
market with price volatility and ofl and gas production; buflding of .
new state-of-the-art coal and gas
To understand the results of not  plants and de-bottlenecking of
energy and environmental | electric and gas transmission.
policy simultaneously, we have A balanced policy also must in-
mdytolookto(}aélfmotmh.whwhn clude comprehensive environ-
experiencing the wind damage mental requirements for older coal-
of the storm. Californians fired pawer plants and emission
needed power but they were un- gutdelines for the life of new plants.
" willing to approve the construction It must include incentives for re-
of new plants or t0 pursue aggres-  newable enayy and energy conser-
stvely conservation s that  wvation.
eonsumaswouldw adopt. Due to lthsstbccnahnostf 28 years
environmental restrictions. no ncw  since the passage of major energy
power plants with significant ca- which came on the
pacity have bécn built tn Californta  heels of the Arab afl embarytoes of
in the past decade. the 1970s and more than two dec-
They wanted to have their cake ades of fafled federal price regula-
) : : tion of natural gas. It is
Marganet Scott Betrafion  crittcal that we avaid po-
larizing rhetoric and face
uptomctnug:mde-oﬂ
cnvuumnmtandulcty
demands.
= level ts
= needed.andthencwad-
— minisiration and Con-
= gress have the oppartu-
E=—— nity to harmontze our
= twin goals of a clean en-
Sy viranment and adcguate

energy to fucl our ecano-
my. Fathire to do so
guarantees that the com- .
ng storm will continrue
to slrengthen and hit
strength. .

Rogers ks preskient and CEO
of Cnergy Cop. in indiana.
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Department of Energy
Washington, DC 20585

February 27, 2001 2001 —00501 9

Mr. William Anawaty
President

ANAR]I, Inc.

The Carrtage House

1 Saint Matthew’s Court, NW.
Washington, D.C. 20036

Dear Mr. Anawaty:

We have received your correspondence dated February 22, 2001, requesting a meeting
with Secretary Spencer Abraham on May 3 or 4, 2001, in Washington, D.C., to discuss
energy policy.

We have forwarded your request to the Secretary's Office of Scheduling and Advance.
A staff member from that office will notify you regarding the status of your request.

If you have any questions, please call Ms. Robyne Johnston at (202) 586-5534.

Sincerely, M

tor, Executive Secretarniat

@ Printed with soy ink on recycled paper
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Department of Energy
Washington, DC 20585

March 6, 2001
Mr. Stanley C. Horton
Chairman - -
Interstate Natural Gas Association of America
10 G Street, N.E.
Suite 700

Washington, D.C. 20002
] Dear Mr. Horton:

Thank you for your recent letter to Secretary Abraham, which commended the
efforts of the Administration to develop a cohesive energy policy and more
specifically, our proposals for cleaner coal-fired power generation.

As you know, one of President Bush’s first acts was creating a National Energy
Policy Development Group, headed by Vice President Cheney, to help the private
sector and government at all levels, promote dependable, affordable, and
environmentally sound production and distribution of energy for the future. This
group includes the Secretary of Energy, as well as the Secretaries of the Treasury,
Intenor, Agnculture and Commerce Departments, the heads of the Federal
Emergency Management Agency, the Environmental Protection Agency, the
President’s Deputy Chief of Staff for Policy, and the Assistants to the President
for Economic Policy and Intergovernmental Affairs.

The group will consider the ideas and recommendations of consumers,
businesses, and independent experts on how best to address the broad range of
energy issues now facing the Nation, including rapidly rising costs for natural gas,
electricity supply and price problems in the West and the increasing dependence
of the United States on imported oil. Your specific suggestions will be made
known to participants in this process.

Thank you for writing.
Sincerely,

Mgt Oudue_

Margot Anderson
Acting Director
Office of Policy

@ Printed with soy ink on recycled paper
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Department of Energy
Washington, DC 20585

March 6, 2001

Mr. James E. Davis, P.E.

American Society of Civil Engineers -
1015 15™ Street, NW, Suite 600

Washington, DC 20005-2606

Dear Mr. Davis: B

“Thank you for your recent letter to Mr. Andrew Lundquist, which expressed
strong support of the American Society of Civil Engineers for the
Administration’s effort io develop a comprehensive national energy policy, and
offered copies of pertinent energy policy statements by ASCE.

As you know, one of President Bush’s first acts was creating a Nationa! Energy
Policy Development Group, headed by Vice President Cheney, to help the private
sector and government at all levels, promote dependable, affordable, and
environmentally sound production and distribution of energy for the future. This
group includes the Secretary of Energy, as well as the Secretaries of the Treasury,
Interior, Agriculture and Commerce Departments, the heads of the Federal
Emergency Management Agency, the Environmental Protection Agency, the
President’s Deputy Chief of Staff for Policy, and the Assistants to the President
for Economic Policy and Intergovernmental Affairs.

The group will consider the ideas and recommendations of consumers,
businesses, and independent experts on how best to address the broad range of
energy issues now facing the Nation, including rapidly rising costs for natural gas,
electricity supply and price problems in the West and the increasing dependence
of the United States on imported oil. The specific recommendations of ASCE
have been made known to participants in this process.

Thank you for writing.
Sincerely,

Um&)& (udue

Margot Anderson
Acting Director
Office of Policy

@ Printed with soy ink on recycled papes
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Department of Energy
Washington, DC 20585

March 7, 2001

G. Warfield Hobbs

President

American Association of Petroleum Geologists
Ammonite Resources

181 Mariomi Resources

New Canaan, CT 06840

Dear Mr. Hobbs:

Thank you for your recent letter offering your recommendations on how best to
address some of the Nation’s current energy problems, and indicating your
interest in serving on the Administration’s energy policy task force.

As you know, one of the first acts of President Bush was to create a National
Energy Policy Development Group, headed by Vice President Cheney, to help the
private sector, and government at all levels, promote dependable, affordable, and
environmentally sound production and distribution of energy for the future. This
group includes the Secretary of Energy, as well as the Secretaries of the Treasury,
Interior, Agriculture and Commerce Departments, the Heads of the Federal
Emergency Management Agency, the Environmental Protection Agency, the
President’s Deputy Chief of Staff for Policy, and the Assistants to the President
for Economic Policy and Intergovernmental Affairs.

The group will consider how best to address the broad range of energy issues now
facing the Nation, including rapidly rising costs for natural gas, electricity supply
and price problems in the West, the increasing dependence of the United States on
imported oil, and will report back to the President in the coming months. Your
specific suggestions will be made known to participants in this process.
Thank you for writing.

Sincerely,

Magot Qudut—

Margot Anderson
Acting Director
Office of Policy

@ Printed with soy ink on recycled paper
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