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Key Factors in U.S.
Energy Politics and

Policy
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U.S. Energy Policy: A patchwork quilt
7'% qg ﬁﬂﬁ/ éﬁAft}:&

Energy “policy” is made by countless EVE“BURE H o B sk &4t
decision makers: FIIT I, ARAIS IR B T
In Washington, in the 50 AT 50 A4S M

States
RIVFNAL AN

In large and small companies

By consumers HBH

Other forces (for example, the HAw & (Bln: 2e5F.
economy, OPEC, China, the OPEC. FH. Sfx. HA)
weather, technology)
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o H TR
Short-term conditions and LI 2 A AN B B R

politics KEPREFEIMGER (47~
Geopolitics of energy T 55 VH B B XD

resources in U.S. (producer
Versus consumer regions)

Energy policies often reflects:
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Globalization and market realities
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U.S. energy policy
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reflects the realities of:
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Energy prices set in international markets
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= Pressure from growing demand in
other countries
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= Energy impacts cross national s
boundaries NOX AAMNY)
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World Oil Consumption and Production*, 2002, 2010, and 2025
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rreéé(?ay International Energy Outlook 2005; http://www.eia.doe.gov/neic/speeches/caruso091405.ppt




Imported Crude Oil Prices: Nominal, Real
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%A.R,(ASESMQR&UME EIA, Short-Term Energy Outlook, September 2005
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Rising Natural Gas Demand (for Power); Gas Prices Roaring Upward
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Latest Spot Prices:
* Forecast Jan '06: ~ $12

History Je FT01CC BRI R4
T 2006 4F 1 H: &y
12 £t

Restdential
Commercial

Industrial
Electricity
Wellhead

1970 1980 1990 2003 2015 2025

EIA, Annual Energy Outlook, 2005, Page 97; EIA, Medium Recovery case, Short-Term Energy Outlook, 9-7-05




Growing coal use expected worldwide

EBRPER A B 1S L I

Billion Short Tons (primarily for electricity)
BN 1930 EN2001 EE2025 (FEETEA)

Industrialized EE/FSU China Other
Countries and India Developing
Countries

U.S. Energy Information Administration, International Energy Outlook (2004).




CO2 Emissions by Country: Total emissions since 1950
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Supply — demand balance:

LT -1 -
Oil: yami

Huge demand pressure (e.g., U.S., B

China, India) BRI RES (Flan: <H.
Incremental production and HE, EAED

reserves: OPEC B s 54#=: OPEC

Refining: extremely tight capacity . EEEGAEE !
in U.S. ' ' -

Gas: ﬁyyg/—ﬁ

N. American demand pressure (to JbEERkE S ()

produce power) e
Declining N. American production ALSRT== AN T B

Improving economics of LNG LNG HI&5H I EA iR =

Coal: PRIR :
Largest domestic fuel resource 5 K1 E N R B

Rising demand, rising costs

Significant environmental impacts ﬁ'ﬁ;k% %EJZZETIZEH%M
(CO,) FEE A (& AR)
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Energy Policy Act of ‘0O5:
What’s in It
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Energy Policy Act - Overview

REVRIRVE S — 2

An economic stimulus _ 2
package for energy REReIR L 5RO =
2005 4 1 H d <l

Congressional passage in

July 2005 2005 & 8 H it B4

Signed by President Bush in #
August 2005 13 ﬁu%%lﬁﬁﬁﬁ —

1st comprehensive energy Zre T REIRIA S

Act in 13 years AR R]: 1725 7T
Complex law: 1725 pages 146 {¢.3£ 7t — EEWME AL
$14.6 billion — U.S. budget K15 e “F&MH" RI) 323
estimate ¥ ﬁﬁ PR THFEIN RIS FF
Support from “producer” %3[57%&'1&

‘:‘states; less support from 7r -fe s B AIRRE IR S A B G —

consumer” states /I\H ﬁﬁﬁ

Enacted one month before
m%g@%e Katrina
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The Energy Policy Act:

Tax code provisions $14.6 billion
AR B
Bz o< 146 {237t

Clean coal power plants MERUREE K B
Efficient appliances ¥ REAY 5K F 2%

Fuel cells, micro-turbines #Ak}Eth . MEIRSEHHL
Purchases of hybrids WSEIRE R B K E

AnAsis-CReur—
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The Energy Policy Act - An Energy Stimulus Package
BEVR BURIE - ;ﬁ&% RN G S

Incentives for investment;:
= Risk mitigation, e.q.,
— Nuclear accident liability insurance

— Insurance to cover permitting/
delays for first 6 new nuclear plants

— Loan guarantees for “clean”

- “innovative technologies”
(IGCC, nuclear, wind, biomass)

— Budget authority for energy R&D
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The Energy Policy Act: Reduced barriers to
resource development

REVRIBURA 2 /D BER T X s

R AER: AR A 200 TR

Lack of information: Oil/gas in 200 mile
off shore waters

Permitting issues:

= Streamlining permitting for drilling on
federal lands

= Clarifying federal jurisdiction (e.qg.,
LNG approvals)

= Priority “critical national” energy
facilities and corridors

Lower fees: reduced royalties for drilling
on U.S. land

Malural Gars
Fipeling
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The Energy Policy Act: Purchase requirements
and standards

REVRIBURVA S SRR At

Renewable motor vehicle fuel 0] HAENLE ZEBRE]

= RPS (biofuels) — 7.5 billion » RPSECHUH (ALK — &%
gallons/year by 2012 2012 E4 75 12 nE/4E

Federal agency renewable RS B ] B4 HL BEARE

electric standard « RPS (R\BE. EWBE. KFARL

o RES (wind,.b-iomass, solar) i A By

Appliance efficiency standards s (15 Fhig)

= (15 appliances)
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The Energy Policy Act: Electric supply
provisions
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New Electric Reliability N A E S

Organization

New “national interest %?E/‘J %%Ufﬁ?ﬁﬁ%ﬁ)ﬁl@
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Requires new incentives for o FHL A T HE
transmission investment -
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The Energy Policy Act :
Does It get us where we

need to go~?
R
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Energy Policy Act — observations
REVRIBURVES — VFiB

Congress gave President Bush
the law he wanted

The bill has
elements for
producers and
consumers

“Clean energy”

provisions depend

upon future annual

national budgets — making them
relatively fragile

& FABAAT B R %EE
%&%*ﬁ%?é#ﬁ% H 5 I

AR 5 BT R I X
RIS — KIS L

N B 58 = Majority of state’s delegation voted AGAINST
BZHRZHERERE R E

= Majority of state’s delegation voted FOR

IR ZHRRBEL R
= Split delegation (equally # voted FOR and AGAINST)
ﬂ%ﬁﬁ%ﬁ&%&%ﬂﬁﬁﬁtﬁ% (X RS E RS

20

http://www.congress.org/congressorg/issues/votes/?votenum=213&chamber=S&congress=1091
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What’s not In the new Iaw’> -1

HARTARE EMENE? -

Inadequate reduction of oil
use in cars

= Ethanol requirement is in
the law

But no change in _ . 2.3 million barrels/day*
CAFE standards (same for
decades)

Inadequate long term
support for

renewable motor fuels
(cellulosic
biomass)

PRI FE I B R B . A
» ZIERPEERT OERE ;
= {HC N== PRI AT AR E R KR Bl CAFE Unchanged 24 MPG*
AT JLTHFE—EARED) B CAFE 34 MPG
o AT AL S KA -
SR (A4 RAEYIRe

* Estimate quoted in

ANALYsIs GROUP Bush/Cheney National Energy
ECONOMIC, FIRANCIAL and STRATEGY CONSULTANTS Po||Cy’ 5/2001, p. 5-9.

Million Barrels of Qil Per Day

B CAFE 44 MPG +Other Policies**




What's not In the new law? - 2

HHARLHREEWENZE? - 2

= No mandatory climate change

control policy B 5 IR ARAR AL I BUR

— But the Senate adopted the A .
following resolution: - BZWHCE T LT JX:

“...before the end of the first session of the 109th Congress, Congress should
enact a comprehensive and effective national program of mandatory, market-
based limits on emissions of greenhouse gases that slow, stop, and reverse the
growth of such emissions at a range and in a manner that - (1) will not
significantly harms the United States economy; and (2) will encourage
comparable action by other nations that are major trading partners and key
contributors to global emissions.”

LAE 109 EESHE —IRaWHmZH, EaNWAm—IEgEatt. mbtt. 4
EI PERIA 2K, Wfﬁﬁ‘rﬁiﬁ [FOUAE— € Yo Fl 9 PR 15 L = AR
K E, ERR=IEHNEAGK, HirRFGR: 1) Ax™EY ﬂﬁ%lﬂ
255 I (2) B HAh FE R 5 1 DL IR = SARHRBOR B R ECE ) 45 i -
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Votes on the Senate Resolution
PR GO &S R

states”

R
REM

Coal
regions

FERERX

Opposing: 44
Rt 44 3
Not voting: 3
F: 3%
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| essons from the Act
A R L

Act has incentives for
diverse types of
Investment in energy
technologies and
developments:

= Tax credits, tax
accounting changes

= Loan guarantees, other
risk insurance

= Government grants

Expect additional oil and
gas supplies in long run

Expect more
Infrastructure investment
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Lessons from the Act

ZEA IR X

U.S. finds it easier to use carrots
than sticks

s Need to better control oil use
in motor vehicles

= Need to control greenhouse
gas emissions

Technological opportunity for
clean energy technologies, but it
depends upon:

= Tough decisions in annual
Congressional budgets

= Follow-through by agencies

Post-Katrina: reveals gaps in the
Act

= Consumers’ buying smaller
vehicles, driving less; U.S.
manufacturers feeling the
pinch

. Growing interest in climate
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