
Kolevar, Kevin iii i i i i i i

From: JamesLuc_r [James;Lucier@att.net]
Sent: Sunday,April22, 20013:19 PM
To: CesarConda;JimSims;Robert_.McNaUy@odp.eop.gov%intemet;

James_E.Carter@ovp.eop.gov%intemet;Dylan_Glenn@opd.eop.gov%intemet
Subject: WallStreet'sViewsOn theEnergyCrisis- AndHowYouShouldPitchYourPlanTo Investors

Memo to Cesar Conda and Jim Sims

From Jim Lucier

_all Street's views on the energy crisis

From my daily conversations with institutional investors around the

country,

I believ_ the investment community is ready-in principle-to

enthusimsti_ally

embrace a sound national energy strategy. There is only one important

provlso, which is that investors and the investing public have to see a

clear connection between the "top-line" policy proposals and the

"bottom-line" issues of economic growth and value creatzon.

Having worked wi_h Wall Street investors for two years now, I have Come
to

realize that investors see the fundamental problem of an energy crisis
in

ways _hat are fundamentally different from those of an energy industry
CEO

or those of a -_ric_ly Washington-based policy analyst, such as I used

De_

Wall Street filters everything through market cap and growth potential.

They want to know where the value is, and where new value is being

created

The __ rs par= of the business of allocating capital to the most efficient

uses. wall Street ir.vestors are not interested in the fate of a

uar-lcuiar

Indus:ry per se - even an industry that seems big to Washington, such as

"'c&ai,'" "oil," or "nuclear."

Rather, wna= they will find most attractive about the national energy

-:ra=ezy is '_; m_vzng the whole domestlc economy to a higher state of

efflci_nc:." and 2) creating a new generation of energy companies that

meet r-no nation's needs in hitherto unrealized ways.

An Ef_.ic,.ent economy is good for stock valuations across the kx_ard.

5.-.cing

reszrlztton_ that inhibit today's energy companies from combining,

zpera_ang, and aeploying new concepts in ways that meet market demand

-__uld

unleash an enormoas new round of value creation.

The W_ll Street mindset implies a set of do's and don't5 in presenting
[ ne

l;ational Energy Strategy to institutional investors. I will start with

_he

don'_s. Defore qet=_ng to the more obvious do, which is the absolute

c._ _×plaining how a coherent set of policies, maintalned over an

extend__d

I
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period of time, will in fact open the door to significant - if not

enormous - new znvestment opportunities.

I. First, don't forget that Wall Street cares about large publicly
traded

companies. This may seem obvious, but Washingtonians may not realize
its

full import. Wall street defines large in terms of market cap. Coal

companies may be large employers, large in significance to regional

economies, and large in their importance as fuel suppliers to electric

utilities, but they are not large in terms of market cap. Likewise,

independent oil producers may be important as a group, but most IPAA

companies have near-zero presence on Wall Street. The integrated oil

companies do have a large presence on Wall Street, but it is much
diminished

from Lheir days of _lory, plus the sense from investors is that they areso

large, and so exposed to global markets, that domestic U.S. policies
won't

have a major impact on them. The U.S. refining industry is enjoying an

Indian summer of sorts, with a brief period of high margins andfavorable

prices in what is normally a low-margin business with little potential,due

%o regulatory constraints, to attract and reward new investments in the
longer term.

_. Second, investors dislike anything that looks like direct
intervention in

the marketplace with a potential to distort market outcomes. Tax
incentives

and subsidies for uneconomic activitles are especially unpopular. Thereis

a sense thaz with natural gas prices, in particular, at the current
levels,

companles should have all the incentives to produce they need. Investors

worry tha: %o0 much reliance on tax preferences will lead to a classicboom

anc Dust cycle in the subsidized industries, in which overbuilding
u!tlmate]y leads to a collapse in valuation.

_ T_kin_ Fcints one and two together, you have a very serious problemin

_ercep[lons of what the National Energy Strategy is all about. In the

_ress, _nves:ors rea_ only about oil and the Arctic National Wildlife

_efuge. When lnvestors look at the legislation in Congress, they seetD 3,

_nez: .__..,'o_te,- mostly a hodge-podge of soecial interest legislation from

cz!-pazct, szat_s operating in cooperation with the coal states. In
3_her

words, snveszors see what appears to them as a confusing mass of junk:nat

isn't direct!y relevant to the energy problem as they define it, whichis

:rea:cn_ ! • a fully Integrated, deregulated, dzversified national marketzcr

_nergy: 2: the infrastructure necessary to supoort such a market; and

growth oppertunaties for firms that pro=uze and distribut_ energy, whichis

Impiled im the possibility these flrms can offer new services and site_ew -

:ac1!itzes.

4. Inves:ors would welcome opening ANWR to drilling in an
environmentally

2
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responsible way. However, they ire much more concerned with drillingfor

natural gas in the continental U.S. There is a sense of confusion abouthow

much land is off-limits for drilling and why, which you could profitably
address. However, there is a definite sense that reserves are not
growing,

and that new wells being drilled are not as productive as the olderwells

were in the prime, largely because the new wells are not in the most

promising areas. Making some kind of coherent statement about federallands

:rrespective of ANWR would serve you well.

5. Another theme that resonates with investors is the need to reverse
thirty

years" chronic under-investment in facilities and infrastructure of all I
kinds. Investors want to know what you are going to do about the
pipelines

and electric transmission lines needed to support the national
marketplace

they look forward to. No one I have ever talked to has the slightest

a}_pathy for the fecklessness of the state of California; they can't

believe Davis won't do the obviously right thing (as far as they are
concerned} and let retail electricity prices float. You have an
opportunity

to make a powerful case that some kind of long term, market oriented_lan is

needed to allow private investment flows to build the new facilities.

6. Now you can see we are getting to some of the do's. A key variableIn

the equation for stock valuations is the potential for future growth.The

_:ay the equation works, even a little mncreased growth can mean sharply
n:gher prlze-multlples. But the energy industry has had to deal with

zh,:'sz_a! constraints on growth (no new drilling, siting allowed, etc.)_n_

f_anclai constralnts on growth due to regulatory costs. Though:ompanles --

nave consistently increased their efficiency over time, and grown_=rnings

respite izmited upside in revnues} by cutting costs and increasing

Fr°oucti_'zty, these incremental cash flows have been eaten up by higher

regulatory costs. As a result, the "g" factor in the P/E equation hast_e_

n_-r= zerc_ The investment community will therefore take note if you can

z a_.e :red1_ie case that I) you will permit the inoustry to build out and

exDano capacity subject to undistorted market forces over an extendedF_rl_o

:f :Ime a_d 2} you will do something about regulatory cost creep, so:ha:

_Dmpa[:i_s which Can meet or exceed environmental standards while cutting
:est_ and _mprou_ng productivity can actually return that increased"'zelta"

t: their shareholders. Our analysts believe that such a policy shift_:zuld

-ilDw a r:se !n energy industry P/E's across the board.

Z:; summary, claLming that P/£'s should go up or attempting to jawbonethelr

_ncrease is something the White House should absolutely not do on itsown.

5ut zf you provide reasonable, credible, and relzable basis that your

poi_ces wi!l allow capacity growth, earnlnos_ growth, and efficient new

zomDinatloms. Wall Street analysts can connect t_e dots and perform the
requisile calculations on their own.

3
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So cut through the clutter. Don't make us think the entire energy
policy is
aDou[ _NWR, stripper wells in Texasr and employment in Appalachia.
These

are all important concerns, but things which investors consider to be
second

tzer elements of a package that should properly focus on capacity and
distribution, natural gas and electricity, and ending unjustified
constraints on growth.

PS-qt wouldn't hur_ to tell us more about what a "hemispheric" energy
policy

means, because if an integrated national marketplace is a good thing, an
integrated hemisphere would seem td be even better.

PPS-We would like to hear about the "comprehensiveness" of your energy
policy in terms that recall the way businesses have undergone
comprehensive

restructurings and reorganizations in the context of a six-sigma or
total

quality management plan.

4
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Kelliher, Joseph ............

From: Dana Contratto [dcontratto@msn.com]
Sent: Thursday, March 01, 2001 8:54 AM
3"o: Ke|liher, Joseph
Subject: RE" "TVA

Importance: High

Joe,

_hanks much. I will follow up with John Fen2el. Second, ] am
surprlsingiy
here all of next week. Please let me know what time (anytime far my
purposes) would be convenient for me to come visit with you on the
subjec_
_f T%'A reform.

Dana

..... Original Message .....

From: Kelliher, Joseph [mai!tc:Joseph. Kelliher@hq.doe.gov]
Sent: Thursday, March 0i, 2001 B:I7 AM
To: 'Dana Contratto'

Subject: RE: TVA

I am handlin_ electricity and energy policy a_ DOE. Andrew Lundquist
and

Karen Knutson are handling energy policy for _he Task Force. We could
sit

aown next we=k. With respect :Q ;_ndrew and Karen, i suggest you call
John

_enzel, emphasize that the Valley delegation strongly supports the TVA
title, mention _hat we are meeting, ask for a meeting with Andrew and/or
_[eren (Andrew is the head, Karen is number _2). John's number is
456-?953.
r6 _ m,° .n_ Clrec% approach does no_ work, let me know and I will recommend
_ney
meet witz you. If that does not work, _hen have _ member of the
oele@azicn
request The m_=-,n_. "...... =.

..... Or:_an-i= 51e_sage ......
_ron.: Lara Z_n_ra_c {mai!tc:dzontra=%o@msn.com]

gen:: Unursaay, March 01, 200! 12:42 _<
T:: Kelliner, Josep_

u, ..
ic._crtanz_: ..._

CQ_-,

-.hi_= _s a _u-_'-nes-_ maz_er. As you h.now, i represen _. Memphis and
H.-.cxv_il e
o_. T:'A .-..at'_ers.Also, an_ of course, Mr. Murkowski has now introduced

._epum-ica.-.energy pslicy bil'., ac-uaily two bills with one being a tam
b: ii ;

Hr. Bin_amar: has in.'_roduced a Democrat alternative; and there is _he
Aci_in_sTra-.zon -- DOE and the Vice Presioent's energy policy task force.
So, _.v simpie-m=noec questzon IS who should ._ be _alking to in either
DOE or

the %'P's --ask force to a< least present my mos- persuaaive arguments as
I
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to ""

why there shoul_ be a TVA title in whatever is proposed?

Any guioance you can give me would be _/ea_iy appreciated.

Dana

2
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Zripodi, Cathy

From: Kelliher, Joseph
Sent: Tuesday, July 03, 2001 8:24 PM
To: Tripodi, Cathy

Subject: FW: Recommendations on National Energy Policy

Importance: High /
-- !

HB Energy[ntrO MB Energy MB Energy FIBEnergyFiadne FIBDeepwater MB EPACTImpact MB Deepwater
%.doc Ups1TP.am2.(Joc Downstream2.@_: 1.doe White Paper.doe A.alySis.@OC White Paper.0o¢

MB 5PR,aoc FIB R/KWhite Energy
Pager.doe EO-TeXLClOc

..... Ori�inal Message .....

Frzm: Jim Ford [mailto:Fordj@_.erg_
Sen_: Tuesday, March 20, 2001 2:51 PM
_c: Keiiiher, Joseph

SuD3ec[: Recommendations on National Energy Policy
]_.pcr_ance: High

H=, Joe. As we discussed, attached are a se[ o£ papers on na¢ional

ener_>
p_iLcy recom._endations. Much cf it is designed [o be self-exp!ana_ory.
Uhe

ae_ _zzu_en_ 3s a suggested execuzive _rde_ _o ensure that energy
Ln._i3zai,cns ere ccnsidered and aczed on in ru!emakings and o_her

az_L;.ns. This drafz has DOE as the coordinator. Probably also need _o
ma_e

ener3: _ ma_zr pcrtfo!io item for a senlor Wh3te House aide.

_¢_ ._ _n;_ if you have questions @r additional info needs. Thanks.

"_- 7:re

I
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e'm 1:_'zq_"r. Qz,uo

O',..OERAM EIR_J_L_; C,kUCuS

COM_It w_: ON OOMNER r'_ E.DUC&T_ON C_UCUS

SUICOMMfI"n_ _ I_l_'f
A_o _ _ CAUCUS

____ cEongz'v..s,softh__nirN ,,%NtN ,,,,,==o_,

FAX TRANSMISSION

TO:_AX:_
FROM_____,_ DATE.

PHONE: (202)225-$705 FAX: (202)2.25-5907

PAGES TO FOLLOW (not indudlng this cover pa_):. _

COMMENTS:

2001-012302 May 15 p 4:47

If anyportionof_s u-ansmissionis notclear,pleasecall (202)225-5705.
TI_ docu_e_t _ confidential and is _.nt_mded only for d_e _me of the

r_cipient listedabove.
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t" TEDSTRICKL.AND
Dt_w_,c-r.O_.4mo _ 040_ RURAL _'Irl4 CaRE _ALmoN

OLDER AME_.ANS CAUCUS
CONI_I'TEE ON ENERGY

/uvD b'.'_ltaMgRC_, tiOUSE EIDUr_A'DON _UCLt_.

_ etat4_,un_
r'Oe_3RESSK:)r4AL STEEL C..AUC',JS

Ov_/x,voil_a_'l_a..nm_ '" "OfR(:ERS P.aU_Js

ZV_,y15.2001

T_ Bonox',b_Z_ckud_az, y
_vicePxezidemof theUnitedStm_

o14_ Ofli_ Bmqdinz
Wmd=z_on, I_ 20501

L'Zr.'VicePx-_:

I,_ _ by_ _.i_ t_ t_'P-,_-.,l_T_ Pm'c¢ re_m._d_/_.,,t I _ Io

_cognizetheaeeclto _ a pathfro'windfor ,,--_g tim .thbcm_,,,_'y_ cap,l_4eo£pxovkl_
a r=lizbl_=d _ stun'= of,',-,'zcar,a,_for_ nnc/nu"rc_zmz. _ youknow,
mz.r.lazrpow_isthesecondlargestmup_crofdec_ckyIp=a'sdo_inthec_mm.y.
unmn=a_._, k = nm_mJ_ Io,=;x= _ _ U.S. couldhaw ._ o_F_4;i= d_w:ad=_
onfml:_n mur_c_ ofnuclur furl mPPS._mth_ne_r£utlw.. To__ch a siU_ioz_,the
U.S.n_ds to deploycoz competieve='Luiumauicl=n=_sa:bnolosyor we will _ on_r,_m .
suppliesto_ .ca._ on=quax_ of ouze.l_z_i_ need,.

_ h'webee=m_ene conse_c=cc=zodm_do,'m ener_ .ecu.d_aza n:su_of.t_
wiv=i=_on of theUnitedSta_ _ ccu'pm-=i_(Psp,C) inJulyl_S. _.i* meonly.domesticsupplier " -

u_-nmlumemid_me_se_k_;,,d=U.S. Wh_it winsi_ivn_ed' US_.C
opex"a,_ two g._,._ ,_.am;,-;ouplant= ]oczzedin_ Olziom,aPaducah, _=axzrJcy.
Howe_:z. 1_ :r_me.,USP..C_ _c d_,:,';,;,,,,to ceue op_ al t1_ l_cton Gzseous

z_ (r_. z,)_ _ ,u0v_ o_ z)_xUncuu ot_]=_, =ridTn=uury.-The
ta,-_gcxedchttefi)r _g the Ir.eyto the"offpm/ti_a" ;_Ju_ l, 2001.

ADcpartnann uf_ report ismed on jma_ry 19, 2001 describes thc,_4 for the
U.S. "to be able to reSablymeet the _ _ for approximatelyI1 m_l;M sepsmive
work,n,_ (S_ Peryear." _,.tl_-Pm:lucah.phmZ _ only produ_ ap_zcly 4.5: ..
mglionb_'Ul_ymrJnmz_ommicunmmer. Tl_bM_m_x'_um',:m=maccm_6-omS.5 •
mfi]kmS_3 dexiv_ _om bl_zded.dow_ _ _rad__ imlzoned fzomT_m_ Lind_
U.S.-Russml:l]EUA=r===m=at_ =ome]Su='olp=mImppS=_his cvidcmth_the vpa_c_x of a
smv.lc.eericl=a==plm__. ti_ coumx_,coupledwith, _ _rSv_ ;=_'mp_onsinthedc.livck'y
of =,_q__ _ ureterthe E_H_ ]B.r_..h_Uz.mdum_ .ABxeemm_,,_,_,]B,z.u_.rz.Lsea

•boutthevulnerably oldie U.S.zo a_u in thesupplyof en_ebedura_u_

wmmamm_. DC_,m,iS Pammmtu'm. Ott &f,a_l W_mmm'_t. ON_Syr) _ O_tt*n "
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1_ l_norabl_ Kidmd C_cy
May 15, 2001
_T_

This supply mix a_ cban_ cvmtunh_m d=dcuimc_ ofc_L,y secud_. First, an
" August20o0 Nuclc_ Rcsul_or_C_m_alon reportonUSEC's viabi]ieysuggests that USEC is

unlil_ m uzich urenium inofi_ly " the Padocsh#,_Z beyond 2OO3. Sc_md,USEC L_u_g
to cR:m_dU.$. depc_ency on P,_c_umm¢lc_ fL_l suppliesbc_oud the 5.5 sm'nionsepmdvc
work u_s (SWU) thstit impom each Ymr as _ Asent under thzU.S.. p,,._. I_U
Agrcuue_ USEC hasbeenpro___ addidosmlimporud comma_ enrk_uxtwa_dum

through Tmex, theRussian exportagcs¢ One interim solution m _ insuranceagainst
m_cicm"_ supply dismpdoaa fi'om]tm_= is d_roush a cold t_adby opcr_oa for d¢ P_J:ton.
Ohio_lli_xi:le_ p]aXlLI am p]elLSedthat _ al_ra_smhas_k_ the StepstOprovide lot
cold standbyzhrouShJ6sc_!ye_ 2OO2.However,dds_ndby planmustbe_ to dcployme_
of co¢-_ _bnology, such,s ps eentxi_p t_bsolol_, andnmstbe cucndeduntilthe
new teeamology i$ fhIly deployed.Ife_rtheeJmatrot born-a__umeatt_fi_giventowhat
happcns beyond fall 2002 =ridtid_h pardculax_ troubling_b,'___Jsethe Department of]_crgy's
_zimony bcfmc thc Energy and AirQuMitySubcomndU_ onMarch27,2001 indicates
afterfive or sCcyears of cold standbythe_ would be s_gslificaulde.gmd_on tO OmPiketc/_ plato.

Iam _ tl_ theEurope_ _rveeompcdli_ccauifisgc tov.hnology,ud I undere_i
th_theOak Kidg¢National_ h_vcaplmltodevelopcost-competitiveU.S.--origm
mntrifugc technology _ • threeyear_bncpedo([ However at mescr_.t__ is vh_ ._
_efforttoward_domcstlcseJf-_,_;cncv ;,, esu_,-Jk,,,,_.,m_;c'___,no _-__ _th _v_-,rd _:..

de_lownent_ there'iratesector,andnonov_ _ol_cym _,':'._._to sdd;-,__c _-_C_,
Privt*i-_ion has f_cd to de_k)ythe advanced_ cmiclmm= t_.k,_]oS7 (AVLIS)that
r_ ncar]y$2 b_lion in federalR&D. Indccd, two yem_ ha_ passed since USE(= announced
k was _nni_'_"$ the A_IS Programand _ hase_,-_ed to t_.placethe _.H _a
g_couscEf]_on plants in d_cn_a decade. Indeed, USEC's iml:_dr_crc_ ra_gs makch
,_.--,,U_ytlm dL--.yco_d obtain_ to deployanytechnology.

Givcn the sbmt-tam natureo_e _on's cold standby#an m_dth_ ebscncc of"
anylos_-tmn stra_sy to utilizethe P_-ton _:sc_tym_ddcpioy ne0ctgcncr_on enrichrnem

technology, the plsnfor I_'L-_tonprese.u_ r_lL=well-_hortofthe commi___,_ made by President
Bu_ dining tim cmnlmigD. In an cndoRd October 4, 2001 lctter to OF;oC-vvcmorBob Taft,
then-_ Bush expressed his concern sbout USEC's dcciMonto cease operations at the
l>iketon pb.m.. H_ r,.m.ed,"I ,,_ _ -J_ d_ dosu_ of de l_keton ,_-, whichwould kave

onlyoneurmimm tnridmmm plem olmradmadin thcU_..__ States, wouldcompmndscour long-
z_nrnn_onld security _ _aa _onl_mcd r.af_supplyof eln'_ched_ fo_our defense and
a_nee_" He_crco_;- tt_letter, "]fI m electedPs_dcnt,np/Adm_stnd0n
will agSr_sivcly cxplorc how the _ =ndfim_liez at the Pikcton dlz can continue to serve
ournationalinteresLI bcltcve that our nttian m_ continuetopum_ rcscar_ tnd dcvclopmem
of new technoio#_ for u=e in urmlmn caricbmem." P.zlzaseof thc ]Enc_y Taskl=on:_reportis
the bestOpl>O_ for the _on to follow _rough on its co_ tothe Pike.ton

m_dournation's -,_Je_rc_Sy security.
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TheIto_able Richard c_ey
May 15, 2001
Pa_ Three

The nell i'm asmm¢, cknncs_ urer/_m ¢nridm=nt mpp]y is underscored by the _¢¢ that
nuck= pow_ i* ¢njoy_ _ O_ economi= and _ mS¢ ¢_c;=_y of
reacton. Dc.mm_L_likelyto rmmin ftable or _ow, m _ 40% of_ domemic
nude_ reactors m¢ cmTcmly _ ]icemser_ewab. _ a _ onmsclcarpo,wcrbefore
tke_ aml Air _ Subcomudm_ on 1_270 2001, _m_ was disc_s_c_ sbo_
build_ the _t gcuem_ _ rcaccorJin Lb_=ot-s_ ruin. These next gcr_-a_on
reactors w_l require &.lO% U-Z35 e_icbmm_ _mj_u_.d wi:h the 4-$% levels requiredfor the
cu,_ Seucratiou of boiIiugwal=- reactms. It is tro, blbezthat USEC is dos_m the Piketon

which i=_ oe_U.S, cru_,'J,meq_Tpla_ _ i_ Hcemcd to emic_ _mim_ to !0% essay.

Dining th¢_ 27. 2001 ._=W e_l Ak Quality Subc_,,,.;Uee he.a_ _o,y was
ofl_eredw_ch su_ed:

"USEC _ only abco_2_A of_ mune9._-_ GDP capac_y in 2O00, cod over the ncm
year_ supply amsjor_ ofits ¢_scome_ need, fi_m l_uman a_ U.S. HEU bie_."
_'1"_ of_rohal_ Lo_coeck¢_0 _ormcrUSEC o_cial).

Mr. Lon_ecke_ _ m_ez:

"TJSECis findingit more _l© to oper_ m • u_lcr o_bleuded I-IEUwa_er than =s,,
prod,oct. Tb_ aplm,,ch,ppear_ to lead _-v;,_,_r m USEC _ _ mar_

as. _ producer. As a w.mh. conm_ceing _mt ==icb,nmt =P'=_Y in d_¢
U.S. should be the key focxu;f_ the decade _hes_L"

In ad&fiou, dm-ing• June _, 2000 bemi_ b_n_ the Co_ Subcommiuc_ on Energy
andPower. testimony w,,. submitted_ti_g that the fi_ end oFthe nucJr.arfuel cycle is
¢ndauserod:

"Since 1998. expeadltures _orurauitm_explozmion and miae dcvdopmen_ bavc decked
by 59"/.;_ree _ pr_ f_gi_es havedosed dung 1999 (two in Texas em_one ;,,
Lo_ua); employmeu¢ ;- U.S. mm_iumexploration, mini,e, mil_g mt process h=s decres_
by_-_st30%. Iatst3_a', produ_maa: Con_ themle_ uranhnncoavertcr_nthe
U.$. was c,t back by25% amt unploym_t _ red,_,_, by ove_ 12%." (T_ny of_r. ;ames
Gndu_ l_id,mt andC:F_J3of _nve_Dy_).

Iftldsnation'sencaSypoUcy;sgoingtoplsce•Oc_r emphe_dsonnuclcaxpower,it
mnstdosoin•_,_-_.rehcmi_efashion.An encr_policytl_i_orcsthercli_ ofthefront
e_dof_bedomesticnuclear_elinduzeryfalls_ortof'assuring._=dcda_ergysecur_in
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RobertN.Burl ¢_,!__soo
Wac%v._len. D:C. 20038-5610

FMC T_t {202) 1172-1260
- Fax 12021 4G6-3509

Cochafnl'_n Webwww,l_.mg

Ptti5pM. Condit Samuel L. Maur¥
Boeing Pre.T_enr

PaxriciaHanahan Engman
April 23. 2001 _'_"" _"_'°"

HAND DELIVERED

The Hot'_rab|e Richard a. C_eney
Vice Presldent of the United States

Washint_to,x D.C.. 20502

Dear Mr. Vice President

The Bu_s Roundtable strongly co_m:_tds this Adndnis_atlon for fmmlng a special White House
energy task force that will address critical energy issues. We encourage the development of a
coherent and com]_relumsive strategy that effectively responds to the daunting economic,
techrlologiCatand env_-ortmenta]chal]ertgesahead.

Be|ow., the I_RTo_t]_es the long-term goals that should s]_ape this strategy, and we offer some short-
term recommendations. We axe guided by three principles. First.a diveTse energy mapply promotes
energy secm'ity and supports economic stability. Second, t_e Federal Government and private sector
shouJd emgage in science and technology R&D to address long-term emergy and environmental
concerns. Third, processes shoed be developed and followed to align e_ergy and e_v_rorunenta]
policies.

NationalEnerL,Y Securityand EconomicStabilityisa goalthatisnow atrisk.The wrong policy

actions,suchasunnecessaryfederallanduserestrictions,popularconsumerpricecaps.and casual
opev_g of rm_onal emergency _ergy x_serves, only exacedmte the ea_rgy supply and demand
problem a_d _undexm_e o'utxket _. For the most part, tl_ am, and should, be corrected
through pTomoting diverse energy mapplies; vigihmtly mamtahl_g competitive markets; avoiding
price control.s; and minimizing 0,relimina'6ng tegulatDry, tax and trade disizcentives to improving
energy effici_ and spin'ring technology innovation.

An Association Of Chief Executive Officers Committed To Improving Public Policy
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April25,2001

%

. Energy Tedmolog_, Research and Development is a goal that should be actively pursued by the
Federal Government. The U.S. has substantial human resources dedicated to technological

innovation, public and private. Public resources should be applied to productive and diverse _nergy
technology R&D, including broad din_te change R&D of emission reductions, carbon sequestration
and adaptation technologies. These resources should be deployed in collaboration with business to
assure t_t new and existing energy supply and energy conservation technologies are accepted by
global markets. However, the government should avoid "picking wirmers and losers;" therefore,
transparent processes should be established which develop and prioritize an _nergy technology R&D
agenda and which continually assess and improve returns on government R&D investments.

Energy and Environmental policy A]igr_ent is unperative in the current energy crisis. The Federal
Government should better align energy and environmental policies and the associated regulator)'
processeswith a view to optimizing the synergies between these areas in policy decisim_-making.
Risk-based analytical methods should be used across Federal agencies to compare, assess and
communi_te energy technology benefits and human health and environmental r/,sks. Furthermore,
ongoing risk analysis can point to the challenges and opporttmities for long-term tm.hnological
kmovation, and perhaps, help avoid accelerating and/or escalating, crisis-like swings and dashes.

Finally, the BRT makes the tollowmg short-term strategy recommendations.

- Review regulations and regulatory processes both to identi/y and remove unjustifiable
barriers to b_inging energy technologies and services to market and to develop incentives that
wLUnot only enhance the _ndionmg of the marketplace/or energy, but also, achieve greater
environmental results. In partictdar, ratior_ize and streamline Clean Air Act new source
review requirements to produce a simpler, more workable permitting program - one that wLll
not impede the ability of businesses to apply technology to inaease process and operationeJ
efficiency, and improve environmental performance.

• Developenergyand environmentalpoliciesthatarehillyinformedby our historical
experiencewith,and understandingoftheconsequencesoi,usingmarketinterventionssuch
as price caps, natural resource management bans and mandates.

• Establish a balanced and transparent science and technology advisory process of government.
industryand academia.to identify and prioritizeenergyand e_v/zonmentalrisksand
recommend an R&D agenda.

• Bring these actions into a realistic global perspective. National energy independence does
not, and will not, exist for the foreseeable future. Such a goal would distort maskers and
misallocate global resources.Meeting our national energy security needs necessitates supply
diversification wifl_in a global energy markeL E/forts to impose tmilaterai U'ade
should be avoided. Foreign direct investment by the U,S. in prospective oil producing
countries will be essential to meet kaure U_. energy requirements.
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April 25, 2001

The Business Roundtable has long been studying these issues. We have several publications
that address man}, of our goals. These include: "Unleashing Innova_on: TheRight

Approach to Global O,imate Change," "Environmental Blueprint 2001- "Towards Smarter
Regulation," and several others on subjectssuch as clin_te change and inforn_tion mar_geme_t.
Please know that we are comm_ed to thoughtfully and constructively engaging these issues and
stand ready to participate with you in shaping and executing a sO'ategythat addresses the serious
energy problems that confront us.

Sincerely,

Earnest W. Deavenport William Cavanaugh
Chairman & LEO Chairman. President & CEO
Eastrr_'_(_emica] Company Progress Energy, Inc.
Chairman, Environment, Technolog_ & Chairman, Energy Com_ruttee
The Economy Task Force TheBusiness Roundtable
The BusinessRou_ndtable

¢c: The Honorable Spencer Abraham
The Honorable JoeM. ALlbaugh
The Honorable JoshBolt_n
The Honorable Mitchell Daniels
The Honorable Donald L Evans
The Honorable Lawrence Lindsey
The Honorable Norman Y.Mineta
The HonorableGale Norton
The Honorable Paul Henry O'Neill
The Honorable Colin L. Powell
The Honorable Donald H. Rumsfeld
The Honorable Ann M. Veneman
The Honorable Christie Todd Whi_an
Mr. Ruben S. Barrales

Mr. Andrew D. Lundquist

Enclosures(3)
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Tripodi, Cathy , ,,

From: Kelliher. Joseph
Sent: Tuesday, July 03, 2001 7:35 PM
To: Tnpodi, Cathy
Subject: FW: Bi-annual Potential Gas Resources Report (Advance Copy) & follow up on DG info.

PR-14Em_rgo.doc poten_l g_.lx_" PICO70_.PCX

Predecisional: draft NEP recommendations

.... -Original Message .....

From: Charles M._Smith@ovp.eop.gov%internet
[mailto:Charles_M._Smith@ovp.eop.gov]
Sent: Wednesday, April 04, 2001 4:27 PM
To: Kelliher, Joseph
Subject: Bi-annual Eotential Gas Besources Report (Advance Copy} &
follow up on DG info.

1

...................... Forwarded by Charles M. Smith/OVP/EOP on
04204/2001
04:26 PM ...........................

Andrew D. Lundqulst
C4104/2001 GI:37:45 PM

Recc:d Type: Recor_

qc: Zharles M. Smith/OVP/EOP@EOP

zz:

Su=3ec:: Bi-annual Potential Gas Resources Report (Advance Copy)&
fellow

UP cn DG ±nfo.

...................... Forwarded by Andrew D. Lundquist/OVP/EOP on

i&_._eddec
:mag_ m_veo "_enry, Darrell" <DHenry@aga.org>
_: file: C4/93/2001 02:37:42 PH

Record Type: Record

_.c: Andrew D. Lundgu-ist/OVP/EOP

=c: Sh .by, Rick" <Rshelby@aqa.org>, '°Wa=son, Kate" <KWatson@aga.org>

!
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Subject: Bi-annual Potential Gas Resources Report (Advance Copy) &
follow

up on DG infc.

Andrew,

we wanted to give you a head's up that we have sent the attached
embargoed

press release to Karen this morning, and we will be forwarding the whole
report over to her this afternoon. The report will be released tomorrow
morning. We are also sharing this information with the Senate and House
energy committees and Secretary Abraham's office.

Per your request, you will find that on page 8 of the report is a map ofthe

majoT natural gas transmission lines in zhe United States, and those
leading

to Canada and Mexico. We can make this available to you if you would
like

to use it in your report.

You may also note on page 66 & 67, re_erence access restrictions and the
impact of Clinton's roadless initiative. A study showed that
"modifications

of less than 5% of the designated roadless areas would greatly reduce
the

amount of natural gas potential that would be lost."

Please let me know if the materials on distributed generation that we
provided were adequate for your purposes??? We can make any
modifications

or provide additional information.

DarreLl Henry
Dzrez_or, PuDIi: Affairs
_T.er:zan Gas Assoclation

430 N. Capizol St., NW
wasnlngzon, DC 2000]
"2C2, S24-7219

dnenry@aga.org

2
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DRAFT

Embargoed until 9:00am April 4, 2001

Daphne Magnuson April 4, 2001
(202) 824-7205 PR- 14

Potential Gas Report Shows Ample Natural Gas Resources --

But America Must Develop Infrastructure to Produce and Deliver It,
American Gas Association Says

Washington, D.C. - The U.S. natural gas resource base is estimated to be even larger than
previously thought, but the size of the resource base is immaterial unless the nation can access

supplies and can build the infrastructure needed to deliver it, the American Gas Association
(AGA) said today. AGA's comment followed the release ofthe Potential Gas Committee's

(PGC) biennial report on long-range supplies of natural gas, released today.

The Potential Gas Committee's report showed 1,258 trillion cubic feet (Tc0 in total natural gas
resources in the United States at the end of 2000, the equivalent of a 63-year supply of natural
gas at current rates of production. The sizc of the resource base actually increased since the
committee's last report at year end 1998, even though 38 Tcfofnatural gas have bccn drawn
down through production of natural gas since that time. The PGC has increased its estimate of

the U.S. natural gas resource base with each successive report over the last 10 years. This year's
increase is attributable to 4 percent growth in traditional reservoirs and 10 percent growth in coal
bed methane resources.

"'These figures are a testament to the sustainability of future natural gas production at even
greater annual rates," said Roger Cooper, executive vice president of AGA. "That's great news,
since more homes, businesses and power facilities are looking to natural gas because it is
cleaner-burning, efficient, reliable and available in abundance here in the United States."

Cooper praised the natural gas provisions of Sen. Murkowski's energy policy bills (S.399f389)
and Sen. Bingaman's Energy bills (S.597/597), as well as the effort currently underway by the
Administrations' energy task force. "All the increases in the world don't add up to much if we
can't transport those supplies to market," Cooper said. "It's vital to gain greater access to our
tremendous resource base, expand our pipeline delivery system and support development of
energy-efficient technologies," he said. Cooper said that AGA supports the passage of a
comprehensive balanced energy hill this year, one that uses all energy sources to the best
advantage.

-more-

12002
- DOE016-1754

Obtained and made public by the Natural Resources Defense Council, March/April 2002



The Potential Gas Committee consists of more than 170 volunteer members from the natural gas
industry, government agencies and academic institutions. The committee functions

independently, but with the guidance and technical assistance of the Potential Gas Agency of the
Colorado School of Mines. The committee receives financial support from AGA, the Gas

. Technology Institute and other companies, organizations and individuals.

For information on purchasing the full report by the Potential Gas Committee, please call (303)
273-3886, fax (303) 273-3574. Information about the Potential Gas Committee's previous
publications can be found at www.mines.edu/rescarch/pgc.

The American Gas Association represents 185 local natural gas utilities that provide natural gas
to nearly 50 million homes and businesses in all 50 states. Additional information is available on
the AGA web site at www.aga.org.

- AGA -
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' Potential Gas Committee Natural Gas Resource Estimates

(as of December31, 2000)

The Potential Gas Committee {PGC) reports gas resource estimates biennially in

categories of decreasing certainty: Probable, Possible and Speculative. For

each category,a minimum,most likely, and maximumresourcevolume is

estimated for each of 89 geological provinces. The mean values shown on the

followingtable were calculatedby sta6stica(aggregationof the minimum, most

likely and maximum values for each category of potential resource. This

procedureallows for direct comparisonof PGC,s estirnatP..swith gas resource

assessmentsmade by other organizations

(Mean Values. Tcf) Change

2000 ,199B .........
Traditiona_ Resources:

Probable resources icurrentt_e!ds)........ 207.0 216:0

Possible resources tr=* f=_} ................ Z33.3 293.0

Speculative resources (t_el ..... ]gTr_ 385. 7

Subtotal lmdmr_ ................................ _ 896.1 "*4.4%

Coa[bed Methane:

Probable resources...................................... 15.3 I4.4

Possible resources....................................... 54.3 43.5

Speculative resources................................ 84.6 B3.6

Subtotal Coalbed Methane .................. 155.2 141.4 +9.7%

Prove(IReserves(DOEestirnales)............ 167.4 I.GT,Q

Grand Total ........................................ 1Zil.4 1204.5 4"4.5%

Note: l'ozals subject Io rounding and slight d_erences due to statisticalaggregationof
chstflbutmns.

More
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O I The PGC reports these estimates in three categories: Probable, Possible and

Speculative for 89 assessed provinces that are grouped into seven geographic

areas for traditionalresources and coalbed methane.

The comparisonof the statisticallyaggregated mean values for these seven

areas for 1998 and 2000 are as follows:

(Mean Values, Tcf) Change

Area 2000 1998 19982000

At|antic .......................................................... 103,9 103.9 0

North Central ............................................... 22.2 22.2 0

Gulf Co__ .259.4 265.5 -2.3%

Mid-Continent ................................................... 124.4 122.1 +1.9%

Rocky Mountain................................................. 176.6 150.0 +1 7.7%

Pacific .............................................................. 55.0 37.2 ø°�Ü�Alaska ............................................................... 193.8 193.8 0

CoalbeclMethane (all _eas]............................. 1_2 141.4 +9.7%

Proved Reserves (DOE E_a_) ................... 1_74 167.0

Total U.,_............................................. 1_ 1204.5 +4.5%

Nole: Totals subject to rounding and slight differences due to =talJ_cal =zggregstJonof
distributions.
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The Potential Gas Committee today also released the latest in a series of reports comparing

five sets of natural gas resource estimates published by various U.S. natural gas industry and

government organizations. The report, A Compan'son of Estimates oi Ultimately Recoverable

Quantifies of Natural Gas in the United States (Gas Resources Studies No. 8, March, 2001). examines

. the results, assumptions and methodologies of each of the sets of estimates. The report concludes

that, while different organizationsdo not estimate the same precise categories of natural gas under the

same set of assumptions, there is a consensus that a large, accessible potential gas resource exists

which backs up the current inventory of U.S. proved reserves and is available to make a larger
contributionto our Nation's energy supply.

The PGC report. Potential Supply of Natural Gas in the United Slates (December 37, 2000)

and the estimates comparison report are now available and may be ordered as a set from the Potential

Gas Agency, Colorado School of Mines. Golden. CO 80401-1887, for $295 ($315 for foreign
shipment), if payment accompanies the order.

For additional informationabout ordering these and previous reports, contact John B. Curtis, Direclor,

jbcurtis@mines.edu or Linda D'Epagnier, Idepaani@mines.edu Program Assistant, at the Potential

Gas Agency. telephone 303,273-3886. lax 303-273-3574.
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