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Domenici’s New Energy Bill —S. 2095 — Creates
Jobs, Boosts Economy& Production, Protects

Environment
New bill addresses U.S. energy challenges — at half the price

Washington, D.C. — Senate Energy & Natural Resources Chairman Pete V. Domenici’s new energy
bill, S. 2095, which was introduced yesterday for Senate consideration in two weeks is expected to
score a 45 percent of the cost of the old bill — approximately $14 billion —while achieving most of the
gods achieved by the old hill.

Highlights of S. 2095 — The Energy Policy Act of 2003:
Titlel: Energy Efficiency:
Requiresa 20 percent improvement to federal energy efficiency in the next 10 years.

Directs agencies to procur e ener gy-efficient products and improve ener gy efficiency
performance for new federal buildings.

Authorizesgrantsfor energy efficient projectsin low-income urban and rural communities.

Authorizesfunding for statesto establish appliance rebate programsto encouraged improved
ener gy efficiency.

Sets several new ener gy efficiency standardsfor consumer products, including transformers,
traffic Sgnas, compact fluorescent lamps, ceiling fans, vending machines and commercid freezers and
refrigerators.

Improves the ener gy efficiency of public housing.

Titlell: Renewable Energy:
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Provides new incentivesfor theincreased development and use of clean and renewable
energy.

Mandates a feder al renewable ener gy resour ces assessment to asss in the long-term planning
for the expansion of renewable energy production.

Reauthorizes the Renewable Ener gy Production I ncentive Program.

Encour ages exploration and development of geothermal ener gy, including acal for arulemaking
on anew royalty structure that encourages new production.

Streamlinestherdicensing of hydroelectric facilities to ensure continued reliability of clean and
reliable energy.

Provides grantsfor turning forest materialsfrom high-risk areasfor fire or diseaseinto
biomass energy.

Titlelll: Oil and Gas

Permanently authorizes the Strategic Petroleum Reserve: The Strategic Petroleum Reserveis
critica to ensuring an uninterrupted supply of domestic oil and should be permanently authorized.

Production incentives for marginal wells. Roydty rdief to encourage smdl oil producers to continue
producing oil even in poor economic times. These will be effective beginning in fisca year 2005.

Royalty relief for deep water wells: Encourages oil exploration in the more technicaly-chdlenging
and costly deep waters of the Gulf of Mexico to ensure an affordable and reliable supply of domestic
oil.

Incentives for ultra-deep natural gaswells: Encourages naturd gas development in technicaly-
chdlenging areas of the Gulf of Mexico that require drilling to depths beyond 15,000 feet to ensure an
affordable and abundant supply of naturd gas. These will be effective beginning in fiscal year 2005.

Createsthe Office of Federal Energy Permit Coordination.

Createsa pilot program in six regional Bureau of Land Management Officesaimed a cutting
the bureaucratic red tape that currently delays oil and gas development at leased Sites for as much as
two years. This program, if successful, could ultimately cut the cost and time delays of domestic il and
gas production while maintaining existing environmenta protections and public input.

Streamlines permitting for critical energy corridors. Allows DOE to expedite creation of western
energy corridors on federd land for oil and gas pipelines and eectricity transmisson. This ensures
reliable and affordable ddivery of oil, gas and dectricity to consumers.

Authorizesthe Alaska Natural Gas Pipdine: Facilitates the congtruction of a pipdineto bring 35
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trillion cubic feet of naturd gasto the lower 48 ates, dabilizing the natural gas market and ensuring
abundant supplies of clean energy to consumers.

TitlelV: Coal

Clean Coal Technology Deployment: $2 hillion authorization for deployment of clean cod
technology to ensure the cleanest use of America's most abundant traditiona energy. Cod fuelsthe
mgority of America s eectricity.

TitleV: Indian Energy

AuthorizesIndian Tribesto enter into leases and business agreementsfor energy
development under regulationsto be promulgated by the Secretary of the Interior. Thistitle
alows American Indian Tribes the freedom to develop their traditiond and renewable energy resources
just as any other American citizen, group or corporation would be alowed to do.

This provison encourages economic prosperity on tribal lands and offers new sour ces of
traditional and renewable energy to American consumers. American Indian lands comprise about
5 percent of U.S. land, but hold an estimated 10 percent of dl energy reservesin the United States,
including unlimited wind energy on the Great Plains, 30 percent of known coa depositsin the West; 5
percent of known American onshore oil deposits and 10 percent of known onshore natura gas
deposits.

Encour ages the development of renewable ener gies, particularly wind and hydropower.

Establishes an Office of Indian Energy Policy and Programswithin DOE and authorizesa
federal grant and low-interest loan program to aid tribesin developing energy infrastructure.

TitleVI: Nuclear Energy

Reauthorizes Price-Anderson, the long-sanding liability insurance system for dl nuclear operations
in the country. This system has existed for more than 40 years and never required payment from the
federd government.

Development of Advanced Nuclear Plant: An advanced reactor will be built at the Idaho National
Engineering and Environmenta Laboratory to demondrate both eectricity and hydrogen production.
This new reactor will feature improved safety, reduced waste, higher efficiency, and increased
proliferation resstance and physica security. This research project is an advanced reactor hydrogen
cogeneration project to move Americatoward a an advanced nuclear energy and hydrogen economy.

Providesfor nuclear security by ensuring the secure trandfer of nuclear materids, requiring
fingerprinting as a part of criminal background checks, and strengthening punishments for sabotage of
nuclear facilities or fud.
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TitleVII: Transportation:

Reformsthe EPACT alternative fuel vehicle mandate program to encour age the use of
alternative and renewable trangportation fuels.

Requiresfederal agenciesto increase fuel economy of new federal fleet passenger carsand
light trucks by at least three miles per gallon by 2005.

Authorizes $200 million grant program to assist states and locdities in acquiring dternative-fuded
vehides, hybrid vehicles, fud cdl vehicles and ultra-low sulfur diesdl vehidles

Establishesafud cell transt bus demonstration program
Createsa program to replace or retrofit school buses with cleaner, more efficient technologies
Provides $105 million to develop and demonstrate technologiesto improverailroad efficiency

Requires multi-agency assessment of aircraft emissions and methods for enhancing aviation fue
efficency

Authorizes $94.5 million for deployment of technologiesto reduce engineidling in heavy duty
vehides, including truck stop eectrification and auxiliary power units

Grants expanded authority to the National Highway Transportation Safety Administration to

set fuel economy standardsfor passenger carsand light trucks, taking into account vehicle
and passenger safety aswell astheimpact on U.S. jobs.

VIII: Hydrogen:

Authorizes $2.1 billion for the President’s Hydr ogen Fue Cell Initiative to develop clean,
renewable hydrogen cars.

Establishes research god's and authorizes demonstration and deployment projects.

Creates an interagency task force and advisory committee to oversee the initiative.
Title I X: Research and Development:

Addressesresearch & development needsin ener gy efficiency, distributed energy and
electric energy systems, renewable ener gy, nuclear energy, fossil energy, Science and ener gy
and environment and management.

Thetitle recognizes the vita role played by the Office of Sciencein support of our nation's research
infragtructure in the physica sciences. It authorizes increased funding for this office to correct years of
gagnant funding.
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Solid State Lighting research to achieve far higher light bulb efficiencies.
High Temperature Super conductivity research to decrease today's l0sses in power transmission.

Solar Production of Hydrogen research, including the cregtion of: anew program to study solar
energy production of hydrogen.

Nanotechnology Resear ch for aomic level sorage hydrogen.

Genomesto Life research to expand current genome maps and tailor biologica systems for specific
needs. Outcomes may include bio-production of hydrogen or improved environmenta cleanup.

Water treatment technologies research to develop lower cost, energy efficient approaches to key
needs like desdlination or removal of arsenic.

Ultra-deepwater and Unconventional Resour ces research program to advance technologies for oil
and gas production in non-traditiona formations. This funding is subject to gppropriations.

Title X: DOE Management:
Establishes an Assistant Secretary for Nuclear Ener gy at the Department of Energy.

Title XI: Personnel and Training:

Thistitle contains a number of programs to ensure that we have an adequate energy workforce in the
decades to come.

Ingtructs the Secretary of Energy isto survey the workforce in key energy industries and where there is
ashortage, provide traineeships and felowships to help train the next generation of energy workers.

Title X11: Electricity:

Ensuresreliable and affordable eectricity, repeals antiquated laws that have cost consumers
billions of dollars and prohibit onerous federal meddling that could cost consumer s billions of
dollarsmore. It increases penaltiesfor market manipulation and enhance consumer
protections.

Authorizesthe creation of an Electric Reliability Organizationsto establish and enforce
mandeatory rdiability rules.

Remands proposed rulemaking on Standard Market Design and prohibits FERC from issuing
afinal order until December 31, 2006.

Provides a Sense of the Congressthat member ship in Regional Transmission Organizationsis
voluntary, promoting competitive markets and benefitting consumers.
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Amendsthe Federal Power Act to protect accessto transmission lines by utilities who have
service obligations to consumers and businesses, ensuring areliable eectricity supply to retall
customers.

Requires FERC to establish by rulewithin one year transmission pricing policiesand policies
for the allocation of costs associated with interconnection of new transmission facilities not located
within RTOs. This provision encourages the construction of new transmisson infrastructure to update
America s outdated and inadequate transmission grid.

Repeals PURPA’s mandatory pur chase requirement, an onerous federa requirement that has
discouraged competition and resulted in high costs to consumers.

Repeals the Public Utility Holding Company Act, an outdated federa law that has discouraged
modernization of America s transmission grid.

Makesthe dectricity market moretransparent and resistant to manipulation by establishing an
electronic system to provide accurate information on the availability and price of wholesde eectric
power.

Providesfor merger review reform and accountability.

Amendsthe Federal Power Act to prohibit thefiling of false information and makes round-trip
trading, atactic for artificidly railsng power prices, aviolaion of the Act.

I ncreases penalty for violations of the Federal Power Act and the Natural Gas Act, provisons
amed and discouraging future fraud and market manipulation.

Directsthe FTC to draft consumer protection rulesregarding the disclosure of consumer
information.

Highlightsof Title X111 — Energy Tax Incentives

Subtitle A: Renewable Energy

Extends placed-in-service date for wind, closed-loop biomass, and poultry waste facilities and adds
open-loop biomass, geothermd energy, solar energy, smdl irrigation power, municipa bio-solids, and
recycled dudge as quaifying energy resources. The credit is 1.8 cents per kilowatt hour with no
inflation adjustment for facilities placed in service after the date of enactmen.

Thetitlealso will allow for tradeable tax creditsfor tax-exempt entities. The effective date for
thistitleis Oct. 1, 2004.

Subtitle B: Alternative Vehicles and Fud | ncentives

Provides a credit for the purchase of new qualified fud cell, hybrid, or other alternative fuel
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motor vehicle. The buyer clamsthe credit, except in the case of atax-exempt entity, in which case
the seller may claim the credit.

Makes severa modifications to the rules regarding the smal producer ethanol credit and provides a
new credit for quaified biodiesd fuel mixtures.

The effective date for this Subtitleis Oct. 1, 2004.

Subtitle C: Conservation and Energy Efficiency Provisions

Provides anew credit to an digible contractor for energy-efficient property indaled in aquaified new
energy-efficient home during construction, and a new credit for the purchase of qudified energy
efficiency improvements for existing homes.

Provides new deduction for energy-efficient commercia building property expenditures.

Provides a new credit for the production of energy-efficient clothes washers and refrigerators.
Provides a new persona tax credit for the purchase of qudified wind energy, photovoltaic, and solar
water heating property that is used exclusively for purposes other than heating swimming pools and hot
tubs.

Provides a credit for certain high efficiency dectric heat pump hot water heaters, eectric heat pumps,
natura gas furnaces, centrd ar conditioners, natural gas water hegters, and geotherma heat pumps.

Provides anew 30 percent business energy credit for purchase of qudified fud cel power plants for
businesses.

Provides accelerated depreciation for qualified energy management devices and water submetering
devices.

Provides new credit for the purchase of combined heat and power projects.

The effective date for this Subtitleis Oct. 1, 2004.
Subtitle D: Clean Coal Incentives

Creates three new credits for clean coa properties. Thereisaproduction credit for eectricity
produced from qualifying clean cod technology units, eectricity produced from qualifying advanced
clean cod technology units, and investments in quaifying advanced clean cod technology units. The
effective dateis Oct. 1, 2004.

Subtitle E: Oil and Gas Provisons

Providesincentives for development of the Alaska naturd gas pipdine.
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Provides anew credit for the production of crude oil and natural gas from margina wells. The creditis
not avalable if the market prices for oil and gas exceed certain levels.

Provides accelerated depreciation for natura gas gathering lines.

Allows smdl refinersto clam an immediate deduction for up to 75% of the qudified capita cogts for
purpose of complying with the Highway Diesd Fud Sulfur Control Requirements.

Also provides a credit of five cents per gdlon for each gdlon of low sulfur diesdl fud produced by a
smd| busnessrefiner.

Increases the barrel-per-day limitation for specid tax rules governing independent producers.

Allows geologica and geophysical cogtsto be amortized over four years and delay rental paymentsto
be amortized over two years.

Most of the effective dates have been moved to October 1, 2004.

Subtitle F: Provisons Relating to Electric Industry Restructuring
Modifies specia rules for nuclear decommissioning costs.

Clarifies rules regarding the “85-15 Rule’ with respect to rura eectric cooperatives.

Permits a taxpayer to eect to recognize gain from a qualifying dectric transmission transaction over an
eight-year period.

Effective date for thissubtitleis October 1, 2004.
Subtitle G: Additional Provisons
Extends acceler ated depreciation and wage credit benefitson Indian reservations. Repeals

motor fuel excisetax on railroads and barges. Expands R& D credit for energy-related
resear ch by universitiesand for paymentsto research consortia for energy research.

Subtitle H: Revenue Provisions
Curtails tax shdlters, discourages corporate expatriation, and extends certain IRS user fees.

Title X1V: Miscellaneous Provisions

Authorizes $50 million annually to the Denali Commission in Alaska for the assstant of rurd and
remote communities with extremely high energy costs. This authorization is subject to gppropriation.

Authorizesthe payment of $1.1 billion from oil and gasroyaltiesto coastal ener gy states for
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domestic offshore energy reinvestment to ameiorate the coastal impact of off-shore oil and gas drilling.
Thisfunding is subject to gppropriation.

Reformsthe Tennessee Valley Authority by adding more board members and requiring the hiring
of aCEO.

Allows cities downwind of polluting cities an additional 12 monthsto meet certain federal clean
air requirements, subject to the gpprova of the EPA Adminigtrator. Cities seeking the extenson must
submit revised implementation plans that include additiona measures needed to demondtrate attainment
by the extended date.

Title XV: Ethanol and Motor Fues

Requiresarenewable fuel content for gasoline started at 3.1 billion gallonsin 2005 and
increasing to 5.0 billion gallonsin 2012. This requirement is met through either the direct use of
renewable fue or the purchase of credits generated by those exceeding their specified dlocation.

Allowstherenewable fuel requirement to be met from different sour ces. The requirement can be
satisfied by use of fud produced from grain, starch, oilseeds and other biomass, and other sources.
Such sources include plants, grasses, agriculturd resdue, anima wastes and municipa solid waste.
Renewable fued derived from such sources qudifies for increased fud credits.

In 2013 and forward, the EPA Administrator will mandate the amount of renewable fuel to be used
based on the annua increase in the production and use of motor fuels. The Administrator must use the
same ratio of renewable fuels to motor fuels that existed on 2012.

Eliminates M TBE in motor fuel in 2014. Requires a National Academy of Sciences review of
MTBE in 2013. The president may decide to continue the use of MTBE no later than June 30, 2014,
meaking the ban in thislegidation null and void.

Requiresthat at least 80 percent of all dollarsappropriated from the L eaking Under ground
Storage Tank (LUST) Trust Fund be sent to the states for operating leaking under storage tank
programs.

Provides increases in sate funding from the LUST trust fund for states containing alarger number of
tanks or whose leaking tanks repsent a greater threat to groundwater.

Requires onste ingpections of under ground stor age tanks every three (3) years after a brief
period for the state to update its backlog.

Establishes oper ator-training programs, where they do not dready exist. Many releases from
underground storage tanks are caused by improper operation of those tanks.

Indtitutes a pecific new funding category to cleanup tank-related release of oxygenated fuel additivesin
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gasoline, like MTBE.

Prohibits federd facilities from exempting themsdves from complying with dl federd, state and locd
underground tank laws.

Asks gates to submit an annud inventory to EPA detailing the number of regulated tanksin its state and
which of those tanks are leaking.

Gives gates the authority to prohibit deliveries of fud to non-compliant regulated tanksin order to
achieve legd enforcemen.

Authorizes $380 million per year, through fiscd year 2008, for generd administration, operator training
and enforcement activities, cleanups of gasoline or chemica contaminated Sites, cleanups of ether fud
additives in gasoline, like MTBE, ingpection programs and requirements, and for release prevention,
compliance, and enforcement activities. The LUST trust fund currently contains a$2 billion balance.

Title XVI: Studies

Authorizes studies on avariety of topics, including naturd gas supply, LIHEAP, and dectric
relighility.
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