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Mr. {Whitfield.} 1 would like to call this hearing to
order this morning. This is our sixth of a multi-day hearing
entitled the American Energy Initiative. The topic today is
focusing on the challenges and opportunities for alternative
transportation, fuels, and vehicles. With gasoline prices
exceeding $4.00 a gallon in many parts of the country, it is
timely that we look at alternatives to petroleum derived
fuels for the transportation sector. Efforts to diversify
away from reliance on oil for cars and trucks have been
underway for a number of years and we know that i1t has been a
goal of the U.S. Government to be less dependent upon foreign
oil for many, many, many years. And so the purpose of
today’s hearing is to provide an overview of these
alternative opportunities. We need to know where we stand
today and where we would like to be in the years ahead as it
relates to alternative fuels and vehicles.

Most notably we have now more than 5 years of experience
with the renewable fuel standard which was first put into
place in the 2005 Energy Bill and was expanded in the 2007
Energy Bill. The targets for 2011 call for 12.6 billion
gallons of corn ethanol and additional amounts of other
biofuels such as cellulosic ethanol, biodiesel, and algae

based fuels. 1 should stress that many aspects of the
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ethanol mandate are going very well. Nonetheless there are
issues facing regulators as they translate the law into
workable arrangements as well as challenges facing refiners
and incorporating increasing amounts of ethanol iInto the
existing supply chain.

Biofuels, 1 might add are but one of the alternative
fuels in vehicles in the works. Vehicles that run on natural
gas continues to make inroads especially iIn the heavy duty
sector, propane vehicles are also seeing increased use.
Progress continues on electric vehicles and even cold to
liquids i1s another possible non-petroleum source of
transportation fuel. Each alternative fuel and vehicle has
its unique mix of attributes and more than one will play a
constructive role it the vehicles of the future.

However, as | indicated earlier there are obstacles to
overcome before new fuels and vehicles and technology can
take significant market share away from petroleum. Not only
must the alternative fuel In the vehicles be economically and
technologically up to the task, but the fueling
infrastructure must also be in place. As we are learning
with ethanol, we can get there but it is not always an easy
path. The good news is we have a host of alternatives that
show promise and are the subject of federal research and

development tax incentives and loan guarantees.
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But the fact that there have been so many false starts
since the federal government first got involved in
alternative fuels in vehicles In the 1970°s is a sobering
reminder that we need to carefully review our efforts. So
developing cost effective alternatives will take time and in
no way should serve as a substitute for taking steps to
reduce gasoline prices. We need to do both. For this
reason, the American Energy Initiative will pursue efforts to
unlock America’s vast untapped oil potential along with other
efforts.

So we also will have I think two panels of witnesses
today and we look forward to the testimony to all of you and
we do appreciate your taking time to be with us because your
testimony will be vitally important to help us get a better
understanding of where we are on this iImportant subject. And
at this time I would like to recognize the Gentleman from
California, Mr. Waxman for his 5 minute opening statement.

[The prepared statement of Mr. Whitfield follows:]
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Mr. {Waxman.} Thank you very much, Mr. Chairman. You
are correct that this hearing on alternative fuels in
vehicles 1s a very timely one. With gasoline prices over
$4.00 a gallon in some cities, the cost of our dependence on
oil 1s glaringly apparent to consumers.

For decades the Energy Information Administration
projected that U.S. oil consumption would grow year and year
and 1t did. [In 2005, nearly 60 percent of U.S. fuels were
imported and the future looked bleak: higher oil consumption
and more imports far into the future. Republicans claimed
then just as they do now that the solution was to produce
more oil domestically. Production has increased dramatically
since that time. Our domestic crude oil production has
increased by nearly 300,000 barrels a day. We have increased
our crude oil production to the point that we are producing
more oil today than we have at any time in the last 7 years.

And yet, gasoline prices are still climbing and the
money we spend on oil abroad continues to conflict with our
foreign policy goals and national security. The fact is more
U.S. production is never going to be enough to appreciatively
reduce global oil prices or U.S. imports of foreign oil. We
use 25 percent of the world’s oil, but we only have 2 percent

of the world’s oil preserves. So we could double or even
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triple domestic production and it is simply not going to
affect global oil prices all that much. In fact, this
subcommittee has received testimony that increasing domestic
production as has been proposed would increase production by
just two tenths of one percent a decade from now. The effect
that would have on gasoline prices would be negligible.

The key to making progress is to reduce, to focus on how
much oil we use and reducing our share of global oil
consumption from 25 percent can have a real impact both on
global oil prices and on imports. The new motor vehicle
standards promulgated by the Obama Administration i1llustrates
the benefits of greater efficiency. These carbon pollution
tailpipe stanches have had a remarkable impact. They are
projected to save 1.8 billion barrels of oil. They are
expected to yield net saving to consumers of roughly $130 to
$180 per year and $3,000 over the life of a vehicle.

In being able to bring efficient vehicles to the market
has greatly assisted domestic auto makers. General Motors
had a 27 percent gain in American sales led by strong demand
for its new compact sedan and more fuel efficient sport
utility vehicles. Ford earned $2.5 billion last quarter, up
22 percent from last year, as i1ts sales have shifted to more
fuel efficient cars. Most remarkable is the impact of these

standards on U.S. oil imports and consumption. The Energy
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Information Administration now projects that we will be
importing less oil in the future than we did in 2007,
reversing debt gains of increasing reliance on foreign oil.

And in a fundamental and historic shift, overall U.S.
consumption of oil is predicted to stop growing by requiring
improvements in how efficiently we use oil, the
Administration has reversed a dangerous trend. The
Administration wants to build on their success with stronger
standards after model year 2016. It is also working on
standards for trucks and other commercial vehicles. Those
standards could save even more money at the pump while
further reducing our dependence on foreign oil.

At the same time we need to continue our push toward
alternative fuel vehicles, whether they are plug in electric
drive commuter vehicles, long haul natural gas trucks, or
renewable fuels used iIn various vehicles. The Obama
Administration has made real progress on the seemingly
attractable problem. We are finally heading in the right
direction. 1 look forward to hearing from today’s withesses
about how we can continue and build on this progress. Thank
you, Mr. Chairman. Yield back my time.

[The prepared statement of Mr. Waxman follows:]
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Mr. {Whitfield.} Thank you and at this time recognize
the gentleman from Oklahoma, Mr. Sullivan for 5 minutes.

Mr. {Sullivan.} Thank you, Chairman Whitfield and thank
you for holding this important hearing today on challenges
and opportunities for alternative transportation fuels and
vehicles. With the price of oil over $110 a barrel, it is
vital that we look at alternative transportation options to
give consumers and businesses--excuse me--options at the
pump. Our national and energy security demand it. And given
the fact that 69 percent of the oil consumed in America is
used for transportation, two-thirds of which we import from
foreign nations, we are spending $2 billion per day importing
foreign oil. This is the largest transfer of wealth iIn the
history of mankind.

The U.S. has enough natural gas reserves to last us more
than 125 years. By diversifying our fleet--our vehicle
fleets, heavy duty trucks, and utilizing natural gas as a
transportation fuel we can significantly reduce U.S. demand
for foreign oil and begin doing that immediately. Almost a
month ago 1 introduced bipartisan legislation, The Natural
Gas Act, a common sense bill that makes real world solutions
to this major national security issue. Today | am proud to

announce that we have over 180 cosponsors on this bill
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including 22 from this committee alone.

The NAT Gas Act is designed to be a short term 5 year
market driving program to allow the economies of scale to
work with the production of natural gas vehicles and fueling
infrastructure. The bill calls for private capital
investment not by the Federal Government in the production
and use of natural gas fueled vehicles. The bill is
consistent with the goals of the National Energy Policy that
would encourage the use of clean burning domestically
produced fuel without the heavy hand of government mandates.

All told, this legislation will create over 500,000
jobs. As Congress debates energy solutions and many options
are offered up, but at the end of the day these options give
American consumers few real choices today. In the near term,
natural gas iIs the best present day alternative to imported
oil, one that can be put in place virtually overnight with
the support of the Nation behind 1t. And Mr. Chairman, |
yield back the balance of my time.

[The prepared statement of Mr. Sullivan follows:]
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Mr. {Whitfield.} Thank you, Mr. Sullivan. At this time
I recognize the gentleman from Illinois for the purpose of
making an opening statement.

Mr. {Rush.} 1 want to thank you, Mr. Chairman. And 1
want to thank the--all the guests for their participation and
for being here this morning. Today’s hearing is timely as
prices at the pump climb to $4.00 a gallon for regular
gasoline. It is extremely important that this committee
identify short and long term strategies and objectives for
developing alternative fuels for vehicles so 5 and 10 years
from now we won’t be having the same debates over rising gas
prices due to unrest in the Middle East.

For far too long, we have been seeing widely fluctuating
gas prices here in this country due to a lack of
comprehensive policies to move us away from imported oil and
petroleum. And every American--and every year or two we are
back iIn the same place exactly doing the same thing that we
find ourselves doing at this moment, discussing extremely
high gas prices at the pump but no closer to solving this
issue which has had such a devastating effect on the budgets
of American families, both lower and middle income families
who must once again choose between putting food on the table

or filling up their car in order to go to work.
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I look forward to today’s hearing to discuss both the
opportunities and the challenges that we face as we attempt
to transition to alternative fuels to power our cars and to
power our trucks. Americans love their cars and we love to
drive, so i1t only makes sense that we provide direction for
the American people and move our country away from its heavy
dependence on foreign sources of oil. As a representative
from a corn growing State of Illinois, I look forward to
learning more about the impact that corn ethanol has had on
the alternative fuel debate.

A few years ago i1t was thought that relying solely on
corn ethanol was the win-win alternative to diesel and
petroleum fuels. Since that time my office has met with
several constituents and groups that have informed us of the
impact of using corn ethanol for fuel and i1ts subsequent
effect on iIncreased prices for feed stock and the overall
fuel supply. So I am very iInterested to hear from the
experts here today on not only the impact of corn ethanol,
but also the opportunities for additional alternative fuel
sources for transportation including biofuels, electricity,
natural gas--liquids, and many others.

I believe if we are prudent and we work together, both
sides of the aisle, we can develop a policy for alternative

fuel production that would be to the benefit of all of our
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253 constituents and the American people as a whole. Mr.

254 Chairman, 1| sincerely hope that this can be an issue that we
255 can find common ground on and we can--that we can work

256 together on the issues for the good of this entire Nation.
257 1T we are willing to provide direction and funding to develop
258 alternative fuel supplies, we can provide economical and

259 practical benefits to Americans by decreasing the amount of
260 oil we import while also eventually decreasing the price our
261 families pay at the pump.

262 Mr. Chairman, however, we all understand that before we
263 are able to enjoy the benefits that will ultimately come from
264 alternative fuels we must first invest iIn research and

265 development of these supplies. And even if we are able to
266 come together on a comprehensive policy to develop these

267 fuels, we must also invest iIn the iInfrastructure to support
268 these fuels as well. So we have our work cut out for us and
269 1 am pleased today that we are taking our first step iIn

270 understanding where we are and what we need to do to move

271 forward. With that 1 yield back the balance of my time.

272 [The prepared statement of Mr. Rush follows:]
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Mr. {Whitfield.} Thank you, Mr. Rush. At this time 1
would like to introduce the first panel. We have with us
this morning Dr. Howard K. Gruenspecht who is the Deputy
Administrator of the U.S. Energy Information Administration.
We have Mr. Patrick Davis who Is the Program Manager for
Vehicle Technologies Program at the U.S. Department of
Energy. And we have Ms. Margo Oge who is the Director of the
Office of Transportation and Air Quality at the U.S.
Environmental Protection Agency. Thank you once again for
being with us and 1 am going to recognize each one of you for
5 minutes for your opening statement and there i1s a little
instrument on the table there that will show red when your
time is up. So--but we do look forward to your testimony and
what you have to say. So Mr. Gruenspecht, 1 will recognize

you for your opening statement.
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I
289 ANSTATEMENTS OF HOWARD K. GRUENSPECHT, DEPUTY ADMINISTRATOR,

290 U.S. ENERGY INFORMATION ADMINISTRATION; PATRICK DAVIS,

291 PROGRAM MANAGER, VEHICLE TECHNOLOGIES PROGRAM, U.S.

292 DEPARTMENT OF ENERGY; AND MARGO T. OGE, DIRECTOR, OFFICE OF
293 TRANSPORTATION AND AIR QUALITY, U.S. ENVIRONMENTAL PROTECTION
294  AGENCY

I
295 ANSTATEMENT OF HOWARD K. GRUENSPECHT

296 } Mr. {Gruenspecht.} Mr. Chairman and members of the

297 subcommittee, 1 appreciate the opportunity to appear before
298 you today. The Energy Information Administration is a

299 statistical and analytical agency within the Department of
300 Energy. EIA does not promote or take positions on policy
301 issues and has independence with respect to the information
302 and analysis that we provide therefore, our view should not
303 be construed as represented those of the Department or other
304 federal agencies.

305 The transportation sector and petroleum use are tightly
306 linked. 1In 2009, 72 percent of total U.S. petroleum use

307 occurred in transportation while petroleum products provided
308 about 94 percent of transportation energy. Light duty

309 vehicles, including both passenger cars and light trucks,
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accounted for 63 percent of total transportation energy use
in 2009. In that year, gasoline vehicles had an 85 percent
market share out of 9.8 million new light duty vehicles sold.
Flex fuel vehicles that could use gasoline over 85, hybrid,
electric, and diesel vehicles held 11 percent, 3 percent, and
2 percent shares respectively.

Looking forward, EIA’s annual energy outlook provides
projections for the U.S. energy system through 2035. Our
reference case 1s a business as usual trend estimate using
known technology and technological and demographic trends on
the assumption that current laws and regulations including
any applicable subset dates remain unchanged. We expect
vehicles other than those that can only be fueled with
gasoline to play a growing role iIn the reference case due to
both policies and rising fuel prices. And their share would
grow to 42 percent of projected sales in 2035. Flex fuel
vehicles represent the largest share of those vehicles with
sales of electric and hybrid vehicles that use stored
electric energy also grow considerable as do sales of diesel
vehicles.

Nonetheless, gasoline only vehicles maintain a projected
58 percent sales share by 2035 because they are able to
incorporate technology such as lightweight materials and

advanced engine and transmission components that improve fuel
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334 economy. Although growth in the number of drivers and

335 vehicle miles per driver results in a projected growth of 50
336 percent in light duty vehicle travel between 2009 and 2035,
337 overall light duty vehicle energy use increases by only 10
338 percent due to improved fuel economy. And projected light
339 duty vehicle petroleum use i1s about 8.2 million barrels per
340 day in 2035; the same level as in 2009 because there is a

341 shift away from petroleum toward other fuels iIn the

342 transportation mix.

343 There are really four key areas of uncertainty in these
344 projections: Tfuel prices, technology costs, consumer

345 acceptance, and potential changes in policies which are your
346 business not mine. In the high oil price case--and 1 know
347 many people think oil prices are high enough, but we have one
348 where oil prices doubled in real terms by 2035. We would

349 expect overall light duty vehicle fuel consumption to grow by
350 only one and a half percent by 2009 and 2035, and petroleum
351 use in 2035 would be only 6.6 million barrels for light duty
352 vehicles, a million and a half barrels below the current

353 level.

354 Vehicle cost is another factor that will play a critical
355 role iIn determining the success or failure of unconventional
356 vehicles in the future. For example, plug in hybrid and plug

357 1n electric vehicle incremental cost i1s heavily dependent on
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the cost of a battery. Just how much more these vehicles
will cost the consumer depends on future technology
breakthroughs or lack thereof which my colleagues will
discuss that.

Consumer acceptance is the third critical uncertainty
and I think some of the opening statements mentioned that
regarding the success of unconventional vehicles. And
alternative fuels as discussed in my written testimony
attributes such as cost and performance as well as refueling
infrastructure availability are essential to acceptance.

And finally, the future regulatory environment is also
uncertain. Fuel economy standards are currently set through
2016. We do assume that they are raised at least through
model year 2020 to reflect the requirements of the Energy
Independence and Security Act. But additional fuel
efficiency requirements that may be promulgated under
existing authority could also have a very significant impact.
Our annual energy outlook includes two fuel economy
sensitivity cases, one assuming a three percent annual
increase through 2025, the other assuming a six percent
annual iIncrease.

Again, In these cases we find sales of unconventional
vehicles grow dramatically to 70 percent of total sales in

the 3 percent case and nearly 90 percent of total sales iIn
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the 6 percent case compared with 40 percent in the reference
case. And in addition we would likely slow the rate of
vehicles stock turnover relative to the reference case. But
overall light duty vehicle energy consumption and petroleum
use decline relative to their 2009 level.

This concludes my statement, Mr. Chairman, and 1 would
be happy answer any questions you or the other members may
have.

[The prepared statement of Mr. Gruenspecht follows:]
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392 Mr. {Whitfield.} Thank you very much. And Mr. Davis,

393 you are recognized for 5 minutes.
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I
394 ANSTATEMENT OF PATRICK DAVIS

395 } Mr. {Davis.} Good morning Chairman Whitfield, Ranking
396 Member Rush, and members of the subcommittee, and thank you
397 for the opportunity to testify here today. 1 am Pat Davis,
398 Program Manager of the Vehicle Technologies Program at the
399 U.S. Department of Energy.

400 The transportation sector accounts for approximately

401 two-thirds of the U.S. oil consumption. Closer, you say,

402 thank you. Maybe two--there you go. After housing,

403 transportation is the second biggest monthly expense for most
404 American families. The President recently outlined a

405 portfolio of actions which taken together could cut U.S. oil
406 imports by a third by 2025 and these include programs that
407 would put one million electric vehicles on the road by 2015,
408 1ncrease the fuel economy of our cars and trucks, and expand
409 Dbiofuels market and commercialized new biofuels technologies.
410 Viewing these past, present, and future investments are

411 critical to reducing costs for American families while

412 reducing our dependence on oil and enhancing our national

413 economic and environmental security.

414 Making our cars and trucks more efficient is one of the

415 easiest and most direct ways to limit our petroleum
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consumptions and save consumers money. And while the
Department continues to work on improving existing engine
technology, today 1 will focus on alternative fuels
technologies.

As noted, the Administration’s goal i1s to put a million
electric vehicles on the road by 2015. 1In 2009, the U.S. had
only two relatively small battery manufacturing facilities
manufacturing advanced batteries for vehicles. Over the next
few years, thanks to Recovery Act investments, the U.S. will
be able to produce enough batteries and components to support
500,000 plug in and electric vehicles per year and
simultaneously create over 6,200 jobs.

At the same time, DOE projects a drop in battery costs
of 50 percent by 2013 compared to a 2009 baseline. To make
electric vehicles even more affordable, the President
proposes transforming the existing $7,500 tax credit into a
point of sale rebate, and our fiscal year 2012 budget also
proposes a new energy iInnovation hub, energy stored research
hub, and competitive programs to encourage communities to
invest in electric vehicle infrastructure.

Domestically produced biomass can provide a cost
effective alternative to oil while creating business
opportunities and jobs In the U.S., especially iIn rural

areas. U.S. DOE develops programs that both increase the
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current use of biomass technologies and support research
development and demonstration on the next generation of
biomass technology.

DOE’s efforts to increase the use of biofuels have been
strengthened by the expansion of the Environmental Protection
Agency’s Renewable Fuel Standard Program and DOE’s work with
EPA to understand the potential impact of E-15 on compliance
with vehicle emission standards. DOE is also making
investments in next generation biofuels, technologies from a
variety of feed stocks such as corn stover, wood waste,
algae, and other materials and we are exploring ways of
converting corn and cellulose to cost competitive drop iIn
substitutes for gasoline, diesel, or jet fuel.

Recovery Act funding also enabled us to invest in 29
integrated biorefinery projects to validate first of a kind
technologies at the pilot demonstration and commercial scales
which will further reduce risk to investment. These projects
are expected to generate at least 170 million gallons of
advance biofuels annually and bringing more commercial
biorefineries online will help us meet the Nation’s ambitious
renewable fuel standard goals.

In summary, DOE’s transportation portfolio will save
consumers money, reduce our dependence on foreign oil, lower

our environmental impact, and keep America on the cutting
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edge of clean energy technologies enabling us to build a 21st
century clean energy economy. Thank you again for the
opportunity to discuss these issues and 1 welcome any
questions you may have.

[The prepared statement of Mr. Davis follows:]
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470 Mr. {Whitfield.} Thank you, Mr. Davis. Ms. Oge, you

471 are recognized for 5 minutes.
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I
NSTATEMENT OF MARGO T. OGE

} Ms. {Oge.} Gentleman Whitfield, Ranking Member Rush,
and members of the committee, good morning. 1 really
appreciate the opportunity to appear before you today.

Biofuels can play a very important role In reducing our
dependence on foreign oil decreasing greenhouse gas
emissions, and improving the world economies. A year ago in
compliance with the Energy Independence and Security Act, EPA
finalized the Renewable Fuel Program commonly known as RFS
Program. This program established an annual volume standards
for renewable fuels of 36 billion gallons in 2022. This
includes 21 billion gallons of advance biofuels for that
timeframe.

When fully implemented, biofuels required by the RFS
would displace about 13.6 billion gallons of petroleum-based
gasoline in diesel fuel. That i1s approximately 7 percent of
the expected annual gasoline and diesel consumption in 2022.
This will decrease all imports by $14.5 billion and provide
additional energy security of $2.6 billion annually.

It should also reduce greenhouse gas emissions by an
average of 138 million metric tons of CO2 equivalent. This

i1s approximately the emissions created by 27 million vehicles
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on an annual basis. EPA strongly supports expanded use of
advanced biofuels especially cellulosic biofuels. When
Congress enacted ESA, it recognized that cellulosic targets
are very indeed aggressive. It included provisions directing
EPA to reduce the mandated levels set in the statute if
cellulosic ethanol production were lower than the statutory
requirements. Simply put, Congress did not require refiners
to use more cellulosic ethanol than would be produced on an
annual basis when they set those annual standards.

Unfortunately, the cellulosic industry is not developing
as quickly as Congress anticipated and we have had to lower
the cellulosic mandate for the 2011 timeframe in 2010. For
2010 and 2011, we set the cellulosic standard at about 6.5
million gallons which is substantially below the initial
targets of 100 to 250 million gallons for those years.
Although EPA has the discretion to reduce the total advance
and total renewable fuel standards, we did not do so mainly
because we expect sufficient volume of other advance biofuels
would be available in 2011 time frame.

We set the standards in a very transparent rule making
process based on the evaluation of the cellulosic industry
including discussions, one on one discussions with each
producers working with the Department of Agriculture, the

Department of Energy, and the Energy Information
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Administration. We intend to propose the 2012 standards
early this summer and to finalize them by end of November
2011.

The biofuel sector is a dynamic one. It is important
for us to evaluate and qualify new fuels where possible for
use In the RFS Program, corn and advanced and cellulosic
biofuels approved for the RFS include biodiesel and renewable
diesel from certain feed stocks, ethanol from sugar cane,
biodiesel, and renewable diesel from algae oil, ethanol and
diesel from approved cellulosic feed stocks in jet fuel and
heating oil from certain feed stocks.

We have also a process of evaluating new biofuels. Last
year we successfully evaluated canola based biodiesel as an
approved pathway. Lastly, 1 would like to briefly highlight
steps that we have taken to remove barriers from the
production of alternative fuels and vehicles iIn the auto
sector. Essentially EPA announced a new regulation that
would streamline and simplify the process by which
manufacturers of clean alternative fuel conversions systems
made them with said compliance where at the same time they
can maintain the mission control standards required for those
vehicles and engines.

In closing, EPA is currently working to successfully

implement the RFS Program both by following the specific
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direction established in ESA and by recognizing that the
statute™s strong intent is to replace conventional petroleum
derived fuels with advanced biofuels. | want to say that we
are currently witnessing a period of great innovation iIn our
country with respect to the development and introduction, not
just of the new fuels but also of new vehicle technologies.
We at EPA strongly supports this iInnovation and we believe
that the result in new fuels and new vehicle technologies
hold a tremendous potential to reduce independence on foreign
oil, save consumer dollars, and clean the environment.

Thank you for the opportunity. 1 look forward to your
questions.

[The prepared statement of Ms. Oge follows:]
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Mr. {Whitfield.} Thank you, Ms. Oge. 1 will recognize
myself for 5 minutes of questions. And once again we
appreciate your being here. Mr. Davis, you mentioned iIn your
testimony that by 2015, the goal was to have one million
electric vehicles on the roads. How many electric vehicles
are out there right or do you know?

Mr. {Davis.} Two hundred.

Mr. {Whitfield.} Two hundred.

Mr. {Davis.} Well, you know this renewable fuel
standard obviously is very important and I think it is also
important that we not look through rose colored glasses as we
try to anticipate the future. 1 was reading an article--two
articles recently. One was In the New York Times. This was
the 1917 issue of the New York Times, front page and it said
electric vehicles are the cars of the future. And then 1
read an article about a company in California called DC Green
that was formed a few years ago to go out and remodel service
stations to provide electrical outlets and so forth and they
are now In bankruptcy. So 1 was just--would you elaborate?
And it 1s my understanding that the Volt electric car for
example costs like $42,000. So would you elaborate a little
bit on why you are as optimistic as having a million cars by

20157
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Mr. {Davis.} Sure. Thank you very much for the
question. First of all let me say a million vehicles by 2015
is not the end point. It is a milestone. We want to get to
a million vehicles by 2015. We want to go beyond a million
vehicles to get to five million, 10 million, and even tens of
millions and we are really pretty confident that that
milestone is obtainable. And I would suggest that the
situation today is much different than In the "70s or any
other previous time.

We believe that the pieces are iIn place to achieve this
goal. First of all the Recovery Act, a battery manufacturing
facilities are In place to support the widespread production,
electric drive vehicles, $2 billion In batteries and electric
drive component funding that was matched by industry for a
total of 4 billion In manufacturing facilities that are
supporting--

Mr. {Whitfield.} So how many manufacturing facilities
are there out there now with on advanced battery production?

Mr. {Davis.} Well, the Recovery Act is supporting a
total of 20--

Mr. {Whitfield.} Twenty.

Mr. {Davis.} --and that is an entire supply chain from
the component level, annotes, cathodes, electrolytes, to cell

production, the battery manufacturing and assembly, and even
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to recycling. |In addition to the Recovery Act projects,
there is the tax incentive of $7,500. We are bringing the
cost of batteries down very quickly. We are highly confident
that we are going to meet our goal in 2015, the middle of
this decade to get to $300 per kilowatt hour. There is the
ATVM, the Advanced Technology Vehicle Manufacturing Loan
Program supporting manufacturers of advanced vehicles. In
addition to that the manufacturers have announced production
capacities that when you look at the total production and the
ramp up rates, total over one million vehicles through 2015.
Now that i1s announced production capacity. It doesn’t
indicate consumer acceptance or that consumers will buy those
vehicles. But we are very confident that the production
capacity will be there to meet that goal.

Mr. {Whitfield.} Yeah, you also mentioned that you want
to move from a $7,500 tax credit to a point of sale rebate.
How would that rebate be determined?

Mr. {Davis.} Well, the--of course the details of that
are still being worked out but the concept is that a consumer
goes into buy a vehicle will be much more incentivized by an
immediate $7,500 benefit off the cost of a vehicle versus
having to pay the entire price of the vehicle with the hope--

Mr. {Whitfield.} Right.

Mr. {Davis.} --of getting $7,500 back when they do
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their taxes some, you know, perhaps 12 months later.

Mr. {Whitfield.} Mr. Gruenspecht, not too long ago we
heard people talking all the time about hydrogen fuel cell
technology and I don’t really hear a lot about that today.

Or Mr. Davis, maybe I should ask you that question. What is
happening on the hydrogen fuel cell technology?

Mr. {Davis.} Well, fuel cell technology office is
making great progress. They reduced the cost of fuel cell
systems from about $275 per kilowatt in 2002 to $51 per
kilowatt today. That is a high volume production cost and
their ultimate goal is $30 per kilowatt. So we are getting
very close to where we need to be on cost. Infrastructure
and hydrogen production is--remains the most serious
challenge along with storage of hydrogen.

Mr. {Whitfield.} Okay. AIll right, my time is expired.
Mr. Rush, 1 recognize you for 5 minutes.

Mr. {Rush.} Thank you, Mr. Chairman. 1 think I will
ask Mr. Gruenspecht these questions. The Energy Security and
Independence Act once passed out of Full Committee and to the
House in *07 contained a renewable fuel standard with the
goal of reaching 36 billion gallons of renewable fuels by the
year 2022. Question iIs where are we? Are we currently on
pace to meet that goal and if not why not? What additional

steps are needed In order to make sure that we are on pace to
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651 meet that objective?

652 Mr. {Gruenspecht.} Thank you for that question. 1

653 guess from the soon after passage of the Energy Independence
654 and Security Act, EIA as part of its duty needs to put out a
655 projection and I think in the projections issued in 2008 and
656 since that time we have not been showing the 36 billion

657 gallon target being met. 1In large part the issue involves
658 cellulosic ethanol as well did specify my colleague that

659 industry is coming along somewhat more slowly than had been
660 anticipated by the framers of that legislation. There is
661 waiver authority and in our projection that waiver authority
662 i1s used to reduce that cellulosic mandate. But over time we
663 expect the use of renewable fuels to exceed that 36 billion
664 gallon levels. So it is really a matter of the speed with
665 which the cellulosic ethanol or cellulosic biofuels more

666 generally because it is not just ethanol. You can make other
667 biofuels out of cellulosic material can be ramped up.

668 Mr. {Rush.} Mr. Davis, on the discussion on cellulosic
669 biofuels, we have heard a lot of discussion about the greens
670 and the impact that this type of alternative fuel may have
671 some day in meeting our war on energy needs reducing our

672 carbon footprint and decreasing the price of gas at the pump.
673 Are there any--what are the most promising types of

674 cellulosic biofuels currently and when will this type of
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alternative fuel realistically have an impact on a commercial
scale? And are there any additional policies that can help
us move this process forward at a quicker pace iIn order to go
from a good idea to a better idea to best i1dea to reality?

Mr. {Davis.} Well, thank you very much for your
question. There i1s quite a lot built In there so let me just
try to touch on a couple things. You know first of all, the
biomass program within DUE has invested more than a billion
dollars In 29 integrated biorefineries. So these are
projects that are at the pilot scale, the demonstration
scale, and even at the commercial scale. And we--that $1
billion dollars investment has been matched by industry with
$1.7 billion and these plants in total would be able to
produce about 170 million gallons annually. And these are
projects that are--you know there are many different types of
projects represented iIn those 29 biorefineries. But they
represent mostly cellulosic projects converting cellulosic
resources into biofuels.

I would say you mentioned what kind of other things
could you do. One thing that could be done is a proposed iIn
our budget for--to support a reverse auction which would
support these commercial scale facilities becoming more cost
effective in the very near term. And could enable more than

50 million gallons annual biofuel production by 2014. So
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that is one thing. And I would say in general our R&D
program is continuing to lower the cost of these biofuels to
be directly competitive with conventional fuels in the long
term.

Mr. {Whitfield.} Your time is up, yes. Mr. Sullivan
you are recognized for 5 minutes.

Mr. {Sullivan.} Thank you, Mr. Chairman. And before I
start my questioning I would like to ask unanimous consent to
submit two statements for the record.

Mr. {Whitfield.} What are the statements?

Mr. {Sullivan.} The first one is from the American Gas
Association supporting my legislation H.R. 1380 the NAT Gas
Act and the natural gas vehicles in general.

Mr. {Whitfield.} Okay.

Mr. {Sullivan.} And the second is the one I would like
to submit Is a written statement for the record from the
National Petro Chemical and Refiner’s Association outlining
their concerns with the renewable fuels mandate.

Mr. {Whitfield.} Without objection.

[The information follows:]
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Mr. {Sullivan.} Thank you, Mr. Chairman. Mr. Davis, in
your testimony you don’t make any mention of the role of
natural gas vehicles--that natural gas vehicles contain our
nation’s transportation portfolio. 1 hear Secretary Chu talk
about electric vehicles all the time but he hardly every
mentions natural gas vehicles. This is perplexing given the
massive amounts of natural gas resources that we have in this
country and the fact that natural gas vehicles help reduce
all types of pollution. What is DOE’s position of the role
of natural gas vehicles or what is their position on the role
natural gas vehicles will play especially in the heavy duty
market? Why don”t natural gas vehicles have a primary place
in DOE’s strategy?

Mr. {Davis.} Thank you so much for the question, Mr.
Congressman. You know actually natural gas does play an
important role iIn our strategy. We supported natural gas
vehicles and the implementation of natural gas fueling
infrastructure for 17 years through our clean city program.
Most recently through the Recovery Act placing thousands of
natural gas vehicles on the road along with the
infrastructure that supports them.

I would say that the Vehicle Technologies Program being

primarily a research organization does struggle sometimes
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with the fact that natural gas iIs a pretty mature technology.
It is really more about deployment than it is about R&D. We

know how to build natural gas engines. We know how to build

natural gas vehicles and that i1s why we have concentrated our
efforts on natural gas through the Clean Cities Program. The
deployment arm of the Vehicle Technologies Program.

Mr. {Sullivan.} Well, again this year the
Administration’s budget request had no R&D funding for
natural gas vehicles. Why does DOE always seem to be
promoting alternative fuels of a distant future, stuff that
is 15, 20, 50 years or more--years away from possibly being
commercial to the exclusion of proven, cleaner, domestically
available fuels and technologies like natural gas vehicles
which could make a real difference tomorrow. Natural gas
vehicle technology is readily available and widely used
throughout Europe, South America, and Asia. There are over
12.5 million natural gas vehicles worldwide and we only have
150,000 here in the United States. Can you elaborate on
that?

Mr. {Davis.} Yes, thank you for your question. While 1
would say that first of all in fiscal year 2010 we put iIn
place some natural gas engine development projects and those
projects are under