
07/23/2007 11:45 AMUPDATE:Oil Indus Urges Energy Efficiency, New Fuels, CO2 Cost

Page 1 of 3http://money.cnn.com/news/newsfeeds/articles/djf500/200707181349DOWJONESDJONLINE000865_FORTUNE5.htm

Entire Site

The Internet home of: Subscribe to Business 2.0 | Free Trial

SYMBOL
LOOK-UP

HOME NEWS MARKETS MY PORTFOLIO TECHNOLOGY JOBS PERSONAL FINANCE LUXURY REAL ESTATE SMALL BUSINESS RANKINGS

UPDATE:Oil Indus Urges Energy Efficiency,
New Fuels, CO2 Cost
July 18, 2007: 01:49 PM EST

(Updates with comments from the U.S. Energy Secretary)

By Ian Talley

Of DOW JONES NEWSWIRES

WASHINGTON -(Dow Jones)- Warning that conventional oil and gas supplies will fall short of meeting
accelerating global energy demand, the U.S. oil industry urged the government Wednesday to boost
energy efficiency, encourage the production and use of alternative fuels and establish an economy-wide
cost for emitting carbon dioxide.

In its report, titled "Facing the Hard Truths about Energy," the National Petroleum Council said coal, oil
and natural gas would be indispensable when it comes to meeting total projected energy demand growth
over the next 25 years. However, many of the group's recommendations focused on policies not
traditionally associated with Big Oil.

Wednesday's report could add political momentum to energy legislation currently under consideration in
Congress, including measures to reform fuel- economy standards and boost biofuel production. It also
could pressure lawmakers to include more fossil fuel production in the future energy portfolio. Energy
Secretary Samuel Bodman requested the report in 2005.

"The world is not running out of energy resources, but there are accumulating risks to continuing
expansion of oil and natural gas production from the conventional sources relied upon historically," said
Alan Kelly, who was ExxonMobil Corp.'s (XOM) general manager of corporate planning before he was
selected for this project. "These risks create significant challenges to meeting projected total energy
demand."

To mitigate the risks, the report said it will urge "expansion of all economic energy sources," including
coal, nuclear, biomass, renewables and unconventional oil and natural gas such as that from oil shale and
tar sands.

"This report should shift the framework of the debate," on energy supply and demand, said Daniel Yergin,
chairman of the Cambridge Energy Research Associates and one of the authors of the report.

Speaking at the release of the report, Secretary Bodman said the report would play a valuable role in long-
term strategic planning. "These are hard facts, and hard facts require us to plan for hard choices, now and
in the future.

Bodman said the comprehensive report showed that, "all forms of energy, traditional and alternative, fossil
fuel and renewable, will be needed to meet the world's needs," adding, "we must aggressively pursue new
energy options and alternatives."

Many of the policy recommendations were based on a graph of projections of oil and gas production that
showed the risks of lower conventional oil and gas output as forecast by analysts, the government and
international oil companies.

An average of Big Oil forecasts sees output about 10 million to 15 million barrels a day lower in 2030 than
the Energy Information Administration's projection of slightly below 120 million barrels a day. Current
production is around 84 million barrels a day.

"Costs and access are shaking outlooks," Yergin said.
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Congress's legislation, which has yet to be approved by both chambers, doesn't deal with increased
domestic production of conventional oil and gas, but seeks to wean the U.S. from dependence on crude
imports. It proposes to fund renewable energies by cutting tax breaks to oil companies.

Bodman had asked the council in 2005 to assess the future of global oil and gas production and asked for
recommendations on supply- and demand-side strategies to help ensure economic stability.

Unsurprisingly, most of the NPC report focused on recommendations for increased access to domestic
reserves of conventional oil and gas and the development of unconventional petroleum resources. Given
the growing difficulties in accessing global resources as many producers nationalize assets, the NPC also
said the government needed to better integrate energy concerns into foreign policy.

But the group also said the government should increase vehicle fuel-efficiency standards to the maximum
rate that is economically feasible and encourage more aggressive energy-efficiency standards for industry
and buildings. The NPC estimated that those two programs alone could save up to 5 million barrels of oil a
day and as much as 9 quadrillion British thermal units of natural gas a year by 2030, respectively.

It also said accelerating biofuel production and infrastructure could provide up to 4 million barrels of oil
equivalent a day.

Bodman said the Bush administration was already attempting to institute some of the recommendations
through the President's 20-in-10 plan. The program - aimed at reducing domestic gasoline consumption by
20% in 10 years - calls for fuel efficiency reform and boosting of alternative fuels, including biofuels and
coal-to-liquids.

In another surprise recommendation, the NPC urged the government to start regulating the greenhouse
gas pollutant carbon dioxide across the economy, establishing a high enough cost for CO2 emissions to
give companies incentives to sequester it.

Members of the oil industry, such as the American Petroleum Institute, have traditionally warned against
putting a price on CO2 emissions, saying that would push energy prices even higher, threaten the
economy and put U.S. companies at a disadvantage to competitors not inhibited by carbon constraints.

Sequestration, the report said, would address concerns over climate change and allow development of
North America's massive coal, oil shale and tar sands deposits, the processing of which emits more CO2
than traditional fossil fuel development. Regulation of CO2, which encourages sequestration, could also
help enhance oil recovery to the tune of 90 billion to 200 billion additional barrels of crude from U.S.
reservoirs alone. Sequestration of CO2 increases reservoir pressure, forcing out more oil.

Asked if the administration - which has adamantly stated it would veto a cap- and-trade carbon dioxide
regulation that NPC indicated would be the best policy - would change its views in light of the report,
Bodman only said his department would review the recommendations carefully.

The council also warned against notions of "energy independence," the ideological platform Democratic
leaders in Congress have based their energy policies upon.

"The concept of energy independence is not realistic in the foreseeable future, whereas U.S. energy
security can be enhanced by moderating demand, expanding and diversifying domestic energy supplies
and strengthening global energy trade and investment," the NPC said in its report.

-By Ian Talley, Dow Jones Newswires; (202) 862-9285; ian.talley@dowjones.com
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