White House Outlines New Energy Policy 
Focus Remains on Production; Congressional Battle Expected 

By Dana Milbank and Eric Pianin
Washington Post Staff Writers
Thursday, May 17, 2001; Page A01 
White House officials last night unveiled a national energy policy that seeks to build support for controversial increases in oil drilling and energy production by linking such provisions to alternative and renewable energy sources favored by environmentalists.

The recommendations are part of the much-anticipated energy plan President Bush will announce today in Minnesota. The proposal, which reflects an unprecedented federal commitment to increased energy supply, begins what is likely to be a fierce battle in Congress over the environmental ramifications of increased production.

As expected, Bush will call for increased production of oil, gas, coal and nuclear energy, but the plan also sprinkles in tax credits for fuel-efficient vehicles and alternative energy supplies. Bush will seek oil and gas exploration in Alaska's Arctic National Wildlife Refuge and, for the Federal Energy Regulatory Commission, the property-claiming power of eminent domain in the placement of power transmission lines -- two of the most controversial measures in the package.

But with recent polls showing environmental issues to be a significant vulnerability for Bush, the plan carefully matches more controversial measures such as drilling on federal land with funding for alternative energy initiatives that are popular with environmental groups.

For example, $1.2 billion in revenue produced by leasing parts of Alaska's National Wildlife Refuge for oil and gas production would be used to fund alternative and renewable energy sources, including wind, solar, biomass and geothermal. Bush would provide new funds to the Low Income Home Energy Assistance Program with oil and gas royalty payments. And he contemplates lifting limits on access to federal land, but for the production of renewable energy.

The report's recommendations are largely general, and the White House chose to put off some of the toughest calls for agencies or Congress to ponder later. The task force provided no targets for energy production or the building of new power plants. It called for further study of the thorny issues of global warming, fuel economy standards, the handling of national monuments and the status of government lawsuits against power plants that expand without permission.

"America in the year 2001 faces the most serious energy shortage since the oil embargoes of the 1970s," the report says. "A fundamental imbalance between supply and demand defines our nation's energy crisis. . . . This imbalance, if allowed to continue, will inevitably undermine our economy, our standard of living and our national security."

Senate Majority Leader Trent Lott (R-Miss.) said he hoped to get the package approved by July 4, but cautioned that some of Bush's proposals "will be hotly debated."

Environmentalists last night criticized the plan for stressing production over conservation and alternative energy sources.

"I think there are a few good things on efficiency and renewable fuels, but they don't outweigh the damage done both by the production subsidies and the environmental exemptions and drilling in the Arctic," said David Hawkins of the Natural Resources Defense Council. "If you're a seller of energy, this is a good plan," he added. "But if you're a consumer of energy or a breather of air, like all of us, it's a bad plan."

Bush will begin with an executive order directing federal agencies to expedite permits for new power plants and other energy projects, administration officials said. A second executive order will direct agencies to prepare an "energy impact" statement -- much like the environmental impact study -- for "any regulatory action that could significantly and adversely affect energy supplies."

Those orders are among 105 recommendations in the report to be issued today by an energy task force that Bush convened four months ago under the direction of Vice President Cheney.

The report foresees a national gas pipeline system and a national electric power grid and reopens the possibility of reprocessing spent nuclear fuel, a practice not contemplated for decades. To expedite the building of power plants, the administration would eliminate what it calls "redundant" permitting requirements between federal, state and local authorities. Bush also wants to encourage the expansion of nuclear plants and to upgrade nuclear plants.

The plan also contemplates spending an additional $6.3 billion over 10 years on alternative energy sources, with $4 billion going for tax credits for fuel cell cars and hybrid cars. That would be in addition to the $5 billion of energy spending Bush sought in his budget request, including $2 billion for clean-coal technology. Credits include incentives to make homes more efficient and to use for electricity the methane gas from landfills.

Most of the proposals would require further congressional or regulatory actions. Forty-two of the recommendations deal with conservation and alternative fuels, 25 with international efforts to increase energy availability, and 35 with increasing supply and improving energy infrastructure domestically -- although an administration official acknowledged that such tallies don't necessarily reflect the report's emphasis.

On the eve of today's formal unveiling, the White House, in a last-minute turnabout, argued for the first time that Bush's energy proposals will have a short-term benefit that could alleviate this summer's expected energy crisis. "My plan helps people in the short term and long term by recognizing the problem and by expediting energy development," the president asserted yesterday.

Bush advisers, facing criticism from anxious Republicans in Congress, now contend that their proposal will cause a moderating of short-term energy prices as the market anticipates growing long-term supplies. Some energy experts were skeptical of that reasoning, arguing that oil markets have already accounted for the long-term supply increases Bush envisions.

But Bush advisers may be calculating that prices are expected to moderate in the coming weeks because of supply-demand changes that have nothing to do with Bush's energy recommendations. The Energy Department, in its latest forecast, argued that "supplies are expected to improve and the chances that spot and retail prices will calm down [perhaps even decline some from current levels] are good."

The shift in message from the White House came on the same day that Sen. Frank H. Murkowski (R-Alaska), chairman of the Senate Energy and Natural Resources Committee and a solid administration ally, sent colleagues a memo listing six "short-term options," which he argued "will solve our energy problems in the short term." Republicans in Congress are worried that the White House is insufficiently concerned that voters will blame them for energy shortages and rising prices. Bush and Cheney may be particularly vulnerable because both were oil executives.

Murkowski's possibilities, for which he listed pros and cons, were suspending the 18.4 cent-per-gallon federal gasoline tax; increasing imports of refined petroleum from Canada, Mexico and Venezuela by removing environmental requirements for reformulated gasoline; reducing the EPA's categories of "boutique" fuels to three regional blends; waiving the "oxygenate mandate" in fuels, another environmental provision; increasing the legal per-mile deduction for business or charitable gasoline use; and asking states temporarily to waive tolls on major roads during peak travel.

Murkowski said he agreed with the White House that Bush's plan "will send a strong psychological message that we finally have someone in the office who knows something about energy." But, he added, "I think we all need to come together and identify as much as we can on the short term."

Addressing the short-term problem yesterday, Bush called on the Federal Trade Commission to make sure no one was overcharged for energy. "We can make sure that any entity will not illegally overcharge," Bush told reporters after a Cabinet meeting at which he received the completed plan.

Meanwhile, Democrats and environmental groups are gearing up for a major assault on the plan, including a national television, radio and newspaper ad campaign and door-to-door canvassing in some states to get across their message.

Staff writer Mike Allen contributed to this report.
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