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ENERGY AND WATER DEVELOPMENT, AND
RELATED AGENCIES APPROPRIATIONS FOR
2016

THURSDAY, FEBRUARY 26, 2015.

U.S. DEPARTMENT OF ENERGY
WITNESS
HON. ERNEST MONIZ, SECRETARY, U.S. DEPARTMENT OF ENERGY

Mr. SIMPSON. The hearing will come to order.

Secretary Moniz, it is good to see you again.

We have a lot to discuss today, so I will keep my remarks very
brief. The Members will be, kind of, coming in as they get here
from the snowstorm and make their way through it.

The first thing I have to acknowledge is that the President’s
budget exceeds the Budget Control Act statutory caps for fiscal
year 2016 by $71 billion. Since this increase was offset by legisla-
tive proposals that, frankly, can’t pass and savings gimmicks that
do not actually save, it is unlikely that the Appropriations Com-
mittee will be funding at this level.

So, while it is great to see some of the Department of Energy’s
funding increases proposed, since they were not actually the result
of making the tough choices needed in this fiscal environment, we
can’t realistically use this request as a true measure of the needs
and priorities.

Equally disappointing is that, even with the increases in your
budget request, the budget funds administration priorities at the
expense of nuclear energy and fossil energy, accounts that can help
secure our Nation’s energy security both now and in the future.

The hearings that we have scheduled to review the budget re-
quest for the Department of Energy, beginning with this one, need
to shed some light on what is actually needed in fiscal year 2016
to ensure and secure a prosperous Nation.

Secretary Moniz, during last year’s budget hearing, I asked you
to describe your vision for the Department. You highlighted the De-
partment’s role as a science and technology powerhouse and the
importance of the national lab system in that role. Additionally,
you discussed the Department’s reorganization and how that reor-
ganization would support the energy science agenda, ensure nu-
clear security, and improve management and performance. I look
forward to discussing your vision further and learning more about
the actions you have taken to create a stronger Department of En-
ergy.

(1)
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Please ensure that the hearing record, questions for the record,
and any supporting information requested by the subcommittee are
delivered in final form to us no later than 4 weeks from the time
that you receive them.

Members who have additional questions for the record will have
until close of business tomorrow to provide them to the sub-
committee office.

With that, I will turn to the ranking member of the full Appro-
priations Committee, Ms. Lowey from New York.

[The information follows:]
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The hearing will come to order.
Secretary Moniz, it’s good to see you again, and welcome back.
We have a lot to discuss today so I will keep my remarks brief.

The first thing we have to acknowledge is that the President’s budget exceeds the Budget Control
Act statutory caps for fiscal year 2016 by $71 billion. Since this increase was offset by
legislative proposals that cannot pass and savings gimmicks that do not actually save, it is
unlikely that the Appropriations Committee will be funding at this level. So, while it was great to
see some of the Department of Energy funding increases proposed, since they were not actually
the result of making the tough choices needed inthis fiscal environment, we cannot realistically
use this request as a true measure of need or priorities.

Equally disappointing, is that even with the incréases in your budget request, the budget funds
Administration priorities at the expense of nucleat and fossil energy — accounts that can help
secure our nation’s energy security both now and in the future.

The hearings that we have scheduled to review the budget request for the Department of Energy,
beginning with this one, need to shed some light on what is actually needed in fiscal year 2016 to
ensure a secure and prosperous nation.

Secretary Moniz, at last year’s hearing, I asked you to describe your vision for the Department.
You highlighted the Department’s role as “a science and technology powerhouse” and the
importance of the national lab system to that role. Additionally, you discussed the Department’s
reorganization and how that reorganization would support the energy/science agenda, ensure
nuclear security, and improve management and performance,

I'look forward to discussing your vision further and learning more about the actions you have
taken to create a stronger Department of Energy.
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Please ensure that the hearing record, questions for the record, and any supporting information
requested by the subcommittee are delivered in final form to us no later than four weeks from the
time that you receive them.

Members who have additional questions for the record will have until the close of business
tomorrow to provide them the subcommittee office.

With that, I will turn to my Ranking Member, Ms. Kaptur, for her opening statement.

HiHHH#
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Mrs. Lowey. Well, thank you very much, Mr. Chairman.

And I would like to welcome Secretary Moniz and thank you very
much for coming before our committee today.

The President’s budget request in fiscal year 2016 calls for in-
vestments in research, education, training, and infrastructure. It
also calls for the end of the mindless austerity of sequestration,
urging Congress to replace it with more targeted spending cuts,
program integrity measures, and the closure of several outdated
tax loopholes.

The effects of sequestration were immense and are still being
felt. Critical training was postponed, investments were put off, re-
search abruptly halted. It was a worst-case scenario that never
should have happened and absolutely should never be repeated.

I understand there are various ways we can get there, but what
is important is that we craft another compromise, just like we did
under the Murray-Ryan agreement. That plan certainly was not
perfect, but it does provide a path forward for another budget deal.

Without such an agreement, our appropriations process is deeply
imperiled. Discretionary funding is falling to its lowest level as a
percentage of GDP since the Eisenhower administration. We must
again act to ensure reasonable allocations to the important pro-
grams and investments funded through the appropriations process.

The budget request for the Department of Energy programs is an
increase of $2.5 billion from the 2015 enacted level. These increases
would allow robust investments to be made in most of the major
programs undertaken by the Department.

These programs provide the foundation for the current domestic
energy revolution our Nation is experiencing and help better pre-
pare for our future energy needs. We all see the immediate eco-
nomic benefit being felt across the country as gas prices have
eased, but I hope we don’t take our eyes off the bigger picture. We
must continue making critical investments in long-term energy
strategies.

To that end, I strongly support the President’s continued commit-
ment to additional investments in clean energy, and I hope this
subcommittee gives careful consideration to the $800 million re-
quested increase for renewable energy.

Given the experience with Hurricane Sandy and the difficulty the
region faced with restoring the electric grid, I also applaud the in-
clusion of new investments in energy infrastructure technology to
improve the resilience of the electric grid.

I also share the Department’s continued commitment to improv-
ing our country’s robust scientific workforce. Equipping our citi-
zenry with the knowledge to capitalize on tomorrow’s clean energy
economy is one of the best ways to mitigate the impacts of global
warming. With a return on investment of 20 to 67 percent from
publicly funded research and development, it is imperative that we
continue to invest in innovation at our Nation’s colleges, univer-
sities, and national labs.

These are all important priorities. I look forward to hearing more
details from the Department today.

And thank you, Mr. Chairman.

[The information follows:]



Statement of Nita M. Lowey
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Thank you, Mr. Chairman. | would like to welcome Secretary Moniz and thank him for coming
before our committee today. )

The President’s budget request for fiscal year 2016 calls for investments in research, education,
training, and infrastructure. It also calls for the end of the mindless austerity of sequestration,
urging Congress to replace it with more targeted spending cuts, program integrity measures,
and the closure of several outdated tax loopholes.

The effects of sequestration were immense, and are still being felt. Critical training was
postponed; investments were put-off; and research abruptly hatted. It was a worst-case
scenario that never should have happened and absolutely should never be repeated.

I understand there are various ways we can get there, but what is important is that we craﬁ
another compromise — just like we did under the Murray-Ryan agreement. That plan was not
perfect, but it does provide a path forward for another budget deal. Without such-an
agreement, our appropriations process is deeply imperiled. Discretionary funding isfalling to its
lowest level; as a percentage of GDP, since the Eisenhower Administration. We must again act
1o ensure reasonable allocations for the important programs and investments funded through
the appropriations process.

The budget request for the Department of Energy programs is an increase of $2.5 hillion from
the 2015 enacted level. These increases would alfow robust investments to be made in most of
the major programs undertaken by the Department. These programs provide the foundation
for the current domestic energy revolution our nation is experiencing, and help better prepare
for our future energy needs.

We all see the immediate economic benefit being felt across the country as gas prices have
eased. But | hope we don’t take our eyes off the bigger picture. We must continue making
critical investments in long-term energy strategies. To:that end, I strongly support the
President’s continued commitment to additional investments in ¢lean energy, and ' hope this
subcommittee gives careful consideration to the $800 million requested increase for renewable
energy. ;
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Given the experience with Hurricane Sandy and the difficulty the region faced with restoring
the electric grid, | also applaud the inclusion of new investments in energy infrastructure
technology to improve the resilience of the electric grid.

I also share the Department’s continued commitment to improving our country’s robust
scientific workforce. Equipping our citizenry with the knowledge to capitalize on tomorrow’s
clean energy economy is one of the best ways to mitigate the impacts of global warming. With
a return on investment of 20 to 67 percent from publicly funded research and development, it
is imperative that we continue to invest in innovation at our nation’s colleges, universities, and
national labs.

These are all important priorities, and i look forward to hearing more details from the
Department today. Thank you, Mr. Chairman.



Mr. StMPSON. Thank you.

Mr. Secretary, again, welcome. We look forward to your testi-
mony. Your full statement will be included in the record. The time
is yours.

Secretary MoN1Z. Thank you, Chairman Simpson and Ranking
Member Lowey and members of the committee. Again, I am always
pleased to come back before you and have our chat about our pro-
grams and our budgets.

As you said, the request is for $29.9 billion, about a 9 percent
increase. We may come back to the issue of paying for it. The Presi-
dent believes he has put forward a way of doing that. And, cer-
tainly, I think the strong budget proposed for the Department of
Energy, I think, reflects the importance of our missions to this
country, from advancing the all-of-the-above energy strategy to-
wards a low-carbon future, providing the backbone for a significant
part of the basic research in this country, assuring nuclear secu-
rity, and cleaning up the cold war-era environmental contamina-
tion.

The increase, as was said, is about $2.5 billion, roughly equally
split between the defense and civilian activities—$1.28 billion for
defense specifically and $1.23 billion for the nondefense programs.

Let me just say a few words about some of these mission areas.

Starting with science, we have a $5.34 billion request, a 5 per-
cent increase. There is much going on here. I would just point out
one of the areas, is that we remain committed, and this has been
true in good and bad budgets, to continuing to push the cutting-
edge facilities that are used by 31,000 scientists last year at our
national laboratories—neutron sources, light sources, and other
kinds of facilities.

Just a few weeks ago, I was able to cut the ribbon, if you like,
of a brand-new light source at Brookhaven National Laboratory, a
billion-dollar-scale project that came in on budget and under sched-
ule by 6 months.

In the energy portion of the budget, that is about $5.38 billion—
I am sorry, on the science, I did want to also emphasize very im-
portantly the cost-cutting proposal we have to go onto the exascale
computing regime, an absolutely critical enabling technology which
the Department of Energy has always led in this country.

Energy, $5.38 billion; that is a 27 percent increase. Over the last
year, we have—well, we have come close. This year, we will make
about 10 million tons of CO, sequestration. We saw, with some as-
sistance from the Department of Energy, the first two commercial
cellulosic ethanol facilities coming on. We advanced efficiency
standards, just in 2014, that together will cumulatively to 2030, re-
duce carbon emissions by 435 million tons and save consumers
about $78 billion in energy costs.

In this area, another focus area is advanced manufacturing. We
are seeing a great story in this country in manufacturing. Our en-
ergy revolution is a big part of that, but, in addition, we are con-
tinuing to advance towards the new kinds of manufacturing capa-
bilities, like 3D printing, additive printing, and the like. That will
be so important. And so, in the budget, we do request for two new
manufacturing institutes, following those in wide band gap semi-



9

conductors, in composite materials, and soon in smart manufac-
turing that we will be supporting.

Also, T would just highlight a $40 million request to go to the
next phase of SuperTruck so that we can get Class 8 trucks, for
example, with 100 percent reduction in their energy requirements.

On the carbon-capture side, I will mention, in addition to our
own programs, one that is government-wide, and that is the pro-
posal for some new tax credits to encourage CCS: $2 billion of cred-
it subsidy support for CCS infrastructure and an additional credit
for sequestered carbon.

ARPA-E I would highlight. We are requesting an increase from
$280 million to $325 million. I would like to say that next month
will be the fifth anniversary of the very first ARPA-E contract that
was signed. Five years now is a period in which we can begin to
look at outcomes, and we are seeing those outcomes. We are seeing
30 companies, 5 of which have been bought by strategic investors,
major corporations. We are seeing 37 additional projects that have
received substantial funding from other Federal agencies. So we
are getting a great return, some really exciting stuff.

Going back to 3D printing, 2 weeks ago at the ARPA-E sum-
mit—I won’t go into this, but you could see the printed car that
soon will be offered commercially, where you go in, tell what kind
of car you want, and they will print it for you in 12 hours. I mean,
this is really pretty exciting stuff. And Oak Ridge—I should point
to Mr. Fleischmann—Qak Ridge was part of that initiative.

The grid, Ranking Member Lowey mentioned, $356 million for a
crosscutting initiative, “crosscutting” in two senses, actually—cross-
cutting in our program space and crosscutting with a novel labora-
tory systemwide initiative to do much of the execution.

And this will be very important going from new technologies,
new data integration, analytical tools, all those things that we will
need for the grid of the future, supplemented by something else—
and that something else will be in our Quadrennial Energy Review,
that we hope to have through the complex interagency process in
a few weeks—we will propose two State grant programs for elec-
tricity reliability and for energy assurance.

And I would also like to welcome Ranking Member Kaptur to the
hearing.

Let me just say a word about our national security, our nuclear
security. The proposal is for $11.6 billion for the National Nuclear
Security Administration. That is a 10 percent increase.

As an aside, I will just note that we know that our military lead-
ers have been saying now for quite a while that the sequestration
caps just are constraining our national security posture. That is
true, as well, for the DOE’s part of security.

It all starts with us, with the tremendous success that we should
never tire of repeating, inventing a whole new process, science-
based, to maintain the safety and reliability of our nuclear stock-
pile without testing. And we are now over 20 years into that pro-
gram, and we see that continuing for some time.

Very importantly, in the budget will be support for the process
now of completing over the next decade or so the modernization of
our production complex, which is badly outdated and has both pro-
duction and security and safety concerns for us.
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Nonproliferation: Last year we did work, and we managed to
have 190 kilograms of high-enriched uranium returned to countries
of origin, the United States and Russia. In fact, this is the one
area, frankly, where cooperation with Russia continues. And last
year, working with them, materials and nuclear weapons materials
or potential weapons materials from Hungary, Poland, and
Kazakhstan were returned to Russia.

$1.4 billion for naval reactors—very important, for example, in
continuing development of the Ohio-class replacement reactor for
late in the next decade. And, last year, we delivered the first reac-
tor for the next class of aircraft carrier, going beyond the Nimitz
class.

Management performance, finally. The biggest budget item there
is environmental management, our proposal of $5.8 billion.

I do want to emphasize, again, we sometimes lose perspective,
given all the, frankly, the major challenges we have in this area,
which we recognize. But we also should remember that 85 percent
of the EM sites and 90 percent of the footprint have actually been
successfully addressed. We are left now with some of, of course, the
most difficult and persistent problems.

We will, with this budget request, in fiscal year 2015 and the be-
ginning of fiscal year 2016, we are on track to resume operations
at WIPP roughly a year from now, in the first quarter of 2016.
And, also, I will note that fiscal year 2015 funding enabled us to
complete demolition of the K—25 facility at Oak Ridge.

In addition to the EM projects, I will just highlight that I think
last year in this meeting we talked about the needed reforms of
project management. We have done that. I believe we have put a
system now in place that will continue to improve our project man-
agement. We are pleased that we are off of the high-risk list for
all science projects and all other projects up to $750 million, but
that leaves now, of course, some of the real nasties, if you like, to
manage.

That concludes my statement, and I look forward to our dialogue.
Thank you.

[The information follows:]
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Testimony of Secretary Ernest Moniz
U.S. Department of Energy
Before the
U.S. House Committee on Appropriations
Energy and Water Development Subcommittee
February 26, 2015

Chairmen Rogers and Simpson, Ranking Members Lowey and Kaptur, and
Members of the Subcommittee, thank you for the opportunity to appear before you
today to discuss the Department of Energy’s (DOE) Budget Request for fiscal year
(FY) 2016. I appreciate the opportunity to discuss how the Budget Request
advances the Department of Energy’s missions.

Advancing Nuclear Security, Science & Energy, and Environmental Cleanup

DOE is entrusted with a broad and diverse portfolio across its three major mission
areas of nuclear security, science and energy, and environmental management. The
Budget Request for fiscal year (FY) 2016 for the Department of Energy is $29.9
billion, $2.5 billion above FY 2015 enacted, to support our mission responsibilities
and to continue improving our management and performance in support of those
missions.

For nuclear security, the Budget includes $12.6 billion, an increase of $1.2 billion
over the FY 2015 enacted level, to support DOE’s responsibilities of maintaining
and modernizing, via life extension programs, the nuclear deterrent without testing;
controlling and eliminating nuclear materials worldwide and providing nuclear and
radiological emergency response capabilities in an age of global terrorism; and
propelling our nuclear Navy.

For science and energy, the Budget includes $10.7 billion, an increase of $1.3
billion over the FY 2015 enacted, to support DOE’s missions of enabling the
transition to a clean energy future with low-cost, all-of-the-above energy
technologies; supporting a secure, modern, and resilient energy infrastructure; and
providing the backbone for discovery and innovation, especially in the physical
sciences, for America's research community.
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For environmental management, the Budget includes $5.8 billion, to support
DOE’s responsibility of cleaning up from the Cold War legacy of nuclear weapons
production.

Approximately $18.9 billion, or 63 percent of the Department’s Budget Request, is
national security-related funding, including the nuclear security and most of the
environmental management programs. The remaining 37 percent is for non-
defense programs in energy, science, and other programs such as building
capabilities to respond to energy disruptions, enhancing data collection and
analysis in critical areas, and supporting obligations for international cooperation
in clean energy and energy security.

Science: Leading Edge Research and World Class Research Infrastructure

Starting with basic research, DOE’s Office of Science is the largest federal sponsor
of basic research in the physical sciences, supporting 22,000 researchers at 17
National Laboratories and more than 300 universities. Informed by the latest
science advisory council reports and recommendations, the FY 2016 Budget
Request provides $5.34 billion for Science, $272 million above the FY 2015
enacted level, to continue to lead basic research in the physical sciences and
develop and operate cutting-edge scientific user facilities while strengthening the
connection between advances in fundamental science and technology innovation.

One of the signature aspects of our basic science research program is the
Department’s support for the construction and operation of major user facilities at
the national laboratories that serve over 31,000 scientists and engineers each year
on an open-access basis. We are committed to staying at the cutting edge of light
sources, super computers, neutron sources, and other facilities essential to
advancing our mission. In the last year, for example, we completed the brightest
light source in the world, the National Synchrotron Light Source 11 at Brookhaven
National Laboratory, ahead of schedule and on budget. We are at the
commissioning phase of the 12 GeV Upgrade to the Continuous Electron Beam
Accelerator Facility at the Thomas Jefferson National Accelerator Facility, and the
National Spherical Torus Experiment at Princeton Plasma Physics Laboratory
intends to begin research this summer after a significant upgrade.
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Looking forward in the FY 2016 Budget, we continue construction of critical, new
user facilities while ensuring increased investment in national laboratory
infrastructure renewal to help sustain America’s scientific enterprise. The Request
supports a major upgrade of the Linac Coherent Light Source at SLAC and
construction of the Facility for Rare Isotope Beams at Michigan State University.
In addition, the Budget provides approximately $2 billion to fund operations of our
27 existing scientific user facilities.

These facilities investments and research grants funded by the Office of Science
will ensure that we continue to support discovery science, as well as science that
underpins future energy and other technologies.

For example, using the current Linac Coherent Light Source at SLAC, scientists
last year mapped for the first time the structure of a protein within a living cell.
This single example highlights the tremendous benefits of our national laboratories
in a broad range of scientific and applied areas. In addition, the Office of Science
supports research at hundreds of universities in all fifty states through competitive
grants to advance our mission. For example, a university group recently developed
a new class of polymer-based flexible electronics for solar cells and medical
applications through DOE-funded research.

High performance computing is a traditional area of strength and responsibility for
the Department of Energy that has been an important component of U.S. leadership
in science and technology more broadly. The FY 2016 Budget grows our
investment significantly to $273 million for a multi-year, joint Office of Science-
National Nuclear Security Administration (NNSA) effort to achieve exascale
computing—computing platforms with 100 to 1000 times more computational
power than today’s systems. This effort requires researchers and industry to
overcome a number of technical challenges, including energy and big data
management, as part of our push to develop enabling capabilities for exascale
computing. We recently announced the joint Collaboration of Oak Ridge, Argonne,
and Lawrence Livermore (CORAL) to advance within an order of magnitude of
the exascale target within a few years. In addition, the Office of Science is
supporting the Computational Science Graduate Fellowship program to support
training in advanced scientific computing. These investments will ensure continued
U.S. leadership of this critical capability in a very competitive global environment.

3



14

The Budget provides funding at the FY 2015 level for the U.S. contributions to the
ITER project, a major international fusion facility currently under construction in
France. ITER will be the world’s first magnetic confinement long-pulse, high-
power burning plasma experiment aimed at demonstrating the scientific and
technical feasibility of fusion energy, and the request includes support for
important critical-path items.

We will continue in this Budget to grow the Energy Frontier Research Center

(EFRC) program by initiating five new centers and continuing support for existing
Centers, for a total investment of $110 million in FY 2016. This EFRC program is
our flagship investment in basic science that underpins future energy technologies.

With our Budget Request, we support Fermilab operations at a total of $135
million for operations, which includes operations of the NOVA neutrino
experiment. We are also investing $20 million to move forward planning and
design for the Long Baseline Neutrino Facility at Fermilab. Last year, the particle
physics community came forward with a visionary strategic plan for the High
Energy Physics program, and our Budget Request responds to their
recommendations, specifically by aiming to develop a strong international
consortium for the next generation of neutrino physics experiments.

Energy

All-of-the-Above Energy Approach for a Clean Energy Economy

Preparing for the clean energy economy in order to address climate change and
energy security, principally through science and technology, is an essential focus
of the Department of Energy. The President’s Climate Action Plan is a guiding
document for our efforts to mitigate climate change risks through clean energy
technologies. The Administration remains committed to an all-of-the-above energy
approach, and we believe that we need to enable technologies across all fuel
sources to become competitors in a future clean energy marketplace.

In the last year, we have seen important accomplishments across the Department’s
technology portfolio that highlight our all-of-the-above approach. We have
geologically sequestered over 9 million metric tons of CO, through DOE-
supported projects, Two commercial-scale cellulosic ethanol facilities supported by

4
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DOE grants or loan guarantees have commenced operations. We have
commissioned one of the world’s largest battery storage systems at the Tehachapi
Wind Energy Storage Project. We have issued ten final appliance energy efficiency
standards in calendar year 2014, which altogether will help reduce carbon dioxide
emissions by over 435 million metric tons through 2030. Standards enacted since
2009 are projected to avoid a cumulative total of 2.2 billion metric tons of carbon
emissions through 2030. The Office of Energy Efficiency and Renewable Energy
(EERE) has achieved 70 percent of the SunShot goal of cost parity for utility scale
solar energy.

The Advanced Research Projects Agency—FEnergy’s (ARPA-E) grant program has
attracted more than $850 million in private follow-on funding to 34 ARPA-E
projects, with 30 ARPA-E teams forming new companies.

EERE has launched the Frontier Observatory for Research in Geothermal Energy
(FORGE), a first-of-a-kind field laboratory to deploy enhanced geothermal energy
systems, and we have seen battery technology improvements that are projected to
reduce battery costs for electric vehicles by 40 percent. The Office of Nuclear
Energy has successfully completed the first 5-year program at the Consortium for
Advanced Simulation of Light Water Reactors (CASL) nuclear modeling Hub at
Oak Ridge and has initiated a second award for design and licensing support of a
small modular nuclear reactor with advanced safety features.

Consistent with an all-of-the-above energy strategy, the DOE Loan Programs
Office has issued loan guarantee solicitations for innovative technologies in four
areas, including $4 billion for renewable energy and energy efficiency, $8 billion
for fossil energy, $12 billion for nuclear energy, and $16 billion for advanced
vehicle technology manufacturing.

Projects that this program has supported include one of the world’s largest wind
farms; several of the world’s largest solar generation and thermal energy storage
systems; Tesla Motors; and more than a dozen new or retooled auto manufacturing
plants. This program’s accomplishments include issuing loan guarantees for
projects that avoided more than 6.1 million metric tons of carbon dioxide
cumulatively in 2014, and for companies that produced more than 2.1 million fuel-
efficient vehicles in 2014. We are moving aggressively in finding good projects to
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deploy innovative energy technologies using the remaining $40 billion in loan
authority in the coming years.

Together, these accomplishments illustrate how DOE’s programs invest in an all-
of-the-above spectrum of energy technologies, and the FY 2016 Budget Request
continues forward on that strategy with a $5.4 billion request for our applied
energy programs.

Advanced manufacturing will continue to be a major focus of our investments. We
will continue to help support an American manufacturing renaissance. The FY
2016 Budget fully funds two new clean energy manufacturing innovation institutes
and continues funding for four institutes, as part of the larger National Network for
Manufacturing Innovation, including the advanced composites manufacturing
institute in Tennessee the President announced in January. To support these
institutes, the Request provides $196 million out of a total request of $404 million
for EERE’s Advanced Manufacturing program.

In energy efficiency, the Request invests $264 million, an increase of $92 million,
to develop and promote the adoption of technologies and practices that, when fully
deploved, would reduce U.S. building-related energy use by 50 percent from the
2010 Annual Energy Outlook baseline. It also provides $228 million, $35 million
above FY 2013, to support competitively selected projects, training and technical
assistance, and residential energy efficiency retrofits to approximately 33,000 low-
income households nationwide.

The FEMP Budget includes $15 million for the Federal Energy Efficiency Fund
which provides direct assistance to agencies for investing in priority energy
projects for efficiency and renewables. By providing direct funding and leveraging
cost sharing at other agencies, the fund creates greater opportunities to develop
Federal projects that may not otherwise be implemented.

The Request increases our jnvestments in sustainable transportation, including $40
million for the SuperTruck II initiative to develop and demonstrate technologies to
double class 8 freight truck efficiency by 2020 from a 2009 baseline. The Request
also continues our focus on electric vehicles by investing $253 million in the EV
Everywhere initiative, which aims to enable domestic production of plug-in
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vehicles that are as affordable and convenient as gasoline vehicles by 2022. By
continuing to make progress in core component technologies such as the dramatic
reductions we are secing in battery and fuel cell costs, we are looking to achieve
transformative performance improvements for electric vehicles in the marketplace.

In biofuels, the Budget continues our focus on drop-in fuels, which can take
advantage of existing infrastructure, and we will provide $45 million for the jointly
funded USDA/DOD/DOE commercial scale biorefineries program to produce
military specification drop-in fuels. We will also continue research and
development efforts on supplying, formatting, and converting cellulosic and algae-
based feedstocks to bio-based gasoline and diesel, with a $138 million investment
in the FY 2016 Request.

The Budget continues to support accelerated advances in renewable energy. The
SunShot Initiative has helped accelerate the reduction in solar costs, and our
request of $337 million, an increase of $104 million, aims to continue progress to
achieve cost parity without subsidies by 2020. For wind energy, the Request of
$146 million, an increase of $39 million, includes funding for year five of a six
fiscal-year Offshore Wind Advanced Technology Demonstration program
supporting three offshore wind projects on track to begin operation in 2017. Our
request of $96 million for geothermal energy, $41 million above FY 2013,
implements the FORGE, an experimental facility aimed to advance enhanced
geothermal systems, and pursues new approaches to hydrothermal development
with a special focus on collaborative efforts with the Office of Fossil Energy on
subsurface science, technology and engineering.

As we witness the transformation of our Nation’s electric grid, the Department
continues to drive electric grid modernization and resilience. In May 2014, with
cost-share funding provided by the Office of Electricity Delivery and Energy
Reliability (OE), Southern California Edison constructed and installed equipment
for a prototype 8 megawatt/32 megawatt-hour battery storage plant for wind
integration at Tehachapi, CA. The Tehachapi Wind Energy Storage Project is
positioned to demonstrate the effectiveness of lithium-ion battery and smart
inverter technologies to improve grid performance and assist in the integration of
variable energy resources. In addition, we continue improving the security of the
Nation’s energy infrastructure. Oak Ridge National Laboratory announced in
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January 2015 the licensing of its Hyperion software, which helps detect software
that has been maliciously altered. Today, more than 20 new technologies that OE
investments helped support are now being used to further advance the resilience of
the nation’s energy delivery systems.

In fossil energy, we will continue our across-the-board focus on carbon capture and
sequestration and improving the environmental performance of natural gas
development. In particular, the FY 2016 Budget includes funding to conduct initial
R&D towards demonstration of carbon capture and storage for natural gas plants.
While natural gas is an important bridge fuel, natural gas, as well as coal, will need
carbon capture and sequestration to compete in a future clean energy economy.

And while the FY 2016 Budget does not request new authority in these areas, the
Department has $8 billion in loan guarantee authority for advanced fossil
technologies, as 1 mentioned earlier, and the Department will continue to work
with prospective applicants. Through the President’s Budget Request for the
Treasury Department, the Administration is also proposing a new, $2 billion
refundable investment tax credit, including support for the infrastructure for carbon
capture and sequestration, as well as a sequestration credit for commercial carbon
capture use and storage (CCUS) deployment to allow for enhanced oil recovery or
injection into deep saline aquifers.

In the area of nuclear energy, the Request includes $62.5 million to continue
technical support for moving a small modular reactor to the Nuclear Regulatory
Commission licensing stage by the end of 2016, as a step towards industry’s
demonstration of this important technology early in the next decade. The Request
includes $326 million to support research and development on reactor aging issues,
advanced reactor concepts, and the fuel cycle. This request continues to support
R&D on nuclear fuel issues at the Idaho National Laboratory. 1t also supports
research on accident tolerant fuels and includes funding to continue laying the
groundwork for implementing the Administration’s Strategy for the Management
and Disposal of Used Nuclear Fuel and High-Level Radioactive Waste, including a
consent-based approach to the siting of storage and disposal facilities for nuclear
waste. The Request also focuses resources on maintaining operational readiness at
the Idaho National Laboratory, including $23.2 million for major power
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distribution infrastructure refurbishments and $11.7 million for critical security
infrastructure investments.

The Request includes $325 million for ARPA-E, an increase of $45 million from
FY 2015, to continue to grow this important program. The program, which
received its first appropriation in 2009, is now showing impressive results. 1t has
over 400 projects to date, and the first group of completed projects has led to 30
new companies, of which five have been acquired by large strategic investors.
Altogether, 34 ARPA-E projects have attracted over $850 million in follow-on
funding.

Through ARPA-E, we will continue to invest in early-stage innovation with the
potential to lead to transformational energy technologies.

For the loan programs, while the Request does not propose new authority for the
Title 17 or Advanced Technology Vehicles Manufacturing loan programs, the FY
2016 Budget does include $9 million for credit subsidy to support a new loan
guarantee solicitation for new clean energy projects on Tribal Lands.

In addition to the new loan program, the Request provides $20 million for the
Office of Indian Energy Policy and Programs, an increase of $4 million, for its
technical and financial assistance programs, with increased emphasis on remote
communities and the National Strategy for the Arctic Region.

The Department’s final FY 2015 Budget supported a new workforce development
effort for graduate and post-doctoral training in three areas of specific mission
need for the Department: high performance computing in the Office of Science,
advanced manufacturing in the Office of Energy Efficiency and Renewable
Energy, and subsurface topics and project management in the Office of
Environmental Management. These DOE traineeships are modeled in part after
other federal programs for university-led graduate traineeships and include
components that are uniquely focused on DOE mission workforce training needs.
Our FY 2016 Budget Request proposes to add a fourth traineeship on
radiochemistry, supported by the Office of Nuclear Energy, where we see a
specific mission need.
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Transforming Energy Systems, Investing in Resilient Energy Infrastructure

In addition to the clean energy investments I just discussed, our Nation’s energy
infrastructure is an area that needs—and is now getting—more attention.

We have had several recent accomplishments relating to our energy infrastructure.
Following the aftermath of Superstorm Sandy, the Office of Electricity Delivery
and Energy Reliability committed $500,000, along with EERE, totaling $1 million
for Sandia National Laboratories to provide technical assistance to New Jersey
Transit and the Board of Public Utilities to assess NJ Transit’s energy needs and
help develop a conceptual design of an advanced microgrid system that will avoid
disruptions and make it easier to get the power back on after a major disaster.

Led by our Office of Energy Policy and Systems Analysis, we have also completed
a nationwide public stakeholder process and analytical work in support of the
upcoming release of the first-ever Quadrennial Energy Review (QER) of U.S.
energy infrastructures.

The QER is a four-year interagency process, with the first year focusing on energy
infrastructure—the transmission, storage, and delivery of energy. We expect the
first QER installment to be released soon, and many of you may be interested in
that document for its systematic analysis of the breadth of challenges with our
current energy infrastructure. The QER will also include recommendations to drive
future program directions.

The electricity grid underpins many other infrastructures, and the F'Y 2016 Budget
Request includes $356 million, an increase of $160 million, for a major
crosscutting initiative led by the Office of Electricity Delivery and Energy
Reliability to focus on the modernization of the electricity grid. This initiative
invests in technology development, enhanced security, and modeling to enable the
electricity grid of the future. This initiative includes $10 million for R&D to
improve resilience of large-scale electricity transformers and $14.5 million to
transition to an integrated system at the distribution level and develop a platform
for market-based control signals. In addition, the Request establishes a virtual
collaborative environment for conducting real-time advanced digital forensics
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cybersecurity analysis, which can be used to analyze untested and untrusted code,
programs, and websites without allowing the software to harm the host device.

The Request includes $15 million to develop advanced technologies to detect and
mitigate methane emissions from natural gas transmission, distribution, and storage
facilities, and $10 million to improve methane leakage measurements.

We will focus new attention on state grants for energy assurance and reliability,
recognizing that many authorities and actions in this area depend upon the states.
The FY 2016 Request includes $35.5 million to provide grants to state, tribal, and
local governments to update energy assurance plans to address infrastructure
resilience, as well as $27.5 million that is part of the Grid Modernization
crosscutting initiative to provide competitive grants to states and multi-state
entities to address electricity reliability.

Finally, while we move toward implementation of recommendations on the first
installment of the QER on infrastructure, DOE will move forward on future
installments of the 4-year QER. The Budget includes $35 million for the Office of
Energy Policy and Systems Analysis to provide integrated energy systems analysis
and follow-on QER support activities.

In addition to the longstanding major mission areas of nuclear security, science and
energy, and environmental cleanup, emergency response is an important mission
for the Department. While we have had an ongoing responsibility for nuclear and
radiological incident response, the Department has intensified its efforts for energy
infrastructure emergency response, working with FEMA. Our Budget proposes an
increase from $6 million to $14 million for Infrastructure Security and Energy
Restoration, the lead program for these responses. While the budget for this
emerging responsibility is relatively small, it is an increasingly important focus.

Enhancing Collective Energy Security

The Department’s work in energy security is modest in budget requirements but
greatly important for the Nation. Particularly given the events in Europe and
Ukraine, we have an increased global focus on collective energy security——energy
security for the United States and its allies.
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In the Jast year, we worked with the G-7 and the European Commission to achieve
a G-7 Leaders Agreement on a new collective energy security framework. Led by
our Office of International Affairs, we also worked directly with Ukraine to
provided technical support in developing its first ever energy emergency
management plan, especially for the winter. In December, we also signed a
Memorandum of Understanding with Canada and Mexico to initiate improved
coordination of North American energy data. Led by DOE’s Energy Information
Administration (EIA), this will help us develop stronger active collaboration
moving forward.

To continue on this progress for collective energy security, the FY 2016 Budget
Request includes $24 million for the Office of International Affairs. While the
funding level is not large compared with other parts of the Department, the Office
of International Affairs is taking on increased responsibility, as 1 just highlighted,
and funding at this level is needed to fulfill its important mission and strengthen
international energy technology, information and analytical collaborations.

Similarly, the Budget increases investment in the EIA to $131 million, in order to
fill gaps in current energy data, including transportation of oil by rail and
integrating energy data with Canada and Mexico. The EIA recently initiated a data
reporting program on oil and natural gas production trends by region, and the
requested increase is needed to continue with this and other improvements in our
data collection, analysis, and reporting.

Last year, the Department also completed a 5 million barrel test sale for the
Strategic Petroleum Reserve (SPR) to look at infrastructure challenges resulting in
large part from pipelines now flowing in opposite directions from when the SPR
was originally established. Through the test sale, we found challenges confronting
the SPR’s distribution system, and the FY 2016 Budget proposes an increase of
$57 million above FY 2015 for the SPR to begin addressing the operational
readiness issues found through the test sale to enhance distribution flexibility and
reliability and to begin to address the existing backlog of deferred maintenance
projects.
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Strategic Partnerships with National Laboratories to Advance DOE Missions

The Department is continuing its focus on building the strategic partnership with
the National Laboratories. DOE is a science and technology agency, and our
efforts across all of our mission areas are heavily grounded in science and
technology. The National Labs are a major core asset in executing our missions,
and strengthening our partnerships is critical to our success.

We are doing that in a variety of ways. For example, DOE is engaging the
laboratories very early on in our program planning. The National Laboratories
Ideas Summit helped shape FY 2016 budget initiatives and was instrumental in
forming a special consortium of 14 National Laboratories arranged to implement
the crosscutting grid modernization research.

We also have begun using the National Laboratories’ expertise in science and
technologies in some of our major challenges outside of the science and energy
arena. When faced with what looked like major problems with the cost and
schedule of the Uranium Processing Facility (UPF) at the Y-12 National Security
Complex in Oak Ridge, or the major problem we had at the Waste Isolation Pilot
Plant (WIPP), we engaged Laboratory leadership to help reformulate our approach
to those issues. In those two examples, Oak Ridge National Laboratory led the Red
Team review and restructuring of UPF, and the Savannah River National
Laboratory led the forensics effort to investigate the cause of the failure of the
waste canister at WIPP.

The Laboratory Operations Board (LOB), a body that we put in place in 2013,
performed the first-ever uniform assessment of general purpose infrastructure at all
Laboratories and NNSA plants. That has led to identifying over $100 million in the
FY 2016 Budget in new investments for priority general purpose infrastructure
projects guided by LOB assessments, while also avoiding an increase in deferred
maintenance.

Finally, we have developed new strategies to strengthen institutional capability of
the National Laboratory system based on advice from the Secretary of Energy
Advisory Board (SEAB)
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Enhancing Impact: Crosscutting Initiatives in Key Technology Areas

The FY 2016 Budget expands the crosscutting initiatives introduced in the FY
2015 Budget designed to advance key technology areas that have multiple energy
resource applications. Each crosscut reflects an integrated plan of work to optimize
programmatic objectives by efficiently allocating resources. Through deliberate
and enterprise-wide planning and coordination of these research efforts, the
crosscutting initiatives will help bolster DOE’s efforts to institutionalize enhanced
program management and coordination across program offices, while accelerating
progress on key national priorities.

The programs and budgets within the three mission areas include over $1.2 billion
in crosscutting R&D across six initiatives focusing on: electricity grid
modernization, subsurface technology and engineering, supercritical carbon
dioxide technology, energy-water nexus, exascale computing, and cybersecurity.
These initiatives are the product of a concerted coordination effort among all three
DOE Under Secretariats and program offices across the Department in close
collaboration with the National Laboratories.

The FY 2016 Budget continues to build on the five crosscutting initiatives
established in FY 2015. The Exascale Computing initiative invests to make
progress toward a thousand-fold improvement over current high performance
computers. Grid Modernization supports technology development, enhanced
security, and stakeholder support to enable evolution to the grid of the future. The
Subsurface Engineering initiative invests in new wellbore systems, seismic
research, and other areas supporting a wide variety of energy sources. The
Supercritical Carbon Dioxide initiative establishes a 10 MWe-scale pilot
Supercritical Transformational Electric Power facility aiming to increase the
efficiency of power generation, and the Cybersecurity crosscutting initiative
strengthens cybersecurity across DOE’s federal and laboratory sites, and improves
cybersecurity for the nation's electric, oil, and gas sectors.

The FY 2016 Budget also proposes one new crosscutting initiative, the Energy-
Water Nexus. This initiative recognizes that the Nation’s energy system uses large
quantities of water, and the Nation’s water system uses large quantities of energy,
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and that DOE’s coordinated science and technology efforts can contribute to the
Nation’s transition to more resilient energy-water systems.

Nuclear Security

The FY 2016 Budget Request provides $12.6 billion for the NNSA, an increase of
$1.2 billion over FY 2015, to carry out our missions for the nuclear deterrent,
nuclear nonproliferation programs, and propulsion for the nuclear Navy.

Effective Stewardship of the Nuclear Deterrent

The Request includes $8.8 billion for Weapons Activities, $667 million above FY
2015, to maintain a safe and effective nuclear deterrent while continuing to reduce
the size of the active stockpile.

In pursuit of this mission, we have recently achieved a number of major
accomplishments. We have, first and foremost, had another year of science-based
certification of the stockpile as safe, secure, and effective without nuclear testing.
It is important to remember the remarkable story that a science research program
has enabled the paradigm to shift since nuclear testing ceased to allow us to
consistently certify the stockpile as safe and reliable without testing, even as it
shrinks.

In the major life extension programs, we have now passed the halfway mark in
Life Extension Program (LEP) for the W76-1 warheads for the Navy, and our FY
2016 Budget Request of $244 million will keep us on track to complete the
program in 2019. We have conducted successful first integration testing of the
B61-12 LEP for the Air Force on or ahead of schedule, and the Request of $643
million supports delivery of the First Production Unit in 2020. By the end of FY
2024, completion of the B61-12 LEP will shrink the number of active and inactive
weapons, reduce the mass of nuclear material used in these weapons, and allow us
to retire the B83, the last U.S. megaton class weapon. Our Request of $220 million
for the W88 ALT 370 supports delivery of the First Production Unit with
conventional high explosives refresh by FY 2020.

This Budget supports the Nuclear Weapons Council decision to accelerate a new
cruise missile capability, and the selection of the W80 as the warhead for the Air
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Force’s Long Range Stand-Off system (LRSO). The FY 2016 Budget Request
inctudes $195 million to accelerate the program by two years, to be completed in
2025, in order to meet military requirements.

We have begun operations in the new Kansas City Responsive Infrastructure
Manufacturing and Sourcing (KCRIMS) facility with half the footprint and an
improved operating environment compared to the old environment. And at the
National Ignition Facility, we have significantly increased the shot rate and
achieved impressive advances in experimental results in closer alignment with
modeling predictions.

As I mentioned earlier, we have used strategic partnerships with the National
Laboratories to rethink some of our challenging projects. As a result of the Red
Team review of the Uranium Processing Facility at the Y-12 National Security
Complex in Oak Ridge, led by the Director of the Oak Ridge National Laboratory,
and a similar review of the Chemistry and Metallurgical Research Replacement
Facility (CMRR) capability at Los Alamos National Laboratory, we are developing
a disciplined modular approach for both sites that will remove risks early in the
process and build to a more rigorous budget and schedule. This rigorous process
will be an important and recurring project management theme at the NNSA and
across the Department of Energy—in particular, at the Office of Environmental
Management.

Controlling and Eliminating Nuclear Materials Worldwide

The FY 2016 Budget Request includes $1.9 billion for Defense Nuclear
Nonproliferation, $325 million above FY 2015, to continue the critical missions of
securing or eliminating nuclear and radiological materials worldwide, countering
illicit trafficking of these materials, preventing the proliferation of nuclear weapon
technologies and expertise, and ensuring that the U.S. remains ready to respond to
high consequence nuclear and radiological incidents at home or abroad, and
applying technical and policy solutions to solve nonproliferation and arms control
challenges around the world. The Request is a $75 million, or 4 percent, increase
from the comparable FY 2015 enacted level after adjusting for a budget structure
change moving counterterrorism efforts from the Weapons Activities appropriation
to the Defense Nuclear Nonproliferation appropriation.
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We have completed the removal or disposal of a total of 190 kilograms of
vulnerable nuclear material, through bilateral agreements, and trilateral agreements
with Russia and countries with material of Russian origin. Despite a difficult
relationship at the moment, we are continuing to work with Russia to repatriate
weapons-usable material to the United States or Russia.

In 2014, we obtained a pledge from Japan at the 2014 Nuclear Security Summit in
The Hague to remove and dispose of all highly-enriched uranium and separated
plutonium from the Fast Critical Assembly in Japan. We also helped prevent the
illicit trafficking of nuclear and radiological materials, technology and expertise by
installing 37 fixed and 22 mobile radiation detection systems worldwide.

The FY 2016 Budget Request reorganizes the Defense Nuclear Nonproliferation
program into four business lines: Global Material Security; Materials Management
and Minimization; Nonproliferation and Arms Control; and Nonproliferation
Research and Development. We have also strengthened Counterterrorism and
Emergency Response by consolidating these efforts with Nuclear Nonproliferation
programs in one account. Together, these reorganizations create a clearer set of
business lines for the nonproliferation programs and represent the full continuum
of our nonproliferation efforts as we prevent, counter, and respond to global
threats.

In FY 2015, the Congress appropriated $345 million to continue construction of
the mixed-oxide (MOX) project at Savannah River. The FY 2016 Budget includes
$345 million, which is the current services projection from the FY 2015 enacted
level, while we complete congressionally-directed studies on plutonium disposition
costs and alternatives.

Advancing Navy Nuclear Propulsion

The FY 2016 Budget Request includes $1.4 billion for Naval Reactors, $142
million above FY 2015, to support the Navy fleet and maintain progress on current
efforts to refuel the land-based research and training reactor. The Request increases
funding for Naval Reactor’s core objective of ensuring the safe and reliable
operation of the Nation’s nuclear fleet (73 submarines and 10 aircraft carriers),
constituting over 40 percent of the Navy's major combatants.
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The Naval Reactors programs achieved some significant accomplishments this
year. In 2014, we began integrated testing of the lead A1B reactor plant of the

next-generation FORD-class aircraft carrier and provided technical resolution

support for the nuclear fleet which steamed over 2 million miles.

The FY 2016 Budget provides $187 million to continue development of the
advanced Ohio-Class Replacement Reactor, and $133 million to initiate refueling
of the Land-based Prototype reactor. We also provide $86 million to continue
construction of the Spent Fuel Handling Recapitalization Project.

Cleaning up the Cold War Nuclear Weapons Legacy

The FY 2016 Budget Request includes $5.8 billion for Environmental
Management, $43 million below the FY 2015 enacted level, to position DOE to
meet the nation’s Manhattan Project and Cold War legacy responsibilities. DOE is
responsible for the cleanup of millions of gallons of liquid radioactive waste,
thousands of tons of used nuclear fuel and special nuclear material, disposition of
large volumes of transuranic and mixed/low-level waste, huge quantities of
contaminated soil and water, and deactivation and decommissioning of thousands
of excess facilities.

I will discuss in a moment the difficult challenges we face with some of our
remaining Environmental Management projects. But T would like to start by
pointing out that when the program started, there were 107 sites to be closed, and
we have cleaned up all but 16 sites. To be sure, the remaining sites are not the
simplest to remediate; however, we started with over 3,000 square miles to
remediate, and we’re down to only 300 square miles. And so, by some metrics, we
have cleaned 90 percent of our total footprint. However, it will be decades before
we finish the most difficult remaining sites.

Though we are down to some of the most difficult sites, progress is steady. Last
year, we completed demolition of the K-25 facility at Oak Ridge, the largest
demolition project DOE has ever undertaken. We have converted 15 million
pounds of liquid waste into solid glass at the Defense Waste Processing Facility at
Savannah River, enabling closure of six high level waste storage tanks.
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We have put forward and are beginning to implement an alternative phased
approach to completing the Hanford Waste Treatment Plant (WTP). We have
cleaned up 479 square miles of the 586 square mile area at Hanford, including 90
percent of the River Corridor.

Going forward in FY 2016, recovery of the Waste Isolation Pilot Plant in New
Mexico is one of our high priorities. The FY 2016 Budget includes $248 million to
implement the WIPP recovery plan, leading to initial resumption of waste
emplacement in the first quarter of calendar year 2016. The FY 2016 Budget will
also support continued operations of the Integrated Waste Treatment Unit at Idaho
and work towards closing the tanks.

With $1.4 billion for the Office of River Protection, we will move forward on our
phased approach to begin vitrifying low activity waste early next decade. The
Budget moves forward with construction of the Low Activity Waste (LAW)
facility at the Hanford Waste Treatment Plant, including design of a new
pretreatment system required for our phased approach. We will also continue
technical issue resolution at the site, and we will bring the Plutonium Finishing
Plant (PFP) at Hanford, once the highest risk nuclear facility at Hanford, down to
slab-on-grade by the end of FY 2016.

Finally, we will continue construction and prepare for commissioning of the Salt
Waste Processing Facility at Savannah River, which is on schedule to complete
construction by December 2016.

Management and Performance: Improving Efficiency and Effectiveness

Building on the Department’s FY 2015 emphasis on management and
performance, the FY 2016 Budget moves forward on initiatives that continue to
identify and institutionalize improvements across the DOE enterprise.

In the Department’s efforts to improve management and performance, we have
adopted project management reforms, including strengthening the Energy Systems
Acquisition Advisory Board (ESAAB) from an ad hoc process into an
institutionalized regular process for situational awareness on project progress and
issues, as they arise. ESAAB will be supported directly by a Project Management
Risk Committee, which brings together DOE experts for a continuous look at the
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risk profile of major projects and issues. We have also taken steps to improve the
project peer review process and institutionalize other project management reforms.

We have also continually worked to improve management, increase efficiency, and
support diversity on a number of fronts. We have recruited 30 high-level
Ambassadors from industry, academia, and nonprofits to increase participation of
minorities in energy. We have resolved hiring issues at the Bonneville Power
Administration, providing additional Human Resources training and restoring
hiring authority. The Department’s management and operating contractors have
reduced pension plan liability by $100 million through lump sum buyouts. Our
management and operating contractors have also established Health
Reimbursement Accounts at 13 sites for their medical-eligible retirees, reducing
long term financial statement liability by $2.8 billion.

Going forward, the Budget includes $25 million for the Office of the Human
Capital Officer to implement a new Human Resources service delivery model to
streamline our HR model and eventually consolidate 17 current service centers to
five key delivery centers. We will also implement a new Energy Jobs Council to
improve calculation of energy jobs data and strengthen technical support for state
workforce development programs. We will also continue to strengthen
Departmental cybersecurity programs, part of the Cybersecurity crosscutting
initiative, through an enterprise-wide cyber council established in 2013 for
securing personal data, our nuclear security data, and the privately-owned energy
infrastructure.

Advancing the President’s Vision: Implementing DOE’s Strategic Plan

In conclusion, we have much to do to advance the President’s vision and
implement DOE’s Strategic Plan.

We will continue implementing the President’s Climate Action Plan, to reduce
emissions at home and around the globe.

We remain committed to our all-of-the-above energy strategy, to encourage
innovation, create jobs, enable economic growth, and contribute to domestic
manufacturing and net exports.
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We must maintain leadership in basic research in the physical sciences—and
increasingly in the life sciences, develop the next generation of computation
technology, and develop and maintain world-class scientific user facilities.

We will continue to maintain a safe, secure, and effective nuclear weapons
stockpile in the absence of testing, and manage the infrastructure needed to meet
national security requirements.

We must continue to reduce the global nuclear terrorism threat through measures
to identify, control, and eliminate nuclear weapons worldwide.

We will address the legal and moral imperative of cleaning up legacy waste to
protect human health and the environment.

We will strengthen DOE and its national missions through cross-cutting initiatives
that leverage the science, technology, and engineering capabilities across programs
and National Laboratory partners.

And we will continually improve DOE effectiveness and efficiency through project
management reform and constant attention to maintaining a safe and secure
workplace.

Thank you, and I would be pleased to answer your questions.
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Mr. S1MPSON. I thank you.

And during your statement, we have had the arrival of the rank-
ing member. Snow has kind of slowed a lot of people down this
morning.
lkSo I will yield to you for your opening statement, if you would
ike.

Ms. KAPTUR. Thank you, Mr. Chairman. I wish it had only been
the snow. Unfortunately, we had prior scheduled events on the
other side of town prior to this meeting being scheduled.

So I am just very grateful to Ranking Member Lowey for being
here. And I thank the Secretary, the very able Secretary, for join-
ing us this morning. Thank you, Mr. Chairman and members.

Secretary Moniz, it is always great to see you. And I want to say
I greatly appreciate your recent visit to Ohio and your willingness
to work with this subcommittee to address the energy challenges
that are faced by our Nation, including the region that I represent,
the Great Lakes.

At the top of the list for America and for our people is job cre-
ation, and, obviously, energy independence is a critical underpin-
ning of that very important objective. In another realm, assuring
a modernized nuclear deterrent is an essential part of this bill, as
well, and we thank you for your great talents applied to that end.

I appreciate several of the proposals to meet our Nation’s needs
and, in particular, the administration’s proposal for good mod-
ernization, as well as the $200 million increase for the advanced
manufacturing program, which could certainly do even more to
help regions such as I represent in the industrial heartland.

The last decade has seen America’s heavy-energy-consuming in-
dustries struggle. And between 2000 and 2010, our Nation lost an
additional 5 million manufacturing jobs, amounting to nearly one-
third more of its manufacturing employment. Over the last 35
years, we have lost two-thirds of the Nation’s manufacturing base.

I am encouraged to note that, of the 100 largest metro areas that
currently hold 70 percent of advanced manufacturing jobs, 2 are
within my district. Cleveland ranks 27th and Toledo 30th in the
share of overall manufacturing jobs in this sector.

America has hotbeds of innovation, but if we hope to remain
globally competitive in manufacturing, we must seize new opportu-
nities presented to us, including a full consciousness of the energy
underpinning of our industrial heartland. And I know you fully un-
derstand that.

Even as we face another constrained budget, we must keep fo-
cused on the pairing of innovation with employment growth and
energy transformation. And I look forward to discussing further
job-creating opportunities at the Department of Energy through ef-
forts such as modernizing our energy grid, retrofitting buildings,
and supporting efficient and innovative manufacturing technology
companies.

Our historic reliance on foreign energy not only serves as a grave
national security concern, in my opinion; it also is a severe strain
on our economy. The $2.3 trillion that our country has ceded im-
porting foreign oil over the last decade alone, $2.3 trillion, has en-
riched some of the least democratic places on Earth at the expense
of our own citizens.
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Today, we are presented with the opportunity to rid our country
of this burden. We are already producing more oil domestically
than we import, and I thank you for your leadership on that front.
Congratulations to you and the Obama administration for that ef-
fort.

Recent projections show that by 2035 America will be able to
meet 97 percent of our energy needs through domestic production
and an all-of-the-above strategy. What a great slogan for that ef-
fort. What a glorious moment that will be for the country. And I
would like to cut in half the time that it requires us to reach that
goal.

Through continued funding to accelerate renewable energy devel-
opments with that all-of-the-above strategy, we could achieve a net
positive balance of trade in our energy sector—a goal worthy of our
aspiration and one that can ensure domestic job growth into the fu-
ture.

Our world-class national labs continue to serve as drivers of in-
novation, America’s greatest resource for staying globally competi-
tive. Innovation remains one of the few lasting competitive advan-
tages for many firms and their host communities in the advanced
manufacturing sector, yet its speed of innovation and complexity
requires that we ratchet up demand for new strategies and support
that we must continue to stay on the top globally.

I was very interested in page 15 of your testimony where you
talk about the energy and water confluence, that nexus. I am to-
tally in agreement with that.

While developing our approach to the energy future of our coun-
try, we must also focus on commercialization efforts with a strong
bias toward improving American manufacturing. And I cannot em-
phasize this point enough. If the Department is fostering techno-
logical advances or breakthroughs for products, it must do so in a
way that contributes to American manufacturing and the jobs and
products that are manufactured domestically.

I appreciate your visit to ArcelorMittal in Cleveland, for example,
and First Solar and Owens Corning in western Ohio. That shows
the administration’s commitment to this sector.

We also have a photo I would like to present to you of your visit
there. You made centerfold on the business page. And I can tell you
the dozens and dozens of companies that were a part of that effort.

And I am going to have Ryan here from our staff—you made it
in Ohio, Mr. Secretary; this is really excellent—I present it to you
as a memento of this hearing.

Let me also point out that communities blessed with national
laboratories must recognize the tremendous asset they possess in
pushing innovative and creative ideas.

You look a lot better on that picture than I do, by the way.

Our Nation would be wise to recognize them as national gems.

And for those communities not lucky enough to have local labs
and all the intellectual power they bring regionally, I am interested
in identifying opportunities to extend the positive impact labs can
offer in assistance to communities, places, and businesses that
struggle to meet their own energy needs in vital segments of our
economy.
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Mr. Secretary, I am eager to discuss how this budget for 2016
meets the needs of many energy and national security challenges
we face and strengthens our Nation’s job-producing base.

Thank you so very much, Mr. Chairman, for this time. I appre-
ciate your courtesy and look forward to the full hearing today.

Mr. SIMPSON. I thank the gentlelady.

We are also fortunate to have the chairman of the full committee,
or the big chairman, as we call him, Hal Rogers from Kentucky.

Mr. ROGERS. Thank you, Mr. Chairman.

Mr. Secretary, welcome.

Mr. SiMPSON. Thank you.

Mr. ROGERS. Your department’s efforts are critical to our econ-
omy and to our national security, but the importance of your mis-
sion does not diminish our responsibility to budget sensibly and to
prioritize programs of import.

I want to echo Chairman Simpson’s concern that the administra-
tion’s request for 2016 discretionary funding exceeds the statutory
cap by $71 billion. Here on this committee, we have to abide by the
Budget Control Act and the budget enacted by Congress. Unfortu-
nately, your request is just not realistic. We are looking forward to
hearing from you today about how we should make the difficult de-
cisions necessary to correct this shortcoming in your request.

In so doing, it is my belief that we set priorities in this budget
that will set us on a path toward energy independence, particularly
with household power bills on the rise, volatile unrest in energy-
producing regions overseas, and record cold temperatures, requir-
ing coal-fired power plants to run on overtime.

We have countless opportunities to shore up our energy security
in this country, and this administration seems determined to dis-
regard just about every one of them. Just 2 days ago, the President
made the incomprehensible decision to veto the Keystone XL Pipe-
line project that would put thousands of Americans to work, not to
mention the energy that would be produced.

The President’s rejection of this project, despite overwhelming bi-
partisan and industry support, along with that of the American
people, is inconsistent with the all-of-the-above energy strategy you
are highlighting in your statement, which is necessary to keep our
energy economy diverse, inexpensive, and reliable.

While this administration would like us to think it is serious
about pursuing an all-of-the-above energy policy, its actions plainly
undermine that rhetoric. The coal industry is fighting every day to
produce the cheap, reliable energy that our economy demands
while shouldering tremendous burdens imposed by this administra-
tion’s regulatory bodies.

While this administration is hard at work writing new rules that
would ban the initiation of new power plants, shutter existing ones,
and leave thousands of coal miners out of jobs, the coal industry
is focused on investing in innovative technologies that will make
the Nation’s most abundant source of energy more efficient.

Each and every year, this administration has produced budgets
that slash funding for coal-related research and development, and
Congress has sent a clear message by consistently restoring these
much-needed programs. While I am pleased to see the Department
has requested a larger budget for the coal CCS and power system
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than it had previously, I am disappointed that, once again, fossil
fuels are being handed the short end of the stick.

While renewable energy receives a healthy $786 million increase,
41 percent increase, fossil energy investments are again reduced,
this time by $11 million. Investing in CCS technology and fossil
fuel research and development is critical, and this request does not
demonstrate a commitment to achieving commercially viable clean
coal in the near term.

But the importance of the cheap, reliable energy that coal pro-
vides is not completely lost on the administration. In fact, the
President recently committed $1 billion in taxpayer dollars to in-
vest in clean coal projects in China, projects being pursued through
your department. But, not surprisingly, the administration can’t
make the same commitment to the future of our energy security
here at home.

If this department’s priority is truly establishing an all-of-the-
above energy policy for the future, as you have stated many times
in recent weeks, then I, for one, cannot discern the Department’s
accompanying strategy for coal, our Nation’s most abundant nat-
ural resource going forward.

There is no denying that massive regulatory requirements are
pushing this industry out of existence. But if the goal of these regu-
lations is increased levels of efficiency, then where are the accom-
panying investments from your department that will ultimately en-
able the industry to accomplish that goal? I certainly do not see
these kinds of investments laid out in this budget.

As you well know, these topics are critical to the future of our
energy security, and I look forward to hearing your testimony and
how you will be working to advance a truly comprehensive energy
strategy in this country that includes coal.

Thank you, Mr. Chairman.

[The information follows:]
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Mr. Chairman, thank you for yielding. Secretary Moniz, I appreciate you taking the time to be here today
and I welcome you back to the Energy and Water subcommittee.

The Department of Energy oversees tremendous investments in a commodity that touches neatly every
issue of national importance: energy. Whether readying our Navy’s nuclear fleet or modeling
technologies that will yield more efficient and reliable power sources — your Department’s efforts are
critical to our economy and our national security.

The importance of your mission, however, does not diminish our responsibility to budget sensibly and to
prioritize programs of import. I must echo Chairman Simpson’s concern that the Administration’s
request for Fiscal Year 2016 discretionary funding exceeds the statutory cap by $71 billion. Here in the
Appropriations Committee, we must abide by the Budget Control Act and the budget enacted by
Congress. Unfortunately, your request is not realistic — and we’re looking forward to hearing from you
today about how we should make the difficult decisions necessary to correct this shortcoming in your
request.

In so doing, it is my belief that we set priorities in this budget that will set us on a path toward energy
independence — particularly with household power bills on the rise, volatile unrest in energy-producing
regions overseas, and record cold temperatures requiring coal-fired power plants to run on overtime. We
have countless opportunities to shore up our energy security in this country, and this Administration
seems determined to disregard just about every one of them. Just two days ago, the President made the
incomprehensible decision to veto the Keystone XL, pipeline, a project that would put thousands of
Americans to work. The President’s rejection of this project — despite overwhelming bipartisan and
industry support, along with that of the American people — is inconsistent with the “all-of-the-above”
energy strategy you’re highlighting today, which is necessary to keep our energy economy diverse,
inexpensive, and reliable.

While this Administration would like us to think it is serious about pursuing an “all-of-the-above” energy
strategy, its actions plainly undermine its rhetoric. The coal industry is fighting every day to produce the
cheap, reliable energy that our economy demands while shouldering tremendous burdens imposed by this
Administration’s regulating bodies. While this Administration is hard at work writing new rules that
would ban the initiation of new power plants, shutter existing ones, and leave thousands of coal miners
out of a job, the coal industry is focused on investing in innovative technologies that will make our
nation’s most abundant source of energy more efficient.

Each and every year, this Administration has produced budgets that slash funding for coal-related
research and development, and Congress has sent a clear message by consistently restoring these much



37

needed programs. While I am pleased to see the Department has requested a larger budget for the Coal
CCS & Power System program than it had previously, I am disappointed that, once again, fossil fuels are
being handed the short end of the stick. While renewable energy receives a healthy $786 million increase,
a41% increase in fact, fossil energy investments are once again reduced, this time by $11 million.
Investing in CCS technology and fossil fuel research and development is critical, and this request does not
demonstrate a commitment to achieving commercially viable clean coal technologies in the near term.

But the importance of the cheap, reliable energy that coal provides is not completely lost on the
Administration. In fact, the President recently committed $1 billion in taxpayer dollars to invest in clean
coal projects in China ~ projects being pursued through YOUR Department. But not surprisingly, this
Administration can’t make the same commitment to the future of our energy security at home.

If this Department’s priority is truly establishing an *all-of-the-above™ energy policy for the future, as you
have stated many times in recent weeks, then }, for one, cannot discern the Department’s accompanying
strategy for coal, our nation’s most abundant natural resource, going forward. There is no denying that
massive regulatory requirements are pushing this industry to the limit. But if the goal of these regulations
is increased levels of efficiency, then where are the accompanying investments from your Department
that will ultimately enable the industry to accomplish this goal? I certainly do not see these kind of
investments laid out in this budget.

As you well know, these topics are critical to the future of our energy security. I look forward to hearing

your testimony and hearing how you will be working to advance a truly comprehensive energy strategy in
this country that includes coal. Thank you.

HEHHH
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Mr. SiMPSON. Thank you. And I appreciate that opening state-
ment and will now turn to questions.

And I would ask the chairman if he would like to begin. I know
you have a very busy schedule, as does Representative Lowey.

Mr. ROGERS. I will yield to the ranking, Chairman.

Mr. SiMPsSON. Okay.

Mrs. Lowey.

Mrs. Lowey. Thank you very much for your courtesy. We feel
like we are on roller skates these last few days.

And, again, I appreciate the opportunity to have the Secretary
before us.

I have two questions. First, a brief question on crude oil ship-
ments.

The recent train derailment in West Virginia has once again fo-
cused attention on the relative merits of moving oil by pipeline or
rail. Recent reports by the AP and The Washington Post, among
others, have detailed some of the issues.

While I know much of the issue is one of transportation stand-
ards, does the Department of Energy have an appropriate role in
either data collection, research and development that could im-
prove our understanding of the technical issues?

And is the Department exploring technologies to treat Bakken or
other highly combustible crude to reduce its volatility before it is
shipped?

Secretary MoN1z. Thank you.

Well, as you have said, of course, there is this generally accepted
fact that with pipeline transport there tend to be more spills but
with trains there are more safety concerns.

On the train shipments, a few things that we are doing. First,
our Energy Information Administration will now be issuing a new
data set, which will detail oil movements by rail. That has not been
the case until now, but we will start that quite shortly.

Secondly, with regard to, if you like, technical assistance, we are
working with DOT, FMSA, and we have a project with our national
laboratories that was going through a detailed project to under-
stand the qualities of light crude oils, including Bakken, and what
the implications are for safety. So, for example, accidents scenarios,
we have in our laboratories not only, kind of, the chemistry part
but things like the test stands for looking at accident scenarios, et
cetera. So that is another area that we are looking at.

We have many other projects of relevance to the whole produc-
tion of the oil, but with regard to the safety issues, those are some
of the things that we are doing. And we are in close technical sup-
port of our sister agencies.

Mrs. LowEy. Thank you.

And the second question: It has become increasingly clear that
our Nation’s electricity grid is vulnerable to cyber threats. Address-
ing this threat is critical to the security and reliability of the Na-
tion’s electric grid. This is made particularly important given the
grid is arguably the most complex and critical infrastructure that
other sectors depend upon to deliver essential services.

How does the Department work with the Department of Home-
land Security, industry, and other government agencies to reduce
the risk of energy disruptions due to cyber attacks? Does this inter-
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agency process that adequately mitigates the risk to our current
electricity grid—is this adequate?

Does the U.S. have cybersecurity standards to provide a baseline
to protect against known vulnerabilities? And what kind of public-
private partnership is the Department involved in to accelerate cy-
bersecurity efforts for the grid of the 21st century?

And if you can just sum up, what are the most pressing issues
we should be addressing with regard to cybersecurity and the
threats that are facing us?

Secretary MoN1z. It is a complex question.

First of all, the interagency, I think, under the leadership of
DHS, is working. And, in that system, Department of Energy is
designated as the sector lead for the energy sector. So when it
conclles to cyber specifically for the energy sector, then DOE is the
lead.

In the fiscal year 2016 budget, we have a crosscutting, meaning
multiple office, budget of approximately $300 million for cybersecu-
rity. This has been going up consistently because of the escalating
threat. And it is escalating.

The grid modernization project will have a large cyber component
in terms of research, but in addition to the research and the issue
of providing resilience against cyber threats through new tech-
nology approaches, et cetera, the public-private partnership ele-
ment that you mentioned is very strong and very important.

So our Deputy Secretary chairs a group that meets regularly
with EEI, with utility CEOs specifically on cybersecurity. And as
an example of what we have done, we have selectively issued secu-
rity clearances to leaders in that industry so that we can share ap-
propriate information that is not available publically, in terms of
the threat vectors and how they need to respond to be protected.

An important issue I just want to emphasize and a constant
theme is, with cyber protection, you simply cannot be static. So it
is always a constantly evolving threat, and it has to be a constantly
evolving defense.

Mrs. LowEYy. Thank you.

And thank you very much, Mr. Chairman.

Mr. SIMPSON. Mr. Chairman.

Mr. ROGERS. Thank you, Mr. Chairman.

The EPA will issue final rules on carbon standards for existing
and new power plants this summer, they say. These are onerous
rules, they are unrealistic rules. But they will require coal-fired
plants to capture and store underground about 40 percent of the
carbon dioxide that they produce.

In order to comply with these extremely costly and, I think, im-
possible regulations, companies are going to have utilize carbon
capture and sequestration technology, CCS. The elephant in the
room, Mr. Secretary, is that technology is not available commer-
cially. You can’t get it. And so companies are going to be required
to do something that is impossible or shut down. I think I know
what the strategy is, it’s to shut them down.

It is like the right hand, the EPA, is not talking to the left hand,
Department of Energy. Sadly, I see no leadership from your depart-
ment in making the requisite investments to move that technology
forward in a meaningful and timely way. What I consistently see
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instead is a budget request with an astronomical increase for re-
newable energy research and inadequate investments in the fossil
energy program, the one that we now have. This tells me that the
administration’s goal is not really an all-of-the-above portfolio with
clean coal; it is to take coal totally out of the equation.

Am I in error when I say that CCS technology is not now com-
mercially available?

Secretary MONI1Z. Yes, it is commercially available. But, with per-
mission of the two chairs, may I give a slightly more expansive an-
swer, going back to your opening statement, and talk about the
coal picture broadly?

Mr. ROGERS. That is what you are here for.

Secretary MoN1Z. It may take more than 5 minutes, but I think
it is very important and central to the discussion.

I would like to say that, first of all, I think we have a very, very
strong program with coal.

But before I go to coal specifically, there is much said about the
increase, the large increase and the large size of our so-called re-
newables budget. I want to emphasize, it is an organizational issue.
The EERE budget that is being referred to is actually three pro-
grams. There is an energy efficiency program, there is a renew-
ables program, and there is a sustainable transportation program.
They are really distinct activities. And then there is nuclear and
fossil, et cetera.

If I may quote the budget numbers, fiscal year 2015 or fiscal year
2016—but fiscal year 2015, energy efficiency is $642 million. That
includes things like weatherization programs. It is not just R&D.
Renewable energy, $456 million; transportation, $602 million; fossil
energy, $561 million; nuclear energy, $833 million. That was just
the R&D of fossil. The fossil budget is higher. It includes petroleum
reserves, et cetera.

Those are all very comparable budgets. Electricity office, $147
million. ARPA-E, $280 million. So the fossil energy budget, first of
all, for R&D is quite comparable and larger than many, in fact, of
our programs.

If T go to coal, issues addressing coal are multiple. First of all,
in our basic science programs, things like the advanced materials
work is critical for issues like ultra-supercritical plants, even push-
ing the efficiency very, very high. High 40 percent looks possible.

And you yourself mentioned the increase we request in the fossil
budget for the capture R&D. ARPA-E has capture R&D. They tend
not to be counted. There is $50 million of innovative work in carbon
capture.

We have our demonstration projects, $6 billion, four of them op-
erating or close to operating. Some will not make it across the fin-
ish line; we know that. Also, in Canada, we have operating the
Boundary Dam project, which is a coal plus post-combustion cap-
ture project.

In our loan program, we have an $8 billion solicitation out right
now for fossil energy projects that reduce emissions. We have the
new tax credits proposed out of Treasury, a $2 billion subsidy sup-
port for CCS infrastructure, and a sequestration tax credit for car-
bon put underground. This is a very, very broad program.
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We have a power-plus program that looks to help communities,
coal communities, in transition. And I want to emphasize, certalnly
up to now, the reduction in coal use has mainly been a market-
driven response to the low natural gas prices.

With regard to China, our program with China and the one that
the President talked about our expanding, we will spend $10 mil-
lion a year in supporting United States researchers and companies.
That will be multiplied by four in a clean energy research center
collaboration with China.

And as far as availability of technology, you can buy it today
with a warranty. The Boundary Dam project I mentioned, the
Petra Nova project being built in Texas. There are, of course, for
new plants alternatives like gasification plants. The Great Plains
plant in North Dakota has already supplied 20 megatons of CO2
to Canada for enhanced oil recovery. It went across the border, but
it was an American plant that captured it.

This sounds to me like a pretty strong program. One project, un-
fortunately, a few weeks ago we had to start—go into structured
closeout, the FutureGen project, which would have been an oxy-
combustion plant. It is a very important technology I still hope we
support somehow, but that plant ran out of time because of the
ARRA funding.

So we are very serious about advancing coal—enable coal as a
marketplace contributor in a low-carbon world of the future. So
that is the breadth of the program. It is a very—very, very many
components.

Mr. ROGERS. Yeah. Reclaiming my time.

Well, the 9,000 laid-off coal miners in my district alone, laid off
because of the policies of this administration, are looking to you to
make the use of coal commercially usable.

I mean, when the EPA requires that existing power plants must
capture 40 percent of the carbon dioxide they produce, when that
machinery is so exorbitantly expensive or nonexistent, it puts these
coal companies and the utilities in a box they can’t get out of, and
you are, in effect, rendering the use of coal impossible. I beg you
to change your policies.

Quickly, Mr. Chairman, let me switch gears very briefly. We
were talking about the grid a moment ago and the reliability of the
grid itself. I am concerned about whether or not we can generate
the power during, especially, peak load times. With the closures of
all of these power plants coming on stream here next year, you are
going to have brownouts and blackouts, in my judgment, not be-
cause of the grid but because of the generating capacity that you
are shutting down.

What do you think about that?

Secretary MoONiz. Well, clearly, the issues of reliability need to be
looked at constantly and——

Mr. ROGERS. Liability?

Secretary MoN1z. Reliability. I am sorry.

Mr. ROGERS. Okay.

Secretary MONIZ. And, by the way, Mr. Chairman, before I for-
get, I should say, I would be delighted, of course, to come by and
have a longer discussion in terms of all of these coal-oriented pro-
grams. I would be very happy to do that.
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Mr. ROGERS. Thank you.

Secretary MoON1z. With regard to generation, again, a major dy-
namic has been that the very low cost of natural gas has certainly
hit the coal sector and, I might add, the nuclear power sector. We
have had five, six plants shutting down, particularly in the deregu-
lated parts of the country, nuclear plants, with the low gas price.
I mean, that has been the dominant reality. It is the natural gas
prices, which even went below $3 for some time.

And the natural gas plant, I just might observe, in terms of con-
struction—I mean, most of the construction recently in the United
States has been natural gas plants and wind. Those have been the
two major new capacity additions. And the natural gas plants have
the advantage of, by far, the lowest capital cost per installed mega-
watt.

So the combination of the low capital cost and the low fuel cost
has obviously increased the gas market share quite dramatically.

Mr. ROGERS. Thank you, Mr. Chairman.

Mr. SIMPSON. Let me ask you, how long do you expect those low
nfgtﬂra‘l? gas prices to exist? Does the Department make a prediction
of that?

And what is going to happen to those natural gas prices when,
I suspect, there will be additional regulations on fracking and other
types of things?

Secretary MoN1z. Well, first of all, the EIA does make projections
about gas prices, oil prices, et cetera. You go to the bank with those
at your own risk. But, certainly, the current expectation, with re-
gard to natural gas, is that we will continue to see growth for quite
some time, getting up above 30 trillion cubic feet per year. This is
an incredible amount of gas. So right now, you know, we see no
reason to think that there would be significant upward pressures,
at least, let’s say, for the rest of this decade, if not longer.

Now, that does not include, of course, localized price spikes. In
my part of the country, New England, with a lack of sufficient in-
frastructure, and when the cold weather comes, I mean, we have
had spikes go up to $60, $80. But that is not a systemic—you
know, a sustained price.

So, you know, we tend to be thinking in terms of the $4 level as
being something that is relatively stable. But it is always risky.

Mr. SIMPSON. On another subject, Mr. Secretary, I understand,
in talking with you and watching the television, that you have re-
cently traveled to Geneva on Saturday to join Secretary Kerry in
negotiations with Iran over its nuclear program. This is an impor-
tant issue, and I am glad that you are engaged.

Can you explain to the subcommittee, to the extent that you can
in an open hearing, your and the Department of Energy’s role in
these negotiations? And is this a one-time role, or is this going to
be a continuing responsibility for the Department?

Secretary MON1Z. Thank you, Mr. Chairman.

Well, first, let me say that, while this was my first engagement
with the negotiating team, I should emphasize the Department has
been engaged, frankly, from the beginning. By its nature, many of
the issues relative to the future Iran nuclear program are fairly
technical in nature. The repository of nuclear expertise is in the
Department of Energy and its laboratories. In fact, again, actually,
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Oak Ridge and Livermore, in this case, have been particularly
str(ingly involved. And so we have been supporting that consist-
ently.

Now that the negotiations are, presumably—since both sides
have said we need to settle it in March, they are getting to that
point where the intersection of the, kind of, policy and technical
worlds are coming together. That is why I was asked to join Sec-
retlfljlry Kerry in the negotiation. Whether that happens again, we
will see.

Okay. I think I will just leave it there. I would just say that we
did make—I would say, you know, we made some progress, but
there is certainly a long way to go in a fairly short time.

Mr. SiMPSON. Thank you.

Secretary MONIZ. It is a very important issue, however.

Mr. SIMPSON. It is.

Secretary MONIZ. And we are very pleased to provide the support
and, me, personally, to support Secretary Kerry in the negotiations.

Mr. SIMPSON. On another subject, we have heard of many link-
ages between this budget request and the forthcoming Quadrennial
Energy Review, the QER.

As the first QER that the Department has conducted, I am curi-
ous as to the players that came together to produce the QER. How
did this process unfold? How did the Department solicit input from
outside organizations? And how does the QER play into the long-
term strategic goals of the Department of Energy?

Secretary MON1z. Thank you.

Yes, the QER is a massive undertaking, frankly, because it is
trying to bring together agencies almost across the entire govern-
ment, frankly, because so many have energy equities. The blue-
print was laid out a few years ago in a report of the President’s
Council of Advisors on Science and Technology, which I happened
to serve on at the time, and I happened to actually co-chair the
group that recommended this.

The way it is implemented I want to clarify. It is chaired out of
the Executive Office of the President because, frankly, that is
where the convening power resides. But the Department of En-
ergy—and we have built up, as you know, a powerful policy and
analysis office—we function as, essentially, the executive secre-
tariat and manage the analytical work.

Secondly, the decision was made that the first year would focus
on energy infrastructure, transportation, storage and distribution
of energy, electricity and fuels. And we recognized from the begin-
ning that States and regions play a huge role, not only in imple-
menting the program but in having very different needs—needs
and opportunities. So we had 13 regional meetings across the coun-
try on all the different subjects relating to energy infrastructure.
So those inputs were critical, including working with State organi-
zations like NASIO and NARUC, et cetera.

The QER, we are a little bit behind schedule. We had hoped to
have it at the end of January. It will probably be January 75th or
something when we finish. But, frankly, we are in the interagency
convergence process.

Several areas—it won’t surprise you that there will be discus-
sions about the petroleum reserve. We learned a lot last spring in
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our test sale, in terms of distribution challenges. There will be a
lot on the grid. And, in fact, the $356 million proposal in fiscal year
2016 is part of that, clearly. And we think, by the way, that invest-
ments of that scale will be needed for a decade to really get to
where we want to go in terms of the grid.

There will be discussions about resilience of energy infrastruc-
ture. Certainly, coastal infrastructure is an example where we are
seeing lots of problems, but there are others. And then what we
call related infrastructures—actually, trains, inland waterways, a
lot of challenges—those are not areas of Department of Energy re-
sponsibility, but they are government areas which are very impor-
tant for the energy system.

In fact, I will just mention that, with our energy boom, especially
in oil, these related infrastructures and the energy infrastructures
are being taxed. And that will be a major focus of the QER.

We will come forward with a whole bunch of pretty specific rec-
ommendations for going forward.

Mr. SiMPSON. Thank you.

Ms. Kaptur.

Ms. KAPTUR. Thank you, Mr. Chairman.

Mr. Secretary, on page 5 of your testimony, you talk about the
all-of-the-above energy strategy and the Department’s Loan Pro-
grams Office having issued loan guarantee solicitations for innova-
tive technologies in four areas: $4 billion in the renewable energy
and energy efficiency area; double that, $8 billion, in the fossil en-
ergy area; $12 billion in the nuclear energy arena; and $16 billion
for advanced vehicle technology manufacturing.

When I look at where America hemorrhages jobs, I use our trade
deficit as my measure. And our chief category of trade deficit is im-
ported oil. Our second chief category of deficit is imported auto-
mobiles. So I am very interested in your prioritization there.

And I wanted to ask you, in terms of these loan programs and
the guarantees, how would you explain to the American people
some of the solicitations that you are seeing, where you see innova-
tion in those fields to help move America forward? What are some
of the most promising technologies that you have seen that you can
speak about here this morning? Give us a sense of the future.

Secretary MoN1z. Well, if I can start with the loan program spe-
cifically—is that where I should start?

Ms. KAPTUR. Yeah. And the sectors that you talk about, the——

Secretary MONIZ. Yes,

Ms. KAPTUR. Renewable energy and energy efficiency, then fossil
energy, then nuclear, and then advanced vehicle technology manu-
facturing.

Secretary MONIZ. Uh-huh. Uh-huh. So

Ms. KAPTUR. These obviously are—the Department has
prioritized these. They are looking for answers. And you are seeing
some potential. Could you——

Secretary MONIZ. Yes.

Ms. KAPTUR [continuing]. Tick off some of what you see?

Secretary MONIZ. Maybe what I should do is, for each of those
four areas, I can give an example of maybe

Ms. KAPTUR. Yes.
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Secretary MONIZ. [continuing]. What has been done and what we
are looking at going forward. Because there is $30 billion already
in play and then $40 billion, as you stated, in additional authority.

So if you take the renewables, for example, a great example is
that the program, especially in 2009 when there was—the whole
point was that debt financing was very, very difficult to come by
during the period of the recession. And so, for example, the pro-
gram kickstarted the utility-scale photovoltaic business in this
country. There was none. The loan program helped with the first
five. There are now 17 additional ones with purely private financ-
ing.

So that is the model that we have in mind, to kind of—we
kickstart. We don’t want to just keep funding more—you know,
supporting more of those with loan guarantees. Then they go into
the marketplace. And there are other technologies, as well.

Going forward, I want to make clear, the calls are broad. Any-
thing that comes forward that pushes the technology, in this case
in renewables and efficiency, is there. But examples could be new
areas, things like micro, small hydro, which has a substantial op-
portunity, we believe, in the United States, where very little has
been done. It depends on people to come forward. We are not pick-
ing the area. Combined heat and power, on the efficiency side,
which also can be in the fossil solicitation, as well, there is an area
with still great potential. And here would be new—pushing the
technology with new hybrid technologies, for example.

On vehicles, if I go to vehicles, in terms of the past, two exam-
ples: One was the support for this country’s first all-electric vehicle
manufacturer, Tesla. That was nearly a half-a-billion-dollar loan
guarantee. The loan, it was paid back completely. They are moving
forward.

But we also supplied a $6.5 billion loan to Ford to retool 13
plants in—I forget how many States, 6 or 10 States, something like
that, including in your part of the country. And that has been a
huge success, again, in terms of manufacturing EcoBoost engines
and aluminum-clad F-150s and this kind of a thing.

Going forward, we think the future of that program is going to
be less auto manufacturers as opposed to auto parts suppliers. It
could be low-resistance tires, it could be the new materials for
lightweighting—many, many possibilities.

Those are a couple of—well, okay, on fossil, looking forward,
there will—again, CHP is one example, combined heat and power,
carbon sequestration. We could imagine projects that maybe cap-
ture some of the methane that is being released in many produc-
tion operations, using it effectively.

Many, many possibilities. We are open for business for any tech-
nologies that fit those categories, lower emissions, push the tech-
nology, and need a little bit of support on the debt-financing side
to go forward.

If I may make one more comment—I am sorry—but we are also
changing the nature of many of our commitments as we go forward,
in the sense that, initially, especially in the recession period, the
loan program essentially covered the entire debt needs of the
project. Now, as we go forward, we want to go into more and more
co-lending with commercial institutions. Partly, it stretches the
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money out, shares the risk, et cetera, but mostly because we think,
by bringing those commercial institutions into these areas, they
will then be the ones who pick it up completely in the private sec-
tor.

Ms. KAPTUR. I really appreciate your answer this morning. You
are just so capable. Our country is fortunate for your service, Mr.
Secretary, really.

On the automotive front, I probably represent the most auto-im-
pacted district in America. I represent the largest Chrysler/Jeep
platform on the continent. I actually represent the Ford EcoBoost
engine in the Cleveland area. So we have Ford heavily invested
there as well as at its Avon Lake facility in the Ohio assembly
plant there and General Motors, the most important and only
power transmission manufacturing facility for GM. So for Ford,
GM, and Chrysler, as well as other stamping plants across the area
and tooling plants.

One of the challenges we have both in speaking with Ford—and
I can’t speak for them—or Chrysler/Jeep gets to this energy ques-
tion, and we are always faced with outsourcing of our jobs.

And to the extent that the Department can provide a manner of
working with these individual facilities to help them conserve en-
ergy or reuse waste, heat, find ways to make their product more
efficiently, believe me, it would have a major impact on job reten-
tion in our region.

So I would hope there would be a way for us to engage with
those companies at those given sites and to have that conversation.
I don’t know that they would necessarily do it directly, but I would
just mention that as a possibility for the region that I represent.

Secretary MONIZ. One example in your region—and you were
there—is the ArcelorMittal steel plant. Extremely efficient. We
were able to put some Recovery Act funds in there, and now it is
? great going concern and supplying mainly auto companies, in
act.

Ms. KAPTUR. Yes. It is really remarkable to see what can happen.

Mr. Secretary, my second question here. And I know others have
questions. But I wanted to go to the Ukraine-Russia situation right
now and ask about what you—what your thinking is on Europe
and our ability, as a country, to backfill Europe with energy sup-
plies to help to lessen their dependence on Russia.

Could you share any thoughts that you have on that from the ad-
ministration’s standpoint. What do you think could be an effective
strategy in the short term? In the long term?

I represent the ports along the Great Lakes, the shortest dis-
tance to northern Europe, shortest shipping distance to Bremer-
haven, to Gdansk. I am wondering if you have any thoughts on
that that you could share.

Secretary MONIZ. Certainly. So maybe two different kind of an-
swers. One is, if there is an interest in the Ukraine situation spe-
cifically, I would just add briefly that, since last August, we have
been engaged with Ukraine in providing assistance—not financial
assistance—planning assistance.

So, for example, DOE, our emergency response team led a team
that included Red Cross and FEMA, some Canadians, to help the
Ukraine Government formulate an energy contingency plan for the
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winter. And I think it certainly helped. It wasn’t fully imple-
mented.

And as, frankly, anticipated, coal became the biggest problem for
the winter right now. And I would just say that the Ukraine Gov-
ernment is seeking our continued technical assistance for planning
going forward.

With regard to the broader question, the

Ms. KAPTUR. Mr. Secretary, could you clarify on the coal issue.
Could you just add two more sentences. It became a problem. They
didn’t have sufficient through-put because of the Russians moving
into the coal?

Secretary MONI1Z. Correct. The Ukraine electricity sector is
roughly half nuclear and half coal, and the coal sourcing was prin-
cipally from eastern Ukraine, the place where the separatists were
in control, and some coal shipments were also blocked from Russia.

Ms. KAPTUR. I just want to mention I represent the largest coal
shipping port on the Great Lakes, the Port of Toledo.

Secretary MONI1Z. Yeah. So, then, with regard to the broader
issue, particularly through the G7 energy ministers, we met first
in Rome last May with the European Union, so G7 plus European
Union. I would love to come back and talk with any of you, if you
like, about this.

We formulated what we would call a modern set of principles
about energy security, and it starts with the statement that energy
security is not one nation’s issue. It is a collective issue of, let’s say,
the United States and our allies and friends. You have to think of
ourselves as a system of energy security.

So, in that regard, clearly things like, when we start to be an
LNG exporter probably in about a year, that will be very helpful
to put more LNG, obviously, out into the global market. That is an
example of what we could do. I believe some coal was shipped from
the United States to Ukraine as well. I am not quite sure. I know
that boats were loaded at least at one point.

But the European Commission, with whom we are working very,
very closely—in fact, just yesterday they issued an interesting doc-
ument—they are very much in line with our energy security prin-
ciples that we established last year, and the key is establishing di-
versity of supply, diversity of supply routes.

So, for example, for gas, the southern corridor, to bring Caspian
gas to Europe is an important new development, but it is also im-
portant to create the infrastructure within Europe to be able to
move energy across international borders. Their infrastructure is,
by their own acknowledgement, not fully developed for that and,
consequently, they don’t have the full market structure they need
to respond to energy shortfalls.

Again, I would be happy to discuss that. I would be happy to
brief any members of the committee on that energy security initia-
tive.

Ms. KaAPTUR. Thank you, Mr. Secretary.

Mr. SiMPSON. Thank you.

Mr. Fleischmann.

Mr. FLEISCHMANN. Thank you, Mr. Chairman.
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And, Mr. Secretary, I want to personally thank you for your very
kind words today and throughout your tenure about the great city
of Oak Ridge.

I am privileged to represent that city. And as you and I are well
aware, we do so many things in Oak Ridge, premier national lab,
Y-12, UPF someday, and our great nuclear cleanup legacy mission.
And I want to thank you for your cooperation and attentiveness to
all of our issues, sir.

Secretary MoN1z. Thank you for your cooperation.

Mr. FLEISCHMANN. Yes, sir.

I have a few questions. Mr. Secretary, I am pleased to see that
you have included $100 million in the President’s budget request
to keep our domestic uranium enrichment capability moving for-
ward.

Last year this committee directed the Department to produce a
report by April the 30th that includes an accounting of available
low-enriched uranium, high-enriched uranium and tritium for our
national defense purposes as well as a cost-benefit analysis of each
of the options to supply enriched uranium in the future.

Two-part question. Could you please give us an update on the re-
port. And will it would be delivered to the committee on time, sir?

Secretary MonN1z. Well, we certainly hope to get it on time. We
are well along in the interagency process. Because, as you know,
it is an interagency process.

And the interagency recently asked us to have an independent
cost analysis done; so, that is underway. And that is the piece now
that we need to get back from the contractor, basically, that we
have hired to then finalize the report.

So we are aiming to meet the date. I hope we can. The inde-
pendent analysis is the issue right now to complete.

Mr. FLEISCHMANN. Thank you, sir.

The condition of the Alpha 5 facility at Y-12 has been described
by the NNSA as the worst of the worst. DOE’s Inspector General
recently briefed me and said that, due to delays in the cleanup and
disposition of contaminated excess facilities, the Department is tak-
ing on ever-increasing levels of risk.

As a matter of fact, I saw a video of that facility, and it was
shocking. These contaminated facilities pose significant health and
safety risks to employees and to the public, and as they continue
to deteriorate, the likelihood of a serious accident increases.

What is the Department’s plan for dealing with this critical prob-
lem?

Secretary MoONIZ. Dr. Fleischmann, you are certainly correct. I
am not sure whether that particular building wins the prize or not.
There are many competitors with its extremely old infrastructure,
buildings that were, you know, from the early 1950s and nuclear
facilities of that age. So we are concerned and we are moving for-
ward.

What we are trying to do is—I will give you an example of
UPF—you mentioned UPF; so, that is a good example. Clearly we
have, again, as you well know, some highly challenging processes
in the current situation, safety issues. You know we had things
falling, which you don’t want to do in an HEU facility.
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As we have now looked to re-architect the UPF plan, within that
plan is a fast-tracking of getting the risky operations out by the
end of this decade. Even if the full project is not finished, our tar-
get is 2025. So we are trying to really, really move that up.

Another thing that we are doing is—in this budget for fiscal year
2016, you kind of don’t see it so evidently. But we had a new prin-
ciple. The principle was that the programs could not have a pro-
posal that would continue to increase deferred maintenance. So, at
a minimum, they had to stop that and then eventually dig our-
selves out of the hole.

Now, as we then do another project, the Lab Operations Board
was charged to do an inventory, the first systematic inventory of
general infrastructure needs across the complex. We have over
$100 million in the budget request to start addressing those needs,
but they are coupled because some of those general infrastructure
needs, like in NNSA, are designed to take a big hit out of continued
maintenance budgets.

So it is safety and budget together that we are trying to address,
but it is—you know, it is the old theory of holes. You find yourself
in one, stop digging. And that is at least the philosophy that we
are trying to put forward. All right.

Mr. FLEISCHMANN. Thank you, sir.

Secretary MONI1Z. Yeah.

Mr. FLEISCHMANN. Mr. Secretary, I was very pleased to see the
budget request for Advanced Scientific Computing Research pro-
gram, and specifically Exascale computing, but I hope we can ad-
dress the proposed reduction in funding for the leadership com-
puting facilities.

Can you speak to this reduction in the context of the value of
leadership computing programs, sir.

Secretary MoNiIz. Well, the leadership computing programs and
NERSC, the Oak Ridge, Argonne, and Berkeley computers, are ex-
tremely heavily used. They are critical not just for our labs, but for
users all across the country.

A, we think the budget will allow full operation of those facilities.
But in addition to the Exascale, a few months ago we announced
the CORAL initiative. And the CORAL initiative will effectively be
the next generation of those leadership computing facilities.

And, again, as you well know, Oak Ridge is one of the sites. In
fact, I think it will be the first site operating with the next-genera-
tion CORAL computer, and that will be, well, perhaps as much as
150 petaflops, so well on the way to Exascale.

Mr. FLEISCHMANN. Thank you.

One last question. Mr. Secretary, as you know, this committee
has been very supportive of the work being done by the Advanced
Manufacturing Office. I have been told by several DOE officials
that Oak Ridge National Lab’s manufacturing demonstration facil-
ity is leading the way in advanced manufacturing, as evidenced by
the recently announced manufacturing hub, led by my alma mater,
the University of Tennessee at Knoxville.

Mr. Secretary, the fiscal 2016 budget request for AMO includes
a healthy increase. Can you please point out briefly some of the in-
novations that these facilities have had with U.S. industry.
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Secretary MoN1z. Well, first of all, I would like to note that the
large increase is there because what we put forward was—instead
of kind of putting forward the annual request for the two new ones,
we actually proposed the whole 5-year request. So that is $140 mil-
lion for the two of them. But that would be then full 5-year funding
for those facilities. Kind of upfront funding is always nice. But then
how do you make it fit into the bucket?

Well, so far, we have, like, two and a half, in a sense. The first
one is in Youngstown, Ohio, with DOD as the lead investor getting
started with the additive manufacturing approach. And earlier I
mentioned as one example this issue of printing your car in 12
hours as just one example of what you might do with that kind of
technology.

Again, the idea here is these are technologies that—these are
manufacturing directions that will have multiple-sector impact, cer-
tainly in the energy sector, but even beyond. Additive manufac-
turing is just a place in the future.

I might add, by the way—and, again, you know this from the
Tennessee example on composite materials—that we also insist—
this goes back to an earlier question—we also insist that there are
training components to this.

And one good example right now is the additive manufacturing
project we have at Oak Ridge with its partnership with Pellissippi
Community College in terms of training, certifying 3D printers of
the future. That is people, not the printer, not the machine.

The second one was on wide-bandgap semiconductors, and that
is for power electronics. And that will have multiple applications,
everything from vehicles to solar, just kind of across the board.

So that is the spirit. These are directions that will not be nar-
rowly applied, but will establish a manufacturing—help the manu-
facturing base in a broad sense.

Mr. FLEISCHMANN. Thank you, Mr. Secretary. Appreciate your
answers to those questions.

Mr. Chairman, I yield back.

Mr. SiMPSON. Thank you.

Mr. Honda.

Mr. HONDA. Thank you, Mr. Chairman.

And welcome, Mr. Secretary. It is always instructive to listen to
the dialogue here. I have three quick questions, and one is the
SunShot Initiative.

Mr. Secretary, 2016 marks the halfway point of the President’s
SunShot Initiative to make solar power cost-competitive without
subsidies after 2020.

Can you quickly give an update to the subcommittee of where we
stand in achieving that goal.

And as I understand it, we are currently about 70 percent of the
way towards achieving that goal of reducing costs of solar energy
technologies. It is the halfway mark and we are more than halfway
there, yet——

Secretary MoN1z. Right.

Mr. HONDA [continuing]. The request increases the solar energy
budget by almost 50 percent.
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And so why is the increase so large in light of these achieve-
ments that we have right now? And how is the funding being dis-
tributed between activities?

One activity I am thinking about being particularly important is
helping reduce the costs to manufacture photoable takes on a large
scale in order to compete with other lower cost countries.

Secretary MoN1z. Thank you, Congressman Honda.

You are right. We are ahead of schedule, and that is great. The
costs have come down dramatically. And the SunShot program has
many, many components to it. Clearly, one has been to work with
companies and researchers in terms of solar modules.

And, again, with Ranking Member Kaptur, we were at one plant
for solar last Friday that we have worked with—actually, our lab
has worked with over many, many years, going back to the late
1990s, in terms of developing some of their underlying thin-film
technology. They are one example of what has been a cost reduc-
tion.

Frankly, modules are now substantially below a dollar per watt.
The Holy Grail is $0.50. I think we are going to make $0.50 before
the end of this decade. So we help in those areas.

But now, frankly, a big part that we need to ramp up more on
is on the balance of plant costs. That has not come down as fast
as the solar modular costs, and we need to get that down to $0.50
a watt, also.

So there is still—you know, there is still work to do, but the dra-
matic reduction has got—I would say solar today is, in certain ap-
plications at least, already competitive. So it is across the board.

And it also includes proposing partnerships with, for example,
cities in terms of how one can streamline things like the licensing.
And, as you know, that has a lot of unevenness. Different States
and different cities have different standards, different codes. How
do you streamline that? If that is dragged out for a long time, a
project can go down easily.

So we are working across the board, and we think this is such
a major direction for the future that we would like to increase our
investment.

Mr. HONDA. Great.

And it seems like that, with that, it will decrease the time and,
also, provide a good timeline to take advantage of it.

Secretary MoONI1Z. Yeah.

Mr. HONDA. The Exascale was mentioned just previously, the
Exascale computing. The budget request proposes $208 million for
the Exascale Initiative within the Office of Science, and that is
more than double the amount the committee provided last year.

Developing Exascale computing represents the next technological
leap in high-performance computing, but there are many unan-
swered questions relating to Exascale computing and how the U.S.
is going to get there.

So what are the kinds of things we are not able to do without
this Exascale computing? And how critical is that capability? And
then what is the current timeline for developing an Exascale sys-
tem in the United States? And do you believe that the Department
will achieve that target? And where does the United States cur-
rently stand in relation to international development of Exascale
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systems? And then I will have a couple of comments after your an-
swer to this one.

Secretary MONi1Z. Okay. Well, again, in the big—the big context
is high-performance computing is very important for our mission.
And while we are typically at the cutting edge of it, let’s say, for
our nuclear weapons program, for example, industry is more and
more using these tools as well.

So the CORAL—as I mentioned earlier, we expect to get into the
100 to 150 petaflop region within a few years. We expect to reach
exascale, then the next factor of 7 or so 2022, 2023, probably.

There are many challenges. You correctly stated the Office of
Science budget for exascale, but I do want to note there is an addi-
tional budget in NNSA which is correlated in terms of working to-
gether.

Mr. HONDA. Yeah.

Secretary MONIZ. So it is actually $273 million total.

There are major challenges to address. One of them, for example,
is energy utilization. If we just went up with current technologies,
we would be talking, you know, tens of megawatts of energy re-
quirement for one computer, and that is not going to work.

So energy management is one example of the kinds of challenges.
Another one is going to be just managing the huge data. This is
really big data when you start going there. So managing data is a
big part of it.

The applications, what we have seen is that, at every scale that
we have taken, the new capabilities rapidly get utilized. I will give
you two very different examples where it is—I will give you three
examples.

Okay. One is nuclear weapons. If we are going to keep our nu-
clear weapons as they get older and older and older, reworked, of
course, life extension, but older and older and older from testing,
we are going to just have to keep increasing our understanding of
what is happening with these aging systems. And computation is
a critical, critical part of that.

Mr. HONDA. And, Mr. Secretary, the computation takes the place
of testing physically nuclear power.

Secretary MONIz. It is a central part of it, but other experimental
facilities are important as well, like NIF at Livermore, for example,
and others in other places. But the computation is absolutely cen-
tral.

Another example would be in climate science in being able to get
to a much finer resolution. Macro, you know, we have pretty good
tools, but as you go to finer and finer regional impacts, we are
going to need more computational power.

And a third example is materials by design. To really start to be
able to design materials ab initio for all kinds of different applica-
tions will profit from increased computational power.

Mr. HONDA. So one of the characteristics of the supercomputers
would require right now a huge amount of power, but to replace
that drawdown on resources as the photonic interconnections, that
could possibly drastically reduce power consumption, heat loss, and
increasing the speed of computation. So——

Secretary MONIZ. Yes.
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Mr. HONDA. The reason I was asking the question is because its
application to many things that we care about—nuclear power,
staying on top of other countries, and using the supercomputer,
and the speed with which we will be able to do this

Secretary MONIZ. Yep.

Mr. HONDA [continuing]. And then taking the place of actually
doing nuclear tests—and all of these things will save us both, I
think, time, money, and resources and, also

Secretary MONIZ. Yes.

Mr. HONDA [continuing]. Possibly give us a sense of security in
our national security.

Secretary MONIZ. And, also, in the manufacturing sector. As you
know already, airplanes, for example, are essentially designed on
a computer, et cetera.

Mr. HONDA. Yeah.

So I will make a comment about that after this last question, Mr.
Chairman, if I may.

The fiscal year 2016 budget request provides strong support for
the Advanced Research Projects Agency—Energy, ARPA-E. Al-
though it is a young agency, ARPA-E has seen considerable broad
bipartisan support largely for its active project management, its
flexible funding structure. One of the challenges of ARPA-E is that
it must show results while also taking many risks.

What is your view of the proper balance for ARPA-E?

Secretary MONIZ. I am on the risk side, and——

Mr. HONDA. I am, too.

Secretary MoN1Z. Yeah.

And I think the program is outstanding. As I said earlier, now
that we are at the 5-year mark, you know, it is at the place where
we can now judge what are the outcomes in the portfolio, and I
think the outcomes are just outstanding.

I might add, if I may advertise, since the chairman noted how
our budget request was—I think you said very modest—earlier this
week, the American Energy Innovation Council, Bill Gates and
other major CEOs in our country, came out with an update of the
report they made some years ago and among their recommenda-
tions was going back to the original thought of ARPA-E as a bil-
lion-dollar-a-year agency. So, in that context, our request is obvi-
ously very modest.

Mr. HONDA. If I may, Mr. Chairman, the last thing I would like
to try to do is—all this research and all this application of the
sciences will also give us the ability to be more efficient, precise,
and increases our ability to assure our country the security that we
want in the different arenas that we are talking about here.

Secretary MoN1z. Uh-huh.

Mr. HONDA. Given that efficiency and the power that it brings
with it, it seems to me that there is an increase in the wealth that
is created by that. Is that correct?

Secretary MONIZ. Oh, yes. Well, the classic economic analyses, in-
cluding by my former colleague, Nobel Prize winner Solow, is that
roughly half of the productivity gains in the American economy
have come from innovation.

Mr. HONDA. Given that, is there a way that we can compute the
kind of return on the investments that we are making right now
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in the area of energy and efficiency and then look at the delta, the
dollar amount that is being created, and invest that into areas like
Kentucky and West Virginia, where we have thousands of folks
being laid off from work because of the change in technology?

It seems like there should be an investment in the folks who
have provided energy in the past and then reinvesting in them in
terms of retooling

Secretary MONIZ. Yes.

Mr. HONDA [continuing]. Their skills and, also, providing infusion
of that investment in those folks because of the investments that
we have made in sustainable energy.

Secretary MONI1z. Again, the fiscal year 2016 budget proposal
does include—I am not suggesting the scale was what one may
need.

But, for example, the so-called POWER Plus program includes
specifically some funding to try to help communities in transition,
in particular, communities that have been dependent on coal in
transition.

Mr. HoNDA. Right.

And then there is a dual aspect, like weatherization. You know,
we provide funding for weatherization to help seniors and others
to reduce their costs in fuel—

Secretary MonN1z. Right.

Mr. HONDA [continuing]. But we don’t talk about applying solar
to their buildings or thin photoable take, thin film, where we can
apply these things to the areas that could use them.

So it seems to me that, in terms of highly—what is the program?
The weatherization program?—that we should attach solar to that
so that those folks can create their own energy, at the same time
reduce their costs through weatherization. So there is a double hit.

And I think that these are the kinds of investments we could
make from the wealth that we create from the investments
that——

Secretary MONI1Z. Interesting.

Mr. HONDA [continuing]. We do as a Nation and then not have
any other part of this country be left behind or any sector of the
population.

So I am hoping that the chair would look at that and sort of—
maybe we can look at a possible strategy where we can make some
of these reinvestments in the areas that are needy.

Thank you, Mr. Chairman.

Mr. SiMPSON. Thank you.

Mr. HoONDA. Thank you, Mr. Secretary.

Mr. SIMPSON. Mr. Valadao.

Mr. VALADAO. Thank you, Mr. Chairman.

Mr. Secretary, appreciate you taking some time for us today.

Last week I had the opportunity to go tour Berkeley National
Laboratory up there and spent some time looking at the advanced
light source. I share a lot of the same concerns of how important
this is, but it really was an impressive deal, I mean, to go and
spend some time and see how much research is going on from com-
puter trips all the way to the drought-tolerant crops that in my
area are so important.
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With what is going on there, as other nations and regions around
the world accelerate their development of new and more powerful
light sources, what are we doing to stay on the cutting edge? Are
we

Secretary MoN1z. Great.

First of all, I would like to say to any members of the committee,
if we can facilitate visits to our laboratories, Berkeley and others,
we would be glad to do that, because I think it is—well, we think
ultimately it helps us and it is very eye-opening, I think.

In terms of light sources, we have four light sources: Brookhaven;
Argonne; Berkeley; and SLAC, Stanford. And we are in some sense
over the years kind of systematically upgrading to the next genera-
tion.

So the one that we just finished was the Brookhaven one. The
next one now is SLAC. In this budget, there is a big push for
SLAC.

And I should say these light sources—I want to make it very
clear—they all have different characteristics. So it is not like it is
just one light source, you know, made four times. They all support
different areas of science because of their particular beam charac-
teristics.

And, by the way, you may have heard, one of the things not well
known is that, if you look at those four light sources now, 40 per-
cent of their use is in the life and medical sciences. So, again, our
job is to supply this tool for the American research community, and
then they come in and they compete for this. And I will add, for
example, with this—sorry. I am getting away from your question,
maybe.

But if you look at—because of this use now, like NIH, you know,
they pay to build beam lines at these light sources so that their re-
searchers have access for what they are doing. So we supply the
core tool, we build it, we operate it, and then scientists come in and
other agencies even support NSF and NIH especially, some of the
equipment.

So, anyway, the answer is, A, we are pushing on the frontier; B,
the budget in fiscal year 2016 we estimate to be essentially a full
operating budget—we say 98 percent operating budget—for all of
our major facilities across the country.

Mr. VALADAO. Okay. And I wanted to follow up on—not follow
up, but just add my concern, obviously, on the pipeline security and
the grid security.

There were some comments made in an Energy and Commerce
hearing not too long ago when these questions have come up, and
I know it has been brought up again.

In my region, especially now with the drought, we do rely on a
lot of electricity for pumping water, and the grid obviously has a
huge impact on keeping fruits and vegetables cool for storage.
There is a food supply component to this whole debate.

So it is not just providing electricity for people’s washers and
dryers, but actually our food supplies and the way we process. So
it is something that is very concerning to me, and it does have a
huge impact. And so I would like to reiterate how important that
is to me.
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And then there is another issue that was brought up. In your
testimony this week, you have mentioned a new Cross-Cutting Ini-
tiative, the energy-water nexus, and that one caught my eye. Rep-
resenting a district currently experiencing its fifth year of drought,
I was hoping that you could elaborate on this initiative.

When you say that you want to save water and energy produc-
tion, what specifically are you saying? And what are you targeting?

Secretary MONIZ. So one thing I would recommend to you and/
or your staff, a report that we published last summer on the En-
ergy-Water Nexus. I think it is about, like, a 150-page paper about
all these issues of intersection of energy and water concerns.

I do want to emphasize that, obviously, the energy-water and
water, in particular, is a subject for other departments—Interior
and others, EPA, clearly—but there are some very strong intersec-
tions. Two of the areas, for example—and I think the budget pro-
posal is for $38 million, I believe, for energy and water, cross-cut-
ting. Two of the areas, for example, would be what we call uses of
non-traditional water, water that is not pure. It can be including
flow-back water from fracking operations, how do you use it, how
do you recycle it, to have less demand.

Another area which may be more directly relevant to your part
of the country is kind of low energy requirements for water convey-
ance, et cetera, because you spend a lot of energy moving water
around, pumping and conveying water. So those are examples.

But with warming, with droughts, with wildfires, we are seeing
a lot of impacts of extreme weather, and a lot of those extreme
weather impacts affect the water resources.

Mr. VaLAaDAO. Well, thank you, Mr. Chairman. I yield back.

Mr. StMPSON. Mr. Fortenberry.

Mr. FORTENBERRY. Thank you, Mr. Chairman.

Good morning, Mr. Secretary.

Secretary MON1Z. Good morning.

Mr. FORTENBERRY. Pleasure to see you.

I want to talk about three categories of issues: nonproliferation,
MOX and ITER.

Regarding nonproliferation, all of us clearly share the same goal
of reducing the probability of a nuclear weapons explosion to as
close to zero as possible. And in that regard, the framework for
doing that, at least my framework, is a robust nuclear deterrence,
a robust nuclear security, as well as robust nonproliferation pro-
grams.

In your Energy Advisory Board’s interim report on nonprolifera-
tion last summer, it suggested that the NNSA needed to establish
a compelling vision for nuclear security with clear priorities. And
in light of Russia’s decision to substantively suspend or eliminate
nuclear materials cooperation, that is particularly one area of par-
ticular concern.

In addition, I am reading in your budget request that you have
reorganized the defense nuclear nonproliferation programs along
four categorical lines. I would like you to explain that division.

But the heart of the question—and you know the heart of my
question already—is the architecture of our nonproliferation ap-
proach sound enough? Do we need to rethink the framework?
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I would suggest to you that all of us here would be eager to co-
operate in that type of analytical thinking or even academic think-
ing as to whether or not the architecture is as sound as it could
be to meet that goal of reducing the possibility of nonproliferation
and nuclear weapons explosion. Let’s do that, and then we will go
to MOX and ITER.

Secretary MoONiIz. Okay. First of all, I really want to again thank
you and appreciate your incredibly strong interest in the non-
proliferation agenda. I look forward to more discussions.

You referred to the interim SEAB report. And let me—I am
going to talk about another report that we are doing in response
to it, which may provide, actually, the foundation for us to get to-
gether again and have a broader discussion.

Every year we are required to do an annual report on the stock-
pile—the science-based Stockpile Management Plan. We have de-
cided, frankly, inspired by the Al Carnesale-led interim report, that
we are going to produce a similar nonproliferation volume. And we
are targeting that for the middle of March. Maybe it will be the
second half of March, but, anyway, in March.

So we are well along. And this will kind of pull together our pro-
grams, but also where we think we need to go. And so that kind
of strategic vision is something that I am delighted to discuss with
you and your colleagues who have

Mr. FORTENBERRY. You are talking about in a month?

Secretary MONIZ. In one month.

Mr. FORTENBERRY. You are talking about this month?

Secretary MoN1z. This month.

Mr. FORTENBERRY. Excellent.

Secretary MONIZ. Yeah. Yeah. Yeah. In weeks. In weeks.

Mr. FORTENBERRY. Well, Mr. Chairman, if you could indulge me,
if we could plan on using more time to delve into the specifics of
that when it comes out, I would certainly be willing to commit to
that.

Secretary MONIZ. We would be happy to come up and have a—
start with a briefing of interested members and then have a dia-
logue. That would be great.

Mr. FORTENBERRY. Thank you.

Secretary MoONIz. By the way, a second outcome of that report is
we decided—because that report called for establishing kind of a
policy function that went across the board and it kind of rec-
ommended setting up a new office reporting to the Secretary on it.
I didn’t want to establish a new office, but what we did establish—
and we had the very first meeting just days ago—is what we are
calling the Nuclear Policy Council. So it is a council that will meet
quarterly to discuss issues typically cut across the civilian and mili-
tary sides of nuclear, so nuclear fuel cycle issues, et cetera.

Mr. FORTENBERRY. You originated this council

Secretary MoN1z. Right.

Mr. FORTENBERRY [continuing]. Or was that—you originated

it
Secretary MonNi1z. Correct. Yes.
Mr. FORTENBERRY [continuing]. Within your Department?
But it will be multi-disciplinary, across agencies?
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Secretary MoNIz. Correct. And we just had the first meeting this
week. It will be quarterly meeting and maybe with some

Mr. FORTENBERRY. Sometimes it is a little difficult to keep all of
our various councils straight.

Secretary MoONIZ. We have a lot of councils. I have created a lot
of councils. But, frankly, it is because I think there has not been
enough discussion across the stovepipes, because so many of these
issues connect.

I mean, you know, nuclear fuel cycle issues are in the Nuclear
Energy Office under the Under Secretary for Energy and Science,
but, boy, does that raise proliferation issues.

Mr. FORTENBERRY. Right.

Secretary MoNI1z. Right? So I have been trying to get a lot of
these—cybersecurity is the same thing, where we get these councils
and they lead to taskings for specific jobs. But rather than cre-
ating, you know, kind of a permanent organizational structure, I
would rather just go this way.

Mr. FORTENBERRY. Well, clearly, we are talking about this in
terms——

Secretary MONIZ. Because if they don’t work, I can get rid of
them easily.

Mr. FORTENBERRY. Sure. I understand. And you probably don’t
want us to put that in legislation either. You can’t get rid of it.

But the framework—well, what we are talking about now is obvi-
ously appropriations. So clearly a lot of us have a deep interest in
this question, and you do as well. And it is so essential.

I assume the appropriations that are vital to this task are al-
ready embedded in your proposed budgets or you have the flexi-
bility to shift money. Or do we need to help adjust something here?

Secretary MoN1z. Well, we obviously made a proposal that we
think responds to what we need. That proposal was made, of
course, you know, in the interagency process last year.

So as this report comes out and we have a briefing, you know,
we would be delighted to work with you in terms of—it might lead
to some reshaping. But right now we put together the proposal that
we thought, you know, would meet the needs.

You mentioned Russia, just to make it explicit, we did not have
any request in there for, you know, nuclear security programs with
Russia. They have pretty much been shut off. If there were some-
thing to come up, there is a little bit of carryover funds we could
use.

But, fundamentally, other than collaborating with them in terms
of the repatriation of Russian-origin weapons-usable materials from
third-party countries, as we did this year with Hungary and Po-
land, et cetera, we don’t see any collaboration.

Mr. FORTENBERRY. Well, that is a huge and sad development——

Secretary MONIZ. Yes.

Mr. FORTENBERRY [continuing]. And, if we can keep some kind
of lifeline open there in consideration of the extraordinarily difficult
situation, I think that would be prudent.

But let’s move to MOX right quick, if we could. You have got
$350 million requested or so. We have got a report that is not yet
available that we have requested that is asking you for alter-
natives. So——
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Secretary MONIZ. It is coming.

Mr. FORTENBERRY. Okay.

Secretary MoONI1Z. Yeah.

Mr. FORTENBERRY. You are familiar with the expression “Go big
or go home.” And here we are not doing either, it seems to me, not
a full-scale commitment, which might be a good thing, a treading
water type of commitment that may not even get us to the proper
ends of this program, should it prove viable.

So we are building this McMansion with half a roof on it, and
that is where we are. And I think we have got to come to some res-
olution—and, again, this is 20-year-old architecture we are talking
about as well, past agreements, an old framework that we are car-
rying on in time, lots of money being poured this way. Huge other
opportunities to do innovative things with limited funds, and, yet,
we keep just sort of tacking up siding here. It is a problem.

Secretary MoNiz. Well, first of all, I think you have summarized
the situation very nicely. And the chairman and the ranking mem-
ber and I discussed this.

Look, to be straightforward, we know the last couple of years’ ad-
ministration requests have not met with the pleasure of the Con-
gress and they have been—and the requests have been increased
and we have been told to keep constructing at this level—well,
$345 million this year, for example—and we are doing so.

We have also been pretty clear in stating that we think a viable
project to go to conclusion for the MOX fabrication facility probably
needs another $200 million a year to convert.

So I am hoping that this year we can do exactly what you said,
corrae to an agreement about—you know, there is a fork in the
road——

Mr. FORTENBERRY. Yeah.

Secretary MONIZ [continuing]. And we can’t just keep taking it.

Mr. FORTENBERRY. Well, there are alternative ways, maybe, to
think about this in terms of multilateral participation as we
rethink again the model of securing nuclear material and keeping
it out of—or putting it under a new type of nonproliferation effort.

I think my time has expired.

ITER is

Secretary MONIZ. Creative ideas we would love to have, but
we

Mr. FORTENBERRY. Well, let’s pull the French and the British
and the Japanese and Europeans in and let’s put this—let’s pull
them in and make them pay some

Secretary MONIZ. We need to dispose of this 34 tons of weapons
plutonium one way or another.

1\1/{1". FORTENBERRY. ITER, we are pouring a lot of money there as
well.

What is the projected outcome?

Secretary MONIZ. I am recused from the fusion program. We
would have to get back to you for the record or have our Deputy
Secretary come and meet with you. I apologize. But I am recused
from that program.

Mr. FORTENBERRY. Do you want to tell me why or——

Secretary MONIZ. The reason for the recusal is quite simple. It
is because MIT has a major facility——
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Mr. FORTENBERRY. I see.

Secretary MONIZ [continuing]. And so for at least 2 years I am
recused from dealing with that budget.

Mr. FORTENBERRY. I have never had the opportunity to say I am
recused from a hard decision up here. I am not blaming you, but
I am just——

Thank you, Mr. Chairman.

Mr. SiMPSON. I have wanted to be recused a couple of times.

Secretary MONIZ. So our Deputy Secretary——

Mr. FORTENBERRY. I understand.

Secretary MONIZ [continuing]. And our Under Secretary handle
that.

Mr. FORTENBERRY. I understand.

Mr. SIMPSON. Congresswoman Herrera Beutler.

Ms. HERRERA BEUTLER. Mr. Chairman, I will recuse you if you
need some help with the, you know, gavel there.

Mr. S1MPSON. Yeah.

Ms. HERRERA BEUTLER. Thank you.

And I actually have some questions about cleanup as well, but
I am going to start with one issue.

Over the last several years, I feel like the Northwest Delegation
has written quarterly letters to your predecessors about the Bonne-
ville Power Administration and the need for BPA to remain under
regional control.

And I know BPA has had its own challenges in recent years, but
it has provided inexpensive or low-cost renewable, reliable energy
to the entire Northwest.

And it is not often that Republicans and Democrats, House mem-
bers and Senate members, all get together and agree, and this is
one of those issues on which we agree, regional control.

And I just wanted to hear if your Department had any plans for
change with regard to that coming up that I should be aware of.

Secretary MoONIz. No, we don’t. I might choose the words slightly
differently because I do still have responsibilities there for the
PMAs. But we do not intend to have any policy change with regard
to local decision-making other than when there are problems.

And, as you know, there was a big problem the last year and a
half. And, frankly, I want to give a callout to our headquarter’s
Human Resources people, who I think did a fabulous job.

You know, as you know, we frankly had to take over the Human
Resources function to correct a very, very serious problem. Gladly,
that authority has been returned with, I think, a much stronger or-
ganization at Bonneville. So, you know, within those bounds——

Ms. HERRERA BEUTLER. Right.

Secretary MONIZ [continuing]. Because I do have responsibilities
still

Ms. HERRERA BEUTLER. Right.

Secretary MONIZ [continuing]. That is our approach.

Ms. HERRERA BEUTLER. Absolutely. Thank you.

Switching gears, I think it was yesterday or this week—it was
soon—you were in front of the Science Committee and——

Secretary MoON1Z. Yesterday.

Ms. HERRERA BEUTLER. Yesterday. All right.
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And you were talking about the budget and Hanford. What I un-
derstand from your testimony was that you were explaining that
there is a $100 million increase in the Hanford budget. And I see
that differently.

There are two separate sites collectively known as Hanford, the
Richland Operations Office and the Office of River Protection. Rich-
land is down $100 million. Office of River Protection is up.

Secretary MONi1z. That is right.

Ms. HERRERA BEUTLER. But it is imperative that they are viewed
as two separate sites, and that is how they are under the law. The
community and the law don’t consider that a plus-up in the budget.
They consider it a cut, as do I. And, you know, it is current law
that they be viewed that way.

My district, so that you know, is just—it is adjacent and
downriver of Hanford along the Columbia River, and the entire
southern border is the river. And so, as you can imagine, I have
a keen interest in making sure that the safe, efficient, effective
cleanup moves forward. And so, as you can understand, I view this
as a cut and I am concerned about it.

I wanted to see if you could explain whether or not—based on
the budget, if you think there are going to be any milestones in the
300 area that might be missed or jeopardized or at risk based on
this budget request. And can you explain your plan for completing
the river corridor work—or the work within river corridor at the
324 building and the 618-10 burial ground.

Secretary MON1z. Well, in broad terms, again, we—first of all, ob-
viously, I certainly agree with the facts. The Richland budget is
down 100.

The W2TP basically is up 200. And we do have to get that plant
going to start—we hope to start vitrifying at least low-activity
waste early in the next decade.

With regard to Richland, however, we feel that it actually is a
strong budget. There have been projects completed or just about to
complete, including what was, until recently, viewed as the highest
risk project. The plutonium finishing plant is getting down to slab.

And with regard to the river corridor, as you know, there has
been tremendous progress and, in fact, reopening much of that cor-
ridor now to society to utilize. So we are not walking away from—
we are going to keep, by the way, I mean, full—you know, pumping
chromium in the plateau, et cetera, et cetera.

So the Richland budget, I think, you know, it is going to have
a sﬁrong program, and we will continue to make progress. There is
sti

Ms. HERRERA BEUTLER. You don’t see any risks to lowering that
budget? It is not going to cause you to not be able to complete some
of the work?

Secretary MoONIz. Look, I will be honest. You know, our environ-
mental management budget—we have got plenty of other needs
that we would be happy to meet, but the budget constraints are
what they are.

And, obviously, Hanford, Idaho, Savannah River, other areas in
Oak Ridge, some in Los Alamos—I mean, we still have a lot of big
problems to address, and we are trying to do the best optimization
we can within a rational budget envelope.
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Ms. HERRERA BEUTLER. Well, I know Congress increased that pot
for the fiscal year 2015. And our goal was to send you the message
that this is a priority for us. This is not the community’s problem.
It is our problem, it is your problem, it is the feds’ problem.

And, to that end, you mentioned a waste treatment plant that is
being constructed with the hope of vitrifying this high-level waste.
And I wanted to—another comment that I had, in reviewing your
testimony yesterday for the Science Committee, was the term you
used for Yucca Mountain was “unworkable.” You said it was an un-
WOI‘kf{lble solution for the high-level defense waste. And I wanted
to ask——

Secretary MoNi1z. I may have to, if you don’t mind——

Ms. HERRERA BEUTLER. Oh. That word wasn’t used. I am sorry.

Secretary MONIZ [continuing]. Clarify that. No. That was not
about high-level waste or spent fuel separately.

What we said is that Yucca Mountain, we think, is unworkable
because, frankly, the lack of a consent-based process has just led
to a never-ending saga. And we believe—this is the Blue Ribbon
Commission’s overarching conclusion, is that any nuclear facility is
going to require a consent-based process. We think——

Ms. HERRERA BEUTLER. Okay.

Secretary MONIZ [continuing]. That is the only way to go.

Ms. HERRERA BEUTLER. And you are leading into where I was
going.

So I had wanted to know if there was a scientific reason. What
you are sharing is obviously a very real thing. It is kind of a socio-
political barrier or challenge. Is there a scientific reason that it
would be unworkable?

Secretary MoN1z. Well, the NRC recently—in its safety report,
the NRC said that it passed its scientific test, to which it added:
However, there is no point in going forward with it, because we
don’t even have the water and land access that we need. And that
goes back, again, to the lack of a consent-based process.

Ms. HERRERA BEUTLER. And your role in helping determine that
consent-based process, how do you see that?

Secretary MoNIz. Well, in the budget, we have a $30 million pro-
posal for moving towards waste management solutions that will in-
clude working with communities. By the law, we cannot select an-
other site for anything, for a repository, for storage facility, you
name it, but we can move to set up a consent-based process, see
what communities are interested.

You may have seen that, just—I think it was the beginning of
last week, a community with clear support in the State of Texas
came forward for a rather—they are proposing a rather large stor-
age facility for commercial spent fuel, for example.

Ms. HERRERA BEUTLER. Well, this is defense—I am interested—
this is defense waste.

Secretary MONi1Z. Yeah, on the defense waste side

Ms. HERRERA BEUTLER. So let me be really specific, and [——

Secretary MoN1z. Okay.

Ms. HERRERA BEUTLER [continuing]. Will give it back to the
chairman, because I don’t have a ton of time.

We are very interested in making sure that Hanford gets cleaned

up
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Secretary MONIZ. Absolutely. We are, too.

Ms. HERRERA BEUTLER [continuing]. And making sure that there
is a—as current law is, that we utilize the place that it is designed
to go to for permanent disposal. And I guess I just want you to be
aware that we are watching it and we want your help and your
time.

Secretary MoNi1z. If I may, I would note that—I mean, you may
want to look at or have your staff look at a report that we pub-
lished on our Web site in October. And it is—another of the Blue
Ribbon Commission recommendations was to do a study looking at
the issue of whether we should do defense waste and civilian spent
fuel separately rather than together. I think it is a very interesting
report. I think it is worth your looking at.

Frankly, the report said that there are many reasons to think
that doing it separately could be better. And I will give you an ex-
ample from Hanford that is in the report.

About a third of the radioactivity at Hanford is in the cesium-
strontium capsules, which are very small-diameter capsules. They
may be very appropriately disposed of in a deep borehole, a 5-kilo-
meter-deep borehole in crystalline rock, rather than a repository.

And in our fiscal year 2016 budget, not for nuclear waste, but in
our fiscal year 2016 budget, we want to go forward with a science
approach to looking at deep boreholes.

Ms. HERRERA BEUTLER. Well, and I understand that, if we are
talking about commercial waste. But, again

Secretary MoON1z. No, no, no. That is Hanford waste.

Ms. HERRERA BEUTLER. Well, but what we are most concerned
about, our biggest problem, what we are building this plant to vit-
rify this waste for is to deal with the high-level defense waste. I
mean, that is where

Secretary MONIZ. But—may I? The cesium-strontium capsules
are defense high-level waste.

Ms. HERRERA BEUTLER. So then why—okay. We are going to fol-
low up with you on this because we appreciate——

Secretary MoNi1z. Okay. Great.

Ms. HERRERA BEUTLER. We appreciate your work.

Secretary MoN1z. We would love to. Right.

Ms. HERRERA BEUTLER. I guess my concern is we are missing the
main focus. And, honestly, this has gone on for so long. And I real-
ize there are some actual challenges to what we do. It has not been
done; we are trying to do something that we haven’t had to do. But
it is our responsibility to clean it up. We dropped this on this com-
munity, and to walk away or to spend endless decades saying, “We
will put it here; well, here is a new report, here is a new commis-
sion; let’s put it here, let’s do it here” is unacceptable.

And, with that, I yield back my time.

Secretary MonNi1z. If I may, just one last comment.

Look, we are as eager as you to do this. But right now, for the
tank waste, the first thing is we have to get it into glass. And that
is going to be still a multidecadal issue. So we are working it.

And, anyway, look, we would be happy to get together and dis-
cuss it further.

Mr. SiMPSON. Thank you.
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But, in all fairness, in all consideration, “consent-based” is in the
eye of the beholder. Talk to the local county commissioners around
Yucca Mountain.

Secretary MON1Z. Uh-huh.

Mr. SIMPSON. They support it. That is consent-based. So I think,
yﬁu know, how you want to define “consent-based” is an important
thing.

Secretary MON1Z. We——

Mr. SiMPSON. Secondly, the Blue Ribbon Commission was pre-
cluded from looking at Yucca Mountain for anything. So to say that
we looked all over and all this kind of stuff and we came up with
this plan—and I don’t disagree with what you did. And, in fact, I
support trying to do a pilot program on interim storage. But you
were precluded from looking at Yucca Mountain.

And so, to be fair, let’s admit that Yucca Mountain and the deci-
sion not to proceed with Yucca Mountain after spending I don’t
know how many billion dollars we spent there was a political deci-
sion made by the administration to elect a certain Senator. That
was the decision that was made politically.

Secretary MONI1Z. “Consent-based” means consent all along the
chain.

Mr. SiMPSON. All along the chain.

Secretary MONIZ. And

Mr. SiMPSON. Which chain are we talking about?

Secretary MoONIZ. The chain from community to county to State
to Federal Government. Much easier to stop something than to get
it done. I will note——

Mr. SiMPSON. WIPP wasn’t consent-based. The attorney general
of New Mexico fought it all the way.

Secretary MoONI1z. Well, no, until—it took a long time.

Mr. SiMPSON. Until he lost in court.

Secretary MONIZz. It took a long time, but, eventually, I would say
it was consent-based.

But I will give you an example of what didn’t happen, is the—
in terms of storage, there was the Utah storage facility which even
got a license from the NRC, and it couldn’t get past State objec-
tions.

So, anyway, that is——

Mr. SIMPSON. I know.

Secretary MoNi1z. That is my story, and I am sticking to it.

Mr. SIMPSON. This is a discussion that will continue, and I am
sure it will continue during negotiations on this bill.

Secretary MoN1z. Right.

Mr. SiMPSON. The Secretary has a hard stop at 12 o’clock, as 1
understand it, so I am going to ask Members that have additional
questions to be very quick. Most of them will be submitted. Mine
will be submitted for the record.

Mr. SIMPSON. But let me ask quickly, Mr. Secretary, the Waste
Isolation Pilot Plant has been shut down over a year now, and the
plans for cleaning up transuranic waste at nearly every DOE site
have been impacted.

The President’s budget request proposes $243 million for WIPP,
a cut of $77 million from last year’s level. While some of this is due
to the completion of recovery activities, the request also proposes
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a cut of $33 million in base operation costs and only provides $30
million to pay for what could be more than $300 million in infra-
structure upgrades needed before WIPP can be fully operational.

Nevertheless, you have set ambitious targets of resuming interim
waste emplacement operations by March 2016 and full operations
by 2018.

Do you believe you will meet those target dates that you have set
for reopening WIPP? And do you believe that this budget request
will fully support those targets? And why doesn’t the budget re-
quest include sufficient funds for the infrastructure upgrades? And
what will be the impact of the proposed cut to the base operations
of WIPP?

Secretary MoNiz. Well, I mean, we think the budget is the one
that we need for that program, as you described it, getting back
into 2016 to begin emplacement operations. The issue is that, this
year and going into 2016, we are still going to be in the design
phase of the major ventilation upgrade, which is the long pole in
the tent for the full restart.

2018, we hope we will be there, but we will need to complete
this—to be honest, we still don’t know what the capital cost, for ex-
ample, will be of the ventilation upgrade and the schedule.

So we are aiming—so 2016, we are saying we will meet that.
§018 we think is reasonable but contingent on the results of our

esign.

And part of our project management change is I don’t want to
keep throwing out numbers until I know what the damn project is.

Mr. SIMPSON. Yeah.

When will you finalize your review of the root causes of these in-
cidents that happened there? And how will you ensure that those
causes of these incidents are fully addressed before restarting
waste operation?

Secretary MoONi1zZ. Well, the technical team and the Accident In-
vestigation Board are pretty much, you know, wrapped up. There
was a delay while we put in place the infrastructure to be able to
visually survey the entire panel in which the bad drum came from.
That was done, and so we are getting there.

I think it is pretty clear that the mix of materials, including the
improper use of that organic material, is what led to the
exothermic reaction. We know exactly which barrels have that. It
is not a huge number, but we have to look at those and make sure
that they are okay and then get back into emplacement.

Mr. SiMPsSON. Okay.

Ms. Kaptur.

Ms. KAPTUR. Thank you, Mr. Chairman.

And thank you, Mr. Secretary, for your endurance.

I want to associate myself with the remarks of Mr. Honda, Con-
gressman Honda, on the SunShot solar effort and maybe just place
on the record that when we were at First Solar, the leading solar
manufacturer in our country, in Ohio, it was mentioned that the
largest utility field is now 7 miles by 7 miles.

Secretary MoNi1z. Uh-huh.

Ms. KAPTUR. That is really something to think about.

Secretary MoONIz. That would be a field helped with a DOE loan
guarantee, by the way. It is about 550 megawatts PV.
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Ms. KAPTUR. Oh.

Secretary MoN1z. Oh, yeah, yeah, yeah. This is big.

Ms. KAPTUR. In which State?

Secretary MoN1z. It is in California.

Ms. KAPTUR. In California.

Secretary MON1z. I think it is in California. Yeah. Right.

Ms. KAPTUR. As I mentioned during that particular visit that you
were so kind to arrange, when we began that company many years
ago, with the help of DOE and its photovoltaic research, actually,
way back in the 1980s, long before it was ready for prime time, the
founder of the company said to me—and he is no longer living, Dr.
Harold McMaster—he was waiting for the day when America
would build a solar field 100 miles by 100 miles and backload the
United States.

He was such a visionary. He was one of the greatest scientists
and businessmen I have ever met in my life. And he, Norm
Nitschke, and a lot of the scientists from our region, we are just
so proud of them. They didn’t grow up in a major population cen-
ter. They grew up in Defiance, Ohio, and western Ohio. And they
didn’t have an MIT right there. But they founded this incredible
company.

So I just wanted to put that on the record and urge you forward
in these programs.

I wanted to also associate myself with the remarks of the Con-
gressman who talked about the energy and water nexus in your
testimony. And just to say that whatever the 150-page report rec-
ommends—and I will go back and read it; I haven’t—that the
needs of struggling cities be thought through and how their water,
wastewater, energy needs are thought about, to help them save
money in carrying out their major public responsibilities. So the en-
ergy water-wastewater nexus related to America’s urban commu-
nities, in particular, where the costs have gone up, many of the
systems are aging, and I think the power piece is really important.

So I just wanted to put that on the table.

Secretary MON1Z. Uh-huh.

Ms. KAPTUR. My questions, actually, are: You have created a jobs
council, I am told, at the Department. And I am wondering if you
could take a few minutes to explain what you hope to achieve with
this council. And could we consider targeting investments within
the Department to places that still have not recovered all of the
jobs lost during the Great Recession?

Secretary MonN1z. Well, the Jobs Strategy Council is, again, an-
other council, but we are trying to bring together people to make
sure we are focused on maximizing the job opportunities from the
various things that we are doing.

Part of that is—and I should add, we have hired two excellent
people, brought on board as advisors to me. One is a fellow named
Dave Foster, who came out of a union background but was the
founding executive director of the BlueGreen Alliance.

And so this is a lot of training programs. Well, of course, the
President has emphasized community colleges. We have a lot of—
and are building up a lot of community college programs focused
on specific areas.
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Actually, another—this is a little bit to the side, but another pro-
gram which I think is very interesting is our Minorities in Energy
program. We have the Women in Clean Energy program and Mi-
norities in Energy program to try to broaden our demographic.

And on the Minorities in Energy, an example of how we are tar-
geting areas that are important to DOE and yet are building up
a workforce is we have a cybersecurity program we just estab-
lished, headquartered at Norfolk State University, a historically
black college, which already has a cyber program. And so we have
a consortium of 13 HBCUs, 2 laboratories, and a high school, try-
ing to take care of our cyber workforce in the future.

So it is workforce training and jobs. A lot of the jobs—of course,
things like the QER, by the way, the Quadrennial Energy Review,
when it looks at the needs that we have for rebuilding and building
21st-century infrastructure, that is a huge job driver. And so that
is another discussion I think maybe we can have over the next few
months.

Ms. KAPTUR. I wanted to comment, Mr. Secretary, if I could, that
the weatherization program that the Department funds is one that
I have supported. But just in the way that Coke, Coca-Cola, re-
invented its colors, I think that, as we advance that program,
maybe that jobs council could also include people from the weather-
ization

Secretary MON1z. Yes. It will.

Ms. KAPTUR [continuing]. Effort, because I think we could do so
much more.

Secretary MoONIZ. Yes.

Ms. KAPTUR. As these programs are handled through the
States—depends if the State is really conscious of what these pro-
grams do—they could do so much at the local level, but they are
kind of separated. They are not well-integrated into the new tech-
nologies. They tend to look at it as an insulation program.

Secretary MoN1z. Uh-huh.

Ms. KAPTUR. Yet you have new grid, you have new technologies.
We have the opportunity to train minorities and women in the
building sciences. And I just think that there is a lot more that
could happen there.

So I appreciate your listening to my comments.

I wanted to move to the leveraging the national labs. And I
wanted to ask you, can you see a way that some of the assets of
the labs could provide benefits to areas of the country where their
expertise is sorely needed and where the national labs have no
presence, especially—and, again, in the manufacturing heartland,
where, other than Argonne—and, by the way, they have linked to
cities in a way that I think is really important. They don’t have a
lot of resources, but they are thinking about how to retool some of
these areas.

How do we leverage the labs to provide benefit to those areas of
the country where they don’t exist?

Secretary MonNi1Z. Right. So I think one of the things, then—and
you have made that point strongly. And I think we need to think
about ways of—I think what the labs are and what they do we
probably haven’t made as widely available as we could.
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So if I take our trip last Friday to Ohio, for example, you men-
tioned this issue of algal blooms in the water, for example, well,
that is a case where our Berkeley Laboratory I know has some ca-
pability.

Another area is the discussion of revitalization of the downtown
Toledo area. Well, that is a case where we are looking at an inte-
grated way, including with energy needs. We have, certainly, talent
in our labs.

I will give you another example, last example. We put in very
modest matching funds, in this case with the State of New Jersey,
to design a micro-grid that was particularly important for resil-
ience. And they then used that design to go out and get a huge
grant, an award from someone else, from Department of Transpor-
tation, in fact.

So those are the kinds of things where one could do modest seed
funding of design projects that would then have a community or a
town or a county or a region available to compete for bigger funds.

Ms. KAPTUR. And, Mr. Secretary, you mentioned——

Secretary MONIZ. I should have added: And one of our labs did
that design, together with New Jersey—Sandia, in that case.

Ms. KAPTUR. Well, I appreciate your thinking about this. You
have many responsibilities, and making your department even
more relevant to what happens across our country.

I wanted to just say a word about algae, if I could. I showed you
the photo of what it looked like in Lake Erie last summer, and we
face this challenge again.

Do you have ongoing work—you talk about algae-based feed-
stocks on page 7 of your testimony. Do you do work in the Great
Lakes? Do you know whether all this algae floating around in these
harbors and in these lakes, whether there could be a concerted ef-
fort by the Department to partner with those places that are really
facing a daunting challenge?

Secretary MONIZ. So I don’t believe we have anything at the mo-
ment, but, as I said, I know Berkeley Lab has some capabilities to
perhaps understand the origin of the problem. Again, it is not to
solve the problem, but probably to understand the origin of the
problem.

Ms. KAPTUR. I will just take 10 seconds, and I know others want
to ask questions. But I have a chip that was given to me by Dr.
Gary Andersen out at the Berkeley Lab. Now I won’t be able to
find it, of course.

But, in any case, it is able to identify 1.7 million strains of DNA
that are in water. And we really need this application in our re-
gion.

What we don’t have—I asked him this question: Do you have
something like this that would help us identify nitrogen and phos-
phorus, both dissolved and undissolved? And he said, “No, but we
could.”

Secretary MoON1z. Uh-huh.

Ms. KAPTUR. I am forced to say this because we were the commu-
nity without water for over half a million people for 3 days. So we
have to figure this out.
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And I just mention that as being something that the Berkeley—
they have been marvelous in trying to help, but some of the science
is not in a usable form yet for us to be able to apply.

So I thank you very much, Mr. Secretary. And I will have other
questions for the record.

Mr. SiMPSON. Thank you.

We have about 5 minutes left before the Secretary has to be
gone.

Ms. Roybal-Allard.

Ms. ROYBAL-ALLARD. Thank you, Mr. Chairman.

Earlier, you mentioned the Weatherization Assistance Program,
and I understand Mr. Honda did the same. And, as you know, this
is a very important program that helps a family, you know, to re-
duce their costs so that they have money for other important
things, like medicine and food.

Obviously, there are still going to be a lot of unmet needs in spite
of the increase. And if you don’t have the information but if you
could submit it for the record, I would be interested in knowing
what the geographical distribution of the Weatherization Assist-
ance Program grant award is.

Secretary MoNiz. Okay. We will get back to you about that.

Ms. ROYBAL-ALLARD. Okay. Thank you.

That was the only thing I wanted to—I yield back.

Mr. SIMPSON. Mr. Fortenberry.

Mr. FORTENBERRY. Thanks, Mr. Chairman.

Mr. Secretary, briefly, you had mentioned earlier in your testi-
mony two cellulosic facilities are coming along or coming on line.

Secretary MONIZ. Are on line.

Mr. FORTENBERRY. And where are those?

Secretary MoNIZ. One is Iowa, and one is in Kansas.

Mr. FORTENBERRY. And just describe the process there and what
the future of that looks like.

Secretary MoONIz. Well, basically, it is an enzyme-based process
to break down the cellulose. That is fundamentally what it is. The
secret sauce is the enzyme.

Mr. FORTENBERRY. Right. Those two plants look commercially
viable, though?

Secretary MoN1z. Well, they are operating. The current projec-
tion that our program has with current technology, not with
evolved technology, the current technology, is that, at scale, we are
at about $3.20 a gallon.

Mr. FORTENBERRY. Okay.

Secretary MONIZ. So that has to come down another dollar, let’s
say, at least, still.

Mr. FORTENBERRY. Yeah. Okay. That is helpful to know.

Secretary MoONI1Z. Yeah.

Mr. FORTENBERRY. Could you go into where we are in terms of
battery technology?

We had an energy expert come before another meeting and sug-
gested that, within about 2 years, battery technology would be such
that a homeowner, for instance, who went with a complete package
of distributed generation of energy, perhaps solar—a combination
of solar, wind, maybe even geothermal, could basically go off of grid
with the battery technology that is around the corner. Is that true?
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Secretary MONIZ. I am not sure I would say “yes” or “no” to that
question directly, but certainly the cost of the batteries are coming
way, way down. I say not “yes” or “no” because I think, in the end,
the model is still going to be a lot of grid-connected even with dis-
tributed generation.

But that is a big issue. And, of course, it is a huge issue in terms
of the future of the utility business model and public policy, as
well.

Mr. FORTENBERRY. It really is.

Secretary MON1z. Yeah.

Mr. FORTENBERRY. It is begging to much larger questions
about——

Secretary MoN1z. Correct.

Mr. FORTENBERRY [continuing]. How this whole market moves
forward.

Secretary MONIZ. Yep.

Mr. FORTENBERRY. And I think it is, frankly, exciting.

You mentioned also micro hydro systems. I don’t represent the
community anymore, but South Sioux City has a—they are in a
reach of the Missouri River, where there is a significant drop over
the course of that particular reach.

Secretary MONIZ. Yes.

Mr. FORTENBERRY. And they were trying to harness that. Very
innovative community trying to do this.

Is that what you are talking about?

Secretary MONIz. Interesting. Yeah, yeah, those are the kinds of
projects, yeah. That, and there also could be—yes, and also things
like, currently, unpowered small dams have some potential, as
well.

Mr. FORTENBERRY. What does that mean, “unpowered small
dams™?

Secretary MONI1Z. They are small dams and rivers, but they don’t
have anything to convert

Mr. FORTENBERRY. So they are just not——

Secretary MONIZ [continuing]. Energy. That is right. Right.

Mr. FORTENBERRY. Okay.

Thank you, Mr. Chairman.

Mr. SiMPSON. Thank you.

Mr. Honda.

Mr. HONDA. Thank you, Mr. Chair and Mr. Secretary.

Very quickly, a lot of focus on energy efficiency goes towards
large-power-consumption devices, such as the appliances and mo-
tors. But the proliferation of consumer electronic devices, these
kinds of things, means that their energy consumption is adding to
a very significant level, not only in this country but globally.

So is the Department doing anything to address this ever-grow-
ing concern relative to small devices?

Secretary MoN1z. Well, in general, things like standby power, in
some appliances at least, we do look at, yes, and set standards.

Mr. HoNDA. Is there any thought moving this entire arena to-
wards the same kind of program that we have, say, like Energy
Star, where we can incentivize the companies to move towards that
arena? Because we could save a lot of barrels of petroleum.




71

Secretary MONIZ. In terms of the Energy Star approach, I hadn’t
really thought about that, but I will look into it.

But the other issue, actually, is setting standards. For example,
I mean, when I became Secretary, within 2 weeks or something, we
had the standard for standby microwave power

Mr. HONDA. Sure.

Secretary MONIZ [continuing]. Things of this type. And they all
sound small, but then when you add them up, it is quite large.

Mr. HONDA. That would be my point.

Secretary MoONIZ. Yeah.

Mr. HONDA. And I guess, if I can send you information on——

Secretary MoONIZ. Please.

Mr. HONDA [continuing]. The stuff that we have been working on
for about 4 or 5 years now

Secretary MonNi1z. Okay.

Mr. HONDA [continuing]. And get your attention, that would be
really great.

Secretary MoNi1z. That would be great.

Mr. HoNDA. Thank you, Mr. Chair.

Mr. SiMPSON. Thank you.

Secretary MoNi1z. EIA just did a—we should also send you—EIA
just did a recent study on this issue of vampire power.

Mr. HONDA. Thank you.

Mr. SiMPSON. Thank you, Mr. Secretary, for being here today.

And let me personally say I really appreciate both you and your
staff and your Under Secretary’s willingness to work with members
of the committee and actually come out to our districts and visit
us. I know you were out in Idaho last August, and we invite you
to come back and catch a few fish.

Secretary MoNiz. I still have my key to Idaho City.

Mr. SiMPSON. That is right. And as I said when you were out
there, at least when you catch Idaho fish, those fish fight back, so
it is kind of easier than some others—or harder than some others.

But I appreciate you and your willingness to work with our staff
and get us the information we need. And we look forward to work-
ing with you as we try to put together this budget, not knowing yet
what our allocation is going to be.

Secretary MONIZ. And we, also.

Mr. SIMPSON. Appreciate it. Thank you.

Secretary MoNi1z. Thank you. Thank you all.

Mr. SIMPSON. The hearing is adjourned.
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DOE MANAGEMENT
MANAGEMENT REFORMS FOR LARGE PROJECTS

Subcommittee. Mr. Secretary, tast week the Government Accountability
Office (GAO) released its High Risk List for 2015. The GAO reported that
while the Department had generated a report claiming completion of all
corrective actions to address its issues in project management, the
Department is still struggling to stay within cost and schedule estimates for
most of their major projects. GAO also reported that progress had not been
made over the last year compared to what they had observed for the
management of smaller projects in previous years.

Since the actions to date have not actually put the major projects on a path to
success, will you be formalizing a new corrective plan targeted specifically
to address those challenges on the major projects?

Secretary Moniz. [ have been instituting changes to improve the
Department’s performance on major projects across the DOE enterprise on
several tracks. One of the first actions | took was to reorganize the
Department at the Under Secretary level to create an Under Secretary for
Management and Performance focused specifically on improving project
management and performance and bringing the Office of Environmental
Management, the Office of Legacy Management and the Office of
Management under the purview of this new Under Secretary. In addition, in
August 2013 | established a Contract and Project Management Working
Group and its findings were issued in the December 2014 report titled
“Improving Project Management,” which led to the implementation of
several additional efforts to improve project management. These included
strengthening the Energy Systems Acquisition Advisory Board (ESAAB),
establishing a Project Management Risk Committee comprised of the most
senior project management officials from each Under Secretary’s office to
advise the ESAAB, and improving the lines of responsibility and the peer
review process.

Subcommittee. How will the project and contract management reforms
you are taking address the root causes of the Department’s management
problems?
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Secretary Moniz. As a Department, we are strengthening the Energy
Systems Acquisition Advisory Board or “ESAAB.” This board is comprised
of the Department’s most senior leaders and chaired by the Deputy
Secretary. The ESAAB was originally charged with overseeing all projects
larger than $750 million and making recommendations to the Deputy
Secretary. However, as the number of large projects has decreased over the
years, the frequency of ESAAB meetings has correspondingly decreased.

The ESAAB will now be supported by a new Project Management Risk
Committee consisting of the Department’s top project management experts.
These project management experts are the same people who spent a year
developing key project management recommendations and writing the
“Improving Project Management” report.

The Project Management Risk Committee will provide risk assessment and
advice to me and the Department’s senior feadership. It will also review and
analyze projects before all critical decisions and baseline change proposals
and provide in-house consulting to projects across the entire Department.
The committee will meet twice a month at a minimum and focus on projects
with a budget of $100 million or more.

Also, going forward, the Department is improving accountability by
ensuring that for each project the appropriate Under Secretary will now
designate a clear owner who has budgetary and programmatic responsibility.
There must also be a clear line of responsibility that extends from the Under
Secretary to the project owner to the Federal Project Director.

Subcommittee. Can you discuss the actions that the Department has taken
over the past year with respect to each of the Department’s major
construction projects to get those projects back on track? That includes the
Waste Treatment Plant, Uranium Processing Facility, MOX project, Salt
Waste Processing Facility, and the Chemistry and Metallurgy Replacement
(CMRR) project at Los Alamos?

Secretary Moniz. DOE manages some of the largest, most complex, and
technically challenging projects in the public or private sector and these
projects bring unique management challenges with which the Department
has been struggling. Although project management reforms over the past
several years have begun to bear fruit, many large projects are over budget



75

and behind schedule, which is why I have made improving project
management one of my highest priorities.

We have had some major project successes across the Department. For
example, for years we had been planning a multi-billion dollar construction
project to replace the nation’s uranium manufacturing capabilities, but we
had started to see signs of cost overruns, schedule delays, and design issues.
To address these issues, the Department asked Oak Ridge National
Laboratory to lead a peer review of the project.

The results of this review compelled the Department to make two major
changes: establishing a Uranium Program Manager to create an overarching
uranium manufacturing strategy, and focusing this strategy on a smaller,
modular approach instead of one large facility to replace the old facilities.
The new strategy will minimize the need for newly constructed space —
saving money in the long run — and allow us to begin reducing the hazards in
the old facility even before finishing construction of the Uranium Processing
Facility.

CMRR’s design approach was revised and clear program/project owners
were identified for this major system acquisition project. By following our
processes, the CMRR Project Team achieved a revised Critical Decision 1
approval from the Deputy Secretary in 90 days. That will save the taxpayers
approximately $3 billion thus reducing the total estimated costs for the
remainder of the project to $1.5 — 2.0 billion. In addition, the CMRR
Project, just received approval from the Deputy Secretary to proceed with
long-lead procurements and decontamination and decommissioning work,
allowing the Department to move forward to meet its commitments to cease
programmatic operations in the CMR facility.

Additional efforts are now under way to address the challenges confronting
several of the other large, one-of-a-kind projects. For the Waste Treatment
and Immobilization Plant project, we have submitted a proposal to the court
to amend the Consent Decree. DOE’s proposal involves, among other
things, the installation of new infrastructure that will alow DOE to begin
vitritfying low activity waste by the end of 2022, while efforts continue to
resolve technical issues at the Pretreatment Facility. The improvements to
the project management system, including the new project risk committee,
will bring a renewed focus on delivering this new infrastructure on schedule.
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For MOX, plutonium disposition activities will be sustained while the
Department conducts the congressionally mandated independent validation
of options for disposing of 34 metric tons of weapon-grade plutonium.
However, the current MOX approach is significantly more expensive than
anticipated, even when considering potential contract restructuring and other
improvements that have been made to the MOX project. The Department
has requested that Aerospace Corporation, a Federally-Funded Research and
Development Center (FFRDC), independently assess and validate the
Department’s analysis of plutonium disposition options that was issued in
April 2014. This independent analysis will be submitted to Congress.
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LABORATORY DIRECTED RESEARCH AND DEVELOPMENT
DIRECTED REFORMS

Subcommittee. Mr. Secretary, last year the Committee directed the
Department to reform its accounting practices for its Laboratory Directed
Research and Development program after it became clear that there was no
transparency as to how much individual activities funded by Congress were
being taxed to pay for the program. After some detailed investigation, we
found that as much as ten percent of the funds provided for some activities
were being redirected to LDRD, far in excess of the 6% statutory maximum.
For a $10 billion program like the B61 life extension program, that would
mean $1 billion would need to be appropriated just to pay the LDRD
program contribution.

Will the Department meet its deadline to enact this accounting change for
the LDRD program by October 1, 20157

Secretary Moniz. The Department’s laboratories are currently
working to implement any changes needed to ensure compliance with
Section 311 of the Consolidated and Further Continuing Appropriations Act,
2015 by October 1, 2015. The Department is drafting revisions to its
internal Directive on LDRD to incorporate these new requirements by the
October 1, 2015 deadline.

Subcommittee. Do you have any concerns about taking a more
consistent and transparent approach as directed by the Committee?

Secretary Moniz. The Department continues to support a consistent and
transparent approach to Laboratory Directed Research and Development
(LDRD). The laboratories are currently working to implement the changes
needed to ensure compliance with Section 311 of the Consolidated and
Further Continuing Appropriations Act of 20135.
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PUBLIC DISSEMINATION OF DOE RESEARCH

Subcommittee. Mr. Secretary, your Department supports the largest
portfolio of basic science research in the country. This research is critical in
maintaining this nation’s scientific innovation and leadership. One of the
pillars of federally funded research is that the research results should be
shared publicly, when appropriate. A recent Inspector General report found
that nearly a quarter of the research funded by the Department through
financial assistance awards was not shared publicly.

How does the Department maintain oversight to ensure this research is
shared properly?

Secretary Moniz. The public dissemination of research results is an
issue that the Department takes very seriously. The 1G report from 2014 that
you mention made a number of helpful recommendations regarding the
timely collection and release of close-out, technical reports. The
Department has accepted these recommendations and implemented the
necessary changes, which focus primarily on improved tracking and
communication between our funding recipients, program managers, and
DOE’s Office of Scientific and Technical Information (OSTI), which has
primary responsibility for collection and dissemination of research results.

In addition to these improvements, the Department has been proactive in its
approach to public access to peer-reviewed publications and data resulting
trom tederally funded research. DOE was the first agency to publish its
Public Access Plan in response to guidance from the White House Office of
Science and Technology Policy. To ensure public access to full-text
versions of peer-reviewed publications, researchers are now required to
submit the accepted manuscripts for all journal articles resulting from DOE
funding to OSTL. In addition to the many public data repositories supported
through DOE research funding, the Department has recently piloted the
requirement that proposals for research funding include a Data Management
Plan as a way to encourage community-driven data sharing and preservation
practices, and ensure access to data associated with peer reviewed
publications. In line with the recently issued Open Data Policy, the
Department has published a machine-readable Public Data Listing of all
publically available datasets maintained by the Department.
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Subcommittee. This has been a recurring problem with grant recipients
that the IG has identified. Can you assure us that you will work towards
remedying this problem?
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OFFICE OF TECHNOLOGY TRANSITIONS

Subcommittee. I followed the recent announcement of the Office of
Technology Transitions with interest. The Subcommittee has encouraged
your Department to emphasize and support technology transfer and this
concept is integral to commercializing the Department’s numerous research
activities.

How will this office work within the Department and prioritize areas where
technology transfer can occur?

Secretary Moniz. The Office of Technology Transitions (OTT) will
serve as a DOE-wide functional unit that coordinates the commercial
development of DOE’s research outputs, with a mission of expanding the
short, medium and long-term commercial impact of DOE’s portfolio of
RDD&D activities. To accomplish this, OTT will execute technology
transfer leadership and coordination responsibilities assigned to the
Technology Transtfer Coordinator in the Energy Policy Act of 2005 (EPAct
2005), as well as coordinate DOE-wide activities to transition technologies
through the innovation cycle, to derive the maximum impact for DOE’s
investments.

DOE maintains a portfolio of RDD&D activities across the innovation cycle,
spanning early stage discovery-research through to commercial-scale
demonstrations. The word ‘transitions’ specifically recognizes the multiple,
interlinked connections among these different stages of the innovation cycle
that are needed to reach commercial impact. For example, the Office of
Science might support basic research at a national laboratory resulting in an
energy-related technology at TRL 1-2. If this technology is tracked and
identified as promising by an applied program office, it could be effectively
transitioned into applied research, potentially at another lab or university.
From there, if it is still identified as promising, it could be further
transitioned into a technology maturation program (e.g. the Technology
Commercialization Fund) and other programs aimed at commercializing and
scaling-up DOE-sponsored technologies.

OTT will work closely with DOE’s senior leadership, program offices,
national laboratories, and other stakeholders, including industry, to plan,
prioritize and execute these functions. To ensure that OTT is strongly
aligned with the Secretary and senior leadership, the OTT Director serves in
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a dual capacity as the Technology Transfer Coordinator performing statutory
responsibilities described in EPACT2005 and as the Secretary’s primary
advisor on all matters relating to technology transter and commercialization
activities. OTT will report to the Office of the Under Secretary for Science
and Energy, providing central visibility across the Science and Applied
Programs. OTT will also engage internally with the National Nuclear
Security Administration, Environmental Management, Loan Program Office
and Advanced Research Projects Agency — Energy (ARPA-E) on technology
transfer and commercialization activities. OTT will regularly interact with
and utilize the national laboratory-wide DOE Technology Transfer Working
Group in the advisory role for which it was created under EPAct 2005.

Subcommittee. What are the biggest challenges the Department faces
when trying to transition its technology into the commercial sphere and how
will this new office address them?

Secretary Moniz. DOE faces a wide variety of challenges in
transitioning DOE-sponsored technology and knowledge into the
commercial sphere, ranging from information gaps to high market barriers
that impede the scale-up and deployment of advanced energy-related
technologies. In terms of the national laboratories, DOE has cotlected input
from a wide variety of stakeholders on the barriers and opportunities for
transitioning DOE-sponsored technologies and knowledge into the
commercial sphere. Through this process, DOE has identified several areas
where additional improvements could be made:

. Increasing the relevance of laboratory capabilities to industry

. Raising industry awareness of laboratory capabilities

. Developing strong, trusting relationships between laboratories and
industry

. Ease and affordability of industry access to laboratory capabilities
. Laboratory policies and culture related to commercial impact

With the OTT, the Department is committed to helping technologies
transition to the market, based on closer collaboration with industry and
recognizing the multiple, complex linkages among different stages of
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research and demonstration that are needed to reach commercial impact. To
address these and other challenges, OTT will develop and implement DOE’s
strategic vision and goals for technology commercialization and engagement
with industry.

Subcommittee. Are there additional organizational or funding changes
that should be made?

Secretary Moniz. Maintaining a central coordinating office for
technology transitions at DOE will be necessary to meet Congressional and
stakeholder expectations for improved technology transfer and
commercialization performance. OTT is currently developing a strategic
vision and execution plan for the Department’s technology transition
activities, and OTT will work closely with the program offices, universities,
the private sector and national laboratories to carry out the authorized
mission of the Energy Technology Commercialization Fund.
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WHISTLEBLOWER PROTECTIONS

Subcommittee. Mr. Secretary, the Subcommittee has been following
events at Hanford involving nuclear safety culture and we are aware of the
emphasis that DOE management has placed on making improvements. We
are aware that you initiated an investigation in response to allegations of
whistleblower retaliation at Hanford, but that the IG was unable to reach a
conclusion because the contractors involved refused to make documents and
emails generated by the DOE contract available.

Do you agree that DOE contractors are exempt from investigation based on
the argument that a contractor may have a future legal dispute or because a
contractor thinks the 1G is not looking at relevant information? Do you
intend to enforce the clause in DOE contracts that requires contractors to
produce these documents?

Secretary Moniz. DOE does not agree that contractors are exempt
from investigations conducted by the Inspector General. In the particular
case you referenced, DOE’s Chief of Staff requested the IG to conduct a
review of the circumstances surrounding the termination of Ms. Donna
Busche by URS Energy and Construction, Inc. In the course of the IG’s
investigation, attorneys representing Bechtel and URS asserted attorney-
client or attorney work product privilege over certain specific documents
and thus withheld their production to the IG.

The Department took many steps to facilitate and support the IG’s review.
The IG report specifically acknowledges that senior officials at the
Department encouraged the contractors to cooperate fully with the
investigation.

Rather, the original purpose of the contract clause in question was not to
require contractors to make available information that is subject to attorney-
client privilege when a contractor is engaged in ongoing litigation
concerning the same subject matter. The Department updated the
Acquisition Regulation in 1997 to address concerns about the Freedom of
Information Act (FOIA). The Department distinguished between
government-owned and contractor-owned records and determined that
“contractor-owned records in the possession of the contractor are not subject
to FOIA, even though they are accessible to the Department.” 62 Fed. Reg.
34855. Notably, the clause permits “inspection, copying, and audit by the
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Government or its designees at all reasonable times (emphasis supplied).” It
is unclear if requiring production of privileged materials when a contractor is
engaged in ongoing litigation concerning the same subject matter is properly
deemed a “reasonable time”. The Department is unaware of any instance in
which the clause you reference has been used to override the attorney-client
privilege in the context of ongoing litigation, as is the case here.

Subcommittee. Has the Department taken any action to ensure the
ability of the Inspector General to perform his duties as a result of these
events? Or is there another way to hold contractors accountable and ensure
cooperation, perhaps by strengthening contract enforcement mechanisms?

Secretary Moniz. The Department encouraged the contractors to
cooperate with the IG’s investigation, as noted in the IG report. While DOE
does not have privity of contract with URS under the Waste Treatment and
Immobilization Plant contract, the prime contractor was encouraged to
ensure that all direction given to the contractor was to be flowed down to
URS through the subcontract with URS, and that the prime contractor was to
ensure that URS complied with the direction in accordance with its
subcontract. The Department agrees that it is important to hold contractors
accountable, and the Department intends to review the appropriate section of
DOE’s acquisition regulations.

Subcommittee. Is it true that the Department has reimbursed over a
million dollars in contractor legal expenses related to this particular
whistleblower case — in other words, that DOE has paid the costs of those
lawyers to argue they have a basis to exempt themselves from an IG
investigation?

Secretary Moniz. No. Under Departmental regulations, DOE may
find that legal costs incurred by contractors related to whistleblower
allegations are not allowable if, after the legal proceedings conclude, the
whistleblower’s allegations are substantiated. In cases where the
whistleblower’s allegations are unsubstantiated, the Department may find
the contractor is entitled to receive final payment for the incurred costs.

Where the whistleblower’s claims are unsubstantiated and the contractor’s
associated legal costs may be allowable, the Contracting Officer determines
allowability after consulting with legal counsel to consider the terms of the
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contract, relevant cost regulations, and the relevant facts and circumstances,
including federal law and policy prohibiting reprisal against whistleblowers.

At this time, there has been no final resolution of the merits of this particular
individual’s pending claims against the contractor (and/or subcentractor).
Thus, a final determination on the allowability of the contractor’s legal
defense costs is premature. DOE has directed the contractor to segregate the
legal costs associated with the defense of the wrongful
termination/whistleblower reprisal lawsuit, as well as legal costs associated
with the related IG investigation; such legal costs have been segregated by
both Bechtel and URS. DOE has not reimbursed any contractor legal costs
associated with the IG investigation.
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WESTERN AREA POWER ADMINISTRATION OVERHEAD COSTS

Subcommittee. Some Western Area Power Administration customers
have raised concerns about large increases in overhead costs since the
implementation of offsetting collections, sometimes called “net zero”. The
fiscal year 2016 budget request shows an increase above last year of $8.5
million for Program Direction activities, including an increase of $3.4
million in what the power customers will pay in annual expenses.

Mr. Secretary, can you please describe the factors that are driving Western’s
Program Direction costs higher?

Recognizing that the four power marketing administrations have long
operated as distinct entities within the Department of Energy — a structure
strongly supported by Congress — can you please discuss what role, if any,
the Department plays in developing or reviewing the PMAs’ budget
requests, including overhead costs?

Secretary Moniz. Western Area Power Administration's (WAPA) FY
2016 President's Budget Request for Program Direction activities within its
Construction, Rehabilitation, Operation and Maintenance account {CROM)
represents an $8.5 million increase (or 3.7 percent) over the FY 2015 level.
This increase is comprised of the following: $2.6 million for salaries and
benefits; $4.7 million in support services (which includes replacement of
WAPA’s core financial system in order to maintain critical financial
functionality as well as increased monitoring and management efforts to
ensure compliance with the Federal Energy Regulatory Commission’s new
Critical Infrastructure Protection Reliability Standards requirements); and
$1.2 million for engineering services for transmission line rebuilds as well as
support for WAPA’s Integrated Vegetation Management Program.

The Department works in concert with the Power Marketing Administrations
to develop program budgets. An annual detailed review and briefing is
conducted at which time variances, program drivers, and cost containment
efforts are discussed.
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DOE CROSS-CUTTING INITIATIVES

Subcommittee. Mr. Secretary, in last year’s budget request you
identified several cross-cutting initiatives in an effort to increase
coordination across the Department on high-priority activities. This year’s
request takes the same approach but adds one new cross-cut while taking out
another. This new cross-cut, the Energy-Water Nexus, brings attention to the
relationship that water has in energy production.

Can you walk us through how the Energy-Water Nexus focus will improve
energy and water resiliency in the United States and the process you used to
identify this as a cross-cut?

Secretary Moniz. Several current trends are increasing the urgency to
address the energy-water nexus in an integrated way. First, precipitation and
temperature patterns across the United States are undergoing rapid change
with increasing frequency and intensity of extreme events. Second, U.S.
population growth and regional migration trends indicate that the population
in arid areas such as the Southwest is likely to continue to increase, further
impacting the management of both energy and water systems. Third,
introduction of new technologies in the energy and water domains could
shift water and energy demands. Moreover, policy developments addressing
water impacts of energy production are introducing additional complexities
for decision making.

Taking into account the strong interest in the topic expressed by members of
Congress and other stakeholders, both domestic and international, the DOE
proposes to pursue a crosscutting suite of activities addressing the energy-
water nexus.

DOE’s program offices have done work addressing the energy-water nexus
for many years; however, this work has historically been organized on a
program-by-program basis, where water has been considered among a
number of other factors. In June 2014, the Department released a report on
the nexus, The Water-Energy Nexus: Challenges and Opportunities, which
established a framework and identified opportunities for the DOE to
leverage its capabilities for the Nation’s benefit in better characterizing
coupled energy-water systems and improving their resiliency. This
framework is the foundation for the FY 2016 proposal for coordinated
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investments to advance data, modeling and analysis; technology
development; and policy analysis and stakeholder engagement.

This crosscut emphasizes a data, modeling, and analysis platform to further
improve understanding and inform decision-making for a broad range of
users. This platform will enable DOE and other decision-makers to
understand the interplay among energy, water, and other systems at various
scales. Moving forward, the platform will help DOE to target future
technology R&D and technology assistance efforts to the greatest challenges
and opportunities in improving resiliency of coupled energy-water systems.

Based on analysis completed thus far, the crosscut also strategically targets
two areas of technology R&D:

*Treatment, Management, and Beneficial Use of Non-Traditional Waters in
Energy Systems will advance treatment technologies for producing potable
water through carbon capture and storage and develop technologies and
management practices for hydraulic fracturing to reduce the volume of
freshwater demand, produce less water that requires disposal, and recycle
flowback water as alternatives to the use of 100 percent freshwater for oil
and gas extraction.

*Sustainable Low Energy Water Utilities will pursue processes,
technologies, and systems that increase energy efficiency and energy
recovery for water and wastewater treatment. This will include both
enhanced technical assistance and R&D in areas such as more energy
efficient pre-treatment for anaerobic digestion processes, gasification, and
pyrolysis; reductions in the energy intensity ot denitrification, and more
energy efficient biosolid to energy conversion processes.

Finally, the crosscut proposal funds policy analysis, outreach, and
stakeholder engagement to better target and leverage DOE investments to
unique regional, state, and local contexts.

Subcommittee. The cross-cut that was eliminated from this year’s
budget request dealt with improving communication with states and local
communities. It seems that the role of cross-cuts is to highlight specific
priorities of the budget request. The message here is that better
communication with states and local communities is not as important as the
other cross-cutting activities. Is that the case?
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If not, why was it removed?

Can you describe the activities the Department is currently undertaking to
improve its communication with states and local communities?

Secretary Moniz. While improving communication with states and
local communities was a concerted effort in FY 2015, it is fundamentally
different from the structured crosscut framework proposed in the FY 2016
Budget. The Department is committed to maintaining an active dialogue
with states and local communities to ensure that their views are considered
as part of the Department's decision-making processes and providing access
to information about Departmental programs and activities. Over the past
year, the Department focused on increased integration and coordination of
state and local outreach through the Office of Congressional and
Intergovernmental Affairs {(CI). Through the overarching mission of CI the
Department has institutionalized several internal changes to increase and
improve communication with states and local communities. These activities
remain a high priority for the Department and have been extremely well
received by external stakeholders. This includes establishment of a
Departmental Intergovernmental Working group of senior representatives
from all Departmental program offices that serves as a forum for decision-
makers to quickly identify and address problems, leverage opportunities to
better work with state and local leaders, and share best practices.

Through the Office of Congressional and Intergovernmental Affairs, the
Department conducts targeted outreach to state and local leaders about the
latest developments in Department news, events, technical assistance,
funding opportunities, and other policy priorities. Additionally, the
Department recently improved access to relevant DOE resources such as
technical assistance and funding opportunities via centralized locations.
This includes creation of a Technical Assistance Web Portal that manages
incoming inquiries to ensure rapid response thorough follow-up.
http://energy.gov/ta/state-local-and-tribal-technical-assistance-gateway.
Responsive to feedback from state and local constituencies about the
difficulty of identitying access to funding opportunities and financing
mechanisms, the Department established a Finance Solutions Center web
portal which provides a menu of available financing mechanisms for
deploying energy and energy efficiency projects, and resources to seek and
share best practices among states and regions. http://energy.gov/public-
services/funding-financing. Finally, strategic efforts have been implemented
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to engage with a wider set of intergovernmental organizations including but
not limited to the National Governors Association, U.S. Conference of
Mayors, and the National League of Cities.
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UPCOMING LLAB COMMISSION REPORT

Subcommittee. Mr. Secretary, one of the major themes the National
Laboratory Commission identifies in its interim report on the effectiveness
of the National Laboratory system is a broken trust in the relationship
between DOE and the National Laboratories. The interim report notes that
the strain in the relationship stems from a high level of risk aversion and
uneven levels of risk management between DOE headquarters and field
offices.

What actions do you expect the Commission will propose to repair this
broken trust and create an ideal relationship between the national labs and
DOE? How will the Department address this problem in the meantime?

Secretary Moniz. While I prefer not to speculate what conclusions the
Lab Commission will arrive at in its final report, I look forward to its
recommendations. I can share with you what the Department has been
working on during my tenure to strengthen and enhance the partnership
between the Department and the laboratories.

Improving the Department’s relationship with the national laboratories
through strategic engagement and transparency has been one of my top
priorities since I took office. To that end, I reorganized the Department in
FY2013 to better integrate key offices and programs, bringing an
“enterprise” approach to program management, policy development, support
functions and administrative operations, and established several boards and
councils of advisors that provide enterprise-wide advice and analysis to
address key policy and management challenges and to better integrate the
important contributions of the |7 National Laboratories within the DOE
enterprise.

I believe that any new actions to change the strategic direction of the
National Laboratories should have the full participation and support of the
top leadership at the Department and reflect the engagement of the National
Laboratory community. To this end, we have established a regular strategic
dialog with the labs through several new leadership councils involving lab
directors, Chief Operating Officers (COOs), and other key managers. [ also
meet with the full National Lab Directors’ Council (NLDC) - all 17 lab
directors — twice a year to discuss a broad range of issues identified by the
labs. By engaging a system of new and existing Departmental councils and
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boards we are making progress in coordinating issues that cut across
Departmental organizational lines. These councils provide an additional
means for the Department to strategically engage with the National
[aboratory directors and/or laboratory senior leaders, including in the
following ways:

«National Laboratory Directors’ Council (NLDC), which provides one
mechanism for the laboratory directors to better coordinate key issues across
the whole DOE laboratory complex. It is the mission of the NLDC to
collaborate with DOE on strategic issues and concerns of broad interest and
provide a forum for discussing matters that impact effective and efficient
mission execution,

+National Laboratory Policy Council, which brings the labs into strategic
level discussions of the Department policy and program planning process
and offers a forum for the Department to provide strategic guidance on
National Laboratory activities in support of Departmental missions.

*National Laboratory Operations Board which works to improve
management and performance in order to more effectively and efficiently
execute the missions of the Department and the National Laboratories.

We are developing and implementing new management strategies at the
program level to enhance the relationship and engage in strategic and
operational discussions with the labs at a senior level. For instance, the
Oftice of the Under Secretary for Science and Energy is working across its
programs to implement best practices and new approaches to strategic
program alignment, strategic engagement of the national laboratories, and
performance management. Based primarily on the laboratory evaluation
process developed by the Office of Science, the Department is working
together to review best practices for performance management of the
National Laboratories.

Other efforts underway throughout the Department designed to improve
alignment among DOE programs and strategic engagement with the national
laboratories include:

*Tech Teams charged with integrating certain activities of the Department
around high-priority, high-impact research areas.
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«An annual “Big Ideas Summit” designed to identify new research
initiatives, organized by the Office of the Under Secretary for Science and
Energy. The annual summit serves to bring together subject matter experts
from DOE’s science and energy offices as well as Energy Policy and
Systems Analysis (EPSA), the National Nuclear Security Administration
(NNSA), and all 17 National Laboratories to collaboratively explore and
propose innovative ideas to advance solutions to key energy issues.

sFormation of a joint DOE—National Laboratory Consortium (the Grid
Modernization Laboratory Consortium) to help organize the Department’s
efforts in Grid Modernization.

*Creation of the NNSA Council where the NNSA Administrator and other
senior NNSA Federal Leadership meet quarterly with laboratory directors
and plant managers to discuss strategic direction and resolve issues.

These examples are by no means exhaustive, but provide a sample of
relevant activities underway.

In addition to the Lab Commission study, | have asked the Secretary of
Energy Advisory Board to make recommendations on important issues
related to improving the management of the labs.

Subcommittee. The interim report cites a lack of strategic planning
across the national lab complex and also in how the labs support other
federal agencies. Indeed, this was one of the main tasks the Committee
tocused on when we created the Commission.

What is the Department doing to involve the labs in the strategic planning
process?

Secretary Moniz. As part of its strategic planning process, the
Department seeks input from the National Laboratories, particularly where
that planning intersects with the work of the {abs. For instance, the National
Laboratories provided input to the current DOE Strategic Plan. Programs
also seek input from the laboratories and others as appropriate in their
strategic planning efforts.

Additionally, I formalized a strategic dialog process by establishing a
National Laboratory Policy Council (LPC) to obtain input from the National
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Laboratory directors regarding key Departmental initiatives and for the
Department to provide strategic guidance on activities of the laboratories. |
also established a National Laboratory Operations Board (LOB) under the
new Under Secretary for Management and Performance office which
includes senior lab and program members and engages in efforts to more
effectively and efficiently execute the missions of the Department and the
National Laboratories.

For instance, the LOB led an effort to assess the condition of the general
purpose infrastructure at the labs and NNSA plants and to prioritize
infrastructure funding through a cross-cutting budget initiative. This effort,
which involves the Department and the laboratories working together, is
seeking to establish a sustainable trajectory for the Department’s
infrastructure on an enterprise-wide basis.

Changing the name of Work for Others (WFO) to Strategic Partnership
Projects (SPP) is an indication of both the importance and strategic value we
place on these relationships. In concert with the name change, the LOB led a
joint effort between the Department and the labs to develop a new policy
statement on SPP that both sets the context in which DOE and its labs
should pursue SPP and declares the strategic value that the Department sees
in these endeavors.

In April, DOE held the second annual Laboratory Ideas Summit, where the
labs generate new ideas for potential research direction for the Department.
Several of last year’s laboratory ideas transitioned to crosscutting activities
which involve multiple program offices and National Laboratories, and are
featured as components of the DOE FY2016 Budget Request. Examples
include the new cross-cutting activity on Grid Modernization and Subsurface
Science and Engineering.

Subcommittee. How is the Department institutionalizing this effort as
it relates to supporting other federal agencies?

Secretary Moniz. Institutionalizing changes is an ongoing goal and |
look forward to both the Lab Commission and SEAB’s recommendations as
they relate to the changes we are making here at the Department.
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NATIONAL SECURITY
DOMESTIC URANIUM ENRICHMENT

Subcommittee. Mr. Secretary, your fiscal year 2016 budget request
includes $100 million to continue operating uranium enrichment centrifuges
that were constructed as part of a joint demonstration project with the United
States Enrichment Corporation, or USEC (now known as Centrus).

There are no milestones or programmatic goals associated with this effort
and the Department has yet to provide more than a basic sketch of when
newly enriched uranium will be required to meet defense needs. There is an
interagency review in progress that is supposed to be performing analysis to
verify those requirements. In the meantime, this budget request adds to the
nearly $300 million already spent to keep these centrifuges spinning while
the Department continues to deliberate.

How would you evaluate the progress made by the Department in
understanding the actual uranium requirements and the best use of taxpayer
dollars to meet those requirements?

Secretary Moniz. The Department is making progress in evaluating
national security enriched uranium requirements and the results of this
evaluation will be included in a report to Congress that is currently in
coordination.

Subcommittee. When will we be hearing from you on whether you
intend to ask Congress for funds to pursue a near term investment, such as
building out the national security train or some other option?

Secretary Moniz. The Department intends to provide a report to
Congress following its final coordination that includes an accounting of the
current and future availability of enriched uranium and tritium to meet
defense needs. The report will also include a cost-benefit analysis of each of
the options available to supply enriched uranium for defense purposes, and a
preliminary cost and schedule estimate to build a national security train.
This report will inform discussions regarding the path forward for meeting
U.S. needs for enriched uranium.
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Subcommittee. Why should Congress continue to fund this program
when so few answers have been provided? Where does this program fall
within your priorities for the defense portion of your budget request?

Secretary Moniz. The Department is responsible for a number of
national security missions including those that require a reliable supply of
enriched uranium in varying assays and forms. This includes low-enriched
uranium (LEU) for commercial light water reactors involved in tritium
production, and highly enriched uranium (HEU) for Naval propulsion. The
Department is currently evaluating different options for meeting U.S. needs
for enriched uranium and has taken interim measures to maintain the current
centrifuge capability at the American Centrifuge Plant in Piketon, Ohio in
warm standby while the detailed analysis requested by Congress is
performed.

Subcommittee. The Administration’s budget request includes
significant funding above the levels in the Budget Control Act. How would
this activity fare if those levels are not achieved?

Secretary Moniz. The President’s budget request proposes to restore
discretionary spending to levels that would continue to support our national
security efforts, including economic growth and opportunity. These
investments would be offset by a balanced package of spending cuts, tax
loophole closures and program integrity measures. If the sequestration cuts
are upheld, then these investments would be at risk.
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ENVIRONMENTAL CLEANUP
WASTE ISOLATION PILOT PLANT SHUTDOWN IMPLICATIONS

Subcommittee. Mr. Secretary, the Waste Isolation Pilot Plant was
formerly the nation’s only operating permanent repository for nuclear waste.
There was interest in expanding the amount of waste that would be
emplaced in WIPP. This shutdown has both programmatic and national
level implications.

What are the implications of the shutdown to the Department’s transuranic
waste programs? How many milestones have been missed or are now
unlikely to be met?

Secretary Moniz. Transuranic (TRU) waste generators other than the
Los Alamos National Laboratory (Idaho, Oak Ridge, Savannah River Site
and Argonne National Laboratory) are continuing characterization and
certification activities and are providing interim storage of TRU waste for
eventual shipment to the Waste Isolation Pilot Plant (WIPP). Initial focus
after resumption of operations at WIPP will be on the emplacement of waste
generated onsite during recovery activities and waste currently stored in the
WIPP surface facilities (these wastes were received but not emplaced prior
to the events).

[t is premature at this stage of the recovery to predict the effects of the WIPP
suspension on other site milestones. The timing for resumption of shipments
from generators offsite currently is uncertain and will be based on a variety
of factors. In determining the rate of shipments among sites, DOE will
consider numerous technical and programmatic factors (such as compliance
commitments, proven acceptance capabilities, on and off-site storage
capacities, technical issues, cost, schedule, etc.)

Subcommittee. What are the implications for repository programs in
the US and abroad?

Secretary Moniz. As early as the 1950s, the National Academy of
Sciences recommended deep disposal of long-lived transuranic radioactive
wastes in geologically stable formations, specifically identifying salt
formations as promising for particularly long and secure containment.
Nothing about the Waste Isolation Pilot Plant (WIPP) events of February
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2014 calls into question this National Academy recommendation. Further,
as stated in DOE’s Strategy for the Management and Disposal of Used
Nuclear Fuel and High-Level Radioactive Waste (January 2013), there is
international consensus that geologic repositories represent the best known
method for permanently disposing of used nuclear fuel and high-level
radioactive waste, without putting a burden of continued care on future
generations. All the experts’ observations and recommendations to resume
WIPP disposal operations involve such operational issues as equipment
maintenance, facility housekeeping, waste treatment, and safety systems and
culture. None of the experts’ reports identitied any problem with deep
geologic disposal or the use of deep salt formations as a host medium.
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NUCLEAR ENERGY
ADVANCED TEST REACTOR AT IDAHO NATIONAL LAB

Subcommittee. Mr. Secretary, the Advanced Test Reactor serves an
important role for our nuclear navy, as well as for civilian nuclear energy
research and development. The ATR is an aging reactor that will require
significant investment to keep it operating into the future, but | believe
keeping this unique facility operating is absolutely imperative. The Office of
Nuclear Energy has been working with Naval Reactors to develop a plan to
address those needs.

What is the status of the joint planning effort and why hasn’t a plan been
provided to the Committee on how much investment will be needed?

Secretary Moniz. The ATR is a vital asset that supports the Office of
Nuclear Energy and Naval Reactors programs. There is a joint effort
underway between the Office of Nuclear Energy and Naval Reactors to
develop a long-range plan for ATR resources focused on investments to
address aging equipment and systems.

Subcommittee. What is your timeline for completing the needed
upgrades?

Secretary Moniz. The outcome of this effort is expected to be a multi-
year plan, based on a prioritized list of maintenance, repairs and
replacements that are directed at improving overall plant health and reactor
plant performance, while ensuring continued safe and reliable operations.
This plan will serve to develop more detailed and robust understanding of
the requirements to support the critical work performed at the ATR. The
plan is expected to be completed in the summer of 2015 and will include a
prioritized schedule for the next 3-5 years detailing necessary investments
and associated performance improvements.
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NUCLEAR FUEL AND WASTE DISPOSITION

THE ADMINISTRATION’S STRATEGY FOR USED NUCLEAR FUEL
DISPOSITION

Subcommittee. Mr. Secretary, this year’s budget request, like last
year’s, includes a proposal to implement the Department’s Strategy for the
Management and Disposal of Used Nuclear Fuel and High-Level
Radioactive Waste, which would reform the nuclear waste management
program and its current funding structure. The proposal, estimated at $5.7
billion over the first ten years, with $1.3 billion scored as mandatory, would
support construction and operation of a pilot interim waste storage facility
and full-scale, long-term geologic disposal without considering Yucca
Mountain.

Can you discuss the highlights of the proposal, where things currently stand
legislatively, and how you are pursuing its adoption?

Secretary Moniz. The proposal is to implement the Administration’s
Strategy for the Management and Disposal of Used Nuclear Fuel and High-
Level Radioactive Waste. Key components of the Strategy are to employ a
consent-based process to site, license, construct and operate a pilot interim
waste storage facility with an initial focus on accepting used nuclear fuel
from shut-down reactor sites; a larger interim storage facility and a full-
scale, long-term geologic disposal. The Department recognizes that
legislation will be needed to support the legislative proposal in the FY 2016
President’s Budget and to fully implement the Administration’s Strategy.
The Administration will continue to work with Congress on establishing a
new, workable, long-term solution for nuclear waste management.

Subcommittee. This year’s request includes $108 million for nuclear
fuel disposition research and development, of which $24 million would be
derived from the Nuclear Waste Fund (NWF). Can you describe, in general,
what kind of research activities these funds support? Would this research be
applicable to Yucca Mountain?

Secretary Moniz. In FY 2016, through NE’s Used Nuclear Fuel
Disposition {(UNFD) subprogram, the Budget requests $30.0 million,
including $24.0 million from the Nuclear Waste Fund, for generic process
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development and other non-R&D activities related to storage, transportation,
disposal, and consent-based siting.

Subcommittee. One of the large increases within the research
activities funding is to initiate a field test to examine the viability of large
diameter, deep borehole disposal of high-level waste. The request states that
the field test will occur at a volunteer site sometime in the future. What’s the
plan for selecting the volunteer site and when do you expect this to occur?

Secretary Moniz. DOE plans to issue a request for proposals for a site
for a deep borehole field test in FY 2015. This test is a research and
development activity being conducted by NE's Office of Used Nuctear Fuel
Disposition R&D to evaluate the feasibility of the deep borehole disposal
concept emplacement of some DOE-owned wastes. In addition to serving
NE’s nuclear fuel disposition mission, the deep borehole field test could
provide an opportunity to gain insights into the Department’s crosscutting
subsurface challenges (such as drilling techniques, wellbore stability, and
sealing).

Subcommittee. The budget request proposes a new account line for
activities associated with exploring potential alternative disposal options for
high-level waste and spent nuclear fuel. However, the request is short on
details and it"s unclear what these alternative disposal options would be and
how they fit into the overall waste management strategy. Can you outline for
the Committee what alternative disposal options the Department wants to
pursue and how these tie into our current plan?

Secretary Moniz. The Budget requests $3 million for activities
associated with exploring potential alternative disposal options for some
defense nuclear waste. These exploratory activities would provide
information for evaluating nuclear waste disposal options.
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WASTE CONTROL SPECIALISTS ANNOUNCEMENT

Subcommittee. Mr. Secretary, a few weeks ago Waste Control
Specialists announced plans to build the nation’s first private, interim
storage site for spent nuclear fuel in west Texas. Waste Control Specialists
has already announced plans to ask the NRC for a license and they predict
they can start accepting waste in just five years.

Does this development change the Department’s Strategy for the
Management and Disposal of Used Nuclear Fuel and High-Level
Radioactive Waste?

Secretary Moniz. No, this development does not change the
Administration’s commitment to the Strategy for the Management and
Disposal of Used Nuclear Fuel and High-Level Radioactive Waste (2013).
The Department will move forward in a manner consistent with the
Administration’s Strategy. The Strategy has been based on the idea of a
federal facility, but the idea of a privately-owned facility is an interesting
dynamic. It is premature to speculate how a privately-owned facility might
fit into this Strategy.

Subcommittee. Does a private company soliciting waste fit the
definition of a consent-based siting process?

Secretary Moniz. The Department is committed to pursuing a
consent-based siting process that will ensure public trust and confidence in
decision-making throughout the process. The Administration’s Strategy
endorses the principle that prospective host jurisdictions must be recognized
as partners, and that overall public trust and confidence is a prerequisite to
success. Accordingly, the Department will seek to consult with affected
parties and stakeholders at every step of the process. It would be premature,
however, to speculate at this time on how a privately-owned facility might
fit into that overall strategy.

Subcommittee. How will the Department strategically consider this
plan as part of its overall waste strategy?

Secretary Moniz. It is premature to speculate how a privately-owned
facility might fit into this Strategy.
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FOSSIL ENERGY RESEARCH AND DEVELOPMENT
THE FUTURE OF COAL

Subcommittee. Mr. Secretary, the Environmental Protection Agency’s
final rules on carbon capture standards for existing and new power plants are
expected to be issued this summer. Coal-fired plants would be required to
install controls to capture, compress, and store underground about 40 percent
of the carbon dioxide they produce. What do current CCS technologies look
like and how much do you anticipate this will cost existing plants to
implement?

Does the budget request take into account the proposed rules? How does it
advance coal research to reduce the cost of implementing these regulations?

Mr. Secretary, coal accounts for 39 percent of our electricity, and it’s as
important as ever to make sure we use this resource well. The Fossil Energy
Research and Development program has played a critical role to that end,
both in improving existing technologies and inventing entirely new ones.

If you were provided an additional $50 million or $100 million to further
advance second-generation CCS Technologies, how would you propose to
spend it?

Secretary Moniz. The costs of carbon capture for units in the existing
fleet will vary by unit but will be primarily driven by the size of the CO2
capture system utilized (and resulting economies of scale), which varies by
plant size and net plant efficiency. Retrofitting the existing fossil fuel power
plant fleet with CCS in today’s policy environment provides the benefit of
taking advantage of existing capital assets. Retrofit post-combustion capture
technology options continue to improve in cost and performance, and are
further strengthened by DOE’s Fossil Energy program budget, which is
helping to drive down the energy penalties and costs associated with both
new and retrofit CCS technology. Notably, the first retrofit project at the
Boundary Dam facility in Saskatchewan recently began operation, capturing
over 1 million tonnes of CO2 per year. In addition, the New Source
Performance Standard only requires a capture level of 30-40% of the
produced CO2, further lowering costs for early systems. With the right
incentives, retrofit projects will be deployed where market conditions are
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favorable today, and further research, development, and demonstration will
further reduce costs and may provide additional opportunities.

The Environmental Protection Agency’s recently developed regulations for
new and existing plants rely on cost information from a number of different
sources, including studies conducted by the U.S. Department of Energy
(DOE) regarding the cost of CCS systems, and cost information obtained
from Southern Company’s Kemper County IGCC-CCS project, which is
supported by DOE. The CO2 emission rates required by the New Source
Performance Standard are achievable with today’s technologies, and the
ongoing research conducted by DOE will further reduce both the energy
penalty and cost associated with those technologies.

The FE R&D program, under the FY 16 request, is supporting a robust and
substantial CCS portfolio through the CCS technology program and through
ongoing CCS demonstration projects supported by more than $6 billion in
prior-year appropriations {including $3.2B from the American Recovery and
Reinvestment Act of 2009 (ARRA) (Pub.L. [11-5)). These demonstration
projects address current CCS technologies. The FY 16 budget specifically
requests funding for large-scale pilots to further test and develop the next
generation (or second generation) technologies. These pilots are costly and
unlikely to be undertaken independently by industry. This broad portfolio of
second generation technologies is being funded to be ready for
demonstration and deployment beginning in 2025. These large pilots focus
on proving post-combustion capture technologies, including novel
membrane techniques, but also aim to scale-up and test chemical looping
and other advanced combustion systems.

Separately, the budget request also proposes two new refundable tax credits
which may accelerate the commercial deployment of CCUS technologies.
The proposed CCUS tax credit program offers two credits which apply to
new and retrofitted electric generating units {(EGUSs) that deploy carbon
capture technologies: Investment Tax Credits (ITCs) for eligible carbon
capture property and Sequestration Tax Credits (STCs) for investments
resulting in the permanent storage of carbon dioxide.
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STEP INITIATIVE

Subcommittee. Mr. Secretary, the Supercritical Carbon Dioxide
Technology crosscutting initiative is aimed at bringing together the Offices
of Fossil Energy, Nuclear Energy, and EERE to work towards demonstrating
how supercritical carbon dioxide can lower capital costs and improve
thermal efficiencies at power plants. This year’s budget request enables the
Fossil Energy account to become the lead on this collaborative project.

In last year’s request, more emphasis was placed on the role Nuclear Energy
could play in the research and development of this technology. Can you
explain the new leadership role of Fossil Energy within this crosscutting
initiative?

Secretary Moniz. Supercritical CO2 (sCO2) power generation
technology is relevant to the work of the Offices of Energy Efficiency and
Renewable Energy (EERE), Fossil Energy (FE), and Nuclear Energy (NE),
and all will benefit from this coordinated effort.

The Department has engaged in extensive stakeholder outreach to industry
and academia and collected a wide array of input, for example through two
Requests for Information issued in May 2014 and February 2015, as well as
workshops, conferences and other stakeholder interactions. The Department
has determined that the near-term deployment and greatest potential for
market application (in terms of number of units and number of plants) for
commercial sCO2 power cycles is primarily in the fossil energy space. This
also aligns with House Appropriations Committee FY 2015 report language,
which emphasized the importance of a strong fossil fuel focus and
appropriate temperature range for this demonstration project. Given the
state of the market and the resident expertise in the FE program, DOE has
determined that FE is an appropriate funding organization and project
manager for the supercritical transformational electric power (STEP) sCO2
pilot demonstration project.

The STEP project will be implemented in a way that maximizes our ability
to deploy and test key system components capable of reaching temperatures
above 700° Celsius, a range which has relevance and utility not just for
fossil, but also nuclear and solar power. Through the coordinated,
crosscutting approach to development of the STEP project established by the
Department, we are confident that FE, NE, and EERE will all reap
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substantial benefits from the STEP investment made through the FE and NE
budget requests. It is also worth noting that FE, NE, and EERE will
continue to pursue resource-specific research and development activities, the
results of which will be shared to the benefit of all participating offices.
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PETROLEUM PRODUCT RESERVES
SIZE OF THE STRATEGIC PETROLEUM RESERVE

Subcommittee. A September 2014 GAO report recommended
reexamining the appropriate size of the Strategic Petroleum Reserve in light
of current and expected future market conditions. In commenting on the
draft report, the Department concurred with the recommendation, but said it
should be part of a broader, long-range strategic review of the SPR and that
a process to conduct this review had been initiated. To date, however, the
Department has shared no details with the Committee.

Mr. Secretary, can you please describe the SPR review process? What is the
current status of the review and the schedule for sharing its findings and
analysis with the Committee?

Secretary Moniz. The Department is currently reviewing a draft scope
of the proposed strategic review to determine future action.
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NORTHEAST GASOLINE SUPPLY RESERVE

Subcommittee. The fiscal year 2015 Act requires the Department to
submit a detailed plan for operation of the Northeast Regional Refined
Petroleum Product Reserve, It is due within 180 days of enactment, which is
roughly mid-June. What is the status of that plan? Are you on track for
submitting it on time or possibly even early?

Secretary Moniz. The Office of Petroleum Reserves is on target to
meet the requirement in the Consolidated and Further Continuing
Appropriations Act of 2015 to submit a report on refined petroleum products
that includes a detailed plan for operation of the Northeast Regional Refined
Petroleum Product Reserve — recently renamed the Northeast Gasoline
Supply Reserve — within 180 days of enactment of the Act.
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LOAN GUARANTEE PROGRAMS
NEW NUCLEAR ENERGY PROJECTS SOLICITATION

Subcommittee. Mr. Secretary, [ was pleased to see that the
Department was making available the remainder of its loan guarantee
authority for nuclear power projects. The last time the Department made a
solicitation for nuclear power projects, the Vogtle plant in Georgia received
$6.2 billion in loan guarantees to help construct two new reactors.

How is this solicitation different? What did you learn from the first
solicitation and how did that change any of the criteria or focus of this
solicitation?

Are any of the previous applications still active? Would they qualify for the
new solicitation?

Secretary Moniz. In December 2014, the Department of Energy
issued the Advanced Nuclear Energy Projects Solicitation, which makes
$12.5 billion in loan guarantee authority available to support eligible
innovative nuclear energy projects. The solicitation aims to accelerate the
deployment of innovative nuclear energy projects that avoid, reduce, or
sequester greenhouse gases in the U.S. as part of America’s all-of-the-above
energy strategy to address climate change.

While any project that meets the Title XVII eligibility requirements may
apply, the Department has identified four key technology areas of interest
under this solicitation: advanced nuclear reactors, small modular reactors,
uprates and upgrades at existing facilities, and front-end nuclear projects.
The first Part [ application date was March 18, 2013, followed by rolling
application deadlines approximately every six months through 2016.

Prior to this solicitation, the Department issued solicitations for nuclear
power generation projects and front-end nuclear projects in 2008. Under
these solicitations, the Department issued commitments and loan guarantees
for $8.3 billion for nuclear power generation and a $2 billion conditional
commitment for a front-end project.

Market conditions have changed since the original nuclear energy
solicitations in 2008. There are still a number of innovative nuclear energy
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technologies that are on the edge of commercial deployment that could
benefit from loan guarantees issued under the Section 1703 program. The
Vogtle project demonstrates that nuclear energy projects require long-lead
times due to the complexity of the projects and the extensive permitting
required. The current solicitation sends a signal to the market that financing
may be available for future projects, which may give project developers the
necessary certainty to proceed with the required certification and licensing.

Should any of the applicants from the 2008 solicitations signal their desire
and ability to resume loan underwriting, LPO could restart due diligence on
projects that remain eligible under the prior solicitation. If those applications
proceed through due diligence to conditional commitment and a closed {oan
guarantee, funding would reduce the $12.5 billion in remaining authority
available under the Advanced Nuclear Energy Projects solicitation.
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CAPE WIND

Subcommittee. Last month a major setback was dealt to the Cape
Wind offshore wind project when the two main companies that had agreed
to buy energy from the project terminated their power purchase agreements.
These two companies represented over 75 percent of the power purchase
agreements for the project. With an ongoing, unresolved lawsuit and with
only about half of their total funds raised, many considered this a death knell
to the offshore wind project. The Department made a conditional
commitment last July to provide $150 million in loan guarantees to the
project.

Does this news change the Department’s assessment of the viability of this
project?

Will the Department continue to work on this application? If not, under
what circumstances would you resume work on this project?

Does this change the outlook of offshore wind projects in this country?

Secretary Moniz. The Cape Wind project is a proposed offshore wind
facility on Horseshoe Shoal in Nantucket Sound, MA being developed by
Energy Management Inc. (EMI). The project will be powered by 101 wind
turbines with a capacity of 363 megawatts (MW). If constructed, the project
would be the first commercial-scale offshore wind facility in the U.S.

The total cost of the proposed Cape Wind project is approximately $2.5
billion. The proposed $150 million DOE-guaranteed loan would be a part of
a $1.8 billion co-lending arrangement with commercial banks and a foreign
export credit agency. Cape Wind had expected to begin construction of the
project in January 2015; however, the project did not secure its financing by
the end of 2014 as previously planned.

The proposed project would sell all of its output under two 15-year Power
Purchase Agreements (PPAs). The Department notes that the off-takers have
recently publicly reported that they were terminating their PPAs because
Cape Wind had failed to complete financing and begin construction by the
end of 2014 and did not to exercise their right to post financial security in
order to extend the contract deadlines. However, as stated publicly, Cape
Wind Associates, LLC disputes such termination.
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On July 1, 2014, the Department issued a conditional commitment to Cape
Wind Associates, LLC for a $150 million loan guarantee. Under the Title
XVII program, the Department offers a conditional commitment prior to
issuing a loan guarantee. The conditional commitment sets forth the
principal terms and conditions of the Department’s offer to provide a loan
guarantee in support of the project. The conditional commitment and the
negotiated loan guarantee documents specify the conditions precedent that
must be met to the Department’s satisfaction, which include fulfilling
technical, legal, contractual, environmental and financial requirements, and
securing the full project financing, before the Department will issue a loan
guarantee.

To date, Cape Wind Associates, LLC has not met the conditions precedent
necessary for the Department to issue the loan guarantee. The Department
will continue to monitor its conditional commitment to Cape Wind
Associates, LLC to determine whether the conditions precedent established
in the conditional commitment and the loan guarantee documents have been
met. Until those conditions are met the Department will not issue a loan
guarantee.

First-of-their-kind projects in the U.S., like Cape Wind, often have difficulty
accessing private capital. Likewise, necessary infrastructure, like ports and
vessels, have not been established, which create additional challenges for
first movers. As a result, it is not uncommon for innovative energy projects
to take more time to develop than conventional projects.

The Department continues to support offshore wind energy in the United
States as an important part of an all-of-the-above energy strategy to address
climate change. Cape Wind is one of a number of offshore wind projects
currently being developed in the United States, each with separate financing
structures.
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IVANPAH SOLAR ENERGY GENERATING SYSTEM

Subcommittee. Mr. Secretary, this month marks the one year
anniversary of the opening of Ivanpah, the world’s largest concentrating
solar power plant. Ivanpah was the recipient of one of the largest loan
guarantees the Loan Program Office has issued to date. Recent reports have
shown that the project is not producing as much electricity as first thought.
Could you update the Committee on the status of Ivanpah’s production
output and where problems exist?

If Ivanpah isn’t able to satisfy its power purchase agreements, will it impact
the repayment? If so, how? What alternatives would the Government have
for collection?

Secretary Moniz. In April 2011, the Department of Energy issued a
$1.6 billion loan guarantee to support construction of the Ivanpah Solar
Energy Generating System—the world’s largest concentrating solar power
(CSP) plant and the first deployment of solar thermal tower technology in
the United States. The project is owned by NRG, BrightSource Energy, and
Google. Bechtel served as the engineering, procurement, and construction
(EPC) contractor.

The Ivanpah facility is comprised of three separate concentrating solar
towers, which generate electricity by concentrating sunlight using large
mirrors (heliostats) at a solar receiver located at the top of the towers. These
receivers generate the necessary heat to create high-temperature steam,
which then drives a turbine that generates electricity. The facility has the
capacity to generate 392 megawatts (MW) of clean electricity-—enough to
power more than 94,000 average American homes. Each individual tower
sells it electricity under separate long-term power purchase agreements
(PPAs) to Pacific Gas & Electric and Southern California Edison Company.

The Ivanpah project began construction in 2010 and achieved commercial
operation in January of 2014. Since that time, the project has been selling
power under its PPAs at the contracted price and servicing its debt payments
to DOE.

However, the project’s electricity generation has been below what was
originally forecast for the period of operation following the commencement
of commercial operations. The underproduction was due to a combination
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of two factors: 1) technical start-up issues inherent with innovative
technology deployments and 2) lower than forecasted solar irradiance.
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