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OVERSIGHT HEARING ON “OFFSHORE
DRILLING: STATE PERSPECTIVES”

Tuesday, February 24, 2009
U.S. House of Representatives
Committee on Natural Resources
Washington, D.C.

The Committee met, pursuant to call, at 10:05 a.m. in Room
1324, Longworth House Office Building, Hon. Nick J. Rahall, II,
[Chairman] presiding.

Present: Representatives Rahall, Hastings, Abercrombie,
Grijalva, Costa, Heinrich, Capps, Inslee, Tsongas, Kratovil, Brown
of South Carolina, Gohmert, Smith, Wittman, Broun of Georgia,
Fleming, Coffman, Chaffetz, and Lummis.

The CHAIRMAN. The Committee on Natural Resources will come
to order, please. The Chair, at the very outset, is going to recognize
the Ranking Minority Member, Mr. Hastings.

Mr. HASTINGS. Thank you very much, Mr. Chairman. It is with
great regret that I inform the Committee of an absence today.

One of our newest Members, Mr. Cassidy from Louisiana, lost his
father, James Cassidy, on Sunday. I know that I speak for all of
the Committee Members when I say that our thoughts and prayers
are with Congressman Cassidy and his mother, Betty, and his en-
tire family at this difficult time, and thank you for your indulgence,
Mr. Chairman.

STATEMENT OF HON. NICK J. RAHALL, II, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF WEST VIRGINIA

The CHAIRMAN. The Chair thanks its Ranking Member and
wishes to express his condolences to Mr. Cassidy as well.

The Committee is meeting today for the second in a three-part
series of oversight hearings designed to examine our nation’s cur-
rent offshore drilling policy and help to determine the course of
that policy in the future.

Two weeks ago, on February 11th, we heard from representatives
of environmental organizations, tourism boards, and the fishing in-
dustry. Today, we will hear from representatives of coastal state
governments from around the country, and, tomorrow, we will hear
from the oil and gas industry representatives.

As T said two weeks ago, these hearings are intended to afford
all sides an opportunity to weigh in as we begin work to determine
the best way to accommodate drilling while also ensuring that our
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offshore resources are managed in an environmentally and
physically responsible manner.

Our coastal states are critical to this discussion. They are
literally on the front lines of the offshore drilling debate, and their
nleleds and challenges are vitally important considerations for us
all.

As I stressed at our hearing last time, I am not opposed to drill-
ing. I understand the benefits of domestic oil and gas production,
but I also am aware of the risks.

The ongoing discussion is designed to examine the trade-offs that
would be involved in expanding offshore oil and gas drilling, and
I look forward to working with Members on both sides of the aisle
as we determine the best way to move forward. I thank our
witnesses for being with us today, and we will be led off by our
colleagues in this body. I now recognize the Ranking Member, Mr.
Hastings.

[The prepared statement of Mr. Rahall follows:]

Statement of The Honorable Nick J. Rahall, II, Chairman,
Committee on Natural Resources

The Committee is meeting today for the second in a three-part series of oversight
hearings designed to examine our Nation’s current offshore drilling policy and help
to determine the course of that policy in the future.

Two weeks ago, on February 11th, we heard from representatives of environ-
mental organizations, tourism boards, and the fishing industry. Today we will hear
from representatives of coastal state governments from around the country. And to-
morrow we will hear from oil and gas industry representatives.

As 1 said two weeks ago, these hearings are intended to afford all sides an oppor-
tunity to weigh in as we begin work to determine the best way to accommodate
drilling while also ensuring that our offshore resources are managed in an environ-
mentally and fiscally responsible manner.

Our coastal states are critical to this discussion. They are literally on the front
lines of the offshore drilling debate and their needs and challenges are vitally im-
portant considerations for us all.

As I stressed at our last hearing, I am not opposed to drilling. I understand the
benefits of domestic oil and gas production. But I am also aware of the risks. This
ongoing discussion is designed to examine the trade-offs that would be involved in
expanding offshore oil and gas drilling, and I look forward to working with Members
on both sides of the aisle as we determine the best way to move forward.

I thank the witnesses for agreeing to appear today, and I now recognize our Rank-
ing Member, Mr. Hastings, for his opening remarks.

STATEMENT OF HON. DOC HASTINGS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF WASHINGTON

Mr. HASTINGS. Thank you, Mr. Chairman. Today, we are to hear
from various states on their perspectives on OCS development.

Studies have shown that offshore drilling will create substantial
economic benefits for the Federal government, as well as for the
states. These benefits include job creation, tax revenue, and pos-
sible revenue sharing for the states.

Before the recess, Congress passed the largest spending bill ever,
directing billions of Federal dollars to states to avert their budget
crisis.

Today’s hearing will focus on one of the largest sources of Fed-
eral revenue: oil and gas bonus bids, rents and royalties.

In addition, we will focus on one of the best opportunities we
have to assist state governments, by sharing OCS revenue, like we
do with onshore mineral receipts.
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A very conservative CRS report estimated that OCS development
off California would generate more than $120 billion in revenue
sharing for the State of California, money that I am sure the State
of California could desperately use. The same report suggests that
the Atlantic Ocean could generate more than $76 billion in shared
revenue from what are even more conservative estimates of the po-
tential resources.

At a time when the Federal government is borrowing record
sums of money to fund its programs and transferring money to the
states, it seems reasonable and responsible that we should use the
OCS resources available in order to help states balance their budg-
ets.

Last year, the Democrat majority passed energy legislation that
locked up 88 percent of our OCS resources and had no revenue-
sharing provision for coastal states. Thankfully, this legislation
died in the Senate, but, fortunately, Congress did pass legislation,
or, rather, I should say, let lapse, that ended a decades’ long ban
on OCS development.

First, a no-revenue-sharing approach is simply not acceptable.
Congress needs to establish a fair revenue-sharing program for all
coastal states, expanding this common-sense policy beyond the sev-
eral states along the Gulf of Mexico. This must be a priority for
this Committee and Congress.

Second, many of the states testifying before us today have unem-
ployment rates that are higher than the national average. Knowing
that OCS development is not just about energy—it is also about
creating new American manufacturing jobs and building the infra-
structure to harness this energy—I have to wonder the extent to
which these states have examined the job impacts of expanded oil
and gas development and what it would mean to their states.

An American Energy Alliance study published yesterday -cal-
culated that opening the OCS would create between tens of thou-
sands and hundreds of thousands of jobs in the states testifying be-
fore us today. Over the life of production, it would create over 1.2
million annual jobs across the country.

So, finally, Mr. Chairman, I hope today’s hearing will address
our nation’s growing dependence on imported natural gas pipelines.
Each of the witnesses before us today represents a state where
there is either an existing or a proposed liquefied natural gas
(LNG) terminal. From Callus, Maine, to Long Beach, California,
terminals to import natural gas are popping up all across our
coasts. Everyone believes that America has become too dependent
on foreign energy.

I hope that the witnesses before us will explain their views on
which is preferable: building LNG terminals that make their states
dependent on foreign natural gas, or the responsible development
of America’s own natural gas resources in the OCS that will create
new jobs and bring revenue to their states?

In closing, this issue is of major national significance. America is
too dependent on foreign nations for our energy supplies. We can,
and should, determine the most responsible way to develop our
OCS resources. I believe that we can free America from our de-
pendence on foreign oil, free America from imported foreign natural
gas, and invigorate America’s economy by harnessing the resources
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of America’s OCS to create more energy with the skill and knowl-
edge of the American worker.

So, with that, Mr. Chairman, I look forward with you to hearing
from today’s witnesses.

[The prepared statement of Mr. Hastings follows:]

Statement of The Honorable Doc Hastings, Ranking Member,
Committee on Natural Resources

Mr. Chairman, today we are to hear from various states on their perspectives on
OCS development. Studies have shown that offshore drilling will create substantial
economic benefits for the federal government as well as for states. These benefits
include job creation, tax revenues and possible revenue sharing.

Revenue Sharing

Before the Recess, Congress passed the largest spending bill ever, directing bil-
lions of federal dollars to states to avert their budget crises.

Today’s hearing will focus on one of the largest sources of federal revenue: oil and
gas bonus bids, rents and royalties. In addition, we will focus on one of the best
opportunities we have to assist state governments—by sharing OCS revenue like we
do with onshore mineral receipts.

A very conservative CRS report estimated that OCS development off California
could generate more than $120 Billion in revenue sharing for the State of Cali-
fornia. Money that I am sure the State of California could desperately use. The
same report suggested that the Atlantic Ocean could generate more than $76 billion
in shared revenues from what are even more conservative estimates of the re-
sources.

At a time when the federal government is borrowing record sums of money to
transfer to the states, it seems reasonable and responsible that we should use the
OCS resources available in order to help states balance their own budgets.

Last year, the Democrat Majority passed legislation that locked up 88 percent of
our OCS resources and had NO revenue sharing provision for coastal states. Thank-
fully this legislation died in the Senate and instead Congress passed legislation that
ended the decades long ban on OCS development.

A “no revenue sharing” approach is simply not acceptable. Congress needs to es-
tablish a fair revenue sharing program for all coastal states, expanding this com-
monsense policy beyond the several states along the Gulf of Mexico. This must be
a priority for the Committee and Congress.

JOBS

Second, many of the states testifying before us today have unemployment rates
that are higher than the national average. Knowing that OCS development isn’t just
about energy, it is also about creating new American manufacturing jobs and build-
ing the infrastructure to harness this energy, I wonder the extent to which these
states have examined the job impacts of expanded oil and gas development and
what it would mean to their states.

An American Energy Alliance study published yesterday calculated that opening
the OCS would create between tens of thousands and hundreds of thousands of jobs
in the states testifying before us today. Over the life of production, it would create
over 1.2 million annual jobs across the country.

LNG vs Offshore Gas

Finally, Mr. Chairman, I hope today’s hearing will address our nation’s growing
dependence on imported natural gas supplies. Each of the witnesses before us today
represents a state where there is either an existing or proposed liquefied natural
gas terminal.

From Calais, Maine...to Long Beach, California...terminals to import natural gas
are popping up all across our coasts. Everyone believes that America has become
too dependent on foreign energy. I hope that the witnesses before us will explain
their views on which is preferable: building LNG terminals to make their states de-
pendent on foreign natural gas OR the responsible development of America’s own
natural gas resources in the OCS that will create new job and bring revenue to their
states?

CLOSING

In closing, this issue is of major national significance. America is too dependent
on foreign nations for our energy supplies. We can and should determine the most
responsible way to develop our OCS resources.
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Mr. Chairman, I believe that we can free America from our dependence on foreign
oil, free America from imported foreign natural gas, and invigorate America’s econ-
omy, by harnessing the resources of America’s OCS to create more energy with the
skill and knowledge of the American worker.

I look forward to hearing from today’s witnesses.

The CHAIRMAN. I thank the gentleman.

Do any other Members wish opening statements? If not, we will
go to our colleagues, and we are very happy to have two of them
with us today comprising Panel Number 1. First, is Representative
Sam Farr from California’s 17th District, to be followed by Rep-
resentative Dana Rohrabacher from California’s 46th District.

Gentlemen and Dear Colleagues, we welcome you. We do have
your prepared testimonies, and, of course, they will be made part
of the record as if actually read, and you may proceed as you wish.

STATEMENT OF HON. SAM FARR, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA [17th DISTRICT]

Mr. FARR. Thank you very much, Mr. Chairman and Ranking
Member Mr. Hastings and Members of my old Committee. I really
appreciate this opportunity to testify before you today, and I feel
it 1s quite an honor to be here.

It is interesting you are introducing us because, in California, if
you introduced both of us, you would introduce me as from North-
ern California and Mr. Rohrabacher from Southern California. We
still have this territorial distinction in our great state.

I am a coastal legislator and have been involved in these issues
for a long time, and one thing that I have learned for sure is that
our oceans are sick, and you have heard that testimony in this
Committee over and over again.

I would like to voice my opinion strongly in favor of reinstating
the moratorium. Let me explain.

I represent a district that has the fifth-largest, onshore oil depos-
its in California. We have a vigorous oil drilling program onshore.

Offshore, we have put the entire ocean and coastal area into the
largest marine sanctuary in the United States, and, in that statu-
tory law, we prohibited oil drilling in the ocean.

I am here today to advocate on behalf of the smart use of oceans,
first, on expanded oil drilling operations in the Outer Continental
Shelf, it is clear that these activities are not without risk. The OCS
drilling process offers numerous opportunities for environmental
risks, exploration risks, extraction risks, and transportation risks.

In 1969, the Santa Barbara spill was the type of environmental
disaster that must be prevented. Another spill would be an enor-
mous insult to the coastal economies, the industries and eco-
systems, and an embarrassment to the government that leased the
land for such purposes.

The potential threat they pose is intolerable, and the proposed
minimal benefits from new drilling operations do not outweigh the
potential risk. In political terms, it is high risk, low gain.

Further, the debate on oil drilling seems archaic, given our un-
derstanding of the adverse effects of oil consumption on our atmos-
phere. Our economy seems to be oil addicted, and we have been
talking a lot about how we must be less so.
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If renewable energy sources receive the same level of investment
as fossil-fuel-based sources, we would make substantial strides in
ending our oil dependency. If the goal is to reduce carbon emis-
sions, we might as well get used to the fact that drilling is not the
solution, especially when clean, renewable energy sources are with-
in our grasp, many of which come from the use of the ocean. The
development of ocean tide flows, current flows, thermal energy,
wave motion, and wind energy are all in the energy plans and near
production.

I have long been an advocate for ocean conservation. I am not
alone in holding this view that healthy oceans mean healthy econo-
mies and healthy people. I believe, from your previous hearings,
you have seen fishermen, environmental NGO’s, and President
Bush’s own Commission on Ocean Policy all agree. No discipline of
the Outer Continental Shelf resources should proceed without rec-
ognizing that a type of ocean zoning is essential in the first step.
Look before you leap. Plan before you develop.

The OCS is the host to many different regions ideally suited for
different purposes. There are fishing regions, there are aquaculture
regions, and there is wind farming. There are other regions that
unique to critical habitats and must be conserved.

Sometimes these purposes can occur together, but not always. A
process must be put in place to, first, assess and then allocate
areas of OCS so that the ocean, the industries, and economies all
benefit in a sustainable fashion, and that is the key word: “sustain-
able.”

Finally, both the Pew Oceans Commission and the U.S. Commis-
sion on Ocean Policy highlight urgent need for a permanent ocean
conservation trust fund. The reinvestment of OCS revenue sources
into this fund would represent a durable source of funding the
state and Federal ocean conservation programs. We have put no
money into creating health in the oceans.

Currently, only 25 percent of the OCS drilling is statutorily allo-
cated. Seventy-five percent of the revenue is lost in the general
fund. It is an income just going in and getting lost. Only if a quar-
ter of the 74 percent were redirected to the Ocean Trust Fund, you
would find a huge investment in ocean health. Reinvestment of rev-
enues generated from the ocean to put back in the ocean is a smart
thing to do.

For too long, we have reaped the fullness of the ocean’s bounty.
This bounty is neither inexhaustible or unlimited, and we cannot
expect to take forever without needing to give back.

I ask this Committee to do two things. First, I urge this Com-
mittee to move to reinstate the moratorium on drilling lease expan-
sion. It has been here through many administrations and only ex-
pired last fall.

I urge this Committee to consider any use of Outer Continental
Shelf money as conditional on both good planning for ocean re-
source use and the establishment of a permanent Ocean Trust
Fund.

I would be glad to answer any questions you might have. Thank
you.

[The prepared statement of Mr. Farr follows:]
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Statement of The Honorable Sam Farr, a Representative in Congress from
the State of California

Chairman Rahall, Ranking Member Hastings, and Members of the Committee:
Thank you for this opportunity to testify before you.

Today, you are taking up the issue of drilling on the outer continental shelf
(OCS), as the moratorium was allowed to expire in September of last year. I would
first like to voice my opinion strongly in favor of reinstating the moratorium. I will
then expand on several other corollary issues that this drilling debate has raised.
The state waters of my district, California’s 17th, are entirely protected by the Mon-
terey Bay National Marine Sanctuary and thus my presence here today is not moti-
vated by my desire to protect my own coastline from fossil fuel exploitation. Rather,
I am here to advocate on behalf the oceans: perhaps the greatest natural resource
on earth and one which we all share.

First, on the issue of expanded drilling operations in the OCS, it is clear that
these activities are not without risk. The OCS fossil fuel extraction process offers
numerous opportunities for environmental risk, from exploration, to extraction, to
transport. True, the oil spilled from these sources represents a small contribution
to the total oil spilled into the oceans, but that fact does not negate its impacts. My
own district on California’s central coast may not be subjected to drilling, but we
are not immune from the effects of oil exploitation. A recent small spill within San
Francisco Bay injured birds from my district and in some cases prevented our fish-
ermen from working their normal waters. On a larger scale, the 1969 spill from
Platform A in Santa Barbara is precisely the type of environmental disaster that
must be prevented. A repeat of this event would represent an enormous insult to
coastal economies, industries and ecosystems. Granted, such spills are rare, but the
potential threat they pose is intolerable. The proposed minimal benefits of new drill-
ing operations do not outweigh the potential risks.

Further, the debate on fossil fuel extraction seems almost archaic given our un-
derstanding of the adverse effects of their consumption on our atmosphere. Granted,
our economy is still oil-addicted, but if alternative, renewable energy sources re-
ceived the same level of investment as fossil-fuel based sources, surely we could
make more substantial strides in weaning our oil dependency? If the U.S. goal of
reducing carbon emissions is to be realized, we might as well acquaint ourselves
with the idea that drilling is not the solution, especially when clean, renewable
energy sources are within our grasp. Re-opening the OCS for fossil fuel exploitation
is simply illogical given present concerns over the use of fossil fuels and emission
reduction targets.

There was concern in last week’s hearing that decreasing U.S. fossil fuel exploi-
tation would result in increased foreign fossil fuel exploitation with an associated
greater environmental cost. I disagree with this logic for two reasons. First, as the
number one energy consuming nation, if the U.S. can reduce its own demand, there
will be less production incentive in other nations. Second, as a global leader, U.S.
progress towards independence from non-renewable fuels will certainly have a posi-
tive, long term, global effect.

As you know, I have long been an advocate for ocean conservation. I am not alone
in holding the view that healthy oceans mean healthy economies and healthy peo-
ple. The debate we are having at present brings to the forefront several other key
issues that warrant further discussion: marine spatial planning and ocean conserva-
tion funding.

Unlike terrestrial regions opened for development, there is no comprehensive spa-
tial planning system for the oceans. This is problematic because, like terrestrial re-
gions, the oceans are comprised by a staggering diversity of different habitats and
resources. It is imperative that a system is developed whereby the layout of these
different resources can be assessed and their uses coordinated. The OCS is host to
many regions, some of which will be ideally suited for fishing, or aquaculture, or
wind farming, or wave energy generation. There will be other regions that are
unique or critical habitats, which must be conserved. In some cases, these multiple
uses can occur simultaneously, but in other cases, they are mutually exclusive. A
process must be put in place to first assess and then allocate areas of the OCS so
that the ocean, industries and economies all benefit.

This process is termed marine spatial planning and should begin with a com-
prehensive review of resources in the OCS conducted in coordination by appropriate
state and federal agencies. Then, determinations can be made based on the best
available science as to which resources can be utilized in which places. I believe that
we are on the brink of large-scale development of alternative, renewable energy re-
sources, and it is essential that this development occurs in the most scientific, or-
derly and effective way possible.
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Finally, in their assessments of the state of ocean policy in the U.S., both the Pew
Oceans Commission and the U.S. Commission on Ocean Policy underscored the ur-
gent need for a permanent ocean conservation trust fund. In its 2006 Ocean Policy
Report Card, the Joint Ocean Commission Initiative gave the U.S. an F in the “new
funding for ocean policy and programs” category. In 2007, the grade was a D+.
Clearly, more effort and investment is necessary to address this deficiency.

Given the expected utilization of OCS resources for renewable energy and other
uses, I would urge you to consider the following fact: the oceans are a common re-
source, they belong to everyone. It is incumbent upon current OCS users, who are
extracting billions in revenues from the oceans, as well as future users, to reinvest
a portion of their revenue back into its source, the oceans themselves. I have person-
ally proposed the creation of such an Ocean Trust fund in my bill, HR21, which has
been introduced and referred to your committee. This fund would satisfy the rec-
ommendations of the Ocean Commissions. Reinvestment of OCS resource revenue
into this fund would represent a durable source of funding for state and federal
ocean conservation programs and is a logical reinvestment of revenues generated
from the ocean back to the ocean. This fund would support the focused efforts of
coastal states, territories and agencies in addressing the critical ocean and coastal
science, management and protection needs of our nation and is essential to imple-
ment the many other recommendations of the national ocean commissions.

For too long, we have reaped the fullness of the oceans’ bounty. This bounty, how-
ever, is neither inexhaustible nor unlimited and we cannot expect to take forever
without giving back. I urge you to move to reinstate the moratorium on drilling
lease expansion. I further urge you to consider any resource exploitation activities
conducted in the oceans over the Outer Continental Shelf as conditional on both the
merits of good planning and the establishment of an ocean trust fund and reinvest-
ment in it.

Thank you very much for this opportunity to speak to you today.

The CHAIRMAN. Thank you, Sam. Dana?

STATEMENT OF HON. DANA ROHRABACHER, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CALIFORNIA [46th
DISTRICT]

Mr. ROHRABACHER. Thank you very much, Mr. Chairman and
fellow Members. I appreciate this opportunity to testify on an issue
that deserves a much more serious discussion than it has been
given for these last four decades.

Let me preface my remarks by noting that I am a surfer. I was
proud to be the best surfer in Congress until another one was elect-
ed—that is Brian Bilbray—and now that Duncan Hunter, yet an-
other surfer, has been elected, I am, rightfully, the third-best surfer
in Congress; however, it has been agreed to that I am now the
Chairman of the unofficial, yet powerful, Surfers’ Caucus.

The CHAIRMAN. Is this the ocean?

Mr. ROHRABACHER. With that said, I love the ocean, and pre-
serving it is a high priority for me. I am also a scuba diver, and
if I thought that offshore drilling imperiled the ocean, I would op-
pose offshore oil drilling, but that is simply not true.

Decades ago, there were a few well-published accidents that led
to oil spills. 1969 is a long time ago. We should not be basing our
judgments on what is important for our people, or what is good for
the economy, based on what was done with technology that was
put to use in 1969. That was probably technology that was devel-
oped long before 1969.

The technology since those days has dramatically improved. Hur-
ricanes can go right through our offshore oil operations in the Gulf
of Mexico without one drop being spilled. But even with the old
technology, the chances of an oil spill are much more ominous by
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tanker-delivered oil than by that oil that is provided by offshore
rigs.

In my own district, which has had offshore drilling for more than
30 years, there has been no significant problem with these offshore
rigs, yet, shortly after I was elected, there was a major oil spill
from a tanker, and, remember, the more you say you cannot drill,
the more the environmental radicals have prevented us from doing
that offshore oil drilling, the more oil we have had to deliver by
tanker. They, ironically, have made it more likely to have oil spills
off California and off my district.

So those who claim the mantle of environmental champion and
aggressively oppose offshore oil drilling have, ironically, made oil
spills more likely.

Furthermore, by making us more dependent on foreign produc-
tion, which is not encumbered in many of these countries by the
same safety and environmental standards which I support, the
overall pollution, then, because when we are getting our oil from
overseas, it often does not have these same standards, the overall
pollution and environmental outcome has been a total disservice to
environmental concerns, again, turning everything on its side and
upside down. The environmentalists are ending up arguing for
something that hurts the environment when looked at in a rational
discussion.

So the environmental consequences of restricting offshore oil and
gas development have been exactly opposite to the approach that
we were led to believe. Having scuba dived, which I have, below
and around offshore rigs along California’s southern coast, I can as-
sure you, the local fish are healthy and plentiful.

Their natural instincts, which would drive them away from
something that had something that was going wrong with their
body, their natural instincts, I believe, are better than the political
instincts of those who have been in the forefront of the fight
against offshore oil drilling. But the economic consequences of ban-
ning new offshore oil and gas drilling also need to be addressed.

One of the reasons our economy, I believe, has been faltering is
that it has been weakened, in part, by the transfer of wealth that
comes from buying oil and gas from overseas when we could
produce that same energy domestically from our own offshore oil
reserves. Just off the coast of California, there are enormous un-
tapped oil and gas reserves. The low estimate, and, again, they
made estimates like this, which were low estimates, in the Gulf of
Mexico and found it to be much more oil than what the low esti-
mate was; the low estimate is nine billion barrels of oil, as well as
vast deposits of clean-burning natural gas.

At $40 to $50 a barrel, which, I believe, is what we are going to
come down to, if not $60 a barrel when things all balance out in
the marketplace, at $40 to $50 a barrel, that represents a value off-
shore of California at perhaps $500 billion, $500 billion of wealth,
and, again, that is a low estimate.

Why are the American people being denied this wealth when, of
course, not developing this energy puts it at greater environmental
risk? Why are we denying this to our people at a time of hardship?

The Federal government, as well as state and local governments,
especially in California, sorely need new sources of revenue. It is
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right there. Denying America the benefits of our own country’s oil
and gas deposits is a sin against our people, and it is bad environ-
mental policy, to boot.

Most disconcerting, the real issue, I believe, that has been the
driving force all of these decades and that has led to the restriction
of offshore oil and gas deposits and, again, certainly has not really
been the environment, as I just stated—it certainly has not been
the economy. What has been the driving force that has prevented
our people from having this wealth, to build schools, to provide
healthcare, to make sure that we did not have to ruin our economy
by buying this oil and fuel overseas? What has been the driving
force? The view. It is the view.

I am sorry. Maybe the view is important. That may be might be
environmentally sensitive, to really be concerned about the view.
We have some more serious things to be concerned about. However,
even with that issue, let me suggest that perhaps we could require
a better-looking facade on the part of offshore oil rigs.

In Long Beach, they have beautiful facades, and no one com-
plains. I will tell you right now, if we would not be developing our
offshore oil rigs off of Long Beach, that city would go belly up eco-
nomically.

So, let us require the facades look beautiful. Let us paint them
in green trees, or whatever would make environmentalists happy.

No. I would suggest that we require better-looking offshore oil
rigs, and let me also note, we can put wellheads under the water
now. Again, I am a scuba diver. A lot can be done that was not
done in 1969, with technology that had been developed in the for-
ties.

The fact is that we can have underwater wellheads that have al-
most no chance of spilling, even in the middle of a hurricane in the
middle of the Gulf.

So, it is time for us to quite worrying about the view, start stand-
ing up for the economy and the environment, but also stand up for
our people, who have a right to the benefit of this vast wealth that
is offshore, and especially that is true in this time of economic
hardship.

Thank you, Mr. Chairman, for letting me present my case.

[The prepared statement of Mr. Rohrabacher follows:]

Statement of The Honorable Dana Rohrabacher, a Representative in
Congress from the State of California

Mr. Chairman, members of the Committee, I appreciate this opportunity to testify
on an issue that deserves a much more serious discussion than it has been given
for these last four decades.

Let me preface my remarks by noting that I am a surfer. I was proud to be the
best surfer in Congress until another one was elected, Brian Bilbray. And now that
Duncan Hunter, yet another surfer, has been elected, I am rightfully the third best
surfer in Congress. However, it has been agreed to that I am now chairman of the
unofficial yet powerful Surfers Caucus. With that said, I love the ocean, and pre-
serving it 1s a high priority for me. I am also a scuba diver, and if I thought offshore
drilling imperiled the ocean, I would oppose offshore drilling. But that is simply not
true.

Decades ago there were a few well-published accidents that led to oil spills. 1969
was a long time ago. We shouldn’t be basing our judgments on what is important
for our people or what is good for the environment based on what was done with
technology that was put to use in 1969. That was probably technology that was de-
veloped long before 1969. The technology since those days has dramatically im-
proved. Hurricanes can go right through our offshore operations and the Gulf of
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Mexico without one drop of oil being spilled. But even with the old technology, the
chances of an oil spill are much more ominous by tanker-delivered oil than that
which is extrapolated by offshore rigs. In my own district, which has had offshore
drilling for more than 30 years, there have been no significant problems with these
offshore rigs. Yet, shortly after I was elected, there was a major oil spill—from a
tanker! And remember, the more you say you can’t drill, and the more the environ-
mental radicals prevent us from doing that offshore oil drilling, the more oil we
have had to deliver by tanker! They ironically made it more likely to have oil spills
off California and off my district. So those who claim the mantle of environmental
champion and aggressively oppose offshore oil drilling have ironically made oil spills
more likely.

Furthermore, by making us more dependent on foreign production, which is not
encumbered in many of these countries by the same safety and environmental
standards, which I support, we essentially increase the overall pollution of the plan-
et. Again turning everything on its head, the environmentalists are ending up argu-
ing for something that hurts the environment when looked at in a rational discus-
sion. So the environmental consequences of restricting offshore oil drilling and gas
development have been exactly opposite to the approach that we were lead to be-
lieve. Having scuba dived, which I have below and around offshore rigs California’s
southern coast, I can assure you the local fish are healthy and plentiful. Their nat-
ural instincts, which would drive them away if something was going wrong with
their body, their natural instincts I believe are better than the political instincts of
those who have been in the forefront of the fight against offshore oil drilling. But
the economic consequences of banning new offshore oil and gas drilling also need
to be addressed.

One of the reasons our economy, I believe, has been faltering is that it has been
weakened in part by the transfer of wealth that comes from buying oil and gas from
overseas, when we could produce that same energy domestically from our own off-
shore oil reserves. Just off the coast of California, there are enormous untapped oil
and gas reserves. The low estimate—and again, they have made estimates like this
which were low estimates in the Gulf of Mexico and found it to be much more oil
than what the low estimate was—the low estimates is 9 billion barrels of oil as well
as vast deposits of clean burning natural gas. At forty to fifty dollars a barrel—
which I believe is what we are going to come down to, when things all balance out
in the market place—at forty to fifty dollars a barrel, that represents a value off-
shore of California, at perhaps five hundred billion dollars! Five hundred billion dol-
lars of wealth and again, that is a low estimate. Why are the American people being
denied this wealth when of course, not developing this energy of course put us at
greater environmental risk? Why are we denying this to our people at a time of
hardship?

The federal government—as well as state and local governments—sorely needs
new sources of revenue. It’s right there! Denying America the benefits of our own
country’s oil and gas deposits is a sin against our people and it’s bad environmental
policy to boot. The real issue I believe that has been the driving force all these dec-
ades, that has led to the restriction of offshore oil and gas deposits and again, cer-
tainly not the driving force certainly hasn’t really been the environment as I have
just stated, it certainly hasn’t been the economy. What has been the driving force
that has prevented our people from having this wealth to build schools, to provide
healthcare, to make sure that we didn’t have to ruin our economy by buying this
oil and fuel overseas. What has been the driving force? The view. It’s the view. I'm
sorry, maybe the view is important. That might be environmentally sensitive. But
to be really concerned about the view, we have got some more serious things to be
concerned about. However, even with that issue, let me suggest, that perhaps we
could, require a better looking facade on the part of offshore rigs.

In Long Beach they have beautiful facades and no one complains, and I will tell
you right now if we would not be developing our offshore oil rigs off of city of Long
Beach, that city would go belly up economically! So let’s require the facades look
beautiful, lets paint them in green trees and or whatever would be make environ-
mentalists happy. No, I would suggest that we require better looking offshore oil
drilling rigs and let me also note we can put well heads on under the water now.
Again, I am a scuba diver, a lot can be done that wasn’t done in 1969 with tech-
nology that had been developed in the forties. The fact is that we can have under-
water well heads that have almost no chance of spilling even in the middle of a Hur-
ricane and even in the middle of the Gulf. So it is time for us to quit worrying about
the view, start standing up for the economy and the environment but also stand up
for our people who have a right to the benefit of this vast wealth that is off shore
and especially that’s true in this time of economic hardship. Thank you Mr. Chair-
man for letting me present my case.



12

The CHAIRMAN. I thank both of you. This is normally the time
we allow Members of the Committee to ask the panel questions,
but perhaps I will allow the panelists to ask each other questions.

[Laughter.]

Mr. FARR. We would be delighted.

Mr. BROUN. Do you need a motion, Mr. Chairman?

The CHAIRMAN. Well, before recognizing my colleagues, let me re-
mind them that we do have a State of the Union tonight, and we
have to be out of here by some reasonable hour. I recognize the
Ranking Minority Member, Mr. Hastings.

Mr. HASTINGS. Thank you, Mr. Chairman, and thank both of you
for your testimony. I think anybody listening today probably got
the arguments on both sides right here, and this is what the issue
is all about.

I just want to ask, I guess, both of you, in a broad way. Mr. Farr,
you are concerned about the pollution of the oceans. The data that
I have looked at, the largest contributor to oil in the oceans is nat-
ural seepage, and the second-largest contributor is runoff from
urban areas. By far, way down, is the extraction process.

What is your comment on that, observation on that, statistic,
which is, by the way, well grounded?

Mr. FARR. Well, two things. First of all, I think that this whole
argument has to go to, how do we want to position ourselves in the
future regarding our dependence on oil, and are we going to con-
tinue to be addicted and, therefore, do OCS when you have, I
think, sort of high-risks/low gains.

You know, the economy of California’s coastline is so much great-
er than all of the oil extraction, and that economy is based, like in
a lot of the states, on the beauty and attraction of coast beaches.
The number-one attraction in the United States of America, the
number-one attraction in the whole country, for visitors is the Los
Angeles beaches, and, on those beaches, you are not seeing them
involved with oil spills.

I think, in response to your question about runoff, because we
are killing the oceans—we are dumping everything we do not like
into the oceans that we do not know what to do with, and, at the
same time, we are taking everything that we want out of it, not
only in food supplies but mineral supplies as well.

The oceans are paying a price for that, and we, in California, un-
derstand that urban runoff has a big ocean-pollution problem, and
what we are doing, community by community, up the coast, is de-
veloping a tax base to essentially collect all rainwater runoff and
pretreating it or ponding it before it goes into the ocean, essentially
stopping the pollutants from getting in.

Los Angeles was the first region in the state to do that, and it
has done it extremely well, and I know our community just passed
a bond measure last November to do the same in my district.

So, the seepage has been a problem, but it gets exacerbated, 1
think, by the risk involved, as I said, by exploration risks, by trans-
portation risks, and by extracting risks. I think those give you a
higher degree of potential damage than actual seepage that occurs.

Mr. HASTINGS. Dana?

Mr. ROHRABACHER. Well, there is natural seepage, and, in fact,
again——
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The CHAIRMAN. Have you seen it in your area?

Mr. ROHRABACHER. Yes. I have surfed up in Santa Barbara, and
it is all over my feet, and everybody knows that who surfs in Santa
Barbara. The fact is that if you did not have any offshore oil wells,
the seepage would be worse because the buildup would not be actu-
ally alleviated.

Let me note that the argument that, “Well, we have to get our-
selves off of dependence on oil, thus we are going to restrict the
amount of oil that we produce,” is like saying, “You know, our peo-
ple are eating too much. Let us start restricting farmers.”

I mean, this does not correlate. It is not something that is going
to lead to something good. Restricting the amount of food is not
going to lead people to eat less.

The fact is, restricting oil has done one thing: Restricting oil de-
velopment has led us to buy oil from overseas, and then what hap-
pens? It a much greater risk to transport that oil to us via tanker.
So, it has had just the opposite.

In terms of urban runoff, my good friend, Sam, and I are in total
agreement for those types of environmental controls and emphasis.
I would actually suggest that if we really want to do it right, let
us agree to offshore oil drilling and direct the revenue from the off-
shore oil wells to the communities along the coast who can then
use those new financial resources to deal with the problem of urban
runoff and some of the other major environmental issues that
coastal communities have.

Mr. FARR. Can I add one thing to that point?

Mr. HASTINGS. Let me make this point because my time is run-
ning down here, and that is that if you had revenue sharing, pre-
sumably, states and municipalities along the coast could share in
that revenue to do exactly what you are saying, Dana. Is that cor-
rect? Is that what you are suggesting?

Mr. ROHRABACHER. It is, but I would actually go further than
that. I would suggest that we codify that so a certain percentage
of the funds are not just going to the state but go directly to those
coastal communities opposite that offshore oil development.

Mr. HASTINGS. Sam, and then I just want to make one more
point, go ahead.

Mr. FARR. Last year, we received $23 billion from OCS activity,
and $17 billion of that just went into the general fund. So, you
have a revenue source there that could do a lot of things, and my
point in this was that this Committee, as the Resource Committee,
ought to take a look at that revenue stream and direct it toward
doing some beneficial things for the ocean because it is distributed
back to the states.

It is an awkward formula: The states get money from state lands
oil drilling in the first few miles offshore. Then there is this buffer
zone between the state and Federal lines, and if there is an oil rig
out there, the deposits may be on underlying state lands or Federal
lands, so there is a sharing process for the boundary, and then ev-
erything beyond that boundary just comes to the Federal govern-
ment. Of that, as I said, $23 billion was raised last year, and $27
billion just went into the general fund to go be spent on other
things. I believe that that is the Resource Committee’s money and
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that we ought to spend it on more than just the Land and Water
Conservation Fund.

Mr. ROHRABACHER. Let us have a compromise here, and all the
new revenue should go to the coastal communities.

Mr. HASTINGS. I was going to make precisely that argument,
Dana.

One last point, I want to make: If the issue is to protect the
oceans, and natural seepage is the largest polluter in the oceans—
that is well established—and the second is runoff from urban
areas, there is the option—I say this facetiously—for people that
live on the coast to move inland; therefore, they would not have
their runoff into the ocean. Do you suppose that that is an option?

Mr. ROHRABACHER. [Laughter.]

Mr. HASTINGS. Thank you, Mr. Chairman.

The CHAIRMAN. The gentlelady from Massachusetts, Ms. Tson-
gas.

Ms. TsoNGAS. Thank you very much for your testimony, and I
agree with you, Congressman Farr, and we have heard testimony,
that our oceans are sick. Living in Massachusetts, which is also a
coastal state, we know that to be true, and there is much work to
be done.

An important part of the debate on the use of the Outer Conti-
nental Shelf, then, obviously, has to take into account its impact
on our oceans, and I think that is as true as we begin to look to
the oceans for sources of renewable energy.

I am wondering what your thoughts are on a process that takes
into account, as we look more and more to the oceans for that
source, takes into account the potential impact of using them in
that way, how your state has been working to do that, because it
has been such a leader in looking at the ocean as a source of alter-
native energy.

Mr. FARR. Well, in the past, we have always looked at the ocean
as just out there, this big, flat plane, and treated it as one spot,
but, as we get more and more information, we learn that, just like
on land, there are natural habitats that are unique and that should
be preserved, and there are unique fish-breeding areas and things
like that, as we have done on land.

When you think about San Ignacio Lagoon in Mexico, which the
world opinion has preserved to allow breeding grounds for the gray
whales, and that is, as we discover more of this, we are going to
discover that there are wind zones, there are tidal zones, there are
zones that can be tapped for energy production, and I think that
is what is missing from this, that we have not thought about this
as potential for all kinds of energy development, not just oil and
gas, and we ought to look before we leap, and that is why I think
the moratorium is important. Put it on now so that we can have
a better understanding of what the potential developments for all
kinds of energy uses are in the ocean, not just oil.

Ms. TSONGAS. Do you think that should be a national strategy or
a state-by-state process?

Mr. FARR. Well, it ought to be a national strategy because the
states only have out to three miles; we have out to 200 miles of our
jurisdiction.
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Ms. TsoNGgaAs. Well, as you know, in Massachusetts, we have the
Cape Wind Project, which is on Nantucket Sound, and the process
of citing those wind turn bites has been as contentious as any dis-
cussion we have had about offshore drilling.

I think, as we go forward, we are going to have to take into ac-
count the natural opposition to anything that changes the
sightlines or capacity to use our oceans and our sounds in a rec-
reational capacity, and I do not think just painting trees on any-
thing quite solves the problem.

It is a discussion we have to have, going forward, and yet we all
know how we have to reduce our dependence on fossil fuels as we
protect our natural resources, so thank you for your testimony.

The CHAIRMAN. The gentleman from Colorado, Mr. Coffman.

Mr. COFFMAN. Thank you, Mr. Chairman and both Mr. Farr and
Mr. Rohrabacher.

It is interesting, when we talk about the revenue issue and its
potential for mitigating issues, I know, in Colorado, that we have
a revenue source that is derived from royalty payments for oil and
gas developments that goes to local governments to mitigate any
economic impact that they have in their communities, whether it
is having to build new roads or, because of increased population,
to do the development, to build new schools, whatever the needs
are for those local governments.

I am wondering, what would be the impact if, instead of the Fed-
eral government deriving revenue from the offshore development,
if we simply dedicated those revenues to those local communities
that were impacted by that offshore development, or, certainly, vis-
ually impacted or potentially environmentally impacted, to develop
their own programs to mitigate those effects, or even to use those
dollars for other environmental programs in the marine environ-
ment? Would there be more acceptance of offshore drilling if there
were a better system of dividing the revenue?

Mr. FARR. I do not think you are going to buy off the local com-
munity by sharing the revenues, and I do not think you have the
votes in this Congress because we are very parochial about Federal
money and not wanting to give it to local governments to spend.

In the OCS funds, there are eight statutorily derived funds from
it—they are kind of locked box—and one is American Indian tribes
and allottees, which get money from it, and I am sure your state
receives from it: the Historic Preservation Fund, the Land and
Water Conservation Fund, the Reclamation Fund. There is a thing
called “state share,” which is that boundary-line money, and then
the state share from onshore revenue that they get.

Those are the only funds; 74 percent of the rest of the money
coming in just goes into the general fund.

I think you have to find a national purpose, if you are going to
use Federal dollars, because I do not think the inland legislators
just want the coastal states to get these monies, particularly to
local governments, and that is why I am suggesting that we ought
to earmark a fund, an Ocean Trust Fund, to deal with the aspects
of governance of the ocean.

I am carrying a bill, H.R. 21, and many of you are co-sponsors
of that bill. It will be before this Committee later this year, and
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that is the concept there, to pay for that governance structure with
funding such as OCS.

Mr. CorFrMAN. If I could just go first, is not it a national purpose,
and, Mr. Rohrabacher, if you could also reflect on this, is not there
a national purpose right now, in terms of the economic and na-
tional security of this country, economic security, lessening our
trade deficit, national security?

I am an Iraq War veteran, and kind of tired of having our dollars
go to regimes that do not necessarily like us.

Mr. FARR. Well, I guess that is Mr. Rohrabacher’s argument, that
we ought to drill in U.S. before we buy oil abroad, and that is cer-
tainly a great argument. I just think we ought to be smarter about
how we develop energy systems. I think that is part of this whole
economy, the green energy issue, which has really caught on in
California—that is where the venture capital, private money is
going—and we ought to be appreciative of that and support it.

Look, offshore oil in California is about 10 percent of the entire
California oil supply, the production. It is very little, and it is high
cost to get out to the ocean. I think if you had a lot of oil companies
here, and you asked them, “Would you rather grow onshore rather
than offshore?” they would all tell you, onshore is a lot less expen-
sive and probably safer.

Mr. ROHRABACHER. Let me just suggest that restricting offshore
oil development has not meant that we will be producing energy in
another, more environmentally efficient manner. We, obviously,
now bring it in from overseas, which has made it more likely to
have an oil spill, as I mentioned, but just like our colleague from
Massachusetts can tell you, they have tried to put not oil rigs off-
shore but windmills, and, even with that, you have had total oppo-
sition or enormous opposition.

Solar installation. I have a bill that is asking the Bureau of Land
Management to facilitate, rather than block, the request for per-
mits to put solar energy facilities in our deserts. We have 190 of
these that have been held up for five years because people are
more concerned about the little insects and the lizards and their
habitat than about producing clean energy.

It does not mean, just because we are going to restrict offshore
oil, that we are going to get that energy from someplace else. This
same gang that is opposing offshore oil wells is generally opposing
these other things as well.

We need to do what is in the interest of our country, environ-
mentally, economically, and every other way, and the best thing for
us to do would be to take these revenues from the new offshore oil
revenues, give it to these local communities along the beach to han-
dle the runoff, which Sam and I agree on.

In my own city, Surf City, USA—Huntington Beach—they had a
horrible challenge about finding money to fix the sewer systems.
Let us use that money from offshore oil rigs to fix the sewer sys-
tems in coastal communities.

Now, these are things that would have tangible, positive results
rather than all of the rhetoric we have been hearing for three dec-
ades about what happened in 1969 at the Santa Barbara oil spill.

The CHAIRMAN. The gentleman’s time has expired. The gen-
tleman from New Mexico, Mr. Heinrich.
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Mr. HEINRICH. I wanted to return to this idea you brought up
about more of a zoning approach. I am not an all-or-nothing person
when it comes to OCS, and I do agree with Mr. Rohrabacher that
we should start avoiding the rhetoric and actually move toward
some places where we might have common ground.

I am intrigued by this idea because, obviously, when it comes to
how we manage our surface resources, for example, throughout the
Intermountain West, we take a zoning approach. We do not drill
in national parks and wildlife refuges, but we do drill on many
places where we find that is the highest-and-best use.

I am curious as to what you think some of the steps we need to
take to have a more accurate, zoned approach to OCS resources
would be. As you know, I have spent quite a bit of money in your
district because of, basically, the diving resources that are there.
That is a big part of the economy, and, with all due respect to Mr.
Rohrabacher, I am not really interested in going to Monterey to
dive on an oil rig. That said, there may well be places where that
is the highest-and-best use.

Mr. ROHRABACHER. The fish are pretty good off those oil rigs.

Mr. CorFrMAN. How do we move toward a more accurate way of
looking at this, in a more nuanced way, instead of an all-or-nothing
approach?

Mr. FARR. That question is the problem for the U.S. Government
because we have never had a comprehensive policy about the
oceans. It has all been stovepipe, and we have 144 different statu-
tory provisions relating to the ocean, and almost every single agen-
cy of the Federal government has a different administrative role.

This bill that has actually come out of this Committee—I have
been working on it for about six years—is this whole comprehen-
sive policy that was given to us as recommendations by not only
one oceans commission, but two, one created by Congress, and the
other created by a nonprofit. Their recommendations are very simi-
lar, and they are into this bill.

It is not zoning, per se, because what we do not do is create any
new government. We work with the existing regional processes, but
there is a lot more coordination of decision-making and information
in this so that the right hand knows what the left hand is doing.

I think you are going to hear, in the next panel, what California
has done with its offshore own state lands. They have begun, way
ahead of the Federal government, creating marine protected areas,
essentially, the first part of kind of what are areas that have such
significant biological significance that they need to be protected
from fishing?

There are ones that there are “no fish, no take,” and there are
others where there is a limited take and limiting fishing. Different
styles fit different environmental ecosystems, and you can hear
from the next panel that it was done with a lot of controversy but,
nonetheless, the states put them into place, and way ahead of the
Federal government.

President Clinton directed that we create, in the Federal system,
marine protected areas, but we have not yet done that.

I might add that one of the experts on this whole issue of off-
shore oil drilling, who represents it more than anybody in the coun-
try, is sitting here in this Committee. It is Lois Capps, who rep-
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resents Santa Barbara, and she is certainly familiar with the pres-
sures from both the environmental community and the drilling
community, and that community has developed a lot of expertise in
the risk issue and also the cost-benefit issue.

Mr. COFFMAN. One more question for you real quick, Mr. Farr.
Regarding the idea of the Ocean Trust Fund, I am very familiar
with the Land and Water Conservation Fund. It has had an enor-
mous positive benefit on the State of New Mexico. We have not al-
ways been good about making sure those dollars get spent where
they were designed to be spent. Do you have any concern that we
would create this Ocean Trust Fund but then, you know, fail to
fund it?

Mr. FARR. Well, of the OCS money, only 3.8 percent goes to the
Land and Conservation Fund, and it is set in that fund, but Con-
gress does not always appropriate all of the monies, something that
this Chairman, Chairman Rahall, has been very concerned about.
The money is there, and we have not been appropriating it.

I do think we can put conditions on that Ocean Trust Fund, cer-
tainly, to manage it any way one would think necessary, but I do
think it is important that this Committee create such a fund. We
need a process. We have done that for exploring space, and yet that
policy has not yet been developed for the ocean, and, you know,
that is 73 percent of the planet.

It is interesting that Google—you might have heard it from this
Committee—has always had this site, “Google.earth,” and Sylvia
Earl pointed out that if 73 percent of the earth is not even in your
site, you cannot call it “Google.earth”; you have to call it
“Google.dirt.” But just last month, Google opened up all of what is
known in exploration of the oceans, and it is very, very small.

There is a whole frontier out there, and I think that my point
here is that Congress, in their wisdom—it is a huge resource-policy
issue—is that we really need to look before we leap. We need to
be a little bit smarter about how we are going to approach the
oceans rather than just doing the same old, same old, because
there is oil out there, we take it; there are fish out there, we take
it; and we dump things. We just cannot do that anymore. We have
to be smarter about this, and that is the point of this whole hear-
ing.

Mr. ROHRABACHER. I would suggest that if we are really going
to do this smarter, and I agree with you on some of the challenges
that you have outlined for us, in terms of oceans—again, I am a
scuba diver and a surfer. I want to protect the oceans, setting up
a fund here in Washington, D.C., being managed by who knows
who, whatever special interests managed to get themselves ap-
pointed to head the fund, I think, is a lot less effective than giving
the money to local communities, like Huntington Beach, to correct
their sewer problem, and I think that that will be much better
spent, and the people, locally, know.

We care about the ocean locally. We are in the ocean, and we de-
pend on it for tourists, but give that revenue to the local commu-
nities, not to some national fund, and it would be more wisely
spent. But I agree with Sam that we should be spending much
more money on the oceans. NOAA should have a budget that is
much higher, and, in fact, I think NASA and NOAA should be basi-
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cally on par with each other because utilizing the oceans, like uti-
lizing space, for the benefit of mankind makes all of the sense in
the Wﬁl’ld, and investing in that makes all of the sense in the world
as well.

The CHAIRMAN. The gentleman from Virginia, Mr. Wittman.

Mr. WiTTMAN. Thank you, Mr. Chairman.

Gentlemen, I think you have brought up some great points, spe-
cifically concerning onshore runoff into the oceans. I think we have
all kinds of challenges there—ocean acidification—so I think those
are obviously apart of an issue, and you speak of a comprehensive
ocean policy. I think that is absolutely needed.

If we go back, though, and we get to the energy issue, it seems
like, to me, too, also going forward, that we need a comprehensive
energy policy looking at all of the different sources of energy. I do
not think anybody here does not believe that we should not be pur-
suing aggressively alternative and renewable sources of energy but
also looking at the sources of energy that we have here in the
United States as a bridge to that and, hopefully, getting away from
some of those foreign sources.

Let me ask this. I know both of you all have, what seems like
to me, some things in common but also some differences, but what
do you see as our development of a comprehensive energy policy
and using our sources of energy while we can quickly get to these
alternative and renewable sources that, hopefully, take us into the
future because we all know we are at peak oil production right
now. The world is not going to find any more oil, so that is a de-
creasing source, but we have to make sure we transition.

Obviously, we want to do that safely. Having been an environ-
mental health specialist for 27 years, and looking at the current
technology, it does appear as though we can put proper controls in
place for development of our own sources and minimize risk. Now,
we will never get risk to zero, but I think we can manage it and
minimize it, and I just want to get your thoughts and ideas about
how that part of a comprehensive energy policy should take place.

Mr. FARR. Well, as you know, from your professional background,
that the best investment and fastest investment is conservation.
Use less, and you have more resources to distribute.

California, before you got elected, when I was here, we had the
big energy crisis in California, and I think the joke around Con-
gress was, “It is you, all you Californians out there, in your SUVs
and hot tubs drinking your Merlot. You just deserve to have big
energy costs.”

Well, now, it is very interesting because what we have discovered
is that California, per capita, is the lowest user of energy in the
United States, and how did we do that? That is the answer to your
question. We did it piece by piece. We did it in energy conservation
in building materials. We did it in less water usage, less pumping
charges, irrigation practices. It was just sort of all of these best
management techniques, including business that led it and made
money on it because you buy the equipment from the private sec-
tor.

I think that that is a good lesson, that there is a great economy
out there that has not yet been tapped, and it is doing things and
just doing them smarter.
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Now, that is my point, and there are a lot of green carrots out
there in that stimulus package to get that investment and to get
those things built. I tell you, it works, and, again, the experts on
that for the state are sitting right behind me, and they are going
to be on your next panel, and they can give you a great deal of de-
tail and politics about it.

Mr. ROHRABACHER. I would agree with my good friend, Sam, that
we need a comprehensive approach to energy, and I believe that
those people who are opposing offshore oil are just fencing off an
area that should not be fenced off from a comprehensive approach,
but I certainly am very supportive.

For example, I think that we have invested in solar energy re-
search. I have been in Congress over 20 years. We have been sup-
porting it, the Science Committee, research into solar energy, all of
these years, and that has been bipartisan support, and we have
now reached a point where solar energy is very competitive with
other sources of energy. I believe the comprehensive approach
America should take—I know this is going to surprise a lot of peo-
ple, but the electrification of our country. Transportation and other
uses of electricity should be expanded, and then we should seek to
find clean ways of producing electricity.

We have nuclear power, which is an alternative. Again, some of
those people who claim to be for the environment have opposed nu-
clear energy development, which, in and of itself, as we know, is
a clean source of electricity. They have a thing called the “high-
temperature, gas-cooled reactor,” which now solves the waste prob-
lem, and we should be moving forward in developing these new
types of reactors that are safer and solve the waste problem. We
should move to electrification of our railroads, electrification of
cars. These are things that we should move forward, but we need
to produce electricity then.

The same people who are opposing offshore oil development call-
ing themselves “environmentalists” are opposing windmills off of
Nantucket, and they are also opposing solar energy installations in
the desert because they are concerned about those lizards and ants
and there habitat.

We need a comprehensive and full commitment on producing and
electrifying America. That is the clean source of energy that will
make our air cleaner, keep our oceans cleaner, and, again, I agree
with Sam that we ought to make sure we spend more money on
ocean-related research and activities. Thank you.

The CHAIRMAN. The gentleman’s time has expired. The gen-
tleman from Arizona, Mr. Grijalva.

Mr. GRIJALVA. Thank you, Mr. Chairman. Granted that, in Ari-
zona, we are not as intimate with this issue of offshore drilling as
some of the other states that are represented.

If I may, just a reaction from my colleagues, and thank you both
for your comments today. Recently, Secretary Salazar delayed the
implementation of the previous administration’s five-year plan on
leasing oil and gas exploration offshore. He extended the comment
period for 180 days—that would take us into September 23rd; can-
celed the scoping meetings that were to be held in preparation for
the implementation of the Bush proposal, and, instead, there are
going to be four regional meetings.
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He has instructed appropriate agencies to develop information
about fossil and renewable resources offshore, with the strong sug-
gestion that more information is needed, and how are we going to
obtain that information: cost-benefit, environmental issues, eco-
nomic issues, obviously.

So, your reaction not only to the postponement but to this re-
newed longer process and the discussion of the five-year plan. Mr.
Farr?

Mr. FARR. Well, I support his effort because that was placing a
moratorium, which, frankly, I think this Committee led the effort,
long before I got here, through many different administrations.
Bush I, I remember, was involved in supporting. In fact, the Na-
tional Marine Sanctuary in my area was signed into law by Bush
I. It is the largest marine sanctuary, and it prohibited oil and gas.

I think that there is obviously a knowledge that we need to know
more about the ocean and the impacts on the ocean before we just
continue to do same old, same old policy that treats the oceans like
land. I think that the issue here is probably best stated by T.
Boone Pickens, who has made all of his money in oil, and he is
here telling you, you cannot drill your way out of this problem, and
he echoes Dana’s concerns more than anybody about the importa-
tion of foreign oil.

So, how do we develop this policy? I think that is the big issue.
There are so much smart things to do. Let us not just charge ahead
doing things that we know are not going to be the final solution,
that are not going to be high risk/low gain. So, the moratorium that
he imposed, I think, makes good sense.

Mr. ROHRABACHER. I would suggest that, at a time when our
men and women—I just got back from Afghanistan—a time when
our men and women are being sent overseas, and let us be fair
about it—if we were not dependent on those energy resources over-
seas, we would not probably be sending, or have sent, our people
to Iraq. But for us, then, to hesitate to develop our own resources,
and knowing that when we buy oil from overseas, quite often it
goes to finance governments that are hostile to America’s interests
and, indeed, are financing people who are shooting at our own sol-
diers.

At a time like this, especially, and at a time of vast economic
hardship, when we could use the wealth here rather than sending
it overseas, not only for national security but for our economy, it
makes no sense for us to be delaying the development of our own
energy resources.

There needs to be a comprehensive approach. I am with Sam on
that. We should not just say, “Oh, we are going to just do o0il.” As
I say, I think solar, right now, is competitive with oil in the produc-
tion of electricity. We should be moving toward producing and elec-
trifying our society. Thank you.

Mr. GRIJALVA. Thank you, Mr. Chairman, and I agree. I think
the information that is needed has to be comprehensive, and I real-
ly think it is an opportunity, and I applaud the Secretary, an op-
portunity to look at all consequences, intended and unintended,
with the pursuit of the plan that Bush was proposing. So, let me
thank the gentleman and you, Mr. Chairman.
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The CHAIRMAN. Thank you. The gentleman from Georgia, Mr.
Broun.

Mr. BROUN. Thank you, Mr. Chairman. I would like to ask Con-
gressman Farr a couple of questions to kind of clear some things
up for me.

Do you see a difference between—you used the words “conserva-
tion” and “moratorium on drilling”—just overall, do you see any dif-
ference between conservation and total prohibition of development?

Mr. FARR. I do not understand the question.

Mr. BROUN. Well, as a word “conservation” to you, does that
mean total prohibition of development, or does that mean respon-
sible utilization of resources? What does the word “conservation”
mean to you versus “prohibition”?

Mr. FARR. To me, personally? Well, my life experience is con-
servation has been best-management practices, being smart about
it. We have national parks, but we do not put a fence around them,;
we open them up. We actually contract out to the private sector to
run the parks, the concessionaires. We put roads in them. We put
hotels in them.

We put visitors serving accommodations, and part of that is to
enjoy the incredible natural wonders, but it is also a great edu-
cational aspect for Americans, and it gets them out of doors. It is
the same thing with National Forests, where we actually have oil
and gas development and timber operations and other mining oper-
ations.

It depends on where you are and what the issues, but conserva-
tion is essentially being a smart use of whatever it is.

Mr. BROUN. We could, then, have responsible development of nat-
ural resources, wherever they may be, and still be good conserva-
tionists. Is that correct?

Mr. FARR. Yes.

Mr. BrROUN. OK.

Mr. FARR. Yes.

Mr. BrROUN. Well, then, would you agree to Outer Continental
Shelf drilling if we could guarantee that there are no oil spills from
that operation?

Mr. FARR. Not necessarily. That is what I think the last question
went to. You make a proposal. What I point out is, where are those
oil and gas deposits? We know that from our research, from the
Mineral Management Agency, and prioritizing those along with on-
shore capacity of being able to service offshore rigs, and we have
not done that matchup.

Communities have zoned what they want for the future of their
community, and sometimes just a Federal decision to come in and
plop down an oil rig. It was not a Federal decision up in the cape,
but those are not necessarily in balance with the local economy.

I do not think you have ever been to my district, the Monterey
Peninsula

Mr. BROUN. I have.

Mr. FARR.—but, you know, that area is a small community but
one of the highest tourist communities in the United States, and
what we learned is we sell scenery here. We sell coastal scenery
and mountain scenery and valley scenery, and that is what people
come back over and over again for.
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They like to see things in their natural settings, so the emphasis
goes into local communities on how to plan and how to zone and
how to protect and how to make sure that that scenic look, the
quality of life, is protected in those areas, and I think that is the
same kind of scrutiny that needs to be given to any kind of devel-
opment.

Mr. BROUN. Are you aware, then, how far out can people see, ac-
tually, if they are on the coast? For instance, if there is an offshore
rig that is 50 miles out, can they see it from the shoreline, from
California?

Mr. FARR. I do not know. Lois Capps ought to answer that ques-
tion because there have been proposals that the oil and gas compa-
nies can hide these rigs underwater and do not have to have any-
thing above water, and I do not know whether that is possible, but
I think there is technology out there that can allow for safe produc-
tion of oil and gas.

My point is that, before we just go back into that process—we
have been out of it for a long time with this moratorium—that we
ought to look at all of the aspects on the table and ask a lot more
questions. This is sort of a question of investment, is, where is the
smart use of our limited natural resources?

I think that that is both the scenic resources, and I think that
that is both the scenic resources and the extraction resources that
benefit society, and I think all of these arguments are just do it
with the best management practices that are available, known to
mankind and that they are done wisely. These lease sales are
based on a lot of old data and old information that can be chal-
lenged today, and I think that is why it is so controversial.

Mr. BROUN. Well, I am a conservationist, and I agree that we
need to have responsible development of resources, and I support
an all-of-the-above energy policy that would help promote conserva-
tion and promote alternative sources. Would you support also an
energy policy that is an all-of-the-above to go ahead and develop
our resources that we have in a responsible manner but also look
for alternatives and conservation, all of the other things, such as
nuclear energy, wind, solar, tide, geothermal, et cetera? Would you
support that kind of an energy policy?

Mr. FARR. Well, I think that we have never developed that kind
of an energy policy. That is the point of this Committee’s role in
this discussion, is that we lack that comprehensive commitment.
We have committed to what we know how to do best, which is his-
torical oil and gas development, hydro development.

A lot of people will question whether that is the best way to get
the end result, and, as you know, in California, which is the most
populous state in the union, we are tearing down dams because we
find that there is a higher economic value to a natural system. A
lot of people live off of that natural system, including private sector
fishermen, and they need healthy streams.

So, in every instance, there are trade-offs, and I think, without
having a national policy of what we want to develop, whether it is
going to be nuclear or oil or solar, wind, tidal, whatever it may be,
that we have lacked all of these new alternatives in the mix and
given them a fair opportunity to compete.

Mr. BRouUN. Mr. Rohrabacher?
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Mr. ROHRABACHER. I will just note that Sam did not mention
that certain groups have insisted that we tear down hydroelectric
dams in California. You wonder why things are going screwball in
California? I mean, we are going bankrupt. We cannot pay any of
our bills.

The CHAIRMAN. The gentleman’s time has expired.

Mr. ROHRABACHER. That is the kind of logic

The CHAIRMAN. The gentleman from Maryland, Mr. Kratovil. I
am sorry. Going in order, I skipped Mr. Costa. The gentleman from
California, Mr. Costa.

Mr. CosTA. Thank you very much, Mr. Chairman.

You know, in listening to the discussion here, I am reminded of
the fact that we agree on some basic concepts: one, we ought to
have a comprehensive energy policy. We agree on the fact that we
generally need to figure out ways in which we reduce our depend-
ency on foreign sources of energy.

Where we, I think, get the disagreement is, how do we develop
that comprehensive energy policy, and how do we do it in a way
that is practical and cost-efficient that looks at the near term, the
intermediate, and the long term? And no administration and no
policy in Congress that I have been able to detect thus far has been
able to develop a credible roadmap that uses all of the energy tools
in our energy toolbox because we conveniently, for political or ideo-
logical reasons or whatever, put certain things that we do not want
to put on the table, whether it is nuclear, whether it is expansion,
in the near term, of Federal lands for oil and gas as a trade-off to
take those revenues to further accelerate renewables, and it always
becomes a zero-sum game where, instead of advancing a com-
prehensive energy policy in this country, more often than not, it
seems to me, anyway, to become a political gamesmanship of
“gotcha” as we try to deal with this political constituency or that.

Do either of you two gentlemen, who I know well and who know
the political turf battles that we have in California, want to explain
to me how we get past that?

Mr. FARR. Well, Jim, you and I have known each other a long
time. We served together in the California legislature.

Mr. COSTA. Yes.

Mr. FARR. I do not know if there is a magic way of doing that.
Essentially, that is what politics is all about, and——

Mr. CosTA. But I am talking about the policy. You and I both
understand the politics. I am talking about the policy. I mean, how
do we get there from here? I think the American public is frus-
trated that we cannot seem to sit down, on a bipartisan basis, and
develop a roadmap, using all of the energy tools in our energy tool-
box, near term, mid term, long term, realizing that you have to
crawl, and then you walk, and then you run.

When we put a man on the moon, we did not start with the Apol-
lo program; we started with the Mercury program, and then we
started with the Gemini program, and then we advanced to a
stage, eight years later, where we could go to the moon. I do not
understand why we cannot be practical here.

I think a lot of the practicality is going to require that we sub-
sidize a lot of the old-fashioned energy development, and we have
not subsidized, until recently, in the discussion, the alternatives
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and the new ideas that are on the table. That is what science and
technology is all about.

I think, all things being equal, and you tried to do that some-
what in your energy policy in California, was to allow for con-
sumers to buy green-generated power, to try to use market forces,
that did not work very well.

I just believe that it has not been a balanced—Ilet everybody in
on equal terms, and then allow the marketplaces to decide, but it
has to be equal. We have not made the laws yet to make it equal.

Mr. CosTA. Dana, do you want to take a try at it?

Mr. ROHRABACHER. Well, I think the activists basically control
policy in the United States of America. I mean, activists do, and
we have had activists who were very sincere people who just are
stuck in the sixties, frankly. Yes, OK, we do not live in the sixties
anymore.

Mr. CosTA. You had me until there.

Mr. ROHRABACHER. The fact is, is we have technology now that
is better than we had back in the 1960s, and we have not had one
new hydroelectric dam, not one nuclear power plant, not one new
refinery in 30 years. That has meant at least a trillion dollars out
of our economy that would have been there otherwise.

People should take some serious looks at the fundamentals, and
the fundamentals are, and I agree with Sam on a lot of things he
is talking about, in terms of using smart technology, but there are
some things that are being written off that are now smart that
used to be stupid. For example, nuclear power did have a big prob-
lem, but, right down in San Diego, General Atomics, has developed
a thing called a “high-temperature, gas-cooled reactor” that gives
us tremendous potential in dealing with the waste issue, which has
been one of the main impediments to nuclear energy.

We have new technologies that are going to make windmills—
attachments that you can put on these windmills that will double
the amount of electricity they generate, so they are becoming
competitive.

Solar energy is becoming competitive.

What we need, I believe, is to make sure that we focus our re-
sources on developing and maintaining an open-meter system so
that anybody that puts electricity into the system is getting a cred-
it for it, and maybe even paid for, by putting it in there, and thus
you can do it from all of these various sources of energy. We do not
need necessarily to subsidize people; just let them make a profit in
utilizing the technology that is now coming online.

I think that is the best comprehensive approach to energy that
we could all agree on, and it would, again, make a very widespread
area of the number of people who would be contributing to solve
the problem from many different directions.

Mr. CosTA. My time has expired, but I want to thank the Chair-
man and observe, with both of my colleagues who I enjoy working
with, that I think that the answers to the questions I posed to both
of you still reflect our difficulty in trying to figure out how we de-
velop a process to use all of the energy tools in our energy toolbox
that is near term, mid term, and long term. We just cannot wish
our way from Point A to Point B, and I think that is the frustration
and why we are stuck without an energy policy so far.
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Let me just make a note. Sam, and you and I agree, and some-
times we agree to disagree, but we have removed some check dams
and smaller dams, but, in a water-deficient state as California, we
are not talking about removing Shasta, we are not talking about
removing Folsom, and we are not talking about removing Friant
Dam. We are not talking about removing any of these major,
maybe two-million-acre-feet of water deficiency, in California.

I do not want to mislead my colleagues from other states that
somehow we have really lost our minds in the middle of a drought,
that we are now removing all of the sources of surface supply water
in the state. Nor are we removing what is my favorite dam, every
time we get around this circular conversation, which is Hetch
Hetchy, which is the primary source of water for the City and
County of San Francisco, and which John Muir, the famous John
Muir, who created the Sierra Club, had a stroke trying to save
Hetch Hetchy, which he called the “Little Yosemite,” but it is now
a big lake. We are not talking about removing that dam either.

Mr. ROHRABACHER. Some people are.

The CHAIRMAN. The gentleman’s time has expired.

The gentleman from Texas, Mr. Gohmert.

Mr. GOHMERT. Thank you, Mr. Chairman. I appreciate both of
you all, and I appreciate the viewpoints, and, of course, Texas,
where I am from, we have dealt with some of these issues, and we
have heard Mr. Danson talking about 200 million people in the
world rely on fishing, and, therefore, we should not have offshore
production, but when it was pointed out that, actually, in Texas
Gulf, adding the rigs has caused fishing to proliferate because they
see it as an artificial reef and actually do quite well proliferation
around those areas, and it has actually helped fishing.

In fact, of the 100 rigs that are taken down each year, 10 of them
are reconditioned and sunk in designated places for artificial reefs,
and the rest of them are taken ashore. Some of them are recondi-
tioned and then used again.

I appreciate my friend, Mr. Costa, pointing out what he has, and
I agree also with my friend, Mr. Farr, that we should have smart
use of the oceans. There are critical habitats there, but man and
energy production can go hand in hand, but what I have seen, from
my district, as I have been all over East Texas and continue to go
and talk to people, this transition to, like, solar power, which I
think could end up being our best hope, and hydrogen and some
of the other technologies are terrific, but it seems like solar may
provide the best hope. But as I go around East Texas, the farmers
tell me, “You know, we looked for a Prius tractor, and we could not
find one. We are still having to buy diesel and gasoline, and that
ends up affecting the price of food. It affects everything.”

So, as my friend, Mr. Costa, was talking about, until we get to
that comprehensive picture—and Mr. Farr, you were talking
about—we are shooting ourselves in the foot. Boone Pickens is
often quoted for saying, “We can’t drill our way out of our prob-
lem,” but not everybody knows, he added to that, “but you do not
stop drilling. You drill what you got, and, in the meantime, you go
after all of these other resources.” He is a big advocate for using
what we have got.
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I have been concerned about what this Committee has done in
the last couple of years. We have taken huge amounts of coal, some
of the largest deposits of coal in the world, and put them off limits.
We recently voted to put off limits the second-best source of nuclear
material that we have. We have put off limits most of the Outer
Continental Shelf drilling.

We have put off limits ANWR, and we had a report that if the
U.S. was allowed to pursue the Alaskan resources that we put off
limits, even though it would make a tiny footprint in areas where
nothing grows and nothing lives, it would provide about two mil-
lion-plus jobs around the country, and that, within a few years, it
would have added 349,000 jobs in California as a result of pursuing
Alaskan resources.

I do not really have a question. I think it has all been said but
not said by everybody, but I appreciate your perspective, but we do
need a comprehensive plan, and it just seems like, if we were pur-
suing the offshore drilling and doing it responsibly, I would be all
for using the proceeds that the Federal government got from that
to help fund the future research for the solar and the other things
to let us get to the next generation because, otherwise, we are
going to so hurt our economy, like my friend, Congressman Rohr-
abacher was saying, that we are so economically dependent, we do
not have the chance.

Thank you all for your investment in this Committee hearing.

The CHAIRMAN. There being no question from the gentleman
from Texas, the gentleman from Maryland is recognized, Mr.
Kratovil.

Mr. KrATOVIL. Thank you. That is something that I am still try-
ing to get used to, as a prosecutor, all of us, with our statements
and then rather short questions, but let me say this.

Similar to Mr. Heinrich, I am not an absolutist from New Mex-
ico. I would never say never to opening up additional areas for
drilling, assuming we could do it in a way that was environ-
mentally safe and assuming we weighed the risks of doing so
versus the benefits that we get from it. But having said that, and
Mr. Costa and I actually had a discussion of this outside after a
vote, my question is this: In all of these discussions that we have,
and I asked this of the last panel, we talk about opening up addi-
tional areas, and yet we still have, of the 40 million acres that are
available right now, less than 10 of those are producing.

It seems to me that the question that we are consistently debat-
ing at these panels is the Question No. 2, whether we should be
opening up additional areas when we really have not answered
Question 1, which is, why are we not using the other acres that are
available?

So, my question is, what is your perspective, both of your per-
spectives, on why that is not happening?

Two: Do we think that there is an effective way to utilize those
areas that are already available, and, if there is, why are we not
doing it, and, if not, what are the things that prohibit us from mak-
ing use of those?

Third: Is that factor, the fact that we are not using those, part
of your basis for the arguments that you have of opening up addi-
tional ones or, in your case, continuing the moratorium?
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Mr. FARR. I think that what is new to the whole discussion on
this is global warming. We have kind of debated whether it was
real or not real.

Secretary Chu said something that really struck me, that, under-
neath the tundra is nothing but carbon, and on top and between
the tundra is all of this bacteria that is frozen and that if, just like
meat, if you take meat that you have had in your freezer and put
it in your refrigerator and leave it there, after a few weeks, all of
a sudden, you are going to see stuff growing on that meat. That
is the bacteria that have been there that have been awakened by
no longer being frozen and starting to do their job, and they could
do this job on the carbon in the tundra in the North.

That would be a natural release of carbon far greater than all
of the man-made carbon releases on the planet, and it would be for-
ever, and, certainly, life on this planet would be severely threat-
ened.

So, in essence, we are in a race to see whether we can stop global
warming or hold it at a level before it really devastates, and we
know that this carbon release is the problem.

Why are we trying to spend a lot of money on figuring that out
while, at the same time, saying, “Well, let us go out and just be
more dependent on carbon fuels”?

See, I think that is the big argument, is, how do we get ourselves
off, not just, the United States, but how do we get the world off,
of dependence on this? You know, are we going to find something
that is going to replace 0il? I do not think so, but, certainly, we can
cut down our dependence on it. I think that is the leadership role
that this country has to play.

Mr. ROHRABACHER. To answer your question directly, many of
the people who have purchased the rights to drill in these areas
have found themselves also thwarted by other maneuvers by activ-
ist groups, et cetera. You guys know more about that than I do.

I am on the Science Committee, but I am not on this Committee,
and my guess is that there have been, as we have seen for the de-
velopment of other energy resources throughout the country, there
have been activist groups that, even though someone has a right
to build a solar facility, for example, have a right to build solar fa-
cilities in the desert, you have activist groups right now that have
prevented 190 solar projects from being built in the desert, and
these guys make themselves known to the Bureau of Land Man-
agement, where they have their natural allies, and develop people
inside the Bureau of Land Management, and, all of a sudden, you
find roadblocks being placed in the way of people who have already
purchased the fundamental right to do something.

In terms of global warming—I am glad Sam mentioned that—I
believe that that really is the motive of a lot of people who are just
opposing any new development of oil or coal or gas. It is basically
that they bought into the argument that carbon dioxide is going to
change the climate off the planet. I would suggest that I know that,
15 years ago, we were told that there would be a big jump in the
temperature of the planet. Right now, it has not gotten any warmer
for the last eight years. If their predictions on that were not accu-
rate, I am certainly not going to let their judgments on global
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warming prevent us from having the energy America needs to be
prosperous.

Mr. KRATOVIL. But in response to that, would you agree, then,
before we are talking about opening up these additional areas, that
we would want to address whatever those obstacles are that you
are discussing and the acres that are available?

Mr. ROHRABACHER. You know, there is reasonable opposition,
and then there are people who just are obstructionists because they
are out to save the world, and they are going to do anything, even
if it is not reasonable, unless you agree with every one of their te-
nets of what is going to happen.

Mr. KRATOVIL. I know, but my point is, if you open up additional
acrgs, you are still going to be having those same obstacles, are you
not?

Mr. ROHRABACHER. You know what? I would suggest that we go
to work on the problem of obstructionists, activists, obstructionists,
as well as moving forward with trying to open up new areas for de-
velopment.

We need the energy. We are wasting hundreds of billions of dol-
lars a year going overseas, sometimes to our enemies. It is ridicu-
lous not to have that. Our activists apparently do not care about
that. The activists who are putting the roadblocks in the way ap-
parently do not care about that.

Mr. KRATOVIL. But just a last comment on that. Again, I am say-
ing that I am not someone that would automatically rule out open-
ing up additional areas.

Mr. ROHRABACHER. Right.

Mr. KRATOVIL. But my point is, we are having that discussion,
and, as far as I can tell, no one has really answered the first ques-
tion, which is, “What are those obstacles? What are those prob-
lems?” and, one by one, addressing them in the 40 million acres
that are already available before we start talking about

Mr. ROHRABACHER. I would suggest that this would be a good
subject for a hearing of this Committee of exactly why different
energy projects, including offshore oil projects, have not gone for-
ward, and I think that you will find, in most cases, that there have
been very well-financed activists who have made it their job to ob-
struct and to put roadblocks up. As I say, they are even doing that
with solar energy projects in the middle of the desert because they
are worried about the habitat of insects and lizards.

The CHAIRMAN. The gentleman’s time has expired.

Mr. ROHRABACHER. All right.

The CHAIRMAN. The Chair would advise the gentleman from
California, Mr. Rohrabacher, if he wants an answer to that, to at-
tend tomorrow’s hearing. We will be glad to welcome you. We will
allow him to sit.

Mr. ABERCROMBIE. Mr. Chairman, are we bringing the lizards in
tomorrow?

[Laughter.]

The CHAIRMAN. The Chair recognizes the gentleman from Ne-
braska, Mr. Smith.

Mr. SmiTH. Thank you, Mr. Chairman and colleagues. I appre-
ciate your testimony here today. I believe that, Mr. Farr, I first met
you at your property at a wedding along the coast, and I certainly
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think that it is a beautiful area, and, quite actually, I would be in-
terested in preserving the beauty of that territory as well.

I hope that we can arrive at an agreement, with this entire issue,
that we can satisfy, at least a little bit, both sides.

Now, I have been interested to learn about New Zealand and its
development of hydropower. I believe, if my numbers are accurate,
that 80 percent of New Zealand’s electricity comes from hydro-
power, including, I would say, diverse hydropower, which would in-
clude harnessing tidal pressures.

If there is a problem with the apparatus of a drilling platform
for petroleum, whether it is above water or below water or in be-
tween, you name it, wouldn’t we also have a problem, then, with
the apparatus of harnessing the tidal pressures that would accom-
plish that as well? Can you speak to that?

Mr. FARR. My whole point of my testimony, and I think that the
hearings you are having in this Committee, is that we do not have
a comprehensive energy policy in this country. You are the Re-
sources Committee. You are responsible not only for the wise use
of resources but also for the protection and health of all of the re-
sources, and I do not think, without that, we can be smart about
how we want to then harness energy and the risks involved.

There is a macro argument, which I think Mr. Costa was bring-
ing into, is the macro argument about developing that policy, and
then there is the micro argument about each one of those develop-
ments, whether it is oil and gas, nuclear or wind or solar, whatever
the controversy being, where and place, and I guess that is what
leads me to the fact that we have to be smarter about where we
fvant to do this and start developing an opportunity to do it smart-
y.
I am not trying to endorse or suggest that one is better than the
other. I just think that we need some time. We need a moratorium
on just going over offshore well drilling.

I am very protective of the oceans. They are sick. Everybody will
com&: in here and tell you, the oceans are dying. If the oceans die,
we die.

Mr. SMITH. Right. But wouldn’t a moratorium impede our ability
to have a comprehensive policy?

Mr. FARR. No. It is a moratorium. It is not permanent. It gives
you an ability to breathe, an ability to look at all of these other
options.

Mr. SMITH. But you are saying that would not remove OCS from
the table.

Mr. FARR. Oh, no. Moratorium, it is temporary.

Mr. SMITH. But doesn’t the permitting process that would accom-
pany

Mr. FARR. The ban is permanent. Excuse me?

Mr. SmITH. But doesn’t the permitting process effectively engage
a moratorium?

Mr. FARR. A moratorium stops the permitting process.

Mr. SmiTH. Right. So, isn’t the permitting process rather rig-
orous, as it stands right now, or is it not rigorous enough?

Mr. FARR. I do not know. I have been through those lease/sale
arguments on our coastline and got very involved in it, and, frank-
ly, every time, regardless of administration, we have been able to
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convince the administration that it was high risk/low gain, and
they took it off the lease/sale charts, and then we created a Na-
tional Marine Sanctuary, and, in that, statutorily prohibited oil
and gas development.

So, my backyard is protected, and I am here because I think
that, as Congress, we need to commit ourselves to being respon-
sible for the oceans.

Mr. SmiTH. Well, I appreciate that. When we look at the com-
prehensive approach that we absolutely must engage, I hope that
we can keep everything on the table. That is what I would like to
do. Mr. Rohrabacher?

Mr. ROHRABACHER. Well, again, when we are talking about off-
shore drilling, which is, I guess, the subject that we are supposed
to be focusing on today, it has nothing to do with the health of the
ocean.

I am a scuba diver. I am a surfer. I am in the water a lot, and
I would challenge Sam to a surfing contest right now, but I think
it would be unfair. But the fact is that this has nothing to do with
the health of the ocean. It has everything to do with the view. The
people up on Nantucket did not want their view disturbed by wind-
mills, for Pete’s sakes.

'Il‘II})e CHAIRMAN. Have you had your triplets on surfboards as
well?

Mr. ROHRABACHER. Actually, I have had my kids out on boogie
boards, at this point.

The CHAIRMAN. Reclaiming my time.

Mr. ROHRABACHER. They will be surfers soon.

And, again, the view is important, and I think maybe we can do
some things and require some things that would protect the view
for those rigs that will be within sight of the coast. In Long Beach,
we have facades on top of offshore oil wells that are very beautiful,
and people like them. Also, wells can be underwater. But it has
nothing to do with the health of the ocean.

Mr. SmiTH. Right. Now, Mr. Farr, did you say earlier that you
would be agreeable to, like, a zoning type of approach?

Mr. FARR. No. I do not want to get that controversial, at this
point because that is debatable, but it seems to me that without
comprehensive policy, and, look, I have another bill coming before
this Committee, and it does not get into the micro details; it sets
up sort of the governance structure so that all of these things can
come to bear, so that we have one-stop discussions.

Right now, we have just conflicts of the sea, where the Navy and
Interior and Commerce and NOAA, they are different aspects of
governance, and it is very complicated and, actually, not very
smart.

Mr. CosTA. Would the gentleman yield for a moment?

Mr. SMITH. I do not know if I have any time, but, with the Chair-
man’s permission, I would.

The CHAIRMAN. The gentleman’s time has expired. The Chair
will recognize the gentlelady from California, Mrs. Capps.

Mrs. Capps. Thank you, Mr. Chairman. I actually want to thank
you for a series of hearings, this being the second one. Are you sug-
gesting that I yield at the moment, because I will have a pretty
packed five minutes?
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The CHAIRMAN. It is your time.

STATEMENT OF HON. LOIS CAPPS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA

Mrs. CAPPs. Thank you. I would like to use it, if I could. I hope
there is more time later—a series of hearings on offshore drilling,
and thanks to my neighbor colleague, Mr. Farr, acknowledging that
I am the sole Member of this Committee, I believe, who represents
a congressional district impacted by offshore and gas development.

These are very useful hearings, and maybe yours is as well, Mr.
Rohrabacher, but I appreciate the fact that, though you represent
Huntington Beach, you still enjoy coming up to Santa Barbara once
in a while to surf. Let that be part of the record as well.

Today’s testimony on the state perspective, I believe, is really
going to help guide us in drafting our legislation, but I do want to
pick up on a couple of themes that came up in our last hearing,
and I also want to say thank you to our colleagues. Usually, a
Member of Congress comes to testify, gives five minutes’ worth,
and gets up and leaves, and you are really spending an inordinate
amount of time, and I think it is very valuable that we have this
opportunity to share, particularly, I guess, as a Californian as well,
}‘n between the two districts that are represented here on the plat-
orm.

Mr. Broun mentioned, and it has come up since then, about the
distance from shore and the view. I submit that the view is not the
issue. Routine toxic discharges from rigs is the issue, or, at least,
one of the basic ones, and these spills impact our ecosystems and
our fisheries and all that we value about our oceans.

For example, just last week, Federal and state officials inves-
tigated an oil spill at Exxon-Mobil’s platform, “Harmony,” four
miles from the shoreline in my district. This spill stretched for
about a mile, but it was from lubricating oil for the platform and
not oil pumped from the well, but, all the same, it is a reminder
to all of us that this business of drilling is dirty, and it is often a
very dangerous business. These spills happen regularly. Thank-
fully, our state’s Office of Emergency Services was on hand to deal
with this spill.

One other topic came up again today that was addressed, but it
was at the last part of the hearing, the last time we met, and it
has to do with natural seeps. The anecdotal evidence was sub-
mitted today. It was submitted before.

I happen to be the representative of the constituent whose orga-
nization, “Save Our Seeps,” is promoting the notion that offshore
drilling reduces the seeps because it is extracting the oil another
way, and, actually, the whole thesis is based on a study done by
a person from U.C.-Santa Barbara who, himself, submitted a letter,
which I submitted to the testimony, disassociating himself from
that movement because he states that the evidence is clearly not
there, and, in fact, that it is impossible to distinguish the tar off
your feet, which is the anecdotal evidence, as to where it comes
from, that there is no way of determining that it is from a natural
seep, whatever that is, or from a platform.

In fact, the anecdotal evidence seems to be that the seeps are
still there, but the offshore drilling apparently has not made a dif-
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ference in all of these years that that has been happening, and I
would suggest that, before this becomes a reason for continuing
drilling, we ought to have a lot more studies of that fact.

But I want to, rather, pivot to the future and the real basis for
what these hearings are intended to do, and I want to associate
myself with the remarks that are commending Secretary of the In-
terior Salazar for delaying the schedule for implementing the five-
year plan but wanting to use this time to develop a comprehensive
energy policy.

While we are meeting here, and that is the reason I was late,
there is another hearing going on in another committee having to
do with efficiency in energy use as it relates to climate change.
These are huge topics, and it is very worthwhile that we look at
offshore oil drilling as once piece of what now we need to see as
a major energy policy, and the truth is that environmental con-
sequences are just one reason to oppose offshore drilling, and, in
fact, we really do need, for a variety of reasons, many of which
have been emphasized here today, we need to shift away from
using fossil fuels. That has been one of our major sources of energy,
and they are not going to be sustainable for the future and that
that is one of the major reasons we are involved in this discussion,
and that is why I commend the Secretary.

But I also have to give a lot of credit to my neighbor, Sam Farr,
for being a pioneer, really, in “Oceans 21” and acknowledging the
fact that the two studies that have been conducted are only further
evidence of the fact that we really desperately need a comprehen-
sive oceans policy as well.

In a way, they need to sit side by side, the oceans policy and then
our energy policy, and they are directly related, one to the other,
because until we understand more of what the ocean means to our
very survival and also to our way of life, then we will not really
understand how the pieces of how we want to deal with energy re-
late to that overall picture.

Now, I want to ask you a particular question, Sam. We have
been hearing a lot about oil drilling generating revenue for coastal
communities. The fact is that these communities would likely see,
is it not true, a fraction of the money that companies promise
them, and, at the end of the day, we have to live with the projects
for decades? The whole leasing apparatus that MMS conducts is
based on studies that have been done that are a guesstimate, real-
ly, at best, of what is going to come to live with.

A lot of the numbers are speculative, and many of them are all
over the map, and if these projects are not successful, and we are
living with some of those consequences, too, communities do not get
any money, and they do live with the rig and the platform for years
and years to come. Maybe you would like to comment on that piece
of it, but also—the red light is already on—I hope you have been
able, Mr. Farr, to give an overview of why it is that we need an
Oceans 21 policy.

Mr. FARR. Well, we need a comprehensive policy, and, in that
policy, we need a trust fund that we need to have some money for,
and that is the bill. One source could be this OCS fund, of which,
I pointed out, 74 percent just goes into the general fund, and I
think this Committee ought to be concerned about that.
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Look, California is certainly not the leading, but it is up there
in the major oil-producing states—we do not think of California so
much as a big oil state, but it is. It also, because it is a coastal
state, is a refining state, so oil comes from other places into Cali-
fornia, and that is the shipping. We actually have reduced the
amount of shipping because we got bigger ships, and a lot of our
coastal-dependent energy development has switched to natural gas,
which is shipped by pipeline and not by sea.

But of all the oil and gas produced in California and the revenue
thereon, only 10 percent comes from offshore, and I think it is im-
portant that the state, because OCS is more of a Federal decision
than a state decision, but California, as a state, has taken a posi-
tion that they have a moratorium on oil and gas development in
their state waters and have strongly supported moratoriums here
at the Federal level.

I think that, again, being a state that is in the oil business, I
think they are being away ahead of the Federal government in de-
ciding to look before we leap, to look at the alternatives. California
has developed hydropower, nuclear power, solar power, wind
power, biomass power, geothermal power with our volcanic, in
Northern California. We are probably more diversified in power
production than any state in the union, and we are looking for even
more, essentially, these ocean currents and things like that.

Here is the point of the whole thing: One, to get a comprehensive
policy about how we manage the oceans, which goes far beyond just
the energy issue, and, in the meantime, as this hearing has been
asking, is, do we reinstate the moratorium? And I think the answer
is yes.

Mrs. CApPPs. Thank you.

[The prepared statement of Mrs. Capps follows:]

Statement of The Honorable Lois Capps, a Representative in Congress from
the State of California

Thank you, Mr. Chairman.

I'm pleased our second hearing on offshore oil and gas drilling before this Com-
mittee will focus on coastal state perspectives.

As one of six states producing oil and gas off their coasts, my home state of Cali-
fornia has done its part to provide energy to the nation.

The 23 oil and gas platforms found off my congressional district, for example,
have produced more than 2 billion barrels of oil over the years.

But oil development off our coast has long been a thorny proposition—beginning
in 1908 with the Santa Barbara Chamber of Commerce’s opposition to the construc-
tion of an oil pipeline on Stearns Wharf.

And as was discussed at our last hearing—the devastation from thel969 Santa
Barbara oil blowout was so great it galvanized Central Coast residents; indeed it
galvanized virtually the whole state, against more offshore drilling.

Clearly, Californians were outraged by the damage to the environment and wild-
life.

But we also realized that another blowout would wreak havoc on our economy as
well, especially tourism, fishing, and the industries that rely on them.

So Californians became committed to ensuring it wouldn’t happen again.

Mr. Chairman, a little history might be in order here:

Since 1969, 24 city and county governments, including both Santa Barbara and
San Luis Obispo counties, have passed anti-oil measures.

These laws usually require voter approval before any new onshore facilities to
support offshore drilling could be built or they ban them outright.

In 1994, the California Legislature passed, and then-Republican Governor Pete
Wilson signed into law, a permanent ban on new offshore oil leasing in state waters.
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Every year since 1999, the State Assembly has adopted a resolution requesting
that the Federal Government enact a permanent ban on offshore drilling off the
California coast.

T've introduced a bill every Congress to enact such a ban. And I have been joined
by a majority of my California colleagues in supporting this legislation.

Our Governor has stood his ground on offshore drilling, too, stating recently “I
am unwilling to put our environment at risk for the sake of new energy exploration
on California’s coast.”

In 2006 Governor Schwarzenegger signed the “West Coast Governors’ Agreement
on Ocean Health” further representing his commitment to reduce offshore energy
impacts.

These actions have been met with widespread public acclaim.

Most recently, 60% of the citizen comments from California opposed the Bush Ad-
ministration’s new proposed 5 year oil and gas leasing program.

The public knows ruining all of our coastal areas in an effort to drill our way to
“energy independence” isn’t going to work.

And that’s why coastal communities continue to speak—in strong bipartisan
voices—to protect their sensitive coastal resources and productive coastal economies.

Mr. Chairman, I am dedicated to working with you and my colleagues on this
Committee to develop positive solutions to our energy needs.

It’s time to commit to alternative energy sources instead of increasing our depend-
ence on fossil fuels to help meet the energy needs of the nation.

Thank you again for your leadership in calling this hearing.

The CHAIRMAN. The gentlelady’s time has expired. The
gentlelady from Wyoming, Mrs. Lummis.

Mrs. Lummis. Thank you, Mr. Chairman. I join Representative
Capps in complimenting you for being here today and staying and
involving yourselves in the discussion. I, further, want to com-
pliment Representative Farr for his idea about creating a trust
fund.

Wyoming has a Permanent Mineral Trust Fund. We created it in
1974, so we could take our nonrenewable resource, oil and gas and
coal, and take the revenue off that, or a portion of the revenue off
that, and convert it into a permanent resource, which is cash, in-
terest income off state investments.

As state treasurer, I managed Wyoming’s Permanent Mineral
Trust Fund and the diversification of the permanent fund revenues
into an income stream that, last year, was the largest source of in-
come for the state’s general fund and, in normal price of oil and
gas and coal years, is the second-largest source of income for the
state’s general fund.

I would encourage you to look at the Wyoming model, the Alaska
model, the Alberta model, and, particularly, the Norway model, as
great examples of taking these nonrenewable resources—oil, gas,
coal, and other hydrocarbons—and converting them to this renew-
able resource.

In fact, Norway Fund looked at the price of oil from the year
1900 to the year 2000, and if you had left it in the ground versus
invested it over time, the returns on the investment of producing
it and converting it into income that can be used, of course, over
and over—it regenerates itself by the country of Norway—created
an enormous plus for the people who live there.

The fact that you want to use this income off this fund, and I
would encourage you to look at it as a permanent fund with a per-
manent corpus that is inviolate, the interest income of which could
be used to conserve the oceans, or whatever renewable project you
have in mind, is a great way to solve a number of problems—the
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income problem, having a constant source of revenue to do it—and
also to be part of the global sovereign wealth cast of characters.
You know, the United States is the largest debtor nation in the
world and does not itself have a sovereign wealth fund, so I am a
big advocate of your idea.

I also have a question for Representative Rohrabacher. I chose
to schedule my mid-life crisis and went to a surfing school off the
coast of your beautiful state and learned, at that time, that when
it rained during the night, the surfing school was suspended the
next morning because of the runoff into the ocean. That became a
hazard to those of us who were trying to learn how to surf, particu-
larly me because I was swallowing a lot more of the ocean water.

Mr. ROHRABACHER. What city were you in?

Mrs. Lumwmis. I was in Ladolla.

Mr. ROHRABACHER. Ladolla?

Mrs. LuMMIS. Yes.

Mr. ROHRABACHER. All right.

Mrs. Lumwmis. “Surf Divas” is the——

Mr. ROHRABACHER. There is a fine break in LadJolla called “Tour-
maline,” and I have surfed there many times.

Mrs. LummMis. Well, it was magnificent. As I said, I did swallow
enough of the water to probably absorb the effects of global warm-
ing in the ocean, but it was wonderful.

Mr. ROHRABACHER. You are absolutely right. After it rains, there
is a major urban runoff problem in California and throughout the
United States. Whenever it rains, all of the bird droppings and dog
droppings and all of the other stuff that accumulates in an arid
temperature is washed right into the ocean, and we surfers know
very well that we should not be in the ocean the next day after a
rain, sometimes two days after a rain.

Mrs. LuMMIS. Yes.

Mr. ROHRABACHER. And I would agree with Sam that we need
to tackle that. I think resources from offshore oil drilling dedicated
so that local communities can actually confront that challenge
would be a very good use for the resources. I would say, however,
the admonition is, that should not be controlled at the national
level at some trust.

If, in Wyoming, we decided that all of the oil revenue from
around the United States would be in a national trust rather than
a Wyoming trust, you would have been left out of the decision-mak-
ing process of what to do with that money in Wyoming.

We should get this money down to the local area, and, as you are
pointing out, there are some very important needs to focus on in
the coastal areas.

Mr. Costa. Will the gentlewoman yield for a moment?

Mrs. Lumwmis. Indeed.

Mr. CoSTA. Just to underline the point, and I made it last
week

Mr. ROHRABACHER. Yes.

Mr. CosTAa.—and it is what frustrates me, in part, about this con-
versation, the National Academy of Sciences, in a study done in
2002, the most recent, comprehensive examination, is the greatest
source of pollution that impacts the oceans that Sam cares about,
that Dana cares about, that we all care about, is nonpoint-source
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pollution; it is a result of 85 percent of the pollution of the oceans
around the world.

We had a billion and a half people living on this planet 200 years
ago. Today, we have six billion people living on it, and lots of peo-
ple live around the oceans of the world.

In California, Sam knows, we have tried, and water bonds that
I have carried provided funding for point- and nonpoint-source pol-
lution. You were the strongest advocate to make sure that there
was a dedicated fund for the nonpoint-source pollutions.

We are focused here on what is, at best, five percent or 10 per-
cent of the problem, while 85 percent of the degradation of the
oceans is a result of nonpoint-source pollution and overfishing.

Mr. ROHRABACHER. I would suggest not even that. I would sug-
gest that getting our oil from offshore oil rigs is a much cleaner
and much safer, environmentally, way of getting oil than by tank-
er.
Lois Capps said, in 1969, there was a big oil spill off Santa Bar-
bara. We all remember that. That was 1969. The fact is, all of the
major oil spills since 1969 have been from tankers. The Exxon
VALDEZ accident up in Alaska, which was a catastrophe; that ship
was headed for my district. It was headed for Long Beach. Now,
the fact is, it could have had an accident closer to my beaches, and
that is wrong, and the fact is, we have had offshore drilling for 30
years with no significant problems.

Now, yes, there is some oil that gets spilled in the water when
they are greasing their equipment. OK. Let us try to regulate that,
control that. I bet you that company is fined for what they did, but
I will tell you, the risk of a major oil spill that is brought on us
by a tanker is a so much greater threat to our environment than
having some oil dripping off the rig as you are trying to grease the
machinery on the rig.

With that said, I agree with you, what you are saying, but I
think that, even in that five percent-area, it is better to have off-
shore oil than to bring that oil in by tanker, which is what happens
when we do not develop our offshore oil resources.

The CHAIRMAN. The gentlelady’s time has expired.

Mrs. LummMis. I applaud the discussion, and I thank you, Mr.
Chairman.

The CHAIRMAN. The gentleman from Hawaii is recognized, Mr.
Abercrombie.

Mr. ABERCROMBIE. Thank you, Mr. Chairman.

I want to follow up, Mrs. Lummis, on your observations. As a
new Member, I commend to you from last year what we call a
“nonpartisan bill” here, H.R. 6709, “The National Conservation,
Environment, and Energy Independence Act,” that we put together,
a group of Members—no lobbyists, no staff—just to prove, I sup-
pose, that Members are not total dolts.

It goes to precisely what you are talking about here: Can we use
the existing carbon-based resources that we have as a bridge to an
alternative-energy future by subsuming the royalties and the pay-
ments and the fees associated with it to invest in renewable en-
ergy, et cetera?

Mr. Bishop worked with us on that, Mr. Costa, and our much-
lamented retired friend from Pennsylvania, John Peterson, a real
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genuine loss to this body, who was instrumental in putting us all
together—in fact, alerting us all to this in a very, very positive and
productive way—and we intend to carry through with that and in-
vite, obviously, Mr. Farr and Mr. Rohrabacher to join with us to
try and do the same thing this year.

We are going to revise it. I know that Senator Reid and others
are now proposing to put together a National Energy Grid and to
modernize that, and this will become part of the bill.

Mr. Rahall has been very, very sympathetic and empathetic to
this process of trying to put together something. In fact, he just put
out an editorial today which was sufficiently ambiguous to encour-
age me, so I am going to proceed further with that.

I would welcome your participation in that as well. The whole
idea, I think, of the offset if very, very important.

Mr. Chairman, I have really no questions for the two witnesses,
other than to put on the record that we intend to move forward
with this. We are working on it right now, the staff, so anybody
who is listening now, if you want to participate in this, get in touch
with our staffs, Mr. Costa, myself, and Mr. Murphy in Pennsyl-
vania, and others. We will be putting together a group.

We consciously submitted it with three or four Republican and
Democratic sponsors from the beginning, and then I think we had
a list of about 20 Republicans and 20 Democrats, and we just cut
it off arbitrarily, not capriciously, I assure you, but cut it off, at
that point, just to introduce it to show that we had no intention
of letting this devolve into a partisan rhetorical contest, but, rath-
er, could we deal with offshore and onshore leasing of resources—
natural gas was the impetus to all of this—could we get at the nat-
ural gas resources?

We think it is more important now than ever to be able to do
that, precisely because of the price of oil dropping. We want to get
past this spiking and dipping of carbon-based resources to be able
to do this.

One last thing, Mr. Chairman. I met with the counsel general of
Norway in Hawaii just recently, somewhat dumbfounded that he
would have a particular interest in us, but it is because Norway
is in the advance of many other places in the world, in terms of
its environmental consciousness, as embodied in law and legisla-
tion, and its understanding of how to apply the most modern tech-
nological means to ensure safety with regard to the exploration and
extraction of carbon-based resources, and he saw Hawaii as a tem-
plate, as a demonstration place, for alternative energy resources, so
we are going to be working together on that.

I do believe this is not just a national question for us but an
international question as well, particularly in light of global warm-
ing and what that might do to the oceans. Thank you, Mr. Chair-
man.

The CHAIRMAN. The Chair will respond to the gentleman from
Hawaii. If he thinks my article was ambiguous, it is in order to en-
tice him to read it a second, third, and fourth time.

Mr. ABERCROMBIE. My thoughts exactly.

The CHAIRMAN. The gentleman from Louisiana, Mr. Fleming, is
recognized.



39

Mr. FLEMING. Thank you, Mr. Chairman, and also thank you to
the gentlemen, our witnesses today, for their hard work.

First of all, before I get to my question, I want to respond to a
comment from my colleague, Mrs. Capps, and that is from this
paper, Derek Quigley, et al., which is an environmentalist re-
searcher, and, just very briefly, part of the conclusion.

It says: “A spacial coincidence between offshore oil production at
Platform Holly and the observed decrease in seepage around Holly
are probably related and attributable to the impact of oil produc-
tion on reservoir pressure.” This goes back to comments made by
Mr. Rohrabacher. “Oil production from the Monterey formation oil
and gas reservoirs caused subsequent declines in reservoir pres-
sure, thus removing the primary driving mechanism of the seepage.
This finding implies that worldwide oil production may lead to de-
clines in natural emissions of hydrocarbons on a global scale.”

I think that is a very powerful conclusion, Mr. Chairman, but let
me get to my question.

I want to get to the end-game question here on a lot of this. I
have heard testimony—this is our second set of testimony—that
addresses this issue about offshore drilling, and when we are able
to show things like, well, there is much less oil spillage. We have
go(rile far beyond that. We have the technology that is much better
today.

Then somehow the argument turns to, well, it is all about the hy-
drocarbons, the CO; that is in the air.

Then when we talk about, well, alternative forms of energy, we
get into windmill, but then we hear Ted Danson, who says he does
not want it in his backyard.

We talk about solar, and we hear about, I guess, lizards and
bugs. They do not like that.

Nobody seems to want nuclear these days. So, my question is, is
the end game, from an environmental standpoint, and, trust me, I
believe in being good stewards with our environment—I am not at
all promoting anything other than that, but is the end game that
we return to the Stone Age? Is the end game that we go to horse
and buggy?

I sort of picture in my mind movie stars coming to the Emmy
Awards or the Academy Awards in chariots instead of limousines.

So, my question for both of our witnesses today is, this seems to
be a very sinuous, and sometimes circuitous, argument, that as
soon as we begin to trap it down to one or two items, somehow it
is a moving target, and we are going to something else.

T}‘l?e question is, really, what is the end game in all of this discus-
sion?

Mr. FARR. I do not think we have an end game because we do
not have a policy, and so what happens, if you just sort of same
old, same old, you are going to end up, I think, causing—you may
have an end of lots of things.

Look, Mr. Rohrabacher and others have talked about the fact
that there are permitting problems with some things, but let us
look at the record. California has probably more solar houses than
anyplace in the world, more use of reclaimed water for reclamation
for agriculture, and my own district has the largest reclaimed agri-
culture use of water in the United States.
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It is these alternatives that have come along that are smart and
are better, and I think that is what we are asking for in this. Let
us give us time to be smarter about the end game, and not all of
the alternatives are given an equal opportunity to compete.

Developing resources are also wanting to be dealt with fairly;
that is, if there are subsidiary, or if there is tax policy, they want
to be treated equally so that they can compete equally, and if you
can compete equally, then the market can determine price, but if
your competitor has all kinds of advantages that you do not have,
then you cannot compete fairly, and the common business practice
is a level playing field.

I think what the discussion here is, what is it going to take for
the United States of America to develop a level playing field for all
kinds of fascinating ideas that can produce energy? And I do not
tﬁink there is ever going to be one. I think it is going to be all of
these.

I think we are going to continue to drill for oil and gas in the
United States, but we have to have an awful lot of other opportuni-
ties because of just the discussion about distribution networks. We
spent a lot of money on the stimulus to make sure they work. You
can produce the energy out in the middle of South Dakota, but how
do you get it from the wind farms there to places that use it?

The moratorium is a time-out, and that is what this discussion
is about.

Mr. ROHRABACHER. Sam and I, you know, look, we both want a
clean environment, and we both are concerned about the health of
our people, and water reclamation in California is something I
have been a long supporter of.

In Orange County, we have a major, cutting-edge, water-reclama-
tion project that I have been very honored to support over the
years, but let me just note that the standard of living that we have
in California and elsewhere, we are coasting on things that were
done years ago.

There have been no hydroelectric dams built in California, or
anywhere else in the United States, for 30 years. Yes, we do have
people in California that are tearing down hydroelectric dams, even
though they are smaller, but they are also opposing building new
hydroelectric dams, which would take care of our people’s needs.

We have not had any new nuclear powerplants built in this coun-
try for 30 years. We have not had any new refineries built for 30
years. Yes, we have had a national policy, all right. The national
policy has been not to develop our energy resources, and we have
had activists with very high-sounding, you know, goals and rhet-
oric, but the fact is, that rhetoric has led us to a situation where
billions, hundreds of billions of dollars, have been sent overseas
now to buy energy that we could have produced at home.

I agree with Sam that we should be developing these new energy
resources. I think we have come to the point now, as I say, where
solar will be competitive. That is why I think that the national pol-
icy should be an open-meter system. If we are going to spend
money, let us subsidize an open-meter system so that anybody put-
ting energy into that grid will get credit for it, and it is going to
require us to subsidize it to do that because, right now, people are
paying money to get into the grid and take the energy out. We
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need this to be give and take with a national grid system, and, by
doing that, we will open up the possibilities for solar and for wind.

By the way, there is a fellow in my district who has developed
a paint to paint on houses [off microphone] and, in fact, we turned
that off, and 20 and 30 years ago, offshore oil development and all
of these other sources, we are paying a bad price for that now. Our
economy is suffering, our people are suffering, and I think it has
a lot to do with our negative energy policy for the last 30 years.

The CHAIRMAN. The gentleman’s time has expired. The gen-
tleman from Washington, Mr. Inslee.

Mr. INSLEE. Thank you. I just want to make a couple of points.

First off, I want to applaud the great State of California. There
are actually some great things they have done. I know Congress-
man Rohrabacher is proud of his state, but I want to express some
admiration of what California has done in energy.

While the rest of the country has increased its per capita usage
of electricity by 40 percent over the last 20 years, California has
kept it flat, on a per-capita basis, and that is because, instead of
spending more money on some of the very expensive generating ca-
pacity, it has decided to spend less money on efficiency, and it has
been very, very effective. So, we want to laud California for its
leadership in that regard.

The second point I want to make: When it comes to offshore drill-
ing, there is a lot of discussion about spilling and the possibilities
of spillage, and I want to make the point that there is a 100-per-
cent certainty of oil spillage on every single offshore oil drilling
that has ever been drilled, or will ever be drilled, and the reason
that every single, and I hope I am scientifically accurate on this,
but I believe it is true, every single carbon atom that comes out of
those wells ends back in the ocean or on land.

When we burn the oil coming out of these offshore wells, it goes
into the atmosphere’s carbon dioxide. It lingers in the atmosphere
for sometimes in a hundred years, but it eventually comes back
down to the ground and goes into solution into the ocean, which is
now acidifying the ocean.

I just want to make that point because when we adopt our na-
tional policy, we ought to adopt it with the knowledge that 100 per-
cent of the pollution, or potential pollution, that comes out of wells
ends up back in the ocean, or, at least, 70 percent of it because 70
percent of the world’s surface is oceans. Right now, the oceans are
becoming acidified. They are now 30 percent more acidic than they
were in pre-industrial times, and they are becoming more acidic
three to five times faster than the scientists thought just a few
years ago. Research off Tatoosh Island, where I live in Washington,
shows horrendous acidification going on.

I just want to make that point that when we decide what to do
in offshore drilling, we should not blind ourselves to the fact that
every single offshore oil drill ends up with a spill into the ocean
via the atmosphere, and I just want to make those comments, and
either one of my colleagues would be happy to hear your comments
about that.

Mr. FARR. Mr. Chairman, is Mr. Inslee your last questioning?
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The CHAIRMAN. On the majority. There are three left on the mi-
nority side, unless the panel would like to stay for a second round
of questions.

. Mr. FARR. I think the second panel is going to be better than the
rst.

The big picture here: When I was on this Committee, what I was
awed about is that you have the responsibility for natural re-
sources in the United States of America, and the awesome respon-
sibility of that is that you have created, by recognizing that certain
areas require certain kinds of management, and out of that create
a National Park System. You deal with the National Forest Serv-
ice, even though it is in the Agriculture Committee, but a lot of the
policies come out of this Committee.

You determine that certain resources in America need to be la-
beled as rivers that are wild and rivers that are scenic. You have
created this ability to look at land onshore and think about how to
manage it. The largest resource in your jurisdiction is the ocean,
and nobody has ever done that. Nobody has ever looked at the
ocean and said, “Hey, why do not we create these kinds of manage-
ment policies?”

Your hearing today is about whether you ought to continue drill-
ing in the ocean. The ocean is sick. Every witness up here will tell
you that. For those of us that are coastal-dependent economies,
that means that the food we take out of the ocean is at risk and
that other local economies are at risk, and all we are asking is just
put a moratorium on more oil and gas drilling until we get this
right, until the Committee has been able to use its jurisdiction as
a responsible resource management to look at the big picture of the
oceans.

So, in answer to your question, we get off target in arguing nu-
clear, oil, this, that, wind, and all of these other things. It is really
about the jurisdiction and responsibility of that jurisdiction and
leadership, and I applaud you on having these hearings, and I ap-
plaud you, hopefully, for having the hearing on my bill and passing
it, which many of you are co-sponsors, because that kind of leads
us in the direction of being able to answer, what is America and
the United States of America going to do about addressing the big-
gest resource of all, its ocean resource?

Mr. ROHRABACHER. I would hope that people also see that my
friend, Sam, has pitched his bill. I hope you could all co-sponsor my
bill, which directs the Bureau of Land Management to facilitate not
only the granting of permits to actually start installing solar
projects out in the desert. There have been 190 of these solar
projects that have been held up by bureaucratic roadblocks that
you could all sign under my bill to help create those solar projects.

The argument that we have just heard from our colleague, not
from Sam, but our friend here, but let me just note that that argu-
ment that any oil is going to get back into the ocean; that is not
just offshore oil; that is all oil. So, you would have to oppose any
development of any new oil resources anywhere in the United
States, which is under our jurisdiction.

I would have to suggest that there is along argument as to
whether what the effect of CO, is all about and whether or not it
causes global climate change, et cetera, that could go on for hours
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on that hearing. There are many notable scientists who disagree
with that proposition that you just outlined.

If you will just indulge me on one thing, before I became a con-
gressman, I was a journalist, and I guess one of the greatest slo-
gans I was able to use when I first ran for office was, “Vote for
Dana. At least, he is not a lawyer.” But, as a journalist, I got to
meet all kinds of people, and I covered all kinds of events in Los
Angeles. I was a reporter down there, and I remember I was called
out to interview Jacques Cousteau, who happened to have been one
of my heroes. Jacques Cousteau was a hero of mine, and because
I am a scuba diver, I am a man of the ocean.

I went there to hear him at UCLA, and he was talking to some
students, and he was going on about how the oceans are dying:
“Within 10 years, all of the oceans will be dead.” Now, this is 1973.
OK? “The oceans will be dead.” I kind of felt, even then, that
maybe we could try to find something positive we could focus on
rather than to focus on the negative.

When I went up to him after his meeting with the students. I
told him I was a reporter, and I would like to ask a few questions.
I said, “Isn’t it possible that we are going to be able, in the future,
to harness the oceans for farming and other things like that that
would be beneficial to mankind?” and he got right into my face—
I will never forget it because there was a bunch of students watch-
ing—and he goes, right in my face, he goes, “Didn’t you hear me?
The oceans, 10 years from now, will be dead, black goo.” 1 will
never forget that, “black goo.”

Now, that was 10 years ago, and I was contemplating that about
two weeks ago when I was on my surfboard, and I sat out there
and watched the porpoises come by and fish jumping out of the
water and the pelicans jumping into water right next to me.

Now, I will tell you something: The oceans are not black goo, and
Jacques Cousteau is not around with us anymore, but there are a
lot of people, even with the stature of Jacques Cousteau, who over-
state challenges. Maybe they do it in order to try to motivate us
to act in a certain way that is positive, but they create a false im-
pression that could lead us to bad policies that would affect us
badly in the long run.

Mr. FARR. And we had a moratorium that entire time.

The CHAIRMAN. The gentleman’s time has expired.

The colleagues have been so kind with their time today that the
Chair did indulge them for a couple of advertisements, which we
heard during that last conversation.

The gentleman from Utah is recognized, Mr. Chaffetz.

Mr. CHAFFETZ. Thank you. I appreciate it. The renewable energy
that I need, at this point, starts with chicken strips down in the
cafeteria, so I will be very brief. Renewable energy; who is going
to fight against that? Of course, naturally, I would love to do it.

I wish we did not have to go through the process of extracting
the resources that we do, but, Mr. Farr, from your advantage point,
and your expertise, renewables, the so-called “wind farms” and all
these types of things that, in their very best-case scenario, very
best-case scenario, over the next five years, maybe even 10 years,
what percentage of our energy do we really think we can extract
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from them, and what percentage do we see now, and where do we
think we can actually get to?

I want to be as optimistic as I can, but I do not see anything that
can overtake the propulsion of our automobiles and our homes and
everything else, especially if we are not willing to advance nuclear
and some of these other things that I consider to be clean. Every-
thing has its drawbacks, but we have, you are right, no national
energy policy. I would like to see us get to one, but where in the
world do you think we can be, based on what we know today?

Mr. FARR. The California Secretary of Natural Resources is on
the next panel. The State of California is supposed to have 33 per-
cent by 2020.

Mr. CHAFFETZ. OK. So, then if we look at the trajectory, and you
can go back over the last 30 years and where we are going in the
future, our demand is going to increase, undoubtedly. Do we concur
with that idea that demand is not going to diminish over the course
of time. Right? We are going to have more people, more demand.

Mr. FARR. Yes, but the demand is also proportional to what kinds
of effectiveness and technology you have in using the fuel, and
whether you get 10 miles a gallon or 33 miles a gallon has a lot
to do with that.

Mr. CHAFFETZ. I guess what I am trying to get at is, what do we
have that works today? What actually works today, and what per-
centage? It is difficult. I am not trying to pin you down to specifics
on each individual one, but that is a burning question for me be-
cause I think the American people, myself included, my kids, my
family, we all have a desire to be conservationists. I am a conserv-
ative. I like to conserve things, but I do not see viable alternatives
that I can go and plug in and that are actually on the market that
I could actually do.

You know, I saw one of my colleagues driving a million-dollar hy-
drogen vehicle. It is probably not very practical.

Mr. FARR. Not yet.

N Mr. CHAFFETZ. By the way, I want to leave some time for Dana
ere.

Mr. FARR. Every single source of alternative energy is utilized in
California that has been developed. As I said, we have hydro, geo-
thermal

Mr. CHAFFETZ. What percentage is it today, the goal being 30-
something percent? Twenty percent of all of the energy used is re-
newable.

Mr. FARR. In California, the biggest energy-using state in the
United States.

Mr. CHAFFETZ. Mr. Rohrabacher?

Mr. ROHRABACHER. Well, I would suggest that when people focus
basically just on conservation, I think that that is helpful, the con-
servation is helpful, but we also have to focus to have a balanced
approach on production of more energy. Had we had the same ob-
structionists at play when we were building our hydroelectric dam
system or our current nuclear power systems, California would be
in a total catastrophe now for energy.

One of the reasons why we have had conservation of energy in
California, by the way, is the price has been permitted to go up,
and thus people naturally conserve. But I am totally supportive of
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the efforts of the Governor and other people in California to push
these renewables.

For example, I am proposing that we have an aqueduct system
from Northern California, Sam’s area, to take his water and bring
it south to my area, which, of course, I support totally, but I would
see no reason why that aqueduct system, if running the length of
the state, why do not we cover that aqueduct system with solar col-
lectors so it shields the water from evaporation and can produce
the electricity at the same time? Those are the kinds of creative
ideas that will happen if you have an open-meter approach.

So, in other words, we subsidize a lot of things today. Let us sub-
sidize basically the open-meter system. That will not work unless
we do subsidize it, but because, right now, people have to pay to
take the electricity out, but if we end up paying them to put it in,
how are the electric companies going to function?

We can subsidize that and open up the avenue for all of these
new, across-the-board advances in energy technology, and I am
very optimistic. I am for electrification of our country. In Cali-
fornia, Elan Musk has invested in Tesla Motors. The Governor has
been very supportive of that, and I just think that we have a great
new tomorrow. Not only are the oceans not going to be black goo,
but our cities are not going to be desolate and overwhelmed with
pollution. We are going to solve these problems by moving forward
with more production and cleaner production.

Mr. CHAFFETZ. Thank you, and thank you, Mr. Chair.

The CHAIRMAN. The gentleman’s time has expired. The gen-
tleman from South Carolina, Mr. Brown.

Mr. BROWN. Thank you, Mr. Chairman, and thank you, gentle-
men, for being a part of this discussion. This is a very major con-
cern of mine. I live on the coast of South Carolina, and we are cer-
tainly concerned about our beautiful beaches, which are our num-
ber-one tourist attraction, I guess, almost in the country; probably
number two or number three in the whole country. So, we are very
sensitive to any impact that offshore drilling might have.

We are also concerned about, not only just in America but, as a
worldwide perspective, Mr. Chairman, and I would hope that, as
we look at generating a new energy policy, that it will be done in
a worldwide perspective, not just in the American perspective be-
cause we are just not isolated on this planet. We are a part of it,
and sometimes we talk about it as though America is just a stand-
alone unit. We are actually extracting some 70 percent of our
energy from offshore, and it comes from some places that we feel
are not environmentally sound like America.

So, as we talked about, Mr. Farr, about the moratorium, and I
noticed you said that you would be in favor of continuing the mora-
torium, and I would hope, Mr. Chairman, that everything we had
in the energy bill would be on the table, and the all-of-the-above
solution that my good friend from Hawaii talked about, we tried to
come up with something, I guess, in the last Congress to try to
meet out energy needs in an environmentally sensitive way, but I
think the all-of-the-above solution has got to be a part of it.

Is Yucca Mountain going to be expanded? Are we going to open
Yucca Mountain? Is nuclear power going to be a part of the 21st
Century solution? All of these things have to be included.



46

I know I have traveled to some of the countries. We are talking
about drilling up in ANWR, and maybe the carbon is being emitted
there, but isn’t it true, Mr. Farr, that some 97 percent of our car-
bons actually come from nature, not from some man-made source?
It is 97 percent.

Mr. FARR. Of what?

Mr. BROWN. Of the carbons.

Mr. FARR. That we release on the planet?

Mr. BROWN. Yes, sir.

Mr. FARR. I do not know the answer to that question.

Mr. ROHRABACHER. I can let you know. As a Member of the
Science Committee, I have been through many hearings on this. I
have never heard a witness claim that, of the CO, production and
other supposed greenhouse gases, no one has ever estimated that
more than 10 percent of it—most people guesstimate more like five
percent of that—is actually produced by human beings. The rest is
produced by nature. These great fires that we just had down in
Australia; I mean, that is putting stuff into the air, a huge amount.

Let me just add that sometimes, in our state, the fire people in
our state have told me they have been denied the right to have con-
trolled burns during the time when it is wet so the fires would not
get out of control. Environmentalists/activists have prevented them
from having controlled burns in the name of stopping air pollution,
and then what happens? We end up in the dry times with massive
fires that put ten times as much pollution into the air.

Now, these are well-intended people, but they have horrible con-
sequence, even for the environment, in the long run.

Mr. BROWN. Let me ask you another question on that same note.
They are trying to suppress any development in the United States
of all of our energy, the oil shales, offshore drilling, or whatever
else that is available, but yet we import 70 percent of our energy
from countries that are mining it however way they can. Are we
helping the planet by saying that we do not want to do it, but it
is OK; you can treat the environment any way you want to, and
we are going to still buy your products. Mr. Farr, what do you
think?

Mr. FARR. Well, two things. First of all, I think it is very smart.
We are complaining about the fact that we have to import Middle
Eastern oil to run our automobiles in the United States because we
get so little efficiency out of our automobiles, and I think that there
are arguments that this Committee has heard that if you just im-
prove the automobile efficiency, you will not have to be so depend-
ent on foreign oil.

It seems to me that if we do not invest in this brain trust of peo-
ple creating alternative energies, that we are going to allow that
brain trust to be somewhere else. People are using the examples
of Norway. The wind energy came from the Scandinavian coun-
tries. In California, because we were the first state to develop wind
farming in the past, in Norway and the Scandinavian countries,
there has just been a solar, modern windmill to replace the old
ones. We did it in a farming style of orchards, wind orchards.

We required that the company, in order to get this huge market
in California, move their development and build these wind turbine
machines in our state.
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I think that if we are not smart about these alternative energies,
we are going to lose that brain trust and manufacturing capacity
to another country. So, part of the world leadership, we need to be
ahead of them because we need to sell them our technology, and
I think that that technology will be readily marketable because it
will be an alternative to the carbon amounts that we are putting
into the air.

The only question here, and I keep getting back to it, is the ques-
tion before this Committee is, should we continue to have the mor-
atorium on offshore oil drilling as we have had for the last 10, 20
years? And I think, from all of the evidence that has been brought
today, is, yes, we should.

Mr. BROWN. You know for a fact that when we had an oil embar-
go back in, I guess, the seventies, some 35 percent of our energy
was coming from offshore. Because we had the moratoriums, now
it is 70 percent. Can you imagine the number of jobs we could cre-
ate? I know, when the price of oil was $150 a barrel, it was, like,
$700 billion a year we were spending as a balance of trade just for
energy. It is probably less than that now since the price has de-
creased, but it is still a tremendous amount of funds.

Look at all of the jobs that we could create here in this country
that we are now exporting to these foreign countries.

Mr. ROHRABACHER. And the point you made earlier was very im-
portant, and that is, yes, so we have not gotten our oil from our
own offshore oil development, and what do we do? We are import-
ing it now from overseas, and the point you made was many of
those countries that provide us oil overseas do not have the same
environmental controls and safety controls that we have here.

Thus, those people who are supporting the moratorium have ac-
tually set up a situation where more pollution is coming into the
air globally than would be done if we would have taken those same
oil resources domestically from offshore.

Mr. BROWN. And I appreciate that remark, that comment, there,
too, because we are on a planet. Not just America is focused on the
atmosphere, but whatever happens in China, whatever happens in
India, is going to impact our quality of life here in America. Thank
you.

Mr. FARR. Yes, but that ocean right off your coast, which is a
huge economic asset to your state; the health of that ocean is really
dependent on the health of the economy of your state.

If that ocean were acidic, and everything was dying in it, and the
beaches were polluted, the real estate values would drop, people
would not use the coastal zone for development, and it would be
a disaster, and we know that the oceans are headed that way un-
less we take better care of them. So, why would we want to con-
tinue to drill for oil and gas? Why do not we just buy some time?

Mr. ROHRABACHER. We certainly do not want our oceans to be-
come black goo.

Mr. BROWN. Well, just to answer that, Mr. Farr—Mr. Chairman,
I know my time has expired, but, in Dubai, you go there today, and
some of those other countries over there, the immigrants there,
they have filled in the ocean. That impact is not going to impact
my ocean off Myrtle Beach?
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Mr. FARR. It is going to have some impact on the global oceans’
health, yes, but because of currents and everything like that, I
doubt that it is going to affect Myrtle Beach.

The CHAIRMAN. Gentlemen, just one quick observation by the
Chairman. I have been in this body over three decades and have
seen a lot of our colleagues testify before committees. It is usually
a perfunctory five minutes each, and very few, if any, questions
from members of the Committee.

This morning has been drastically different. Just two of our col-
leagues, Sam Farr and Dana Rohrabacher, have been here for two
and a half hours now answering questions from our colleagues,
large numbers of Members attending on both sides of the aisle, for
which I am deeply appreciative. But also I am deeply appreciative
of your time.

It shows the amount of interest in this issue, it shows the impor-
tance of this issue to our nation’s energy and national security, and
this particular Chairman is deeply appreciative of your time and
spending two and a half hours before us, and that, I might add,
without a single question from the Chairman. Thank you, gentle-
men.

[Pause.]

The CHAIRMAN. The Chair will call our second panel composed of
the following individuals: The Hon. Mike Chrisman, Secretary,
California Natural Resources Agency; Mr. Ted Diers, Chairman,
Coastal States Organization; Robert G. Marvinney, Ph.D., State
Geologist and Director, Maine Geological Survey; the Hon. Frank
W. Wagner, State Senator, Senate of Virginia; and the Hon. Garret
Graves, Director, Louisiana Governor’s Office of Coastal Activities.

Gentlemen, we welcome you to the Committee on Natural Re-
sources. We appreciate your being with us all morning, as you
have, and traveling long distances to be with us, in some cases.

We do have all of your prepared testimony. As with all witnesses,
it will be made a part of the record, as if actually read, and you
each are recognized for five minutes to proceed as you desire, and
we will start in the order in which I introduced the panel.

STATEMENT OF HON. MIKE CHRISMAN, SECRETARY,
CALIFORNIA NATURAL RESOURCES AGENCY

Mr. CHRISMAN. Thank you, Mr. Chairman. It is nice to be here.
Thank you for the opportunity to testify today. I join you in saying
that the last two and a half hours was quite illuminating. It was
interesting to listen to the questions the Members have asked and
how you have teed up the issues. I think it was very informative
for all of us.

It is, indeed, a pleasure for me to appear today. As I think all
of you know, and you have heard numerous times today, we have,
in California, a long history of offshore oil and gas development
that dates back to 1896, and you also heard Congressman Rohr-
abacher refer, a number of times, to the year of 1969, the dev-
astating oil spill off of Santa Barbara, in the Santa Barbara Chan-
nel.

I need to put a context to that because that particular oil spill
released more than three million gallons into the Pacific Ocean and
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killed thousands of birds and other marine mammals along 35
miles of our coastline in California.

While the risk of such an event today is reduced because of the
new technologies and improved response procedures that we have
all developed, we continue to believe that the adverse environ-
mental and economic impacts of new oil and gas leasing and devel-
opment off our shore far outweigh the benefits generated from
these activities.

The majority of Californians, nearly 38 million of them now, re-
side and live within our coastal zone in California.

The National Ocean Economic Program has determined that
California’s ocean-dependent industries contribute more than $46
billion annually to the state’s economy each year. As you can see,
our economy thrives on tourism, particularly in our coastal areas.

We have consistently opposed new leasing off of California’s
shores for oil and gas exploration. Governor Schwarzenegger con-
tinues that opposition. He has held this position before taking of-
fice and has not wavered since that. His position was reaffirmed
in our 2004 Ocean Action Plan that we also released. His position
has been repeated in correspondence to Congress, to this Com-
mittee, to both the former and current president, and to the U.S.
Department of the Interior.

Last year, Governor Schwarzenegger opposed the lifting of a con-
gressional moratorium on leasing the Outer Continental Shelf, a
position consistent with over 25 years of state policy embraced by
Governors of both parties.

We have the California Coastal Sanctuary Act that has precluded
leasing in state tidelands, that being lands from zero to three miles
out, for oil and gas development since 1994.

The California State Legislature has repeatedly passed measures
opposing new offshore oil and gas development in the waters off-
shore our protected state waters.

Governor Schwarzenegger has also joined with Governor Ted
Kulongoski from Oregon and Governor Chris Gregoire from the
State of Washington to oppose any new offshore oil and gas leasing,
exploration, and development off our Pacific Coast, up and down
the Pacific Coast of California and the West Coast.

So, again, there should be no ambiguity on where we are, where
the States of Oregon and Washington are, on the Pacific Coast.

However, as we look to a new long-term energy picture, and
there was a lot of discussion here today about that, we do see OCS
alternatives worth pursuing. California is coordinating with the
Minerals Management Service and the Federal Energy Regulatory
Commission to evaluate options for sustainable offshore energy pro-
duction, such as wave and ocean current technology. The energy-
production potential and environmental impacts of these tech-
nologies are being evaluated now.

We, in California, have been recognized as a leader in energy ef-
ficiency and development of renewable energy. You heard it re-
sponded to and answered many times in the conversation today.
Our per capita use of electricity has been flat over the last 30 years
while the rest of the country has increased 50 percent.

Despite these successes, of course, we continue to set these very
aggressive goals. You heard a question coming to Congressman
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Farr. Again, pursuant to the Governor’s executive order, we have
increased our state’s renewable energy standard to 33 percent re-
newable power by the year 2020 in California. This effort is the
most aggressive in the United States.

To assure that this goal is attainable, the directive also calls for
a streamlined review and approval process for renewable energy
sites, making it easier for wind, solar, and geothermal projects to
be developed in California.

We encourage the Obama administration and Congress to sup-
port a national energy policy that increases the efficiency of our
energy use. We applaud Secretary Salazar in his pronouncement,
on February 10th, to create a new and open process to develop a
comprehensive national energy strategy. We applaud the
Secretary’s commitment, and California will commit to work with
all of you to increase energy efficiency across the country.

Let me conclude by saying that California stands ready to work
with this body, this Committee, this Congress, and the Obama ad-
ministration to help craft a comprehensive, science-based, national
energy strategy for a Five-year Oil and Gas Leasing program here
ihn the United States. Thank you again for the opportunity to be

ere.

[The prepared statement of Mr. Chrisman follows:]

Statement of The Honorable Mike Chrisman, Secretary for Natural
Resources, California Natural Resources Agency, State of California

Chairman Rahall and members of the Committee, thank you for the opportunity
to appear today to discuss our experience with energy development off the California
coast. California has a long history of offshore oil and gas development, which dates
back to some of the earliest offshore production anywhere in the United States,
starting off the Ventura County coast in 1896. California is also home of the 1969
Santa Barbara oil spill, which originated in the federal Outer Continental Shelf. It
was an accident 40 years ago that had major ramifications for environmental protec-
tion in both California and for our nation. While the risk of such an event can be
reduced today because of new technologies, for California, the adverse environ-
mental and economic impacts of new oil and gas leasing and development off our
coast (from oil spills, air quality, water quality, and visual impacts) far outweigh
the benefits generated from these activities.

A state of approximately 38 million people, the majority of Californians live with-
in the coastal zone. California’s economy thrives on tourism, even with the current
downturn in the national economy. People are drawn to our Southern California
beaches, our rugged north coast, and many spectacular coastal destinations in-be-
tween. We have many federal, state, and local parks, three National Estuarine Re-
search Reserves, three sites within the National Estuary Program and four National
Marine Sanctuaries along and offshore our coast. The National Ocean Economic Pro-

am has determined that California’s ocean dependent industries contribute over

46 billion dollars to the state’s economy annually. People journey to California to
enjoy the outdoors, to swim, to surf, to scuba dive, and to fish among other ocean
sports. Others come to patronize seaside resorts and restaurants. The impact of an-
other 1969 caliber oil spill anywhere along California’s coast would have a dev-
astating impact on our population, recreation, our natural resources, and our coastal
dependent economy.

California Position on Offshore Oil and Gas Drilling

Governor Schwarzenegger has long opposed new leasing off the California coast
for oil and gas exploration, development, and production. He held this position be-
fore taking office and has not wavered from it. This consistent position was included
in the Governor’s 2004 ocean action plan titled, “Protecting Our Ocean, California’s
Action Strategy.” Since that time his position has been repeated in correspondence
to Congress, to this Committee, to the President, and to the U.S. Department of the
Interior. Last year, Governor Schwarzenegger also opposed the lifting of the con-
gressional moratorium on leasing on the Outer Continental Shelf. This position is
consistent with over 25 years of state policy embraced by governors of both parties.
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The California Coastal Sanctuary Act has precluded the leasing of our state tide-
lands (0-3 miles offshore) for oil and gas development since 1994. The California
State Legislature has repeatedly passed measures opposing new offshore oil and gas
development in the waters offshore our protected state waters. In addition, the Cali-
fornia Ocean Protection Council, the State Lands Commission, and the California
Coastal Commission all oppose new offshore oil and gas leasing off the coast. Gov-
ernor Schwarzenegger joined Governors Kulongski (Oregon) and Gregoire (Wash-
ington) opposing any new offshore oil and gas leasing, exploration, and development
off the coasts of California, Oregon, and Washington. There should be no ambiguity
about where California stands on the issue of new offshore oil and gas leasing off
California—we oppose it.

Looking at the long term energy picture, we do see OCS alternatives worth pur-
suing. California is coordinating with the Minerals Management Service and the
Federal Energy Regulatory Commission to evaluate options for sustainable offshore
energy production, such as wave and ocean current technology. The energy produc-
tion potential and environmental impacts, of these technologies are being evaluated
now. We have been working closely with the federal government to explore these
possibilities, and look forward to continue working on these prospects with the
Obama Administration. Additionally, California is a leader in setting energy effi-
ciency standards that we believe are a model for the nation. Our recent experience
with fluctuating gasoline prices has demonstrated that we all need to find ways to
increase energy efficiency, and California has been a leader on that front for years.

We applaud the February 10, 2009 announcement by Interior Secretary Salazar
to create a new, open-, process to develop a comprehensive energy strategy for this
nation. The Secretary’s four point plan provides a reasonable approach for states to
provide input into the development of this energy policy. We applaud the Secretary’s
commitment to provide a fair and science based process and look forward to working
with the Administration as this comprehensive plan is developed.

Offshore Oil and Gas Development off California

I want to dispel the myth that California only consumes oil and gas and does not
produce it. This is simply not true. California has a long history of production of
both onshore and offshore oil and gas. Currently, 27 oil and gas platforms are in
production off the California coast. Of those, four are in state waters (within 3 miles
of shore) and 23 lie within the federal waters on the Outer Continental Shelf (be-
yond 3 miles from shore). California also has substantial onshore oil and gas facili-
ties currently in operation. Figures for 2007 indicate that California produced over
200 million barrels of oil at onshore facilities. Offshore production was 14.8 million
barrels in state offshore waters and 24 million in federal waters. Onshore produc-
tion of natural gas provided 269.9 billion cubic feet in 2007. Production in state wa-
ters was 7.2 billion cubic feet and 35.2 billion cubic feet was produced in federal
waters that same year.

Alternative/Renewable Energy

California is recognized as a leader in energy efficiency and the development of
renewable energy. We support congressional action to aggressively support national
policies that increase the efficiency of our energy use. Our policies have proven to
be extremely successful, from an economic and environmental standpoint. California
uses less electricity per person then any other state in the nation. Indeed, over the
last 25 years, California’s per capita electricity use has remained nearly flat, while
nationwide demand has increased 50 percent. This has occurred despite the fact
that homes are bigger and our population tends to have more appliances, tele-
visions, and other electronic equipment. Whether we are talking about electricity,
natural gas, or transportation fuels, gains in energy efficiency can temper energy
demand, hold down consumer prices, and reduce the environmental impact associ-
ated with traditional energy sources.

Although California has been leading on renewable and efficient energy produc-
tion for years, we continue to set aggressive, yet achievable goals. On November 17,
2008 Governor Schwarzenegger signed an Executive Order (S-14-08), which re-es-
tablishes California’s already ambitious Renewable Portfolio Standard (RPS) at a
new nation-leading level and calls for a restructuring of the process of developing
renewable energy sites to make it easier to achieve our renewable goals. Under the
current standard, California utilities must obtain 20 percent of their electricity load
from renewable energy sources by 2010; the Governor’s Executive Order increases
that goal to 33 percent by 2020. To ensure that goal is attainable, the directive also
calls for a streamlined review and approval process for renewable energy sites—di-
recting state agencies to sign a Memorandum of Understanding (MOU) with each
other and with federal agencies (US Fish and Wildlife Service and Bureau of Land
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Management) to create a streamlined process making it easier for wind, solar and
geothermal sites to be built in California.

These policies have proven to be extremely successful in California, from both an
economic and environmental standpoint. We would encourage the Obama Adminis-
tration and Congress to support a national energy policy that would increase the
efficiency of our energy use throughout the nation. We would be happy to work with
the Congress to help craft a new energy strategy that builds on California’s experi-
ence with energy efficiency.

Regulation of Offshore Oil and Gas Activities

California has regulatory jurisdiction over all aspects of oil and gas development
from the onshore components of processing facilities and pipelines, to all aspects of
offshore production which would include exploratory rigs, production platforms,
pipelines, marine terminals, or other facilities associated with the offshore oil and
gas development.

On land, our state and local governments have primary permit jurisdiction over
the siting and construction of facilities. In state waters our California Coastal Com-
mission and State Lands Commission have authority over the issuance of permits
or authorizations to drill within state tidelands. On the Outer Continental Shelf (be-
yond state waters) several federal agencies such as the Minerals Management Serv-
ice, the U.S. Environmental Protection Agency, and the U.S. Army Corps of Engi-
neers have direct regulatory jurisdiction. However, California like other coastal
states has a unique jurisdiction over activities on the Outer Continental Shelf that
can “affect” resources within California’s Coastal Zone, including our state tide-
lands. This jurisdiction is provided by the “federal consistency” provisions of the fed-
eral Coastal Zone Management Act. Essentially, no permits for new offshore oil and
gas operations can be issued absent a finding that the activity is “consistent” with
California’s federally approved Coastal Zone Management Act, which is adminis-
tered in California by the California Coastal Commission. Such decisions can be ap-
pealed to the Secretary of Commerce in cases where an applicant disagrees with the
findings of the Commission.

As mentioned previously, all of the state tidelands off California are off limits for
the extraction of oil, except under a few extraordinary circumstances. The position
of the Governor, the state legislature, and our key agencies of jurisdiction maintain
opposition to new leasing and development of oil and gas resources from the Outer
Continental Shelf consistent with our statutory prohibition for such development in
State Tidelands.

Conclusion

Let me conclude by saying that California stands ready to work with Congress
and the Obama Administration to help craft a comprehensive and science based na-
tional energy strategy and a Five Year Oil and Gas Leasing Program. We believe
such an approach should be developed with a look toward all of our energy options
including energy efficiency, alternative renewable energy sources, and of course the
development of oil and gas resources in locations where local and state governments
support it, and where the environmental impacts can be mitigated.

The CHAIRMAN. Thank you. Mr. Diers?

STATEMENT OF TED DIERS, CHAIRMAN,
COASTAL STATES ORGANIZATION

Mr. DIERS. Good afternoon. My name is Ted Diers. In my day
job, I am the manager of the New Hampshire Coastal program
within our Department of Environmental Services, but, today, I am
here as the Chair of the Coastal States Organization, representing
the Governors of the 35 coastal states, commonwealths, and terri-
tories, and to talk to you a little bit about some of our concerns,
interests, and maybe a way forward as you start to work out some
of these issues.

Our 35 coastal states, territories, and commonwealths are at the
forefront of ocean and coastal management. Whether it is address-
ing sea level rise or hazards or renewable energy proposals, coral
bleaching, coastal states, we are sort of at this nexus of all of these
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different issues and where they come together in the most populous
parts of our country.

The coasts and oceans represent an important source of energy
for the United States, including oil, natural gas, and renewable
energy in the form of tidal, wave, wind energy, and probably things
we have not even imagined yet. So the states, as we have members
who certainly have production and those that do not, certain ones
that want it and do not, but there are some things that we do come
together around, and especially that we do need a comprehensive
energy policy, and, within that, the states have certain great con-
sensus around three things, and that is what I would like to talk
about for just a couple of more minutes here.

The first is that we need to retain state sovereignty and Federal
consistency authority.

The second is that planning out into the ocean needs to include
both traditional and renewable energy development, and really be
science based around the resources that are out there.

Third, we need the establishment of a permanent trust fund be-
cause it is through that that we will have the money to do the
science and the management and the planning to be able to have
a sustainable resource.

Quickly, about state sovereignty, Section 307 of the Coastal Zone
Management Act, known as the “Federal consistency provision,”
grants states authority to review Federal activities, licenses, and
permits that have a foreseeable impact on our land or water re-
sources. These activities that are Federal activities must be con-
sistent, to the maximum extent practicable, with the enforceable
state policies. Those state policies which are created by the states
are approved by the Federal government.

Consistency applies before a permit is issued, and this is really
important to recognize, from the state perspective, because, from
my perspective, as a coastal manager, consistency is our ticket to
the dance. This is how we interact between the Federal agencies
and those people who are applying for projects. It allows you to
have a dialogue that happens before an impact, before a permit, is
in place. Countless numbers of projects have been approved
through this project over the years.

Furthermore, I just want to note one thing that has not come up
today, and that is that the resources that are out in the Outer Con-
tinental Shelf and those resources which are within our coastal
zone; it is very hard to differentiate them sometimes. Fish, cur-
rents, wave, wind; they do not really care about a line that sits
three nautical miles off our shoreline.

I want to talk a little bit about, again, planning out into the
ocean and our offshore resources. There is another point that has
not really been made too much today, which is that there is signifi-
cant “regionality” in how we need to think about our offshore re-
sources. We do have some great regional efforts that are coming to-
gether in this state, largely led by the states, and I think this is
a really interesting movement that is going in regional ocean part-
nerships, from the Gulf of Mexico Alliance to our West Coast Gov-
ernors Agreement to, in my own backyard, the Northeast Regional
Ocean Council.
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We are working together. We are willing to work with our Fed-
eral partners and also with the Minerals Management Service as
they plan for offshore activities. Just a point there is that while
MMS does look at offshore drilling, no one is really looking at those
renewable resources yet, and that is something that we need to
come together around.

Finally, a permanent trust fund. Chairman Rahall, you noted, in
the first hearing, that money from the ocean appears to go every-
where but the ocean, so I think that we need to solve some of that,
and the revenues do need to be used for science and management
in the future.

It has been said by Robert Ballard that we know more about the
surface of Mars than we do about the bottom of the ocean. The only
problem in that is that we are not trying to manage the surface of
Mars yet, and so this is a real challenge.

I just want to conclude briefly, again, by stating that there are
three things that we really want to make sure are looked at and
maintained in a comprehensive energy policy: one, that state sov-
ereignty and Federal consistency are maintained; two, that we do
planning that looks at both renewable and traditional sources of
energy; and, three, that we have the dollars to do great science and
management in our offshore areas. Thank you very much.

[The prepared statement of Mr. Diers follows:]

Statement of Ted Diers, Manager, New Hampshire Coastal Program, New
Hampshire Department of Environmental Services, on behalf of the
Coastal States Organization

Introduction

Good morning, Mr. Chairman and Members of the Committee. My name is Ted
Diers and I am the Manager of the New Hampshire Coastal Program of the New
Hampshire Department of Environmental Services. I also serve as Chair of the
Coastal States Organization which represents the Governors of the nation’s thirty-
five coastal states on the sustainable management of the nation’s ocean, Great
Lakes and coastal resources. Thank you for holding this important hearing this
afternoon and for inviting me to testify on behalf of the coastal states.

Let me start by saying that the 35 coastal states, territories, and commonwealths
that are members of the Coastal States Organization are at the forefront of ocean
and coastal management in this nation. Whether it’s addressing sea level rise and
hazards in the Gulf States, renewable energy proposals off the northeast coast, or
coral bleaching in the pacific islands, coastal states are on the front lines of these
issues. Our ocean and coastal resources are not only important to us at the state
level, but to citizens throughout this nation.

Coastal and ocean areas also represent an important source of energy for the U.S.,
including oil, natural gas, and renewable energy in the form of tidal, wave and wind
energy. Use of the oceans for energy production requires a commitment to respon-
sible development that promotes protection of living marine resources, seafloor habi-
tats, and coastal communities. Such development must proceed from an under-
standing that our oceans are held in public trust for all citizens, and that multiple
uses (including energy production) must be consistent with the long-term produc-
tivity of these resources.

As the U.S. crafts a national energy policy, including coastal and offshore energy
development, it is important to consider three key factors which I will address
today: 1. the retention of state sovereignty and consistency authority; 2. the plan-
ning for the nation’s Exclusive Economic Zone including traditional and renewable
energy development; and, 3. the establishment of a permanent trust fund.

Our position is simply stated—The development of offshore renewable and tradi-
tional energy must be part of a comprehensive plan in which the states are full
partners, addresses regional needs and opportunities and uses the best science pos-
sible. And, that effective planning and good science has costs associated with it.
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State Sovereignty and Consistency Authority

While offshore energy production benefits the entire nation, the impacts from ac-
tivities associated with exploration, development and production on state coastal
lands and federal offshore lands are felt most in coastal states. Thus, it is vital for
state authority and sovereignty to be maintained. CSO recommends that Congress
and the Administration consult with coastal states in the development of any new
leasing program or formula of revenue sharing. In the past, offshore moratoria have
been the result of a fractured, exclusive and federally-driven energy policy. If indeed
we are heading in direction of a “post-moratorium” world, the ability for a state to
review actions related to offshore oil and gas drilling is essential.

Section 307 of the Coastal Zone Management Act, known as the federal consist-
ency provision, grants states authority to review federal activities, licenses and per-
mits that have reasonably foreseeable effects on any land or water use or natural
resource of the coastal zone. These activities must be consistent to the maximum
extent practicable with the enforceable policies of a coastal state’s federally ap-
proved coastal management program. This has been a primary method of ensuring
more sustainable development of the nation’s coasts.

Consistency applies before a federal permit is issued; thus, it facilitates early con-
sultation between states, federal agencies and permit applicants in order to avert
disputes from arising after substantial commitments have been made by agencies
and applicants. In practice, consistency is important as a “ticket to the dance”—al-
lowing states to have a seat at the table in decisions related to the coasts. Without
these early reviews, there would be much more uncertainty, litigation and calls for
federal legislative intervention in actions in coastal communities. To increase effi-
ciency for states, federal agencies and applicants, many states have created stream-
lined approaches to energy related activities.

In granting states consistency authority, Congress recognized that federal inter-
ests and activities must be balanced with the sovereign interests of states in man-
aging coastal resources. This is the underlying philosophy of the CZMA and the con-
sistency provision. State coastal programs must receive federal approval for a state
to exercise its consistency authority; likewise, each enforceable policy upon which
it relies must also receive federal approval.

Furthermore, the resources of the OCS and the coastal zone are many times dif-
ficult, if not impossible, to differentiate. Fish, currents, wind and wave care little
about an imaginary line drawn 3 nautical miles from our shores. As the committee
considers offshore energy, the retention of consistency under the CZMA must be a
priority.

Planning for the Exclusive Economic Zone including Oil and Gas and
Renewable Energy Development

Given the prices and impacts of oil consumption, offshore oil and gas development
must be considered in the context of the development of renewable energy and both
must be balanced with the care of oceans and coasts and the economic viability of
coastal communities. The energy needs and even the offshore resources of any par-
ticular state do not occur in a vacuum. There is significant “regionality” to both off-
shore needs and opportunities. Thus, the regional scale is appropriate for science
based planning. The states are moving to take on some of these regional needs
through the development of regional ocean partnerships. From the Gulf of Mexico
Alliance to the West Coast Governors Agreement, the Great Lakes Commission to
by own back yard in the Northeast Regional Ocean Council, the state are working
together to create the framework for large-scale problem solving. This regional
ocean partnership movement is a distinct opportunity for the state and federal gov-
ernment to work together.

Development of diverse and numerous sources of alternative renewable energy is
critical to our nation’s energy security and environmental well-being. The federal
role is crucial because virtually every site where ocean renewable energy technology
is likely to be tested or deployed is subject to federal jurisdiction. Unlike conven-
tional wind and solar, ocean renewable energy technology cannot be tested or de-
ployed on private land. The industry will emerge and mature in the United States
only if the federal government uses its resources and authorities to plan for and en-
courage appropriate use of the marine areas it controls.

While the Minerals Management Service plans for offshore oil and gas drilling,
no federal or interstate body has taken on the task of planning for renewable energy
development. Furthermore, there are myriad other coastal offshore uses and re-
sources to consider when planning for energy development. CSO encourages the con-
sideration of renewable energy in a national energy policy and legislation, including
planning that addresses uses, resources, and impacts.
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Establishment of a Permanent Trust Fund

Great science and planning cost money. In the first OCS hearing in this series
by the Committee on February 10, Chairman Rahall, you noted that “money from
the ocean appears to go to everything but the ocean.” Indeed, even though coastal
states are affected exponentially by the impacts of offshore energy development, re-
ceipts derived from sales, bonus bids and royalties under the mineral leasing laws
are paid to the Treasury through the Minerals Management Service. But, these rev-
enues are not directly applied to pay for Federal or State agencies’ examination,
monitoring and managing wildlife, fish, water and other natural resources related
to energy and mineral exploration and development.

The establishment of a Trust Fund provides a mechanism for reinvestment of the
revenues generated from these public lands toward protection of coastal resources
and communities. The Trust Fund can support the focused efforts of coastal states,
territories and commonwealths, other appropriate coastal authorities, and federal
agencies in addressing critical ocean and coastal management needs of our nation
including restoration, protection, and enhancement of natural processes and habi-
tats. This will help minimize the impacts of relative sea level rise, global warming,
and ocean acidification and provide technical assistance and research to better an-
ticipate and plan for the impacts of global warming and ocean acidification on ocean
and coastal resources.

In its Final Report, the U.S. Commission on Ocean Policy identified a myriad of
challenges to improve the management of our nation’s ocean and coastal resources.
The Commission recognized that to meet these challenges additional investments
would be necessary, and Outer Continental Shelf receipts were identified as the pri-
mary source of funding. Additionally, the Commission recommended that a portion
of OCS revenues should be shared with coastal states (Recommendation 24-1). Reve-
nues shared with the states should further the goals of improved coastal and ocean
management.

In 2006, the Coastal States Organization adopted a policy on revenue sharing
which states that “Because the coastal states face a number of challenges in con-
serving their coastal resources and protecting their coastal communities, OCS re-
ceipts should be used to further the goals of coastal and ocean restoration, conserva-
tion, preservation, mitigation, research, and education.” While the coastal states
may not agree on the presence of offshore oil and gas drilling off their shores, they
do agree in the reinvestment of funds from these public resources. Furthermore,
these funds should be provided over and above existing appropriations to meet the
increasingly complex and unmet needs of ocean and coastal managers.

It has been said that we know more about the surface of Mars that we do about
the bottom of the ocean. The problem with that is we are not yet trying to manage
use conflicts on Mars, but we are here on Earth.

Conclusion

The oceans will continue to play an important role in access to sustainable and
reliable energy. By retaining the state review authority, reinvesting a portion of
public trust revenues on marine and coastal resources, and planning for both tradi-
tional and renewable energy development, new energy legislation will enhance our
nation’s ability to meet pressing ocean and coastal needs in an economical, efficient,
and sustained manner.

In legislation regarding OCS activities, CSO requests:

e Federal consistency authority under the Coastal Zone Management Act should
be maintained and states’ authority within their own jurisdictions should not
be weakened in any way.

e Congress and the Administration should commit to planning for the EEZ that
includes energy policy based on development of traditional and renewable
energy sources, and is enhanced by state-led regional partnerships.

e Revenues should be shared with coastal states and used to further the goals of
coastal and ocean management, restoration, conservation, preservation, mitiga-
tion, and research.

Thank you again for the opportunity to address the Committee and for holding
this important series of hearings. The Coastal States Organization stands ready to
work with you to continue this progress of making important improvements to
energy policy and coastal and ocean management. We look forward to the advance-
ments that we can make in the coming year.

The CHAIRMAN. Thank you. Dr. Marvinney?
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STATEMENT OF ROBERT G. MARVINNEY, PH.D., STATE
GEOLOGIST AND DIRECTOR, MAINE GEOLOGICAL SURVEY

Mr. MARVINNEY. Thank you very much, Chairman Rahall and
Members of the Committee, for this opportunity. I am Robert
Marvinney. I am the Maine State Geologist, and I am speaking
here on behalf of Maine Governor John Baldacci. I will summarize
some of the key points from my written testimony, focusing on,
first, Maine’s focus on renewable energy resources; a brief discus-
sion of the past exploration for oil and gas off the New England
Coast and what opportunities that may come from offshore oil and
gas for Maine; and a bit on the fisheries at Georges Bank.

Currently, Maine has the highest per capita dependence on No.
2 heating oil of any state in the nation, and this is a critical con-
cern for us, particularly with the severe winters we have experi-
enced over the last several years. That makes—for low- and mid-
dle-income people—very difficult choices between vital expenses
and home heating, and those energy costs have risen dramatically
in the last 10 years.

The Governor has focused several efforts on renewable resources
in the state. We have a Wood To Energy Task Force that looks at
using the vast forest resources of the state—we are the most heav-
ily forested state in the Nation—and using those to meet some por-
tion of our energy needs. We are working on wood pellet systems,
and the University of Maine is also looking at ethanol from wood
and other areas.

We have also had a Wind Power Development Task Force that
looked at onshore opportunities for wind power development and
have moved considerably forward on that, and, most recently, the
Governor established an Ocean Energy Task Force to look at the
indigenous and renewable resources, potential offshore, that ad-
dress our energy needs and increasing our state’s energy independ-
ence, reducing greenhouse gas emissions, and limiting our vulner-
ability to unpredictable foreign fuel supplies. But we are not ignor-
ing any potential offshore, and, certainly, we recognize that wind
has a huge potential off the coast of Maine.

The past efforts at oil and gas exploration were in the 1970s and
1980s, mostly in the Georges Bank area. The remainder of the Gulf
of Maine really does not have the kind of geology that would be
suitable for the development of the existence of oil and gas. It is
really an extension of our rock-bound coast well offshore.

We are talking primarily about the Georges Bank, where, in the
seventies and eighties, there were 10 exploration wells and associ-
ated exploration work, and, in the MMS, their summary reports
show that these wells did not make any discoveries, nor did they
generally find the kinds of geologic conditions that were conducive
to the development of o0il and gas resources there.

Of course, there has been exploration and development on the
shelf off of Nova Scotia, and there is at least one significant dis-
covery at Sable Island, with a gas resource. That was discovered
30 years ago, and, in the following time, some smaller discoveries
have been made but nothing substantial.

There is certainly a potential for offshore resources there, and
MMS has made some assessments that the entire North Atlantic
planning area, extending from New dJersey through the coast of
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Maine, might have two billion barrels of oil and 18 trillion cubic
feet of natural gas. I just want to point out that, for comparison,
that same assessment suggests that the Gulf of Mexico might have
45 billion barrels of oil and 230 trillion cubic feet of gas, much larg-
er numbers than the North Atlantic.

There is certainly potential for oil and gas offshore, and there is
some potential for economic opportunities for the Northeast. I
think, though, if I were standing on the coast of Maine, looking off-
shore across most of the Gulf, which does not have the potential,
out to the Georges Bank, I think we are mostly concerned about
the potential costs of oil and gas development because just the
proximity of the greatest potential for oil and gas is closer to other
New England states.

So, from a strictly provincial viewpoint of the State of Maine, we
do not see a tremendous amount of benefit coming from that activ-
ity in that area. However, Georges Bank is a huge fishery resource
for the State of Maine, and the largest dollar value of our fishery
resource comes from that Georges Bank, where the situation of nu-
trients and currents makes it a highly productive spawning ground
and growth area for many kinds of commercial species.

I am not saying that there are not problems with fisheries, but
we certainly feel that the effort should focus on rebuilding those
fisheries.

So, in summary, we are not opposed to offshore oil and gas drill-
ing, but we think it ought to be focused in the areas with the great-
est potential and preserve other areas for their greatest potential
of other resources. I think we agree with other states that there
ought to be revenue sharing with these offshore resources, and also
our concern about the Georges Bank fisheries is our greatest con-
cern, and we want to make sure every effort is put in place to pro-
tect those resources. Thank you.

[The prepared statement of Mr. Marvinney follows:]

Statement of Robert G. Marvinney, Ph.D., State Geologist and Director,
Maine Geological Survey

Chairman Rahall and members of the House Committee on Natural Resources,
thank you for this opportunity to provide Maine’s perspective on offshore drilling
and our nation’s energy future. I am Robert Marvinney, State Geologist and Direc-
tor1 (i)f the Maine Geological Survey, speaking on behalf of Maine Governor John
Baldacci.

My testimony today will focus on these main topics:

e Maine’s focus on renewable energy resources. The Governor and Legislature are
considering all options in a comprehensive energy plan that focuses on effi-
ciency, renewability, reduction of greenhouse gas emissions, and energy inde-
pendence. In these areas the Gulf of Maine holds high potential as a source of
renewable wind and tidal power.

e Past exploration on the outer continental shelf of the New England states did
not discover optimum conditions for hydrocarbon generation and accumulation.
Recent assessments by the Minerals Management Service indicate some poten-
tial for undiscovered reserves in the North Atlantic Planning Area, but these
are small when compared to other parts of the OCS with more favorable condi-
tions.

e Exploitation of hydrocarbons on the OCS may bring economic benefits, but due
to the proximity of potential reserves to other parts of the coast, Maine is not
likely to be a significant recipient of these benefits.

e The Georges Bank is among the most significant fisheries in the northeastern
United States, and supports a significant part of the economy in New England
coastal communities. We are concerned about additional stress to this resource.
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Renewable Energy Resources

Currently, Maine has the highest per capita dependence on #2 heating oil of any
state in the nation. The past several winters have been particularly difficult for low-
and middle-income and elderly Mainers who are making very difficult choices be-
tween home heating and other vital expenditures. Energy costs have grown from 5%
to 20% of a Maine family’s budget in just the past 10 years!.

In response to this crisis and his commitment to a state energy policy focused on
efficiency, renewability, greenhouse gas reduction and energy independence, Gov-
ernor Baldacci established several important groups to focus on segments of the
energy market. Maine is the nation’s most heavily forested state, and the Governor’s
Wood to Energy Task Force focused on harnessing the wood supply to meet a sig-
nificant portion of our energy needs. Maine people use the State’s forest resources
for cordwood and pellets to heat homes and businesses and as biomass to generate
electricity. University of Maine researchers are advancing the process to make cel-
lulosic ethanol from wood.

In 2007, the Governor established a Task Force on Wind Power Development, the
recommendations of which have been instrumental in advancing the implementation
of onshore wind power in Maine.

In November 2008, Governor Baldacci established the Ocean Energy Task Force?
to focus primarily on Maine’s indigenous and renewable offshore energy potential
and its promise to address state and regional energy needs, including increasing our
state’s energy independence, reducing greenhouse gas emissions, and limiting our
vulnerability to the unpredictable costs and supplies of fossil fuels. While ignoring
no potential energy option in Maine’s offshore environment, this effort will focus in
particular on the enormous potential of tides and wind. Tidal power is quickly
achieving commercial viability, and one developer has been working with a commu-
nity and testing its in-stream tidal energy device. It is estimated that the Gulf of
Maine holds as much as 150 gigawatts of wind potential in both shallow and deep
state and federal waters3.

Petroleum Exploration History and Oil and Gas Potential of the Georges
Bank

The Ocean Energy Task Force will also consider the potential for offshore oil and
gas reserves in its comprehensive review of the ocean energy resources of the Gulf
of Maine. Most of the Gulf of Maine is underlain with geology that is not suitable
to the generation of oil or natural gas. The rocks are basically an extension of the
high-grade metamorphic rocks and granite intrusions that characterize the rock-
bound coast of New England and have been heated well beyond the optimal condi-
tions for hydrocarbon generation.

The area with the highest potential for oil and gas reserves is the Georges Bank,
a relatively shallow plateau situated more than 100 miles southeastward from the
Maine coast. The oval shaped Bank is approximately 150 miles long, 75 miles wide,
and with waters as shallow as 30 meters along its northwest edge, forms a barrier
to the deeper Gulf of Maine waters to the north (Figure 1). The northeastern most
portion of the Georges Bank falls within Canada’s territorial waters.
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Figure 1. Outline map of the Gulf of Maine and Georges Bank*.
Cross-hatched box shows the approximate location of leases and
exploration wells of the 1970s and 1980s.

The only oil and gas exploration activity on the Georges Bank was conducted dur-
ing the 1970s and early 1980s when 10 wells were drilled in the most promising
areas identified through the best exploration methods then available. In a summary
report, the Minerals Management Service indicated that hydrocarbons were not dis-
covered in these wells, that thermally mature source rocks are lean in the organic
material necessary to generate hydrocarbons, and that other units lacked adequate
porosity to be considered good reservoir rocksS. As this Committee is aware, the
Georges Bank was under annual congressional moratoria on oil and gas leasing
from 1982 to 2008. No wells have been drilled on the Canadian portion of the
Georges Bank and a leasing moratorium has also been in effect there since 1988.

Our colleagues in neighboring Nova Scotia, however, have demonstrated that geol-
ogy similar to that of the Georges Bank can be productive. Since exploration began
on the Scotian shelf in the 1950s, 24 significant hydrocarbon discoveries have been
made in this part of Canada’s outer continental shelfe. These have been mostly nat-
ural gas discoveries. The most notable, Sable Island, may eventually produce a total
of 2 trillion cubic feet (Tcf) of gas, although estimates vary widely. Since the Sable
Island discovery over 30 years ago, a very active exploration program has brought
little additional reserve forward. With improved technologies, exploration is advanc-
ing toward deeper waters, which may hold the best potential for significant new
reserves.

The government of Nova Scotia is actively supporting exploration activities on the
Scotian Shelf due, in part, to the revenue sharing agreement with Canada’s national
government that brings to the province $500 million in royalties annually6. In 2010,
the governments of Canada and Nova Scotia will decide whether or not to extend
the moratorium on Georges Bank leasing which is set to expire at the end of 2012.
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While past exploration has not uncovered notable reserves, nor found conditions
generally favorable for hydrocarbon accumulation, there is some potential for petro-
leum discoveries on Georges Bank and elsewhere in the North Atlantic. The Min-
erals Management Service periodically conducts assessments of undiscovered hydro-
carbon reserves of the outer continental shelf nationwide, most recently in 20067.
These assessments take into account past exploration data and information for new
discoveries in areas with analogous geology, which for the Georges Bank include the
Scotian Shelf. The assessment of undiscovered, technically recoverable reserves for
the entire North Atlantic Planning Area, which extends from the border with Nova
Scotia in the Gulf of Maine to the Delaware border, is a mean of 2 billion barrels
of oil and 18 Tecf natural gas (Table 1). The greater proportion of this potential is
probably in the southern part of this region near New Jersey where earlier explo-
ration wells discovered gas. For comparison purposes, this same assessment indi-
cates that the Gulf of Mexico area contains undiscovered reserves of 45 billion bar-
rels of oil and 230 Tecf of gas—over 20 times more oil and 12 times more gas than
the entire North Atlantic Planning Area. Additionally, Gulf of Mexico states already
have in place the infrastructure necessary to support exploration and development
activities.

Oil and gas exploration and development techniques have improved dramatically
in the past 30 years, and if applied to the Georges Bank could possibly generate
new discoveries, but these would likely be small compared to other areas of the
Outer Continental Shelf.

Table 1. Estimates of undiscovered oil and gas for the Atlantic and Gulf of Mexico planning
areas’.

. Undiscovered Technically Recoverable Oil and Gas Undiscovered Economically Recoverable Oil and Gas.

Region Resources (UTRR) Resources (UERR]
s | ssomd | siom
.07 12.10Mcf
] OBk Gas (Telg) BOE:(Be) Gil | Gas | Of | Gas | OF | Gas
Planning Area Bbo) bo) ) efg)
[T95% | Mean | 5% | 85% | Mean | 5% | 95% | Wean | 5% Mean Mean Mean

Atiantic 0CS Al .82 1430 | 3699 1040 1838 123 | 13.7 257 | 1128 284 | 2075

Nerth Atiantic .5 1 74 17.99 32.1 7 |. 51 9.52 5 9 32 165 145 | 1032

Md-Atantc 43 2 % 54| 15¢ 758 1 41 78 A} 4 80 106 805

South Atlantc 1 il 081 18 386 676 043 1.4 201 5 30 04] 033 238

Gulf of Mexico OCS 4121 | 445 4911 ) 21883 | 23254 | 249.08 | 80. 86.30 | 9343 35 16283 | 3820 | 18479 | 40.21 | 20155

Western Gulf of Mexico 80| 1070 1 626! 825 7017 | 2 43| 4% 5186 25| 5647 71| 5987

Central Guf of Mexico | 2843 | 303 3277 ) 13443 | 14477 | 1565 [ 5. 5608 | 6062) 24 101 2582 | 11498 | 2715 | 12567

Eastem Gutf of Mexico 76 88 1] 1806 2151 | 2598 X 71 101 85| ©9 1] 1332 .33 | 16800

Stratts of Florida 01 02 03 001 002 002 il 02 Cs4 .01 ot 001 001 0t i

Potential benefits of oil and gas development at Georges Bank

Georges Bank oil and gas development could provide benefits to the state of
Maine, the Northeast region, and the U.S. Although a substantial period of time is
necessary for exploration and development activities, eventually, new hydrocarbon
resources could be brought on line that, in small measure, reduce dependence on
unstable foreign sources. In addition to the exploration and development jobs them-
selves, such activities would generate on-shore support jobs. However, I think we
need to be clear about the limited extent to which such development has potential
to directly benefit Maine. The proximity of the Georges Bank is such that any sup-
port base for exploration and development activities there would likely be situated
in Massachusetts or Rhode Island. That said, Maine has a track record of benefiting
from petroleum exploration. One Maine corporation recently constructed two semi-
submersible platforms for petroleum development; their work would certainly be en-
hanced by Georges Bank development. However, this corporation has also dem-
onstrated that they can compete globally since those two rigs were deployed in wa-
ters off Brazil.

Georges Bank Fisheries®

Georges Bank is the most westward of the great Atlantic fishing banks—those
now-submerged portions of the North American mainland that extend from the
Grand Banks of Newfoundland to Georges Bank. They rank among the world’s most
productive fisheries. Lying adjacent to New England’s famous seaports, Georges
Bank is single-handedly responsible for the development of coastal fisheries in
towns such as Gloucester, Massachusetts and Portland, Maine. The varied nature
of sedimentary environments on Georges Bank is a key element in the development
of the biological community. Seafloor sediment originally was transported to the
bank by glaciers. During and after glacial retreat, the rise of sea level and the ac-
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tion of tidal and storm currents marked the start of an erosional episode on the
bank that continues today. Gravel formed through this process is an important habi-
tat for the spawning and survival of several fishery species®. For instance, distribu-
tion patterns of juvenile cod indicate that the gravel habitat is where they are best
able to avoid predators and to find food sources. The topography and position of the
bank result in upwelling of nutrient-rich waters circulating in the Gulf of Maine.
These nutrients, introduced into the sunlit waters over the bank, and interaction
with warm Gulf Stream currents on the southern edge of the Banks, support excep-
tional rates of productivity, including many species of commercial importance. These
are important spawning, juvenile and feeding grounds for cod, haddock, herring, and
other commercial species. The scallop resource on Georges Bank is also very produc-
tive and valuable. In Maine, a substantial portion of the fishing fleet is dependent
on the Georges Bank, and the largest dollar value of the commercial catch brought
to Maine ports comes from this location.

Certainly, there are issues with over-fishing the Georges Bank, but government
efforts focus on managing the fishery to rebuild stocks. Under current conditions,
the fishery resources of Georges Bank are important to the economy of Maine and
New England. With rebuilding of these resources, their economic value will be in-
creased very significantly.

Summary

1. We are not opposed to offshore drilling in general and recognize that for the
near term, the nation needs sources of oil and gas that are not vulnerable to
foreign ownership and control. However, oil and gas development efforts should
be focused in the areas with the greatest potential, and where infrastructure
is already in place to support the activity.

2. Wherever additional areas of the Outer Continental Shelf are accessed for oil
and gas development, states should benefit directly through revenue sharing,
as occurs with states around the Gulf of Mexico and in Canada.

3. The Georges Bank has great economic value as a fishery. In spite of the trou-
bled nature of the fishery, it supports a substantial portion of the New England
economy. We are concerned about potential negative impacts of oil and gas de-
velopment on the fishery.

4. Oil and gas development could bring additional jobs to the region, but these
would most likely be in southern New England.

5. We believe the resources of the Gulf of Maine are most suitable to renewable
energy development, with tidal and offshore wind power being the primary re-
sources. Renewable wind power may provide manufacturing and support em-
ployment and contribute to a sustainable, secure energy future.

Notes
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The CHAIRMAN. Thank you. Senator Wagner?
STATEMENT OF HON. FRANK W. WAGNER,
STATE SENATOR, SENATE OF VIRGINIA

Mr. WAGNER. Thank you, Chairman Rahall, Congressman
Hastings. I am glad I do not have to follow Congressman Rohr-
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abacher or Congressman Abercrombie. They are certainly tough
acts to follow.

As you know, Mr. Chairman, Virginia has taken a leadership role
in asking the Federal government to open up the Atlantic Outer
Continental Shelf for exploration of hydrocarbons. The official pol-
icy of Virginia is to request that the Federal government allow for
exploration for natural gas only and no closer than 50 miles from
our own coastline.

However, there are many in Virginia, including myself, that, con-
sistent with Navy training requirements and environmental re-
view, would take a much broader approach.

We, in Virginia, were pushing this policy long before $4-a-gallon
gasoline and prior to the current large-scale recession in which we
find ourselves.

During peak energy prices last summer, it was estimated that
this nation was spending nearly $700 billion a year importing hy-
drocarbon energy from outside the borders of this country. This dol-
lar figure is surprisingly similar to the TARP package and the eco-
nomic stimulus package that this Congress passed within the last
few months.

Mr. Chairman, imagine for a minute, if those hundreds of bil-
lions of dollars we currently spend outside the borders of this coun-
try buying energy were spent inside this country, developing our
own natural resources, employing Americans to produce American
energy for American industry.

At a time when job creation and economic stimulus is absolutely
critical, putting Americans back to work developing our own nat-
ural resources will go a long way toward restoring America’s eco-
nomic vitality.

Mr. Chairman, I need not tell you that states are struggling. 1
just drove up from Richmond, where Virginia is attempting to close
a nearly $4 billion deficit. This Congress has authorized revenue
sharing with coastal states, in some instances, as part of opening
up more areas of the Outer Continental Shelf. We sincerely hope
that you continue the program.

Mr. Chairman, I ask you to only look north to our friends in Can-
ada. They are already in the Atlantic Outer Continental Shelf, re-
covering some 500 million cubic feet of natural gas a day off of
Nova Scotia in the Sable Island area. It is also my understanding
that they have opened up significant oil deposits off of Newfound-
land farther out in the Atlantic Basin.

To our south, Cuba is already entertaining leasing structures
and putting together programs just within 50 to 70 miles off the
coastline of Florida, yet we continue to restrict access to potential
reserves of an unknown amount because this nation has chosen to
restrict even the basics of exploration to make this determination.
In this instance, ignorance is not bliss.

Mr. Chairman, because of Virginia’s actions, we are currently in
the MMS Five-year Leasing Plan with a potential lease sale occur-
ring as early as 2012. We would encourage you to work with Sec-
retary Salazar to keep Virginia on schedule.

We, in Virginia, recognize there is no one silver bullet for this
nation’s energy problems. The solution must be thought of as a sil-
ver shotgun shell where each pellet is equally important as the oth-
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ers. Opening additional OCS is one of those pellets. Expansion of
nuclear power and revisiting prior decisions on breeder reactors is
another. Conservation, energy efficiency, development of renew-
ables, and alternative energies are all pellets that go in that shot-
gun shell.

Three years ago, in Virginia, we passed a comprehensive energy
plan, which I have authored and with bipartisan support. The Vir-
ginia energy plan includes all forms of energy I just mentioned, as
well as expansion of energy research and development, expansion
of conservation, and moving forward.

However, we do not hold the keys, Mr. Chairman. You, in Wash-
ington, do. Please unlock these doors. Once we have opened up the
MMS action to date with regard to Virginia’s OCS, open that door
for other states that want to follow Virginia. Facilitate the expan-
sion of our nuclear industry. Open up more areas for energy devel-
opment. Continue to expand the good work to date on funding
R&D. Expand our efforts to use existing energy more wisely.

We, as a nation, are at a critical juncture where the health of our
economy and the health of our economy and the health of our plan-
et are intertwined. We look to you, our Federal representatives, to
make the right decisions for the future of our country. Please hear
my plea to allow us Americans to take advantage of our domestic
resources so that we may secure America’s energy independence
while putting Americans back to work.

Thank you for allowing me this minute, Mr. Chairman, and I will
take the last minute just to kind of go off script a little bit and
talk.

We have heard a lot of talk about what we are doing here. What
we are doing is we are restricting ourselves from our own national
energy resources, yet, at the same time, buying the same hydro-
carbon resources from outside our border.

I can tell you, Mr. Chairman, I know you know this, and I know
all of the Members of the Committee, Americans out there are
nervous. They are afraid. They are very concerned about their jobs.
They are very concerned about the economic future. We start talk-
ing about renewables, and MMS is still trying to put a five-year
plan together for offshore leasing for renewables.

The obstacles that are up as part of the permitting processes
mean there is no quick solution as equally as important as opening
up these areas and doing these other things. We need to look at
the process of getting these things.

We talk a lot about green jobs; I spent weeks, years, trying to
get one small renewable project permitted in Virginia, and we are
still no closer than we were before.

I think we really need to look at this in the context of not just
what we do but also how we get there from where we are today.
I think it is a very serious problem. I think it is a core problem
for this economy and this nation, and I hope that you all can make
the right decisions here and move forward in a bipartisan manner
but recognize that it is all of our resources for all ourselves. Thank
you, Mr. Chairman.

[The prepared statement of Mr. Wagner follows:]
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Statement of The Honorable Frank W. Wagner, Senator,
Senate of Virginia, 7th District

Thank you, Chairman Rahall, Congressman Hastings, for the opportunity to tes-
tify before you today.

As you know, Mr. Chairman, Virginia has taken a leadership role in asking the
federal government to open up the Atlantic Outer Continental Shelf for exploration
of hydrocarbons. The official policy of Virginia is to request that the federal govern-
ment allow for exploration for natural gas only no closer than fifty miles from our
own coastline.

However, there are many in Virginia, including myself, that consistent with Navy
training requirements and environmental review, would take a much broader ap-
proach.

We in Virginia were pushing this policy long before $4 a gallon gasoline and prior
to the current large-scale recession in which we find ourselves.

During peak energy prices last summer, it was estimated that this nation was
spending nearly $700 billion a year importing hydrocarbon energy from outside the
borders of this country. This dollar figure is surprisingly similar to the TARP pack-
age and the economic stimulus package that this Congress passed within the last
few months.

Mr. Chairman, imagine for a minute, if these hundreds of billions of dollars we
currently spend outside the borders of this country buying energy were spent inside
this country, developing our own natural resources, employing Americans to produce
American Energy for American Industry.

At a time when job creation and economic stimulus is absolutely critical, putting
Americans back to work developing our own natural resources would go a long way
towards restoring American economic viability.

Mr. Chairman, I need not tell you that states are struggling. I just drove up from
Richmond where Virginia is attempting to close a nearly $4 billion deficit. This Con-
gress has authorized revenue sharing with the coastal states as part of opening
more areas of the Outer Continental Shelf. We sincerely hope you continue the pro-
gram.

Mr. Chairman, I ask you to only look north to our friends in Canada. They are
already in the Atlantic Outer Continental Shelf recovering 500 million cubic feet of
natural gas a day off of Nova Scotia. Canada is also expanding hydrocarbon recovery
in the Atlantic basin off Newfoundland. To our south, Cuba is moving forward with
development of their offshore resources. Yet, we continue to restrict access to poten-
tial reserves of unknown amount because this nation has chosen to restrict event
he basics of exploration to make this determination. Mr. Chairman, in this instance
ignorance is not bliss.

Mr. Chairman, because of Virginia’s actions, we are currently in the MMS five-
year leasing plan with potential lease sales occurring as early as 2012. We would
encourage you to work with Secretary Salazar to keep Virginia on schedule.

We in Virginia recognize that there is no one silver bullet to solve our nation’s
energy crisis. The solution must be thought of as a silver shotgun shell, with each
pellet as important as the next.

Opening additional OCS areas is one pellet. Expansion of nuclear power and re-
visiting prior decisions on breeder reactors is another. Conservation, energy effi-
ciency, development of renewables and alternative energies are pellets, and the list
goes on.

Three years ago in Virginia we passed a comprehensive energy plan, which I au-
thored, with bipartisan support. The Virginia Energy Plan includes all the forms of
energy just mentioned as well as the expansion of energy research and development.

However, we do not hold the keys, Mr. Chairman. You in Washington do. Please,
Mr. Chairman, unlock the doors. One has been opened with MMS action to date
with regards to Virginia’s OCS. Open that door for other states that want to follow
Virginia. Facilitate the expansion of our nuclear industry. Open up more areas for
energy development. Continue to expand the good work to date on funding energy
R&D. Expand our efforts to use our existing energy more wisely. We as a nation
are at a critical juncture where the health of our economy and the health of our
planet are intertwined. We look to you, our federal representatives, to make the
right decisions for the future of our country. Please hear my plea to allow us as
Americans to take advantage of our domestic resources so we may secure America’s
energy independence while putting Americans back to work.

Thank you for allowing me to testify before you today. I would be happy to answer
any questions at the appropriate time.
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The CHAIRMAN. Thank you, Senator. Mr. Graves?

STATEMENT OF HON. GARRET GRAVES, DIRECTOR,
LOUISIANA GOVERNOR’S OFFICE OF COASTAL ACTIVITIES

Mr. GrAVES. Thank you, Mr. Chairman. Happy Mardi Gras. It
is a state holiday, but apparently nobody else got the headline.

The CHAIRMAN. Happy Mardi Gras to you, too.

Mr. GrRAVES. I want to thank you very much for the opportunity
to testify today. It is actually better, for both my health and mar-
riage, that I am here versus there, I am sure.

I want to show a quick satellite depiction from NOAA of North
America. You can see, 60 million years ago, how the Mississippi
River Delta was somewhere near Illinois perhaps. Over this 55-mil-
lion-to-60-million-year period, you can see the evolution. The point
here is that you have an extraordinarily dynamic coastal area in
Louisiana, an extraordinarily dynamic delta in coastal Louisiana,
that today is one of the most productive areas in the nation.

An MMS report, years ago, determined that the evolution of the
oil and gas industry has had profound impacts on the culture, geog-
raphy, society, and the economy of the state in the 20th century.

In reviewing the testimony in the hearing that was held by this
Committee on February 11th, a number of issues were repeated,
and they pertain to tourism, commercial fishing, recreational fish-
ing, and the maritime industry. Those concerns that were brought
up were hypothetical projections or estimates of what would hap-
pen if additional offshore production were established in states that
currently do not host such production, or if production was ex-
panded where states that are currently hosting.

I can show you exactly what is happening in Louisiana rather
than giving you theories or hypothetical suggestions of what is hap-
pening. This is really what we are facing and what we have seen
in Louisiana after several decades of production.

New Orleans is one of the top tourist destinations in the Nation
and the world. We have 10 million visitors to New Orleans alone
and over 20 million visitors to Louisiana last year, and it is one of
the state’s largest economies, totaling $10 billion just last year.

The commercial fishing industry; we have the top commercial
fishing industry in the continental United States, the top producer
of crabs, oysters, crawfish, and we were the top producer of shrimp
until Katrina wiped out our infrastructure, but we will take that
back from Texas. The commercial fishing industry represents
50,000 jobs in the state and has a $2 billion economic impact.

Here is some NOAA data showing, and confirming, again, the
importance of the commercial fishing industry to Louisiana. The
top fishing ports in the Nation are in Louisiana, with the exception
of one in Dutch Harbor, Alaska.

On the recreational fishing side, Louisiana is home to numerous
national and world fishing records. There are 1.2 million saltwater
anglers just in 2006, and recreational fishing in our coastal area
represents a $3 billion annual impact, tens of thousands of jobs,
and Louisiana has the fourth-best recreational fishing industry in
the nation, measured by economic activity.

In addition, in terms of the sustainability and the productivity of
our ecosystem, many of you may remember that alligators were on
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the brink of collapse several years ago. As a result of improvements
to the ecosystem in coastal Louisiana, the alligator population has
rebounded. Now, we actually have hunting seasons for alligator, in
addition to a very active farm-raised alligator community and pop-
ulation: boots, belts, and other products I will be selling later. But,
again, just showing the success of the ecosystem.

On the maritime side, once again, there were concerns expressed
in the previous hearing that oil and gas development would box out
the maritime industry by requiring the use of the ports and limited
slips, and things like that. Louisiana is home to five of the top 15
ports in the nation, and that does not count the impact from oil
and gas activity. It is not measured in these statistics.

We have the top tonnage port in the hemisphere, the largest port
system in the world between Baton Rouge and New Orleans, and
over 30 states today rely upon our port system for maritime com-
merce.

In addition to those benefits, and, again, showing you exactly
what is happening in Louisiana, where we produce more offshore
oil than anywhere else in the nation, there are additional benefits.
We produce up to 20 percent of domestically generated oil and gas.
We have safe, stable, secure, and clean production. Since produc-
tion began offshore in Louisiana, we have produced 14 billion bar-
rels of crude oil and condensate and 135 trillion cubic feet of nat-
ural gas.

Just from the production offshore of Louisiana, it is estimated
that the U.S. Treasury has received direct benefits related to rents,
bonus bids, and royalty payments totaling $150 billion, and, as
many of you know, virtually no money has been returned to the
state from that $150 billion.

In addition, 320,000 jobs are sustained as a result of offshore oil
and gas production. It has an annual economic impact of $65 bil-
lion, and that is the petrochemical industry, which includes on-
shore, offshore, and associated industrial activity, and the direct
OCS impact is $6 billion annually.

Louisiana is a laboratory. I am not going to sit here and tell you
that we have not made mistakes and that there were no adverse
impacts from oil and gas production in Louisiana, but one thing is,
is that we have cleaned up the industry. We have changed our
coastal management practices to make them more sustainable, but,
again, there have been impacts from that production, but I think
that showing the maritime, showing the fisheries, showing the
healthy ecosystem, it shows that it is possible to have a sustainable
oil and gas activity while having a sustainable ecosystem.

In coastal Louisiana, the Corps of Engineers identified 9,300
miles of pipelines. We have some of the most intense energy infra-
structure in the world, and these all represent pipelines, these
lines here in the Gulf of Mexico, again, the most intense energy in-
frastructure in the world. In the state, we have almost 40,000 miles
of pipelines related to the energy industry.

Another concern that was expressed at the previous hearing was
from spills, and that is something that clearly is very important.
After Hurricanes Katrina and Rita, we did experience some spills,
but the majority of those spills were results of onshore activities
that were not related necessarily to offshore production.
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The third bullet down there identifies that an MMS study found
that there were no spill contacts to the shoreline; there were no
oiled-up marine mammals, birds, or other wildlife; there were no
large volumes of oil on the ocean surface to be collected or cleaned
up; and there were no environmental impacts from any spills from
Hurricane Katrina or Rita. There were no major spills, and I want
to clarify, the word “major” is a term of art defined by the Coast
Guard, and it signifies, it represents, a spill in excess of 100,000
gallons. But with over 120 offshore platforms destroyed as a result
of those two hurricanes, again, no major spills.

Again, we had approximately eight million gallons that were dis-
charged or lost, the majority of that being onshore. That compares
to 11 million from the VALDEZ spill. Natural seepage, as was dis-
cussed earlier, from oil and gas activity in the Gulf of Mexico rep-
resents a larger loss or discharge in the environment than any-
where, in any spill source or anything else in the United States,
and there is up to an 800-percent greater chance of losing or dis-
charging oil and gas into the atmosphere as a result of shipping
rather than production. So, obviously, the closer to production the
consumption of that product, the safer you are.

I know I am out of time, so I am just going to very quickly run
through a couple of slides here.

This just depicts the subsidies that the Federal government is
currently putting toward the various sources of energy production.
You guys talked earlier about the need to use solar, use wind, and
other types of alternative energy sources. Clearly, they are impor-
tant, but, in looking at this, you have extraordinary subsidies that
are being put toward those energy sources. It is simply not sustain-
able. It is not competitive, and especially when we are facing eco-
nomic challenges, I think we need to continue to look at oil and gas
as a source of energy.

We are continuing to import in excess of 60 percent of our oil
consumed in the United States, and that includes from volatile
sources, like Nigeria and Venezuela. We have extraordinary re-
serves that are recoverable out in the OCS today—Ilet me blaze
through—showing the significant improvements in energy effi-
ciency. I believe that continued investment in energy efficiency
should be part of a package and could be funded from additional
offshore revenue generated from new production.

This shows the current projections, and it is commendable that
California is attempting to achieve a 33-percent renewable port-
folio, but, in many other states, it is simply unachievable, and,
again, it is not economic.

I would urge that the Committee continue to look at all of the
tools that are available, to not say “no” to offshore drilling. I am
not going to sit here and be a knuckle dragger and tell you that
you can drill your way out of the energy challenge because that is
not the case, but I do think that continued expansion and develop-
ment of the offshore area should play a key role in the development
of future comprehensive energy policy.

[The prepared statement of Mr. Graves follows:]



69

Statement of Garret Graves, Director, Office of Coastal Activities, Member,
Mineral Board, and Chair, Coastal Protection and Restoration Authority,
State of Louisiana

Happy Mardi Gras. Mr. Chairman, Ranking Member and Committee members,
thank you for the opportunity to participate in today’s important hearing. I am Gar-
ret Graves, Director of the Louisiana Office of Coastal Activities, a member of the
State’s Mineral Board and Chair of the Louisiana Coastal Protection and Restora-
tion Authority.

Louisiana’s coastal area is often referred to as a “working coast” and is home to
the world’s best food, the unique Cajun culture, five of the nation’s top 15 ports,
the top producer of fisheries in the continental United States, the largest source of
domestic oil, number two domestic provider of natural gas, the second largest per-
centage of oil refining capability in the country, the nation’s highest capacity of Liq-
uefied Natural Gas terminals capacity and the home of over two million people that
rely upon a resilient, progressive, sustainable and productive coastal area. The Of-
fice of Coastal Activities was established to coordinate the various policies affecting
activities in Louisiana’s coastal area. It operates similar to the Council on Environ-
mental Quality in that the office is designed to function across all state agencies
and advocate the consensus state coastal policy.

I commend the Committee for taking on the extraordinary task of developing com-
prehensive national energy policy. It is a challenging effort that, while necessary,
I would not wish upon anyone. Your approach to take a step back and fully evaluate
all energy sources, their potential to meet energy demand in both the short and
long-term, and to implement progressive, sustainable energy policy is exactly the
recipe that is needed to reduce the volatility in energy prices, reduce the burden
on consumers’ pocketbooks, increase employment opportunities and to improve our
national, economic and environmental security—as President Obama has defined in
his energy goals.

Last month, the Department of the Interior’s Minerals Management Service re-
leased a draft plan for offshore oil and gas development that included the potential
for additional production offshore California and new oil and gas production areas
on the east coast. Released by the previous Administration, the plan would go into
effect following the current 2007-2012 offshore plan. The release of the draft plan
was the impetus for many thoughts and discussions on a comprehensive energy pol-
icy and evoked many strongly-held opinions from communities across the country.
I believe this was the intent of the proposal. Secretary Salazar’s recent decision to
provide for additional time to consider this draft plan was appropriate considering
the significant change in policy that could result.

In reviewing the Committee’s previous outer Continental Shelf hearing on Feb-
ruary 11, and the response of a number of coastal states regarding the anticipated
impact of the draft 2010-2015 plan, I believe it important to share and hope that
the Committee considers the experiences of Louisiana related to offshore energy de-
velopment.

Offshore Louisiana has provided approximately 85 percent of the outer Conti-
nental Shelf (OCS) oil and an estimated 81 percent of OCS natural gas. This trans-
lates to over 14 billion barrels of crude oil and condensate and 135 trillion cubic feet
of natural gas produced offshore our state. As you can see, we have had more off-
shore production of oil and gas than any other area of the nation. Rather than rely
upon beliefs or feelings, I hope that some of our actual experiences will weigh heavy
during this Committee’s deliberations.

There are many experts that have predicted the collapse of tourism, fishing, mari-
time and other coastal activities with the introduction of offshore production. The
facts in Louisiana prove otherwise:

Tourism

e New Orleans is one of the top national and world tourist destinations.

e Before Hurricane Katrina tourists to New Orleans alone had over 10 million
visitors per year.

e Tourism, including this week’s Mardi Gras celebration, in the New Orleans area
provides a $5 billion economic impact annually.

e Replacing the revenue from tourist visits to New Orleans would require impos-
ing a tax of $3000 per family statewide.

e The State of Louisiana had over 24 million tourists visits last year.

e Tourism is one of the largest economic sectors in the state and generates an
estimated $10 billion annually.
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0il Spills
e According to the Minerals Management Service, since 1980 over 4.7 billion bar-
rels of o1l have been produced and less than one-thousandth of one percent of
that has spilled.
e The MMS also found that there has not been a spill greater than 1000 barrels
in the last 15 years from an offshore platform.
e An MMS study determined that Hurricanes Katrina and Rita:
O no spill contacts to the shoreline
no oiling of marine mammals, birds, or other wildlife
no large volumes of oil on the ocean surface to be collected or cleaned up
no identified environmental impacts from any OCS spills from Hurricanes
Katrina or Rita
O no major spills

[OeoNe]

Fisheries

e Louisiana is the top producer of seafood in the continental United States.
O The state produces more oysters, crabs, crawfish than any other
O More shrimp is harvested offshore Louisiana than any other state (pre-
Katrina)

e Louisiana is a top recreational fishing destination

e In 2006, an estimated 1.2 million recreational anglers tested their saltwater
fishing skills in Louisiana’s coastal waters

e Numerous national and world fishing records have been set in Louisiana’s
coastal area.

e According to the National Oceanographic and Atmospheric Administration, Lou-
isiana has the fourth best recreational fishing industry in the nation (measured
by economic impact).

o There is an estimated $3 billion annual economic impact from recreational salt-
water fishing in Louisiana.

e Tens of thousands of jobs in our state are dependent upon the recreational fish-
ing industry.

e The commercial fishing sector generates over $2 billion in sales annually and
supports an additional 50,000 jobs.

Maritime

¢ Five of the nation’s top ports are located in Louisiana’s coastal area.
e Louisiana is home to the top tonnage port in the hemisphere and the largest
port complex in the world.

e Over 30 states rely upon Louisiana’s port system for maritime commerce.

I would like to reemphasize that these are realized not projected statistics.

While Louisianans have benefited by the extraordinary economic activity associ-
ated with Louisiana’s tourism, fisheries and our maritime industries, the nation has
been the true beneficiary of our hosting federal oil and gas activities:

Energy

e An estimated 17-20 percent of domestically-produced oil and gas comes from
Louisiana.

e 30 percent of the nation’s crude oil supply and 34 percent of the natural gas
consumed in the U.S. is either produced in Louisiana, in the Louisiana OCS or
requires Louisiana’s energy infrastructure for passage to market.

Fiscal Impact to U.S. Treasury

e In addition to indirect benefits to the economy and revenues generated by in-
come taxes, OCS energy production provides one of the largest non-tax revenue
streams to the U.S. Treasury.

e In recent years, direct OCS revenues to the federal treasury were estimated to
approach %’10-12 billion annually.

Jobs

e A study performed for the Mid-Continent Oil and Gas Association determined
that the energy industry (includes onshore and offshore production) has a $65
billion annual economic impact on the state.

e OCS production has an economic impact of nearly $6 billion annually and sup-
ports over 320,000 jobs in the state.

I recognize that many believe that increasing oil and gas production will prolong
America’s dependence upon fossil fuels and threaten the health of the environment.
The State of Louisiana commends the Committee for its continued focus on pro-
moting diverse alternative energy sources to meet our nation’s growing energy de-
mands. We believe that wise investments of the nation’s resources include efforts
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to improve the competitiveness and efficiency of wind, solar, geothermal, hydro-
power, nuclear, wave, tidal, biomass and many other energy sources. For countless
reasons, it is an appropriate and laudable long-term goal to power our homes, cars,
businesses and industrial activities with alternative sources of energy. Unfortu-
nately, cost competitiveness issues and a lack of appropriate infrastructure prevent
access to many alternative energy technologies for most Americans. With the cur-
rent state of the economy, Congress should be very sensitive to any policies that
would increase financial pressure in the form of higher utility and fuel costs on our
already-struggling families.

As we all know, it would be impossible to simply flip a switch to fulfill all energy
demands with alternative sources overnight. It is difficult to predict any scenario
whereby conventional fuels will not continue to play a major role in powering our
economy as part of a near-term or transitionary energy strategy. This near-term
strategy may take 15 years or it may take much longer, but significant thought
must be given to how and where our conventional fuel demands will be met.

The United State is currently importing nearly 60 percent of the oil we consume.
This is up from 24 percent in 1970. In addition to increasing our trade debt, current
supplies of oil are being met by increasingly volatile or threatening countries. The
top five exporters of oil to the United States include the unstable regulatory envi-
ronments of Venezuela and Nigeria. In addition, many of environmental standards
related to oil production fail to compare to the stringent standards in the United
States. It is often said that we should not expand OCS production in the United
States because it would take up to ten years to get new production areas online.
While we could quarrel over the timing of bringing production online, it is counter-
productive to the larger issues before the Committee. We should focus on a com-
prehensive vision that plans for our long-term goals while providing for our imme-
diate and transitional needs.

I urge the Committee to keep in mind that oil imports have steadily increased
since the 1970s and are projected to continue to increase for the next several years.
The United States has one of the most stable regulatory climates in the world and
we maintain some of the most stringent environmental standards. For those of us
concerned about the environment, I would assume that this concern expands beyond
the borders of the United States—the global environment. Would it not make more
sense to meet our near-term demands for conventional fuels by expanding domestic
production areas? If properly implemented, this will increase employment opportuni-
ties, reduce our trade deficit, prevent the transfer of billions of dollars per month
to foreign governments and increase our energy security.

Earlier this month, Secretary Salazar said, “We need a new, comprehensive
energy plan that takes us to the new energy frontier and secures our energy inde-
pendence”. President Obama established a goal of eliminating our dependence on
Middle Eastern oil within 10 years. While it would be premature to endorse the pro-
posed 2010-2015 OCS plan, a responsible expansion of domestic production areas
combined with increased energy efficiency, conservation and strategic investments
in expanding alternative energy production and development are fundamental com-
ponents of any solution. Oil and natural gas prices will increase again. We cannot
drill ourselves out of our energy demand, but we can take responsible steps to tran-
sition ourselves onto a path of true energy independence.

Tlo summarize my initial recommendations to achieve the President’s energy
goals:

1. Recognize that any near-term or transitionary comprehensive energy strategy
will continue to rely upon conventional fuels (including natural gas) beyond
that which are currently produced domestically;

2. Expand efforts to improve energy efficiency and the conservation of energy re-
sources;

3. Supplement the tens of billions of dollars previously-invested in alternative
energy research, development and incentives to improve the competitiveness
and infrastructure associated with alternative energy sources (including nu-
clear and hydropower);

4. Make strategic investments in improving the efficiency of conventional fuels;

5. Recognizing the stringent environmental standards in the United States, deter-
mine where significant reserves of accessible hydrocarbons can be safely pro-
duced domestically;

6. Ensure that investments in this transitionary strategy will complement longer-
term efforts to achieve energy independence and improve our energy security
by meeting our energy demands with clean, safe, stable domestically-produced
energy; and

7. Energy revenues should be shared with host states as outlined below.
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Our experiences in Louisiana demonstrate the ability to allow for the coexistence
of multiple uses of coastal areas; however, I do not want to suggest that OCS activi-
ties are without impact or cost to states.

As the nation’s top energy source and the “guinea pig” for many early oil and gas
production practices, Louisiana has experienced adverse impacts from energy pro-
duction. These cumulative impacts from decades of production include:

e Stress upon our landside infrastructure to support offshore activities.

e The loss of coastal wetlands as a result of early practices related to accessing

hydrocarbons in the coastal area.

e The intrusion of saltwater into freshwater ecosystems.

Congress should accompany any new expansion or increase in domestic oil and
gas production with a program to allow for the sharing of energy revenues. While
Congress did provide for the limited sharing of offshore production revenues in the
Gulf of Mexico Energy Security Act, pursuant to the act revenue sharing begins in
2017. This program is too far in the future to address the current needs in coastal
states like Louisiana and would prevent proactive steps to be taken by states initi-
ating offshore production.

Rather than reinventing the wheel, Congress should simply model any energy rev-
enue sharing program after that which has been used for onshore production areas
on federal land since 1920—the Mineral Leasing Act (MLA). Under this law, 50 per-
cent of energy revenues from production of resources on federal lands are shared
with states that host such production. In the case of the MLA, there are no strings
attached to the use of these shared revenues. In recent years, the states of New
Mexico and Wyoming have shared $1 billion annually from this program.

In addition to the 50 percent going directly to states that host onshore energy pro-
duction, an additional 40 percent goes into the Reclamation Fund to carry out water
projects in these same states. In effect, 90 percent of the energy revenues from pro-
duction on federal lands are returned to states while only 10 percent goes to the
U.S. Treasury. In the case of offshore production today, virtually all revenues gen-
erated from production in the OCS goes to the Treasury. Quite simply, the disparity
between onshore production and offshore production revenue sharing is illogical and
contrary to the nation’s best interests.

In the case of Louisiana, our citizens adopted a Constitutional amendment by an
overwhelming margin that dedicates any OCS revenue sharing to a coastal trust
fund to be used for coastal restoration and hurricane protection.

Louisiana has lost up to 35 square miles of coastal lands and wetlands per year
in recent years. Since the 1930s, we have lost over 2300 square miles. In 2005, the
state lost over 200 square miles of land in just two days. Hurricanes Katrina and
Rita had an extraordinary impact on our coastal ecosystem that exacerbated land
loss. This may seem like a parochial issue or “Louisiana’s problem” to many of you.
I would like to help you to understand why this is actually the nation’s challenge.

Following the 2005 hurricanes every consumer in America was paying an average
of 75 cents to one dollar a gallon in higher fuel prices. This was a result of the
energy infrastructure damage in our state. A recent study found that if just one of
Louisiana’s energy ports were shutdown for three weeks, the loss in revenues to
U.S. firms would exceed $10 billion.

In addition, responding to the 2005 hurricanes Congress has appropriated funds
or established programs totaling nearly $150 billion—the key word here is “respond-
ing”. Had revenue sharing provisions been in place, I estimate that nearly 80 per-
cent of the 1800 lives that were lost and 80 percent of the funds appropriated by
Congress could have been saved. Further, the fuel price spikes experienced by con-
sumers nationwide would have been averted. Under the Louisiana Constitution, the
state would have utilized its revenue sharing funds for measures to protect, restore
and improve the resiliency of coastal Louisiana.

Finally, we urge that Congress establish parity on state seaward boundaries. Cur-
rently, the states of Texas and Florida enjoy a state seaward boundary of three ma-
rine leagues, or roughly nine miles. Louisiana, Mississippi and Alabama have a sea-
ward boundary of only three miles. The disparity dates back to when states were
admitted to the union and its basis is simply irrelevant to sustainable coastal man-
agement. Providing consistent or expanded state boundaries would allow states to
exert greater control over those areas which affect onshore and near shore activities.
It will reduce conflicts related to coastal consistency determinations and result in
improve management of coastal resources.

Recommendations related to the expansion of offshore development:

1. Identify those areas with significant recoverable hydrocarbon reserves;

2. Evaluate the impact of the recovery of reserves with states;
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3. Weighing state interests, consistency with ongoing coastal uses, energy inde-
pendence goals and national security determine which new production areas
should be developed,;

4. Establish an offshore revenue sharing program comparable to that under the
Mineral Leasing Act for onshore energy production;

5. Energy revenue sharing should have a historical component recognizing and
addressing needs related to historical and cumulative impacts of multi-decadal
production;

6. Revenue sharing should provide sufficient resources to allow for proactive ef-
forts to prevent adverse impacts from offshore development;

7. A portion of offshore energy revenues should be dedicated to the development
of onshore and offshore alternative energy resources; and

8. As recommended by the Oceans Commission, an ocean and coastal trust fund
should be established to address coastal and near-shore management efforts of
all coastal states and territories.

I appreciate this opportunity to share experiences from Louisiana’s long offshore

development history and look forward to your questions.

Mr. ABERCROMBIE. Mr. Chairman?

The CHAIRMAN. Yes.

Mr. ABERCROMBIE. Before we go to the questions, could Mr.
Graves make available to us a document which incorporates his
slides and commentary because I think your well-crafted com-
mentary here is very good, that we have here, but it does not con-
tain the slides?

Mr. GRAVES. Sure.

Mr. ABERCROMBIE. And I think it would be very valuable if we
could have them. I learned a lot from them. I am a big fan of what
you are doing down in Louisiana. I have seen it myself, when the
speaker, the then-majority leader, took us down there in connection
with Katrina. This is very, very valuable information for us to have
as to with regard to a practical implementation of what we would
like to do here. Could we do that?

The CHAIRMAN. Mr. Graves, if you could do that, by unanimous
consent, we will allow you to submit that at another time, a later
time, for the record of today’s hearing.

Mr. GRAVES. Yes, sir.

The CHAIRMAN. And also, I would like to ask unanimous consent
that a letter from Governor Tim Kaine, from the Commonwealth of
Virginia, requesting that the letter he sent to Secretary Salazar, on
February 19, 2009, be made a part of today’s hearing record as
well.

[The letters from Governor Kaine submitted for the record
follow:]



COMMONWEALTIH OF VIRGINIA
Office of the Governor

Timothy M. Kaine
Governor

February 23, 2009

‘The Honorable Nick J. Rahall TT
Chairman

House Committee on Natural Resources
1324 Longworth House Office Building
Washington, DC 20515

Dear Chairman Rahall:

fe]ease ﬁnd enclosed a letter that I sent to Secretary Ken Salazar on February 19, 2009
Sa(: :625;(;1 tght}:a't the Department .of .In_terior postpone the Outer Continental Shelf ,(OCS; Lease
at is proposed for Virginia’s coast. 1 applaud the Committee’s interest in hearing the

differing perspectives on offshore drilli
¢ ng and
included in the hetmmg s oprore drili g and request that my letter to Secretary Salazar be

Sincerely,

I/

Timothy M. Kaine

§ 67-300. Offshore natural gas and wind resources.

A. In recognition of the need for energy independence, it shall be the policy of the
Commonwealth to support federal efforts to determine the extent of natural gas re-
sources 50 miles or more off the Atlantic shoreline, including appropriate federal
funding for such an investigation. The policy of the Commonwealth shall further
support the inclusion of the Atlantic Planning Areas in the Minerals Management
Service’s draft environmental impact statement with respect to natural gas explo-
ration 50 miles or more off the Atlantic shoreline. Nothing in this Act shall be con-
strued as a policy statement on the executive or Congressional moratoria on produc-
tion and development of natural gas off the Atlantic shoreline.

B. It shall be the policy of the Commonwealth to support federal efforts to exam-
ine the feasibility of offshore wind energy being utilized in an environmentally re-
sponsible fashion.

(2006, c. 939.)



COMMONWEALTH of VIRGINIA
Office of the Governor

Timothy M. Kaine

Governor

February 19, 2009

The Honorable Ken Salazar
Secretary of the Interior
Department of the Interior
1849 C Street, N.W.
Washington DC 20240

Dear Secretary Salazar:

I am writing to ask that you postpone the Outer Continental Shelf (OCS) Special
Lease Sale 220 that is proposed for Virginia's coast. This Lease Sale is the only one
currently proposed anywhere along the Atlantic seaboard.

Virginia’s offshore energy policies as enacted in state law (Code of Virginia,
Chapter 3 of Title 67) support federal efforts to determine the extent of natural gas
resources 50 miles or more off the Atlantic shoreline, including appropriate federal
funding for such an investigation. Our policies do not support exploration for oil or
production of gas or oil, which would be allowed under Lease Sale 220.

I applaud your decision to extend the public comment period for the proposed 3-
Year Program for oil and gas development on the OCS by 180 days. As I understand it,
that 5-year plan includes 3 areas off the Atlantic Coast. I have consistently called for the
Minerals Management Service (MMS) to consider the Atlantic coast as a whole, rather
than singling out a particular state for a lease sale.

I believe that no lease sale should be conducted in the Atlantic until the process
that you have outlined for the 5-Year Program is complete. During that time, I look
forward to Virginia being able to continue a dialogue with the MMS as we address the
challenging issues related to production of offshore energy resources. Thank you for
your consideration of this request.

Since

"N g )
M / )
l/v

Patrick Henry Building ® 1111 East Broad Street ¢ Richmond, Virginia 23219
(804) 786-2211 » TTY (800) 828-1120

www.governor.virginia.gov
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The CHAIRMAN.Gentlemen, thank you for your testimony. I would
like to ask a question, I guess, to the entire panel.

In recent days, of course, we have seen some activity and state-
ments made here in Washington by some Governors of our states
that they will not accept parts of the stimulus package, in par-
ticular, your Governor, Mr. Graves. And, by the way, Mr. Graves,
we welcome you back to Capitol Hill. I understand you used to be
on the staff of our former colleague and dear friend, Billy Tauzin,
so we welcome you back.

Anyway, your Governor, among some others, has said that

Mr. ABERCROMBIE. Mr. Chairman, excuse me. Could Mr. Graves
give us the information despite the fact that he worked for Billy
Tauzin?

The CHAIRMAN. Governor dJindal, in particular, has said that he
will not accept parts of the stimulus package. He may accept some
programs but not others, and some of the Governors are reserving
the right not to be told by the Feds what to do.

This is yet another example of the states wanting it their way.
We have so often heard states saying they resent Federal mandates
and Federal intrusions, et cetera, et cetera. We have this problem
when it comes to OCS oil and gas drilling. We have the same prob-
lem. Some states fully support unlimited offshore drilling, some
states support it with qualifications: drilling for natural gas only,
drilling only if they ran the program, drilling if they get their half
of the revenues, and on ad infinitum.

However, these are Federal waters. These are Federal oil and
gas resources, and we are a nation comprised of a union of states.
These are lands that belong to all of our American people. The fact
of the matter is that the states do not exist in a vacuum. We all
have neighbors who may or may not support what your state wants
to do on offshore oil and gas leasing.

So, my generic question is, how do we address this situation?
How do we reconcile the problem? Senator?

Mr. WAGNER. Mr. Chairman, you make the statement, and, cer-
tainly, you have heard a lot of testimony that there will be some
impact to those states where the activity occurs. I know you have
entertained some revenue sharing in some of the most recent par-
cels that you have put out, but while we recognize that that is Fed-
eral land, we also recognize that that is Federal land in Wyoming,
Federal land in Colorado.

That is Federal land, yet the revenue sharing contemplated for
those states with activity off their shore is far less than the current
revenue sharing ongoing from that Federal property that is collec-
tively owned by all of us around the nation, yet the revenue share
back to these states is a much greater percentage, off the top of my
head. I am sure someone on the Committee knows.

Under that same concept, we would look to see that those lands
adjacent to our state, from three miles out to the end of 200 miles,
get that same consideration. In fact, I know of one plan recognizing
that border states may also have consequential impacts if the rev-
enue sharing spreads even up, you know, north and south, in the
case of the Eastern Seaboard, with other states so that all states
where the activity is constructing off their shore would probably
enjoy some of those benefits also.




77

Clearly, I think you have heard a lot of statements today about—
we all understand it is about money, who knows best how to spend
that money, and we happen to feel that, in Virginia, that we had
part of the bill—it is not currently part of it, but 40 percent would
go to our efforts to clean up the Chesapeake Bay, 40 percent would
go to transportation, statewide, so some of you folks can get back
and forth, if you live in Virginia, a little easier than you can right
now; 10 percent for energy tax credits to encourage conservation,
and 10 percent to help fund research and development as matching
money to use for Federal efforts.

Those were our thoughts in Virginia with regards to the stimulus
package. We were facing a $4 billion deficit. This will help plug
that hole significantly for this year. What we are already talking
about right now in Virginia is the “cliff effect,” that we are seeing
significant revenue drop off. January was a shocker for us—we did
not get the results until three weeks in—some 15-some percent in
income tax collections.

It very much concerns us, if this trend continues. We see that,
while it is a one-time, in the absence of that, that the cliff could
become much larger next year when we go back to contemplate our
biannual budget next year.

So, that is our concern now. We have kind of escaped for the next
10 or 11 months, but it is not escaping us unless we see a signifi-
cant economic turnaround, that we are going to be facing a very,
very large cliff and a very large funding hole next year that, quite
frankly, will be very, very difficult to patch up.

Mr. CHRISMAN. Mr. Chairman, if I might, from California’s per-
spective, our Governor has said we are going to take the Federal
stimulus dollars to California because we see the dollars, we think,
being well spent, in terms of the partnership programs and our
transportation infrastructure across the state in many other areas
that we think are important.

You asked specifically about in the context of OCS offshore drill-
ing in Federal waters. What do we do next? How do we get through
this conversation, this debate, that you have obviously had in Con-
gress for a number of years and are obviously trying to tee up
again, from a policy conversation?

I would suggest you do exactly what you are doing and continue
to do exactly what you are doing, and what the Obama administra-
tion is proposing to do, in terms of a national conversation and de-
bate around a coherent, short-, medium-, and long-term energy pol-
icy for this nation that recognizes that we have conservation as an
integral part of it, smart metering. You have heard a lot of the con-
versation today, really good ideas put forward today. They need to
be a part of this continued conversation and debate, getting us, the
states, involved in it as we move through this process because we
all have a stake in it.

In California, as you have heard, we have experienced a lot of
this. Back in the mid-to-late seventies, as a result of the energy cri-
sis, we decided, as a state, we were going to get more energy effi-
cient. You heard the results of that today.

We did it through appliance standards, water-reuse opportuni-
ties, and other activities that have essentially created some real
good opportunities for us in California, in terms of our electricity
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use. But, at the end of the day, in California, there are 38 million
people. We have a growing population across this nation. We have
all got to be a part of this growing debate, and what you have teed
up here, I think, is the right approach.

The CHAIRMAN. Does anybody else wish to address the question?
Yes?

Mr. GRAVES. Mr. Chairman, I think you addressed that question
to me, to some degree, so I feel like I need to answer it. I just want
to clarify, the Governor did express concern about the unemploy-
ment benefits and the strings that were attached to those funds.
I need to be very careful with I say, or I will be applying for them.

I believe that the Governor’s concern in this case was that the
program established an unsustainable benefit program, whereby,
after two to three years, when the Federal funds were no longer
available, the state would be unable to sustain that level of benefit,
and that was the concern that the Governor had, but we are con-
tinuing to evaluate all of the stimulus revenue streams, and we
will continue to make determination on whether or not we would
access those based upon the conditions associated with the funding.

In regard to your second question on how to, I guess, strike that
balance of the Federal resource, yet the impact perhaps upon the
state, Mr. Chairman, I think that a sweet spot can be found in this
case.

For example, the State of Virginia is willing to produce, they
have expressed an interest to produce—I know that Senator War-
ner pushed legislation in the Senate recently, last Congress, to try
and open up some of the OCS areas offshore of Virginia. Associated
with that, providing for revenue sharing, like is done under the
Mineral Leasing Act since 1920, where the States of Wyoming and
New Mexico receive in excess of a billion dollars a year, with no
strings attached on those monies.

So, again, there are impacts, but I think providing funds and
sharing those revenues with the states, like is done for production
on Federal lands onshore, you can address those impacts, and you
can have healthy, sustainable, offshore energy production areas in
the United States.

The CHAIRMAN. OK. My time has expired, but I will ask a follow-
up question on my second round. I now recognize the Ranking
Member, Mr. Hastings.

Mr. HASTINGS. Thank you very much, Mr. Chairman, and thank
all of you for your very enlightening testimony.

Mr. Chrisman, I would like to ask you a couple of questions. In
your written testimony, you stated, and I want to quote you di-
rectly on your written statement, you “want to dispel that myth
that California only consumes oil and gas and does not produce it.”

However, according to “ca.gov,” which is, obviously, a government
organization, California only produces about 37 percent of the pe-
troleum that it uses and only produces a little over 13 percent of
the natural gas that it uses. This is according to “ca.gov.”

Don’t you think that a reasonable person would suggest that you
could use the OCS resources, and it is estimated, by the way, to
be about 10 million barrels of oil and about 16 trillion cubic feet
of natural gas, to reduce its dependence on out-of-state energy?
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And that is especially so since and overwhelming amount of your
gas goes to producing electricity.

Mr. CHRISMAN. It is a debate we continue to have. We have, in
California, recognized that the trade-offs, as I said in my prepared
comments to you and my comments here today, for offshore oil and
gas development, for us, are not, at least at this stage of the game,
are not worth the risk.

We have opted to go the energy-efficiency route, to go the alter-
native route in all that we are doing in California.

Mr. HASTINGS. But you are not dispelling the myth, then, are
you?

Mr. CHRISMAN. No, of course, not.

Mr. HASTINGS. But you said that in your statement. I just want-
ed to make that point.

So, in a way, you are correcting that you are not dispelling the
myth that you do not produce oil and gas.

Mr. CHRISMAN. The myth that we are talking about is that we
do not produce any. We do some.

Mr. HASTINGS. Right.

Mr. CHRISMAN. I am not going to quibble with the numbers that
you presented. I am sure they are correct, but, at the end of the
day, as we look at the long-term growth of California, clearly, the
alternatives that we are talking about—the transportation fuel, the
low-carbon standards that we have put in place in our transpor-
tation fuels and others—we think, is the right approach.

Will we continue to have the debate about the need to access
that energy in the Outer Continental Shelf? Yes, we will. We will
continue to have that, but, at this stage of the game, we are where
we are and continue to be very strongly in that position.

Mr. HASTINGS. You also stated in your testimony about what
California has done, and you alluded to it just a moment ago, about
your renewable. While I am sitting here listening to this testimony,
there is an article that showed up in one of my large papers in my
district, the Yakima Herald-Republic, and it reports that wind
power from a wind farm in my district is being sold, lock, stock,
and barrel, to Southern California Edison. It is a wind farm that
produces enough electricity for 100,000 homes, which, by my math,
equates to a city of about 400,000 to 500,000 people, which is a
substantial part.

I have to tell you that when I hear testimony from a state that
does not want to utilize the resources it has and would rather by
resources from my state on energy production, I find that sort of
attitude somewhat disturbing, and I say that because wind tur-
bines—listen, I am all in favor of alternative energy, but when a
state puts in standards, like you do, and now you are going to im-
port enough electricity from just only one company to electrify a
city of up to 500,000 people, I find that disturbing. Any response
to that?

Mr. CHRISMAN. I mean, we are contributing to the economy of
your state by doing that, and, at the end of the day, we are all on
a west-wide grid in the United States. We all share power. We all
depend on hydropower certain times of the year from Washington,
from the Bonneville Power Project. At certain times of the year
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when hydro is at a peak, we will ship a lot of the hydro north to
other parts of the western grid.

Mr. HASTINGS. Let me ask this question, then, in this regard, be-
cause you have a standard of so much renewable that has to be—
our state does the same thing.

Mr. CHRISMAN. Right.

Mr. HASTINGS. So, what is the response to my constituents,
where we build these wind farms in my district and ship it to Cali-
fornia? When you testify here, you say, “Well, it may help our econ-
omy,” but you do not want to help yourself by going offshore.

Mr. CHRISMAN. But we help ourselves by building our own wind
farms, by having 21 percent of the nation’s available solar power
Ehat we are using for our own folks. That is exactly what we are

oing.

Mr. HASTINGS. According to Mr. Rohrabacher, there are some
problems getting that decided because of lawsuits.

Mr. CHRISMAN. Well, we are in the midst of making that happen.
We are working on that right now, expanding upon that 21 percent
available solar nationally. That is what our figures are. We are ex-
panding them now.

Are there challenges? Of course, there are challenges. We are
working in partnership with the Bureau of Land Management out
in the desert region to put these solar farms in place and, at the
same time, get the environmental permits necessary not only to
site them but to get the transmission lines in place to get them——

Mr. HASTINGS. One last question. I appreciate the indulgence,
Mr. Chairman.

Can you meet, within your own state, the standards that you put
in place of renewable energy?

Mr. CHRISMAN. We are convinced we can. We are just over 20
percent right now——

Mr. HasTINGS. OK.

Mr. CHRISMAN.—and we are setting at 33 by 2020. We are con-
vinced we can. We will probably exceed that.

Mr. HASTINGS. One last question to Senator Wagner. The Chair-
man put into the record a letter from Governor Kaine. Are you fa-
miliar with that letter?

Mr. WAGNER. Yes, Mr. Chairman and Congressman Hastings. It
was delivered to me while I was sitting in the Committee yesterday
by the Deputy Secretary of natural resources, so the first I saw it
was at about 2:00 yesterday.

Mr. HASTINGS. What does it say, essentially?

Mr. WAGNER. The letter basically says that he supports Sec-
retary Salazar’s position to extend the delay, that since the existing
regulations do not provide for natural gas only and do not provide
for exploration only, that his position is that Virginia does not want
to be in the program because of what has gone on. So, he supports
the delay, and he asks for additional study and that type of thing,
as near as I can recall.

Mr. HASTINGS. Thank you very much, Mr. Chairman.

The CHAIRMAN. Thank you. The gentlelady from New Hamp-
shire, Ms. Carol Shea-Porter.

Ms. SHEA-PORTER. Thank you, Mr. Chairman. I am sorry that I
arrived a little late, but if you do not mind, I am going to say I
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will brag about the person who is sitting here from New Hamp-
shire. I am very happy to see you here today, Ted. Ted is the man-
ager of the New Hampshire Coastal program, which is really crit-
ical for conservationists, and your wisdom and your experience con-
tribute a lot, and we thank you for your work.

I will start out by asking you some questions. In your testimony,
you had talked about, and I am going to quote you exactly, “mul-
tiple uses must be considered with long-term productivity of these
resources.”

Can we do that? Can we really have long-term productivity if we
have multiple uses of the oceans?

You also talked about putting money into these programs. Will
money fix these problems, or are these issues really the tension be-
tween the multiple use of a critical resource, for example, the fish-
eries, versus o0il? Do they have to be in an adversarial position
there? How do you think we would be able to solve that?

Mr. DIERS. Thank you very much for having me here also. Usu-
ally, I am the only person from New Hampshire in the room in
Washington, so it is great that there are two of us.

Ms. SHEA-PORTER. That is the whole state now. We are here.

Mr. DiErs. I think that the issue is, to some extent, we do not
know because we have never really tried, and I think that that is
one of the issues that was being raised by Mr. Farr this morning,
and I think it has been raised by a number of the questions that
have come up today, is that I do not know that we have ever given
it the full college try, in doing some very large-scale, Federal-state-
partnership kind of planning that would happen on a regional basis
in which the states and the feds go together as full partners and
have a great, scientific assessment of our resources, and what are
the impacts of those. We can barely count the fish.

I think it is really challenging that we need to put resources to-
ward that kind of examination, and I think that that is what the
states have largely been saying, is that, before we charge ahead in
some direction, that we need to make sure that we have looked at
these issues, and especially as it relates to, we do not want to pre-
clude some sort of renewable energy source as we are developing
some traditional energy source and then trying to protect some of
the resources that, I think, Dr. Marvinney talked about in the Gulf
of Maine, for instance.

That all needs to come together in a rational and comprehensive
energy policy, and so I think that that is really what we are talking
about and what the states have been trying to put across.

Ms. SHEA-PORTER. It is sort of like jumping off of a building, and
they keep telling you there is a net there, but you are not entirely
certain because we have not done enough research to know, at this
point. We have not put enough money into these programs to really
study the impact.

Mr. DiERs. I think that the two Ocean Commission reports that
came out made that very, very clear, that we have not, and I think
the Chairman, in his comments last week, also said that we are not
putting enough money into oceans, or the money that was coming
in is going everywhere but oceans.

These are serious, serious issues that we have not fully ad-
dressed, and I think that we are just now at the cusp of having the
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kinds of technologies and the kinds of analytical tools that we can
use to be able to do this. We are at the point where we finally, I
think, can start to do this, but it is going to require some signifi-
cant resources and some significant critical will to make that hap-
pen.

Ms. SHEA-PORTER. I think they have to get it right when more
than half of the world depends on the oceans for essential protein.
If we make a mistake, and we cannot pull back from it, we are
going to create a problem that is larger than any of us could ever
imagine. I appreciate your warning that we have to really take a
good, hard look at this.

Dr. Marvinney, I wanted to ask you—you talked about the cost
of development versus the return, and you were citing Georges
Bank. Can you talk a little bit about why Georges Bank is so crit-
ical, tied in with the issues that we just brought up?

Mr. MARVINNEY. Well, it is a hugely valuable fishery for the
State of Maine and for the rest of New England, the other New
England states, and, I am sure, New Hampshire as well, and I do
not have numbers on what that economic value is, but it is a big
reason why our coastal seaports are what they are today. It has
been driven by that fishery and the economics that go with the
fishery, and certainly there have been a lot of issues with these
fisheries over the years, with overfishing, et cetera, and we are col-
lectively trying to work on that.

I think that the comments of Mr. Diers on working together,
states and the Federal agencies, is a primary way to go because
there are so many overlapping issues here, in terms of these re-
sources, we need to be sure that one activity is not going to harm
another activity that is already in place.

Ms. SHEA-PORTER. Thank you.

Mr. Graves, not to pick on you at all here, but I, too, was down
in Louisiana during Katrina, and I read the papers every day, and
the picture that you portrayed up there was quite different from
what they were talking about in the papers, and I also had lived
in Louisiana before, and I know that a lot of the land was de-
graded, and it was not necessarily the offshore drilling but the re-
fineries and everything tied in with it. So, it adds to the sense of
urgency that we need to really fully invest in our renewables so
that we are not trapped like that.

But I want to have you talk a moment, if you would, please,
about all of the reasons that they thought that New Orleans suf-
fered so greatly, for example, the loss of the land, the acres of the
wetlands, and the fact that they built that channel in and how that
allowed the surge for the water.

I love your state. I have lived there, and I urge everybody to go
and be a tourist there. It is a great place, but there is a problem,
and there has been a problem for a long time. I know that the
source of the water was the Mississippi when I lived there, and
they would have problems and tell people, “You might have to
worry about your drinking water today until they clean it out.”

So, could you address what you realistically see as some of the
problems with having oil and gas? I would like to say, up front,
that I support drilling. I know that we need to do this right now.
What I am trying to do here is say there are some problems and
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that if we invested in renewables right now with the same sense
of urgency that we have faced other problems in our history, that
we would be able to switch over, at some point.

Mr. GrRAVES. Congresswoman, thank you for the opportunity to
respond. I appreciate you going to Louisiana just after Katrina had
happened.

Ms. SHEA-PORTER. It is a great state.

Mr. GRAVES. Since the early 1930s, the State of Louisiana has
lost in excess of 2,300 square miles of land, the greatest land loss
in the nation, by far. If we were the State of Rhode Island, we
would no longer exist. If we were the State of Delaware, nearly
three-quarters of the state would be gone.

The primary cause of that land loss is not related to oil and gas
production. I want to be clear. The early oil and gas production, in
my opinion, was done in a manner that was not sustainable, but
the major cause of land loss in Louisiana was the channelization
of the rivers—the Mississippi River and the Atchafalaya River—
that began in the 1800s and continued after the Great Flood of
1927.

It did achieve its goal of reducing flood losses in those areas, but
it had an adverse impact of cutting off the sediment. The reason
I showed a satellite depiction of the changes in North America
landscape over 60 million years was to show that, was to show that
the river caused the accretion of land. It was a delta-building proc-
ess. Whenever the river was channelized, you cut off that sediment
material from continuing to build the delta, and it now goes into
the deep part of the OCS, where it has no beneficial use whatso-
ever. So, again, that is the primary cause.

To be clear, going back to the 1940s and the 1950s and even
1960s, there were access channels that were cut into our coastal
area to get to hydrocarbons and produce those hydrocarbons. We
now know that that also caused the intrusion of saltwater into
freshwater estuaries, and that did have an adverse impact on the
ecosystem.

The channel you referred to is known as the “Mississippi River
Gulf Outlet,” and, as you know, that channel was a man-made
channel. It was not cut for oil and gas development; it was cut for
maritime purposes to provide an alternative to the Mississippi
River.

You will be happy to know that, two months ago, I signed an
agreement to close that channel, and construction is underway to
close that channel.

So, again, just to be clear, there are adverse impacts. I think, if
the Mississippi River and the Atchafalaya River had not been
channelized, I think that the sediment from the river likely would
have refilled those cuts into our coastal area that caused the intru-
sion of saltwater.

Last, if I could just respond to your water-quality issue, and I am
glad you brought that up as well, in Louisiana, we do have water-
quality problems, and the majority of those are actually rep-
resented or recognized in the Gulf of Mexico, where we had the
largest dead zone, each spring, in the nation, and it grows to
around 10,000 square miles, an oxygen-depleted zone that is vir-
tually devoid of marine life.
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But the important thing to know, in this case, is that the nutri-
ents—the nitrogen and the phosphates and other chemicals—that
cause that dead zone are not as a result of discharge from Lou-
isiana. We drain 32 percent of the contiguous land mass of North
America and two-thirds of the United States, and the runoff from
the Midwest, the runoff from the rest of the nation, is what caused
our dead zone, and you can see, where we are with a 10,000-
square-mile dead zone and the largest producer of fisheries in the
continental U.S.—no relationship to the oil and gas industry.

The last point, if you do not mind, is that you talked about the
structures, and you talked about the habitat in the coastal area. In
Louisiana, I can tell you, from personal experience, that the struc-
ture that is established by oil and gas infrastructure is where the
fish are. That is where you catch fish. So, there is a win-win situa-
tion there.

Ms. SHEA-PORTER. OK. Thank you. I was thinking about this
town, but I could not remember the name of it, but I know this is
going to be familiar to you now, the Murphy oil spill. You know
what happened there. I was there at the time, and we know that
there was that terrible spill and that it ruined the community. I
remember the heart-breaking stories there.

Now, the point I am making again: I appreciate the fact that
Louisiana is willing to be a center for gas and oil drilling, and, by
the way, that water spill that I was referring to was not from the
Midwest, but we will let that go; it was right from Louisiana.

But the problem here is that anytime we do this kind of drilling,
there is going to be some risk, whether it is in the offshore or
whether it is the refineries or wherever. There is going to be some
environmental pain there, and I appreciate the fact, again, that
Louisiana absorbs so much of it, and I know that we need the gas
and the oil. This is not to say that we can stop today; we cannot.

But would you talk for a moment about what happened to the
people of St. Bernard Parish and how you think that could have
been avoided and still be heavily into this business, and what you
see, in terms of the future, and do you have a basic belief in our
ability to use renewables and eventually phase out some of this?

The CHAIRMAN. Before the gentleman can answer, we have five
votes. I do want to allow a response, but just as a way of house-
keeping here, we have five votes on the Floor of the House, at the
current time, and that is going to take, I would estimate, an hour.

Would the panel be able to return, if we recess for one hour?
Would the panel be able to return in one hour, for a half an hour?
That should wrap it up.

We do have three or four Members left to question. We should
be able to wrap it up in a half-hour once we return in an hour. So,
E you can hold that response, Mr. Graves, until we return in one

our.

Mr. ABERCROMBIE. Mr. Chairman?

The CHAIRMAN. Yes, Mr. Abercrombie.

Mr. ABERCROMBIE. Before Mr. Marvinney leaves, Doctor, could
you please let Governor Baldacci know that he still owes me spa-
ghetti sauce that his mother makes that he said he was going to
get to me, and I have yet to see it?

The CHAIRMAN. And me, too.



85

Mr. MARVINNEY. I will be sure to pass that on. Thank you.

The CHAIRMAN. The Committee will stand in recess for one hour.

[Whereupon, at 1:36 p.m., a recess was taken.]

The CHAIRMAN. The Committee on Natural Resources will re-
sume sitting, and the next gentleman to be recognized is the gen-
tleman from Virginia, Mr. Wittman.

Mr. WiTTMAN. Thank you, Mr. Chairman. I want to thank the
panel members for your participation today. I appreciate your pa-
tience. I know today was a long affair, so we appreciate your pa-
tience there.

I want to especially thank Senator Wagner for coming here. I es-
pecially appreciate your hard work there in Virginia on crafting an
energy policy there that now stands as the state’s energy policy
today, so we appreciate that.

In order to follow up on that, you spoke, a little bit earlier, about
Virginia’s energy policy and about how the current policy supports
just natural gas exploration in the OCS, and I wanted to ask you
if you think that that is a practical position, from a public policy
standpoint, and whether that really lends itself to wise policy for
the development of our hydrocarbons offshore in the OCS.

Mr. WAGNER. Let me just start, Mr. Chairman and Congressman
Wittman, by saying that, a year prior to the Energy Bill, we did
pass a piece of legislation that called on our Virginia liaison office,
who are lobbyists in Washington that represent the Commonwealth
of Virginia, to lobby to lift the moratorium, which included oil and
gas, and it passed in overwhelming numbers in the Senate and the
House, and was conferred to then-Governor Warner, now Senator
Warner, who vetoed the bill because he said he wanted to study it
for an additional year.

He did complete that study. Amazingly, it came out about a day
after he left office, and the study determined that it would have
been altogether appropriate to pursue that.

So, as part of the comprehensive energy plan, that language was
kept in the bill in its exact form that it passed. Somewhere after
it passed the general assembly, in those same words, and while it
was sitting on Governor Kaine’s desk, I got worried that perhaps
all of that would be struck, and what you see, a product of negotia-
tion between myself and the Governor’s Office, is that language,
and, concurrent with that language going on, I was in conversa-
tions with him, and that is because they were considering, at the
time, removing Virginia from the five-year plan, and that language,
MMS conveyed to me, would be sufficient to keep Virginia in the
five-year plan, which was really the goal. We do not have a whole
lot of say with regards to our policy.

Having said that, I think it is totally impractical. I think every-
one in this room knows that the government does not have the fa-
cilities or the capabilities to actually do the exploration, the 4-D ex-
ploration, they do now. Those capabilities are controlled by those
in the industry. Clearly, they are not going to expend the type of
resources that they would need to actually go out and do the sur-
veys to confirm whether or not, what type, and where it is without
reasonable certainty that they could then develop it, should they so
find it.
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So, obviously, it is an impractical policy, from my standpoint.
Again, the 50-mile negotiation that we negotiated in Virginia was
determined by our geography, which indicates that there is not
going to be much of interest within 50 miles. I know that may not
be the area. There are other areas, particularly in North Carolina,
where those deposits might be.

I think it would be a bad step if this Committee would move for-
ward with 50 miles as the limit barrier to go forward with. I think
it is one of those areas that just, in terms of negotiating, was some-
thing that I was able to negotiate with the Governor’s Office and
not really give away anything.

So, as a practical step, I think that is an impractical position,
and I think it is important that we move forward with and do that.
Having said that, you know, I hope that there are substantial re-
sources off the coast.

Mr. WiTTMAN. Thank you, Senator. As you well know, under the
current Outer Continental Shelf Lands Act, exploration, by itself,
of just natural gas resources is not something that is allowed as
they go forward with the five-year plan to look at leasing off of Vir-
ginia.

Based on that, do others in the general assembly agree with the
Governor’s request in providing a limitation to just natural gas ex-
ploration in the OCS off Virginia?

Mr. WAGNER. I would say the views vary as much, and I do not
want to pin down any specific legislator on their particular views.
Certainly, I think the vote that most legislators took, on behalf of
my original bill, would be indicative that they are supportive of the
entire measure.

I think the Energy Bill got through with major equal proportions
with that same language in. Obviously, the negotiated language
was taken up during the veto session and accepted by everybody,
but I think there are those that definitely want to move forward
with it and move forward with it relatively rapidly.

It is interesting that we talk about the tourism issues and that
type of thing. I do represent half of the City of Virginia Beach. Ob-
viously, tourism is a major component of our business triad right
now, and an overwhelming percentage of people support the par-
ticular positions that a number of us have taken in that area in
support of it.

What we found actually impacted tourism, this last year, was $4-
a-gallon gasoline, the lack of availability, and the state of the econ-
omy, at that point, and I think what you are going to see impacting
tourism this particular summer, as the tourism season comes in, is
going to be the economy itself, people taking less trips, people
spending less money.

That is what we saw in Virginia, significant reductions in tour-
ism along the Shenandoah Valley. Our hotels were filled in Vir-
ginia Beach. What we found is that they were not spending the
money that they would have normally spent out there, and so it
was directly related, we felt, to fuel prices.

Mr. WITTMAN. Let me ask one final question. I talked, a little bit
earlier, about a comprehensive U.S. energy policy. Can you tell me,
in that context of a national comprehensive energy policy, what do
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you g?ee as a reasonable policy for drilling in the OCS off of Vir-
ginia?

Mr. WAGNER. I think that a reasonable policy would be that we
do take advantage of those resources. Whether you subscribe to the
greenhouse gas theories or do not subscribe to the greenhouse gas
theories, the fact of the matter is, we import a substantial, 60-some
percent of our hydrocarbon energy from outside our borders, to the
extent that we produce it ourselves, as opposed to importing it,
only improves this economy.

I think our focus, Job One, ought to be Job One for America.
That should be our focus right now, and, clearly, that is going to
be a part of that issue. I think, equally important, as a part of our
strategy, whether you subscribe to greenhouse gas or not, is clearly
the expansion of the nuclear industry. That is an industry that we
basically made practical in this country.

We invented many of the things they use. We walked away from
it; France did not. We could take a lesson off of what France has
done, both with that and the use of the breeder reactor technology,
to recycle their spent rods that we take out of our reactor that are
now part of our storage problem. They are actually a significant re-
source, if we go back and revisit our decision to walk away from
breeder technology and reuse those rods. Eighty percent of the
energy in those nuclear rods is still available in that rod at the
point where we can no longer use them in our reactors, at this
point.

I think a number of issues do that, and I think we can get here.
Remember, the demands on natural gas and many of the policies
that you have pushed forward in Washington here only serve to in-
crease the demand on natural gas in this country, particularly, the
clean air laws and number of those issues have really substan-
tially—the large growth area we see in natural gas in Virginia and
probably around the Nation is in the generation of electricity,
where, more and more, it has become a part of the base load or,
at least, more frequently coming online.

The CHAIRMAN. Thank you. I want to continue where we left off
before we broke for the votes on the House Floor, and Ms. Carol
Shea-Porter was asking a question of Mr. Graves, and you may re-
spond to it now, Mr. Graves.

Mr. GRAVES. Thank you, Mr. Chairman. Congresswoman, thank
you for your question.

As I recall, there were approximately two million gallons that
were spilled at the Murphy oil refinery in Chalmette, Louisiana, St.
Bernard Parish. There was actually a larger spill that occurred on
the west bank of the Mississippi River, Blackman’s Parish, the
Bass facility.

Both of those facilities, I think it is very important to keep in
mind, were refining and storing facilities that were not necessarily
related to the offshore production. I talked earlier about the MMS
study that found that, in regard to the offshore production, there
were no major spills, and there was no shoreline impacts, that nat-
ural processes absorbed the oil, and the oil evaporated.

Those were storage facilities where we had a Category 5 hurri-
cane with, at one point, wind gusts as high as 235 miles per hour,
which took a huge tank battery and picked it up and moved it.
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I do not know if it is even possible to design structures that are
resilient enough to withstand the extraordinary beating that they
took.

One thing that is important to keep in mind, and you hit on this
earlier, we have lost, as I said, 2,300 square miles of land in coast-
al Louisiana. That land, I do not think I drew this connection, and
I need to, that land serves as a vital buffer between the Gulf of
Mexico and some of the developed areas of coastal Louisiana.

With the loss of those 2,300 square miles, there is a rough equa-
tion that the Corps of Engineers developed where they said that,
for every 2.7 miles of healthy wetlands, you reduce storm surge by
one foot. Well, these facilities, in many cases, had 10, 20, 30 miles
of buffer between them and the Gulf of Mexico, and now, in many
cases, like the Bass facility and, to some degree, the Chalmette fa-
cility, the Gulf of Mexico is lapping at their doors.

So, again, just to recap, I think the wetlands buffer was a signifi-
cant cause of that.

Number two, these were facilities that were not necessarily re-
lated to offshore production. They were related to the petrochemical
industry, that it would have come from somewhere but not defi-
nitely from the offshore.

The other question that you asked, if I recall, is you asked if I
thought there was a role for renewables in the future, and, if so,
how to proceed. The answer, in my opinion, is, absolutely. I think
that renewables have to play a major role as a future energy
source, and I commend California, again, for their efforts to try and
achieve a third, and I think that we should set goals to try to de-
velop and produce a larger share of our energy from renewable
sources over the long term.

But it is vital to keep in mind that we have to develop a transi-
tion plan. We are not going to be able to, as I said in the testimony,
flip a switch and, overnight, go toward renewable fuels. There is
going to be a role in that transition plan for the continued produc-
tion of oil and gas, and rather than us shutting down all production
domestically, like I believe I have heard some propose, that de-
mand for oil and gas production is going to have to be met.

So, we can either produce it here and expand oil and gas produc-
tion as part of that transition plan where we have the safest, most
stringent environmental standards, where we have a stable regu-
latory environment, or we can produce it in Venezuela, we can
produce it in the Middle East, we can produce it in Nigeria, where,
by the way, last week, three Americans were taken captive, and
where you have much less-stringent environmental standards.

Ms. SHEA-PORTER. Let me just say, for the record, that I am not
one to say stop because we cannot. My whole point here is that we
need to start getting very, very active, and we cannot just have one
way to provide energy and that this is the point where we make
a decision about investing in our future.

We know what our present is, and our present definitely has oil
in it, and our near future has oil in it, but I also would want to
point out that there is benzene in the sediment of that community,
and that was Murphy Oil. I know that there was some damage
done by the oil rigs, but the point is that, as long as we need to
produce oil, we are going to have some of these unintended con-
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sequences. So, it is not simply what happens out in the ocean; it
is what happens when we bring it in and where we have it along
our coastline in our communities.

But you are absolutely right, and I hope that we never frame the
argument “either/or” because I do not think it is that. I think it is,
both, everything we can do right now so that we can supply our
energy needs with an eye to our future, and I think we have prob-
ably used up all of the time that we could reasonably expect to use
right now, so I thank you very much for your testimony today, and
I thank all of you.

Mr. CosrTA [presiding]. I thank the gentlewoman, and it appears
that you got a second round, and since I did not get my first round
on this panel, I will indulge the Committee, with everyone’s per-
mission.

Mr. Graves, could you explain to me, succinctly, very briefly, why
somehow it is safe to drill off the coast of Louisiana, Texas, Mis-
sissippi, and, yes, California, and nowhere else in the country?

Mr. GRAVES. Mr. Chairman, I do not agree with that statement.
As I said before, I think that there were some impacts from the
early production. I think we have refined the technology, we have
refined the production techniques, and I think it is safe to produce.

Mr. CosTA. It was somewhat, in all fairness, a rhetorical ques-
tion because I do not agree with it either, but I think you made
the point well in your statements and with your slide panel.

Mr. Diers, the Chairman of the Coastal States, how many coastal
states does that include?

Mr. DIERS. We have 35 members, the Coastal States Common-
wealth——

Mr. CosTA. Eastern coastal states?

Mr. DigRs. All of them, including our territories and islands.

Mr. CosTa. All of them, OK. Well, you are a real powerful guy.

I remember a controversy that came up, but I noted your testi-
mony, and your colleague from the Northeast as well, talking about
utilizing the oceans and having a balanced approach, but on wind
renewable and efforts to introduce and develop wind renewables, I
believe it was off of Massachusetts that it was very controversial.

What renewables should or should not be considered? I guess, is
my question. I mean, I can understand why some people have prob-
lems with oil and gas, but answer the question, please.

Mr. DIERS. Sure. I would say that our position, from a broader,
coastal states perspective, is the same as it is on the offshore drill-
ing. It is that we hope that the states will continue to have a key
role to play in those decisions.

Mr. CosTA. I understand, but there was controversy, particularly
around wind power, on a project that I read a bit about. I am not
an expert. What was the source of that controversy?

Mr. DiErs. Well, I do not actually work in Massachusetts. I be-
lieve you are talking about the Cape Wind project, and my under-
standing is that there was a conflict in uses the people wanted
there at that particular site and that that was the——

Mr. CosTA. Would it be fair for all of the panel members, and
if any of you disagree, shake your head, that part of when we are
balancing a renewable portfolio versus a traditional oil or gas, and
I understand why, and we have that with other issues that are off
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the coast, that are inland, but there is just a NIMBY syndrome.
Some people do not want—I mean, isn’t there a percentage of that?
Mr. Chrisman?

Mr. CHRISMAN. There is a number of issues we have been dis-
cussing here today. One is an energy policy, a renewable portfolio
that California has established that I actually voted for and sup-
ported. I want to commend you and the Governor, and I think it
is a standard that we ought to try to obtain nationwide, and I also
applaud myself since I voted for some of that effort over the years,
in terms of a balanced energy package that was using all of the
energy tools in our toolbox.

But the other part of the discussion that has taken place here
today is the impact on the oceans, and I would just like to try to
put it in perspective. One of our colleagues, earlier today, made the
comment that the moratorium was responsible for improvements,
but I am trying to understand that because the fact is that, in four
states, we have not had a moratorium. I am not so sure how we
can credit the moratorium for helping improve the fisheries.

What would you, as Natural Resources Agency Secretary in Cali-
fornia, what impact would you say, in terms of not the energy port-
folio—that is a separate discussion—but in terms of helping deal
with the degradation of fisheries in the ocean?

Mr. CHRISMAN. Congressman, as I understand it, the question is
not so much the oil impact but other impacts. Is this what you are
talking about, degradation of the oceans?

Mr. CosTA. I made the comment, and if any of you have any new
information, please, I am always trying to get the newest informa-
tion.

It was a 2002 National Academy of Sciences report that basically
studied all of the various analyses on contributing sources of deg-
radation to the oceans and fisheries, and it basically said that over
85 percent of it was as a result of nonpoint-source pollution, runoffs
and all the kinds of things, and I think they attributed, in North
America, one percent was the result, and I do not know if these fig-
ures are accurate or not, was the result of oil and gas production,
and three percent around the world. Do any of you have any newer
figures on that?

Mr. CHRISMAN. I get what you are asking, and I think, quite
frankly, they are the figures that we keep using as we look at the
work that we are doing in the California Ocean Protection Act, the
recognition that what we really have to do is we have to take a
look at the adverse water-quality impacts along the coast, pretty
significant, up into our estuaries where our water supply projects
come from. There is significant degradation there.

But in the ocean, it is, in certain parts of our state, particularly
in Southern California, where we have numerous sewer outfalls all
up and down the coast in Southern California, we see significant
degradation of the fisheries and the fisheries resource.

Mr. COSTA. So, there are two discussions here, and I understand
why people want to link them, but one is the degradation of the
oceans and the fisheries, and the other is as to whether or not we
should encourage additional oil and gas development, OCS, because
that might somehow diminish our impacts to move to renewables.
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I am one of those who do not believe that that is—some of my
colleagues——

Mr. CHRISMAN. I do.

Mr. CosTA. I mean, I think there is a short-term, an inter-
mediate, and a long-term energy policy

Mr. CHRISMAN. I agree.

Mr. CoSTA.—which continues to seem to miss us here, for what-
ever reasons that I cannot quite put my finger on.

So, if you were trying to get your best bang for your buck for pro-
tection of the oceans, the impacts of the 27 platforms in California,
would you say that is significant, or would you say that that is de
minimis.

Mr. CHRISMAN. It is de minimis.

Mr. CosTA. And are we not doing a lot of slant drilling within
that three-mile area along California and deriving literally hun-
dreds of millions of dollars to the State Lands Commission that
Californians enjoy spending for other environmental and park pur-
poses?

Mr. CHRISMAN. Are you referring to the PXP?

Mr. CosTA. Well, there is that, and then there is the existing fa-
cilities. I think, out of the 27 platforms

Mr. CHRISMAN. Historically, we have, yes.

Mr. CosTA. Five of them are in the three-mile limit

Mr. CHRISMAN. Right.

Mr. CosTta.—and we do slant drilling off of Vandenberg and Ven-
tura County——

Mr. CHRISMAN. Yes.

Mr. CosTAa.—and they seem to work OK.

Mr. CHRISMAN. They work fine, off of existing platforms.

Mr. CosTA. Right, right. Let me ask a final question because we
have taken a lot of time, and I think it is just Doc Hastings and
myself, and we probably ought to give you folks a break.

I just think that, as we try to strive to, whether it is a 20-percent
or 30-percent renewable portfolio, that we be careful about the
issues. I mean, a lot of people have agendas around here, and Cali-
fornia is no different, but it seems to me that trying to develop that
policy, and I asked that question to our colleagues earlier, and I
said I would ask it to you again, what is missing, as we develop
a near-term, intermediate, and long-term, comprehensive, sustain-
able energy policy, that you think you are doing in California that
we are not doing here?

Mr. CHRISMAN. What is missing is, and I have said it in my an-
swer to the question of the Chair, what is missing is the conversa-
tion that has begun here, with the president and others, about an
integrated, national energy policy that recognizes all of the issues
that we have been talking about today and gets us, at the states,
engaged with you, at the national level, to bring this about because
there are going to be significant regional differences with respect
to the policy, significant regional differences in demands. There are
going to be ocean issues and ocean-degradation issues that are not
applicable to other parts of the nation.

So, it is the work that gets done here, in the policy conversation,
and focus, with the support of the president, with the support of
the administration, and the support of the Congress, to carry for-
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ward and recognize that we have to get that short-term, medium-
term, and long-term energy policy in place.

Mr. Costa. All right. One final question, and then the Ranking
Member has a few questions that he would like to ask.

We know that, out of the 27 platforms in California—I like to re-
mind my colleagues, especially my California colleagues, that we do
drill in California—and while five of them are within the three-
mile limit, the 23 that are in the Federal-designated area, OCS,
with the new technologies that I have been becoming more familiar
with in the Gulf of Mexico, where they are able to actually go out
in deep water and develop these pods on the ocean floor and de-
velop multiple wells to further expand that resource, clearly, you
made it clear about the Governor’s emphatic statement about his
view about additional drilling.

I am just wondering, in those 23 platforms that exist in Cali-
fornia, if that new technology was implemented that would allow
for additional development of that resource. Is that in that em-
phatic no and no but no, or would that be considered?

Mr. CHRISMAN. It would be considered, but we have to be careful.
We had a Plains Exploration Petroleum Company that it was actu-
ally a platform in Federal waters for the proposed slant drilling
into state waters. We have the authority, in statute, the state lands
commission has the authority, to regulate that, and so, with the
Governor’s support, we took to the state lands commission the sup-
port to allow that additional slant drilling to take place. The state
lands commission turned it down.

1\}/{1‘. CosTA. Yes. I think I remember that vote, two-to-one. All
right.

Mr. CHRISMAN. The Governor—we supported that move.

Mr. CosTA. Well, I applaud the Governor for supporting that
move.

My questioning is completed at this time, and I will submit fur-
ther questions, in written form, for the other witnesses.

Thank you, all of you, for your good work. We will listen to my
colleague, the gentleman from Washington, and then, when he is
finished, we will conclude the hearing. I will ask for unanimous
conseélt that our Members submit additional questions for the
record.

My good friend, Doc Hastings, will be the final word on today’s,
I think, helpful and informative panel. It is good to see all of you,
especially Mike. Thank you.

Mr. HASTINGS. Thank you, Mr. Chairman. Let me thank you for
coming here today and for staying through, which is a normal
interruption for us, the necessary votes and staying for an extra
hour and 15 minutes.

This hearing is the second of three hearings, and we are talking
about drilling in the Outer Continental Shelf, and we have charac-
terized it a great deal about energy, which, of course, is true, but
there are a lot of byproducts, for example, that come from petro-
leum and natural gas. You are all drinking water out of a container
that is a byproduct of petroleum and natural gas, and I would sug-
gest that probably, with the exception of Senator Wagner, all of you
flew here. Am I right? The other four of you, except Senator Wag-
ner, flew here. You drove, too?
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Mr. MARVINNEY. I took a train.

Mr. HASTINGS. You took a train? OK.

Let me broaden this and get you all to say “yes,” in a way, by
saying, have you flown in the past month or the past year, any-
body, all of you, at one time? All right.

The reason I bring that up is because the newer generation of
airplanes, and I am from Washington State, even though Boeing
does not have a plant in my district, but the new 787 is built en-
tirely of carbon composites, entirely of carbon composites, and a lot
of the airplanes that are being built today, different parts of them
are carbon composites.

So, if we look at offshore and the byproducts of all of this, we
have to go beyond just what energy produces, as necessary as that
is, and for us to wean our way from that is going to be a very long
process. Now, ironically, one of the reasons that the 787 is so at-
tractive is because its much lighter weight, which means it burns
less fuel, so it is a win-win situation.

I think that is worth talking about, although I certainly believe
that we need to be energy independent, that we start with that
basis.

Mr. Chrisman, you and I had an exchange earlier. I want to ask
you another question, and, Mr. Marvinney, I am going to ask you
a similar question. Do you know how many LNG facilities, liquid
natural gas facilities, are planned in California to be built?

Mr. CHRISMAN. The last number, the possibility, being proposed
was four, none of which have attained the necessary permits yet.

Mr. HASTINGS. OK. Is this something that you support?

Mr. CHRISMAN. Yes, we do.

Mr. HASTINGS. You do. OK. Mr. Marvinney?

Mr. MARVINNEY. I believe there are only two that are in the dis-
cussion phase, at this point.

Mr. HASTINGS. OK. And do you support them?

Mr. MARVINNEY. I think it is part of our transition from fossil
fuels to other sources, so we need to find ways of increasing that.

Mr. HASTINGS. So, it is part of the fossil fuel transition.

Let me just ask this question. Since we know the Outer Conti-
nental Shelf has huge deposits of natural gas, don’t you really
think that it might be more advantageous to open that up rather
than to ship natural gas from, say, Saudi Arabia or Venezuela or
Brazil? Doesn’t it seem to be more logical to utilize the resources
we have rather than to bring that in, either one of you or both of
you? Would you like to answer that?

Mr. CHRISMAN. Yes, I would, because we debated this very ques-
tion, and we opted, because so much of our electric generation
comes from natural gas, in addition to hydro facilities, but natural
gas is our predominant generating capacity, we opted to support
liquefied natural gas because of the price of natural gas at the
time; for us, it was more economical.

We spent some time talking to the folks where we were actually
talking about buying the gas, actually off of Australia. We actually
visited some of their facilities, looked at it, and we essentially made
an informed decision, on our part, to support the importation of
LNG, the creation of those terminals.
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Mr. HASTINGS. And you think that is a better option than having
your own domestic supply of liquid natural gas?

Mr. CHRISMAN. The option that we are looking at is a balance.

Mr. HASTINGS. I understand that. That is why I asked the ques-
tion. You said you made the decision to import natural gas. Do you
think that is a better option rather than having our own?

Mr. CHRISMAN. No. I think it adds to our balance, our balance
of fuels that we are bringing into California. It adds an additional
source of supply for us that we need for our population.

Mr. HASTINGS. When will those plants be built? Do you know?

Mr. CHRISMAN. I do not know.

Mr. HASTINGS. Can you give me a rough

Mr. CHRISMAN. They have met some significant opposition along
the coast. We were hoping we would have one built now. Our best
estimate is that our need in California, and, again, we have de-
bated the need—there are those, in significant numbers, at home
that disagree with the need, but, essentially, we are looking, we
think, at maybe two LNG terminals in California will get done.

Mr. HASTINGS. By when?

Mr. CHRISMAN. We hope, over the next eight to 10 years.

Mr. HASTINGS. Eight to 10 years. Now, couldn’t we develop the
our Outer Continental Shelf resources and not have to worry about
these LNG terminals?

Mr. CHRISMAN. We could, yes.

Mr. HASTINGS. Is that an option, too?

Mr. CHRISMAN. No.

Mr. HASTINGS. That is not an option.

Mr. CHRISMAN. No.

Mr. HasTINGS. OK. I wonder why, but go ahead, Mr. Marvinney.

Mr. MARVINNEY. As I said in my testimony, we are not opposed
to offshore oil and gas exploration and development. I just think it
needs to be in the places where there is the greatest potential for
those resources and consider the great potential of other resources
in some of the other areas.

So, certainly, where there are appropriate gas resources, I think
that is an important part of the picture.

Mr. HASTINGS. Well, I think everybody would agree that you do
not want to drill where there is no product to drill. That makes
sense, but, as I understand the industry, you do not know that
until you drill, which makes it kind of difficult to find out. There
are other tests, but you really do not know until you drill.

Let me just conclude. I thank you. Mr. Chrisman, in due respect,
I really feel that your response that it is better to import than uti-
lize our own resources

Mr. CHRISMAN. That is not what I said, Congressman. What I
said was, it is part of our mix.

Mr. HASTINGS. Right, but given the 10-year time period when
you could probably go out to the Outer Continental Shelf and get
natural gas, if we started today, that might be a shorter timeframe,
and I thought you responded to me by saying, no, that was not an
option.

Mr. CHRISMAN. For us, it is not an option. We do not support
going out in the Outer Continental Shelf.
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Mr. HasTINGS. OK. Well, I think that maybe we are passing each
other in the night, but I still interpret that as being a “no.”

I mean, here we are. You know, your state has gone through
some very tough fiscal times. Everybody in the country knows what
you went through. Your unemployment rate is nearing 10 percent,
and it just seems to me, part of becoming energy independent, part
of getting product that can be used by a whole variety of other
things, is a positive thing in order to help our economy, and we
know, by testimony we heard on this panel and other panels, that
ﬁou ﬁ:an do it in an environmentally safe way, why we would not

o that.

I just want to make that observation. Clearly, there is a divide
in this country. Hopefully, the side that I think we ought to do it,
knowing we can do it in an environmentally safe way, is the proper
way to go.

At any rate, once again, I want to thank you for your time here
and for your testimony, and, Mr. Chairman, thank you very much.

Mr. CosTA. Thank you very much. Yes?

Mr. HASTINGS. I ask unanimous consent to submit for the record
the UCSB study.

Mr. Costa. Without objection, and, once again, I will indicate, for
staff and Members who are in their offices or in other committees,
that unanimous consent be allowed to Members to submit addi-
tional questions for the record. As we always urge Committee
Members, if they do have those additional questions, that 10-day
period, we urge them to submit them earlier rather than later, and
we will follow through with the distinguished panels that we had
today and ask that the questions be answered in a timely fashion.

So, without any further ado, I want to thank all of the Members
who participated and both panels for a very good Committee
hearing.

The Natural Resources Committee hearing today is now
adjourned.

[Whereupon, at 3:10 p.m., the Committee was adjourned.]

[Additional material submitted for the record follows:]

Response to questions submitted for the record by Mike Chrisman,
Secretary, California Natural Resources Agency

(Question 2). To all panelists: A number of legislative proposals regarding
the Outer Continental Shelf have proposed that any new revenues that ac-
crue as a result of new offshore oil and gas activity be shared with the
States, as is now the case with the Gulf of Mexico States. At the hearing,
Congressman Farr suggested the formation of an Oceans Trust Fund, while
Congressman Rohrabacher suggested giving revenues directly to coastal
communities to allow them to address local needs, such as reducing urban
runoff and repairing sewers, although it was not clear whether only com-
munities that have drilling off their shores should be provided with fund-
ing to address those needs, or if all communities should have access to such
funding, regardless of the proximity of offshore drilling. Please provide the
positions of your state governments regarding the best use of any poten-
tially shared offshore revenue: would you prefer an Oceans Trust Fund
model that provided revenue nationally to address ocean issues, a revenue
sharing model that only included states or communities that have offshore
drilling off their shores, a revenue sharing model that provides shared rev-
enues directly to states and coastal communities regardless of whether
they have drilling off their shores, or another model entirely? Also, are
there any analogous revenue sharing programs that Congress should look
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at as good models for how to move forward, should we decide to increase
the amount of OCS revenues shared with states and local communities?

Response:

In its Final Report, the U.S. Commission on Ocean Policy identified a myriad of
challenges to improve the management of our nation’s ocean and coastal resources.
The Commission recognized that to meet these challenges additional investments
would be necessary, and Outer Continental Shelf (OCS) receipts were identified as
the primary source of funding. Additionally, the Commission recommended that a
portion of OCS revenues should be shared with coastal states (Recommendation
24-1).

California supports revenue sharing, but only if it does not provide incentives for
new OCS oil and gas development. In addition, revenues shared with the states
should further the goals of improved coastal and ocean management, restoration,
conservation, preservation, mitigation, research and education and the Congress and
the Obama Administration should consult with coastal states in the development of
any new program or formula of revenue sharing.

The California Ocean Protection Council, which I chair, supports the establish-
ment of the ocean trust fund supported by the Coastal States Organization in its
Call for Action and is included within H.R. 21 (Farr). California also has extensive
experience with two Coastal Impact Assistance Programs (CIAP) that were estab-
lished by the Commerce, Justice, State (H.R. 5344) Fiscal Year 2001 Appropriations
Act and more recently the Energy Policy Act of 2005. These laws authorized funds
to be distributed to Outer Continental Shelf (OCS) oil and gas producing states to
mitigate the impacts of OCS oil and gas activities. Though this model only provides
revenue to producing states, it could be adapted to include all coastal states. Under
this model, states must submit a Coastal Impact Assistance Plan (Plan) that meets
the federal government’s approval to be eligible for CIAP grant funds. A producing
state or coastal political subdivision (CPS) may use the funds for a variety of
projects to help mitigate the impacts of offshore energy development.

Other models have been proposed, including H.R. 701, Conservation and Rein-
vestment Act (CARA) in the 106th Congress. CARA passed the House on May 11,
2000, and was approved by the Senate Committee on Energy and Natural Resources
on July 25, 2000, but did not progress further. This approach would have allocated
revenues from OCS oil and gas activities for federal and state resource acquisition
and protection, urban recreation, wildlife protection, and related purposes. It would
have created and funded a new coastal energy impact assistance program, amended
and funded the Land and Water Conservation Fund (LWCF), funded the Urban
Park and Recreation Recovery program and the Historic Preservation Fund, increas-
ing funding for wildlife conservation, and funded land restoration and easement pro-
grams. Another model, which should be evaluated, is the “Coastal and Ocean Protec-
tion Plan Implementation Act” that was introduced in June 2007 by former Sen.
Stevens of Alaska. This bill would have established an ocean and coastal develop-
ment impact assistance fund and grant program and an ocean policy trust fund and
would have provided funding to federal agencies, coastal states, local governments,
and non-governmental entities to address ocean and coastal protection.

(Question 3). To all panelists: Do you believe that states have an adequate
role in the current MMS offshore leasing planning process? Or is there any
way that you would like to see the states roles strengthened?

Response:

We support any processes that will facilitate full state participation in all phases
of the federal offshore energy policy and leasing processes. We are encouraged by
the recent decision of the Department of the Interior to take a broader look at off-
shore energy production, be it oil and gas, wind, wave, ocean currents, or energy
conservation. We also concur with the recent emphasis on folding offshore energy
evaluations into this comprehensive energy policy approach. This type of com-
prehensive approach to energy policy has been lacking in the MMS process to date.

We also want to underscore the importance of maintaining the federal consistency
provisions within the Coastal Zone Management Act. These provisions are essential
to the federal/state partnership envisioned by Congress. Our concern about main-
taining this authority is paramount and any legislation that would weaken this au-
thority would be unacceptable to California.
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(Question 4). Secretary Chrisman, could you provide the Governor’s posi-
tion on the Plains Exploration and Production (PXP) proposal to allow an
existing federal platform to drill a new well into California state waters?
Does the state believe that it has the authority to require a platform oper-
ating in federal waters to cease operations as of a certain date? Does the
state believe that the PXP model proposed at this site could also be used
to access additional oil fields under state or federal waters?

Response:

The following is an overview of the recent developments with PXP’s proposal.

e On January 29, 2009, the California State Lands Commission considered PXP’s
application for a permit. Despite much public testimony supporting the project
and support from environmental stakeholders and the local community, the per-
mit application was defeated 2 to 1. Commission decisions cannot be appealed.

e Governor Schwarzenegger’s representative on the commission supported PXP’s
application due to unique circumstances and benefits of the proposed project;
e.g., drainage of oil from federal waters, agreements by the company to cease
operations of this facility and the entire Tranquillon Ridge and Pt. Pedernales
fields by a certain date, and property donations to the community.

e The commission’s legal counsel in consultation with California Attorney Gen-
eral’s office has determined that PXP may reapply for a permit. It is our under-
standing that PXP is aware that may reapply and this it is currently weighing
its options. If PXP decides to reapply it will have to develop a project proposal
that addresses the concerns of the commission.

The State Lands Commission does not believe that it has the authority to require

a platform operating in federal waters to cease operation as of certain date. Note:
California’s CZMA agency for the open coast, the California Coastal Commission,
has not yet considered and voted on PXP’s proposal. This would not occur until an
approval was achieved by the State Lands Commission.

State Lands Commission engineering experts believe that is technically feasible
to use the directional drilling technology that was incorporated into the PXP pro-
posal at other sites in California to access additional oil fields under state or federal
waters. However, the PXP proposal presented a unique set of circumstances (e.g.,
federal drainage, agreements by the company to cease offshore drilling operations,
and property donations to the community) that are not likely to lend themselves to
development of other sites. However, consistent with my testimony, the
Schwarzenegger Administration remains opposed to new offshore oil and gas drilling
off the California coast.

(Question 5). Secretary Chrisman, at the committee hearing on
February 11, 2009 a witness argues that additional oil drilling along the
California coastline would help reduce natural oil seeps. Does the state
agree with that argument?

Response:

According to the California State Lands Commission approximately 2,000 indi-
vidual seeps are believed to exist in the Santa Barbara Channel and Santa Maria
Basin. Our engineering experts with the State Lands Commission do not believe
there is sufficient proof that additional oil drilling would be helpful in reducing nat-
ural oil seeps. They also note that there is very little data focusing on the relation-
ship between natural seepage and production. For the following reasons we believe
that a theory of significantly reducing seep activity through increased production is
not realistic:

e Most oil is not being produced from the same (probably shallow) geological
structures as those from the seeps. Therefore there will be little or no impact,
unless these geologic structures are somehow connected.

e When pressures begin to subside with production, natural repressurization
could occur through aquifer influx; or water or produced gas is commonly in-
jected back into the structure to maintain high pressure for production. This is
regular practice by the operators.
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(Question 6). Secretary Chrisman, the committee has been told that
California has more stringent environmental requirements for oil and gas
production in state waters than the federal government has in other parts
of the OCS. For example one of our witnesses at the February 11, 2009
hearing described how California requires operators to treat and dispose
of drilling muds onshore, rather than disposing of them on the sea bottom.
Could you provide a list of environmental requirements imposed by
California that are not regularly imposed by the federal government?

Response:

California has a long history of placing special requirements for offshore oil and
gas operations. The precautions pertaining to drilling muds is just one example.
Some others include:

e Oil Spill Containment and Cleanup. California has placed special requirement
for equipment to be placed at the site of operations and with special cleanup
organizations (spill cooperatives and contractors) who can respond to larger
spills. In addition, there is a $0.05 surcharge applied per barrel for the state
Oil Spill Prevention and Response fund (collected monthly by the Board of
Equalization) for preparedness and prevention activities of the state. For ma-
rine response to oil spills, the state maintains the Oil Spill Response Trust
Fund. Currently, fees are generated at $.25 per barrel. The fund is capped at
$58 million. Per statute, the fund is to be kept at 90% of this cap.

e Safe Navigation. Prohibitions of the placement of any facilities in buffer zones
of the vessel traffic lanes.

e Air quality. Restrictions placed on emissions from drilling facilities, work and
supply boats, and onshore facilities.

e Habitat and Fisheries Protection. Reducing impacts from the placement of pipe-
lines to bottom habitats such as eel grass, rocky bottoms, and placing equip-
ment or operations that would interfere with commercial or sport fishing.

(Question 14). Secretary Chrisman, could you provide the committee with
an update on where California stands with the Coastal Impact Assistance
Program—how close is the state to receiving funding through that pro-
gram, and on what projects does the state expect to be using that funding
on? Also, please describe the state’s experiences with the CIAP program,
including any ways that the state believes it should be modified.

Response:

The California Natural Resources Agency, which I head, is Governor
Schwarzenegger’s designated lead agency for implementing the Coastal Impact As-
sistance Program (CIAP) in California. As such, the Agency has developed and
drafted with substantial public input a Coastal Impact Assistance Plan (Plan) for
expenditure of $20.6 million in CIAP grant funds. The Plan includes 80 total project
proposals from 17 eligible coastal counties and 9 state agencies. The Natural Re-
sources Agency is finalizing the Plan so that it can be submitted to the MMS head-
quarters and the MMS’s Pacific OCS Regional Office by the end of March 2009.

e These 80 projects fall under one of the following 15 categories:

. Climate Change

. Coastal Habitat Restoration

Coastal Protection and Public Access
. Coastal Sediment Management

. Coastal Water Quality

. Coastal Wetlands

. Energy

. Invasive Species

Mapping

10. Marine Debris

11. Marine Law Enforcement

12. Marine Life Protection Act/Marine Life Management Act Implementa-

tion

13. Public Education and Outreach

14. Science and Research

15. CIAP Administration
e The Natural Resources Agency has enjoyed a close working relationship with

MMS staff, especially staff at the Pacific OCS Regional office. However, develop-

ment of the state Plan has not been without significant problems. Specifically,

in June 2008, after completing a 30-day public comment period on a draft Plan,
the Natural Resources Agency was informed by MMS headquarters that the
funding level assumptions contained in the Plan would probably not come to

OB TR W
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fruition. We were further directed by MMS headquarters to redraft our Plan
based on lower funding expectations. The Natural Resources Agency followed
this direction and redrafted the Plan. A revised draft Plan was circulated for
public comment during October/November 2008.

e One fundamental way that the CIAP could be modified to benefit the states is
to change the requirement that each project contained within a state’s Plan
have its own grant agreement. As with the NOAA CIAP, the Natural Resources
Agency would prefer to execute one grant agreement with the MMS covering
all projects with each state or local jurisdiction. This change would streamline
the granting process and greatly reduce the administrative burden on the MMS,
states, and local jurisdictions. It would also enable grant funds to flow to grant
recipients much more quickly.

e In drafting future CIAP type programs, Congress should consider allocating
grant funds using a formula that uses currently available OCS revenue infor-
mation and does not rely upon waiting for future revenue information. This
change to the CIAP will provide states with more certain grant funding alloca-
tion information and thus enable them to develop CIAP plans not vulnerable
to fluctuating OCS revenue.

(Question 15). To all panelists: Last September the House passed a bill that
would have created a 50-mile buffer zone where drilling was not allowed,
and then a 50-mile zone where states would get to decide where drilling
was allowed. What are your states’ opinions on the use of buffer zones, and
do you believe that 50 miles, or some other distance, is appropriate?

Response:

Governor Schwarzenegger has a long standing policy of opposing new offshore oil
and gas leases off the coast of California. In addition, the Governor has taken every
opportunity to ensure that the (Congressional) moratorium on offshore oil and gas
leasing is maintained.

We do not believe that buffer zones would eliminate the impact of a major oil spill
off our shores. This position is based on our experience with oil spills in California
such as the 1969 Platform A spill in the Santa Barbara Channel and our observa-
tions of other spills (such as the Exxon Valdez in Alaska and the tanker vessel
Puerto Rican off San Francisco Bay). These events demonstrate that a buffer zone
of 50 or even 100 miles would not eliminate the impacts during a major oil spill.
Oil spilled during a major accident can travel long distances (well over 1,200 or
more miles in the case of the Exxon Valdez).

Response to questions submitted for the record by Ted Diers,
Chair, Coastal States Organization

I very much appreciate the opportunity to offer testimony on state perspectives
on offshore drilling and support the efforts of the Committee on Natural Resources
to develop an energy policy for the U.S. that includes traditional and renewable
energy development offshore while recognizing the importance of coastal ecosystems
and communities. The responses on behalf of the Coastal States Organization to the
questions forwarded on March 9, 2009, are below.

1. One of the concerns raised by those who are not supportive of new off-
shore drilling, particularly along the East Coast, is what role neigh-
boring states would have in drilling decisions. For example, hypo-
thetically, if New Hampshire wanted to allow drilling off its coastline,
what kind of say should Maine or Massachusetts have on that? Are exist-
ing Coastal Zone Management Act provisions adequate to protect coastal
states interests? Or is there a need for a new regional approach on these
decisions, similar to what Mr. Diers mentioned in his testimony?

Through the federal consistency provision, the Coastal Zone Management Act
(CZMA) provides states the ability to confer with a neighboring state on a consist-
ency review. Thus, states have the ability, under the current statute, to review ac-
cording to their own enforceable program. In addition, the current CZMA encour-
ages coordination among states related to planning for such development. In the hy-
pothetical above, Massachusetts would review what would be the direct impacts
that New Hampshire’s activities might have on the Massachusetts coastline and re-
sources.

CSO does support an approach that incorporates regional coordination. It allows
for more fluidity - energy production often implicates an entire region (the vast dis-
tances vessels go, the nature of oil spills/cleanups). The existing regional partner-
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ships could provide an on-the-ground mechanism for such regional planning without
creating a new governance scenario or governmental layer.

2. A number of legislative proposals regarding the Outer Continental Shelf
have proposed that any new revenues that accrue as a result of new off-
shore oil and gas activity be shared with the States, as is now the case
with the Gulf of Mexico States. At the hearing, Congressman Farr sug-
gested the formation of an Oceans Trust Fund, while Congressman Rohr-
abacher suggested giving revenues directly to coastal communities to
allow them to address local needs, such as reducing urban runoff and
repairing sewers, although it was not clear whether only communities
that have drilling off their shores should be provided with funding to
address those needs, or if all communities should have access to such
funding, regardless of the proximity of offshore drilling. Please provide
the positions of your state governments regarding the best use of any
potentially shared offshore revenue: would you prefer an Oceans Trust
Fund model that provided revenue nationally to address ocean issues, a
revenue sharing model that only included states or communities that
have offshore drilling off their shores, a revenue sharing model that pro-
vides shared revenues directly to states and coastal communities regard-
less of whether they have drilling off their shores, or another model en-
tirely? Also, are there any analogous revenue sharing programs that
Congress should look at as good models for how to move forward, should
we decide to increase the amount of OCS revenues shared with states
and local communities?

In its Final Report, the U.S. Commission on Ocean Policy identified a myriad of
challenges to improve the management of our nation’s ocean and coastal resources.
The Commission recognized that to meet these challenges, additional investments
would be necessary, and OCS receipts were identified as the primary source of fund-
ing. Additionally, the Commission recommended that a portion of OCS revenues
should be shared with coastal states (Recommendation 24-1). CSO’s position is that
revenues shared with the states should further the goals of improved coastal and
ocean management, restoration, conservation, preservation, mitigation, research and
education. In addition, Congress and the Administration should consult with coastal
states in the development of any new program or formula of revenue sharing.

CSO does not have a formal position on any particular revenue sharing model but
notes that the Coastal Impact Assistance Program (CIAP) was established in 2005
by the Energy Policy Act of 2005, authorizing funds to be distributed to Outer Conti-
nental Shelf (OCS) oil and gas producing states to mitigate the impacts of OCS oil
and gas activities. Though this model only provides revenue to producing states, it
could be adapted to include all coastal states. Under this model, states must submit
a coastal impact assistance state plan (Plan) that meets Minerals Management
Service approval to be eligible for CIAP funds. A producing state or coastal political
subdivision may use the funds for: projects and activities for the conservation, pro-
tection, or restoration of coastal areas, including wetlands; mitigation of damage to
fish, wildlife, or natural resources; planning assistance and the administrative costs
of complying with this section; implementation of a federally-approved marine,
coastal or comprehensive conservation management plan; and, mitigation of the im-
pac& of OCS activities through funding of onshore infrastructure projects and service
needs.

Other models have been proposed, including H.R. 701, Conservation and Rein-
vestment Act (CARA) in the 106th Congress. CARA passed the House on May 11,
2000, and was approved by the Senate Committee on Energy and Natural Resources
on July 25, 2000, but did not progress further. Both proposed bills allocated reve-
nues from OCS oil and gas activities for federal and state resource acquisition and
protection, urban recreation, wildlife protection, and related purposes. Both bills
would have created and funded a new coastal energy impact assistance program,
amended and funded the Land and Water Conservation Fund and funded the Urban
Park and Recreation Recovery program, Historic Preservation Fund, land restora-
tion and easement programs, and the Payment in Lieu of Taxes Program. These two
models provide a valuable starting point for discussions of revenue sharing models.

3. Do you believe that states have an adequate role in the current MMS off-
shore leasing planning process? Or is there any way that you would like
to see the states roles strengthened?

CSO does not have a position on the adequacy of the MMS offshore leasing plan-
ning process. However, in the planning process, consistency review must be main-
tained and respected. This review enables states to take part in planning and in-
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forms MMS of the potential impacts in the coastal zone. Early consultation through
consistency review allows for a more predictable process for both the state and the
applicant, and for changes to be made before significant financial resources are in-
vested.

4, Mr. Diers, you mention in your testimony that federal consistency
authority under CZMA should be maintained, and states’ authority
should not be weakened. Do you feel there is any need to strengthen
state consistency requirements with respect to offshore drilling and
other offshore energy development?

No—it is CSO’s position that consistency is an effective tool as written in the cur-
rent CZMA. In CSO’s efforts toward CZMA reauthorization, it advocates that the
consistency provisions be left as status quo. Having said that, it is vital that consist-
ency not be weakened as a result of energy legislation. Indeed, CSO encourages the
explicit reference to CZMA consistency in any future energy legislation so that there
is no doubt of Congress’ intent to maintain the states’ authority to review energy-
related actions affecting the coastal zone.

Since the enactment of the CZMA, early consultation and consultation between
states, the consistency provision has been primarily a tool to find common ground
between federal projects and the needs of the nation’s coasts resulting in very few
state consistency objections. In 2005/2006 alone, over 8,000 consistency reviews were
conducted and only 60 objections were filed by the states: this is less than 1%.

In addition, many states have found creative ways to use the consistency provi-
sion to form better partnerships and processes. These tend to help both the appli-
cant and the review agency. For example, Alaska uses a memorandum of under-
standing with the Minerals Management Service to facilitate reviews of OCS activi-
ties. North Carolina’s coastal program facilitates review of energy projects by identi-
fying information needs up front to avoid delays and increase predictability for in-
dustry. Texas developed a general concurrence for its review of OCS oil and gas ex-
ploration plans.

5. Mr. Diers, in our February 25th hearing, Mr. Larry Nichols of the Amer-
ican Petroleum Institute states that the Coastal Zone Management Act
“allows a state to block offshore activities that are inconsistent with its
coastal zone management plan. That block can be removed only by the
federal government through an arduous appeals process, which can be
followed by litigation if the state disagrees with the federal govern-
ment’s decision.” The implication of his statement seems to be that
states possess all the authority they need now to effectively block drill-
ing from happening off their shores. Do you believe that states have
enough authority under CZMA to effectively block offshore activities? Is
it clear enough what constitutes an “affected state” for the purposes of
making consistency determinations for offshore energy siting under the
CZMA?

It is important to note that framing consistency review as a method to “block ac-
tivities” is not supported by the evidence. There have been fewer than 40 objections
that have gone through the entire objection and appeals process. Louisiana, for ex-
ample, has only had 1 objection in state history. Furthermore, the appeals process
was designed to be streamlined with specific timeframes and clarity on the process
of review. The consistency review itself is also time-limited and cannot drag out a
process; rather, it is usually the other siting and permitting concerns which tend
to extend the length of project review.

The consistency review is not put in place to block activities—the purpose of the
review is to determine consistency of the project with state law. In fact, both pro-
ducing states, as well as neighboring states, that can show an impact to coastal zone
resources have authority to review. Producing states are particularly reliant on con-
sistency review in order to manage the myriad development processes and associ-
ated impacts that go along with offshore energy development. The consistency re-
view incorporates many elements beyond environmental concerns. For example, in
my own state of New Hampshire, of our sixteen enforceable policies, only a few are
related to natural resources. Most are related to managing conflict with human
uses.
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6. Last September the House passed a bill that would have created a 50-
mile buffer zone where drilling was not allowed, and then a 50-mile zone
where states would get to decide where drilling was allowed. What are
your states’ opinions on the use of buffer zones, and do you believe that
50 miles, or some other distance, is appropriate?

CSO does not have a position on 50-mile or any other ocean buffer. However, it
is important to note that a 50-mile buffer may not represent an ecosystem-based ap-
proach. Through a regional ecological and economic analysis, one might find that
a 50-mile buffer is adequate but to our knowledge, no one has done such an anal-
ysis. This is clearly an important area of research and the type of policy assessment
that is best accomplished at the regional level, and in partnership between the state
and federal government.

Response to questions submitted for the record by Robert G. Marvinney,
Maine Geological Survey, Augusta, Maine

1. To Mr. Diers, Mr. Marvinney, and Mr. Wagner: One of the concerns
raised by those who are not supportive of new offshore drilling, particu-
larly along the East Coast, is what role neighboring states would have
in drilling decisions. For example, hypothetically, if New Hampshire
wanted to allow drilling off its coastline, what kind of say should Maine
or Massachusetts have on that? Are existing Coastal Zone Management
Act provisions adequate to protect coastal states interests? Or is there
a need for a new regional approach on these decisions, similar to what
Mr. Diers mentioned in his testimony?

Response: Existing Coastal Zone Management Act provisions leave the question
of the role of neighboring states in these types of situations open to interpretation.
The more realistic probability is the potential for oil and gas leasing on the Georges
Bank, a major fisheries resource for the fisherman of Maine and New England. The
proximity of the Georges Bank to Massachusetts presents the possibility that Mas-
sachusetts’ interests might dictate more strongly than Maine’s in this situation, in
spite of the critical nature of this resource to Maine’s economy. This can be ad-
dressed by directing the Minerals Management Service to engage in discussions
early and often in the process with the most proximal state and neighboring states,
and by weighting input from each equally. Maine is not opposed to the responsible
development of oil and gas resources of the nation’s OCS. The regional approach
should be this: we need to consider the entire potential energy endowment of the
entire OCS, including traditional oil and gas and renewables, and then develop a
strategy to exploit these where each potential is the greatest. For oil and gas, this
is the Gulf of Mexico, where the highest potential exists for significant reserves and
where the infrastructure is already in place to support these activities. For the Gulf
o}f1 Mafi}pe, the greatest potential is wind, and work is already underway to support
this effort.

2. To all panelists: A number of legislative proposals regarding the Outer
Continental Shelf have proposed that any new revenues that accrue as
a result of new offshore oil and gas activity be shared with the States,
as is now the case with the Gulf of Mexico States. At the hearing, Con-
gressman Farr suggested the formation of an Oceans Trust Fund, while
Congressman Rohrabacher suggested giving revenues directly to coastal
communities to allow them to address local needs, such as reducing
urban runoff and repairing sewers, although it was not clear whether
only communities that have drilling off their shores should be provided
with funding to address those needs, or if all communities should have
access to such funding, regardless of the proximity of offshore drilling.
Please provide the positions of your state governments regarding the
best use of any potentially shared offshore revenue: would you prefer an
Oceans Trust Fund model that provided revenue nationally to address
ocean issues, a revenue sharing model that only included states or com-
munities that have offshore drilling off their shores, a revenue sharing
model that provides shared revenues directly to states and coastal com-
munities regardless of whether they have drilling off their shores, or an-
other model entirely? Also, are there any analogous revenue sharing
programs that Congress should look at as good models for how to move
forward, should we decide to increase the amount of OCS revenues
shared with states and local communities?
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Response: There should be some reinvestment of new revenues from OCS oil and
gas activities into ocean issues and affected ocean communities, although Maine
does not have a position on which approach would be preferred.

3. To all panelists: Do you believe that states have an adequate role in the
current MMS offshore leasing planning process? Or is there any way
that you would like to see the states roles strengthened?

Response: MMS is striving to engage states at an early stage in the discussions
of potential offshore leasing. Past history, however, demonstrates that the views of
the Department of Interior and MMS most often prevail when there are differences
with the views of the states. There should be a strengthened role for states in the
planning process to ensure that state’s views are given equal standing with federal
views.

4, Secretary Chrisman, could you provide the Governor’s position on the
Plains Exploration and Production (PXP) proposal to allow an existing
federal platform to drill a new well into California state waters? Does
the state believe that it has the authority to require a platform oper-
ating in federal waters to cease operations as of a certain date? Does the
state believe that the PXP model proposed at this site could also be used
to access additional oil fields under state or federal waters?

Secretary Chrisman, at the committee’s hearing on February 11th, a wit-
ness argues that additional oil drilling along the California coastline
would help reduce natural oil seeps. Does the state agree with that argu-
ment?

I oppose direct revenue sharing with states that is contingent on them opening
their coastline to drilling, but I am in favor of using OCS revenue in a way that
benefits all the states. How do your state governments feel about this issue?

6. Secretary Chrisman, the committee has been told that California has
more stringent environmental requirements for oil and gas production
in state waters than the federal government has in other parts of the
OCS. One of our witnesses at the February 11th hearing, for example,
described how California requires operators to treat and dispose of drill-
ing muds onshore, rather than disposing of them on the sea bottom.
Could you provide a list of environmental requirements imposed by Cali-
fornia that are not regularly imposed by the federal government?

7. Mr. Diers, you mention in your testimony that federal consistency
authority under CZMA should be maintained, and states’ authority
should not be weakened. Do you feel there is any need to strengthen
state consistency requirements with respect to offshore drilling and
other offshore energy development?

8. Dr. Marvinney, the American Petroleum Institute recently put out a
report entitled “Untapped Oil and Gas Resources,” in which the authors
develop what they call an “alternative resource case” by multiplying the
amount of oil that MMS currently thinks is in the Atlantic Ocean—3.8
billion barrels—by 4.8, reflecting the increase in our known Gulf of Mex-
ico resources since 1975. In your opinion as a professional geologist, is
that a valid estimation?

Response: The API analysis is a useful statistical exercise that may help to de-
fine the broad range of potential resources in the Atlantic. However, it is strictly
a statistical analysis that must be tempered with geological realities. There are pro-
found differences in the geology of the Gulf of Mexico and the geology of the Atlan-
tic, and the north Atlantic, in particular. The first difference is in the nature and
duration of sedimentation in the Gulf of Mexico. The Mississippi delta system has
been operational for 10s of millions of years, bringing enormous amounts of sedi-
ment into the Gulf that trapped prolific organic material. The burden of sediment
further weighted the crust, bringing this organic-rich sediment into temperature
zones conducive for the development of oil and gas. Along the Atlantic seaboard, and
particular the north Atlantic, there are no analogous, large-scale, long-duration
deltaic systems. The exploration work of the 1970s and 1980s confirmed the lean
organic nature of the sediments and their thermal immaturity.

The second major difference is in the nature of the mobile substrate beneath the
oil-generating units in the Gulf of Mexico. Massive and thick salt sequences in the
Gulf of Mexico beneath the oil-generating units have been mobilized by their buoy-
ancy relative to the overburden materials, and have risen in salt diapers that have
provided avenues and traps for oil migration and accumulation. While there is salt
in the Atlantic OCS, it is far less extensive, thinner, and subsequently less mobile,
providing fewer opportunities for hydrocarbon accumulations.

o
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The API analysis is interesting, but it is far more instructive to consider the hy-
drocarbon development history of nearby analogous areas. The Scotia Shelf off Nova
Scotia has seen considerable exploration with the latest tools available. Since the
discovery of the Sable Island gas field more than 30 years ago, very little has been
added to the proven reserves of the shelf, in spite of extensive exploration. This is
far more relevant to the potential for oil and gas reserves in the north Atlantic than
the API statistical analysis.

9. Dr. Marvinney, in the table you include in your testimony, showing the
MMS estimates of economically recoverable oil from the Atlantic and
Gulf of Mexico regions, it appears that at $46 a barrel oil, about 80% of
the undiscovered oil in the Gulf of Mexico is economically recoverable,
while the figure in the Atlantic is only 58%. Is it accurate to say that not
orz,ly is there more oil in the Gulf, but it’s also more economical to get
to?

Response: This is probably a reflection of the greater potential for larger fields
in the Gulf of Mexico compared to the Atlantic and also perhaps that there is sup-
port and processing infrastructure already in place.

10. Dr. Marvinney, your testimony mentions a Maine company that con-
structed two offshore drilling platforms that were used internationally.
Has this company been involved in constructing platforms to be used
in U.S. waters, and if so, could you provide additional details of who
has contracted those platforms and where they are to be deployed.

This company is Cianbro, and information about their Amethyst Project at this
website: http:/www.cianbro.com/CurrentProjects/PastHighProfileProjects/Amethyst
SemisubmersibleDrillingRigs/tabid/343/Default.aspx

The two semi-submersible rigs that this corporation completed in Portland, Maine
were subsequently deployed in deep water off Brazil. Large portions of these rigs
were originally constructed in shipyards in Gulf of Mexico states, but those corpora-
tions were unable to meet their contractual obligations. Cianbro transported the
pontoon assemblies and deck boxes to Maine where they were mated, completed,
and taken on sea trials. Cianbro is currently constructing large components for use
in a refinery expansion project in a Gulf of Mexico state. I do not know if Cianbro
has constructed platforms for use in U.S. waters.

11. Mr. Graves, Louisiana is the first state to receive money under the
Coastal Impact Assistance Program. Please list the projects, along with
a short description, that Louisiana is funding with that money? Also,
please describe the state’s experiences with the CIAP program, includ-
ing any ways that the state believes it should be modified.

12. Mr. Graves, you mention an Ocean and Coastal Trust Fund in your tes-
timony—a fund that would benefit all coastal states. You also call for
additional revenue sharing with Louisiana specifically. What do you
think the breakdown should be between money that goes specifically to
Louisiana, and money that goes to a Trust Fund that benefits all the
states?

13. Mr. Diers, in our February 25th hearing, Mr. Larry Nichols of the Amer-
ican Petroleum Institute states that the Coastal Zone Management Act
“allows a state to block offshore activities that are inconsistent with its
coastal zone management plan. That block can be removed only by the
federal government through an arduous appeals process, which can be
followed by litigation if the state disagrees with the federal govern-
ment’s decision.” The implication of his statement seems to be that
states possess all the authority they need now to effectively block drill-
ing from happening off their shores. Do you believe that states have
enough authority under CZMA to effectively block offshore activities?
Is it clear enough what constitutes an “affected state” for the purposes
o}fl' mgkﬁlchonsistency determinations for offshore energy siting under
the CZ ?

14. Secretary Chrisman, could you provide the committee with an update
on where California stands with the Coastal Impact Assistance Pro-
gram—how close is the state to receiving funding through that pro-
gram, and on what projects does the state expect to be using that fund-
ing on? Also, please describe the state’s experiences with the CIAP pro-
gram, including any ways that the state believes it should be modified.

15. To all panelists: Last September the House passed a bill that would
have created a 50-mile buffer zone where drilling was not allowed, and
then a 50-mile zone where states would get to decide where drilling
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was allowed. What are your states’ opinions on the use of buffer zones,
and do you believe that 50 miles, or some other distance, is appro-
priate?
Response: Given the geographic location of the Georges Bank, more than 100
miles from the coast of Maine, such buffer zones would do little to allay our concerns
about fisheries impacts.

16. To Dr. Marvinney, State Geologist, Maine: In your testimony, you state
that “the resources of the Gulf of Maine are most suitable to renewable
energy development, with tidal and offshore wind power being the pri-
mary resources. Renewable wind power may provide manufacturing
and support employment and contribute to a sustainable, secure
energy future.” To what extent is renewable energy production in con-
flict with oil and gas production?

Response: In terms of geography, there would be little conflict between the likely
footprint of oil and gas activities and the likely footprint of renewable energy activi-
ties. The only real potential for oil and gas in the Gulf of Maine is on the Georges
Bank, more than 100 miles from the Maine coast. The likely locations for wind
power projects and tidal power projects are all within 50 miles of the Maine coast.

Response to questions submitted for the record by Hon. Frank W. Wagner,
Senator, 7th District, Senate of Virginia

1. To Mr. Diers, Mr. Marvinney, and Mr. Wagner: One of the concerns
raised by those who are not supportive of new offshore drilling, particu-
larly along the East Coast, is what role neighboring states would have
in drilling decisions. For example, hypothetically, if New Hampshire
wanted to allow drilling off its coastline, what kind of say should Maine
or Massachusetts have on that? Are existing Coastal Zone Management
Act provisions adequate to protect coastal states interests? Or is there
a need for a new regional approach on these decisions, similar to what
Mr. Diers mentioned in his testimony?

Response to Question 1:

I believe the Administrative Process for lease sales under the current structure
allows more than ample opportunity for bordering states to address their concerns.

I have been involved in actions to date regarding Virginia’s inclusion in the De-
partment of the Interior’s MMS five-year plan. In the course of this very deliberate
process, I have attended public hearings as far away as New Jersey. Comments and
concerns were solicited and received not just from Virginia and bordering states, but
indeed all over the nation.

I will also bring to the Committee’s attention that Canada did not come to Ohio,
Michigan or Pennsylvania for the 2,000 gas wells in Lake Erie; nor did they include
Maine or any other New England states prior to the major offshore operation off
of Nova Scotia and their major oil fields off the coast of Newfoundland.

In a similar manner, Cuba is not seeking Florida’s position on their development
of Gulf of Mexico hydrocarbon deposits.

Look only to the Gulf of Mexico to see how thoroughly and effectively the existing
Administrative Process is working for Texas, Louisiana, Alabama and Mississippi.

2. To all panelists: A number of legislative proposals regarding the Outer
Continental Shelf have proposed that any new revenues that accrue as
a result of new offshore oil and gas activity be shared with the States,
as is now the case with the Gulf of Mexico States. At the hearing, Con-
gressman Farr suggested the formation of an Oceans Trust Fund, while
Congressman Rohrabacher suggested giving revenues directly to coastal
communities to allow them to address local needs, such as reducing
urban runoff and repairing sewers, although it was not clear whether
only communities that have drilling off their shores should be provided
with funding to address those needs, or if all communities should have
access to such funding, regardless of the proximity of offshore drilling.
Please provide the positions of your state governments regarding the
best use of any potentially shared offshore revenue: would you prefer an
Oceans Trust Fund model that provided revenue nationally to address
ocean issues, a revenue sharing model that only included states or com-
munities that have offshore drilling off their shores, a revenue sharing
model that provides shared revenues directly to states and coastal com-
munities regardless of whether they have drilling off their shores, or
another model entirely? Also, are there any analogous revenue sharing
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programs that Congress should look at as good models for how to move
forward, should we decide to increase the amount of OCS revenues
shared with states and local communities?

Response to Question 2:

With regards to revenue sharing, I suggest that the best method is a direct appro-
priation back to the state and coastal communities.

The Committee may also want to consider a hybrid where the states receive
directly 50% of the revenue share and the two adjacent states split the other 50%
of the revenue share.

I believe the states and the local communities are in the best position, and need
the flexibility, to apply the funding to their specific needs.

For example, Louisiana has used the majority of their entire revenue share to re-
store the critical Mississippi delta habitat. That obviously is not a problem in Vir-
ginia. However, cleaning up and restoring the Chesapeake Bay is our number one
environmental problem. We have pressing commitments (the majority of which are
unfunded) to upgrade our sewage treatment plants, improve storm water run-off
i]uality and act more aggressively to address our non-point source pollution prob-
ems.

One piece of legislation considered by the General Assembly in anticipation of roy-
alties would have allocated 40% of all funds to clean up the Chesapeake Bay, 40%
to transportation (there is a direct correlation between congestion and pollution),
10% for tax credits/deductions for improvements in energy efficiency and 10% for
renewable energy research and development.

3. To all panelists: Do you believe that states have an adequate role in the
current MMS offshore leasing planning process? Or is there any way
that you would like to see the states roles strengthened?

Response to Question 3:

Having been part of the Administrative Process for the Department of the Inte-
rior’s current five-year plan, it has been my observation that MMS has listened
i:arefull){ and addressed many of Virginia’s concerns with regards to the planned
ease sale.

As an example, Virginia has asked for, and MMS has agreed to, a 50-mile restric-
tion of any activity from our coastline. MMS has held public hearings to listen to
the concerns of not just political leaders, but all interested parties and citizen
groups.

Furthermore, there is active state and local participation in all NEPA applications
for exploratory and production drilling permits. Therefore, I believe the existing sys-
tem more than adequately takes in the concerns of state and local governments.

15. To all panelists: Last September the House passed a bill that would
have created a 50-mile buffer zone where drilling was not allowed, and
then a 50-mile zone where states would get to decide where drilling
was allowed. What are your states’ opinions on the use of buffer zones,
and do you believe that 50 miles, or some other distance, is appro-
priate?

Response to Question 15:

Throughout my involvement as a politician, most of the major objections to off-
shore drilling have come from waterfront residents, who have been given the im-
pression that platforms will be built in their backyards. These residents and hotel
guests do not want, naturally, giant platforms erected right off shore that spoil the
view shed. If sightline becomes an issue, a 15-mile buffer would take care of this
objection, as the eye’s view only extends approximately 7 miles.

In Virginia, I negotiated with the Governor’s office on an appropriate buffer. Be-
cause there is nothing of geological significance within 50 miles of the shore, it was
quite easy for me to cede this point in order to get other language in my bill cre-
ating the Virginia Energy Plan.

However, this is not the case in all areas. Significant offshore deposits in Cali-
fornia, Louisiana and Texas are within a few miles of the coast. But, thanks to new
directional drilling techniques, these reserves could be tapped while keeping produc-
tion platforms out of the view shed.

Thus, it would be my recommendation that a 15-mile buffer be established for any
production platform and further, no exploratory drilling ships should be sited within
3 miles of the coast. These buffers will allow full access to all potential reserves
while ensuring that no permanent structure is within the view shed of the coastline.
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