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GOVERNOR [JI'M DOUGLAS:

Wl come governors, guests. Geat to
see everyone here at our 101st Annual
Meeting of the National Governors
Associ ati on.

Bef ore we get underway with this
norning's Plenary Session, | wanted to urge
all of you who haven't picked up a
transl ati on device and ear piece at the door
to do so. W're going to have a
presentation froma distinguished guest from
China in just a few nonents. No. They're
not for Haley Barbour. W're going to have
a di stingui shed Chi nese guest speaking wth
us in a few mnutes, so | would urge you al
to pick one of those up if you didn't get
it.

Well, this is an exciting tinme for
all of us who have this inportant
responsibility to our states and to the
people we serve, a difficult econom c and
fiscal environnent, and we'll be talking
about a lot of those issues over the course

of the next couple of days.
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We'l|l get underway very shortly with
our opening session. W're going to talk
about infrastructure. W're going to nake
the presentation, as we do each year, to the
Di sti ngui shed Service Award wi nners and
recogni ze our 15- and 20-year Corporate
Fel | ows.

First of all, may | have from ny
col |l eagues a notion to adopt the rul es of
procedure for the NGA Annual Meeting?

Moved by Governor [John] Bal dacci;
seconded by Governor [Chet] Culver. Any
di scussi on?

If not, all nenbers say "aye" at
this tine.

[All say "aye".]
GOVERNOR DOUGLAS:

Qpposed: "No."

The ayes have it and we've adopted
our rules. One of which, I want to rem nd
you, is that any governor who wants to
submt a new policy or resolution for
adoption at the neeting wll require a
three-fourths rule suspension vote, and any

of those initiatives ought to be submtted
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to David Quam of our NGA staff, no later
than 5:00 p.m tonorrow.

| want to wel cone a new col | eague to
t he annual neeting, Governor Jan Brewer of
Arizona. (Governor, thank you for being wth

us. We are delighted to have you and we

want to put you right to work, so I, at this
time, will appoint the Nom nating Comrittee
who will make a recommendation to the

Pl enary Session on Monday for Executive

Comm ttee nenbers and officers. | would

| i ke to appoi nt Governor Brewer. You want
to help me with your resune here? Governor
[Bob] Riley, Governor [Bill] Rtter,

Governor [M ke] Beebe and as Chairman of the
Comm ttee, Governor [M ke] Rounds.

We' ve got a nunber of distinguished
guests fromoutside the United States here.
| mentioned the Chinese delegation. W're
al so honored to have nmenbers of Parlianent
from our nearest neighbor to the north,
Canada. W have representatives of the
National U S. Arab Chanber of Commerce. W
have the head of the Korean Governors

Associ ation. W have a representative from
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Panpl ona, Spain, and we have a nunber of
former governors here at our annual neeting
as well, and we wel cone them and thank them
all for being a part of NGA' s annual
nmeet i ng.

| want to recogni ze our
di sti ngui shed host, soneone who has provi ded
trenmendous | eadership to the people of the
great state of M ssissippi, who along with
his wonderful w fe, Marsha, has worked
tirelessly over the last year or so to
prepare for this annual neeting of the
associ ation, our good friend, our host,

Gover nor Hal ey Barbour.
GOVERNOR BARBOUR:

Jim thank you very nmuch. | take no
offense at that smart aleck remark by you or
Governor [Joe] Manchin wearing his
ear phones.

W, in Mssissippi, and | literally
speak for all M ssissippians, not just those
who are fromthe M ssissippi @Qulf Coast,
wel cone the National Governors Association
back. The last tine we held this conference

was in 1935. And we just had the opening
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news conference over in the sister city to
Bi l oxi of Gulfport, which is imediately to
the west. And fromthe roomin which we
hel d the openi ng news conference, you could
see the Markham Bui |l di ng, which in 1935, was
a hotel where the National Governors
Conference was held. The Markham got about
three stories of water through it when
Hurricane Katrina hit here al nost four years
ago.

Several of you have nentioned to ne
that you had visited M ssissippi since the
storm and we are very, very proud of the
progress that's been nmade and that continues
to be made. But, as you can see, we're not
through. There's still nore to be done, but
the strong, resilient, self-reliant people
of south M ssissippi are up to the task.

The coast is com ng back bigger and better
than ever, and we are really glad to have a
chance to show it to you.

And one reason is every one of our
sister states hel ped us after the storm So
many of you sent National Guard, you sent

| aw enforcenent. W had 600, 000 vol unt eers,
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not from M ssi ssippi, who cane to vol unt eer
during the first 12 nonths after the storm
They canme from every state.

And, Jim 1'll have to tell you, the
first time that | realized how Aneri cans
were pouring out their hearts for ny state,
on Friday, after the stormcane in on
Monday, President Bush was here, and we went
over to a feeding station, and at the
feeding station, which is so crowded, and
whenever the President would cone, | would
usually try to get as far away as | could
just because of the crowds.

So | saw these seven guys standi ng
over under the edge, so | went over to speak
to them It turns out, they were from
Vermont. And they said, yeah, we drove
those big tractor trailers down there full
of food. | said, golly, that is so
fantastic. And a little man naned Eddi e,
who is older than | amnow said, this is ny
third trip.

It's just spectacul ar what people
did, what the states did, what your citizens

did and we'll never forget it. | nean that
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sincerely.

| want to thank you again for com ng
here. | have told everybody who was here
| ast night that this is going to be a great
conference. W've got a |ot of business to
deal with, sone serious issues to tal k about
and share ideas about solutions, but the
other thing is, we intend for you to have a
good tine. And if you don't have a good
time, it's your fault.

W' re going to have a great show
toni ght of M ssissippi Gammy w nners who
are conmng in to play. Your spouses today
are over at Keesler Air Force Base, where
t hey' re packi ng packages for our nen and
wonen overseas and for their famlies. And
Paul Overstreet, who is a several-tine
Grammy w nner, cane actually a day early to
go over and play for the mlitary famlies
and for our spouses.

It will be fun. Tonorrow norning,
there is going to be a gospel lunch, a
gospel brunch. | don't care what religion
you are or aren't, it's going to be fun.

Marty Stewart, who is a several -tinme G ammy
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w nner and M ssissippian, is going to
entertain, and he's incredibly tal ented, and
it wll be a good way to start your day.

So cone have a good tine while you
are here toni ght and tonorrow ni ght.

M ssissippi is known as the hospitality
state for a good reason, and we want to show
you t hat.

| should tell you this building was
devastated by Katrina. W had water about
20 feet deep in the coliseumpart. But then
much of what you are seeing has been built
since the storm part of our recovery. And
so we're very proud of it, want you to enjoy
it.

And wth that, governor, let ne say,
on behalf of all M ssissippi, for every
governor, welcone. W're glad to have you
her e.

GOVERNOR DOUGLAS:

Vel |, Hal ey, thanks so nuch. |
think it goes without saying that all the
Ameri can people are privileged to assi st
whenever other Anericans are facing the kind

of adversity that M ssissippians and
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Loui si ani ans did a couple of years ago and
we're glad we could help. Thanks so nuch
for putting this together. It's not a small
task to raise the resources necessary,
organi ze the events to nake sure that
everythi ng goes snoothly, and Haley and his
staff are doing an outstandi ng job.

Vel l, unfortunately, as all of you
know, the Chairman of our association is
unabl e to be here because of the fiscal and
economc crisis in his hone state. Governor
[Ed] Rendell is doing a great job |eading
our association. W wll mss him

But he is here through the magic of
t el ecommuni cations, and we're going to start
with a video nessage from our chairman and
then invite himto offer sone other remarks
as we get into our discussion on
I nfrastructure this norning. Chairman
Rendel I .

[ Video presentation given by Governor
Rendel | - - Wl cone Message and Nati onal
| nf rastructure Bank]
GOVERNOR DOUGLAS:

Thanks so nmuch for your | eadership,
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for your great work. It's been a privilege
to work with you during this past year.
Thanks for your hospitality at the
Centenni al NGA neeting |ast summer and the
special neeting that you nentioned with the
president-el ect and the vice president-elect
| ast fall, as well.

W'l get into our speakers in just
a few nonents, but Ed, are you there?
GOVERNOR RENDELL.:

Yes. | can hear you |l oud and cl ear.
It was a pleasure working with you this
year, as well.

GOVERNOR DOUGLAS:

Well, thank you, Ed. W're sorry
you are not here with us physically, but we
are glad you can participate. And we are
going to, as you suggest, junp right into
our discussion of the inportance of
repairing, enhancing and inproving our
I nfrastructure system W'Il| talk about how
we can get it done, and perhaps nost
| nportantly, how we're going to pay for it,
particularly in these difficult economc

times.
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W are really facing a
once-in-a-generation opportunity to address
our nation's infrastructure needs. As we
know, the challenges couldn't be greater.
After a century of buildup, our roads and
bridges are in disrepair, our water
I nfrastructure hasn't kept pace wth our
grow h, and our electric gridis little
different fromthe one that was envi sioned
by Thomas Edi son nore than a century ago.

We face enornous costs to bring our
I nfrastructure into the 21st century. An
estimated $2.2 trillion is needed over the
next five years, and while the recent
stimulus investnents have hel ped us to begin
this journey, we still have a long way to
go.

W're fortunate to have several
di sti ngui shed speakers with us this norning
to provide us with different perspectives
and insights into how we can get it done.

Vi ce Governor Zhang Dawei joins us from
Henan Province in China to share with us how
they're transformng their infrastructure on

a massive scale. Wck Morman joins us as
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chai rman, president and chief executive

of ficer for Norfolk Southern. He'll focus
on the inportant but often overl ooked area
of freight infrastructure and the
contribution it nakes to our econom c and
envi ronnental sustainability.

Then we'l | hear from Congresswonman
[ Rosa] DelLauro of Connecticut, to whom Ed
referred just a few m nutes ago, about the
prospects for the National Infrastructure
Bank that could hel p provide nuch needed
support.

We'll, of course, open the floor to
your questions, and | think it may nake
sense to do it after each individual
presentati on.

First of all, Vice Governor Zhang
Dawei joins us from Henan, China's nost
popul ous province that is hone to nearly 100
mllion residents. It's considered the
cradl e of Chinese civilization, housing the
capitals of a long |ist of dynasties back
t housands of years.

China is renowned for one of the

greatest infrastructure achievenents of all
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time, of course, the Geat Wall of China,
whi ch was constructed the begi nning of the
5th Century B.C and stretches over 4,100
mles.

More recently, China has been
engaged in a nmassive infrastructure
devel opnent effort. They realized, as we
have, that a robust econony depends on a
robust infrastructure, and they've been
I nvesting on the order of 9 to 12 percent of
their GDP in highways, ports, railroads,
energy and water infrastructure in recent
years.

As part of these investnents, China
Is also exploring the role of private
I nvestnent to hel p design, build, operate
and manage a 106 kil oneter four-Ilane toll
road i n Henan Province, which is part of a
key passage fromthe northwest mainland
areas to the sout heast coast.

China is tackling many of the sane
| ssues we face with respect to neeting the
needs of both urban and rural communities
t hrough new financing strategies while al so

consi dering environnental sustainability
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| ssues. These public and private

I nvestnents create a solid platformfor

gl obal commerce. They're key to hel pi ng
build the bridges of the worldw de econom c
recovery.

We' || be doi ng sinultaneous
translation, and at this point, | would
invite you to put your ear piece in and
begin to listen to the vice governor's
presentation. Wat a pleasure it is to
wel conme to NGA Vice Governor Zhang Dawei .
MR, DAWEI :

M. Chairman, |adies and gentl enen,
" m absolutely delighted to be able to cone
fromthe Yellow River, which is the cradle
of Chinese civilization, to cone to the Gl f
Coast of M ssissippi on the other side of
the ocean. |'mhonored to be able to
represent the governnment of Henan Province
at this annual session of the NGA. | thank
you all for the invitation to nyself and ny
col | eagues and al so for the great
hospitality and consi derate arrangenents you
have made for us. | |ook forward to having

this opportunity to exchange thoughts wth
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nmy col |l eagues on infrastructure. 1've given
you copies, in English, of ny remarks and
these are in the packs that you have.

I'"d like to take this opportunity to
just tell you, very briefly, sonething about
Henan Province, a bit of history, our
present and our future.

W have a very long history. W are
in central China and we are |ocated right
where the cradle of Chinese civilization is,
based on universally accepted criteria for
civilizations.

The people who first settled in
Henan were anong the first in all of East
Asia to enter the era of human civilization.
The earliest cities in China and the
earliest dynasties were all in Henan
Province. So for thousands of years, Henan
was the economc, political and cultural
center for sone 3000 years, and 20-pl us
dynasties set up their capitals in China in
Henan, and four out of the eight nost fanous
ei ght Chinese capitals were | ocated in Henan
Provi nce.

So this uni que geography neans t hat
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Henan is full of historical relics,
underground relics and museumrelics. W
rank nunber one in China in underground
relics, and even in above-ground relics, we
rank nunber two. The earliest witten
characters in Chinese were found in the
Anyang Yin ruins. W also have the hei ght
of Buddhi st structure in the Luoyang Longnen
G ottoes and these are part of the Wrld
Heritage List.

Now, many of you have heard of
Chi nese kung fu, which is Chinese marti al
art. The world fanous Shaolin martial arts
Is originated in Henan where Queen
El i zabeth, former President Putin of Russia,
and Jacques Rogge, the President of the
International Aynpic Commttee, all have
fond nenories of visiting the Shaolin tenple
i n Henan, and we hope that all of you have
the chance to cone visit the Shaolin tenple
to see it for yoursel ves.

Taiji boxing was al so founded in
Henan. It's fanous for body building and
the cultivation of the mnd and is

consi dered one of the nmarvel s of Chinese
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martial arts. Like Shaolin kung fu, it has
spread all over the world and i s now anot her
bridge for us in our cultural exchanges.

The Henan of today is grow ng
expl osively. W have 167,000 square
kil ometers of |and. W produce grain, oils
and neat abundantly. In fact, we rank
nunber one in China. W are the biggest
grain producer. W produce one-tenth of
China's grain. W also have anpl e energy
resources, nonferrous netals, bauxite,
trona, and many ot her types of ores.

Because we have such rich resources,
we have a pretty conplete industrial system
We produce Chinese food products, nonferrous
metal s, energies, raw materials and
equi pnent .

Also, we are in a very centrally
| ocat ed geographical |ocation so we connect
north to south and east to west. Qur
capital, Zhengzhou City, is the heart of the
Chi nese railway system W have 4000 tot al
kil ometers of railways, and three
north/south railways and four east/west

rai |l ways whi ch cut across our province. W
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are a hub of highways in China with 4841
kil ometers, which is tops in all of China.
We have three civilian airports in
Zhengzhou, Luoyang and Nanyang. But
Zhengzhou International Airport is one of
the eight major regional airports in China.

Now, our province is alnost 100
mllion. W're the nost popul ous one in
Chi na, and that neans we have a | ot of room
for investnent, consunption and market
growh. In recent years, with the stepping
up of industrialization and urbanization,
we've mai ntained a 13 percent growh rate,
and | ast year, our GDP reached 280 billion
U S dollars, which is fifth place in China,
and the sane is true, our industrial added
value is fifth in China; and therefore, we
are both very old and very young and very
Vi gor ous.

And what about Henan's future? W
have very good potential because we have
good conditions and a good environnent for
devel opment. Since |ast year, the
I nternational financial crisis has swept

over the whole world, and this has been the
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worst in the world econony since the G eat
Depressi on of the |ast century.

In order to cope with these risks
brought about by this econom c downturn, the
Chi nese governnent has issued its own
stinmulus package of 4 trillion RVMB [Ren Mn
Bi]. Half of this package is going to
| nprove the people's |ivelihood and for
maj or infrastructure and environnent al
conservation. This is not only going to
hel p China fight off the effects of the
gl obal crisis, it wll also stinulate
donmestic demand and stimnulate the
devel opnent of the econony.

Now, working together with the
central governnent, the provinces and cities
In China are using infrastructure
construction as a key project to drive our
economc gromh. This will be investnent
| ed. Last year, our total social investnent
exceeded two-and-a-half trillion U S
dollars. Right now, $600 billion is already
i n place and our overall econony is onits
way to recovery.

In order to fully utilize this
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opportunity, our province has now passed
various supportive policies, including
conmuni cati ons, energy, systens housi ng,
people's |ivelihood and environnent al
protection laws. So although this crisis
has affected us to sone extent, thanks to
this investnent-driven growh our GDP growth
in the second quarter of this year is still
going to keep billing at a 10 percent rate.
Ladi es and gentl enen and fri ends,
gl obal experience tells us that economc
devel opnent requires lots of investnent in
order to pronote industrialization,
ur bani zati on and agricul ture noderni zati on.
Wth our popul ation of alnost 100 mllion,
every year, as we accel erate our
organi zation, 1.5 to 1.7 mllion people are
going to be noving fromrural areas to our
cities. In this process, we nust avoid the
probl ens that have appeared in sone
devel opi ng countries where extrene poverty
appears, and this neans we absolutely have
to enhance investnent in infrastructure and
public service. W nust provide apartnments

and housi ng, basic education, nedical care,
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electricity, running water, public
transportati on and so on.

At the sane tinme, we also have to
provide | ots of job opportunities so that
t hese peopl e have jobs, have inconmes and
only then can they really enjoy the fruits
of devel opnent.

To do this, our governnent has
proposed a basic thought for our future
i nfrastructure devel opnent; that is, we wll
be noderately advanced and level. W w ||
start froma starting point of sustaining
and enhanci ng our econom ¢ soci al
devel opnent in the long-term but we al so
have to tackle key areas and weak links in
order to establish a nodern infrastructure
and a basic industrial systemto support our
gromh in a tinely way.

Now, in commrunications we plan to
make civil aviation a priority or we wl|
make the Zhengzhou International Airport a
key hub. It will becone an international
avi ation and cargo hub, and it wll have an
annual passenger throughput of 60 mllion

peopl e.
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Rail is also inportant both for
people and for logistics, and this has been
a bottleneck in the past few years. In the
next few years, Henan wll establish or
rebuild 4000 kil onmeters of track so that
we'll have a total of 8000 kil oneters of
rail ways in operation. O this, part wll
be hi gh-speed rail and we wll have traffic
between cities of rail transport exceedi ng
2000 kil onmeters, so that in one hour, we
wi || have a one-hour travel tine economc
circle covering the whole province with
Zhengzhou as the hub.

In energy, we will pronote the
devel opnent of scientific and technol ogi cal
I nformation and will change away from
tradi tional energy exploration and
utilization. W want to focus nore on
nucl ear, optical w nd, and other forns of
new and recycl able energy. W want an
energy supply structure which is clean,

sufficient, safe and reli abl e.

In terns of urban infrastructure, we

have to beef up electricity, water supplies,

and gas. Particularly, we have to build up
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rail systens |like the netro and inprove
public service facilities which affect
people's |ivelihoods or production, |ike
education, nedical care, culture and sports
and only then can we give conprehensive
support to our devel opnent.

In environnental protection, Henan
will take the lead in China for building
sewage and trash processing facilities. By
the end of 2047, every single county and
city in our province wll have been equi pped
wth its own sewage and garbage treat nment
pl ants.

In the next phase, we wll further
I nvest and i nprove crucial drai nage areas
and key areas. W need to transformold
boil ers and kil ns, reduce carbon em ssions
and t hereby make contri butions to reducing
t he greenhouse effect and cut back on gl obal
war m ng.

Ri ght now, Henan Province has
started investnents in all these areas, and
we already see results in sone of them But
as a whole, Henan Province is also still a

devel opi ng province. Qur infrastructures,
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public services like rail, aviation,
education, health and environnent are still
very i nadequate when you conpare it with the
huge demand. Therefore, we still wll need
huge i nvestnents in order to inprove these
systens. This huge investnent wll be

gui ded by the governnent, but it also
requires active participation fromvarious
social capitals, and this provides many
opportunities of nutual benefit and wn/wn
for the United States and for Henan

Provi nce.

Ladi es and gentl enen and friends,
this year will mark the 30th anni versary of
the establishnent of diplomatic rel ations
between China and the U S. For the past 30
years, both China and the U. S. --and the
whol e wor | d- - have changed profoundly. As
t he bi ggest devel opi ng country and the
bi ggest devel oped country, China and the
United States have both experienced ups and
downs, but still, we continue to progress.
We' ve had exchange in dialect at very senior
| evel s and at other levels, and this is now

covering areas |like politics, diplonmacy,
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econom c trade. W have over 60-plus
mechani sns for change and cooperati on.

Bilateral trade has risen from $2
billion U S dollars in '79 to over $300
billion |l ast year. W' re now each other's
second bi ggest trade partner.

In early years, there was very
littl e nongovernnmental exchange. Now, we
have 2.1 mllion people exchanging travel
each way, and every day 5000 people cross
the Pacific. There are now 35 sister
province state relations and 145 sister city
relations. The U S./China relations are now
one of the nost influential and exciting
relations in the world. This is good not
only for the people of our two countries.
It's also good for world peace and
devel opnent.

Henan is the sister province of
Kansas State of the U S., and to celebrate
this 30th anniversary of the ties between
our two countries, to pronote better
rel ati ons, our governnent, the Chinese
Peopl e' s Associ ation For Friendship of

Foreign Cities, the governnent of the State
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of Kansas and the Mdwest U S. China
Del egation is going to conduct a U S./China
M dwest Cooperation Forumin Zhengzhou in
Henan Province this com ng Cctober 10th.
The topic wll be exchanges, cooperation and
devel opnent, and we'll be having a
hi gh-1 evel summt as well as econom c and
cultural exchanges. W're going to be
covering topics |ike how the Mdwest can
better cooperate with China to deal with the
financial crisis, how it can cooperate in
agriculture, how we can have nore exchanges
in culture and educati on, how we can have
nore i nnovation and regi onal devel opnents,
and how we can have nore cooperation in
future exchanges and nodern | ogistics. And
by doing this, we wll help address the
financial crisis, and we wll build a new
platformto pronote exchanges and
cooperation between the U S. and China in
al |l areas.

Now, the NGA was established in 1908
and it's an inportant place where U. S.
governors can exchange ideas, where you can

I nfl uence the federal governnent's policies;
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and it's also an inportant voice in Anerican
society. M colleagues and | have been
payi ng great attention to this year's

meeti ngs and we have great expectations for
what you will achi eve here.

So I would like, on behalf of Guo
Gengnmao, the Governor of ny province, to
extend our sincere invitation to all of you
to bring delegations to attend our forum to
celebrate this event, and our invitation
| etters are already in your packets because
an energetic and prosperous Henan will | ook
forward to wel com ng you.

And, finally, | want to express ny
hopes for progress for both China and
Anmerica, ny hopes for a happy life of the
Chi nese and Anerican people and good health
and happiness to all of you here. Thank you
very nuch.

GOVERNOR DOUGLAS:

Vi ce Governor Zhang, thank you so
much for your presentation and invitation.
It's certainly clear that a |lot of the
chal |l enges faced by our two countries are

simlar, in terns of rebuilding our
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I nfrastructure and putting in place the
road, bridge, rail, electric and
t el ecomruni cati on systens that wll be
necessary for success in a global econony.

As you pointed out, we are |arge
tradi ng partners, and nmany governors have
| ed trade m ssions to your country, and we
| ook forward to continuing to build on that
rel ati onshi p.

Are there questions of Vice Governor
Zhang?

Agai n, thank you so much for taking
the tinme to be with us and bringi ng your
del egation with you, as well.

| would like to nowinvite Haley to
cone back to the podi um and i ntroduce our
second speaker.
GOVERNOR BARBOUR:

You can certainly have that back.
It wouldn't do ne nuch good.

It's nmy pleasure to introduce W ck
Moor man, who is the Chairman, President and
CEO of Norfol k Southern Railroad. Wck
joined the railroad in the 1970s, had a

nunmber of senior positions since then.
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Norfol Kk Southern is one of the |eading
railroads in the country, owns and operates
nore than 21,000 mles of tracks in 22
eastern states. Coal shipnent provides
about a fourth of their revenue, but they're
critical in transporting a wide variety of
products, cards, netals, chem cals paper and
agricultural products. NS appointed the
rail industry's first corporate
sustainability officer in 2007, released its
first sustainability report in 2008, and is
working to integrate sustainability
practices across its business.

As part of the sustainability
initiative, the conpany has devel oped an
I n- house green machi ne that enabl es shi ppers
to instantly cal culate the carbon di oxi de
savings fromgreater use of internodal
facilities and freight rail. Norfolk
Sout hern manages the Heartland Corridor, and
it's one of the nation's critical rail
transportation routes between Norfolk,
Virginia, and Col unbus, Ohio.

The heart of the corridor was

recently upgraded through a public/private

Merrill Legal Solutions

30



partnership to increase internodal freight
capacity by raising vertical clearances in
28 tunnel s.

Finally, NS, their |eadership on
sustainability is the use of advanced
| oconotive technol ogies to reduce idling and
fuel use. Norfolk Southern's expanded its
use of new | oconotives, known as CGenSets.
They're nulti-engine | oconotives that can
reduce nitrous and particulate matter
em ssions up to 80 percent and achieve a 40
percent reduction in fuel consunption.

O course, the reason I'mhere to
I ntroduce Wck is he's a native of
Hatti esburg, M ssissippi. Wck Morman.
MR MOORVAN:

Thank you, Governor Barbour. | grew

up about 70 mles fromhere, and when | get
down in this part of the world, | call it
M ssissippi, too. |I'mnow a resident of
Virginia, and a very proud one, governor, SO
up there, we say M ssissippi and spell it
out .

Wel |, thank you very nuch. Thank

you for the opportunity to be here. Thanks
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to the NGA for making this opportunity
available. | feel very privileged to be
able to participate in this discussion this
nmor ni ng about our nation's infrastructure.

And |' m obviously here today to talk
to all of you about the critical nature of
rail as a vital part of the solution to what
| think | see, and | know nmany of you see as
a loomng transportation crisis in this
country.

And | think that the fact that |'ve
been invited here in itself speaks of the
recognition that all of you--and that public
policy | eaders at all |evels--have and a
grow ng awareness that rail has to be part
of the solution, and that railroads offer
significant econom c and environnent al
benefits while helping to relieve the stress
on our nation's highways. And as you know,
hi ghway congestion, | think, is fast
becom ng public eneny nunber one in a | ot of
parts of our country.

And, certainly, all of you and the
nation's state houses are key to hel ping

provi de needed relief for transportation
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gridlock. And | want to say that |'m here
to speak on behalf of all of ny fellow rai
CEGCs in saying thanks to all of you for the
| eadership you' ve denonstrated and for the
relati onships that we've built with all of
you.

| should also say that while he's
| i stening on the phone, in Governor
Rendel | 's absence, that he is a longtine
supporter of railway devel opnent prograns.
We appreciate that greatly because we have
nore of our 21,000 mles of network in
Pennsyl vania than in any other of the 22
states that we serve, and we certainly
comend Governor Rendell for his |eadership
ininitiating this national dialogue and
effort to strengthen all of our nation's
i nfrastructure at such a critical tine.

Vell, | don't need to tell all of
you that our nation's transportation network
Is a very conplex interdependent system and
It demands the nost creative and cooperative
efforts of all of us to operate it on an
efficient basis.

Qur experience at Norfol k Sout hern,
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which is really what | want to tal k about

t oday, has shown that by working together in
public/private partnerships, we can achieve
far nmore in far less tine and with far
greater public benefits than any of us can
whi | e wor ki ng al one.

Now, in sonme sense, that's not a big
nystery. |It's not a big secret. W've been
doing this individually, with a lot of you
over the years, in terns of economc
devel opnent, where we partnered with you to
bring new industries into states, as well as
expandi ng the existing industries that are
t here.

These efforts, as all of you know,
are all about new jobs, raising tax
revenues, creating |local business growh and
creating business for the railroad. And
they're great things for all of us.

Let nme give you a few Norfolk
Sout hern nunbers. Al the other carriers--1
should say, I'll give you nunbers--all the
other rail carriers have their nunbers.

"Il talk about a couple of Norfol k Southern

projects. Al of the other carriers have
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projects that are al nost as good as ours.

But working with the states we
serve, just this past year, we |located 80
new i ndustries, we expended 35 new
i ndustries. That represented about a$2.2
billion investnment by custoners and by new
citizens of the states, and we created about
3600 new jobs. And those are mmjor
headl i nes, particularly in the economc
environnent we're in today.

If you | ook at the past 10 years,
just on Norfol k Southern, we participated in
the location or expansion of nore than 1100
new facilities. That represents an
i nvestment of $23.6 billion and created
nearly 55,000 new custonmer jobs just in the
territory we serve.

Now, it's our belief, and | think
the belief of a lot of people, that by
expandi ng that partnership concept across
state lines and broadening it we can achieve
maj or public benefits associated with
transportation infrastructure inprovenent,
that as | said before, none of us can do by

ourselves in any kind of reasonabl e or
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practical tinme frane. And this is also a
concept that works.

And | want to talk for just a nonent
about sonething that Governor Barbour
mentioned, which is our Heartland Corridor
Proj ect, because we see it as a great
exanpl e of how these public/private
part nershi ps can be | everaged to provide
additional rail transportation capacity on
our network with the public benefits of job
creation, |ess highway congestion, |ower
envi ronnental em ssions and fuel savings.

The Heartland Corridor is a Norfolk
Southern rail route. It connects,
essentially, the Virginia ports and Hanpton
Roads with the heartland of Anerica,

Col unbus, Chio, and then onto C evel and and
Chi cago. And what we've been able to do is
rai se cl earances and tunnels to allow us to
operate double stack railcars through that
corridor. |It's going to be open next year,
and when we do, it wll save about 200 mles
on the route, in terns of existing rail
transportation alternatives, and we'll take

a |lot nore trucks off the highways. It's a
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nodel public/private partnership, in that
we've had federal, state and | ocal support,
substanti al federal governnent support,
along wth state support from Virginia, Wst
Virginia, Kentucky and Ohio.

We opened the western anchor of this
route last year. |It's the Ri ckenbacker
I nternodal Facility and Logistics Park at
Col unbus, Chio, which we built in
partnership with the Col unbus Regi onal
Airport Authority.

And what's happening in global trade
Is nore and nore international trade is
entering the country through East Coast
ports, and we've seen this trend for sone
time now. And the challenge for us and for
the ports is to get that traffic inland and
to be nore conpetitive by runni ng quicker
over shorter distances, and the Heartl and
Corridor is a great exanple of how we're
doing that as a partnership.

And let ne just say, by the way,
that the federal funding for the Heartl and
Corridor canme fromthe 2003 SAFETEA-LU bill,

as part of the corridors of regional or
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national significance. O all the projects
that were authorized in that bill, there are
only three that are now underway. We'll be
finished in 2010, and we'll be the first
project finished, and we think that's an
absol utely great exanple of how the private
sector can work with the public sector to
really | everage investnent and get the job
done qui ckly.

Now, | et ne also nention that
there's an even bigger and better exanple on
the way, now that we know about heartl and
and we have done that, we have a bigger
project with a lot nore public benefit and
it's what we call the Crescent Corridor.
It's a 2500-mle route that stretches from
New Jersey, down to New Ol eans and Menphi s,
and will ultimately take it from New
Engl and, down into Texas, or as we like to
say, fromAustin to Boston.

This is an underutilized rail
I nternodal market right now. W don't have
the infrastructure capacity to provide the
truck conpetitive service that's really

needed to take a substantial portion of the
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now nore than 5 mllion truckl oads that
travel every year in that market.

And these i nprovenents that we're
tal king about will allow us to build that
truck conpetitive service, both in terns of
speed and capacity, to take those trucks off
t he hi ghway.

Now, | et ne be very clear about
this. W're not against trucks. |In fact,

t hey' re anongst our biggest custoners.

Gover nor Barbour nentioned what coal is, in
terns of our business, but an even bigger
percentage of our business is the internodal
busi ness, containers and trailers running on
the railroad.

And we're working with the trucking
I ndustry, with their partners to try and
address what they al so see as an
I nfrastructure crisis. The trucking
I ndustry, as all of you know, has its own
share of problens, fuel efficiency problens,
particularly with higher energy costs, big
problens with driver shortages, grow ng
probl ens with highway congestion and they

want us to help them get the | ong-haul
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trucks off the highway. The Crescent
Corridor is an ideal opportunity. The
average length of haul on the corridor wll
be about 1200 m | es.

So, very quickly, what are the
public benefits? Well, first, it creates
jobs. W estimate sone 41, 000 jobs over the
next decade just in the five states that are
nost directly affected by Phase 1:

M ssi ssi ppi, Al abama, Tennessee, Virginia,
Pennsyl vania. These are green jobs. | want
to say that again. These are green jobs
that ultimately help relieve congestion on

t he hi ghway, conserve fuel and reduce

envi ronnent al em ssi ons.

Just two days ago, we announced
construction of two new internodal termnals
near Birm ngham Al abama, and Menphi s,
Tennessee, that wll anchor one end of the
Crescent Corridor. W'Ill also be building
new termnals in eastern Tennessee,
Charlotte, and in Franklin County,

Pennsyl vania, and in all, we'll have to
expend or build 13 new internodal termnals

in 11 different markets.
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Now, | nentioned the big
envi ronnental and safety advantages, as well
as creation of jobs and raising tax
revenues. You've heard a | ot of these
nunbers, but |I'll say themagain. Rail is
far nore fuel efficient as a form of
transportation than truck. That's reduced
fuel consunption, |ower em ssions. One
train handl es the equival ent of 280
truckl oads, and a train can haul a ton of
freight 436 mles on a single gallon of
fuel .

So with that kind of efficiency,
here's sone of the nunbers for Crescent.
More than a mllion trucks taken off the
hi ghways every year; nore than 150 mllion
gal | ons of diesel fuel saved annually;
carbon em ssions reduced by nearly two
mllion tons a year because we're nearly
four times nore fuel efficient than trucks
on a ton-mle basis and an em ssions basis.

And the public will also save costs
related to hi ghway congestion. R ght now,
as all of you know, it's estinmated that

gridlock costs this country about
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$80 billion a year in wasted travel tine and
I n increased fuel consunption. Crescent
Corridor will save $123 mllion a year in
reduci ng hi ghway del ay.

Now, for the custoners and
communities that need this safe, dependable
delivery of goods, of raw materials and
finished products to grow, expand and
economcally thrive, the corridor provides
t hem a superior formof enhanced
transportation to do that.

Well, so how do we do this? Well,
["'mtelling you all about this because
Nor f ol k Southern can't pull this off onits
own. We've done all the nunbers, and | w |
tell you, if we could build it on our own
and make the nunbers work, we'd build it.
And over sone long period of tinme, we'll
continue to work on it.

But there are huge public economc
benefits and environnmental benefits, and we
see this as a perfect opportunity for the
public contribution, for the public
benefits, but a substantial railroad

contribution for the railroad benefits to
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make it a win-win solution. And as you
know, we're already working hard at the
state level. W appreciate your support,
and we're continuing to work at the federal
| evel , as well.

Long-termincreased rail
transportati on has to happen. Freight
volunmes in this country are projected to
grow 88 percent by 2025, and we have to
| mprove our national freight transportation
i nfrastructure to handl e that.

The railroad industry is prepared to
do its part and to do its part largely wth
private dollars. To give you an idea of
that, our industry has spent, in capital and
expense noney for infrastructure, about
$440 billion since 1980. It's a record
that's unparall el ed by any other industry.

But, | tell you, as we | ook at the
demands on our systens over the next 10, 15,
20, 30 years, we're not sure that we can
expand enough on our own to keep up, and
we're working with you on a |lot of that.

Now, at the risk of not overstaying

my welcone, | wll just say that | could
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stand here--1'Il be happy to answer

questi ons about our view of the econony, but
"Il just say, it looks |like maybe it's a
bonb, and if you want to get nore depressed,
we can tal k about that, as well.

But better days are ahead. Rail is
going to be an inportant part of those
better days. W, at Norfol k Southern, as
well as all of the rail industry, are
prepared to help the country continue to
nove forward as we have for the past 150
years. Thanks so nuch for inviting ne to
participate today. It's great to see all of
you, and | ook forward to working with all
of you in the future. Thanks.

GOVERNOR DOUGLAS:

M. Morman, thank you very nuch for
being with us. | know all the governors in
all parts of the country are interested in
doi ng what we can to include rail
I nfrastructure as part of our economc
future. New Engl and governors recently
articulated a vision for our part of the
country, and | know many of the rest of you

have, as wel | .
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Are there questions for M. Mornman
this norning? Haley?
GOVERNOR BARBOUR:

W ck, can you share with us thoughts
about the Panama Canal, which, as you know,

I s bei ng expanded, w dened, deepened?
Because of the congestion of the ports on
the West Coast, are the railroads going to
be prepared in 2015 or so to take this huge
I ncrease of container throughput that is
going to cone into the Gulf and sone of it
wi Il go around to the East Coast?

MR MOORVAN:

Well, that's a great question. As |
said, we are seeing the magration of traffic
already to the East Coast. And to give you
an exanple of that, | think in 2001, 2002,
of the international container traffic we
handl ed into this country, 80 percent cane
to us fromthe West and 20 percent cane to
us fromthe East. This year, it's nore than
50 percent through the East. So that
transition has already begun.

And | think, if you read different

studi es about the exact effect of the
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wi deni ng of the canal, but it's only going
to accelerate that, | think, as well as the
use of these enornous new ships, the 8000
TEU shi ps that are now being--in fact; sone
of themare in service.

W are doing a |ot of investnent
right now. Get ready for that. The
heartl and quarter is a big, big part of
that. Another big part of that is the Port
of Savannah, where we've already seen
substanti al increases. And Governor [Sonny]
Perdue and his team have been very hel pful
to us, internms of starting to expand the
capacity down there.

So the good news about--one of the
good news pieces about rail infrastructure
Is we can't do it overnight, but we can
respond a lot nore quickly, in ternms of
building rail infrastructure than you can
hi ghway i nfrastructure. A lot of tines, we
have the existing right-of-way to build on.
We work through the environnental issues
fairly quickly, just because there's already
arailroad there, and so it's already

property that's in a certain use. So if we
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have two to three years vision out in the
future, we can handle it. And I think
that's what we're doing very effectively
ri ght now.

GOVERNOR DOUGLAS:

Any ot her questions for M. Mbornman?
Gover nor Cul ver.

GOVERNOR [ Chet] CULVER:

Just qui ckly, what was the total
cost on that Heartland Corridor project and
how was it split between the private and
public?

MR MOORVAN:

The heartl and--ny experts are
sitting here with all the nunbers, but |l
make themup. W, in all, got about
$95 mllion out of safety |loop. The State
of Virginia was--State of Virginia was
al nost 10. West Virginia was a little bit
| ess than that. OChio primarily cane in

t hrough the Rickenbacker facility, but sone

other, as well. And the balance, which is
going to turn out--you will notice | said
the project was on tine. | didn't nention
the budget. We will put . . . +the total
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project is over 150. Now, we'll be around
70 to 80 of it. But, still, a great
cost-effective project, in terns of the
benefits.
GOVERNOR DOUGLAS:

Any others? M. Moornman, thanks so
much for being with us. The best of |uck.

Governor Rendell began to introduce
our next speaker by videotape a few m nutes
ago, but it's a pleasure to welcone a fell ow
New Engl ander to the podium and to the NGA
meet i ng.

Congr esswonan Rosa DelLauro, of
Connecti cut, has been focused on the need
for transparency and accountability in
I nfrastructure spendi ng and new sources of
funding, a sort of national capital budget
for sone tine, and it's a real honor to have
her with us this norning. Please welcone
Congr esswonman Rosa Delauro.
CONGRESSWOVAN  De L AURO:

Thank you very nuch, Governor
Douglas. |I'mreally delighted to be here
this norning with all of you to take part in

what is a very, very exciting and inportant
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conversati on.

And if | can, just for a second, |
woul d be rem ss, | have forner coll eagues
who are now in exalted positions, here.
Gover nor [John] Bal dacci, who | served wth,
Governor [Bill] Richardson have both served
in the House together. And, also, | want to
acknow edge CGovernor [Chet] Culver. Thank
you for participating in the | eadership
meetings in the House and hel ping us find
our way. And Governor [Brian] Schweitzer,

t hank you for com ng to Connecticut for our
Jef ferson-Jackson. Thank you very, very
much Bill. Bill is always giving ne

poi nters.

But | truly do want to say a
t hank-you to our host, really, and that's to
Gover nor Barbour, very, very nmuch. 1'm
pl eased to be here, and maybe for a couple
of hours can take advantage of that
hospitality before | junp on a plane to get
back to Connecti cut.

It's also great to see Governor
[Martin] O Mall ey and Governor [ Deval ]
Patrick. Thank you. And all the rest, who

Merrill Legal Solutions

49



| don't--you know, don't know as well as |
do, but thank you for the wonderful work
that you do. To Governor Rendell, | want to
say really a very special thank you to you
and to Governor Dougl as about the work that
you are doing on refocusing all of us on
national infrastructure and its inprovenent.
But for the invitation to be here today, to
have an opportunity to tal k about the

I nfrastructure Bank.

And it's a pleasure to listen to

Vi ce Governor Zhang, and to you, M.

Moor man, and | thank you both for your

I nsights and the exciting work that you are
doing. And M. Mworman, | think we could
really work together, if we got this

I nfrastructure Bank off the ground and hel p
toreally try to nake a difference.

And in ternms of infrastructure, we
are at a tinme of both great peril and of
great opportunity. Everyone here is well
aware of the economc troubles that we face
right now. As governors, you are on the
front Iines of our governnent response. You

know the difficulties that state budgets are
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havi ng, and what you are forced to do and
what - -t he everyday suffering, if you will--
that's been brought by this recession. And
Governor Rendell is in Pennsylvania today
trying to deal with this difficulty.

It is the | ongest recession that we
have seen since the Great Depression. The
unenpl oynent rate clinbed to 9.5 percent in
June, a 26-year high, and tragically,
Anerican famlies have | ost 18 percent of
their net worth in 2008.

But with these chal |l enges cones a
chance to nmake bi g choi ces about our
national trajectory and to get serious about
| nprovi ng agi ng and decayi ng i nfrastructure.

Looki ng over our history, it is
often in nonents of crisis, when our nation
has been truly tested, that w se | eaders
have taken the |ong view, and they have nmade
a strong investnent in infrastructure that
have both brought about renewed and
conti nued prosperity.

Even as a young republic, reeling
fromits first major financial crisis, the

pani ¢ of 1819, Governor Dewitt Cinton of
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New York held fast to his vision of a grand
canal connecting the Hudson River to Lake
Erie. And here is a dinton that even our
host, Governor Barbour, can get behind.

And thanks to his perseverance, what
has been derided as Cinton's ditch when
ground broke in 1817 instead becane the Erie
Canal , which transfornmed the econony of the
enpire state, vastly increased the financi al
| mportance of New York Cty, paid dividends
t hroughout the rest of the century. And the
tonnage on that canal did not peak until
1872, nearly 50 years after it opened.

And when Anerica faced its greatest
crisis, Congress passed and President
Abr aham Li ncol n signed the Pacific Railway
Act of 1862, donating the |and and issuing
t he bonds that would conme to formthe
Transcontinental Rail. By w sely planning
for the future, even as our nation was rent
asunder, Lincoln hel ped tie post-bellum
America together fromcoast to coast.

After the econom c depression of the
1890s, President and former Governor Teddy

Roosevelt cane into office avow ng a renewed
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commtnent to our infrastructure. He vastly
expanded the National Park Service, and wth
typi cal enthusiasm he brought
i nfrastructure not only to Anerica, but to
the world. The Panama Canal transforned
gl obal trade and yiel ded trenendous econom c
and strategic benefits for our nation.

And when the G eat Depression put
one-fourth of the nation out of work,
Presi dent and forner Governor Franklin
Roosevel t coupl ed short-term sol uti ons and
t hen unprecedented investnents in our
nati onal infrastructure, roads, bridges,
hi ghways, tunnels, parks, public buildings
were constructed all across Anerica through
t he works and progress of the
adm ni stration. The REA wred rural areas
for electricity. The TVA built
hydr oel ectric dans fromthe Tennessee Vall ey
to our north.

Time and tine again, our w sest
| eaders have kept their eye on the big
pi cture, and even during short-termcrises,
have nade | ong-terminvestnents in our

I nfrastructure. And for good reason,
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whet her you serve at the local, state or
national |evel, we know the econom c val ue
of infrastructure. For every $1 billion
spent on transportation projects, for
exanpl e, 47,500 jobs that cannot be
out sourced are created, and $6.2 billion in
econom c activity i s generated.

Meanwhi | e, the capital narkets,
I ncl udi ng central banks, pension funds,
financial institutions and sovereign wealth
funds are | ooking for sound investnent
opportunities and have a growi ng interest in
financing infrastructure inprovenents. And
the fact is, in Anerica, we suffer an
i nfrastructure deficit at the nonent. As
you know in your states, the Anerican
Society of Gvil Engineers estimates that we
need $2.2 trillion over five years just to
bring our infrastructure up to good
condi tion.

Traffic congestion creates a
$78 billion annual drain on our econony in
| ost productivity and wasted fuel. The
United States ranks 15th in the world in

br oadband access. El ectric utilities need
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to invest an annual average of $28 billion
for generation, $12 billion for transm ssion
and $34 billion for distribution of
electricity to keep pace wth denand.

The nunbers, jarring as they are, do
not even take into account the w der
opportunity of failing to invest in
I nfrastructure. The educational rewards of
rural broadband waste, the environnental
benefits of a clean energy grid squandered,

t he chances at economc growth sorely |ost.
And as of 2007, bridge collapse in

M nnesota, the failure of the levies after
Hurricane Katrina, as the citizens here of
Bil oxi know all too well, taught us
sonetimes the consequences of neglect nove
beyond the economc to the catastrophic.

W are at a fork in the road and the
pat hs before us are clear. Wen we ease the
burdens on commuters, nodernize our public
transportati on systens or ensure we have
safe drinking water, we are paving the way
for new growh and for opportunity. Wen we
fail to do those things, when we negl ect our

air traffic control systens or fall
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drastically behind other nations in
br oadband adoption, we create a costly drag
on our econony.

As Vice Governor Zhang's address
rem nds us, our friends around the world
understand the critical inportance of
i nfrastructure econom c growth and have
i nvested accordingly. China invests nine
percent of their GDP in infrastructure.
India, five percent and rising. Here, in
Anerica, we spend | ess than two percent of
GDP.

If it is true that a civilization is
nmeasured by the quality of its roads, then
we soon face a reckoning. Qur economc
conpetition around the world is increasingly
steep, and if we are not careful, we wll
fall behind. W can continue to be a nation
that mainly consunes or we can try to nove
back to being a nation that invests and
produces, and to do so, we need a 21°-
century national infrastructure policy that
makes us nore energy efficient, reduces our
reliance on foreign oil. That neans

constructing snmart power grids, designing
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bui | di ngs that consune | ess energy, nmaking
alternative fuels nore accessibl e,
di versifying our energy resources and nmaki ng
public transportation systens nore
efficient, all of which wll create new
mar kets for new jobs and jobs that cannot be
out sour ced.

For these reasons, and nany nore,
it's time to prioritize our national
i nfrastructure, but we need to be smart
about it. Sinply throw ng noney and
resources at the problemw lly-nilly wll
not pay the dividends we seek. In this
nmoment of peril and possibility, to
par aphrase a bel oved President Lincoln, the
dogmas of the quiet past are inadequate to
the storny present. W nust think anew and
act anew, which is why |, along with ny
col | eagues, Representatives Keith Ellison,
from M nnesota, Steve Israel and Anthony
Wei ner, of New York, have introduced the
Nati onal Infrastructure Devel opnent Bank
Act. The bill establishes a devel opnent
bank for Anerica, a new i ndependent entity

that can objectively consider public works
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projects and provide financing for those of
regi onal or national significance with clear
econom c, environnental and social benefits,
such as high-speed rail, clean water,

wast ewat er systens, a smart electric grid,
br oadband depl oynent to rural and

di sadvant age communi ti es.

The devel opnent bank woul d i ssue
30-plus year public benefit bonds and
provide direct subsidies to infrastructure
proj ects fromanounts nmade avail able from
t he i ssuance of the bonds. Funding fromthe
bank woul d suppl enent - - suppl enent, | add
that, not supplant-- current financing
mechani sns, and capitalized wth
$250 billion, $25 billion through
congressi onal appropriations, $5 billion a
year, over five years, and the rest subject
to the call of the Treasury secretary, as
wel | as a conservative |everage ratio of
two-and-a-half to one. That's based on the
Eur opean Devel opnent Bank.

The bank woul d have an ability to
i ssue up to well over $600 billion in public

benefit bonds, providing for an
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unprecedented | evel of infrastructure
I nvest nent across this country.

After 19 years in the House of
Representatives, 15 of which have been
focused on pronoting this concept--we don't
nove very quickly--1"ve devel oped a keen and
a firsthand sense of one reason why this
bank is desperately needed. You see, we, in
t he Congress, are very good at
conpartnental i zing, sonetines to the
detrinment of mmjor infrastructure
I nvest nent, where you need a holistic view
that may better serve the people.

The way that things are set up now,
a big nultistate project--and you know
this--or a project that crosses problematic
silos, and this becones before the Congress,
it usually has to contend with nmultiple
subcomm ttees, overlapping jurisdictions,
all of which can work to slow highly usefu
new plants or critical inprovenents.

Quite frankly, infrastructure
projects that do nmake the congressional cut
are all too often chosen on the basis of

port, path of the honme district, as it were,
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rather than utility.

Utimately, this bill ains to
depoliticize infrastructure investnents,
whil e creating new opportunities to directly
support and accel erate the kind of projects
that will make a significant and a | ong-term
i npact. In other words, the creation of a
Nat i onal Devel opnent Bank woul d nake it nuch
easier for states and nunicipalities to get
the inportant transportation, environnental,
energy and tel ecommuni cations projects they
need to get off the ground w thout getting
themtied up forever or drastically altered
by the Congress.

How woul d it work? | know sone of
you have had experience with the idea at the
state level, and a National Bank woul d
function simlarly. The bank woul d incl ude
a five-nenber board of directors, chosen by
the president, with advice and consent of
the Senate, with authority to consider
proj ects based on objective criteria and to
provi de financial assistance to qualified
I nfrastructure projects.

After this board sets out the
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criteria, a nine-nenber executive commttee
woul d accept applications, prioritize them
for the board. The executive conmttee
menbers, headed by the bank's executive
director, would al so serve as chi ef

financial officer, chief operations officer,
general counsel, other functions that are
characteristically needed for the day-to-day
operati ons of the bank.

At the sane tine, a risk managenent
commttee, headed by a chief risk officer,
woul d anong ot her things, ensure a diverse
portfolio of lending activities by region
and project type, and an audit commttee
headed by a chief conpliance officer woul d
work with i ndependent auditors to ensure the
bank is functioning properly, as a bank
shoul d.

The plan is nodeled after the
Eur opean I nvestnent Bank. [It's the European
Union's long-term | endi ng bank which, for 50
years, has raised private sector capital
fromaround the gl obe to | everage invest nent
I n, anong other things, transportation,

energy and telecomunications. It is
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wor ki ng wonders for them including an
anbi ti ous trans-European network strategy
that is integrating the continent wth

hi gh-speed rail and ot her nodes of
transportation, and it could work wonders
for us.

We have support from many groups in
t he busi ness and | abor communiti es,

I ncl udi ng the Anerican Society of G vil

Engi neers, the National Construction

Al liance, Building and Trades, AFLCI O the
U. S. Chanber of Commerce, Policy Link, SEIU,
t he Associ ation of General Contractors,
Transportation for Anerica, Governors
Rendel |, [Arnold] Schwarzenegger, Build
America's Future and others. Wen you can
get the U S. Chanber and the AFLCI O on the
sane track here, | think we've got sonething
that we mght be able to see cone to
fruition.

The bank concept al so enjoys the
support of President Cbama and nmany in
Congress. In fact, it has already been
budget ed. The President's budget provides

$5 billion annually for five years, a total
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of $25 billion, as in our bill. The House
budget provides $2 billion in fiscal year
'09 and $5 billion in fiscal year '10
towards a National Bank, and the
transportation, housing and urban

devel opnent appropriations bill that's now
novi ng through the House makes roomto fund
t he bank, should it be authorized.

So after a long and hard fight, |I'm
really pleased to tell you that we are on
the cusp of making this happen. If we're
going to do it, we need to do it right. And
frankly, 1've just seen a draft of an ONB
outline that it looks, to ne, |like a
pi eceneal version of the bank. And in that
pl an, the bank woul d be set up as a piece
within the Departnent of Transportation. It
woul d only focus on transportation projects.

In ny view, this is far too narrow a
vision. W not only lose all the enornous
benefits a bank would bring to its
environnental, energy and tel ecommuni cati ons
projects; under the proposal, we |ose the
ability to attract investnents and to

| everage private dollars.
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As former Treasury Secretary Mary
Peters has observed, there are upwards of
$400 billion available in the private sector
for infrastructure investnment. But under
this ONP proposal, governors will be left
with [ittle additional funding for their
honme states beyond what is currently at
t heir disposal.

Since the treasury--this is
I nportant to keep in mnd--the treasury
departnent is the sole entity that borrows
on behalf of the federal governnent and can
do so nore cheaply and efficiently than any
other entity. The banks should be under the
treasury's authority; otherwise, it just
becones a part of the Departnent of
Transportation and their existing finance
program W need to be thinking bigger.
And if ever there was a tinme to start
thinking big, it would be now.

We need to continue to have a
nati onal discourse about the future of our
i nfrastructure. | very nuch hope that the
di scussi on today and your | eadership

tonorrow and beyond and with resol uti ons on
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Monday will help to raise the profile of the
devel opi ng bank proposal. 1In his book, Bold
Endeavors, investnent banker Felix Rohatyn,
the former anbassador to France, head of New
York's Muni ci pal Assistance Corporation for
17 years, and a strong supporter of our

pl an, tal ks about the governnent's vital

role in rebuilding Arerica. And in it, he

makes a key point. "Anerican history .

he wites, and | quote, shows t hat
econom c grow h, the creation of wealth,
enpl oynent and opportunity are all built on
the platformof investnent, innovative
public investnent."

"Further . . ." he wites, "
every great Anerican President has sponsored
a great investnent project.”

He is right. Fromthe Erie Canal
and the transcontinental railroad to the
Federal H ghway Act and the Internet,
Anerica's economc vitality has al ways
rested on the foundation of our
I nfrastructure. The chapters of our
Ameri can success story have al ways been

witten in stone, and nortar, and iron, and
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in steel, in granite and in fiber-optic
cable and it's tinme now for us to cone
together to wite, in bold strokes, the next
chapter in infrastructure investnent for our
nati on.

And | truly look forward to working
with you. W can do this. W need to have
the courage and the will, the foresight and
the vision to nove forward on this plan, and
you can play an incredibly significant role
in raising the profile of this issue and
| etti ng your coll eagues, your nenbers of
Congress take your clout and use it to put
pressure on the institution that | serve in
to make this happen.

Thank you very, very nuch for
allowmng ne to be wth you today.

GOVERNOR DOUGLAS:

Thank you so much, Congresswonan
DeLauro, for being wwth us. W've had an
i nfrastructure failure. Qur Chairman i s not
on the phone any |onger, but he passed al ong
a question for you.

He noted, as you did in your

remar ks, that the adm ni stration has
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proposed the Infrastructure Bank as part of
an extension of the transportation
aut hori zation, and he notes that Chairmn
Qoerstar supports it. So the question, and
you' ve addressed this, is how can we work
t oget her, what can we do to be hel pful.
CONGRESSWOVAN  De LAURO

Wll, as | said, | think there is a

there really is an appetite to nove

forward on this. | can speak for the
Speaker of our House, Speaker [Nancy]
Pel osi, who | know is very, very nuch
Interested in this effort and has spoken out
about it. W would like try to nove on
Chai rman Qoerstar. Yes, indeed.

| think what we can't do is to limt
our vision to just making this part of the
Departnent of Transportation or nmake it
anot her piece of that agency; rather, its
strength, its strength is inits
| ndependence and as a bank. And, again, as
| conclude it, we need your help. W need
your voices and are happy to sit down at any
time, any place, anywhere and discuss this

w th people, and we need your voice and your
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aggressi ve advocacy of this concept to

| npress--look, this is a tough tine. W're
dealing with energy, energy |egislation.
We're dealing with healthcare and an econony
that's difficult. 1'mof the view that this
has to be part of that national discourse on
what happens with our econony.

And you are all facing very, very
difficult times. But that doesn't |essen
what you need to try to get done with
Norfolk or wwth other entities to try to
nove forward. And in that context, |
believe that with the kind of capitalization
that we can tal k about which requires the
Congress to nove on this, that you can help
us to get there, and in addition to that,
hel p yourself do the kinds of things that
you want to do to create a solid econonic
base in your own states.

GOVERNOR DOUGLAS:

Gover nor Ri chardson.
GOVERNOR RI CHARDSON:

Congressworman, | think your proposal
Is a very good one. If you could explain,

how would it work in an instance of--there's
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a high-speed rail effort by the

adm nistration, | think it's $8 billion.
There are 11 corridors that have been
selected. W, in the West, Governor [Bill]
Ritter and I, and Governor [Rick] Perry are
trying to have a corridor fromEl Paso to
Denver, and there's federal and state

mat ches.

Under your Infrastructure Bank,
could states apply? How would it work?
CONGRESSWOVAN  DeLAURO:

Well, that's actually the point.
First of all, let ne go back to the concept
that this is not to supplant the already
exi sting nmechanisns that are there to
finance these projects. This would be
anot her avenue of revenue. And, in fact,

Wi th such a project, the states could
request and apply for funding to the bank in
order to be able to get this financed.

VWhat we're | ooking at, because
| ocal |y, where you've dealt w th nunici pal
bonds and usual |y sonmewhat smaller projects,
such is the advantage of this, is that it is

projects of a national significant nature
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and regional in scope that will | ook at how
you can take traffic off the road, how you
can | essen congestion, how you can deal, you
know, that has an environnental benefit. It
obviously deals with job creation.

But that is the perfect setup for
the two states in order to be able to apply
to be able to get funding fromthis bank.
GOVERNOR RI CHARDSON:

Now, on your question that Governor
Rendel | asked you, | was very pleased that
you said that the House is going to nove
forward on a highway bill, but | read in the
paper today-- | think it was today,and | may
not have all ny facts--that this hi ghway
bill may be del ayed.

CONGRESSWOVAN  DeLAURO:

Well, you are right. You are
tal ki ng about the reauthorization of the
transportation, the transportation
reaut hori zation, and the Senate, |ast week--
just to bring you up to date--first of all,
the H ghway Trust Fund, as you know, is
about $8 billion short. There is a

comm t nent on the House side and on the
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Senate side, with Chairnman Rangel and

Chai rman Backus, to address that $8 billion
shortfall, and to do that before the August
recess, because tine runs out, in terns of
the trust fund at the end of August.

Now, the Senate already acted on the

reaut horization bill, and they extended it
for 18 nonths. | suspect that that's what
wi || happen in the House, as well, governor.

And that it's being worked out through the
Ways and Means Conmittee, but | think that's
what's goi ng to happen.

And rather than what happened in
prior years is that we've seen that it's
been a two-nonth extension, a three-nonth
extension, a five-nonth extension, and it
makes it very, very difficult to try to do
anyt hing and get done with that short period
of tinme. So that's why they noved, while
they're trying to sort out howto fund the
entire reauthorization, and Chairnman
Qoberstar is masterful in what he is doing
and what he's doing. But the issue is,
where woul d you get the funds to do it?

But, clearly, there is a
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determ nation to deal with the $8 billion
shortfall in the H ghway Trust Fund so that
we can nmake states whol e.

GOVERNOR RI CHARDSON.:

We've got a lot of projects in the
states ready to go that would suffer, so |
hope you succeed, and | commend you.
CONGRESSWOVAN DeLAURO

Thank you very nuch. It's great to
see you.

GOVERNOR DOUGLAS:

Well, an inportant topic. W are
runni ng over, and if ny coll eagues agree, we
need to get to a couple of other itens at
this plenary session and we'll nove right
al ong.

But | want to thank our speci al
guests, Vice Governor Zhang, M. Moornman and
Congresswonman DelLauro for being here on this
| nportant discussion on infrastructure.
Thank you all.

I'd like to ask ny col | eagues who
have sone presentations here to be as
expedi tious as possible, while still doing

justice to the topic over the next few
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m nut es.

And first of all, | want to call on
Governor [Deval] Patrick, who is going to be
our host a year from now, Mssachusetts,

M ssi ssippi, two long nanes with M both
Wi th coasts. Wll, conme on up here and tel
us what we're going to enjoy next year.
GOVERNOR PATRI CK:

Thank you, Governor Douglas. | am
proudly wearing the colors of Red Socks, and
Diane and |, and you are all about to get
your own colors to wear. Diane and | are
honored to host next summer's NGA neeting in
Massachusetts, and we very nuch | ook forward
to welcoming all of you and your famlies to
Boston in July next year. W are planning
meetings that are both productive and fun,
and we very nuch | ook forward, particularly
on the front side, to show ng you where
Anmeri can denocracy was invented, our
hi storical attractions, exposing you to our
cultural and artistic comunity, and just
showi ng off the beautiful |andscape, the
mount ai ns, the valleys and the coastline.

So plan to cone early. Plan to stay
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|late. And we're going to have sone version
of concierge services, | think, so that we
can help you plan your famly vacations
around that tinme, as well. Very nuch

| ooking forward to having you. And | want
to thank Ji m Dougl as and Ed Rendel | for
their | eadership and for the honor of giving
us this opportunity. Thank you.

GOVERNOR DOUGLAS:

Thank you. And there is a
Massachusetts di splay here at the convention
center, so feel free to stop by and get nore
I nformati on.

Now | want to call on Governor [Jan]
Brewer to tal k about a program call ed
Chi | dhel p. Governor.

GOVERNOR BREVEER:

| don't want to keep everybody
between their lunch. | know we're running
late. But | want to just take this tine, as
nmy first neeting that |I've been able to
attend as governor, to talk to you all about
sonething that's very near and dear to ny
heart. It's an organization called

Chi I dhel p USA. The national organization's
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headquarters are in Phoeni x, Arizona, and it
IS an organi zation that |I got involved with
because of the wonderful great work that it
does and because two dynam ¢ wonen, who were
entertainers in their younger |ives, decided
that they would put aside their career, if
you will, and to reach out and hel p those
abused children that we all have in our

st at es.

Statistics will tell us that five
children die every single day in the United
States due to child abuse, and these
children are in your states, as well as
m ne.

They're here today, and if | could,
If | could have Sara and Evonne pl ease stand
up, and if you would kindly acknow edge them
for me, | would really appreciate that.
They' ve been fighting child abuse for 50
years, and we've just cel ebrated our 50th
anni versary, and they've done narvel ous,
mar vel ous t hi ngs.

Today, here, probably sone of you
have noticed, at |least, that there is a bus

outside with waparound colors on it called
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To End Child Abuse Now Bus Tour, and it's to
raise attention, if you will, to everybody
that lives in America and awareness to the

I ssue of child abuse. And that includes the
Chi | dhel p national hotli ne.

So while you are here today and on
the table, you have got a piece of paper
here that explains what their mssionis, so
| don't need to explain that to you. But
first and forenost, we want you to know t hat
they're going to be out there in your
community. They've got the bus. [It's going
to go to each and every one of your states,
and at that tine, | hope that you have the
opportunity to wel cone them and participate
wth themto raise that awareness of people
because they are out there and they are
focused on encouragi ng and providi ng support
and resources for parents, famlies and
caregivers around the country.

And today, | have with ne a
Chil dhel p resolution. It's not an offici al
resolution of NGA, but it is a resolution
from Chil dhel p. Wat we're hoping is that

we can get all the 50 governors throughout
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the states to sign on to say that they too,
as governors of their state, they want to
prevent child abuse and they want to help
those famlies that are victins of child
abuse. It's a very, very worthy cause. And
"Il have this, and | would encourage all of
you either to conme by here before you | eave
or when we go into the governors session to
sign up with it.

So with that, |I've cut ny
presentation down, so | ask you
respectfully, all of you governors, to take
this sheet of paper, find Sara and Evonne,

I f you can, or reach out to ne, and let's
really make this issue sonething that we can
collectively do in each of our states and
make a difference. There's children hurting
out there. Thank you, M. Chairmn.
GOVERNOR DOUGLAS:

Governor Brewer, thank you very
much. And thanks to our guests from
Chi | dhel p for being here today, as well.

Qur next order of business is a very
special one. It's the presentation of the

NGA awards for distinguished service in
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state governnent and the arts. This awards
program of fers governors the uni que
opportunity to recogni ze their nost val uabl e
civil servants and private citizens. Each
of these honorees has nade sel fl ess and
i nval uabl e contributions to state governnent
and to public service. On behalf of all of
t he governors, |I'm honored to commend t hese
extraordinary individuals for their
commtnent to inproving their comunities,
their states, and indeed, our great country.

| want to thank the governors who
submtted nomnations for this year's awards
program Al of the nom nees were
out st andi ng, but, obviously, the selection
commttee had to fulfill its responsibility
to make these choices. And | want to thank
Bar bara Hafer, from Pennsylvania, who was
the fornmer state auditor and treasurer, who
served as the chair of the selection
commttee. | think Barbara is here.
Bar bara, thank you very nuch.

And to Mdge Rendell, the first |ady
of Pennsyl vania, who chaired the arts review

panel, and to all of the other nenbers of
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t hese sel ection commttees.

Awards are in several categories,
state official, private citizen and the
arts, and as | announce each w nner, | would
like to invite you to cone forward, along
Wi th your governor, if he or she is here,
and | want the governors from whomthese
I ndi vidual s cone, fromstates from which
t hese individuals cone, to cone up here and
make remar ks about each w nner.

In the state official category, the
first wnner is John Cooper, the fornmer
Secretary of the South Dakota Departnent of
Gane, Fish and Parks. Governor [M ke]
Rounds, pl ease cone up and introduce us to
t he honor ee.

GOVERNOR ROUNDS:

Thank you, M. Chairnman. Ladies and
gent | enmen, John Cooper served as the
Secretary of the Departnent of Gane, Fish
and Parks in South Dakota for two different
governors, but before that, he also served
as a US Fish and Wildlife Oficer for a
nunber of years. Before that, he served two

terns of duty in Vietnamas a Navy SEAL. As
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a matter of fact, he was on the SEAL Team 1.

John is a gentleman that truly has
been responsible for inproving the quality
of life for not just people who live in
Sout h Dakota, but for literally 100, 000
hunters and fishernen that cone in and enjoy
t he pheasant hunting season, the ducks and
the geese, as well as the fisheries.

He's al so been very actively
I nvol ved in taking care of clean water
| ssues, and in pronoting and negoti ating
changes in the Mssouri R ver water
resources plans. He's been an active
menber, not just in South Dakota, but in
coordinating with the other states, as well.

It is truly ny pleasure today to
I ntroduce to you a gentleman who has done
mar vel ous work over a long, |long career, M.
John Cooper.
GOVERNOR DOUGLAS:

Thank you, Secretary Cooper and
Gover nor Rounds.

Next, in the private citizen
category, fromVirginia, Dr. Terry

Di cki nson. | would like to invite Governor
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[TimM Kaine to cone forward.
GOVERNOR KAI NE:

We are engaged in an incredible
debate in the nation right now about the
future of our healthcare system Terry
Di cki nson woul d have been a good noninee in
any year, particularly right now Terry is
a dentist, by training, who served in the
Air Force as a dental clinician, practiced
as a private dentist, but then in the late
1990s, cane to Virginia, where he becane the
chair of the Virginia Dental Association.

He noticed that 47 mllion Anericans
don't have access to health insurance, but
many nore than that don't have access to
dental care. So Terry started sonething in
Virginia called the Mssions of Mercy, which
organi zed private sector dentists, dental
clinicians, hygienists and students to
provide free dental care around our state.
He's organi zed nearly 40 m ssions of nercy
since that tinme, and he has been responsible
for providing free dental care through these
net wor ks he has organi zed to over 30, 000

Vi rgini ans.
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The work that he's done with the
M ssions of Mercy has spread throughout
other states that have tried to enul ate the
work. Terry also organized a M ssion of
Mercy in New Ol eans in February of 2006 for
fol ks who had been hurt hard by Hurricane
Kat ri na.

This work is very inportant. Many
of you m ght have seen, the centerpiece
M ssion of Mercy takes place in Appal achi a.

It's next weekend, in the county fairgrounds

in Wse County, Virginia. |It's been covered
by “60 M nutes” and Newsweek. | have served
there, and I will be working as a vol unt eer

wth Terry next weekend, with ny wife, Ann.
When you cone to this, people start
lining up, driving fromall over the Eastern
part of the United States, Wdnesday or
Thursday. |It's now not just dental care.
It's all kinds of nedical care. And if you
wal k through the parking lot, you'll see
vehicles fromas far away as Gkl ahoma and
Fl orida, people comng in the nost powerful
nation in the world to seek free dental and

medi cal care.
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It's an incredibly hunbling and even
saddening thing to see, but the work that
Terry has done in bringing people together
Is tremendously inspiring. And his notto
Is, it's not about the care. [It's about the
caring.

So I'mvery, very happy to have
Terry Di ckinson here, to recognize himand
say, Terry, I'll look forward to being wth
you next week to continue your wonderful
work. You are a real credit to our
comonweal t h and our nati on.

GOVERNOR DOUGLAS:

Congratul ations, Dr. Dickinson.
Thank you, Governor Kai ne.

Now, in the arts categories, first,
from Maryl and, Mary Ann Mears. | would I|ike
to invite Governor O Malley to cone forward.
GOVERNOR O MALLEY:

Gover nor Barbour, thanks very, very
much for your hospitality and pulling us all
t oget her here.

|"mjoined by Mary Ann Mears, who is
one of the recipients of the Distinguished

Servi ce Award.
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It has been witten that Anmericans
lived in a present that is shaped by their
I ndi vi dual dreans of the future. And for
Mary Ann, her individual dream of the future
in Maryland was a future where every single
child had the ability to receive the quality
arts education that would unleash their own
creative potential, their own abilities to
think in creative ways.

This year, Education Wek nmagazi ne
decl ared that Maryl and has the best public
school systemin the United States of
America, and that is, in part, due to Mary
Ann's | eadershi p, her understanding that if
our children are to attain a higher |evel of
reading and math, that the arts and nusic
are critical to that drive.

Mary Ann, she worked with the
Maryl and State Departnent of Education. It
resulted in the adoption, for the first
time, of a voluntary state curriculumin the
fine arts and the integration of
out cone- based performance neasures in arts
educati on.

What does that nean? That neans we
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are setting up objective criteria that says
that this is true arts education, that
putting 20 kids on a bus to go visit a
museum once a nonth after school is not arts
educati on.

So Mary Ann has been a trenendous
| eader. She's a true chanpion for arts
education, and because of her efforts, we
are actually seeing sone trenendous progress
I n education in our state. Her |eadership
in the arts community has greatly inproved
the quality of life for our kids and their
out cones.

So Mary Ann, we're proud of you.

You make Maryl and proud. You make Maryl and
a better place. Thanks very, very nuch for
your | eadershi p.
GOVERNOR DOUGLAS:

Qur final award winner is in the
artistic production category, representing
the State of Florida, and in the absence of
Governor [Charlie] Crist, | would Iike to
tell you a little about Janmes G bson.

He's a resident of Florida, has been

since he was born there in 1938, began
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selling his paintings for $20 out of the
trunk of his car. Today, Janes estimates
he's painted nore than 10,000 Florida

| andscapes. Hi's work has been exhi bited at
the Florida Suprenme Court, the Florida House
and Washington, D.C., and has al so been
comm ssi oned by two governors of that state.

Janes lends his tinme and expertise
I n support of nunerous community projects
that benefit the less fortunate. He
vol unteers for art education prograns, as
wel | as social prograns that benefit
children, and crine and drug prevention
prograns, as well. He also contributes
regularly to charitable events.

Governor Crist says, and | quote,
“Janmes's artistic contributions capture the
beauty of this great state and great
excel lence to Florida's artistic community.
The generosity of his tinme and tal ent hel ps
bri ng greater understandi ng of the
| nportance of art for the public.”

Congratul ations to Janes G bson.

| want to take just a nonent, before

we break, to recognize the 15- and 20-year
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Corporate Fell ows who are playing such an
i nportant role in NGA' s activities,
especially in their support of the work of
our Center for Best Practices.

Qur Corporate Fell ows Program was
founded in 1988 and pronotes the exchange of
I nformati on between the private sector and
governors, where Corporate Fell ows can share
their uni que experiences, perspectives and
expertise through our research and
devel opnent arm

Cor porate Fell ows conpani es
denonstrate a conm tnent to inproving
cooperation and understandi ng betwen state
governnent and i ndustry, and hel p us devel op
bi parti san col |l aborati ve responses and
solutions to our nation's problens. There
are about 100 of Anmerica's top conpani es who
are Corporate Fellows. W deeply appreciate
their involvenent in NGA.

The 20-year nenbership Corporate
Fellows are Altria Cient Services, Blue
Cross Blue Shield, IBM Johnson & Johnson,
and Unilever United States.

15-year nenbers are Hall mark Cards
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and Kai ser Pernmanente.

On behalf of all the governors of
Anerica, let's thank these conpanies and all
of our Corporate Fellows for their
contributions.

Now, a bittersweet nonment at NGA
nmeetings, when we say farewell to a
col | eague who is noving on after his service
to not only this association but to his
state. | want to ask Governor Tim Kaine to
return to the podi um

Tim as everyone knows, IS serving
as governor of the Commonwealth of Virginia.
They don't |let themget reelected in
Virginia, so he is turning over the keys to
a successor next year. But we really
appreciate, Tim not only what you've done
for your state, but for your hard work in
NGA, as well, serving on the inportant
commttees and task forces of this
associ ation. You' ve been a real key part of
what we've acconplished over the |ast four
years.

Ti m has been involved in public

office for about 15 years, serving on the
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Ri chnond City Council, a couple of terns as
mayor, as |ieutenant governor of the
Commonweal t h, and, of course, as governor of
Virginia during the last term

He's done so nmuch in different
areas, transportation, infrastructure that
we tal ked about today, |and use pl anning,
education. They've all been priorities for
Timduring his service as Governor of his
state.

Sonmetinmes, as we all know, things
happen, difficult challenges that we need to
confront. W talked earlier about
M ssi ssi ppi, and what happened here on the
@l f Coast, and Governor Barbour and others
responded to the adversity faced by his
state.

Well, a couple of years ago, there
was a real tragedy for Virginia Tech, as |I'm
sure everybody here knows. There was a nmss
shooting, and Governor Kaine had just |eft
for a trade m ssion to Japan, but returned
| mredi ately to confort the students and
famlies, all of the staff who were on

canpus at that tine.
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In the wake of that tragedy,

Gover nor Kai ne issued an executive order
requiring those who are judged nentally ill
to be included in state databases to prevent
them from purchasing firearns, and that
executive order was later codified into | aw
by that state.

That was a tough tinme, but not
surprisingly Tim Kaine rose to the occasion,
and we're proud for what he's done for the
peopl e of his comobnweal t h.

So, Tim we are going to mss you.
We appreciate all that you' ve done. W hope
you wll keep in touch and val ue the
friendshi ps that you' ve nmade here at the
Nati onal Governors Associ ation. Best w shes
to you.

GOVERNOR KAI NE:

Thank you all very much. Thank you.
You are very kind. Thank you very nuch.

Pl ease have a seat. Please have a seat. In
Virginia, we are the only state where you
can just serve one term | think we're the
only state where the title is not "The

Honor abl e" but "Your Excellency." So
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there's a conpensation. | think they felt
i ke ei ght years of "your excell ency" m ght
be alittle nuch on your ego, so they just
gave you one term

But | have truly enjoyed it. [It's
been the great honor of ny life, for Ann and
| to have been here. And | just want to say
to each of you, being governor right nowis
the toughest job in the United States next
to being president. And every one of you,
every one of us has made, is nmaking and w ||
make very painful and difficult decisions,
and not a | ot of people understand how
difficult they are.

| understand. | applaud you for
your courage, for your backbone, for your
service. |It's been a treat to serve with
you and | look forward to working with you.
Toget her, we are going to continue to be
public servants together for a very |ong
time. Thanks very nuch.
GOVERNOR DOUGLAS:

The framed picture that | just gave
Tim he said he didn't recogni ze hi nsel f,

it's the picture wwth President Teddy
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Roosevelt and the governors a century ago.

Wl |, that concludes our plenary
session. I'msorry we went late. | think
sone inportant discussions, sone inportant
presentations. Let's all go to our
governor's lunch and busi ness neeti ng.
Thank you all for your patience.

[ Pl enary Session concl uded. ]
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GOVERNOR [JI'M DOUGLAS:

| invite the governors and others to
take your seats so we can get our afternoon
Pl enary underway.

Before we get into the presentation
this afternoon, our Plenary Session
yesterday ran a little long and there were a
coupl e of acknow edgnents that | intended to
make and would like to at this point.

W made presentations to a nunber of
di stingui shed public servants and private
sector individuals around the country who
were nom nated by their governors for
Di sti ngui shed Service Awards, and there are
four who are not with us today, but | want
to nention very briefly and thank their
governors for the nom nati ons.

Robert Genuario is secretary of the
Ofice of Policy Managenent for the State of
Connecticut. Secretary Genuario has hel ped
Governor [Jodi] Rell work through nmounting
budget deficits in crafting a budget for the
next couple of years that streamined the

state governnent, elim nated redundancy and
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I ncreases accountability while nmaking bold
I nvestnments in areas that need it nost.
Kat hl een Bl atz, fornmer chief justice
of the M nnesota Suprenme Court, was the
first woman to |lead the state's highest
court in 1998. She's a fornmer |egislator
and victims rights advocate. She
spear headed the Children's Justice
Initiative, which hel ps get abused and
negl ected kids out of foster care faster and
hel ps to inprove public trust and
confidence, and access to justice and court
t echnol ogy.
In the private sector category, John
Wal sh, of Florida: As |I'msure you know,
M. Wal sh has worked tirelessly for nore
than a quarter-century to educate the public
in the fight to |locate m ssing and abduct ed
children. He's the host of the television
series "America' s Mdxst Wanted," which
provi des an avenue for citizens to
participate in the apprehensi on of wanted
peopl e, identification of suspects or
W t nesses and recovery of m ssing persons.

And WII Allen of Wsconsin: M.

Merrill Legal Solutions



Allen is the CEO and founder of G ow ng
Power, an organi zation that supports the
devel opnent of community food systens. He's
a fornmer professional basketball player.
He's also a farner and community activist.
He's dedicated to supporting | owinconme and
small famly farnmers and bringi ng healthy,

af fordabl e food to urban areas.

On behal f of NGA, we congratul ate
t hese four Americans for their distinguished
service to their states and to our country.

Well, this afternoon, we focus on
ener gency preparedness. The |ocation of
this year's annual neeting, here on the
M ssi ssippi Gulf Coast, nearly four years
after it was devastated by Hurricanes
Katrina and Rita serves as a rem nder that,
as a nation, we nust always be prepared for
di sasters.

While not all areas of the country
face the threat of hurricanes, we need to be
ready to face threats of other natural
di sasters or of terrorism As we saw this
past spring and are likely to see in the

fall, we need to be prepared for energencies
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arising frompublic health threats, like the
HIN1 virus, otherw se known as sw ne fl u.

Today, we have with us our forner
col | eague and the current Secretary of
Homel and Security, Janet Napolitano, to |ead
t he di scussi on on energency preparedness.
Havi ng previously served as the governor of
Ari zona, she understands the chall enges
facing state and | ocal officials in
preparing for the unexpected. Her
commtnent to working wwth state and | ocal
officials and ensuring that our concerns are
heard and addressed will hel p strengthen the
partnership that's necessary to prevent,
prepare for, and respond to all types of
ener genci es.

In addition to the secretary, we
have with us several distinguished guests to
tal k about particular aspects of energency
prepar edness. Follow ng the secretary's
remarks, we'll have tinme for questions and
di scussi on before turning to our panel of
speakers.

Let ne invite ny coll eague, Governor

[Martin] O Malley of Maryland, to introduce
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our keynote speaker.
GOVERNOR O MALLEY:

Governor, thanks very, very nuch.
And it's ny hunbl e honor today to be able to
| ntroduce soneone--a wonman who many of us
know as our friend, who all of us know as
our colleague. And we're very fortunate, as
governors, to have one of our own at the
Depart nent of Honel and Security, soneone who
has served as a governor, who has had to
stand up in energencies and answer the
questions of, “Wat do you know? What are
you doi ng about it? and What should ny
fam |y be doi ng about it?”

As you know, Secretary Napolitano
cones to DHS after having served six years
as the governor of Arizona, where she
| npl emented one of the first state honel and
security strategies in the country, opened
the first state counterterrorist center,
spear headed efforts to transforminmgration
enf or cenent.

Madane Secretary woul d be heartened
to know that in conversations yesterday, the

governors were tal king about the inportance
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of our taking advantage of this nonent in

hi st ory--and your understandi ng of how
states work, and their inportance to

Homel and Security--by creating our own
special commttee on Honel and Security so we
can better interact with your departnent on
| ssues, whether it's hurricanes,
counterterrorism fusion centers or the

li ke.

Al ready, Secretary Napolitano has
coordi nated federal, state, |ocal and bi-
nati onal honel and security efforts. She's
presi ded over | arge-scale disaster relief
efforts and readi ness exercises. She has
hel ped us to | aunch a conprehensive strategy
on cyber security, sonething that's very,
very inportant to all governors.

And wi thout any further delay, |et
me i ntroduce our friend, our colleague, our
partner, and a person we're all very proud
to have as Secretary of Honel and Security,
Janet Napolitano.

SECRETARY NAPOLI TANO
Wl |, thank you, Governor O Mll ey

and Governor Douglas, and it's good to be
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back wth the NGA at the summer neeting.
It's good to be back in Mssissippi. The
last tinme | was here was with Governor

[ Hal ey] Barbour, and we were doi ng sone
revi ew of what had happened post-Katrina and
t al ki ng about energency response and
resiliency.

So let nme, if | mght, I"mgoing to
speak briefly about a couple of areas, and
then | will open up for questions. And |
rely, Governor Douglas, on you to be the
hook.

Suffice it to say that this is a
uni que tinme and there are uni que
opportunities here vis-a-vis states and the
federal governnent. |'mnot the only
governor in this Cabinet. | have three
col | eagues who have al so served as governor.
One, | think you will see |ater today,
Secretary [ Kat hl een] Sebelius, at HHS. But
al so the secretary of agriculture, forner
Governor [Tonm Vilsack, and secretary of
commerce, fornmer Governor [Gary] Locke. And
| think that illustrates that we understand,

particularly as fornmer governors, the
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| nportance of the states and how services
actually get delivered on the ground to
people and inprove the quality of lives of
peopl e that we all represent.

|"mgrateful to Governors [ Sonny]
Perdue and O Malley. They serve on the
Honel and Security Advisory Conmttee. | am
grateful to Governors [ M ke] Rounds and
[Chris] Gregoire for agreeing to serve on a
task force | created | ast week or announced
| ast week to review the color codes. W all
know, in Honel and Security, we have col or
codes. They've been around for a while.
Wl |, they've been around | ong enough to
ascertain whether that's the best way to
keep peopl e i nfornmed about what's happening
or whether there are other ways. Mybe we
keep what we have. Maybe we keep it for
certain segnents of the econony. Maybe we
change it. The task force has a very broad
m ssion with no preconditions and no
pre-deci sions except that it's tine to
review the color code situation. And |
woul d anticipate their report back to ne

with recomendati ons within 60 days, so
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we'll nove it right along.

" mal so, of course, grateful for
the work many of you have done with ne on
particular state situations and energency
stuff, whether it's just a phone call or
whet her we've had to do sonething--site
visits or the like--1 viewthis as a
partnership where we are supportive of you
in the efforts that you are making, and I
think you will hear nore about that from
Adm ni strator [Craig] Fugate when the panel
occurs. He's nodding yes. |It's a good nod.
Thank you, Craig.

| also think that the NGA
establishing a permanent conmittee on
security nmakes a lot of sense. There are so
many i ssues around that require |inkage
bet ween the federal and state governnent,
and to institutionalize a way that that can
occur and those communi cati ons can occur
just makes all the sense in the world, so |
encourage you in your efforts there.

| want to tal k about three issues
today with you. | want to tal k about Pass

I D, which we tal ked about a little bit at
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l unch. | want to tal k about information and
i ntelligence sharing at the |aw enforcenent
|l evel, and | want to tal k about HINI.

First, Pass ID: As we all know,
because we were sitting around this table a
year ago tal king about Real 1D, and every
governor was saying, this bill, you know,
just doesn't work for us. The benchmarks
are expensive or it's too inflexible. W
want to be secure. W're all security
governors. But Real ID, which was drafted
wi t hout input from governors, who actually
have to inplenent it, has sone flaws. It
needs a fi x.

So one of the things | did when |
becane secretary was to engage wth the NGA,
what is the fix. You know, how do we fix
Real I D so we neet the security principles
underlying it because we need a nore
standard formof identification that's nore
| aw enf orcenent secure? That's one of the
9/ 11 Conm ssion recommendations. W need to
nove forward on that. But we need to do so
in away that the states will actually not

only conply, but acconplish, and we need to
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| ook at ways to do it in a nore
cost-effective manner.

Hence was born Pass I D, otherw se
known as the Real IDfix. It has been
I ntroduced by a bipartisan group of
senators. It had its first commttee
hearing | ast week. Governor Douglas and |
costarred on one of the panels. | do think,
as | said at lunch, | thought we were
riveting and dramatic, but there was anot her
hearing going on that got all the press.

But in any event, in terns of inpact
on people noving this bill forward, this
year--this fall--is very, very inportant
because Real |ID deadline is Decenber 31,
2009. And ny viewis that we need to keep
that deadline as a hard deadline and have a
real sense of urgency about getting this fix
in place prior to that deadline.

So what |'m asking governors to do
IS not just wite a letter that you wll
sign on with NGA. That's a start. But what
| need governors to do is to nmake the tine
to personally visit with your senators and

congresspeopl e about this bill. The nunber
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Is S.1261. It's co-sponsored by Sens.

[ Kahi ki na] Akaka, [ CGeorge] Voinovich and a
nunber of others. W anticipate markup in
the Senate by the end of this nonth, so that
means it wll be noving.

But if NGA and the Departnent of
Honel and Security have taken the tinme and
trouble to negotiate and do a real fix,
which is what Pass IDis, it's a real
security bill that will actually be
I npl enmented, then we need to take the tine
now to get the fix actually passed this
fall. So |I share that wwth you and ask for
your direct, imedi ate personal help on the
bill.

Secondly, information and
intelligence sharing: | believe this is one
of the areas where the Departnent of
Honmel and Security can provide real val ue
added. Here's what | have learned in ny six
nonths in Washington, D.C. There is a | ot
of intelligence and intelligence anal ysis
about those who woul d seek to harm us,
particularly harmus in our honeland. And

It kind of circulates around i n Washi ngt on,
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D.C., and it circulates around pretty well.
| get a norning brief every norning. | get
all of that information.

But what we need to inprove upon is
how i nformati on gets shared to states so
that states not only are getting
intelligence, but are also inproving their
own analytic capability and capacity. It's
not just intel sharing, but it's also
anal ytic capacity that we need to be working
on.

So | spoke a few nonths ago at the
Nat i onal Conference on Fusion Centers. The
nmethod |"'mgoing to use to do this is the
fusion center concept, where you have
federal, state and | ocals co-located, and
I"'mdoing it in that fashion because sharing
information on a real-tine basis with all
t he many, many thousand | aw enf or cenent
departnents around the country | ogistically
doesn't make a | ot of sense. Having real
active fusion centers that can then nmake
their own i ndependent judgnents about what
needs to happen at the state and | ocal

| evel, that's a better way for us to go.
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So |l wll be looking forward to
wor king with you on how we strengthen the
fusion centers that we already have, then we
make sure that, as a goal, that every state
has at |east one fusion center. That we, in
addition to i nproving the anmnount of intel
analysis that is shared--that we al so, on
the receiving side, increase the nunber of
peopl e who actually have the appropriate
| evel of security clearances to review sone
of this information, so that everything
doesn't have to be scrubbed down to a
non-secret level. So it's inproving that
capacity at the state level, but also at the
federal |evel.

This is a long-terminitiative. It
wi [l not happen overnight. A lot of it has
al ready been started, but we need now to
mature it and create a web, a security web
for this country of information sharing and
anal ytic capacity. And that is sonething
that | wll be |ooking forward to working
wWth the states on in the right way, the
ri ght way, conscious of constitutional and

privacy protections that also are out there.
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There are a ot of issues that we need to be
very conscious of as we do this. But all of
our efforts wll be better if we are working
nore seanl essly in the information-sharing
envi ronnent .

Athird thing | would like to speak
Wi th you about is HIN1L. You know, | take ny
cues fromthe scientists and from history,
and the scientists and history tell us that
when you have a new flu, |ike HINL, and it
goes away, it will conme back. And we can
anticipate and should be planning, if it
were to cone back early this fall, fromthe
sout hern hem sphere, in sonme form sonewhat
different than the formwe saw this spring
and the formwe don't quite yet know and
cannot say with surety exactly what formit
will be.

This is sonmething that | think we
all need to be | eaning forward on because,
as we saw this spring, where HIN1 really
hits is school -age children. And when you
have to start thinking about schools, and
what you are doing wth schools, and whet her

sone schools may need to shut down, and then
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those children need to stay at hone .

but the whole point of this is to slow or
retard the spread of the disease . . . then
you' ve got issues about parents who need to
stay honme with their children and al so do
sone at-hone school i ng because the
Departnent of Education is very serious

about education should not stop if we have

to. . . if there is guidance that a school

or schools need to be cl osed.

And so that neans really thinking
about how you conti nue operations, how you
continue doing things. W need to be
| eaning forward on that now. Wy? Because

the school year starts in a few weeks in

many states. W' ve already seen sone sunmmer

canps cl ose because of flu. This thing
transmts very, very quickly. And we need
to be leaning forward in a very aggressive
post ure.

Doi ng that, neeting with your
private industry sector, neeting with your
education | eaders and nmaki ng sure they've
real |y thought through what they are going
to do and how they're going to do it, that
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wi Il not be wasted effort because even if
HIN1 doesn't cone or if it conmes back in
such a mld formthat it's negligible, these
efforts are good preparation for other sorts
of hazards that may appear fromtine to
time. So it's not wasted effort, but the
urgency is now, the timng is now.

So if I can summarize ny renmarks, we
need Pass ID. W need it before Decenber
31st. | need you to personally engage in
the bill that we have worked on jointly
bet ween the governors and the Departnent of
Honmel and Security. W need to be worKking
t oget her on the fusion centers, and how we
share and inprove information sharing in the
ki nd of environnment which we |ive, and we
all need to be leaning forward on HIN1 and
preparing for its reenergence in the United
States, tined with the begi nning of the
school year, which, by the way, for sone of
you, is also the sane tine as hurricane
season. So you need to be thinking through
how you do your energency operations,
response and alike if you are doing it in

the m dst of an HLN1 out br eak.
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So with those cheerful words, | wll
stop talking about it. | will close with
just one thing, and that is that | believe
the security efforts in this country have
never been stronger. And one of the things,
| know the governors in every city are
struggling with, is budgets. But securing
public safety cones first, and we want to
continue noving forward wwth the efforts
that we have started. So |I'm |l ooking for
ways in our departnent, at our |level, that
we can provide nore assistance and
flexibility in the states so the security
efforts keep noving forward, even in the
m dst of the econom ¢ downturn.

So | think the governors of the
country need to be congratulated for all of
the work that has happened post-9/11. It is
a different country now than it was then,
but the threat is different now than it was
then, and the governors have played a big
role in making sure that we are nore
prepared because if we are prepared, then we
don't have to live in a constant state of

fear. Thank you all very nuch.
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GOVERNOR DOUGLAS:

Madane Secretary, thank you so nuch
for com ng back to NGA and sharing those
t houghts with us. W all have such
tremendously inportant responsibilities to
ensure the health, safety and welfare of the
peopl e we serve, and havi ng your recent
experience as a governor in this role of
Honel and Security is going to help us
fulfill those responsibilities. So thank
you so nuch.

The Secretary will take sone
questions fromthe governors. (overnor
[ John] Lynch.

GOVERNOR LYNCH:

Madane Secretary, good to see you.
It's al so good to see a fornmer governor who
under st ands our issues heading up a
departnent agency |ike you do.

My question has to do wth FEVA
gui del i nes and whether or not there will be
an initiative or an effort to reviewthe
FEMA gui delines as they may apply after
natural disasters; and how can we be

hel pful, if there is such an effort to
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review the current criteria by which aid is
distributed to states or individuals?
SECRETARY NAPOLI TANG:

Thank you, Governor Lynch. The
answer is yes, we are |looking at all of the
policies and gui delines and regs emanati ng
fromthe Stafford Act. FEMA is based on the
Stafford Act. And ascertaining whether
things are really required by law w ||
require an adm nistrative rul emaki ng or
sinply with the policy that was grafted on
that coul d be changed adm ni stratively.

We're not close to being done wth
that review. | would--I don't want to give
us a deadline, but it is noving forward with
sone speed. There's a ot of stuff there.
But sone of the rules and practices, | think
to the extent we can be flexible, we intend
to be flexible. That's why |I think it's
great to have sonebody |ike Craig [ Fugat €]
at the head of FEMA, who knows what it's
| ike to adm ni ster energency funds in a
Stafford Act environnent.

So, yes, there is an ongoing

t horough review of all of the policy regs
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and so forth. At an appropriate tine, |
think we will be engaging with the National
Governors Associ ation, yet another reason to
have kind of a security standing committee
on sone of those things, particularly if we
need an adm ni strative rul enaki ng or

| egi sl ati ve change.

GOVERNOR [ JOE] MANCHI N:

Madane Secretary, | want to thank
you, first of all, for working on the Pass
| D and al so bringing a conmon sense
approach, as a governor, know ng what we
face. The Real ID had an awful | ot of
uncertainties and costs that affected us and
concerned us.

G ve us things that we can do, as a
bi parti san | eague of governors, to hel p get
this passed in a tinely fashion, and what it
really nmeans to get it passed by the end of
t he year.

SECRETARY NAPOLI TANG

Well, | think there are a coupl e of
things. One is, as | nentioned in ny
remar ks, neeting personally with your

congressi onal delegation and telling them
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about the urgency of this, and what are the
consequences if we don't anmend Real ID
bef ore Decenber 31st, in terns of access to
federal buildings, other federal facilities
and air travel.

Secondly, be willing to explain to
people that Pass IDis not a retreat at all

on security. W're not |essening the

security of the people of the United States.

We are noving it forward. Because Real ID
was, as | said at the press conference
earlier, becomng unreal, it wasn't noving
us forward to neet the 9/11 Conm ssi on
recommendations. Pass ID, because the
states have agreed to it, wll nove us
forward and nore quickly. The deadline for
conpliance with Pass IDis 2016. For Real
ID, it was 2017, so it's actually a quicker
I npl enent ati on.

But governors have huge bully
pul pits, and don't let a few naysayers out
there control the dialogue. Get out there
and say, no way! This is a bill that wll
nove us forward, and if it didn't, the

bi parti san group of governors woul dn't be
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supporting it, because governors are
security people. They start with security
first. | knowthat. W know that. So
engage them and use that bully pulpit.

And then the third thing is, be
available to the NGA |l eg teamon a
per son- by- per son, gover nor - by-gover nor
basi s, because as this thing noves through
the fall, they may need one, two or three of
you to nmake particular calls to particular
people at particular tinmes. So those are
the things | would suggest.

GOVERNOR DOUGLAS:

Gover nor G egoire.
GOVERNOR GREGO RE:

Madane Secretary, thank you for
joining us today. |If | could turn to HLNL
for a nonent: We talked a little bit
earlier, and I would like to thank you again
and reinforce the conference call that we
had with you and Secretary Sebelius when we
were all given the opportunity to ask you
guestions so we could dissemnate simlar
information to our public at |arge.

As a result of the round of HIN1, |
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assune that you have done sone debriefing

i nside the federal famly. Could you share
with us | essons | earned, and nost
particularly, anything that we could do
better in respondi ng should we have anot her
round of HINL in the fall?

SECRETARY NAPCLI TANC:

| think, first of all, on the
| esson-1| earned standpoint, the whole issue
of schools, and school closure guidance and
how that is to be handled, | think until we
started seeing the schools close, people
didn't fully appreciate what that neans and
how much centers around school s bei ng open.

And that's why |'murging us, as we
head into the fall school year, when the
HIN1 [ikely is com ng back, to really think.
Go back to last spring and think about what
happened when just a few schools were
cl osed.

And as the rethinking is occurring,
the CDC, and that's who we take our gui dance
from and they will be doing the guidance,
under st ands that school closure is not the

| deal nodel, but the better nodel is keeping

Merrill Legal Solutions

117



school s open as nuch as possi bl e and have
students at home who are sick. And that's a
| esson |l earned, | think they would say, at
the CDC | evel. So they're working now with
Secretary [ Anne] Duncan and others on that.

But as we all know, getting that
type of information out to and talking with
your state superintendents, your county
superintendents, school board, associations,
whet her they really have focused and t hought
t hrough what they would do. Do they have a
t ake- hone curriculumthat they're ready to
enpl oy should a school or schools need to be
cl osed for several weeks so that the kids
keep | earni ng?

That's the kind of followup that is
difficult to do at the federal |evel, and
that is the kind of followup that a
governor could easily convene a neeting or
two and say, okay, where are we? School is
about to start, what are your flu plans?
What are you going to do? How are you goi ng
to keep kids learning? Wat's your plan for
keepi ng school s open? That sort of thing.

So that was, | think, a | esson | earned.
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Secondly, a second | esson | earned,
and we will build onit, is that as we
communi cat ed about conmuni cations, we had
conference calls not just with governors,
but also with the private sector and ot hers.
We had sone conference calls that had as
many as 1200 participants to comrunicate the
sane information so that everybody knew what
we knew and what we did not know, because
it's a changing environnent when you are
dealing with a pandem c situation.

So those are the kinds of things
that we will build onin the fall. And has
uses other than--and, like |I said, all of
t hese things have uses other than a flu
pandem c--so all the work we do here and how
we enploy it is not going to be tine or
effort wast ed.

GOVERNOR DOUGLAS:

Governor [ M ke] Beebe.
GOVERNOR BEEBE:

Madane Secretary, let ne join in
t hanki ng you, too, for the continuing great
relationship that you've provided, | know,

to ne, and from what everybody says, from
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all your coll eagues.

Two things: First of all, all of us
know that it's the substantive response from
FEMA and fromthe federal governnent that
means so nuch, whether it's individual
assi stance or public assistance, and it's
t he substantive response of the federal
governnment that we all rely on.

Having said that, in a disaster, as
you know from your days as governor, it's
those first critical hours that calm
people's fears and restore their faith and
| et them understand that sonebody does care.

And | just want to tell you that ny
experience, wth you, personally, is it's
the governor's job to get out there even--|
can't put up new power |ines, and they
woul dn't want ne to, and, you know, | can't
rebuild a bridge or do any of those things
that repair danmage or restore lives froma
t or nado- - but what | can do, and what is
expected of ne, and what we can do in those
first few hours is be there and |let them
know t hat the power of the state is there

and avail able for hel p and assi stance and
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that there is hope for a better day.

You provide that on the federal
| evel , and you have provided it in the first
six nonths extraordinarily well. You don't
realize the response, in ny state, when the
press was standi ng around, and ny cell phone
rang and it was you. First of all, | don't
know how you got mny cell phone nunber. But
it had .

SECRETARY NAPOLI TANO

| got your nunber.
GOVERNOR BEEBE:

But it had a trenendous positive
effect on people who were scared and
di scouraged and frightened. | know you can
get jaded. | know you can get overwhel ned.
| know you can get so backed up and so busy
with all of the responsibilities, and
sonetines, it's easy to forget little
t hi ngs.

But let nme just, one, conplinent you
on what you have done so far in that regard,
by being there for us telephonically or any
ot her way so that we can start to rebuild

t he hope of people imediately after a
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di saster and encourage themnot to quit, not
to quit doing that, not to let that part
sl i de.

The second poi nt
SECRETARY NAPOLI TANG:

| woul d encourage you not to change
your cell nunber.

GOVERNOR BEEBE:

The second point is, about the
fusion center, as | understand where you are
headed with that, in terns of better
communi cati on between the states and the
federal | aw enforcenent agencies on
I ntelligence gathering and di ssem nati on;
iIt's alnbst going to require a two-tier
| evel of folks in the fusion center, at
| east on the state level: Those that need
to be there for carrying out specific
duties, broader duties of what a fusion
center entails; and then a snmaller group,
whi ch just happens to be housed there
because that, apparently, is the best way
for you to communi cate, a smaller group that
woul d have hi gher security clearances that

under certain circunstances would get nore
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sensitive information that would not be and
shoul d not be available to the broader
popul ation in the fusion center.

Do you have plans in place and how
qui ckly can you share with us what you woul d
like to see the states do in response to
that? Because | assune you are tal king
about FBI security clearances and even
hi gher security clearances that, as you
know, take a long, long tinme, if you don't
al ready have them And there's a tinely .

a tineliness factor to this issue.

And so do you have any thoughts or
do your people have any thoughts that they
can get out fairly quickly and have the
governors identify as a few people or maybe
a few people that you woul d envi sion would
be on that upper level of information
sharing in a fusion center so that if
sonet hi ng happened three nonths from now or
si x nmonths from now and we would need to
know about it, we wouldn't be constrained in
receiving it?

SECRETARY NAPOLI TANG:
Right. A couple of things: First
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off, the fusion center, you have two
concepts or two institutions that coexist,
and in ny view, need to continue to coexist.
One is the fusion center, which is kind of
an all-threats, all-hazards way of sharing
I nformati on; and then you have your joint
terrorismtask force, your JTTF.

Now, your JTTF is an FBI-driven,
fromthe federal |evel, institution. You
al ready shoul d have state representation
there and they already should have a certain
secret or above clearance. But there are
additional or other types of hazards that
al so require sone cl earance, and for the
fusion center, in a way, is . . . you know,
JTTF has one function, and that's actual
I ntel about possible terrorists or terrorism
activity that should be shared and needs to
be shared on a local |evel and information
t hat needs to cone back. Go back and read
the 9/11 Conm ssion report about how nmuch
was kind of seen at the state and | ocal
| evel, but there was no way really to
collate it or put it together and say, wait

a mnute, why are all these guys taking

Merrill Legal Solutions



125

flying | essons, for exanple.

So the JTTF continues and we work
very closely with the JTTFs, and that's the
FBI. But all hazards include the fusion
centers. And, yes, Mke, what I'm
envisioning is that there will be sone
peopl e there at that fusion center that wll
al so have clearance. Wiwy? So we can
I ncrease overall intelligence analytic
capacity in the states.

|'ve already noved intelligence
anal ysts out of Washington, D.C., into the
country. | think that we are going to be
seeing nore of that. The deputy under-
secretary for Intel and Analysis, Bart
Johnson, cones out of the State of New York,
where he set up their counterterrorism
fusion center, so he knows very well how
t hat goes.

So why don't | recommend that Bart
convene a neeting wth governors or their
representatives, sonetine in the near
future, to talk about where they are with
their fusion centers, and where we woul d

need to go and what woul d be required, and
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"Il ask you to take the | ead and
communi cate through the NGA and your
Homel and Security Committee and your cell
phone.
GOVERNOR DOUGLAS:

Gover nor Rounds.
GOVERNOR ROUNDS:

Thank you. Madane Secretary, first
of all, let ne also offer congratul ati ons,
as well as thanks for work you've done,
particularly the conference calls and so
forth were very, very hel pful.

| want to change the subject on you
for just a mnute. As a governor, you were
very instrunental and you were one of the
voi ces on behalf of all of us for strong
borders and about the need to protect those
borders and so forth.

As governors, we have the
opportunity to say, |ook, federal
governnment, you need to do sonethi ng about
it. It's your responsibility on the
borders, you know, why aren't you doi ng
things. Now, you get to wear the other hat

as the security director
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SECRETARY NAPOLI TANG:

What woul d you |ike?
GOVERNOR ROUNDS:

What |'mreally curious about is if
you could just share with us, briefly, what
your finding or perhaps the frustrations
that you' ve found, in terns of trying to
address the issues surrounding nore security
in the new job versus what many of us have
expressed in ternms of the need for
addi tional border security, and even as when
you were a governor.

SECRETARY NAPOLI TANG:

Thank you. A couple of things: One
frustration, and it's ironic, is a |ack of
appreci ation of Washi ngton, D.C. with what
has occurred with regard to border security,
particularly on the southwest border. That
Is a much different border, operationally
and otherw se, than it was eight years ago.
And | can see it.

When | was governor that border was
out of control, and | was always back in
Washi ngt on sayi ng, where are ny border

patrol agents? Were's the station?
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Where's the staffing? Were's the

technol ogy that's been prom sed? How cone
everything got put in San D ego and Texas so
that traffic got funneled up through
Arizona?

But as tine has gone on,

I nfrastructure has been put into place, a
lot of it, and a | ot nore agents have been
added and ali ke, so that it's a very

di fferent border.

Is it sealed so that there's never
any illegal inmmgration? No. WeIlIl, can you
ever guarantee no illegal inmmgration? No.
But what you can do is make sure that you
really mnimze any illegal immgration in
the country, that you keep strong, secure
borders in that fashion, that you use
manpower, coupled with boots on the ground,
coupled with technology. And there's a | ack
of appreciation in Washington, | think, for
what has al ready occurred, that we are not
only sustaining, but we are grow ng, and |
think growing in the right way.

Secondly, and this affects your part

of the country a little nore. W are
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wor ki ng now on the Canadi an border. Now,
that has different issues. It's a different
geogr aphy, anong other things. And | don't
equate the two, necessarily, in terns of
operationally what you need to do, but the

| aw i s equi val ent on both. You've got to
have security on both borders.

So the big issue for us this spring
was the inplenentation of the western
hem sphere travel initiative, where people
had to have the right kind of docunents to
go back and forth. That inplenentation has
gone very snoothly. W did a lot of prep
for it. W did a lot of advertising about
it. The wait tines at the ports between
Canada and the U.S. are actually less this
year than they were for the sane day | ast
year, and | get a daily chart that conpares
t hose t hings.

So the need to nake sure that we
don't forget the northern border because of
what's been happening in the southern
border, | think, you know, that has taken
sone time, and | think there's a | ack of

appreci ation there about what needs to occur
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and what wll continue to need to occur.

Al ways knowi ng, in the back of ny--you know,
whenever | tal k about security at the
border, I wll bet you dollars | will get
sonebody tal ki ng about the need for trade to
go back and forth. And | get that, and |
understand that, and | know the |ines need
to be shorter, and you've got to have your
port inspection stations and you need your
technol ogy. | understand.

But the borders are part of our
security system and | start fromthat
standpoi nt. So cogni zant of the trade
| ssues that need to be confronted, being
smart about it, which I think we can and
are. But both borders need to operate as
real borders, not just the southern border.
GOVERNOR DOUGLAS:

Madane Secretary, we are going to
have to nove onto our panel, but we're
delighted to have you back at NGA

Before we |l et you go, |I'msure you
recall fromyour service here that at our
annual neetings, we pay tribute to

col | eagues who | eave office and nove onto
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the next stage of their lives. W honored
Governor [Tin Kaine yesterday.

Per haps we shoul d have anticipated a
year ago that you would nove onto a federal
responsibility, but we didn't, and so | want
to take just a nonent this afternoon to
t hank you, on behalf of NGA, not only for
your service as governor of Arizona, but as
our chair two years ago.

Janet was the first wonman to chair
NGA, and she's fond of pointing out that was
a mlestone that required 98 years to
achieve. But we're delighted that she had
that responsibility and | ed us.

You may recall that her initiative,
as chair, was |Innovation Anerica, and that
focused on the inportance of supporting
sci ence, technol ogy, engi neering,
mat hemati cs, education and state strategies
t o encourage and support innovation in
econom c devel opnent.

Bef ore she got into public office,
she had a distinguished career in the |egal
field clerking for a United States District
Judge, Appeals Court Judge, and serving as a

Merrill Legal Solutions



partner in a Phoenix law firm President
Cinton appointed her United States attorney
for Arizona, and in 1998, the people of that
state el ected her as attorney general, the
first woman to hold that position. |In 2002,
she was el ected governor, the 21st governor
of the state. | forgot you are a new state.
' mthe 82nd governor of Vernont.

SECRETARY NAPOLI TANO

VWl l, we had the G and Canyon.
GOVERNOR DOUGLAS:

[ Joki ngly] W shoul dn't have vot ed,
back in those ol den days, to admt all those
new st at es.

Anyway, she was the first woman to
succeed a woman as governor in Anmerica, and
now it's happeni ng again with Governor [Jan]
Br ewer .

So we're delighted, Janet, to have
you i n your new position, but also to thank
you for your service as governor. And on
behal f of the nenbers of NGA, | would Iike
to make this presentation to you, and thank
you and w sh you all the best.

Congr at ul ati ons.
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Let ne call upon our gracious host,
Gover nor Barbour, to introduce our
panel i sts.

GOVERNOR BARBOUR:

Thank you, Governor Douglas. Wen
Governor [Ed] Rendell talked to ne about
this conference being here, he suggested he
t hought it woul d be appropriate, considering
what we went through in 2005 and since then,
to have a session on disaster preparedness
and energency nanagenent.

And one of the things he asked ne to
do was tell us sonme of the things you
| earned that you m ght not have been
expecting. And |'ve got three people here
who are going to share with you sone
perspective on three of the things that we
| ear ned.

Before | introduce them-1'm goi ng
to introduce you all at once--we're also
very happy to have wth us Geg Fugate, the
new adm ni strator of FEMA, very well known
in this business, and | wll say right now,
a huge help to us before, during and after

Katrina--Geg. W M ssissippians appreciate
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you, and we are proud of you wearing that
M ssi ssi ppi MEMA | apel pin that you've got
t here.

Geg, as you all know, ran energency
managenent in Florida through unpteen
hurri canes, including 2004, where they had
four big hurricanes in Florida in one year.
He brings great vitality to this job. And
you are going to be the first to speak,

Geg, but let ne introduce these other guys.
|"mgoing to introduce themto you in the
order you are going to need themif you have
a nega-di saster.

Greg Brown is the present co-chi ef
executive officer of Mdtorola. He
particularly runs Mtorola' s broadband
nmobi lity business. He's been at Mtorol a
since 2003. He's been in this industry for
nore than a quarter of a century.

Let nme tell you why you are going to
need him |If you have a gigantic disaster,
wWth the utter obliteration that we had, you
have totally failed comrunications. All
your conmuni cation systens are gone. And,

as | said, ny general of the M ssissippi
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Nati onal Guard m ght as well have been a
G vil War general for about five or six days
because sonebody had to cone see himface to
face to tell himwhat happened. Now, we did
get to send folks around in helicopters,
which we did then. But literally,
survivable, reliable, interoperable
comruni cations is the single thing you need
first. And several of us have testified
before the Senate and the House about that.
Regrettably, Geg, we still haven't been
able to get FEMA to all ow hazard mtigation
grant noney to be used for that. But
there's nothing to protect property and
lives as inportant as what Mdttorola is doing
for us here now

Jay Fishman is the CEO of Travel ers,
or I guess | should say the Travelers
Conpany. He was CEO of St. Paul and the two
conpani es nerged, and he becane, in 2004,
the CEO of the nerged conpany.

The Travelers Institute is a public
policy dialogue that they have, and one of
the public policies that they have been very

good in trying to help us address is the
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| ssue of property and casualty insurance in
the hurricane zone. W had, after the
storm many, many people who |ived outside
the federally designated fl ood zone [and]
did not have flood insurance because they
were told by the federal governnent that
they didn't need it because they weren't in
a flood zone.

Tens of thousands of those hones
were destroyed by the storm surge of
Katrina. |In insurance parlance, it's a
flood. They didn't have any insurance.
Sone of them thought they had $500, 000, $1
mllion worth of insurance on their house,
and they did, but it didn't cover rising

water. It didn't cover storm surge.

W' ve been trying to figure out how

the i nsurance industry can help us deal wth

that fact and al so the reaction of sone in

the business to not wite wind anynore cl ose

to the coast. W had a conference here
Thursday and Friday of insurance

commi ssioners fromthe Southeast, and a | ot
of other people, to tal k about, anong ot her

things, a plan that Travel ers has put
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forward as a suggestion, not . . . it's a
work in progress, | think. But if you are a
coastal state, even as far north as Mine or
New Hanpshire, there is sone risk that you
are going to have a hurricane wwth a storm
surge and that the houses that are fl ooded
by the stormsurge aren't covered by their
regul ar i nsurance.

Last, Bryan MDonald. Bryan is with
the Horne CPA firm and at one tine, ran ny
O fice of Recovery and Renewal. He's an
accountant, but one of the snmart things we
did--we've actually been cited by O G and
HUD and by GAG -we i mmedi ately put out an
RFP to hire an accounting firmto help the
smal | governnents deal with the federal
paperwor k that woul d have been really hard
for themto deal with [in] sone of these
smal | towns and the counties, under norna
ci rcunst ances, but when your courthouse bl ew
away and all your records bl ew away, these
people really, really needed help.

And we are very pleased. Qur error
rates are incredibly Iow for disaster

assi stance, for FEMA's historical dealing
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wth this. And so we thought this was one
of the smart things that no, as far as |
know, no state ever did it before. | wsh
it would have been ny idea. It wasn't. But
we did this, and it really hel ped state
governnment and | ocal governnents.

So I'mgoing to start with Craig
Fugate. M. Adm nistrator.

MR FUGATE:

Thank you, Governor Barbour. W' ve
got sone short tine here, and | like to kind
of get to the crux of the matter.

Wien | got to FEMA, | said, what's
our mssion? And they were describing it to
me. The point was, we want to be the
preem nent energency managenent agency, save
lives, wal k on water, solve all the
probl ens.

And | said, and how do we plan to do
that? Well, we are going to wite all these
pl ans and gui dance procedures and give these
grants out. Well, who is actually doing all
the work? The state and | ocal s.

| said, well, maybe our m ssion

statenent ought to reflect that. So why
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don't we take a step back, and instead of
tal ki ng about being the preem nent energency
managenent agency, tal k about FEMA's m ssion
I n working together as a team worKking
together as a nation to prepare for, protect
agai nst, respond and recover from and
mtigate against all hazards. And let's
make sure everybody here at FEMA under st ands
that we're part of a team And that teamis
made up of | ocal, but nost inportantly,
t hrough the governors, coordinating response
to di sasters under your prograns. Qur job
IS to support you.

W do it through a variety of ways,
grant prograns, building capabilities,
adm ni stering prograns, and then when
di saster strikes and you request and warrant
the president's engagenent to declare a
Stafford Act to support your response.

And in many of these disasters, it
Is strictly going to be a financial grant
programto backstop the noney you spent;
that in effect, your state responded, we're
hel ping pay bills.

But there's going to be a disaster
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that can be bigger than that. And as

Gover nor Barbour can attest to, we know
hurri canes can do that, but it's not the
only threat we face. And not every threat
gives us a forecast or a warning. So

di sasters, we don't get to pick them And
we have a tendency to plan for the | ast one,
which isn't always the best. You ve got to
plan for the one in the future.

So our mssion is to build the team
and be part of that team And that team has
to be greater than just governnent. You've
got representatives here fromthe private
sector. Wthout them we cannot do or
provi de or feed our population on a daily
basi s because that's what the private sector
does.

We have trenendous capabilities with
our volunteer, community-based, faith-based
organi zati ons that take care of fol ks every
day and step up during disasters.

One group of peopl e governors needed
hel p on, and | know many of you do this
every day and tal k about it, there's a

tendency in this country for far too many
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people to portray the role of governnent is
to take care of everybody in a disaster.

And |'ve been doing a |lot of work | ooking at
catastrophic style disasters, |ooking at

nat ural hazards and technol ogi cal and

man- made events, and the one thing that |'ve
cone to the conclusion of in this country,
we have got to stop witing the public out
of our plan and quit treating themas a
liability, and | ook at them as the best

unt apped resource when we get these

bi g- scal e events.

Gover nor Beebe, you know that in a
New Madrid earthquake, we are going to be
cut off, sliced and diced, and your snall
towns, if they're not ready to take care of
each other, if neighbors aren't hel ping
nei ghbor, nobody is going to get there fast
enough.

So we have to change the dial ogue of
that team and nmake sure that the public
understands they're part of that team And
those of us that can and shoul d be prepared
need to so we can focus on our nultiple

citizens.
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The other thing we're trying to get
across to FEMA is we need to quit putting
those multiple citizens in little boxes and
say we are going to plan for everybody and
then we'll get you later. W do that for
people with disabilities. W do it for our
el derly. Shoot, we even do it for children.
You know, we oftentines plan for the people
that should be taking care of thensel ves but
forget that our nost vul nerabl e popul ation
out there sonetines isn't all children. Do
you know, in the United States, we have nore
regul atory requirenents to plan for our pets
t han we do our ki ds?

So we need to step back and quit
putting all these communities in a box and
start planning for the communities that are
there and the vulnerabilities they face.

But we've also got to put nore
responsi bility back on our folks.

And | have got a real sinple nessage
for you, if you could help ne carry it. W
can say this in a variety of ways. W need
to tell people: get a plan, get trained,

take basic first aid or CPR, and when
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di saster strikes, when you and your famly
are okay, check on a neighbor. W are going
to save nore lives doing that than any
program | can get spun off the ground, and
that's going to allow you and your teans to
focus on your nost vul nerable citizens and
our support role.

The last two things, the process
si de of the House, we have a |lot of rules
and regulations. | oftentines ask how did
we get all these rules and regulations. It
turns out, sonebody did sonething that
probably wasn't the right thing to do, so we
wote a regulation so they wouldn't do it
again instead of looking at it as a training
| ssue. The only problemwas that we were
doing that for a snmall disaster, then we
cone back and go, by the way, we need to
nmeasure every one of themstunps trying to
clear debris. It don't make nuch sense to
me, sir, why are we having to neasure stunps
when your coastline just got noved 400 yards
of f the beach up the hill.

So we want to | ook at outcones. |

think the tendency is we try to resolve
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di sasters by trying to take all these pieces
and get sonewhere instead of defining them
and trying to go and nake sure we are able
to get through the tools we have.

As the secretary alluded to, we can
break theminto three big chunks. Wat the
| aw says--we have to go back to Congress;
what the rule says--we have to go through an
adm ni strative hearing; or what our policy
gui de says--we can fix that in house. And
so we are going back and | ooking at those
| ssues, trying to nake sure that they're
doi ng what they're supposed to do and not
precl udi ng what Congress intended us to do
in the Stafford Act.

Then the last thing | think sone
fol ks here are going to tal k about is we
al so have to | ook at disasters don't always
get solved by the Stafford Act. Renenber, a
| ot of the disasters you' ve dealt wth or
you may have are going to be readm ni stered
FEMA prograns, where staff are reinbursing
your expenses of repairing or rebuilding
things that weren't insured, and that

generally gets nost everything done. But
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then you get the bigger disasters, where
we' ve got trenendous | oss of housing, we've
got tremendous | oss to community busi nesses.
And FEMA doesn't do housing. W do shelter.
It may be a tenporary housing unit in your
driveway for tw years, but that's
essentially a shelter environnent until we
get to the other side.

So we have to really step back and
| ook at how do we define |long-termrecovery,
and nmake sure that all the federal prograns
that work to support your community when you
say--and | ama creature of governnent, |
| i ke to use tax base, because it's easy to
explain and neasure. But we have to drive.
We can re-establish tax base within
comunities wthin a reasonable tinme frane,
ot herwi se, we run the risk, we nay get those
fire stations rebuilt, we may get the police
station rebuilt, there may not be a business
or tax base to support people working there.

So we have to step back and realize
the Stafford Act is not the only solution
when you are | ooking at |arge scale

di sasters. W have to |ook at all of our
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federal prograns and think about what we
want to do and what we want to achi eve, and
define that in such a way that we don't
limt ourselves to what the Stafford Act
does, and recogni ze there's a whol e host of
federal prograns that can support your
communities getting back to where they have
a sustai nabl e tax base.

So that's nore of a change in the
out | ook of how we do things, fromthe
st andpoi nt of the process, the outcones and
focus in on who are we working for in a
disaster. And |adies and gentlenen, that's
you.

GOVERNOR BARBOUR:

M. Brown.
MR, BROMN:

Thank you, governors, for keeping
focused on this very inportant topic of
ener gency preparedness and the opportunity
to speak here. | would like to particularly
t hank Gover nor Barbour, who ensured that
this topic be on the agenda today.

And as CGovernor Rendell says in the

report, An Infrastructure Vision for the
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21st Century, quote, "Anerica's

I nfrastructure is the backbone of our
society." As the report states, our
country's infrastructure has not kept pace
Wi th our country's growh and shifting
demands.

The nation's governors have been
presented with a uni que opportunity, through
the Anerican Recovery and Rei nvest nent Act,
to address our nation's infrastructure
chal I enges, not only in terns of
noder ni zation and repair but also in the
areas of energency preparedness. Let ne
give you a few qui ck exanpl es.

First, Congress gave governors--and
were urging--discretion to at | east use a
portion of the state fiscal stabilization
fund for public safety and ot her gover nnent
services. This anobunts to about
$8.8 mllion nationwi de. Some governors are
al ready planning to use a portion of their
so-cal |l ed Governnent Services Fund
all ocations for public safety technol ogy,
and | would urge you to bal ance your

short-termneeds related to filling budget
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gaps wth using at |east a portion of this
one-tinme funding for |ong-terminvestnent
conpl eting or maki ng neasur abl e progress
toward achi eving your state's

I nteroperability objectives.

Second, an unprecedented | evel of
fundi ng, about $7 billion, has been nade
avai |l abl e for broadband infrastructure in
unserved and underserved areas, and Congress
has specifically included public safety
access to broadband services as one of its
specs. The grant gui dance of the first
round of funding for prograns being
adm ni stered by NTIA was just recently
rel eased, but | think there's an opportunity
t here.

Third, $2 billion was made avail abl e
for the Byrne Justice Assistance Gants
Program This is the high watermark for
this program which can be used for a broad
range of | aw enforcenent purposes, i ncluding
technol ogies. States have discretion over
how 60 percent of this funding is used.

Fourth, there is another

$300 million avail able through FEMA for port
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security and transit security, which can

I ncl ude technol ogy i nvestnents such as video
surveillance to protect that critical

I nfrastructure.

In a simlar vein, there are
numer ous prograns in the Recovery Act under
whi ch technol ogy i nvestnents can be nade to
protect infrastructure and advanced safety.
H ghway noney can be used for intelligence
transportation, solutions that enhance
safety and facilitate preparedness.
Educati on noney can be used for canpus
security. Health IT noney wll nake
hospitals better prepared to handl e vast
ener genci es.

So with the Recovery Act, you have a
uni que opportunity to | everage sone of these
funds for the critical infrastructure needed
for enmergency preparedness.

Now, that said, it doesn't change
the fact that you will have a mandate for
annual bal anced budgets, and undoubtedly,
the heavy lifting and the funding for state
I nfrastructure noderni zati on around

conmuni cati ons and energency preparedness
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cones fromthe state.

Now, in terns of energency
pr epar edness, when we | ook at the topic, it
covers di saster response, planning, securing
our nation's borders and ports and even
energing threats, such as cyber security,
whi ch are borderl ess.

Ener gency preparedness cannot
function without wwred and w rel ess
communi cations. |It's |ike oxygen. Wthout
It, nothing happens. Voice and data
conmuni cati ons capabilities nust survive
di sasters and energenci es.

As a CEQ, fellow CEQ, | can relate
to the enornous chall enges you face as CEGCs
of your respective states in finding the
resources in this economc climte to
bal ance your nunerous priorities within the
area of energency preparedness and keepi ng
your states safe for the public.

Technol ogy is the nmechanismto
deliver the various systens of governnent
you manage as CEGs of your states, including
both the prevention and response side of

ener gency preparedness. | believe states
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can bal ance the priorities and address
ener gency preparedness in a cost effective
manner by taking an enterprise w de approach
to your technology infrastructure. And by
that, | nean, as we have seen over the |ast
several years, nore and nore states--and to
date, 34 states have taken a statew de
approach for efficiencies, effectiveness,
state, |local, county, et cetera--for the
I nteroperability and survivability of
ener gency conmuni cati ons.
An enterprise w de approach enabl es
you to take a holistic view of your
t echnol ogy needs and | ook across the regions
i n both public safety and public service
sectors and the recession requirenents to
nmeet the goals of prevention and response.
Wth any enterprise and within the
public safety realm you need to invest in
mul tiple types of technology in order to
satisfy the needs of your users. Wthin the
public safety enterprises, your users have
three key requirenents that are the sane
across all of your agencies.

One i s seanl ess connectivity. Your
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entire enterprise requires broadband
comruni cati ons, networks both w rel ess and
wire line, both public and private. M ssion
critical voice and data communication is
critical, both for the prevention and in
times of response to ensure the safety of
your states. Broadband conmuni cati ons
net wor ks shoul d be consi dered part of our
nation's core infrastructure, just as roads,
transit systens, education systens and
hospitals are. W are in support of the
admnistration's call for a national
br oadband strat egy.

Second, real tinme information. And
Secretary Napolitano tal ked about
i nformation and intelligence sharing and her
nmovenent toward fusion centers. Your public
safety and agency personnel need information
inreal tinme to assess situations. Getting
i nformation to themin real tine not only
requi res seanl ess connectivity, it requires
nobi | e applications, wreless video and
command centers to make it possible.

As an exanple, Los Angeles Police

Departnment saw a 40 percent reduction in
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crinme when they began using nobile video
surveillance over a wirel ess broadband
network in Jordan Downs, one of the city's
nost dangerous areas.

Third requirenent, in the hands of
users, in addition to getting themreal tine
i nformati on to assess situations, the
I nformation has to get into the right hands.
Getting real tinme information into the hands
of users is possible through m ssion
critical two-way radios, in-vehicle
conputers and nobil e conputers. The type of
devi ce depends [on] and should be tail ored
by the type of user.

As with any enterprise, ensuring
your technol ogy investnents that are
I nteroperable wth other agencies using
different technol ogi es and conpatible with
exi sting systens should be both a budgeting
and a planning priority. Interoperability
across networ ks enabl es interagency
communi cati ons, ensures real tine
I nformation gets into the hands of your
users when they need it. Backward and

forward conpatibility mnimzes risks to
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prior and future investnents, and in
addition, better spectrumutilization, data
sharing and integrated security possibly
affects total cost of ownership and inproves
the effectiveness of your state's workforce.

Qur own experience, as was
referenced wth public safety, we've known
that mssion critical technology is vital to
ener gency preparedness. W've seen this in
real tinme. Katrina was clearly our |argest
singl e disaster recovery response, as |'m
sure it was for all of the other conpanies
affected. And al though we provided
personnel and equi pnent and nore--to
Gover nor Barbour's opening remarks in
referencing the Gvil VWar--it was |ike
overni ght, going froman interconnected
comruni cating infrastructure, to overnight,
waking up to what felt like a third-world
country overni ght and what has to be done on
the very fundanental bl ocking and tackling
things that are necessary. It's a different
thought. It's a different nentality.

| renmenber asking questions about

what was depl oyed and where it was depl oyed,
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noney that was invested, and where are the
redundant systens, and what about battery
backup. But if battery backup that's been
I nvested in is deployed a mle over in a
basenent that has equal flooding, the

I nvestment i s usel ess.

So there's a lot of, | think,
| essons | earned around depl oynent pl anni ng
best practices that are absent and
I ndi fferent of technology that we all could
grow and use in an advantageous way goi ng
f orward.

We saw, in practice, the benefits of
true interagency conmuni cati ons when state
troopers from M chigan were able to use
their 25 two-way radi os on the State of
Loui si ana network, which allowed a nore
efficient nutual aid response.

At the M nnesota bridge collapse, we
saw a single 800 negahertz radio
comruni cati on system used by first
responders during the bridge collapse, and
74 different agencies, during the rescue and
recovery effort, providing seanl ess

| nt eroperabl e communi cati ons of first
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responders from several different
jurisdictions throughout the area.

Wth the California wldfires, the
same thing: there were radios and batteries
and ot her communi cations supplied, but a
whol e host of very well thought through
processes allowed a very efficient and
strong response to those hazards.

In terms of |essons |earned, | think
t he nost obvious, given the i nmense variety
of energency types--it's nost inportant to
man an al | - hazards approach to energency
prepar edness, which is exactly what FEMA has
done, and |I'm sure Adm ni strator Fugate wi ||
address. W heard Secretary Napolitano,
Gover nor Barbour reference, | think, the
potential for regulations and policies to be
actively reviewed, which we know i s being
done, and potentially having hazard
mtigation funds avail able could go a | ong
way .

Second, there's a direct correlation
bet ween restoration and preparedness.
Exercises, drills, scenario planning,

keepi ng contact information updated,

Merrill Legal Solutions



157

preposi tioni ng equi pnrent, know ng what you
can count on fromyour vendors to do before
and after an event occurs will greatly
facilitate the recovery process. In other
wor ds, inspect what you expect, and there's
no shortcut around training.

Third, very inportant to have
network nmonitoring of mssion critical
systens and applications which can provide
early diagnosis of problens, track storns
and out ages, and provide proactive danage
assessnent. This al so hel ps reduce costs,
whi | e enabling sone problens to be corrected
renmotely wthout the need for field
personnel, and, when field personnel are
depl oyed it makes them nore efficient by
provi di ng the backup technical support they
need.

Fourth, existing assets should be
hardened. Plan for the worst. For exanpl e,
prior to Hurricane Katrina, towers, shelters
were built to a quote-unquote, category 3
specification. Post-Katrina, we're building
to a category 5 specification.

Fifth, primary network shoul d be
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augnented with alternative technol ogi es,
such as nmesh networking and/or satellite
and/or cellular. Simlarly, alternate
energy sources should be avail able, such as
portable fuel cells.

And, finally, and perhaps nost
I nportantly--this is sonething |'ve already
touched on--which is true interoperability
IS non-negotiable. Interoperability
provi des the neans logically and effectively
to manage situations in both crisis node,
response node, and al so the prevention node.
The P-25 Standard, which was jointly
devel oped by the Public Safety User
Representatives, as well as the
Tel ecommuni cati ons | ndustry Associ ati on,
I ncl udes participation for nultiple
equi pnent nmanufacturers and i s an open
I ndustry standard; therefore, it doesn't
represent a specific technol ogy, but it does
represent the unique requirenents for
reliabl e voice data and vi deo
commruni cat i ons.

So the technol ogy to solve the

chal l enge of interoperability and

Merrill Legal Solutions

158



I nt eragency conmuni cations exi sts today.
But in many instances, the main inpedi nent
to inplenmenting it is funding. States
shoul d be given maximum flexibility to use
their disaster mtigation dollars for the
prevention of disasters and for use in
upgr adi ng current comuni cati on systens to
t he open standard nationally and federally
and state and | ocal defined 25-day systens.
As governors, | urge you to nake the
case to the federal governnent for support
I n upgradi ng our nation's public safety
comuni cations infrastructure, just as they
are doing for roads, schools and hospitals.
Sonme want to think that interoperability has
been sol ved because of the significant
I nvestments that have been nade since 9/11,
but | don't have to tell you that | think
there remains nmuch to be done. VWhile we've
tal ked a | ot about Katrina today, there's
one energency situation where the use of P25
communi cati ons devices was extrenely
beneficial because of intra-agency
conmuni cati ons was possible and real. And

earlier, | gave the exanple of M chigan
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state troopers bringing their P25 devices

I nto Loui siana and being able to comuni cate
with other public safety agencies. 1In a

ti me when comruni cati ons was barely possible
I n our agency, this was a huge benefit of
al | .

A parallel exanple of this is
e-mail. Once standards enabl ed vari ous
proprietary e-mail systens to be fully
I nteroperable, e-mail usage flourished and
becane the indispensable tool that it is
t oday.

So, again, | urge you to continue to
make the case at the federal governnent for
funding and for flexibility when using
di saster mtigation dollars for technol ogy,
both for prevention and response.

In terns of cyber security, which we
menti oned, we have to do nore in terns of a
public and private partnership. | had the
privilege of being one of 30 CEGs fromthe
hi gh-tech industry to serve on the
president's Adm nistration NSTAC Committee
W th recommendati ons on assuring vital

communi cations |inks through any event or
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crisis.

But | will tell you that cyber
security, while tal ked about significantly
and with President Oobama highlighting it in
a press conference about four weeks ago, is
a national issue, and, yes, there's steps
that can be taken at the federal |evel, but
it's a state and | ocal coordinated effort,
as well, and | think with sone of the
nati onal association state CIGs that you all
have in place sone good coordi nati ng worKk
wi |l be done on that.

Lastly, | will just |Ieave you wth
one final thought. People ask ne, with
di fferent budget situations, priorities in
the states, pretty nuch a ubiquitous
shortage of funds, G eg, what are the commobn
attributes that are there when states
successfully inplenent a state-of-the-art
| nt eroperabl e communi cati on system and |
t hi nk the nunber one requirenent is you.
Because when a governor takes a | eadership
role, and he or she nakes it a priority, and
then determ nes and declares that as a top

priority to your respective adm nistration
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and constituents, things happen
significantly.

So putting the state on the path to
an enterprise w de approach to technol ogy
I nvestment, establishing the proper
governnment franmework, bringing different
st akehol ders together, | was thrilled to see
the NGA's proposing policy position on
public safety comruni cati ons and the
explicit recognition and the need for public
and private sector coordination.

| really appreciate you highlighting
this on the agenda and your conti nued
courage and | eadership in making this a
priority. Thank you.

MR FI SHVAN:

Thank you, Governor Barbour, and
thank all of you for being kind enough to
invite us to participate here today.

How poignant it is to be here on the
coast of M ssissippi, and to cone in from
the airport, and four years after Hurricane
Katrina, to see the level of rebuilding that
still needs to be done. You speak about a

work in progress. It just nade the point
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very el oquently.

And Governor Barbour, a tip of the
hat to you. There has been no one who has
been nore constructive and added nore to the
di al ogue about property casualty insurance
than you. You remind ne frequently that
your coast is predom nantly a working coast.
There is a tendency to think that it's all
about high-rise condom ni uns overl ooki ng a
wonder ful water, but here, it's about | obs,
and tax revenues, and energy, commrerce and
shipping, all of the things that create
stabilities in states, and so you've
chal | enged us, and you've tried very, very
hard to respond and to be engaged in the
debate, and thank you for that opportunity
and for your serious engagenent.

As the governor nentioned, | amthe
Chai rman and Chi ef Executive of Travelers
Conpanies. W are a large property and
casual ty i nsurance conpany conducti ng
busi ness predom nantly in the United States.
Fortune 500 ranks us as 99th from a revenue
perspective and 50th fromprofits.

We run our business for the
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| ong-term and have been fortunate to have
avoi ded the assets and investnents that have
proven so problematic for so many financi al
servi ces conpanies. Notw thstanding the
difficult investnent marketplace, we posted
net income of nearly $3 billion and
generated a return on equity in excess of 11
percent in 2008. W have not requested nor
have we taken financial assistance from
anyone.

We trade on the New York Stock
Exchange under the synbol TRV, and a few
weeks ago, we were pleased to have been
added to the Dow Jones 30 Industrial |ndex.

We're here today not because
Travel ers seeks any particular structural
relief related to wi nd exposure. Mich as we
did in the investnent arena, we've manhaged
our wi nd exposure prudently and were wel |
posi ti oned.

Rat her, we're here because we
beli eve we have an obligation to
constructively participate in finding a
solution to the difficult problem of

availability and affordability of insurance
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i n coastal areas. This issue, which we
bel i eve can be traced back to the experience
Wi th Hurricane Andrew in 1992, becane
particularly problematic after the 2004 and
2005 wi nd seasons. Think, of course,
Hurricanes Rita, Katrina and Wlma in ' 05,
and when scientists subsequently i ndicated
that they believed we had entered into a
period of nore active and nore intense
hurricanes due largely to cyclical warm ng
of the Atlantic.

Wil e 2006 and ' 07 were benign years
fromthe U S. perspective, candidly, we were
| ucky. Both years were active and there
were serious category 4 and 5 storns that
made | andfall in Mexico in both years;

2008, of course, was again serious for the
US wth storns I ke, Gustav and Dol ly
maki ng | andfall and causi ng serious damage,
particularly in Texas.

Over these years, we have spent
considerable tine and effort engaged in the
debate, in part, because we've been
particularly di sappointed that our industry

has not been able to find consensus and
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| ead. No pun intended, there seens to be a

noti on of dig-hol e-in-sand-and-insert-head.
It's not a philosophy that we think is a
responsi bl e action, and we want to be
engaged in the debate.

The concepts that we're putting

forth, which have changed sone over tine, as

t hought ful peopl e such as yourself,
governor, have participated was first
evidenced by us in a Wall Street Journal
editorial nearly two years ago.

When an i nsurance conpany deci des
how nmuch cat astrophe business it can wite,
it has to consider a few things.

First, every conpany has limted
capital, and it has to be in a positionto
meet all of its claimobligations after an
event .

Secondly, the conpany has to
eval uate whether it can nmake a reasonabl e
and fair return, not excessive, but a
reasonable and fair return on that business
over tinme. Both of these issues are
seriously inpacted by the regul atory

environnment in which the industry operates.
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The |l ess predictable the regul ation, the
nore difficult it is for a conpany to commt
capital for the long term

Consequently, we've attenpted to
identify the real issues that are at work
here and to propose solutions that will help
deal with these challenges. W know that
there are any nunber of potential solutions
to this crisis, in large neasure dependent
upon one individual's view of whether the
sol ution should be governnent based or
private market based, and while we tilt
strongly to a private market solution, we do
recogni ze that there are other ideas and
t houghts that have been presented, and we're
open to input fromanyone. W don't pretend
to have the nonopoly on good thinking and
can enbrace other ideas as well.

In addition, but probably nost
i mportantly, ultimately Mother Nature w ||
determ ne whet her any of these structures
provide long-termgenuine relief. The nore
difficult the weather, the nore problematic
it wll be for any of these proposals to

work for the long term Wth that, let ne
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turn to the proposal specifics.

The Travel ers proposal envisions
five specific actions that are geared
towards resolving specific issues that
confront--particul arl y==coastal communities.

The first is, that as we all know,

I nsurance has been a state by state

regul ated industry for many, nmany years.

W nd, unfortunately, doesn't recogni ze state
borders; it just blows, and as a
consequence, the insurance industry can be
nost effective when it's able to spread risk
across custoners, consuners with like risk.

So intrying to identify a way in
which to spread the risk nore effectively,
we' ve created or suggested the creation of
four wind zones where rati ng nechani sns,
prem um nmechani sms woul d be able to be
spread across each of the consuners in those
states obviously nore inpacted by those
cl osest to their coast than those further
away fromit.

But the statistical |ikelihood of an
event occurring in Texas is virtually

identical to it occurring in Louisiana,
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which is identical to it occurring in
M ssi ssi ppi or Al abama; and what the
I ndustry is facing right nowis a situation
wher e individual insurance conm ssioners in
the state represent its state's
constituents, as they should; but the fact
Is, it makes spreading the cost of insurance
nore effectively quite limted. So creating
these . . . in effect, these interstate
zones Wil |l provide the insurance industry a
meani ngful vehicle to spread the cost of
I nsurance nuch nore effectively and nuch
nore predictably.

Secondly, we seek regul atory
stability. That's not to say that we seek
| ess regulation. Quite the contrary. Make
the regul ati on as onerous as you think, nake
it as pro-consunerist as you think is
appropriate, nmake it difficult, but nmake it.
Make it and all ow conpani es to understand
the rules and regul ations, to understand the
| evel of capital that that will permt them
to commt and then stick to it.

The | ess predictable the

environnent, the less willing insurance
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conpanies are to commt capital for the |ong
term And nmake no m stake; one state's
actions in this regard can affect another
state’s, as well. It's not as if one state
stands on its owm. For better or for worse,
many of you are linked together in this

cont ext .

Now, it was originally our proposal
that that regul atory environnment be provided
by federal regulation because it seened to
us that it was the nost effective way to
provide a political and consi stent
regul ati on over tine. Governor, you
chal l enged us and asked if, in fact,
regi onal consortiuns could be created and
provi de that sanme vehicle. And the answer
Is, yes, it can. W are not religious about
this point. W are not seeking federal
regul ation or any particular regul ation.

What we're seeking is consistent regul ation.

And to the extent that coastal
governors can gather up and create an
envi ronnment that provides that stability and
t he consistency, and to do so in a way that

the insurance industry can enbrace, | assure
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you that there wll be an increased

comm tnent of capital that will go al ong
wthit. So, absolutely, your suggestion as
to regional consortiunms would work just
fine.

The third elenment is rating
transparency. One of the things that's
beconme very apparent to ne is that there's a
perception anong nmuch of the public that the
I nsurance industry wins and the public
| oses. That when wind blows, rates go up,
and when wi nd doesn't blow, rates go up, and
we can't figure out why rates just go up.

To the extent that you' ve created
regi onal consortiuns to provide regul atory
oversi ght, then our programwould envision a
very transparent and cl ear nechani sm for
establ i shing prem uns, one that could be
subj ect to appropriate public inspection.
And nost inportantly, | think, to the extent
that the science turns out to be wong or,
in fact, we continue to just get | ucky,

t here should be a nmechani sm by which
prospective prem uns are adjusted downward

to reflect the fact that the experience was
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not as we had expected.

The entire industry uses w nd-based
nodel s to establish costs and nake
projections, and it's the best science
available, and I wll tell you categorically
that it's allowed insurance conpanies to
take on far nore risk than they did
previously; but it's nonetheless a
predi ction.

And | quote Yogi Berra when he said,
it's really difficult to predict, especially
when you are tal king about the future. In
fact, these nodels may turn out to be wong,
and the insurance industry has an
obligation, through a return of prem um
mechani sm prospectively, to have a fair
transaction, a fair deal wth the public.

The fourth elenment is a result of a
series of issues that took place after 2004
and ' 05, when rating agencies revved up the
anount of capital that the insurance
I ndustry has to carry to cover extrenely
renote but extrenely expensive events. And
' m speaking now in the context of events

t hat woul d be considered multiples of
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Hurricane Katrina. |'mnot speaking about
the normal wind kind of season that we're
very capabl e of handl i ng.

Well, the insurance industry
responded because having its ratings at
appropriate |l evels was necessary, and the
I ndustry raised that capital and commtted
it to that business. That capital,
unfortunately, is not ours. It's our
sharehol ders. A return has to be earned on
it. So a neaningful part of the prem um
mechani smright nowis to reflect the cost
of these very, very highly renpote but very
hi ghly costly events.

We believe that one way to deal with
that is to have the federal governnent
provide reinsurance to the industry for
t hose types of very extrene events at cost.
At cost, not through a subsidy, not through
a cost fromany other state that isn't
| npacted, but at cost. And, obviously, that
elimnates the requirenent to build a return
on capital into that prem um

The insurance industry would be

obligated to pass those savings onto the
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consuner, and obviously it could be adjusted
for the individual regions. The anount of
rei nsurance that's needed in Zone 1, for
exanple, is a great deal different fromthe
amount of reinsurance that would be required
up in the Northeast and it would have a

meani ngf ul i npact.

Many public policy folks ask ne, how

do we keep this from becom ng anot her fl ood
progranf? |It's in such serious straits and a
real deficit. The answer to that, of
course, is that the reinsurance wll be nade
avail able to the insurance industry, not
directly to consuners. The fact is, | don't
see too many public policynmakers who are
focused on cutting a break to the insurance
I ndustry. They'll make sure that they
coll ect what they should, as opposed to the
flood program which is directly billed to
t he consuners thensel ves and is the subject
of much political debate.

And | astly, to deal with the issue
of Mother Nature. And many of you have
enbraced this aggressively. The best way to

avoid losses is to avoid them-and through
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mtigation. W're speaking now about nuch
stronger building codes, nost inportantly,
enf orcenent of those building codes. And
finding ways with which our industry is
participating in to invest in building
stronger hones that are better able to

wi t hstand those storns.

It's up to you, also, to deal with
| and managenent and land mtigation. W all
know the stories of the land silt outside of
New Ol eans that was so inpactful in causing
damage into New Oleans. And, ultimtely,
mtigation is going to play an inportant
role in dealing with this issue. \Wether it
is awldfire issue or a hurricane issue or
a flood issue, it all matters.

And that's our program W're
interested in being a participant in the
debate. We do, | do, in particular, feel a
genui ne responsibility, as an industry
| eader, to be as thoughtful as we can and to
be as hel pful. W recognize that the
absence of insurance creates enornous stress
on communities and we don't take it lightly.

So thank you again for giving us the
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opportunity to be here, and |I'm happy to
take on any questions later that any of you
have.
GOVERNOR BARBOUR:

Jay, thank you. Bryan.
MR, MCDONALD:

Thank you, Governor Barbour.
Gover nor Dougl as, thank you for allow ng ne
to be a part of this panel. | greatly
appreciate it. And let ne also give you ny
word that | will do the best to avoid
anot her disaster here, which is a | ong-
wi nded CPA waxing on for far too long into
a Sunday afternoon.

Adm ni strator Fugate, let ne also .

a word of personal thanks. The teamork

you nentioned about your fol ks--one team
one fight--we saw it right here. As a
matter of fact, we saw it in this building.
As a point of reference, this building
served as the joint field office for the
command center for the state and federal
response to Katrina.

And | guess a nonent of history:

Four years ago today would have found ne in
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this room governor, as best |I can tell,
sitting about where you are, although facing
in that direction on one of your tables.

The nice six-foot, FEMA-issued stainless
alum numtop table, along with 1000, 1500
others, that were commtted to working
around the clock, seven days a week, and
bringing hurricane assistance to this
devast at ed ar ea.

| can prom se you | didn't know at
that tinme that our efforts would be
cel ebrated by the GAGCs and Best Practice and
woul d serve to shape di saster conpliance for
those to cone. Certainly, even nore so, |
had no idea that this room woul d be hosting
governors from around the country. So it's
a real powerful nonent.

In the wake of Katrina, we're
wor ki ng under real clear guidance fromthat
guy right over there. W had a focused
governor who said, hey, get the noney, get
t he noney out, you do not have to give the
noney back. We were very clear on that. He
has the ability to be very clear. Qur

efforts were greatly benefited fromthe
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wor ki ng environnment, this working
environnent. It was a very intense work
schedul e.

Alittle bit about the environnent.
This room |l ooks quite a bit different than
it did four years ago. As a matter of fact,
the floor, when | walked in this tine and
saw it, | was a little bit in shock. The
fl oor was concrete. W were in the process
of scraping up the tile that had buckl ed as
a result of the water, and the panels at
that tinme were not the panels you see here.
Thank you, Adm nistrator Fugate, for those
panel s, PA panels. But the panels at the
time, you could see the watermark. You
literally could | ook out and see the
wat er mar k.

| doubt any of you guys woul d have
seen this, but if you | ooked at sone early
footage of Katrina, you would have seen a
car floating in the Coliseum One of their
caneras stayed on for a little bit |onger
before the power went out. So there was
devastation fromthe rising water.

| think, in our case, the disaster
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response and recovery helped illustrate the
real brilliance of our founders and their
confidence in the federal system | think
ours is a recovery that was defined by
cooper ati on.

Qur | ocal governnents have been on
the front lines, using their |ocal know edge
to ensure that post-disaster activities
represent and respect the actual
ci rcunst ances on the ground.

| nmentioned to you that FEMA and
MEMA, which is our M ssissippi Enmergency
Managenent Agency, and other state and
f ederal agencies worked seven days a week,
typically 12 to 16 hours a day, in this very
bui | ding, to overcone those recovery
barriers. As a matter of fact, we had ny
boss, who is in the room behind ne, M ke
Wnmack, had just a couple of things going,
and one of themwas that we had daily
neetings. W had those neetings at 7:00.
We started with a 7:00 a.m neeting and we
ended with a 7:00 p.m neeting. And of
course, as you know from attendi ng those

neetings or |eading those neetings, there
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was work on both sides.

There was a true spirit of teamwrk
that led to that. And | had to smle, as |
shared wth himas we wal ked in together, as
you wal k out into the concourse area, you
will notice two palns there. One of those
palns is sitting on very fertile ground
because, as best | recall, that's where the
conference table set, which was six of your
tables pulled together, and at the tine,
some $2 billion in public assistance was
obligated as a result of those neetings that
we had.

So it was a very powerful tine, and
it was certainly very teamwork oriented. |
think we also realized that the Stafford Act
was not designed with a regional disaster in
m nd. But as Chairwonan [ Rosa] DelLauro
stated yesterday, in our nonment of crisis,
we had a | eader in Haley Barbour that took
the I ong view

Gover nor Barbour realized that the
country's worst natural disaster could only
be conpounded by a second di saster caused by

the de-obligation of potentially hundreds of
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mllions of dollars in federal aid,
sonet hi ng Governor Beebe, | know that your
guys have to be m ndful of right now as
wel | .

That event woul d cone just as |ocal
jurisdictions were beginning to rebuild, and
they realized the inpact on record-keeping
t hat was caused by the size and the nature
of the disaster.

Let nme make it clear, FEMA did not
want to see that disaster either. They were
a key stakeholder in the creation of the
systemto avoid it. Now, |I'mnot here to
suggest that first responders should be
armed wth flashlights and water and nedi cal
supplies and a calculator. That is not what
we were about. But we did recognize the
gravity of the situation and the need to
provi de on-the-ground accounting resources,
boots on the ground, as the secretary said.
That, coupled with a Wb based, real tine
t echnol ogy that was owned by the state that
provided the financial structure
specifically designed to neet the conpliance

and transparency guidelines that were
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required to ensure an honest governnent.

So working with state and federal
officials, we established and nmaintai ned the
first state based, real tine audit system
for public assistance. Along the way, the
Gover nnment Accountability Ofice paid
speci al recognition to the systemfirst in
Sept enber of ' 08, and again in Decenber of
08 and finally in March of this year, in
testinony in Congress. |In fact, the GAO
specifically reported that as a result of
the state's system quote, "FEMA and the
state reduced the burden on applicants
neeti ng public assistance grant program
requi rements and gai ned i mredi ate access to
key docunents that hel ped officials nmake
private inprovenents." And you al
understand, sitting around this table, when
a local official said, “I need to do it; |
need to do it now, why can't | do it? Wiy is
FEMA telling ne no?” FEMA was not saying no
because it was being nean spirited. FEMA
was saying we need nore information in order
to nake a decision to be sure that you are

in conpliance with the regulation. W
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hel ped straddl e that hurdle.

My CPA firm the Horne G oup,
certainly values our role in Mssissippi's
recovery, specifically, our role in creating
t he nodel celebrated by the GAO. But nake
no mstake, it was not a contractor driven
solution. W were back of house to a state
and federal governnent that rose to the
occasi on, as CGovernor Barbour said, hitched
up its britches and got to work.

| didn't realize, sitting in this
room that Katrina would help wash in a new
era of transparency and accountability. And
i n many ways, | amthe Forrest Gunp of CPAs.
| was sinply here when they took the
picture. | was blessed to | ead a team of
very tal ented people.

So, 2.8 mllion images later, with
over $3 billion in public assistance
obligated, with over 11,000 PWs, or
prograns, as we mght call them wth |ess
than 1 percent de-obligated, significantly
| ess than 1 percent de-obligated, |'m proud
to have been present for that picture in the

Katri na book. The FBlI, the OG state
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audi tors and ot hers have found the conmon
sense, off-the-shelf solution to be the
right fit in speeding relief, while
mnimzing fraud, waste and abuse.

So the system as best | can tell,
in nmy opinion, is just one of sone five
I ngredients that | see in the governor's
successful |eadership fornmula. Your tinme is
val uable, and | certainly don't want to take
any nore of it. | wll say that many of us
share a common belief that our obligation is
to take that which was intended for bad and
use it for good. | think that's the case,
and certainly what we attenpted to do in
Katri na.

Il wll say to you that each of the
states around this table contributed to our
recovery, and it is ny hope that if there is
any | esson | earned that can benefit you,
it’s that good nay cone of this.

So | believe the era of transparency
Is here to stay, and whether it's disaster
assi stance or Recovery Act assistance, we
must provide snmart solutions to see that the

t axpayers' noney is used for its intended
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pur pose and to denonstrate an honest
gover nnent .

And, finally, let ne close by
t hanki ng you for honoring all those people
that worked in this building sone four years
ago and by witing a final chapter for ne in
the Gunp story.

GOVERNOR DOUGLAS:

Wl |, sone very inportant
perspectives on a topic that's critical for
each of the governors, as we respond to
natural disasters or those that are not
natural in our states, and we do appreciate
your being with us today.

And, Hal ey, thank you so nuch for
facilitating this inportant conversation.

Let's thank our panelists for being
here today.

Now | woul d ask the governors to
nove as quickly as we can to our next
meet i ng.

[ Pl enary Session concl uded. ]
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GOVERNOR [ Joe] MANCHI N:

Wel cone to the closing Plenary
Session of the NGA Annual Meeting 2009.

At this session, we wll hear from
four experts in how energy is a critical
conponent to maintain our econonc
conpetitiveness and how to address the
vol atil e challenges related to energy
reliability, security and sustainability.

| appreciate that each state has
different natural resources, a different
energy mx and a different econom c base, so
we all cone to this issue with our own
perspectives and our own m x of assets.

"' m 1 ooking forward to hearing from
our speakers about how they see the future
and what we, as governors, can do to ensure
t hat our energy goals and our econom c goals
wor k hand i n hand.

Qur |ineup today includes Karen
Har bert, president and CEO of Institute for
21st Century Energy at the U S. Chanber of
Commerce; Katie McG nty, a foundi ng partner

of Paradi gm Technol ogy Partners, a conpany
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devoted to cl ean energy technol ogy

devel opnent; Daniel Di M cco, chairman of
Nucor, the nation's |argest steel producers,
and hence, a |large energy user; and Ira
Magazi ner, chairman of the dinton
Foundation Climate Initiative.

These | eaders, representing the
busi ness, investnent and phil anthropic
communities, each brings a different and
| nportant perspective to the subject of

energy and our econony. Follow ng each of

their remarks, we will open the floor to
questi ons.
At this time, I'd like to call on

our host. And | want to say, on behalf of
all the governors, and our spouses and our

famlies, to thank Governor Hal ey Barbour,

and his lovely wife, Marsha, and their staff

for what a wonderful conference they put on

for the NGA, taking care of all of our

needs, and w shes and desires, and nmade it a

very pleasant stay, and we appreciate

Governor Barbour for all that he's done and

his staff, and | want to thank himand bring

himto the podiumat this tine.
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GOVERNOR BARBOUR:

Before | introduce the first
speaker, | do want to tell you all, we've
enj oyed having you here. And | want to
thank, in front of all you all, the people
that really worked hard to make this happen,
Joe Floyd, and his staff, that hel ped run
t he conference; the NGA staff, Susan Dotchin
and people did a great job there; the Beau
Ri vage; the Hard Rock; and then these nore
t han 100 vol unteers who turned out to be
part of this. And, finally, | want to thank
the people fromthe M ssissippi Departnent
of Public Safety who worked a | ot of
overtine to do this. And so we'll get that
out of the way first.

Karen Harbert is the president and
CEO of the Institute for 21st Century Energy
of the U S. Chanber of Commerce. She's
executive vice president and managi ng
director of that operation, and she manages
t he day-to-day operation of the Institute,

I ncl udi ng policy, education and
communi cation initiatives.

She desi gned and i npl enented the
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energy policy initiatives, and oversaw
budget reviews for fossil and nucl ear
renewabl e energy and energy-efficient
standards at the Departnent of Energy, |
guess, and she's gracious to be with us here
today to tal k about the energy policy.
Kar en.
M5. HARBERT:

Gover nor Barbour, thank you for that
I ntroducti on, and Governor Manchin and
Governor [Jin Douglas, thank you for your
| eadership of this inportant event.

| think my job this norning is to
burden our discussion with a little bit of
facts, and | will do that.

Wul d you like ne to speak fromthe
floor or fromthe podi unf
GOVERNOR MANCHI N:

Wher ever you are confortable. You
want to conme up here?
M5. HARBERT:

That's fine.

Governors, you all know better than
| do that the provision of affordable and

reliable energy is so fundanental to our
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econony, our econom c recovery, and also to
our national security. And I'll say that
the choices that you nmake, that this

adm ni stration nmakes, that our Congress
makes in the comng years wll be wth us
for decades to cone, so we need to approach
it with the appropriate |evel of
seriousness, and it needs to be fact based.

But before we know where we're
goi ng, where are we? The Pew Center did a
poll in January about what was on the m nds
of American citizens, and energy canme up as
nunber six, right behind the econony. And I
would i ke to say that gl obal warm ng cane
out as nunber 20 on a list of 20. And
that's where the Anerican m ndset is.

Wien Gallup did a poll in March
about climate change, an interesting new
statistic cane out, that there's an
I ncreasingly growi ng popul ati on out there
that is skeptical of what they are being
presented in the nedia as facts. Forty-one
percent of the Anerican people are now
skeptical about the validity of what's being

present ed.
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And when they were asked whet her
they were going to be willing to pay nore to
address climate change, you'll see a huge
change fromwhere we were in the '90s, when
al nost doubl e the anmount of people were
willing to pay nore, and now, we are,
because of the economic tines in which we
find ourselves, basically split on whether
we shoul d or should not be paying nore to
address the chal |l enges associated with
climat e change.

Wel |, what's happening out in the
wor |l d? Between now and 2030, the demand for
energy is going to go up by 50 percent.
Seventy percent of that is going to be in
t he devel oping world. China has 30 mllion
cars on the road today. They're going to
have 300 mllion cars on the road by 2030.
And we still have a billion-and-a-half
peopl e wi thout access to electricity, but
the demand for electricity around the world
IS going to go up by 100 percent.

Here in the United States, we know
that our demand for energy is going to go up

by as nmuch as 30 percent, and we know
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electricity demand is going to go up by 20
per cent .

What are we doing about it? Coal,
whi ch provides 50 percent of our
electricity, and many of the governors here
are blessed with that natural resource in
their state--we’'re nmaking it very difficult
for the producers of coal and for the
utilities that use coal to expand their
busi ness. W are introducing additional
regul atory uncertainty, and certainly, if we
have climate change | egi sl ati on passed
ultimately through the Senate, those that
are in the coal business wll face new
penal ties.

Nucl ear, which provides 20 percent
of our electricity: W have 20 utilities
whi ch have put forth applications to the
Nucl ear Regul atory Conm ssion to build 26
new reactors in our country. W haven't
built a new one in 30 years.

However, funding to reduce the
capital costs of sone of these nuclear
plants, or at least to underwite them was

excluded fromthe stimulus, and expandi ng
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| oan guaranty authority has been elim nated
fromthe 2010 budget.

We have de-funded governors. W no
| onger have the proposition of a pernmanent
repository for our nuclear waste, and the
adm ni strati on announced | ast week that we
wi Il no | onger pursue near-termreprocessing
of nucl ear waste.

And, yet, the utilities are still
payi ng every year into a nuclear waste fund,
and yet the governnent is in breach of its
obligation to renpove that nucl ear waste.

On the transportation side, you all
know t hat we are 96 percent dependent on oil
for our transportation fleet, but we are not
doi ng anything to access the trenendous
reserves that we have here in the United
States. W have placed over 85 percent of
our reserves off limts for 30 years. Those
noratoria have expired, and we have not put
any of those new | eases out for |ease, and
in fact, are pulling back on those | eases
that are already avail able and al |l owabl e for
| ease.

In addition, in the budget that is
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bei ng considered in Congress, there are

$80 billion of new taxes on oil and gas
conpanies, so we are restricting access, and
we are taxing those conpanies on their

exi sting operations; and, yet, we are

bl essed with the new news and great news of
new natural gas around our country, but
we're going to make it very difficult to get
t 0.

And that's a gane changer. |If we
have nore natural gas, we have nore energy
security, and it is a clean-burning fuel.

Just to show you, on a
quarter-by-quarter basis--second quarter of
| ast year versus second quarter of this
year--you are seeing a reduction in the
nunber of oil wells and gas well conpletions
i n our country. So it's happening in real
time. 1It's not going to happen in five
years or 10 years. W're talking about
deci si ons being nade today that are
| npacti ng us today.

On the other side of the |edger,
let's tal k about renewables. Solar and w nd

currently account for about 1.3 percent of
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our electricity. W are investing
trenendous resources in R&D, production tax
credits, manufacturing credits mandating the
expansion of this. It is all good, and we
shoul d be doing that, but even if we

gui ntupl ed the anobunt of solar and wind in
our electricity supply, we would still need
nore base |oad power. W can't forget we
need to keep our econony hunm ng.

On the efficiency side of things,
there's great opportunity there. W could
do nore with |l ess energy, and we're
I nvesting a trenendous anount of noney in
there and al so nmaki ng our passenger fl eet
nore efficient. But like |I say, just wth
renewal s and efficiency, it's not
sufficient. W need nore energy supply.

But the problemis we have a new
thing. |[If you renenber nothing about what |
sai d today, renenber "BANANA." W no | onger
have an MB sign in ny backyard. W now have
a plague in our econony of BANANA; Build
Absol ut el y Not hi ng Anywhere Near Anyone.

And the reason is that we no | onger have red

tape, we have green tape. W have projects
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all across our country that are boggled up
with [itigation, abuse of siting and
permtting and environnmental regul ations at
the state and federal |evel.

And this is what it |ooks like.
Over the past two years, we've | ooked at 300
energy projects that have been put forward
for siting and licensing, and all of these
have been stalled or stopped by litigation
usi ng environnmental regulations.

And it's not just in the natural gas
and the conventional fuels. These are
renewal projects, as well. So we're taking
vi abl e options on all forns of energy off
t he tabl e.

We were tal king, before this
session, we're even nmaking the building of
sol ar panel s--sol ar based in the Mjave
Desert--not doable. So we've got a real
probl em

W need nore energy. W need nore
I nfrastructure. They create jobs in your
communities, but we're letting them be held
up.

A qui ck couple words on climate
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change. Certainly, the EPA has a ful

plate, with the proposition of an
endangernent finding. W know that the
Waxman- Markey Bill, which just passed in the
House, 219 to 212; although, just froma
state standpoint, 22 del egations had a
majority voting for the bill and so you
could do the math of how nmany del egati ons
did not have a majority that was voting for
the bill. And | think that conplicated the
Senat e debate trenendously.

We know that that debate wll
happen, under Senator [ Barbara] Boxer,
comng up in Septenber. And the President
just returned fromthe G, wth the (3
commtted to the devel oped world reducing
their em ssions 80 percent by 2050, simlar
to what the Waxman- Markey Bill was, but the
devel opi ng worl d wal ked away fromthose
negoti ations and did not agree to any
bi ndi ng comm t nent s.

Where are we? Well, the U S emts
about six gigatons of CO, a year. That
sounds like alot. It is alot. But

there's one sliver of good news in that, is
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we are emtting less nowthan we did in
2007; in fact, 3 percent |ess.

Who is doing better than us? One
country, and one country only, and that's
France. Wy is that? Because they have 80
percent of their electricity derived from
nucl ear power.

But, you see, the rest of our
col | eagues in Europe fromwhomwe take a | ot
of grief about what we are or are not doing,
are not doing as well as we are, and then
you see the devel oping world, on the bottom
part of that graph, that have a trenendous
growth in greenhouse gas em ssi ons.

In fact, 80 percent of the
greenhouse gas emissions in the future will
conme fromthose economes and not from ours,
| ed by China and I ndi a.

So as we | ook forward to Copenhagen
and beyond, it is inperative that the
devel opi ng worl d be part of the discussion
and ultimately commt to binding
obl i gations; otherw se, anything we do w |
not have any inpact on the environnent and

only adversely affect our conpetitiveness.
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Just a graphic depiction of
Waxman- Markey. No. You are not supposed to
be able to read it because it's very, very
conplicated. But it shows there that
Waxman- Mar key proposed 397 new regul ati ons
and over 1000 new mandates. |It's conplex by
any stretch of the imagination. It is a
bill that is 1500 pages long, and it has
mul tiple conponents to it, but | think the
nost interesting part of it is a provision
that cane in about 3:00 in the norning on
the day before the bill was supposed to be
voted on, which is an unenpl oynent
assi stance program And it says, for any
enpl oyee in the fossil fuel industry that
| oses his or her job because of the
pronmul gation of this |law, that you are then
eligible for 156 weeks of unenpl oynent
assi stance, at 70 percent of your salary.
It's an upfront adm ssion that there will be
job losses for this bill.

There are big differences in
analysis of this bill. The National Bl ack
Chanber of Congress says that 2.7 mllion

people will lose their jobs because of this.

Merrill Legal Solutions

200



There's other analysis that say the effect
wll be smaller. The bottomline is: it's
so conpl ex, we don't know. W need better
anal ysi s, and we need nore transparent

di scussi on.

What we do knowis if it's
successful --and there will not be a test on
this slide, but I put it up there to call
your attention to it--if it is successful,
we have to renove a gigaton of CO, out of our
at nosphere between now and 2020. For those
of you wi thout your pocket cal culators and
don't know how nuch a gigaton of COQ2 is,
it's the equivalent, instead of building
coal fire power plants, replace themwth
130 nucl ear power plants--we haven't built
one in 30 years--or 127,000 windmlls. Do
we have the policy and regul atory
environnent in place to do that? Do we have
t he manufacturing base to do that? Do we
have the credit and capital available to do
t hat ?

If we doit, if we're successful,
this is what will happen to our econony. W

w |l have the CO, em ssions intensity of what
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Bangl adesh has today. That's the red |ine,
us in 2050, as conpared to the other
countries at the top. That's where they are
as of 2005. If we're successful, we'll have
the CO, emssions intensity per capita, that
nmeans per person, of North Korea.

"' mnot doing this to fearnonger.

W all need to be doing sonething. This is
to put sone reality on the table that the
transformati on we're tal ki ng about is huge,
and we need to approach it very seriously
with the appropriate anount of policy and
regul atory and capital incentives to nake
this type of change feasible.

So what do we need? W need nore
realism W can't pick and choose our
solutions for the future. W don't have
silver bullets. | like to say we have
silver buckshot. W need it all. W need
oil and gas, and we need to produce nore of
it here at hone. It creates Anerican jobs,
Anmerican industries, and certainly increases
our energy security. W need nuclear. W
need clean coal. W need new alternative

transportation fuels that don't conpete with
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food over the long-term

We need renewables. W absolutely
need renewabl es. W need a sustai nable
policy to insert theminto our energy m Xx.
You know we need to nodernize our
i nfrastructure. You are seeing it every day
out in your states, that we have a 20'"-
entury infrastructure trying to support a
21stcentury econony. |t doesn't work.

China is leap-frogging over us in
their infrastructure quality. W need to
get serious about overcom ng that. W need
to get beyond nope, out of planet earth,
BANANA, you can call it whatever you I|iKke.
If we don't get sonething built, we are
never going to have that infrastructure. So
we need to streantine that permtting
process to get these jobs and get this
econony novi ng.

And | ast, but not |east, we need to
I nvest in our innovation, in our
intellectual infrastructure. At the end of
the day, innovation will carry this econony,
and if we don't remain conpetitive in that

area, we won't be conpetitive in any others.
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There are sone serious clouds on the
hori zon. W need nore options, not fewer;
nore Anerican jobs, not fewer. And there's
a grow ng gap out there in the public
pol i cymakers. Policy is going one
direction, and the Anerican public is going
anot her. Seventy-seven percent of the
Anerican Public wants nore oil and gas, and
52 percent want nore nucl ear; and yet,
current admnistration policy and
Congressional action is taking those options
off the table.

We need a transparent discussion on
costs and benefits. |It's going to cost
sonething. W all know that. But we need
to bring the Anmerican public along nuch
better than we have to date, and we need an
inviting investnent climate. Capital is
scarce. W want to invest it here, in Boise
and in Boston, not just in Beijing and
Munbai. We've got to get serious about that
I nvestnent climate and nmeki ng sure those
| nvest nents happen here.

And, lastly, | would just like to

rem nd you, as governnent |eaders, that we
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have to be very, very serious about the role
of the private sector versus the public
sector. It is on the back of the private
sector that our country has becone so
successful, and it is on the back of the
private sector that we'll drive our economc
recovery.

So as we seek to define the
del i neations between public policy and the
private sector, we need to be very careful
that we don't unincentivize their activity
here, because it's very inportant that they
be participants in our recovery and through
our recovery. And energy, obviously, it
begi ns and ends with energy. |If we don't
have affordable energy, we won't have a
successful recovery. Thank you.
GOVERNOR MANCHI N:

| want to thank Karen for a
wonder ful presentati on and her conments.
And we have tine for one or two questions
t hat any of the governors would have at this
time. Governor [Bill] Rtter.
GOVERNOR RI TTER:

Just on the oil shale side, | think
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| have the state with the | argest reserve of
oil shale, so | think it's unfair to
characterize the federal governnent as
backi ng of f.

The request for comercial |easing
that permts: it's actually the private
sector that said they don't know the inpact
of the technology that they're trying to
denonstrate, they don't know the inpact on
groundwat er, so they backed on their
commerci al | ease.

| know the Secretary of Interior
pretty well. He supports oil shale
devel opnent, supports the R&D prograns, but
| think, at this tinme, it's just not fair to
say that the federal governnment's backed
of f.

VWhat we are asking themto do is
what they're doing. W are asking themto
make sure that their technology is proven
out, that you know what the inpact is on,
certainly, the water quality, the
t echnol ogy; al so, the anobunt of water
consuned because there's a scarcity on the

river base.
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And secondly, the anmount of energy
that is consuned to do the technol ogy that
they' re denonstrating, basically stick a
heating el enment in the ground and convert
shale to liquefied oil, then extract it
t hrough a conventional processor. So we've
asked themto go sl ow because we danced this
dance once in the early '80s, and we built
up an entire conmmunity and an entire
commer ce around oil shal e devel opnent, and
it went away in a day when the price of oi
changed.

So, for our purposes, we're not
about trying to prevent oil shale
devel opnent. In fact, | think I can speak
for the governors in other states where
there's oil shale, we've had di scussions
about this. W want to pronote it. W want
it to go forward, but we don't want it to go
bust in a day, because comrunities can be
| npacted in a bad way, and we absolutely
want to know the inpact on wildlife, on
water, on air, and until we do, we don't
want themto design the rules for conmerci al

| easi ng.
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M5. HARBERT:

There have been significant
I nvestnents in research and devel opnent.

You are right about that. Those need to
continue over tinme, and there needs to be a
partnershi p between the federal governnent
and the private sector in that regard.

What the private sector is saying,
in order to realize that there's going to be
a benefit at the end of this very
significant investnent that they're making,
hundreds of mllions of dollars in
i nvestnment in R&D, that there will be the
prospect for greater conmercial |easing.
They want that surety, so that they can
actually commt to that funding streamfor
I ncreased R&D.

So it's a partnership that needs to
happen. There needs to be an end gane and a
prom se that actually there will be expanded
comercial |easing. They want that
|l ong-termview, and that's what | think
they're | ooking for from Secretary [ Ken]

Sal azar. We've had a | ot of discussions

with him He'd like to see nore forward
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novenent .

G| shale can be a very, very
significant contributor to our energy
security here at honme, but we need to nake
sure that there is a signal to the private
sector that, ultimately, they will be
al l owed to recoup those investnents that
they are willing to nake now And that's
| nportant. Those are investnents that are
bei ng nade, and jobs that are being created,
but they won't nmeke those if they don't
think, ultimately, they'll be able to bring
t hose resources to ground and into the
mar ket pl ace.

GOVERNOR MANCHI N:

Governor [Brian] Schweitzer.
GOVERNOR SCHVEI TZER:

Wen | see a chart by a
presenter--and thank you for comng in--that
predicts what the world is going to | ook
like in 2050, there's only one thing | know
for sure, they're not right. And we saw a
chart that showed how nuch CO, Chi na woul d be
producing relative to the United States in

2050. | don't think we know.
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But | do know, in China, that they
are |leading battery technol ogy; they're
| eadi ng the sol ar technology; they're
| eading the coal gasification technol ogy.

So they are meking sone very significant
st eps.

If what we are able to do is to | ook
at a 10-year or a 15-year progress grid and
then predict where we are going to be in
2050, I'mgoing to predict sonething el se.
Just a few geologic structures in Mntana
has enough oil, at the rate that we have
I ncreased technol ogy during the |ast 10
years, the price of oil would be $2 a barrel
i n 2050.

So | think, for those of us who say
we cannot nove on clinmate change because
China and India wll not and are not,
Anerica leads, and either we wll lead or we
need to get out of the way. And right now,
what's happening in China is they are
beginning to lead in technology. So I think
that we need to nove forward, we need to
| ead the world, and we can't just say

China's not noving, so we won't. That's
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just me. Thank you.
M5. HARBERT:

No, | agree. Any forecast out to
2050, you should be circunspect about. The
problemis, the negotiations under which we
are trying to participate use that as the
end gane, and where do we need to be in
2050. So people are trying to see beyond
where they can. W have no i dea what
technologies will be available in 2050. |
thi nk you are absolutely right. But we are
trying to define targets based on existing
know edge and that's very tricky. If we
were to be nore realistic and design

sonet hi ng that was nuch nearer term we

probably woul d be better off because we know

what the tools are, what the instrunentation
I s that we have today.

You know, prior to the stinulus
package, we were investing |less in research
and devel opnent here in energy than we did
after the 1970s oil enbargo. So we have
I gnored the opportunity, and we are paying
that price. So we should be investing in

nore R&D.
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But we have to be concerned about
t hose investnents just staying in the
| aboratories. W have to work on getting
them nore quickly, out into the private
sector, and to shape the market and to
provi de concessionary financing so we can
use these technol ogies to reduce our
gr eenhouse gas en ssions and to keep our
econony conpetitive.

So | think we are in agreenent here,
that we can do things to inprove our
envi ronnent al stewardship, while al so
| nprovi ng our energy security. That
I ncl udes getting access to sone of Montana's
resources.
GOVERNCR [ M ke] BEEBE:

| wasn't going to say anything, but
| can't help it. One area where we have
actually put the technology in the field,
where it's not R&D, and one area where it's
not the governnent that's caused a reduction
in the productivity of a natural resource,
but the private sector, because of the
natural forces of the private sector, is

natural gas. W've had a huge--and your
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slide showed a huge--reduction in natural
gas. That has nothing to do with the
governnent. It has everything to do with
the fact that we've been so good at

I npl enenti ng R&D.

We now have shal e technol ogy. W
have new shale fields, all over the country
now t hat have opened up, and natural gas
went from $13 NCF down to as, the other day,
$3.33 an NCF. It's a product of
conpetition, it's a product of supply and
demand, and it's a product of the capitali st
system

So the slide that you had on there
about the natural gas, the reduction in the
natural gas wells is because this is
working. It's because R& did work, because
we did apply it in the field, because we've
actually comercialized it to the point that
now we' ve got plenty of natural gas. In
fact, we've got so much natural gas; we need
to start using nore of it. And if you want
to cut down on sone of that coal over there,
Joe, we'll send you sone natural gas.

M5. HARBERT:
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And we shoul d be able to use nore of
that natural gas, and as | put up there on
the slide, it could be a gane changer, that
that's a huge opportunity to increase our
energy security here at hone and to be able
to put policies in place, however, to
actually get that into the marketpl ace.
Thank you all very nuch.

GOVERNOR MANCHI N:

| f anybody would Iike a copy of
Karen's presentation, she'll be happy to
supply that for you. Thank you, Karen. You
can see it's a very interesting topic,
sonething very inportant to all of us, state
by state, and our nation.

Qur next speaker is Kathleen
MG nty, and Kathleen is a foundi ng partner
of Paradi gm Technol ogy Partners, LLC, a firm
focused on commercialization of clean
t echnol ogi es, and an operating partner at
El enent, LLC, a private equity firm
I nvesting in early and m d-stage cl ean
t echnol ogy conpani es.

In July of 2008, Ms. McG nty stepped

down as secretary of the Pennsyl vani a
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Depart nment of Environnental Protection and
as chair of the Pennsyl vani a Energy

Devel opnent Authority, where she hel ped
bring nore than $1 billion into investnent
and creating sone 3000 new j obs.

Previous to her service in
Pennsyl vania, Ms. McGnty chaired the Wite
House Council on Environnental Quality under
President Cinton, and | egislative
assi stance and environnental advisors to
then Senator Al Gore. Please wel cone
Kat hl een McG nty.

M5. McA NTY:

Wel |, thank you very nuch,
governors, and for hanging in there, the
tail end of this very good session that
you' ve had, and Governor Barbour, for
hosting us all. Thank you very, very nuch.
It's been a fine Southern welcone that we've
had.

| wanted to share, | guess
especially in light of the trenendous
expertise here, all of you, many of you
governors, Governor Schweitzer, for exanple,

have trenendous expertise in things energy,
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and can hold forth, in great detail, as best
as any of us can.

So there are just three points that
| thought | would share today. Before | do,
| did want to conplinent Karen on her
presentation and comrent on a couple of the
t hi ngs that she had to say.

On nucl ear prograns, for exanple,
one of the hats that | wear today is as a
director, on the Board of Directors of a
conpany called NRG Now, you m ght have
heard of NRG Energy. We've been in the
news, especially since | ast Cctober, when
there's a matter of a little bit of an
I nterest by Exelon in NRG and we actually
have our sharehol ders neeti ng about that
very proposition tonorrow

But we happen to be the first to
file to build a new nuclear plant in the
United States. And from NRG s perspective,
this adm ni stration has been very thorough
and forward | ooki ng on the nucl ear program
noving right along with the | oan guaranti es,
so we're very pleased in what we see.

On oil and gas, | want to echo sone
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of the comments nmade. My experience,
especi ally when previously as secretary of
DEP i n Pennsyl vania, we oversaw a very
robust oil and gas program Qur experience
Is: it's all about price. Wen the price is
hi gh, the investnent is there. And as the
price of oil went up, we saw a trenendous
expl osion of interest in devel oping the oil
and gas resources that we have. So that by
the tinme | stepped down as secretary | ast
year, we actually were permtting 8000 new
wells every year. So for ne, the big driver
is price, and if the cost is there and the
price is there, then the investnents wll
fol | ow

Well, let nme cone to a coupl e of
points that I would |Iove to share wth al
of you today. First, as a country, we've
been a little bit fickle about the energy
agenda. It's on our mnds, and we invest,
and we pay attention in one year, and then
the price comes down, and we have ot her
t hi ngs that occupy our attention. So,
first, an argunent that we need to stick and

stay with this agenda.
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Second, not only that we need to,
but that we should want to, that this is
about offense, not just defense, in terns of
what's com ng at us in the global energy
econony.

And third, that if we do stick and
stay, that there's a very significant upside
for us--our econony and our security--in
pursui ng a robust energy agenda.

So comng back to the top, in terns
of we need to stick and stay here. QOl: we
saw the oil price spikes of |ast year. W
have a sense, right now, crisis is over,
prices cone down and it certainly has from
the $140 a barrel. But while we haven't
been paying attention, we have a two-tines
in the price of energy since its lowin
February.

If you | ook at the gl obal picture,
in terns of oil resources, what we're seeing
Is that as conpared to the '70s, where it
was very nuch about geo-politics, it's nuch
nore about geology. |It's much nore about
the fundanental s that seem fickl e today.

So the International Energy Agency,
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for exanple, for the first tinme ever [ ast
year, went and exam ned each of the 800
major oil fields in the world, and their
report was that those fields still
produci ng, yes, but very nmuch on the
decl i ne.

In fact, at the risk of predicting
where trends go, their estimte was, just to
keep pace with current |evels of production
of oil that we would need to find four tines
Saudi Arabia's current production annually.
If you figured in where anticipated growth
and demand goes, that nunber | ooks |ike six
times.

Now, those are macro nunbers. W
can | ook at individual oil fields. One that
Is of particular interest and concern to the
United States, Mexico's major field is the
Cantarell Field. O inportance to us,
because until recently, Mexico was our
second | eading supplier of oil, and because
oil is such an inportant part of Mexico's
budget and inportant in keeping a strong and
sust ai nabl e nei ghbor to our south.

Two years ago, the country of Mexico
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reported that in seven years they would be
out of oil for export fromthat Cantarell
field, and since then, the |evel of
production has declined even nore rapidly.

Wiile all of this is happening,
there is a tendency for us to think, oil
prices spike, it nust just be a conspiracy;
it must just be price-setting; it nust just
be that cartel playing us again. And
certainly, there's probably sone piece of
all of that going on.

But if you | ook at, again, Karen
focusing on the facts, at the tine that we
were | ooking at $140 a barrel of oil, it was
just at that tinme that we had nore oil rigs
depl oyed across the face of the planet than
ever before in history. Nobody was hiding
t he ball.

Are we out of oil? No. Is it a
good prediction to say that we m ght be out
of cheap oil? That's | ooking increasingly
i kely.

If that's the situation with oil,
many of you have coal reserves in your

state, certainly, Pennsylvania still the
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fourth | eadi ng producer of coal in the
United States, and there, we've had a sense
that coal is endl essly abundant and

endl essly cheap.

Now, that was a good bet for nmany,
many years, until something happened in
2007, and the sonething was the governnment
of China announci ng that they had becone a
net inporter of coal, building 40,000
nmegawatts a year of new generating capacity
very substantially driving up demand,
especially for high BTU, northern
Appal achian coal. So that $40 a ton you
could always bet on, in terns of the price
of coal, overnight becane $140 a ton, and
conpani es are paying $140,000 a day in the
Port of Baltinore in order to reserve barge
space to nove that coal into increasingly
| ucrative and pricey markets. So coal, too

sone very substantial upward pressure
on prices.

Now, natural gas has been nentioned
here too, and there we do have a substanti al
new opportunity, especially in the

unconventi onal gas formations of Marcell us,
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the Barnett, the Haynesville formations.
These gas formations are proving nmuch nore
robust than even had been antici pated and
potentially devel opabl e at a cheaper cost
t han had been anti ci pat ed.

But here, | think a note of caution
Is in order. Gas can and shoul d, especially
in these new formations, be put to work in
our econony, but it shouldn't be about
putting all of our energy eggs in any single
basket .

And, specifically, natural gas. W
did that before. 1In the early '90s, the
predi ction was that we had a trenendous
oversupply of gas. The price of gas up to
$2 in MCF forever and ever and ever, and so
there was a rush to focus singularly on
nat ural gas-powered electricity generation,
a trenendous build-out in natural gas
pl ants, but then as the governor said, that
$2 in MCF becane high double digits, and
then was $13 in MCF, and now we have a | ot
of stranded gas assets.

So in terns of diversifying our

energy resources and expecting that as
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econom c growth returns in a robust way,
while we can't give the precise prediction,
the better odds are that that price of
energy doesn't look |like a snooth slope, it
| ooks |ike a hockey stick wth those prices
shoot i ng back up.

So, one, we need to stay with an
energy agenda. Second, it's in our
interest. This is about offense, not just
defense. Wiy is it in our interests? You
know the statistics. On transportation
fuels, we're exporting a whole stinulus
package worth of dollars every year,
$700 billion in order to buy those
transportation fuels fromoverseas. Those
dollars are better invested in our own
econony.

But what's the story with
electricity? There, we potentially have the
maki ngs of a perfect storm Three things:
First, a very substantial increase in demand
for electricity. As we're living in bigger
houses, as all of our gadgets are ever
fancier, and as all of us are always pl ugged

in, so a huge increase in the denmand for
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electricity at a tinme when two things are
true. Qur fleet of power plants is, on
average, old and getting older. In

Pennsyl vani a, for exanple, we're the second
bi ggest generator of electrical energy in
the country. Mich of our fleet is 50, 60,
even 70 years ol d.

Third, and with that, our regional
transm ssion operators, the guys and gals
who run the transm ssion and distribution
systemare reporting a trenendous strain on
the grid, declining reserve nmargi ns where,
for reliability purposes, we'd |like to have
30 percent reserve margin. Those nunbers
now are down to 10, 12, 13 percent.

Add those three things together and,
again, investnent in the energy space is a
nmust for our econony, our security and for
avoi ding what we're seeing today, which is
every year, a billion dollars plus of
econom ¢ | oss because of poor power quality,
because of bl ackouts, because of brownouts
and because of the | oss of productive

activity in the econony.

Third, and finally, if we stick with
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this energy agenda, there is a trenendous
upsi de for our econony and our security.
One, the answer on the flip side of the
problens | just identified, but in three
ways, building out and diversifying our
energy resources wll be a boomto our
econony.

First and forenost, | think
Aneri cans agree, and all of you believe it,
we need to nake things in this country
again. W can nmake things in this country
again. Steel, we can nake in this country.

O the stuff we could nmake, there
are fewthings that are nore vital to our
security and our econony than our energy
I nfrastructure; so let's put people to work
I n building that out.

Second, if we do build out that
diversity of energy resources, what we see
I's the cost curve on those technol ogi es
com ng down substantially. And so as you
| ook at the renewabl e and the conventi onal
energy resources that we could build today,
you see prices leveling out like, for

exanple, Ira will speak to carbon-captured
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coal. Install costs for carbon-captured
coal are on the order of about $6,000 a
kil owatt.

Well, howis wnd and sol ar
conparing to coal fromthat perspective?
Wnd today: install costs of $1,500 to
$2,500 a kilowatt. Solar is a bit higher,
at $5,000 to $8,000 a kilowatt, depending
where you are in the country. But even that
Is in | eague with new nuclear plants that we
could build, which are comng in at about
$7,000 to $8,000 a kilowatt.

So what we see is with the
I nvest nents we have made to i nprove these
technol ogi es already, the cost curves are
com ng down and the availability of energy
options is increasing for us.

Last point, in terns of why it makes
sense to diversify energy resources and to
bring those resources on |line, we have an
| dea that renewabl e energy is expensive, and
no energy is free, and there is a capital
cost in building any and every ki nd of
energy, and | just shared with you sone of

t hose nunbers.
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The upfront cost is one piece of the
equati on, but what about the cost or the
price realized by the custoner? Here,
| ooking at electricity markets and how
they're structured is key, and, in
particul ar, whol esal e energy prices are
governed by costs on the margin. Those
costs, in turn, are governed al npost
excl usively by fuel costs.

When you bring wi nd, solar, and
hydro resources, for exanple, into the
generation m X, you have resources wWth zero
fuel cost then driving into the whol esal e
price of power. And what effect does that
have? |t brings the cost of electricity
down. Not just in theory, but in fact. Wat
we are seeing, for exanple, in Texas, where
there has been a very substantial investnent
in wind energy, in west Texas now, 11
percent of the tinme, the spot market price
for electricity is zero or negative. Pretty
good deal, if you can get it.

That's not an argunent to say,
again, all eggs should be wind or solar. It

Is to say, though, that these resources, all
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of them have an inportant role to play, and
If we are smart about putting dollars across
t he spectrumin our energy resources, Yyes,
there's an upfront cost, but there is a
payout in enploynent, in affordability, and
in driving our econony forward.

Thank you all very nuch.

GOVERNOR MANCHI N

Thank you, Katie, for a wonderful
presentation. And we have tinme for a
guestion or two, if any of the governors
have any. Governor [Chet] Culver from | owa.
GOVERNOR CULVER:

Thank you very nuch for the
presentation. You tal ked about our
opportunity to make things, and | think
there's a ot of lowhanging fruit right
now, and certainly in the Mdwest and in
other parts of the country, related to
renewabl es.

For exanple, in lowa, we have
created, in the last tw-and-a-half to three
years, 2300 green-collar jobs, all brand new
jobs. W are naking towers, turbines, w nd.

That's all new econom c devel opnent, new
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I nvestnent. We have nine w nd energy
conpani es that have cone to lowa. The
supply chain is follow ng them

But ny concern is that we need the
federal governnent to set a renewabl e
electricity standard so that we encourage
nore use of alternatives. | agree; we have
to have a diversified portfolio. W need it
al | .

But we have a w ndow ri ght now,
certainly in the next couple of nonths in
Washi ngt on, where we have got . . . we can
have this debate about clinmte change and
all that, but I think we need to go
aggressively for sonething I think all of us
can agree on is a mninmum standard for
renewabl e el ectricity.

In lowa, we've had a codified
renewabl e el ectricity standard since the
early '80s. W are now producing 15
percent, in part because of that standard,
15 percent in 2009 just fromw nd al one. W
have 2900 turbines operating in our state.

Every state could do that. | nean,

they could. It mght be solar; it m ght be
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geothermal; it mght be wind. But we have
to. . . 1've not heard any discussion
about the urgency related to what | think is
the easiest way in Anerica to create a
green-collar job, if we're serious about
creating one nore green-collar job, is to
pass that renewable electricity standard
that | think they're . . . and | don't know
exactly what it is, but we have to certainly
rai se the bar; otherw se, we risk |osing
what we have.

And so | hear all this talk about
maki ng things, and creating these new jobs
in the future, and here it is. W've got an
amazi ng workforce ready to do it. They're
talented, they're ready, they're excited,

t hey' re capabl e.

We have community col | ege graduates,
with an associ ate degree, nmaking $50, 000 a
year com ng out of these progranms in |owa.
They can go anywhere in the world to work.
But if we don't have the parallel state and
federal policies, we're going to mss this
opportunity of the 21st century.

M5. McA NTY:
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Governor, | think your points are
right on the mark. And | can share our own
experience in Pennsylvania, a very simlar
story. Wen we stepped out and put a
priority on clean energy, we have now gr own
a manufacturing sector that's not new
econony versus old econony; it's giving a
productive econom c opportunity to the skil
sets we've always had. W know how to build
the things. But 3000 jobs is what we've
real i zed.

And | think the inportance that you
are tal king about, in terns of a renewable
portfolio standard, you know, what we're
tal ki ng about there is working with the
mar ket because, in earlier days, in the
'90s, for exanple, the idea was, well, if
you build it, they will cone. Well, if that
wasn't true then, investors who got burned
with that kind of idea are not buying it
now.

The i nportance of the portfolio
standard is it takes that market risk away.
If you build it, there will be a market.

And | think, especially where we find
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ourselves right now, where we have sone bit
of liquidity com ng back in the financi al
sector--but certainly not enough--if there's
an overhang of risk and uncertainty, those
dollars wll not be invested and the reverse
is true. |If we can provide that strong

mar ket signal, the investnent will follow
GOVERNOR MANCHI N

Thank you, Katie. | appreciate it.
Thank you Katie, so nuch. Let's give her a
hand.

At this tinme, | would like to ask
our host governor, Governor Hal ey Barbour,
to come forward and introduce our next
speaker.

GOVERNOR BARBOUR:

I"'mglad to introduce one of ny
corporate citizens. Nucor Steel, God bless
them has a great facility in suburban
Jackson, M ssissippi, and another facility
in our state. Dan DiMcco is the CEO of
Nucor, which as was nentioned earlier, is
the | argest manufacturer of steel in the
United States, as well as the |argest

recycler in North Anerica.
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He's got a little different view on
energy policy. He is one of the country's
bi ggest energy consuners in the private
sector. Dan.

MR Di M CCO

Good norning. Everybody going to
stick around for not only mne but Ira's,
seeing as tine is disappearing here. W're
going to be here as |long as we have an
audi ence, okay, or at least as long as the
caneras are rolling.

Two things | would like to start off
with. Nunber one, Karen, thank you for
setting a realistic tone. | appreciate it
as a manufacturer in this country that
enpl oys over 22,000 hard-working nen and
women.

Katie, what can | say? You know,

t he nunber one nessage that | heard and that
we' ve been preaching since the '90s and
before, since the '70s, is we have to have
an energy policy, an energy agenda that's
organi zed, well thought out, bal anced and

I ncl udes everything. And the reason the

"90s didn't materialize anything is because
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we didn't have that.

And on natural gas, the reason we
didn't have that is because of the access
| ssues that canme about as tine went on. As
we know today, there's beaucoup natural gas
around, beaucoup tines a thousand. W have
to access it properly, but it's there. Wat
a great resource to have providing great
hope for our country's energy situation.

But the key has al ways been we have
not had a national energy agenda. The
| eaders of this country have |l et every
Anerican down since that first oil crisis
and energy crisis back in the '70s. Let the
Ameri can peopl e down, and the Anerican
peopl e al so have a responsibility in that
because they didn't hold their | eaders
accountabl e for putting together sonething
that was going to stick around. W woul dn't
have had $200 oil that we were having in the
| ast year or so, wouldn't have had those
I ssues if we had done the right things, if
we had an Apollo type program for national
energy strategy. And believe ne, it needs

to enconpass everything. So | commend you
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very much for making that point and driving
it hone.

One other point, | also sit on the
Duke Energy Board of Directors. | know Jim
Rogers was here speaking earlier this week.
Jimand | don't always agree on everything.
That's why he has nme on his board so he can
have sonme kind of virulent thinking.

One thing | can tell you about Duke
I s that between now and 2050 they have to
repl ace every power plant they have today--
every power plant between now and 2050.

So how is our energy strategy, as a
country, going to be put together to nake
sure that's done in the best possible way
for America, for Anmericans and for our
environnent? That's not in ny prepared
remarks. That's just in reaction to what
|'ve heard so far. A-plus for both of you.

This slide you need to focus on
because no busi ness | eader can get up here
and no Anerican who is not concerned about
what's going on with our econony can get up
here and not tal k about what's the nunber

one priority in front of all of us for sone
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period of tinme, and that's creating jobs.

This slide, if you carefully | ook at
it, will show you the reasons why it's so
I nportant. This slide here is show ng you
t he nunber of job |osses cunul atively since
t he peak, and what you see--and this is not
counting the 500,000 nore jobs that will be
announced probably Friday. There have been
over seven mllion jobs |ost at that
announcenent, since the beginning of this
recession, this economc crisis.

What you need to focus on is that
this shows the plot of every recession going
back to the 1970s. And as you watch this
curve go from'70s, '80s, '90s, 2000
recessi ons, what you see is a flattening of
that curve. You go 40 nonths out after the
peak, job recoveries are becomng flatter
and flatter and tougher and tougher to cone
by. That's one thing you should | ook at.

You shoul d |l ook at the tinme on the
bottom when we got to the bottom You
should | ook at how far down it is when we
reach bottom |If you | ook at that and you

| ook at today, and what we are seeing today,
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which is the | ower curve, unfortunately,
what we have here is a crisis that's going
to be with us for the rest of this .

for the next 10 years, not just the next
coupl e of years.

What people don't understand is how
many j obs we have to create. Every nonth,
150, 000 new entrants cone into the workforce
fromcoll eges, fromhigh schools, your
children, ny children, grandchildren,

I mm grants conme to the workforce. These
nunmbers don't include those. So you had
better multiply every nonth tinmes 150, 000,
for however long it takes us to get back up
to positive jobs, and you really want to
know t he magni tude of the job problemthat
we have in this country, job creation
problem W' re not tal king about having to
create 6 mllion jobs. W're not talking
about having to create 7 mllion jobs.

W' re tal king about having to create 13 to
14 mllions jobs over the next five years
just to be able to take care of what we've
| ost and the new entrants into the

wor kpl ace. Every nonth that goes by, it's
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150, 000. And the nunbers you get fromthe
governnent do not include those people. And
the nunbers you get fromthe governnent in

t he unenpl oynent rates don't include people
who have given up |ooking for work, which is
at a record high. And don't include the
part-tinmers, which is at a record high.

Nucor has 22,000 enpl oyees. W don't |ay
anybody off. W are incurring over a

$100 million in additional costs not to |ay

people off. In our 40-plus year history,
we've never |aid anyone off. It costs noney
to do that.

The reason | enphasize that is
t oday, those people are working 50 percent
of their normal hours. They're not laid
off, but they're working half the tine.
They are that new record total nunber of
part-tinme workers.

And when you start to | ook at the
real unenpl oynent rate today, based upon
t hose who have given up | ooking for work and
those who are on part-tine, it's nore |like
15 or 16 percent. And I'mnot the one that

put those nunbers together, although we have
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our own. You can't pick up a paper, when
they're tal king about this, and not now
start to see another paragraph that talks
about that group and the real unenpl oynent
rate. That's fact. That's not fiction.
It's the reality that Karen was tal king
about, hard reality.

W' ve got our priorities nessed up,
here. W are not focusing on the right
ball. Were are you going to create 13,

14 mllion jobs over the next five years?
There's no one solution to it. It's got to
be a broad-based one. W're going to talk a
little bit about that.

But the nunber one priority in
Washi ngt on, the nunber one priority for
busi nessnen, business leaders in this
country has got to be jobs, jobs, jobs,

j obs.

And we've got to be able to get our
econony back to the point where we can do
all the other things we want to do,

I ncl uding the things that are bei ng debated
hotly in Washi ngton today. But we shoul dn't

be doi ng those things until we have created
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the kind of econony that gives us the noney
to pay for it, and we're not doing that.
When you think about 13, 14, 15 mllion jobs
that need to be created, we're not | ooking
at the right targets. W're not |ooking at
the real severity of this problem Don't
kid yourselves. It's that serious.

This is not sonething that sonebody
made up. This is real. Look at how deep
the drop-off is. It's going to go down
anot her 400, 000, 500,000. Inmagine, if the
trend continues, howlong it's going to take
for us to get back to zero cunul ative job
| osses. You are tal king way past 40 nonths.
This is serious. It should be job priority
nunber one for every leader in this country,
everyone, including the governors in this
room

W' ve had a serious economc Crisis
created by serious structural problens in
our econony. W have a financial crisis
created by too nuch of sonething for
nothing. Well, we had too nuch easy noney,
created by a ot of different things, not

the | east of which was the fact that
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sonebody kept buying all our debt, which
kept the treasury rates down, which kept
noney rates down, which allowed for this
fiasco of borrowng to drive consunption

I nstead of what we all grew up wth and need
to go back to, and that is, you don't buy
until you've saved. W need to go back to

t hat nodel that nmy parents had to live with,
which was called | ayaway. You want a new
refrigerator? You save for it. You don't
run up debt.

And the fact of the matter is that
debt isn't going to be easily obtainable
goi ng forward. The rules have changed. The
credit rules have changed for individuals to
buy hones, to buy cars, to buy refrigerators
and for businesses. |If you don't think this
Is a big issue facing businesses, think
again. Think about where all those job
| osses are com ng from nmanufacturing and
constructi on.

And what are we doing in this
country to support the regrowth of
manuf acturi ng and construction? Nada. O

just above nada. Sixty billion dollars of a
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600-plus billion dollar stinmulus package,
who are we ki ddi ng?

You want to | ook at success? Look
at the Chinese and what they do. | don't
al ways agree with the Chinese and the things
they do. The governor from Arkansas knows
that. So does Haley. Wat did they do?
They didn't spend $60 billion. They spent
$600 billion on infrastructure. W' ve got
$2.2 million in infrastructure failing us as
we speak.

The scientists and civil engineers
said, over the next five years, that's what
we've got to do just to conpete, keep our
dans from breaki ng, inprove our power grid,
get better air traffic control systens,
sewer, water systens so they're not bl ow ng
up in New York, our dans aren't busting.
Watch the History Channel's infrastructure
program It's downright scary, all the
things that we've neglected. W' ve got
Wrld War 11, pre-World War 11,
infrastructure in this country.

You want to put people back to work,

create the jobs that people are prepared

Merrill Legal Solutions



243

for. Don't give ne this retraining stuff
and everything else. There's no reason why
we shouldn't be investing here in Anmerica
and creating a return on that investnent,
and the only way you are going to do that
over the next five years to 10 years--what
we need to create those 13 mllion jobs--is
to build things here, rebuild our
I nfrastructure, get our trade deficit
straightened out. Free trade, yeah, it's
critical, but only if you enforce the rules
of it.

@Quess what we don't do and haven't
done since Ronald Reagan? Yes, Bush 1,
yeah, the dintons, yeah, Bush 2, we have
not held our trading partners accountable
for the agreenents they nade to have access
to our markets. \Wether it be our free
trade agreenents, whether it be WO
accession, which China agreed to with
certain rules over the favored-nation
trading status that we've given China and
ot her countries to have access to our
markets. W don't do it.

Free trade doesn't exist. Wat we
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have is a global trading word that's based
upon nercantilism China is doing it |ike
no country in the world has ever done it
before. Before them the Koreans did it.
Bef ore them the Japanese did it.

It's okay to a point. W did it at
one point, I'"msure, in our history. But
when things get to an extrene and you' ve got
to say, hey, tinme to play by the rules. You
are no |l onger a devel oping country. China,
for exanple, has the world's | argest steel

I ndustry. This year, they'l|l produce 530

mllion tons of steel in China. |In 2000, if
they did 200 mllion tons of steel, it was a
lot. In this country, we nake nmaybe 100

mllion tons. They're over five tines as
bi g as us since 2000.

| don't have a problemw th China
grow ng. They've got a |ot of people. God
bless them Get the damm currency to where
it's fairly valued in markets so your
consuners can actually consune instead of
having to save because there's no safety
net. Stop trying to export your way into

weal th and start giving your people an
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opportunity to becone consuners because the
United States, guess what, we're going to be
absent fromthe fight for sonme tine. All

t hose consuners who ran making that big
bubbl e that we saw in housi ng and everyt hi ng
el se, they're gone.

Not only are we in a financial
crisis and the great recession, but those
consuners are gone because of credit issues
because, what, they lost $15 trillion in
their wealth. Al that talk back in the
earlier part of this decade about how peopl e
were refinancing, taking the noney out,
spending it on things, how great that was on
t he econony, that was a short-termfix and a
| ong-term di saster created by a | ack of
| eadership. Short-termfix, long-term
di saster, people living on stuff that they
had no right to.

In this country, you don't have a
right to own a hone. You have the
opportunity to own a hone. This is the |and
of opportunity. Yes, we have rights, but
when it conmes to this stuff, you have the

opportunity for a job.
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That's what ny grandfather cane here
for in 1906, as a six-year-old boy. He cane
here to live the American dream and because
of what was in place in the manufacturing
society, his grandson got to nove up to be
CEO of a Fortune 200 conpany mnaki ng
$7 million to $10 nillion a year. By the
way, |'mthe sixth nost deficiently paid CEO
in the United States, so that's not
out rageous, even though you m ght think so.
One in Charlotte is getting $60 mllion for
one year. |t don't work out that way.
That's not the way our conpany is set up.

We are paid for performance. If we do well,
we get paid well. |If we don't, | nake ny
base salary. This year, it's $800, 000.
That's probably all "Il make. That's the
way it goes. That's the way it should go
for everybody, including those guys on WAl l
Street that are handing out those billions
of dollars in bonuses today.

We've got a failed trade policy.
We've got to revanp it. W've got to hold
peopl e accountable. If you let the narket

doit, we need to do it.
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Energy, what has this got to do with
what |'mtal ki ng about so far? There should
not be one conference on energy where you
are not tying it back to the econony. Katie
did a great job of it. Think about all the
revenues that will be generated if we truly
devel op a broad-based energy plan that uses
all forns of energy.

By the way, at a Duke board neeting,
just to kind of put things in perspective,
to go along with your Barbara Boxer or
Di anne Feinstein story, and the Mjave
Desert, and how 500 acres could not be used
for sol ar because there was an environnental
group that said there was sonethi ng speci al
about the Mjave Desert there. Solar power,
whi ch everybody wants, couldn't be put into
pl ace because of that.

Vel l, there's another story. Duke
board neeting, two years ago, |I'msitting
there, question after question from poor Jim
Rogers on green this and green that, your
coal fire plants, and what you are buil ding.
And at one point, it was obvious Jimwas

going to junp right in there and say,
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nucl ear power is the greenest form of

energy. And there was this young | ady, 24
years ol d, just graduated from coll ege, who
said, aha! You are wong. You are
absolutely wong. The greenest form of
energy is wind, wind power, windmlls. And
Jim being the el oquent speaker and handl er
that he is, said, well, why is that? And
she says because all those materials that go
i nto building nuclear power plants, you have
to generate CO, to produce them Not for

w nd.

And I'msitting there, manufacturer
of steel, and I'mgoing, Jim here, |oo0k
over here, Jim | can't speak up. I'm
trying to get his attention. Every w ndm |
Is made wth what? Governor? Steel or
fi berglass. How nuch CO, i s generated during
t he production of those raw material s? You
want to build a foundation for a wndml|l?
How tall are these things getting? You know
how much concrete and reinforcing bar is in
that footing? There's nothing green about
the products that go into it, fromthe

standpoint this |ady was tal king, but she
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had it in her head, she had been
I ndoctrinated and that's the problemwe
have.

We cannot be using phony logic to
deal with real world problens. This is not
tal king dowmn to windmlls. | hope they
build lots of them They put a | ot of steel
into them Ckay? But there's a |ot of
problens with every form of energy we have.
There's no formof energy, | don't care how
green you think it is, that doesn't have a
significant CO, inprint, footprint--none, at
| east none that we know about today.

W' ve got to have an energy policy
that creates jobs, nunber one, and gives us
ener gy i ndependence, nunber two.

|"'mgoing to junp through these
slides. This is the U S. manufacturing jobs
since '98. You can see where they've gone.
Lost 5.8 mllion manufacturing jobs in this
country, maybe a third of it due to
productivity, the rest due to a failed trade
pol icy.

Here's how t he manufacturing jobs

coordinate with the trade deficit, real
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quick. Well, let's talk energy. You want
to have an inpact on the trade deficit, you
want to have an inpact on our ball ooning
debt, whether it be budgetary fiscal debt or
trade debt, $13 trillion to the world today
and grow ng, |look at this chart here. It
shows you what percentage of our trade
deficit is due to energy.

There is no reason that couldn't be
zero in 10 years. None. But we've got to
have an energy policy that's real world and
bal anced. There's no way. W are the
I nnovators, by recognition around the world,
for the steel industry. W've
revol utioni zed the way steel is nmade. Qur
carbon footprint is one-quarter what it is
for conventional steel making. W recycle
over 25 mllion tons of scrap netal every
year that doesn't go into landfills and uses
one-third to one-quarter the anount of
energy to produce a ton of steel. W're
al so the nation's |argest purchaser,

I ndi vi dual custoner to purchase electricity,
coal fire and what have you, nuclear, hydro,

natural gas, you nane it.
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This doesn't need to be this way.
What we had in 2008 was a trade deficit of
roughly $800 billion dollars, in which
$390 billion was energy, and there's no
reason why we can't take that to zero or net
zero. We don't have to take it to zero.

W' ve just got to have an energy policy that
recogni zes we need to drill for natural gas
and, yeah, oil sonetines. W need to use
nucl ear. W need to use wi nd power. W
need to use solar. W need to use hydro.

We need to use everything to nake that
nunber go down by $400 billion. You don't
have a choice as to what you use. You have
to use it all. And you have to use it in a
wel | thought out, orchestrated way.

We have | ed the world in innovation,
but 1'Il tell you right now it takes decades
to get from conception to develop the
technol ogy, and then to inplenent it, you
better put another decade in there.

So where's this magical technol ogy
that's going to nmake us carbon free
overnight? It isn't there. But intine, it

will be there. If we have a national energy
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policy led by our |eaders in Washi ngton, by

busi ness | eaders in this country, we wll

get to the point where we are drilling
everywhere we can drill in an
environnentally friendly way. If we can't,

we don't drill.

But we are going to have to be
realistic about that. W are going to use
all our resources today to get that to zero
as soon as possible. And while we're doing
that, we are going to take sone of the
revenues being generated fromthat and we
are going to set them asi de and devel op
technol ogi es for clean coal and whatever
el se we need to do, to nake wi nd power nore
cost effective, and get nucl ear power plants
built and, yeah, the governnent is going to
have to have a big role in this. They can't
be an absentee partner. They've got to be a
| eader .

And this country got to where it is
t oday not because the governnent stayed out
of things, because there was a working
realistic partnership over decades between

governnent and free enterprise, between
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gover nnent and busi ness | eaders who focused
on the goal and nmade it happen, |ike the
Apoll o program |If we can go to the damm
noon, we can take care of this problem

But it won't happen overnight. So
we've got to have a nultistage energy policy
t hat says, get that to zero now because
we're paying interest on that every year.
The trade deficit is growing. The anount of
noney we are borrowing is grow ng by
trillions of dollars, no longer billions of
dollars. W' ve got to get that down now.

Then we've got to use the noney that
we save fromthat and the revenues that cone
fromthat to build the green future, to
build the carbon-free future or mnimze our
carbon footprint, if we truly believe that
CO, is a mpjor culprit in mannade gl oba
warm ng. That's what we have to do.

And we are not doing it. W do not
have a national energy policy to deal with
this type of thing, and we don't have a
nati onal manufacturing policy to get people
back to work and rebuild our prom nence in

gl obal manufacturing, whether it be
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wndmlls or whether it be steel plants, or
whet her it be car plants or whether it be
next generation battery plants.

And, oh, by the way, China--1 know
|'"ve got to get going so Ira has a second
here--China is building coal-fired power
pl ants qui cker than you can say junpin'
Jehoshaphat. They are buil di ng nucl ear
power plants quicker than you can say the
sanme thing. And their entry into battery
technol ogy, with all due respect, governor,
Is a spit in the ocean conpared to what
they' re doi ng building nuclear power plants
and coal -fired power plants. They're going
to get into this. No doubt about it. |
agree wth the governor. And we're not
doi ng enough.

But don't m stake the fact that
that's what they're doing, and that's why
coal prices are going up, as you nentioned
earlier. They are building nore coal-fired

power plants than you can shake a stick at

and we're sitting here doing nothing. W're

not doing battery. W're not doing any of

it. And it needs to be a governnental
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effort in hand wth business and free
enterprise to make it work. [t's got to be
a Wrld war |l kind of effort, where
everybody gets into the act, and we're not
doing it, and we need the |eadership in this
country to do it, and | pray that President
Gbama provi des that |eadershinp.

|"mgoing to be told now to get off,
and |'m about hal fway through ny talk.
Thank you.

GOVERNOR MANCHI N:

| want to thank Dan for that
positive, encouraging presentation and we
appreciate it very nuch.

And with that, | want to introduce
our next speaker. Qur final speaker this
nmorning is Ilra Magaziner. He serves as the
chairman of the Cinton Cimate Initiative
and the dinton Foundation, HV Al DS
Initiative. He is also on the Board of
Al'liance For a Healthier Ceneration and
G inton Hunter Devel opnment Initiative.

From 1993 t hrough 1998, he served as
seni or advisor to President Cinton for

policy devel opnent at the White House. In
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this capacity, he supervised the departnent

I npl enmentation of the admnistration's
policy for commercialization of the
Internet, and worked with First Lady H Il ary
Rodham Cl i nton on the devel opnent of the
President's health reformi ssue.

Prior to his Wite House
appoi ntnent, M. Magaziner built two
successful corporate strategy consulting
firms that assist major corporations in
devel opi ng their business strategies.

The dinton Cimate Initiative has
been working on energy-related initiatives
wor | dwi de, including a project to retrofit
bui | di ngs and reduce energy use.

Pl ease wel cone |ra Magazi ner.

MR MAGAZI NER:

| think |I've got about two m nutes
and 30 seconds, so I'll do the best | can,
and | realize I'"'mthe only thing that stands
bet ween you and lunch, which is not a good
place to be. The only good news fromne is
I'"'mnot here to tal k about heal t hcare.

Let ne just try to be practical on a

couple of matters. Wat we're doing with
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the dinton Cimate Initiative is to try to
actually inplenent real |arge-scale projects
around the world that wll denonstrate the
busi ness governnent nodel s about how to get
new t echnol ogi es novi ng and new i nvest nent
novi ng towards a cl ean energy future.

And 1'Ill just get specific in
mentioning a couple of the areas. First, we
haven't tal ked nuch about energy efficiency
today, and energy efficiency is really the
fastest way to get to energy independence in
any country.

We're partners with 40 of the
| argest cities in the world on projects to
cut energy use and create clean energy in
those cities. And there are a coupl e of
maj or ways and ways you all, as governors,
can al so engage in this, and | know sone of
you are al ready.

One is that in retrofitting
bui | di ngs for energy efficiency, you
typically can get 30 to 40 percent
| nprovenent in energy use in nost
established building stock in this country,

and you can get paybacks that are three,
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four or five years on that investnent.

W' ve been pioneering a nunber of
different nodels that allow the building
owners not to have to put up any nbney
initially, but rather to finance through the
ener gy savings and through other neans to do
this.

And agreeing with the issue on the
j obs, when you actually retrofit a buil ding,
it's a huge job creator because if you are
going to put a green roof on a building,
sonebody has got to be standing on the
building. It's not the kind of job you can
outsource to India, even if you wanted to.
So it's a huge job creator.

We just recently initiated about 500
mllion square feet of buildings around the
world we are retrofitting this year through
our prograns, including the Enpire State
Buil ding in New York, the Merchandi se Mart
i n Chicago, the |argest shopping center in
I ndi ana, one of the |argest conmmerci al
bui | di ngs in Shanghai. And we're al so doing
all the public housing in New York and in

Toronto, schools in 15 different cities
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around the world. And then actual nunici pal
and state buildings in places ranging from
Johannesburg, to London, to Houston, to
Bangkok, to Mel bourne, all taking their city
and state buildings for retrofit and saving
significant anobunts of energy. |It's a good
econom ¢ case, as well as one that saves
energy.

I nt egrat ed wast e nanagenent, a pl ace
| i ke New York spends a $130 a ton to ship
Its waste to Pennsylvania to bury it. It's
crazy. You can do integrated waste
managenent now, where we recycle, and take
t he bi ol ogical waste and turn the conpost
into energy, itself.

And these integrated waste
managenent projects, now we're doing themin
devel oped countries. W're redoing the
whol e waste systemin London, going to apply
that to Houston, taking building waste and
turning it into conpost, in partnership with
Wal - Mart and a | ot of supermarkets and
others there and the city. And then we are
in places |ike Laos. W' ve got these huge

nmega cities growing into a mllion people a
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year and no waste di sposal systens.

Li ghting, street |ighting, we just
announced sonething with Mayor [ Antoni 0]
Villaraigosa in Los Angeles, where we are
replacing all the streetlights in Los
Angel es with LAD streetlights. It's about a
si x-year payback. The project is going to
save 70 percent on energy use. And all this
| ighting right now, when you have street
lights or traffic lights, 80 to 90 percent
of the energy you use goes into heat, not
into lights. Wth LAD |ights, you can
change that around, and now we're in 10
cities around the world, based on Los
Angel es nodel inplenenting LAD street
lighting in places as diverse as Bogot a,

Col onbi a; and Mel bourne, Australi a.

Projects on clean fuel vehicles that
have been tal ked about, hybrid diesel buses,
gar bage trucks and also infrastructure for
cars, these are all things that we're
| npl enmenting on projects around the world.

Water systenms: you go to a place
| i ke London that | eaks 35 percent of its

wat er before it ever gets to a custoner;
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1500-year-old infrastructure, the sane is
true in many cities in the United States,
the punps for that water are the biggest
energy users that nost cities have. And you
can use snmart netering. You can install
nore energy efficient punps, repair the
| eaks and do other things that will use
much, nuch | ess energy in the water systens
all around the country.

These are all practical things that
mayors and governors have control over. W
started in urban areas because urban areas
use 75 percent of all the energy in the
worl d; and therefore, if you are going to
get energy efficient, you want to start
there, but it can be done in small towns, as
well as in large cities.

We're al so engaged in projects on
cl ean energy that have been tal ked about
today. We believe that fossil fuels are
going to continue to be a fundanental source
of energy in the world, whether people Iike
it or not, for many years to cone. But you
can devel op cl ean coal technol ogi es and

t echnol ogi es that do carbon capture and
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storage. W are engaged in |arge scale
projects now in Pennsylvania; in Victoria,
Australia; and Rotterdam to nention a few,
to inplenent efficient carbon capture and
st or age.

We're also involved in sone projects
now wi th sone new technol ogy that wl |
essentially conbine CO, em ssions with brine
or seawater and create cenent, so that you
can actually enbed the CO, in a building
material that can be used either as a
concrete aggregate or as cenent, which woul d
solve two CO, probl ens, one the creation of
cement and concrete, which is CG i ntensive,
but al so being able to take the fluid
streans from power plants and enbed the CG
In solids so that you don't have to
transport it and bury it.

On solar, we are involved in the
first large scale solar deploynents in the
wor |l d, 3,000- to 5,000-negawatt sol ar parks
in two states in India, in Australia, in
South Africa and hopefully in the Southwest
United States.

And one thing that | will agree with
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in the earlier presentation is that people
thi nk of India, they think of bureaucracy
often and getting things going, but it is
much easier to get a project going of this
scale in India than it is in the Mjave or
in the Southwest United States right now, or
easier in Australia than it is here, which
I s sonething that should give us pause and
sonet hi ng we shoul d think about.

Let nme just finish by saying these
ki nds of projects, yes, we do need a
national energy policy. Yes, we do need to
keep jobs focused. Yes, we do need to
reestablish the manufacturing base in the
United States. That's sonething |'ve been
writing about since the early 1980s. And
our econony wll never flourish unless we
reestabli sh ourselves as a manufacturer, as
a producer of real things in this country
and use our innovation to do that. And,
yes, we shoul d have national governnent
policies that foster that
reindustrialization of this country and
usi ng that associated with our energy policy

IS just a natural.
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One of the things that . . . | had
an interesting career in Washington, six
years at the Wiite House, where in the
begi nning, | was sort of off, and then the
heal thcare reformdied, all of the people
that were friends of mne in Washi ngton all
of a sudden wal ked to the other side of the
soccer field when we were playi ng when they
all used to conme over and nob ne. And then
when | started the Internet work and that
was a success, they were all ny friends
again and shanelessly. It was an
I nt eresti ng experience.

But with the Internet policy, which
was the successful part of what | did during
nmy White House tenure, what we were able to
do was establish a policy for
commerci alization of the Internet, which not
only hel ped launch the internet. It was a
very market-driven policy. Helped | aunch
the Internet globally through a set of
I nternati onal agreenents, and al so donestic
policy initiatives, but created mllions and
mllions of jobs in this country in the

process because we were | eaders in Internet
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t echnol ogy.

W need to do the sane thing with
energy. And we have the opportunity, both
with energy and energy efficiency, to do
that. And | agree with the previous
speakers--that should be job nunber one
ri ght now. Because we can create sone of
those 13 mllion jobs you are going to need
wWith significant infrastructure devel opnent
in this country that we absol utely need.

It is shocking to ne, as sonebody
who travels the world, that infrastructure
i n places, even in Africa now, where we do
our AIDS work, is newer and superior to
I nfrastructure here in the United States.
We have not revived our infrastructure, and
we need to do it, and we need to do it in a
way that uses all of the technol ogy that we
have, and with stuff that's primarily
manuf actured in the United States. And we
can do that, just as we did with |Internet
t echnol ogy, we can do that. And that should
be the way we integrate our econom c policy
and our energy policy together.

But | would say you, as governors,
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and the mayors are on the front |ines of
this, because whatever policies are
I npl enented globally, it's going to be you,
at the local level, that can actually set
the progranms in notion that wll make sure
the infrastructure gets built, nmake sure
that building retrofits take place, making
sure that waste nanagenent facilities get
updat ed, nake sure that your water
facilities get updated, and so on, and you
need the governnent to provide the policy
framewor k and sone of the noney to do that,
and al so to take sone of the handcuffs off
so that you can actually get on in doing
that effectively.

Thank you very nuch.
GOVERNOR MANCHI N:

| want to thank you for your
comments. And | think Governor Barbour has
a qui ck question.
GOVERNOR BARBOUR:

Thank you very nmuch. W in
M ssi ssippi are like Chet tal ked about for
lowa, we're going to have the first

commerci al scale carbon capture coal-fired
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plant in Mssissippi. It's in permtting
right now. Qur other big utility, the

I nvestor on the utility is going to try to
build a second nucl ear power plant. Karen,
you wll be glad to know the | ocal
governnent, city and county have both asked
for it to be built there.

But | was interested to see in the
paper that yesterday, the Indians apparently
told Secretary Clinton that they're not
about to get involved. And as Dan
mentioned, they're building about five
coal -fired power plants a week in China.

And if | renmenber your presentation earlier
that you didn't get to today, it's about
five tinmes nore greenhouse gas em SsSions per
ton of steel made in China than in the U S

So the question |'ve got, | happened
to be at the hearing when the head of EPA
said in answer to your question, if we do
Waxman- Mar key or sonething like that, and
China and India refuse to participate, then
in 100 years, it would be no materi al
difference in climte conpared for our doing

it.
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MR MAGAZI NER:

Well, let nme be politically
I ncorrect in Anerica and give you the Indian
and Chi nese point of view on this. What
they would say is that, right now, the
United States emts about 25 tons per person
per year of CO,. India is about one ton and
China is about five tons, six tons per
per son.

And they would al so point out that
the accunul ated CO, stays in the atnosphere
for 100 years, and if you |l ook at the
accurul ation of that CO,, they didn't have
much to do with it, conpared to us and
Europe. So their argunent is to say, don't
cone lecture to us until you fix it in your
own house.

Now, having said that, | don't think
the world is going to be a better place if
we just sort of point fingers at each other,
each of us having good argunents and bad
argunents, but we've got to get on with it.

In India, they are noving ahead on
solar. And we have shown them-there's not

time to get into this--but the two key
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t hi ngs, when you are building out a new

i nfrastructure |ike solar, is that solar has
a very high capital cost up front to build,
but once you build it, it's very cheap

ener gy because you just have to clean
mrrors, and replace mrrors when they
break, but then it works okay. But 80 to 90
percent of the total cost of building I arge
scale solar is in the upfront capital cost
and the financing of that capital cost.

And the other thing that's inportant
about solar is scale. If you build out 3000
nmegawatts, 5000 kilowatts, it will be 40
percent cheaper than if you build a 50
megawat t pl ant.

So what we've shown themin India,
and we're doing this in tw states, is that
within a few years, we can actually nmake
sol ar cheaper than coal-fired power. So
t hey' ve been building out a coal-fired power
pl ant every week-and-a-half. And they're
Interested in going to solar to do that.

On carbon capture and storage, they
don't really have the places to store |ike

we do in the U S that can be safe, so
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there, we think eventually, the technol ogy
w |l inprove out, hopefully this technol ogy
of converting CO, into concrete filler. Then
they'll be very interested in that because
they're building a ot in India, and as we
can get concrete as an aggregate that cones
fromthe CO,, that will be a technol ogy that

| think they will adopt.

So the only thing | would urge is
that first and forenost, we should tend to
our own garden here, and nake sure that
we're doing the job here, and use the fact
that others are not to give us an excuse not
to do what we've got to do.

But the call | would nake here, |
don't think, politically and econom cally,
that we win this argunent, nor do we do the
right thing in America if we try to argue
that it's just on the basis of clinmate
change. | think climte change is real.
We've got to address it. But first and
forenost, this has to be about jobs, and it
has to be about econom c recovery, and we
need to marry that because it's only when

peopl e understand that we're creating jobs
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here and affecting an economc
transformation that we're going to win the
political argunent that we need to get the
rei nvestnments we need in our infrastructure
and our energy.

Thank you very nuch.

GOVERNOR MANCHI N

Thank you to all the speakers and
presenters. W appreciate it very nuch.
And you were very informative and we
appreci ate you being here.

We' || now begin the adoption of the
post policy positions al phabetically by
commttee. The policies were originally
sent to all governors on July the 2nd. The
packet in front of you reflects those
policies as adopted by the standing
committees and they require two-thirds vote
of those present and voting.

To expedite matters, | would ask
each commttee chair or conmttee designee
to nove the adoption of those conmmttee
policies. At this tinme, I'll call on our
commttees. | would like for Governor

[ M ke] Rounds, for the Econom c Devel opnent

Merrill Legal Solutions



and Commerce Committee.
GOVERNOR ROUNDS:

(Governor Rounds' m crophone was
turned off, and therefore his coments were
I naudi bl e.)

GOVERNOR MANCHI N:

Al'l those who heard the notion, to
second the notion of Governor Rounds.
GOVERNCR [ Jan] BREVER

| second the notion.

GOVERNOR MANCHI N:

We have a second from Gover nor
Brewer. All those in favor, signify by
saying "aye." Al opposed?

The notion is passed.

GOVERNOR ROUNDS:

M. Chai rman, EDC6, we found a
correction that needed to be nmade, and that
was identified very easily, if | can pull it
up. On 63-2, under the category or the
lines 1 through 4, we have overstrikes.

They need not have been there. | would omt
the overstrikes on Iines 1 through 4 on 63-2
on 88, and wth that, would revert back to

what it was previously. And with that, |
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woul d nove the anendnent first, and I'll ask
for a separate vote on the policy, itself.
GOVERNOR MANCHI N:

You heard the anendnent. Do we have
a second?
GOVERNOR BARBOUR:

Second.
GOVERNOR MANCHI N:

Second. All those in favor, signify
by sayi ng "aye."

And opposed?

The anmendnent is accepted.
GOVERNOR ROUNDS:

| woul d now nove the anmendnent.
GOVERNOR MANCHI N:

Now we nove the anmendnent for
adoption. Having heard that notion, a

second to that? Second?

Al'l those in favor signify by saying

"aye" ?
Qpposed?
GOVERNOR SCHVWEI TZER:
No.

GOVERNCR MANCHI N:

Mbtion carri es.
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| believe also that Governor Rounds
IS going to present for Governor [Bill]
Ritter the Education and Chil dhood Wrkforce
Commi ttee Report.

GOVERNOR ROUNDS:

| would, M. Chairman, on behal f of
Governor Ritter, who was called out to a
previ ously schedul ed phone call.

During the neeting, they approved
two anendnents and two propositions, ECW2,
Nati onal Community Service, and ECW 8,

I ndividuals Wth Disabilities and Educati on
Act .

On behalf of the ECWConmmittee and
on behalf of Chairman Ritter, | would nove
t he adoption of the policy recommendati ons
I n bl ock.

GOVERNOR MANCHI N:

You' ve heard the notion. |s there a

second to the notion?
GOVERNOR BREVER:
| second the notion.

GOVERNOR MANCHI N:

Al those in favor signify by saying

aye.

Merrill Legal Solutions

274



Qpposed?

Mot i on passes.

W'l now have Governor Brewer, if
she would, for the Health and Human Servi ces
Commi ttee.

GOVERNOR BREVEER:

Thank you, M. Chairman. On behal f
of the Health and Human Services Comm tt ee,
we had a very lively continuation of our
di scussion on healthcare reformand its
I nplications on our states. At our business
sessi on, we approved anendnents to seven
existing policies, three in the form of
substitutes, and the re-information of one
existing policy. And | recommend that these
policies be considered and bl ocked by the
whol e body.

GOVERNOR MANCHI N:
You heard the notion. Do we have a
second to the notion?
GOVERNOR ROUNDS:
Second.
GOVERNOR MANCHI N:
Second to the notion by Governor

Rounds. All those in favor, signify by
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sayi ng "aye.

Qpposed?

Motion passes. Thank you.

Now for Governor Schweitzer for the
Nat ural Resources Comm ttee Report.

GOVERNOR SCHWEI TZER:

Hal ey, | just wanted to say that |
was surprised, a few years ago, when the
governor of Montana didn't receive a cal
fromthe governor of M ssissippi. There was
a stormout there swirling around, and while
|"mnot a clinmatol ogi st, nor an expert in
di saster nmanagenent, | am an expert on a few
t hi ngs. When they naned that storm Katri na,
| could have predicted a | ot of things
because ny daughter, who is a teenager, is
named Katrina. The path of that storm was
going to be uncertain, but one thing we knew
for sure, is she was going to arrive |ate.
There woul d be a | ot of destruction when she
arrived and it would be expensive. The cost
woul d be nuch nore than anybody coul d have
predi cted, and at the end of the day,
sonebody el se woul d be bl aned.

So the Natural Resource Conmittee
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nmet yesterday. W had an excell ent

di scussi on about various options to enhance
our nation's energy, security and
amendnent s.

During our neeting, we approved
anendnents to the follow ng four policies:
The C ean Air Act, The Recreation Resources,
t he Conprehensi ve National Energy and
Electricity Policy and Drought. W also
reaffirmed the solid waste facilities
t hrough the wi nter neeting, and now, we nove
to approve themin bl ock.

GOVERNOR MANCHI N:

You have a notion. Do we have a
second to the notion?
GOVERNOR BARBOUR:

Second.
GOVERNOR MANCHI N:

We have a second. Al those in
favor, signify by saying "aye."

Qpposed?

Mot i on passes.

At this time, we have Governor [Jinj
Dougl as for the Executive Conmittee report.

GOVERNCR SCHWEI TZER:
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M. Chairman, the commttee al so
di scussed the National Infrastructure Bank
policy that has been proposed by our
col | eague, Governor [Ed] Rendell. \Wile the
policy was not officially referred to our
commttee for action, the conmttee nenbers
are supportive of its passage.

GOVERNOR MANCHI N

Governor [Martin] O Malley w ||
address that.

Gover nor Dougl as.

GOVERNOR DOUGLAS:

M. Chairman, thank you. The
Executive Commttee, unfortunately, was
unable to have a formal neeting, but | am
advi sed that there is no objection by the
menbers of the commttee to the passage of
t he recommendations that 1'lIl offer with
respect to our policies. They've all been
anended by our staff. Because there wasn't
a neeting, it wll take two votes, first to
suspend the rules to consider them and I']
of fer that notion now.

GOVERNOR MANCHI N:

You heard the notion to suspend the
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rul es.

So noved.

Any di scussion? All those in favor,
signify by saying "aye."

Qpposed?

The notion passes.
GOVERNOR DOUGLAS:

| would Iike to nove the adoption of
the policies on block. There are a couple
of reaffirmations of the policies wth
respect to state mtigations, tax
noder ni zati on and Medicaid reform an
adoption of an interimpolicy that we
approved earlier this spring on healthcare
reform and two new policies on honel and
security and public safety conmuni cati ons.
| nove their adoption.
GOVERNOR MANCHI N:

You heard the notion. 1Is there a
second to the notion?
GOVERNOR BREVEER:

Second the noti on.
GOVERNOR MANCHI N:

Second to the notion. Discussion?

Al those in favor, signify by
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sayi ng "aye.

Qpposed?

Mbtion carries.

Now I'd Iike to call on Governor
O Mal l ey concerning the Nation's
I nfrastructure Bank proposal.

GOVERNOR O NALLEY:

Thank you, M. Chairman. | would
| i ke to nove the adoption of the National
I nfrastructure Bank policy, which was
proposed by Governor Rendell. Anybody want
to give ne a second?

GOVERNOR SCHWEI TZER:

Second.
GOVERNOR MANCHI N:

W have a second to the notion. All
those in favor, signify by saying "aye."
GOVERNOR O MALLEY:

W haven't noved it. They gave ne a
few nore things to say.

Bef ore we adopt this, | also want to
offer what | believe is a friendly anmendnent
at the end of the first paragraph, under
15.2. | would propose to add the foll ow ng:

"To the extent federal funds are used to
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capitalize and sustain the National
I nfrastructure Bank, those funds should be
over and above those required to provide
adequate grow h for the preexisting federal
I nfrastructure prograns."
GOVERNOR ROUNDS:

| woul d second the anendnent.
GOVERNOR O MALLEY:

| woul d now nove adoption of that
anmendnent .
GOVERNOR ROUNDS:

Second.
GOVERNOR MANCHI N:

We have a second. Do we have
di scussion? Al those in favor, signify by
sayi ng "aye."

Qpposed?

Mbtion carries.
GOVERNOR O MALLEY:

M. Chairman, | would now like to
nove for a vote on the policy.
GOVERNOR MANCHI N:

We now have a notion for a vote on
the policy. Do we have a second for that

noti on?
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GOVERNOR BARBOUR:

"Il second, but | would like to ask

a question.
GOVERNOR MANCHI N:

We have second and di scussi on.

Gover nor Bar bour .
GOVERNOR BARBOUR:

Governor, it is specific in here
t hat non-netropolitan areas would be treated
equitably and that this wouldn't just all go
I nto congestion and big cities; is that
correct?

GOVERNOR O MALLEY:

That's correct.
GOVERNOR MANCHI N:

Further discussion? Al those in
favor, signify by saying "aye."

Qpposed?

Mbtion carries.

Thank you. Also, | want to nake
note that because the policy was raised at
the weekend's neeting, it requires a
three-fourths vote to suspend the rules and
a three-fourths vote for passage. So we are

goi ng to have that.
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And with that, let nme just say that
on behalf of all the governors, | think this
weekend has proven our willingness to work
Wth this admnistration, President Cbama's
admnistration, with the Senate and Congress
for sone of the critical issues that face
all of us. And we're going to continue in
that bipartisan spirit fromthe NGA in
novi ng these topics forward and produce sone
good policy to help nove this country
f orward.

| want to thank again Governor
Bar bour and Marsha Barbour for their
wonder ful southern hospitality, all the
staff. One thing Haley has told us, any
time we cone close to Mssissippi is if we
don't have a good tine, it's our fault, not
his, and he nade that vow again and he
proved it to be true. So to your staff,
your volunteers, Governor Hal ey Barbour, |
want to thank you fromthe bottom of ny
heart, and on behalf of the NGA, you' ve done
a wonderful | ob.

At this tine, | want to call on

Governor Rounds for his report on the
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Nom nating Conmmttee.
GOVERNOR ROUNDS:

On behal f of the Nom nati ng
Committee, it is ny privilege to nom nate
the foll ow ng Governors to serve on the
NGA' s Executive Comm tt ee:

Governor Ed Rendel|l of Pennsyl vani a,
Governor Chris Gregoire of Wshi ngton,
Governor Deval Patrick of Massachusetts,
Governor Phil Bredesen of Tennessee,

Gover nor John Hoeven of North Dakot a,

Gover nor Sonny Perdue of Georgia, Governor
Dave Hei neman of Nebraska, and as the new
vice chair, Governor Joe Manchin of West
Virginia, and as chair, Governor Ji m Dougl as
of Vernont.

| wish to congratul ate the nom nees
and nove for the adoption of the commttee's
recommendations in bl ock.

GOVERNOR MANCHI N

Thank you, Governor Rounds. You've
heard the nomi nation. Do we have a second?
GOVERNOR CULVER:

Second.

GOVERNCOR MANCHI N:
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W have a second. Any discussion on
nom nations? |If not, all those in favor
signify by saying "aye."

Qpposed?

Congratul ations to all the nom nees.
It was a close election, |'ve been told. So
let me be the first to congratul ate Governor
Dougl as as we turn the gavel over to himto
| ead us in this next year; |ooking forward
to working with him

Gover nor Dougl as of Vernont.
GOVERNOR DOUGLAS:

First of all, Governor Manchi n,
congratul ations to you on becom ng the new
vice chair of the association. | |ook
forward to working with you, Joe, during the
com ng year.

It's a challenging and exciting tine
for all of our states and our nation, but
this is such an inportant forum as Governor
Rendel | said at the opening of our annual
neeting, for governors of both parties to
conme together in this bipartisan forum at
the NGA and pursue the inportant issues that

we confronted. So thank you, and | | ook
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forward to working with everyone on the
Executive Commttee, as well.

Hal ey, it's all been said, but I
want to say it, too. Thanks for a great
annual neeting. You and Marsha really
outdi d yourselves, and the South M ssi ssipp
hospitality here has been outstandi ng, and
we appreciate not only that, but your
trenmendous | eadership as governor of this
great state. So thank you so nuch again.

Wll, this is a tinme when we have
tal ked about a |lot of issues over the | ast
few days, and very difficult tinmes for us,
as was di scussed in our closing plenary
session, as well. W're facing the biggest
financial crisis since the great depression.
Qur revenues are declining.

But we can't afford to ignore one of
t he bi ggest challenges to our fiscal
wel | -being, and that's the ever increasing
cost of healthcare. Healthcare spending
continues to rise substantially, and in this
econony, fewer people have health insurance.
Now is the tine to address the chall enges

that we face in our healthcare system
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That's why |'ve decided to focus,
during the comng year, an initiative on
transform ng our healthcare systemto one
t hat provides nore coordi nated and efficient
care, that will reduce costs and i nprove
access to that care.

The tinme is right for us, as
governors, to define our state's role in
health reform We'Ill continue to show
| eader shi p and ovation in inproving the
heal thcare that is delivered. Together,

Wi th our new vice chair, I'll work with each
and every one of you and with our federal
governnent to ensure that any health reforns
address the needs of the states.

The initiative that |I'm proposing
today offers the opportunity for all of us
to play arole in the federal discussion, as
well as to hel p each other deci pher what new
heal thcare reform | egislation wll nean for
our states and advance our own interests to
| nprove the healthcare delivery system

We'l |, together, shape a
prescription for health reformthat ensures

that the nation's health systemis
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af f ordabl e, accessi ble and accountable to
t he Anmerican peopl e.

The need for health reformis
critical, regardl ess of who pays, the
governnent or the private sector. W are
all going to pay nore unless we can get a
handl e on spiraling healthcare costs. W
can't sustain our current |evel of spending.
We nust control costs and provide value in
our system but it will take a range of
efforts to be successful. Reducing the
nunmber of people w thout health insurance is
a key priority. During this economc
crisis, the nunmber of uninsured continues to
rise, the cost of care for famlies w thout
I nsurance is too great and there are too few
choi ces for getting insurance that they can
afford. W nust work to get nore Anericans
I nsur ed.

But coverage isn't enough. Even
W th insurance, we're not guaranteed
hi gh-quality care. Qur nation spends al nost
$7,500 per person for health services, nore
t han doubl e the national average in other

i ndustrialized nations. But our outcones
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are no better. The current system
encourages inefficiencies, pronotes
duplication and waste, and too often does
not deliver quality care.

But we have the ability to change.
Through i nnovation and reform we can begin
to address these challenges. Vernont has
successful ly inpl enented conprehensive
refornms that drive high-quality coordi nated
care and expand coverage to the uninsured.
Qur innovative blueprint for health provides
providers with care teans to coordi nate
their health services.

We are changing the way we pay for
care to encourage primry care and
prevention, and we're bundling paynents
across hospitals and doctors to pronote
coordination. W are working to get our
heal th information systens connected and to
get our doctors using electronic health
records.

Through all of these efforts, we've
begun to change our health systemto provide
Vernonters with affordabl e coverage, while

I nproving the care that they receive.
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Many of ny col | eagues have initiated
| nportant health refornms, as well. W heard
earlier in this neeting about Governor
Manchi n and Governor Barbour's efforts at
addressi ng obesity, an inportant objective
in order to control the spiraling costs of
managi ng chroni ¢ di sease.

Over the com ng year, | hope to work
with all of the governors in efforts |like
these. As the |eaders of our states, we
need to cone together to deliver on the
prom se of conprehensive reform M
initiative offers an opportunity to fulfill
our goals as |eaders in addressing the key
cost drivers, inproving the quality of our
system and providing nore insurance
cover age.

I f national health reform passes,
we'll likely face challenges in inplenenting
t hose reforns, reforns in insurance,
| nsurance exchanges, public program
expansi ons. Cost containnent wll be
critical to the sustainability of covering
nore Anericans.

Even wi thout action at the nati onal
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| evel, states are reformng their own
heal t hcare systens and pursuing i nnovations
that could benefit all states. Sharing the
best and brightest ideas with each other is
one of the things that we do best, and that
will be acritical part of this year's
initiative.

W nust reduce costs by inproving
the quality and efficiency of care through
coordi nation, through primary care and
prevention, through health information
t echnol ogy and paynent reform The
| eadership of the governors and experience
I n devel oping and i nplenenting these reforns
will be crucial. M initiative wll provide
you wth key information on the major issues
and delivery systens and help build your
capacity for critical refornms. As states
| npl ement health refornms, the initiative
wi Il offer experience and expertise in
creating a nore efficient and effective
heal t hcare system

Toget her, we can achi eve
conprehensive health reform W can ensure

that our systemdelivers high-quality care,
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reduces cost and increases access to health
| nsur ance.

Among the materials you have today
IS the description of ny initiative in this
brochure, and |I ook forward to working wth
all of you on a prescription for health
reformthat creates an Anerican system
that's affordabl e, and accessi bl e and
accountable for all. Governors are the
| eaders. W can do it. Together, we can
make i nprovenents for the people of our
great nation. Thank you all very nuch.

Is there any other business to cone
before the annual neeting?
GOVERNOR BARBOUR:

| nmove we adjourn.
GOVERNOR DOUGLAS:

Gover nor Barbour noves we adjourn.
Is there a second? Second and all in favor
of adjournnent say "aye."

Qpposed, “no”?

The ayes have it and the 131st
neeting of the NGA is adjourned. See you
all next tine.

[ Pl enary Session concl uded. ]
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