American Energy, American Innovation
Affordable Energy and Energy Independence for Colorado's Families

Introduction:

» We want to break the gridlock in Washington on high gas prices and energy
policy.

» A group of Republicans and Democrats in the Senate — the so-called Gang of
10 — has come together to suggest a way forward.

» The Gang of 10’s plan — which includes new investments in renewable
energy, a transformation of America’s motor vehicle fleet, and expansion of
domestic oil production - should be the starting point for debate when we
return to Washington in September.

» Itis not a complete answer, but it represents real progress in helping
Republicans and Democrats find common ground to solve America’s energy
crisis.

» We propose a new, comprehensive energy plan based on the Gang of 10’s
constructive ideas and our own initiatives.

Plan: When Congress reconvenes, we — like the “Gang of 10” Senators — will
work on a bipartisan basis to achieve these goals. In particular, we will support the
following proposals:

SHORT-TERM
¢ Immediate steps to ease high fuel prices through immediate release
of oil from the strategic petroleum reserve and by ending
speculation.

LONGER TERM
* Responsible increases in production of domestic oil and natural
gas,
* A national commitment to expanded renewable energy
development,
¢ A national commitment to increased energy and vehicle efficiency,
¢ Expanded nuclear energy generating capacity
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I. PROVIDE IMMEDIATE RELIEF FROM HIGH FUEL PRICES
* Emergency release of 70 Million Barrels of Qil from the Strategic Petroleum Reserve

* Lower Gasoline Prices by Ending Market Speculation

H. MAKE A NATIONAL COMMITMENT TO RENEWABLE ENERGY

¢ Long-term extension of the Production Tax Credit (PTC) and Investment Tax Credit
(ITC) for renewable energy.

* Support aggressive targets for advanced biofuels and prevent rolibacks of current law,
which quintupled requirements for conventional and advanced biofuels.

¢ Support implementation of new cellulosic biofuels tax credit included in 2007 farm bill.

Establish a National Renewable Energy Standard of 20% by 2020,

* Create Long-Term Business Incentives for Renewable Energy Development.

Commit Federal Resources to Research and Development of Renewable Technology -
double NREL funding over five years.

Establish a Green Jobs worker training program.
I1IL. PROMOTE MORE ENERGY EFFICIENCY
A. Fuel Economy and Fuel Efficiency Standards

* Require new vehicle fuel efficiency of at least 35 mpg by 2015 and to 50 mpg by 2030,

Provide Incentives for Fuel Efficient Vehicles

The bipartisan recommendations included in the so-called “Gang of 10” proposal are a
good start. They include:

o $7.5 billion for Research and Development focused on the major technological
barriers to alternative fuel vehicles, such as advanced batteries.

o $7.5 billion in tax breaks to help U.S. automakers retool to make alternative fuel
vehicles.

o Consumer tax credits of up to $7,500 per vehicle for Americans who purchase
advanced alternative fuel vehicles, and up to $2.500 to retrofit existing vehicles
with advances alternative fuel engines.

B. Transform our Motor Fleet

* Americans want fuel choice. Congress should require 50% of all new vehicles to be
capable of burning various biofuels (in addition to gasoline) by 2012 and 80% by 2015.



C. Increase Energy Efficiency in Homes
Extend the consumer tax credits for purchasing Energy Star-rated appliances.

Fully fund the low-income weatherization assistance program. Poor people shouldn't
have to choose between eating and heating,

Establish HUD Energy Efficiency Building Standards, and provide tax credits to those 1
who exceed the standards with new construction or 2) increase efficiency by 30% or
more in existing homes.

IV. EXPAND DOMESTIC OIL AND GAS DRILLING AND REFINERY
CAPACITY

Press Oil and Gas Companies to Develop Leases They Already Hold

Extend incentives for building of domestic refinery capacity.

Expand Responsible Domestic Drilling Inland

Expand Responsible Domestic Drilling in the Quter Continental Shelf (OCS)

V. DEVELOP NEW NUCLEAR POWER

Like the “Gang of 10,” we think there should be renewed focus on nuclear power as part
of our overall energy policy.

We support moving forward with proposals for the construction of a new generation of
nuclear power plants. We also support increased funding into research and development
on spent fuel recycling to reduce nuclear waste. We believe we can meet the most
rigorous environmental safety standards and tackle the long-range problem of waste
storage and security without limiting or slowing down construction of new facilities.

VL. END UNNEEDED OIL INDUSTRY TAX BREAKS

End unneeded tax breaks for industry

In particular we should:
* Eliminate tax deductions for domestic production of oil or gas.
* Extend the time required for oil and gas companies to claim deductions on their
research and development expenditures.
* Require that the industry use a more realistic method of calculating the amount
they pay in foreign taxes.

N



A NEW ENERGY POLICY FOR AMERICA
Detailed Outline

L IMMEDIATE RELIEF FROM HIGH FUEL PRICES

¢ Release 70 Million Barrels of Qil from the Strategic Petroleum Reserve

We support immediately selling 70 million barrels of light, sweet crude oil from the Strategic
Petroleum Reserve, with the funds used to replace it over time with heavier crude that is better
suited to storage.

The reserve was established to help our country in time of crisis, and there is no reason we
cannot temporarily supply our domestic consumption now in order to ease prices.

Releasing oil from the SPR has lowered prices before. In the wake of Hurricane Katrina, oil

prices rose to $69/barrel. The announcement of a SPR relcase sparked an immediate 3 percent
decrease in oil prices, and the release itself resulted in a 12 percent drop. On January 16, 1991,
on the eve of the first Gulf War, President George H.W. Bush announced that he would sell 34
million barrels from the Reserve. The day after the announcement oil prices fell by $10/barrel.

A bipartisan majority in Congress has called on President Bush to release oil from the SPR, and
we are awaiting his action on this strategy.

¢ Lower Gasoline Prices by Ending Market Speculation

Colorado’s consumers should not have to pay extra at the pump because hedge funds and
financial speculators are playing games with the price of our oil. Supply and demand are always
the main factors for rising energy prices, but speculators may have also contributed to the
excessive spike we have seen in the cost of oil — and therefore prices at the gas pump.

We support efforts to responsibly strengthen market regulations, with new authority to
nvestigate and punish fuel wholesalers, retailers and market traders whose actions artificially
inflate the price of gasoline and diesel fuel. A bill I supported in the House of Representatives
gives the Federal Trade Commission new authority to investigate and punish those responsible
for the artificial increase in gas prices as a result of market speculation,

H. NATIONAL COMMITMENT TO RENEWABLE ENERGY
We need a bipartisan commitment to the rapid development of this nation’s renewable energy
resources, something that has been recognized by the “Gang of 10” in their bipartisan proposal.

A recent study found that the renewable energy and energy efficiency industries are already
generating 8.5 million jobs and nearly $1 tritlion in revenue in the U.S. in 2006 — and the energy
we capture here at home doesn’t have to be bought from overseas.

While many of our il fields are long past their prime, it is morming in America with respect to
our vast potential supplies of renewable energy. Both the U.S. Department of Energy and T.
Boone Pickens, the Republican oil billionaire, believe we can get 20% of our electricity from
wind. We agree. To this end, we must pass a five-year extension of the Production Tax Credit
(PTC) and Investment Tax Credit (ITC). Cellulosic ethanol has great potential to lower our
gasoline prices, and, as we move past corn-based ethanol, our food prices. The rush to develop
second-generation biofuels is already underway. Venture capitalists are pouring billions into it,
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and Congress should continue to aggressively fund the biofuels program at the National
Renewable Energy Lab in Golden, Colorado.

¢ Incentives for Renewable Energy Development, Including a Long-Term Extension of the
Production Tax Credit (PTC) and the Investment Tax Credit (JTC

Last year we installed $9 billion of wind in the United States. The solar industry is also growing
very rapidly. We need to demonstrate our nation’s long-term commitment to renewable energy
by extending the Production Tax Credit (PTC) and Investment Tax Credit (ITCy until 2012. We
also support establishment of incentives that encourage utilities to invest in “smart grid”
technologies, an area in which Colorado’s Xcel Energy has been a leader.

» Establishment of a National Renewable Energy Standard of 20% by 2020

Congress should immediately adopt a national Renewable Electricity Standard of 20% by 2020,
We have already seen the positive effects such a requirement can have on renewable energy
development and the economy first hand here in Colorado. With appropriate national policies,
the clean energy economy could generate up to 30 million green collar jobs and $4.5 trillion in
revenue in the U.S. by 2030.

¢ Commit Federal Resources to Research and Development of Renewable Technology —
double NREL funding over five yvears

The nation now invests a refative pittance in energy research, development, and deployment. We
must secure committed research and development resources to the National Renewable Energy
Laboratory and other federal research laboratories. These labs are critical to the accelerated
development of alternative fuel vehicles, next generation biofuels, carbon sequestration
technologies, and other conservation and efficiency initiatives,
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e Lstablish a Green Jobs worker training prosram.

According to a 2006 study by NREL the lack of skilled workers is the largest non-technical
barrier to the advancement of renewable energy and energy efficiency technologies. We support
full funding of the Green Jobs training programs newly authorized in last year’s energy bill.
These programs have three main components:

o Expansion of the Department of Labor’s capacity to identify and track trends in clean
energy workforce and the skills associated with the growing clean energy and
efficiency industries,

© A National Energy Training Grants program, grants would be awarded on a
competitive basis to fund partnerships between community colleges, Iabor unions,
private industry and organizations to train between 20,000 - 30,000 new workers
each year for high quality jobs, particularly in manufacturing.

o Pilot projects to provide low-income workers with a pathway out of poverty and into
the emerging clean energy economy.

HI. PROMOTE MORE ENERGY EFFICIENCY

Economic growth is driven by the conversion of energy into useful work, Although the energy
productivity of the U.S. economy has improved since 1970, there’s a long way to go. The
cheapest gallon of gasoline or kilowatt-hour of electricity is the one you don’t use. Rapidly
improving the energy efficiency of our buildings, automobiles, airplanes, appliances, power
plants, and military is critical to enhancing our security, reducing the trade deficit, and lowering
energy bills.

¢ Provide Incentives for Fuel Efficient Vehicles

What has happened in recent years to America’s domestic automakers is a national tragedy.
(GM’s market capitalization is now lower than that of Harley Davidson.) 1 support the promotion
of fuel-efficient vehicles, including hybrids, plug-in hybrids, electric cars, and natural gas-fueled
vehicles through government tax incentives. We’ve got to get American families into safe,
comfortable fuel-efficient vehicles as rapidly as possible. These vehicles make our transportation
system more diverse and efficient. They simultaneously reduce the trade deficit, oil impotts, and
greenhouse gas emissions. The bipartisan recommendations included in the so-called “Gang of
10” proposal are a good start. They include:
o  §7.5 billion for Research and Development focused on the major technological
barriers to alternative fuel vehicles, such as advanced batteries.
o $7.5 billion in tax breaks to help U.S. automakers retool to make alternative fuel
vehicles.
o Consumer tax credits of up to $7,500 per vehicle for Americans who purchase
advanced alternative fuel vehicles, and up to $2,500 to retrofit existing vehicles with
advances alternative fuel engines.
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* Require New Fuel Efficiency Standards of at least 35 mpg by 2015 and 50 mpg by 2030

Today, we Americans are consuming 140 pounds of petroleum and petroleum products per
person per week. In an energy-hungry world, that's simply not sustainable. The quickest and
cheapest way to combat our energy crisis is to decrease demand. Many of the cars we are selling
today are less fuel efficient than the Model Ts Henry Ford was building a century ago.

Automobile engineers know how to build 50 mile per gallon family sedans and 30 mpg pickup
trucks. Combining American ingenuity with tax credits for consumers who purchase efficient

vehicles can revitalize Detroit.

Congress should require new vehicle fuel efficiency of at least 35 mpg by 2015 and 50 mpg by
2030. This isn’t optional, it’s mandatory since our prosperity depends on it.

e  Transform our Motor Fleet.

Congress should require 50% of all new vehicles to be able to burn various fuels (in addition to
gasoline) by 2012 and 80% by 2015.

o  Energy Efficiency in Homes

We also need to improve energy efficiency in our homes. These measures will encourage that:
o Extend the consumer tax credits for purchasing Energy Star-rated appliances.
o Fully fund the low-income weatherization assistance program. Poor people shouldn’t
have to choose between eating and heating,
o Establish HUD Energy Efficiency Building Standards, and provide tax credits to
those 1) who exceed the standards with new construction or 2) increase efficiency by
30% or more in existing homes.

IV. EXPAND DOMESTIC OIL AND GAS DRILLING AND REFINERY CAPACITY

¢ Press Qil and Gas Companies to Move to Develop Leases They Already Hold

The oil and gas industry plays a critical role in the U.S. and Colorado economies. These
companies are as technologically adept as they are politically powerful. Some of the new
technologies being deployed in the deepwater Gulf of Mexico are amazing to behold, In recent
years, the industry has unlocked exciting new natural gas resources, including coal bed methane,
tight sandstone, and now shale gas. We need their wizardry, skill, and talented workers.

Even as they lobby for new rights to drill on federal land, oil and gas companies already hold
leases on many tens of millions of acres of federal land. Much of this land is not currently being
developed. It is not unreasonable to require oil and gas companies to diligently develop federal
oil and gas leases and to submit diligent development plans. We also think BLM should
maximize diligent development in setting length of lease terms and rentals.



* Extend incentives for building of domestic refinery capacity.

Our domestic refinery capacity has increased only marginally since 1993, with total growth of
about 15%. In 2006, Congress provided tax incentives to spur industry investments in adding
refinery capacity, but the IRS was slow to adopt the needed regulations. We support extending
these incentives through 2012,

¢ Expansion of Responsible Domestic Drilling Inland

We continue to support responsible drilling on public lands. In fact, drilling on Colorado’s public
lands has increased by over 23% in the last 8 years and there has been even more rapid growth
on private lands. Since 1990, Colorado’s natural gas production has increased fivefold: the
industry now exports the equivalent of 350,000 barrels a day. Colorado is doing its part in
meeting the nation’s energy appetite.

We support the responsible expansion of domestic drilling on the Roan Plateau consistent with
Governor Ritter’s proposal. It is a plan that stresses the balance we must find between our need
to responsibly develop natural gas resources and also protect ecologically sensitive areas from
damage related to energy exploration — as well as to ensure that the State of Colorado receives a
fair share of leasing revenues.

¢ Expansion of Responsible Domestic Drilling in the Quter Continental Shelf (OCS)

We support opening additional offshore areas to exploration and development of oil and gas,
where affected coastal states are amendable to such expansion, and also support increased
funding for the inventory of OCS energy resources called for in the 2005 energy legisiation.

More offshore energy will only arrive five to ten years from now, so it’s not an immediate
solution to the current crisis. But we will need that energy when it does arrive. Recently the
Minerals Management Service, a bureau in the U.S. Department of Interior, announced that it
will begin consulting with state governors and other stakeholders which additional areas may be
best to lease, and we support this initiative.

The recent proposals by the “Gang of 107 Senators indicate that it may be possible to break the
partisan deadlock on these issues, and we strong support attempting to do so.

V. DEVELOP NEW NUCLEAR POWER

Like the “Gang of 10,” we think there should be renewed focus on nuclear power as part of our
overall energy policy. We think we should ensure that nuclear power continues to provide 20%
of our national power generation mix. With the rising price of fossil fuels and the climate
change challenge, nuclear power must remain an essential part of our energy mix.

We have had fifty years of nuclear power production in this country. During this time there have
been there have been significant advances in the design of nuclear plants and the safety and
security requirements they must meet. This doesn't mean that nuclear power generation is
problem-free, but given the challenge our country faces in achieving energy security, increasing
our nuclear power capacity is an important goal. I support moving forward with proposals for
the construction of a new generation of nuclear power plants. We also support increased funding
into research and development on spent fuel recycling to reduce nuclear waste. We believe we
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can meet the most rigorous environmental safety standards and tackle the long-range problem of
waste storage without limiting or slowing down construction of new facilities.

VI. END UNNEEDED OIL INDUSTRY TAX BREAKS

¢ End other unneeded tax breaks for industry

The United States has provided tax incentives and tax credits to the oil and gas industry for more
than fifty years. Fifteen years ago, when oil was trading at $15 barrel and natural gas at $1.50 per
thousand cubic feet, such incentives made sense. But, as recognized by the “Gang of 10”, today
there is no need for taxpayers to continue all these subsidies such as those in the 2005 Bush-
Cheney Energy bill, which included $2.6 billion in tax cuts for the oil and gas industry. In
particular we should:
¢ Eliminate tax deductions for domestic production of oil or gas,
¢ Extend the time required for oil and gas companies to claim deductions on their
research and development expenditures. This will allow them to claim less in any
single year.
* Require that the industry use a more realistic method of calculating the amount they
pay in foreign taxes. This would increase the amount the industry paid the U.S.
Treasury.

Ending these subsidies would be a break for the taxpayers and could also help pay for needed
investments in renewable energy.



