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OVERSIGHT OF THE BUSH
ADMINISTRATION’S ENERGY POLICY

THURSDAY, MAY 22, 2008

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE ON ENERGY INDEPENDENCE
AND GLOBAL WARMING,
Washington, DC.

The committee met, pursuant to call, at 10:09 a.m. in room 2175,
Rayburn House Office Building, Hon. Edward J. Markey (chairman
of the committee) presiding.

Present: Representatives Markey, Blumenauer, Inslee, Larson,
Solis, Herseth Sandlin, Cleaver, Hall, McNerney, Sensenbrenner,
Shadegg and Blackburn.

Staff present: Jonathan Phillips.

The CHAIRMAN. Good morning. This is the Select Committee on
Energy Independence and Global Warming. We welcome you all to
this very important hearing with the Secretary of Energy, Samuel
Bodman.

Less than 3 months ago, when asked by reporters about pre-
dictions that gas prices would rise to $4 per gallon, President Bush
admitted that he had not heard those forecasts. Well, for millions
of consumers in New York and California, Chicago, all across
America, $4 gas is now a reality. Gas prices have now reached a
record nationwide average of $3.81 per gallon, up more than 160
percent since President Bush took office, increasing on average by
34 cents a gallon each year of the Bush administration.

The price of oil has also skyrocketed. A few years ago, people
scoffed at the prospect of $100 oil. But American consumers have
now seen an increase of $100 per barrel in the price of oil since
President Bush took office.

The incredible escalation of gas and oil prices is not an accident.
It is the reality of more than 7 years of this administration pushing
an energy policy solely focused on fossil fuels.

One of the Bush administration’s first major actions was to con-
vene the secret Cheney Energy Task Force, comprised of Cabinet-
level and other senior administration officials meeting in closed-
door sessions with big oil and other industries. Not surprisingly,
the recommendations from this clandestine group focused on more
oil and gas drilling.

On January 29, 2001, the day of the first meeting of the Cheney
Energy Task Force, the price of oil was $32 per barrel. The Bush
administration and the Republican Congress then passed an En-
ergy Bill in 2005 that gave billions of dollars in tax breaks and
subsidies to the oil, coal, nuclear and gas industries.
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On August 8, 2005, when President Bush signed the Republican
Energy Bill into law, the price of oil was $64 per barrel; and over
the last 7 years the Bush administration has offered big oil the
rights to drill on more than 268 million acres of public land off-
shore. Oil companies now own the drilling rights to more land than
they know what to do with. In fact, big oil currently holds more
than 30 million acres both onshore and offshore that aren’t even
being used. But last week, on May 17, as the price of oil stood at
$126 per barrel, President Bush once again echoed the tired refrain
we have heard for the last 7 years, that we must increase our do-
mestic oil exploration.

The price of oil is now $135 per barrel. After 7 years of filling
our tanks with record-high gas and filling the calendar with new
records for the price of oil, it is time to stop giving gifts to big oil.
In the last 16 months, since the Democrats took control of the Con-
gress, we have passed legislation not only to provide consumers
with immediate relief at the pump but also to reduce our oil de-
pendence in the long term.

Last year, the Democratic Congress passed an Energy Bill that
by 2030 will reduce our consumption of oil by nearly 3 million bar-
rels per day. Last week, the Democratic Congress passed legisla-
tion that required the Department of Energy to stop purchasing oil
at record prices to fill the Strategic Petroleum Reserve. But the
Bush administration can and must do more to help American fami-
lies right now.

In a fire, you are supposed to stop, drop and roll; and when it
comes to using the Strategic Petroleum Reserve to help the con-
sumers in an energy emergency, the President should stop, swap
and sell. The President must deploy, must sell the oil from the Pe-
troleum Reserve, which has a proven track record of success in
bringing down prices. Putting more oil into the global marketplace
is the step which will send a signal that we are serious about re-
ducing the price of oil globally.

The administration has no problem deploying our National
Guard Reserves to Iraq, but it continues to refuse to deploy our oil
reserves to help consumers this summer. This weekend is the start
of the summer driving season, but the Bush administration refuses
to take any action that would stop driving up oil and gas prices.
American families are begging for help from high energy prices,
and it is time for this administration to finally heed that call.

That completes the opening statement of the Chair.

I now turn to recognize the gentleman from Wisconsin, the rank-
ing member of the committee, Mr. Sensenbrenner.

[The prepared statement of Mr. Markey follows:]
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Good morning,

Less than three months ago when asked by reporters about predictions that gas prices
would rise to $4 per gallon, President Bush adimitted he had not heard those forecasts.
Well for miflions of consumers in New York, California, Chicago and elsewhere around
the country, $4 gas is now a reality. Gas prices have now reached a record nationwide
average of $3.81 per gallon, up more than 160% since President Bush took office —
increasing, on average, by 34 cents a gallon each vear of the Bush Administration.

The price of oil has also skyrocketed. A few years ago, people scoffed at the prospect of
$160 oil, but American consumers have now seen an increase of $100 per barrel in the
price of oil since the President took office.

The incredible escalation of gas and oil prices is not an accident. It is the result of more
than seven years of this Administration pushing an energy policy solely focused on fossil
fuels. One of the Bush Administration’s first major actions was to convene the secret
Cheney Energy Task Force, comprised of cabinet-level and other senior Administration
officials meeting in closed-door sessions with Big Oil and other industries. Not
surprisingly, the recommendations from this clandestine group focused on more oil and
gas drilling.

On January 29, 2001, the day of the first meeting of the Cheney energy task fmée, the
price of oil was $32 per barrel.

The Bush Administration and the Republican Congress then bassed an energy bill in
2005 that gave billions of dollars in tax breaks and subsidies to the oil, coal and nuclear
industries.

On August 8, 2005, when President Bush signed the Republican energy bill into law, the
price of oil was $64 per barrel,

And over the last seven years, the Bush Administration has offered Big Oil the rights to
drill on more than 268 million acres of public land offshore. (il companies now own the
drilling rights to more land than they know what to do with. In fact, Big Oil currently
holds more than 30 million acres both onshore and offshore that they aren’t even using.
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But last week, on May 17", as the price of oil stood at $126 per barrel, President Bush
once again echoed the tired refrain we have heard for the last seven years -- that we must
increase our domestic oil exploration.

The price of oil is now $135. After seven years of filling our tanks with record high gas
and filling the calendar with new records for the price of oil, it is time to stop giving gifts
to Big Oil.

In the 16 months since the Democrats took control of the Congress, we have passed
legislation not only to provide consumers with immediate relief at the pump, but also to
reduce our oil dependence in the long-term. Last year, the Democratic Congress passed
an energy bill that, by 2030, will reduce our consumption of oil by nearly 3 million
barrels per day. And last week, the Democratic Congress passed legislation that required
the Department of Energy to stop purchasing oil at record prices to fill the Strategic
Petroleum Reserve.

But the Bush Administration can and must do more to help American families right now.
In a fire you're supposed to ‘stop, drop and roll” and when it comes to using the Strategic
Petroleum Reserve to help consumers in an energy emergency, President Bush should
‘stop, swap and sell’. The president must deploy oil from the reserve, which has a proven
track record of success in bringing down prices.

This Administration has no problem deploying our National Guard reserves to Iraq but 1t
continues to refuse to deploy our oil reserves to help consumers this summer. This
weekend is the start of the summer driving season, but the Bush Administration refuses to
take any action that would stop driving up oil and gas prices. American families are
begging for help from high energy prices and it is time for this Administration to finally
answer that call.
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Mr. SENSENBRENNER. Thank you very much, Mr. Chairman.

Now my hearing aid was on during your discussion, and it seems
to me that, in our three branches of government, the Congress has
got some responsibility, too. And with gas prices rising through the
roof, signs that energy costs will rise even higher, now is the time
for leadership.

The Democrats today are calling for leadership from the adminis-
tration, but it is Congress’s job to set policy, to make important pol-
icy changes, and to make sure that those changes will result in
lower fuel and electricity costs. So far, the Democratic leadership
has not taken that job seriously, especially when it comes to gas
prices. Instead of solutions to the Nation’s high energy prices, the
House leadership has given the American people the Pelosi pre-
mium. Since taking control of Congress in January, 2007, gas
prices have risen more than $1.50 a gallon in Wisconsin under
Speaker Nancy Pelosi’s watch, despite her promise of a common-
sense plan to lower gas prices.

There has been a lot of talk from the Democratic leadership
about windmills and solar panels, but those technologies are better
suited for reducing greenhouse gas emissions, not energy prices. A
recent report from Secretary Bodman’s own Energy Information
Administration shows that while solar power receives government
subsidies totaling about $24 per megawatt hour and wind power
receives about $23 in subsidies, coal power receives just 44 cents
and natural gas just gets a quarter. While there are benefits to
wind and solar power, coal and natural gas are the best options for
expanding electricity production at reasonable cost.

I think the American people’s number one priority for Congress
is lowering fuel and electricity costs, and Republicans are com-
mitted to doing that.

When it comes to gasoline, Democrats have focused on fuel
standards and ethanol. Higher fuel standards do have the potential
to help lower fuel demand in the long run, but the American people
need help now. Ethanol has caused more harm than good, as both
food and gas prices continue to rise. That is why I am supporting
legislation that will repeal the subsidies and tariffs for ethanol and
end this boondoggle which I think—using a Democrat term—can
best be described as corporate welfare.

And while Democrats will blame energy costs on the President,
the facts are clear. In the period between January, 2001, and Janu-
ary, 2007, before the Democrats assumed leadership in Congress,
gas prices rose 84 cents a gallon, which is a significant jump but
nothing compared to the Pelosi premium of more than $1.50 in
more than 18 months.

With neither a commonsense plan in sight from the Democratic
leadership or an end to high gas prices, House Republicans are
hearing the cries of the American people and are putting forth our
own plans which are truly common sense. We will expand produc-
tion of American oil and gas and do so in an environmentally safe
way. There are billions of barrels of untapped oil that can be recov-
ered without harming the environment. Nearly 85 percent of the
offshore oil and gas fuels are untapped because Congress has
placed them off limits.
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Additionally, we must expand the refining capacity in the United
States if we are going to continue to meet the surging demand for
gasoline.

The House Republicans’ broad plan will also encourage the ex-
pansion of nuclear power, which is a technology that stands to
greatly improve U.S. energy independence and greenhouse gas re-
ductions. House Republicans will also push for greater energy effi-
ciency by supporting conservation tax incentives to Americans who
make their homes, cars and businesses more energy efficient. And
despite their costs, House Republicans also know there are great
benefits to solar, wind, hydroelectric and other sources of renew-
able energy and will continue to support further development of
these technologies.

The primary difference between Republicans and Democrats on
the issue is that House Republicans want to explore all the options
that are on the table, while the Democrats want to pick winners
and losers. That plan hasn’t worked in the past, and it won’t work
now.

House Republicans are also pushing a plan that can help get en-
ergy costs under control. These are the kinds of policies that the
Democratic leadership should be supporting, too. But, sadly, this
kind of leadership is lacking in this 110th Congress and for the
sake of all Americans, Republican and Democrat, that is a shame.

I yield back the balance of my time.

The CHAIRMAN. The gentleman’s time has expired.

The Chair recognizes the gentleman from Oregon, Mr.
Blumenauer.

Mr. BLUMENAUER. Thank you, Mr. Chairman.

I am a little vexed that we have my friend from Wisconsin con-
cerned about a so-called Pelosi premium. When in fact what we are
seeing is a culmination of the policies that have been put in place,
a compliant Congress doing what the Republican administration
has wanted to do over the course of the last 6 years. And I particu-
larly am interested in this canard that somehow we have got to
open up some of the most pristine and delicate areas, like the Arc-
tic Wildlife Refuge, when there are already, of the 42 million acres
of American land currently leased by oil and gas companies, only
about 12 million are currently drilled to produce oil and gas now.

According to the Federal Government’s own surveys, 82 percent
of the gas in the Outer Continental Shelf and 79 percent of the oil
is available for leasing; and this is before the Republican Congress
opened more space in the Gulf of Mexico for drilling in 2006.

The fundamental problem here is that the United States, with 2
percent of the world’s oil reserves and using 25 percent of the
world’s oil, cannot continue to waste more oil than any country in
the world; and we are not going to drill our way out of this prob-
lem. I think having a comprehensive energy approach as we have
been looking at on this committee is part of it.

I look forward to exploring with the Secretary as we move for-
ward some of the trade-offs here in terms of the policies working
and what the implications are for their success or failure. In the
final analysis, it i1s not simply something that we are going to be
able to do by ignoring the realities. We have a small amount of a
declining resource. We are going to have to be able to be more effi-
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cient and give the American consumers more choices, not simply
broaden the field for the oil companies that aren’t already using
the tlotal amount that has been given to them that is at their dis-
posal.

The CHAIRMAN. The gentleman’s time has expired.

The Chair recognizes the gentleman from Arizona, Mr. Shadegg.

Mr. SHADEGG. Thank you, Mr. Chairman; and I thank you for
holding this hearing. It is important to have this discussion.

As you can see, we have quite a wide divide in views on this
issue. I am very pleased that my colleagues on the other side of the
aisle pushed to open the Strategic Petroleum Reserve and to not
add additional oil to the Reserve at the moment and even, hope-
fully, to press to release some oil from that Reserve. I am also sup-
portive of legislation that would say we should take—we should be
replacing some of the heavy for light oil that we are putting into
the Reserve. But I think it is very important to understand why
that is so critical.

Although the Strategic Petroleum Reserve represents only 1/10 of
1 percent, some experts have pointed out that somewhere between
20 percent and 40 percent of the current cost of gasoline could be
driven by speculation. And the argument goes that if we were to
open the SPRO or stop putting oil in it, that might send a price
signal to the speculators and they might stop speculating.

The important part for that discussion is that it demonstrates
that those who advocate that we don’t put any more oil into the
SPRO right now understand that there is a link between supply
and price because their argument is, look, by putting oil into the
SPRO, we are reducing the supply for public consumption, and that
is driving up cost and increasing speculation. If there is a link be-
tween supply and price, then we have to examine the policies of
this Congress.

I have been a Member now for going on 14 years; and over that
14 years we have had vote after vote after vote after vote after vote
on the issue of either increasing domestic supply or cutting off do-
mestic supply, either opening further areas for exploration and pro-
duction or restricting further areas for exploration and protection.
And in vote after vote after vote, we have decided to not increase
domestic production. We have decided to limit areas for explo-
ration.

Just I believe 2 years ago there was legislation contemplated to
expand production off the Outer Continental Shelf. The idea was
to give the States a voice in that issue and to place the drilling rigs
at least 50 miles offshore where they couldn’t be seen. And we not
only didn’t pass it for oil, we didn’t enact it for natural gas.

Just a few months ago, last summer, the majority party imposed
a moratorium on oil shale. There is a fact here, and that is this
Congress has created this crisis by restricting supply. Everybody
agrees that in the long term we have to pursue alternatives. I
would simply say that in the short term we cannot continue to re-
strict supply in the Outer Continental Shelf, in the inner mountain
west, the oil shale, or for ANWR and expect prices not to go up.

And I thank the chairman for holding the hearing.

The CHAIRMAN. The gentleman’s time has expired, and the Chair
recognizes the gentleman from Washington State, Mr. Inslee.



Mr. INSLEE. Thank you.

I was at a meeting in Napa, California, a couple weekends ago
of a bunch of venture capitalists and CEOs and some really excit-
ing American businesses that are developing really truly alter-
native energy sources. And there was some talk about this issue,
that people thought this was such a silly debate back in Wash-
ington, D.C., about whether or not we could reduce gas prices by
opening up some of the areas that we currently use for our pristine
areas like the Arctic. And folks pointed out that it was really a
kind of a silly debate because the fact of the matter is, is somehow
our dinosaurs got planted under somebody else’s sand. And I am
not blaming the Bush administration for that.

The fact of the matter is, the oil is just not there to have any
appreciable impact on world oil prices. And no matter what we do,
a barrel of oil is a worldwide market that is determined by world-
wide supply and demand. We use 25 percent of the world’s oil. We
have less than 3 percent of the world’s oil supply.

Mr. Bodman in his testimony talks about if we opened up every
spigot in Yellowstone, in the Arctic and Mount Ranier National
Park, we could maybe increase our domestic oil supplies by 20 per-
cent. That is a worldwide increase of .6 percent increase of world-
wide oil supplies. That will have virtually no impact on oil world-
wide, barrel of oil prices. And the fact of the matter is we could
drill on the National Mall, and the oil price of a barrel of oil is still
going to be over $130 a barrel.

Now there are some things we can do about the speculative mar-
ket. What we really need to do is to get our cars to drive on some-
thing other than oil.

I met a guy out in Napa named Shai Agassi, a young guy, he is
about 35, 36 years old. Now here is a guy we ought to be listening
to. He signed a contract to totally electrify all the cars in Israel and
soon Denmark.

This is what we should be thinking about. We have got to get
off of oil ultimately in our cars. When we do that, then we will
have a transportation system that is efficient. We have to think a
lot bolder than we have been.

Thank you.

The CHAIRMAN. The gentleman’s time has expired.

The Chair recognizes the gentlelady from Tennessee, Mrs.
Blackburn.

Mrs. BLACKBURN. Thank you, Mr. Chairman. I appreciate the
hearing.

Mr. Secretary, thank you for joining us this morning.

It is so interesting to sit here and think what the American peo-
ple must think as they are listening to these opening statements.
One of the things that we hear from constituents, they think that
Congress doesn’t have and the leadership in the Congress doesn’t
have an energy plan. They are looking at what has happened in
the past 2 years to a barrel of crude when it has gone from $55
to $130 a barrel.

As someone had mentioned earlier, the price of that barrel—and
when I was preparing for the hearing, Mr. Chairman, we went
back and looked; and the price on a barrel when President Bush
took office was $30 a barrel. It varied very little until 2004, when
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we saw growth in the India and China economies. And then it real-
ly did not start to accelerate until early 2007, and the acceleration
has been from that $55 mark to $130, and that has been in less
than 2 years. So I do think that is noteworthy.

Now when we were doing the Energy Policy Act of 2005, one of
the items we discussed was getting that bill had taken a 6-year pe-
riod of time to come to agreement. And there have been many
times that, this side of the aisle, that we Republicans have pushed
to address the supply and the capacity issue. We did it in the 2005
Act. We had a bill that followed the 2005 Act in October of 2005
that dealt with that issue. We had pressure from the Democrat
side of the aisle to not address those capacity and supply issues.

And what we know is that our constituents and the American
people want to see this issue solved. To address the price at the
pump today, we are going to have to talk about supply capacity,
about energy exploration, about energy independence, and begin to
look at what we do in the short term, the mid-range and the long
term on these issues.

Americans want American solutions. We are the most innovative
people. We certainly can figure this one out. We know that there
are barriers that have been placed in front of extraction, in front
of exploration. Mr. Chairman, we need to remove those barriers,
get the price down at the pump and have a long-term plan.

And I yield back the balance of my time.

The CHAIRMAN. The gentlelady’s time has expired.

The Chair recognizes the gentleman from Connecticut, Mr.
Larson.

Mr. LARSON. Thank you, Mr. Chairman. And I have to suspend
belief when you listen to our distinguished colleagues on the other
side. And I think it was called the Pelosi premium?

The CHAIRMAN. Yep.

Mr. LARSON. I didn’t realize that Nancy Pelosi was in those be-
hind-closed-doors meetings with Dick Cheney as they were putting
together the master plan for their energy strategy that is in its cur-
rent eighth year. You know, I didn’t realize she was in on those
meetings. But perhaps I am wrong.

Our colleagues, who used to be known as the Grand Old Party,
are giving new meaning to GOP, primarily inasmuch as they have
become to mean gas, oil and petroleum and protecting those inter-
ests at all costs.

You have to suspend your belief, because I think our colleagues
over here have been a little bit unfair. They do have a policy, an
energy policy; and Thomas Friedman has talked about it fre-
quently. It is called leave no moolah behind. Because what we end
up doing is by the moneys that we are sending overseas that work
their ways through the madrassas and into the hands of the very
people that are assaulting and killing our men and women over in
the Middle East. And meanwhile, as gas prices continue to go up
because of policies that were made behind closed doors with no
oversight and review, with speculators that are running unbridled
and over the counter, with an invisible market where they are able
to jack the price up minimally 10 to 40 percent so that people in
my district who get their Social Security check have to sign it over
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to the oil dealer to pay for the heating of their homes—this was
the work of Nancy Pelosi, I am told.

This is the work of an administration that hasn’t had a policy
and people on the other side of this aisle who continue to block ini-
tiatives that would otherwise lead to our independence and nonreli-
ance on the Middle East for foreign oil and embrace the alter-
natives that we know will provide a greener environment, the jobs
that we need and get away from this path that we have followed.

And with that, Mr. Chairman, although I could speak for several
more minutes, I reserve my time.

The CHAIRMAN. That would be the Irish side of the gentleman,
not the Swedish who like to speak longer. I appreciate it.

The gentlelady from California, Ms. Solis, is recognized.

Ms. Souis. It is going to be really hard to follow. But I, too, want
to join my colleagues here and thank our Chairman Markey for
having this important hearing.

It is nice to have you here with us, Mr. Secretary. As you know,
you can hear our frustration.

And I guess my concern again is, in your testimony, you believed
that we could do more here. We can actually cultivate more energy
resources by drilling and opening up previous leases along our
coast and what have you. Well, that is a no-starter for many of us.
So how can we really talk candidly and really talk about exploring
renewable energies and investment in home resources here in the
United States?

Yesterday, most of my colleagues I think on the dais here sup-
ported, you know, renewing credits, tax credits so we can invest in
solar energy and renewable energy. We need to do more. And I just
am waiting to see what incentives and what innovative ideas that
your office and through your leadership can provide.

Every day that we go home to our districts, every weekend at
least, that gas prices keep inching up. In my district now in Los
Angeles it has been over—well over $4 for the last 3 weeks, if not
a month. And that doesn’t even explain the other costs that are
being applied to consumers when they go to the grocery store, be-
cause all the diesel fuel also has gone up dramatically.

It hits very hard upon our low-income, working class, blue-collar
communities that right now we seem to be ignoring. And I am
standing up for that little guy and that little woman out there that
is trying to make it to school to take her children or to make it to
her part-time job that really has no voice at this table. And I am
hoping that there is something realistically that we can do other
than just holding our hands up and saying, well, gee, we can’t get
the oil corporations to do anything about it and, oh, my God, we
pay so much in taxes. Well, Jesus, when you talk to the regular
Joe or Mary on the street, they are saying the same thing. And our
frustration is very, very real.

This economy, we don’t have support by the American public.
The direction is wrong. And one area of it hits home very clearly,
and that is in our pocketbook when we go home to our districts,
whether it is in California, whether it is in New York, Miami, Flor-
ida or in Texas. So I would just hope you could enlighten this com-
mittee with some innovative ideas.

Thank you.
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The CHAIRMAN. The gentlelady’s time has expired.

The Chair recognizes the gentlelady from South Dakota, Ms.
Herseth Sandlin.

Ms. HERSETH SANDLIN. Thank you, Mr. Chairman.

Mr. Secretary, welcome.

If you look at my district, the entire State of South Dakota from
end to end, whether it is our vast fields of corn and soybeans on
the eastern side of the State, wind across every part of the State,
and the great forests of the Black Hills in the west, South Dakota
embodies the idea that we need a diversified approach to our na-
tional energy policy and in particular we need to take advantage,
as Ms. Solis is saying, of new opportunities for renewable energy.

So as we strive to meet our national energy needs, we must con-
tinue to recognize I think that rural America has much to offer;
and rural States should be at the center of the solution as our na-
tional energy policy shifts and adjusts in ways that can enhance
our national and economic security, promote innovation and con-
servation and ultimately ease the strain on the budgets of families
and businesses.

With the passage of the original renewable fuels standard in
2005 and the aggressive increase included in last year’s Energy
Bill, we have already taken some initial key steps in the right di-
rection as we seek to take advantage of the contribution of agricul-
tural producers in rural States to reduce our dependence on foreign
oil and the overall carbon emissions through an increase in the pro-
duction of biofuels, wind and other types of renewable energy.

I respectfully disagree with the ranking member, the gentleman
from Wisconsin, on the impact of ethanol. Ethanol has kept gas
prices from going even further, upwards of 15 percent higher than
they are today. And the price of corn to make ethanol has very lit-
tle to do with the increase in food prices when compared to other
factors like the cost of energy and the processing and transpor-
tation of food.

So I look forward to your testimony on these and other issues
and in particular infrastructures for the transmission of wind en-
ergy. Thank you for being here, and I yield back.

The CHAIRMAN. The gentlelady’s time has expired.

The Chair recognizes the gentleman from Missouri, Mr. Cleaver.

Mr. CLEAVER. Thank you, Chairman Markey and Ranking Mem-
ber Sensenbrenner.

I would like to welcome Secretary Bodman to the hearing.

It is difficult to refute our current administration’s poor record
on environmental protection and renewable energy promotion. For
example, the administration has consistently lobbied for drilling in
the Arctic National Wildlife Refuge as if the oil there contains gold-
plated gas which would solve our growing greed for gasoline. The
administration has also continued to support the oil and gas indus-
try in terms of subsidies.

Alcoholics Anonymous does not encourage its participants to visit
more bars as a means of reducing their dependence on alcohol.
Likewise, the solution for our energy crisis is not more drilling. For
this reason, Congress is attempting to change the course of Amer-
ican energy policy by passing meaningful and effective legislation.
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Just this week, the House passed H.R. 6049, the Energy and Tax
Extenders Act of 2008. If it becomes law, this important bill will
extend expiring tax provisions for renewable energy production and
energy conservation. The progressive Pelosi policy has promoted re-
newable sources of energy efficiency and conservation, but we must
have support from the current administration if we are to be truly
successful.

And I hope, Mr. Secretary, that you can offer some insight into
the policies promoted by this administration and that we can work
together to the extent possible to reach energy independence and
achieve a cleaner environment for all Americans. Thank you for
being here.

I yield back the balance of my time, Mr. Chairman.

[The prepared statement of Mr. Cleaver follows:]
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Chairman Markey, Ranking Member Sensenbrenner, other Members of the Select
Committee, good morning. I would like to welcome our distinguished witness Secretary
Bodman to the hearing today.

It is difficult to refute our current Administration’s poor record on environmental
protection and renewable energy promotion. For example, the Administration has
consistently lobbied for drilling in the Arctic National Wildlife Refuge as if it contains
gold-plated gas, which will solve our growing need for energy. The Administration has
also continued federal support for the oil and gas industry. Increased use of fossil fuels is
not a long-term solution to our energy crisis. For this reason, Congress is attempting to
change the course of American energy policy by passing meaningful and effective
legislation. Just this week, the House passed H.R. 6049, the Energy and Tax Extenders
Act of 2008. If it becomes law, this important bill will extend expiring tax provisions for
renewable energy production and energy conservation.

This progressive Pelosi policy has promoted renewable sources of energy and energy
efficiency and conservation, but we must have support from the current Administration if
we are to be truly successful. I hope that Secretary Bodman can offer some insight into
the policies promoted by the Administration, and that we can work together to the extent
possible to reach energy independence and achieve a cleaner environment for all
Americans.

I thank Secretary Bodman in advance for his answers and insight, and 1 appreciate him
taking the time to visit with our committee today.

Thank you.
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The CHAIRMAN. Great. The gentleman’s time has expired.

The Chair recognizes the gentleman from New York State, Mr.
Hall.

Mr. HALL. Thank you, Mr. Chairman.

Mr. Secretary, thank you for being here.

America is clearly at an energy crossroads, and one look at oil
costs or conversations with families in my district or others around
the country who are being forced to sacrifice in order to keep on
the lights and the heat and the fuel in their vehicles is all the evi-
dence one would need to come to that conclusion.

It is our job in Congress to look at how we got here and what
our government is doing to solve the crisis, and I am disappointed.
When one looks back over the last 7 years, it is apparent the ad-
ministration has pursued what I see as sort of a lose-lose-lose pol-
icy where we are shipping more and more of our dollars to unstable
countries in unstable parts of the world where they are used, as
one of the other members mentioned, to fund—in part, to fund
madrassas or arming of these governments who we may have dis-
agreements with about human rights or other foreign relations
issues and then borrowing that money because we are running a
deficit at the same time and a balance of trade deficit.

We are basically borrowing the money from other countries and
finding ourselves losing our sovereignty, so it is a lose-lose-lose pol-
icy. And I would like to see us move to a win-win-win policy where
we are developing the new technologies that provide jobs here and
keep our dollars here in this country and, at the same time, get us
our sovereignty back.

This is not an ideological statement. It is an empirical one, look-
ing at oil prices that are breaking daily records, hitting $135 per
barrel overnight. Gas prices have more than doubled since 2001. In
New York, they are over $4 a gallon.

Until recently, the administration had shown resistance to pro-
viding short-term relief through timely use of the SPR; and I am
glad that the administration has chosen to agree with Congress on
this issue and halt deliveries to the SPR to provide some relief on
the demand side.

However, the long-term solutions to our energy crisis remain
somehow inexplicably tied to a “drill first, ask questions later”
mentality. While private investment is driving renewables by wind
and solar to grow by leaps and bounds, we are somehow being told
that we really need to keep trying to bring them along and at the
same time throw more money at the oil industry, as the Energy Act
of 2005 did with subsidies that we have been trying to take back,
tax breaks to an industry that is already claiming record profits.
And also throwing more money down the nuclear rabbit hole. Doz-
ens of years and billions of dollars in taxpayer-financed largesse.

And I just would comment that I think the ranking member said
we shouldn’t be picking winners or losers. We have always picked
winners and losers. The taxpayer is the insurance company that in-
demnifies the nuclear industry since the Price-Anderson Act, for in-
stance. So the question is not whether we pick winners and losers
but whether we pick the right ones.

The path we need to follow is one that has been advocated by
this Congress, focuses on green, domestic, innovative solutions that
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will reduce our reliance on old forms of energy and drive rather
than drain our economy.

I remain an optimist, and I hope that even in its last 6 months
the Bush administration can turn a corner and join with Congress
to realign the priorities that meet this vision.

I yield back.

The CHAIRMAN. The gentleman’s time has expired.

The Chair recognizes the gentleman from California, Mr.
McNerney.

Mr. McNERNEY. Thank you, Mr. Chairman; and thank you, Sec-
retary Bodman, for agreeing to come to talk to us today.

In this committee, we are taking a broad look at all our options
to reduce our dependence on imported oil. We have seen the bene-
fits of pursuing renewable energies and the startling savings that
are available through energy efficiency measures.

I am concerned that, despite the administration’s rhetoric, the
only action that we have seen is a push for more domestic drilling,
including going to the length of preventing my State of California
from requiring our vehicles in California to have more fuel effi-
ciency.

You know, I had a constituent literally yell at me in my face last
weekend because he was so humiliated to see the President go hat
in hand to Middle Eastern countries to beg for oil. I agree with that
sentiment, and I implore this administration to take real steps to-
ward attaining energy independence by allowing States to lead the
way.

Mr. Bodman, thanks again for coming. Let’s stop the rhetoric and
start working together to find solutions. And I look forward to your
testimony.

Thank you.

The CHAIRMAN. The gentleman’s time has expired.

All time for opening statements from the committee members
has expired; and we turn to our witness, the Honorable Samuel
Bodman, who is the Secretary of the Department of Energy.

Secretary Bodman has led the Department of Energy since Feb-
ruary of 2005. He also served in the administration as Deputy Sec-
retary of the Treasury and the Department of Commerce. He was
also the CEO of Fidelity and also the Cabot Corporation, both up
in Boston.

b We welcome you, Mr. Secretary. Whenever you are ready, please
egin.

STATEMENT OF THE HONORABLE SAMUEL W. BODMAN,
SECRETARY, U.S. DEPARTMENT OF ENERGY

Secretary BODMAN. Congressman Markey, Congressman Sensen-
brenner, members of the committee, I want to thank you all for
providing me the opportunity to speak with you about America’s
energy and environmental challenges.

These are very serious issues, in my judgment. They are deserv-
ing of serious consideration which in my judgment begins with the
recognition that distinct energy challenges and unique constraints
are creating a new global energy reality.

Our response to this new reality is based on the fundamental
premise that energy insecurity poses an unacceptable risk to the
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United States’s national security and our economy. Implicit in the
new energy reality is the recognition that energy issues must be as-
sessed and addressed in a global construct.

Today, coal produced in South America is used to generate elec-
tricity in Europe. Oil drawn from Africa is used to power cars in
Asia. Liquefied natural gas from Trinidad powers homes and busi-
nesses in the United States. America can no longer consider its en-
ergy security as largely a domestic issue.

To illustrate what I am talking about, consider this new reality’s
three underlying causes: one, an extraordinary surge in global en-
ergy demand; two, resource limitations coupled with increasing
geopolitical instability; and, three, the likelihood that some type of
carbon constraints are an eventual part of the world’s energy fu-
ture.

The challenges that these underlying causes present are consid-
erable; and the administration, in my view, has been quite vigorous
in its efforts to address them. This administration has, since 2001,
spent more than $22 billion to research, to develop and to promote
alternative energy sources and to reduce energy demand. In 2006,
the President proposed the Advanced Energy Initiative as a com-
prehensive plan to change the way that we power our homes, our
businesses and our automobiles. The Department of Energy is mov-
ing ahead with a loan guarantee program that will assist in the de-
velopment and commercialization of clean alternative energies by
systems that are providing up to $42 billion in loan guarantees.

These initiatives, coupled with our other efforts, have led us to
an approach which I believe can be distilled into four principal
areas of focus:

One, the development of energy from a more diverse set of
sources such as oil, shale and advanced biofuels, coupled with ef-
forts to expand production on traditional forms of energy into areas
such as the Arctic National Wildlife Refuge and the Outer Conti-
nental Shelf.

The development and deployment of innovative technologies such
as those pursued by the Department’s vehicles technologies and
building technologies programs. These programs provide producers
and consumers with ways to substantially increase energy effi-
ciency at all levels of economic activity.

Three, the development and deployment of low carbon or no car-
bon energy technology such as carbon capture and storage, wind,
solar and clean safe nuclear power.

And, four, the development and deployment of an expanded U.S.
energy infrastructure to include additional refineries, expedited
siting for pipelines and improvements to the electrical grid in order
to handle the need for increased capacity safely and securely.

Any one of these areas that I named of those four areas requires
considerable commitment. Together, they represent an opportunity
for this Nation to excel and to lead.

I continue to be confident that we are laying the groundwork
necessary for investment and innovation to occur. The results are
not going to be immediate, but our efforts eventually will come to-
gether to increase America’s energy security and to provide eco-
nomic relief to the U.S. taxpayer. In addition, they will provide en-
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vironmental relief by changing the impact of our energy consump-
tion and altering the ways in which we produce energy.

To that end, between 2001 and 2008, this administration has in-
vested more than $45 billion toward activities related to climate
change science and technology.

In April of this year, the President set a new national goal for
stopping the growth of U.S. greenhouse gas emissions by the year
2025. But that reduction in emissions will take place only so long
as the necessary technology continues to advance, which is an im-
portant mission for this Department. It will require the cooperation
of the world’s major economies, an effort that the President pro-
posed and is leading, and the cooperation of Congress, State and
local governments, businesses, entrepreneurs, investors as well as
academia.

In my judgment, there is considerable reason for optimism. Hav-
ing spent many years in the Nation’s financial sector, I can hon-
estly say that for the first time in history we are seeing the venture
capital community putting sizable amounts of money into entrepre-
neurial companies in the alternative energy business.

One recent industry report showed that the so-called clean tech
sector, which includes renewable energy and efficiency tech-
nologies, experienced record venture capital investment levels of
$2.2 billion in the year 2007, up from just $500 million in the year
2005. That by almost any measure is quite remarkable in terms of
its growth.

Mr. Chairman, each of us, in my view, has a part to play in in-
creasing America’s energy security. Developing new technologies is
not enough. Implementing new policies is not enough. And it is not
enough to simply devise new incentive schemes or to open new
areas for production. All of these can and should contribute to in-
creased U.S. energy security, and they must be done in concert
with one another. They must be pursued with an understanding of
the facts of the new energy reality. Our economic and national se-
curity future is largely dependent upon our energy future.

Mr. Chairman, at this time, I would like to conclude my remarks
by asking that my written testimony be—a copy of which I think
has already been provided—that that be entered into the record,;
and I would be happy to respond to any questions.

The CHAIRMAN. Thank you, Mr. Secretary; and, without objec-
tion, the Secretary’s entire testimony will be entered into the
record at this point.

Secretary BODMAN. Thank you.

[The statement of Secretary Bodman follows:]
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Mr. Chairman and members of the Committee, thank you for this opportunity to appear
before you this morning to discuss the energy and environmental challenges facing our
nation. It is important to first recognize that that we live in a new energy world, where
energy insecurity poses an unacceptable risk to our economy and national security. We
live in a time when we must pay even greater attention to the interrelated environmental
challenges posed by our dependence on fossil fuels, a time when free and competitive
markets for energy trade and investment are essential, and a time when innovation and
support for the development of new technologies is absolutely critical.

We are in a global environment and our actions should reflect that reality. Today, coal
produced in South America is used to generate electricity in Europe, oil drawn from
Africa is used to power cars in Asia, and liquefied natural gas (LNG) from Trinidad
powers homes and businesses in the United States. We can no longer look at our energy
security as solely a domestic issue. We must consider the global context as we work
toward developing new energy solutions for this new energy reality.

I believe it is important to understand what I view to be the three principle causes of this
new reality: 1) a sigmficant surge in demand 2) geopolitical instability and resource
limitations 3) concerns about climate change.

GLOBAL DEVELOPMENTS AFFECT AMERICA’S ENERGY SECURITY

The high-priced energy environment is being driven by the fact that demand has
outstripped supply. In the past three years, we have witnessed an unprecedented surge of
demand for commodities around the world, but primarily from developing countries such
as China and India where demand is expected to increase by over 70% of the increase in
global primary energy use by 2030".

A few facts tell the story. In 1990, private ownership of automobiles was prohibited in
China. Today, there are approximately 40 million automobiles in China for over a billion
people. That figure is increasing at a rate of 7-9 million per year and is projected to be in
excess of 200 million total vehicles in less than twenty years. To put this in context, the
United States is a country of 300 million people yet we have roughly 240 million
vehicles. The growth in China is astonishing.

India has a growing thirst for energy to fuel its rapidlgz developing economy, where GDP
is expected to expand at an annual rate of 6.3 percent”. According to the International
Energy Agency (IEA), energy demand in India will more than double by 2030°, with
transportation demand projected to grow by 6.1 percent per year over the next 25 years as
vehicle ownership expands with rising household incomes.’

! International Energy Agency's World Energy Outlook 2007, p. 73.

? International Energy Agency's World Energy Outlook 2007, p. 463.
? International Energy Agency’s World Energy Outlook 2007, p. 463.
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Additionally, there are over 1.6 billion people around the world who do not currently
have access to electricity.? As we help promote policies of increasing development,
trade, and prosperity, those people will ultimately become connected to the grid and
when they do, the necessary supply for that demand will be staggering. Some estimates
are that electricity demand will double worldwide over the next 25 years.” Meeting that
demand could require a significant global investment in infrastructure over that time
frame.

PREPARING FOR A CARBON CONSTRAINED FUTURE

We know that the world is not running out of energy resources, but above ground risks
such as resource nationalism, limited access, and infrastructure constraints may
effectively limit production to something far less than what may be needed. We need to
consider the issue in the context of tackling the issue of global climate change and the
likely future reality of a carbon constrained environment.

Just as we are linked by supply and demand in the energy markets, so too are we linked
by the environmental effects. What happens in one country now has effects on others.
Emissions of CO2 and other greenhouse gases in the atmosphere contribute to the global
concentration of GHGs regardless of where the emissions come from. Any impact from
GHGs will result from these global emissions. To have any meaningful impact on global
GHG concentrations, action to address GHG emissions must include all major
economies. Now more than ever, our environmental future will be determined by global
cooperation.

All of this points to the same conclusion: the energy challenges we face are global in
scope; therefore, so too, must be our solutions.

RESPONDING TO THE ENERGY CHALLENGES WE FACE
Within the context of the challenges outlined above, it is my view that we must
recalibrate our focus on the following major areas:

«  We must develop more traditional energy supplies from a greater diversity of
sources.

« We must have more energy options through the development of technology.

« We have to substantially increase energy efficiency.

«  From a technology standpoint, we should promote development of low carbon
and no carbon technologies.

. We must improve the Nation’s energy infrastructure and better secure it from
purposeful and inadvertent disruptions.

We must expand conventional energy supplies and diversify their sources. This is why
the Bush Administration continues to call for the development and production of our
domestic oil and gas resources found on the North Slope of Alaska, along the Outer
Continental Shelf, and in the Rocky Mountain States. These areas contain substantial

f International Energy Agency’s World Energy Outlook 2007, p. 281.
’ International Energy Agency’s World Energy Outlook 2007, p. 73.
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amounts of oil and natural gas, and new development technologies and methods will
provide the opportunity for this development to proceed with proper protection for the
environment.

For example, at the end of 2006, the President signed the Tax Relief and Health Care Act,
which included the Gulf of Mexico Energy Security Act “GOMESA”. The GOMESA
allowed for leasing of slightly more than 8 million new acres in the “Eastern and Central
Gulf of Mexico planning areas. The Department of the Interior and the Minerals
Management Service on March 19th of this year announced the preliminary results of
Lease Sale Number 224 and 206, which included a portion of this OCS acreage, (about
2.3 million acres) within the "Sale 181 Area” of the Eastern and Central planning area,
and is evaluating the bids it received. In the Spring of 2009, the remaining new acreage
in the Central Planning Area, the "Sale 181 South Area," will be offered for sale pending
an environmental review of the area.

The Bureau of Land Management estimates that there are approximately 31 billion
barrels of undeveloped oil resources and 231 trillion cubic feet of undeveloped natural
gas resources remaining to be discovered on onshore Federal lands. About 62 percent of
these oil resources and 41 percent of the natural gas resources are currently unavailable
for leasing and development®. The Minerals Management Service estimates there could
be almost 86 billion barrels of undiscovered technically recoverable oil resources and 420
trillion cubic feet of undiscovered technically recoverable natural gas resources offshore
on the Federal Outer Continental Shelf, and about 20 percent of those resources are not
available for leasing due to ongoing Congressional moratoria and a Presidential
Withdrawal. This amount is equivalent to almost seven years of U.S. crude oil
consumption at 2007 levels, though it would take much longer to produce the resource
and the economically producible resource could be significantly smaller.

The Department of Energy and the Department of the Interior estimate that the Arctic
National Wildlife Refuge (ANWR) ficlds alone could allow America to produce up to a
million additional barrels of oil a day at peak production, which translates to about 27
million gallons of gasoline and diesel fuel per day’. That would be about a 20-percent
increase of domestic crude oil production over current production levels and could mean
lower gasoline and diesel fuel prices. Yet, these proposals have been repeatedly blocked
by Congress.

We must also vigorously pursue development of new technologies, and DOE is doing
that. Since 2001, the U.S. government has spent more than $22 billion to research,
develop and promote alternative energy sources and reduce energy demand. In his 2006
Advanced Energy Initiative (AEI), the President laid out a plan to change how we power
our homes, our offices, and our automobiles. In support of these goals, DOE is

® EPCA i to be released 5/22.

7 Using 18 billion barrels per DOI 1/25/2008 testimony, the amount of OCS oil not accessible is equivalent
to 9.6 years of U.S. crude oil production.
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establishing Energy Frontier Research Centers (EFRCs) to accelerate the rate of scientific
breakthroughs needed to create advanced energy technologies and is standing up its Loan
Guarantee office, which will encourage early commercial use of new or significantly
improved energy technologies. In addition, the Department has a number of programs
focused on supporting emerging energy technologies.

We must vigorously develop power generation sources which reduce carbon emissions,
and DOE is doing that. The AEI recognizes that nuclear energy, which supplies twenty
percent of our Nation’s electricity, is a non-carbon dioxide emitting source of energy and
will be a key factor in any climate change mitigation scenario. While we share the hope
to expand use of wind and solar energy, we will need more nuclear power plants in order
to maintain the current percentage of our electricity that is non-carbon dioxide emitting to
meet growing demand. To this end, we are committed to safe nuclear power and to
deploying advanced technologies.

The Global Nuclear Energy Partnership (GNEP) is a cooperative framework among 21
member countries with a common vision. GNEP supports reduced global dependence on
fossil fuels through the safe and secure use of nuclear energy, in a manner that also meets
important nonproliferation objectives, including the development of advanced, more
proliferation-resistant fuel technologies. GNEP helps to address spent fuel and waste
management challenges. Other key objectives of the program include efforts to establish
reliable fuel services, develop advanced safeguard approaches, and promote new,
advanced reactor designs appropriate to the capabilities and needs of developing
countries.

Continued development of the geologic repository at Yucca Mountain, Nevada, including
submission of the License Application to the Nuclear Regulatory Commission, is
important to support the necessary expansion of nuclear power in the U.S.

Development of a wide array of renewable energy sources is critical, and DOE is leading
the way. R&D projects in the areas of wind, solar, and geothermal energy are addressing
the barriers to operability, reliability and storage that will bring costs down and enable
even greater industry growth. The Solar America Initiative aims to make photovoltaics
cost-competitive by 2015. Since 2001, America has increased wind energy production by
more than 300 percent, and more than 20 percent of new electrical generating capacity
added in America came from wind last year®.

In order to utilize America’s abundant coal reserves, which is used to meet about 50% of
the nation’s electric power needs, the President and Congress have invested billions of
dollars, in cooperation with leading businesses, to develop technology that will help
utilities cut carbon dioxide emissions, with additional benefits in reduction of sulfur
dioxide, nitrogen oxide, and mercury emissions from power plants. This year’s budget
request for DOE’s coal program is the largest submitted to Congress in over 25 years. In
2009 alone, the combined government and matching private sector commitment in clean

¥ hupAwvww, whitehouse govinews/releases/2008:03/20080305 htinl , paragraph 44, sentence 2 and 4.




23

coal research and development is estimated to be nearly $1 billion (subject to
appropriations).

Through seven U.S. regional partnerships, the Department of Energy is making progress
on demonstrating the potential of pumping carbon dioxide safely underground, through a
process called sequestration.

The President’s Clean Coal Power Initiative (CCPI) is a demonstration program that
seeks to deliver innovative technologies to improve the environmental performance of
new and existing coal-fired power plants in the U.S. There are currently eight active
CCPI projects and a third round of solicitations is currently underway that is aimed at
technologies that will capture CO, for sequestration or other beneficial use.

The FutureGen program also secks to demonstrate CCS technology on commercial
plants. DOE has restructured the program te provide funding for the addition of CCS
technology to multiple industry-planned plants that could be operational as early as 2015.
This approach builds on technological research and development advancements in
Integrated Gasification Combined Cycle (IGCC), pulverized coal (PC), and CCS
technologies achieved over the past five years and is expected to at least double the
amount of carbon dioxide sequestered compared to the original FutureGen concept
announced in 2003, where the rate was | million tons per year .

We must also aggressively move forward with the development and use of biofuels. Last
year, President Bush proposed the Twenty-in-Ten plan to reduce U.S. oil dependency by
twenty percent within ten years. It called for 35 billion gallons of renewable and
alternative fuel use by 2017 and reform of the fuel economy program in passenger cars.
In 2007, Congress responded in part to the President’s energy proposals by passing the
Energy Independence and Security Act (EISA), which requires the Environmental
Protection Agency to issue a new renewable fuels standard (RFS) that will substantially
increase the use of renewable fuels in the U.S.

The Department is committed to advancing technological solutions to continue promoting
the cost-effective, sustainable production of biofuels. Just last calendar year, DOE
announced over $1 billion in multi-year funding biofuels R&D (subject to
appropriations). To meet the ever-growing demand for energy worldwide, especially in
emerging economies such as China and India, while confronting climate change, biofuels
must play a significant role and be a part of a balanced portfolio of energy solutions. Last
year, the Department launched the formation of three Bioenergy Research Centers to
provide the transformational science needed for bioenergy breakthroughs.

In addition to breakthroughs in advanced fuels, the Administration is committed to
advancing vehicle technology. For example, Plug-in Hybrid Electric Vehicles (PHEV)
could potentially get over 80 mpg, more than triple the current average fuel economy.
Because PHEVs require far more battery capacity, battery technology is particularly
critical. To make PHEVs more cost competitive, batteries must be cheaper, lighter, and

¥ See FutureGen Report to Congress, 2004, p. 5.
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longer lasting. The Department is supporting research and development on batteries as
part of its Vehicle Technologies Program. We also continue our long-standing support
for the Freedom CAR and the U.S. Advanced Battery Consortium focusing on battery
technology R&D to make hybrid vehicles more marketable ~we need to increase storage
capacity and durability, improve charge and discharge performance and reduce costs.

ENERGY EFFICIENCY

The Federal government must provide leadership in energy conservation, and I am proud
that DOE is helping to fill this role. For example, this month the Department was pleased
to announce the completion of the 500" Energy Saving Assessment at the nation’s largest
industrial facilities. These assessments have helped identify over 80 trillion British
Thermal Units of natural gas—roughly equivalent to the natural gas used in over one
million American homes. This program is a small part of our efforts to support the
broader goal of working with leading industrial companies, plants, and supply chains to
reduce their energy intensity by 25% over a 10-year period, consistent with the Energy
Policy Act of 2005 (EPACT) Section 106 .

Last year the President issued an Executive Order to mandate the federal government to
lead by example and reduce our energy intensity by 30% by 2015. On August 8, 2007, 1
announced the Transformational Energy Action Management (TEAM) Initiative, a plan
for DOE to meet or exceed the aggressive goals for increasing energy efficiency
throughout the federal government laid out in Executive Order 13423, As the Secretary
of Energy, | have challenged my team to meet this benchmark in 2 years. We are
underway toward meeting this challenge. Through the use of Energy Savings
Performance Contracts and other efforts, the Department anticipates achieving the
President’s mandate,

The Department and other Federal agencies are supporting a broad range of efforts to
improve the efficiency of both new and existing structures and energy using equipment.
For new commercial buildings, the Department is working on the development of cost-
effective technologies, integrated design strategies and improved operating procedures
designed to help increase the energy efficiency of new commercial buildings by 30%
beyond the 2004 standard. Simultancously, DOE has an aggressive research program to
enable the construction of net zero energy commercial buildings by 2025. To achieve
this goal DOE will develop whole-building strategies that use 60 to 70 percent less
energy relative to the 2004 standard, with on-site renewable energy providing sufficient
energy to meet all remaining energy needs. For appliances and equipment, DOE and
EPA continue to use the Energy Star program to promote the introduction and purchase
of higher efficiency products, while also DOE sets required minimum efficiency
standards for certain products.

LEADERSHIP IN REDUCING GREENHOUSE GAS EMISSIONS

The U.S. is leading the development of many advanced technology options that have the
potential to reduce, avoid, or sequester greenhouse gas emissions. The U.S. Climate
Change Technology Program (CCTP) was created by President Bush in 2002, and
subsequently authorized in Title XVT of the Energy Policy Act of 2005, to coordinate and
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prioritize the Federal Government’s investment in climate-related technology. From
fiscal years 2001 through 2008, the Federal Government has dedicated over $45 billion in
all climate change-related activities and incentives. In September 2006, CCTP issued its
Strategic Plan organized around six complementary goals: (1) reducing emissions from
energy use and infrastructure; (2) reducing emissions from energy supply; (3) capturing
and sequestering CO3; (4) reducing emissions of non-CO; greenhouse gases; (5)
measuring and monitoring emissions; and (6) bolstering the contributions of basic
science.

In addition to the funding for climate change-related activities, DOE has available $42.5
billion of loan guarantee authority for its new Loan Guarantee Program, established by
the Energy Policy Act of 2005, to support investments in new technologies that avoid,
reduce or sequester air pollutants or greenhouse gases. To ensure due diligence of
applications under the Loan Guarantee Program, DOE has requested in its FY2009
Budget Proposal an extension of authorization to issue loan guarantees through FY 2010
and FY 2011.

The recent energy bill will also result in billions of tons of CO2 reductions through
increased fuel economy, lighting efficiency requirement, and the new renewable fuel
mandate.

On April 16", the President announced a new national goal to stop the growth in U.S.
greenhouse gas emissions by 2025. This new goal marks a major step forward in
America's ongoing efforts to address climate change. If we fully implement our strong
new laws, adhere to the principles the President outlined, and adopt appropriate
incentives, we will put the United States on an ambitious new track for greenhouse gas
reductions. The growth in emissions will slow over the next decade, stop by 2025, and
begin to reverse thereafter, so long as technology continues to advance. Taken together,
these landmark actions will prevent billions of metric tons of greenhouse gas emissions
from entering the atmosphere.

CONCLUSION
Through the actions [ have described, coupled with the tremendous amount of ongoing
research and development at the Department of Energy and international collaboration
through multilateral and bilateral dialogues, we are advancing the effort to curb
America’s dependence on fossil fuels and reduce GHG emissions. These efforts are
expected to eventually help mitigate the effects high energy prices have on the American
taxpayer. There is no silver bullet that will immediately solve our energy challenges, or
drastically reduce costs at the gas pump. But we need to work together and answer the
President’s call to increase domestic exploration, expand our nuclear infrastructure as
well as solve our long-term nuclear waste storage challenge.

In order to achieve the greatest benefits from the technologies I have described in this
testimony, a number of technical and non-technical hurdles must be overcome, including
legislative, regulatory, and litigation issues. For example, in order to achieve significant
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growth in renewable power, transmission line siting concerns must be addressed. In
order to gain the benefits of CCS, we must allow for pipeline siting as well as regulatory
certainty on liability. To expand nuclear power, our only currently available GHG-free
base load resource, we must fulfill our obligation on waste and minimize NIMBY-ism.
Most experts say that current climate legislation proposals would require greater use of
natural gas in the near term; we must therefore provide adequate access to domestic
supplies and/or ensure LNG infrastructure to accept imports.

1t is not enough to say we need solutions; we must take real actions that will allow these
solutions to come to fruition. We have made great progress in the past seven years, and
the groundwork has been laid to meet our nation’s economic, national and energy
security needs in the future.
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The CHAIRMAN. The Chair now recognizes himself for a round of
questions.

Mr. Secretary, we know that swapping and releasing oil from the
Strategic Petroleum Reserve has a proven historical track record of
success. President Bush’s father in 1991 deployed the Strategic Pe-
troleum Reserve. Prices dropped by 1/3. When President Clinton
deployed the Strategic Petroleum Reserve, prices dropped by 18
percent; and when President Bush deployed it after Hurricane
Katrina, there was a reduction of 9.1 percent.

Why is President Bush refusing to answer this historical chal-
lenge by deploying the Strategic Petroleum Reserve, by now send-
ing millions of barrels of oil out into the open marketplace that will
have, obviously, looking at the historical record, a depressing effect
upon the price of 0il?

Secretary BODMAN. Look, the goal, Mr. Chairman, is to provide
security for this country. That is what the purpose of the SPRO is.
And the SPRO is there. It is meant to deal with matters where we
have the physical delay, interruption of the flow of oil to our coun-
try. We don’t have that issue today, and that is the reason.

The CHAIRMAN. Well, we did not have that in 1991. We did not
have that in the year 2000, when President Clinton deployed it. We
did not have that, in fact, when the President deployed the SPRO
after Hurricane Katrina.

Secretary BODMAN. Of course we did.

The CHAIRMAN. In each one of those situations there was not an
international crisis that was going to have some permanent effect
upon our access to oil.

You understand what I am saying here? What we have got here
is last Friday President Bush asking the Saudis to please produce
more oil because it would have an effect on reducing the price of
oil for American consumers.

Secretary BoDMAN. I understand.

The CHAIRMAN. The Saudis said no. But we have 700 million bar-
rels of oil stored that are ready to be deployed that will have the
same effect if President Bush was willing to use it right now be-
cause of the speculation in the oil marketplace that nothing is
going to happen.

Why won’t you recommend to President Bush that he deploy the
Strategic Petroleum Reserve, given the historical, successful
record?

Secretary BODMAN. I don’t know how to be clearer with you, sir.

First of all, there was in 2005—I don’t know about the other
cases, but there certainly was an interruption of supply that was
caused by the hurricanes and that we had requests for the avail-
ability of oil, and we responded.

The CHAIRMAN. Don’t you believe that there is now rampant
speculation going on now in the oil futures marketplace

Secretary BoDMAN. No, I don’t.

The CHAIRMAN [continuing]. That is artificially driving the price
up exponentially almost on a daily basis?

Secretary BoDMAN. No, I don’t.

The CHAIRMAN. You don’t believe there is speculation right now?

Secretary BODMAN. Let me explain why, if I may.

The CHAIRMAN. Sure.
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Secretary BODMAN. If you look back over the history of oil pro-
duction globally, it increased by about a million barrels per day per
year. So that each year as you moved along, it increased by roughly
a million barrels a day. Until you got to the year 2004. In the year
2004, we had almost an increase of 3 million barrels a day of con-
sumption. In the year 2005, 2006 and 2007, we have had flat pro-
duction. There has been no change in the global production of oil
over that period of time.

And the facts are that in the year 2004 we sopped up all the ad-
ditional—all the available spare capacity in the system. And that
has been the issue. That is the issue today. And it is clear to me
that when you look at very little spare capacity in the system and
you look at the ability of price to reflect the increase in demand,
if you have a 1 percent increase in demand, my economics friends
tell me, you have about a 20-fold increase in price. So that for
every 1 percent increase in demand, I have got a 20 percent in-
crease in price. It is easy to see that we have got that kind of situa-
tion going on at the current time.

The CHAIRMAN. Well, we have seen over the years 1 percent in-
crease in demand, but we have never seen a spike like we have
seen over the last——

Secretary BoDMAN. And that is because in the year 2004 we
sopped up all the additional capacity of the system.

The CHAIRMAN. Mr. Secretary, what you are testifying here today
is that you are not going to recommend to President Bush that he
use the Strategic Petroleum Reserve as a weapon against Saudi
Arabia, against OPEC, to tell them we are not going to stand on
the sidelines and that we are going to actively send more oil into
the marketplace. That over the next 10 years you might have a
plan to drill in wilderness areas in our country. But over the next
10 weeks, this summer, there is no plan that the Bush administra-
tion has to reduce the price of oil.

Secretary BODMAN. I don’t believe——

The CHAIRMAN. What one weapon you have, the Strategic Petro-
leum Reserve, a proven weapon of success against OPEC, you are
not going to deploy, notwithstanding Saudi Arabia turning a deaf
ear to President Bush’s request last Friday.

Secretary BODMAN. First of all, Saudi Arabia did increase the
production by some 300,000 barrels.

The CHAIRMAN. But not in response to the President. They said
that is something they had already done.

Secretary BODMAN. I assume that that is the case, but I don’t
know that. But the situation is that the Strategic Petroleum Re-
serve is meant to be there as a protection for the American people.

The CHAIRMAN. The American people right now are being—MTr.
Secretary, the American people are being tipped upside down at
the pumps and having the money shaken out of their pockets. Ford
just announced that they are going to cut 15 percent production in
the manufacture of vehicles this year. Airlines are declaring that
they are on the verge of bankruptcy. The American people are
under assault from the skyrocketing price of oil, and the Strategic
Petroleum Reserve is the one weapon in the short run we have to
stop this bubble from continuing to ravage the American economy
and the American people, and we must use it now.
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Secretary BODMAN. I disagree with you, sir.

The CHAIRMAN. Well, I think it is a disagreement that is really
going to hurt our economy.

My time has expired. I recognize now the gentleman from Wis-
consin, Mr. Sensenbrenner.

Mr. SENSENBRENNER. Thank you very much, Mr. Chairman.

There is another way I think we can reduce the price at the
pump, at least those of us that have to buy gas that has 10 percent
ethanol in it, and that is repealing the tariff on imported ethanol,
which is a protection for the U.S. ethanol industry that is reflected
in the pump, at least for those of us who live in areas where there
has to be this kind of a blend. Does the administration have any
plans to reduce or eliminate that tariff?

Secretary BoDMAN. I think that the administration would deal
with the questions related to the tariff by working with Congress.
We are happy to work with Congress on that subject.

Mr. SENSENBRENNER. Doesn’t the administration have the power
to do this administratively, however?

Secretary BoDMAN. I don’t believe so, sir.

Mr. SENSENBRENNER. Okay. So it does require an act of Con-
gress?

Secretary BODMAN. I believe so. Yes, it does.

Mr. SENSENBRENNER. Well, if it does require an act of Congress,
will the administration request that we consider legislation to re-
peal this tariff?

Secretary BODMAN. I don’t have a good answer to that offhand,
but I would be happy to get it for you.

Mr. SENSENBRENNER. Well, I would appreciate that.

I will give Mr. Markey some of my time since he used a bit of
it up in his round of questioning. But it seems to me that we ought
to have everything on the table. And we hear an awful lot of rant-
ing about big oil, and a lot of that ranting is deserved. But I also
think that big corn has got an oar in this equation as well because
of the protection against cheap ethanol coming into the market
that is produced outside this country.

I would just very strongly urge the administration to put out a
full court press to reduce the tariff; and maybe, at least with the
10 percent of the petroleum that we get at the pump, we can re-
duce the cost of that, which will bring down the total cost.

I thank the gentleman and yield back the balance of my time.

The CHAIRMAN. The gentleman’s time has expired.

The Chair recognizes the gentleman from Oregon, Mr.
Blumenauer.

Mr. BLUMENAUER. Thank you, Mr. Chairman.

Thank you, Mr. Secretary.

Your phraseology here I think is important when you talked
about new energy realities that I think we are all trying to adjust
to. You have been clear in your testimony in prior comments that
we are dealing with a global energy market that is being affected
by things that are happening around the globe and that there is
no one source. It is all sort of blended together. And you just fin-
ished saying that results won’t be immediate, that there is certain
lag time that is going to be required as these things work their way
through the system and adjustments are made in production and
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what not. I am curious if you have a perspective on what that lag
time is before there are things that ripple their way through the
energy production system. Six months? Six years?

Secretary BODMAN. I think it varies, sir, according to which form
of energy you are thinking about.

On oil, we have already, I think, seen a turn where, for the first
time, we have a turn in the percentage of oil that we import. For
the first time in some years, it has declined; and I think that is
an indicator that if the non-OPEC producers continue to do what
they are intending to do that we will see a success there.

Nuclear power, I would expect that we would see nuclear power
and the licensing of and the proposals for nuclear power in a seri-
ous way. I think we now have four reactors that have been applied
for.

Mr. BLUMENAUER. My time is limited, and I want to get at this
notion of, if we have a sense of lag time, are we talking months,
years on an overall energy situation?

Secretary BODMAN. I think we are talking years. We are going
to be talking a few years to see in biofuels, which is the whole
question that the chairman raised the issue about. In biofuels, we
are looking at, by the year 2012, that is 4 years out, that we are
going to have cellulosic biofuels that will be cost competitive with
corn.

Mr. BLUMENAUER. Well, we are looking here from an historic per-
spective. In May of 2001, when your predecessor was on the Vice
President’s Energy Task Force, their vision was put in place, and
at that time gas prices were $1.70. In 2005, you said that 95 per-
cent of the administration’s energy policy had been implemented.
And now we are looking at $2.07 a gallon for gasoline. Then we
have the Energy Policy Act in August of 2005, which the President
claimed was going to make a big difference for every American. A
year later, there was a big celebration in the Department of Energy
celebrating the first anniversary of the passage of that.

I am trying to get a sense now, we have had the administration
in control since 2001. You had a Congress that in the main was
very much in agreement with the administration, compliant, giving
you what you wanted, and much of it was implemented, and it has
been now 6, 7 years.

Secretary BODMAN. Right.

Mr. BLUMENAUER. Are the $4 a gallon prices that we are seeing
now a result of the success of the energy policy that has been in
the pipeline now for some 7 years?

Secretary BODMAN. I would say not, sir. I would say, however,
that when I—you quoted me as saying that 95 percent of the en-
ergy policy of the administration had been implemented. That is
not correct, if that is the word you claim that I said. I don’t recall
having said that.

Mr. BLUMENAUER. Then let me reframe that. It has been 7 years.
You have had an administration that has gotten virtually every-
thing it has wanted from Congress. It has been in place. And I
grant you that it takes a year or 2 or 3 to work its way out.
Shouldn’t we be seeing the results? Are we seeing the results of the
energy policy?
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Secretary BoDMAN. Well, we are starting to see the results, yes.
As I indicated, the percentage of oil that we are importing has
started to turn.

That the American public is fed up with the high prices, I recog-
nize that. I am acutely aware of that. I hear about it every day.
And it is something that you and I have in common, I am sure.

But it is also something that I think—we are looking to decades.
We have been 30 years without appropriate research having been
done on renewable energy, on solar energy, on wind energy; and
this takes a long time to accomplish. And so it is something that
is years away, in my judgment.

Mr. BLUMENAUER. Thank you very much.

Just for your records, my understanding is that you did say that
on March 9, 2005; and if I am in error

Secretary BODMAN. I don’t recall having said that. If I said that,
I was dead wrong.

Mr. BLUMENAUER. I am giving you a specific date. If I am in
error, I will correct that, if you did not, in fact, say that on March
9, 2005.

Secretary BoDMAN. Thank you, sir.

The CHAIRMAN. The gentleman’s time has expired.

Tlhe Chair recognizes the gentleman from Washington State, Mr.
Inslee.

Mr. INSLEE. Thank you, Mr. Secretary.

I think you said several times that you expected the world to be
operating in a carbon-constrained economy at some point in the fu-
ture; and I want to ask, is that something you believe should hap-
pen? Do you believe that we should be taking actions to deal with
global warming to restrain the growth of carbon dioxide and other
greenhouse gases? Or are you simply stating that you are resigned
to that happening and you can’t stop that from happening.

Secretary BODMAN. Of course, it should happen; and we are
doing everything we know how to do to accomplish that.

Mr. INSLEE. So you think we should be doing all we know how
to be doing to accomplish a reduction in greenhouse gases?

Secretary BoDMAN. Yes, I do.

Mr. INSLEE. Great. I do, too. I think we might disagree on wheth-
er we are doing that, however.

I want to ask you about a cap-and-trade system, which we know
how to do because we invented it in the United States. It has
worked marvelously in sulfadoxine, with probably zero cost to the
U.S. economy. Europe has now engaged in it on their second round
that they have learned some lessons on, and they are now going
to improve some of the stakes.

We have an American system that we know works. We have a
system that has been proposed in the Senate. I believe it has
passed the committee over there. And we have a proposal many of
us on this dais are supporting here for a cap-and-trade system. To
me, it is real clear that, absent that, we won’t be able to achieve
the carbon constraint that you indicate is necessary.

The last time you were here I asked if you had spoken to the
President about the cap-and-trade system, and you indicated you
had not. Could you tell us what the administration plans are if we
send you a cap-and-trade bill this year, whether the President will
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sign it? And, if you can, describe the cap-and-trade system that the
President will sign. We are most anxious to receive some leader-
ship from the White House.

Secretary BODMAN. The President laid out issues related to
greenhouse gas control that he would be prepared to support: rea-
sonable and achievable goals that encouraged the investment in
new technology, that worked on nuclear power, that encouraged the
use of coal, that all nations need to be included in the program,
and that we remove trade barriers. As I recall it, those were his
five or six different points; and he has laid that out.

I will tell you, sir, that I have now been in this administration
7Yz years, and I have spent a lot of my time at Commerce and then
at Treasury and now at Energy negotiating with the Chinese over
their exchange rates. And we have made this much progress. And
I would tell you that I think it is a mistake for the President to
unilaterally declare what he is prepared to do prior to undertaking
this whole major economy meeting, series of meetings, which he
has been doing; and it is my view that he is correct in the way he
is going about dealing with it.

Mr. INSLEE. Well, that is very disappointing. Because, essen-
tially, you just said that the President will not join us in embracing
a carbon-constrained effort in the United States during his remain-
ing term of office.

Secretary BODMAN. I didn’t say that.

Mr. INSLEE. Well, obviously, we are not going to have a global
agreement by June 20, 2009; and what you basically said is Amer-
ica is going to secede from its historic destiny of leading the world
in these matters and taking a back seat and refusing to act until
China agrees. And I think that is a huge mistake for several rea-
sons.

Number one, we didn’t wait for China to develop democracy be-
fore we acted. We are the world’s leader, we are the world’s largest
polluter, and we have got both the moral obligation to act but,
more importantly, an economic opportunity here.

I mean, I met people yesterday in my office that are signing solar
thermal contracts for solar thermal plants. We have got great
strides in solar photovoltaic. We have got great strides in enhanced
geothermal. We got guys making all-electric cars starting in June.
We have got the young man I talked about signing a contract to
electrify the whole State of Israel. But those people can’t get the
help of the White House to send a signal to the markets that they
need to invest in these new companies because there is going to be
a price on carbon. It is very, very disappointing.

And I just have to tell you that when the world looks back at all
of our terms here, I just wish you could spend the next few months
figuring out how to achieve a constraint on carbon in the U.S. econ-
omy that can drive investment into these new technologies. I think
we are missing a huge opportunity here. I am very disappointed in
your position.

You can comment.

Secretary BoDMAN. Well, I would just say that that particular
company that you mentioned, to my knowledge, they have gotten
a lot of investment and that they are pretty well fixed.
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Mr. INSLEE. But the venture capital community, I met with 12
of them here in an office, in fact, in this building, 2 weeks ago and
said, look, until—as long as the fossil fuel guys can put their pollu-
tion in the sky for free in unlimited amounts, we are not going to
get this job done. You are letting the guys—it is like putting their
garbage in a dump truck, back it up to the city hall parking lot and
dump it all for free. As long as the fossil fuel guys can do that, we
are not going to get the quantum leap we need so we lead the
world and become the arsenal of clean energy like we were the ar-
senal in freedom. It is very disappointing. We are going to have to
work starting in January.

Thank you.

The CHAIRMAN. The gentleman’s time has expired.

The Chair recognizes the gentlelady from South Dakota, Ms.
Herseth Sandlin.

Ms. HERSETH SANDLIN. Thank you, Mr. Chairman.

Mr. Secretary, late last year, the results of a study co-sponsored
by your Department were released supporting the possibility of
mid-range ethanol blends such as E-20 or E-30 that can enhance
fuel economy for some non-flex-fuel vehicles. In an update last
month from the Department on its intermediate ethanol blends
testing, it recognizes the urgent need for continued and expanded
testing based on the new RFS and the anticipated saturation of the
E-10 market. The update reports of the Department will have at
least 160 test vehicles on line this month, and I am glad to see it
is also evaluating the effects of higher ethanol blends on smaller
engines such as pressure washers.

So two questions. When do you expect definitive results on the
effect of intermediate ethanol blends on most engine families, and
has the Department considered evaluating higher ethanol blends
over E-20?

Secretary BODMAN. To my knowledge, we have not considered—
to take your second question first, we have not considered above E—
20, and we are testing various engines for E-15 and E-20, and that
would be enough to encourage the development of the ethanol in-
dustry.

The concern is that with the concentration of the production of
ethanol only in the Midwest that we will not encourage the nation-
wide adoption of ethanol, and we need to do that and that a way
to stimulate that would be to increase the availability of E-15 and
E-20.

Ms. HERSETH SANDLIN. So what exactly—I am not sure I follow
what the concern is about testing E-30 at the same time.

Secretary BoDMAN. We can test anything. But the E-20 is
enough to get us through the——

Ms. HERSETH SANDLIN. Beyond the saturation of the E—-10 mark.

Secretary BODMAN [continuing]. Whole issue related to E-10.

Ms. HERSETH SANDLIN. And then when do you expect those de-
finitive results?

Secretary BoDMAN. I don’t have a quick answer for you on that,
and I would be happy to get it for you.

Ms. HERSETH SANDLIN. Okay. If you could.

On wind energy——

Secretary BODMAN. On wind energy?
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Ms. HERSETH SANDLIN. Yes. Your Department released its 20
percent report earlier this month concluding that wind energy
could contribute as much as 20 percent of the Nation’s electricity
by 2030 while significantly reducing the carbon footprint, and As-
sistant Secretary Andrew Carson was quoted as saying that this
can happen for less than half a cent a kilowatt hour. So what do
you think are the key steps Congress must take this year and next
to make this possible; and what do you think is key to facilitating
the siting of a new transmission infrastructure, given that the re-
port also states that transmission must be categorized with the
interstate highway system?

Secretary BODMAN. Well, I think the issue related to trans-
mission is something that we would encourage. I think we have
enough tools to encourage that. We have the so-called Electricity
Office of—I think it is Energy Reliability and Electricity Delivery.
And that office, headed by Kevin Kolevar, is—I just had a session
with them the night before last with an advisory committee that
represents those from all over America dealing with this question.
So I think we have—to my knowledge, we do not need work from
Congress, but I would be happy to come back to you again if that
proves to be otherwise.

Ms. HERSETH SANDLIN. So you are confident that there is enough
incentives that currently exist for private investment alone to move
forward with the building of the transmission capacity?

Secretary BoDMAN. I think so, based on my discussions with the
participants in that industry.

Ms. HERSETH SANDLIN. How about the production of tax credits?
Would you favor the extension of the production of tax credits for
wind energy production?

Secretary BoDMAN. There again, we are happy to work with Con-
gress to do that.

Ms. HERSETH SANDLIN. Do you think that that is key in order to
get to the point where we can meet the 20 percent?

Secretary BODMAN. It would appear that it is.

Ms. HERSETH SANDLIN. Okay. Thank you.

Thank you. I yield back Mr. Chairman.

The CHAIRMAN. The gentlelady’s time has expired.

The Chair recognizes the gentleman from Missouri, Mr. Cleaver.

Mr. CLEAVER. Thank you, Mr. Chairman.

Mr. Secretary, I just want to clear up something that I am not
sure was clear earlier when you responded to Mr. Blumenauer. Are
you saying or suggesting that Saudi Arabia agreed to increase pro-
duction to 300,000 barrels a day as a result of the request from
President Bush?

Secretary BODMAN. I do not know. I don’t know that. I haven’t
been told that, so I don’t have a quick answer for you. I do know
that they did agree that day, apparently, according to, I guess, the
chairman. That was something that they had already agreed on
ahead of time. I don’t know.

Mr. CLEAVER. That was my understanding, and so I just want to
get that cleared up.

Secretary BODMAN. I don’t know.

Mr. CLEAVER. The Saudis have responded to the request by the
President by saying that the price of oil is impacted more by the
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weakened U.S. dollar than anything else. Do you agree with their
assessment?

Secretary BoDMAN. No, sir, I don’t.

Mr. CLEAVER. Why not?

Secretary BODMAN. For the reasons that I just mentioned. That
production has been flat for the last 3 years, having had a big jump
up in 2004. Whenever you have a situation where we know that
demand is increasing, demand from China, demand from India and
even a small increase from here, that when you have a situation
like that you can get the current kind of pricing environment
where you have flat production and you have very little upside in
terms of availability.

Mr. CLEAVER. It seems to me that the market is madly searching
for any excuse to raise the price of oil.

Secretary BODMAN. I can’t comment on that, sir.

Mr. CLEAVER. Well, I mean, you know, the price of oil appears
to be raised on all events, you know, whether it is a hurricane,
whether it is a loss by the Washington Nationals. I mean, whatever
happens, it seems as if, you know, they raise the price of oil.

Secretary BopMAN. Unfortunately, the Nationals seem to be los-
ing a lot.

Mr. CLEAVER. Yeah, they ran out of gas early. But I am just—
I mean, you know—I mean, you mentioned Katrina earlier.

Secretary BODMAN. Right.

Mr. CLEAVER. You know, the administration seems to think that
to solve the problem we just drill in the Wildlife Refuge. You know,
the Saudis say it is the weakened U.S. dollar.

Secretary BoDMAN. That is not what I said. I said that we need
everything. We need not just—this isn’t going to yield to drilling
in ANWR or any other place. I think I acknowledged that in my
opening remarks. We need everything. We need solar energy, we
need wind, we need nuclear power, we need biofuels, we need coal,
carbon capture sequestration, all of it in order to deal with this
issue.

Mr. CLEAVER. Greater nuclear power?

Secretary BODMAN. Yes, sir.

Mr. CLEAVER. Do you have some suggestions on where we will
store the waste?

Secretary BODMAN. We are working very hard on the whole
Yucca Mountain program. And next—I guess it is 2 weeks, a week
from next Monday or Tuesday or so, we are scheduled to file the
application.

Mr. CLEAVER. So you are going to go ahead, in spite of the fact
that all the Nevada Members of Congress and the Governor are all
opposed?

Secretary BODMAN. I am going ahead because I am acting as the
agent of Congress and the presidency. As best I know, Congress
has opined on this matter, as well as the administration; and our
job is to execute.

Mr. CLEAVER. But the point is—where are you from?

Secretary BODMAN. This is a filing of a license with the Nuclear
Regulatory Commission.

Mr. CLEAVER. Does it—I mean, do you support the construction
of new nuclear facilities?
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Secretary BODMAN. Yes, I do.

Mr. CLEAVER. Where?

Secretary BODMAN. Where?

Mr. CLEAVER. Yes, sir.

Secretary BODMAN. That is something to be looked at on a State-
by-State basis, wherever the States decide they want to put them.

Mr. CLEAVER. Including your State?

Secretary BODMAN. I am including—I am a resident of the Dis-
trict. I don’t think that there is likely to be any being put in the
District.

Mr. CLEAVER. You know, the preys of the Bengal tiger increases
with the distance from the jungle.

Thank you, Mr. Secretary.

The CHAIRMAN. The gentleman’s time has expired.

The Chair recognizes the gentleman from New York State, Mr.
Hall.

Mr. HALL. Thank you, Mr. Chairman; and thank you, Mr. Sec-
retary.

A couple of observations. I think you said that the administration
between 2001 and 2008 has spent about $45 billion on measures
to reduce greenhouse gas emissions.

Secretary BODMAN. It was on both the science and the tech-
nology.

Mr. HALL. That is good. I just want to point out that it is a little
bit less than 4 months of what we are spending in Iraq. I know this
is off topic. I am not asking you to comment on that. But I just
think in terms of national priorities it is important to say it.

Secretary BODMAN. I understand.

Mr. HALL. And you also said at one point during your testimony
that the results from many of these technologies we are looking at
are not going to be immediate. You also said each of us has a part
to play.

Secretary BoDMAN. That’s correct.

Mr. HALL. And I would suggest that if each of us—perhaps you,
as Secretary of Energy, might make a statement or, you know, the
President in his position of bully pulpit can make a statement that
it is patriotic, not just wise in terms of climate and the economy
but patriotic to drive in the most fuel-efficient manner possible,
drive the most fuel-efficient vehicle, buy the most fuel-efficient ve-
hicle possible, try to use as little energy as you can. And that actu-
ally would have an immediate impact, would you agree?

Secretary BODMAN. I agree with that.

Mr. HALL. So there are some things that can have an immediate
impact. And even a short-term impact, like, for instance, the Idaho
National Laboratory has done studies in low head hydro sites in,
I believe, all the States. But in particular those States that have
changes in elevation that lend themselves to it. In New York, the
Idaho Laboratory’s Web site shows 4,000 some low head hydro-
electric sites, small dams and waterfalls that are currently not
being used for hydro generation and estimates that greater than
1,200 megawatts of power could be harvested by putting turbines
where water is already falling and wiring that into the grid. Some-
thing that would have a short-term effect.
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I would guess a serious effort, a top-priority effort to harness this
unused hydro power, which, by the way, would hire mechanics and
electrical workers and tradespeople to do the insulation and, of
course, has the advantage of not being a single large point source
but being a lot of small point sources that would be spread out over
the grid would, in fact, hire a lot of people besides generating a lot
of power.

I just wanted to throw that out as something.

Secretary BoDMAN. I agree with all that.

Mr. HALL. So maybe we could work with the administration to
try to make that happen.

I don’t know. I am sure there are liability issues with some of
these dams that are orphan dams and so on. Some may need to be
indemnified and repaired. But if we can indemnify the nuclear in-
dustry, I suggest we should put renewables on the same footing.
Either none of them get indemnified or we look at helping the ones
that need it.

I wanted to ask you about—there is one aspect of the administra-
tion’s budget that I was curious about. The committee has explored
the potential to make massive improvements in efficiency and
greenhouse gas emissions by making buildings more efficient.

Secretary BODMAN. Right.

Mr. HALL. I actually commend my friend from California and his
State’s efforts to reduce electrical consumption. While the rest of
the country has had this curve going upward, California has sort
of wiggled around and kept constant, mostly constant, for the last
20 years because they have had stricter standards than the other
States have had; and I think we should be emulating them rather
than making them conform to a looser standard.

But, at any rate, in the most recent budget deal we have zeroed
out the weatherization assistance program

Secretary BODMAN. Right.

Mr. HALL [continuing]. Which would help those most in need by
simultaneously boosting efficiency and cutting their energy costs
and, by the way, employing a lot of people. Weatherization hires
tradespeople to put in storm doors, storm windows, insulation, et
cetera. So what is the deal, the rationale for eliminating funding
for this program?

Secretary BODMAN. It is simple. I was the one that made the de-
cision. So if there is a bad guy I am the guy.

And the issue there was the—we are largely a technically driven
science and engineering organization. That is what we know how
to do. We are experts at that. We are very good at it. In all these
national labs—two-thirds of all the employees of the Energy De-
partment work in the national laboratory, and they are very good
at this.

The issue therefore gets to be, what kind of return do we get for
our money? We make, as best we now know, the number I was
given is that we have a 20-for-1 return on investments in tech-
nology. I got a 1.5 return for the weatherization program. It was
strictly a financial matter.

Mr. HALL. Well, you are very honest; and thank you for your can-
dor.
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I would just close by saying that, 35 years ago, my next-door
neighbor in the Hudson Valley, a Vietnam veteran and entrepre-
neurial soul named Jan Ashwood, was lighting balloons full of hy-
drogen in his backyard and calling up the press and trying to get
them to come and see it. He was making hydrogen from a barrel
of water, a photovoltaic cell and two electrodes in the water and
then collecting hydrogen—singeing the hair off his arm by lighting
these balloons full of hydrogen. But as a demonstration that a re-
newable, any kind of renewable, combined with water could use hy-
drogen as a storage device for energy.

And it seems to me that siting such a facility to both store hydro-
gen, which we now know how to handle much better than we did
when the Hindenberg went down—that was sort of the Three Mile
Island of the hydrogen era. I think we have the space shuttle pow-
ered by it. We know how to handle it much more safely.

And it seems to me it would be much easier to site a hydrogen
storage and generation facility that produces no waste except water
when you burn the hydrogen than it would be to site a new nuclear
plant. And, in fact, you are looking for the same site. You are look-
ing for a place away from population on a body of water. So I am
just curious how 35 years have gone by since I saw my next-door
neighbor doing that and we haven’t seen more of an effort in that
direction.

My time is up, so I yield back.

The CHAIRMAN. The Secretary may answer the question, please.

Secretary BODMAN. The answer to that question is we have been
through over the last 35 years a real dip in the fact that oil all of
a sudden went from the outlandish price of $30 to $35, which it
was in 1978, down to $10 or $8 or $9 something like that. All work
in this area, in research area, stopped at that point in time. Every-
thing. That is the issue we are dealing with.

The CHAIRMAN. The gentleman’s time has expired.

The Chair recognizes the gentleman from California, Mr.
McNerney.

Mr. McNERNEY. Thank you, Mr. Chairman.

I am going to follow up on an earlier question, although your
question deserves following up, too, Mr. Hall.

Ms. Herseth Sandlin mentioned that the Department had just
issued a report a couple weeks ago that wind energy could provide
20 percent of our Nation’s electrical needs by 2030, and yet the De-
partment of Energy’s proposed budget increases the wind energy
research by only % million. Now, this is a budget that was deci-
mated over the period between 2000 and 2006. So what is the jus-
tification for such a low level of funding for such an important part
of our Nation’s energy supply?

Secretary BODMAN. To my knowledge, a lot of the work that has
been done has already been accomplished in order to create elec-
tricity from wind. That is one answer. And, two, there continues to
be a very substantial commitment in both Massachusetts, where
Mr. Markey is from, and in Texas relating to new wind blade test
facilities. And so there is work going on.

I guess I would answer that research, where it needs to be done,
that is what we are good at. That is what we do, is research, re-
search and development. We don’t fund new
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Mr. McNERNEY. To go from 1 or 2 percent of our Nation’s energy
to 20 percent is a huge jump. I mean, that is as much more or
maybe more than nuclear is producing. So I suggest that additional
research is going to be needed to meet that level of demand or that
level of production.

My second question would be, do you agree that there are tre-
mendous gains to be made with energy efficiency.

Secretary BODMAN. Yes, I do.

Mr. McNERNEY. Then would you agree to work within the ad-
ministration to allow States to lead the Nation in efficiency legisla-
tion even though it may exceed Federal standards, especially refer-
ring to vehicle efficiency?

Secretary BODMAN. I can’t commit to that because I don’t under-
stand all the details of it. I would be happy to study that particular
question.

Mr. McNERNEY. Well, what I am asking is would you advocate
that? Because California, Massachusetts and other States have had
trouble getting the administration to allow that sort of legislation
to go forward. And, honestly, if you don’t agree to that, then, by
association, the administration stands in opposition to the most—
I believe the most effective tool we have to lowering gas prices in
the long run.

Secretary BoDMAN. Okay.

Mr. McNERNEY. All right. Good. I like that kind of agreement.

Now, you had mentioned to Mr. Blumenauer that you don’t re-
member mentioning a 95 percent success in implementing the ad-
ministration’s energy policies.

Secretary BoDMAN. That’s correct.

Mr. McNERNEY. But on the White House Web site it shows that
you have said that, over the past 4 years, we have implemented 95
percent of those recommendations, 100 recommendations that are
made. So that indicates in my mind that the administration’s poli-
cies are flawed. Because they have been implemented to a large de-
gree, and the success in terms of keeping gas prices low, for what-
ever method, by increasing efficiency or by increasing supply,
haven’t been as successful. Do you have a response to that?

Secretary BODMAN. Well, I think the response is that we clearly
have a long-term research program in solar energy, wind, nuclear
power, biofuels, carbon capture, sequestration; and it is going to
take a number of years to dig ourselves out of the hole that we are
in. And so the fact that I am quoted as having said that this is 95
percent done, if I am quoted correctly by the congressman, I am
wrong.

Mr. McNERNEY. Okay. Thank you. I yield back. Thank you for
your testimony, Mr. Bodman.

The CHAIRMAN. The gentleman’s time has expired.

There is going to be a series of roll calls in a few more minutes,
and I think what might be advisable is if we can continue to ques-
tion the Secretary until that time has arrived. So the Chair will
recognize himself for another round of questions.

Mr. Secretary, last Friday, the President was in Saudi Arabia;
and at that time he and Secretary Rice reached an agreement in
a memorandum of understanding which is—and I quote here from
the agreement—intended to cooperate on the issue of appropriately
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sized light water nuclear reactors and fuel services arrangements
for the Kingdom of Saudi Arabia, promoting the establishment of
arrangements that would allow future civilian light water nuclear
reactors deployed in the kingdom of Saudi Arabia with access to re-
liable nuclear fuel supplies and services.

Now, I don’t understand, Mr. Secretary. Three years ago, Vice
President Cheney said that—and I quote—here is what he said,
talking about Iran’s deeply questionable nuclear program. He said,
Iran is already sitting on an awful lot of oil and gas. No one can
figure why they need nuclear as well to generate energy.

So if that is true for Iran, why are we in the United States intro-
ducing yet more nuclear technology into the Middle East when we
know that has been a source for much of the friction that exists in
that region? Because, ultimately, any country can pull out of the
nuclear proliferation regime, hold on to the uranium, hold on to the
plutonium and have a nuclear weapons program with the very
same light water reactor materials. Why, Mr. Secretary, is the
President

Secretary BOoDMAN. I don’t know. I wasn’t there, so I can’t re-
spond to that, other than saying I presume that the President has
Z gol())d deal of confidence in the King and in the leadership of Saudi

rabia.

It is also true that it is going on in the United Arab Emirates
where they have expressed a lot of interest in nuclear power, in
solar energy.

The CHAIRMAN. Well, that is the point, Mr. Secretary. Saudi Ara-
bia is three times the size of Texas.

Secretary BODMAN. Yes.

The CHAIRMAN. It is one big desert. It is sunny almost every day
of the year.

Secretary BODMAN. Right.

The CHAIRMAN. Why aren’t we having a Saudi solar cooperation
agreement with the United States? Why would we introduce more
dangerous nuclear materials into that region when solar energy
should be the basis of our partnership with a country that says it
wants to diversify from oil and gas? Although Mr. Cheney would
say if Iran has plenty of oil for 75 million people, Saudi Arabia has
twice as much for a third of the population. Why would we intro-
duce more nuclear power? Does that make any sense, given the vol-
atility of that region and the ability to have solar become the fu-
ture for Saudi Arabia if they want to end their oil and gas era?

Secretary BODMAN. I can’t answer that, Mr. Chairman. I don’t
know. I wasn’t there.

The CHAIRMAN. You know, I know this sounds—I'm incredulous.
I can’t believe that the President’s Secretary of Energy doesn’t have
a view or have knowledge about the nuclear agreement that the
United States is implementing with the Saudi Arabians. Given the
fact that it is your agency that is touting new research in solar,
new research in renewable energy resources, that you seem to be
out of the loop in terms of then what is the energy policy for what
our agreement should be around the world.

Secretary BoDMAN. That is true.

The CHAIRMAN. It is true?

Secretary BODMAN. Yes.
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The CHAIRMAN. I just find that hard to believe. It seems as
though the Secretary of State can use nuclear power plants as a
short-term diplomatic tool for her use, knowing that solar energy
is a better alternative for Saudi Arabia for sure, and that our long
history with transfer of nuclear materials into these Middle East-
ern countries almost inevitably results in the compromise of that
program and the use of those materials for a nuclear weapons pro-
gram.

Secretary BODMAN. I am sure that Secretary Rice was not con-
templating the fact that this program would be compromised. I
mean, you are assuming that it is going to be compromised.

The CHAIRMAN. I am saying to you that if you look at

Secretary BODMAN. I am assuming that it is not.

The CHAIRMAN. If you look at Saudi Arabia, you have to say that
solar should be the first resort of that country; and, instead, we are
sending them more nuclear power plants, the same way that the
world sent Iraq and Iran and North Korea nuclear power plants
that ultimately turned from energy sources into weapons programs.

We know the tension that exists between the Saudis and the Ira-
nians. We know that they are trepidatious about the nuclear weap-
ons program in Iran. I don’t understand why we would be fueling
this tension in the Middle East by providing the beginnings of a
program where we will send nuclear materials to Saudi Arabia
under the guise of an energy exchange when my real fear here is
that the Bush Administration knows that this program is likely to
be compromised in the future by the Saudis.

Secretary BoDMAN. I don’t believe that, sir.

The CHAIRMAN. Well, they should know it.

Secretary BODMAN. We have a difference of view.

The CHAIRMAN. Well, how about this? Can we have an agreement
that this should be a Saudi solar agreement with the United States
and that we should be sharing our solar technology with the Saudi
Arabians?

Secretary BODMAN. If Saudi Arabia would like to have a solar
agreement, they certainly can ask us and we would be happy to re-
spond.

The CHAIRMAN. But aren’t you suspicious that the Saudis don’t
want a solar agreement? Saudi Arabia is the Saudi Arabia of solar.
There it is. It sits there as a desert with sun 12 months a year,
blistering hot. Why wouldn’t this administration be suspicious that
they are asking for nuclear rather than solar power exchange in
order to meet their long-term energy needs?

Secretary BODMAN. There are a lot of good reasons to use nuclear
power. It is less expensive than solar energy right now. We don’t
have solar energy that is cost competitive.

The CHAIRMAN. Do you personally believe that Saudi Arabia
needs nuclear power plants?

Secretary BODMAN. I believe that it is wise for them to diversify
their sources of energy away from oil and gas, yes.

The CHAIRMAN. You know, here is the problem, Mr. Secretary;
and I don’t think the Bush Administration is ever going to under-
stand this. That every nuclear power plant is a generator of elec-
tricity, yes, it is, but with a by-product of nuclear materials that




42

can be used for a nuclear bomb program. And that is what is going
on in Saudi Arabia.

Secretary BODMAN. That is your opinion, sir.

The CHAIRMAN. I know it is my opinion. But all Middle Eastern
history points in that direction. And the Bush administration
should be touting the dramatic breakthroughs that have been made
in solar energy over the last couple of years and encouraging the
Saudis to move in that direction, given their geographic location,
the desert nature of their population and the leadership role that
we can play in partnership with them in pointing the world in that
direction and away from this nuclear fuel cycle which is ultimately
going to come back and haunt the world once again.

Let me turn and recognize the gentleman from Oregon, Mr.
Blumenauer.

Mr. BLUMENAUER. Thank you.

The Vice President famously said in 2001 that conservation may
be a sign of personal virtue, but it is not a basis, a sufficient basis
for a sound comprehensive energy policy. Is that still the adminis-
tration’s view, that conservation is a personal virtue and is not a
cornerstone?

Secretary BODMAN. It is certainly not my view.

Mr. BLUMENAUER. I was curious, as you moved forward early in
your tenure to implement the recommendations of Mr. Cheney’s
national energy policy— and, again, our understanding is that the
assertion was that much of those recommendations were, in fact,
implemented, which, as my colleague mentioned a moment ago,
you were quoted as saying on the White House Web site. Yet, ac-
cording to the GAO, the Department of Energy has missed 34 of
the 34 congressionally mandated deadlines for setting new effi-
ciency standards for appliances and electrical equipment. Why was
meeting those efficiency standards such a low priority of the De-
partment of Energy that they missed 34 out of 34?

Secretary BODMAN. I can’t answer that. I can tell you that one
of the things that I have focused on during my 3-plus years of work
in that Department had been management and has been the issue
of trying to run things better. And we have—I think have turned
that around and have that entire program now in better shape. It
is still going to be a number of years before we get caught up, but
we now have it on a program that I think makes sense.

To write an appliance standard is a much more difficult task
than it appears to be on the surface, and it takes time. You have
got to then get agreement of both the manufacturing community
and the regulatory community and others that are involved.

Mr. BLUMENAUER. Well, that is your choice, to get the agreement
of the manufacturing community. I mean, the administration
stepped in and stopped some of the stronger standards that were
already under way by the Clinton administration.

Secretary BODMAN. Not to my knowledge. I don’t know about
that. I can’t speak to it.

Mr. BLUMENAUER. Air-conditioning standards, you don’t know
that your Department stopped the implementation of more rigorous
air conditioning standards?

Secretary BODMAN. Do I know that? No, I don’t.
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Mr. BLUMENAUER. Okay. I mean, I would think that that would
be part of—if you are getting a handle on the management and you
were concerned that we missed 34 out of 34 standards, that there
might—and it is so hard to get agreement, that these would be
things that would be pretty high priority for you to know.

Secretary BODMAN. I don’t happen to know about air conditioning
standards. I don’t happen to know about that.

Mr. BLUMENAUER. Well, what are your priorities for efficiency? I
mean, air conditioning I think is number one or number two in
every area of the country.

Secretary BODMAN. Furnaces. They are very important in the
South. They are less important in the North. Furnaces are very im-
portant. There are all kinds. Dishwashers, refrigerators. I mean, it
is a long list of things.

Mr. BLUMENAUER. Air conditioning is number one or number two
in every major region of the country, is it not?

Secretary BODMAN. Not to my knowledge. I don’t happen to know
that offhand.

Mr. BLUMENAUER. Okay. Thank you.

Thank you, Mr. Chairman. Thank you, Mr. Secretary.

The CHAIRMAN. The gentleman’s time has expired.

Tlhe Chair recognizes the gentleman from Washington State, Mr.
Inslee.

Mr. INSLEE. Thank you.

Mr. Secretary, I want to ask you again about this cap-and-trade
system. Many if not most of the investment community, the cap or-
ganization, which are several Fortune 500 companies that have
been urging your administration to embrace a cap-and-trade sys-
tem, they believe it is necessary both from an environmental and
an economic standpoint. And the people I am listening to are the
people in these cutting-edge companies who are developing ad-
vanced solar photovoltaics, enhanced geothermal, wave power,
solar thermal plants, a whole host of new technology, the elec-
trification of the automobile.

What they tell me is that we are missing an economic oppor-
tunity by not adopting a cap-and-trade system. And what they tell
me is that we are in a race—we are in a race against Germany,
Denmark, Spain to see who is going to be developing these tech-
nologies to sell to China and India.

India, when I was there, they have 400 million people that don’t
have access to a light bulb. They are going to want electricity. The
question is, who is going to provide them the clean energy tech-
nologies to do that? Is it going to be us or is it going to be Spain
or Germany? And, right now, we are losing out to those countries
because they have policies that drive investment into these clean
energy technologies.

That is what the clear energy CEOs and the investment commu-
nity is telling me. Why do they get this and this administration not
get this as seeing this as an economic opportunity for us and why
we should lead the world? Why do they understand that and your
administration does not understand that?

Secretary BODMAN. I don’t know how to answer it any differently
than I have already answered it, Mr. Inslee. I think the question
gets to be how do we bring all of the countries of the world to-
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gether. And the President has I think wisely developed a program
for getting the largest—I think it is the largest 17 or 18 economies,
the major economies of the world, to get them together to make an
agreement on what the approach, what the world’s goal ought to
be and what each country’s goal ought to be. And he will be pre-
pared to commit to that at that point in time.

And there is a G—8 meeting that is supposed to occur I think in
early July. And if there is successful—if we are successful in get-
ting a response from the other countries, this country will respond
accordingly.

Mr. INSLEE. Well, clearly, we all have a stake in this; and every-
b}(;dy needs to act at some point. But there is two major flaws with
that.

Number one, if we had adopted the Bush administration model
of democracy, we would still be trying to reach a global goal of ev-
erybody becoming a democracy before—we just went ahead and did
it in 1776 because we decided to lead the world. And I think that
is the policy of America, that we ought to be leading the world.

But, secondly, and just as more importantly, this strategy, if you
call it that, of the administration is we don’t do anything until
Bangladesh signs onto an agreement. This is a huge, huge eco-
nomic failure, because we are not going to develop the clean energy
technologies to sell to the world if we wait for the entire world to
get on board.

I look at this as losing an economic opportunity while we wait
for the rest of the world, and I just don’t know why the administra-
tion cannot understand that, of what it is to lose economic oppor-
tunity. Why don’t you agree?

Secretary BODMAN. I don’t know how to be any clearer than it
was. These are the major economies of the world. I think there are
17 or 18 of them. They include places like China, India, Brazil,
Mexico; and we are making some progress, good progress forward.

Mr. INSLEE. So you are willing to give away a market to sell
China clean energy technology? You are willing to give that away
to Spain and Germany, who are now taking advantage of our fail-
ure to act on this?

Secretary BODMAN. Not in my view.

Mr. INSLEE. Well, that is what is happening. Germany—we used
to be the leader in solar photovoltaic. Now Germany is. The reason
is they have adopted a cap-and-trade system, they have adopted a
feed-in tariff, something I will be introducing shortly, and we have
dropped back to number five or six. And now they are leading in
selling product to China because this administration has failed to
act and are giving away those markets.

Thank you.

The CHAIRMAN. The gentleman’s time has expired.

The Chair recognizes the gentleman from New York State, Mr.
Hall.

Mr. HALL. Thank you, Mr. Chairman; and, Mr. Secretary, thank
you for this conversation.

Our office in Putnam County, New York, in the 19th District re-
ceived a call lately from a woman who was all excited about buying
a flex-fuel vehicle; and she asked my staff, where can I get some
flex-fuel? And we had to tell her there were only a couple of pumps
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in New York State, even though there are more than 200,000 vehi-
cles, I believe, sold by Ford and GM.

We have sort of induced people to build vehicles that can burn
E85, allowed them to advertise it on TV as a green thing to do. You
can help the environment by buying an E85 car. And allowed the
oil companies to continue to not provide that kind of blend.

In fact, when the oil executives, the top CEOs of the top five
companies, came before this committee, I asked them in my brief
questions, now that you have made the biggest profit in the history
of the world, of any corporation of the world, would you commit to
putting at least one biofuels pump at every station that you own,
not franchise stations, but stations that you actually own? And
every one of them said, no. And I said, why? And they said, we
don’t know if the demand will be there. And I said, haven’t you
heard of flex-fuel vehicles? Haven’t you heard of advertising?

I think they may need some help from your Department.

And I know that you are all Ph.D.s and researchers and that
things like this or efficiency weatherization may be far below the
level of interest of a lot of people who work at the Department of
Energy, but we have a situation where last week—I checked on the
Internet—ethanol was selling for $1.97. It has gone up a little bit
this week, but it is still somewhere between a half and a third the
price of gasoline.

So if we have got these vehicles on the road, we have
incentivized production capacity, some of which, by the way, is in
danger of going bankrupt and new ethanol or cellulosic ethanol
projects are in danger of not being built because they are seen as
weakening in the market, what can we do or what can your De-
partment do to make sure that the infrastructure exists to bring
that fuel to market? Because that would have an immediate impact
on the price of oil.

Secretary BoDMAN. We can work and are working with the oil
companies as well as the auto companies to get more flex-fuel vehi-
cles made and to get the oil companies to include an E85 pump
and/or other pumps available.

Mr. HALL. Thank you, sir. I hope that works as fast as possible.

And I am proud to say that West Point in my district, after some
discussion with the commander of the post and his staff, have de-
cided to put in a 5,000 gallon E85 tank underground and to sell
that fuel to flex-fuel vehicles in their motor pool and at the com-
missary where the faculty in the West Point community buy fuel.

And the more we can do to especially have these large facilities
that move large quantities like school bus fleets that might be able
to burn a blend of biodiesel or UPS or big shipping companies and
so on to pull the string through the tube so that there is more de-
mand to help create more production on the other end—and I
would encourage you to do everything you can to try to make that
happen.

Secretary BODMAN. Thank you very much.

Mr. HALL. I thank you, and I yield back.

The CHAIRMAN. The gentleman’s time has expired, and all time
has expired.

Mr. Secretary, we thank you so much for coming here today. We
know that you have an unenviable task. You are the President’s
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principal energy advisor, and you have the responsibility of defend-
ing indefensible positions which are created by President Bush and
Vice President Cheney. And we recognize the difficulty of the posi-
tion which you are placed in here because those positions are inde-
fensible.

Again, in conclusion, on the issue of deploying the Strategic Pe-
troleum Reserve beginning this Memorial Day weekend, you are ar-
guing that there is no natural disaster. President Bush argues that
there is no international crisis in the Middle East; and, therefore,
the conditions do not exist that would require the deployment of
the Strategic Petroleum Reserve. I could not disagree more. I think
we are in an economic crisis right now. It is largely fueled by high
oil prices that are affecting consumers, affecting business all across
our country.

You are right. It is not a natural-disaster-created oil spike. It is
a Bush-administration-driven price spike in oil and gas.

Secretary BopMAN. I disagree with you.

The CHAIRMAN. I know you disagree. But all evidence points to
the fact that oil has gone from $30 a barrel to $135 a barrel during
the 7% years that President Bush and Vice President Cheney have
been implementing their secret energy plan; and that secret energy
plan is one that has not included the robust investment in renew-
able energy resources, wind and solar. The administration is still
opposing the extension of the wind and solar energy tax breaks.

And even as we hit the Memorial Day weekend the Bush admin-
istration is still refusing to sell oil from our Strategic Petroleum
Reserve as a way of sending a signal to the marketplace that we
are not going to stand on the sidelines; we are going to actively in-
tervene to protect consumers and businesses.

And I understand your position. You are in a difficult one as the
Secretary of Energy when the President and Vice President are
committed to ending their administration as they began it, without
a real energy policy. And it is bad news for our economy.

But I think drivers should expect, as they head to gas stations
across the country today and tomorrow to get ready for the Memo-
rial Day weekend, to pay the highest prices that any American has
ever paid for oil at the pump; and I think it is the responsibility
of the Bush administration to deploy the Strategic Petroleum Re-
serve in order to protect them.

Again, Mr. Secretary, I thank you for being here.

With that, this hearing is adjourned.

[Whereupon, at 12:00 p.m., the committee was adjourned.]
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Answers to May 6", 2008 Letter
Does the Administration have authority to suspend the fill of the Strategic
Petroleum Reserve (SPR) based on the market price of oil?
Yes. The Administration conducts its oil acquisition activities in accordance with
the authorities delineated in the Energy Policy and Conservation Act (42 USC
6201 et al), and in compliance with the Procedures for the Acquisition of
Petroleum for the Strategic Petroleum Reserve in 10 CFR 626 (71FR65376,
11/18/06), which requires decisions concerning acquisition to take into

consideration both market and non market forces.

Under the Procedures for the Acquisition of Petroleum for the Strategic
Petroleum Reserve, Section 626.6 specifically provides that for direct purchase
activities “DOE may refuse offers, decrease the rate of purchase, or suspend the
acquisition process if DOE determines acquisition will add significant upward
pressure to prices either regionally or on a world-wide basis.” Likewise, Section
626.7 for royalty-in-kind exchange provides that “DOE may, after consultation
with DOI, suspend the transfer of royalty oil to DOE if it appears the added
demand for oil will add significant upward pressure to prices either regionally or

on a world-wide basis.”
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Does the Administration have authority to swap light, sweet crude oil out of
the SPR for heavier, sour oil?

Yes. Section 160 of the Energy Policy and Conservation Act (42 USC 4201, et
seq.) authorizes the Secretary to acquire petroleum products for the SPR by
purchase, exchange or otherwise. Further, the SPR has conducted exchanges in
the past to alter the crude type stored in individual caverns in order to improve the

operational efficiency of Reserve.
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Does the Administration have authority to fill the SPR by acquiring a steady
dollar value (“dollar-cost-averaging”) rather than acquiring a steady volume
of oil?

Yes. The Procedures for the Acquisition of Petroleum for the Strategic
Petroleum Reserve in 10 CFR 626 (71FR65376, 11/18/06), which establish the
rules and procedures for the Department of Energy to acquire SPR crude oil by
direct purchase or royalty-in-kind transfer, would allow the Department to acquire
by a steady dollar value (*dollar-cost-averaging”) as well as by any other scheme
which takes into consideration both market and non market forces, and gives
DOE the flexibility to ensure that the government is getting the best value for
taxpayers. Acquisition by dollar cost averaging, however, would make our
national security asset, SPR, subject to annual appropriations and would not be

easily compatible with a royalty in kind volumetric program.
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Should the size of the Northeast Home Heating Oil Reserve be expanded?

The Administration believes the Northeast Home Heating Oil Reserve’s
(NEHHOR) two million barrel hearing oil reserve is the appropriate size to
provide 10 days of energy supply in the event of an emergency. It requires 10
days for ships to carry heating oil from the Gulf of Mexico to New York Harbor

in the event of a supply disruption or shortage in the northeast region.

While it seems intuitive that a larger reserve would provide more protection, that
is not necessarily true. Both the heating oil reserve and the SPR have been
designed to augment commercial supplies during an emergency --- not to displace

the private market.

When weather disrupts heating oil supplies and simultaneously increases demand,

it is critically important that importers will respond to the situation and bring

" more oil into the country. Usually that extra heating oil is purchased in Europe at

very high prices, but it does arrive where it is needed.

The bigger we make the heating oil reserve, the greater the risk to importers that
their expensive purchases will lose value before they can be transported and sold
in the U.S. If the importers do not respond because of the risk created by the
heating oil reserve, we will find ourselves releasing the heating oil inventory

every year and effectively displacing the market.
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Should the United States establish a strategic reserve for any other type of
refined petroleum product?

There is no clear need for additional refined petroleum product reserves outside

the Northeast Home Heating Oil Reserve.

The Strategic Petroleum Reserve (SPR) is authorized by law at present to store
both refined products and crude oil. However, in preparing the 1977 SPR Plan for
development of the Reserve, an analysis of the U.S. refining industry indicated
that the industry was robust and had the refining capacity to satisfy the major
portion of the nation's demand for petroleum products provided it had access to
adequate volumes of crude oil. This continues to be true today—more than 30

years later.

The U.S. petroleum import dependency is overwhelmingly crude oil, not refined
products. In addition, crude oil is cheaper to acquire, store and transport than
refined products. Crude oil quality does not degrade over time as do refined
products. Crude oil also provides flexibility in responding to fluctuations in
refined product market needs. Refined products are expensive to maintain in
storage and are subject to changes in specifications seasonally and as mandated by

environmental legislation.
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Over the past 10 years, how much has U.S. refining capacity increased or
decreased in barrels of oil per day? Please provide an annual summary for
each of the last ten years of the average U.S. refining capacity in barrels per
day.

U.S. crude oil distillation capacity has increased almost 2 million barrels per day

since 1997 as summarized in the table below.

U.S. REFINERY CAPACITY
Average Operable
Crude Oil
Distillation
Capacity
(Thousand Barrels
Year Per Day)
1997 15,594
1998 15,802
1999 16,282
2000 16,525
2001 16,582
2002 16,744
2003 16,748
2004 16,974
2005 17,196
2006 17,385
2007 17,447
May-08 17,588
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Section 804 of the Energy Independence and Security Act of 2007 (EISA)
requires the Administrator of the Energy Information Administration (EIA)
to review and analyze information of refinery outages to determine whether
any such outage “may nationally or regionally affect the price or supply of
any refined petroleum product” and submit a report to the Secretary “not
less frequently than twice each year.” Has the EIA performed such an
analysis and submitted a report?

Yes. As indicated in the report prepared responsive to Section 804 of the Energy
Independence and Security Act of 2007, the Energy Information Administration
(EIA) reviewed and analyzed information that was available from commercial
reporting services on scheduled refinery outages for 2008, and assessed the
expected effects of those outages on the prices and supplies of gasoline. Much of
the report focuses on a review of 2007 in order to establish a basis for determining
how planned refinery outages and other factors might impact gasoline markets in
2008. EIA’s future reports on planned refinery outages under Section 804 will

evolve as additional information becomes available and EIA develops new

methodologies for analysis.

The planned refinery outages for January through May 2008 are lower than for
that period in 2007. Given lower planned outages scheduled for this spring and
assuming the return of unplanned outages to more typical levels, including the
return of BP’s Texas City refinery to full operation, gasoline production could
increase between 100 and 200 thousand barrels per day over last year’s level,
depending on the incentives from market demand for the various refined products.
In addition, ethanol use, which adds to gasoline supply, is expected to continue to

increase as a result of the Energy Independence and Security Act of 2007.



54
The report can be found at:
http://www.eia.doe.gov/pub/oil_gas/petroleum/feature_articles/2008/spgmogas20

08/spgmogas2008.html.

EIA’s next report to the Secretary is planned for late August or September,

looking ahead to the fall outage season.
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Is the Department aware of any coordinated refinery outages in the United
States at any point over the past 15 years?

The Department of Energy has no evidence of any coordinated refinery outages in
the United States over the past 15 years. Refiners conduct planned turnarounds
(maintenance) at refineries, which depending on the size and complexity of the
refinery, requires advance scheduling for highly skilled labor personnel, which are
often limited. See report from EIA addressing this issue at:

http/www ela.doe.cov/oiaf/servicerpt/refinerv_outages/SROOG200701 pdf
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Section 432 of the EISA statute requires federal agencies to designate energy
managers to reduce energy use at each large building or facility six months
after EISA’s enactment. What progress has the DOE made in implementing
this provision and meeting Section 432’s requirement that energy and water
evaluations be carried out within eighteen months after the date of
enactment?

DOE has been working closely with the Federal agencies, many of which have
already designated managers to meet the requirements. To help agencies meet the
18 month deadline, DOE is preparing the guidance called for by the Energy
Independence and Security Act. In order to enhance collaboration, we formed a
working group to develop the required guidance materials. The Interagency
Working Group has met and drafted a guidance document which is expected to be

finalized and submitted for DOE concurrence by May 23, 2008. We will publish

the Guidance document as soon as possible after it is received.

The guidance will cover the following topics:

« Designation of facility energy managers responsible for reducing energy use
at Federal agencies.

s Comprehensive energy and water evaluations of Federal agencies.

» Implementation of identified efficiency measures by facility energy managers
and annual follow up.

e Web-based tracking system of evaluations, projects, and follow-up.

« Benchmarking.

o Summaries of agency implementation status in Office of Management and

Budget (OMB) Scorecards.
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Section 421 of EISA requires that the Department of Energy appoint a

Director for the Office of Commercial High-Performance Green buildings.
What progress has the Department made in carrying out this Section?

The Senior Executive Service program manager for the Building Technologies
Program in the Office of Energy Efficiency and Renewable Energy will carry out

the duties of the Director of High Performance Green Commercial Buildings.
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Section 421 ()(1) of EISA statute requires that the Director of Commercial
High-Performance Green Buildings formally recognize one or more groups
as a high-performance green building partnership consortium within 90 days
of enactment. What progress has DOE made in carrying out this section as
required by law?

The Department will develop and publish a Federal Register Notice to solicit

applications for formal recognition of all qualifying consortia that wish to be so

recognized. A draft notice is currently being reviewed.

12
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Answers to May 15", 2008 Letter

According to the timeline outlined in an April 4, 2008 Department of Energy
press release and staff conversations, bids for contracts seeking to exchange
13 million barrels of oil for the Strategic Petroleum Reserve during the final
six months of 2008 were due on May 13, 2008 and could be finalized as soon
as May 14, 2008. Please provide the Committee with a list of the companies to
whom any new contracts were awarded and the size of those contracts.

The Department did not sign any new contracts last week to continue the royalty-

in-kind exchange program with the Department of the Interior.
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Please describe any “termination for convenience” clauses that are included
in any SPR contracts, including details on any penalties that may be incurred
by the federal government. What would be the total size of the penalty to the
federal government in the event those contracts were canceled for
convenience?

All DOE royalty-in-kind contracts have provisions for termination for the
convenience of the Government. The contract clause makes the Government

liable for actual costs incurred by the contractor before the effective date of

termination.

Termination for Convenience cost has potential for being substantial. Depending
on current and future market conditions and length of positions taken by
contractors, the liability could range from $25 to $200 million. DOE contractors
may incur costs with respect to prior market hedging of their royalty barrel resale
and exchange liability at time of award which would have to be terminated, as
well as any physical barrels purchased for future delivery. Contractors must bear
the cost of financial guarantee instruments. Contractors may incur costs for
canceling long term charter contracts or tank leases, and for defaulting on current

contracted power usage.
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Did the Department of Energy consider delaying entering into these new SPR
contracts in light of Congressional action requiring the Department to
temporarily suspend filling the SPR?

Yes. In light of Congressional passage of a bill seeking to stop additions of oil to

the SPR, the Department felt that it was better not to award contracts that would

require delivery of exchange oil to the SPR beginning in August.
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Has the DOE analyzed the refineries in the Gulf Coast area to determine the
percentage of that capacity that is fully compatible with the types of oil
currently stored in the SPR? Would swapping some percentage of the lighter
oils currently in the reserve for heavier grades of oil better match up with the
needs of these refineries?

DOE has analyzed the refineries in the Guif Coast area to determine the
compatibility of those refineries with the types of oil currently stored in the SPR.
In general, the crudes currently stored in the SPR are compatible and desirable for

the majority of the U.S. refineries and are well suited to mitigate most supply

disruptions.

Swapping lighter crudes for heavier oils would be very costly because it potentially
would require emptying one or more existing caverns. DOE has stated that in the
planned expansion of the SPR to 1.0 billion barrels, it will be giving consideration

to the storage of a quantity of lower gravity crude to address refiner needs.
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Has the DOE analyzed or taken a position on “dollar-cost-averaging,” i.e.,
filling the SPR based on a specific dollar value of a barrel of oil rather than a
specific volume of 0il?

Yes, DOE has analyzed various methods for acquiring crude oil for SPR fill,

including “dollar-cost-averaging.” The net cost impact resulting from dollar-cost-

averaging will depend on market conditions at the time in which it is applied.

The Department believes that the current practice of acquiring constant volumes
is the most transparent way to acquire oil and provides the best chance of
avoiding undue interference with market prices. The market knows well ahead of
time the volume of oil that will be removed and market participants have time to
react. DOE’s practice has been consistent with GAO recommendations on this

subject.
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