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U. S. Needs More: Conservation AND Energy of All Kinds

As T. Boone Pickens current campaign reminds us, there is no issue more immediately critical to the nation’s future than developing a national energy policy that reduces our dependence on foreign oil.  The current energy crisis threatens irreparable damage to the U. S. economy and our way of life.  U. S. dependence on foreign oil at $140 per barrel is $686 billion annually.  

The wealth of the nation is being exported to oil producing countries, some of which are our enemies.  Pickens makes the point that an energy policy aimed at reducing our dependence on foreign oil would likely have an immediate impact on crude oil futures, resulting in lower prices.

World crude oil production is 30 billion barrels annually.  U. S. crude oil consumption is 7.5 billion barrels, used primarily to fuel the nation’s transportation.  U. S. production (less export) is 2.5 billion barrels.  We import the equivalent of 4.9 billion barrels.  The U. S. consumes 25% of the world’s oil production.  We have 4% of the world’s population and 3% of the world’s proved oil reserves.

So, what’s the answer to the nation’s oil dependency?  Inevitably, the nation will have greater reliance on more efficient transportation – public transit, rail and waterway – and more efficient vehicles.  We will likely see more electric vehicles and greater use of biofuels, and, hopefully, we can find ways to make coal-to-liquid work.   

Natural gas – LPG or CNG – may be one of the most efficient, least expensive alternatives to oil to fuel transportation.  Pickens says wind should be used to replace the natural gas now used to generate electricity, freeing natural gas to be used in transportation.  (Some 22 percent of the nation’s electricity is generated with natural gas.)  The U. S. has an abundance of natural gas.  Natural gas at $12.50 per MCF is inexpensive in comparison to oil and is cleaner burning.  On a BTU basis, 1MCF of natural gas equals 8 gallons of gasoline.  Natural gas is used in many parts of the world to fuel automobiles and trucks.  Fueling the nation’s highway vehicles with natural gas rather than electricity would make it easier to retain the painless, time-tested pay-as-you-go method of funding highway programs.  

(At market close Thursday, natural gas was priced at $10.60.  Natural gas prices have followed oil prices down this week.  Observers say investment banks are liquidating their oil contracts to put cash on their books.)

The nation must also act to increase domestic oil supply.  Greater efficiency and more conservation are absolutely essential, but the public is beginning to understand it is imperative that Congress acts to open access to domestic oil supplies on the outer continental shelf, on federal lands in Western states, and Alaska, and to encourage fast-tracking of the solution of problems associated with coal liquefaction.  A recent Gallup Poll found that 57 percent of Americans would support drilling in offshore or wilderness areas that are currently off-limits to drilling, with 41 percent in opposition.  

Some congressional folk -- notably House Speaker Nancy Pelosi (D-CA) -- say they oppose opening new areas for development because oil companies have government leases now that are not being utilized.  It doesn’t make much sense that oil companies would pay billions of dollars for leases and not do something with them.  There are a lot of good reasons why leases don’t immediately become producing properties -- things like geological evaluation, environmental compliance, and development of infrastructure:

http://www.api.org/policy/exploration/upload/Facts_NonProducingLeases.pdf  

Much of the nation’s attitude toward outer continental shelf exploration is shaped by the 1969 Santa Barbara blowout.  Practices employed by Union Oil Co. at the time are in the distant past.  Current engineering techniques and drilling practices are employed to protect the environment as drilling proceeds.
Ironically, just about all of the world’s major drillers and oilfield service companies have their roots and home offices in the U. S.  The largest are:  

Transocean Inc. (NYSE: RIG) is the world's largest offshore drilling contractor.  Transocean employs approximately 12,500 people worldwide and has a fleet of 82 vessels and units as of May 17, 2007.  It is incorporated in the Cayman Islands while the principal office is in Houston, Texas.   

Schlumberger Limited (NYSE: SLB) is the world's largest oilfield services corporation operating in approximately 80 countries, with about 80,000 people of 140 nationalities.  The corporate head office is in Houston, Texas.

Halliburton Energy Services (NYSE: HAL) is a United States-based multinational corporation with operations in more than 120 countries.  Halliburton's major business segment is the Energy Services Group (ESG).  ESG provides technical products and services for oil and gas exploration and production. 

Baker Hughes (NYSE: BHI) is the world's third-largest oilfield services company behind Schlumberger and Halliburton, its main competitors.  Baker Hughes is headquartered in Houston, Texas and operates worldwide. 

National Oilwell Varco (NYSE: NOV) is a multinational corporation based in Houston, Texas, which manufactures land-based and offshore oil drilling rigs as well as all the major mechanical components for such rigs.  The company employs over 25,000 people and has over 600 facilities worldwide.  As of 2007, it is the fourth largest oil drilling services company.

Info on the Pickens Plan to reduce dependence on foreign oil is at: http://www.pickensplan.com/
Recent energy independence developments in Kentucky are commendable.
Energy Giants Collaborating with State to Study CO2 Storage

Kentucky is partnering with the newly created Western Kentucky Carbon Storage Foundation to advance the science of long-term carbon dioxide storage opportunities in the commonwealth.  

Peabody Energy, ConocoPhillips and E.ON U.S. formed the non-profit Foundation to work with the Kentucky Geological Survey in a project that includes drilling a well to test the Knox and Mount Simon geological formations at a site in Hancock County.

“The importance of carbon dioxide sequestration research for our state’s and the nation’s energy future cannot be overstated,” said Gov. Steve Beshear.  “Kentucky has been a strong supporter of efforts to develop partnerships and projects such as this one, and the results from this testing are crucial in our quest to develop and implement clean coal technologies and become a world leader in energy production.”

“Proving the feasibility of carbon storage in deep saline reservoirs is important for Kentucky’s future,” said Jim Cobb, State Geologist and director of the Geological Survey.  “The Kentucky General Assembly made this test possible through passage of the 2007 energy bill.  We are happy to be working with the Foundation and our industry partners whose participation is vital to the success of this research.”

“This project brings together a diverse energy team with a common goal of advancing the science of carbon capture and storage,” said Dianna Tickner, chair of the Western Kentucky Carbon Storage Foundation and Peabody’s Vice President of Generation and Btu Conversion. “The information and knowledge gained from this research will benefit both the commonwealth and the entire nation.”

Peabody and ConocoPhillips are doing a joint feasibility study for a large, commercial scale coal gasification project that would produce substitute natural gas.  The plant would be fueled by a new coal mine to be located in western Kentucky.  An analysis of multiple long-term carbon dioxide solutions is part of the feasibility study.

Beshear Says State Will Have Comprehensive Energy Plan

Governor Steve Beshear and Energy and Environment Cabinet Secretary Len Peters this week discussed options the administration will explore to make Kentucky a leader in energy self-sufficiency.  Beshear said a comprehensive plan will be available by September.

“We are all tired of seeing our hard earned dollars going overseas to countries that, for the most part, despise us, because we need their foreign oil to run our cars and trucks and heat our homes,” said Beshear.  “If ever there was a time for this country to become energy independent, that time is now. Kentucky is sitting on top of all of the resources it will take to aggressively pursue that goal.”

Beshear outlined more details of the goals and vision of the newly created Energy and Environment Cabinet, which incorporates the Departments for Environmental Protection and Natural Resources and the former Governor’s Office of Energy Policy. 

"It is imperative,” said Peters, “that we have policies and programs in place that allow us to utilize our energy resources in an environmentally sound manner and that help us to achieve energy independence. Our strategic plan will help us do that."

Beshear said he expects the comprehensive plan to:

Create thousands of additional jobs for Kentuckians in our energy sector. 
Result in Kentuckians using less energy. 
More fully use our wind, solar and other renewable energy resources. 
Reduce carbon emissions from electricity generation. 
Maintain and increase the state’s annual coal production levels. 
Use coal to produce enough liquid fuel to meet our transportation needs.  Kentucky currently consumes some 3 billion gallons (71.4 million barrels) of motor fuels annually. 

Pike County Makes Plans for Coal-to-Liquid Plant

Pike County Judge-Executive Wayne T. Rutherford announced this week the selection of a site for what officials expect will eventually be a coal-to-liquid plant that will produce 50,000 barrels per day of liquid fuel.  They estimate the cost of the plant at $4 billion.

The site, recommended by Pikeville-based Summit Engineering, is in the city limits of Pikeville, near the Levisa Fork of the Big Sandy River and near U.S. 23 and a CSX line.  The county will use federal and state grants to prepare the site and do infrastructure, including water and sewer. 

House Majority Leader Rocky Adkins, who is the General Assembly’s point person for energy legislation, was on hand to lend his support for the project.  Adkins is adamant in his support for greater energy independence.
Freedom’s Watch Demagoguing Gas Tax Issue
Freedom’s Watch rolled out a robot telephone campaign last week against 2nd Congressional District candidate David Boswell, charging that "Frankfort politicians like David Boswell" are doing nothing to "roll back Kentucky's gas tax this summer," according to a script of the call.  "If we can't depend on David Boswell to stand up for us today, when can we count on him?" the automated call asked. 

Democrat Sen. Boswell, Owensboro, faces Republican Senator Brett Guthrie, Bowling Green, in the November 2nd Congressional District race. 

The Freedom’s Watch web site declares its mission among other things to be “to promote the common good and general welfare of the American people by supporting mainstream conservative public policies” and to provide “.  .  . a credible conservative voice and strong leadership on pressing domestic and international issues to keep America strong, safe, and prosperous.”  The logical conclusion here is that the organization thinks having inadequate revenues for Kentucky’s highway program will help keep the state strong, safe, and prosperous.




















































