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Kolevar, Kevin

From: James Lucier [James.Lucier@au.net]

Sent: Sunday, Aprif 22, 2001 3:18 PM

To: Cesar Conda; Jim Sims: Roben_McNally@odp.eop.gov%intemet;
James_E.Carter@ovp.eop.gov%internet; Dytan_Glenn@opd.eop.gov%internet

Subject: Wall Street's Views On the Energy Crisis - And How You Should Pitch Your Plan To Investors

Memo to Cesar Conda and Jim Sims
From Jim Lucier

Wall Street's views on the energy crisis

Erom my daily conversations with institutional investors around the
country, §
I believe the investment community is ready-in principle-to . .
enthusiastically

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

proviso, 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 creation.

Having worked with Wall Street investors for two years now, I have come

to
realize that investors see the fundamental problem of an energy crisis
n

wayvs that are tundamentally different from those of an energy industry
CEC

or those of & strictly Washington-based policy analyst, such as I used

.~
.z

D& .

Viall Street filters everything through market cap and growth potential.
They want tc know where the value is, and where new value is being
Treated.

Thet :s par: of the business of allocatring capital to the most efficient
Uses. hall Street irvestors are not interested in the fate of a
vdriicuiar

indusiry per se ~ even ap industry that seems big to Washington, such as
"coal,” "oii," or "nuclear. "

~ather, wna: they will find most attractive about the natioral energy
Iiratezsy is ) moving the whole domestic economy to a higher state of
2fficiency and 2) Creating a3 new generation of energy companies that

Wil

REEL the nation's needs in hitherto unrealized ways.
~r &fficient economy is good for stock valuations across the board,

riztiens that inhibit today's energy companies from combining,
~Nn3, and gdeploying new ccncepts in ways that mee» market demand

l. ar enormous new round of value creation.

ine Wall Street mindset implies a set of do's and don'ts in presenting
Tne

llational Erergy Strategy to institutional investors. I will start with
the

dori’ts, before ¢etting to the more obvious dc, which is the absolote
manastes

¢l explaining how a coherent Set of policies, maintained over an
extended
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period of time, will in fact open the door to significant - if not
enormous - new investment opportunities.

1. 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 their days of clory, plus the sense from investors is that they are
so

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 and
favorable

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

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

¢2. Second, investors dislike anything that looks like direct
intervention in

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

énd subsidies for uneconomic activities are especially unpopular. There
as

€ sense that with natural gas prices, in particular, at the current
levels,

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

worry that toc much reliance on tax preferences will lead to a classic
boaom

anc pust cycle ir the subsidized industries, ir which overkbuilding
titamately leads to a collapse in valuation.

. Taking pcints one and two together, you have a very serious problem
what the Naticnal Energy Strategy is all abouz. In the
s s read only about oil and the Arctic National Wildlife
er. lnvestors look at the legislation in Congress, they see

nte) mestly a hodge-podge of special interest legislation from

: States operating in cooperation with the coal states. 1In

w2ards, Invesiors see what appears to them as a2 confusing mass of junk
ilrectly relevan: o the energy problem as they define it, which

1' & fully integrated, deregulzted, diversified national marke:

<i the infrastructure necessary to support such a market; and

owih opperiun:ities for firms that produce and distribute energy, which

boonf} tarfly er g -

g -

impiied i1n the possibility these firms can cffer new services and site
new - )

facilities.

4. Investors would welcome opening ANWR to drilling in an
environmentally

2
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responsible way. However, they are much more concerned with drilling
for

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

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 older
wells

were in the prime, largely because the new wells are not in the mos:
promising areas. Making some kind of coherent statement about federal
lands

irrespective of ANWR would serve you well.

S. Another theme that resonates with investors is the need to reverse
thircy

years’ chronic under-investment in facilities and infrastructure of all
kinds. 1Investors 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
sympathy for the fecklessness of the state of California; they can't
believe Davis won't do the cbviously right thing (as far as they are
corcerned} and let retail electricity prices float. You have an
opportunity

to make & powerful case that some kind of long term, market oriented
F.an is .
reeded ta allow private investment flows to build the new facilities.

€. Now you can see we are getting to some of the do's. A& key variable
in

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

»ay the equation works, even a little increased growth canp mean sharply
n.gher price-multiples. But the energy industry has had to deal with
chvs:cal ccnstraints on growth (no new drilling, siting allowed, etc.)

constraints on growth due to regulatory costs. Though

T i) te G IT
e .
0o

o
>’

istently increased their efficiency over time, and grown

S

[ LR I
id 2 O

.}

espite limited upside in revnues; by cutting costs and increasing
» these incremental cash flows have been eaten up by higher
¥ ©€osts. As a result, the "g” factor in the P/E equation has

c The investment community will therefore take note if you can
cditle case that 1) you will permit the inoustry to build out and
apacity subject to undistorted market forces over an extended

time erd 2) you will do something about regulatory cost Creep, so

£

1gs which can meet or exceed environmental standards while cutting
and Improving productivity can actually return that increased

”»

3
=

.t

=3
€.r sharehclders. oOur analysts believe that such a policy shift

[
’

o

Q ke
£

o

"

ise in energy industry P/E's across the board.

in osummary, claiming that P/E's should go up or attempting to jawbone
thexr ’

1ncrease is something the White House should absolutely not do on its
owr .

But 2f you provide reasonable, credible, and reliable basis that your
poilices will allow capacity growth, earnings growth, and efficient new
compinatiors, Wall Street analysts can ccnnect the dots and perform the
requisite calculations on their own.

3
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So cut through the clutter. Don't make us think the entire energy
policy is

aboutr ANWR, stripper wells in Texas, and employment in Appalachia.
These

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

tier elements of a package that should properly focus on capacity and

distribution, natural gas and electricity, and ending unjustified
constraints on growtk.

PS-It wouldn't hurt 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 to be even better.

FPS-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

guality management plan.
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Kelliher, Jaseph

From: Dana Contratto [dcontratto@msn.com]
Sent: Thursday, March 01, 2001 8:54 AM
Jo: Kelliher, Joseph

Subject: RE: TVA

importance: High

Joé,

Thanks much. I will follow up with John Fenzel. Second, I am
surprisingly
here all of next week. Please let me know what time (anytime for my

purposes) would be convenient for me to come visit with you on the
subject

cf TVA reform.
Dana

----- Original Message-----

From: Kelliher, Joseoh Imailtc:Joseph.Kelliher@hq.doe.gov]
Sent: Thursday, March 0, 2001 8::7 M

To: 'Dana Contratto’

Subject: RE: Tva

I am handling electricity and energy policy at DOE. Andrew Lundguist
and

Xaren Xnuison eare handling energy policy for the Task Force. We could
sit

down next week. With respect o Andrew and Karen, I suggest you call
Joan

fenzel, emchasize *ha: the Valley delegation strongly supports the TVA
titie, mention thar we are meeting, ask for a meeting with Andrew and/or
Karen (Rndrew is the head, Karen is number #2). John's number is

irec: approach does not work, let me know and I will recommend

3

3
Tt

e )

My

Thar does not work, then have s member of the

;:c:d:on::a::o@msn.com}

2007 12:42 A

As you krow, I represent Memphis znd

oo 3 0f course, Mr. Murkowski has now introduceg
Zhe .

Repuolicar energy polizy pill, actually twc bills wisrk one being a tax

| o

bxil;

Mr. Bingaman nas introduced a Democrat alternative; ang there is the
~dministratior. -- DOL and the Vice President's energy policy task force.
So, my simgle-ninaeg Question 1s whno should T be talking to in either
202 or

the VP's tasik fcrce to as least presen: MY mMOST persuasive arguments as
1
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to :
why there should be a Tva title in whatever is proposed?

Any guidar.ce Yot can give me would be SrezIly 3ppreciated

Dana
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EXE

Tripodi, Cathy
From: Kelliher, Joseph
Sent: Tuesday, July 03, 2001 8:24 PM
To: Tripodi, Cathy
Subject: FW: Recommendations on National Energy Policy
importance: High
=] B} ®B) ®) ®) @) ®)
MB Energy Intro MB Energy MB Energy MB Energy Marine  MB Deepwater MB EPACT Impact MB Deepwater
1.doc Upstream 2.doc  Downstream 2.doc l.dac White Paper.doc Analysis.doc White Paper.doc
B) ®) &)
MB SPR.doc MB RIK White Energy -
Paper.doc EO-Text.aoc
----- Original Message-—---
from: Jim Tord [mailto:Fordj@agi.crg}
Senz: Tuesday, March 20, 2031 2:5: PM
Te: Keiliher, Joseph
Subject: Recommendations on National Energy Policy
impcrtance: High

Hi, Joe. BAs we discussed, attached are a set Of papers on national
£L.-TY recommerdations. Muck cf it is designed to be self-explanatory.

siggested executive order to ensure that energy
cnsidered and acted or in rulemakings and other

irai has DOE as the coordinator. Probably aiso need to

pecrifelio item for 5 serior Wh.te House aide.

. e e Frd

w2l yOu have guestions or additional info needs. Thanks.

. :;:::fo:dj@api.o:g>
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TED STRICKLAND

HOUSE RURAL HEALTH CARE COALMON

ST DTRcT, Cong ——
OLOER AMERICANS CAUCUS
cm‘hml?:&iugcv HOUSE EDUCATION CAUCUS .
SUBCOMMITTTE ON MEALTH CONGRESSIONAL STEEL CAUCUS
o Congress of the Mnited SIS  cooncsoorm mans cavees
v O Touse of Represmmtioes coNGAESSIoNAL comFECTIONAL
Wﬂshiugtlm. BE ”ﬂs—}fﬂﬁ FOUNDEA aND CO-CHAR
May 15, 2001

The Honorable Richerd Cheney

Vice President of the United States

The Ol4 Exccutive Office Building

Washington, DC 20501

Dear Mr. Vice President:

mdmpmis%mndhrgestnppﬁaofdwﬁ&qgm:ﬁminthammﬂy. " .
Unfortunately, hianotumuwmblewugectthnﬂulls. could have an OPEC-like dependency

§ enerRy aecurity as a result of the

privatization of the United States Enrichment Carporatian (USEC) in July 1998. USEC.is the

only domestic supplier of uranium enrichment services in

the U.S. When it was privatized, USEC
Kentucky,

operated two gaseous diffusion plants located in Piketon, Ohio and Paducah, ,
However, last June, USEC made the decision to cease operations at the Piketon Gaseous
Diffusion Plant (G;)P)ignnxingthcwvipeofﬁxeDepummowagynndemy. The
targeted date for aming the key to the “off position” is June 1,2001.

A

cfhmyraponismu!onlmmy 19, 2001 describes the need for the

Department
U.S.%belblemmﬁabtymeaﬁlcmmdwmdﬂnlppmﬁmmﬂynmﬂﬂmw .
work units (SWU) per year.” However, the Paducah plant can only produce spproxiroately 4.5:
million SWU per. year in an economic manner. The balance of requirements comes from 5.5 -
million SWU derived from blended down ham i from Russia iy ]
U.S.~RusmHEUAaxmmtnd:omEumpanwpp5a. It is evidern that the operation of
single enrichment plant in the coouiry, coupled with a histary of fve interruptions i the delivery
ofmﬁmmmmaemmmww\mhm-mmmn.m
quuzinnsahonnhevuhu:bnityoﬁheus.wndiuupﬁonhthesupplyofenﬁdwdmm'mn

0.C. o WAt ORCY WESTERN OFFecs CRWTRAL OFACT BASTERN OFMCE
B Cammon: Honmm Ovecat Bumdeee 1238 Qadiia STYREEY ME oanrSneer Y Prdacwas Avirax T84 facmer SRR .
Wasmmaton, OC 2081S Pomrrmacerm, O diax: Wasewsgvon, M 457 acTEr, ON @540 MasgrrTa, DH #3790
1202) 2256705 NG ML I 3-am 60! res-sroe 1e0) Ira-sem
Tou Fas n SouUnEse Ono: e} sy
%) TOB- Y
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The Honorable Richard Cheney
May 15, 2001
Page Two

Thi:supp)ynixmxydungemﬁuﬂwtotbzdﬂﬁnmof:wgyswmty‘ . First, an
Axgust 2000 Nudeukzgulnmy Commission report on USEC's viability suggests M“I?SEC is
unliknlymmmhmnmnnpmﬁnblynthehd\:uhphmbeyvndzooa. Second, USEC is trying
toc:pan.dU.S. depuﬂg::?yonwmmdarmdmppﬁabcyondthas.swﬁon:epm
work units (SWU) that it imports each year as Executive Agent under the U.S.- Russia HEU
Agreement. USEC has been proposing additional imports of commercial enriched uranium
through Tenex, the Russian export agent. One interim solution to maintain insurance sgainst

new technology is fully deployed. I fear there bas not boen adequate attention given to what
hap?msbeyondﬁ!lmoz and thun particularly troubling because the Department of Encrgy’s
tgctnnonybeﬁjundwﬁmrgy and Air Quality Subcommittee on March 27, 2001 indicates that
after five or nxywsofcoldmndbythacWotﬂdbesigniﬁmdeWaﬁm;gﬂumetmplum.

lmammnﬁw&nopemhvewmpeﬁﬁwwsctedudo and I understand
ﬂmghe OakRidgeNni?m.II.-abomminhveaphn to develop wn-compg;iveus.—oﬁgin
:ﬂie.l;ﬁagemchnologywdma year time period. at is v

toward domest suficiency in enrichment services. no

gascous diffusion plants in the next decade. Indeed, USEC"s impaired credit ratings make i
un!nkdythnthzywxﬂdomﬁnuﬁngmd:ploymtechnology. .

the best opportunity for the Administration to follow through on its commitment i -
commumity and our nation’s nuclesr energy security. s “ fo the Fikeion
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The Honorable Richard Cheney
May 1S, 2001
Page Three

The need for a secure, domestic uranium earichment supply is underscored by the fact that
mdwpowuisdoyinghpmvedopunﬁngeummiumdinﬂumdmgccﬁdmcyof
reactors. Demand is likely to remain stable or grow, a5 approximately 40% of the domestic
nnclear reactors are currently seeking Ecense renewals. During a bearing on muclear power before
the Energy and Air Quality Subcammittee an March 27, 2001, there was discussion about :
building the next generation maclear reactors in the not-so-distant fisture, These next generation
reactors will require 8-10% U-235 enrichment, compared with the 4-5% levels required for the

current generation of boiling water reactors. Jt is troub t ton
i ich | . ST} is Hcensed to envi i 10% assa:
when there i3 u trepd toward higher assay foel.

During the March 27, ZOOIEnum’mdAirQuﬁtySubwmnineehuﬁng, testimony was
offered which stated-

“USEC utilized only about 29% of its nameplate GDP capacity in 2000, and over the next
year will supply & majority of its customers needs from Russisn and U.S. HEU blending "
(Testimony of Jokn R. Longenecker, former USEC official).

Mr. Longenecker futther states:

“USEC is finding it more profitsble to operate as a trader of blended HEU rather than as a
primary producer. This approach appears to lead imevitably 1o USEC exiting the market

83 a primary producer. As a result, constructing replacement enrichment capacity in the
U.S. should be the key focus for the decade ghead ™

In addition, during a Juns 8, 2000 hearing before the Commerce Subcommittes on Energy
and Power, testimony was submitted stating that the front end of the nuclear fuel cyele is
endangered:

“Since 1998, expenditures for uranium exploration and mine development have declined
by 59%; three uranium processing facilities have closed during 1999 (two in Texas and one in
Lowisians); employment in U.S. uranium exploration, mining, milling and process has decreased
by almost 30%. Last year, production at ConverDyn, the sole remaining uranium converter in the

U.S. was cut back by 25% and employment was reduced by over 12%.” (Testimony of Mr. James i
Graham, President and CEO of ConverDyn). :

If this nation’s energy policy is going to place a greater emphasis on mclear power, it
must do £o in a comprehensive fashion. An energy palicy that ignores the reliability of the front
mdofﬁcdomcsﬁcmdarﬁmlhdus&yﬁﬂ:ﬂwﬂofunuhgneedcdmgymnityinthis
country. Iurge you to carefully consider the needs of the entire muciear fizel cycle as yob prepare

11994

DOE016-1746

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




e i

‘The Honorable Richard Cheaey
May 15, 2001
Page Four

10 issue your recommendations for 2 national energy strategy. 1 know you will agree that
Ameticans would find it unwise and unacceptable to depend on foreign sources for the second
largest supphier of U.S. electricity generation, muclear power.

Thank you for your stiention to this important matter.

Sincerely,
éﬁiﬁﬁﬁd
Member of Congress

cc. - The Honorable Spencer Abraham
The Honorable Bob Taft
The Honorsble Mike DeWme
The Honoreble George Voinovich
The Honorshle W, J. “Billy” Teuzin
The Honorable John Dingell
The Honorable Joc Barton:
The Honorable Rick Boucher
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The 2001-010892 Apr 26 A 9:55

BUSINESS
ROUNDTABLE
Chairman 1615 L Sueet. N.W.
Suite 1100
Robert N. Bunt Wa:hmmon, D.C. 200365610
FMC Tel 1202) 872-1260
Fax 1202) 4563509
Cochairman Web www. b org
Philip M. Condit Samuel L. Maur
Boeing President Y
Patricia Hanahan Engman
Apﬁl 25’ zml Executive Direcror
HAND DELIVERED

The Honorable Richard B. Ch
Vice President of the United States
Washington, D.C. 20502

Dear Mr. Vice President

The Business Roundtable strongly cobunends this Administration for forming a special White House
energy task force that will address critical energy issues. We encourage the development of a
coherent and comprehensive strategy that effectively responds to the daunting economic,
technological and environmental challenges ahead.

Below, the BRT outlines the long-term goals that should shape this strategy, and we offer some short-
term recommendations. We are guided by three principles. First, a diverse energy supply promotes
energy security and supports economic stability. Second, the Federal Government and private sector
should engage in science and technology Ré&D to address long-term energy and environmental

concerns. Third, processes should be developed and followed to align energy and environmental
policies.

National Energy Security and Economic Stability is a goal that is now at risk. The wrong policy

actions, such as unnecessary federal land use restrictions, popular consumer price caps, and casual

An Association Of Chief Executive Officers Committed To improving Public Policy
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Energy Technology 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 energy
techmology R&D, including broad climate change R&D of emission reductions, carbon sequestration
and adaptation technologies. These resources should be deployed in collaboration with business to-

- assure that new and existing energy supply and energy canservation technologies are accepted by
global markets. However, the government should avoid “picking winners and losers;” therefore,
transparent processes should be established which develop and prioritize an energy technology R&D
agenda and which continually assess and improve returns on government R&D investments.

Energy and Environmental Policy Alignment is imperative in the cwrrent energy crisis. The Federal
Government should better align energy and environmental policies and the assodated regulatory
processes with a view to optimizing the synergies between these areas in policy decision-making.
Risk-based analytical methods should be used across Federal agencies to compare, assess and
communicate energy technology benefits and human health and environmental risks. Furthermore,
ongoing risk analysis can point to the challenges and opportunities for long-term technological
innovation, and perhaps, help avoid accelerating and/ or escalating, crisis-like swings and clashes.

Finally, the BRT makes the following short-term strategy recomunendations.

« Review regulations and regulatory processes both to identify and remove unjustifiable
barriers to bringing energy technologies and services to market and to develop incentives that
will not only enhance the functioning of the marketplace for energy, but also, achieve greater
environmental results. In particular, rabonalize and streamline Clean Air Act new source
review requirements to produce a simpler, more workable permitting program - one that will
not impede the ability of businesses to apply technology to increase process and operational
efficiency and improve environmental performance.

Develop energy and environmental policies that are fully informed by our historical
experience with, and understanding of the consequences of, using market interventions such
as price caps, natural resource management bans and mandates.

Establish a balanced and transparent science and technology advisory process of government,

industry and academia to identify and prioritize energy and environmental risks and
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. Sucha goal would distort markets and

misallocate global resources. Meeting our national energy security needs necessitates supply
diversification within a global energy market. Efforts to impose unilateral trade sanctions

should be avoided. Foreign direct mvestment by the US. in prospective oil producing
countries will be essential to meet future US. energy requirements.
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The Business Roundtable has long been studying these issues. We have several publications
(www brt.org) that address many of our goals. These include: “Unleashing Innovation: The Right
Approach to Global Climate Change,” “Environmental Blueprint 2001,” “Towards Smarter
Regulation,” and several others on subjects such as climate change and information management.
Please know that we are committed to thoughtfully and constructively engaging these issues and
stand ready to participate with you in shaping and executing a strategy that addresses the serious
energy problems that confront us.

Sincerely,
Earnest W. Deavenport William Cavanaugh _
Chairman & CEO Chairman, President & CEO
Eastman Chemical Company Progress Energy, Inc.
Chairman, Environment, Technology & Chairman, Energy Committee
The Economy Task Force The Business Roundtable

The Business Roundtable

cc The Honorable Spencer Abraham
The Honorable Joe M. Allbaugh
The Honorable Josh Bolten
The Honorable Mitchell Daniels
The Honorable Donald L. Evans
The Honorable Lawrence Lindsey
The Honorable Norman Y. Mineta
The Honorable Gale Norton
The Honorable Paul Henry O'Neill
The Honorable Colin L. Powell
The Honorable Donald H. Rumsfeld
The Honorable Ann M. Veneman
The Honorable Christine Todd Whitman
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: Tripodi, Cathy

Subject: FW: Bi-annual Potential Gas Resources Report (Advance Copy) & follow up on DG info.

— FCF
&
PR-14Embargo.doc potential gas.pdl  PIC07094.PCX

Predecisional: draft NEP recommendations

----- Original Message-—-~-

From: Charles_M._Smith@ovp.eop.qov%internet
[mai;to:Charles_M._Smith@ovp.eop.gov]

Sent: Wednesday, April 04, 2001 4:27 PM

To: Kelliher, Joseph .
Subject: Bi-annual Fotential Gas Resources Report (Advance Copy} &
follow up on DG info.

---------------------- Forwarded by Charles M. Smith/OVP/EQP on
04/04/72001

04:26 PM —~somm e

Ancrew D. Lundguist

C4/04/2001 €1:37:45 pM

Reccrd Type: Recorz

T Charles M. Smith/OVP/EOP@EDP

Suzject: Bi-annual Potential Gas Resources Report (Advance Copy) &
IC..0w

ug cn DG info.

S2/0872C80 01237 PM —mmmmmmmmemeeme LD
Zmoeddec

iMEgs movea "Henry, Darrell”™ <DHenry@aga.org>
Tz file: C4703/720C1 02:37:42 pM

FITT5094. 8T

Reczorg Tyrpe: Record

c: Andrew D. Lundquist/OVP/EOP
o "Shelby, Rizk” <RshelbyRaga.org>, "Warson, Kate" <KWatsonfaga.org>
1
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Subject: Bi-annual Potential Gas Resources Report (Advance Copy) &
follow
up on DG infc.

Andrew,

We wanted to give you 3 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 afternocon. 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 of
the

major natural gas transmission lines ir the United States, and those
leading

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

to use it in your report.

You may also note on page 66 & 67, reference 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 natursl gzs potential that would be lost."

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

or provide additional information.

Tor, Publiz Rffairs
ican Gas Association
E. Cazitol St., Nw
: on, DC 20001
[
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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 of the 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 (Tcf) 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 size of the resource base actually increased since the
commitiee's last report at year end 1998, even though 38 Tef of natural gas have been 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 naral 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.399/389)
and Sen. Bingaman's Energy bills (S.597/597), as well as the effort currently underway by the
Admunistrations’ 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 pipcline delivery system and support development of
energy-efficient technologies,” he said. Cooper said that AGA supports the passage of a

comprehensive balanced energy bill this year, one that uses all energy sources 1o the best
advantage.

- more -
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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/research/pge.

The Amenican 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 December 31, 2000)

The Potential Gas Commitiee (PGC) reports gas resource estimates biennially in
categories of decreasing cerainty: Probable, Possible and Speculative. For
each category, a minimum, most likely, and maximum resource volume is
estimated for each of 89 geological provinces. The mean values shown on the
following table were calculated by statistical aggregation of the minimum, most
likely and maximum values for each category of potential resource. This
procedure allows for direct comparison of PGC's estimates with gas resource
assessments made by other organizations.

(Mean Values, Tcf) Change
2000 1998 1998 2000
Traditional ‘Resources:
Probable resources (current fields) .2070 216.0
Passible resources mewleds}. .. ... ... .. kiry] 293.0
Speculative resources troe) . e 385.7
Subtotal Tradtona — ] 896.1 +4.4%
Coalbed Methane:
Probable resources.. ........oomeennnn, 16.3 14.4
Possible resources.. oo .54.3 435
Speculative resources.. .......mommueeenn.... 84.6 836
Subtotal Coalbed Methane ... 155.2 141.4 +9.7%
Provec Reserves (DOE estimatesj . . .. . . 167.4 A87Q
Grand Total ... A8 1204.5 +4.5%

Note: Totals subject fo rounding and sight differences due to statistical aggregation of

distributions.

More
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The PGC reports these estimates in three categories: Probable, Possible and
Speculative for B9 assessed provinces that are grouped into seven geographic
areas for traditional resources and coalbed methane.

The comparison of the statistically aggregated mean values for these seven
areas for 1998 and 2000 are as follows:

{Mean Values, Tcf) Change

Area 2000 1998 19982000
Atlantic 103.9 103.9 0
North Central 22.2 22.2 0
Gulf Coast.. .258.4 265.5 -2.3%
Mid-Continent 1244 1221 +1.9%
Rocky Mountain.. .176.6 150.0 +177%
Pacific 55.0 37.2 +47 8%
Alaska.. 1938 193.8 0
Coalbed Methane (all aras)............................. 1552 141.4 +9.7%
Proved Reserves (DOE Fsmas}. .. .............._ 1614 167.0

TOtal US . rneorcrsroesssnsrassssronsser 1284 1204.5 +4.5%

Note: Totals subject to rounding and siight difierences due fo statistcal aggregation of
disiributions.
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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 Comparison of Estimates of Ultimately Recoverable
Quantities 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 organizations do 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 1o make a larger
contribution to 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-) 887, for $295 ($315 for foreign
shipment), if payment accompanies the order.

For additional information about ordering these and previous reports, contact John B. Curtis, Director,
fbeurlis@mines.edu or Linda D’Epagnier, Idepagni@mines.edu Program Assistant, at the Potential
Gas Agency. telephone 303-273-3886, fax 303-273-3574.
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