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DEPARTMENT OF THE INTERIOR AND RE-
LATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 2000

TUESDAY, MARCH 16, 1999

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.
The subcommittee met at 9:32 a.m., in room SD-124, Dirksen
Senate Office Building, Hon. Slade Gorton (chairman) presiding.
Present: Senators Gorton and Stevens.

JOHN F. KENNEDY CENTER FOR THE PERFORMING ARTS
STATEMENT OF LAWRENCE J. WILKER, PRESIDENT
NATIONAL GALLERY OF ART
STATEMENT OF EARL A. POWELL, III, DIRECTOR
SMITHSONIAN INSTITUTION
STATEMENT OF 1. MICHAEL HEYMAN, SECRETARY

WOODROW WILSON INTERNATIONAL CENTER FOR
SCHOLARS

STATEMENT OF LEE H. HAMILTON, DIRECTOR
BUDGET REQUEST
OPENING STATEMENT OF SENATOR SLADE GORTON

Senator GORTON. Today we welcome the directors of four of our
preeminent national cultural institutions to testify before the Inte-
rior Subcommittee: Larry Wilker of the Kennedy Center; Rusty
Powell of the National Gallery of Art; Mike Heyman of the Smith-
sonian Institution; and Lee Hamilton, in a new and different posi-
tion from the one he occupied with such distinction for so many
years, of the Woodrow Wilson Institute International Center for
Scholars.

The budget requests submitted by each of these institutions for
the fiscal year 2000 reflect the challenging budget climate within
which we all operate. Requested increases from the four agencies
total $45 million. The major portion of that amount, more than $33
million, is composed solely of the uncontrollable cost increases, nec-
essary maintenance, and security needs of these agencies.
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While this subcommittee once again anticipates struggling with
the constraints that have faced it in previous years, we are aware
of our responsibility to provide adequate support to those institu-
tions for which the Federal Government has a primary responsi-
bility and we will attempt to meet the basic requirements of each
to the extent the overall budget parameters permit us to do so.

Before we turn to the statements and questions, I want to note
both a pending departure at the Smithsonian and new leadership
at the Wilson Center, as I already have. The Secretary of the
Smithsonian, Mike Heyman, recently announced his intention to
retire at the end of this year and return to California.

I would like to take this opportunity to thank him for his many
accomplishments during his tenure at the Smithsonian. He will
leave an institution that is stronger and more vital because of his
efforts and he will be missed by everyone here.

I have already welcomed Lee Hamilton. After leaving a distin-
guished career in the House of Representatives, he has taken on
an institution which has been surrounded by a certain degree of
controversy, given the relatively small size of its appropriation. I
have every confidence in his ability to guide the organization into
a productive future era.

Without objection I would like to insert the prepared statement
of Senator Thad Cochran.

[The statement follows:]

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Mr. Chairman, I join you in welcoming this distinguished panel of chief officers
of our Nation’s cultural institutions. Spending in the areas of arts and scholarly
study are remarkably small compared to our total annual budget outlays, but, it is
a rich investment.

I especially want to mention my great appreciation to Mr. I. Michael Heyman,
who has announced his retirement as Secretary of the Smithsonian Institution the
end of this year. It has been my great honor to serve on the Smithsonian Institution
Board of Regents during his tenure.

He is the first Secretary of the Institution who has not been a scientist by profes-
sion, so he was brave to take on this living institution which is more than “The Na-
tion’s Attic.” His commitment to the mission, “to increase and diffuse knowledge”
could not be more genuine, nor his service more effective. He has led the consider-
able reform of how new exhibits are developed and presented; faithful to the facts
revealed by science and scholarly research, thoughtful and socially responsible. This
is a difficult balance to achieve. Secretary Heyman has managed admirably.

Under his leadership he has readied the Institution for the 21st century. Inter-
active distance learning, new K-12 education programs, a World Wide Web site,
world class research across the fields of science, affiliations with local museums, a
digital catalogue of the collections, are all examples of the growth in programing
putting the Smithsonian experience within reach of all Americans.

We certainly regret Michael Heyman’s leaving, but most whole heartedly wish
him well and good fortune on his return to California.

I would also like to thank Larry Wilker, President of the Kennedy Center. His
testimony describes very innovative programs which make Kennedy Center perform-
ances available to a wide audience. I'm especially grateful for the National Sym-
phony’s American Residency program, which will send the National Symphony to
Mississippi next month under a grant from the National Endowment for the Arts.
The Symphony members will not only perform, but will also engage in educational
programs in several towns and cities. This is a unique opportunity for Mississip-
pians of all ages.

It is also a good example of how a modest Federal investment pays off. By our
providing funds at a national level for the nurturing and development of world re-
nown artistic training, performance, preservation, exhibition, and study, we provide
personal opportunities to millions of Americans in their own home towns.
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Thank you, Mr. Chairman. I again want to express my thanks to the gentlemen
on this panel of witnesses and to all the people who serve under their direction, for
providing enrichment to our lives and heritage.

Senator GORTON. Why don’t we work perhaps just from my left
to my right here? Your written opening statements will be included
in the record as if read in full. I think it is appropriate, for us and
for the audience, for each of you to at least summarize what you
are about and what you hope to accomplish in the next year.

SUMMARY STATEMENT OF LAWRENCE J. WILKER

Mr. WILKER. Thank you, Mr. Chairman, and good morning.

I am Larry Wilker, President of the John F. Kennedy Center for
the Performing Arts. Appearing with me today on behalf of the
Kennedy Center are William Becker, General Counsel; Clif Jeter,
Vice President for Facilities; James Kirkman, Project Executive;
and Jared Barlage, Senior Liaison Officer.

I previously have submitted to the Subcommittee my written
statement concerning the Kennedy Center’s activities, operations,
and fiscal year 2000 budget justification which, as I request and
you have noted be included in the record of this hearing. I appre-
ciate the opportunity to appear before this Subcommittee. It may
}ée useful to give a brief background on the history of the Kennedy

enter.

The genesis of the Kennedy Center dates to 1955 when President
Eisenhower initiated efforts to build an appropriate performing
arts facility in the Nation’s Capital. With the support of the Con-
gress, President Eisenhower signed into law in 1958 an act estab-
lishing the National Cultural Center as an independently adminis-
tered bureau of the Smithsonian Institution.

Following the death of President Kennedy in 1963, many in the
Congress believed that a lively center for the performing arts was
the most suitable National Memorial to the young president who
understood that the excellence and freedom inherent in the arts
would be one of America’s lasting legacies.

In 1964, the National Cultural Center was constituted a living
memorial to President Kennedy, a monument building but a memo-
rial also, with performing arts and education activities as an essen-
tial part of the board’s memorial function.

The Kennedy Center opened in 1971. The Kennedy Center hosts
over 3,500 performances on its main stages each year and thou-
sands of free performances, touring performances, and workshops
and educational activities throughout the United States. The Ken-
nedy Center offers opportunities for everyone to participate in the
performing arts. The Center commissions choreographers, com-
posers, and playwrights to develop new American works.

The Center also has an active program called Imagination Cele-
bration to create new works for the stage for young people and
their families and then tours these works across the country. Since
1978, more than 6 million young people and their families have at-
tended Imagination Celebration activities.

The Center’s recent production of Tales of a Fourth Grade Noth-
ing toured nationally last year with 147 performances in 45 cities
in 21 States. This year, Tales again will be on tour, due to popular
demand, along with Little Women, which is on tour this year with
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66 performances in 27 cities in 16 States and The Nightingale,
which will tour with 80 performances in 25 cities in 15 States. An
estimated audience of over 180,000 children will see these plays.

The Kennedy Center’s arts in education programs reach more
than 4 million people across the United States each year and are
at work in all 50 States. Because everything we do at the Kennedy
Center is a result of the firm belief that the arts are essential to
a child’s complete education, the Center works with partners across
the country to improve the quality of education through the inclu-
sion of the arts.

Through the Performing Arts Centers and Schools program, the
Center brings together school districts and performing arts centers
in 37 States, forming 67 partnership teams dedicated to improving
education through professional development for teachers. These
partners have created over 500 new programs for teachers in their
own communities.

The Kennedy Center Alliance for Arts Education Network is com-
prised of 46 state organizations that operate in partnership with
the Center to work for the inclusion of the arts in every child’s edu-
cation. As the national center for the performing arts, the Kennedy
Center is committed to bringing quality and diversity to its stages
and the board of trustees places the highest priorities on making
the arts accessible to all Americans.

Just 2 weeks ago, the Center celebrated the second anniversary
of the Millennium Stage. The Millennium Stage, which hosts free
performances seven days a week, 52 weeks a year, at 6 p.m. in the
Grand Foyer has attracted more than 400,000 persons since it
began 2 years ago. Many of these people are new to the Center and
some of them are attending a live performance for the very first
time. Also on this stage, the Kennedy Center has presented artists
and performing groups from throughout the Nation.

Last year, the Kennedy Center brought the Millennium Stage to
Capital Hill during the summer months for free concerts on the
Capital grounds every Tuesday and Thursday at noon. More than
4,000 visitors to the Nation’s Capital enjoyed these concerts, pro-
vided for with private funds. The Kennedy Center continues its tra-
dition of offering free public events, including its Open House and
holiday celebration, together which host over 60,000 visitors each
year.

Since September, 1971, the Kennedy Center has conducted a re-
duced price ticket program for students, disabled persons, senior
citizens, enlisted military personnel, and others on limited incomes.
More than 50,000 individuals each year see performances at half
price through this program.

The Center has expanded its reduced price program to offer half
price day-of-performance tickets to all patrons through Ticket
Place, a facility the Center established at the Old Post Office on
Pennsylvania Avenue. The Center also regularly schedules pay-
what-you-can days, allowing the public to pay whatever they can
afford for regular performances.

More than 4.5 million visitors pass through the doors to the Ken-
nedy Center each year. Transportation for these visitors is facili-
tated by Show Shuttle, the shuttle bus service funded by the Cen-
ter board through trust funds. More than 700,000 riders now use
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this service each year. Roughly half of those visitors come to the
Center solely to visit the presidential memorial.

To compliment the work of the 650 Kennedy Center volunteers
who perform or arrange visitor services, plans are currently under-
way for the interpretive program to include informative kiosks, dis-
plays, printed materials, and a top-notch, continuously running
wide screen format film telling the story of the performing arts in
America.

As we all know, the Internet is an incredible resource through
which outreach can be increased by leaps and bounds. Through the
World Wide Web, the Kennedy Center provides information for pa-
trons and visitors on the Center’s artistic and educational pro-
grams and its status as a living presidential memorial.

Also, through ArtsEdge, the interactive communication network
designed to provide practical, easy to access information for teach-
ers on arts education, can be put to use in the classroom and at
home. Perhaps one of the most exciting ways the Center is reach-
ing out to people across the country, and indeed the world, is by
offering live performances on the Internet. Beginning April 1, the
Kennedy Center will make history by harnessing the power of the
Internet with live broadcasts daily at 6 p.m. Washington time from
the Millennium Stage, making the performing arts accessible to
people worldwide.

Mr. Chairman, I would like to submit a detailed report of the
many artistic and educational programs and activities of the center
which reach all 50 States.

Senator GORTON. It will be accepted.

Mr. WILKER. Thank you. Now, let me focus on the Center’s budg-
et and our request for appropriated funds for the fiscal year 2000.

Since the fiscal year 1995, the board has received direct appro-
priations for the operation, maintenance, and repair of the facility.
The board’s statute restricts the use of appropriated funds to the
basic operational expenses and capital repair of the Kennedy Cen-
ter, which is a Federal building.

The Center is an example of a successful public/private partner-
ship at work. The government funds the care and repair of the
monument building, which is a Federal asset, and the trustees
raise the funds required for artistic and educational programming.

Of the total annual operating income of $120 million, approxi-
mately $86 million is derived from ticket sales and other earned in-
come and through grants and contributions.

Federal funds appropriated annually to the Kennedy Center com-
prise two separate accounts: operations and maintenance and cap-
ital repair. These funds cover basic operational expenses of the
Federal building, including utilities, housekeeping, minor repair
and maintenance, security, and interpretive services.

A portion of these funds is allocated to reducing our backlog of
many years worth of minor repair work items, estimated currently
at $9.5 million. Appropriated funds are also expended for capital
repair and replacement of the Center’s antiquated building sys-
tems, as well as to bring our 1960’s designed facility up to current
accessibility and life safety codes while maintaining functionality.

For fiscal year 2000, the Center’s request for funding for oper-
ations and maintenance totals $14 million, a $1 million increase
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over last year’s request. This increase is requested to address the
backlog of minor repair work items while maintaining building op-
erations and maintenance at current levels.

The request for the capital repair account is $20 million, level
with last year’s appropriation. This amount will allow the Center
to move forward with phase two of our comprehensive building
plan, which includes modifications to the center block of the facility
to bring it into compliance with ADA codes and life safety codes.

Mr. Chairman, the Kennedy Center board has overseen a num-
ber of successful capital repair projects, from replacement of the
main roof and roof terrace to the installation of energy efficient
heating and cooling systems which replaced the obsolete system
which was original to the building.

In October 1997, the board was pleased to reopen the renovated
Concert Hall, which offers patrons with disabilities a totally acces-
sible hall with wheelchair accommodations in all sections of the
hall. Egress for all patrons has been improved and appropriate fire
safety systems are now in place.

This project was on time and on budget, and in fact was $3 mil-
lion less than the original government estimate for the project.

For those members of the subcommittee not so familiar with the
Kennedy Center facility, let me provide a brief description just to
give you a feel for the size of the Center. The Center is open 18
hours a day, 365 days a year. It consists of 1.5 million square feet
of usable space on 17 acres of land.

It contains six main theaters and two stages for performances in
the Grand Foyer, three public restaurant facilities, nine special
event rooms, five public galleries, 23 elevators and sets of esca-
lators, 2,000 doors, 108 crystal chandeliers, 200 valuable paintings,
sculptures, tapestries, and textiles.

Mr. Chairman, the board takes most seriously responsibility to
be good stewards of the Federal assets and the Federal operating
funds.

PREPARED STATEMENT

On behalf of Jim Johnson, the chairman of the board, and all the
members of the board, I thank you for the opportunity to bring this
report of the Center’s operations to the Appropriations Sub-
committee on Interior. I am pleased to answer any questions the
members of the subcommittee may have. Thank you.

Senator GORTON. Thank you.

[The statement of follows:]

PREPARED STATEMENT OF LAWRENCE J. WILKER
INTRODUCTION

On behalf of the Kennedy Center Board of Trustees, I am pleased to submit to
the Senate Appropriations Subcommittee on Interior the fiscal year 2000 budget for
appropriated funds for the John F. Kennedy Center for the Performing Arts, the na-
tion’s center for the performing arts and a living presidential memorial. The Cen-
ter’s fiscal year 2000 budget justification includes $14.0 million for facility oper-
ations and maintenance, an increase of $1 million over the fiscal year 1999 request,
and includes $20.0 million for capital repair, level with the fiscal year 1999 request.
Appearing for the first time before this subcommittee, I appreciate having this op-
portunity to provide an overview of operations of the John F. Kennedy Center for
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the Performing Arts, an independently administered bureau of the Smithsonian In-
stitution.

A national monument, the Kennedy Center is a living memorial to President John
F. Kennedy with a mandate to provide leadership in America’s performing arts and
in performing arts education. The Board fulfills this mandate with a commitment
to providing opportunities for all Americans to participate in the excellence and the
inspiration inherent in the performing arts.

The Center commissions, produces, and presents diverse performances of the
highest artistic standards, and then does something that very few other performing
arts centers are able to do—the Center makes these outstanding performances
available to the broadest possible audience through: national touring programs, free
and low-cost performances and education activities, and through the World Wide
Web. Beginning April 1, the Kennedy Center will make history by harnessing the
power of the Internet with live broadcasts daily at 6:00 PM EST from the Millen-
nium Stage, making the performing arts accessible to people worldwide.

Although the monument building is located in Washington, the Center is a vital
presence in communities throughout the United States through its tours of per-
forming companies, grant programs, and educational programs, and through its
electronic “stages,” radio, television and the World Wide Web.

HISTORY

The Kennedy Center originated with the administration of President Dwight D.
Eisenhower who envisioned a national center for the performing arts in the nation’s
capital. In 1958, President Eisenhower signed into law the bipartisan legislation
known as the National Cultural Center Act (Public Law 85-874), which established
the Center as an independently administered bureau of the Smithsonian. Following
the death of President John F. Kennedy in 1964, Congress named the National Cul-
tural Center after the late president. The Center was established as a living memo-
rial with a mandate to the Board to present performing arts programming and to
be a leader in the arts in education.

The original act of 1958 charged the Board of Trustees with responsibility for con-
structing and administering the nation’s center for the performing arts. The Ken-
nedy Center was constructed between 1964 and 1971 with a combination of private
contributions of $34.5 million, Federal matching funds of $23.0 million, and $20.4
million in long-term revenue bonds held by the U.S. Department of Treasury. Doz-
ens of foreign countries gave gifts of building materials, chandeliers, artwork and
artifacts.

The facility opened to an eager public in September, 1971, with three operating
theaters. The public visited the monument in numbers that exceeded all expecta-
tions. In 1972, Congress authorized the National Park Service to provide mainte-
nance, security, and other services necessary to maintain the public building.
Friends of the Kennedy Center volunteers provided visitor and interpretive services,
as they do to this day.

Between fiscal year 1972 and fiscal year 1995, the National Park Service received
direct annual appropriations for the operations and maintenance and repair of the
presidential monument.

By 1993, the building showed significant signs of deterioration. The Board of
Trustees, with the support of the Department of Interior, sought a more efficient
approach to management of the building, with one entity responsible for both tend-
ing to the physical plant and for the activities of the living memorial. In 1994, with
bipartisan support from Congress and the administration, legislation was enacted
(P. L. 103-279), which authorized the transfer to the Board of all appropriated fund
responsibilities, as well as 55 full-time equivalent National Park Service employees,
and all unexpended balances of funds previously appropriated to the National Park
Service. The transfer of authority was effective October 1, 1994.

Since the transfer, the Board has prepared, with regular updates, a Comprehen-
sive Building Plan, which establishes a program to bring the monument up to cur-
rent life safety and accessibility standards by the year 2009.

We have already accomplished much, with completion of parking garage renova-
tions, the replacement of the roof and the roof terrace and antiquated HVAC sys-
tems, and renovation of the Concert Hall. The next major focus of our building reha-
bilitation program is the Center Block of the building, including the Opera House.
This 3-year program is beginning this fiscal year.

BOARD OF TRUSTEES

The Center’s originating statute (20 U.S.C. 76h) established a Board of Trustees
to maintain and administer the Center. Since 1996, the Chairman of the Board has
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been James A. Johnson. I, as president, direct the day-to-day operations of the Cen-
ter. Kenneth Duberstein and Alma Powell are Vice Chairmen of the Board.

The Kennedy Center Board of Trustees consists of 49 members: Thirty citizen
members serving 6-year terms are appointed by the President of the United States;
nine ex-officio members represent local and Federal Government agencies; and ten
members represent the legislative branch, five each from the Senate and House of
Representatives. A list of current Board members is submitted with this statement.

As required by the Kennedy Center Act (20 U.S.C. 761), the Board reports annu-
ally to the U.S. Congress on both its appropriated fund and trust fund operations.
In addition, the Board reports annually to the Secretary of Education on its national
performing arts in education activities.

THE KENNEDY CENTER BUILDING

The monument from which the Board operates and serves the visiting public and
the scope of the Board’s operations are immense. The building is open to the public
365 days each year, from 10:00 a.m. until midnight. Of the 4.5 million visitors annu-
ally, as many as 700,000 take advantage of the Kennedy Center’s free shuttle bus
service to and from METRO.

The building consists of 1.5 million square feet of usable floor space and is con-
structed on 17 acres of land. It contains six operating theaters and two stages for
free performances in the Grand Foyer, three public restaurant facilities, nine special
event rooms, five public galleries, halls and foyers, 11 rehearsal rooms for rehears-
als and education programs. The Center’s Facility Management staff maintains com-
plex heating and cooling systems, 23 elevators and six sets of escalators, 133 rest-
rooms, more than 2,000 doors, 13 mechanical rooms, 108 crystal chandeliers, and
200 valuable paintings, sculptures, tapestries and textiles. Support systems in the
building often operate at capacity in excess of 18 hours a day, seven days a week,
365 days a year.

SOURCES OF INCOME

Since the start of fiscal year 1995, the Board has been responsible for all appro-
priated and non-appropriated fund activities at the Center. The annual operating
budget of the Center now is more than $100 million.

Performing arts programming and administration represent 80 percent of the
Center’s total operating budget. Ticket sales (50 percent); other earned income (20
percent); and grants and contributions (30 percent) support programming activities
of the Board. The Board of Trustees raises $30 million in grants and contributions
%)er year, roughly the current annual level of direct appropriations, $32 million dol-
ars.

The Center’s success is based on a public/private partnership: the government pro-
vides funding for the care of the monument building—a Federal asset, and the
Trustees raise all the funding required for the artistic and educational programming
of the living memorial. Federal appropriated funds make up 20 percent of the Cen-
ter’s total operating budget. The annual appropriation of approximately $32 million
is made to the Board of Trustees for the operation, maintenance, and capital repair
of the building. Appropriated funds are used only for basic operational expenses
such as utilities, housekeeping, security, minor repair and maintenance, and capital
repair. I would note for the Committee that the Center’s authorizing statute specifi-
cally prohibits the use of appropriated funds for direct expenses incurred in the pro-
duction of performing arts attractions.

USE OF APPROPRIATED FUNDS

Federal funds appropriated annually to the Kennedy Center comprise two sepa-
rate accounts: (1) operations and maintenance, and (2) capital repair. The appropria-
tion for the operations and maintenance account for fiscal year 1999 was
$12,187,000. The capital repair appropriation was $20 million, the authorized limit
established last year in Public Law 105-226 to allow the Board to continue with
the Comprehensive Building Plan to bring the facility into compliance with fire and
life safety codes as well as Americans with Disabilities Act (ADA) requirements
while maintaining the functionality of the structure.

The Federal appropriations received in the current fiscal year cover basic oper-
ational expenses of the Federal building, including utilities, housekeeping, minor re-
pair and maintenance, security, and interpretive services. A portion of these annual
operating funds are allocated to reducing a significant minor repair backlog that ac-
cumulated over many years and the cost of which is estimated at $9.5 million. Ap-
propriated funds are also expended for capital repair and replacement of the Cen-
ter’s antiquated building systems. Under our capital repair program, we are bring-
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ing the building, designed in the mid- 1960’s, up to current accessibility and fire and
life safety codes while maintaining the functionality of the facility.

Since assuming control of building operations, maintenance, and capital repairs,
the Board has implemented several measures to streamline operations and increase
efficiencies aspects of appropriated fund management. The Board retains the serv-
ices of the General Services Administration for contract and financial management
services, engages the services of other agencies such as the Army Corps of Engi-
neers and the National Park Service to assist in performing various procurement
functions, and employs an in-house contracting officer to supervise and facilitate
contracting for goods and services. Policies such as these have proven successful in
keeping the Center’s overhead as low as possible.

During the last fiscal year, the Center completed installation of an integrated fa-
cility management information system that allows us to enhance our performance
on a work order by work order basis, and promote improved preventative mainte-
nance. The Board has improved security operations at the Center by increasing the
number of officers and upgrading the quality of the guard force.

The Board’s management of the capital repair account has yielded the successful
completion of many capital repair projects. Since fiscal year 1997, the Board has fa-
cilitated installation of a new heating and cooling system. When it opened in 1971,
the Kennedy Center was the world’s largest all-electric facility and until 1997, was
still using its original chillers that had become inefficient to the point of obsoles-
cence. Other successful projects include the complete replacement of the main roof
and roof terrace materials—which has resulted in a greatly improved roof drainage
system, and accessibility and fire safety rehabilitation work in the Concert Hall.
Both of these projects were on time and on budget. The newly renovated Concert
Hall offers patrons with disabilities a totally accessible hall with wheelchair accom-
modations in all sections of the hall. Egress for all patrons had been improved, and
appropriate fire safety systems are in place.

FISCAL YEAR 2000 OPERATIONS AND MAINTENANCE PROGRAM

The Center’s request for fiscal year 2000 funding for the operations and mainte-
nance account totals $14.0 million. This is an increase of $1.0 million over the fiscal
year 1999 request and is consistent with the Kennedy Center’s long-range oper-
ational plans to adequately maintain the structure to avoid increased deferred main-
tained such as that which accumulated from 1971 through 1994. This increase in
funds is required to address a portion of the backlog of minor repair work items fac-
ing the Center while maintaining building operations and maintenance at current
levels. In addition to minor repair needs, the operations and maintenance account
also covers utilities and basic operations and provides for a proactive routing main-
tenance program which over time will alleviate the compounding backlog of minor
building repairs. A decrease in the budgeted request will adversely affect the Cen-
ter’s program to reduce the accumulated minor repair backlog, because virtually all
other operation and maintenance expenses such as electricity and water and sewer,
security and life safety, building personnel costs are not discretionary. A decrease
in minor repair expenditures will increase future operating and capital repair costs.
The operations and maintenance account funds personnel compensation and benefits
for 49 full-time equivalent (FTE) personnel. This FTE level is unchanged from the
fiscal year 1999 level. The operations and maintenance request reflects a 3.1 percent
Federal pay-raise adjustment.

FISCAL YEAR 2000 CAPITAL REPAIR PROGRAM

The Center’s request for fiscal year 2000 funding for the capital repair program
is $20.0 million, level with the fiscal year 1999 request. This amount will allow the
Center to continue with Phase 2 of its Comprehensive Building Plan which includes
modifications to the Center Block of the building to bring the facility into compli-
ance with current Americans with Disabilities Act (ADA) requirements and fire and
life safety codes.

The capital repair account funds personnel compensation and benefits for six full-
time equivalent (FTE) personnel. This FTE level is also unchanged from the current
fiscal year. The capital repair request reflects a 3.1 percent Federal pay-raise ad-
justment

GENERAL ACCOUNTING OFFICE (GAO) AUDIT REQUIREMENT

Under Public Law 103-279, the 1994 Amendments to the Kennedy Center Act,
the GAO was required to audit the appropriated fund accounts of the Kennedy Cen-
ter every three years. GAO has concluded its first audit since the Kennedy Center
assumed responsibility for operations and maintenance and capital repair of the
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building. After reviewing the accounts and procedures, GAO reported no problems.
Instead, GAO recommended that their 3-year audit requirement be terminated be-
cause it duplicates the annual audit by the Kennedy Center’s certified public ac-
countant, whose report is submitted to the Congress.

KENNEDY CENTER ARTISTIC PROGRAMMING

Performance and education are our primary goals at the Center. More than 3,500
Eerformances are presented annually. Since it opened in 1971, the Kennedy Center

as:

—produced and presented works by many of America’s most talented playwrights;

—participated in strengthening musical theater through producing and touring
revivals of great American musicals and developing new works;

—diversified its programming through partnerships with local and national per-
forming arts and educational institutions;

—entered a new and exciting phase in orchestral music with Leonard Slatkin as
the artistic director of the National Symphony Orchestra, and in jazz under the
direction of Dr. Billy Taylor; and

—commissioned new works by American playwrights, composers, and choreo-
graphers.

The Kennedy Center has a special responsibility to support, present, and produce
American artists and places special emphasis on American-bred forms like jazz, mu-
sical theater, modern dance, and on the range of cultural influences that are Amer-
ican. The Kennedy Center’s commitment to developing new works and nurturing in-
novative artists 1s also reflected in its theatrical productions and commissions,
which range from blockbuster revivals of classic American musicals to new works
for youth and family audiences. (The Center’s co-production of Titanic received the
1997 Tony Award for Best Musical.) The Kennedy Center Fund for New American
Plays, now in its 13th year, has helped develop more than 50 works, including three
Pulitzer Prize winners, and more recently, a new work by former U.S. Poet Laureate
Rita Dove, The Darker Face of the Earth, which was produced at the Kennedy Cen-
ter last season.

The Kennedy Center continues to be a national leader in the creation and preser-
vation of American dance. This season marks the inauguration of a major 3-year
commissioning initiative celebrating two of our great American indigenous art
forms, modern dance and jazz. Already we have presented new works by David Par-
sons, Pilobolus and Paul Taylor. Next month, Kennedy Center audiences will see a
commissioned world premiere by Bill T. Jones featuring a composition by jazz great
Fred Hirsch.

The Kennedy Center’s artistic affiliate, the National Symphony Orchestra, next
month will embark on its seventh American Residency program. The NSO will trav-
el to Mississippi for an extended residency featuring more than 140 public and in-
school performances, master classes for young musicians, workshops for teachers,
and cultural exchanges. In past years, the NSO has conducted residencies in Ala-
bama, Alaska, Louisiana, Maine, Montana, Wyoming, and Arizona, bringing the or-
chestra to states not served by major symphony orchestras. During last year’s resi-
dency in Alabama, tens of thousands of people, from pre-schoolers to senior citizens,
participated in about 150 performances and educational events. From each of the
residency states, a local composer is commissioned to create a work for the NSO,
a teacher is chosen for the intensive Kennedy Center/NSO Teaching Fellowship at
the Center, and several young music students are chosen to travel to the Center
for the NSO’s month-long Summer Music Institute.

KENNEDY CENTER EDUCATION PROGRAMMING

For more than two decades, the Kennedy Center has shown through its local and
nationwide arts education programs that the inclusion of the performing arts in a
broad-based curriculum dramatically improves the quality of a child’s educational
experience. The Center has played a leadership role in making the arts an integral
part of the curriculum of America’s schools, as mandated in the Kennedy Center
Act, through its professional development programs for teachers; its performances
for young people and families; its programs that help arts centers and their local
school districts work together; its professional training programs for young musi-
cians, actors, and dancers; its residency programs; and much more. All told, the
Kennedy Center’s programs in arts education reach more than 4.5 million people
across the United States each year.

The Kennedy Center is working with partners across the nation to improve the
quality of education through the inclusion of the arts. The arts teach discipline, in-
spire creativity, and help young people to set and reach goals. The arts help good
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teachers teach better and makes participating schools’ exciting, challenging places
for children—places where they are encouraged to explore, to think creatively, and
to reach their full potential.

The leadership of the Kennedy Center in education is in evidence in communities
across the country. Just a few programs are:

Kennedy Center Performing Arts Centers and Schools Program

67 participating teams representing 37 States (The Center last month hosted its
eighth annual meeting in Washington, D. C. Team members attended workshops
and activities to further strengthen their community partnerships).

Teacher Development Workshops

Since 1994, the Performing Arts Centers and Schools teams in conjunction with
the Kennedy Center have presented 202 professional development opportunities for
teachers in more than 32 States.

Kennedy Center Imagination Celebration On Tour

The Kennedy Center commissioned and produced three new productions: Brothers
of the Knight, freely adapted from Twelve Dancing Princesses, written, directed, and
choreographed by Debbie Allen, and composed by James Ingram; Louisa May Al-
cott’s classic Little Women, adapted by playwright Paulette Lauder and directed by
Albert Takazauckas; and The Nightingale, which combined dance, music, martial
arts and narration, conceived and choreographed by Dana Tai Soon Burgess, written
and directed by Mary Hall Surface and composed by David Maddox.

The Kennedy Center’s production of Judy Blume’s Tales of a Fourth Grade Noth-
ing toured nationally last year with 147 performances in 45 venues in 21 States.

Kennedy Center Alliance for Arts Education Network

46 independent State Alliance organizations are operating in partnership with the
Kennedy Center for the inclusion of the arts in every child’s education.

Kennedy Center American College Theater Festival

Participation by more than 400,000 college students representing more than 600
colleges and universities throughout the United States.

National Symphony Orchestra

During its 1998 American Residency in Alabama, the NSO participated in 150
events in 10 days. This successful residency follows those in Alaska, Arizona, Lou-
isiana, Maine, Montana and Wyoming. Next month the NSO will travel to Mis-
sissippi for its 1999 Residency.

Summer Music Institute

Since 1993, 221 high school and college students from more than 22 States have
participated in this program that offers young musicians master classes, ensemble
training and performance opportunities in Washington, DC.

One of the most exciting things about the Center’s education activities is that they
transcend both the Center itself and the classroom. Under a cooperative agreement
with the National Endowment for the Arts and the U.S. Department of Education,
the Kennedy Center for several years has been home to ARTsEDGE, an interactive
communications network designed to provide practical, useful and easily-accessible
information important to teachers, artists, parents, and anyone concerned with the
inclusion of the arts in the education of young people.

More than 10,000 visits per day are received on ARTsEDGE. ARTSEDGE can be
accessed through the Kennedy Center’s Home Page on the World Wide Web. The
Center’s Home Page provides complete information for patrons and visitors on the
Center’s artistic and education programming and its status as a living presidential
memorial. Patrons can now purchase tickets directly through the Center’s Home
Page at: http:/kennedy-center.org.

In addition, a series of live interactive educational programs featuring Kennedy
Center artists are broadcast through the Prince William County Public Schools
Media Network over educational TV cable channels to school districts locally and
across the country.

PERFORMING ARTS FOR EVERYONE

More than four and a half million visitors pass through the doors to the Kennedy
Center each year. Transportation for these visitors is facilitated by ShowShuttle, the
METRO shuttle service funded by the Kennedy Center Board through trust funds.
More than 720,000 riders now use this service. Roughly half of those visitors come
to the Center solely to visit the presidential memorial. Twenty-five years after the
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Center first opened its doors to the public as the sole national monument to the late
president, the Board continuously looks for new ways to provide a more engaging
and exciting interpretive experience for visitors.

To compliment the work of the 650 Friends of the Kennedy Center volunteers who
perform a range of visitor services, plans are currently underway for the interpre-
tive program to include informative kiosks, displays, and printed materials, and a
top-notch, continuously running, wide-screen format film telling the story of the per-
forming arts in America.

As the national center for the performing arts, the Kennedy Center is committed
to bringing quality and diversity to its stages and the Board of Trustees places the
highest of priorities on making the arts accessible to all Americans. Just two weeks
ago, on March 1, 1999, the Center celebrated the second anniversary of the Millen-
nium Stage—where free daily performances take place in the Grand Foyer. Two
years ago, the Center launched “Performing Arts for Everyone,” a program designed
to expand and increase access to the performing arts for local area residents and
visitors to the nation’s capital through free daily performances at the Center. Every
evening, seven days a week, 52 weeks a year, there is a free performance on the
Millennium Stage and tickets are never required. With this new program, the Cen-
ter has attracted more than 400,000 persons in the last two years, many of them
new to the Kennedy Center, and some of them attending a live performance for the
very first time. Last year, the Kennedy Center brought the Millennium Stage to
Capitol Hill during the summer months for free concerts on the Capitol grounds
every Tuesday and Thursday at noon. More than 4,000 visitors to the nation’s cap-
itol enjoyed the concerts provided for with private funds.

The Center also presented artists and performing groups from 49 States through
the State Days series of free performances on the Millennium Stage.

The Kennedy Center continues its tradition of offering free public events by spon-
soring its annual month-long Holiday Celebration that showcases more than 30 local
performance groups and attracts more than 20,000 patrons. The annual Kennedy
Center Open House will kick off the millennium season in September with a day
of free performances on stages throughout the building. The Center’s larger-than-
ever free Open House celebration is attended annually by more than 30,000 people.

Since September, 1971, the Kennedy Center has conducted a reduced-price ticket
program for students, disabled persons, senior citizens over age 65, enlisted military
personnel, and others on limited incomes. More than 50,000 individuals per year see
performances at half price through this program. The Center has expanded its re-
duced-price program to offer half-price, day-of-performance tickets to all patrons
through TICKETplace, a facility at the Old Post Office on Pennsylvania Avenue.
The Center also regularly schedules “pay what you can” days allowing the public
to pay whatever they can afford for regular performances.

With more than 3,500 performances in Washington alone, and hundreds of tour-
ing performances, workshops, and other activities across the country, the Center’s
doors are open to everyone.

CONCLUSION

Recognizing that the challenges are great, the Kennedy Center is enthusiastic
about its mission. The Trustees, employees, educators, and artists associated with
the Kennedy Center are committed to the congressional mandate established for
this living memorial.

We are appreciative of the support in Congress for our programs and for the
unique public/private partnership that is the basis for the Center’s financial success.
I am grateful for this opportunity to submit a statement to the subcommittee and
would be pleased to respond to any questions you might have.

1998 AMERICAN COLLEGE THEATER FESTIVAL PARTICIPANTS

UNIVERSITY/COLLEGE
University of Alabama, Tuscaloosa, AL Auburn University, Auburn, AL
Troy State University, Troy, AL Huntingdon College, Montgomery, AL
University of Alabama at Birmingham, Jacksonville State University,
Birmingham, AL Jacksonville, AL
Auburn University at Montgomery, University of Alaska, Anchorage, AK
Montgomery, AL Phoenix College, Phoenix, AZ

University of South Alabama, Mobile, AL Glendale Community College, Glendale,
University of Montevallo, Montevallo, AL AZ
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Scottsdale Community College,
Scottsdale, AZ

Pima Community College, Tucson, AZ

Eastern Arizona State University,
Thatcher, AZ

University of Arizona, Tucson, AZ

Lyon College, Batesville, AR

Philander Smith College, Little Rock, AR

Ulgversity of Central Arkansas, Conway,

R

University of Arkansas, Little Rock, AR

University of Arkansas at Fayetteville,
Fayetteville, AR

Arkansas State University, Beebe,
Beebe, AR

Ouachita Baptist University,
Arkadelphia, AR

University of the Ozarks, Clarksville, AR

Henderson State University,
Arkadelphia, AR

Southern Arkansas University,
Magnolia, AR

Arkansas Tech University, Russellville,

R

El Camino College, Torrance, CA

Fullerton College, Fullerton, CA

American River College, Sacramento, CA

City College of San Francisco, San
Francisco, CA

Cypress College, Cypress, CA

College of Notre Dame, Belmont, CA

California State University, Fresno,
Fresno, CA

Fresno City College, Fresno, CA

California State University, Fullerton,
Fullerton, CA

California State University, Dominguez
Hills, Carson, CA

California State University, Los Angeles,
Los Angeles, CA

Chapman University, Orange, CA

Diablo Valley College, Pleasant Hill, CA

University of California, Berkeley,
Berkeley, CA

California Lutheran University,
Thousand Oaks, CA

California State University, Stanislaus,
Turlock, CA

California State University, Chico,
Chico, CA

California State University, Sacramento,
Sacramento, CA

Stanford University, Stanford, CA

Loyola Marymount University, Los
Angeles, CA

California State University, Hayward,
Hayward, CA

Cerritos College, Norwalk, CA

Chabot College, Hayward, CA

Citrus College, Glendora, CA

Concordia University, Irvine, CA

California State University, Bakersfield,
Bakersfield, CA

University of Redlands, Redlands, CA

Ventura College, Ventura, CA

Humboldt State University, Arcata, CA

Santa Ana College, Santa Ana, CA

LO(S; AAngeles Valley College, Van Nuys,

Grossmont College, El Cajon, CA

Cuesta College, San Luis Obispo, CA

Compton Community College, Compton,
CA

Senator GORTON. Before we go to Mr. Powell, we have the chair-
man of the Appropriations Committee here. Since my ability to
fund each and every one of you will depend on the allocation that
Senator Stevens provides for me, we will defer to him for any re-
marks that he would like to make.

Senator STEVENS. I'm sorry to be late. I have several subcommit-
tees I am going to stop in to visit this morning.

Mr. Chairman, I am delighted to see so many friends here, and
sad to hear about your departure, Lee. We’ll have to talk about
that some other time. But, indeed, it is nice to see you here in your
new capacity representing the Wilson Center.

I have no questions at the moment.

Thank you very much.

SUMMARY STATEMENT OF EARL A. POWELL, III

Senator GORTON. Mr. Powell.

Mr. POwWELL. Thank you, Mr. Chairman, Senator Stevens. It is
my pleasure to be here with you this morning, and I want to thank
you for the opportunity to meet with the subcommittee about the
National Gallery of Art. We are pleased to present our fiscal year
2000 budget for the Senate’s consideration.

We have also submitted a longer statement for the record, but
I will go through an overview of that here and will be available,
of course, for questions afterwards.
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The National Gallery of Art is dedicated to serving the country
by preserving, collecting, exhibiting, and encouraging the under-
standing of works of art at an exemplary level. Over the years, the
Gallery has consistently hired and retained the best available cura-
torial, educational, and management staffs. Day-to-day operations
support our mission through the care, maintenance, and security of
the works of art and the facilities.

The National Gallery is unique in the Nation in many ways. It
is one of the great examples of a public/private partnership. It is
not only an art museum of the first rank but an institution of high-
er learning created and sustained by government and private citi-
zens.

The Gallery’s founder, Andrew W. Mellon, set a standard for ar-
tistic excellence which the Gallery has consistently maintained.
Through a joint resolution adopted in 1937, the Congress accepted
Mr. Mellon’s gift to the people of the United States and pledged to
provide funds for the upkeep, administration, and operations of the
Gallery, including the protection and care of works of art, so that
the National Gallery would be open to the general public free of
charge.

All works of art in the National Gallery collection have been ac-
quired by donation or through purchases with private funds. A col-
lection of international stature has been created by the generosity
of some 2,000 donors who have presented the Nation with approxi-
mately 100,000 works of art.

This spirit of philanthropy, coupled with an understanding and
supportive government, has created a remarkable institution in the
National Gallery of Art.

As a further example of this partnership, in the Gallery’s imme-
diate future is the opening in late May of this year of the National
Gallery of Art Sculpture Garden which is in construction on the
Mall. Many of you may have watched its emergence over the last
several years in the six-acre block adjacent to the West Building
on Constitution Avenue.

Designed to offer year-round enjoyment to the public in one of
the most preeminent locations on the National Mall, the Sculpture
Garden features flexible spaces to display outdoor sculpture in the
Gallery’s collection. In the winter, the fountain will return to an ice
skating rink, long a favorite to Washington area residents and
tourists.

The Sculpture Garden is made possible by a 1991 agreement
signed by the National Park Service and the Gallery and approved
by the National Capital Planning Commission that transferred ju-
risdiction of the site from the Park Service to the Gallery. Con-
struction of the National Gallery Sculpture Garden has been made
possible by a gift from the Morris and Gwendolyn Cafritz Founda-
tion.

FISCAL YEAR 2000 REQUEST

The fiscal year 2000 appropriation request, in line with the Gal-
lery’s strategic plan, focuses on two basic areas: continued funding
at the present no-growth level of our day-to-day operations and
special exhibitions program, plus essential monies for the repair,
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restoration, and renovation of the Gallery’s two architecturally im-
portant buildings.

The National Gallery’s Federal funds request to Congress for fis-
cal year 2000 is $67,749,000, a net increase of $3,500,000 compared
to the 1999 budget. This includes $3,391,000 for mandatory/uncon-
trollable costs, and $109,000 for five FTE’s for security of the new
Sculpture Garden.

A major priority for the Gallery is and will continue to be the up-
keep of the West and East Buildings, important national monu-
ments as significant as the great works of art which they house.
The West Building will be 59 years old in 2000. The East Building
will be 22 years old.

It is not surprising, therefore, that the Gallery faces a steady on-
going program of repairs and renovations to keep these buildings
functioning efficiently, securely, and safely.

Recognizing the need for a planned, comprehensive program of
building and system repairs and maintenance, a master facilities
plan was developed for the Gallery in order to determine when re-
placement of a building system or component is appropriate for in-
clusion in future budget requests. $6.3 million of our total request
is for the repair, restoration, and renovation account.

This funding will allow us to work on two groups of master facili-
ties plan projects, structural exterior repairs and restoration and
interior mechanical/electrical equipment replacements, plus contin-
ued work on the fire protection system which is presently under-
way, as well as the ongoing renovation program.

I am pleased to report that we are nearing completion of the
West Building’s skylight and building automation projects and
much of the fire protection project. I want to take this opportunity
to thank the chairman, the subcommittee, and the U.S. Senate for
the support so crucial to these projects.

When completed, the skylight project will allow the Gallery to re-
open all of the permanent galleries in the West Building, and it
will be the first time in many, many years we will have been able
to show the entire range of the Gallery’s collections in that build-
ing.
The fiscal year 2000 special exhibition schedule is an ambitious
and international one. It will include exhibitions such as Art Nou-
veau 1890-1914, a thematic exploration of the first expansive,
worldwide modern art movement; The Triumph of the Baroque: Ar-
chitecture in Europe, an architectural models show that will
present a panorama of architecture in Europe at this exciting time,
which builds on the very successful Renaissance Models exhibition
we had several years ago; and Monet and the Impressionists at
Argenteuil, a selection of more than 50 paintings, some of the most
Iyrical and dazzling pictures of the day by the major impression-
ists, including Monet, Manet, and Renoir. The Gallery will also
honor Paul Mellon with an exhibition focusing on Degas and other
works drawn from his many gifts to the Nation over many years.

In 1998, we welcomed over 5.3 million visitors from all 50 States,
the District of Columbia, and U.S. territories and some 80 foreign
countries. The crucial, ongoing support of Federal funding makes
it possible for the American people and visitors from around the
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vxﬁ)rld to visit the Gallery 7 days a week, 363 days a year, free of
charge.

Access to the Gallery’s collection and educational programs has
been increased by the dramatic development of our web site,
launched just 2 years ago. In calendar year 1998, the Gallery Web
site had 23,000 to 27,000 visitors per day, bringing our resources
to national and international audiences. It has won innumerable
awards for its content as well as its design.

On the eve of the new millennium, the Gallery looks forward to
continuing on a path set in place over a half century ago, dedicated
to the vision and high standards of excellence established by An-
drew W. Mellon and the 1937 joint resolution of Congress.

PREPARED STATEMENT

Mr. Chairman and subcommittee members, the Gallery is very
appreciative and grateful for your continuing support. I will be
happy to answer questions following the other testimony.

Senator GORTON. Thank you very much.

[The statement follows:]

PREPARED STATEMENT OF EARL A. POWELL, IIT

Mr. Chairman and Members of the Subcommittee, it is my pleasure to be here
with you this morning. Thank you for the opportunity to meet with the sub-
committee about the National Gallery of Art. We are pleased to present our fiscal
year 2000 budget for the Senate’s consideration.

The National Gallery of Art is dedicated to serving the country by preserving, col-
lecting, exhibiting, and encouraging the understanding of works of art at an exem-
plary level. Over the years the Gallery has consistently hired and retained the best
available curatorial, educational, and management staffs. Day-to-day operations
support our mission through the care, maintenance, and security of the works of art
and the facilities.

The National Gallery is unique in the nation. It is not only an art museum of
the first rank but an institution of higher learning created and sustained by govern-
ment and private citizens. The National Gallery’s founder, Andrew W. Mellon, set
a standard for artistic excellence which the Gallery has consistently maintained.

The use of Federal funds to operate the National Gallery stems from the 1937
Joint Resolution of Congress, which accepted Andrew W. Mellon’s unprecedented
gift to the people of the United States. Mr. Mellon’s gift consisted of his art collec-
tion, funds to construct a building (now the West Building) and an endowment fund.
Mr. Mellon stipulated that the gift not bear his name so that other Americans might
“contribute works of art of the highest quality to form a great national collection.”

The National Gallery is a model of public-private partnership by its creation. In
accepting Andrew Mellon’s gift the Congress, in turn, pledged the faith of the
United States to provide funds for the upkeep, administration, and operations of the
Gallery, including the protection and care of works of art subsequently acquired by
the Board of Trustees so that the National Gallery would be open to the general
public free of charge.

All works of art in the National Gallery collection have been acquired by donation
or through purchase with private funds. A collection of international stature has
been created by the generosity of some 2,000 donors who have presented the nation
with approximately 100,000 works of art. This spirit of philanthropy, coupled with
an understanding and supportive government, has created a remarkable institution
in the National Gallery of Art.

As a further example of this partnership, in the Gallery’s immediate future is the
opening in late May of this year of the National Gallery of Art Sculpture Garden.
Many of you may have watched its emergence over the last several years in the six-
acre block adjacent to the West Building on Constitution Avenue. Designed to offer
year-round enjoyment to the public in one of the preeminent locations on the Na-
tional Mall, the Sculpture Garden will feature flexible spaces to display outdoor
sculpture in the Gallery’s collection. The garden will also provide an elegant yet in-
formal setting featuring new plantings of native American species of trees, shrubs,
ground cover, and perennials. In the winter, the fountain will return to the ice skat-
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ing rink, long a favorite, to Washington area residents and tourists. The Sculpture
Garden 1s made possible by a 1991 agreement, signed by the National Park Service
and the Gallery and approved by the National Capital Planning Commission, that
transferred jurisdiction of the site from the Park Service to the Gallery. Construc-
tion of the National Gallery Sculpture Garden has been made possible by The Mor-
ris and Gwendolyn Cafritz Foundation.

The fiscal year 2000 appropriation request, in line with the Gallery’s Strategic
Plan, focuses on two basic areas: continued funding at the present no-growth level
of our day-to-day operations and special exhibitions program, plus essential monies
for the repair, restoration, and renovation of the Gallery’s two architecturally impor-
tant buildings.

The National Gallery’s Federal funds request to Congress for fiscal year 2000 is
$67,749,000, a net increase of $3,500,000 compared to the 1999 budget. This in-
cludes $3,391,000 for mandatory/uncontrollable costs, and $109,000 for five FTEs for
security of the new Sculpture Garden.

A major priority for the Gallery is and will be the upkeep of the West and East
Buildings, important national monuments as significant as the great works of art
which they house. The West Building will be 59 years old in 2000; the East Building
will be 22 years old. It is not surprising, therefore, that the Gallery faces a steady,
ongoing program of repairs and renovations to keep these buildings functioning effi-
ciently, securely and safely.

Recognizing the need for a planned, comprehensive program of building and sys-
tem repairs, a Master Facilities Plan was developed for the Gallery in order to de-
termine when replacement of a building system or component is appropriate for in-
clusion in future budget requests. Providing an organized framework for a com-
prehensive and effective implementation of infrastructure improvements and ren-
ovations, the Master Facilities Plan will phase in major repairs and systems re-
placements over the next decade. The intent is to successfully identify those projects
that will ensure the continued high performance of the Gallery facilities and to min-
imize the impact on visitors and Gallery programs while proactively maintaining
these national monuments for many generations to come.

$6.3 million of our total request is for the Repair, Restoration and Renovation ac-
count. This sum will allow us to continue work on two groups of Master Facilities
Plan projects: “Structural/Exterior Repairs and Restoration,” and “Interior Mechan-
ical/Electrical Equipment Replacements,” plus continue work on the “Fire Protection
System” as well as the ongoing renovation program. I am pleased to report that we
are nearing completion of the West Building Skylight and Building Automation
projects, as well as much of the Fire Protection project. I would like to take this
opportunity to thank the Chairman, the Subcommittee, and the United States Sen-
ate for the support so crucial to these projects.

The fiscal year 2000 special exhibition schedule is an ambitious and international
one. The year includes exhibitions such as: Art Nouveau 1890-1914, a thematic ex-
ploration of the first expansive, worldwide “modern art” movement; The Triumph
of the Baroque: Architecture in Europe 1600-1750, an architectural models show
that will present a panorama of architecture in Europe at that exciting time; and
Monet and the Impressionists at Argenteuil, a selection of more than fifty paintings
by the six major Impressionists—Monet, Boudin, Caillebotte, Manet, Renoir, and
Sisley—who were fascinated by this site in France and who painted many of the
most lyrical, dazzling, and progressive pictures of the day at Argenteuil. The Gallery
will honor Paul Mellon with an exhibition focusing on Degas and other works drawn
from his many gifts to the American public.

Federal operating funds have a multiplier effect specifically for special exhibitions.
Private funding from corporate and foundation sponsors match Federal dollars to
cover exhibition costs. Many museums in this country and abroad look to the Gal-
lery to organize and to share major special exhibitions. Recent examples of exhibi-
tions originating at the Gallery and then traveling to other venues include Van
Gogh’s Van Goghs, now at the Los Angeles County Museum of Art; the Mark
Rothko survey at the Whitney Museum of American Art in New York; and the M.
C. Escher graphics exhibition now at Norfolk, Virginia’s Chrysler Museum. Our cur-
rent major exhibition of the works of John Singer Sargent will be on view this sum-
mer at the Museum of Fine Arts, Boston.

Last year, we welcomed over 5.3 million visitors from all 50 States, the District
of Columbia, and U.S. territories, and from some 80 foreign countries. The crucial,
ongoing support of Federal funding ensures the operations of the Gallery and the
protection and care of the works of art. This support makes it possible for the Amer-
ican people, and visitors around the world, to the visit the Gallery seven days a
week, 363 days a year, free of charge. Access to the Gallery collection and edu-
cational programs has been increased by the dramatic development of our Web site,
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launched just two years ago. (http://www.nga.gov). In calendar year 1998, the Gal-
lery web site had 23,000 to 27,000 visitors per day, bringing our resources to na-
tional and international audiences.

On the eve of the new millennium, the Gallery looks forward to continuing on the
path set in place over a half century ago, dedicated to the vision and the high stand-
ards of excellence established by Andrew W. Mellon and the 1937 Joint Resolution
of Congress.

Mr. Chairman and Subcommittee members, the Gallery is very appreciative and
grateful for your continuing support. I will be glad to answer any questions you may
have about the National Gallery, its operations, and its programs.

SUMMARY STATEMENT OF I. MICHAEL HEYMAN

Senator GORTON. Well, at least for the purposes of this sub-
committee, Mr. Heyman, your swan song.

Mr. HEYMAN. Let me start with thanking you very much for your
kind words. I really regret leaving the Smithsonian immensely. It
is a wonderful place. But I must say, I also look forward to return-
ing to the Bay Area and to renewing my ties with the University
of California, which is what I will be doing.

My priority as Secretary has been to maintain the quality of the
programs that we offer and to enhance the visitors’ experience
while touring our museums and utilizing our research facilities.
Each time I come to a hearing when my colleagues and I are to-
gether I think how fortunate they are to be dealing with one or two
buildings.

I deal with 16 museums, four very large research facilities, and
a number of others at the National Zoo, all of which is extraor-
dinarily exciting, but it is somewhat difficult to keep my arms
around all of them.

AFFILIATIONS PROGRAM

I have been quite dedicated, as I think many know, to sharing
the experience that one has, for instance here in Washington, with
people outside of Washington and to make our programs and collec-
tions more accessible to the nation. We have done that through
three programs, two of which have been enhanced considerably; in
fact, both created during the last four and a half years. One of
those is the Affiliations Program in which we enter into arrange-
ments with local museums or museums that are coming into being,
and under the right conditions, if they can take care of our collec-
tions and can utilize them well, we are willing to make long-term
loans of objects. It seems to me this is a win-win game in many
ways.

It is obviously good for the institutions with which we work, but
it is really very good for the Smithsonian to be able to give access
to collections which otherwise would probably not be seen but rath-
er remain in storage.

We are dealing now with 23 active affiliations. This program
began in 1996, or was created then. We have five that have been
fully implemented and one could watch last week as a huge num-
ber of huge objects from the collections displayed in the Arts and
Industries Building started to go up to Bethlehem, PA where they
will be housed in a new National Museum of American Industrial
History, a 501(c)3 that has been created. It is part of the revival
of the city of Bethlehem in Pennsylvania.
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A huge building has been dedicated, and at the expense of that
museum and its supporters we are curating a very large show on
the history of the American industrial revolution, something we
never could do in the space that we have here. But I think it is
going to be a fine show. The curators in the American History Mu-
seum who are involved in this are very excited with the possibility
of being able to do that.

A lot of other affiliation agreements are being discussed. I think
15 or 20 years from now we are going to look back and think this
program was one of the most important that has been created in
a long time by the Smithsonian in terms of bringing our articles,
our objects, our artifacts elsewhere.

OUTREACH PROGRAMS

We have been doing some very interesting work, as Senator Ste-
vens knows, in Alaska. We have very deep collections of Alaskan
materials. He discovered part of them about 15 years ago with one
of our fine curators at the National Museum of Natural History.

A lot of those now are on tour and on loan to new museums,
small museums, many in native villages in Alaska. That is turning
out to be really a very good program, and an outreach program
which is very important to us.

SMITHSONIAN INSTITUTION TRAVELING EXHIBITION SERVICE

Of course, the Smithsonian Institution Traveling Exhibition
Service goes on, and enlarges, because it has begun to be able to
garner some corporate and foundation support for its programs. In
the packet that I have given to you, you have a good description
of what the SITES projects are and where those tours have been.
One of the programs that SITES runs is called Museum on Main
Street, and it is designed for small, rural communities.

It has 100 participating communities at the moment. If I had at
my hand, Senator Gorton, the five communities in Washington
where we are at the moment, I would recite those. But that is just
an example of the breadth of this program.

We do other kinds of touring, obviously, as you will find out
later, if not before, when the National Museum of American Art
and the National Portrait Gallery are closed because of the renova-
tion of the Patent Office building. We will be touring major collec-
tions from both of those museums around the country.

INTERNET ACCESS

We too are very involved in the Internet. We really got into that
in the last three years or so. It is a bottom-up project at the Smith-
sonian with each of the museums, research institutes, and major
programs having their home page. They are all collected on the
Smithsonian Institution home page, but, in all, we must have 50
hours of materials on the Internet. It covers everything. It covers
exhibitions. It covers collections.

Some of it is technically very sophisticated, and becoming more
so. Right now, we are in the process of putting together a virtual
show for a millennium exhibition which will echo the 150th tour
that we made a few years ago. The people who have been working
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on this in the central administration and the Secretary’s office in
the Smithsonian are showing a lot of ingenuity in terms of the
technical abilities to present that material.

The Internet also permits us to deliver not only informal edu-
cation of the sort that I am talking about, but formal education
also. We are deeply involved with a number of projects. Perhaps in
the lead at the moment is the National Museum of Natural His-
tory, which has been creating segments of new and old courses
which are being used in many contexts.

One of the most interesting ones is an after-school activity for
both the normal school period and also during the summer. That
seems to be working very well.

This is the time for me to put in a plug for that request in the
budget for information systems. Because, basically, it will enable
the Smithsonian to create and enhance the infrastructure for the
Internet and for collection management. It is really absolutely cru-
cial to the growth and the building of this outreach kind of activity.
I could go on with regard to that, but it is all in the testimony
which I have submitted.

VISITORSHIP

I would like to highlight just a few of the things that have been
occurring at the Smithsonian over this past year. I am deleting
most of this because I would go on much too long. But we did
record over 31 million visits this past year to the museums plus the
zoo. That is up about 4 percent from last year. Last year we were
up about 15 percent from the year before. I suspect my colleagues
are having the same experience.

In part, it is because we are all doing wonderful things, and in
part because a lot more people are coming to Washington, which
may have something to do with that. But whether or not that is
the case, the phenomenon is that attendance has been going up a
lot.

STAR-SPANGLED BANNER PRESERVATION PROJECT

On December 1, 1998, we took down the Star-Spangled Banner,
which you know is to be conserved and preserved. We took it down
and it is now in a specially-built container for it. It is soon to be
moved to a conservation lab where the conservation activities will
occur.

That laboratory is designed and has been constructed so people
can watch the actual preservation and conservation of that flag. I
think that exhibit in itself, over the 2-year period, is going to be
a fascinating one and I'll bet you a lot of people are going to be in-
terested in seeing that.

SMITHSONIAN RESEARCH INSTITUTES

You know, we have a number of research institutes. The Smith-
sonian started in 1846, and the first Secretary saw it as a place
of basic research. Soon thereafter, it took on the responsibility for
being a museum. Those two sets of activities, research on the one
hand and a museum or exhibition on the other—because obviously
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a lot of research is related to exhibition—have gone on since the
middle of the nineteenth century.

We have some extraordinary research facilities, including the
Smithsonian Tropical Research Institute in Panama and the Astro-
physical Observatory that is located in Cambridge that, with Har-
vard University, runs the Center for Astrophysics. We have a num-
ber of telescopes in Arizona, and we are in the midst of finishing
the Submillimeter Array on Mauna Kea in Hawaii. SAO is very
big-time, as astronomical organizations go.

SMITHSONIAN ENVIRONMENTAL RESEARCH CENTER

I want to just bring to your attention one that has not had quite
that fame, which is the Smithsonian Environmental Research Cen-
ter, in Edgewater, MD. One of the reasons that I bring it to your
attention is that we have just completed a building with private
funding that permits us to bring student groups, school groups,
down there in a much better way than we could previously.

SERC is involved with estuarine studies. It is involved with the
study of water quality. It is involved with the impact of uses of
land on the quality of water, and the Chesapeake Bay is obviously
an extraordinary place for doing that.

One of SERC’s very large projects is identifying non-native spe-
cies that come to the Chesapeake in the ballast of ships from all
over the world, because when they let the ballast go which they
have picked up in foreign places, out comes not only water but a
whole variety of kinds of animals and flora.

At the moment we are looking at non-native species of bacteria
that can cause cholera. It is a part of the largest research project
in the United States dealing with the origin and the impact of alien
invasive species.

In addition to that, SERC is playing a major role in dem-
onstrating that stream-side forests and restored wetlands can re-
duce nutrient runoff into coastal waters. If one can do that by the
dedication of a relatively small amount of land through natural
means, the opportunity of being able to carry on what otherwise
are viewed as inconsistent uses can be maximized.

SMITHSONIAN’S FISCAL YEAR 2000 BUDGET REQUEST

There is so much more going on in the research institutes that
I would like to share with you, but time presses. I do want to talk
a little bit about our request for fiscal year 2000. We are asking
for $447.4 million, which is an increase of $35.1 million above the
fiscal year 1999 appropriations.

But remember, our responsibilities include 16 museums, a zoo,
and a lot of research facilities. Of this amount, $380.5 million is for
salary and expenses and $66.9 million for our capital program. And
more than half of the S&E requested increase is for mandatories.

The balance, which is $14 million, is for the following: one is for
$2 million and 14 term positions, not permanent positions, at the
Dulles Center to work on the restoration of aircraft for the Dulles
Center when we have raised the money and it is built.

It might seem well in advance of the time that the Dulles Center
will be completed, but at this level we can renovate about four
planes a month. If we are going to be in a position to really fill up
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that Dulles Center by the time that it is completed, we really
should be starting on an enhanced program of renovation and res-
toration right now.

There is $5 million and 11 positions for the National Museum of
the American Indian. Most of this request, actually, is for the Cul-
tural Resources Center in Suitland and for moving the materials
that are stored up in the Bronx down to the new Suitland Cultural
Resources Center, which of course is the place where we are stor-
ing the million artifacts, all that will not be shown in either the
Mall Museum or in the New York location.

Some of that money is for the beginning of exhibition develop-
ment for the Mall Museum when it opens before 2003. That is my
pledge to myself, in any event, that that shall occur.

I mentioned $5 million that we are requesting for collection infor-
mation systems, essentially to support the electronic capture and
digitization of object and specimen images, which is the base work
for everything that we can do with regard to electronic communica-
tion, and $2 million for security system modernization. That $2
million, in addition to the $2 million we got in the budget last year
and the $4.7 million that we got in the emergency supplemental
that went to OMB for Y2K problems, will permit us to finish all
of the internal electronic systems that we have intended to bring
all of that up to high operational capacity.

We probably will be looking for another $3 million to $3.5 million
in the future, but that will be mainly for electronic surveillance on
the perimeters of buildings, not within them or at their entrances,
and to permit us also to think about whether we want to use more
cards for access to portions of buildings. We are not sure that we
think that is such a good idea at the moment, but we want to
evaluate that.

The $2 million this year is going to permit us to finish the inter-
nal electronic security system which will give us a greater sense of
comfort. Our experience with security of this sort has been excel-
lent. We have lost very few things. We have had practically nothing
defaced.

Our insurance rates are about as low as they possibly can be for
a museum. So we have been very fortunate in that regard. Largely,
that has been because we have a security force that is really excel-
lent.

CAPITAL ACCOUNTS

The two remaining items are on the capital side: $47.9 million
for R&R and alteration and modification of facilities, and then $19
million for construction. The $19 million is to finish the National
Museum of the American Indian. I think we will all be relieved
when that occurs. We have run into a little problem, as you well
know, with respect to the architects.

We have replaced the architects in the sense that we have now
taken over the lead in the management of that project, but we have
hired other people to help us. I believe that we are going to bring
that museum in on time. It looks very, very much as if we will.

Clearly, we are not going to bring it in within the original budg-
et, but we are not going to come to the Federal Government for any
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enhancements with respect to construction funds. We will find
other money somehow in the private sector to finish that up.

We are involved with a lawsuit presently, but my lawyer part of
me tells me that I shouldn’t be too worried and maybe I should
look forward to collecting a little rather than being in a position of
liability.

REPAIR, RESTORATION AND ALTERATION OF FACILITIES

That leaves the $47.9 million for R&R. You will recall that in the
past we have analyzed our whole institutional repair and renova-
tion problem. We have indicated that if we got a steady appropria-
tion, inflation adjusted, of course, of $60 million, we could take care
of all of our problems looking forward, and by judicious inspection
and also the time of the use of the facilities. We are very, very con-
fident of that.

Our request at $47.9 million is all that was possible this year.
But I have had conversations with the Office of Management and
Budget and, clearly, if we are not in for major construction again,
they are optimistic about the possibility of including in the Presi-
dent’s budget $60 million. I know I have gotten a lot of support in
the Congress with respect to adequate R&R funds.

The major project that we are indicating that we will be pro-
ceeding with presently is the complete repair and renovation of the
Patent Office Building where the National Portrait Gallery and Na-
tional Museum of American Art and the Archives of American Art
are located.

The Patent Office Building is the fifth oldest building in Wash-
ington and it has not had serious work done in it since 1964. It
really needs a complete job.

We are costing that at $60 million. There are others who think
we should spend considerably more. But we are hopeful that for
$60 million we can replace all of the systems, we can replace the
roof, we can do all of the things that are necessary to bring that
back, and we can increase the public space in the Patent Office
building. We are in for $8 million, the first of four increments that
will be necessary in order to fund this.

There is a request for an advanced appropriation, which would
permit us, of course, to sign a contract for the whole amount. Sign-
ing a contract for the whole $60 million at the outset would save
a lot of money in many ways. I don’t know whether that is going
to be feasible with the Congress.

But if it is not, I would strongly recommend that there be lan-
guage of assurance in the conference committee report, or in the re-
port to the individual houses, that will give us the comfort of being
able to go forward with a contract for the whole.

SECRETARY HEYMAN’S OBJECTIVES

Well, that is about it. I am going to be working very hard be-
tween now and when I leave at the end of December. I pledge my-
self at least the accomplishment of four objectives. One of them is
to break ground for the National Museum of the American Indian
sometime this year, after the budget obviously is passed.
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The second one is to make sure that our capital campaign is well
defined and ready to go. I intend to play some role, in a volunteer
role after I leave, with respect to that capital campaign.

Third, I want to bring to fruition the acquisition of a building
someplace downtown which will permit us to carry out the plans
that we have for the Patent Office building, the relocation certainly
of a number of the activities that are within it so that we can cre-
ate more public space in the Patent Office building.

PREPARED STATEMENT

Finally, I am going to be working very hard on a new organiza-
tion that we just formed, that had its first board meeting yester-
day, to carry on business enterprises in the Smithsonian, hopefully
at a level that will return a greater amount of unrestricted revenue
on the trust side for the Institution to use.

I really appreciate the opportunity to speak to you today, and
there is a little regret in the fact that this will be my last oppor-
tunity. Thank you.

Senator GORTON. Thank you.

[The statement follows:]

PREPARED STATEMENT OF I. MICHAEL HEYMAN

Good morning, Mr. Chairman and Members of the Subcommittee. I appreciate the
opportunity to appear before you today on behalf of the Smithsonian Institution and
to present a summary of our activities and our fiscal year 2000 budget request.

As you may know, after considerable deliberation, I have informed the Smithso-
nian Board of Regents that I will step down as Secretary at the end of 1999. I do
this with regret, of course, but also with pleasant anticipation. I regret departing
from the Institution that is so important in our national life, and from those people
who are responsible for what it does. But I look forward to returning home to Cali-
fornia and reestablishing my ties to the University of California and the San Fran-
cisco Bay Area.

I have tried to use my years as Secretary to promote a greater sense of the com-
bined strength of the Smithsonian as a positive force in providing quality research
and education programs for the nation. My priority as Secretary has been to main-
tain the quality of the programs offered by the Smithsonian and to enhance the visi-
tor’s experience while touring our museums and utilizing our research facilities. I
have been equally dedicated to sharing that experience with people outside of Wash-
ington and to making our programs and collections more accessible to the nation.
Increasing the Institution’s outreach to other educational institutions and the gen-
eral public is crucial in meeting this priority.

Three Smithsonian programs that seek to promote outreach to every American
have been particularly important to me during my tenure with the Institution—the
Affiliations Program, the Smithsonian Institution Traveling Exhibition Service
(SITES), and electronic access to the collections. The goal of the Affiliations Program
is to promote greater public access to the Institution’s collections by providing an
alternative means for their exhibition outside of Washington. Since the inception of
the Affiliations Program in 1996, there have been more than 150 separate inquiries
from organizations interested in forming affiliations. There are currently 23 active
affiliations projects and five have been fully implemented. Recently a long-term
agreement with the National Museum of Industrial History in Bethlehem, Pennsyl-
vania, was finalized, and a 19th-century locomotive and hundreds of other industrial
artifacts from our collections were moved to that site.

A long-time Smithsonian program, SITES, has been sharing the wealth of the In-
stitution’s collections, research, and exhibitions with audiences around the world
through short-term exhibitions of collections and representations. Each year, mil-
lions of people beyond Washington, D.C., experience these programs. SITES popu-
larity has been significantly enhanced as it continues to secure substantial corporate
and foundation support for its programs. Two new projects highlight this success:
a grant to host an interactive traveling science exhibition Microbes: Invisible Invad-
ers, Amazing Allies, which opens Memorial Day weekend on the National Mall and
an alliance with a theme park located in Branson, Missouri, to present the chil-
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dren’s geography exhibition, Earth 2U, Exploring Geography and the exhibition,
American Glass: Masters of the Art.

In recent years, SITES has developed a rural initiative in partnership with the
Federation of State Humanities Councils. Called Museum on Main Street, this pro-
gram has brought SITES exhibitions to more than 100 rural communities across the
country and has generated tremendous enthusiasm and participation.

In many ways, Internet-based learning is rapidly changing the nature and scope
of education in America. The Smithsonian has witnessed a dramatic increase in the
number of people who access our Internet website. At a rate already in excess of
30 million “hits” per month, our objects, databases, research, virtual exhibitions, les-
son plans, and visitor services are being made available to schools, businesses, li-
braries, and individuals around the nation and the world. It is our goal to bring a
large portion of our display collections on-line, making it possible for anyone with
access to a computer to see and study these objects. We believe this evolving tech-
nology greatly enhances our ability to make Smithsonian programs and museums
publicly accessible. We are pleased that the Administration has recognized our ef-
forts in this area and has identified the Smithsonian as a key partner in its Digital
Library initiative.

The cornerstone of these important institutional outreach activities is education.
The National Museum of Natural History (NMNH) is expanding its efforts to be-
come a national hub for science education. Last fall, six school districts around the
nation began testing Mammals in Schools, a program to promote museum-style, ob-
ject-based learning in middle school science classes. An electronic classroom with
two-way videoconferencing links between the Museum’s exhibition labs and class-
rooms enables teachers and NMNH scientists to assist students as they analyze
mammal specimens, study their habitats, and build exhibitions based on what they
have learned. Electronic field trips that simultaneously link several classrooms to
Museum science labs via videoconferencing equipment are also being developed. For
more than a year, the Museum has been providing an after-school learning program
based on NMNH research on the ice age which has been presented to more than
10,000 young people in 25 States.

Also on the education front, the National Science Resources Center (NSRC) re-
ceived a grant in support of its Leadership and Assistance for Science Education Re-
form (LASER) Project. During the next six years, LASER will help local leaders in-
troduce and implement inquiry-centered kindergarten through 8th-grade science
curriculum materials in more than 300 school districts that serve approximately one
million students nationwide. To accomplish this, NSRC has formed partnerships
with eight regional sites located in Alabama, California, New Jersey, Oklahoma,
Pennsylvania, Rhode Island, South Carolina, and Washington.

Now, let me highlight some of the Smithsonian’s achievements in the past year.
We are very pleased to report that there were more than 31 million visits recorded
at the Smithsonian museums and the National Zoo in 1998, an increase of more
than 4 percent from the 1997 total and the highest recorded total attendance since
1984.

The National Air and Space Museum, the most visited museum in the world, at-
tracted almost 10 million visits in 1998. This level of attendance last year was due
primarily to the success of Star Wars: The Magic of Myth, an exhibition commemo-
rating the 20th anniversary of the Star Wars trilogy. During its 15-month run, near-
ly one million people viewed the exhibit.

The Air and Space Museum has also enjoyed the success of the IMAX feature Ev-
erest at the Langley Theater. Since the movie premiered in March 1998, more than
110,000 people have attended, making Everest the best-selling film ever in the
evening schedule.

Visits to the National Museum of American Art and the National Portrait Gallery
increased last year, in part due to the revival of downtown Washington and the 7th
Street art district. Looking to build on this momentum, both Museums are now par-
ticipating in Third Thursday, a monthly art celebration organized by the downtown
business and arts community, with special evening hours and guest lectures.

In the past year, a number of exhibitions suggested the array of programs avail-
able at the Smithsonian: Theodore Roosevelt—Icon of the American Century, The
Jewels of Lalique, Celebrity Caricature in America, Faces of Time: 75 Years of Por-
traits from Time Magazine, and Speak to My Heart: African American Communities
of Faith and Contemporary Society. Also, a series of concerts was preformed by the
Smithsonian Jazz Masterworks Orchestra to mark the 100th anniversary of the
birth of Duke Ellington. In November 1998, the “Rock Hall” opened at the NMNH,
completing the final piece of the major, permanent exhibition complex that makes
up the Janet Annenberg Hooker Hall of Geology, Gems and Minerals.
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On December 1, 1998, the National Museum of American History witnessed a vir-
tually flawless “takedown” of the Star-Spangled Banner from its display in Flag
Hall to begin a major conservation and preservation project. The History Channel,
in collaboration with Museum staff, aired a documentary on the history of the flag
and the preservation project, which is the largest textile conservation project ever
undertaken by a museum. In October, the preservation project began in earnest
when walls were erected to enclose the conservation and exhibition area, and a
NASA expert, using near-infrared spectrometry, began assessing the amount of
moisture and surface dirt on the flag. Currently, the flag is protected in a specially
built 30-foot container while construction of the conservation lab and exhibition is
completed. The new space is slated to open in April. Once the flag is relocated to
the conservation lab, visitors will have the opportunity to observe the preservation
project in progress.

After a 4-year renovation, the Cooper-Hewitt, National Design Museum and its
Design Resource Center in New York re-opened in June 1998. With its state-of-the-
art environmental systems and storage equipment, the Center is a model for man-
aging museum collections and making them more accessible to the public, while
maintaining the integrity of the historic structure.

The Smithsonian Environmental Research Center (SERC) in Edgewater, Mary-
land, ushered in a new era of learning for school groups with the opening of its new
Philip D. Reed Education Center. The Center also doubles as a visitor center, fea-
turing an orientation hall, a teacher resource library, office space, and an 80-seat
multipurpose room. In order to provide school groups and the public with the latest
information about SERC research, the building will be connected to SERC labs via
video and audio networks.

SERC’s facility on the Chesapeake Bay provides a unique opportunity to study a
variety of interconnected ecosystems whose impact is felt across the globe. Scientists
at SERC have identified non-native species of bacteria, from ballast water on ships
in the Chesapeake Bay, that can cause cholera. This is part of the largest research
project in the United States dealing with the origin and impact of alien, invasive
species in coastal and estuarine systems. Non-native species can endanger native
species, disrupt food chains, and cause environmental and infrastructure damage ex-
ceeding, according to one estimate, $120 billion in 1998. This research has produced
tools and strategies that are being tested as a means to control invasive species.
SERC is also playing a lead role in research that has demonstrated that streamside
forests and restored wetlands can reduce nutrient runoff into coastal waters. In ad-
dition, collaboration with other institutions has enabled SERC to find ways to detect
and quantify the toxic organism Pfiesteria, which can kill fish and poison humans.

In the past year the Smithsonian has made tremendous advances in many other
ongoing research efforts. At the Smithsonian Astrophysical Observatory (SAO), in
partnership with the Harvard College Observatory, scientists’ have developed low-
field magnetic resonance imaging (MRI) which extends the technology to areas in
the human body that could not be imaged previously, such as the lungs and sinuses.
This technology will have applications ranging from detection of hard-to-reach tu-
mors to use by people with pacemakers.

Research efforts at the Smithsonian benefitted from John Glenn’s historic return
trip to space last fall. The Shuttle flight carried Spartan 210, a solar physics experi-
ment package that included an ultraviolet coronagraph spectrometer (UVCS) built
by SAO, to observe the Sun’s outer atmosphere. Also, NASA’s Submillimeter Wave
Astronomy Satellite (SWAS) carried an instrument, designed by SAO scientists, to
observe the heavens in submillimeter radiation and study the birth of stars.

At the Smithsonian Tropical Research Institute (STRI) a study has revealed new
data on conditions that support species diversity in ecological systems such as
rainforests, grasslands, coral reefs, and lakes. The research conducted in a Panama-
nian rainforest on Barro Colorado Island, has led to developing methods for sus-
taining endangered species that are threatened with depletion and destruction.

While research and planning for the 1999 Smithsonian Folklife Festival, featuring
the State of New Hampshire, is well under way, the Center for Folklife and Cultural
Heritage is still experiencing the positive impact of previous years. The 1997 Fes-
tival featuring Mississippi and the 1998 Festival featuring Wisconsin were both rep-
licated back home in the two States last summer. The Folklife Center is currently
completing work on a cultural education kit for school children in the Mississippi
Delta growing out of the 1997 Festival. A documentary, Wisconsin Folks, based on
the 1998 Festival, aired on Wisconsin public television stations in December. In the
year 2000, the Folklife Festival will feature the District of Columbia, the Rio
Grlande/Rio Bravo Basin (largely Texas and New Mexico), and a program on Tibetan
culture.
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Now to summarize the Smithsonian’s request for fiscal year 2000: for all operating
and capital accounts we seek a total of $447.4 million, an increase of $35.1 million
above the fiscal year 1999 appropriation. Of this amount, $380.5 million is for Sala-
ries and Expenses, and $66.9 million is for our capital program.

Of the requested increase in the Salaries and Benefits account, 58 percent is at-
tributable to mandatory costs for sustaining base operations and the remainder is
for priority program requirements. For fiscal year 2000 these program priorities
total $14 million and 25 positions, and include activities related to the Dulles Cen-
ter of the National Air and Space Museum, the Mall museum building of the Na-
tional Museum of the American Indian, access to collections information, and mod-
ernization of the Institution’s security system.

For the Dulles Center, $2 million and 14 term positions would be used for the
preparation of artifacts for relocation from the Garber Facility in Suitland, Mary-
land, to the new site in Virginia.

For the National Museum of the American Indian, $5 million and 11 positions are
required for operational support at the new Cultural Resources Center in Suitland,
Maryland, the move of objects from New York to Suitland, and exhibition develop-
ment associated with the opening of the Mall museum.

For access to collections information, $5 million is needed to support the electronic
capture and digitization of object and specimen images, enrichment of related data,
and storage, as well as retrieval, of that material.

For security system modernization, $2 million is necessary to continue replace-
ment of the Institution’s current security system, and to provide engineering sup-
port for and staff training on a new system as well as its installation, testing, and
documentation.

In this request the Institution has consolidated its capital accounts, thus unifying
all repair and restoration activity in one account and all construction in a separate
account. Within the consolidated accounts, $47.9 million is identified for Repair,
Restoration, and Alteration of Facilities and $19 million is identified for Construc-
tion.

The $47.9 million requested for repair and restoration will target:

—the repair and restoration of buildings on and near the Mall as well as build-

ings at the National Zoological Park

—major capital renewal projects at the National Museum of Natural History and

the renovation of the old Patent Office Building, which houses the National Mu-
seum of American Art and the National Portrait Gallery

For renovation of the Patent Office Building the Institution requires $8 million
in fiscal year 2000 and requests advance appropriations in order to award a single
$60 million contract for this project. Receipt of the additional advance funds will
allow cost-effective and time-critical renewal of the structure. We propose that $17
million of the advance appropriation become available on October 1, 2000; another
$17 million on October 1, 2001; and $18 million on October 1, 2002.

Finally, in the Construction account, the Institution requests $19 million for the
Mall museum building of the National Museum of the American Indian. Of that
amount, $13 million will be used to complete construction and $6 million will be
used to equip the building. This final increment of funding will complete the Federal
share—two-thirds of the building cost—authorized in the legislation enacted on No-
vember 28, 1989. The other third, which totals $36.7 million, has been raised
through the generosity of individuals, tribes, corporations, and foundations in this
country and around the world.

As you can see, Mr. Chairman, 1998 was an active year for the Smithsonian and
I personally intend to have a very active final year at the Smithsonian. There are
four chief priorities on my agenda. First, I plan on participating in the
groundbreaking for the National Museum of the American Indian Mall museum this
spring and taking all steps necessary to assure that it will open before 2003. Sec-
ondly, I expect to see that the Institution’s capital campaign is well-defined. Thirdly,
I want to bring to fruition the acquisition of an additional facility in close proximity
to downtown Washington for the activities presently located in the Patent Office
Building, with settled plans for renovation and appropriate organizations and pro-
grams. Finally, I intend to establish a new organization within the Smithsonian to
carry on our business activities by appointing its board of directors and, at their rec-
ommendation, the chief operating officer.

Mr. Chairman, I appreciate the opportunity to speak with you today, and I have
enjoyed working with you for the past five years. I would be pleased to respond to
any questions you and the other Members of the Subcommittee may have con-
cerning our fiscal year 2000 budget request or on any other matter related to the
Smithsonian Institution. Thank you.
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SUMMARY STATEMENT OF LEE H. HAMILTON

Senator GORTON. Mr. Hamilton.

Mr. HAMILTON. Senator Gorton, thank you very much. It is a
privilege to be here with you, back on Capitol Hill again, and with
my colleagues this morning.

I am requesting $6.04 million for fiscal year 2000. And that is
the same——

Senator GORTON. Certainly the most modest

Mr. HaMILTON. Well, Senator, after listening to my colleagues
make their requests, I have been very tempted to add a couple of
zeros to that this morning.

The request is the same as last year. I have only been at the
Woodrow Wilson Center for a couple of months, so obviously I have
a lot to learn there. But I have benefitted from a very talented staff
there and from the scholars and fellows in residence, the board of
trustees members, and what we call the Wilson Counsel, a group
of advisors.

I might say parenthetically that I was very pleased to have
George Shultz join us on the Wilson Council just a few days ago.

As you know, the Center is now situated in marvelous new facili-
ties at the Reagan Building. I hope you and members of your staff
will feel free to come down. We would be honored to have you join
us as guests sometime. I certainly want to work closely with you
and the staff to try to make the Center responsive to requests from
Capitol Hill.

I look back with considerable gratitude to the three past direc-
tors, Ben Read and Jim Billington and Charles Blitzer. As you
probably know, we were saddened recently by the death of Charles
Blitzer. He played a very important leadership role in bringing the
Center to the Ronald Reagan Building.

I benefit from the wise counsel, of course, of our Librarian of
Congress, Jim Billington. I have had tremendous support from the
former Chairman of the Board, Joe Flom, a New York attorney,
and from the present chairman, Joe Cari, from Chicago.

The Wilson Center is really quite an exciting place to be. It is
an independent, wide-ranging institute for advanced study where
vital current issues and their deep historical, cultural, and societal
backgrounds are explored through research and dialogue. I think
you might be pleased if you were to drop into one of the more than
200 meetings that take place there each year. You would find a
very objective, non-partisan, free, open, dispassionate discourse
taking place at the Center. We have state-of-the-art communication
facilities which enable us to reach a large audience.

My immediate goals are, first, to expand and strengthen the ac-
tivities of the Center, second, to increase its visibility, third, to
boost the private sector funding, which you and other Members of
Congress have expressed an interest in. We are well on the way to
getting that done.

I also want to ensure that the work done by the Center is rel-
evant and coherent, focused, and beneficial both to the policy
maker and to the scholar.

It was President Wilson’s idea that the scholar and the policy
maker, or the politician, are engaged in a common enterprise. The
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Center really tries to carry out that basic concept. We have had
very able leadership by the interim director, Dean Anderson, to ad-
dress the problems and I am very pleased to try to take over.

Let me try to give you a flavor of some of the activities at the
Center, if I may. We will have during the course of the year 150
scholars in the institution. Scholars and thinkers really, not all of
them from academia. One-third of them will be foreigners.

They work on almost every issue you can think about: national
security, capital punishment, telecommunications, statistical work
in the Federal Government, changes going on in Iran and Iraq and
China, Ukraine, and many other places in the world.

We have got a remarkable group of scholars. We have a young
woman, a Chinese scholar/journalist working on a biography of a
Beijing professor who was an early reformer in communist China.
Her story, incidentally, is worth a few newspaper articles and
maybe a book in and of itself. She is a remarkable woman.

We have got a scholar working on telecommunications policy and
meeting with government officials. We have got another scholar
working on standards and statistics, working closely with the Cen-
sus Bureau and has been in close touch with Congressman Dan
Miller’s subcommittee.

We are working with the Close Up Foundation to develop three
international programs for high school students. These programs
will be aired nationally through C-Span and they will be on the
cold war history, on America’s role in the post-cold war period, and
on 21 century environmental challenges.

We are launching a project on the information revolution and its
profound impact on the global economy. This rose out of meetings
I had with entrepreneurs in Silicon Valley not too long ago.

They are deeply concerned, as you very well know, coming from
the State of Washington, about the relations between that industry
and government, the private sector and all of the concerns that
they have with regard to the information revolution. The project
will be called Sovereignty in the Digital Age.

Senator Lugar, from my home State of Indiana, and former CIA
director, Jim Woolsey, will come soon to the Center to talk on en-
ergy security. They had an article in Foreign Affairs on that subject
just recently. We have a conference coming up on space and foreign
policy in the next century. All kinds of conferences on NATO, the
EURO, United States and Taiwan, and many, many other pro-
grams. And one of our former scholars, here recently, has now be-
come the top political advisor to the new king in Jordan.

We have, as you very well know, the Wilson Quarterly, which is
a unique, popular publication and one of the most widely circulated
magazines of ideas. It has a circulation of about 60,000, which is
very high for that kind of a magazine. We have a Dialogue radio
program now heard over 200 public and commercial stations.

It reaches an audience, we think, of about 300,000. A number of
your colleagues from the Senate will be joining us on that Dialogue
program in the next few weeks.

You asked in your opening comments about what direction we
want to go in the institutions that we represent, those of us here
at the table. Let me identify several directions for the Wilson Cen-
ter.
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I intend to make the work of the Center more visible, more co-
herent, more focused. We are bringing on a public affairs director
in a few days now. I know we have to work closely with key con-
stituencies in the policy world, including you and your colleagues.
We are now exploring collaborative programs with other institutes
and universities and the Library of Congress.

I think maybe the reason I am at the Wilson Center is to try to
promote more interaction between the world of scholars and the
world of the policy maker. And I want to try to do that. I want to
bring more focus to the work of the Center by making it focused
more on several themes instead of just going into a great variety
of topics, an unending number.

We want to focus on several themes: the U.S. role in the world,
governance issues, key long-term future challenges, and projects
that help frame the context and provide essential backdrop for
some of the key public policy debates that we have today in this
country.

Second, I want the Wilson Center to be a very lively place. 1
want it to be an intellectual center. We are going to have the
NATO Summit in this town in April. A lot of that is going to take
place in the Reagan Building, and much of it will take place at the
Wilson Center.

We will have major events there and bilateral meetings. The Na-
tional Security Advisor is coming to speak. The Secretary of State
has already been there. She is going to come again. I have asked
Bob Livingston to come down and talk a little bit about his experi-
ence as an appropriator. You might have some sympathy with his
comments, Mr. Chairman.

David Dreier, the Rules Committee Chairman, is coming down to
speak to us about the Congress and the rules of the House. I am
currently trying to get former Speaker Gingrich to come in and re-
flect on his speakership before the scholars at the Wilson Center.

Another thing I want to do is expand some of our programs and
activities and capabilities. It is probably correct to be critical of the
Wilson Center. We do not have the kind of balance that we should
have. For example, I have been appalled that we really haven’t
been doing anything on Africa and very little on the Middle East.
So I want to bring more balance into the programs that we have.

Some of my colleagues in the House of Representatives have
scolded me a little bit because we don’t have enough diversity in
the staff and in the program. I think they are right in their criti-
cism, and we are going to try to correct that in the years ahead.

Like all of these institutes, or institutions you have been hearing
about this morning, we have got a lot of modifications and mod-
ernization steps to take. Anybody dealing with library capabilities
knows that scholars now are turning more and more to the elec-
tronic library rather than to the hard cover library, and that means
a considerable upgrade of our facilities and equipment has to be
brought about.

I mentioned we are increasing our fund-raising efforts. We have
brought on board an outstanding development director, Fred Bush,
who is doing excellent work in trying to raise additional money in
the private sector. The Center really is in good financial shape. We
are on track to have our best year yet in unrestricted giving. We
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have had an investment policy committee that has done awfully
well.

We have had a little help, of course, from a bull market stock
market. But our endowment has gone up substantially. But we do
not want to rest on our laurels. More than 50 percent of the fund-
ing of the Center now comes from the private sector, and that will
surely increase.

Let me just conclude by saying that I think the Wilson Center—
at a time when this country is very deeply concerned about the
quality of political discourse in the Nation—I think the Wilson
Center gives us a model of how political discourse should proceed
in a representative democracy.

It is a place where the world of ideas and the world of practice
come together. Neither is suppressed and both are encouraged. Our
premise is that by listening to all points of view, stepping back to
take a broader view, and engaging in discussion and persuasion, a
people can make better decisions in a representative democracy.

We believe that at the Wilson Center. We deeply believe in the
free trade of ideas, that the best test of an idea is its power to get
accepted in the competition of the market, and that in the end bet-
ter ideas will prevail.

PREPARED STATEMENT

My task, I think, is to make the Center a bright and shining in-
tellectual Mecca where we offer a place for thoughtful, objective, se-
rious, non-partisan dialogue on the toughest issues that this coun-
try confronts. And with your help and support we will make it a
unique presidential monument in a city of monuments. Thank you.

Senator GORTON. Thank you very much.

[The statement follows:]

PREPARED STATEMENT OF LEE H. HAMILTON

Mr. Chairman, Mr. Byrd, Members of the Subcommittee: It is a privilege to have
this opportunity to return to the Congress, an institution in which I had the honor
to serve for over three decades. It is also a special, personal pleasure to be with
former colleagues. I appreciate having this chance to speak in support of the Wilson
Center’s request for an appropriations of $6.04 million for fiscal year 2000, the same
request as last year.

I have been at the Woodrow Wilson Center for two months. I have benefited from
the extraordinarily talented staff of the Center, the scholars and fellows in resi-
dence, and the Board of Trustees and the rapidly expanding Wilson Council that
George Shultz recently joined. The Center is now fully ensconced in its marvelous
new facilities in the Ronald Reagan Building on Pennsylvania Avenue. I hope each
member of the Subcommittee and your able staff will visit the new Center.

I want to work closely with you and your staff. With your help and support, I look
forward with enthusiasm to the challenge of helping this Center do its important
work.

Let me also say at the start that I look back with gratitude to the three previous
directors—Ben Read, Jim Billington, and Charles Blitzer—whose unstinting efforts
helped make the Center what it is today. We were saddened by the recent death
of Charles Blitzer: he played a leadership role in bringing the Center to the Ronald
Reagan Building. I continue to benefit from the wise counsel of Jim Billington, the
Librarian of Congress and a member of our Board. And I also want to commend
Joe Flom, the former Chairman of the Board of Trustees, for his strong leadership
and to express enormous confidence in Joe Cari, the new Chairman of the Board.

As I meet with people around town and with some of my former colleagues, I am
impressed with the strong support the Center enjoys. Scores of policymakers, acad-
emicians, and friends of the Center have sought me out to express their admiration
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for the Center’s work. These people form a remarkable network across the country,
indeed across the world.

The Wilson Center is an exciting and vibrant public/private partnership. The Cen-
ter remains Washington’s only independent, wide-ranging institute for advanced
study where vital current issues and their deep historical and societal background
are explored through research and dialogue. The Center provides a unique forum
for objective, non-partisan, free and open, and dispassionate discourse, and it has
some state of the art communications equipment.

My immediate goals for the Center are to expand and strengthen its activities,
increase its visibility, boost its private sector funding, and ensure that the work
done by the Center is relevant, coherent, focused, and mutually beneficial for the
policymaker and the scholar.

I recognize that the Center has had some problems in recent years, including the
problem of relating its work to current policy issues. Steps have been taken under
the able leadership of interim Director Dean Anderson to address these problems,
and I believe that the Center is now moving in the right direction.

ACTIVITIES AT THE CENTER

Let me give some specifics and some flavor of the good and useful activity at the
Center which you are helping to support:

—We are hosting a good, even pre-eminent, group of thinkers. 150 scholars and
fellows will work here at some point during 1999. A third of them will be for-
eigners. They work on diverse issues: national security, adoption, capital pun-
ishment, telecommunications, statistical work in the U.S. Government, Iran,
Yugoslavia, economic change in China, the United States and Ukraine, and
Iragq.

We have a Chinese scholar and journalist working on a biography of a Beijing
professor who pushed for reform in the earlier Communist years in China. She
is a remarkable person whose own story as an advocate of reform is a book in
itself.

I hear many heartening vignettes of our scholars and fellows getting around
town and interacting with policymakers. Let me cite two examples. One scholar,
working on US telecommunications policy history, meets regularly with Federal
Communications Commission colleagues. Another scholar, working on standards
and statistics, is engaged in discussions with experts at the Census Bureau on
improving statistical work. She has also been in touch with Members of Con-
gressman Dan Miller’s subcommittee. I am encouraging more such activity.

You can find any number of interesting activities taking place at the Center:

—Working with the Close Up Foundation, we are developing international pro-
grams for high school students. Programs will start to be aired nationally this
spring by C-SPAN. The first three topics are: cold war history, America’s role
in the post-cold war world, and 21st century environmental challenges.

—We are launching a project on the information revolution given its profound im-
pact on the global economy and on relations between governments and the pri-
vate sector. This project brings together entrepreneurs, policymakers and schol-
ars. A first series, entitled “Sovereignty in the Digital Age”, will explore how
to balance national sovereignty with the need for new international rules in an
age in which the Internet and electronic commerce operate across borders.

—Senator Lugar and former CIA Director Jim Woolsey will soon discuss their pro-
posal for increasing our energy security in the next century.

—We will host a March conference on space and foreign policy in the next cen-
tury.

—Conferences will also be held on NATO, the EURO and its implications for the
United States, the United States and Taiwan, North Korea, Indonesia, China,
including China’s environmental policies, and several transborder issues, such
as informal economies, crime, water issues, and the role of women and of ethnic
minorities.

—The Kennan Institute, which does superb work on Russia, Ukraine, and the
Newly Independent States, has opened an office in Kyiv. Several presidential
candidates in Ukraine will speak this year at the Center. The Kennan Institute
will also have a conference on rural Russia and a major conference on Stalin
in the fall. Because of its lengthy association with Russia, the Kennan Institute
has a standing and a credibility that few, if any, other American institutions
enjoy.

—The Latin American program has recently organized meetings in Mexico that
opened an important new dialogue concerning peace in the Chiapas province.
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A similar type of effort to forge an internal peace process in Colombia is under-
way.

—The Center is often facilitating Track Two, non-official diplomacy. The Center

plays this key role because of the deep respect it has gained internationally.

An important part of the Center’s outreach involves not just the dozen or so books
that the Center will publish a year on policy issues, but its journal and radio pro-
gram.

The Wilson Quarterly, the Center’s journal, is a unique, popular publication and
one of the most widely circulated magazines of ideas, providing a one-stop survey
of the world of ideas. Its 60,000-plus readers are spread across the country; less
than 15 percent of them are academics. The Quarterly’s recent articles include:
America’s “hyperdemocracy,” the digital economy, the state of rural America, the
politics and future of Brazil, the history of money and politics in America. The next
issue will feature an article on Nelson Mandela’s five years in office. And the
Quarterly’s section entitled Periodical Observer surveys more than a hundred aca-
demic and intellectual journals and reviews a few dozen of the more important arti-
cles.

The Dialogue radio program has been extraordinarily successful. Dialogue, a
forum for the discussion of ideas, is now heard on over 200 public and commercial
stations nationwide, 23 European stations over the World Radio Network, and
worldwide by way of the Armed Forces Radio Network. Its domestic audience is well
over 300,000. In the month or so, Senators Lugar and Moynihan, former Senator
Paul Simon, and Jim Woolsey are among the guests on the show.

WHERE THE CENTER GOES FROM HERE

As impressed as I am with what happens at the Center, I think we can and will
do better. I want to move the Center in several directions:

First, I intend to make the work of the Center more visible, more coherent, and
more focused: a public affairs director will be in place this month to spearhead a
more coordinated effort. The Center must work closely with its key constituencies
in the policy world, including you and your colleagues. Collaborative programs with
other institutes, universities, and the Library of Congress are also being explored.

Coherence can be achieved through better interaction between our visiting schol-
ars and policymakers. The policymaker and the scholar are engaged in a common
enterprise, said President Wilson, and both can benefit by this process.

I especially want to bring more coherence to the Center’s work by putting more
focus on a few central themes at the core of the Center’s mission. Let me mention
a few such themes:

—The United States role in the world and issues of partnership and leadership;

—Governance issues, including such issues as the key features in developing

democratic institutions, democratic society, civil society, and civic participation;

—Key, long-term, future challenges facing the United States and the world, such

as limiting the spread of weapons of mass destruction or sustaining global fi-
nancial stability;

—Projects that reflect the broad interests of President Wilson; and

—Projects that help frame the context and provide the essential backdrop for

some of our key public policy debates.

Not all research and program activity can or should fit into this or any straight-
jacket, but broad themes can increase coherence in the work at the Center.

Second, I want the Wilson Center to be a lively place, Washington’s intellectual
center. The April NATO Summit will take place in and around the Ronald Reagan
Building, and some 60 heads of States may be here. We expect to schedule several
major events and bilateral meetings during the Summit in our facilities. Other
speakers are expected soon. National Security Advisor Sandy Berger, a Board mem-
ber, is coming, and Secretary Albright, another Board Member and a recent visitor,
has indicated that she wants to return to speak where she once was a scholar-in-
residence. I am working to schedule appearances at the Center for Newt Gingrich,
Bob Livingston, and David Dreier. Foreign leaders will also speak at the Center.

Third, I would like to expand some of our programs, activities and capabilities.
For example, I want to see the Center do some work on Africa and expand work
on the Middle East. In the United States Program, I am interested in such issues
as: why do many Americans not vote, how do you increase civic participation, and
how do you attract better people to government service. Some modifications in the
Library are also needed to allow for greater use by scholars, and for better “elec-
tronic library” capabilities. And while the new facilities at the Center contain state
of the art communications, I feel the Center should work towards an all electronic
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media infrastructure that can significantly enhance our outreach capabilities. Such
expansions will lead to increased requests at the appropriate time.

Fourth, we are increasing our fund raising efforts. I know this is a key concern
of many of you. I am committed to increasing our private sector giving, and we will
do so under the able leadership of Fred Bush, our Development Director, but the
Congressional appropriations remains the essential base for our fund raising efforts.

The Center is in good financial shape, and we are on track to have our best year
yet in unrestricted giving. And thanks to the wisdom of our investment policy com-
mittee (and with a little help from the bull market), our endowment has gone over
the $30 million mark.

But we can’t rest on these laurels. More than fifty percent of the Center’s funding
now comes from sources other than those appropriated for the Center. That trend
toward greater reliance on private funding needs to continue. Our future growth
will depend in large part on successful, private fund raising. I am committed to
making several fund raising trips around the country in order to expand sources of
funding for the Center.

CONCLUSION

The Wilson Center provides the model of how political discourse should proceed
in a representative democracy. The Center is the place where the world of ideas and
the world of practice come together—neither is suppressed; both are encouraged.
Our premise is that by listening to all points of view, stepping back to take a broad-
er view, and engaging in discussion, deliberation, and persuasion, people can make
better decisions in a representative democracy. We believe in the free trade of ideas,
that the best test of an idea is its power to get accepted in the competition of the
market, and that, in the end, better ideas will prevail.

Our task is to make the Center a bright and shining intellectual mecca: we offer
a place for thoughtful, objective, serious, nonpartisan dialogue on the key public pol-
icy issues of the day. With your continued support, the Wilson Center can remain
a unique presidential monument in a city of monuments.

Thank you.

BUDGET REDUCTIONS

Senator GORTON. Lee, we concluded with you, so perhaps I will
ask you your questions right now and be finished.

First, did you have anything to do with the budget submission
that we have before us now?

Mr. HAMILTON. Not very much. It really was put into shape be-
fore I got there, and it is transmitted by me to you. It was shaped
principally by Dean Anderson, who was the acting director.

Senator GORTON. What is your reflection on the reductions in the
last several years? Has much of that been made up by private con-
tributions?

Mr. HAaMILTON. Well, I think the serious part of the reductions
has been the sharp decline we have had in the number of scholars
we were able to bring on board. We are going to make up some of
that with private funding. But we have had a fairly sharp drop in
the number of scholars, especially public policy scholars. Too sharp
a drop, in my judgment.

Senator GORTON. Has it been a drop in quality as well as in
quantity?

Mr. HAMILTON. I do not think so. I am uniformly impressed with
the quality. We have a very rigorous selection process. I think al-
most any academic panel would look upon our scholars as being
preeminent. They are very, very good. We are going to keep that
quality high.

Senator GORTON. If you have more support, either public or pri-
vate, will a restoration in the number of those scholars be your
first priority?
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Mr. HaMILTON. It will be among my first priorities. We have
some things that have to be done. I mentioned the library elec-
tronic facilities. We want to upgrade some of the communication fa-
cilities. So along with those matters, and perhaps a couple of oth-
ers, the priority would be for the scholars, yes.

Senator GORTON. Your predecessor said that getting everyone to-
gether under one roof was going to have a very, very positive im-
pact. In a sense you weren’t that familiar with them beforehand,
but is that the reaction of:

Mr. HAMILTON. I think so. First of all, we are very proud of the
facilities. It is a very nice working atmosphere. Having everybody
together is a tremendous help for us in terms of internal commu-
nication. I think it will be a tremendous advantage for us.

Senator GORTON. Thank you very much. I have welcomed you be-
fore. We talked about this toward the end of your last term. I think
the Wilson Center is very, very fortunate to have you, Lee.

Mr. HAMILTON. Thank you.

Senator GORTON. We are going to be happy to work with you.

Mr. HAMILTON. I appreciate that.

NATIONAL AIR AND SPACE MUSEUM—DULLES CENTER

Senator GORTON. Mr. Heyman, I think I will go backwards across
the panel here. I would like you to tell me a little bit more about
the Air and Space Museum extension at Dulles. It seems to me the
schedule is an extremely ambitious one, considering the amount of
money that has been raised. Is 2003 realistic? How are we going
to get that money?

Mr. HEYMAN. Well, I will know better just before I leave how re-
alistic that is. We have a very enthusiastic director of the Air and
Space Museum in Don Engen, and he refuses to view any situation
pessimistically. He might well be right.

We have—he, but with our help, has reorganized his campaign
staff recently and I am considerably more optimistic now about its
capacities to raise that money.

But as I say, there are going to be some very big asks made in
the next 3 to 4 months. If those come in close to the asks them-
selves, then I will be able to report not only optimism but optimism
based upon some facts. But I am optimistic.

Senator GORTON. Is $8 million to $10 million a year still your
best estimate for the operational expenses when it is open?

Mr. HEYMAN. Well, you know, I have not gone over again how
we budgeted that. I do know perfectly well that we are going to
have to come in for some Fderal help with regard to staff, espe-
cially for maintenance and security.

What the sources of revenue are going to be for staff over time,
I am not sure. The more endowment we can raise, obviously, the
more we are going to be able to make that self-sufficient. The more
that the enterprises out there, parking, theaters, restaurants, and
shops are really successful, the less we will have to be looking for
Federal help. But I think we will be ready by the next budget cycle
to give you some much better estimations of what our future re-
quests might be.
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SMITHSONIAN BUSINESS VENTURES

Senator GORTON. Talk to me for a few minutes about your busi-
ness ventures and the partial spinoff there. Obviously, you have
been very successful and have the opportunity to be even more suc-
cessful in that connection. But how does it relate to the senior
management—how does the mix take place?

Mr. HEYMAN. Let me start this way: business enterprises, or the
auxiliary enterprises of the Institution, reached their peak some-
place in the mid-eighties, and since then they have not grown.

The nets that are realized have really not grown, even before in-
flation adjustment. The dollar figures have been pretty steady. We
have given an awful lot of thought to whether or not those can be
enhanced. We have examined, with the help of consultants, what
other institutions that are somewhat similar to ours, nonprofits
that carry on some of these kinds of activities, have done. We
looked at a number of models with respect to trying to enhance the
success of these auxiliary enterprises.

We put to the Regents three choices. One was that we should not
do anything; one was that we really ought to spin these off and
make them a for-profit corporation which is a subsidiary in some
way to the Smithsonian; and the middle path was to try to proceed
by getting a new organization internally to carry on the activities,
which hopefully will enhance the success of these enterprises.

Well, under Howard Baker’s sage leadership—you know, Howard
is a Regent and has been chairman of the Regent’s ad hoc com-
mittee on business—we chose the middle path. So what we are
doing is, we are putting together a board of directors for the busi-
ness enterprises.

Those are largely the magazine, the shops, the catalog sales,
product development and licensing, and whatever it is that we are
going to do in the media world, mainly in television and in film,
and also what might go on commercially with respect to the Inter-
net.

We have put together the first half of a board which consists of
three non-Smithsonian people and three Smithsonian people. Actu-
ally, it is four and two, because our consultant for all of this is a
member of that board. But he will be going back completely into
the private sector pretty soon. They are going to select a CEO who
has a kind of a background that will hopefully help bridge the gap
between a very entrepreneurial activity and a cultural institution
of our sort.

Obviously, having two Smithsonian members of that board, the
Under Secretary and Bob Fri, the Director of the Natural History
Museum, is going to help a lot with respect to that kind of coordi-
nation.

As I said, we had our first organizing meeting yesterday. The
group heard a report from consultants who have been looking for
potential candidates for CEO and concluded that there are some
who look good, but they wanted to go a little more broadly in terms
of the search. Then we will see, when a new CEO comes in, with
hopefully a lot of advice from some of us in the Institution, but
really putting them in a kind of separate de facto category.
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Final decisions of note still are going to have to go through the
Secretary. There are issues that will certainly still have to go to
the Regents. But the Regents and the Secretary have concluded
that we are going to try to keep our hands off the operations, to
the extent feasible, in order to permit it to enhance itself.

Now, what will be the result of this? I suspect, for instance, just
to give one mundane example, we will probably go to specialized
catalogs as well as a single catalog, and we will be looking at prac-
tices that others are carrying on.

Probably our conversations that have been going on now for 2,
215 years with especially film media will get enhanced by having
people who are more expert in the business as well as in the con-
tent in those conversations. We might go into additional magazines
in addition to the Smithsonian Magazine. There are just a lot of
potential possibilities within the framework of what we do pres-
ently. I expect that is what will start to occur.

It is a brave venture, from my point of view, to mix these cul-
tures. But, you know, there are other places that are doing it. The
Metropolitan Museum of Art has had some experience with that.
The National Geographic Society surely is having a lot of experi-
ence with that presently. Minnesota Public Radio has. There have
been a number of bench marking opportunities for us, which would
make one optimistic about the outcome.

WOODWARD AND LOTHROP BUILDING

Senator GORTON. Thank you. When you lost the Woodward and
Lothrop building you lost one possibility for more space. What is
the alternative?

Mr. HEYMAN. Well, there are a number of other suitable build-
ings in that general neighborhood, and we are busy at work at the
moment making inquiry concerning them. Our probabilities are
pretty high that we are going to be able to take care of most of the
problems that we wanted to take care of with Woodward and
Lothrop.

The joy of Woodward and Lothrop was not only location but its
size and being able to come up with 350,000 to 400,000 square feet,
which is sort of the range we need in order to be moving over rent-
paying activities from other places to help in the financing of that
building. But there are opportunities around and we are spending
a lot of energy right this instant on exploring those.

Senator GORTON. I think maybe I will skip over to you, Mr.
Wilker, because Woodward and Lothrop reminds us of the opera,
and now you've got it. How has that impacted on the capital im-
provements at the Center?

Mr. WILKER. Now that the opera has decided to remain at the
Kennedy Center as its home it has caused us to look again at the
center block project, since the opera will be the largest user of the
Opera House, and that is one of the largest portions of the center
block project.

We will be in discussions with them over the course of this
spring to determine what sort of impacts that will have on the way
we go about doing our accessibility and life safety renovations of
that particular facility.
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So we haven’t delayed the center block project. But we have reor-
dered within that the elements that we will take first. So we are
working on the building systems and other areas and will push
back the Opera House about a year.

Senator GORTON. You say they will be the principal user of
the——

Mr. WILKER. In terms of dates. They will have about 26 out of
the 40-week regular season of the Opera House.

Senator GORTON. You were ecstatic, it seems to me, when you de-
scribed the first renovation of the Concert Hall. It lived up to your
expectations and everything that you thought would happen hap-
pened?

Mr. WILKER. Then some. And more. Not only was it a cost effec-
tive renovation, but I think from a patron’s standpoint, in terms of
usability, in terms of accessibility, particularly for disabled patrons,
it was a successful renovation. It has been called by many members
of the press a model of accessibility for cultural institutions in the
performing arts. So we are very proud of having a facility that is
so accessible and so user-friendly.

Senator GORTON. Back when this whole series of projects was
first proposed, the 10-year plan was supposed to cost $171 million.
How accurate now is that figure?

Mr. WILKER. We feel very confident that we can remain within
that figure which we established at the beginning of the com-
prehensive plan. Each year we revisit the plan and update it and
resubmit it to Congress, and we feel very good about staying within
that budget.

RESTRICTIONS ON PAUL MELLON’S BEQUEST

Senator GORTON. Well, Mr. Powell, you get to be last.

With Paul Mellon’s will, money, and paintings, do you have any
restrictions on the use of the money or the way in which the paint-
ings will be displayed?

Mr. POWELL. The bequest of funding is restricted to the two pri-
mary areas that Mr. Mellon has always been supportive of, which
are acquisitions and educational programs. As far as the works of
art go, we have no particular restrictions in terms of an obligation
to display them all of the time or not. But they will be of such qual-
ity that we will want to display as many of them as we can.

ATTENDANCE

Senator GORTON. In your gratifying and high attendance, how do
you ascribe the portions of that attendance that are due to these
very highly publicized special exhibitions as against your regular
exhil??itions themselves? How much have they enhanced attend-
ance’

Mr. PoweLL. Well, I think the Special Exhibitions Program is
part of the equation that attracts the public as well as scholars. We
have had enormously popular exhibitions in the last few years. And
Secretary Heyman mentioned earlier that the attendance at the
Smithsonian has been increasing. Ours has likewise been increas-
ing incrementally each year. Part of that is due to special exhibi-
tions.
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Many people come from outside the Washington area for special
exhibitions, but the core audience is here. They tend to enhance
one another. People who come for special exhibitions also then usu-
ally—I would say the vast proportion of them—go to the permanent
collections.

Special exhibitions tend to also attract first-time visitors to mu-
seums. They might tend to come for a Van Gogh or a Sargent and
then go on and see other aspects of the museum. So they are very
much hand and glove.

Senator GORTON. Do you ever have lines just stretching around
and around the block on a regular day?

Mr. POwWELL. We have lines stretching not quite around the block
but inside the National Gallery, down in the Rotunda, for the Sar-
gent exhibition. Most of those folks seemed to be going off into the
American and the Northern Galleries afterwards or before.

ART CARE FUNDING

Senator GORTON. One small budget item that I would like to ask
about. Art care seems to be, as I understand it, $2 million less in
the way that the budget request came to us than what was sub-
mitted to OMB. Is that a problem?

Mr. POweLL. We had put in a request for some support for the
Art Nouveau exhibition——

Senator GORTON. I see.

Mr. POWELL [continuing]. The millennium exhibition, and that
did not go forward. But that would not impact on anything other
than that program.

Senator GORTON. I see.

MII‘{ PoweLL. We are actively looking for support for that as we
speak.

Senator GORTON. All right then. I should like to thank each of
you for your dedicated service and for the great enthusiasm each
one of you has shown for his institution, enthusiasm that we think
is well-warranted. And assuming that the budget resolution and
Senator Stevens are generous enough, we hope to be able to help
you out.

ADDITIONAL COMMITTEE QUESTIONS

Senator GORTON. There will be some additional questions which
will be submitted for your response in the record.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR BRYAN L. DORGAN
MUSEUM OF THE AMERICAN INDIAN

Question. When will the ground-breaking occur and how long will construction of
the Museum take?

Answer. The ground-breaking for the National Museum of the American Indian
Mall museum is scheduled for September 28, 1999. Site preparation work will begin
this summer. We expect to have a general contractor for the building on site by
spring 2000. Our projected public opening date is December 2002.

Question. How is the collection being displayed in the interim?

Answer. The collection is one of the world’s largest assemblages of artifacts of the
indigenous cultures of the Western hemisphere and includes nearly one million ob-
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jects ranging from the Arctic Circle to Tierra del Fuego, and includes the Caribbean.
Eighty percent of the collection is archaeological and 20 percent ethnographic.

A portion of the collection is on display at the George Gustav Heye Center in the
Alexander Hamilton U.S. Custom House in Manhattan. The Museum also has ob-
jects on display in Canada, Alaska, California, Virginia, Minnesota, Georgia and
New York. And, three inaugural exhibitions are being planned for the opening of
the Mall museum in 2002.

The majority of the collection currently is stored at the Research Branch which
is located in the Bronx in New York. The Museum has initiated the process of relo-
cating the collection to the Cultural Resources Center in Suitland, Maryland, which
will be the home of the collection and serve as a research, conservation program and
reference center for the Museum. In preparation for the move, a digitized image will
be taken of each object which will make the collection more accessible to the public.

Question. What is the status of repatriation of Indian remains and grave goods
(pursuant to Public Law 101-185) held by the Smithsonian?

Answer. National Museum of Natural History Repatriation Activity.—Summary
reports of potentially sacred or patrimonial objects were completed and mailed to
all federally recognized tribes in February of 1997. A total of 170 reports encom-
passing approximately 40,000 items from 193 cultures were produced and mailed to
more than 1000 Native American organizations. A listing of some 200,000 culturally
unidentified objects was distributed to the tribes in July of 1997.

By June 1, 1998, the Repatriation Office completed and distributed inventory re-
ports of the human remains and funerary objects held in the anthropology collec-
tions to all federally-recognized Native American tribes, Native Hawaiian organiza-
tions, and Alaska Native groups. These reports met the NMNH’s long-standing com-
mitment to finish an inventory of its Native American collection, distribute the re-
sults to the tribes, and meet the deadline requirements of the 1996 amendment to
the National Museum of the American Indian Act. More than 1000 reports were
sent to Tribes, Native Villages, Native Corporations, and other Native groups. More
than 15,000 cataloged sets of human remains in the physical Anthropology collection
and more than 230,000 items in the archaeology collections were reported in the in-
ventories. Each inventory report contained a complete list of all human remains and
archaeological objects from a specific State or group of States depending on the ab-
original territories of the groups involved.

To date, skeletal remains of more than 3,224 Native Americans have been repatri-
ated. By the end of 1999 an additional 1,500 sets of remains will be repatriated to
tribes in the northern plains. This total, almost 5,000, returned by the beginning
of the year 2000, represents approximately s of the collection of Native American
skeletal remains in the Museum. This number constitutes, by far, the largest num-
ber of repatriations by any organization in the United States. In addition, the
NMNH has already returned more than 1,000 funerary objects, of cultural pat-
rimony, or sacred objects subject to repatriation under the law.

For complete details on the NMNH Repatriation Office and all of its activities
please visit our web site at: http:/www nmnh.st.edu/anthro/repatriation

National Museum of the American Indian Repatriation Activity.—The National
Museum of the American Indian’s Repatriation Office has developed a strategy for
the return of human remains and funerary objects to their affiliated indigenous
communities at the recommendation of the NMAI’s Board of Trustees. This plan an-
ticipates the Museum repatriating remains directly from the Research Branch, in
the Bronx, New York, rather than after their relocation to the new Cultural Re-
sources Center in Suitland, Maryland. The current time line for the relocation of
the collection from New York to Maryland is approximately five (5) years. The goal
during this five year period is to facilitate the return of as many previously
deaccessioned human remains and funerary objects as possible. NMAI staff mem-
bers responsible for the treatment and disposition of the human remains agree that
this is the most respectful approach to this sensitive issue, avoiding any unneces-
sary handling or disturbance of the human remains.

OUTREACH TO AREAS OUTSIDE OF WASHINGTON

Question. What specifically are you doing to increase the accessibility of the
Smithsonian’s collection to people who are unable to visit Washington?

Answer. The Smithsonian Institution lends approximately 200,000 objects and
specimens to over 1,300 domestic and 700 foreign institutions annually. Through
this lending program, SI has assisted thousands of institutions with specific exhibi-
tions and research projects. The Board of Regents adopted the Smithsonian Policy
on Collections-Based Affiliations in September 1996 with the goal of dramatically
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increasing outreach to other educational institutions, and thereby a broader public,
through longer-term loans that would be paid for by a third party.

At this time, there are 22 active affiliations in 10 different States, the District
of Columbia and Puerto Rico, and another 12 are in negotiation. A large number
of 19th century collections from the Museum of American History have already been
sent on long-term loan to Bethlehem, Pennsylvania, to the new National Museum
of Industrial History.

The Institution has also begun an aggressive program to digitize a large number
of the Institution’s collections for the purposes of research, preservation and in-
creased public access. Digitized images will be linked to information on the object,
as well as to associated exhibits and educational curriculum material. The capabili-
ties of the World Wide Web are being utilized to deliver rich data from the
Smithsonian’s vast collections and research on these collections.

Question. You referred to the SITES program and its outreach to rural commu-
nities. Can you provide me with a list of the communities served by the program?
Are there any in North Dakota?

Answer. SITES’ mission is to share Smithsonian collections and resources through
traveling exhibitions to educational, scientific, cultural, and commercial institutions
across the United States. Since 1952, SITES has circulated hundreds of exhibitions
to thousands of locations in every State in the Union. Through an initiative called
Museum on Main Street, SITES, in partnership with State humanities councils, pro-
vides rural museums with top-quality Smithsonian exhibitions and related public
programs. Since 1994, 112 communities in 20 States (see list below) have partici-
pated in this program, enlivening the cultural landscape in isolated communities,
and at the same time, reaffirming the Smithsonian’s role as the “nation’s museum.”
The North Dakota State Humanities Council has received information on Museum
on Main Street, and SITES is awaiting their response to the most recent invitation
to participate.

In addition to its Museum on Main Street exhibitions, SITES reaches smaller
communities through a partnership with the American Library Association and
through an innovative railroad project called Artrain. Two exhibitions from these
programs are scheduled for North Dakota: Art in Celebration! was presented on-
board Artrain in Minot from July 23-26, 1998; The Jazz Age in Paris: 1914-1940
will be shown at the Fargo Public Library from August 19—September 30, 1999. In
addition, The Prairie Schoolhouse: A Photo Essay was shown at the Plains Art Mu-
seum in Fargo from November 28, 1998, to January 10, 1999.

RURAL INITIATIVE
PARTICIPATING COMMUNITIES

Butler, AL Galena, IL Port Huron, MI
Elberta, AL Lacon, IL Ray, MI
Monroeville, AL Lawrenceville, IL Three Rivers, MI
Scottsboro, AL Peru, IL Doniphan, MO
Bisbee, AZ Pontiac, IL Madden, MO
Jerome, AZ Union, IL Park Hills, MO
Parker, AZ Boonville, IN West Plains, MO
Payson, AZ Plymouth, IN Auburn, NE
Corona, CA Salem, IN Cozad, NE
Lompoc, CA Vincennes, IN Fairmont, NE
Marysville, CA Arkansas City, KS Harrisburg, NE
Tulare, CA Colby, KS Kidron, OH
Cartersville, GA Elkhart, KS McArthur, OH
Cordele, GA Fredonia, KS Paulding, OH
Dublin, GA Hiawatha, KS St. Paris, OH
Gainesville, GA Highland, KS Astoria, OR

La Grange, GA Lindsborg, KS Grants Pass, OR
Moreland, GA Winfield, KS Heppner, OR
Thomasville, GA Alpena, MI Milton-Freewater, OR
Waycross, GA Caspian, MI Moro, OR
Boone, TIA Cass City, MI Newport, OR
Corning, IA Charlotte, MI North Bend, OR
Spencer, TA Coloma, MI Philomath, OR

Wellsburg, IA
Carrollton, IL
Dixon, IL

Effingham, IL

Escanaba, MI
Grand Haven, MI
Lake City, MI
Milford, MI

Prineville, OR
Brownsville, TN
Butler, TN
Clifton, TN



Greenville, TN
Castle Dale, UT

42

Culpeper, VA
Lancaster, VA

Westport, WA
Elkins, WV

Delta, UT Pulaski, VA Lewisburg, WV
Ephraim, UT Bremerton, WA Mannington, WV
Heber City, UT Dayton, WA Point Pleasant, WV
Kanab, UT Goldendale WA Ripley, WV
Monticello, UT Tlwaco, WA Romney, WV
Payson, UT Metaline Falls, WA Sutton, WV
Vernal, UT Redmond, WA Weston, WV
Wellsville, UT Vancouver, WA Wheeling, WV

LEWIS AND CLARK

Question. As you are aware, the bicentennial of the Lewis and Clark expedition
is fast approaching. What is the Smithsonian doing to commemorate the event? Are
any1 ;Wents or programs planned to occur at locations along the Lewis and Clark
trail?

Answer. The Missouri Historical Society (MHS) is planning a major exhibition to
open in St. Louis in January 2004 with loans of up to 1,000 objects from collections
nationwide, and expects to share it with up to five museums across the country.
Several Smithsonian curators and staff members are consulting on content and
presentation. SITES is in the earliest stages of discussions with the MHS to develop
a smaller version of the exhibition that can be shown at locations along the Lewis
and Clark trail.

The National Museum of Natural History’s (NMNH) Natural Partners Program
is developing several national educational outreach projects using the Lewis and
Clark theme. These projects will allow students and teachers to learn about the
Lewis and Clark expedition by incorporating object-based learning utilizing the
Smithsonian’s collections. Several of these projects will involve a web site which will
contain elaborate databases, curriculum, learning games, and project ideas. All of
‘fg}lﬁse projects will show how scientists conduct their research. The projects are as
ollows:

Digital Collections Database.—Natural Partners will be digitally recreating the
natural history specimens, tools, weapons, instruments and other objects docu-
mented in the Lewis and Clark journals. They will develop an access and use strat-
egy of the combined digital collections to maximize their value as a research and
educational database for school children, teachers and scholars. The digitization
project will be launched in 2002 to coincide with the Lewis and Clark 200th anni-
versary.

Mammals in the Schools.—Mammals in the Schools will bring mammal specimens
to the classroom. This project will provide object-based learning activities based on
the mammals that Lewis and Clark encountered on their expedition. Mammals in
the Schools will also be launched in 2002.

QUESTIONS SUBMITTED BY SENATOR DIANNE FEINSTEIN

Question. Please describe the extent of the Smithsonian’s collection related to the
history and development of the movie industry, particularly California’s contribution
to this industry.

Answer. The Photographic History Collection (PHC) in the National Museum of
American History (NMAH) focuses on the professional and amateur developments
in the history of the science, technology and art of photography. In 1896, the unit
was established by the Smithsonian’s first official photographer, Thomas Smillie.
Because PHC arose out of the photography-producing unit of the Smithsonian, there
has been a strong apparatus, process and technological interest in its 100+ years
of collecting. PHC preserves approximately 150,000 images and 10,000 pieces of still
and moving picture apparatus. The objects in the early motion picture apparatus
collection in PHC are the roots of today’s film industry.

The motion picture apparatus collection in PHC consists of approximately 1000
objects of which some 300 pieces (cameras, projectors, accessories and patent mod-
els) are pre-cinema and early motion picture (1790-1915). Films were transferred
to the Archives Center, NMAH and the Motion Picture Branch at the Library of
Congress.

The question regarding California’s contribution to the movie industry is more
fully answered by the professional historians in California, like Herb Farmer at the
UCLA archives. The Smithsonian recognizes this important history and will con-
tinue to work collaboratively with places like UCLA to ensure that the Institution’s
collections and expertise reach the broadest possible public.
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Question. The spring 1998 issue of Sixteen Frames, the Journal of the Movie Ma-
chine Society, reports that the Smithsonian has an extensive collection of early
American movie apparatus which he describes as “valuable treasures, valuable be-
cause these machines so eloquently speak the language of American technological
thinking. In them we find shadows of the long gone men who conceived and built
them. Some of these treasures have not been seen for years.” The article notes that
the public does not have access to this collection in that there have been no exhibits.

What are the plans for preserving this collection?

Answer. The importance of the pre-cinema and early motion picture apparatus
collection has re-emerged thanks to the recent efforts of John Hiller, a long-time
Smithsonian staff member, who has been detailed part-time to PHC. Hiller, a Cali-
fornia native, and an experienced and talented Smithsonian cameraman, has spent
the last year and a half cataloging, describing and researching the collection. This
work has resulted in a large database, with images, that will be mapped to the mu-
seum-wide collection information system database. Eventually this database will be
available within the Museum and on the World Wide Web.

One of the benefits of Hiller’'s work has been his networking with motion picture
and magic lantern societies, connecting with film historians and writing articles in-
dicating to researchers, historians, scholars, film professionals and students that
this collection exists and is available for study. The spring 2000 issue of the History
of Photography Journal, the field’s most prestigious and widely read periodical, has
devoted an entire issue to PHC. Among the articles is one by Hiller. His article
contextualizes the motion picture apparatus collection and its relationship to the
rest of the collection.

The Museum’s early motion picture apparatus is stored off-site at the Museum
Support Center in Suitland, MD with the rest of PHC’s equipment collection. Over
the last seven years, the Museum spent considerable time and energy rehousing and
cataloging every PHC object that went to the Suitland.

Question. Are there plans to expand it?

Answer. PHC actively collects in the history of early motion pictures as donation
and purchase opportunities arise.

Question. Are there plans to prepare an exhibit for the public or otherwise provide
the public an opportunity to view the collection and learn about the early years of
the industry?

Answer. Like many of the collecting units at the Smithsonian, we no longer have
a specific gallery in the Museum for permanent exhibitions. The Hall of Photog-
raphy was disassembled in 1992. Those objects and others are made available as
requested. As we move further into the digital age, more of the objects will be pub-
licly accessible. In 1995, the Museum curated a History-in-the-News showcase,
Magic Lanterns Magic Mirrors: A Centennial Salute to Cinema. The virtual exhi-
bition can be viewed on the NMAH web site at: http:/www.si.edu/nmah/ve/cinema/
cinema.html. There are no current plans for a specific early motion picture exhi-
bition. Creating such an exhibition would require extensive outside funding. How-
ever, the National Museum of American History is crafting the exhibition, “New
Views into the Collections” in which PHC objects will be included. The Museum will
continue to consider loaning objects to appropriate educational institutions for their
exhibitions. PHC has also made objects available at several conferences and lectures
for lecture attendees and conference members to view, study and discuss. PHC stafff
requently answer individual inquiries about motion picture apparatus and are ame-
nable to taking researchers, scholars, museum personnel and others to visit off-site
storage.

Question. Is there a curator for this collection?

Answer. The Photographic History Collection department staff currently consists
of t}ﬁree full-time staffwith the Curator of Graphic Arts as Acting Curator of Photog-
raphy.

SUBCOMMITTEE RECESS

Senator GORTON. The subcommittee will stand in recess until 2
p.m., Thursday, March 18, when we will receive testimony from
Hon. Bill Richardson of the Department of Energy, on energy con-
servation, fossil energy research and development, and other DOE
programs.

[Whereupon, at 10:53 a.m., Tuesday, March 16, the sub-
con]lmittee was recessed, to reconvene at 2 p.m. Thursday, March
18.
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STATEMENT OF HON. BILL RICHARDSON, SECRETARY OF ENERGY
ACCOMPANIED BY DAN REICHER, ASSISTANT SECRETARY OF ENERGY

OPENING STATEMENT OF SENATOR SLADE GORTON

Senator GORTON. We will start this hearing. I certainly want to
welcome you, Mr. Secretary. This is your first appearance before
this subcommittee, though you do spend a fair amount of time up
here before one committee or another.

Your fiscal year 2000 budget request for programs under this
subcommittee’s jurisdiction is a mixed bag. On the one hand, there
is a 33-percent increase for the Energy Conservation Program;
while a $256 million deferral is requested for Clean Coal Tech-
nology; a 5-percent decrease in the Fossil Energy R&D Program;
and no funds for the Naval Petroleum and Oil Shale Reserves.

Each of these requests raises questions that we will get to later
in the hearing. For now, I would like just to put the President’s re-
quest in its proper context, given where I think we are heading in
this budget.

The budget request, as a whole, employs a variety of new taxes,
fees, and accounting gimmicks to reach a total discretionary spend-
ing level that is $25 billion above the fiscal year 2000 statutory dis-
cretionary cap enacted in 1997.

Very few of the proposals that produce this $25 billion in addi-
tional spending will be enacted by this Congress, and virtually
none of that amount is likely to be available to the Appropriations
Committee when it begins to work on the bill for the year 2000.

The Interior Subcommittee’s pro-rata share of this $25 billion
would be about $625 million, which would eliminate a large share
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of the $1 billion increase requested by the President for Interior
bill programs.

We are, however, likely to take far more than a pro-rata share
of this reduction, as it is the intention of the Republican leadership
to make increases in education and defense spending high prior-
ities within the existing caps.

This ultimately means the subcommittee will be fortunate to so
much as maintain the fiscal year 1999 funding levels. It is also
worth noting that the increases in pay costs for federal workers
and GSA rental rates, items over which this subcommittee has very
little control, will amount to more than $290 million for the Inte-
rior bill agencies in fiscal year 2000.

These costs must either be funded or absorbed by programs.
While we will continue to challenge agencies to find ways to deliver
programs more efficiently, in the context of flat or reduced sub-
committee allocations, these mandatory cost increases leave no
room for large program increases, such as those contemplated in
the President’s request for energy conservation programs.

In this environment, Mr. Secretary, we will need your assistance
and that of your staff in setting priorities. We will be compelled to
make tough choices, but I firmly believe we will make better
choices if we have the benefit of your expertise and candor.

Senator Byrd is now here. And Mr. Secretary, I must confess to
you that right now there is a Kosovo briefing going on upstairs in
the Capitol. There are two rollcall votes on the floor of the Senate,
set for approximately 2:30. I am a member of the Budget Com-
mittee. We will have three votes sometime shortly after that.

So, as a practical matter, I think we have got 30 minutes for
your statement and for questions. That does not reflect the impor-
tance of what you have to say or our view of the importance of the
programs that you are backing here.

And I, once again, reiterate that we are really going to want your
help and cooperation as we go through a difficult year, and to tell
you that from my own personal point of view, your response to my
requests, since you have been confirmed as Secretary, have been
thoughtful and—and really reasonably affirmative. And I certainly
thank you for that and have enjoyed our relationship.

Given our short period of time, Senator Campbell, I would——

OPENING STATEMENT OF SENATOR BEN NIGHTHORSE CAMPBELL

Senator CAMPBELL. Mr. Chairman, I agree with you, we have a
very short period of time. And I think what I will do is submit my
questions for the Secretary in writing.

I just have to say, I am happy to see that he is here and healed
up pretty well since yesterday’s being a witness in front of our joint
committee. But I did want to say, since I will also have to leave,
that I have some real concerns.

I am—I—my friend from New Mexico, by the way, Mr. Chair-
man, we—we voted on the southwest Colorado when I was in the
House side serving with him on the Interior Committee. He was
from north New Mexico. And so, we spent a lot of time together.
And he is very, very knowledgeable about all of the things we face
out there.
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Today, I would hope that—even though it is not perhaps directly
in your testimony, that you would reassure us that you are abso-
lutely and firmly committed to getting that annum sublata done.

And second, we obviously have this problem with Rocky Flats in
our State. And I would—he has made it a priority. I think that is
reflected in the Administration’s budget this time, but I am con-
cerned with one thing that I am hearing through the DOE, that
they are talking about building temporary facilities, like tents, to
store some materials that are radioactive, some hazardous, called
TRUW or Transuranic Waste. And I want him to assure us that
that is not going to prolong the closing in 2006. And that, in fact,
it is temporary.

And also, I understand the DOE is talking about adding more
work to Rocky Flats. And I cannot understand how you are going
to put more work into Rocky Flats and still be committed to closing
it by 2006.

But I just wanted him to know that I am going to explore some
language to put in this committee’s bill that would require that if
those temporary facilities are built here, that they are safe, they
are temporary, and in fact, they will not add to the timing of the
closures.

And with that, Mr. Chairman, if I have the time, I might ask a
few questions later, but I would ask you—the Secretary to send his
answers back to us if we do not get back to him.

Senator GORTON. Senator Byrd, you, obviously, are very welcome
here. As you know, we have rollcalls at—votes at 2:30, and then
a Budget Committee Markup.

Senator BYRD. Yes.

Senator GORTON. So, I think this is going to be a fairly short
time with the Secretary, but we would be delighted to hear what
you have to say, because your State is certainly affected by this
budget.

OPENING STATEMENT OF SENATOR ROBERT C. BYRD

Senator BYRD. Thank you. Thank you. And thank you, Mr. Sec-
retary. You are here to defend the President’s budget proposal for
some of these programs that are very vital to the nation. But I am
not sure that this budget request is defensible.

The President proposes sizable funding deferrals and reductions
in the Clean Coal Technology Program and in fossil energy re-
search and development, two of the most important programs in
the Interior bill.

These two programs are critical to the resolving of climate
change issues in this country and also overseas, and can provide
significant sales for U.S. companies abroad.

In my opinion, the budget request of the Administration indi-
cates a lack of understanding about the importance of these pro-
grams and a lack of cohesive energy and climate change policy.
And it seems incredibly out of balance with the energy research
and technology needs to move our country and the world into the
21st century.

Now, taking a close look at Clean Coal Technologies, coal is an
important, abundant, and cost-effective source of energy for our
country and the world. And we have made great progress in devel-
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oping technologies for burning coal more cleanly and efficiently.
But there is more important work to be done.

About $385 million in program obligations of the original plan re-
main to be funded. Yet the President’s budget request for fiscal
year 2000 proposes a huge deferral of $256 million.

Does not this deferral and the companion threat of no future
funding place the program in jeopardy? Deferral sounds so harm-
less. Well, we are just delaying that. Just putting it off. You come
back next year with your appropriations for it. But it is difficult to
come back next year and get the appropriations, because we have
to find offsets next year for any appropriations we add.

So, we make for ourselves real problems for the next go around,
when we have these deferrals.

CLEAN COAL TECHNOLOGY

So, what assurances can you offer that the Clean Coal Tech-
nology funds proposed for deferral in the President’s fiscal year
2000 budget will ever be made available to complete the current
obligations of the Clean Coal Technology Program?

Senator GORTON. OK. I think we better give you your—your op-
portunity at this point. And if you would like to answer that ques-
tion as part of your opening statement——

SUMMARY STATEMENT OF HON. BILL RICHARDSON

Secretary RICHARDSON. First of all, I am delighted to testify be-
fore you and this committee, and not on China.

Second——

Senator GORTON. Good thinking.

PREPARED STATEMENT

Secretary RICHARDSON I will also not give a 30-minute opening
statement, which I had.

Senator GORTON. We'll include that in the record.

[The statement follows:]

PREPARED STATEMENT OF HON. BILL RICHARDSON

Mr. Chairman, and Senators, it’s my pleasure to be with you to discuss the De-
partment of Energy’s budget request for fiscal year 2000.

Thank you for your support in helping ensure that the Department of Energy con-
tinues succeeding in its missions which are crucial to America’s future. I know that
several of you have major DOE facilities in your States and you work closely with
our people. In return, we want to be good neighbors to you. I plan to spend a lot
of time “on the ground” at these sites. I've already visited more than 25 of our sites
since coming to the Department this past August. I look forward to working closely
with you to maximize the value of DOE’s presence in your States.

I knew I was taking on an important challenge by coming to the Department. For
several years now, DOE has been asked to do more for the nation while using fewer
resources. Our staff has been cut by 25 percent in less than four years while its
responsibilities have grown. Also, quite frankly, the Department needs a thorough
examination and infusion of the same pioneering spirit that enabled it and its pred-
ecessor agencies to achieve spectacular successes and to benefit our nation im-
mensely. As I view DOE today, it doesn’t need rebuilding, but I think its batteries
need a good recharging. That’s where I see my role. I'm here to help provide a new
perspective to the Department and to help make it one of our best cabinet agencies.
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SCIENCE, SECURITY AND ENERGY: POWERING THE 21ST CENTURY

In this year’s State of the Union message, the President set a bold agenda to lead
our nation in meeting the challenges of the 21st Century. The Department’s capa-
bilities place it at the forefront of America’s technological advance into the next mil-
lennium. This budget will enable our people to use DOE’s capabilities in science,
security and energy to power the 21st Century with American ingenuity, competi-
tiver}els?, and technological breakthroughs that will dramatically improve our qual-
ity of life.

The President’s agenda and budget build on a record of accomplishment. For ex-
ample, just five of the technologies and innovations developed through this Commit-
tee’s funding are responsible for over $33 billion in net savings to consumers and
businesses—that is, energy savings less any additional costs of the associated effi-
ciency improvements. The five innovations are: the flame retention head oil burner,
the efficient refrigerator compressor, building design software [DOE-2], the elec-
tronic fluorescent lamp ballast, and advanced window coatings. All were developed
by DOE, and are successful commercial products, today holding market shares from
15 to 100 percent. DOE’s total cost to develop these technologies was less than $30
million. Our success formula seeks to improve technologies and methods and to
work with industry, consumer groups, and other organizations to accelerate market
acceptance of those improvements.

Another example of the value of federal and private sector partnerships in re-
search and development is the Partnership for a New Generation of Vehicles
(PNGV). DOE is cost-sharing with private industry to develop a smarter, smaller,
less expensive electric power system for the “car of the future.” They’ve already
shrunk this system from the size of a large suitcase to smaller than a shoe box. Now
they’re working to cut its $10,000 cost to less than $500.

Our environment is cleaner today than at any time in the past quarter century.
Still, global climate change poses major environmental challenges for the entire
world. Our efforts at Kyoto helped negotiate an international agreement to reduce
greenhouse gas emissions in an environmentally strong and economically sound
way. Research and development, and accelerated use of energy efficient and clean
energy technologies are major components of the President’s Climate Change Tech-
nology Initiative (CCTI). Even without global climate change, these investments are
wise national policy, increasing our energy security, improving our air quality, and
strengthening our national economic competitiveness. Our budget seeks to increase
support for CCTI programs by about 25 percent. Included among this broad and bal-
anced R&D portfolio are: clean, advanced fossil energy technologies; carbon seques-
tration; and, energy efficiency applications in the building, industry, and transpor-
tation sectors.

We are requesting a 33.4 percent increase for Energy Conservation. Programs
benefitting the most are in the Building Technology, Transportation and Industrial
sectors, and the Federal Energy Management Program, which will enable us to pur-
sue our ambitious goals of: cutting energy use in new homes 50 percent by 2010;
lowering power bills for America’s most energy intensive industries, making them
even more competitive internationally; continuing cuts in federal energy use so by
2005, it’s reduced by 30 percent from its 1985 level;, weatherizing nearly 80,000
homes to make winters warmer and summers cooler for low-income residents, while
lowering utility bills; and, providing ways to cut school energy costs through “En-
ergy Smart Schools”.

The U.S. is expected to remain dependent on fossil fuels for about 85 percent of
its energy consumption for at least the next 20 years. One of the Department’s key
goals is to ensure that economic benefits from low-priced fossil fuels do not come
with unacceptable environmental costs or energy security risks. Natural gas can
play a key role in slowing the rate of carbon dioxide emissions and be a bridge to
a renewable energy future. The programs in this budget include a portfolio of activi-
ties designed to accomplish this.

Preserving America’s energy security is among the Department’s chief responsibil-
ities, and one which this Committee has worked hard to ensure. Today’s world-wide,
near-record-low oil prices have adversely affected domestic oil production, as well as
increased U.S. oil consumption, resulting in greater dependency on imported oil. In
fact, as the world’s largest consumer of fossil fuels, the U.S. imported about half its
1998 daily oil consumption of 18.7 million barrels.

The 1973 oil embargo pointed out how vulnerable we had become to supply dis-
ruptions in foreign oil. Since then, we've diversified our suppliers and prepared for
unexpected supply disruptions. In fact, with this Committee’s help, we’ve stored 561
million barrels in the Strategic Petroleum Reserve (SPR). We're requesting $164.0
million to operate the SPR in fiscal year 2000, without having to rely on the sale
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of oil. As you know, we are planning to partially refill the SPR with federal royalty
oil from the Central Gulf of Mexico, which I announced two weeks ago. In a coopera-
tive transfer from the Department of Interior, we plan to replace about 28 million
barrels which were sold in fiscal year 1996 and 1997, largely for deficit reduction
purposes. I feel it makes good business sense to take advantage of today’s low oil
prices to rebuild our reserves. At the same time, we're enhancing our national en-
ergy security, increasing our strategic assets, and getting a very good deal for the
American taxpayer. This plan would enable the government to add oil to the SPR
without an appropriation or any budget offsets.

To concentrate its resources on the most pressing problems, the Department’s Fos-
sil Energy program has integrated its R&D activities in petroleum and natural gas
to maximize advantages of technologies that benefit both oil and gas production. Ex-
amples of this shared R&D include advanced seismic technologies, new drilling sys-
tems, and more cost-effective environmental compliance options. This work could
yield an extra one million barrels of oil per day and more than two trillion addi-
tional cubic feet per year of domestic gas production by 2010. These expected DOE
and industry breakthroughs could ultimately save the oil and gas industry $16 bil-
lion in environmental compliance costs by 2010.

FY 2000 BUDGET REQUEST

The Department’s fiscal year 2000 budget request, before the Interior and Related
Agencies Appropriations Subcommittee, proposes funding of $1.229 billion, a 1.9
percent reduction, or $23.7 million below the fiscal year 1999 appropriation. The re-
duction in budget authority is the result of an increased deferral of Clean Coal Tech-
nology funding, from $40.0 million in fiscal year 1999 to $256.0 million in fiscal year
2000, and the ability to fund the required $21.2 million operating budget of the
Naval Petroleum and Oil Shale Reserve account entirely from prior year balances.
A total of $375.0 million is proposed for Fossil Energy R&D, offset by $11.0 million
in prior year balances.

Within the total request, we are proposing $837.5 million for Energy Conserva-
tion; a 2.4 percent increase, to $164 million, for the Strategic Petroleum Reserve;
and an 11.0 percent increase, to $2.0 million, for Economic Regulation activities.
The request for the Energy Information Administration rises by 3.0 percent, to
$72.6 million. Following are highlights of some of the specific activities we are pro-
posing for fiscal year 2000.

ENERGY EFFICIENCY

The Energy Efficiency programs funded by this Subcommittee improve fuel econ-
omy of automobiles and other vehicles, increase productivity of the nation’s most en-
ergy-intensive and polluting industries, and improve energy efficiency of buildings
and appliances. The fiscal year 2000 budget requests $837.5 million for the Depart-
ment’s Energy Conservation programs, an increase of $209.8 million over the fiscal
year 1999 level. An amendment to the Petroleum Overcharge Distribution and Res-
titution Act, contained in the Omnibus Consolidated and Emergency Supplemental
Appropriations for fiscal year 1999, transferred most of the refined product funds
held in escrow for payment of refund claims to EE for use in Energy Conservation
programs in fiscal year 1999. As a result, there will be no PODRA funds used for
funding EE during fiscal year 2000.

Transportation economies for the 21st Century.—The U.S. transportation sector
depends on oil for 97 percent of its fuel requirements. The Office of Transportation
Technologies (OTT) funds research, development and deployment of technologies
that can significantly alter current trends in energy usage. Developing and commer-
cializing these innovative technologies and alternative fuels is the nation’s best
strategy for diversifying our use of fuels and dramatically reducing criteria pollut-
ants and greenhouse gas emissions from the transportation sector. The DOE is a
leader in the government’s Partnership for a New Generation of Vehicles (PNGV)
which focuses on significantly improving automobile energy efficiency and reducing
emissions. The fiscal year 2000 PNGV request of $143.1 million, a $15.0 million in-
crease, will focus on key component technologies, including fuel cells, advanced di-
rect-injection engines, exhaust control, advanced batteries, and electronic power con-
trollers. An increase of $2.8 million in the Clean Cities program, providing $10.7
million for fiscal year 2000, will advance infrastructure development to speed the
deployment of alternative fuels in over 65 communities.

Industrial energy technologies.—Industry consumes over one-third of the energy
delivered in the U.S. and spends tens of billions of dollars annually for pollution
abatement and control. Nine industries account for 75 percent of the energy used
in manufacturing: forest products, steel, aluminum, metal-casting, chemicals, petro-
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leum refining, agriculture, mining and glass. These industries also account for over
80 percent of pollutant emissions and over 90 percent of the waste produced by U.S.
manufacturing. The Office of Industrial Technologies focuses on developing innova-
tive technologies to assist the nation’s most energy-intensive industries to become
more resource efficient and economically competitive, and pollute less. The budget
requests $171.0 million for the Industries of the Future program. This amount re-
flects a reduced requirement of $21.0 million in the Turbine program, which has
reached a stage where less government funding is needed. Thus, the $171.0 million
request actually represents an increase in all the remaining Industries programs.

Improved energy efficiency for building technologies.—America’s homes and offices
consume $232.0 billion worth of energy each year. Heating and cooling, lighting, ap-
pliances, and equipment account for over one-third of U.S. carbon dioxide emissions.
The Department is requesting $335.9 million for the Office of Building Technology,
State and Community Programs (BTS), including $88.2 million for Building Re-
search and Standards, $41.4 million for Building Technology Assistance—non
grants, and $154.0 million for the Weatherization Assistance Program and $37 mil-
lion for the State Energy Program. The budget allows the Department to implement
technology roadmaps and provide the next generation of energy-efficient, environ-
ment-friendly technologies industry requires.

Federal Energy Management Program.—As America’s largest energy customer,
the Federal Government spends $8 billion each year on energy for its facilities and
operations. The Federal Energy Management Program (FEMP) helps federal agen-
cies identify, finance, and implement energy efficiency improvements for their facili-
ties. This saves money for U.S. taxpayers through reduced federal energy spending.
The FEMP request for fiscal year 2000 is $31.9 million, an increase of $8.1 million
over fiscal year 1999.

Management Improvements.—During the past year, the Department of Energy
has intensified its efforts to increase competition, achieve results-oriented quality
and performance program measures, and increase efficiencies in management of
construction. As part of these efforts, the Office of Energy Efficiency and Renewable
Energy has been focusing on resolving long-standing management issues to increase
dividends from its investments in new energy technologies. Specific management re-
forms accomplished this past year, and new initiatives, include:

Strategic Planning for Results and Technology Roadmaps.—EERE is developing
a results-oriented strategic plan, building on technology roadmaps being developed,
and focusing on procurement and business strategies.

Increasing Competition and Refining Merit Review Processes.—EERE is increasing
funds competitively awarded, by issuing both targeted and broad-based solicitations
for research, development, and demonstration proposals, and for information dis-
semination and outreach. The Broad-Based Solicitation for Information Dissemina-
tion and Outreach, issued in December, 1998, has attracted more than 400 applica-
tions. We are convinced it will bring many new, high quality participants, including
leading universities and researchers, into DOE’s energy-efficiency community. Also,
in 1998, the Department completed the competition for its billion-dollar manage-
ment and operating contract for the National Renewable Energy Laboratory in
record time and with an improved focus on mission results.

Managing Smarter—EERE has reduced its uncosted balances for Energy Con-
servation Research and Development programs by 38 percent between the beginning
of fiscal year 1996 and the beginning of fiscal year 1999. It also has increased the
proportion of funding for mission functions and reduced the proportion for support
costs.

Strengthening Program Integration.—Recognizing solutions to energy challenges
often cross sector lines, EERE is increasing integration across technologies and
across their applications. Two leading examples are Bioenergy and the EnergySmart
Schools Initiative.

Leveraging Federal Investments by Expanding Partnerships with Federal, State
and Other Entities—EERE is working closely with national laboratories, busi-
nesses, universities, nonprofit organizations, and the Congress to establish R&D pri-
orities, conduct high-priority research, facilitate private-sector technology deploy-
ment, and disseminate information. Their EERE Regional Support Offices are
strengthening delivery of services at State and local levels.

Increasing Emphasis on Project Management.—As EERE increases its role in
demonstration projects, it will strengthen its capabilities in project management of
costs, schedules, and performance.

Emphasizing Program Evaluation and Continuous Improvement.—EERE has dis-
continued activities that have not met predetermined goals and will continue to
modify its strategies based on results from its program analysis and evaluation.
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FOSSIL ENERGY RESEARCH AND DEVELOPMENT

The fiscal year 2000 request for Fossil Energy Research and Development is
$375.0 million, including $11.0 million from prior year balances for a net fiscal year
2000 request of $364.0 million. This level continues investments in advanced techno-
logical concepts, such as the capture and sequestration of CO,, and development of
advanced, highly efficient, power generation and fuel producing technologies that to-
gether could reduce, or perhaps nearly eliminate, carbon emissions from fossil fuel
facilities. In a world nearly 90 percent dependent on fossil fuels, development of new
technologies along these lines will help maintain strong economic growth while
meeting existing and new environmental goals.

The Department’s fiscal year 2000 Natural Gas and Petroleum programs continue
to emphasize technology transfer, especially to independent producers that make up
an increasingly large share of the domestic oil and gas industry. The fiscal year
2000 program also includes support for follow-on advanced oil recovery projects, es-
pecially where prior field tests have shown that such projects could be the difference
in keeping oil flowing in fields that otherwise would be abandoned.

Coal.—The fiscal year 2000 request for advanced coal-related R&D technologies
is $122.4 million, which is basically the same as fiscal year 1999. The program will
begin to couple progress made to date in advanced gasification and combustion sys-
tems, coal conversion, and environmental controls, with potentially revolutionary
approaches to carbon sequestration, in a concept called the “Vision 21 Powerplex.”
Its goal is to develop a set of advanced technology modules that could be configured
into a new class of fuel-flexible facilities for both central and distributed energy pro-
duction in the 2010-2030 time frame. These new facilities would be capable of co-
producing electric power, process heat, and high value fuels and chemicals at peak
efficiencies with virtually no emissions of air pollutants. The $28.9 million for the
Vision 21 concept could ultimately be combined with the $9.1 million in fiscal year
2000 funding elsewhere in the FE R&D budget for carbon sequestration, to produce
a class of fossil fuel-based energy complexes with virtually no environmental im-
pacts outside of their physical “footprints.” Work also continues on characterizing
and reducing pollutants such as particulates (PM2.5), air toxics, and NOx from ex-
isting powerplants.

Petroleum.—The fiscal year 2000 request for Oil Technology activities is $50.2
million, an increase from the fiscal year 1999 appropriation of $48.6 million. The
majority of the Department’s Oil Technology program continues to focus on pro-
viding independent producers with advances that can keep oil flowing from U.S. res-
ervoirs that would likely be abandoned with conventional technology. In the fiscal
year 2000 budget, funding for a preferred “Petroleum Upstream Management Prac-
tices” (PUMP) program will be initiated, focusing on best management practices,
data management, and effective environmental compliance.

Gas.—The fiscal year 2000 request for gas-related R&D is $105.3 million. The
supply portion of the Gas budget, $25.9 million, will continue to focus on advanced
technologies that can locate and produce gas that otherwise would be bypassed or
unmarketable. In addition, a small $2.0 million R&D program in methane hydrates
is being initiated with the long-term goal of converting the large potential gas hy-
drate resource (estimated at up to 200,000 trillion cubic feet, or over one hundred
times the amount of US conventional gas resource) into economic gas reserves. The
gas budget also continues to support two high-priority power generation tech-
nologies—High Efficiency Gas Turbines, and Advanced Fuel Cells—that could en-
hance the future use of natural gas, as well as ultimately contribute to higher-effi-
ciency coal-based power generation. In the power generation Advanced Gas Turbine
program, DOE is requesting $41.8 million, which will enable it to complete full-scale
component/subsystem testing and engine manufacturing, and begin full speed proto-
type testing of a new class of gas turbines with unprecedented efficiency and envi-
ronmental performance. DOE is requesting $37.6 million for the Fuel Cell program
in fiscal year 2000, to continue R&D to reduce costs and improve performance for
market-ready systems early in the next decade. In fiscal year 2000, the program will
begin testing of the first market prototype solid oxide fuel cell at commercial sites
for distributed power applications. In addition, $5.0 million of fuel cell activity is
included in the Vision 21 activity in the Coal program.

STRATEGIC PETROLEUM RESERVE

The Strategic Petroleum Reserve (SPR) remains a crucial element of our national
energy security policy. The fiscal year 2000 budget request for SPR operations and
maintenance is $159.0 million, a 1 percent reduction from the fiscal year 1999 ap-
propriation and a 44 percent reduction from fiscal year 1996’s peak level of $284.1
million. These reductions reflect the successful completion in fiscal year 2000 of the
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Life Extension Program and Weeks Island Decommissioning, as well as the comple-
tion of treatment for gas-in-oil by the end of the first quarter fiscal year 1998. This
1 percent decrease reflects the resumption of post Life Extension Program full
standby operations and maintenance activities offset by the reduction in funding for
the Life Extension Program. The fiscal year 2000 budget request for the SPR Petro-
leum Account is $5.0 million. At the end of fiscal year 1998, the account’s remaining
balance of $33 million was capable of supporting approximately 55 percent of a full
SPR emergency drawdown for a six-month period. This addition assures the capa-
bility to sustain drawdown operations for close to four months of the six-month per-
formance criteria.

Although the budget does not request funding for oil acquisition, the Administra-
tion has determined that the very low price of oil makes this an ideal time to re-
place the oil that was sold during 1996 and 1997 for budget balancing purposes. In
addition to the transfer of 28 million barrels of federal royalty oil from the Depart-
ment of Interior, I have directed that the remaining unutilized capacity of the SPR
be offered for private storage, thereby adding oil to the SPR.

CLEAN COAL TECHNOLOGY

The fiscal year 2000 budget reflects a net amount of $246.0 million of previously
appropriated budget authority be deferred until fiscal year 2001 and beyond. The
proposed deferral of funds reflects schedule delays, primarily resulting from project
restructuring activities. The 40 active projects have a total cost of $5.7 billion, of
which DOE has committed $1.9 billion. At the end of fiscal year 2000, 29 projects
are expected to be completed and one additional project is expected to complete op-
eration and begin preparing final reports. Four projects are expected to be in oper-
ation, three projects in construction, and three projects in design. At the end of fis-
cal year 2000, two projects are expected to have outstanding obligation commit-
ments. In fiscal year 2000, the Clean Coal Program will complete the demonstration
of Pinion Pine, the third integrated gasification combined cycle project, using air-
blown gasification and hot gas cleanup for improved thermal efficiency; and contin-
ued operations of the Polk project in order to establish the engineering foundation
leading to a new generation of 60 percent efficient powerplants.

NAVAL PETROLEUM RESERVES AND OIL SHALE RESERVES

The fiscal year 2000 budget of $21.24 million is to be funded entirely from prior
year balances. No new funds are being requested for fiscal year 2000. During the
fiscal year, ongoing activities will be funded from prior year balances which re-
sulted, in large part, from terminating operations at NPR-1 during fiscal year 1998.
Fiscal year 2000 ongoing activities include the continued operation of the Teapot
Dome Oilfield, the Rocky Mountain Oilfield Testing Center, environmental remedi-
ation activities at Teapot Dome, environmental and cultural resource assessments
at NPR-1, with some remediation activity anticipated, finalization of NPR~1 equity
shares with Chevron, and continued oversight of the NPR-2 property and leases.

Elk Hills School Lands Fund.—Section 3415 of Public Law 104-106 provides for
the settlement of longstanding claims to certain Elk Hills lands by the State of Cali-
fornia. Under the terms of the settlement, a contingency fund has been established
in the Treasury for payment of nine percent of the net sales proceeds generated
from the divestment of Elk Hills over a seven-year period. Provided funds are appro-
priated annually, the Department will pay the State of California Teachers’ Retire-
ment Fund $36.0 million each year for five years which began in fiscal year 1999.
Any remaining balance due after the five years shall be paid in two equal install-
ments in years six and seven unless the seventh payment is deferred due to delay
in the equity finalization process. For fiscal year 2000, the Department is requesting
$36.0 million for the second payment to the State of California Teachers’ Retirement
Fund.

The Office of Fossil Energy has modified its research and development program
significantly through the use of the strategic planning process and the development
of detailed program plans and road maps often done in conjunction with the indus-
trial and technical communities as well as other portions of the Department.

Field operations have been successfully consolidated into the Federal Energy
Technology Center (FETC) which is now fully operational. In addition, the privatiza-
tion of the National Institute of Petroleum and Energy Research (NIPER) has been
recently completed, reducing the costs of conducting oil research and increasing the
amounts of funding for competitive research.

With the sale of the giant Elk Hills oil field in California, we have begun to sig-
nificantly reduce the Federal presence in competition with the oil industry. The Oil
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Shale Reserve in Colorado has been transferred to the Department of the Interior
for leasing and other reserves will be transferred or closed in the next several years.

ENERGY INFORMATION ADMINISTRATION

The fiscal year 2000 budget request is $72.6 million which will fund EIA data and
analysis activities supporting issues related to energy use. This level will enable
EIA to produce approximately 240 reports and analyses covering a wide variety of
energy issues, respond to about 300,000 inquiries and requests for energy informa-
tion, overhaul their energy consumption surveys and continue overhaul of their elec-
tricity and natural gas surveys and data systems. The following programs are in-
cluded: efficiency and renewable data collection and analysis; end-use energy con-
sumption surveys; greenhouse gas data collection studies; mid-term energy demand
modeling; and integrated end-use energy data compilation.

ECONOMIC REGULATION

The budget request of $2.0 million, for the Office of Hearings and Appeals (OHA),
is for processing applications for refunds and for related activities arising from the
regulatory program initiated under the Emergency Petroleum Allocation Act of
1973. OHA will transfer a portion of the money collected by the Department with
respect to crude oil price violations to the Treasury Department for deficit reduction.

CONCLUSION

The Department of Energy’s proposed budget for fiscal year 2000 will provide our
scientists and engineers with the tools, facilities and processes to help lead this na-
tion into the new millennium. The technological breakthroughs which lie ahead will
provide improvements to the quality of life of all Americans. With your continued
support, the Department of Energy will produce the science, security and energy to
power this nation in the 21st Century.

CLEAN COAL TECHNOLOGY PROJECTS

Secretary RICHARDSON. I will go straight into answering ques-
tions, if that is agreeable to you.

Senator GORTON. All right. Why don’t you answer Senator Byrd’s
question, first

Secretary RICHARDSON. Yes; I will.

Senator GORTON [continuing]. Since he just presented it to you.

Secretary RICHARDSON. Senator Byrd, I do not want you to take
a signal on the deferral that we are not committed to the Clean
Coal Technology Projects. The funding being deferred is not needed
until fiscal year 2001, and later for the two remaining projects; one
in Illinois and one in Utah, that are not fully funded together.

We have recently approved restructuring and design extensions
for both of these projects for purposes such as obtaining environ-
mental permits. Both projects have adequate funding to complete
these tasks. We have funded 38 out of the 40 projects that I believe
are out there.

I want to commit to you, Senator—I know that you care a lot
about coal—that we will develop cleaner, more efficient coal tech-
nology. I want you to know that I am committed to deal with being
more positive and generous toward coal, both in the budget and in
terms of our policies.

Senator BYRD. Mr. Chairman, are we asking questions at this
point or not?

Senator GORTON. We are. The Secretary sort of just put his open-
ing statement on the record, because we only have a few more min-
utes. Would you like a follow-up question on that?

Senator BYRD. I would like.

Senator GORTON. Go right ahead.
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FOSSIL ENERGY RESEARCH AND DEVELOPMENT

Senator BYRD. Well, I am deeply troubled by the implications of
this proposed deferral. It appears to be a clear indication that the
Administration does not understand or appreciate the importance
of fossil energy and fossil energy research.

This budget proposal sends a signal to the industry and the
power community that coal is not needed. The deferral, in essence,
robs one proven and worthy program to pay for other increases in-
cluded in the President’s budget.

The deferral means that the committee will be asked in the out
years, to find replacement funding for the Clean Coal Technology
Program. I look forward to working with you and other members
of the committee to resolve this issue in a positive fashion, that
leaves no doubt as to the importance of coal to our society.

My follow-up question is this: Why does the President’s budget
include a decrease for fossil energy research? Most of the other en-
ergy programs show at least modest increases in the President’s
budget. But this program, which is so important to the energy sta-
bility and health of our nation, is decreased. Proposed funding for
coal research is down and so is the proposed funding for natural
gas research.

Overall, the amount proposed in the President’s budget request
for fiscal year 2000 for the Fossil Energy Research and Develop-
ment Program is $20 million less than was enacted for fiscal year
1999.

Now, why is that?

Secretary RICHARDSON. Senator, let me just say that I know you
would have preferred a plus-up in the fossil energy budget, relative
to the fiscal year 1999 level. I, too, wanted to do more for fossil en-
ergy, but the budget caps were too tight. We did win a victory with
OMB, in that we were going to experience a deeper cut, but we
have come very close to last year’s request.

The $364 million requested for fiscal year 2000 in fossil energy
continues investments in technology, such as the capture and se-
questration of carbon dioxide, development of advanced power gen-
eration and fuel producing technologies that could reduce carbon
dioxide emissions.

I also want you to look at the recent initiative, Senator, that I've
done on oil and gas, that involve the Strategic Petroleum Reserve,
that involve making it easier to drill in federal lands, and that in-
volve several other initiatives to help the oil and gas industry.

We also need to consider the multi-billion dollar Clean Coal
Technology Program, which has been successful over its lifetime.
As I said, we got $50 million more than what was contained in the
original passback from OMB.

But Senator Byrd, I said to you that I was going to be a Sec-
retary of Energy that would not turn his back on coal; that will do
more for coal. I commit to you that when I have full control of my
budget—in the next cycle, because, as you know, I came in Sep-
tember—that you should look at my coal research budget. And I
think you will be pleased. But we will work with you to keep the
monies in there, the projects going, and recognize the importance
of coal in our future.
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Senator BYRD. Well, I appreciate that, Mr. Secretary. And we
will work together in this regard.

I just point out, Mr. Chairman, that as I indicated earlier, most
of the other energy programs show at least modest increases in the
President’s budget. But this program, this program which is so im-
portant, is decreased. And support for the program directly sup-
ports FETC. It creates jobs in West Virginia. It helps the energy
economy of the State. And the President’s budget for fiscal year
2000 takes the program back.

We appropriated $384 million to the program for fiscal year
1999. The President’s budget takes it back to $364 million. And the
DOE request to OMB for the program’s fiscal year 2000 budget,
was $440 million. So, I want to give the Secretary credit for that,
which would be an increase of $55 million above the enacted level.

But anyhow, my time is consumed. I thank you, Mr. Secretary.
Let us work together and see if we cannot do the right thing by
coal, because it is going to be very, very important. And our Clean
Coal Technology Programs are so important, if we think about
global climate problems and change.

Secretary RICHARDSON. Well, Senator Byrd, you know you have
persuaded me on that position.

Senator BYRD. Thank you. Thank you. Thank you.

FEDERAL AND PRIVATE SECTOR PARTNERSHIPS

Senator GORTON. One of the areas of endeavor in the depart-
ment, that the department for many years has most fiercely de-
fended, has been cooperative research and development leading to
the actual use of new technologies in the market place.

You talk about some of them in your written statement, but I'd
like you, if you can, to give me two or three recent examples and
tell me how, specifically, the department was involved; why it got
involved in them; and why these advances would not have been
made if we’d left it to the private sector alone.

Secretary RICHARDSON. Senator, I will answer this question. The
two that I would say to you is, one is the Partnership for a New
Generation of Vehicles (PNGV), including support for the North-
west Alliance for Transportation Technology.

This PNGV project, initiated in 1993, is a cost-shared partner-
ship whose goal is to develop technologies in partnership with in-
dustry that would enable a family sedan to achieve 80 miles per
gallon by the year 2004.

We are working with industry to development technologies which
improve fuel efficiency and reduce emissions without sacrificing
safety. These programs are the hybrid electric vehicles, fuel cells,
improved engines, and lightweight materials. I saw a lot of these
at the Detroit auto show.

But I think one recent development in the lightweight materials
is the establishment—and I know you are familiar with this—of
the Northwest Alliance for Transportation Technology, which is a
combination of industrial partners in the northwest United States
brought together to improve American technology. And I know you
have been a leader in this area.

My Assistant Secretary, Dan Reicher, is the expert on this, but
I think this is our best example. Dan, can you give another?
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Mr REICHER. Very quickly, Mr. Chairman, I have two things.
One are the advanced industrial turbines. These are very high effi-
ciency turbines that run on natural gas. And there has been very
important work done, cost shared between industry and the gov-
ernment, to develop these turbines. They are going to make a huge
difference.

They are making a huge difference today in industry, allowing
industry to generate power much more efficiently, and in some
cases, actually sell it into the grid.

We feel strongly that the development of these turbines either
would not have happened or would have been much delayed. And
there is a big international market for these.

The second example is gasification technology. This is to gasify
wastes and other materials from both the forest products industry
and from agriculture, which will allow us to produce a gas that can
fire a turbine. And in the forest products industry, this is the num-
ber one technology priority of that industry.

If this kind of technology could go into that industry, it could go
from a net user of energy to a net producer of energy, and radically
change the bottom line for the industry.

So, those are the two I would say.

Senator GORTON. Thank you.

ELECTRIC POWER INDUSTRY RESTRUCTURING

Mr. Secretary, wearing another hat or wearing the same hat in
a different committee, you are very much aware of the controversy
and the progress surrounding the restructuring of the electric
power industry, and especially in the marketing of power. And I
understand, soon we will have a recommendation from the Admin-
istration on that subject.

But, of course, the industry has been changing more rapidly than
the laws have been. It is going on quite rapidly.

How has that restructuring affected federal energy research and
development programs? Are—does this have any impact on the ac-
tual use in the market place of new techniques? And does it give
us some caution as to whether or not we ought to let some of these
restructurings work their way out before we know what research
and development directions we should take?

Secretary RICHARDSON. Senator, let me say that we think that
having a federal restructuring bill will improve the input and impe-
tus for new technologies.

As you know, a lot of the States—I think it is 19—have already
moved with restructuring legislation. We are going to have, very
soon, a restructuring bill. It is going to include—I know this is an
issue of concern to you—a BPA (Bonneville Power Administration)
title. We are discussing that.

And it is generally going to be consistent with the recommenda-
tion made by the region’s governors. So, we will work closely with
you on that.

But on the technology issue, Senator, we think that it is impor-
tant that we have a strong effort to improve our energy tech-
nologies. What we want to make sure is that our objectives are con-
sistent.
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Senator GORTON. I have several more, but Senator Campbell, you
were here, plenty on time. Have you got any questions that you
would like to put to the Secretary while he is still present?

ROCKY FLATS

Senator CAMPBELL. Well, I might just say, Mr. Secretary, that I
particularly was pleased with the amount of money that the Ad-
ministration has requested, $657 million, to continue the clean up
with Rocky Flats.

We had to—this committee put an additional $30 million last
time around, in addition to what the President had asked. So, I
think we are in the right direction, but I would like you to com-
ment on two things I said in my opening statement.

By the way, as you probably know, by the time this thing gets
cleaned up and finally shut down, we will have spent something
like $500 billion of taxpayers’ money that could have gone to en-
ergy research and developing alternative fuels and new technology
and all kinds of things to make the lives of Americans a little bet-
ter. We are still stumbling along, trying to get that shut down by
2006.

I would like you to just comment on two things. One, on this pro-
posal I heard of putting additional work in there; whether that is
going to prolong the shut down—the closing of Rocky Flats. The
second is the so-called temporary locations, which I've heard de-
scribed as tents, which I—they may be in some very safe sounding
containers, but I have to tell you that the communities around
Rocky Flats are kind of up in arms about the possibility of very,
very flimsy or substandard structures to house this waste in; some
of which obviously is radioactive; some of which is hazardous.

I would like you to comment on both of those things. By the way,
I understand the difficulty of opening WIPP. We were neighbors,
and for a long time, your home State was New Mexico. I guess if
things were turned around, Colorado would not be in a particular
hurry to accept any kind of waste from New Mexico being shipped
into Colorado.

So, I can fully understand the lawsuit that is going on, but I
would also like you to comment on that; if DOE can do anything
ti)l help resolve that, so that WIPP can be opened—those three
things.

WASTE ISOLATION PILOT PLANT

Secretary RICHARDSON. Senator, the Judge, hopefully on Tues-
day, will rule in our favor on the Waste Isolation Pilot Plant
(WIPP). And we can move waste there. This has been an endless
bureaucratic delay that

Senator CAMPBELL. This coming Tuesday you expect that deci-
sion to be made.

Secretary RICHARDSON. Yes. The Department of Energy has been
precluded bureaucratically by my own State to do its job to open
WIPP. And I am working vigorously to make sure that WIPP opens
and it is ready to open.

Senator CAMPBELL. Does that mean that they can be—shipments
transported immediately after that or is there a time frame?

Secretary RICHARDSON. Yes.
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Senator CAMPBELL. It can be.

Secretary RICHARDSON. No; I think right after that. And we are
ready to move right away.

Senator CAMPBELL. What is the need for temporary structures,
then?

Secretary RICHARDSON. Well, if it doesn’t open on time—the
Judge may rule against us. I hope he does not, but we would run
out of site storage for this waste. In other words, we would need
temporary storage.

So, let me just tell you a little bit about the tents. And let me,
at the start, say to you that if I deem that these tents are not safe,
I will reassess this decision. I commit that to you.

But I have been informed by the site that these tents were pre-
viously used to store lower level waste. And these are tents that
are being reinforced to withstand winds of more than about 100
miles an hour. These tents

Senator CAMPBELL. Winds through Boulder of 130 and 140 that
tear up planes off of the tarmac, that are chained down.

Secretary RICHARDSON. If that is the case, and if they are unsafe,
I will reassess this. But I am told that these are stainless steel, red
fabric covered structures. It is an effective short-term option for us.
But I will consult with you before I do this.

You know, WIPP—I have also got an Idaho problem. That is not
your problem, but it involves

Senator CAMPBELL. You have got a lot of problems. (Laughter.)

Secretary RICHARDSON. Now, Senator, I promise you, we will
have closure on Rocky Flats by 2006. Let me just say that it should
not be any signal.

We are accelerating the whole contracting process to meet the
2006 standard. I have made no decision on the contract, but it is
going to be focused on whether we meet the 2006 goal. And we are
committed to that.

But Senator, do not listen to the contractor, who is going around
saying they need more money to meet the 2006 goal. The money
that I have requested from you, Mr. Chairman, is all they need. So,
t}ﬁey will come and tell you that they need more. Do not believe
them.

Senator CAMPBELL. OK. I will not listen to them. I will listen to
you. And I am sure the people that live around that area will be
looking forward to your earliest visit, which you promised me, with
great anticipation. And I will remind them of your promise. Thank
you.

Secretary RICHARDSON. Thank you, Mr. Chairman.

ALTERNATIVE-FUELED VEHICLES

Senator GORTON. Let me go back to research and development.
I think it was just yesterday’s newspapers here that had a major
story on fuel cells.

To what extent does the development of fuel cell vehicles threat-
en to overtake the developments that you have talked about here
with respect to combustion engines and other, you know, alter-
natives? Is it reasonably imminent or so far in the future and so
expensive that all of these other alternatives are justified, as well?
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Ahnd?again, when is industry going to be able to go on its own on
this?

Secretary RICHARDSON. Well, Senator, we have some goals in
some years that we want to see these vehicles go commercial on
the market. We have worked very closely with industry up until
that point. They are working with us on joint research. Their tech-
nology is good. They are committed. Their record is good.

I was in Detroit. I saw what they were doing. I think this is a
very exciting new technology. Our hope is that in terms of time
lines, that they meet this goal that has been imposed in the agree-
ment they signed with the Administration. Dan?

Mr. REICHER. Very briefly, Mr. Chairman, I just wanted to say
that we are 5 years into what is a 10-year research and develop-
ment program under the partnership for a new generation of vehi-
cles. We are on track. This is what the co-chairs of Chrysler and
other auto companies say about the project.

It is a very strong partnership. With respect to your specific
question about fuel cells overtaking other technologies, I think
what we have been able to do in the partnership is narrow down,
from a whole host of propulsion technologies, to essentially two: the
so-called hybrid vehicle and the fuel cell vehicle.

Both of those have real market potential; the hybrid vehicle
somewhat before the fuel cell vehicle. And they are very com-
plelélentary in terms of the next generation of cars to be put on the
road.

So, we are down from a much larger stable of propulsion tech-
nologies that this subcommittee supported. We are down to these
two. We are making very good progress on both. We have healthy
competition from across the globe.

And if it is something that we want to win as a nation, in terms
of our auto industry, it is something we should continue to fund in
this very vital partnership.

Senator GORTON. Thank you. Today 2:30 meant 2:30 on this vote,
Mr. Secretary. We have a couple more minutes.

I have one more I would like to put to you now.

Secretary RICHARDSON. Sure.

ENERGY USE MEASUREMENT

Senator GORTON. Last year, both the House Committee and the
Senate Committee reports urged the department to make a greater
effort to increase the use of source measurement techniques in de-
partmental programs within the parameters of the law under
which you operate.

In part, this reflects the Committee’s interest in seeing that the
measurements used in assessing the relative success of various de-
partmental programs reflect as accurately as possible the actual
public benefits of these programs.

Have you taken significant steps in response to the Committee
report language? And are you concerned that measures used to as-
sess the success of any of these programs do or do not accurately
reflect their actual benefits?

Secretary RICHARDSON. Senator, we are going to continue to use
methodologies in determining appliance standards that are con-
sistent with the applicable statutes. These are what are called
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point-of-use measurements of emissions and energy costs, as op-
posed to looking at the full fuel cycle in a more complex way.

We have taken input from the language and the bill from the ad-
visory committees. Mr. Reicher, maybe, can supplement what I
have said.

Senator GORTON. Glad you came, Mr. Reicher.

Mr. REICHER. Very quickly, Mr. Chairman. There is a great dif-
ference of opinion between essentially—to be very candid—the nat-
ural gas industry and the electric industry over how to measure en-
ergy, site versus source. And as the Secretary indicated, we are
looking at both.

What we are trying to do is actually help broker this difference
of opinion. We are in the middle of a study right now that looks
at ways that we can find some common ground in this dispute and
do a better job of both measuring improvements in site energy use,
which gets to the efficiency of the appliances and the equipment
themselves, and also do a better job of seeing what kind of impact
that has back at the source of that energy; what we are doing to
the overall use of energy.

Senator GORTON. When are we likely to see that study?

Mr. REICHER. In the next couple of months. We put it into play
shortly after we got the language from you. It is being done by the
Rand Corporation. They are essentially interviewing all the people
in what I can only describe as a small holy war that is going on
with respect

Senator GORTON. We are aware of it.

Mr. REICHER. Yes.

Senator GORTON. Senator Byrd, would you like to ask one more?

Senator BYRD. I will ask one more. Thank you, Mr. Chairman.

CLIMATE CHANGE

Mr. Secretary, considerable attention is being focused on climate
change. This is an area in which I have a great interest, because
of the potential cost to energy users, the risks contained in pre-
mature decisions, and the possible energy and economic impacts
from proposed steps to reduce greenhouse gas emissions.

And there is no one answer to these difficult questions; no single
silver bullet to fix the problem. We need to build upon science and
research to help resolve the issues. Whatever approach we take,
must balance fuel diversity, domestic energy security, energy effi-
ciency, technological development, and economic growth.

In the next century, the greatest growth in greenhouse gas emis-
sions will be in the large developing countries, like China and
India. This growth provides an opportunity to promote the sale of
our clean coal technologies abroad, and ensure that developing na-
tions become partners in global solutions to climate change issues.

In my opinion, the Department is not doing enough to take ad-
vantage of this opportunity to help developing countries sustain the
environment through the sale of our clean coal technologies.

This is my question: What plans does the Department of Energy
have to facilitate the sale of U.S. clean coal technologies abroad
and encourage developing nations to install and use these clean
coal technologies?
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Secretary RICHARDSON. Senator Byrd, we appreciate your leader-
ship on this issue. And your resolution with Senator Hagel, which
basically said that we cannot seriously address climate change
without developing nations participating; makes a lot of sense.

We are focusing, at the Department of Energy, through tech-
nology, to deal with developing nations on utilizing clean coal tech-
nologies. This year, I will convene the Energy Ministers of Latin
America and Africa, precisely on that point.

How can we reduce greenhouse gas emissions through a joint
technology project? And a lot of it is due to your leadership and
that resolution.

Second, with China, India, Pakistan, Mexico, Brazil, leaders of
the developing world, we need to have more concentrated strate-
gies. We need to make these countries more familiar with Amer-
ican technology by cooperative research and development, technical
assistance, and workshops. We have to have better incentive pack-
ages for them—financing—that can reduce the costs of these new
technologies.

And we need to continue our research and development program.
But I can tell you that we got the message that you let us have
in that resolution by the fact that in the last Buenos Aires con-
ference, only Argentina and Kazakstan supported us in our efforts.

So, we need to do more to get more support. So, we commit to
you a strategy that is already in place to bring technology and our
expertise in environmental climate change to developing countries.

Senator BYRD. All right. Thank you, Mr. Secretary. I want to
work with you in this.

Thank you, Mr. Chairman.

ADDITIONAL COMMITTEE QUESTIONS

Senator GORTON. Well, Mr. Secretary, like Mr. Holyfield, you are
saved by the bell. And I think you did a somewhat better job than
he did on Saturday night.

Secretary RICHARDSON. Senator, I was there. He did lose. I was
there.

Senator GORTON. OK.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR SLADE GORTON
ACCOMPLISHMENTS

Question. You mentioned in your opening statement a few examples of tech-
nologies that have been developed with DOE assistance and successfully deployed
in the marketplace. Can you describe a few of these or other examples in more de-
tail, and talk a little bit about how specifically the Department was involved, why
the Department was involved, why these advancements wouldn’t have been made
without federal support, etc.? If possible, please choose examples of successes that
have occurred in the last year, and pick a number of examples from different pro-
gram areas.

Answer. Some of the most significant technology developments emerging from
DOE-sponsored research include the following:

—Lower-cost pollution controls: In the mid-1980s, the only available technologies
for reducing nitrogen oxides (NOx)—the pollutant that contributes to smog,
ground-level ozone, and acid rain—cost nearly $3,000 per ton of NOx. Today,
DOFE’s research and development and Clean Coal Technology efforts have
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helped develop the low-NOx burner which can reduce nitrogen oxides at costs
of only $200 per ton.

Had DOE not been involved in the development of these low-polluting burn-
ers, utilities would have likely opted for higher cost control options to meet new
federal Clean Air regulations and passed the additional costs on to ratepayers.
Recent data shows that U.S. utilities have installed one of the three major types
of low-NOx burners demonstrated in DOE’s program on 150,000 megawatts of
coal-fired capacity. Sales to date have totaled approximately $2 billion. As utili-
ties make continuing investments to comply with the Clean Air Act Amend-
ments over the next few years, sales are expected to reach 270,000 megawatts
and total nearly $4.5 billion.

Another way to control nitrogen oxide pollutants is to create a “reburn” zone
in the boiler to break down the pollutants into environmentally harmless gases.
The first units have used natural gas as the reburn fuel, but recently as part
of a DOE project, the feasibility of using micronized coal was shown. As a re-
sult, Eastman Kodak in Rochester, New York, has decided to use the technology
to meet its NOx reduction requirements, not only continuing its use at the dem-
onstration site but installing it on at least two other units after the DOE pro-
gram is finished.

—The “next generation” of power plants: Until the 1990s, power plants had basi-
cally one way to generate power from coal: burn it. In the last few years, DOE’s
coal technology program has helped pioneer a new, significantly cleaner and
more efficient way to use coal to generate electricity. The integrated gasification
combined cycle (IGCC) process changes coal into a gas that can be cleaned of
virtually all of its pollutant-forming impurities, then burns the gas in a gas tur-
bine and captures excess heat for use in a conventional steam turbine gener-
ator.

DOE’s Clean Coal Technology Program shared the costs and risks of building
the first three commercial-scale test units for this process in the United
States—each test unit targeted at a different application in the power market.
This year, one of these first-of-a-kind plants—the Tampa Electric IGCC
project—set a new power production record, generating 325 megawatts of elec-
tric power, exceeding its “nameplate” capacity of 310 megawatts. To date, Tam-
pa’s 21st century power system has accumulated more than 11,000 hours of op-
eration on gasified coal. Another of the demonstration plants, in Indiana, pro-
duced its millionth megawatt-hour of electricity and processed its 500,000th ton
of coal in October 1998, both significant accomplishments in proving the oper-
ational reliability of this new, super-clean, power generating technology.

Had DOE not been involved, the innovative technology would have likely been
confined to smaller-scale research for several more years, perhaps for a decade
or more. DOE’s involvement accelerated full-size testing of the process and posi-
tioned it for commercial market applications at a time when many nations are
looking for cleaner power options to support economic expansion.

—Smaller oil and gas “footprints.” A smaller wellpad is an environmentally better
wellpad. DOFE’s research and development program has given industry a greater
number of tools—and the confidence—to use new approaches such as horizontal
drilling and, particularly in the last year, “slimhole” drilling, to reduce the size
of wellpads. If research and development had stopped in the mid-1980s—at the
point where many of the larger oil producers in the United States began shift-
ing their attention to more lucrative prospects overseas—today’s drill pads in
the United States would have covered an additional 17,000 acres of land, an
area roughly the size of nearly 13,000 football fields.

—Four-dimensional seismic technology. One of the most significant advances in
petroleum technology has been the development of 3-D seismic imaging—which
gives producers the ability to “see” potential oil- and gas-bearing formations in
three spatial dimensions. But a DOE cost-shared project showed that imaging
technology did not have to be limited to only three dimensions. A fourth—
time—could be added to reveal entirely new and valuable data about the pro-
ductive potential of an oil reservoir. In some fields, for example, 4-D seismic
showed that reservoirs were actually being replenished by oil migrating upward
through natural fractures from deeper sources. Tapping into self-replenishing
reservoirs fed by these fracture systems is proving, in many cases, to be signifi-
cantly more economically attractive than drilling large numbers of deep, expen-
sive holes to less prolific sources. Because of DOE’s investment to move the
technology out of the laboratory and into practical application, 4-D seismic
technology accounted for more than $500 million in commercial oil and gas serv-
ices in the Gulf of Mexico in 1998.
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—Subsalt seismic imaging. One of the nation’s largest oil-bearing regions may
have been hidden beneath the large irregularly shaped salt formations the ex-
tend beneath nearly 40 percent of the Gulf of Mexico continental shelf. Now,
an industry team working in partnership with DOE’s Los Alamos National Lab-
oratory is developing advanced seismic processing techniques that increase the
resolution of potential oil-bearing formations that lie below the complex salt
structures. In the last year, this technology has spurred producers to begin new
subsalt wildcat wells. Now over 30 such wells have been drilled by 16 pro-
ducers. Eight successful discoveries have been reported so far, three of which
contain reserves of more than 100 million barrels of oil. Industry experts now
predict at least a 30 percent success rate for subsalt drilling in the Gulf—a rate
that would have been unattainable without DOE’s involvement in enhanced
seismic processing and modeling techniques.

RESTRUCTURING

Question. The electric industry continues to undergo major restructuring, based
on a combination of market forces and actions being taken in state legislatures. Fed-
eral legislation on this subject will again be a topic of considerable debate in this
Congress. How has the industry restructuring affected federal energy research and
development programs?

Answer. The two main ways that incipient and actual electric industry deregula-
tion and restructuring has affected federal energy research and development pro-
grams are as follows:

—The electric industry has reduced funding for research and development.

Under regulation, electric companies were for the most part able to pass the
costs of research on to their customers, with the approval of regulators. But
under restructuring, where competition and profit will depend crucially on re-
ducing costs, electricity companies have decreased their own research and devel-
opment as well as industry-wide contributions to EPRI. Because EPRI and indi-
vidual firms cost-share research and development with DOE, federal research
and development suffers as well.

—Products of research and development must be able to compete even more on

the basis of cost.

Although regulated utilities would always prefer to cost minimize, it is also
true that if regulators could be persuaded to put costs into rate base, the utility
could recover its costs with a profit, even if the equipment wasn’t as low cost
as it might have been. Now, however, electricity companies will concentrate
even more on choosing the cheapest technology that gets the job done. If they
were to do otherwise, the result in lost profits would immediately go to their
bottom line. Thus there is an even greater sensitivity to using research and de-
velopment to produce low- cost, emission reducing products or technologies with
a longer payback time.

Question. With the industry in a state of flux, are the new technologies being de-
veloped in these programs having trouble making it into the marketplace?

Answer. Many Fossil Energy programs are long-range in nature; for example, the
Vision 21 technologies and carbon sequestration activities. The program goals are
for these programs to be economic by the time they are introduced to market, some-
time in the 2010 to 2020 time frame, depending upon the specific technology in-
volved. Therefore, it is too early to judge whether they would have trouble making
it into the marketplace, but some indicators suggest there should be a strong mar-
ket demand.

Several recent, shorter-term Fossil Energy research and development technologies
have been very cost-effective, including low-NOx burners, which reduce NOx at a
cost about one-tenth of previously available post-combustion technology. Low NOx
burners have not had any difficulties in penetrating the market. Close to half the
existing coal power plants are using them.

Question. Should we be more conservative in making federal investments in en-
ergy generating technologies until the industry restructuring settles out, and it be-
C(l)meg more clear what types of technologies are likely to be accepted in the market-
place?

Answer. In this period of uncertainty, as electric companies focus their energies
and dollars on the pressures of restructuring—market share, mergers, domestic
versus foreign growth, and so on—the need for new technologies to provide lower
environmental emissions is unlikely to wait. Domestic energy needs, too, will con-
tinue to grow, as the economy continues its remarkable expansion. A good argument
can be made that, with private industry mostly otherwise occupied, the need for fed-
eral environmental research and development is high. Longer term, 60+ percent ef-
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ficient coal units and 70+ percent natural gas units (efficiencies calculated before
any credit for use of waste heat), with virtually zero-emissions, will take 10 to 20
years to develop. Given the desire of citizens to continue to have ever more clean
emissions, development of these technologies should not be postponed.

SITE VERSUS SOURCE MEASUREMENT TECHNIQUES

Question. Last year, both the House and Senate committee reports urged the De-
partment to make a greater effort to increase the use of “source” measurement tech-
niques in departmental programs, within the parameters of current law. This in
part reflects the Committee’s interest in seeing that the measurements used in as-
sessing the relative success of various DOE programs reflect as accurately as pos-
sible the actual public benefits of those programs. What steps has the Department
taken in response to the Committee report language?

Answer. The Department has not had to make changes in the measurements used
to assess the benefits of various programs since the Department has always used
a number of different measurements to assess public benefits. For example, in eval-
uating the impacts of appliance energy efficiency standards, the Department con-
siders the full range of impacts, including consumer and national impacts. In the
analysis of consumer impacts, the Department considers the energy directly con-
sumed by the product at the point of use. This, DOE believes, provides useful meas-
ures to consumers since it can be directly related to information readily available,
that is, utility bills. In examining the impacts of standards on the nation, however,
the Department considers the total energy consumed over the fuel cycle as well as
emissions and energy costs. In this manner, the analysis captures the total impact
of the standards.

Question. Is the Department concerned that the measures used to assess the suc-
cess of) any of its programs do not accurately reflect the actual benefits of the pro-
grams?

Answer. The Department believes that its selection of measures accurately re-
flects the benefits of its programs.

CARBON SEQUESTRATION

Question. The fiscal year 2000 budget request includes increased funding in a
number of programs for research on carbon sequestration technologies such as bio-
processing of coal, CO2 storage in coal seams, and other novel sequestration tech-
niques. Is the research proposed in any way driven by an assumption that the Kyoto
Protocol will be ratified?

Answer. Fossil Energy’s sequestration research is targeted to produce a suite of
practical technologies for deployment in the 2015 timeframe, with significant expan-
sion in scope and reduction in cost for sequestration in the following decade. In con-
trast, emission reductions under the Kyoto Protocol are required over the 2008 to
2012 time period. Hence, the research is not directly related to the Kyoto Protocol.
However, such technologies could prove useful as we define the potentially more dif-
ficult long-term goals of stabilizing greenhouse gas emissions on the long term. Ad-
ditionally, several sequestration technologies have potential worth pursuing without
any consideration of the climate issue, as they could increase U.S. energy resources
when used in conjunction with enhanced oil recovery or methane recovery from
unmineable coal seams.

Question. What other agencies are conducting research on carbon sequestration
technologies?

Answer. Other government agencies, including the U.S. Department of Agri-
culture (USDA), Department of Interior (DOI), and Environmental Protection Agen-
cy, are conducting research on various aspects of carbon sequestration. USDA and
DOI have been represented by the U.S. Forest Service (USFS) and U.S. Geological
survey, respectively. All of these agencies have been actively involved in the produc-
tion of DOE’s draft report titled “Carbon Sequestration: State of the Science.” In
this report, USDA has been actively involved in the sections which address seques-
tration in terrestrial ecosystems (soils and vegetation) and advanced biological proc-
esses. All of the agencies have served in drafting and reviewing the report, and have
participated a technical workshop that was held on this subject in October 1998. In
addition, DOE is working closely with the USFS to demonstrate enhanced produc-
tivity from marginal soils by supplying needed nutrients from coal combustion by-
products such as flyash and flue gas desulfurization waste. These products are being
applied as a part of a USFS biomass mulching research program.

Question. In your view, is the research proposed by the Department likely to re-
?ult in?economically feasible sequestration techniques at any time in the foreseeable
uture?
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Answer. Fossil Energy’s sequestration research is targeted to produce a suite of
practical technologies for deployment in the 2015 timeframe, with significant expan-
sion in scope and reduction in cost for sequestration in the following decade. Our
long-term goal for this program is to create a portfolio of technologies which can se-
quester hundreds of millions of tons of greenhouse gases per year for under $10 per
ton of carbon equivalent.

Question. Would these funds be more productively spent on some of the other, on-
going research and development programs under this subcommittee’s jurisdiction
that promise near or mid-term efficiency improvements that will also help reduce
carbon emissions?

Answer. It is not an “either-or” issue. While the Fossil Energy strategy reflected
in the budget does focus on key long term goals to achieve critical public needs and
benefits, it also addresses promising near and mid-term opportunities to improve ef-
ficiency and reduce emissions.

Fossil Energy believes that a balanced portfolio of options is necessary to address
the climate change issue. Fossil Energy has three program elements which address
climate change both over the short and long term. These are increased efficiency of
electric power generation, carbon sequestration, and more efficient use and produc-
tion of natural gas. Development of higher efficiency power generation technologies
will reduce the amount of carbon produced per kilowatt hour generated. Research
to improve the nation’s ability to supply, store, transport, distribute and utilize nat-
ural gas in an economically efficient and environmentally beneficial manner will re-
duce carbon emissions because natural gas is the least carbon intensive fossil fuel.
The purpose of the Fossil Energy sequestration program is to develop and dem-
onstrate technically, economically, and ecologically sound methods to capture, reuse
and dispose of COy, in the post-2015 time frame. The Department believes that re-
sources being requested to pursue improved fossil energy technologies are appro-
priately balanced with resources requested to pursue energy efficiency and renew-
able energy technologies.

DIRECT LIQUEFACTION

Question. The budget request contains funding for continued bench scale research
on liquefaction technology, but does not include funds for deployment of a dem-
onstration plant. What funding level would be required in fiscal year 2000 to sup-
port deployment of a demonstration plant?

Answer. On February 15, 1999, the Department solicited proposals to perform a
feasibility study, research and development and a preliminary engineering design
of an Early Entrance Coproduction Plant. Industry would be responsible for the sub-
sequent detailed design, construction and operation of the plant in the 2004 to 2007
time period. The plant must be designed to produce some combination of electricity
(or heat), fuels and chemicals through the gasification and indirect liquefaction of
coal, alone or in combination with other feedstocks such as wastes and biomass.
Since there is limited commercial interest in Direct liquefaction, the technology is
likely to be deployed a number of years after the establishment of an indirect lique-
faction industry. Thus, the bench scale research is directed toward smaller-scale
tests with longer range perspective. If the Department were to conduct preliminary
activities for direct liquefaction technology, these activities would include feasibility
studies, supporting research and site specific preliminary designs. These are activi-
ties that would create the data base needed for U.S. industry to participate in inter-
national direct liquefaction projects (for example, China).

Question. Is this something the Department considered during fiscal year 2000
budget formulation?

Answer. The Department’s current strategy is to conduct preliminary activities for
demonstration of an Early Entrance Coproduction Plant which would utilize indirect
liquefaction technology to produce ultra-low emission transportation fuels, chemicals
and electricity. The commercial deployment of direct liquefaction technology in the
United States is likely to be a number of years later than indirect liquefaction, thus
the research on Direct Liquefaction is now focused on smaller scale laboratory and
bench-scale tests. The Department did support bench scale and proof-of-concept ac-
tivity with HTI to conduct a feasibility study for a potential demonstration of direct
liquefaction technology in the Peoples Republic of China. No consideration was given
to a domestic direct liquefaction demonstration in the United States since it is be-
lieved that the first liquids plants would be based on gasification of carbonaceous
feedstocks such as petcoke, wastes and coal and, therefore, utilize the indirect con-
version route to making fuels and chemicals.
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INDIRECT LIQUEFACTION

Question. The request includes funds to continue feasibility study and conceptual
design for a pioneer Fischer-Tropsch plant in conjunction with an industry consor-
tium. How long does the Department anticipate this study will take to complete?

Answer. On February 16, 1999, the Department issued a solicitation for the Early
Entrance Coproduction Plant. Proposals were due on April 30, 1999. The activities
to be conducted within this procurement include three phases: feasibility and mar-
ket studies to address the technical, economic, and environmental issues associated
with the proposed plant concept; supporting research; and a site specific preliminary
design. It is planned to fund at least three teams to complete all three phases. Each
team’s schedule would depend on the specific scope of work the team needs to per-
form prior to doing a detailed plant design. However, it is estimated that to conduct
these three phases would require an average of four years to complete. It is esti-
mated that the first phase feasibility study will take 12 to 18 months to complete.

Question. Does the Department intend to move to a detailed design and construc-
tion phase in this program?

Answer. On February 16, 1999, the Department issued a solicitation for the Early
Entrance Coproduction Plant. Proposals were due on April 30, 1999. The activities
to be conducted within this procurement include three phases: (1) feasibility and
market studies to address the technical, economic and environmental issues associ-
ated with the proposed plant concept; (2) supporting research; and (3) a site specific
preliminary design. The Department has not committed to funding the remaining
phases that would encompass the detailed engineering design, construction and op-
eration of the plant. With the information obtained in the first three phases, it is
anticipated that the industrial teams will be able to obtain private sector funding
for the detailed design and construction phase of the program. During the initial
phases, the teams may also identify innovative financing strategies.

Question. If so, when will these stages likely be reached?

Answer. The objective of the three phase pre-detailed design activities is to pro-
vide the technical, economic, and environmental basis upon which the industrial
teams will be able to secure private sector funding. It is planned that their plants
could be ready for detailed design and construction as early as 2003.

Question. How much will construction of a pioneer plan likely cost?

Answer. The actual construction cost for an Early Entrance Coproduction Plant
cannot be accurately established until the three preliminary design phases are con-
ducted. The cost will also depend on the degree of existing facilities that are avail-
able to the industrial consortium. Preliminary economic analysis for “generic” Early
Entrance Coproduction Plants” based on Gasification configurations for a power
plant and refinery locations provided ballpark estimates of $75 to $350 million de-
pending upon the availability of existing facilities.

ADVANCED RESEARCH AND ENVIRONMENTAL TECHNOLOGY

Question. The request indicates that fuels research focus in this program is shift-
ing in part to hydrogen storage for fuel cell applications. How will the work that
would be supported by the Fossil program relate to and be coordinated with the
work being supported by the Office of Transportation Technologies?

Answer. The part of the Fossil Energy program that is shifting to hydrogen stor-
age methods that may be applied to fuel cell applications is twofold; chemical stor-
age and physical storage. The chemical storage work is the study of hydrogen re-
lease by the decomposition, under mild conditions, of coal-derived, hydrogen-con-
taining liquid fuels. The physical storage work studies the storage of hydrogen in
nano-structured [structures on the molecular scale] carbons by a sorption mecha-
nism. Both would be applicable to fuel cell powered vehicles but are also be useful
in many other applications of interest to Fossil Energy.

Generally, Fuels Advanced Research and Environmental Technology (AR&ET)
funds more exploratory work (for transfer to Fossil Energy line programs when the
technology is ready for further development). The Office of Transportation Tech-
nologies (OTT) has funded work of a more mature nature. For example, OTT (co-
funding with the Energy Efficiency/Office of Power Technology H, program) is work-
ing on carbon-fiber-reinforced tanks for storage (Thiokol Corp) of either liquid or
pressurized gaseous hydrogen for use onboard a vehicle. The advantage of carbon
is its high strength-to-weight ratio as a fibrous material. In this case, the carbon
fiber is on a macro-scale, much like fiberglass, and is a physical component of a
lightweight, hydrogen storage tank assembly suitable for vehicle use. The nano-
structured carbons of AR&ET interest, on the other hand, would be used as storage
vessel filler material that would hold the hydrogen as a sponge holds water, releas-
ing the hydrogen on mild heating or depressurization for feeding into the fuel cell.
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These materials are not yet well understood and are much further from being com-
mercialized.

Fossil Energy and Energy Efficiency/OTT are acutely aware of each other’s work
and are careful about redundancy. Work done by Fossil Energy that is applicable
to OTT is well known to them; OTT/Office of Advanced Automotive Technology is
a partner in co-funding the work in the chemical storage area. All three programs
are coordinated through periodic meetings and program reviews.

Question. The request indicates that the Department will continue to work with
the Consortium for Fossil Fuel Liquefaction Science (CFFLS) in fiscal year 2000.
What level of support does the Department anticipate providing CFFLS in fiscal
year 2000 from the AR&ET program? From other departmental programs?

Answer. The Advanced Research & Environmental Technology budget provides
$300,000 for this activity in fiscal year 2000 at the reference budget level. This is
the same funding level provided from this budget line in the current fiscal year (fis-
cal year 1999). In addition to the $300,000 budgeted by the AR&ET program, the
Indirect Liquefaction and Gas-to-Liquids budgets will each contribute $50,000, for
a total of $400,000 from Fossil Energy programs. No additional Departmental fund-
ing is provided for this activity.

Question. Mercury emissions remain a significant problem in the utilization of
coal. What progress has been made in recent years in developing cost-effective mer-
cury control technologies?

Answer. The Department has developed accurate methods to measure specific
forms of mercury in flue gases, investigated the transformation of mercury in coal
combustors, and evaluated numerous sorbents for mercury control. Bench- and pilot-
scale testing on injection of activated carbon in conjunction with conventional partic-
ulate control devices, novel particulate control techniques that work in combination
with existing particulate control equipment, and concepts that convert elemental
mercury in the flue gas to the oxidized form are being developed. Significant mer-
cury removals, up to 90 percent, are possible if most of the mercury is in the
oxidized form and the power plant is equipped with Wet Flue Gas Desulfurization.
Results from the pilot-scale tests have provided more definitive mercury control cost
data, which was incorporated into EPA’s Mercury Report to Congress. Because all
of these concepts are at the pilot stage, field testing experience would be needed be-
fore commercialization and widespread application to the utility industry.

Question. What barriers remain to deployment of such technologies?

Answer. The most significant barrier to deployment is developing mercury control
technologies that have widespread applicability across the utility industry. Coal,
when combusted, produces several distinct chemical forms of mercury, which require
specific control strategies. For example, subbituminous coals generate mostly ele-
mental mercury while combustion of bituminous and lignite coals result in varying
amounts of oxidized and elemental mercury. Control concepts that can reduce emis-
sions of elemental mercury are not effective in reducing oxidized mercury. Because
different control methods are required to capture all forms of mercury in coal com-
bustion flue gases, considerable uncertainty exists over the costs of mercury control.
More research is also necessary to determine the stability of mercury in solid or lig-
uid byproducts from potential mercury control technologies to ensure that the mer-
cury 1s not reintroduced to the environment.

Question. What work is being done in this area in fiscal year 2000 and in what
program elements?

Answer. The testing of promising mercury control concepts will be completed in
fiscal year 2000. The Department is planning to request proposals to obtain field
experience for promising mercury control technologies in the fourth quarter of fiscal
year 1999. Projects selected from this request would be implemented in fiscal year
2000. The mercury control technology research and development activities are con-
ducted in the Air Toxics/Fine Particulates key activity in the Advanced Research
and Environmental program.

In addition, the Environmental programs at the FETC and at headquarters are
each contributing $50,000 to a multi-agency study of mercury exposure and diet in
the United States. The collaborative study by the Centers for Disease Control and
Prevention and the Food and Drug Administration, to cost $825,000 over 3 years,
is co-funded by EPA, FDA, DOE, NOAA, DHHS, and NIEHS. It is scheduled to be
completed in 2001.

LOW EMISSION BOILER SYSTEM

Question. The reduction in the request for the LEBS program reflects the fact that
funds have already been appropriated for construction of the proof-of-concept facil-
ity. What is the status of the DB Riley team’s effort to obtain the required cost shar-
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ing, financing, and power sales agreements necessary to enable this project to go
forward?

Answer. As of mid-January 1999, $3 million of the $25 million full Illinois cost-
share has been appropriated. The State of Illinois supports this project and has au-
thorized $25.2 million in coal development bonds for the project and is committed
to providing the remaining $22 million necessary to complete this project. The Gov-
ernor of Illinois included the $22 million in his budget for fiscal year 2000. The Illi-
nois legislature will act on this budget which takes effect July 1, 1999.

The participants have indicated that several conditional letter agreements regard-
ing the purchase of the full power output from the Prairie Energy Project have been
received. Prospective purchasers include independent power producers and develop-
ment arms of U.S. based Fortune 500 electric utilities. The project team is currently
negotiating with prospective power purchasers, but is not able to divulge any details
due to the confidential nature of these proceedings. The participants expect negotia-
tions to be completed in the April to May time frame, at which time the results will
be made public. The project requires private debt financing of $50 million. A finan-
cial business plan was released to lenders in February 1999. Responses from lenders
are anticipated in time to have a loan commitment by June 1999. Project financing
is expected to be complete by October 1999.

Question. If the project proceeds on the schedule currently anticipated, does the
Department anticipate obligating all of the $3 million included the budget request
during fiscal year 20007

Answer. Yes, the Department intends to obligate the $3 million in the year 2000.

Question. For what specific purposes will these funds be used?

Answer. The funds will be use for Phase IV, the final portion of the program,
W{lich includes detailed design, construction, and operation of a proof-of-concept fa-
cility.

Question. Is the Department aware of the alternative proposal that would site the
proof-of-concept facility at the Savannah River site in South Carolina?

Answer. Yes, the Savannah River site was offered as an alternate site in the DB
Riley proposal submitted at the end of Phase II and III.

Question. Has the Department evaluated this proposal in any detail?

Answer. Yes, the DB Riley proposal for Phase IV, which included the Savannah
River site as an alternate site, was evaluated in 1997. The Elkhart, Illinois, site was
selected on the merits of the proposal.

Question. If the Illinois site were not viable for some reason, would the Savannah
Ri\lrer gite provide the type of operating information required to validate the tech-
nology?

Answer. Because Phase IV is cost-shared between industry and government, with
industry bearing more than 50 percent of the total project cost, to build at any site
other than Elkhart, Illinois, is the initiative of the DB Riley team, not the Depart-
ment. Thus, the details of constructing and operating a proof-of-concept facility at
another site would depend on what DB Riley proposes.

INDIRECT FIRED CYCLE

Question. $1 million is requested for combustion and furnace module development
and gystems design. How does this work relate to work performed in fiscal year
19997

Answer. The High Performance Power Systems (HIPPS) program is being restruc-
tured. Phase III, which originally was to construct and operate a prototype HIPPS,
has been eliminated. Those elements of HIPPS Phase II that are appropriate to Vi-
sion 21 will continue. The combustion and furnace module development and systems
design are among those elements.

Question. Does this represent a new direction in research, or is this simply an on-
going program element being displayed in a different manner in the justification?

Answer. This is not a new direction in research since these activities were in-
cluded as part of the original Phase II program. However, the focus of the HIPPS
program is geared towards developing modules that can eventually be used in Vi-
sion 21. Therefore, those modules of HIPPS appropriate to Vision 21 will continue.

ADVANCED RESEARCH AND ENVIRONMENTAL TECHNOLOGIES

Question. Significant increases are requested for various components of the
AR&ET program. What additional work will the increase requested for Fine Partic-
ulate Control enable the Department to do?

Answer. Additional work will be carried out in: the development of cost-effective
control technology for both primary fine particulate emissions (for example, fly ash)
and secondary fine particulate precursor emissions (SO, and NOx); the collection
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and chemical analysis of ambient fine particulate matter; the characterization of
emissions from coal-based power systems; and the assessment of source-receptor re-
lationships.

Question. At what locations is the Department currently supporting particulate
monitoring stations?

Answer. The Department is currently supporting particulate monitoring stations
in the upper Ohio River valley (southwestern Pennsylvania, southeastern Ohio, and
northwestern West Virginia); in Atlanta, Georgia; in Birmingham, Alabama; in the
Big Bend National Park in south central Texas; and in the Great Smoky Mountain
National Park in eastern Tennessee.

Question. How are decisions made regarding the location of monitoring stations
in this program?

Answer. Decisions regarding location of monitoring stations are based on discus-
sions with key public and private sector stakeholders including USEPA, state and
local agencies, and the electric utility industry, to meet the Department’s overall
goal of better understanding the relationship between coal-based power generation
and ambient air quality. Decisions on location of monitoring stations are also made
based on opportunities to leverage Department funding in ongoing monitoring pro-
grams such as those in Atlanta, Birmingham, the Great Smoky Mountain National
Park, and Big Bend National Park, that are also designed to provide a better under-
standing of the potential contributions from coal combustion to ambient particulate
matter and regional haze.

Question. How is this work coordinated with other federal and state agencies
doing similar monitoring work?

Answer. The Department works closely with USEPA and state agencies to ensure
that its monitoring activities are well coordinated. The USEPA serves on the De-
partment’s technical advisory committee for the monitoring program in the upper
Ohio River valley region. DOE and EPA also participate together in NARSTO and
on the federal Air Quality Research Subcommittee. The Department talks with
USEPA on a regular basis on fine particulate monitoring issues. In addition, DOE
has established memorandums of agreement with the states of Pennsylvania, Ohio,
and West Virginia and with the Allegheny County (PA) Health Department related
to collaboration on fine particulate monitoring in the tri-state region, and is also co-
ordinating with the mid-Atlantic region Air Management Association, which rep-
resents air quality managers from several mid-Atlantic states.

Question. How long do the Department and its partners plan on operating these
stations?

Answer. The Department anticipates collaborating with its partners on particu-
late monitoring in parallel with the current fine particulate National Ambient Air
Quality Standards implementation schedule, which calls for the collection and anal-
ysis of ambient fine particulates through 2005.

Question. What is the status of funds appropriated in fiscal year 1999 for Green-
house Gas Control?

Answer. The funds are being used to support research efforts under two programs
related to greenhouse gas control under the Fossil Energy portion of the Climate
Change technology Initiative: advanced, clean, efficient power generation tech-
nologies; and carbon sequestration research. The Fossil Energy budget for the Cli-
mate Change Technology Initiative in fiscal year 1999 is $24 million.

Question. Please provide for the record examples of the types of research that has
been funded thus far in this program element.

Answer. Examples of the type of research funded so far include the following:

—$18 million in fiscal year 1999 to initiate research to double the efficiency of
coal powerplants and virtually eliminate all emissions, including carbon emis-
sions with sequestration.

—$6 million in fiscal year 1999 for carbon sequestration research and develop-
ment. The carbon sequestration work includes technologies to capture and sepa-
rate carbon dioxide from fuel gas or flue gas, as well as technologies to dispose
of the captured carbon dioxide through various approaches, including depleted
oil and gas reservoirs, underground saline aquifers, and unmineable coal seams.

Although not in the CCTI budget, Fossil Energy also has programs to reduce
greenhouse gas emissions by improving the nation’s ability to supply, store, trans-
port, distribute and utilize natural gas in an economically efficient and environ-
mentally beneficial manner. Natural gas emits less carbon dioxide per unit of useful
energy than any other fossil fuel.

Question. Will the increase in this program be used for additional solicitations, fol-
low-on work on proposals already selected, in-house research, or all of the above?

Answer. The increased funding for the program will be used for all of the above.
At previous levels of funding for sequestration (below $2 million per year), the re-
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search program was limited to paper studies and highly leveraged Fossil Energy
contributions to research conducted by other organizations. At fiscal year 1999 and
2000 funding levels it is possible to take the better concepts emerging from our ear-
lier research and conduct small scale field tests and experiments.

ADVANCED RESEARCH AND TECHNOLOGY DEVELOPMENT

Question. How does the CO; sequestration work being done in the Coal Utilization
Science program differ from the sequestration work being supported from the Ad-
vanced Research and Environmental Technology, Greenhouse Control program?

Answer. The sequestration work being done in the Coal Utilization Science pro-
gram has broad crosscutting application and supports all of the Fossil Energy Coal
and Power Systems programs, including the Advanced Research and Environmental
Technology program, which focuses on more applied areas of sequestration research
such as sequestration in coal seams and depleted oil and gas reservoirs.

Question. Does the Department work with other federal agencies and programs
(such as the National Oceanic and Atmospheric Administration) in the Bioproc-
essing program?

Answer. The Department works with other agencies and programs to coordinate
its Bioprocessing program; specifically, the National Oceanic and Atmospheric Ad-
ministration, U.S. Geological Survey, U.S. Army Corp of Engineers, and several
state agencies.

Question. Is there a working group or council that coordinates federal research in
this area?

Answer. Within the Department of Energy, there is a Bio Energy Coordinating
Committee that Coordinates research in the biotechnology area. The Committee con-
sists of representatives from the Offices of Science, Fossil Energy, Energy Efficiency
and Renewable Energy, and Environmental Management. In addition, within
AR&TD there are working groups formed within FETC specifically to coordinate
and direct this research.

Question. Can you provide for the record some recent examples of research sup-
ported by the University Coal Research program that has proven useful to or incor-
porated into the principal programs of the Office of Fossil Energy Research and De-
velopment?

Answer. Research supported by the University Coal Research program supports
all of the principal programs in the Office of Fossil Energy’s Research and Develop-
ment portfolio. This is accomplished by the active involvement of FE headquarters
and field staff to identify and develop the highest priority research topics to be spon-
sored under an annual grant solicitation to U.S. universities. These research grants
have resulted in significant accomplishments. An example of one of the most recent
is highlighted below.

One of the grants that was awarded in 1996 was to the University of Arkansas
to investigate the fundamental problems related to the electrostatic beneficiation of
coal for cost effective sulfur reduction. The results from this project led to the devel-
opment of a new laser based instrument called an Electrostatic Spray Dynamics An-
alyzer (ESDA). It was designed to provide clean coal, by electrostatically separating
the mineral matter from coal in an environmentally safe and economic manner. The
instrument measures, in real time, the magnitude and polarity of electrostatic
charge distributions on individual particles in air. No such instrument is commer-
cially available and the technological development of this project, therefore plays a
unique role in applications where electrostatic properties of particles are employed.
These applications include spin-off benefits in the areas of powder coating,
electrophotography (used in copying machines and laser printers) as well as in elec-
trostatic beneficiation of coals and minerals.

Question. Can you provide for the record some recent examples of research sup-
ported by the University Coal Research program that has proven useful to, or incor-
porated into, the principal programs of the Office of Fossil Energy Research and De-
velopment? The HBCU program?

Answer. Generally, this program’s focus is not on technology applications but
rather on support of basic research that is appropriate for masters theses and doc-
toral dissertations. However, there are several notable and promising research
projects that have or promise to move into further research programs at DOE and
industry. Two recent examples include the following:

—A project at Hampton University titled “Attrition-Resistant Iron-Based Fischer
Tropsch Catalysts” is being conducted together with the University of Pitts-
burgh and an industry partner. They have developed, and are seeking to patent,
a highly successful new catalyst formulation. This is a candidate project to be
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incorporated into Fossil Energy’s Liquefaction program, should funds be avail-
able.

—A North Carolina A&T University presentation at the recent (March 1999)
HBCU Symposium in Miami, Florida, entitled “Dehydrogenation of Cyclohexane
in a Palladium-Ceramic Membrane Reactor by Equilibrium Shift,” produced ex-
citing results for selective production and removal of H; for which patents have
been applied. This is an extremely important area of research for the Office of
Fossil Energy since H; separation is an important enabling technology for Fossil
Energy’s Vision 21 concept.

Question. What about technologies stemming from this program that have been

incorporated into actual products currently in the marketplace?

Answer. Though the topics addressed in the annual solicitation for the HBCU/
OMI program are those that are deemed of specific interest in helping the Office
of Fossil Energy achieve their research objectives, grant awards do not specifically
target technology commercialization or market entry activities. Instead they support
basic research that is appropriate for Masters Theses and Doctoral Dissertations.

Question. Information provided by the Department indicates that a portion of Coal
Technology Export funds are allocated to non-DOE entities such as the Southern
States Energy Board, the National Association of State Energy Officials, and the
United States Energy Association. Are these allocations for specific cooperative
agreements? Dues?

Answer. All are for cooperative agreements.

Question. How did these particular entities come to receive these funds?

Answer. They were previously conducting programs funded by states and the pri-
vate sector, which were focused on goals and objectives shared by DOE. The Depart-
ment plans to provide an estimated $325,000 to Southern States Energy Board
(SSEB) in fiscal year 1999. SSEB is in the unique position of being organized spe-
cifically to work with the legislative industrial and social leaders of the south east-
ern states which represent a major coal producing region. Consequently, they have
the capability to introduce DOE to key issues, opportunities and contacts that have
a direct impact on efforts to promote the use of coal and coal technology in other
countries.

The Department plans to provide $54,150 to the National Association of State En-
ergy Officials (NASEO) to promote peer exchange between U.S. and foreign govern-
ment policy makers relating to information on Coal and Power Systems export.
NASEO has an existing International PEER exchange program in place to facilitate
these efforts and, therefore, is uniquely qualified to help leverage DOE’s program.

In addition, the Department plans to provided $250,000 to continue its coopera-
tive efforts with the United States Energy Association (USEA) to promote coordina-
tion between the World Energy Conference and the International Energy Agency re-
lated to improved environmental and efficient energy use in China and the Pacific
Rim. The USEA has an extensive network of cooperative programs with both gov-
ernment and non-government organization including the China Utility Partnership
Program, which provide unique capabilities for disseminating information and
leveraging resources.

Question. Is allocation of these funds reevaluated on an annual basis?

Answer. Yes, as a requirement of cooperative agreements, an annual evaluation
of activities is conducted during the year by DOE.

GREAT PLAINS GASIFICATION PLANT

Question. Last week you announced an agreement under which the Department
would facilitate the construction of a carbon dioxide pipeline from the Great Plains
Gasification Facility in North Dakota to oil fields in Canada. This pipeline would
allow the Great Plains facility to sell the carbon dioxide that it produces and use
the revenues from those sales to keep the facility operational. What is the value of
the tax credits being used to finance this venture?

Answer. Dakota Gasification Company has the right to claim production tax cred-
its generated by operation of the Great Plains project during the period January 1,
1999, through January 1, 2002, in an amount not to exceed $270 million. However,
Dakota Gasification Company may only retain net proceeds (gross proceeds from the
sale of the credits less applicable income taxes paid by Dakota Gasification Com-
pany) in an amount equal to 90 percent of the capitalized cost of the carbon dioxide
pipeline project and 100 percent of the capitalized cost to improve the plant’s envi-
ronmental performance. Current projections of these costs total $140 million. All net
proceeds generated in excess of this amount will be returned to the government.

Question. Why did the Dakota Gasification Company waive its right to claim Sec-
tion 29 tax credits when it purchased the gasification plant in 19887
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Answer. Dakota Gasification Company waived its right to claim Section 29 tax
credit credits as an element to enhance its offer to purchase the gasification plant
in 1988. The other finalists in the bidding process offered a partial waiver of the
Section 29 tax credits.

Question. Did the waiver of the Section 29 tax credits affect the sale price of the
facility?

Answer. The offers to purchase the Great Plains facility had several different com-
ponents which included cash payments, revenue sharing, full or partial waivers of
Section 29 tax credits, and commitments to continued operation. All finalists offered
at least a partial waiver of the Section 29 tax credits.

Question. What justification exists to essentially reverse this waiver?

Answer. Substantive potential for plant closure existed in 1998. Lower than ex-
pected gas and commodity prices jeopardized the prospects for long term operation
and the return of DOE trust funds as well as scheduled settlement payments to
DOE. The DOE agreed to make a “limited release” of the Section 29 tax credit waiv-
er in order to provide the necessary capital to construct a project to compress and
transport carbon dioxide to be used in tertiary recovery of oil and to make additional
environmental improvements to the Great Plains Synfuels Plant. These projects sig-
nificantly enhance the prospects for long term operation of the Great Plains facility
while protecting the Government’s investment and scheduled payments.

Question. What arrangements exist to guarantee that the value of the tax credits
used to finance the pipeline will be repaid?

Answer. Under the terms of the third amendment to the Asset Purchase Agree-
ment, Dakota Gasification Company has an obligation to make fixed payments total-
ing $3.3 million annually. In addition, effective January 1, 2002, Dakota Gasifi-
cation Company is obligated to pay a variable payment calculated using an applica-
ble percentage of positive cash flows.

Question. Will the CO, purchaser have a binding legal obligation to make the $3.3
million annual payments?

Answer. PanCanadian, the CO, purchaser, has an obligation to pay Dakota Gas-
ification Company a monthly demand charge. Within 10 days of receipt of the
monthly demand payments Dakota Gasification Company has a binding legal obliga-
tion with DOE to make the $3.3 million annual payment in monthly installments
under the terms of the Third Amendment to the Asset Purchase Agreement.

Question. Is there any financial risk to this portion of the deal based on possible
changes in oil markets, etc.?

Answer. The CO, agreement is structured as a long-term take-or-pay contract
with fixed demand payments as well as levels of production. Substantial costs are
required to terminate the agreement.

Question. Will the CO, demand charges and any positive cash flow to Dakota Gas-
ification be deposited in the Treasury, or will they be available to the Department
of Energy?

Answer. As with previous receipts (revenue sharing, interest on trust accounts,
return of principal from trust account funds, and settlement payments) the CO, de-
mand charges and any payments to the Department of Energy of applicable percent-
age of positive cash flows will be deposited in the Treasury as miscellaneous receipts
and not be available to the Department.

Question. If no private entity is willing to finance construction of the CO; pipeline,
why is the Department of Energy fulfilling this role?

Answer. The prospects for continued operation of the Great Plains facility and re-
turn of DOE trust funds and scheduled payments to DOE were in jeopardy. A re-
structured and amended agreement established a unique funding plan. DOE agreed
to let Dakota Gasification Company use the previously waived Section 29 tax credits
but required that the proceeds only be used to finance the CO> project and to fund
the additional environmental improvements necessary to resolve the environmental
issues at the plant. These modifications are subject to a repayment mechanism that
returns the money lost to the U.S. Treasury back to the federal government.

Question. Is construction and operation of the pipeline expected to produce any
information of scientific value?

Answer. The construction and operation of the pipeline for use in enhanced oil re-
covery significantly enhances the prospects for continued operation of the Great
Plains Synfuels Plant. The pipeline also develops the capacity for additional en-
hanced oil recovery projects in western North Dakota and Montana. The limited re-
lease of the section 29 tax credit waiver also provides the funding for additional en-
vironmental improvements including the installation of a wet electrostatic precipi-
tator to resolve pending environmental issues and improvements to a first of kind
commercial application of an ammonia based scrubbing system.
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Question. How specifically does DOE’s participation in this project relate to the
Department’s goal and objectives under the Government Performance and Results
Act?

Answer. DOFE’s participation in this project is consistent with DOE’s strategic goal
to promote secure, competitive, and environmentally responsible energy systems
that serve the needs of the public. Specific objectives within this goal include reduc-
ing the vulnerability of the U.S. economy to disruptions in energy supplies; increas-
ing the efficiency and productivity of energy use, while limiting environmental im-
pacts; and carrying out information collection, analysis, and research that will facili-
tate development of informed positions on long term energy supply and use of alter-
natives. The objectives of the DOE strategic plan are used for reporting results
under the Government Performance and Results Act.

NATURAL GAS RESEARCH

Question. The budget request includes $1.985 million for methane hydrates re-
search. How will these funds be administered?

Answer. The methane hydrates program will be administered through the Office
of Fossil Energy (FE). The Office will coordinate its activities with the hydrates re-
search and development work of other government groups, including the U.S. Geo-
logical Survey, Naval Research Lab, Minerals Management Service, National
Science Foundation, and Ocean Drilling Program. In addition, a Management Steer-
ing Committee (MSC) will be formed, comprising government and private organiza-
tions that finance methane hydrates research and/or will use the products of the
program. The MSC will ensure that work under the methane hydrates program will
complement other work conducted by federal, state, and commercial organizations
and coordinate with International groups conducting hydrates research and develop-
ment.

Question. Will the funds be used for in-house work, research contracts with other
entities, or other types of activities?

Answer. Funding recipients have not yet been determined but will almost cer-
tainly include industrial partners; other Government organizations (such as the
Naval Research Lab, U.S. Geological Survey, the Ocean Drilling Program, National
Science Foundation, and Minerals Management Service); national laboratories; aca-
demia and oceanographic institutions, including university consortia and the Fed-
eral Energy Technology Center; and Rocky Mountain Oilfield Test Center. This is
consistent with the draft Methane Hydrates Research and Development Act of 1999,
which encourages “partnerships among government, industry and institutions of
higher learning.”

Few, if any, competitive procurements would be possible at the $2 million funding
level, but at higher funding levels anticipated as the program matures, open solici-
tations would be added to the procurement mechanisms used to implement the pro-
gram.

Question. Given the current state of knowledge regarding methane hydrates, could
the Department effectively spend more money for research in this area if funds were
available? If so, how much?

Answer. Yes, the Department could effectively spend more on methane hydrates
research in fiscal year 2000. The Department considers the fiscal year 2000 Con-
gressional budget request of $1.985 million to be the appropriate level of funding.
Any proposed funding addition will have to be offset by funding reduction elsewhere
to maintain the discretionary budget cap imposed by the BEA of 1990.

Question. How would these additional funds be used?

Answer. While specific procurement plans will not be finalized until appropria-
tions have been approved by Congress, the Department anticipates that program ac-
tivities could include the following work, depending on the funding level. Most of
the funding would be used to leverage existing methane hydrates expertise at DOE
and other government agencies. No competitive solicitations are planned. At the pro-
posed $2 million funding level the program would:

—Initiate databases of hydrate locations and research results,

—Collect samples and conduct geologic/geophysical studies to define the location

and quantities of naturally occurring hydrates,

—Conduct laboratory and modeling studies of hydrate dissociation,

—Initiate preliminary seismic evaluation of subsea hydrate structure and

strength, and

—DMonitor subsea hydrate sites.

At a $10 million funding level, for example the program could also:

—Conduct laboratory studies of the geologic, geochemical, thermodynamic, and

acoustic properties of hydrates;
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—Correlate field samples with geologic, geophysical, and geochemical data;

—Develop predictive models of hydrate formation and dissociation;

—Site selection and test design for onshore production test;

—Develop preliminary production process models;

—DMonitor dispersed hydrate sites and the geologic record relative to methane re-

lease; and

—Assess methane hydrate storage options.

At the higher funding level, the program would issue competitive solicitations for
work by academia, national labs and industry. Multiple approaches would be pur-
sued and varied sites would be studied.

Question. Funds are requested in the turbine program for investigation of mid-
size turbine configurations for use in “Vision 21 powerplex applications.” Does the
incorporation of turbines into a Vision 21-type power system present large techno-
logical hurdles that will require significant additional research, or can the use of
turbines in this fashion be accomplished with relatively little reconfiguration?

Answer. Many of the Vision 21 configurations will present large technological hur-
dles for gas turbine integration. For example, current ATS turbines have been devel-
oped for operation with natural gas. Vision 21 systems are intended to be fuel flexi-
ble—capable of using coal, gas, biomass in combination with other fuels. Further de-
velopment is needed to make advanced turbines compatible with these fuels. An-
other example of a major turbine integration challenge would be associated with Vi-
sion 21 systems employing fuel cells in a hybrid fashion, which constrains operating
temperatures, pressures, and mass flows. Integrating these hybrid systems with a
gasifier will be especially challenging.

To meet the aggressive goals set for Vision 21 systems, significant effort will be
required in both integration and controls as well as in improvements in gas turbine
performance. Under the proposed Next-Generation Gas Turbine Systems program,
enabling technologies and products will be developed to support the Vision 21 pro-
gram. As clear goals and objectives emerge from the Vision 21 program, turbine-
based concepts will be defined that can be integrated into Vision 21 plants. Cur-
rently, Vision 21 gas turbine based modules are conceptualized as High Efficiency
Engines and Turbines (HEET) and are expected to include evaluation of ultra-high
efficiency systems such as reheat, recouperative cycles, hydrogen turbine systems,
and intercooled advanced cycle systems, adaptation of improvements made for nat-
ural-gas-fueled turbines to coal fuels or other opportunistic fuels, and development
of ultra- high efficiency power modules using novel or innovative concepts for com-
bustion or steam power conversion devices.

Question. Is this likely to be an area requiring significant additional resources in
future years, or can the adaptation of turbines for this purpose be accomplished
with relatively little DOE support?

Answer. Though there are near-term market spinoffs expected from the turbine
portion of the Vision 21 program (referred to as High Efficiency Engines and Tur-
bines or HEET), industry will not be able to the support this longer-term research
and development effort on their own. In addition, market restructuring has all but
eliminated public utility research and development efforts related to power genera-
tion equipment. Government/industry partnerships are needed to induce manufac-
turers to invest in technically risky, longer term, research and development efforts.

Question. The request includes $32.59 million for the Advanced Turbine Systems
program, a decrease of roughly $3 million from fiscal year 1999. Assuming Congress
provides the requested amount in fiscal year 2000, what will likely be the level of
the Department’s fiscal year 2001 budget request for this program?

Answer. The Department is currently developing its budget proposal for fiscal
year 2001. It depends on Congressional Appropriations as well as other factors.
Thus it is almost impossible to speculate on fiscal year 2001 funding levels for a
program of this magnitude at this time.

Question. In fiscal year 2002? Do we know yet whether the ATS technology devel-
oped in this program will actually meet or exceed the goals established at the outset
of the program?

Answer. Both Siemens-Westinghouse and General Electric expect to meet the
goals set forth in the ATS program. Test results, to date, indicate that they are on
track. It is expected that the full-speed, no-load tests and full-scale ATS demonstra-
tions (not being fund by DOE) will confirm that the ATS program goals have been
met. By fiscal year 2002, we expect that the utility scale testing will have been com-
pleted successfully, while the base technology program will continue to support im-
provements on turbine blades, address fuel flexibility, with a transition to inter-
mediate scale turbine development.

Question. The amount requested for the Gas-to-Liquids program represents a de-
crease of $1.5 million from the fiscal year 1999 level. Is the amount requested suffi-
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cient to maintain work on the ITM SynGas program in fiscal year 2000 at the level
contemplated in the original work plan?

Answer. No, higher levels of funding were estimated in the original work plan.

Question. If not, how much additional funding would be required to do so?

Answer. The Department considers the fiscal year 2000 budget request to be the
appropriate level of funding. The fiscal year 2000 budget currently includes $5.1
million to complete Phase I project activities that entail selecting a single membrane
material composition and developing necessary ceramic-to-metal sealing technology.
Phase I is scheduled to end during the first quarter of fiscal year 2000. Additional
funds of about $1.5 million would be required to initiate Phase II; DOE does not
propose to initiate Phase II in fiscal year 2000.

Question. What additional work, if any, could be accomplished in fiscal year 2000
if additional funds were provided?

Answer. If additional funds are provided in fiscal year 2000, we would put addi-
tional funds on the Ionic Transport Membrane (ITM) contract. The ITM project is
a three phase, $86 million, 8-year, competitively-selected effort directed to the devel-
opment and demonstration of selected ceramic membrane(s) to separate oxygen from
air and enable the precise partial oxidation of natural gas within a single reactor
to make a “synthetic gas” (syngas), which then can be converted to a liquid in a
second reactor.

Air Products and Chemical, Inc. (APCI), the prime contractor for the effort, and
DOE believe that the present Phase I deadline for completion of March 30, 2000
will be met. APCI hopes to more quickly move into Phase II work (assuming a go-
ahead decision by DOE in late 1999) with the goal of completing the initial, two
major ITM-Syngas process tests in less time than the present 3%% year schedule.

Question. Does the request include any funding in support of the alternative gas-
to-liquids technology being developed by a university team led by the University of
Alaska-Fairbanks?

Answer. No funding has been requested in the fiscal year 2000 budget for this
work because it will be fully funded with fiscal year 1998 and 1999 appropriations.

Question. What is the status of funds appropriated to date for this project?

Answer. On April 16, 1999, DOE announced the award of a 2-year, $3.1 million
university effort in support of BP Amoco’s alternative approach to one-step oxygen
separation and methane partial oxidation. DOE will provide $2.5 million to the Uni-
versity of Alaska-Fairbanks for the project. The project will also receive $625,000
in private sector cost-sharing. Joining the University of Alaska will be the Massa-
chusetts Institute of Technology, the University of Houston, the University of Illi-
nois-Chicago, and the University of Missouri-Rolla. This project will be fully funded
with fiscal year 1998 and 1999 appropriations.

Question. The request for the coal mine methane program is level with fiscal year
1999. What is the current status of this program?

Answer. The program is in Phase II which is the design phase of the field dem-
onstration of technologies for capturing and using emissions from coal mining oper-
ations.

Question. Has there been a downselection of demonstration proposals developed
in this program?

Answer. No, downselection has not yet taken place.

Question. If not, when will this selection be made?

Answer. Downselection for the field demonstration projects will begin in late sum-
mer of 1999.

Question. How many projects is the Department likely to continue supporting?

Answer. The Department plans to choose two projects for field demonstration.

Question. Assuming the amount requested in fiscal year 2000 is provided, what
will be accomplished in this program in fiscal year 20007

Answer. The program funding for fiscal year 2000 will allow for the initial imple-
mentation phase of the field demonstrations.

Question. What is the estimated funding profile for the remainder of the program?

Answer. There will be 50-percent industry cost-sharing with the field demonstra-
tions. The estimated funding profile for the remainder of the program will be as fol-
lows:

Fiscal year Amount

$500,000
1,000,000
1,000,000
1,000,000
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Question. The request proposes a 75-percent increase in Outreach and Technology
Transfer within Natural Gas Research, but does not explain what the increase will
accomplish. Why is this increase requested?

Answer. This modest increase of $187,000 would be used to provide independent
natural gas producers with better information on current and upcoming environ-
mental regulatory issues that affect their operations and potentially increase their
costs. This outreach will include information on compliance, reporting, and permit-
ting requirements and will provide training for operators on least-cost, environ-
mentally protective methods of compliance. Surveys of operators have identified the
need for better environmental regulatory and compliance information as a top pri-
ority need of independent producers. It is anticipated that the Petroleum Technology
Tt{fansfer Council and possibly others would implement this environmental outreach
effort.

FUEL CELLS

Question. The request includes $30 million for continued work on two molten car-
bonate fuel cell systems and one tubular solid oxide fuel cell system. Assuming the
budget request is provided, what will MC Power and ERC accomplish in fiscal year
2000 in their molten carbonate development programs?

Answer. In fiscal year 2000, the budget request for Fuel Cells is $37,649,000 for
the continuation of the three major development efforts, plus an additional
$4,950,000 is requested in the High Efficiency Integrated Gasification/Combined
Cycle program for the development of advanced fuel cell systems for Vision 21 gas-
ification/combustion applications.

Siemens Westinghouse will test a 250-kilowatt fuel cell turbine hybrid system at
the National Fuel Cell Research Center in California. Siemens Westinghouse will
also be involved in development of advanced fuel cell systems for Vision 21 gasifi-
cation/combustion applications.

ERC plans to complete a 250-kilowatt tall stack test in the grid connected mode
of operation at ERC’s 400-kilowatt test facility, and also plans to complete a 2500-
kilowatt power plant demonstration at a U.S. site. The results of the demonstration
will provide the basis for a commercial design for a plant in the 250-kilowatt to 3-
megawatt size range.

MC Power plans to complete a 250-kilowatt endurance stack test to validate the
lifetime and performance of stack components that will provide the basis of a total
plant systems demonstration on the 250- to 500-kilowatt size.

Question. What work will likely be done in fiscal year 2001?

Answer. ERC plans to complete the commercial design for a plant in the 250-kilo-
watt to 3-megawatt size range, and plans to conduct a megawatt scale power plant
test to validate its commercial design. MC Power plans to initiate a 250- to 500-
kilowatt plant system demonstration to validate its commercial design.

Question. How much has the Department spent thus far on molten carbonate fuel
cell development?

Answer. The Department has provided approximately $364.1 million to molten
carbonate fuel cell developers through 1998 and expects to provide an additional
$26.3 million in the current fiscal year.

Question. What is the Department’s estimate of when these technologies will be
ready for market entry?

Answer. Commercial entry could occur in the 2003 to 2004 time frame, following
pre-commercial demonstrations and the completion of the current projects.

Question. When does the Department expect to cease supporting these two devel-
opment contracts?

Answer. The current contracts are scheduled to end in 2002-2003. As with many
new technologies, the first generation of commercial fuel cells (phosphoric acid fuel
cells) have encountered significant hurdles competing with low cost, albeit less envi-
ronmentally pristine, conventional technology. However, market studies have indi-
cated that even with the high initial costs, there are distributed generation markets
for these fuel cells, particularly in applications where premium power (high quality
and reliability) is in demand. The next generation (molten carbonate and solid
oxide) fuel cells ought to be more economically attractive, but significant cost reduc-
tion will be needed to enable the capture of major market shares. DOE is currently
assessing the need for an advanced program focused on major reductions in cost for
fuel cell and balance of plant components.

Question. Does the Department intend to downselect to one molten carbonate con-
tractor during fiscal year 1999 or 2000? If not, why not? If so, when?

Answer. A decision to downselect to one molten carbonate contractor has not been
made, but that option will be considered in the course of a periodic process for eval-
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uating the progress of each of the fuel cell developers and their ability to provide
their cost share. DOE will initiate such a review at the end of May 1999, and a
determination concerning downselection will occur at that time.

Question. What would likely become of the technology and data developed with
DOE support under the terminated contract?

Answer. The outcome depends on specific contract provisions, whether the con-
tractor is a small business or a large business, and the value of the technology and
data. By statute, small businesses get an automatic right to retain title to their in-
ventions and there is no specific requirement to obtain DOE’s approval to transfer
those rights to another entity, including a foreign entity. However, the entity receiv-
ing those rights can only exercise them subject to statutory requirements that apply
to small businesses, including a requirement that products for use or sale in the
United States must be substantially manufactured in the United States. No such
requirement applies for use or sale outside the United States.

Large businesses must obtain a waiver of patent rights from DOE in order to re-
tain rights to inventions made with Government funding (that is, subject inven-
tions). Advanced waiver clauses require DOE approval before transferring patent
rights to a foreign company. The large business and any entity to which it would
transfer patent rights must substantially manufacture in the United States and
products for use or sale in the United States. Violation of this requirement subjects
the contractor to repay all funds provided by DOE and either license subject inven-
tions to a third party U.S.-owned entity who agrees to commercialize the technology
or return title to subject inventions to DOE. There are additional requirements to
license background patents necessary to practice the technology to the third parties.

The fuel cell awards also have adequate recognition provisions requiring DOE ap-
proval of any contract, license, or other agreement that transfers fuel cell technology
developed at least, in part, with government funding to a foreign entity. However,
it is not known whether adequate recognition provisions are enforceable against a
small business because there is no such restriction in the statute that gives small
businesses title to their inventions.

The contractor can use the data developed under the government award for its
private purposes as long as its reporting requirements to the government have been
met. These fuel cell contractors have the ability to withhold certain information
from public disclosure for up to 5 years under the Energy Policy Act. However, there
is nothing to prevent the contractor from transferring such data under confidential
arrangements to a foreign entity. The only contractual restrictions on the contrac-
tor’s private use of the data are related to patent and security issues, and these re-
strictions are not likely to impede the flow of data to a foreign entity.

The current value of the technology would be a factor in determining whether the
contractor would attempt to sell the technology and data, and what options DOE
might choose to exercise to prevent a significant loss of the U.S. taxpayer’s invest-
ments and loss of the technology.

Question. Have the three principal contractors in the fuel cell program each lived
up to the cost sharing requirements of their individual research agreements?

Answer. Yes, the principal contractors have lived up to the cost sharing require-
ments. Earlier in this fiscal year, MC Power began to fall behind in meeting their
cost-share requirements. DOE slowed the obligation of funding until the delinquency
was corrected. MC Power is currently meeting the cost-share requirements.

Question. Is the Department confident these cost sharing requirements will be
met in fiscal year 20007

Answer. Yes, at this time we are confident.

Question. Has the Department yet made a decision whether to proceed to Budget
Period 4 of the research program with MC Power? If not, when will this decision
li))e m?ide;’ Is so, what is the decision and the nature of the arrangement for Budget

eriod 47

Answer. No, the Department has funded the cost overrun in Budget Period 3. De-
pending on the progress made in Budget Period 3, a decision will be made whether
or not to fund Budget Period 4. This decision will be made by late spring of 1999.

Question. How has the Department acted to protect the federal investment in the
fuel cell program as a result of the Siemens-Westinghouse merger?

Answer. Siemens-Westinghouse has agreed to a provision to ensure the United
States obtains Adequate Recognition. A specific contractual clause requires the sub-
stantial manufacture of technology first developed under DOE’s program in the
United States and provides for verification. In the event that Siemens-Westinghouse
does not substantially manufacture in the United States, Siemens-Westinghouse
nﬁust repay the U.S. government all monies, with appropriate interest, granted to
them.



79

OIL TECHNOLOGY

Question. The 1998 Strategic Plan for the Office of Fossil Energy sets a goal of
stopping the decline in domestic oil production by 2005, and increasing production
by 500,000 barrels per day by 2010. Is it possible to achieve this goal if oil prices
remain as low as they are currently?

Answer. No, if oil prices remain below about $14 per barrel, we believe that it
will not be possible to arrest the decline in domestic oil production by 2005, and
to increase the production by 500,000 barrels per day by 2010. The sharp decline
in oil prices caused DOE concern about achieving the stated goal. Therefore, we
have initiated the Preferred Petroleum Upstream Management Practices (PUMP)
program, starting with $500,000 requested in fiscal year 2000.

The original PUMP program was designed to supplement existing DOE mid- and
long-term research and development through the involvement of the nation’s oil
technology experts in industry, government, and academia. The program would
focus on integrated and expedited application of advanced technologies through field
demonstrations, best practices, and resolution of environmental and regulatory con-
straints. Strategies are threefold: use known technology mechanisms; regional ap-
proaches; and integrated solutions to technology, regulatory and data constraints.

Question. Is the additional production needed to achieve this goal likely to come
predominantly from enhancements to existing wells and fields, or from development
of new fields?

Answer. The additional production needed to achieve this goal would come mostly
from enhancements to existing wells and fields (about 75 percent of total), and also
from the development of new fields and field extensions (about 25 percent of total).
Additional oil production from enhancements to existing wells and fields will result
from improved oil recovery technologies, and field demonstration of technologies,
such as the Reservoir Class program. Additional production from new fields will re-
sult from research on sophisticated computational techniques needed for much more
accurate reservoir characterization and interpretation of seismic data, such as
subsalt imaging in the Gulf of Mexico.

Question. Oil development on the North Slope presents a number of challenges.
What work is being done in the Oil Technology program that would lower the cost
of recovering heavy oil in locations such as the North Slope?

Answer. The currently ongoing research that directly relates to the recovery of
heavy oil and that has potential for lowering the cost of recovering heavy oil in loca-
tions such as the North Slope are as follows:

—DModification of Chemical and Physical Factors in Steam Floods to Increase

Heavy Oil Recovery (University of Southern California)

—Quantitative Methods for Reservoir Characterization and Improved Recovery:
Application to Heavy Oil Sands/Fundamental Geoscience Awards (Clemson Uni-
versity)

—North s%ope Heavy Oil Recovery (CRADA with BP Exploration, Inc., BDM Inter-
national)

—Heavy Oil Recovery Mechanisms (Stanford University, ARCO, Chevron, Texaco,
INTEVEP, Amoco, Exxon, Mobil, EIf)

—Transport and Phase Equilibria Properties for Steam Flooding of Heavy Oils
(Prairie View University HBCU grant)

—Reactivation of an Idle Lease to Increase Heavy oil Recovery through Applica-
tion of Conventional Steam Drive Technology, Reservoir Class III (University of
Utah, ARCO Western, Utah Geological Survey)

—Increasing Heavy Oil Reserves in the Wilmington Oil Field through Advanced
Reservoir Characterization and Thermal Production Technologies, (Reservoir
Class III)

—Removal of Heteroatoms and Metals from Heavy Oils by Bioconversion Proc-
esses (Texaco, Exxon, Unocal, Energy Biosystems, Baker Chemicals, Chevron)

—Fundamental Chemistry of Heavy Oil Thermodynamics (Oak Ridge National
Laboratory)

Past research that directly relates to heavy oil recovery in areas such as Alaska,
includes the development and demonstration of double insulated tubing for steam
injection and a downhole steam generator. Both are important in areas where per-
mafrost is encountered and both were commercialized, but not widely used due to
low oil prices.

Question. In what program elements is this work being performed and with what
research partners?

Answer. Projects 1 through 5 below are performed under the Exploration and Pro-
duction Supporting Research; projects 6 and 7 are performed under the Recovery
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Field Demonstration, and; projects 8 and 9 are performed under Effective Environ-
mental Protection.

—DModification of Chemical and Physical Factors in Steam Floods to Increase
Heavy Oil Recovery (University of Southern California)

—Quantitative Methods for Reservoir Characterization and Improved Recovery:
Applica;tion to Heavy Oil Sands/Fundamental Geoscience Awards (Clemson Uni-
versity

—North sg)pe Heavy Oil Recovery (CRADA with BP Exploration, Inc., BDM Inter-
nationa

—Heavy Oil Recovery Mechanisms (Stanford University, ARCO, Chevron, Texaco,
INTEVEP, Amoco, Exxon, Mobil, EIf)

—Transport and Phase Equilibria Properties for Steam Flooding of Heavy Oils
(Prairie View University HBCU grant)

—Reactivation of an Idle Lease to Increase Heavy oil Recovery through Applica-
tion of Conventional Steam Drive Technology, Reservoir Class III (University of
Utah, ARCO Western, Utah Geological Survey)

—Increasing Heavy Oil Reserves in the Wilmington Oil Field through Advanced
gfzser\ﬁiﬁ Characterization and Thermal Production Technologies (Reservoir

ass

—Removal of Heteroatoms and Metals from Heavy Oils by Bioconversion Proc-
esses (Texaco, Exxon, Unocal, Energy Biosystems, Baker Chemicals, Chevron)

—Fundamental Chemistry of Heavy Oil Thermodynamics (Oak Ridge National
Laboratory)

Past research that directly relates to heavy oil recovery in areas such as Alaska,
includes the development and demonstration of double insulated tubing for steam
injection and a downhole steam generator. Both are important in areas where per-
mafrost is encountered and both were commercialized, but not widely used due to
low oil prices.

Question. Are there particular problems associated with directional drilling and
other advanced drilling technology in Arctic conditions?

Answer. Yes, all drilling projects—vertical and directional—must address prob-
lems associated with the surface location in addition to problems associated with the
subsurface reservoir. Drilling projects must address diverse, often extreme, surface
environments, numerous species of wildlife, wilderness, sparse population, remote-
ness, and limited infrastructure: offshore extremes from arctic to subarctic climates;
earthquakes and associated tsunamis; volcanic activity that can result in dust fall-
out, toxic gases, land slides, floods, tidal waves, or other associated hazards. Com-
mercial fishing is an important industry in Alaska, and offshore oil exploration must
be conducted in a manner which does not interfere with these activities. Other chal-
lenges on the surface which must be met by operators drilling in the Alaska offshore
areas include: extreme wave heights and long wave periods; high tides, high cur-
rents, and strong winds; intense storms; the remoteness of the Bering Sea and
Chukchi Sea; temperatures and associated conditions require the use of special
steels, safety devices, and procedures for the protection of personnel and equipment;
and annual sea ice and pack ice dictate seasonal operations or drilling and produc-
fion structures. Downhole, there are other issues being addressed, such as the fol-
owing:

—Refrigerated mud systems are necessary when drilling in areas with permafrost;

—An independent third party review is required for new or untried technology;

—Real-time well control equipment and technology, and improved accuracy and
sophistication of equipment for monitoring of wellbore and drill string param-
eters provide early warning of abnormal down hole conditions;

—Computer application and automation of safety sensing devices and equipment;
prediction or detection of abnormal pressure through seismic data analysis or
drilling measurements, automated drill pipe handling equipment, and top drive
or improved rotary swivel equipment,;

—Avoidance of wellbore collision in areas of high well density; and

—The use of new wells versus sidetracks; conventional rotary rigs versus coiled
tubing drilling unit, horizontal and/or high angle completion profiles versus
vertical, short radius directional build profiles versus medium radius; slotted
liner completions versus solid and selectively perforated casing, chrome produc-
tion tubing versus carbon-steel tubing, thru-tubing rotary drilling and multi-lat-
eral well designs, ultra-slim diameter mud-pulse-telemetry directional drilling
tool for application through 3%-inch tubulars to drill directionally steered 2%a-
inch boreholes at Prudhoe Bay using coiled tubing as a directional extension of
the horizontal section below the existing 3%2-inch tubing string.

Question. If so, are these problems the focus of any work being performed in the

0il Technology program?
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Answer. Yes, the Department’s Oil Advanced Drilling, Completion and Stimula-
tion program includes investigation of problems associated with surface conditions
including miniaturization of equipment both uphole and downhole, and problems as-
sociated with the reservoir environments encountered during the drilling phase. The
program includes the following projects which have application to drilling in Arctic
regions:

—Fiber Optic Sensor Technology Development—optical fiber sensors for the meas-

urement of pressure, temperature, flow, and acoustic waves.

—Stimulation Research—investigation of advanced acidization treatments, forma-
tion consolidation techniques, microbial processes, formation fracturing, and
real time seismic data acquisition.

—Optimization of Horizontal Well Completion—development of guidelines and
software to optimize the horizontal well performance.

—Compact Three-phase Separator—to reduce the amount of surface area needed
for fluid separation operations on offshore platforms or onshore situations bene-
fitting from extremely small footprint.

—Advanced Cuttings Transport Facility—assessment of the ability of aerated and
compressible drilling fluids to transport cuttings under various conditions of
high temperature and pressure.

—Tulsa University Drilling Research Program—acquisition of results of experi-
mentation on the ability of aerated and compressible drilling fluids to transport
cuttings under conditions of low temperature and pressure.

—Wellbore Stability and Heat Flow—experimentation and data collection for use
in predictive models that will assist in basin development.

Question. A number of refineries in the United States have been operating under
EPA waivers for sulfur dioxide emissions. That waiver will soon expire, which may
have a severe impact on smaller refineries that cannot afford costly equipment to
reduce emissions. What technologies are being developed to lower the cost of reduc-
ing sulfur dioxide emissions?

Answer. There are several commercial technologies that are available to reduce
sulfur dioxide emissions from refineries. These technologies are constantly being im-
proved by their developer. The most utilized technology is the Claus process. To
achieve lower emissions of sulfur, two other methods are being used, enhanced
Claus conversion (for example, BSF, Selectox, Sulfreen, Cold Bed Absorption,
Maxisulf, and IFP-1 processes) and gas scrubbing (for example, SCOT and Beavon
processes).

Question. What departmental programs are supporting this type of work?

Answer. There are no programs which are intended to directly support developing
technology for capturing SO, emissions from refineries. The Environmental Systems
program has developed a number of systems for reducing SO, emissions from coal
fired power plants and this research is ongoing. Some of this technology may be use-
ful for reducing SO, emitted from refineries also.

Question. A $500,000 increase is requested for Analysis and Planning in the Ex-
ploration and Production Supporting Research program, but the justification does
not explain the purpose of the increase. Why are the additional funds necessary?

Answer. The additional funds will be used to improve the oil and gas models used
by Fossil Energy. These models are used to assess the costs and benefits of com-
peting RD&D initiatives to help pick the most beneficial RD&D; to provide metrics
to identify the benefits of oil and gas programs as part of the presentation of the
budgets; and to assess the costs and benefits of wide-ranging policy initiatives af-
fecting the petroleum industry to support DOE, the Administration, and Congress
in determining the relative merits of these proposed policies.

The additional $500,000 requested will be used to: integrate the oil and gas mod-
els that are currently separate, and add modules for offshore, environmental regula-
tions and costs, and downstream operations. These improvements will allow the in-
tegrated model to more accurately simulate how the industry operates in terms of
having an integrated perspective on oil and gas development. They will also give
the program the ability to better model new or evolving areas of the program—that
is, offshore, environmental, and downstream. This will provide significant benefits
in all three model applications described in the previous paragraph.

Question. What would be the impact if the increase were not provided?

Answer. The immediate and ongoing impact would be the loss of the information
that comes from these models as described in the three types of model applications
outlined previously. This information is vital to all aspects of the oil and gas pro-
grams in terms of providing information on the best RD&D paths to choose, metrics
information to supplement the budget process, and information to support DOE’s
wide-ranging policy initiatives. These policy initiatives include: environmental
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issues, financial and tax issues affecting the industry, and impacts of federal lands
development policies on the domestic petroleum industry.

The longer-term impact would be that, it will be more expensive to do these model
improvements in the future then it would be to do them now. This is because this
model development process has been underway since 1998 and a group of knowl-
edgeable modeling experts have been assembled and trained to do this work. Right
now these modelers can do this work with maximum efficiency and cost-effective-
ness. If this work is not funded now those modelers will be moved to other work.
Then, if it is decided these model improvements should be made some time in the
future new modelers may have to be assembled and trained, or if the same modelers
are available, they will have lost the level of knowledge they currently have on the
workings of the models and will have to be retrained.

Finally, while this is a $500,000 increase in the Analysis and Planning budget as
compared to the 1999 budget ($3.7 versus $3.2 million), this is only a $200,000 in-
crease in budget as compared to the 1998 budget when this modeling initiative
began ($3.7 versus $3.5 million).

Question. The Department will continue to provide funding for the Petroleum
Technology Transfer Council in fiscal year 2000. Was it originally intended that the
Council eventually would become self-supporting and not rely on Department of En-
ergy funds?

Answer. The Council was first funded in fiscal year 1993 with the intention that
after 5 years full support would come from industry.

Question. If so, when were federal appropriations for the Council to cease accord-
ing to the original program plan?

Answer. The original plan was to provide federal support for a 5-year period, with
DOE providing most of the funding for the first few years. Because of budget con-
straints, DOE funding for the first 5-year period was significantly below the pro-
posed levels. This resulted in a longer than anticipated time frame to set up the
Council structure.

Question. What is the current projection of when federal support for the Council
will cease?

Answer. The current grant to the Council started May 1998 and ends May 2003.
At the end of the current grant the Department will evaluate the need to continue
supporting the Council. Continuation of support will depend on the need for the type
services that the Council provides toward meeting the Department’s mission and the
ability of the Council to remain a strong technology transfer organization to the in-
dustry without federal support. The Council has been an economical and effective
tool supporting the Department in meeting its mission by assisting in the dissemi-
nation of technology developed by the Department’s research and development pro-
grams to the independent petroleum producing community.

PROGRAM DIRECTION

Question. The justification indicated that roughly $7.5 million will be allocated in
fiscal year 2000 for the SBIR and STTR programs. How are these funds allocated
each year?

Answer. These funds are set aside, by law, as a percentage of the extramural
budget (funds other than those used for in house research or for salaries). The SBIR
offset is 2.5 percent and the percentage of funds for STTR programs is 0.15 percent.
The funds are then competed.

Question. What are some examples of the types of activities funded, and their re-
lationship to Fossil Energy Research and Development program goals?

Answer. These activities are designed to provide broad support to Fossil Energy
Research and Development program goals. For Example, the SBIR topics are coal
and gas turbine systems, and recovery and utilization of fossil fuels in SBIR; the
STTR topics are instrumentation for sampling, measuring and monitoring green
house gases, coal-fired related pollutants and hydrogen.

Question. The justification indicates that four additional FTE’s will be supported
in fiscal year 2000 at the National Petroleum Technology Office. What is the ration-
ale for these additional positions?

Answer. With the closing of the National Institute for Petroleum and Energy Re-
search (NIPER), the workload for the former Bartlesville federal employees now lo-
cated in Tulsa, has increased significantly. In order to alleviate some strain on the
staff, four federal employees from the Elk Hills California Oil Field site were trans-
ferred to Tulsa. These employees are very knowledgeable of oil industry activities
and of the Department of Energy.
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ADVANCED METALLURGICAL PROCESSES

Question. It has been several years since the Albany Research Center was trans-
ferred from the Bureau of Mines to the Department of Energy. Has the transition
been successful from the point of view of the Fossil Research and Development pro-
gram?

Answer. Yes, the program at ARC has been successfully redirected to address Fos-
sil Energy research and development needs. This has been made possible by extend-
ing the cross-cutting research expertise and capabilities resident at ARC. In addi-
tion, the Fossil Energy research efforts at ARC are being effectively leveraged
throughout a number of other program offices in DOE.

Question. Is the transition complete?

Answer. Yes, as new Fossil Energy research program needs developed and
emerged, and partnership opportunities presented themselves during the past three
years, appropriate mission priorities at ARC were realigned and refocused. Today
all activities in the Advanced Metallurgical Processes program support Fossil En-
ergy research and development goals.

Question. Does the work currently being performed at the ARC directly support
the goals of the Fossil Energy Research and Development program?

Answer. Yes, as examples, two primary cooperative research opportunities ad-
dressing needs associated with the Vision 21 EnergyPlex were identified within Fos-
sil Energy and research was initiated at ARC late in fiscal year 1998. Those two
technology efforts consist of gasifier refractory materials research and mineral
carbonation for CO, sequestration research. Support from the Coal Technology Re-
search and Development-Advanced Research and Technology Development and from
the Advanced Power Systems programs is being matched with Advanced Metallur-
gical Processes funding in pursuit of this work during fiscal year 1999 and is ex-
pected to continue into fiscal year 2000 for both of these research areas. Continued
and further coordination of the ARC program with Fossil Energy research and de-
velopment goals is being accomplished through ARC participation on the Advanced
Research Product Team at the FETC. It is anticipated that ARC will continue to
be a significant contributor to critical materials enabling technologies needed for fu-
ture Fossil Energy systems.

Question. What about other DOE programs?

Answer. The Albany Research Center’s (ARC) approach for integration into its
parent Office of Fossil Energy includes efforts at establishing partnerships with
other offices within the Department of Energy (DOE) where ARC’s core capabilities
are relevant and applicable. ARC is attempting to create a balanced approach to
this integration by developing a research portfolio which complements both the Of-
fice of Fossil Energy and also other offices within the DOE, while at the same time
retaining current private sector and other government customers. An underlying
corollary to this strategy is the identification of potential future customers having
needs which can be met under the umbrella of the adaptable and flexible core capa-
bilities of the Center. Currently, it is anticipated that ARC will play a significant
role in the joint Fossil Energy/Energy Efficiency Mining Initiative.

Question. How much work for others is currently being performed at ARC?

Answer. Research efforts for organizations other than DOE (both public and pri-
vate) is currently being conducted through 19 agreements representing a total of
$370,000. Work for other DOE offices includes EE-OIT for $350,000 and EE-OTT
for $225,000. In addition, research is being conducted for other programs within
Fossil Energy for a total value of $600,000.

Question. What is the total operating budget for ARC in fiscal year 1999?

Answer. The total operating budget for ARC in fiscal year 1999, excluding specific
directed ES&H activities, is $7,300,000.

Question. How many personnel are currently employed at ARC?

Answer. Currently 83 personnel are employed at ARC representing an FTE level
of approximately 81.

CLEAN COAL TECHNOLOGY

Question. The budget requests a $256 million deferral in Clean Coal Technology
appropriations. Will this deferral, if enacted, have any impact on any remaining go/
no-go decisions for projects remaining in the program?

Answer. If the proposed deferral is enacted, it will not impact remaining go/no-
go decisions. The two projects with remaining go/no-go decisions are the Clean En-
ergy Demonstration Project—an Integrated Gasification Combined Cycle (IGCC)

lanned for Illinois and the Clean Power From Integrated Coal/Ore Reduction
(CPICOR) project—a combined steel making and power generation project planned
for Utah. For the Clean Energy project, the Department recently approved a re-
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siting of the project to Carbondale, Illinois and a restructuring of the team mem-
bers. For the CPICOR project, an extension was necessary due to a change in the
technology vendor. The next decision point for both of these projects is in December
2000, at the start of the construction phase. The proposed deferral includes a spe-
cific schedule for the return of deferred funds that will enable the Department to
meet funding commitments for these two projects.

Question. Will the deferral have any impact on outstanding decisions on whether
to approve project re-siting proposals?

Answer. The Department recently approved a re-siting/restructuring proposal for
the Clean Energy Demonstration Project—an Integrated Gasification Combined
Cycle (IGCC) planned for Carbondale, Illinois. The only CCT project without a firm
site is the Commercial Demonstration of the NOXSO NOx/SO, Removal Flue Gas
Cleanup System. The participant for the NOXSO project is in Chapter 11 Bank-
ruptcy. A suitable host site and participant financing 1s required for this project to
continue. Since the full DOE-commitment for this project has been obligated, the
proposed deferral would not impact on the decision to proceed with this project.

Question. Please provide for the record a description of all projects remaining in
the program for which go/no-go decisions remain to be made, or for which project
re-siting is under discussion.

Answer. There are two projects with remaining go/no-go decisions. These projects
are the Clean Energy Demonstration Project and the Clean Power From Integrated
Coal/Ore Reduction (CPICOR) project. Both of these projects are in the design phase
with construction scheduled to begin in December 2000. Project re-siting is required
for the Commercial Demonstration of the NOXSO NOx/SO, Removal Flue Gas
Cleanup System to proceed. The participant for the NOXSO project is currently in
Chapter 11 Bankruptcy. A suitable host site and participant financing is required
for the NOXSO project to continue.

The CPICOR project will demonstrate the integration of a direct iron-making
process with the co-production of electricity using various U.S. coals in an efficient
and environmentally responsible manner. The project will be located at the Geneva
Steel facility in Vineyard, Utah. The project will utilize the HIsmelt® Technology
for producing direct reduced iron (DRI) and the high temperature but low Btu by-
product gases from HIsmelt will be used to generate electricity. The technology is
ideal for both basic oxygen furnace and electric arc furnace steel makers and will
handle a wide range of ores and coals.

The Clean Energy project will demonstrate the commercial scale-up of the British
Gas/Lurgi (BG/L) slagging, fixed-bed gasifier with combined-cycle power generation.
In addition, the operation of a molten carbonate fuel cell (MCFC) on coal gas will
be demonstrated. The BG/L gasifier utilizes steam, oxygen, limestone flux, and coal
to produce a coal gas that is cooled and cleaned prior to combustion in a turbine
to produce electricity. The project will be located at AMEREN Corporation’s Grand
Tower Station in Carbondale, Illinois. The AMEREN Corporation intends to provide
a 50-percent ownership position in the project and provides financial strength and
the ability to market the electricity.

The NOXSO project will utilize a dry, regenerable system capable of removing
both NOx and SO in flue gas from coal-fired utility boilers burning medium- to
high-sulfur coals. In the process, flue gas passes through a fluidized-bed adsorber
containing a sorbent for capturing NOx and SO,. The captured NOx is released back
to the boiler where equilibrium processes cause destruction of the NOx. The cap-
tured SO; is recovered from the sorbent and used to produce elemental sulfur that
can be processed to produce liquid SO, a saleable by-product. The process is ex-
pected to achieve SO, reductions of 98 percent and NOx reductions of 75 percent.

In addition to these go/no-go decisions, the Department anticipates requests to
share in project cost growth for the Wabash River Coal Gasification Repowering
Project and the Self-Scrubbing Coal: An Integrated Approach to Clean Air project.

Question. Please provide for the record the 5-Year Obligation Timing Profile for
the program.

Answer. The 5-Year Obligation Timing Profile for the Clean Coal program is in
the table on the following page.



CLEAN COAL TECHNOLOGY DEMONSTRATION PROGRAM—FISCAL YEAR 2000—5 YEAR OBLIGATION TIMING PROFILE

[In thousands of dollars]

Fiscal years— Remaining
. bligations
Project f?scal years
1998 1999 2000 2001 2002 2003 2004 1999-2004
Clean energy 152,241 5,389 21,803 179,434
CPICOR 135,662 4969 e 140,631
Wabash ! 9,000 9,000
Mcintosh 4B 95,672
Mclntosh 4A 87,295
Thermochem 2,799
Project Total 185,766 9,000 287,903 10,358 21,803 329,065
Program Direction 15,000 14,900 ,399 13,919 13,019 11,597 81,294
Total Obligations 200,766 23,900 14,399 301,822 13,459 23,378 33,401 410,358
FY99 Budget (105-277) (40,000) 10,000 15,000 15,000
FY00 Request (BA) (256,000) 189,000 40,000 27,000 i s
EQY Unobligated 424,174 360,274 99,875 2,053 43,594 47,216 13815 s

1 Remaining obligation requi

shown is for an anticipated cost growth that would require ASFE approval. DOE has obligated all currently committed funds.

g8
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Question. What are the principal technology benefits of the two Clean Coal
projects for which major obligations remain?

Answer. The two Clean Coal Technology projects that have major funding require-
ments are the Clean Energy Demonstration Project—an Integrated Gasification
Combined-cycle (IGCC) planned for Illinois and the Clean Power From Integrated
Coal/Ore Reduction (CPICOR) project—a combined steel making and power genera-
tion project planned for Utah. The British Gas/Lurgi (BG/L) technology being dem-
onstrated in the Clean Energy project is a needed addition to the other gasification
technologies being demonstrated in the CCT program. The BG/L gasifier offers the
highest cold gas efficiency (over 90 percent) of any coal gasification technology. The
gasifier does not require elaborate coal feed and handling systems, as the preferred
coal size is 3 inches and has the lowest oxygen requirements of any “modern” gasifi-
cation process because of the moderate operating temperature of the gasifier. Envi-
ronmental performance of the BG/L gasifier is expected to be superior to other gasi-
fiers or among the best performing. The BG/L gasifier in an IGCC system can poten-
tially offer the lowest capital and operating costs and highest performance of any
of the existing gasifier technologies. Also, the integration of a molten carbonate fuel
cell with the IGCC technology will assist in establishing the foundation for high effi-
ciency, Vision 21-type EnergyPlex plants of the future.

The CPICOR project will demonstrate the HIsmelt" Technology for producing di-
rect reduced iron (DRI) with the co-production of electricity. The principal benefit
of the direct-iron making technology is the elimination of the need for coke in the
iron-making process. The HIsmelt" process is capable of producing high-quality pig
iron (over 95 percent iron) by simply mixing run-of-mine ores and coals in a smelter
furnace. No coke, sinter, or pellets are required as in a conventional blast furnace.
A variety of coal types and ore grades can be used in the process. The direct iron-
making process offers improved economics and reduced emissions over the conven-
tional coke oven and blast furnace technology.

Question. Do the technologies to be demonstrated in these projects (projects for
which major obligations remain) represent entirely new technologies, or are they
variations on technologies previously demonstrated within the Clean Coal program?

Answer. The two Clean Coal Technology projects that have major funding require-
ments are the Clean Energy Demonstration Project—an Integrated Gasification
Combined-cycle (IGCC) planned for Illinois and the Clean Power From Integrated
Coal/Ore Reduction (CPICOR) project—a combined steel making and power genera-
tion project planned for Utah.

The British Gas/Lurgi technology to be demonstrated in the Clean Energy project
is the fourth utility-scale gasification technology in the Clean Coal program. While
all four projects are IGCC systems, each project demonstrates unique gasification
and coal-gas cleanup technologies. Since gasification technology is viewed as one of
the most promising electric power generation options for the future, it is vital to
demonstrate the leading gasification technologies in a commercial operating envi-
ronment to enable comparisons of performance, reliability, and economics.

The direct iron-making process along with the co-production of electricity to be
demonstrated in the CPICOR project is unique in the Clean Coal program. There
have been two other projects awarded in this program relating to the use of coal
in the steel industry. The Innovative Coke Oven Gas Cleaning System for Retrofit
Applications demonstrated an innovative process for removing hydrogen sulfide and
ammonia from coke oven gas generated in the production of coke used in blast fur-
naces. The project withdrew from the Clean Coal program when coke-making oper-
ations were suspended at the host site. The Blast Furnace Granulated-Coal Injec-
tion System Demonstration project involved the use of both granulated and pulver-
ized coal as a blast furnace fuel supplement and began operation in late 1995. The
coal-injection technology reduced the use of coke in the blast furnace but did not
eliminate its use and did not offer the co-production of electricity. While both of
these projects were in the steel industry, they were completely different technologies
than what is planned for the CPICOR project.

Question. As the Clean Coal program winds down, how does the Department in-
tend to handle the reduction in personnel supported by CCT funds?

Answer. The Department intends to manage reductions in Clean Coal Technology
personnel by absorbing those reductions within the overall staffing levels provided
for Fossil Energy programs under the Strategic Alignment Initiatives. Under this
approach the CCT personnel would be reduced through attrition and transfers to
other Fossil Energy programs.

Question. Are all of these personnel likely to be absorbed into other Fossil pro-
grams through normal attrition and vacancies?

Answer. The Department anticipates that most of the Clean Coal Technology per-
sonnel will be absorbed into other Fossil programs through the savings achieved
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under the Strategic Alignment Initiatives. Certain Clean Coal Technology activities,
such as those related with recoupment, will continue for some time beyond the end
of the program.

STRATEGIC PETROLEUM RESERVE

Question. You recently announced your intention to use existing authorities to use
royalty oil to add 28 million barrels to the Strategic Petroleum Reserve. Would you
provide for the record the statutes that provide you with the legal authority to fill
the Reserve in this manner?

Answer. The authority to use royalty oil to fill the Strategic Petroleum Reserve
exists both in the Energy Policy and Conservation Act and in the Outer Continental
Shelf Lands Act. Section 160 (a)(2) of the Energy Policy and Conservation Act (42
U.S.C. 6240) authorizes the Secretary of Energy to place in storage, transport or ex-
change crude oil which the United States is entitled to receive in kind as royalties
from production on federal lands. Section 27(a)(3) of the Outer Continental Shelf
Lands Act (43 U.S.C. 1353) authorizes the Secretary of the Interior to transfer any
royalty oil to the Secretary of Energy for disposal within the federal government.

Question. Because the royalty oil being diverted to the Reserve would otherwise
take the form of a cash royalty payment to the Treasury, this proposal will in fact
have a cost. Does the use of royalty oil in this manner lower OMB’s receipts esti-
mates?

Answer. At the time this initiative was announced, the Administration estimated
that the Treasury would forego about $370 million in cash royalty receipts due to
this transfer of royalty oil. This revenue impact would be spread across fiscal years
1999 and 2000. Since that initial estimate, oil prices have increased due to eventual
impact on the Treasury could be larger.

Question. Does the use of royalty oil in this fashion manifest itself in federal book-
keeping in any manner?

Answer. Yes, at the time the oil is transferred from the Department of the Inte-
rior to the Department of Energy and becomes part of the Strategic Petroleum Re-
serve it has a market value. That value will be entered into the Department of En-
ergy balance sheet for the Reserve that is reported annually as the DOE Account-
ability Report.

Question. If not, why not fill the Reserve to capacity in this manner?

Answer. In its Statement of Policy on the Strategic Petroleum Reserve issued in
May 1998, the Administration determined to conduct a study of the Reserve’s appro-
priate size prior to year 2000. That study is scheduled for completion this summer.
The appropriate method of financing inventory expansion would be addressed only
if the Administration concludes that it should increase the inventory of the Reserve
above 590 million barrels. However, it is true that use of royalty-in-kind oil does
have a cost and this would be considered in the event that further expansion of SPR
was appropriate.

Question. The budget request includes $5 million for the SPR Petroleum Account
to bolster emergency drawdown readiness. What is the current unobligated balance
in the SPR Petroleum Account?

Answer. The unobligated balance in the SPR Petroleum Account at the end of fis-
cal year 1998 was $33,018,989.

Question. What is the total amount required to meet 100 percent of anticipated
emergency drawdown requirements?

Answer. The estimate to sustain a full 6-month drawdown capability is
$60,516,000. A maximum rate drawdown requires staff augmentation in New Orle-
ans and the sites, an increase in maintenance workload, additional posting hours
for security subcontractor personnel, and significantly higher power costs at the
sites. Additionally, terminalling/throughput charges are required for pipeline and
marine deliveries.

Question. Would the need for additional readiness appropriations for the SPR ac-
count be obviated if the Department had a mechanism whereby it could borrow from
the Treasury to cover the costs of a drawdown during the fourth quarter of a fiscal
year, then repay such borrowed amounts from the proceeds from oil sales?

Answer. If an emerging drawdown of the SPR became necessary, and there were
insufficient funds available, balances in other DOE accounts could be transferred to
the SPR oil account.

Question. Would the Department work with the Committee to see if such a mech-
anism could be developed?

Answer. The Department will work with the Committee if such a mechanism is
developed.
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NAVAL PETROLEUM AND OIL SHALE RESERVES

Question. No appropriations are requested for the Naval Petroleum and Oil Shale
Reserves, in anticipation that unobligated balances will be sufficient for program op-
erations in fiscal year 2000. What amount of unobligated balances were carried over
from fiscal year 1998 to 1999?

Answer. Unobligated balances carried from fiscal year 1998 to the Naval Petro-
leum and Oil Shale Reserves program in fiscal year 1999 are shown on the following
page:

NPR-1 and NPR-2 Operations and Maintenance ..........c..ccceeeeuveeennne $20,086,100
NPR-3 Operations and Maintenance ....................... . 65,200
Naval Oil Shale ReServes .......cccccceeeevuvveeeeeeecciireeeeeeeeecivveeeee e . 7,496,100
Program Direction (including equity/divestment activities) ............... 6,562,400

Total NPR ...ooeieiiieeeee ettt 34,209,800

Question. What is the current estimated carryover into fiscal year 2000?
. Answer. The current estimated carryover is about $21.2 million, calculated as fol-
ows:

Fiscal year 1998 End-of-Year Carryover ..........ccccccoeveevveieniensieennennne $34,210,000
Plus fiscal year 1999 Appropriation .................. . 14,000,000
Less Anticipated fiscal year 1999 Obligations ........... . —27,000,000
Anticipated fiscal year 1999 End-of-Year Carryover ........cc.ccceeeeuneee 21,210,000

Question. Assuming no new appropriations are provided in fiscal year 2000, what
level of unobligated balances does the program expect to have at the end of fiscal
year 20007

Answer. As much as $25 million of unobligated balances may be available at the
end of fiscal year 2000, based on de-obligating funds from various contracts at Elk
Hills. Earlier this fiscal year, we began identifying how much money currently
found on NPR contracts could be considered “excess” and redirected for use in other
areas of NPR’s operations. The majority of these contracts were originally put into
place to support operations at the Elk Hills oil field or its divestment. We believe
that between $8 and $25 million might be available for de-obligation: $5 million
from “inactive” contracts, $3 million from revenues generated from the sale of nat-
ural gas from Naval Oil Shale Reserve No. 3 (which transferred to the DOI on May
1, 1999, for leasing), and perhaps as much as $17 million from the former Elk Hills
oil field management and operating contractor pending the outcome of various law-
suits. Whatever money is deemed “excess” will be de-obligated from existing con-
tracts and used elsewhere within the program.

There are a number of “imponderables” which will affect the funds available at
the end of fiscal year 2000 and beyond. First, there are numerous lawsuits against
the former Management and Operating contractor arising from Elk Hills operations
that DOE may be responsible for paying. This may prevent DOE from de-obligating
the full $17 million estimated above. Second, as required by several agreements as-
sociated with the sale of Elk Hills, some environmental assessment and cultural re-
source activities are underway. Depending upon the findings, DOE may have to per-
form some environmental remediation work, thus increasing planned expenditures.
Finally, the finalization of equity with Chevron is an exacting and contentious proc-
ess that, if further delays ensue, could require funding above currently planned lev-
els, as shown below:

Estimated Funding Requirements

Estimated unobligated balance, end of fiscal year 1999 .................... $21,210,000
Obligated balances redirected from contracts ............... . 25,000,000
Estimated balance available, end of fiscal year 2000 . 46,210,000
Fiscal year 2000 anticipated obligations ............ccc.e...... . —21,240,000
Estimated remaining balance, end of fiscal year 2000 ...........c.c........ 24,970,000

Question. The justification indicates that $3.3 million will be spent for NPR-1
closeout activities, including retirement benefits for M&O contractor employees. For
how many years will NPOSR appropriated funds be required for this purpose?

Answer. DOE will fund the retirement benefits of some former contractor employ-
ees as a result of the sale of the Elk Hills oil field which caused the termination
of all current and future contracts for the management and operation of Elk Hills
by their employer, Bechtel Petroleum Operations, Inc. (BPOI). Consequently, all of
the BPOI employees were required to find new jobs or to retire. As a result of their
service, some of these employees had earned the right to post retirement or post em-
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ployment medical and dental benefits. Consistent with DOE policy and practice
under contracts for management and operation of its facilities and sites, DOE is re-
sponsible for funding such post-retirement medical benefits for these former retir-
ees. (If DOE had merely selected a new contractor to operate the Elk Hills oil field,
then the successor contractor would have been required to fulfill this obligation as
a part of their operating contract. Currently, Bechtel Nevada is administering the
BPOI post-retirement and post-contract plans through its contract with DOE at Ne-
vada. Funding for the BPOI plan is provided from Naval Petroleum and Oil Shale
Reserve appropriated funds.) The estimate of costs for this obligation is up to $1
million annually for up to 40 years for these former employees and their eligible de-
pendents.

Question. The estimated program level for environmental restoration at NPR-3
declines in fiscal year 2000 from $3 million to $1.4 million. Does the Department
anticipate those costs will continue to decline in fiscal year 2001?

Answer. No, but we are not anticipating a sharp increase, either. Environmental
restoration activity will gradually increase until the oil field is eventually aban-
doned. We have just started the process of putting together our fiscal year 2001
budget and early estimates are that the program may spend about $2.2 million on
environmental restoration activities at NPR-3 during that year.

Question. FTE levels under Program Direction drop by 23. Why do associated pro-
gram levels drop by only $876,000?

Answer. The overall drop of $876,000 would be more significant if it were not for
the change in the way the program reports divestment-related obligations in its fis-
cal year 2000 budget. While salaries and benefits are somewhat reduced in fiscal
year 2000, there are slight increases in travel and contractual services due to the
inclusion of divestment expenditures. Most divestment activities, primarily equity fi-
nalization, are funded from program direction.

Divestment expenses are paid from funds that were reprogrammed as program di-
rection from various operating accounts. Since divestment expenditures are paid
from prior year funds that had already been appropriated, prior budget submissions
did not include anticipated divestment-related obligations under program direction.
In fiscal year 2000, the program is not seeking any new appropriation of funds for
any part of its program, but believes that it is prudent to list all anticipated obliga-
tions for the year—thus causing a less significant decrease in program direction
than would otherwise be expected.

Question. Why does the program level for contractor services increase by $1.473
million?

Answer. The increase is mainly due to a change in philosophy by the program in
reporting the anticipated obligations and does not represent an actual increase in
obligations from fiscal year 1999. The fiscal year 2000 budget for the Naval Petro-
leum Reserve includes program direction funds anticipated to be obligated in sup-
port of divestment activities, specifically, finalization of equity shares with Chevron.
In prior years, unobligated balances had been reprogrammed to support such divest-
ment activities. Such expenditures were not included in previous budget requests
because no “new” money was being requested to support them. The program is still
utilizing those reprogrammed dollars in support of divestment activities, but have
included them in the fiscal year 2000 budget because we are describing all of the
new obligations that may be entered into, and not just those to be made from “new”
money. The program is not seeking any newly appropriated funds for fiscal year
2000.

Question. Does this represent more than just the adoption of the seven FTEs from
the NPR-3 site?

Answer. The increase is mainly due to a change in the way the program reports
its anticipated obligations and does not represent an actual increase in obligations
from fiscal year 1999. The fiscal year 2000 budget for the Naval Petroleum Reserve
includes program direction funds anticipated to be obligated in support of divest-
ment activities, specifically, finalization of equity shares with Chevron. In prior
years, unobligated balances had been reprogrammed to support such divestment ac-
tivities. Such expenditures were not included in previous budget requests because
no “new” money was being requested to support them. The program is still utilizing
those reprogrammed dollars in support of divestment activities, but have included
them in the fiscal year 2000 budget because we are describing all of the new obliga-
tions that may be entered into, and not just those to be made from “new” money.
The program is not seeking any newly appropriated funds for fiscal year 2000.



90

ENERGY CONSERVATION
BUILDING RESEARCH AND STANDARDS

Question. The justification indicates that the Lighting Research and Development
program in fiscal year 2000 will support work on hybrid lighting systems. Within
the $6 million request for Lighting Research and Development, how much does the
Department plan on devoting to this effort?

Answer. The ongoing industry-driven Lighting Roadmap and the analysis on hy-
brid lighting being done by ORNL this fiscal year will provide the guidance for
prioritizing activities in this research area. Provided the technical and market anal-
ysis currently underway supports the decision and that the recommendations of the
industry-driven Lighting Roadmap prioritizes this technology, meritorious proposals
for hybrid lighting received under the fiscal year 2000 competitive solicitation will
be funded.

Question. How would the Hybrid Lighting Partnership be involved?

Answer. The Hybrid Lighting Partnership is participating in the ongoing Lighting
Roadmap. If industry agrees in their roadmap recommendations that this tech-
nology is a priority in meeting its vision, hybrid lighting will be offered as one of
the topics of opportunity in the fiscal year 2000 competitive solicitation. The Hybrid
Lighting Partnership will have the opportunity to respond to the competitive solici-
tation.

Question. The Department is requesting additional funds for field testing of GAX
heat pumps that will lead to commercialization in fiscal year 2001. How much will
the Department be contributing to this effort in fiscal year 1999?

Answer. The total fiscal year 1999 appropriation for the Residential Absorption
Heat Pump was $5.91 million. This funding is being used for a variety of research,
development, and demonstration activities. Significant field testing of GAX air con-
ditioners and heat pumps is being started in fiscal year 1999. GAX technology is
being applied to a number of different products planned for market introduction
over several years. The first production equipment using GAX technology will be in-
troduced into the marketplace in 1999 (GAX chillers used for air conditioning). This
will be followed by additional product introductions currently projected for 2001
(mild ambient heating and cooling heat pumps) and 2002 (cold ambient heat
pumps). The GAX family of products is being introduced with the simplest to manu-
facéture products being introduced first and the more complex products following in
order.

A 180-unit GAX field test is planned to begin in a new subdivision (Village Green)
scheduled to begin construction in May of 1999. Village Green is a “PATH” subdivi-
sion located in Los Angeles, California. This subdivision will be almost 100 percent
air-conditioned using early production gas-fired GAX air-conditioners. Construction
and occupancy of the dwellings is scheduled to occur over a 2-year period (1999-
2000). As initial prototype GAX heat pumps (mild ambient heating and cooling heat
pumps) become available, they will be installed in Village Green (likely starting in
2000). The Village Green GAX field test is being cost-shared by Southern California
Gas Company and Robur Corp for 50 percent private sector cost-sharing. As pre-
production prototype GAX hydronic, mild ambient, and cold ambient heat pumps be-
come available, they will be placed in field test locations at various sites throughout
the country in cooperation with natural gas utilities.

Question. In fiscal year 2000 request level?

Answer. The fiscal year 2000 request for the residential absorption heat pump
program is $6.5 million. These funds will be used for the residential GAX heat pump
and the residential/light commercial “Hi-cool” heat pump. Field testing of at least
12 prototype residential GAX heat pumps will begin at various locations. A light
commercial eight-ton prototype “Hi-cool” heat pump will be fabricated and labora-
tory testing will begin.

Question. What is the level of cost sharing with industry in this phase of the pro-
gram?

Answer. In the GAX and HI-cool activities, cost share by the private sector is 35
percent coming from the manufacturers and the gas industry.

Question. Will funds be requested for additional GAX heat pump work in fiscal
year 2001?

Answer. It is anticipated that funds will be requested for GAX heat pump work
in fiscal year 2001. This would be principally for the continuing development of the
mild ambient and cold ambient GAX heat pump technology along with the associ-
ated field testing and demonstration. Some fiscal year 2001 funding would be used
for continuation and completion of field testing started in 1999 and 2000.
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Question. The request also indicates that in fiscal year 2000 the department will
. complete field test of the commercial prototype and facilitate the commer-

«

cialization of a 450-ton DCC chiller . . . with York International.” How much will
be devoted to this effort in fiscal year 2000, assuming the requested level of fund-
ing?

Answer. Fiscal year 2000 funding of $1.5 million would be devoted to the Triple-
Effect field test to be located in the Government Center of Clark County, Nevada.
This fiscal year 2000 funding is projected to be sufficient to complete the field test-
ing program. This field test is being co-funded principally by York International.

?ues?tion. How will the Department “facilitate the commercialization” of this tech-
nology?

Answer. Commercialization of the technology will be facilitated principally
through the efforts of the partners in this program during and after the field test.
For example, the Clark County Government Center was selected in part for the ac-
cessibility and visibility of the test site. In the October 27, 1998, letter of intent for
the field test, witnessed by the Secretary of Energy Bill Richardson, Clark County
agreed to cooperate in the publication and dissemination of information about the
chiller’s performance through appropriate media. The fiscal year 2000 funding will
be used principally for demonstration of the Triple-Effect chiller. Specifically, the
funding will be used to complete design and fabrication of the full size direct gas-
fired Triple-Effect chiller, installation and testing of the Triple-Effect chiller, pro-
viding technical assistance and monitoring at the test site, analyzing the test data,
and documenting the performance in published reports. This field test demonstra-
tion step is important in verifying the efficiency and economic benefits of the Triple-
Effect chiller technology for large commercial buildings. This dissemination of infor-
mation documenting the predicted substantial energy and operating cost savings of
the Triple-Effect chiller in actual operation should facilitate the commercialization
of this technology by York.

Question. Why is the Department involved at all in the commercialization phase
of this technology?

Answer. The Department is principally involved in development and demonstra-
tion of this technology. Technology transfer activities intended to result in accel-
erating utilization of this emerging technology in commercial and institutional
buildings through information dissemination would only be a small part of the total
Department effort. This small effort is important to the development of this tech-
nology, as field verification activities provide information on any final technology
changes needed to complete the development cycle.

Question. The Committee provided $500,000 in fiscal year 1999 for the demonstra-
tiondg)f modular fuel cells at federal facilities. How are these funds being adminis-
tered?

Answer. The funds are being administered under the Office of Building Tech-
nology, State and Community Programs Fuel Cells for Buildings program. Prelimi-
nary discussions have been held with a potential supplier of the modular fuel cell.
Issues of cost-sharing and demonstration vs. test and evaluation are being ad-
dressed. In addition, efforts are underway to identify an appropriate site. A work/
test proposal is being prepared and this program will begin in fiscal year 1999.

Question. The Department has worked with industry since 1997 to develop a road-
map for technology improvements in the heating, ventilation, and air-conditioning
and refrigeration sectors. The Department has reportedly been very supportive of
this Air-conditioning and Refrigeration Technology Initiative (ARTI). Have any
funds been provided in support of ARTI?

Answer. Yes, in fiscal year 1998 the Department completed the last increment of
funding of a successful multi-year program totaling $10.5 million through ARTI for
research and development in Materials Compatibility and Lubricant Research. DOE
also began work in fiscal year 1998 to establish a co-operative agreement with ARTI
to initiate a new more comprehensive program of research for the twenty-first cen-
tury, referred to as the ARTI 21-CR program. This co-operative agreement has re-
cently been approved for funding the ARTI 21-CR program.

Question. If so, how much and from what program elements?

Answer. Fiscal year 1998 funding was provided to ARTI for the Materials Com-
patibility and Lubricant Research program from the Space Conditioning and Refrig-
eration program.

Question. If not, does the Department intend to allocate any funds for this pur-
pose in fiscal year 1999?

Answer. In fiscal year 1999, $1 million will be provided to support the ARTI 21—
CR Research and Development program. Funding will come from the Space Condi-
tioning and Refrigeration program and the Technology Road Maps and Competitive
Research and Development program.
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Question. Are any funds included in the fiscal year 2000 request for this purpose?

Answer. Yes, funds are included in the fiscal year 2000 request under both the
Technology Road Maps and Competitive Research and Development program activ-
ity, and the Space Conditioning and Refrigeration program for the ARTI 21-CR pro-
gram. The level of funding will be dependent on the level of appropriations for these
program elements.

LIGHTING AND APPLIANCE STANDARDS

Question. The Department is seeking a $6.5 million, 100-percent increase for the
Lighting and Appliance Standards program, which follows on a $1 million increase
provided in fiscal year 1999. What specifically will be accomplished in the Codes and
Standards program in fiscal year 1999?

Answer. The Department plans to issue Notices of Proposed Rulemakings (NOPR)
for energy efficiency standards for ballasts, clothes washers, and residential water
heaters. A final rule for energy efficiency standards for gas kitchen ranges and
ovens will also be issued in fiscal year 1999. The Department also plans to issue
NOPRs for test procedures for dishwashers, commercial furnaces, boilers, water
heaters, air conditioners, and heat pumps. A final rule for large electric motors test
procedures will be issued in fiscal year 1999. This effort is a priority of the Assistant
Secretary and an aggressive schedule to complete the activities has been adopted
by the office.

Question. What rulemakings will be issued in fiscal year 2000? In fiscal year
2001?

Answer. Standards rulemaking activities are determined through a prioritization
process which solicits public input. The selection process for fiscal year 2000 and
2001 has not been completed yet. However, in fiscal year 2000 the Department ex-
pects to publish the following:

—Both an advance Notice of Proposed Rulemaking and NOPR proposing energy

efficiency standards for residential central air conditioners;

—Final rules for energy efficiency standards for ballasts, clothes washers, residen-

tial water heaters; and

—Final rules for test procedures for dishwashers; commercial furnaces, boilers,

water heaters, air conditioners, and heat pumps; and distribution transformers.

In fiscal year 2001, the Department expects to issue a final rule for energy effi-
ciency standards for residential central air conditioners and NOPRs proposing
standards for the following commercial equipment: furnaces, boilers, water heaters,
air conditioners, heat pumps, and distribution transformers. If sufficient funds are
available, the Department would also conduct a study to determine the potential en-
ergy savings that might be realized if standards were established for high-intensity
discharge lamps and small electric motors, as directed in the Energy Policy Act.

Question. If the program is held to the fiscal year 1999 funding level, what work
would not be accomplished in fiscal year 2000?

Answer. Increased investments in buildings technology research, development,
pre-commercial deployment and codes and standards are of critical importance to
meeting the energy and environmental challenges of our times and the next century.
However, we realize the existence of budget constraints and will work closely with
the committee staff to identify priorities.

Question. The Committee recognizes the effort the Department has put into re-
forming the Codes and Standards program, but given the contentious history of the
program, why is the Department in such a rush to issue so many rulemakings in
fiscal years 2000 and 2001?

Answer. In many instances the Department is more than 5 years behind the rule-
making schedule established by Congress. The Department is trying to catch up
with this schedule because of the huge economic and environmental benefits which
these standards will produce for consumers and the nation. By the year 2010, the
cumulative national effect of standards for five appliances (refrigerators, dish-
washers, clothes washers, clothes dryers, and room air-conditioners), will be 5.9
quads of primary energy savings and $24 billion (in 1997 dollars) in savings to con-
sumers. The standards we are currently working on for ballasts and water heaters
as well as the revisions to the clothes washer standard will collectively generate ad-
ditional savings equal to or greater than the 5.9 quads and $24 billion. The funds
requested in fiscal year 2000 will enable the Department to accelerate the analysis
and rulemaking regarding energy conservation standards for commercial furnaces,
boilers, central air conditioners, heat pumps and water heaters.
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FEDERAL ENERGY MANAGEMENT PROGRAM

Question. Information provided by the Department indicates that federal energy
use has been reduced by 17 percent from 1985 and that the Department’s goal is
to reach the 20-percent level by fiscal year 2000. Is any of the 17-percent gain at-
tributable to a reduction in space occupied by the federal government since 19857

Answer. No, the Energy Policy Act of 1992 specifies that the goal is to be meas-
ured by energy use per gross square foot, which is a measure of efficiency. Progress
toward the goal is calculated using reported current year energy use divided by cur-
rent year square footage in goal buildings.

Question. Is any of the gain attributable to efficiency gains from closure of old fa-
cilities or the movement from old to new facilities that would have taken place re-
gardless of the existence of the Federal Energy Management Program (FEMP)?

Answer. Yes, renewal of the building stock is one component of efficiency change.
However, the extent of change attributable to these circumstances is not calculable,
as agencies report only aggregate square footage and energy use; individual build-
ings are not tracked other than those excluded from the goal calculation. Some of
the increased efficiency in new federal buildings can be attributed to FEMP efforts
to promote energy efficient new construction through design assistance activities,
designation of federal showcase facilities, collaborative efforts with GSA, as well as
the established federal building code.

ngstion. Have these statistics been verified by entities outside of the Depart-
ment?

Answer. No, there is no requirement or funding for independent third party
verification or audit of these statistics. Third parties have examined the annual re-
ports to Congress, have commented on progress toward established goals, and have
made suggestions for improvement. These reviews, however, have not actually au-
dited or verified the reported data.

Question. Is the primary goal of the FEMP program to reduce energy costs to the
federal government, or to reduce energy consumption generally?

Answer. The FEMP program is structured to save both energy and energy costs.
Federal energy management goals established by the Energy Policy Act of 1992 and
Executive Order 12902 are energy efficiency improvement goals, measured in BTU
per gross square foot reductions from a 1985 baseline. The achievement of these
goals is to be accomplished in a life- cycle cost effective manner, as specified in the
code of federal regulations.

Question. What are the Department’s Government Performance and Results Act
performance measures for the program?

Answer. The Department’s Government Performance and Results Act performance
measures for FEMP are the Energy Policy Act goal of a 20-percent reduction in en-
ergy use per gross square foot of goal building area by 2000, and the Executive
Order 12902 goal of a 30-percent reduction in the same measure by 2005. Both are
measured against a 1985 baseline. Intermediary performance measures are focused
on putting in place, and implementing Energy Savings Performance Contracts that
enable agencies to invest in efficiency, renewable and advanced technologies.

Question. Is the 17-percent reduction in energy use calculated using primarily
“source” or “site” based techniques?

Answer. Progress toward the goal is measured in site energy.

Question. How do you respond to criticisms that energy savings since 1985 meas-
ured on a “source” basis are close to 0 percent?

Answer. When measured on a primary energy (source-based) basis, energy con-
sumed in fiscal year 1997 in federal buildings per square foot was 4 percent below
the fiscal year 1985 baseline. Source-based measures effect the reporting of elec-
tricity and steam consumption and include the consumption of resources used to
generate and transport the energy to the point of use. As such, source-based calcula-
tions are an estimate based on the average heat content of those constituent fuels
and the generation efficiency. The FEMP uses 11,600 Btu per kilowatthour of elec-
tricity to estimate primary energy consumption for electricity used. This is compared
to the heat content of a site-delivered kilowatthour of 3,412 Btu. Using a source-
based measure of consumption increases the proportion of electricity in the fuel mix
by more than three fold, resulting in a consumption trend that more closely mirrors
that of electricity. Electricity intensity increases in federal buildings peaked in fiscal
year 1994, at 17 percent above fiscal year 1885 consumption per square foot. Since
fiscal year 1994, however, electricity intensity in federal buildings has decreased
more than 4 percent.

The federal government uses site-based energy accounting because federal agen-
cies can measure and report based on their site metered and billed consumption.
This method is direct and accurate, comparable across regions, and readily con-
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verted into economic terms. While program goals have been set on a site energy
basis, we have tried to provide additional direction to federal energy managers. All
federal energy management decisions are to be based on a life- cycle cost basis. The
Interagency Energy Policy Committee has provided guidance instructing that energy
projects that save source (total) or site energy should be completed where there are
cost savings to the government. The choice whether to switch from one energy
source to another, where the source versus site issue arises, is left to individual
agencies and sites, based on all relevant factors and local conditions they face when
making that decision.

The success of federal energy management is reflected in an estimated program
impact of approximately $900 million (1997 dollars) in annual energy cost savings
in 1997 from the 1985 baseline. Total reduction in the energy bill for federal build-
ings was $2.16 billion in 1997 from 1985 levels, reflecting all factors influencing
buildings energy use (that is, reductions in square footage, energy price reductions,
building retirement and new construction, changes in mission, and changes in
equipment,).

Question. Can the Department do more to ensure that the FEMP program pro-
motes both cost savings and reductions in energy use measured on a “source” basis?

Answer. The FEMP program supports the pursuit of all life-cycle cost-effective en-
ergy efficiency, renewable energy, and advanced technology investments by federal
energy managers. The Interagency Energy Policy Committee has provided guidance
instructing that energy projects that save source (total) or site energy should be
completed where there are cost savings to the government. The choice of whether
to switch from one energy source to another is left to individual agencies and sites,
based on all relevant factors and local conditions.

Question. I understand the Administration is actively considering an Executive
Order designed to ensure that federal agencies move aggressively to implement en-
ergy management projects that provide both cost savings and reductions in energy
use. What is the status of this Executive Order?

Answer. A draft Executive Order is being prepared by the Office of the President
at this time.

Question. Pursuant to language included in the Interior appropriations bill several
years ago, the Department can be reimbursed by other agencies for work performed
in the FEMP program and use such reimbursements for additional work within the
program. The budget justification estimates total reimbursements to be $1.2 million
in fiscal year 1999 and $3.5 million in fiscal year 2000. Will the Department’s esti-
mates for fiscal year 1999 hold up?

Answer. The status of reimbursements for FEMP technical and contracting serv-
ices associated with the Super-ESPC program as of March 30, 1999, is as follows:

Funds in hand .......occoooviiiiiiiiceceeeeeeeee et $203,000
Billed or billable .......... .. 460,000
Anticipated near-term . . 330,000
Anticipated long-term 1200,000

1 Approximate at fiscal year-end.
Total available and anticipated receivables are approximately $1 million by year-end.

Question. To what level does the Department estimate such reimbursements will
rise in the future?

Answer. At this time the Department estimates that up to $36 million in direct
and indirect costs associated with servicing the FEMP Super-ESPC contracts could
be recovered by reimbursement by customer agencies through fiscal year 2005. The
actual amount recovered is dependent upon the extent to which agencies choose the
FEMP Super-ESPCs as a financing mechanism, and the extent to which agencies
need to access FEMP’s technical resources in support of their efficiency projects. Ad-
ditional amounts of reimbursables are anticipated from support of agencies technical
needs associated with utility-financed projects. The FEMP will be closely monitoring
the federal market response to the various available financing mechanisms, and ad-
justing its budget requests to reflect infrastructure, staffing, and contractual re-
quirements to meet demands for FEMP technical assistance and Super-ESPC use.
The distribution of receipts of reimbursable funds across the performance period is
dependent upon the timing of demand for FEMP services and whether or not agen-
cies choose up front or delayed reimbursement of the Department for those services.

Question. Can this Committee at some point anticipate a budget request for
FEMP that will be level or actually decline from the previous year based on the
availability of these reimbursements?

Answer. Among the chief assumptions were meeting the Executive Order 12902
fiscal year 2005 30-percent goal, full funding of the budget requests, and sufficient
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market demand for FEMP Super-ESPCs to generate the projected reimbursable
funding stream. Appropriations significantly less than those requested in fiscal year
1999 resulted in lower FEMP levels of ESPC services and delivery order activity,
and proportionate loss of reimbursable activities and funds, which delays and de-
creases the potential for lower budget requests in the out years.

Lower than expected demand for FEMP Super-ESPCs in the early years would
also decrease the potential of receipt of reimbursed funds, and subsequent decreases
in budget requests. The federal market of alternatively financed energy efficiency
and renewable energy projects is dynamic, and FEMP will closely monitor the mar-
ket and adjust its budget requests to reflect the level of demand for FEMP technical
and contracting services accordingly. The fiscal year 2000 budget request includes
funding to support alternative finance approaches to mobility energy efficiency,
water conservation, and efficiency in federal leased space. These are new activities
that will require appropriations support over and above the fiscal year 1999 appro-
priations level.

Lower outyear appropriations requests for FEMP alternative financing activities
are possible, given adequate appropriations in early years to establish a base of re-
imbursable activities, and sufficient utilization of FEMP services and contracts by
agencies. Additional appropriations requests in the out years are possible for new,
currently unknown, initiatives associated with energy and cost savings opportunities
in the federal government. The FEMP will strive to hone its program to the highest
value activities, and to submit budget requests aligned with achieving the greatest
benefit to the government in terms of energy and costs savings outcomes.

Question. The FEMP program now has in place “Super Energy Savings Perform-
ance Contracts” in various regions to facilitate the development of energy savings
a}t fec%er‘a)ll sites. How much actual work has been contracted with this mechanism
thus far?

Answer. Seven projects have been awarded under the Super-ESPCs for the U.S.
Coast Guard, the Federal Aviation Administration, the General Services Adminis-
tration, the U.S. Forest Service, the Department of Veterans Affairs, and the Na-
tional Aeronautics and Space Administration. These projects are being financed
with over $27.5 million of private sector funds. The projects will result in gross sav-
ings of $57 million. The contractors’ investments will be paid from these savings.

Question. Is progress to date as great as predicted by the Department in pre-
senting its fiscal year 1999 budget request?

Answer. Progress to date is on track. There are currently about 190 delivery or-
ders signed, in progress, or supported by FEMP under the Super-ESPCs. Several
of those cover multiple facilities which have been bundled together under a single
delivery order. This bundling will make the contracts easier to administer for both
the government and the energy service company. Of the 190, about 62 have already
either signed delivery orders (7) or selected a specific a contractor (565) to evaluate
the facility and prepare a proposal specifically tailored to the site. Within the 190,
we have some Department of Defense sites we have worked with to move toward
a delivery order. Some of those sites are likely to use the contracts that the Army
and Air Force have awarded but the results will still be the same, the agency will
realize energy savings and cost savings.

We do not expect to “close” each of the delivery orders we now have in process,
but since starting the Super-ESPC process, we are continually responding to new
requests for delivery order assistance. Our projection for 1999 reflects our estimate
of the total number of agency requests for support in developing delivery orders.

Question. If not, why not?

Answer. We now have lessons learned that will help to speed up project imple-
mentation. The ESPC process is a new way of doing business for the federal govern-
ment. We are working with agencies’ technical, contracting, legal, and budget per-
sonnel to guide them through the process. One additional delay in the delivery order
process was caused by agencies developing processes for required notifications to
Congress for projects with cancellation ceilings in excess of $750,000. Since most
agencies are now signing their first ESPC delivery orders requiring Congressional
notification, they are having to set up processes within their organizations to man-
age the notification. This usually slows the first delivery orders and improves some-
what in later orders. However, DOE intends to submit a legislative recommendation
to raise the notification limit from $750,000 to some higher level, yet to be deter-
mined, in order to minimize these delays in future.

Question. Is there anything that this Committee can do to encourage other federal
agencies to pursue energy savings contracting more aggressively?

Answer. Yes, the FEMP has been given the authority to accept funds from agen-
cies for assistance they receive from FEMP for achieving energy efficiency through
Super-ESPCs. The cost the Department is seeking to recover from other agencies
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is quite modest, from $10,000 to $50,000 for a delivery order, depending on the level
of services required by a particular federal site. These costs are far less than what
it would cost an agency to develop and implement an energy savings performance
contact from scratch. In addition, the time from initiation to completed project is
greatly reduced through utilization of the existing FEMP-based contracts. In spite
of these advantages some agencies and sites are reluctant to commit to use of the
contracts because of reimbursement requirement, citing lack of funding or an un-
willingness to lose part of their projected savings. The Committee could be helpful
if it encouraged all agencies to utilize FEMP services and the private sector energy
savings performance contracts.

TRANSPORTATION TECHNOLOGIES

Question. Within the limitations of its funding allocation, this subcommittee has
been supportive of the Partnership for a New Generation of Vehicles (PGNV) pro-
gram. How does progress within the program to date measure against the goals es-
tablished at the outset of the program?

Answer. Today, at the halfway point, we consider the PNGV to be a successful
partnership. When PNGV began, some said that the auto manufacturers and gov-
ernment could not work together. Five years of cooperation have proven the skeptics
wrong. This unprecedented partnership is now viewed by many as a model for gov-
ernment and industry working together to meet technology challenges of national
importance. The program is on schedule. As planned, research and development ac-
tivities have been narrowed to those technologies identified as “most promising” by
the technology selection process in 1997. Concept cars employing these technologies
are under development and expected in 2000. Pre-production prototype vehicles are
due in 2004. The concept cars displayed by companies at the January 1999 North
American International Auto Show in Detroit include technologies developed or en-
hanced through the PNGV program and provide public evidence that significant
progress is being made. We expect that many PNGV technologies will be used in
Zport utility vehicles, pickups, and medium and heavy trucks, not just mid-sized se-

ans.

Question. A focus of the Transportation program has been development of “clean
diesel” engines that would increase efficiency and lower emissions of sport utility
vehicles. What are the significant barriers remaining in the development of ‘clean
diesel’ engines that would be affordable and acceptable to consumers?

Answer. The major remaining technical challenge is to reduce the exhaust emis-
sions of the diesel engine to near-zero levels, to meet upcoming California Air Re-
sources Board and Environmental Protection Agency standards. The specific emis-
sions-related barriers that require further federal research and development support
are reductions of nitrogen oxides and particulate matter. An advanced formulation,
low-sulfur fuel is also critical to overcoming these barriers. High volume use of die-
sel-powered passenger cars in the European market will continue to drive reduction
of engine cost, but fuel injection and emission control system costs will increase in
the near-term to meet these more stringent requirements. Other factors important
for consumer acceptability such as noise, vibration, cold starting ability, and accel-
eration are being addressed primarily by engine manufacturers.

Question. Who are the Department’s major partners in this effort?

Answer. The major Department of Energy industry partners include the three
principal U.S.-based automakers, General Motors, Ford, and Daimler-Chrysler.
Within the federal government, the Department of Commerce, Environmental Pro-
tection Agency, Department of Defense, and several other federal agencies are in-
cluded in the Partnership for a New Generation of Vehicles (PNGV). In parallel with
research being carried out directly with, or through, PNGV participants, additional
research and development programs are being established under cost-shared agree-
ments directly with major suppliers. For example, in June 1999, DOE expects to
award contracts to Detroit Diesel Corporation and the Cummins Engine Company,
two major U.S. diesel engine manufacturers, to develop emission control systems for
diesel passenger cars which can also be scaled up for light truck applications.
Through recent DOE initiatives, working relationships also are being established
among DOE’s national laboratories and four major catalyst manufacturers—ASEC,
Johnson-Matthey, Degussa, and Engelhard—through the Manufacturers of Emission
Controls Association, to integrate and test state-of-the-art emission control compo-
nents.

Question. At what point in the development process will the federal government
step out of the picture and let the industry “go it alone™?

Answer. Compression-ignition, direct-injection (CIDI) engine technology efforts
under the Partnership for a New Generation of Vehicles (PNGV) follow a research
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and development roadmap, including schedules and technical targets, developed in
cooperation with the PNGV Four-Stroke, Direct Injection (4SDI) Technical Team.
This team is composed of scientists and engineers from the auto industry, federal
government agencies, and federal laboratories who specialize in such areas as com-
bustion and emission control systems. To ensure that the CIDI effort is focused on
the candidates most likely to achieve the objectives, go/no-go decision milestones
have been incorporated within the technology development schedule. Technology de-
velopment will continue beyond a decision milestone only if the technical targets for
that milestone have been achieved. Failure to achieve the targets will result in
project termination or revision of the roadmap. Once the desired performance has
been validated, and the established targets achieved, federal research efforts will
conclude and each industry partner will determine where, and in what configura-
tion, the technology will be commercialized.

Question. There has been significant media attention this week on the fuel cell
automobiles being produced by Daimler-Chrysler, Ford, and other automakers.
What are the significant barriers remaining in the development of fuel cell cars that
will be affordable and acceptable to consumers?

Answer. Fuel-flexible fuel cell systems that can operate on gasoline or advanced
petroleum-based fuels are considered by DOE necessary for the successful early in-
troduction of fuel cell vehicles. This relates simply to the issue of fuel availability.
To date, no fuel cell developer or auto company has built an automotive-size inte-
grated fuel cell system operating on gasoline. Beyond that, the cost of the auto-
motive fuel cell system is currently estimated at ten times higher than that needed
to be competitive with the internal combustion engine. Significant barriers are as
follows:

—On-board fuel processing technology that can meet system efficiency, size,

weight, start-up and transient response targets.

—Lack of low-cost, high-volume fabrication processes for fuel cell systems and
components.

—Integration of fuel processor, fuel cell stack, and balance of plant components
needed to enable successful resolution of system level issues such as durability,
freeze-thaw performance, and thermal/water management.

Question. To what extent does the development of fuel cell vehicles threaten to
“overtake” developments in advanced combustion engines, alternative fuel vehicles,
and other advanced transportation technologies?

Answer. The extent to which fuel cell vehicles will succeed in the marketplace,
thus “overtaking” competing technologies, is dependent on a number of factors that
include: price of fuel, emissions regulations, mass production cost, progress of com-
peting technologies, fuel cell technical progress, foreign activity, and the economy.
The difficulty in predicting these factors makes it impossible to accurately forecast
if and when fuel cell technology will be commercially available in vehicles. Lowering
the cost of fuel cells to compete with technologies which primarily have only tech-
nical barriers, such as advanced internal combustion engines, suggests it will be a
number of years before fuel cell vehicles move beyond the concept and prototype
stages. However, each technology has significant development risks sufficient to pro-
hibit identification of a clear winner at this stage. The benefits of fuel cells—ex-
tremely high efficiency, very low emissions, and utilization of renewable and alter-
native fuels—make a compelling case that the technology will ultimately succeed.

Question. Is the development of practical and affordable fuel cell technology so far
in the future that these other technologies are likely to have a life span in the mar-
ket that will justify the federal investment in them?

Answer. The Department has structured the investment in transportation tech-
nologies to be complementary. These technologies are not necessarily in direct com-
petition, where one technology will “win” over another. For example, our work in
electric vehicles (motors, batteries and power electronics) is directly applicable to
compression-ignition, direct- injection (CIDI) hybrids, gasoline hybrids and fuel cell
vehicles since all are electric drive vehicles that require those components. Tech-
nologies other than fuel cells in which the federal government is investing to im-
prove vehicle fuel economy and emissions are likely to have shorter term payoffs.

In the case of fuel cells versus other advanced technologies such as CIDI, it is
likely that the fuel cell will have significant market penetration later due to cost
considerations. As fuel cells enter the market, different technologies will likely start
to dominate certain market segments (that is, sport utility vehicles, automobiles,
and vans). Full conversion over to a single technology, presuming that a clear “win-
ner” emerges, will take at least a few decades.

Question. At what point in the fuel cell development process will the federal gov-
ernment step out of the picture and let the automobile industry “go it alone”?
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Answer. Fuel cell research and development activities are currently conducted
under the PNGV program; the completion strategy is based on achieving established
targets and transferring the technology to America’s automakers and their suppliers
to ensure a viable, competitive domestic fuel cell industry. The federal government
should step out of the fuel cell development picture when the established targets
of cost, efficiency, and performance are met or when the likelihood of meeting those
targets falls below an acceptable level in light of other alternative technologies.

Question. The Transportation program has been working with the Northwest Alli-
ance for Transportation Technologies (NATT), a consortium of aluminum and tita-
nium producers, truck manufacturers, Boeing, the Pacific Northwest National Lab-
oratory, and others. Are you familiar yet with the work being done by NATT?

Answer. Yes, the Office of Transportation Technologies (OTT), in the Office of En-
ergy Efficiency and Renewable Energy, has worked with NATT since its inception
in 1997, and has supported NATT’s activities which are helping to accomplish OTT’s
mission.

Question. Is it your impression that NATT is making a valuable contribution to
Department of Energy programs?

Answer. Yes, the NATT’s expertise in aluminum, magnesium, titanium, metal-ma-
trix composites, glazing, and polymer-matrix composites has provided an important
dimension to the materials research and development work supported by OTT. Its
collaboration with industry in the Northwest also bodes well for more rapid commer-
cialization of developed technologies.

Question. What is the status for funds appropriated for NATT in fiscal years 1998
and 1999?

Answer. In fiscal year 1998, $2.39 million of the Lightweight Materials funds
were committed and distributed to NATT for automotive applications. The Light-
weight Materials program within the Office of Advanced Automotive Technologies
(OAAT) has committed $3,725,000 to NATT in fiscal year 1999; all but $575,000 has
actually been sent to NATT. the Office of Heavy Vehicle Technologies (OHVT), has
been sent to NATT, for Cooperative Research and Development Agreements
(CRADA) activities.

Question. Have all such funds been obligated to research contracts?

Answer. The $575,000 of committed research funds yet to be distributed to NATT
from OAAT’s fiscal year 1999 program resources are planned for specific research
projects. Of funds already provided to NATT, $250,000 are for NATT program man-
agement; that amount will not be obligated to research projects. All OHVT funds
for NATT are to be obligated to specific research project areas that are currently
being planned and are nearing CRADA status.

Question. What are some of the specific research areas being targeted by NATT,
and how do these research areas relate to PNGV program goals?

Answer. Specific research areas targeted by NATT under the OAAT program for
automobiles include aluminum, magnesium, titanium, metal-matrix composites,
glazing, and polymer-matrix composites. The work accomplished in all these areas
all contributes to the PNGV goal of 40-percent vehicle weight reduction at com-
parable cost. These areas contribute to high structural strength, with no degrada-
tion in durability and reliability, and are also important for achieving a high effi-
ciency, 10-mile-per-gallon heavy truck in the OHVT program.

Question. Does the fiscal year 2000 budget request include funds for NATT?

Answer. Yes, funding for NATT is in the Lightweight Materials Technology pro-
gram request within the Materials Technologies program managed by OTT.

Question. If so, how much and in what program elements?

Answer. Funding proposed for NATT in fiscal year 2000 is $3,175,000. These
funds are in the Lightweight Materials Technology portion of the transportation pro-
grams request. Specific research areas to be addressed by the fiscal year 2000 work
will again include aluminum, magnesium, titanium, metal-matrix composites, glaz-
ing, and polymer-matrix composites.

Question. How will the proposed reduction in Lightweight Materials Research im-
pact the NATT program?

Answer. Ongoing efforts will be “stretched out” over more years at reduced annual
funding. Industry partners may be asked to assume higher cost-share on more ma-
ture projects. No new projects will be started.

INDUSTRIES OF THE FUTURE

Question. The budget request for the Industries of the Future program includes
a large increase ($9 million) for the Forest Products program. This increase will
fund demonstrations of black liquor gasification technology that would substantially
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lower NOx, SO, and CO; emissions from paper mills and would make these mills
much more energy efficient. Can you tell me a little more about this project?

Answer. The Department of Energy has partnered with the Forest Products in-
dustry to develop a research and development strategy, known as Agenda 2020.
Through this effort technology roadmaps have helped prioritize research and devel-
opment areas that offer the most significant benefits for the industry and the na-
tion. Demonstration of black liquor and biomass gasification systems are considered
key elements that can provide a pathway to an energy sustainable future. Multiple
gasification technologies are needed to meet the diverse needs of the industry and
achieve the energy and environmental goals of the nation. There are risks associ-
ated with demonstrating these technologies that one company alone cannot endure
and therefore justifies government participation. The fiscal year 2000 President’s
budget request for Energy Conservation includes a $9 million increase for biomass
and black liquor gasification; this funding will support the initial year of a competi-
tive solicitation for multi-year field evaluations.

Question. How many demonstrations does the Department intend to fund?

Answer. The planned release of the fiscal year 2000 solicitation is dependent on
favorable House and Senate appropriation marks. Proposals submitted to the solici-
tation will be evaluated by merit and program policy review committees. Selections
will be made based upon the outcome of the reviews and availability of appropriated
funds. The $9 million that was requested in fiscal year 2000 can support up to mul-
tiple technologies in the initial year.

Question. Why this many?

Answer. Due to a variety of gasifiers, feedstocks and processing technologies sev-
eral demonstrations performed simultaneously (rather than sequentially) are nec-
essary to provide the industry adequate information to make timely decisions for re-
placing their aged boiler infrastructure (40 to 50 years old).

Question. Who are the industrial partners and what is the level of non-federal cost
sharing?

Answer. Naturally, the industrial partners will depend on the outcome of the fis-
cal year 2000 solicitation. However, the Forest Products industry has proposed an
initiative which has aligned several key paper companies with gasification suppliers.
Champion International Corporation is teaming with Kvaerner Chemrec AB to de-
velop a pressurized Oxygen-Blown Black Liquor Gasification and Integrated Com-
bined Cycle system. This project has recently been selected for funding in fiscal year
1999 for preliminary engineering designs, cost estimates and supporting analyses,
which will be used to determine the economics of demonstrating integrated gasifi-
cation combined cycle technologies in pulp mills. Georgia-Pacific Corporation, to-
gether with StoneChem, Inc, is proposing to demonstrate a Steam Reforming Black
Liquor gasification system. This project is being considered for funding in fiscal year
1999, as well. Weyerhaeuser and FERCO are working together to demonstrate bio-
mass gasification combined cycle systems to replace inefficient power and lime kiln
boilers. Babcock and Wilcox has also discussed interest in black liquor gasification.
Proposals for the fiscal year 2000 solicitation will require a minimum of 50 percent
industry cost-share.

Question. How long will the program last?

Answer. A gasification program that fully supports the Forest Products industry
will be approximately 5 to 8 years in duration, depending on allocation of appro-
priated funds. Milestones will be incorporated into project schedules and go/mo go
decisions will be established throughout the life of the projects.

Question. What will the fiscal year 2001 funding requirements be?

Answer. Total cost per demonstration project is estimated to be $50 to $60 million
over five to six years. The fiscal year 2001 funding requirements will be based upon
the amount of appropriated funds in fiscal year 2000, number of projects ready for
design phase versus implementation, and levels of cost sharing from a variety of
sources.

Question. What are the barriers to industry development and demonstration of
this technology without federal support?

Answer. As with all initial large-scale process technologies, installations will re-
quire larger capital costs than subsequent units and will incur larger initial oper-
ating expenses. Without DOE cost share, the risks associated with implementing
gasification technologies are too burdensome for one company to withstand. Addi-
tionally, industry is working with the Environmental Protection Agency (EPA) to ac-
quire 1nnovative technology waivers for MACT II regulations. Since the new tech-
nologies provide significant environmental benefits, it is expected that the EPA will
grant leniency for the host sites to comply with these rules. However, if this does
not occur, the advancement of these demonstrations may be jeopardized.
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Question. What is the relationship of this program to the Department’s Bioenergy
Initiative?

Answer. The gasification effort is part of a broader Bioenergy Initiative, which
will accelerate the use of fuels, energy crops, and feedstocks in power generation,
industrial processing and manufacturing and transportation activities. The Bio-
energy Initiative research and development will produce an array of technologies
that will enable production from a variety of energy crops of multiple products
(fuels, power, and chemicals) for various markets in different regions. In this way,
a ton of biomass could be as fungible as a barrel of oil today. This effort will provide
an integrated, long-term strategy with the chemical, forestry, agricultural and en-
ergy communities and will help strengthen the nation’s energy and economic secu-
rity, protect the environment and revitalize rural America. Successful demonstration
of gasification technologies in the forest products industry will provide a spring-
board for applications in other industries and bioenergy areas, such as the agricul-
tural sector.

Question. Do any funds in the budget request outside of the Forest Products pro-
gram support the black liquor gasification project? If so, how much and in what pro-
grams?

Answer. There are no other requests outside of the Forest Products program that
support black liquor gasification activities. The $9 million increase within the fiscal
year 2000 President’s budget request for Energy Conservation appropriation will
support the initial year of a competitive solicitation for multi-year field evaluations.

Question. The budget request also includes increases for the Mining ($3 million)
and Agriculture ($4 million) industry programs that were initiated in fiscal year
1999 and a $1 million request to restart the Petroleum Refining industry program.
What is the status of the Mining Industry Technology “roadmapping” process? Of
the $2 million appropriated in fiscal year 1999?

Answer. The Mining Industry of the Future is currently soliciting 50 percent cost-
shared proposals from industry, academia, and national laboratories to address the
needs identified in the “Mining Industry Roadmap for Crosscutting Technologies”.
This roadmap, available from both the National Mining Association and the DOE
Office of Industrial Technologies, provides a prioritized list of needed technologies
identified by both hardrock and coal mining industry partners in the United States.
The funds appropriated in fiscal year 1999 will be directed to the national labora-
tories in order to start addressing these needs as soon as possible.

Question. What is the status of the Agriculture industry technology
“roadmapping” process? Of the $2 million appropriated in fiscal year 1999?

Answer. Our industry and grower partners convened two roadmapping sessions
late last summer in Indianapolis, Indiana. The first focused on current crops in cur-
rent processing systems; the second focused on modified plants for new processing
methods. Over one hundred experts from both the public and private sectors at-
tended or participated in the review process for the draft roadmap. The roadmap
was published in February and is being used in the Agriculture Team’s first solicita-
tion for proposals now underway. We are seeking new research and development
ideas from the high priority targets identified by industry in the processing and uti-
lization categories. Proposals are due by April 23rd and we plan to make our selec-
tions for financial awards by June 9th.

Question. How is the Agriculture program being coordinated with other Depart-
ment of Energy biomass programs and with the Department of Agriculture?

Answer. The Office of Industrial Technologies’ Agriculture Team is a member of
the broader Office of Energy Efficiency and Renewable Energy (EERE) Bioenergy
Team, and as such, is a full participant in the planning and activities of that new
initiative. Representatives of EERE, as well as the Department’s Office of Science,
have been invited to key Agriculture Team events, such as the roadmapping work-
shops last summer; they also were given the opportunity last year to review the
draft strategic vision and technology roadmap.

Similarly, there is a broad and active web of interaction and collaboration between
the Agriculture Team and the U.S. Department of Agriculture (USDA). Various
agencies at USDA have attended key meetings sponsored by the Agriculture Team
and offered comments on key documents. The Agriculture Team likewise attends on
a regular basis meetings of the USDA’s Biobased Products Coordinating Council;
participated in the Council’s strategic review last fall; and, visited recently the
USDA’s National Center for Agricultural Utilization Research in Peoria, Illinois, to
expand contacts collaboration with scientists at that premier facility. We are also
exploring the possibility of adding a USDA staff member to the DOE Merit Review
Committee for the Agriculture Team’s first solicitation for research proposals.

Question. What types of research will be funded in this program?
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Answer. The Agriculture Team will be guided in its research funding decisions by
the suggestions and priorities set by its industry and grower partners. They came
together voluntarily last year to form the Executive Steering Group, an informal
oversight body responsible for producing the technology roadmap for Renewables Vi-
sion 2020. The group also recommended that the Agriculture Team focus its first
solicitation on the roadmap barrier areas of processing and utilization; the team
agreed. Those categories contain research and development targets for bioproc-
essing, bioseparations, and biocatalysis; all proposed projects also have to meet our
office missions of reducing energy use and waste. We will be looking to establish
a balanced portfolio of research projects, ranging from short to long term in duration
and with a broad array of partners and topics to advance the strategic goals of the
renewable bioproducts industry.

Question. How is this research distinct from research being funded by the Depart-
ment of Agriculture or other DOE programs?

Answer. No other program in the federal government duplicates the unique re-
search and development focus and decision-making process of the Office of Indus-
trial Technology Agriculture Team. We are targeting 100 percent of our research
funding to the high priority targets established by our industry and grower partners
in their published technology roadmap for renewable bioproducts. These targets are
tied directly to the ambitious long-term goals set by the private sector for the use
of crops, trees and agricultural wastes as basic chemical feedstocks for a wide range
of consumer goods, such as plastics, paints and adhesives. Research projects also
have to result in significant energy efficiency gains and reduction of wastes. Our so-
licitations are competitive and open to the public. The solicitations require teaming
and 50 percent cost-sharing for proposals. Proposed projects will be screened and re-
viewed by a mix of industry and federal experts, including from the USDA.

Question. Given the existence of the Agricultural Research Service with USDA,
why is the Department of Energy involved in this area of research at all?

Answer. The basic philosophy guiding the 1995 Memorandum of Understanding
between the Departments of Agriculture and Energy was that the skills and tech-
nologies of the two departments are largely complementary and can be brought to-
gether to benefit the industry and agriculture of this country. The USDA’s Agricul-
tural Research Service (ARS) celebrates a proud tradition of research successes, but
its focus, mission, and method of operations are nonetheless quite different than the
“Industries of the Future” program’s Agriculture Team. ARS is the main research
arm for the USDA and that research is done basically by its own federal employees.
In the area of renewable bioproducts, the Agricultural Research Service has tended
to focus more on basic plant sciences and crop production issues, rather than on the
efficient processing or utilization of those plants; the latter categories have tradi-
tionally been the strong suits of the Energy laboratories, with their expertise run-
ning more to the core physical sciences, high-speed computing, and sensors and con-
trols. Moreover, the Agriculture Team’s focus is energy-related and seeks new re-
search ideas from the public through open, competitive solicitations. The Agriculture
Team is working closely with a unique coalition from the agricultural, chemical and
forestry communities across-the-board.

To reach industry’s stated goal of winning 10 percent of the market for basic
chemical feedstocks from plants—a five-fold increase in just 2 decades—will require
the sustained and concerted efforts of a multitude of groups from both the public
and private sector across the country; not just the ARS, but other relevant offices
at USDA, as well as the DOE and possibly other federal and state agencies, aca-
demia, environmentalists, industry, and farmers. Much more inter-disciplinary col-
laboration and cross-fertilization of approaches also will be crucial to grow this new
industrial sector. Success will require new mixes of talent and equipment. One part
of one federal agency working alone will not be able to bring all of the necessary
talent, equipment, ideas and funds to bear in the time required to help reduce our
increasing reliance on imported oil.

Question. Are there any specific barriers to USDA funds being used for research
at DOE’s national labs?

Answer. No, there are not, but USDA would have to meet the rules and regula-
tions governing “Work for Others” or any other type of technology transfer mecha-
nisms, just like any other organization. The USDA can even propose to fund a por-
tion of the work at a laboratory for a project to be submitted under the Agriculture
Team’s current solicitation, given that all the requirements of that Request for Pro-
posals are met.

Question. I understand that the Environmental Protection Agency is releasing a
proposed rule that would dramatically reduce the amount of sulfur allowed in gaso-
line. Given that current sulfur reduction technologies are expensive and energy in-
tensive, this rule could have significant impacts on the cost of gasoline and the
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amount of energy used to produce gasoline. What kind of research is the Depart-
ment supporting to address this challenge?

Answer. The Office of Industrial Technologies has been supporting pioneering re-
search in gasoline biodesulfurization since fiscal year 1997. This technology is likely
to have lower capital and operating costs than the conventional technology,
hydrodesulfurization, and, as such, has the potential to meet industry needs for a
low cost technology which is also less energy intensive and retains the quality and
value of the gasoline by not degrading octane. Over $1.8 million has been committed
to this project since inception in fiscal year 1997.

Additionally, the Office of Fossil Energy is supporting three research and analyt-
ical efforts within the Oil and Gas and Coal and Power programs, to produce cleaner
transportation fuels. The Gas-to-Liquids program is concentrating on the develop-
ment of ceramic membrane technology for combined air separation to produce oxy-
gen and partial oxidation of natural gas to produce a lower cost synthesis gas. This
synthesis gas could be used to produce ultra-clean transportation fuels which con-
tain no sulfur or aromatics. The Oil program is supporting activity for effective envi-
ronmental protection. It includes identifying various pollutants such as sulfur in pe-
troleum, and developing process technology to reduce these potential pollutants
more efficiently and at lower cost.

The Advanced Clean Fuels Research Program for Indirect Liquefaction is sup-
porting development of technology to convert synthesis gas from a variety of feed-
stocks, including coal, petroleum coke and refinery bottoms, to ultra-clean diesel and
gasoline fuels. These fuels would not contain sulfur or aromatics and therefore
would achieve significantly lower regional emissions of SO, Volatile Organic Com-
pounds, NOx, and particulate matter when blended with conventional transpor-
tation fuels.

Question. In what programs is such research being proposed in fiscal year 2000
and at what amounts?

Answer. Gasoline biodesulfurization is being pursued through the OIT Petroleum
Industries of the Future (IOF) Program. $1 million has been proposed for all OIT
IOF Petroleum projects in fiscal year 2000. The industry-formulated roadmap will
prioritize industry needs. This will determine the percentage of total proposed budg-
et to be allocated to this project in fiscal year 2000.

The Fossil Energy Oil and Gas funding request for fiscal year 2000 includes $5.3
million for gas-to-liquids and $3.4 million for effective environmental protection
identification and development activities related to sulfur and other regional and
global pollutant reduction. The Advanced Clean Fuels Research budget, also man-
aged by DOE’s Office of Fossil Energy, includes $6.6 million for indirect liquefaction
activities to produce ultra-clean transportation fuels.

Question. Does the budget include funds for research on biodesulfurization of coal?
If so, in what programs and in what amounts?

Answ}(:r. No funds are included in the OIT budget for biodesulfurization of coal
research.

Question. Has the petroleum industry identified this technology as a research pri-
ority in its industry “vision” process?

Answer. The “Technology Vision of the U.S. Downstream Petroleum Industry”
notes the prospect that bioscience will be increasingly introduced into refining oper-
ations as this technology advances. It states further that bioprocessing may be able
to provide environmental, performance and cost benefits in fuel processing that the
refining industry seeks and singles out the biodesulfurization of fuels as being a re-
search priority in its vision.

ADVANCED TURBINE SYSTEMS

Question. The budget request for the Advanced Turbine Systems program within
the Office of Industrial Technologies is $12 million below the fiscal year 1999 level,
reflecting the fact that the ATS program is nearing completion. How much has the
federal government invested in the ATS program to date?

Answer. The federal government has invested $151 million dollars in the Ad-
vanced Turbine Systems program (industrial) to date.

Question. What has been the level of industry cost sharing?

Answer. Overall program cost share is 50 percent. Specifically, Solar Turbines
cost share is 69 percent, Allison Engines cost share is 38 percent. The materials
base technology program cost share is approximately 25 percent

Question. Do we yet know whether the technology developed in this program will
meet or exceed original program goals?

Answer. The Department is confident that the advanced engine developed in this
program will exceed the 40-percent efficiency goal and demonstrate single digit
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emissions. Thus far, cost, reliability, maintainability, durability and availability re-
main on target to meet goals. Once the technology demonstration is completed, the
Department will confirm.

Question. Is the Department and its industry partners confident that the tech-
nology developed in this program will move rapidly into the marketplace?

Answer. The Department and its industry partners are confident that most of the
technology is already moving into the marketplace. Technology, such as the Mercury
50, Solar Turbines Advanced Turbine Systems is well position to move rapidly in
the market with its orders booked for 1999 and the year 2000. Other sub-system
technologies including coatings and low sulfur alloy development are currently being
incorporated in the supplier base. For example, Howmett and PCI are currently
processing alloys with the low sulfur technology developed under the program. Sub-
system advanced technologies such as ceramics and catalytic combustion will not
move rapidly into the market without additional funding.

ENERGY INFORMATION ADMINISTRATION

Question. The budget request for EIA includes funds to develop better modeling
capabilities for international carbon mitigation analysis. How many years does EIA
anticipate it will take to develop this capability to the planned level?

Answer. Assuming receipt of the requested funding in fiscal year 2000, EIA will
need an additional 2 years to complete the development and integration of the mod-
eling enhancements to attain the planned analysis capabilities level.

Question. Does EIA anticipate future increases in funding requirements beyond
that requested in fiscal year 2000?

Answer. EIA does anticipate investment funds will be needed beyond that re-
quested in fiscal year 2000. Specifically, EIA anticipates $1.0 million will be needed
in fiscal year 2001, and $500,000 will be needed in fiscal year 2002 representing
the minimum level needed to develop the modeling capabilities required to provide
reliable assessment of carbon mitigation alternatives and reliable assessment of our
potential trading partners mitigation efforts. As with any analysis or modeling ef-
fort, this level of funding provides a certain capability. Additional funding could pro-
vide additional regional detail, a longer forecast time horizon, additional policy anal-
ysis capabilities, or a faster development schedule.

RAMJET TECHNOLOGY

Question. The Committee has been monitoring the development of technology that
applies ramjet technology from the aerospace industry to electric power generation.
The Committee further understands that a prototype of this technology has been
constructed, and that a proposal has been submitted to the Department to test this
prototype engine using coal mine methane as a fuel. Is the Department aware of
this proposal?

Answer. An unsolicited proposal was received from Ramgen by the Department
several weeks ago. The three-phase, 3-year effort would demonstrate the use of the
Ramgen engine on coal bed methane.

Question. What is the status of the proposal?

AnSW(ler. The Federal Energy Technology Center is in the process of reviewing the
proposal.

Question. What are the potential benefits of successfully demonstrating and de-
ploying this type of technology?

Answer. The market potential for the Ramgen engine would be a full range of dis-
tributed generation applications ranging from unit sizes of 750 kilowatts to 40
megawatts. The Ramgen engine design is expected (by Ramgen) to allow capital
costs which are one-third lower than equivalent power systems. Ramgen also ex-
pects the engine to have the ability to operate on a wide range of fuels while main-
taining high efficiency and low nitrous oxide emissions.

QUESTIONS SUBMITTED BY SENATOR ROBERT C. BYRD
THE ROLE OF FOSSIL ENERGY

Question. What percentage of the energy needs of the United States are currently
supplied by fossil fuels?

Answer. In 1997, the latest year for which complete data are available, fossil fuels
(coadl{, petroleum, and natural gas) accounted for 85 percent of the nation’s energy
needs.

Question. What percentage of the nation’s energy needs are fossil fuels expected
to supply in the year 20207
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Answer. According to the Energy Information Administration’s (EIA) Annual En-
ergy Outlook 1999 reference case, fossil fuels are expected to supply 90 percent of
the nation’s energy needs by 2020.

Question. What percentage of the energy needs of the world are currently supplied
by fossil fuels?

Answer. In 1996, the latest year for which complete data are available, fossil fuels
accounted for almost 86 percent of the world’s energy needs.

Question. What percentage of the world’s energy needs are fossil fuels expected
to supply in the year 20207

Answer. According to the EIA’s International Energy Outlook 1998 reference case,
fossil fuels are expected to supply 89 percent of the world’s energy needs by 2020.

Question. How much electricity does the United States currently generate each
year? How much does the world generate?

Answer. In 1997, the last year for which complete data are available, the United
States generated 3.5 trillion kilowatthours of electricity. Total world electricity gen-
eration in 1996, the last year of complete data, was 13.1 trillion kilowatthours.

Question. What is the projected annual electricity generation for the United States
and the world by the year 2020?

Answer. EIA projects in its Annual Energy Outlook 1999 reference case that elec-
tricity generation will be 4.8 trillion kilowatthours in 2020. EIA’s International En-
ergy Outlook 1998 reference case projects total world electricity consumption will be
23.1 trillion kilowatthours in 2020. Assuming a similar ratio between generation
and consumption as existed in 1996, generation would then be about 25.2 trillion
kilowatthours in 2020.

Question. How much electricity in the United States is currently generated by
coal-fired power plants each year?

Answer. EIA estimates coal-fired utility power plants generated 1.8 trillion
kilowatthours of electricity in 1997.

Question. How much electricity will be generated from coal in the year 20207

Answer. EIA’s Annual Energy Outlook 1999 reference case projects that coal-fired
generating units will produce 2.4 trillion kilowatthours of electricity in 2020.

Question. What are comparable numbers for the world?

Answer. EIA’s International Energy Outlook 1998 reference case estimates world
coal consumption for electricity generation in 1995 to have been 51 quadrillion
(quads) British thermal units (Btu) and a projected 87 quads Btu in 2020. Based
on an average of 10,500 Btu per kilowatthour of electricity generated, total coal-
fired generation would have been approximately 4.8 trillion kilowatthours in 1995,
rising to 8.3 trillion kilowatthours in 2020.

Question. How many gigawatts of new coal-fired capacity are projected to be built
in the United States in the next 20 to 50 years?

Answer. Between 1997 and 2020, EIA’s Annual Energy Outlook 1999 reference
case projects that 31 gigawatts of coal-fired generating capacity will be built in the
United States. EIA does not project beyond 2020.

Question. How many gigawatts of current coal-fired capacity are expected to re-
ceive major rehabilitation?

Answer. EIA does not project major rehabilitation for coal-fired generating units.
It is assumed that plants are maintained at sufficient operating condition through
their annual maintenance plans. It is generally assumed in EIA’s projections that
coal plants will operate at least 45 years, with extensions of up to 20 years depend-
ing on the cost of competing new technologies. In EIA’s Annual Energy Outlook
1999 references case, approximately 3 gigawatts of coal-fired generating plants are
projected to retire between 1997 and 2020. EIA projections do not go beyond 2020.

Question. Are generating costs projected to decline over the next 20 years for coal-
fired and gas-fired power plants; and if so, by how much?

Answer. Generating costs (fixed and variable operating costs, including the cost
of fuel) are projected to decline for coal-fired gas plants, but to rise slightly for gas-
fired plants between 1997 and 2020. EIA estimates that the operating costs of a typ-
ical coal steam unit running at a 70-percent capacity factor will decline by about
27 percent from 1997 to 2020, to about 1.4 cents per kilowatthour produced from
an estimated 1.9 cents in 1997. For a natural gas combined- cycle unit, the oper-
ating cost is expected to go up slightly, from 2.2 cents per kilowatthour to 2.3 cents
per kilowatthour, mainly because of higher fuel costs (all costs are in 1997 dollars).
The decision to build new generating capacity will also be based on capital costs,
which are approximately twice as high for coal as they are for natural gas.

Question. In the transportation sector, what percentage of energy consumption is
curre{)ltly met with fossil fuels? How does that percentage change in the next 20
years?
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Answer. In 1997, fossil fuels accounted to 99.5 percent of energy consumption in
the transportation sector. By 2020, EIA’s Annual Energy Outlook 1999 reference
case projects that fossil fuels will account for 98.3 percent of total transportation en-
ergy consumption, due to additional consumption of ethanol and electricity.

Question. What can the Department of Energy do in the future to better educate
and inform the other parts of the Administration as to the importance of and the
economic and environmental benefits of the fossil energy research program?

Answer. We believe that DOE has successfully worked within the Administration
to convey fossil energy information and analyses. For example, our development of
a “state-of-the-science” analysis of carbon sequestration technology—in preparation
for “roadmapping” a coordinated research and development program—was developed
jointly with the DOE Office of Science, in close cooperation with other federal agen-
cies, such as the Department of Agriculture, in addition to others. Our research and
development efforts in alternative liquids from both coal and natural gas are being
linked closely with the development of high-efficiency, cleaner engines in DOE’s
Partnership for New Generation Vehicles overseen by the DOE Office of Energy Ef-
ficiency. Our efforts in methane hydrates research are being planned as an Adminis-
tration-wide effort involving the U.S. Geological Survey and the Naval Research
Laboratory. Recently our Federal Energy Technology Center signed a “memorandum
of understanding” with the U.S. Office of Surface Mining to apply fossil energy tech-
nologies to mitigate acid mine drainage and other environmental concerns associ-
ated with mining.

FOSSIL ENERGY RESEARCH—COAL

Question. What is the future of coal as an energy source for both domestic and
international energy markets, and how does the fiscal year 2000 budget proposal
contribute to this future?

Answer. According to estimates by the Energy Information Administration, do-
mestic consumption of coal will increase 28 percent between 1996 and 2020. During
the same period, coal consumption in the rest of the world is expected to increase
80 percent. Beyond 2020, coal use is expected to continue to increase at a substan-
tial rate, especially in developing Asia. These projections assume implementation of
current environmental regulations. They do not consider, for example, new regula-
tions for meeting PM 2.5 ambient air quality standards in the United States or pos-
sible future climate change mitigation requirements.

The fiscal year 2000 budget anticipates such requirements and will contribute to
reducing the environmental impacts of coal use as well as reducing the cost of elec-
tricity generated from coal. Vision 21 coal-fired power plants will generate electricity
10 percent cheaper than current coal technology while producing near-zero emis-
sions of SO, NOx and particulate. Our cost goal for reducing CO, emissions, should
that be required, is $10 per ton of carbon. These low emission characteristics will
become especially important in a world with a greatly increased population com-
bined with global efforts to reduce greenhouse gas emissions. Long-term economic,
yet environmentally sound, energy from coal will contribute to growth of the domes-
tic economy as well as economies of developing nations.

Question. What is the long-range role of coal as an energy source for this country
and the world?

Answer. In the coming decades, coal use is expected to increase substantially in
the United States and increase even more rapidly in developing nations which have
economies and populations that are growing rapidly. According to the Energy Infor-
mation Administration, domestic coal use will increase 28percent by 2020 while in-
creasing 80 percent in the rest of the world.

Coal is an attractive fuel because it is relatively plentiful in many countries, in-
cluding the in the United States, and low in cost. However, coal use also presents
environmental problems. In the past, collaborative research and development be-
tween DOE and industry have found solutions to these types of problems. It is our
belief that we can continue to enable the United States to enjoy the benefits of low
cost coal use by development of additional technologies to protect the environment.
b Qu;zstion. How many years worth of coal reserves and resources does our country

ave?

Answer. The U.S. Geological Survey (USGS) has recently developed estimates of
the U.S. coal resource. The USGS publication, Coal Availability Studies: A New
Look at Resource Estimates, available from the USGS web site, indicates that the
coal demonstrated reserve base is 475 billion tons, or enough to meet projected en-
ergy needs for almost 200 years, based on current production rates (not all of the
reserve base is recoverable). The current production rate for coal in the United
States is 1.1 billion tons per year.
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Question. How many years worth of natural gas?

Answer. The USGS has recently developed estimates of the U.S. natural gas re-
source base. A publication available from the USGS web site, A Summary of the
U.S. Geological Survey 1995 National Assessment of Oil and Gas Resources, indi-
cates that the Unites States has 1,073 trillion cubic feet of recoverable gas. The nat-
ural gas reserves are roughly equivalent to 55 years of supply based on current pro-
duction rates of approximately 19 trillion cubic feet per year.

Question. What are some of the success stories associated with coal research and
development funded by the Department of Energy?

Answer. Below are listed several success stories of the DOE Coal Research and
Development and Clean Coal Technology (CCT) programs. The CCT successes—
mostly demonstrations of pre-commercial, new technologies—could not have oc-
curred without earlier DOE research and development. The research and develop-
ment successes that culminated in CCT demonstrations include the following:

—Low NOx burners: Far less expensive than preceding technology for removing
NOx (oxides of nitrogen, precursors of smog) emissions, about one-half of U.S.
coal-fired capacity today has these burners. Sales to date are about $1.5 billion,
and will likely double by January 1, 2000.

—Atmospheric Fluidized Bed power plants: DOE/industry investments in this
clean technology have resulted to date in at least $9 billion in domestic and for-
eign sales ($6.2 billion domestic, $2.8 billion foreign).

—Advanced Scrubbers: Three advanced scrubbers have been demonstrated by
DOE,d one of which earned Power magazine’s 1993 Power Plant of the Year
award.

—Tomorrow’s Power Plants (Integrated Gasification Combined Cycle, or IGCC,
and Pressurized Fluidized Bed, or PFBC): These pre-commercial, virtually pollu-
tion-free plants have the potential of far higher efficiencies (thus, 20 to 40 per-
cent lower CO» levels).

—The Rosebud SynCoal™ and Encoal™ processes are two different ways to up-
grade low-rank coals to cleaner, more efficient fuels. Both processes are being
marketed worldwide.

DOE supported coal research and development successes that occurred with no in-

volvement with the CCT program include the following:

—DMicrocel coal cleaning, now a commercial technology worldwide.

—Super 9 Chrome Alloy, which allows increased efficiency in power plants be-
cause of its ability to withstand higher heat than predecessor materials.

—Tomorrow’s Gas Turbines, initiated in 1992, has already resulted in many new
commercial components to increase efficiencies of turbines, using either natural
gas or gasified fuels.

—The ASPEN Model, fully commercialized computer software for energy/chemical
firms.

—Toughened Ceramics, which increase efficiencies in many energy and power
uses.

—Neural Networks for Pollution Control (GNOCIS system), which continually ad-
justs boiler firing conditions, reducing NOx emissions by 15 percent while in-
creasing efficiency. GNOCIS will be installed at 21 U.S. sites this year.

—Several spinoff applications, including components for a better, safer artificial
heart, and technology now used for more cost-effective aluminum recycling, with
other possible applications, including vitrification of low-level radioactive waste.

ADVANCED CLEAN FUELS RESEARCH

Question. The fiscal year 2000 budget request includes a 22-percent decrease
below the fiscal year 1999 enacted level for coal preparation and a 48-percent de-
crease below the fiscal year 1999 enacted level for Direct Liquefaction. What is driv-
ing the reductions proposed for these programs?

Answer. In the fiscal year 2000 budget request, the Advanced Clean Fuels Re-
search program continues its transformation to a focus primarily upon the environ-
ment. Its emphasis is on affordable, ultra-clean, low emission transportation fuels,
composite solid feedstocks which incorporate biomass, and light-weight, high-
strength premium carbon products which will:

—Enable U.S. vehicle manufacturers to meet more stringent vehicle emissions

standards,

—Improve the nation’s regional air quality by reducing emissions of SO, NOx,

Volatile Organic Compounds, and particulates, and

—Reduce potential global climate change gases.

The activities proposed are market driven to insure program relevancy, highly le-
veraged with private cost-sharing dollars, and of significant interest to industry. The
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budgets proposed are appropriate to continue this refocus in fiscal year 2000. In line
with this thinking, emphasis is being placed on Indirect Liquefaction technologies
that will permit:

—Coproduction of highly efficient electric power, ultra-low emissions transpor-
tation fuels, and strategic chemicals;

—Development of a “new generation” of ultra-clean transportation fuels, compat-
ible with the existing infrastructure, which are to be used in advanced high effi-
ciency engines being developed by the Office of Transportation Technologies’
PNGYV and heavy vehicle programs; and

—Production of hydrogen from fossil resources without CO2 by-product generation
(since many now believe fossil fuels are the primary resource capable of ena-
bling the “hydrogen economy”).

The Direct Liquefaction program is primarily looking toward the development of
longer term advanced research activities, and the Coal Preparation program is pri-
marily emphasizing environmentally preferred feedstocks, premium carbon prod-
ucts, and the development of precombustion Hazardous Air Pollutants removal tech-
nologies (for example, mercury).

Question. Is either of these programs being de-emphasized?

Answer. Current Direct Liquefaction Technology is being de-emphasized because
there is little commercial interest in this technology at this time and little prospect
to its use domestically. Advanced research aimed at significant, innovative changes
to direct liquefaction concepts is being emphasized instead. The Coal Preparation
program is being re-focused to emphasize environmentally preferred feedstocks, pre-
mium carbon products, and the development of precombustion HAP’s removal tech-
nologies (for example, mercury). The budget proposed is appropriate to continue this
refocus in fiscal year 2000.

Question. What research activities would be undertaken if coal preparation was
funded at a level of $5 million above the fiscal year 1999 level?

Answer. If additional funds in the amount of $5 million were made available, re-
search would be initiated in advanced, cross-cutting separations technologies, and
sensors and controls applied to all phases of mineral mining, extraction, and proc-
essing. Additionally, currently sponsored work would be increased in the use of coal
as a non-fuel resource (that is, premium carbon products), the development of coal/
waste/biomass composite fuels, the development of coal combustion by-product sepa-
ration and use, and the development of technologies permitting the precombustion
control of HAPS (for example, mercury).

The Advanced Separations Technology Initiative ($2 million) would incorporate
work for enhanced, environmentally benign processing operations designed to mini-
mize wastes and reduce costs. The Advanced Sensors and Controls Technology Ini-
tiative ($2 million) would investigate the development of non-intrusive diagnostics,
d}ilrected toward resource mapping, and sensors and controls for “smart” mining ma-
chines.

Additional funds ($1 million) would also be used to expand the number of Phase
II projects participating in our existing Grand Challenge program component, as
well as the number of projects participating in our premium carbon products from
coal program component, both currently sponsored program activities. In the Grand
Challenge area funds would be used to support the development of coal/waste/bio-
mass composite fuels, the development of coal combustion by-product separation and
use, and the development of precombustion HAPS control technologies. These on-
going activities are cost-shared by industry at more than 50 percent, and will be
demonstrated at commercial sites. In the production of premium light-weight, high-
strength carbon products from coal funds will be used to sponsor additional cost-
shared, industry-driven projects as part of the Consortium for Premium Carbon
Products from Coal.

Question. What would be the benefits of these activities?

Answer. The work supported in the development of innovative concepts for coal
preparation would produce several benefits. Advanced Separations Technology Ini-
tiative will develop technology that can support sustainable mining operations char-
acterized by near zero wastes, reduced ground-water pollution, and improved energy
efficiencies. Advanced Sensors and Control Technology Initiative will permit rapid
discovery and exploitation of coal resources and other minerals while minimizing
the production of excess wastes. When linked to “smart” mining machines and their
attendant sensor arrays, innovative diagnostic technologies will reduce costs of coal
and minerals production and minimize environmental impacts by combining re-
source mapping, real-time recovery, and on-site processing.

Strong industry, cost-shared, participation in each of the Phase II projects of the
Grand Challenge program, as well as in the projects of the premium carbon prod-
ucts from coal program, is accelerating the identification and development of innova-
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tive technologies that, when developed, will expand markets, ensure market rel-
evance, and instigate early commercialization of technologies that will expand the
use of coal as a source of energy in an environmentally responsive manner.

The work ongoing in the area of Coal Liquefaction has been refocused to develop
technologies and processed to produce affordable, ultra-clean, low emission transpor-
tation fuels that will: enable U.S. vehicle manufacturers to meet more stringent ve-
hicle emissions standards; improve the nation’s regional air quality by reducing
emissions of SO, NOx, Volatile Organic Compounds (VOC), and particulates gen-
erated by the transportation sector; reduce potential global climate change gases;
enable the coproduction of highly efficient electric power, ultra-low emissions trans-
portation fuels, and strategic chemicals; produce a “new generation” of ultra-clean
transportation fuels, compatible with the existing infrastructure, which can be used
in advanced engines being developed by the Office of Transportation Technologies
PNGYV and heavy vehicle programs, to significantly increase their efficiency and per-
formance.

Question. The fiscal year 2000 budget request proposes to increase funding for In-
direct Liquefaction. A portion of this funding is to initiate advanced shift, separation
research for hydrogen preparation. What benefits would come from this higher fund-
ing level?

Answer. The Advanced Clean Fuels Research program (of which indirect lique-
faction is a significant portion) continues to emphasize the production of next gen-
eration ultra-low emission fuels, and the development of multiple feedstock, mul-
tiple-product, energy coproduction plants. In the ultra-low emission fuels area, we
are developing gasification based Fischer-Tropsch and oxygenated fuels, fuel
blendstocks, and fuel additives capable of achieving EPA’s 2012 vehicle emission
targets (that is, 1 gram NOx, 0.05 gram/bhp/hr particulates) when used in combina-
tion with advanced diesel engine power plants currently under development. In the
coproduction plant area, we are developing gasification based plants capable of
using coal (or coal in combination with other feedstocks such as petroleum coke, re-
finery bottoms, refinery wastes, and biomass), and of economically coproducing low
emission clean fuels, strategic chemicals, and electric power (for either export or in-
ternal consumption).

The increased funding requested will be used to perform technical, economic, and
market analysis, preliminary concept design and initial supporting research for at
least three gasification based coproduction concepts (to be sited at an existing refin-
ery, chemical plant, and power plant), each capable of using multiple feedstocks,
and producing multiple products; and to initiate development a “new generation” of
advanced ultra-low emission transportation fuels to be used in advanced vehicles
systems, such as the highly efficient diesel engines for sports/utility, light truck, and
passenger vans currently being developed by the Department’s Office of Transpor-
tation Technologies.

DOE will also continue to develop key supporting technologies, such as those
which can economically produce low cost hydrogen and synthesis gas from fossil
feedstocks, while concomitantly reducing the amount of CO, produced. The hydrogen
preparation activity intends to develop advanced separations technology capable of
producing low cost hydrogen from mixed gas streams, and from synthesis gas in a
clean and affordable manner.

These activities will keep to foster lower cost clean fuels and improved regional
air quality with reduced emissions of SO, NOx, VOC, and particulates. Each of
these program components is market driven and highly leveraged with participant
cost sharing in order to insure program relevancy and industry interest.

Advanced Clean/Efficient Power Systems

Question. The fiscal year 2000 budget proposed $3 million to complete Phase IV
of the Low Emission Boiler System (LEBS) program which involves the design con-
struction and operation of a proof-of-concept facility. This project, known as the
Prairie Energy Project, will operate as a source of independent power and will serve
as a showcase for LEBS technology. What is the total estimated cost of the Prairie
Energy Project?

Answer. The total cost of Phase IV of the LEBS program is $127 million. The esti-
mated cost of the proof-of-concept facility alone is $113 million.

Question. How much of this project is cost-shared?

Answer. DOE is funding 27 percent of the project’s cost.

Question. What are the other sources of funding beyond DOE’s contribution of $34
million in fiscal years 1998, 1999, and 2000?

Answer. The sources of funds for LEBS Phase IV in 1998, 1999, and 2000 are as
follows:
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LEBS PHASE IV FUNDING SOURCES

[In million of dollars]

Other Fiscal years—

Source _—_— Total
years 1998 1999 2000
U.S. DOE 1 15 15 3 34
State Of 1lIN0IS ..vverereerceirreeicree st e eesiaeneees 3 22 25
Owner 11 1 3 3 18
LENAEI DEBE ..ottt i e e 50 50
Total 12 16 21 78 127

Question. How much of the total estimated cost of the project is for construction
versus non-construction?

Answer. The total cost of Phase IV of the LEBS program is $127 million. The esti-
mated construction cost of the proof-of-concept facility alone is $113 million. Thus,
non-construction represents $14 million of the project.

Question. When will the effort be completed?

Answer. Commercial test operations are scheduled to be complete in December
2001. The LEBS Phase IV is scheduled to be complete in June 2002.

Question. Why is DOE involved in developing this power plant which will operate
commercially after the test phase?

Answer. This technology developed competitively in a partnership between gov-
ernment and industry, reduces NOx (an ozone precursor) and SOx, and is more effi-
cient (less greenhouse gas per kilowatt) than existing technology. To facilitate early
commercial use and showcase the technology the DOE cost-shared the design, con-
struction and test operation of a proof-of-concept facility.

Question. A significant increase is being proposed in fiscal year 2000 for the Inte-
grated Gasification Combined Cycle. What would these funds be used for?

Answer. The fiscal year 2000 budget request of $38.661 million represents a 19-
percent increase over the fiscal year 1999 appropriation of $32.388 million for the
Integrated Gasification Combined Cycle (IGCC) Program. This increase in funding
($6.273 million) would support the research and development needs for the Vision
21 program. The Vision 21 program is geared to the development of energy plants
of the future that will be highly efficient facilities producing an array of energy
products while simultaneously achieving near-zero discharge of solid, liquid, and
gaseous pollutants. The energy products include electrical power, steam for indus-
trial heating, hydrogen, environmentally superior liquid fuels, and premium chemi-
cals. Gasification-based technologies being developed in the IGCC program are
major “building blocks” of the Vision 21 energy plants from which these energy
products can be produced. Gasification must become more feedstock flexible, that is,
capable of processing all carbon-based materials including coals of all ranks, petro-
leum coke and residuals, industrial and municipal waste, and blends, while simulta-
neously producing a high quality, extremely clean synthesis gas that can be inte-
grated with downstream advanced technologies such as hydrogen membranes, syn-
thesis gas conversion, fuel cells, advanced combustion, and future “H” class gas tur-
bines.

Specifically, the increase in funding will be used to continue development of the
advanced transport gasifier at the Wilsonville PSDF; complete construction and
shakedown of the Gas Processing Development Unit at FETC; investigate advanced
gas cleaning technologies for ultra-clean synthesis gas for integration with fuel cell
and co-production technologies; develop ion transport membranes for low-cost oxy-
gen production from air; develop membrane technology for high-temperature hydro-
gen separation; investigate concepts for CO, concentration; develop advanced fuel
cell systems for coal-based gasification/combustion applications in conjunction with
gas-based fuel cell system development; and conduct experimental investigations on
the co-feeding of coal with various carbon-based feedstocks. The IGCC funding pro-
file is as follows:
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IGCC FUNDING PROFILE

[In thousands of dollars]

Fiscal years—

Activity _—— Change
1999 2000
Program Management Support 223 381 +158
Gasification Systems 11,244 14,045  + 2,801
Gas Cleaning & Conditioning 2,605 3,761 + 1,156
Products/By-products Utilization 1,050 700 —350
System Analysis 3,791 3,524 —267
Vision 21 Support 13475 116250 + 2,775
Total 32,388 38,661  +6,273

144950 included for Fuel Cell for Vision 21.

Question. What is the Federal Energy Technology Center’s role in this program?

Answer. The Federal Energy Technology Center (FETC) is responsible for the im-
plementation and administration of all research and development activities for the
Integrated Gasification Combined Cycle (IGCC) Program. These activities include
both in-house research and cooperative developmental efforts with industrial stake-
holders. FETC’s in-house research team continues to conduct both laboratory and
bench-scale particulate removal and sorbent research for power generation applica-
tions and is expanding into the production of ultra-clean synthesis gas for Vision
21 applications. The capabilities of FETC’s new Gas Processing Development Unit
at Morgantown, West Virginia, are also being expanded to investigate advanced gas
cleaning methods for integrating gasification technology with the Vision 21 energy
plants. FETC’s scientists have also become an integral part of the advanced hydro-
gen separation membrane development effort, focusing on the evaluation and per-
formance testing of high temperature membranes being developed by ANL and
ORNL for the separation of hydrogen from shifted synthesis gas. In addition, as a
result of their prior experience in CO; hydrates, FETC in-house scientists are assist-
ing in the development of a low-temperature approach for separating hydrogen from
shifted synthesis gas via the formation of CO, hydrates. FETC’s IGCC Product
Team is responsible for strategic program development, planning, and outreach,
while project managers administer the individual research and development con-
tracts with various technology developers.

VISION 21

Question. Explain the concept of the Department’s “Vision 21 Energy-Plex.”

Answer. Vision 21 is a government-industry-academia collaboration to develop
technology that will effectively remove all environmental concerns associated with
the use of fossil fuels for producing electricity and liquid transportation fuels and
will almost double the efficiency of coal powerplants. The approach is to develop
technology modules that respond to key public needs (for example, the production
of clean burning transportation fuels, clean, efficient, affordable, electricity genera-
tion from all of our fossil fuels, alleviating municipal waste issues by using this
waste as a feedstock) and can be integrated into a variety of configurations to meet
specific market needs in multiple applications (for example, electricity generation,
fuels/chemicals coproduction, cogeneration). Vision 21 builds on a portfolio of tech-
nologies already being developed, including clean coal combustion and gasification,
turbines, fuel cells, and fuels synthesis. To these, the Vision 21 program adds other
critical or “enabling” technologies such as membrane gas separation, advanced com-
bustion technologies, and alternative fuel utilization technologies.

Vision 21 is part of the Department of Energy’s work to maintain our nation’s eco-
nomic prosperity by ensuring a future supply of affordable, clean energy. The spe-
cific performance targets, costs, and timing for Vision 21 plants are as follows:

SPECIFIC PERFORMANCE TARGETS, COSTS, AND TIMING FOR VISION 21 PLANTS

Efficiency-Electricity Generation ............... 60 percent for coal-based systems (based on fuel HHV); 75
percent for natural gas-based systems (LHV) with no credit
for cogenerated steam.

Efficiency-Combined Electricity/Heat ......... Overall thermal efficiency above 85 percent; also meets above
efficiency goals for electricity.
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SPECIFIC PERFORMANCE TARGETS, COSTS, AND TIMING FOR VISION 21 PLANTS—Continued

Efficiency-Fuels Only Plant ........cccoovvvneee When producing fuels such as Hx or liquid transportation fuels
alone from coal, 75 percent fuels utilization efficiency (LHV).
Environmental ..o Near zero emissions of sulfur and nitrogen oxides, particulate

matter, trace elements, and organic compounds; 40-50 per-
cent reduction in CO, emissions by efficiency improvement;
100 percent reduction with sequestration.

COSES vt Aggressive targets for capital and operating costs and RAM;
products of Vision 21 plants must be cost-competitive with
market clearing prices when they are commercially deployed.

TIMING et Major benefits, e.g. improved gasifiers and combustors, gas
separation membranes, begin by 2006 or earlier; designs for
most Vision 21 subsystems and modules available by 2012;
Vision 21 commercial plant designs available by 2015.

Question. What is the goal of “Vision 21” and how does it fit into the overall Coal
Power program?

Answer. The primary goal of the Vision 21 program is to close to double the effi-
ciency of coal power plants and to effectively remove all environmental concerns as-
sociated with the use of fossil fuels for producing electricity, liquid transportation
fuels, and high value chemicals. The approach is to develop and integrate high-per-
formance technology modules to create energy plants which are cost competitive,
with zero emissions, and which allow us to responsibly and cost effectively use all
of our abundant fossil resources.

Vision 21 builds on the technological successes in the current Coal and Power Sys-
tems, Natural Gas, and Fuels programs. The aggressive goals set for Vision 21 sys-
tems demand innovative approaches along with dramatic improvements in cost and
performance of our technologies. Early spinoffs from the Vision 21 program are ex-
pected to provide near-term economic and performance benefits to the U.S. economy
in general and to the DOE sponsored energy products in particular.

Question. What program activities are supported by the key technology program
elements of the Coal and Power Systems program?

Answer. Our economic future depends on a supply of affordable electricity to run
our factories and heat and light our offices and homes, and on clean fuels for trans-
portation. The bottom line is that the United States will need to rely on fossil fuels
for the major share of its electricity and transportation fuels well into the 21st cen-
tury. To achieve radical improvements in the performance of fossil fuel-based power
systems and to virtually eliminate environmental issues as a barrier to fossil fuel
use will require a new paradigm for the development of both technology and sys-
tems that incorporate the technology. Vision 21 is the Department of Energy’s role
in helping to maintain our nation’s economic prosperity by ensuring a future supply
of affordable, clean energy.

Vision 21 activities are supported by the Integrated Gasification Combined Cycle
(IGCC), Pressurized Fluidized Bed (PFBC), Fuel Cells, Indirect Fired Cycle/High
Performance Power Systems (IFC/HIPPS), Advanced Turbine Systems (ATS), Ad-
vanced Research and Technology Development (AR&TD) and the Advanced Clean
Fuels (ACF) programs. Under the IGCC program, Vision 21 activities include: ad-
vanced oxygen, hydrogen, and carbon dioxide separation technologies; advanced gas
cleaning technologies for fuel cell application; advanced IGCC/fuel cell system stud-
ies; experimental investigation on co-firing fuels. The PFBC program will support
Vision 21 activities which include co-firing with carbon neutral fuels, cycle studies
which examine carbon dioxide recycle, oxygen enrichment, and integration of fuel
cells and other components. In the fuel cell program, Vision 21 efforts are focused
on performance enhancement and cost reduction of fuel cell hybrid systems. Some
advanced heat exchanger work and combustion studies in IFC program will directly
support the Vision 21 program. The ATS program will fund fuel flexible and high
efficiency turbine work for Vision 21. The AR&TD program will continue research
toward the Virtual Demonstration Plant, CO, capture, and sequestration in support
of Vision 21 power and fuels complex; will conduct systems analysis of Vision 21
concepts to identify critical research areas; will implement projects to develop crit-
ical enabling technologies for advanced power and fuel systems in support of Vision
21 and incorporate the results into the Virtual Demonstration. Finally, the ACF pro-
gram will study options for incorporating fuel and chemical modules in Vision 21
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plants and conduct research on fuel and chemical production aspects of Vision 21
technologies.

Question. How much is included in the fiscal year 2000 budget for each of these
program activities in fiscal years 1998, 1999, and 2000?

Answer. The funding for Vision 21 from each of the program areas is listed in the
following table:

VISION 21 FUNDING

[In thousands of dollars]

Fiscal years—
1998 1999 2000

Program

IGCC 14,000 16,250
PFBC 1,600
Fuel Cells 5,085
IFC 1,000 1,000
ATS 800
AR&TD 2,990 3,457
ACF 575

Total 17,990 28,767

Question. If there is an increase in fiscal year 2000 over the fiscal year 1999 en-
acted level, explain what the increase is for.

Answer. Our economic future depends on a supply of affordable electricity to run
our factories and heat and light our offices and homes and on clean fuels for trans-
portation. The bottom line is that the United States will need to rely on fossil fuels
for the major share of its electricity and transportation fuels well into the 21st cen-
tury. To achieve radical improvements in the performance of fossil fuel-based power
systems and to virtually eliminate environmental issues as a barrier to fossil fuel
use will require a new paradigm for the development of both technology and sys-
tems that incorporate the technology. Vision 21 is the Department of Energy’s role
in helping to maintain our nation’s economic prosperity by ensuring a future supply
of affordable, clean energy.

In fiscal year 2000, increases in Vision 21 activities occur in all program areas
except the IFC. The PFBC, Fuel Cell, ATS, and ACF programs had no dollars spe-
cifically for Vision 21 activities in fiscal year 1999. The IGCC fiscal year 2000 higher
funding level for Vision 21 activities will be used to increase levels of effort in ad-
vanced gas separation, gas cleaning, fuel cells integration, and co-firing investiga-
tions. Fiscal year 2000 funds in the PFBC program support co-firing with carbon
neutral fuels, cycle studies which examine carbon dioxide recycle, oxygen enrich-
ment, and integration of fuel cells and other components. In the fuel cell program,
the fiscal year 2000 Vision 21 funds support efforts which are focused on perform-
ance enhancement and cost reduction of fuel cell hybrid systems. Vision 21 fiscal
year 2000 ATS program funds support fuel flexible and high efficiency turbine work.
In the AR&TD program, work on advanced materials for hydrogen and oxygen sepa-
ration membranes progresses from the initial solicitation stage of fiscal year 1999
to working on breakthrough concept in fiscal year 2000. Finally, with fiscal year
2000 Vision 21 funds, the ACF program will study options for incorporating fuel and
chemical modules in Vision 21 plants and conduct research on fuel and chemical
production aspects of Vision 21 technologies.

FOSSIL ENERGY RESEARCH—NATURAL GAS
METHANE HYDRATES

Question. The fiscal year 2000 budget proposes $1,985,000 for methane hydrates
research and development. What specifically will these funds be used for?

Answer. While specific procurement plans will not be finalized until appropria-
tions have been approved by Congress, the Department anticipates allocating the
funding as follows:

—Approximately 50 to 55 percent would be used for characterizing methane hy-
drate reservoirs. This will involve geologic, geochemical, microbiological, and
thermodynamic studies of hydrates, the development of a data base docu-
menting hydrate locations and research results, and collection and analysis of
Arctic and marine hydrates.
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—Approximately 20 to 25 percent will be used for laboratory tests and to develop
models of the ways hydrates dissociate. This research would be a precursor to
developing specific production technologies.

—Approximately 15 to 20 percent would go to developing sensors and monitoring
subsea hydrate sites to determine what role hydrates may be playing in the re-
lease of methane that could contribute to global climate change.

—Approximately 15 to 20 percent would be used for seismic and well logging to
evaluate subsea hydrate zone structure and strength. This will be important in-
formation to assess safety and sea floor stability issues.

Question. Who will perform the work?

Answer. Funding recipients have not yet been determined but will almost cer-
tainly include industrial partners, other government organizations (such as the
Naval Research Lab, U.S. Geological Survey, the Ocean Drilling Program, National
Science Foundation, and Minerals Management Service), National Laboratories,
academia and oceanographic institutions including university consortia, the Federal
Energy Technology Center, and the Rocky Mountain Oilfield Test Center. This is
consistent with the draft Methane Hydrates Act of 1999, that has been reported out
of the Committee on Energy and Natural Resources, which encourages “partner-
ships among government, industry and institutions of higher learning.”

Question. Why is this work important?

Answer. As much as 200,000 trillion cubic feet of methane may exist in hydrate
systems in the U.S. permafrost regions and surrounding waters. This is over a hun-
dred times greater than the estimated conventional U.S. gas resource. The volume
that may be economically producible is unknown. However, these enormous re-
sources, if proven, have significant implications for U.S. energy security and global
environmental issues, particularly global climate change. In addition, because the
bulk of these methane hydrates are located on federal lands, gas production would
provide significant resources through royalties and leases.

The United States will consume increasing volumes of natural gas well into the
21st century, and methane hydrates can contribute to a reliable and low-cost domes-
tic supply. Gas demand is expected to grow substantially throughout the first half
of the 21st century because of an expanded transition to a role as a transportation
fuel or a competitive source of transportation liquid fuel (gas-to-liquids conversion)
and hydrogen for fuel cells.

The technology to locate and safely produce methane from hydrates does not cur-
rently exist, and industry is unable to conduct the necessary research and develop-
ment. In the current low oil and gas price environment, there is almost no industry
research for methane production from hydrates. DOE’s fossil energy research and
development program, including methane hydrates research and development, is de-
veloping advanced concepts that are well beyond the timetables and performance
goals of private sector research and development.

COAL MINE METHANE

Question. The fiscal year 2000 budget request includes $500,000 to continue the
coal mine methane project. How does this program fit into the Natural Gas Re-
search and Development program?

Answer. The Natural Gas Research and Development program seeks to develop
and demonstrate for commercial readiness, technology by which economical gas sup-
plies can be produced and made available for productive domestic utilization. The
Coal Mine Methane program addresses technology needed to harness and utilize
methane that is naturally released in the course of underground mining of coal.

Question. What is its objective?

Answer. The Coal Mine Methane program objective is to ensure that coal pro-
ducers have a documented knowledge base of how methane released in the course
of underground coal mining can be economically captured and utilized in productive
ways. Accordingly, the program has requested, through a competitive process, pro-
posals to design and demonstrate advanced means by which mine released methane
can be captured and readied for commercial use and/or directly used.

Question. How much is required in the out years to complete this program?

Answer. Outyear budget estimates for the 50-percent cost shared program to com-
pletion are estimated at $1 million each year from 2001 to 2003. This will allow the
completion of no more than two projects.

ADVANCED TURBINES PROGRAMS

Question. The fiscal year 2000 budget includes $41.8 million in fiscal year 2000
for the Advanced Turbines program, which is $2.7 million less than the amount ap-
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propriated for fiscal year 1999. How does this lower level of funding affect the pro-
gram’s schedule?

Answer. The lower funding level in fiscal year 2000 is due to the ATS Utility pro-
gram nearing completion. No slippage in the current schedule, due to funding level,
is expected. However, due to the acquisition of Westinghouse by Siemens, there may
be some delays in the Siemens-Westinghouse program.

FUEL CELLS

Question. The fiscal year 2000 budget proposes $37.6 million for Fossil Energy’s
fuel cell program which is a decrease of $6.6 million (15 percent) below the fiscal
year 1999 level. What impact will this lower level of funding have on the program?

Answer. No significant impacts are expected to result from the reduction because
the decreases are largely offset by increases in fuel cells in other Fossil Energy pro-
gram areas; for example, $4.95 million in the High Efficiency Integrated Gasifi-
cation Combined Cycle program is for the development of advanced fuel cell systems
for Vision 21 gasification/combustion applications, in conjunction with gas-based fuel
cell systems development. In addition, no funding was requested in fiscal year 2000
to continue the multi-layer ceramic technology initiative for fuel cells because
awards for that effort are scheduled to occur in the July-August 1999 time frame
although the work will continue through most of fiscal year 2000.

FOSSIL ENERGY RESEARCH—OFFSETS

Question. What is the rationale for proposing to use $11 million of prior year bal-
ances to offset the fiscal year 2000 budget request for Fossil Energy Research and
Development?

Answer. The effort to provide funding for high priority projects in the Fossil En-
ergy program, it was thought that prior year balances would become available to
cover future budget activities.

Question. What was the $11 million originally budgeted for and what will not be
accompl}ished as a result of using these funds to offset the fiscal year 2000 budget
request?

Answer. These carryover funds resulted from two types of actions. First, through
the contract closeout process, approximately $4 million has been recovered from con-
tracts that are no longer active. Second, as a result of delays in the procurement
process, various amounts from Coal, Oil and Gas programs were not obligated by
the end of fiscal year 1998. However, these funds will be obligated during fiscal year
1999. We believe that additional procurement delays will occur in fiscal year 1999,
and additional contracts will be closed out to make available sufficient funding at
the end of fiscal year 1999 to cover this offset.

Question. Before taking into account the use of prior year balances, the Depart-
ment of Energy is providing a $9 million (2 percent) decrease from the fiscal year
1999 enacted level for Fossil Energy Research and Development in fiscal year 2000.
The fiscal year 2000 budget request for Energy Conservation Research and Develop-
ment is a $121 million (23 percent) increase over the fiscal year 1999 enacted level.
Was there consideration given to using prior year balances to offset the increase
being proposed in the Energy Conversation budget? If so, how was the decision
reached? If not, why not?

Answer. Yes, consideration was given to using prior year balances in the Energy
Conservation budget request. In fact, the Energy Conservation account is offset by
balances from the Biomass Energy account.

CLEAN COAL TECHNOLOGY

Question. What is the Department’s rationale for proposing a net $246 million de-
ferral in fiscal year 2000 for the Clean Coal Technology program?

Answer. Only two Clean Coal Technology projects have remaining funding re-
quirements. These projects are the Clean Energy Demonstration Project—an IGCC
project planned for Illinois and the Clean Power From Integrated Coal/Ore Reduc-
tion (CPICOR) project—a combined steel making and power generation project
planned for Utah. DOE recently approved project restructuring and design phase ex-
tensions for both of these projects. These extensions were necessary to complete
teaming arrangements, perform design activities, and to obtain environmental per-
mits. Both projects already have adequate funding to complete these tasks. Since
funds for the construction phase will not be needed until fiscal year 2001, DOE has
proposed to defer these funds until they are needed to meet project commitments.

Question. What is the impact of the fiscal year 2000 deferral on the out years?

Answer. DOFE’s fiscal year 2000 request has proposed a specific schedule for the
return of the deferred funds that will enable DOE to meet funding commitments for
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the two CCT projects with future funding requirements. DOE has proposed that the
deferred funds be made available starting with $189 million in fiscal year 2001, $40
million in fiscal year 2002, and $27 million in fiscal year 2003. Provided the de-
ferred funds are made available to DOE following this schedule, there will be no
adverse impacts to the CCT program.

Question. What happens if the net $246 million deferral is accepted and the out-
year repayment of this deferral is not provided?

Answer. If the funds proposed for deferral in fiscal year 2000 are later rescinded,
DOE would not be able to fulfill the existing funding commitments as defined in
the Cooperative Agreements for two projects: the Clean Energy Demonstration
Project and the Clean Power From Integrated Coal/Ore Reduction (CPICOR) project.
These projects would not proceed if federal funds were not available. Since these Co-
operative Agreements require at least 50 percent industry funding, private-sector in-
vestments in these projects would also be lost and there could be resulting litigation.

Question. What is the current status of the Clean Coal Technology projects and
what are some of the recent milestones in the program?

Answer. The CCT program currently has 40 active or successfully completed
projects. Twenty projects have successfully completed all requirements and three ad-
ditional projects have completed operation and are preparing final reports. Of the
remaining 17 projects, 9 are in the operation phase, 1 is in construction, and 7 are
in the design phase.

Below are listed several success stories of the DOE Coal Research and Develop-
ment and Clean Coal Technology (CCT) programs. The CCT successes—mostly dem-
onstrations of pre-commercial, new technologies—could not have occurred without
earlier DOE research and development. Research and development successes that
culminated in CCT demonstrations include the following:

—Low NOx burners: Far less expensive than preceding technology for removing
NOx (oxides of nitrogen, precursors of smog) emissions, about one-half of U.S.
coal-fired capacity today has these burners. Sales to date are about $1.5 billion.

—Atmospheric Fluidized Bed power plants: DOE/industry investments in this
clean technology have resulted to date in at least $9 billion in domestic and for-
eign sales ($6.2 billion domestic, $2.8 billion foreign).

—Advanced Scrubbers: Three advanced scrubbers have been demonstrated by
DOE,d one of which earned Power magazine’s 1993 Power Plant of the Year
award.

—Tomorrow’s Power Plants (Integrated Gasification Combined Cycle, or IGCC,
and Pressurized Fluidized Bed, or PFBC): These pre-commercial, virtually pollu-
tion-free plants have the potential of far higher efficiencies (thus, 20 to 40 per-
cent lower CO; levels).

—The Rosebud SynCoal™ and Encoal™ processes are two different ways to up-
grade low-rank coals to cleaner, more efficient fuels. Both processes are being
marketed worldwide.

Some of the recent project specific milestones include the following:

—Delivery of the 18-cylinder engine for the coal diesel project (January 1999). The
coal diesel project will demonstrate the performance and durability of a coal-
fueled diesel engine during 6,000 hours of operation.

—Completion of the first year of operation for the Healy combustors project (Janu-
ary 1999). The advanced slagging combustors is demonstrating reliable and low-
emission operation on a blend of run-of-mine and waste coal.

—Completion of the Pneumatic Fuel Project for the Rosebud project (January
1999). The Pneumatic Fuel Project was needed to improve the handling of the
SynCoal” product, allowing the participant to enter into a long-term supply
agreement with a utility customer.

—Approval of proposed restructuring/resiting of the Clean Energy project (Decem-
ber 1998). The restructuring/resiting approval significantly improved the likeli-
hood for a successful demonstration of the British Gas/Lurgi gasification tech-
nology and the operation of a fuel cell on coal gas.

—Completion of the third year of operation for the Wabash River project (Novem-
ber 1998). During the third year of operation, the syngas facility had an avail-
ability over 72 percent and a capacity factor of approximately 68 percent.

—Approval of new technology vendor for the CPICOR project (October 1998). The
new technology vendor will enable the direct production of iron without the use
of coke along with the co-production of electricity, providing an economic and
enfironmental advantage over the traditional coke and blast furnace tech-
nology.

—Completion of long-term testing of micronized coal reburning for a cyclone boiler
(September 1998). The micronized coal reburning technology offers an economi-
cal approach for reducing NOx emissions with minimal boiler modifications.



116

—Completion of the operating phase for the NYSEG flue gas cleanup project
(June 1998). The project demonstrated an advanced wet scrubber with high sul-
fur capture efficiency in combination with low NOx burners that resulted in a
system with minimal power requirements, zero waste water discharge, and the
production of usable byproducts instead of wastes.

—Completion of final reports for four environmental control projects during cal-

endar year 1998:

Enhancing the Use of Coals by Gas Reburning and Sorbent Injection.—Project
demonstrated NOx reductions of at least 60 percent and SO; reductions of at least
50 percent on two different boiler configurations.

Demonstration of Advanced Combustion Techniques for a Wall-Fired Boiler.—
Project demonstrated 50 percent NOx reduction using low NOx burners, advanced
overfire air, and the use of an advanced instrumentation and control system.

Evaluation of Gas Reburning and Low-NOx Burners on a Wall-Fired Boiler.—
Project demonstrated 70 percent reduction in NOx emissions using Foster Wheeler’s
low-NOx burners and gas reburning.

LIFAC Sorbent Injection Desulfurization Demonstration Project.—Project dem-
onstrated a utility retrofit of a high sulfur-removal technology that produced a dry
solid waste product.

Question. Given the rescissions that have been made to the Clean Coal Tech-
nology program and the proposed deferral for fiscal year 2000, is there sufficient
funding for its successful completion?

Answer. Of the 40 projects in the Clean Coal Technology program, 38 projects are
fully funded. The two projects with remaining funding commitments will not require
additional funding until fiscal year 2001. Provided the deferred funds are made
available in the out years as proposed, DOE will have sufficient funding for the suc-
cessful completion of the CCT Program. Prior rescissions were achieved through sav-
ings resulting from project restructuring and project withdrawals.

Question. How many projects are yet to be completed and what is the current plan
to complete them?

Answer. Of the 40 projects in the Clean Coal Technology (CCT) program, 20
projects have successfully completed all requirements and 3 additional projects have
completed operation and are preparing final reports. Of the remaining 17 projects,
9 are in the operation phase, 1 is in construction, and 7 are in the design phase.

Of the nine projects currently in the operation phase, only the Custom Coals
project is anticipated to have difficulty completing remaining activities. Recently,
the Custom Coals’ processing facility was sold at auction and the new owner of the
facility has approached DOE about completing the CCT project.

The Coal Diesel project is the only project in the construction phase. The diesel
engine was delivered to the project site in January 1999. In April 1999, the partici-
pant indicated that a significant funding shortfall is anticipated for the project and
that project activities have stopped until additional funds are identified. DOE pre-
viously has already committed to provide nearly the full 25 percent cost growth
maximum allowed in the Clean Coal Program. Additional funding from DOE over
the 25 percent maximum is not allowed by law. If the participant cannot secure ad-
ditional project funding, the coal-fueled diesel technology may not be demonstrated.

A total of seven projects are in the design and permitting phase. Three of these
projects have been delayed due to protracted contract negotiations between the
project participants and the technology suppliers. DOE believes the parties are close
to reaching agreements and the projects will be moving forward as planned. Two
additional projects were recently granted extensions to allow for restructuring ac-
tivities. While these projects are early in the design and permitting phase, DOE be-
lieves these projects are on track to begin construction activities within 2 years. The
two remaining projects are the ThermoChem project in Baltimore, Maryland, and
the NOXSO project. The ThermoChem project was recently granted approval to pro-
ceed with a reduced-scope project and the project is ready to initiate construction
activities. The participant for the NOXSO project is in Chapter 11 bankruptcy. A
suitable host site and participant financing is required for this project to continue.

Question. Do you plan to terminate any ongoing Clean Coal Technology projects?

Answer. No projected terminations are planned. The Department is committed to
the successful completion of all ongoing Clean Coal projects.

Questions: What are your plans if significant cost overruns occur in any of the
projects?

Answer. Cost overruns in the Clean Coal Technology program are capped by legis-
lation. If cost overruns occur they would be evaluated for merit and the existing cost
overrun reserve of $13 million could be utilized. In addition, if any of the existing
projects terminate, the excess funds related to those projects would be available as
an overrun reserve.



117

Question. Is the Clean Coal Technology program producing results?

Answer. The Clean Coal Technology (CCT) program has and continues to produce
results that are changing the face of the electric power generation industry and
other major coal use industries. Of the 40 active projects, 23 have completed oper-
ation, 20 of which have submitted final reports. These reports are made available
to the public and a bibliography is produced and updated to aid interested parties.
The reports represent a comprehensive compilation of timely information invaluable
to the utility sector and other coal users faced with increasingly stringent air pollu-
tion standards.

Below are listed several success stories of the DOE Coal Research and Develop-
ment and Clean Coal Technology (CCT) programs. The CCT successes—mostly dem-
onstrations of pre-commercial, new technologies—could not have occurred without
earlier DOE research and development. Research and development successes that
culminated in CCT demonstrations include the following:

—Low NOx burners: Far less expensive than preceding technology for removing
NOx (oxides of nitrogen, precursors of smog) emissions, about one-half of U.S.
coal-fired capacity today has these burners. Sales to date are about $1.5 billion.

—Atmospheric Fluidized Bed power plants: DOE/industry investments in this
clean technology have resulted to date in at least $9 billion in domestic and for-
eign sales ($6.2 billion domestic, $2.8 billion foreign).

—Advanced Scrubbers: Three advanced scrubbers have been demonstrated by
DOE,d one of which earned Power magazine’s 1993 Power Plant of the Year
award.

—Tomorrow’s Power Plants (Integrated Gasification Combined Cycle, or IGCC,
and Pressurized Fluidized Bed, or PFBC): These pre-commercial, virtually pollu-
tion-free plants have the potential of far higher efficiencies (thus, 20 to 40 per-
cent lower CO; levels).

—The Rosebud SynCoal™ and Encoal™ processes are two different ways to up-
grade low-rank coals to cleaner, more efficient fuels. Both processes are being
marketed worldwide.

Of the 23 completed projects, 9 demonstration projects continued in commercial
operation. Almost all the environmental control device demonstrations have com-
pleted operations. The resultant body of information represents the largest dem-
onstration database ever compiled on advanced environmental controls. The tech-
nologies incorporated in the database cover the full range of potential utility appli-
cations. The fact that it contains demonstration-based data enables potential users
to assess cost and performance of the various options for their site-specific situa-
tions. Movement of the technologies into the commercial market underscores the
value of the data.

The Tri-State Generation and Transmission Association, Inc., Nucla Station
repowering project provided the database and operating experience requisite to
making atmospheric circulating fluidized-bed a commercial technology option at util-
ity scale. Through the Ohio Power Company’s repowering of the Tidd Plant (70
megawatts), the potential of pressurized fluidized-bed combustion as a highly effi-
cient, very low pollutant emission technology was established and the foundation
laid for commercialization (through extensive documentation of the operational, en-
vironmental, and cost performance). Three Integrated Gasification Combined-Cycle
projects, representing a diversity of gasifier types and cleanup systems, are pro-
ducing information on a new approach to coal use that could revolutionize the power
generation industry. The projects are attracting interest from utilities worldwide.

ENCOAL recently completed documenting their successful demonstration of a
unique technology that produces both clean, high energy density solid and liquid
fuels from low-rank coal. Demonstration data enabled the technology supplier to
conduct five feasibility studies in three countries that have high potential for result-
ing in commercial projects. Data coming out of the ongoing demonstration of the
Liquid Phase Methanol process (LPMEOH™) suggests that coproduction of elec-
tricity and methanol may provide a clean, cost-effective energy option. A project
with Bethlehem Steel Corporation is providing proof that coal can be substituted for
coke for a significant portion of the carbon requirement in steelmaking, enabling a
major reduction in pollutant emissions.

DOE is making every attempt to disseminate the results of the demonstrations
to customers and stakeholders. The annual Clean Coal Technology Demonstration
program: Program Update briefly summarizes progress and accomplishments on all
ongoing projects and, for projects that have completed operations, provides a more
extensive summary of results. A Clean Coal Technology Demonstration Program:
Project Fact Sheets document updates project information mid-year. The annual
Clean Coal Technology Conference and associated proceedings provide a yearly
snapshot of how each of the active projects is progressing along with an in-depth
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presentation of technical findings. The CCT Compendium provides an electronic
database, incorporating the CCT program publications that can be accessed on the
Internet (http://www.lanl.gov/projects/cctc).

Question. What are some of the recent major accomplishments associated with the
Clean Coal Technology program?

Answer. The Clean Coal Technology (CCT) program enabled the utility industry
to respond cost effectively to the first wave of NOx control requirements imposed
and has positioned the utility industry to respond to NOx control requirements in
the 21st century. Under Title IV, Phase I of the Clean Air Act Amendments of 1990
(CAAA), NOx emission limits were established for wall- and tangentially-fired boil-
ers, effective January 1, 1996. The CCT Program not only positioned industry to re-
spond to the regulations with low-NOx burners, but provided valuable input to the
regulatory process by furnishing realtime data. Similarly, the CCT Program has
been instrumental in preparing the utility industry for Title IV, Phase II CAAA
NOx control requirements, effective January 1, 2000, addressing the balance of the
boiler types and imposing more stringent requirements on wall- and tangentially-
fired boilers. Also, the technologies demonstrated under the CCT program have posi-
tioned the utility industry to respond to even tougher NOx emission standards, ef-
fective in May 2003, recently imposed on 22 states and the District of Columbia in
an EPA “SIP Call.” Technologies demonstrated include combustion modification con-
trol technologies, such as low-NOx burners and coal- and gas-reburning, and post-
combustion NOx control methods, such as selective catalytic reduction and selective
non-catalytic reduction. To date, over one-third of coal-fired generating capacity in
the United States has installed low-NOx burners, with sales exceeding $1.5 billion.

The CCT Program has also provided a portfolio of SO> control technologies to en-
able utilities to respond cost effectively to year 2000 CAAA emission levels. Tech-
nologies are available for the full range of units from small space-constrained boilers
to large, relatively new boilers. The technologies also span a range of costs commen-
surate with performance, but significantly less than conventional technologies exist-
ent before the CCT Program. For example, the two advanced wet flue gas
desulfurization technologies demonstrated under the CCT Program redefined the
state-of-the-art for sorbent-based scrubbers by: halving operating costs and signifi-
cantly reducing capital costs; producing by-products instead of waste; and mitigating
plant efficiency loses by using high-capture-efficiency devices.

The CCT Program was instrumental in commercializing atmospheric circulating
fluidized-bed combustion (ACFB) technology through the Tri-State Generation and
Transmission Association, Inc., project in Nucla, Colorado. An industry consortium
joined with DOE to fully evaluate the potential of the technology for utility applica-
tion. The results and the attendant comprehensive database served to establish
ACFB as a commercial offering, which has realized an estimated 9.5 gigawatts of
capacity installation worldwide. Today, every major boiler manufacturer offers an
ACFB system in its product line. Power magazine has called fluidized-bed coal com-
bustion “the success story of the last decade in the power generation business. This
success [is] perhaps the most significant advance in coal-fired boiler technology in
more than half a century.”

Pressurized Fluidized-bed Combustion (PFBC) technology is also beginning to
make market penetration as a result of work performed at The Ohio Power Com-
pany’s Tidd Plant. The CCT Program demonstration and associated development
work have resulted in several commercial sales, including a 360-megawatts unit in
Japan and a 220-megawatt unit in Germany. The technology represents a new gen-
eration of advanced power systems, with efficiencies far higher than conventional
coal-fired systems and pollutant emissions far below new source performance stand-
ards, without need of add-on emission controls.

Three Integrated Gasification Combined-cycle (IGCC) demonstration projects, rep-
resenting a diversity of gasifier types and cleanup systems, are pioneering the intro-
duction of a new approach to power generation. Two of the technologies are cur-
rently operating in a commercial dispatch mode, gaining invaluable performance
data. The units are attracting worldwide interest because of their potential to sig-
nificantly improve efficiency, reduce pollutant emissions, and serve as building
blocks for even more advanced systems.

ENCOAL recently completed successful demonstration of a coal processing tech-
nology capable of producing a high energy density solid fuel and a liquid product
from low-rank coal. The solid fuel is low enough in sulfur to be considered a compli-
ance fuel; that is, capable of meeting CAAA standards for 2000. Also, the solid prod-
uct has demonstrated combustion characteristics that enable reduced NOx emis-
sions. The liquid product has most potential as a chemical feedstock, but can be
used as a low-sulfur boiler fuel. Efforts are progressing toward establishing a com-
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mercial plant in the United States and detailed feasibility studies have been carried
out in Indonesia and Russia.

The Liquid Phase Methanol process (LPMEOH™) being demonstrated at the
Eastman Chemical Company in Kingsport, Tennessee is showing promise as a cost
effective means of coproducing electricity and methanol. Continued stable produc-
tion of methanol at or beyond design rates from high-sulfur bituminous coal sug-
gests that IGCC with LPMEOH offers a very clean, highly efficient means of using
high-sulfur coal in chemical and electricity production.

Demonstration of granular-coal injection at Bethlehem Steel’s Burns Harbor blast
furnace operations is proving that coal can replace up to 40 percent of the coke re-
quirement in ironmaking. This has significant environmental and cost ramifications.
Coke production in the United States has been severely cut because of the mag-
nitude and extent of resultant pollutant emissions. Steel producers have had to rely
on foreign coke, which is often of poor quality. Granular-coal injection allows substi-
tution for much of the coke. Emissions from the injected coal are controlled in the
blast furnace.

Question. What lessons have been learned from the Clean Coal Technology pro-
gram that could be applied in the future?

Answer. The Clean Coal Technology (CCT) program has proven to be an effective
means by which the government can work cooperatively with the private sector in
developing and introducing new technologies into the commercial marketplace. Sev-
eral guiding principles evolved during the implementation of the program which
could be applied to future programs meeting the following conditions: the objective
is to place a product into the commercial marketplace; the technology has evolved
to the stage where the private sector is willing to fund at least 50 percent of the
project costs; and the projects are large enough to truly reflect its intended commer-
cial configuration under commercial operating conditions. The principle lessons
learned during the CCT program are as follows:

—A strong and stable up-front commitment by the government is needed for the

life of the projects.

—The technical agenda is determined by industry not the government with indus-
try given the flexibility to use their expertise and innovation to define the tech-
nology and to propose a project in response to the government’s defined objec-
tive. Multiple solicitations spread over a number of years enabled the CCT pro-
gram to address a broad range of national needs with a portfolio of evolving
technologies.

—At least 50 percent cost-sharing throughout all project phases demonstrated in-
dustry’s commitment to fulfilling the project objective and to confirm the market
potential continued over a period of time.

—Allowing for cost growth to be shared at the ratio of the original agreement rec-
ognized the risk involved in first-of-a-kind demonstration while confirming the
need for industry’s commitment to share in the total cost of the project.

—Industry retains the real and intellectual property rights in order to avoid relin-
quishing their competitive position in technologies developed to the point of
demonstration.

—Roles of the government and industry are clearly defined with industry respon-
sible for technical management of the project and government supporting the
project as long as project milestones and terms and conditions of the negotiated
cooperative agreement are met.

—Industry must be committed to commercialize the technology and make the
technology available to potential users on reasonable commercial terms.

CLIMATE CHANGE

Question. A recent study by Pacific Northwest National Laboratory assessed the
most cost effective ways for the world to control the buildup of greenhouse gases
in the atmosphere. Their preferred scenario controlled greenhouse gas at lowest
cost, thereby providing for continued economic growth. In this least cost scenario,
world utilization of fossil energy doubles while about half of the carbon dioxide pro-
duced is sequestered. Given the large role that sequestration could play in cost-effec-
tively reducing emissions, does the Department’s fiscal year 2000 budget request
adequately fund the carbon sequestration program?

Answer. Much of the Department’s budget for climate change related work is in
the area of increased energy efficiency and in the development of renewable and
other no-carbon forms of energy. Fossil Energy has two related programs in this
area: advanced, clean efficient power generation technologies and carbon sequestra-
tion research. Sequestration is a relatively new carbon mitigation strategy and the
current budget request reflects its developmental status. If practical low-cost seques-
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tration options can be developed, millions of tons of carbon could be reduced, and
the United States and the world might avoid drastic shifts in fuel use or severe eco-
nomic penalties. Sequestration is the only carbon mitigation option that is com-
pletely compatible with the existing energy infrastructure.

The requested budget is an attempt to balance competing budget priorities, and
reflects a relatively near-term focus for climate change mitigation research. A longer
term focus with emphasis on capping atmospheric concentrations of greenhouse
gases, as suggested by the study you referenced, would likely favor greater resources
for carbon sequestration options.

Question. Is it technologically possible to develop cleaner, more efficient systems
to produce electricity from fossil fuels?

Answer. Yes, we agree with the conclusions of the Pacific Northwest Lab Study
that economically viable, clean, very high efficiency, fossil fueled electric generation
systems, which can sequester carbon in a cost-effective manner are possible. The
Department’s Vision 21 program, coupled with carbon sequestration, is a govern-
ment-industry-academia collaboration aimed at bringing these generation systems to
commercial readiness.

Question. Under almost any scenario, fossil fuels will continue to dominate the
power generation sector both domestically and internationally for a very long time.
If ultra-high efficiency power generation technologies coupled with carbon sequestra-
tion were used for all new plants built in the United States over the next 50 years,
what would the impact be on reducing greenhouse gas emissions?

Answer. The Office of Fossil Energy has conducted a screening analysis of the im-
pact on carbon emissions if ultra-high efficiency natural gas and coal-fired power
plants began to deploy in 2005 and 2010, respectively. The generation efficiency of
new gas-fired plants reached 70 percent by 2015 and the efficiency of new coal-fired
plants coming on line reached 60 percent by 2020. Sequestration technology was as-
sumed to be available for all new plants coming on line after 2020. Under these as-
sumptions, carbon emissions from U.S. electricity generation in 2050 would be re-
duced from 850 million metric tonnes of carbon per year to 75 million metric tonnes
per year—a 91-percent reduction. In this scenario, carbon emissions from power
generation have not fallen to zero because some power plants built before 2020 are
still assumed to be in the inventory. If there were an incentive to retire those re-
maining plants which do not have carbon sequestration, carbon emissions from
power generation could be zero in 2050. In 1995, carbon emissions from this sector
were 495 million metric tonnes per year.

Question. Assume that the Energy Conservation program in the Department of
Energy is successful and that the United States achieves energy efficiency halfway
between current U.S. and European levels. This is a reasonable goal in view of the
vastly higher energy prices in Europe and the broader geographical expanses in the
United States. If successful, how much could this program reduce the projected
growth in U.S. greenhouse gas emissions over the next 50 years?

Answer. If successful, the programs of the Office of Energy Efficiency and Renew-
able Energy at the Department of Energy are expected to achieve a significant re-
duction in the projected growth of greenhouse gas emissions over the next 50 years.
In the Department’s analysis conducted for the Government Performance and Re-
sults Act (GPRA), its energy efficiency programs are projected to yield annual car-
bon savings of over 200 million metric tons of carbon equivalent by the year 2010.
The GRPA analysis does not extend beyond 2010; however, the Department is pres-
ently conducting a study which will look at the benefits of energy efficiency and re-
newable technologies to 2020. A focus of this study will be an analysis of the energy,
environmental, and economic impacts of different public policies and programs, and
the identification of policy implementation pathways that can form the basis for na-
tional solutions to those challenges. We expect that this report will be published by
September 1999.

There are few studies which examine the impact of energy efficiency technologies
beyond the year 2020. One such study is entitled Energy Innovations: A Prosperous
Path to a Clean Environment, (Alliance to Save Energy, American Council for an
Energy-Efficient Economy, Natural Resources Defense Council, Tellus Institute, and
Union of Concerned Scientists, 1997). By using energy efficiency and renewable
technologies, the study claims there is the potential for carbon emissions to drop to
45 percent below 1990 levels by the year 2030. The authors state that such a reduc-
tion could be attained by a set of program and policies that could guide our economy
toward lower cost, less polluting, more secure, and more sustainable ways of pro-
ducing and using energy. The authors maintain that technological progress would
be the cornerstone of such an achievement.

Question. The fiscal year 2000 budget request includes $2.1 billion in its Energy
Resources business line. Fossil Energy Research and Development is funded at $163
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million. These advanced systems, when fully commercialized, could reduce energy
usage by 10 quads per year and combined with sequestration could reduce carbon
emissions by over 750 million tons per year. The fiscal year 2000 budget request
for Energy Conservation is $837 million, and this technology could reduce carbon
emissions by 400 million tons and reduce energy usage by 20 quads. Overall, these
technologies appear to have a similar impact. In light of this, is the allocation of
resources in the Department’s fiscal year 2000 budget request appropriate?

Answer. First, we should note that the request for the Fossil Energy Research and
Development account is $364 million, not $163 million. That also does not include
funding on- going Clean Coal projects. The comparable number for Energy Con-
servation—the research and development component without weatherization and
state formula grants is $646 million, so the actual difference in funding is substan-
tially less than it appears.

The allocation of funding within the Department’s fiscal year 2000 budget request
is based on analysis of how each program can contribute to the nation’s multiple
energy goals as articulated in the National Energy Strategy. Both fossil energy and
energy conservation programs are important to meeting these goals. However, in-
creased investments in energy efficiency technologies are the most cost-effective
means of meeting the broad set of national energy goals. The increase proposed for
energy conservation reflects this fact.

Question. Please describe what Climate Change Technology Initiative activities
are included in the fiscal year 2000 budget for Fossil Energy.

Answer. Fossil Energy has two related programs contained in the Climate Change
Technology Initiative (CCTI): advanced, clean, efficient power generation tech-
nologies, and carbon sequestration research. The FE budget for the CCTI in fiscal
year 1999 was $24 million; in fiscal year 2000 the budget request is $37 million.
The main components of the budget request are as follows:

—$18 million in fiscal year 1999 ($28 million in fiscal year 2000) to make ad-
vanced natural gas and coal powerplants’ more efficient and compatible with
carbon sequestration (IGCC, PFB, Fuel Cells, Turbines).

—$6 million in fiscal year 1999 ($9 million in fiscal year 2000) for carbon seques-
tration research and development. This includes exploratory research on inno-
vative approaches to sequestering carbon, research to investigate a spectrum of
techniques for sequestration of carbon in geological formations, and initial ef-
forts to conduct field study and small scale experiments to gather “real world”
data on the fate of sequestered carbon.

Question. What other activities are funded in the Fossil Energy budget which will

contribute to reducing greenhouse gas emissions?

Answer. The Fossil Energy technologies most focused on climate change mitiga-
tion are those identified under the Climate Change Technology Initiative, and in-
clude Vision-21 technologies and sequestration technologies. However, the remain-
ing power systems budget, including coal and natural gas fueled systems, will also
lead to lower cost and more efficient electricity generating technologies, which trans-
lates to lower carbon dioxide emissions. These technologies include indirect fired cy-
cles, integrated gasification combined cycle, pressurized fluidized bed, fuel cells, and
advanced gas turbines. Other activities funded in the Fossil Energy budget which
will contribute to reducing greenhouse gas emissions include programs to reduce
greenhouse gas emissions by improving the nation’s ability to supply, store, trans-
port, and distribute natural gas in an economically efficient and environmentally
beneficial manner, because natural gas is the least carbon-intensive fossil fuel.

Question. Why does the fiscal year 2000 budget request for the Climate Change
Technology Initiative reflect a 53-percent increase in Fossil Energy Research and
Development while the overall Fossil Energy Research and Development budget for
fiscal year 2000 is $20 million below the fiscal year 1999 enacted level?

Answer. Most of the funding shown for climate change research and development
is part of an integrated coal research and development program focused on devel-
oping technologies for using coal in the cleanest and most efficient manner possible,
while at the same time reducing the cost of energy. This research and development
effort responds to key public needs and would be pursued with or without climate
change considerations. The increased amount for climate change reflects a change
in the nature of the work associated with our Vision 21 clean power program: inclu-
sion of some fuel cell work in the climate change category and an increase in long
range work on carbon sequestration. The overall reduction in the Fossil Energy’s
budget reflects two items: a $12 million decrease in the Low Emission Boiler System
(LEBS) program, which is being completed; and the use of $11 million in obligated
balances from fiscal year 1998 to offset new appropriations requirements. The re-
mainder of the program is consistent with fiscal year 1999 levels.
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Question. What role does the Department of Energy have in the development of
climate change policy?

Answer. The Department has been an active participant in the interagency proc-
ess that has developed and supported the Administration’s climate change policy.
DOE was an early and strong supporter of flexible, market-based mechanisms,
which include international emissions trading and the Clean Development Mecha-
nism, have become central to the U.S. climate policy and were incorporated in the
Kyoto Protocol. DOE was also a successful advocate for the inclusion of all major
greenhouse gases and carbon sinks in any international agreement.

DOE funding and technical expertise led to the development of the Second Gen-
eration Model, which in one of the economic modeling tools used by the Council of
Economic Advisers to assess the potential impacts of international climate agree-
ments on the U.S. and world economy. DOFE’s five-lab study of the potential of tech-
nology to reduce greenhouse gas emissions helped lead the Administration to boost
its budget request for climate-related energy research and development, and to pro-
pose selected incentives for investment in new energy technologies. DOE continues
to be an active participant in the U.S. team participating in international climate
change negotiations and in the interagency process that continues to develop and
refine U.S. policy in this area.

Question. What role does clean coal and other fossil fuel technology research and
development have in developing a sound climate change policy?

Answer. Current programs in three areas in the Office of Fossil play a role in de-
veloping a sound climate change policy. These are increased efficiency of electric
power generation, carbon sequestration, and more efficient use and production of
natural gas. Development of higher efficiency power generation technologies will re-
duce the amount of carbon produced per kilowatthour generated. In addition, both
the Integrated Gasification Combined cycle (IGCC) technology and the fuel cell tech-
nology, which have been under development for several years, can produce a con-
centrated CO, waste stream which requires minimal processing prior to reuse or
disposal.

The purpose of the Fossil Energy sequestration program is to develop and dem-
onstrate technically, economically, and ecologically sound methods to capture, reuse
and dispose of CO.. Fossil Energy also has programs to reduce greenhouse gas emis-
sions by improving the nation’s ability to supply, store, transport, distribute and uti-
lize natural gas in an economically efficient and environmentally beneficial manner.
This will be accomplished by taking advantage of opportunities to develop tech-
nology for increasing supply from both conventional and unconventional sources.

FEDERAL ENERGY TECHNOLOGY CENTER

Question. In December 1996, as part of the Department of Energy’s Strategic Re-
alignment Initiative, the Morgantown, West Virginia, and Pittsburgh, Pennsylvania,
research centers were consolidated into one Federal Energy Technology Center with
two coequal locations. Another aspect of the Strategic Realignment Initiative was
an agreement that efforts would be made to make better use of the Federal Energy
Technology Center’s expertise in the execution of various DOE programs, not only
those funded by the Office of Fossil Energy. What efforts have been taken to ensure
that the Federal Energy Technology Center portfolio of programs is widely mixed?

Answer. The Federal Energy Technology Center (FETC) has undertaken efforts to
broaden the portfolio of programs since the consolidation including new program ini-
tiatives in environmental technology, energy management services, and water qual-
ity. These efforts have helped FETC to apply its extensive in house technical and
managerial expertise to other DOE activities.

Question. What are the total dollars and staffing associated with each source of
funding provided to the Federal Energy Technology Center for fiscal years 1998,
1999, and 2000?

Answer. The total dollars and staffing associated with FETC’s primary sources of
funding are as follows:

Fiscal years—
] 1998 1999 2000
Source of Funding Budget authority Budget authority Request
Dollars FTE Dollars FTE Dollars FTE

Fossil R&D (FE) ! ... 488 481 607 504 600 482
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Fiscal years—
] 1998 1999 2000
Source of Funding Budget authority Budget authority Request
Dollars FTE Dollars FTE Dollars FTE

Environmental Rest. and Waste
Management (EM)2 ................ 9 66 64 65 54 51
FOrMEr BOM3 oooriiciiiis crtvriniiine cvevinsinies sevviesieniien esteesnnriens esensssinns 14

Energy Efficiency (EE) . 29 22 20

Other, DOE ........... 11 8 8

Other, non-DOE ... 3 16 16 .
1] | 656 547 717 569 698 547

LFTEs reflect authorized levels for Fossil R&D, including Clean Coal Technology.

2Prior to fiscal year 2000, EM provided funds for 29 FTEs that were transferred to the FETC from the former Bureau of
Mines (BOM). In fiscal year 2000, EM will only fund 15 of these FTEs, with no funding in fiscal year 2001.

3 Former BOM FTEs requiring funding in fiscal year 2000.

Question. Is the funding in the budget request adequate to fully support the ef-
forts being un dertaken at the FETC in fiscal year 2000?

Answer. The Fossil Energy funding request for salaries in the fiscal year 2000
budget is adequate to fully support the employees on board at the FETC. A proposed
reduction of $1.5 million in the Environmental Management funding will place
about 14 employees at risk. The FETC intends on pursuing reimbursable work to
compensate for this loss of funding.

Question. What activities are proposed in the fiscal year 2000 budget request for
the Federal Energy Technology Center to undertake in support of the DOE offices
of Environmental Ma nagement, Energy Efficiency, and Defense programs?

Answer. The FETC’s efforts on behalf of the Environmental Management program
for fiscal year 2000 include the following:

—Support the remediation and waste management of Environmental Manage-
ment sites through the development, demonstration and deployment of environ-
mental technologies by private sector industries and universities.

—Develop, demonstrate and deploy technologies to reduce life-cycle costs/mort-
gages and reduce risk to the public/workers/environment for the deactivation,
decontamination and decommission of DOE’s contaminated surplus facilities.

—Operate Environmental Management’s Center for Acquisition and Business Ex-
cellence (CABE), to provide all aspects of business, cost engineering, and project
management assistance to Environmental Management headquarters and DOE
wide Environmental Management program.

—Environmental Management program direction funds to support FTEs, and re-
lateﬁ travel and supplies for FETC performed Environmental Management
work.

For Energy Efficiency programs:

—Technical and project management support for the Energy Star program, Re-
build America program, and the cooperative research and development program
to advance energy efficient building equipment and envelope technologies.

—Technical and project management support for the Mining Industry of the Fu-
ture.

—Project Management for Energy Efficiency/Fossil Energy jointly funded pro-
grams to convert natural gas to clean fuels for the transportation sector.

—Project Management for Energy Efficiency/Fossil Energy joint funded industry/
University Consortium for the Advanced Turbine System program.

For Defense programs:

—FETC will provide Defense program technical, environmental, management,
quality assurance, and engineering support to the Office of Tritium Production,
in the Commercial Light Water Reactor (CLWR.) project, the Accelerator Pro-
duction of Tritium Project (APT) targets, and the Tritium Extraction Facility at
DOEFE’s Savannah River site. This work includes the support of the EIS for the
CLWR Project Alternative.

APPLIANCE EFFICIENCY STANDARDS

Question. What statute governs how appliance efficiency standards are set by the
Department of Energy?
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Answer. The Department of Energy’s appliance standards program is conducted
pursuant to Title III, Part B of the Energy Policy and Conservation Act, 42 U.S.C.
6291-6309.

Question. Does this statute require the Department of Energy to determine appli-
ance efficiencies based on measurements of site energy usage?

Answer. The statute requires that in prescribing new efficiency standards, the De-
partment determine the maximum efficiency level that is technologically feasible
and economically justified. In determining whether the standard is economically jus-
tified, the Department is to consider the costs/benefits to the consumer. The meas-
ures of energy efficiency and energy use are, by statute, based on the energy con-
sumed at the point of use and these are the measures of energy use that are used
in the consumer analyses, for example, life-cycle-cost.

Question. Does the Department of Energy appliance efficiency standards program
adhere to this statute?

Answer. Yes, when considering a new efficiency standard, the Department not
only determines the consumer life-cycle-costs savings, but also carefully evaluates
the impact of a new standard on manufacturers, the potential energy savings to the
nation, impacts on gas and electric utilities and the environmental benefits of the
proposed standard, as prescribed by the statute.

Question. Is the Department of Energy developing any plans to change how it
measures appliance energy efficiencies for the purpose of setting energy standards?

Answer. The Department is always looking for ways to improve the analysis used
as a basis for establishing new efficiency standards. In 1996, the Department under-
took an effort to revamp the way it does standards rulemaking and established new
procedures in the Appliance Standards Process Rule issued July 15, 1996. At that
time the Department established an Appliance Standards Advisory Committee to
advise it on efficiency standards rulemaking issues. One of the recommendations
made to the Department by the Advisory Committee was to use the full range of
consumer marginal energy prices rather than a national average price in examining
the impact of standards on consumer life-cycle-costs. Similarly, the Department in-
tends, with stakeholder input, to use a range of energy price forecasts and energy
conversion factors and associated emission reductions based on electric power gen-
eration displaced by standards rather than averages, for the standards analysis.

Question. From an appliance buyers perspective, isn’t the actual energy cost to the
user at the site of use the most important variable for setting appliance standards?

Answer. DOE believes site energy prices provide the most useful measure to con-
sumers since these can be directly related to information readily available, that is,
utility bills.

Question. Is the Administration’s interest in setting “source” efficiency standards
rather than “site” efficiency standards for appliance energy usage a back door ap-
proach to trying to implement the Kyoto protocol or a government plan to encourage
fuel switching?

Answer. The Department is not implementing the Kyoto Protocol through either
a backdoor or front door approach. The Department is not changing the basis on
which efficiency standards are set from “site” to “source.” The statute requires that
the Department determine the consumer life-cycle-costs, which are based on site en-
ergy prices, and national energy savings, which is measured as source energy sav-
ings, when prescribing a new energy efficiency standard. The Department has al-
ways done this and will continue to do this in the future. Furthermore, the Depart-
ment considers the likely impact new standards will have on fuel switching to try
to find ways to minimize fuel switching.

In response to direction from the Senate and House Interior Appropriations Sub-
committees in their fiscal year 1999 appropriations bills, the Department is ana-
lyzing the site versus source issue. However, no changes in the basis for setting effi-
ciency standards are anticipated at this time and none will be considered without
extensive consultation with Congress and the relevant stakeholders.

Question. 1 understand that the Department of Energy has contracted with the
Rand Corporation to do a study of site measurements versus source measurements
with regards to appliance efficiency standards. Why has the Department of Energy
undertaken to do this study?

Answer. The Office of Energy Efficiency and Renewable Energy (EERE) has con-
tracted with the Rand Corporation to provide EERE with an independent assess-
ment of the implications of measuring energy using site or source measurements.
The main outcome will be a quantitative assessment of the impacts that may be as-
sociated with the different measurement approaches as a means of providing objec-
tive information to DOE for addressing future policy issues. The study will not focus
on a particular standard and goes beyond the appliance standards to include issues
in measuring energy use in homes.
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Question. Why did the Department of Energy chose the Rand Corporation for this
study?

Answer. The Department contracted with Rand because Rand has a long history
of providing objective information to policy makers addressing major national policy
problems. While high-quality, objective research on national security became the in-
stitutions first hallmark, today Rand researchers continue to operate objectively on
a broad front, assisting public policy makers at all levels and private sector leaders
in many industries. Rand brings a unique perspective to informing this debate, one
that is independent and grounded on rigorous analysis and objectivity. Rand’s proc-
ess is inclusive and open, which provides for inputs from all interested parties.

Question. How much will the study cost? What funds are being used for the study
(please be specific)?

Answer. The study will cost about $110,000 and is using fiscal year 1998 funding
provided for Assistant Secretary cross-cutting activities.

Question. When will the study be complete?

Answer. We expect the study to be completed by the end of June 1999.

Question. How does the Department of Energy plan to use the results of this
study?

Answer. The Department will use the results of this study to both inform it’s own
position on this complex issue and to begin a new round of stakeholder discussions
on the appropriate use of site and source energy measurement in various programs
and policies. Hopefully, the study results will be able to replace some opinions with
measured and verified facts.

Question. Can the Department of Energy make any use of the results of the study
without federal authorizing legislation?

Answer. The information can inform issues related to Energy Star homes and the
joint DOT/FTC Energy Guide labeling system, as well as coordination with states
that have varying degrees of codes and ratings for homes. It can help shape future
analysis for appliance standards and help inform the dialogue with stakeholders.

CLEAN COAL TECHNOLOGY PROGRAM

Question. Doesn’t this “deferral,” and the companion threat of no future funding,
place the program in jeopardy?

Answer. The proposed deferral reflects a rescheduling of outyear funding for the
Clean Coal Technology program. It is the Department’s intent to use these funds
as they become available if Congress approves the deferral language as proposed in
the budget. If for some reason such funds did not become available, it would indeed
jeopardize the two projects affected by the proposed deferral.

Question. Did the Department of Energy include this deferral in funding for the
Clean Coal Technology program in its budget submission?

Answer. The Department requested a deferral of $59 million in its fiscal year
2000 OMB budget request. The deferral amount was later increased in recognition
of the schedule delays encountered in the Clean Energy and CPICOR projects.

Question. What assurances can you offer that the Clean Coal Technology funds
proposed for deferral in the President’s fiscal year 2000 budget will ever be made
available to complete the current obligations of the Clean Coal Technology program?

Answer. The Department has stated before this committee and others that we are
committed to completing the clean coal projects and meeting our obligations under
the project agreements. We have proposed specific language in our fiscal year 2000
budget request which provides for the deferred funds to be returned in subsequent
fiscal years to ensure timely completion of project funding.

FOSSIL ENERGY RESEARCH AND DEVELOPMENT PROGRAM

Question. Mr. Secretary, why does the President’s budget include a decrease for
fossil energy research?

Answer. The Fossil Energy fiscal year 2000 budget request was about $20 million
below the fiscal year 1999 appropriation. Part of this reduction is due to the fact
that the Low Emission Boiler Systems program which was funded at $15 million
in fiscal year 1999 has been fully funded, thus only $3 million was needed for this
project in fiscal year 2000. The remainder of the reduction is attributed to reduc-
tions in Congressionally added funds for Fuel Cells ($2 million), and reductions in
the Advanced Turbines Program ($2 million), and the Gas-to-Liquids Program ($2.0
million), both of which are adequately funded.

Question. Did you request an increase in this program for the fossil energy pro-
gram above the fiscal year 1999 enacted level in your budget submission to OMB?
Why wasn’t the increase supported?
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Answer. Yes, the Department submitted a $439,000,000 request to the Office of
Management and Budget for the Fossil Energy Research and Development account.
The increase was not supported because of the Administration’s commitment to stay
within the budget caps and because other priority projects were ranked higher in
the allocation of limited dollars within the President’s budget.

Question. Isn’t it true that fossil energy and research on fossil energy are critical
to our future? Don’t you agree that the fossil energy research program managed by
your Department provides major benefits to energy users through lower costs from
more efficient systems and effective fuels, to the environment through the develop-
ment of cleaner fuels and technologies that reduce greenhouse gas emissions, and
to the nation by enhancing national security and providing economic advantages to
U.S. companies?

Answer. I agree with you. Fossil fuels—coal, oil, and gas—supply 85 percent of
U.S. energy, and that figure could approach 88 percent by 2015. Our fossil energy
research and development program can benefit energy consumers by reducing the
costs of additional pollution controls that will likely go into effect over next 10 years
under the Clean Air Act Amendments, perhaps lowering costs to ratepayers by $5
to $7 billion per year. In addition, beyond just cost savings for pollution controls,
our research and development program to develop higher efficiency power systems,
fueled by both goal and natural gas, could reduce the cost of electricity by 10 to 20
percent compared to currently-available conventional power generating technology.

Over the longer term, in the post-2015 time frame, our research and development
could lead to a pollution-free power plant fueled by coal and other fuels. We may
also be able to develop ways to sequester greenhouse gases, preventing their buildup
in the atmosphere, at costs several orders of magnitude below the likely costs of the
limited carbon control approaches available today. We are also working on new tech-
nologies that can diversify our domestic supplies of natural gas and as a result, keep
natural gas prices affordable even as demand for natural gas escalates in the future.

Cost reduction is also a major objective of our oil technology program, although
the price impact on consumers is often overshadowed by global oil price trends that
are outside of our control. Nonetheless, research and development that reduces costs
in our domestic oil fields has the beneficial effect of making available U.S. resources
that might otherwise have been uneconomical to produce. This research and devel-
opment can also reduce the oil- and gas-related environmental regulatory costs in-
curred by state and federal agencies. Overall, in fact, our oil and gas technology re-
search and development program could potentially save as much as $16 billion in
environmental regulatory and compliance costs by 2010, allowing these dollars to be
directed toward additional domestic oil and gas exploration and production.

There are also environmental benefits beyond just regulatory cost savings. More
accurate oil and gas exploration technologies can ensure a greater success rate in
finding producible resources, reducing dry holes and associated environmental dis-
turbances. Better drilling technologies—for example, horizontal and slimhole drill-
ing systems—can significantly reduce the surface “footprint” of oil and gas oper-
ations. New oil and gas waste treatment technologies can significantly reduce the
amount of wastewater and other production wastes that must be handled and dis-
posed of properly.

CLIMATE CHANGE ACTIVITIES

Question. Mr. Secretary, what plans does the Department of Energy have to facili-
tate the sale of U.S. clean coal technologies abroad and encourage developing na-
tions to install and use these clean coal technologies?

Answer. The Department considers international deployment (that is, sales) of im-
proved U.S. technologies important both for the global environmental benefits that
accrue, and for the benefits which flow to the U.S. economy. U.S. clean coal tech-
nologies are inherently lower in emissions of traditional pollutants, such as sulfur
dioxide and nitrogen oxides. In addition, they are also more efficient than conven-
tional coal technologies, which makes them lower in carbon dioxide emissions and
reduces pressure on global climate change.

The Office of Fossil Energy has a number of efforts to assist in the deployment
of clean coal technologies in developing countries, particularly in China and India
which are projected to increase coal use substantially over the next decades. For ex-
ample, in China we are working with the Chinese government, and U.S. and Chi-
nese universities, and have created the U.S.-China Center for Energy and Environ-
mental Technology. This center will facilitate information exchanges between the
U.S. and China and promote U.S. technologies for use in China’s energy sector.
Types of activities covered include identification of market opportunities in China
and U.S. technology capabilities; training and education related to the environment,
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technology, and financing of projects; and assistance by U.S. experts on energy and
environment. In India, the Office of Fossil Energy has conducted workshops on coal
beneficiation and other clean coal technologies. In addition, the Department has
supported trade missions to specific countries, and continues to participate in inter-
national conferences and other fora where the advantages offered by advanced tech-
nologies are addressed.

The Department is also considering various incentives which would aid in the ac-
celerated deployment of advanced technologies abroad. We have offered technical ad-
vice to the World Bank, which is considering implementing such incentives on a lim-
ited scale, and we are examining a package of incentives proposed by U.S. coal
stakeholders. These incentives include investment tax credits, performance guaran-
tees, and production credits for a limited number of advanced, high efficiency coal-
based technologies.

Question. Do you agree that no realistic or effective solutions regarding climate
change and the reduction of greenhouse gas emissions can ignore the domestic and
international importance of coal as a power source and of clean coal technologies for
reducing greenhouse gas emissions?

Answer. Yes, we agree. Fossil fuels provide more than 85 percent of the energy
consumed in the United States and 75 percent of the world’s energy and are key
to both developed and developing countries economic growth projections. Combus-
tion of these fuels, to varying degrees, creates greenhouse gases. Current programs
in two areas in the Office of Fossil Energy reconcile the prevalence of coal use and
greenhouse gas reduction. These are: increased efficiency of electric power genera-
tion, and carbon sequestration. Development of higher efficiency power generation
technologies will reduce the amount of carbon produced per kilowatt hour generated.
In addition, the Integrated Gasification Combined cycle (IGCC) technology and the
fuel cell technology, which have been under development for several years, can
produce a concentrated CO, waste stream which requires minimal processing prior
to reuse or disposal. The purpose of the Fossil Energy sequestration program is to
develop and demonstrate technically, economically, and ecologically sound methods
to capture, reuse and dispose of CO..

FEDERAL ENERGY TECHNOLOGY CENTER

Question. Mr. Secretary, you have indicated over the past few months that you
would welcome a visit to the Morgantown site of the Center. I want to encourage
you to fit such a visit into your schedule. I think you would find it very rewarding
and stimulating. Do you think such a visit might occur in the near future?

Answer. I had the pleasure of visiting the Federal Energy Technology Center’s
(FETC) Pittsburgh site on October 6, 1998. During my visit, I held a meeting with
all of the employees from both Pittsburgh and Morgantown—some of the Morgan-
town employees were there in person and others participated through TeleVideo. I
was asked that very question during my visit—whether or not I would visit the Mor-
gantown site—and my answer was “yes.” A visit to the site is still on my agenda
for the near future.

Question. Will you work with your immediate staff to include the Center more
completely in climate change issues?

Answer. The FETC already plays a crucial role in supporting development of low
or no carbon emission technologies. However, until recently, the contribution such
technologies could make to a future with restrictions on carbon emissions has not
been explicitly factored into detailed studies of mitigation strategies.

We intend to more fully involve the Office of Fossil Energy, and FETC in par-
ticular, in comprehensive, integrated analyses of mitigation strategies. This will
allow us to make use of the large existing base of knowledge within FETC in ad-
vanced gas turbines, fuel cells, carbon sequestration, and advanced coal-fired power
system concepts, such as Vision 21.

Comprehensive, integrated analyses of mitigation strategies would compare a
range of energy-supply and end-use technologies, exploring the benefits and costs
on a common basis. This common basis would incorporate a variety of criteria into
the evaluation, including economic criteria, environmental benefits, and the pursuit
of other acknowledged national goals.

Question. Would you please provide for the record your thoughts as to how these
activities can receive greater emphasis in developing future budgets for the defense
environmental restoration and waste management program?

Answer. In a carbon-managed future, all new technologies should be developed
recognizing of their full impact on carbon emissions. These technologies (for Envi-
ronmental Management) need to be evaluated for their possible impact. In addition,
it is probable that innovative low carbon emission technologies could benefit by
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transferring knowledge, techniques, and sensors from this arena to development of
energy technology.

SUBCOMMITTEE RECESS

Senator GORTON. Thank you very much for coming. The sub-
committee will stand in recess until 9:30 a.m., Wednesday, April
14, when we will receive testimony from Kevin Gover, Asst. Sec.
Bureau of Indian Affairs.

[Whereupon, at 2:40 p.m., Thursday, March 18, the subcommit-
tee was recessed, to reconvene at 9:30 a.m, Wednesday, April 14.]
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Senator GORTON. Good morning. We will bring to order the Inte-
rior Subcommittee with the third of its hearings for the fiscal year
2000 budget request for agencies funded through the sub-
committee.

This morning we will hear testimony on the Bureau of Indian Af-
fairs and the Office of the Special Trustee for American Indians.

Mr. Gover, I want to welcome you to your second hearing before
this subcommittee as the Assistant Secretary for Indian Affairs and
acknowledge publicly your efforts over the course of the last year
and a half. I am very pleased, as I have told you privately as well,
about the opportunities we have had to work together.

Your candor and intellect, and forcefulness for that matter, pro-
vide me with valuable insights in connection with my work as sub-
committee chairman. You are a welcome change for the way I
thought that the bureau was run for a number of years.

Mr. Thompson, we want to welcome you to your first hearing as
the Acting Special Trustee for American Indians. I know both of
you have been compelled to testify before several committees in

(129)
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both the House and Senate during the course of the last couple of
months. I appreciate your taking time to be with me here today.

I would ask Mr. Thompson to present the budget of the Office of
Special Trustee first. Then after we have had an opportunity to di-
rect questions to Mr. Thompson and Mr. Gover on the Office of the
Special Trustee and the Trust Management Improvement Project,
we can move on to the Bureau of Indian Affairs.

I want to remind my colleagues that the special trustee does not
report to Assistant Secretary Gover. Authority flows directly from
the Secretary of the Interior to the special trustee. The BIA, how-
ever, is involved in our government’s efforts to clean up trust man-
agement. As Mr. Gover can attest personally, Judge Lamberth is
not drawing much in the way of distinction between the two agen-
cies and their responsibilities for addressing the problems of trust
management.

For the moment, I would like to put the President’s request for
these two agencies in context, given where this subcommittee may
be headed in fiscal year 2000. The President’s budget is replete
with initiatives that require passage of separate authorizing or tax-
ing legislation, and very few of those initiatives are likely to be en-
acted by this Congress.

In addition, the President’s budget overall is $25 billion above
the fiscal year 2000 statutory cap on discretionary spending en-
acted in 1997. The Interior Subcommittee’s pro rata share of this
$25 billion is about $625 million, which, if eliminated, will cut out
much of the $1 billion increase requested by the President for inte-
rior bill programs.

We are likely to get more than a pro rata share of this reduction,
as it is the intention of Congress to secure increases in education
and defense spending within the caps. This means that for most in-
terior bill programs, we will be fortunate even to maintain fiscal
year 1999 funding levels. In total, the budget request for the BIA
is $1.9 billion, a $156 million increase over the fiscal year 1999
level, roughly 9 percent.

Major increases are requested for law enforcement and edu-
cation, two areas to which I have committed my support.

The Office of the Special Trustee is requesting to more than dou-
ble its budget, a total of $100 million compared to $39.5 million
provided for this year. This figure does not include $21.8 million re-
quested by the office in supplemental funds. We have not com-
pleted work on the supplemental but are acutely aware of the trou-
bles at the Office of the Special Trustee.

As members of this committee and subcommittee know, I have
made every effort to increase funding for tribal programs paid for
by this subcommittee since I became chairman.

The chart provides indicates where we have gone since 1996. The
future health and welfare of the next generation of Indian children
depends on adequate education, health care and on safe commu-
nities. The chart outlines the funding provided by the committee
for the BIA and ITHS since 1996.

For example, I took the initiative to increase the appropriation
of the Indian Health Service by $35 million over the President’s re-
quest last year. I would like to continue to focus the subcommit-
tee’s limited resources within targeted areas during the upcoming
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appropriations process. As I mentioned, however, the task will be
made doubly difficult this year. And I am looking forward to hear-
ing from both of you.

Mr. Gover and Mr. Thompson, I hope you will work with us to
identify the most important priorities for your agencies. We will be
compelled to make tough choices, but I believe we will make better
decisions if we have the benefit of your expertise and candor.

It may very well be that the two of us who are here now, Senator
Burns and I, may be the only ones here. We have conflicting hear-
ings. I know that Senator Campbell is in a closed oversight hearing
in the Energy and Natural Resources Committee on Chinese espio-
nage at the Department of Energy. In fact, both of the members
who are here are members of that committee as well. I suspect that
Senator Burns may want to spend some time there.

So please do not take the relatively sparse attendance at this
hearing as an indication that there is not great interest in the work
that both of you do. That interest is very much there.
lkWith that, Senator Burns, do you have anything that you would
ike to——

OPENING STATEMENT OF SENATOR CONRAD BURNS

Senator BURNS. Well, thank you, Mr. Chairman. I have no state-
ment. But I think you laid it out pretty well when we all start to
set our priorities in Indian country. Of course, we are all very, very
much interested in the problems of the trustee and what will fi-
nally become of that. I think we have the responsibility now to re-
form that in how it is kept.

I was very distressed when I found out that there are accounts
all over the country, rather than one account or one central place
that controls or is a watchdog of that money. I think the chairman
is very, very much aware of our problems right now and we need
to fix them as soon as possible.

Another one of our big problems is safety and law enforcement.
I hear that everywhere I go in Indian country. All the citizens of
Montana that talk to me, that seems to be one of their primary
concerns.

Then I drop from there to education. Without a doubt, we have
one of the best educators there is in this country. I would put Joe
McDonald up on the Flathead Reservation, the 2-year college up
there, against anybody. I have never seen a man so dedicated to
education. He runs a great, great school.

When you get great leaders like that, I think it tells us that
there is something going on that is very, very good. I have some
problems with the infrastructure of education, because we have to
build a couple schools. We have children that are absolutely sitting
on top of one another, and that is not a learning environment. We
must correct that situation. I have committed all the resources that
I know how to address those areas, because education, law enforce-
ment, and safety are primary, if we are to see people progress in
this great country.

So I think the chairman has laid out his priorities very, very well
and the responsibility that this Government has, and also the re-
sponsibility that tribal governments have in fulfilling these areas
of great concern.
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So, Mr. Chairman, thank you very much. I look forward to listen-
ing to the witnesses. I am going to duck out and go up to the other
hearing. I suppose you were going to do about the same thing. It
seems like we are not short of work here after coming back after
a 2-week break.

Thank you, Mr. Chairman.

SUMMARY STATEMENT OF THOMAS M. THOMPSON

Senator GORTON. Mr. Thompson, we would like to hear from you
now.

Mr. THOMPSON. Thank you, Mr. Chairman, Senator Burns.

I appreciate the opportunity to present the Office of Special
Trustee’s fiscal year 2000 budget to the committee. As Secretary
Babbitt has stated in previous testimony to the House, the reform
of Indian trust management is his highest priority. He is saying
that every day at the Interior Department. He has appeared before
various committees with us and as our point man, as Senator
Burns knows, to support this effort. Time and again he has ex-
pressed his commitment to clean up this problem on his watch.

With this committee’s assistance, I would like to talk a little bit
about some of the things we have done in the last year to show you
that we have been using the resources provided by the committee
to make improvements and to start on this rather long journey we
have to go on.

As you know, the Department published its High Level Imple-
mentation Plan, its general road map to the reform of Indian trust
management, in July of last year. It basically covers in general
terms 13 areas that need to be worked on in some detail in order
for the Department to meet its trust responsibilities as outlined in
the Indian Trust Reform Act of 1994.

The sub-projects are scattered across five different line bureaus
and offices of the Department of Interior who have major respon-
sibilities for administration and management of Indian trusts. That
includes the Office of Special Trustee in its oversight role and some
line authority, certainly the Bureau of Indian Affairs with major
responsibilities for land management and title control.

In addition, we have the Minerals Management Service respon-
sible for royalty collections, the Bureau of Land Management deal-
ing with issues on lease inspection, rail inspection, and then the
Office of Hearing and Appeals, who deals with probate issues for
the Department.

We have made substantial progress since last year. We success-
fully ran a pilot of the new trust fund accounting system, the re-
placement system for the basic trust accounting system that BIA
had developed some 30 years ago. We piloted that project in Phoe-
nix, Sacramento, and Juneau in August of last year.

In January of this year, we move it onto the Albuquerque and
Navajo areas. At the end of February, we converted all of the tribal
accounts.

Today we can tell you that about $2.7 billion of the $3 billion in
trust is on the new system. The new system is exciting to us be-
cause it is commercial, off-the-shelf technology, provided by SEI In-
vestments of Oaks, Pennsylvania. This company provides about 40
percent of the technology for trust management across the country
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to the 7,000 banks that do this sort of business. They are a major
provider, and they are right on the edge of technology.

We have asked them to provide the system and to operate it for
us. We provide the data; they provide the reports back to us. It is
a major advance. It gives us a lot more power and authority.

With contractor assistance before we did this conversion, we
went to work on cleaning up the individual trust account file jack-
ets, so that when we looked at a file on the system, we could back
it up with the documentation. A key problem that has been identi-
fied time and again is the issue of records management, or the lack
of records management, on this issue over time.

With the work of another contractor, Data Comm Sciences, we
have gone through nearly 311,000 file jackets. We have cleaned up
about 250,000 of those file jackets at this point. Not unexpectedly,
we found problems. Nearly half of those file jackets are missing es-
sential documents that a normal trustee would find in a jacket in
a bank or such an account.

At this point, we expect to finish this work with the contractor,
the pre-conversion work, in June of this year. The work is on time,
ahead of schedule, and, believe it or not, under budget. This work
as expected, is identifying other cleanup work that we will have to
address as part of the post-systems conversion effort. And we have
a similar effort working forward.

About a year after we began our work, BIA started its work on
its new system, the trust asset and accounting management sys-
tem. That system contract was let to a major developer of trust sys-
tem software, Artesia Company out of Dallas, Texas.

They are now in the design process prior to beginning the pilot
of that system in June of this year in the Billings area of BIA.
Again, this is a commercial, off-the-shelf system that is being modi-
fied somewhat to meet BIA’s requirements, principally in the area
of land title and title information.

BIA also awarded a cleanup contract to work in the Billings and
Juneau areas. That work began in February of this year.

In another arena, BIA commenced a pilot to work on the
fractionization problem. With the help of the Congress, we received
$5 million in fiscal year 1999 and are beginning the work to pur-
chase the small interests caused by the fractionization of lands
over the last 120 years out of the General Allotment Act of 1887.

The BIA expects to purchase some 20,000 to 30,000 small pieces
of land owned by interest owners in the Minneapolis area. The pro-
posal is to start to consolidate those pieces of land and roll them
back in to the tribe.

Once the fund to pay for the land is reimbursed, we will turn
those lands over to tribes, who will operate them in a much more
efficient manner than we can do with upwards of 1,100 owners on
a single 80-acre tract.

In addition, we have managed to make all of these systems Y2K
compliant, with the help of the contractors, obviously. We have con-
tinued our other work on improving internal controls with daily
reconciliations with Treasury on the cash balances, a central

Senator GORTON. Are you telling me that you are one of the gov-
ernment agencies that is not going to have any Y2K problems
whatsoever?
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Mr. THOMPSON. I can tell you OST will not have any Y2K prob-
lems. We are ahead of the power curve on that. I believe Kevin will
probably tell you pretty much the same thing, as far as the trust
accounts are concerned.

Senator GORTON. Right. Thank you.

Mr. THOMPSON. A success story for a change.

In addition, we have all been training the people on trust busi-
ness. We have set up a central lock box for returned checks when
they go out without an address that is current and accurate. We
have contracted for annual audits. We have also contracted for cen-
tralized safekeeping of investment securities.

We are also working to propose a methodology to address the his-
toric multi-million dollar imbalance on account variances between
the Department of Interior and the Treasury Department that has
existed for decades.

You will note that many of these initiatives are being handled by
contractors, people who are well-versed in trust practices and trust
business, people that we do not have to train on how to do this sort
of job.

The fiscal year 2000 request is $100 million, as you noted. It is
a little over $90 million for OST, of which about $40 million will
go directly to BIA to support their trust improvements. There is an
additional request for $10 million for continuation of the land con-
solidation pilot that I mentioned earlier. It is a $60 million in-
crease. We understand the issues with the budget caps.

This is the single largest increase for any office or bureau in the
Department of Interior, reflecting the Secretary’s and manage-
ment’s commitment to fixing Indian trust management on the Sec-
retary’s watch.

We will spend $65 million for trust improvements, which is an
increase of $48 million over this year. This reflects the fact that
these systems are coming on line in both OST and BIA. We will
acquire and upgrade trust management accounting systems, finish
cleanup of the account data in the pre-conversion stage, and work
on eliminating backlog and probate and other such functions.

As you mentioned, Mr. Chairman, we have requested a supple-
mental. We have had some success in the House in getting those
amounts recognized. The money is essential if BIA is to continue
moving forward in its data cleanup effort. It is obviously essential
and of interest to Mr. Gover and the Secretary and to me, because
it is going to be needed to support our work with Judge Lambert
or the Special Master who was appointed to oversee our efforts to
produce documents in the Cobell v. Babbitt litigation.

I have to also mention that we are obviously feeling an impact
of this litigation. The logistics and the manpower required to sup-
port this effort and to work on this litigation is rather massive. The
commitment is certainly there. It was an embarrassment for which
we apologized. We do not plan to make the mistake twice.

Of course, that requires the commitment of resources and the
commitment of people who are already strained working on trust
improvements and carrying out the daily business of the Depart-
ment.
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PREPARED STATEMENT

We expect there will be some impact on some of these schedules.
We do not see the overall schedule slipping, but we will have to do
some internal adjusting to make this thing happen.

Mr. Chairman, I would like to conclude my remarks now and re-
spond to any questions you or the committee would have.

[The statement follows:]

PREPARED STATEMENT OF THOMAS M. THOMPSON
INTRODUCTION

Good morning, Mr. Chairman and Members of the Subcommittee. I appreciate the
opportunity to present the President’s fiscal year 2000 budget request for the Office
of the Special Trustee for American Indians (OST). The total 2000 request for OST
is $100 million, $90.025 million for OST and $10 million for Indian Land Consolida-
tion. This is a $60.5 million increase over the 1999 enacted level of $39.5 million,
and the single largest percentage increase for any bureau or office in the Depart-
ment.

In addition, OST also has requested fiscal year 1999 supplemental funding total-
ing $21.8 million; $6.8 million for the trust fund improvements based on the High
Level Implementation Plan; and $15 million for additional expenses related to the
class action lawsuit, Elouise Pepion Cobell et. al. v. Bruce Babbitt et al.

The Secretary has stated in his testimony previously before this Committee that
one of the highest priorities of the Administration is to successfully resolve the In-
dian trust fund management problems that have accumulated over the last 70
years. The Secretary has also committed to clean up this problem on his watch.

INDIAN TRUST MANAGEMENT REFORM PROGRESS

I am happy to report that with this Committee’s assistance, much has been ac-
complished since OST appeared before the Committee last year. Most significantly,
the Department developed and published its High Level Implementation Plan, a
general roadmap to the 13 Sub Projects which comprise the Department’s Trust
Management Improvement Project. The Plan contains information on and describes
each of the Sub Projects, responsible Bureaus and Offices, supporting tasks, critical
milestones, work plans, resource estimates and accountable officials. Substantial
progress has been made, including:

—Following a successful Pilot in Phoenix, Sacramento, and Juneau, OST is imple-
menting a new commercial off-the-shelf Trust Funds Accounting System to ad-
minister all 300,000 Tribal and Individual Indian Monies (IIM) accounts and in-
vestments. Albuquerque and Navajo areas were converted in January 1999, and
all tribal accounts were converted in February 1999. The balance of accounts
will be converted by December 1999. This is an off-the-shelf, and contractor op-
erated system provided by SEI Investments Company of Oaks, Pennsylvania.

—With contract assistance, OST has gathered, organized, and updated systems
data for more than 237,000 of the estimated 300,000 IIM File Jackets in con-
junction with the new Trust Funds Accounting System. The entire pre-conver-
sion data cleanup will be completed by June 1999.

—The Bureau of Indian Affair’s (BIA) has contracted with Artesia Data Systems
of Dallas, Texas, for a new Trust Asset and Accounting Management System
(TAAMS) to replace BIA’s aging, antiquated, and non standardized automated
systems for land title operations and land and lease management functions. The
system will be piloted in the Billings area beginning in June 1999, and the bal-
ance of areas are expected to be converted by December 2000.

—BIA awarded a data cleanup contract for Billings and Juneau areas in February
1999. BIA is utilizing the same contractor currently finishing the pre conversion
data cleanup for OST in this initial effort. BIA’s pre conversion data cleanup
process is expected to be completed by December 2000.

—The Department’s automated trust systems and accompanying infrastructure
have been made Year 2000 Compliant.

—OST has contracted for a central lockbox for returned checks to ensure control
and timely redeposit to trust accounts.

—OST has contracted for training of 70 employees within OTFM in commercial
trust management operations and practices through the Cannon Financial Insti-
tute, one of the industry’s leading training firms for commercial trust banks.
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Many of these initiatives are either being accomplished by contracting, or assisted
by contractors, not just hiring additional employees. Indeed, an estimated 74 per-
cent of fiscal year 1999 obligations for trust management improvements will be
through contracts.

It should be noted that as a result of the Cobell v Babbitt litigation and other
requirements, the Department is currently evaluating its ability to maintain the
above schedules.

FISCAL YEAR 1999 SUPPLEMENTAL APPROPRIATIONS

As you are aware, the Department has two fiscal year 1999 supplemental requests
totaling $21.8 million. The 2000 budget included a $6.8 million request for supple-
mental funding in 1999 to implement the Trust Management Improvement Project.
We appreciate the Subcommittees inclusion of this request in its supplemental bill.
The pace of obligations for the trust management improvement project (TMIP) has
increased, as the most significant Sub Projects have passed from the planning phase
to the implementation phase. In particular, about $34 million in contracts for BIA
and OST data cleanup, TFAS, TAAMS, records management, training, and other
TMIP Sub Projects will be renewed or let in 1999. Given these pending obligations,
the Department estimates that currently available funding for implementation of
the trust management improvement project will be fully committed by the third
quarter of 1999. Reprogramming flexibility provided by Congress in fiscal year 1999
to meet unfunded TMIP needs has allowed the Department to reduce its TMIP
shortfall from a high of $16.2 million at the beginning of 1999 to a current shortfall
of $7.3 million. Supplemental funding of $6.8 million will cover most of this short-
fall, and the balance of the shortfall can be met through other means.

An additional supplemental request in the amount of $15 million was transmitted
to support Department-wide estimated fiscal year 1999 costs of the IIM litigation.

Mr. Chairman, as you know, Federal District Court Judge Lamberth found Sec-
retary Babbitt, Secretary of the Treasury Rubin, and Assistant Secretary Gover in
contempt for failing to comply in a full and timely manner with certain discovery
orders. These matters and the claims of approximately 300,000 IIM account holders
remain before Judge Lamberth. The basis for his decision is a matter of public
record. The Department has apologized to the court for the government’s failures
in this litigation and intends to do all that we can to be fully responsive to the
Court’s orders. The government recommended the appointment of a Special Master,
as a way of addressing many of the discovery issues that have proven to be difficult.
The Special Master will oversee the discovery process and administer document pro-
duction, compliance with court orders, and related matters.

As a result of the ruling, there will be significant additional costs to BIA, OST,
MMS, BLM and the Solicitor’s Office in searching for and producing documents of
predecessor accounts and other documents previously thought to be beyond the
scope of the original request. A portion of these costs can be funded from resources
previously requested, and appropriated by Congress, for document production re-
lated to performing a statistical sample. The $15 million supplemental will cover the
balance of the Department’s costs, as well as other costs stemming from the litiga-
tilon, primarily, the cost of document production for the anticipated statistical sam-
ple.
In regards to the supplemental request, Mr. Chairman, these funds are needed
to cover our current best estimate of anticipated costs. I can tell this Committee
that numerous staff members from OST, BIA, the Solicitors Office, Minerals Man-
agement Service, Bureau of Land Management and the Department have spent
thousands of hours, often late into the night and on weekends working on this case.
In many cases, these are the same staff responsible for daily ongoing responsibilities
in meeting the milestones and achievements of the High Level Implementation
Plan. While supplemental funding will greatly enhance the ability of the Depart-
ment to meet litigation demands without comprising trust reform efforts, the litiga-
tion does have an indirect impact on reform efforts because many of the employees
involved in fixing the system also have responsibilities for producing documents
stemming from the IIM litigation. Additionally, because plaintiffs are seeking an as
yet undefined, new system for trust fund management that may be different from
either the system in place and/or the systems envisioned by the High Level Imple-
mentation Plan, this case places substantial demands on the Department in terms
of trial preparation, responses to plaintiff discovery requests, depositions, and testi-
mony. While the Department is, to the extent possible, utilizing contract assistance
and deploying staff from other program areas to assist in meeting litigation de-
mands and trust reform schedules, these demands do place significant workloads on
the Department’s employees.
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The House has included the total $21.8 million in its pending supplemental. While
we greatly appreciate the Senate’s provision of $6.8 million in its supplemental, we
respectively request your support for the additional $15 million in Conference. With-
out funding, the Government’s ability to adequately defend this case will be severely
compromised, and the Government will face substantial risks of additional court
sanctions for failure to meet court ordered activities.

FISCAL YEAR 2000 BUDGET REQUEST

The budget request for Program Operations, Support and Improvements is $88.4
million an increase of $50.5 million over the 1999 enacted level. Of this amount
$65.3 million will be available for continued implementation of the trust manage-
ment improvement project, an increase of $42.9 million over 1999, net of a $5.1 mil-
lion transfer from BIA.

The OST request also includes $5.2 million to support settlement and litigation
activities, and $10 million for continued implementation of the Indian Land Consoli-
dation Pilot, which will commence in 1999 on three reservations in Wisconsin. The
pilot is aimed at consolidating highly fractionated interests in allotted Indian lands,
to improve the economic productivity of and reduce the cost of administering these
lands. The 2000 request will allow the pilot program to be expanded to one or more
additional reservations. While funded under OST, BIA will continue to lead pilot im-
plementation.

Improvement initiatives

The 2000 request provides a total of $65.3 million for trust management reform
activities of OST, BIA, and the office of Hearing and Appeals, which will be nec-
essary to continue systems contracts already in place, eliminate programmatic back-
logs, and strengthen support functions. Specifically, the request provides:

—$21.8 million to replace BIA’s key trust management systems (lease manage-
ment, accounts receivable, land records, and trust resources management) by
the end of 2000 and related pre conversion data cleanup costs.

—$12.6 million to eliminate appraisal and probate backlogs in BIA and OHA to
ensure trust beneficiaries receive timely distributions of trust assets.

—$16.4 million for OST’s off the shelf trust fund accounting system that will be
installed nationwide by the end of 1999, and related post conversion data clean-

up.

—$14.5 million for strengthening support functions: internal controls, records
management, policies and procedures and training.

—Approximately $50 million of the $65 million requested for trust management
improvements or 75 percent of these funds will be obligated through contracts.

Operations

The OST’s budget includes $17.9 million to be utilized to conduct day-to-day oper-
ations of financial trust activities at the Office of Trust Funds Management (OTFM)
including the field staff and support services. Included in the request is an addi-
tional $.7 million for fixed costs such as pay raises, and space costs paid to the Gen-
eral Services Administration and other fixed costs.

Settlement & litigation support

An increase of $1.9 million is requested to fund the Office of Trust Litigation Sup-
port and Records ongoing activities in litigation, including Cobell vs. Babbitt docu-
ment production requirements and funding needed to prepare and begin implemen-
tation of a Tribal settlement legislative proposal.

Executive direction

The budget provides $1.6 million for Executive Direction, which supports staffing
of the immediate Office of the Special Trustee and includes $250,000 for support of
the Intertribal Monitoring Association and $85,000 for the Advisory Board. These
groups advise the OST on trust funds matters. The funding for the OST staff will
be essential for the implementation of the trust improvement efforts.

This concludes my opening statement, Mr. Chairman. I will be pleased to answer
questions of the Subcommittee.

FISCAL YEAR 2000 FUNDING

Senator GORTON. Well, Mr. Thompson, you have given us a won-
derful report of very real success. But, of course, the better the re-
port is, the more relevant the question becomes. Assuming that you
get your supplemental, if your year 2000 appropriation is no larger
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than this year’s together with the supplemental, will you not be
able to keep up the same degree of progress?

Mr. THOMPSON. What it will do is retard our ability to roll out
these systems further than we have them right now. BIA will not
be able to take the trust asset and accounting management system
beyond the pilot in Billings area. That will rule out for the rest of
the BIA as scheduled for year 2000. The funding we have now sup-
ports only the initial stages of that system.

We are in the process of rolling out the trust fund accounting
system in the OST office. We will have to re-look and decide if we
can move it out into all of the BIA offices with the amount of fund-
ing we have right now. I do not believe we can do that.

FUTURE BUDGET REQUESTS

Senator GORTON. Would there be major increases beyond the
year 2000 or will you be able to get all of these initiatives accom-
plished with this appropriation?

Mr. THOMPSON. We would expect that the request for appropria-
tions in future years will come down. This is the peak year by the
way the schedule was set up. It peaks because we have major sys-
tems development and major cleanup activities occurring at the
end of 1999 and through 2000. That is not to say that the work
will all be done, but this clearly is the peak year. We will bring the
figure down from 2001 on out.

Senator GORTON. Well, whatever our ability to do that, I can tell
you that we will work with the House to come up with an appro-
priate supplemental for you.

Mr. THOMPSON. We cannot ask for anything more.

CONSOLIDATION OF TRUST FUNCTIONS

Senator GORTON. We do think you have started out on your pro-
posed course of action very, very well. Is the process of consoli-
dating and gathering trust functions into your office complete?

Mr. THOMPSON. The effort to consolidate trust functions is cen-
tered on our internal business of operating the trust fund’s man-
agement side. As you know, the Secretary in 1997 said that we
were going to make these reforms under the current organizational
structure. That is, we would not move to the structure rec-
ommended by the former Special Trustee, Paul Homan, who rec-
ommended we take these functions out of the Department of the
Interior.

The Secretary wants to try and work this out internally. That is
why you see Kevin Gover and I sitting arm in arm here at the
table. It is working well now. Time remains to see how it is going
to work in the future.

In our case, we are moving to consolidate some of our accounting
business in the Albuquerque office of the trust fund’s management.
Included in that is moving to centralize the data entry. We are also
moving to centralize our trust records at a single site in Albu-
querque.
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STAFF SUPPORT FOR IMPROVEMENTS

Senator GORTON. Mr. Gover, maybe this part of the question is
for you: Has the Secretary created all the new support offices he
needs to address trust management reform?

Mr. GOVER. I believe that we have, Mr. Chairman. We have es-
tablished a separate project team to attack the Cobell versus Bab-
bitt document production. Within, of course, Tom’s organization
there are various project teams to work on their elements of the
overall project.

Within BIA, we have established a similar structure, where we
have project directors on each of our three primary projects and
then an overall director of our trust management activities.

So I believe that structurally we are in the right position now.
Maybe it really should have been done sooner, but we are ready
now. Tom is right, that if we can get this money in fiscal year
2000, then by the end of fiscal year 2000 we will be so far along
that I think we would be able to declare a success in overhauling
the system.

GAO REPORT

Senator GORTON. Back to you, Mr. Thompson. In a report, a draft
report, to Chairman Campbell, the GAO is critical of Interior’s
trust improvement plan, especially with respect to computer sys-
tems. What can you tell us, or what can either of you tell us, about
these concerns and the way in which they have been responded to?

Mr. THOMPSON. Sure. Mr. Chairman, the GAO has been working
closely with us over the past year and a half as we move forward
in this process. Their draft report, which the Department has re-
sponded to, had recommendations in two areas. One dealt with the
manner in which the high level implementation plan was put to-
gether and rolled out, for which I was responsible.

The second deals with the manner in which the BIA is planning
and moving forward with its implementation of the trust asset and
accounting management system. Our basic problem with the GAO
report is that it is looking at a point in time that is probably 9
months ago and does not reflect what has happened

Senator GORTON. Would you have sent your own criticisms to
Mr. Homan?

Mr. THOMPSON. I am sorry, sir?

Senator GORTON. I say is that—well, let us see. It is about 9
months ago, is it not, when you were Deputy Special Trustee, that
you were critical of some trust management aspects of the plan?

Mr. THOMPSON. Yes, and let me turn to that quickly. That was
a note that I wrote to Mr. Homan the day before I presented the
high-level plan for publication to the Department.

Senator GORTON. I see.

Mr. THOMPSON. In that I addressed what I considered to be risk
to success in the way some of the plans were put together and the
approach that some of those plans laid out. They reflected my pro-
fessional opinion, my experience in the Department. Basically, the
Secretary and the Department recognized those issues, pointed out
that it was a very aggressive plan, and decided to move forward
with the plan.
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There are lots of ways to do a plan, lots of ways to put a system
out. That reflected my personal view.

Senator GORTON. But you are saying that the GAO report was
as of about that time.

Mr. THOMPSON. That is correct. The GAO report, to go back to
that, basically thought that the high-level implementation plan
should have had more background and design documentation be-
hind it. They were looking for some historical documents in our
view that did not exist and that they thought should be developed
before we move forward.

With the Cobell litigation, with the time frame and commitment
of the Secretary, we felt it was worth the minimal risk to move for-
ward with a high-level plan and supplement that plan downstream
with more detailed project plans, which we have done in many situ-
ations.

The other issue that the GAO brought forward was the approach
to developing the trust asset and accounting management system.
They had very specific criticisms of that approach. In the sense of
many people in the Department, including the Chief Information
Officer, those views reflected a methodology for systems develop-
ment that was basically 10-12 years old.

It was the sort of comments and the sort of concerns you would
raise if you were developing a major mainframe computer system,
where you develop all of the software from the ground up, from
scratch, and you did not understand the functions that you were
trying to take care of.

In the case here, since we are buying these systems from com-
mercial vendors who do this job every day, we felt comfortable that
they had probably proven the systems and had dealt with the
issues that the Department had not and had the foresight to see.
It is a bit of a risk, but it was worth the risk in the view of the
departmental management.

IIM LITIGATION

Senator GORTON. I do not know which one of you this question
is primarily addressed to. But apparently Judge Lamberth has set
a trial date for June 10. Is that earlier than you expected? And
does that have any impact on your budget request?

Mr. THOMPSON. It is certainly earlier than we had hoped. It does
not impact our budget request. The production of documents does
not have to be completed before that trial. So in that respect, it is
not affected.

Mr. GOVER. The impact from my perspective, Mr. Chairman, is
that the trial, this trial, is on the adequacy of the high-level imple-
mentation plan. We made commitments that we plan to move for-
ward to correct in these 13 areas. We have done work in several
of them successfully. Of course, driving those plans, supporting
those plans, are the resources to do the job. They will watch very
carefully our success in front of this committee.

LAND FRACTIONATION

Senator GORTON. Give me a little bit more, if you will, Mr.
Thompson, about the fractionation of Indian lands and trust man-
agement. You gave me a certain statistic with respect to Min-
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nesota. Repeat that and tell me how widespread that is and what
your long-range plan is in connection with it.

Mr. THOMPSON. I may ask for some help from Kevin on this.

Senator GORTON. That is fine.

Mr. THOMPSON. Basically in 1887, Congress passed the General
Allotment Act, which basically divided lands into allotments of 160,
80 and 40 acres. The intention was to give this land to Indian trib-
al members as an allotment, and then in 25 years deed those lands
to these tribal members, these individual Indians.

However, the land never was deeded to these indiviual Indians
and remains in trust. Therefore, without further guidance, we
ended up with what is called fractionation. As the Indian popu-
lation died intestate, the land became divided among the heirs. Ba-
sically, it gives each heir undivided interest in a parcel of land.

I do not have the statistics at my fingertips about where we sit
exactly. There are thousands and thousands of such interests.

Senator GORTON. We were just handed this chart.

Mr. THOMPSON. Yes. This gives you an idea of what happens over
five generations. This is what happens to the ownership of the land
over four or five generations, also.

Mr. GOVER. What we do know is that the average piece of Indian
allotment property now has 40 owners. That is the average. Some
have literally over 1,000. Those are, obviously, the oldest allot-
ments and tend to be in the Great Lake states.

Senator GORTON. What policy change is proposed to deal with
that?

FRACTIONATION LEGISLATION

Mr. GOVER. Primarily the fractionation legislation that was actu-
ally introduced, I believe, in the House last year. We have asked
again for the Indian Affairs Committee to consider this legislation.
It would establish a revolving loan fund that would allow us to ac-
quire from willing sellers the small interests. The interests, the
loan, the money used to purchase the small interests, would be re-
paid out of revenues generated from the property itself. At the
point it was——

hSegator GORTON. Well, now, would the BIA own those interests
then?

Mr. GOVER. We would then turn the interest over to the tribe.

Senator GORTON. OK.

Mr. GOVER. So the idea is to consolidate ownership in the tribe
itself.

Senator GORTON. So there would no longer be an allotments to
individuals——

Mr. GOVER. Right.

Senator GORTON [continuing]. Of those lands.

Mr. GOVER. Yes.

Senator GORTON. The income that the tribe received from the
lands would go to pay off the loans.

Mr. GOVER. Correct, and replenish——

Senator GORTON. Then after that would be tribal interest.

Mr. GOVER. Right. That is right.

Senator GORTON. Thank you.
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BUDGET PRIORITIES

Mr. Thompson, and for both of you, I appreciate your testimony
in this regard. I think given the nature of the budget problems
with which we are faced, I am going to need you to think and at
least privately communicate with us what the situation would be
with respect to programs, if you do not get that full $100 million,
you know, what your priorities are, what would come first or what
would drop off first. We need to understand that.

I would like very much to get this job done just as rapidly as you
would. I just do not know whether I will be granted an allocation
that is sufficient to do it. So we are going to need the help of both
of you in setting priorities.

With that, this portion of the hearing is over. Mr. Thompson, you
and your people can leave or stay and listen, as you will, but your
time is done. If you have more important things to do, we certainly
understand that.

Mr. THOMPSON. Thank you, Mr. Chairman. We will drop back
here and wait a few more minutes to see if any other questions
arise in this area to support Kevin.

Senator GORTON. Fine.

Mr. THOMPSON. Thank you for your time.

SUMMARY STATEMENT OF KEVIN GOVER

Senator GORTON. With that, Mr. Gover, we will hear your open-
ing statement on general BIA matters.

Mr. GoveERr. Thank you very much, Mr. Chairman. With me is
fMichael Anderson, the Deputy Assistant Secretary for Indian Af-
airs.

Let me first thank the chair for all of the candor and the co-
operation that we have received in the past year, particularly for
the help we received in the fiscal year 1999 budget.

We are able to accomplish some important things with the addi-
tional law enforcement money and with the money that goes to the
land consolidation pilots, so that we can prove this concept that if
we go out and start buying these small interests, we can begin clos-
ing accounts, reducing administrative costs and reconsolidating
land in tribal ownership.

Let me make it as clear as Mr. Thompson did that the trust pro-
gram is our top priority. Obviously, when we deal in many areas
of human need, it is difficult to designate a single priority. Yet, it
is clear to us that unless we attack this particular problem of trust
glanagement with everything we have, we are not going to get it
one.

We have seen halting starts in the past, where they got halfway
through a reform and for some reason it just never crossed the fin-
ish line. So we are anxious to do everything that we possibly can
in that area. To that end, as I stated before the committee on the
other side, if other things have to suffer, they simply have to suffer
in order for us to accomplish this objective.

Having said that, we also appreciate the constraints within
which the committee has to operate and know that not every re-
quest can be granted. We do want to designate our priorities to the
committee, both in the trust area and in other program areas.
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Our two other priorities beyond trust are the same as yours.
They are law enforcement and education. We have made a request
for an additional $20 million for our law enforcement programs.
Last year’s money has been very effectively spent. As we promised
the committee, less than 10 percent went to the creation of the new
regional administration for law enforcement. Over 90 percent went
to uniformed officers, criminal investigators, prison guards, and
equipment and services for the tribes.

The $20 million we are requesting this year would again be spent
in a variety of ways, I think ideally on more uniformed officers.
This would be the first priority. We have also put in a specific re-
quest for some high-grade radio equipment. One of the things that
is happening to our officers is far too often they find themselves out
of touch without any backup.

That is due to distances, due to terrain, but mostly due to an old
system that we have been sort of holding together for a number of
years. With these new radios, we would be able to ensure that our
officers are never alone in the field, or at least not out of commu-
nication with assistance.

Let me also note for the record, Mr. Chairman, that in the past
year, three tribal and BIA law enforcement officers died in the line
of duty. In each case, they were car accidents, usually related to
very long hours and the long distances that tribal police and BIA
officers are forced to work.

Turning next to schools, we have asked for increases in both the
area of construction and school operations. If forced to choose be-
tween the two, I am confident that the problem with facilities is
our most severe problem at this point.

In the past year, we find ourselves responding to various crises
in our facilities, whether it be a sprinkler system that does not
work to much more serious issues, like PCB contamination in our
classrooms.

We had another incident where there was a very severe lead con-
tamination to an entire school campus because of old heating
equipment and some poor methods of disposing of the ash from the
boiler.

So as Senator Burns said earlier, our schools no longer represent
in many cases an effective learning environment. While I am very
pleased with the kind of progress that our instructional program is
making in terms of educational reforms, in terms of the quality of
the teachers and the personnel involved with the schools, we are
basically providing a modern education in sub-modern facilities. We
are very anxious to do something about that.

Under the proposal we made this year, were the committee to
grant our request and the necessary authorizing legislation be en-
acted, we would be able to complete the school construction priority
list that has existed since 1992. The last of the 16 schools could all
be begun, not completed.

But certainly the funds for all those schools could be committed
in fiscal year 2000, so that we could turn our attention to the
known backlog of other schools that need to be replaced.

We estimate a minimum of 60 other schools that have to be re-
placed at a cost of a minimum of $1 billion. We realize that those
are very large numbers.



144

Senator GORTON. What share of all Indian students do these
schools educate, as against the general public school systems of the
states in which they are located?

Mr. GOVER. About 10 percent of all Indian students are in BIA
schools, about 53,000 students.

Senator GORTON. What determines those 10 percent? Are they,
generally speaking, located far from an available public school?

Mr. GOVER. They do tend to be——

Senator GORTON. How is it broken down?

Mr. GOVER. They do tend to be extremely rural. Of course, there
was a time when BIA had schools at virtually every location, on
every reservation. As time has passed and most of the reservations
become far less remote, the Congress has chosen to provide that
the kids would go to public school.

The schools that remain, though, are, in general, in places like
the Navajo Nation in the desert Southwest, in the northern great
plains, and tend to be very remote from public schools.

Senator GORTON. The public school districts that encompass In-
dian reservations and educate Indian children are beneficiaries of
impact aid, are they not?

Mr. GOVER. Yes, they are. But without going into a dissertation
on Impact Aid, it is not having all of the effect that one would ex-
pect, certainly not a dollar-per-dollar effect because of the equali-
zation formulas that are in place in some states.

So Impact Aid is good in the sense that it is additional resources
for a school system, but it is not a dollar-for dollar addition to oper-
ating budgets in those school districts. So still, the public school
districts are finding it extremely expensive to educate reservation
children. Yet they continue to do so for 90 percent of the kids.

Senator GORTON. Please go on.

Mr. GOVER. Let me mention quickly, Mr. Chairman, two com-
mittee directives that we received in the fiscal year 1999 appropria-
tions legislation, and report on their progress. First, again, let me
apologize for the fact that we have not produced the TPA report by
the April 1 date. We are very close to completing that work.

We spent a good 9 months working with a workgroup consisting
of tribal leaders, tribal program directors and BIA personnel, to de-
velop some information that I think you are going to find very use-
ful in understanding just how it is we allocate TPA.

We think that it turns out that, in general, TPA is allocated in
a rational way. There are exceptions, and we will point some of
those out for the benefit of the committee, along with some sugges-
tions on how those disparities ought to be dealt with.

The committee also directed us to prepare a report on tort liabil-
ity. We have again been working with tribal leaders and others to
develop that report. We will be sending out a survey instrument to
all of the tribes and to their insured by the end of this week. We
expect a pretty quick return on that. It is not a complicated survey.
We are very hopeful of having their report available to the com-
mittee by mid-summer.

So we are making progress in both areas. We wish we might
have moved a little faster, but we are doing the best that we can.

So with that, Mr. Chairman, we obviously have a number of
other specific requests that are all in the written statement. Let me
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just mention one relatively small ticket item, which is that we re-
quest the reestablishment of the Office of Alcohol and Substance
Abuse Prevention. It is a $400,000 request.

What we would like to do is simply to keep this issue on the
front burner. It is a primary problem in most Indian communities.
It is, in my mind, the single largest obstacle to real progress in the
social and economic condition of reservation Indian people.

While it is not appropriate for BIA to administer a large pro-
grammatic initiative to fund tribes to do this, it does seem to us
that there is a place for the Bureau in the coordination of the many
agencies in the Federal Government that fund these sorts of activi-
ties.

We have established both a governmental workgroup and a tribal
leader workgroup looking at these issues. They will produce two
documents. One is a directory of resources available from the Fed-
eral Government for all aspects of alcohol and substance abuse pre-
vention and treatment. Second, a catalog of successful tribal pro-
grams that have been identified by our tribal workgroup, most of
whom are people who are themselves in recovery from alcoholism
or addiction.

Senator GORTON. Would such an office not be more appropriate
in the Indian Health Service?

Mr. GOVER. We think that—well, first of all, the Congress has di-
rected the establishment of an office in BIA. IHS does have a major
initiative, but we have been working closely with them. We believe
that should be the centerpiece of the effort.

As I say, we do think there is a role for the Bureau in coordi-
nating the various agencies throughout the Government. There are
alcohol and substance abuse prevention funds everywhere from the
Justice Department to the Housing and Urban Development, the
Department of Education, and the White House.

We found that they do not talk to each other a lot. We found that
it has been a good place for us to be the ones to convene everyone
so that we can coordinate our activities in working with the tribes
a little better.

PREPARED STATEMENT

Most of all, Mr. Chairman, I think it just sends an important
message to Indian Country that it is part of the business of the Bu-
reau of Indian Affairs to deal with this critical problem. To not
have an effort, even if a small one, sends exactly the wrong signal,
because this is the most disabling malady in virtually any Indian
community in the country.

With that, Mr. Chairman, I would be happy to answer any ques-
tions.

Senator GORTON. Thank you.

[The statement follows:]

PREPARED STATEMENT OF KEVIN GOVER

Good morning, Mr. Chairman and members of the Subcommittee: The Bureau of
Indian Affairs (Bureau) is the primary agency of the Federal Government charged
with the responsibility to administer Federal Indian policy and to fulfill the Federal
trust responsibility for American Indian Tribes, Alaska native villages and Tribal
organizations. Federal Indian policy and the trust responsibility are derived from
the special legal and political relationship between the Tribes and the Federal Gov-
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ernment. This unique (legal and political) relationship is rooted in American history.
Much of Federal Indian policy evolves around this “special” relationship which 1s
often broadly expressed in terms of legal duties, moral obligations and expectancies
that have arisen from the historical dealings between Tribes and the Federal Gov-
ernment.

Today, the Bureau provides services directly, or through Self-Determination con-
tract, grant and compact agreements with Tribes, to more than 1.2 million American
Indians and Alaska Natives in 31 states. The scope of Bureau programs is extensive
and covers virtually the entire range of state and local government services.

More importantly, the Bureau’s programs are funded and operated in a highly de-
centralized manner with more than 90 percent of all appropriations expended at the
local level with an increasing amount operated by Tribes and Tribal organizations
under contracts or self-governance compacts. In addition, the Bureau administers
more than 43 million acres of Tribally-owned land, more than 11 million acres of
{ndévidually owned land held in trust status and 443,000 acres of Federally-owned
and.

The Bureau’s most basic responsibilities are its trust obligations and facilitating
Tribal self-determination. However, while the protection of trust resources is a fun-
damental responsibility, Tribal communities struggling to meet the basic needs of
their communities must compete for the same limited resources the Bureau uses to
protect trust resources. The Bureau’s success relies on judiciously balancing these
competing mandates.

ORGANIZATION

The Bureau has two service components reporting to the Assistant Secretary-In-
dian Affairs:

The Deputy Commissioner for Indian Affairs has line authority over 12 Area Of-
fices, 83 Agency offices, three subagencies, six field stations, and two irrigation
project offices. The Deputy Commissioner provides program direction and support
through the Directors for the Offices of Tribal Services, Trust Responsibilities, Law
Enforcement, Economic Development, Management and Administration, Indian
Gaming, and the Facilities Management and Construction Center.

The Director of the Office of Indian Education Programs supervises 26 education
line officers stationed throughout the country and two post-secondary schools. Dur-
ing the 1997-98 school year, the Office of Indian Education Programs supported the
operation of 115 day schools, 56 boarding schools, and 14 dormitories which house
Indian children who attend public schools.

The Bureau’s headquarters offices are located in Washington, D.C. and Albu-
querque, New Mexico. The Bureau’s organization and regions are outlined in the
justifications. As a highly decentralized organization, nearly 95 percent of Bureau’s
staff work is performed in schools, Area and Agency offices, and other field loca-
tions.

In fiscal year 1996, the Office of Trust Funds Management was transferred from
the Bureau to the Office of Special Trustee pursuant to Secretarial Order 3197.

At the end of fiscal year 1998, the Bureau’s total employment was 9,687 full-time
equivalents.

FISCAL YEAR 2000 BUDGET SUMMARY

The 2000 budget request for the Bureau is $1,902,054,000 in current appropria-
tions, an increase of $155,626,000 above the 1999 Enacted level. The budget stresses
the resources Tribes need to provide basic reservation programs and develop strong
and stable governments, ensure accreditation of Bureau schools, address critical in-
frastructure needs, and meet the Secretary’s trust responsibilities. The Bureau con-
tinues to keep administrative costs low; more than 9 of every 10 dollars appro-
priated to the Bureau is provided directly to programs on Indian reservations. The
request allows the Bureau to attain its goals which are designed to meet the com-
mitment to American Indians and Alaska Natives as outlined in its Strategic Plan
and annual performance plans.

The fiscal year 2000 budget request for the Bureau seeks to maintain core exist-
ing programs on behalf of our trust responsibilities and commitments to facilitate
self-determination for American Indians and Alaska Natives. While the Bureau has
evolved in its role as trustee for the American Indian and Alaska Natives from the
paternalism of the 1800’s to its role today as partner, Tribes continue to turn to the
Bureau for a broad spectrum of critical and complex programs administered either
by the Tribes or the Bureau—from an education system for more than 53,000 ele-
mentary and secondary students; to 28 Tribally Controlled Community Colleges; to
law enforcement and detention services on more than 200 reservations; to social
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services programs for children, families, the elderly and the disabled; to manage-
ment of the forest, mineral, fishery and farmland resources on trust land; to the
maintenance of more than 25,000 miles of roads on rural and isolated reservations;
to economic development programs in some of the more depressed areas in the na-
tion; to the implementation of legislated land and water claim settlements; to the
replacement and repair of schools; and to the repair of structural deficiencies on
high hazard dams. The joint Trust and Federal responsibilities are daunting as the
Bureau strives to uphold the President’s commitment to the American Indian and
Alaska Native; Indian Country needs in every program are massive.

OPERATION OF INDIAN PROGRAMS

For fiscal year 2000, the total request for Operation of Indian Programs is
$1,694,387,000, an increase of $110,263,000 over the fiscal year 1999 Enacted level.

Tribal priority allocations (TPA)

TPA provides the principal source of funds for local units of Tribal Government,
most of which are small and lack independent resources to meet the increasing costs
of Tribal government operations. Beginning with fiscal year 1998, TPA comprises
nearly half of the Bureau’s operating budget. Increased funding in TPA is consistent
with the Bureau’s Strategic Plan and Annual Performance Plan. For fiscal year
2000, the TPA activity is funded at $716,139,000, an increase of $17,131,000 over
the fiscal year 1999 Enacted level, which will help Tribes address some of the unmet
needs in these basic programs. Shortfalls in these programs have become particu-
larly serious with the reductions in this activity since 1995.

Program increases proposed in this budget submission include $2,058,000 for New
Tribes to support 8 new Tribes as they begin to establish viable Tribal government
operations. Federal recognition, supervision and support over some Tribes was ter-
minated by an Act of Congress. Others may not have become Federally recognized
because they made no treaty with the United States prior to 1871 when treaty-mak-
ing was prohibited by the Congress; or they may have negotiated a treaty which was
not ratified by the Senate. A Federal court ruled in 1975 that the United States has
a trust responsibility to existing Tribes, regardless of whether the Government has
aﬁkr}lgwgedged that responsibility by past Federal actions or previous recognition of
the Tribe.

An increase requested for Contract Support will provide $6,447,000 over the 1999
Enacted level. In fiscal year 1998, the Bureau was able to provide only 80.34 per-
cent of contract support needs, which has resulted in significant concern, anger and
hardship with Tribes throughout Indian Country. Tribes are discussing the possi-
bility of retrocession of programs back to the Bureau because appropriations are not
sufficient to meet the rates as negotiated between the Tribes and the Office of the
Inspector General. Given the downsizing at the Central, Area and Agency level that
resulted from the severe budget reductions in fiscal year 1996, the Bureau has nei-
ther the staff nor the funding to resume Tribally-operated programs. The end result
of retrocession would be no services provided to Indian families and communities,
which is in direct conflict with the President’s commitment of self-determination to
Tribes. Given the level of budget reductions and increasing populations in Indian
communities throughout the country in recent years, Tribes are challenged every
day to maintain even level services.

An increase of $3,000,000 is proposed for Small Tribes to support the operation
of viable Tribal Governments in the State of Alaska. The requested funds will go
entirely to small Tribes in the State of Alaska to move those Native Alaskans to-
ward the Task Force recommended minimum level of funding of $200,000. An in-
crease of $2,048,000 is requested for Welfare Assistance geared towards its Tribal
Work Experience Program (TWEP) component. TWEP programs are administered
by the Tribes for eligible general assistance recipients to provide these Indian indi-
viduals with the resources and means to gain proper work experience and job skills
needed to successfully compete in the job market. It is an investment in recipients
today to move them towards self-sufficiency tomorrow.

An increase of $2.0 million is requested for Adult Care Facility Rehabilitation to
bring 7 adult long-term care facilities on the Navajo Reservation to standard condi-
tion. Once the standard is attained, the facilities are eligible for funding of their op-
eration and maintenance costs from the State Medicare, Medicaid, and other pro-
grams.

Other recurring programs

The prominent theme for the new millennium described by the President is the
education of our children. The Bureau is responsible for the only major domestic ele-
mentary and secondary education system operated by the Federal Government. As
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such, it is incumbent that this system reflects the high standards President Clinton
has set for all education. The request for school Operations, which will fund schools
and dormitories serving more than 53,000 elementary and secondary students in 23
States, is $503,568,000, a program increase of $27,482,000 over the fiscal year 1999
Enacted level. The increase will ensure that schools can deliver quality education
and provide safe and adequate transportation for an estimated increase in enroll-
ment. Increases are also proposed in facilities operations, facilities maintenance,
and administrative cost grants to encourage the continuation of schools going into
grant status and under Tribal control.

The budget increases operating grants to the 28 Tribally controlled community
colleges by $7,100,000 over fiscal year 1999. The colleges have been successful in
providing Indian youth with college degrees and eventual professional employment.
They also promote entrepreneurship on reservations.

An increase of $1.0 million is requested to assist Tribes in the return of the bison
to Indian homelands and for the prudent development and management of bison
herds and habitat on Indian reservations. Bison are sacred to American Indians and
represent a powerful symbol of America and its heritage as a Nation.

Non-recurring programs

The budget includes trust investments crucial to program performance in the out
years. The request level for the Bureau’s environmental management program is
$9,809,000, an increase of $3 million more than appropriated in fiscal year 1999,
to begin to address an estimated $200 million backlog of environmental cleanup
work in Indian communities throughout the country. The EPA has demonstrated a
vigorous interest in the Bureau’s environmental compliance in recent years and has
directed its enforcement actions at Bureau locations. The request level will provide
the resources for the Bureau to conduct baseline assessments of all Bureau facilities
and operations by the end of fiscal year 2002. An additional $1,247,000 is requested
for endangered species to increase the number of Federally listed threatened and
endangered species as well as support Tribal participation in species recovery. An
additional $1,100,000 is requested for the Navajo-Hopi Settlement Program to pro-
vide services in areas that have been under served as a result of the Navajo-Hopi
disagreement. Other program increases include $4,002,000 for Water Rights Nego-
tiation, $1,000,000 for Federal Energy Regulatory Commission re-licensing activi-
ties.

Other programs

An additional $400,000 is proposed for the establishment of the Office of Alcohol
and Substance Abuse Prevention to help stem the flow of alcohol abuse and illegal
drugs in Indian Country. An increase of $900,000 is requested for a post secondary
school, the Southwestern Indian Polytechnic Institute, to handle the increased need
for resources due to its rising curriculum and enrollment.

CONSTRUCTION

The request for the Bureau Construction appropriation is $174,258,000, with
$108,377,000 for Education Construction. The Bureau will continue to make
progress in eliminating the unobligated balances in Construction facilities projects.
Increased emphasis on Tribal contracting for projects will be supported by the Bu-
reau’s Facilities Management and Construction Center awarding and approving offi-
cials until the Tribes and Agencies are fully trained to take over the construction
contracting challenge.

SPECIAL INITIATIVES

Law enforcement in indian country

Fiscal year 2000 represents the second year of the multi-year Presidential Initia-
tive on Law Enforcement in Indian Country, a jointeffort by the Bureau and the
Department of Justice (DOJ), to combat the rising crime rates in Indian Country
to fulfill the Presidential directive to the Secretary of the Interior and the United
States Attorney General to work with Tribal Leaders to improve public safety in In-
dian Country.

Pursuant to the Final Report of the Executive Committee for Indian Country Law
Enforcement Improvements, significant investment by the Government is necessary
to stem the increasing problem of crime in Indian Country. In simple terms, current
resources are inadequate; continued infusion of manpower and financial resources
are necessary to ensure that Indian communities receive the same quality and
quantity of law enforcement services as their non-Indian counterparts.
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The initial investment in fiscal year 1999 for the Initiative provides the founda-
tion from which the Bureau can begin addressing the shortages in law enforcement,
but much more resources are needed to adequately respond to the concerns as out-
lined in the Final Report. The requested increase of $20.0 million continues to build
on this foundation while complementing the efforts of the DOJ to maximize the use
of the Federal dollar.

TRIBAL COURTS

Going hand in hand with increasing the resources for law enforcement in Indian
Country is the ability of Tribal Governments to handle the accompanying increase
in caseloads; the fiscal year 2000 increase requested is $2,565,000. More than 250
Tribal justice systems and courts of Indian offenses (serving 40 Tribes) are sup-
ported by Bureau funds. These Tribal courts must face the same issues State and
Federal courts confront every day, such as child sexual abuse, alcohol and substance
abuse, gang violence, and violence against women. Tribal court systems have his-
torically been under funded and understaffed. With the Presidential Initiative on
Law Enforcement in Indian Country underway to improve law enforcement services
in Indian Country, it is essential that additional support be provided to Tribal
courts as it is expected with the effort to clean up crime, Tribal courts caseloads
will increase dramatically. Tribal courts must have the capacity to adjudicate the
resulting criminal cases and resolve disputes. This effort complements the Depart-
ment of Justice’s efforts to provide one-time (competitive) grant support to Tribes.

In addition, Public Law 103-176, the Indian Tribal Justice Act, recognizes the sit-
uation in Indian Country to improve its judicial function to assist in keeping law
and order for its constituency. The Bureau’s requested increase will also focus on
providing initial funding to Tribes for implementation of the Act.

ALCOHOL AND SUBSTANCE ABUSE

Another factor in the efforts to reduce crime is the influence and effect of alcohol
and substance abuse in Indian Country. An additional $400,000 is requested in fis-
cal year 2000 to establish the Office of Alcohol and Substance Abuse to provide
training and technical assistance on prevention efforts and implementation by
Tribes of their Tribal Action Plans regarding programs designed to reduce the inci-
dents of alcohol and substance abuse in their communities.

EDUCATION CONSTRUCTION

Replacement school construction

Eight-two percent of the Bureau’s building square footage is education space; the
majority of the buildings are old and often in poor condition. With the Bureau re-
sponsible for the only major domestic elementary and secondary education system
operated by the Federal Government, it is vital that we provide adequate facilities
for this Nation’s Indian school children to obtain an education. Research has dem-
onstrated that placing instructional and residential programs in facilities that do
not meet health and safety codes distract from the educational program. A point
made by the President in Executive Order 13096, which calls for creating edu-
cational opportunities for American Indian and Alaska Native students in our na-
tion.

To this end, the fiscal year 2000 request provides for a requested level of
$39,859,000 for replacement of two schools—Seba Dalkai and Fond du Lac Ojib-
way—on the existing priority list for school replacement. As the President has stat-
ed in his call for modernization of our schools, it is through construction that our
Nation will begin to meet our generation’s historic responsibility to create 21st cen-
tury schools. Schools may be operated directly by the Bureau or operated by Tribal
organizations under the contracting authorities of Public Law 93-638, as amended,
or Public Law 100-297 grant.

The Bureau’s request is an intricate part of the President’s education agenda
which seeks to reduce class size and help communities renovate and build new
schools. The request is also part of the Department’s 5-Year Maintenance and Cap-
ital Improvement Plan.

The Bureau is moving forward to eliminate its code and standard deficiencies,
currently estimated for school-related facilities alone at approximately $743.0 mil-
lion; the Bureau’s total facilities backlog for education and non-education facilities
is nearing the $1.0 billion mark. Projects included in the Plan outline the com-
prehensive strategy of the Department to address the most critical needs in the Bu-
reau’s backlog of construction and maintenance requirements. It is the most in-
depth analysis and display of the enormity of the dire situation facing the Bureau
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in trying to maintain its facilities for the consumers we serve. It is a comprehensive
list, causing the Bureau to reassess and validate its many facilities located through-
out the Nation to fully capture the challenge we face in maintaining our responsibil-
ities for Bureau-owned facilities and providing for safe and health environments for
our constituency. The requested funding level of $39,859,000 for replacement school
construction, a key factor in the success of the President’s revitalization of Indian
education, will greatly assist in reducing the mounting backlog of construction
needs.

School bond initiative

An increase of $30 million is requested in fiscal year 2000 for school construction
to enable Tribes and/or Tribal organizations to defease qualified school construction
bonds by ensuring the repayment of principal to bond holders. This proposal is part
of the Administration’s school modernization initiative to provide school repairs and
replacement in needy public school districts throughout the country. Funding for ad-
ditional school construction or repairs is proposed as part of the second year of the
Administration’s facilities restoration initiative. These funds emphasize the Admin-
istration’s commitment to the long-term stewardship of Federal lands and facilities.

SECRETARY’S TRUST MANAGEMENT IMPROVEMENT PROJECT

Over $37 million is requested in the Office of the Special Trustee’s 2000 Budget
for the Bureau’s components of the Trust Management Improvement Project’s High
Level Implementation Plan. Since the Plan’s publication last July, BIA has been
making steady progress in its trust reform efforts. Most significantly, in December
1998, the Bureau contracted with Artesia Data Systems of Dallas, Texas, for a new
Trust Asset and Accounting Management System to replace the aging and anti-
quated automated systems for land title operations and land and lease management
functions. The system will be piloted in the Billings area in June 1999, and the bal-
ance of areas are expected to be converted by December 2000. Additionally, in Feb-
ruary, the Bureau awarded a data cleanup contract for Billings and Juneau areas.
BIA’s pre-conversion data cleanup process is expected to be completed by December
2000.

This concludes my opening statement, Mr. Chairman. I will be pleased to answer
questions of the Subcommittee.

LAW ENFORCEMENT

Senator GORTON. You started with law enforcement, so I will
start with law enforcement, too. Tell me the source of all law en-
forcement funds. Are the funds that are appropriated by this sub-
committee the only funds that go into law enforcement on Indian
reservations? Do some come from the Department of Justice or
some other Federal programs?

Mr. GOVER. All three of those. The primary and the largest
source of funding is the Office of Law Enforcement Services. Those
funds are spent on the reservations in three ways, either by the
Bureau directly—and we do maintain our own police forces.

Our own BIA personnel carry out the law enforcement function
in many communities—through self-determination contracts, where
the tribe contracts with us using funds we provide to provide those
law enforcement services in the community, and finally through
self-governance compacts, which are similar to the contracts in that
we provide the funding for the tribe to carry out the services them-
selves.

In addition, we have done a survey, based on your question to
me last year, and found that at least $30 million additional dollars
are put into tribal law enforcement programs by the tribes them-
selves. That is a partial number, because we have not heard from
every tribe. But of the, I believe it was, 150 tribes we did get re-
sponses from, we know that they are contributing at least $30 mil-
lion in addition to what the Bureau provides.
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Finally, the Department of Justice was provided $88 million by
the Congress last year to support reservation law enforcement. I
believe $30 million to $35 million of that was for uniformed officers
on the reservations. That in total comes to probably around $160
million, $170 million.

Senator GORTON. Did the tribes get all the money they were enti-
tled to out of the Department of Justice funds?

Mr. GOVER. Not yet. But the grants—the time for when those
grants go out has just arrived. So those grants will begin to be
made this month, in fact.

Senator GORTON. How do you determine the distribution of the
funds that go to the tribes themselves, either by contract or to self-
governing tribes, as opposed to your own BIA people? I rather sus-
pect you have applications for more money than you can distribute,
do you not?

Mr. GOVER. We do. In the past year what we have had to do is
focus on the BIA-operated programs. Approximately 60 percent of
the $20 million increase went to the BIA programs. They tended
to be the least, or the most, understaffed and under-funded in the
country. So we did do that.

Plus the tribes are eligible for the Justice Department grants and
Bureau of Indian Affairs programs are not. So given that the tribes
had other options and the BIA had none, we thought it important
to bring the BIA programs up to at least a level where we do not
have single officer locations out there. That was all too common
prior to fiscal year 1999.

Senator GORTON. I do remember your testifying to that last year.
To refresh my recollection, are the BIA officers generally used on
smaller reservations? Is there any correlation between the size of
the reservation and whether it has its own officers or yours?

Mr. GOVER. Some correlation. It tends to be the smaller reserva-
tions, but there are many exceptions to that observation. We do
provide law enforcement services on several of the larger reserva-
tions.

Senator GORTON. Let us go now to education. You said it is my
priority and yours as well, although we have the triple problem of
attempting to determine how much goes to operations, how much
to construction and how much to repair. By my notes, Congress has
provided funding for 10 of the 16 schools on the BIA’s replacement
school priority list. The remaining 6 would cost, we understand,
about $111 million. You have asked for $40 million for 2 of those.

In requesting funds for Seba Dalkai and Fond du Lac, the Bu-
reau skipped over Shiprock in New Mexico and the Tuba City
school. T understand that Tuba City’s design is not complete, but
Shiprock would be ready for construction. Concerned tribes have
contacted us, and I am sure you, about this.

I have had the general feeling that we ought to follow the pri-
ority list, rather than to deal with this in any kind of political fash-
ion. Can the funding be phased in such a way as to follow the pri-
ority list?

Mr. GOVER. Mr. Chairman, I actually do not know the answer to
that. I can certainly ask our construction staff if that is a possi-
bility. That is a good idea. We would prefer not to skip over a
school. I think very simply the decision was made that even though
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the money to construct the schools were smilar, it was better to
build two schools than just one. Had we gone with Shiprock, that
would have been a single school in the construction program in fis-
cal year 2000.

Senator GORTON. Will we get the same answer from you next
year?

Mr. GOVER. Let me find out if we can phase that in, because I
think that is an excellent compromise to having to chose between
the schools.

[The information follows:]

PHASED FUNDING FOR SCHOOL CONSTRUCTION

Full funding for an entire capital project is preferable, particularly if the project
cannot be divided into more than one useful segment. The replacement schools that
are proposed in the fiscal year 2000 President’s budget are designed as single inte-
grated structures. Providing phased funding could result in construction scheduling
delays and lack of functional facilities to house the students in a timely manner.
Also, Tribes that undertake construction or repairs through contract of grant are re-
luctant to accept phased funding because of difficultly in sub-contracting phases of
a project. There is the potential for different companies being awarded sub-contracts
on phased projects, which would interfere with one another and the overall con-
tinuity of construction of the facilities. Of the two schools proposed for replacement
in the budget request, one is being contracted with the Seba Dalkai School Board,
Inc. and the other is proposed for a grant award with the Fond du Lac Ojibway
Tribe. In addition, incremental funding for a capital asset, in which funds could be
obligated to start the segment (or project), despite the fact that the funds are insuf-
ficient to complete a useful segment or project, is inconsistent under Office of Man-
agement and Budget Circular A-11, Preparation and Submission of Budget Esti-
mates.

Shiprock Alternative School is scheduled to completer design in September 1999,
thus the school would be ready for construction funding as early as fiscal year 2000.
Although, phasing is not recommended, the school construction could be addressed
in the same manner as Pyramid Lake and Sac and Fox School were in the fiscal
year 1998 appropriations.

SCHOOLS

Senator GORTON. I can certainly sympathize with your problems.
The highest priority I find in members of my subcommittee is al-
ways the school in their state.

Mr. GOVER. Yes; well, two schools represent four votes. [Laugh-
ter.]

Senator GORTON. Both here and there, I assume.

Now, you have already told us that for the long range you have
a billion dollars’ worth of school construction. For how many
schools?

Mr. GOVER. For at least 60 that we know we have to replace. We
are very close, in fact, we have delivered to OMB the report that
I guess it was this subcommittee that requested it last year, a 5-
year plan for doing away with or eradicating the backlog. We ex-
pect that to be ready, again, before the end of the month. The com-
mittee will have that available as well.

The bottom line, of course, is money. We are trying and using
every advantage that the scoring system offers to try to generate
more funds in as painless a way as possible and without dimin-
ishing other priorities. But, for example, the additional $30 million
that we request beyond the $30 million that you mentioned will
support about $70 million to $75 million in bonding.
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It would allow the principal repayment of $70 million to $75 mil-
lion in bonds, if the President’s School Construction Initiative were
enacted.

Senator GORTON. Well, that is a good question, and of course a
big if.

Mr. GOVER. Yes.

Senator GORTON. Do you know where that legislation is at this
point?

Mr. GOVER. I do not. I do not know. I am not aware that there
has been a sponsor. I am sure that the legislation is prepared, be-
cause I have seen it. But I do not even know that it has been sent
to the Congress yet.

Senator GORTON. Was the Bureau an active part in drafting that
bonding legislation?

Mr. GOVER. We were in the sense that once the idea began to
make the circuit around the various agencies, we were certainly al-
lowed our input. I think our comments were taken seriously and
reflected in the legislation.

Senator GORTON. Where would the money come from to repay
the bonds?

Mr. GOVER. The money to repay the bonds would—Dbasically what
we would do is take this $30 million and invest it so that in 15
years, it would represent the amount necessary to pay off the prin-
cipal of the bonds, whatever that might be. That is why I say the
$30 million would support about $70 million to $75 million in
bonds, because we would invest it, and repay the bonds at the end
of 15 years.

Senator GORTON. You would invest it where?

Mr. GOVER. In Federal securities, obviously in T-bills and that
sort of thing, so they are no-risk investments. The interest pay-
ments on those bonds come in the form of tax credits to the bond-
holders. That is the idea behind the President’s initiative.

So for that $30 million, the tribes would be able to issue over $70
million in bonds. That would allow for that much school construc-
tion. That is why we say we could finish the 16-school priority list
in fiscal year 2000 were the authorizing legislation to be enacted
and were the committee to grant our request.

Senator GORTON. Let us go on to school repair. Are we even
keeping up with repair and maintenance and remodeling needs?

Mr. GOVER. No. We are losing ground in repair as well. What you
see in the request that is before you, represents only the most crit-
ical health and safety needs. It does not represent the money that
we need to properly maintain these facilities.

One of the questions the Congress has to ask and that we have
to address is, it will make no sense for us to build a lot of new
schools only to have them fall into disrepair and fall far short of
their useful life. So we really are talking about a major commit-
ment.

Even were the Congress to fund all the school construction that
is necessary, the maintenance requirements would be large, but
well worth it. It is better than replacing all these schools. One of
the reasons we need to replace so many schools is they were never
properly maintained.
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Senator GORTON. Before going on, I would just like to say I do
not have any particular questions about school operations, but ob-
viously the day-to-day operations, the teachers, your recruitment
and the like, is vitally important as well. Part of the excruciating
nature of dividing up an inadequate amount of money for all of our
programs, both within Indian programs and across our subcommit-
tee’s jurisdiction, is just that. It is setting priorities of money needs
to various entities.

Obviously, my statement is the same to you as it was to the spe-
cial trustee. You have heard this before. It really is doubtful that
all of these initiatives are going to pass that are of a legislative na-
ture, or that we are going to have the kind of money that I would
consider quite appropriate for the Department of Interior pro-
grams.

So again this year as we had last year, we are going to need your
help, at least informally, in setting priorities.

Senator Dorgan is here now. Each of the members who has been
here has either two or three hearings going on at the same time.
Both the one on the Olympics and the one at the Department of
Energy are hearings of committees on which I am a member.

So, Senator Dorgan, I think I will simply turn it over to you for
whatever statement you would like to make. When you are fin-
ished, you may adjourn the hearing, unless someone else is here.
If that is the case, you can turn it over to them.

Senator DORGAN. Well, Mr. Chairman, thank you. I will be able
to conduct a fair amount of business in your absence. [Laughter.]

Senator GORTON. In my absence, I suspect you will. You do not
have a sufficient quorum to spend any money, though.

Senator DORGAN. You are right. You are correct.

Senator GORTON. So we will trust you.

Sﬁanator DORGAN [presiding]. You are correct about that. [Laugh-
ter.

Let me just mention to you that I have been at the Commerce
Committee hearing and following this have to go to the hearing on
the Energy Committee and the security at the labs. That is why
I was not here for the statement.

I have read Mr. Gover’s statement, and I appreciate especially
the work that you have done as subcommittee chairman on these
issues. I would like to ask a couple questions. Thank you very
much for your courtesy.

Mr. Gover, let me focus just for a moment on Indian schools.
Then I want to talk to you just for a moment about housing, as
well, and health care. But on schools, the chairman indicated, and
you know well, that we face a tremendous backlog. Frankly, the ad-
ministration budget, I think at your urging, finally does begin to
take some steps, halting steps, and probably inadequate steps, but
some steps in the right direction.

With these steps, we are not going to get to where we need to
get to to make sure that these young children who are our respon-
sibility, our trust responsibility, are being served the way we
should serve them from an educational standpoint. Let me just
mention a couple of schools for you. I could mention schools in
other states that I know about as well, but let me mention the ones
in North Dakota.
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At the Ojibwa Indian School there is report after report after re-
port that tells us that these children are going to school in cir-
cumstances that are not appropriate and, in many cases, not safe.

As you know, the central school building there is over 100 years
old and has been condemned. So the result is that you have all
these kids placed in trailers.

I have been there. I have seen exposed wiring. I have seen condi-
tions that should not exist. We have reports that describe the cir-
cumstances. Some day, God forbid, there will be a fire in the mid-
dle of the winter that will sweep through those portable trailers,
and there will be loss of life, loss of young lives. Everyone will
scratch their heads and say: How did that happen?

It happened because the Congress and the administration have
not responded with the resources necessary to give those kids what
they deserve, a school that is safe and a school that is good for
their education needs.

The Standing Rock School. I was at the Standing Rock School,
as you know, last year. I worked with you extensively on that. In-
stead of worrying about their ABCs, those kids are worrying about
PCBs. I mean, that school was closed. Those kids were all herded
to the gymnasium with temporary partitions. When I grabbed the
partition, you could swing them 6, 8, 12 inches. I worried that
those partitions would fall on those kids.

We had to spend months and months cleaning up a PCB mess
in a school, and that school still needs apparently anywhere from
$8 million to $10 million investment.

Cannon Ball Elementary School. That is not your responsibility,
but it is a school just north of Fort Yates that has no tax base. A
little third grade girl named Rosie said to me as I toured the
school—it has 140 kids, two bathrooms and one water fountain and
no capability to hook a computer into the Internet, over-crowded
classrooms, a terrible situation. The bulk of that school has been
condemned. One of the rooms they have to evacuate about weekly
because of sewer gas coming up into the rooms these kids are
using.

The little girl said to me, “Mr. Senator, can you build me a new
school?”

Well, regrettably, I cannot do that by myself. But that young
third grader walking into a classroom is not well-served. Her fu-
ture is not served by our lack of responsibility here to the needs
of her and her classmates.

So I just want to say to you that this need exists in a very crit-
ical way. We are not, the administration and the Congress are not,
taking aggressive enough steps to meet it. In the majority budget
that was just passed, Senator Domenici, I believe, added provisions
for up to $200 million more in school construction above the admin-
istration budget. But we have to tell the President and OMB, and
you know this, Mr. Gover, that this is a priority.

Those children cannot fend for themselves. They are our respon-
sibility. We have trust responsibility for them. The fact is we
should be ashamed, we should be ashamed, for having put off the
needed investments to make sure these kids are going to safe
schools and good schools.
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It is unfair to these children, unfair to young second and third
graders and fourth and fifth graders, to send them into classrooms
that do not adequately prepare them and do safeguard them.

So I just want to put in my statement again this year that I ap-
preciate that you have gotten the administration to move in a halt-
ing way to add some things here. In fact, I know it is your work,
because I worked with you to have the administration make certain
that part of this school modernization program would apply to In-
dian schools as well. That only happened because we pushed to
make that happen.

But can you give me some response to how we not just get rid
of this backlog or get rid of the list—no one even knows how the
list was developed—but then how do we go beyond that to do what
is necessary to meet our responsibility?

Mr. GoveRr. Well, first, Senator, I agree with everything you have
just said. As you know, we have advocated within the administra-
tion to increase the commitment to Indian schools. I am scared to
death that what is ultimately going to happen is a tragedy like you
described. Then everybody is going to say: Well, we have got to do
something. You know, let us go fix this.

But it is too late at that point. I do believe, and I will say this
in defense of the administration, we made a certain request last
year. We did not get what we asked for. We are reluctant to make
a request that goes far beyond anything we have ever received
until we start seeing the incremental increases that we have been
asking for.

I will also say that the total request this year represents $100
million in school construction. That is a lot. Yet that is not enough.
That is not enough, but it is a lot. It is much more than has been
thrown into the problem in the past.

We are going to send the committee a report that will describe
the schools that we believe need to be replaced, that estimates the
amounts. It basically says: Here is what has to be spent in order
to achieve this result of putting every BIA pupil in a safe school.

From there, Senator Dorgan, I find it very frustrating that we
even have to explain the obligation the United States undertakes
when it chooses to have an elementary school. It offends me that—
for example, we begin to look at the DOD school system that is
maintained for military dependents. As one would expect, they
have a sparkling school system, wonderful buildings, excellent
teacher pay, and a great program.

The only other school system the United States is responsible for
directly are the BIA schools. Yet for some reason, notwithstanding
the resources that go into the DOD schools, the BIA schools go beg-
ging year after year after year.

One is left to draw the unfortunate conclusion—and I have had
tribal leaders and school administrators say to me, “Is it because
we’re Indians?” I mean, how can they do this? How could the
United States, the richest country in the world, do this to schools
that it is responsible for?

I will continue to push OMB. I will add that OMB has to clear
the report we are going to send you that addresses this 5-year plan.
I am going to need your help to push these proposals through the
administration. But I think, Senator, we just continue to make
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these points over and over again. I would love to have a conversa-
tion with the President about this, because I know he would not
stand for it, if he knew this. But getting that message to the Presi-
dent is difficult.

Senator DORGAN. Well, it is the President. It is this President,
the past President, the one before him. It is the Congress, this Con-
gress and every Congress before it, that has not met its responsi-
bility. Just in recent weeks I toured a school on a military base,
a wonderful school, one I was proud to see.

I was proud of the teachers. I was glad that the students had the
capability they had. These young tykes were showing me how they
were doing all kinds of work on the Internet. What a great school,
and what a wonderful thing for these students.

Then I go to Ojibwa or I go to the gymnasium at Standing Rock
and see the difference. I think, you know, it is the same responsi-
bility that we have, and we are not meeting it. It is a tragedy for
these young children. It is not their fault. I mean, it is not their
fault they live in circumstances, in many cases, in circumstances
of poverty where there is not an adequate tax base.

We ought not walk a second or third grade young woman like
Roseie through a school door and have to be ashamed of the school
that young child enters when that school is our responsibility. We
have a responsibility to do something about that.

I would hope—incidentally, when you talk about OMB, I would
hope that with Mr. Lew and others you would say to them: Here
is what we need. None of this incremental nonsense. Here is what
we need next year, now, in this budget to fix the schools and repair
the schools and build the schools necessary to meet our responsi-
bility to these kids. If they say, well, that is something we cannot
even entertain, let us have a fight about that. But at least let us
fight about the real number.

You know, last fall in the omnibus appropriations bill that
passed, $1 billion in emergency funds was stuck in for national
missile defense, $1 billion that was not asked for, was not needed,
was not requested by the Defense Department. I checked just in
the last week, they could not use the $1 billion.

They found a way to put $600 million of it in national missile
defense contracts in very unique and creative ways, but it was cre-
ative to do that because they did not want it and did not need it,
said they could not use it. The Congress said, “We demand we give
you $1 billion more for national missile defense.”

So even being very creative, they were able to find $600 million
to stick it in some of these little accounts; $400 million they could
not even use.

Now that is last October, a priority by some here saying: Na-
tional missile defense, the sky is the limit. We are willing to throw
money at it. But education of Indian kids, sorry, that is just not
a big priority. That is wrong.

Now, Senator Domenici is coming in the room, and he has spent
a lot of time and effort on this issue as well. We need, in my judg-
ment, with this Congress and this administration, to confront this
issue in a very significant and aggressive way to meet our responsi-
bility to these kids.
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Let me just go to one other point, and then I know Senator
Domenici will want to talk about this.

Senator Domenici, we have been talking about education, repair,
construction of these schools and the responsibility, the administra-
tion’s budget, the responsibility of the administration and Congress
in the recent two decades or so on this issue.

I want to just turn to one other point. I have been trying to ar-
range a meeting at the White House, as you know, and we had to
cancel it. It was scheduled for last Monday with Indian tribal lead-
ers and others, talking about the emergency that exists in housing
and health care.

I told on the floor of the Senate a story about Sarah Swift Hawk,
who, on January 2, died on the Rosebud Reservation. She was a
grandmother. She went to bed at night in a house. Where windows
would have been, there was thin plastic sheeting covering the
holes. There was one cot. So the grandmother used the cot. Four
children and the mother and father, they slept on the floor with
two blankets, huddled together. The grandmother slept on the cot.

It was 45 below zero that night. The next morning when they
woke up, they found Sara dead, frozen to death. That is not in a
third world country. That is here. That is in our country, and cir-
cumstances where we have a housing emergency as well in many
of these areas.

It is almost unthinkable, a house without windows, without ade-
quate furniture, without heating. You have a grandmother laying
on a cot freezing to death on January 2. I mean, it is just unthink-
able. You read about this in third world countries, but not here.

So we have this housing emergency. I have been deeply involved
in trying to move houses that are going to be destroyed from mili-
tary bases. We have saved hundreds of them from being bulldozed
over. Instead, we are moving them to reservations. But we need
money for infrastructure to hook them up to water and sewer and
to heat.

So all of these things represent just an overwhelming need: hous-
ing, health care, education. I have to confess to you, there are
many times over the recent years I have thought, you know, the
best thing is probably just to decide to let us abolish the Bureau
of Indian Affairs. Let us just flat out abolish it. I do not know of
anybody that has been able to come and grab the reins and make
much of a difference.

It probably pains you to hear that from me. I know you are try-
ing very hard. But frankly, we do not have the resources. The re-
sources have not been put into these accounts. I am not convinced
that the BIA is not so bureaucratic it could not effectively use them
anyway.

So I just have this terrible frustration about the emergencies
that I think exist in education for these innocent children, who so
much deserve our help, and housing and health care. The stories,
I could go on for an hour about what I have seen in housing and
health care.

You know, I hope that we can find a way to add substantial re-
sources. I hope one day somebody would decide that sticking $1 bil-
lion in a program that nobody asked for and they cannot use would
be much less a priority than using that money to help children and
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help others who are suffering immensely on some of these reserva-
tions.

Mr. GOVER. Well, again, Senator, I agree with most of what you
said. I do think there is some good news here. For one thing, we
have overhauled the way that the BIA spends its education con-
struction money and reduced the amount of time it takes for us to
build a school from 7 years down to 3 years and even manage to
build one school in a single year, from design to ribbon cutting.

That is very much to the credit of the Facilities Management and
Construction Center, who literally have overhauled the way they
do their business.

Second, we are going to be begin to take new applications, appli-
cations for replacement school construction, for the first time since
1992. Now that is in anticipation that we are going to see some
substantial funds so that we can complete the existing priority list.
But nevertheless, at least we can begin to have that next genera-
tion of schools. So schools like Ojibwa can know that they are on
the list at long last and that the trailers are not a permanent con-
dition.

I, too, wish that we had all the resources we need just to meet
the basic human needs in Indian Country. We know that we fall
far short. The TPA report that we will be providing later this
month will demonstrate that very clearly.

If it were up to me, we would get three times the money we get.
I do believe we could spend it and spend it well. Most of our funds
still go directly to the tribes so that they can provide the services.
We would love for all of our service operations on the reservations
to be handled by the tribes themselves.

I think that if we got more money, more tribes would contract.
The BIA has to be unique in the sense that the more money we
get, the smaller our agency becomes, the fewer Federal employees
there are, because that means the tribes are taking over these pro-
grams. That is what we want to see.

So I sometimes get this overwhelming sense of despair, when you
see the scope of the problems that exist in Indian Country. But I
do not see that giving up is an option. So we will continue to try.

Senator DORGAN. I am not suggesting giving up. I am suggesting
being much, much more aggressive and trying to find a way in
which we in Congress and the administration can understand our
responsibility does not allow us to compromise on this issue. You
cannot compromise on what you must provide for education pur-
poses for these young children. They are our responsibility.

You make the point, and I think it is absolutely accurate, and
probably Senator Domenici has done the same thing. You go to a
school on a military base and it is a wonderful school. You go to
a school 50 miles away on an Indian reservation, in which we have
the same responsibility, but they are different kids, and you find
deplorable conditions.

Now that is intolerable, and it ought to change. We must stop
it.

Let me call on my friend, Senator Domenici.

Senator DOMENICI. Thank you very much. Are you the acting
chairman this morning?
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Senator DORGAN. I have done a lot of business in the absence of
the real chairman. He indicated that we should continue our ques-
tioning and then adjourn the hearing.

Senator DOMENICI. Well, first, Mr. Secretary, let me apologize to
you for being late. I would share with everyone the reason I was
not here is we are having a closed hearing with reference to the
espionage efforts by the People’s Republic of China versus our nu-
clear weapon secrets. It is obviously a very serious problem. I
called in a couple times to make sure you had not gone before I
could get here.

First let me say—if no one has said it, I will. If somebody else
said it, it deserves being said again—you are doing a good job. You
are very forthright with Members of the Congress. It is your objec-
tive to indicate where we cannot do what Indian people ask us to
do, and you indicate clearly to us what you think we ought to do
that we are not doing, and I compliment you for that.

I think the Bureau is being run a little better, and thank you for
that.

Mr. GOVER. Thank you.

Senator DOMENICI. I do not think any good comes from saying we
will solve the problem by getting rid of the Bureau of Indian Af-
fairs. I think you were speaking figuratively, but what we need to
do is make it work right.

Now, we could get to a point where BIA cannot be as productive
as it ought to be. Then we might get you up here and ask for some
major way to change it. I do not think that date is too far away.

Now having said that, let me just say, last year in the appropria-
tions process, not merely in the budget resolution, we put language
in the Interior report asking the President of the United States,
and thus you—you cannot act without OMB’s permission—to sub-
mit a school construction plan. We asked you to produce for us a
5-year plan to totally take care of the school construction needs in
Indian country for BIA schools. Now we were not joking. We said
we think if you do it, Mr. President, the President of the United
States, we think Congress would fund it.

Now frankly, I have to say, the administration fell far short of
that. In fact, I do not think we still have a 5-year plan to build all
the schools that need to be rebuilt and the major construction and
maintenance issues that are there, which, incidentally, could be
more than $1.2 billion, according to some estimates.

Now what we got instead was, in my opinion, a very meager pro-
posal regarding Indian school construction. I am not blaming you,
Mr. Secretary. You have to do what you are told. I would not be
surprised if, in the exchange of information that occurred, as you
went through your two or three cycles with OMB, that you prob-
ably on behalf of the Indian people asked for a lot more money for
Indian school construction than was given to you.

But to come up with this small increase and then say we could
participate in some bonding issue, when we are kind of bonding
ourselves because it is the Government issuing bonds—well, we do
that when we spend more than we take in. We borrow money.

So why would we have some special way to treat the taxpayer
differently on those bonds? There are other bonds that are out
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there, if we want to incur debt. Just add it to that. We do not even
have to incur debt. We have a surplus.

So, look, I want to say to the Indian people, I do not know how
much we will get this year. But we are trying very, very hard to
get substantially more than the President suggested, to get on a
path that we can tell you and tell Americans we are going to meet
this responsibility once and for all. We are going to stop putting
other priorities ahead of it.

Now for anybody that does not believe this was not given a pri-
ority, then I would ask how come the President in his budget could
have some 80 new programs and spend, you know, scores of mil-
lions of dollars for new things and not fund this need.

I mean, I think a simple proposition could have been: Before we
start anything new, could we take care of this? That would not
have been a very difficult proposition. Frankly, you could have
found the money, because you found the money in your budget for
these other things.

So I am very disturbed. I am sure my good friend, Senator Dor-
gan, is going to join me on appropriations in trying to get the max-
imum amount appropriated. But Senator Slade Gorton is going to
be faced with a very difficult problem, because he has many, many
things in that bill that Americans insist upon: Fish and Wildlife,
Bureau of Land Management, National Park Service, all the man-
agement things that are out there on the public domain, and many
other things.

We recommended the highest priority be given to a $200 million
appropriation by him in his bill. That does not mean he has enough
money for it. It depends on a lot of other things. But we will be
fighting for it, and we will continue to push the administration to
give us a plan.

Now, I have a number of parochial questions, and I am not going
to burden this entire crowd with some further New Mexico issues.
I am just going to give them to you for a response.

Mr. GOVER. OK.

Senator DOMENICI. I think you know the questions, and I think
you know the answers. It would be nice to have the answers as
soon as possible from your Department.

Now having said that, I also think we have some very excellent
institutions wherein Indian people are getting educated for today’s
job market. I would hope that because we are short of money, that
we do not penalize those that are doing a good job.

I mean, we have a number of them in our state. We have a num-
ber of them in Indian country that are technical vocational schools
that in today’s market are producing trained young Indian people
so they can go into $25,000, $30,000, $35,000 start-up jobs in high
tech industries. I mean, those schools are working in Albuquerque.
They are working in Shiprock. They are working in other places.

I hope you keep in mind that when the schools work, we have
to keep them going. We have to try to get the rest of the Indian
country to follow suit in these areas of appropriate training for to-
day’s job market. There should not be such difficulty in terms of
employment among our Indian people, although they would have to
move distances to take the jobs.
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Right now the most difficult problem for American business, be-
lieve it or not, is that it cannot find enough trained workers. I
mean, if you put out a poll among medium-sized American busi-
ness, and asked what is the principal impediment to growth, they
will say, “We cannot find enough workers to fill the jobs.”

The jobs may take a year’s training, but that is a truism, what
I just said. Frankly, that should provide some very good opportuni-
ties, like it is to everybody.

I am going to close on this and just ask you one question. What
is the status of the 5-year construction planning effort? I am hear-
ing reports that there is a two-tier plan that is being developed.
The first tier would be to allocate about $100 million a year to the
backlog. The second tier would be to give the full cost of upgrading
all BIA elementary and secondary schools.

Is this the case? Could you briefly tell us what all this means?

Mr. GOVER. Yes. I am not familiar with this two-tier concept.
That may be something that was under consideration at one point.
We have now received from the construction staff a 5-year plan to
address repair or replacement of all Bureau-funded schools. I
misspoke earlier. I said it was OMB. It is actually under review in
the Department. It will go to OMB this week or early next week.
That means we should have the report to the committee by the end
of the month.

I do not see any way around spending a lot of money. If we are
going to do it in 5 years, that means, you know, assuming it is $1
billion, that is $200 million a year. I have not heard anything
about a tiered approach.

It may be we want to sort of ramp up so that in the first year
we are less than $200 million, but in year five we are over $200
million, so that we can expand our ability to spend the money.

But there is no alternative to spending an awful lot of money on
this issue. I think it is overdue. It still astonishes me, as I was dis-
cussing with Senator Dorgan earlier, that we have to explain this
to anyone in the administration or elsewhere, that this is a Federal
responsibility.

While certainly we appreciate being included in the Presidential
Initiative, in the Bonding Initiative, the tribes are asking a very in-
sightful question, which is, why should they issue bonds and incur
long-term debt for Federal facilities? It does not make any sense
for the poorest communities in the country to incur debt on behalf
of the most powerful Government and the richest nation in the
world.

So we are not where we need to be. I do feel free to say that As-
sistant Secretary John Berry agrees that we are not yet where we
need to be, and that he will—he has been a great advocate for the
Indian schools. We keep trying, and we appreciate all the help that
you are providing. We will just keep beating on this drum until
somebody listens.

Senator DOMENICI. Well, you make the best point. Whatever re-
sponsibility the U.S. Government has to help with public education
in America, it is clearly optional on the part of the U.S. Govern-
ment.

We have gone from helping public education with 10 percent of
the national budget of public education to 6 percent, back up to 8
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percent, because we feel like we ought to put something in the local
institutions that are not Federal, that belong to counties, districts,
school districts, and states.

But it is pathetic when we neglect the only one we are obligated
to pay for—and if we do not, no one will. I mean, who will? I mean,
it is our job. So we are doing all that, proposing to help the inner
city schools rebuild. Yet here we sit with the only school system
that belongs to the U.S. Government, except the military, and we
do not pay for it.

So you have to make that point with these people. If we need to
get them over here, even OMB, we can haul them over here and
set them out front and ask them: What in the world are you think-
ing about in terms of priorities? I mean, I would be glad to do that.

If you think it would help, let us ask the chairman and bring
them over here. We will bring in our good friend from OMB, Mr.
Lew. He will explain. He will explain it well. If you have this big
a crowd, it would be nice, though. He will have a sense that we
worry about it.

With that, I am going to turn the hearing back to our acting
chairman for me to go to another hearing, and I assume you are
about ready to go.

Senator DORGAN. Mr. Chairman, I am just going to ask one addi-
tional question, or make one additional point. Then I am intending
to leave as well.

But I wanted to make 