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PROCEEDI NGS
(11:40 p. m)

GOVERNOR RENDELL: (Good afternoon,
everyone. It's ny pleasure to call to order, the
2009 Wnter Meeting of the National Governors
Associ ation. My | have a notion for the adoption of
the Rul es of Procedure for this neeting?

VO CES: So noved.

GOVERNOR RENDELL: Second?

VA CES: Second.

GOVERNCR RENDELL: Al in favor, say aye.

(Chorus of ayes.)

GOVERNOR RENDELL: The ayes have it. Part
of the newrules require that any governor who wants
to a submt a new policy or resolution for adoption
at this neeting, will need a three-fourths vote to
suspend the Rules to do so.

If you want to do that, please submt a
proposal in witing to David Quam of the NGA staff,
by 5.00 p.m Sunday, February 22nd. It's now ny
pl easure to introduce our newest coll eagues, five of

the six, | think, are here and present today.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Fromthe First State, the state of
Del aware, Governor Jack Markell. Governor?

GOVERNCR MARKELL: Here.

(Appl ause.)

GOVERNCR RENDELL: From Illinois,
Governor Pat Quinn. Governor?

(Appl ause.)

GOVERNCR RENDELL: From M ssouri ,
Governor Jay N xon

(Appl ause.)

GOVERNCR RENDELL: From North Caroli na,
Governor Beverly Perdue.

(Appl ause.)

GOVERNCR RENDELL: From the Commonweal t h
of Puerto R co, Governor Luis Fortufio.

(Appl ause.)

GOVERNCOR RENDELL: And not with us today,
but a newy installed governor taking the place of
our forner coll eague Governor Napolitano, the
governor of Arizona, Jan Brewer. On her first day in
office, I placed a bet on the Super Bow wth

Governor Brewer, and as a result, two Pittsburghers
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are flying to a resort weekend in Arizona.

(Laughter.)

GOVERNCOR RENDELL: Well, thank you all
for attending what | think is going to be an
enor nousl y inportant neeting.

| want to acknow edge a few guests that
we have with us fromthe Wite House today. | want
you to say hello to our director of
I ntergovernnmental Affairs, obviously a crucia
position for us as governors, Cecilia Miioz.

(Appl ause.)

GOVERNOR RENDELL: And also with us, is
soneone who, within that office, is going to be the
poi nt - person for governors--so sonmeone very

inportant for us to get to know -Sean MG at h.

Sean?

(Appl ause.)

GOVERNOR RENDELL: |'mal so proud today --
al though I haven't net themyet -- to have ei ght

Canadi an parlianentarians with us. Are the Canadi an

parlianmentarians here? Over there.

(Appl ause.)
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GOVERNCR RENDELL: | note that our
President and your Prinme Mnister had a wonder ful
visit in Canada, and | think our relationship wll
even becone stronger in the years to cone.

Next, | want to call on Governor Hal ey
Bar bour. CGovernor Barbour is going to talk to us
about our annual sunmer neeting, which is in Biloxi,
M ssi ssi ppi .

As you recall, it was supposed to be in
Biloxi at the tinme that Hurricane Katrina hit and
made that inpossible. Biloxi has done a great job

preparing for this neeting. | know that traveling

these days is difficult, but our sumrer neeting is a

nmeeti ng where we get a | ot of things done.

It's less structured, but sonmetines we do

nore in terns of shaping our policy than anywhere

else. W also have a great tinme and no one better

t han Governor Barbour to have a great tine with. Haley?

GOVERNCOR BARBOUR:  Thank you, Ed.
Governor, thank you very nmuch. Let ne just say that
we | ook forward to having y'all in Biloxi,

M ssi ssi ppi .
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(Laughter.)

GOVERNCR BARBOUR:  It's spelled funny,
but pronounced Buh-LUCK-see.

It's going to be a very fun conference
Biloxi is right on the beach, a beautiful beach,
beautiful gulf. Wthin about 20 mnutes, is the
Pascagoul a River, which is the |argest unchanged
natural river in North Arerica. |It's never had a
| evy, never had a dam never had been -- the Corp
of Engi neers never nessed around with it.

(Laughter.)

GOVERNCR BARBOUR:  And we're going to
have an outing for spouses and for kids, and the
Pascagoula River is a delight. 1In 15 mnutes, yo
so far away fromcivilization, and the fauna and
flora is spectacul ar.

W are going to have a really good
programfor your famlies. It's a famly place.
There are 12 casinos for your staff.

(Laughter.)

GOVERNCR BARBOUR: And t he | obbyi sts,

course.

S

ure

of
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(Laughter.)

GOVERNCR BARBOUR: But we're going to
have a really good program it's going to be fun
Sonme of you all who are fromthe South, we had the
Sout hern Governors Conference at the Beau R vage,
and | think, in all imodesty, it was the nost fun
Sout hern Governors Conference that we had. W had
great nusic, evenings are great fun where we're
goi ng.

You don't need to bring your overcoat in
July to Mssissippi, but there will be a nice breeze
and the air conditioning wll be turned up ful
bl ast .

So, please cone. It will be a serious
nmeeting in terns of our business, but it will be a
heck of a lot of fun in terns of your and your
famly's life, | prom se you

There's a little desk out front there,
that's got nore info. Mrsha and | really, really
| ook forward to having you and your famlies. It's
a great place for children and for those of you who

are ny age, grandchildren, to bring down, and we
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hope you will bring your famlies. Thanks, Ed.

(Appl ause.)

GOVERNCR RENDELL: Before we get to
today's session, | want to say a word about the NGA
staff.

You know, at tinmes, particularly in tough
budget tines, people question whether states should
bel ong to an organi zation like this, are the dues too
high, things like this. Well, | was intimately
involved with the NGA staff fromliterally the tinme --
the day after the election, to our neeting in
Phi | adel phia with then President-El ect Cbama and Vi ce
Presi dent - El ect Biden, and through the formation of
the stimulus plan, working wth both Houses of
Congress and the Gohama Adm ni stration.

And let ne tell you, froman insider's
view -- and | was an insider, inherently, as
Chairman -- this staff perforned brilliantly,
protected your interests as states and the interests
of the citizens of our states and the American
people in an incredible way.

They were on it fromthe beginning, they
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were on top of every issue, on things that were so
inmportant to us, |ike changing | anguage. Many of
you, |ike Pennsylvania, were benefitted in the State
Stabilization section on education funding, where it
said that states could use the federal funds to
defray their own costs -- budget costs -- if they were
nmovi ng to an i nadequacy formul a.

If the states had taken that action by
July 1st of 2008, it's ny understanding that woul d
have elimnated five states fromusing that noney.
NGA staff, working with other staff of sone of our
governors, got together and did a full court press
in the House and the Senate and with the
Adm ni stration, and got that |anguage pushed back till
Cct ober 1st, which included an additional five
st at es.

W were one of them and for
Pennsyl vania, in two years, that's $600 mllion that
hel ped allow us to continue to put $300 mllion each
year, additional noney into our education budget.

So that's just typical of the work staff

did. They were great on virtually every issue,
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wor ked nonst op.

Ray's | eadership was terrific, so I'm
going to ask you to take a mnute to thank the staff
for what | thought was just an incredible
per f or mance.

(Appl ause.)

GOVERNCOR RENDELL: Now, | have chosen for
ny initiative this year, strengthening our
infrastructure and | ooki ng towards a sustai nabl e
future. Qoviously, the stinmulus bill did, as
Presi dent - El ect Cbanma prom sed us in Phil adel phi a,

i nclude significant infrastructure spending, over
$100 billion in infrastructure spending.

But that is, at best, a down paynent or a
good start. | know many of you are famliar with the
Anerican Society of Gvil Engineers report in 2004,
that this country had a $1.6 trillion infrastructure
gap. That's just what would be required to put the
American infrastructure in good condition -- not to
buil d high-speed inner city rail or anything new

Vel |, the Anerican Society of G vi

Engi neers did an update in 2009, and now the cap is
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$2.2 trillion, so, obviously, $100 billion of
addi tional spending, is just a down paynent.

M/ main job, with the aid of the
commttee and the people that are going to work with
me -- and all of you -- is to convince the President, the
Congress, and the Anerican people that the
infrastructure box hasn't been checked off, it hasn't
been checked off the Admnistration's to-do |ist;
that we have to -- as every one of the other G7
nati ons have done -- we have to conmt ourselves to a
long-term significant infrastructure revitalization
programin this country.

It is and always will be the best creator
of jobs; it is aterrific creator of orders for
American factories -- steel factories, asphalt
factories, concrete factories, lunber factories, and
the Iike.

It is sonething that will give us a
credi bl e benefit of econom c conpetitiveness,
quality of life, and public safety. W've got to do
it and we've got to do it now The price keeps

getting higher each year
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In Pennsylvania -- and |"'msure it's true
in all of your states -- road construction costs rose
38 percent in the last three years. |If we don't do

it now, if we don't launch that soon, it's going to
get nore expensive, to the point where it may be
eventual Iy prohibitive.

| think the reauthorization of |ICET,
which will probably take place sonetine next year,
gi ves us the opportunity to convince the Congress
and the President that it has to be nore than just
transportation, and it has to be nore than just a
yearly program that we have to find new and
creative ways to fund it; that we have to find new
ways to distribute the noney.

The public wants accountability and they
want experts picking the projects that go forward,
not politicians. W've got to do an awful |ot, and
I"mgoing to be calling on all of you to help ne
with this agenda.

W have established a coomttee to do
just that, and five other governors are going to be

working with ne, including Vice Chair Douglas, and
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we are going to go forward.

Interestingly, we have three speakers
today, and one is Dr. Frank Luntz, a noted pollster
and Fox TV News commentator. Dr. Luntz is still
doi ng sonme polling, not for candidates, but for
i ssues, and he's a great wordsmth, and we asked
him-- the NGA and Building Arerica' s Future, the
infrastructure organi zation that | co-chair with
Mayor Bl unberg of New York City and Governor
Schwar zenegger -- we asked himto do a poll on what
the American people's attitudes are on
infrastructure.

He'll be reporting to you about that poll
ina mnute, but it stresses accountability, and has
al so had one amazing finding; that the Anerican
people are interested, first and forenost, in not
bri dges, roads, and hi ghways, although they are
interested in seeing those revitalized, but the
nunber one thing they want to see built out in our
infrastructure and noderni zed, is our energy
infrastructure.

And to that degree, where we saw t hose

13



10

11

12

13

14

15

16

17

18

19

20

21

22

23

findings, we decided we woul d want two energy
experts to be with us today, T. Boone Pi ckens and
John Rowe. [I'Ill introduce them before they speak,
so this session is devoted to the energy
infrastructure.

|"mgoing to call on Dr. Luntz now to
give us a very, very brief report. He is available
for you for further followp discussions. VW' re
obvi ously wel conme to share this poll and the poll
results with every governor that's here, and your
staffs, but it's an interesting poll, and | think
you'll be as surprised as | was by sone of the
findings. Dr. Luntz?

(Slides.)

DR LUNTZ: First, | have to say that
whenever a pollster now has to present to
politicians, with how anxi ous and angry the Anerican
people are, | now understand how Dr. Kevorkian feels
at an AARP conventi on.

(Laughter.)

DR LUNTZ: | wll tell you, governor

that the Anerican people are virtually 100 percent

14
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on your side. That it doesn't matter whether you are
a Republican or a Denocrat, it doesn't matter
whet her you're fromthe deepest South or the
farthest North. That the American people see a
val ue, a benefit, and they desperately want the
infrastructure in this country to work.

| love this slide for one reason: On the
| eft-hand side is the nightmare when it cones to
infrastructure, and on the right-hand side is what
the public is | ooking for.

The idea that on our roads, Anerican
Roads -- the public does not understand how any
Anerican infrastructure would get to be so bad that
t hat phot ograph would exist. And it wasn't staged.
And, for the right anmount of noney, | won't tell you
whi ch governor's state has that pothole.

On the right-hand side, to them is
transportation that works.

' mgoing to wal k through sonme of the
data very quickly, and then | think 1'll take a
coupl e questi ons.

First off, the public absolutely agrees,
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whet her you are 25 years old or 65 years old, that
infrastructure isn't a privilege; it is a right and
it's what differentiates us as Americans, versus
everybody el se.

Nunber two, accountability is the nost
i nportant term nology. And even nore inportant than
doing it fast, is doing it right, and the public
demands accountability -- not just fromthe federal
governnent, but from state governnents as well

Third, it isn't just about roads and
bri dges and highways; it is about energy, waste
wat er, schools, trains. The broader the definition
the nore likely the public is to support it.

Fourth, energy cones in first anong
al nost every subgroup, and if you want to appeal to
the group that is nbst put upon, it's nmons. In
America, for nons with kids at home, energy is that
much nore inportant, because they've got to dea
with filling up the car, they' ve got to deal wth
paying the bills for electricity. It really stands
out as the highest priority.

Five, this is the one tinme when process
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does matter. Hell hath no fury like a voter

scorned, and they will be nad as hel

that the noney was wast ed.

support the investnent,

if they th

They support the expenditure, they

deliver for them

can make this nove forward, which

So, let's get to sone of the data, if

(Pause.)

cannot .

i nk

but now they expect you to

How many issues do you find where you get

81 percent support? There aren't all

t hat many.

And when you add to it that there's going

to be a 1 percent tax increase -- we didn't want to

just say, do you want to spend nore noney, because

the public wll

not support that for anything.

l et them know that there was a cost to this.

denogr aphi ¢ subgr oup,

W had to

And with 81 percent, there isn't a single

no geogr aphi ¢ subgroup where

| ess than 60 percent support this infrastructure and

are willing to pay for it,

different.

In terns of the priorities,

this is a

and that's what makes it

17
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great list, and I'm happy to share this information
with any governor. W can take a | ook by region and
tell you what matters nost to people, and, in
virtually every region, energy facilities cane in
first.

If you take a | ook at the top response
and then the electricity grid, which was fourth, it
really is about gas; it really is about fuel; it
really is about electricity; it really is about that
aspect of the American econony, because the American
peopl e do not want to depend on M ddle Eastern oi
anynor e.

| don't know how much nore clear they can
be, and they see this as part of the infrastructure.

Clean water treatnent facilities. W
believe that clean water is a right, not a
privilege. School buildings, which always cone up
high. | was surprised that it only cane in fifth
here, and that tells you how inportant these other
itens are.

They're | ooking for quality, not

quantity, and they expect you to get it done

18
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correctly.

Now, this is the bad news: In terns of
those in Washington -- and | realize that there's
been a change -- basically, the American people give

those in Washington an F, if they were to do a
gr ade.

But it's not so great for the governors,
either. You re split 50/50, in terns of your own
ef fecti veness.

It's going to require comuni cation
It's going to require you to explain what you're
doi ng, where you're doing it, howyou' re doing it.
And I would say to you that you may not want to do
press conferences frequently; you' re going to have
to do themconstantly, because the public wants to
know exactly what you're doing and exactly what the
nmeasurenent is.

Whien we asked themthe priorities -- and
this is going to surprise a few of you -- as
i nportant, they want to be safe, and, as inportant as
that, is that it is national in scope. And, as

inportant as the jobs are, the strongest argunent,
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t he highest priority, is that they want
accountability and they want neasurenents of
success.

There is actually not just a policy, but
a lexicon for this, and I'mgoing to expand it
slightly. If you deliver on this over the next two
years, not only will you have great job approva
nunbers, but you are singlehandedly able to restore
confidence in governnent, at |east state governnent,
for being able to deliver.

That's what that accountability is,
that's what those neasurenents of success are,
that's what the public is | ooking for.

Now, we gave them six different
priorities, and the two that stand out nore than
anyt hing el se, once again -- by the way, every tine
we gave themthe word "accountabl e" that's what
t hey chose, no matter what the neasurenent was.

It's not shovels in the ground; it's
accountability that they're | ooking for.

The second is transparency. Let the

public see what you are doing, |let them see the
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i nvestnent, open it up to them conmunicate to them

and then listen to them

i nvol ved.

They really want to be

One of the great things that the Chama

Adm ni strati on has done, is that

It's opened up the

denocracy so that the Anerican people want to

engage, they want to be involved, and on this issue,

they really want to be invol ved.

In terns of the infrastructure

priorities, you would assune safety would be first,

woul dn't you,

anyt hi ng el se?

that that would natter nore than

It matters second.

Econom cal | y sound, t

sign for you.

t hey want you to be broad,

They want you to

now, but they want you to do it

to make sure that

as wel|.

Now, gover nor

take a | ook at

his is the warning

make t he i nvestnent,

they want you to do it

right, and they want

it has an econom c benefit to it

this is what | want you to

because you allowed ne to do this.

t ook sonme of the governor's |anguage and sone ot her

| anguage t hat

had tried, and |

never need a slide,

21
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but because | believe this is on CSPAN, this is a
message to every politician: Accountability,
responsibility, and genui ne neasurenents of success
are essential as we rebuild Anerica's hi ghways,
wat er ways, schools, and wal kways.

And then you describe the four
principles: Accountability, so that the right
projects are conpleted in the right way.

Responsibility with every dollar spent,
so that the projects are conpleted on tine and
wi t hi n budget .

Measur enents of success, so that this
effort lasts for generations and contributes to a
cl eaner, safer, healthier nation.

W're ready to deliver the right result
right now You can't lose. | wll give you the
guarantee that not only will the public appreciate
what you have done, it will restore faith and
confidence, if this is exactly what you do.

| believe in visuals, and visuals are
inmportant. | showed you the top photograph

W gave the Anerican people 12 different

22
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horror shows and 12 different success stories. Wat
scares themthe nost is a pothole that destroys
their car, it's a school that's boarded up with
graffiti, and a traffic line that never ends.

Those are the nightmares, and |' m sayi ng
that it is inportant for you to take photographs of
everything that you are doing. Take the before and
the after.

|, by the way, I'mthe before, the before
phot ograph. | apol ogize for that.

If you take the picture first and then
show peopl e what you have done, that's how you build
credibility. And in terns of what they want it to
| ook |i ke, on the upper |eft-hand side, you' ve got
those -- the highways that are clean; you' ve got a
railway.

By the way, passenger rail, freight rail --
we may not talk about it, because we think of
hi ghways, but rail is one of the nost supported
industries in terns of the public m ndset because
they believe that it is clean, they believe that it

is safe, and they believe that it is economcally
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efficient, and so these are to show what is clean.

There are two different questions we
asked here: Do you realize that our infrastructure
IS so bad that one-third of Americans woul d rather
drink fromtheir toilet bowl than drink fromthe
nearest river?

How many of you -- I'mgoing to ask this
guestion of the audience right here: How many of
you guys, if | nmade you drink a glass of water right
now, would you rather drink it fromyour |ocal river,
or would you rather drink it fromyour toilet bow ?

Wio would drink fromthe river? Raise
your hands.

(Show of hands.)

DR LUNTZ: And who would drink fromthe
toilet bow ?

(Show of hands.)

DR LUNTZ: kay, anyone with your hands
up, you're sick.

(Laughter.)

DR LUNTZ: And the one that |

particularly |like, we all know how bad -- oh,
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actually, one nore. Do you realize that people

woul d rat her be audited by the IRS than get stuck in

atraffic jan®

(Laughter.)

DR LUNTZ: Now, I won't ask you people

over here because |I'm sure sone of you have been

audited by the IRS

(Laughter.)

DR LUNTZ: And one nore: As bad as

Britney Spears's career is, 95 percent think that

our infrastructure needs to be built, nore than her.

(Laughter.)

DR LUNTZ: That's with all due respect

to Britney Spears.

So, the public

Is saying quite clearly

that they want this change, and it is bipartisan.

Republ i cans and Denocrats
essential to the econony,

spendi ng to be increased,

believe that it's
want federal governnent

support a larger effort.

Seventy-five percent of people who voted

for John McCain will spend nore in taxes for

infrastructure investnment;

87 percent of those who

25
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voted for Barack Chama will spend nore.

Communi cate it, educate the popul ati on,
and they will stand behind you. | thank you very
much.

(Appl ause.)

GOVERNCR RENDELL: Thank you, Frank.
Frank's going to be available after our two other
speakers to answer some questions you m ght have.

Qur next speaker is T. Boone Pickens.
Most people in America know T. Boone Pickens right
now, and he's a tough person to introduce, but he's
t he founder and chai rman of BP Capital Managenent,
with nore than $4 billion under nanagenent, that was
-- | don't know whether that's pre-recession or
post .

MR PICKENS: It's pre.

GOVERNCR RENDELL: So it's pre, M.

Pi ckens says.

Maki ng hi mone of the nation's nost
successful energy investnent funds. He is also,
t hrough Mesa Water, the | argest private owner of

permtted groundwater rights in the United States,
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and is the founder and | argest sharehol der of O ean
Energy, a conpany that is advancing the use of
natural gas as a transportation fuel.

Many of us know Boone from his days as
t he founder of Mesa Petrol eum which grew to be one
of the largest and nost well-known i ndependent
expl oration and production conpanies in the United
St at es.

Boone has al so been a noted phil osopher --
phi | osopher, too, but philanthropist, giving away
al nost one-half billion dollars through the T. Boone

Pi ckens Foundati on.

He's here to discuss the Pickens Pl an,
which is an effort to reduce oil inports over 10
years by increasing the nation's reliance on w nd
for electricity generation and natural gas for
transportation fuels.

| want to say, every once in a while,
peopl e say, can you influence the public debate and
di scourse fromthe private sector, or do you have to
run for office, do you have to be in governnent?

Vll, | think no one in Arerica has done nore to
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advance the cause of renewabl e energy than T. Boone
Pickens. And he's done it using his own noney, not
because he's interested in profit for his conpanies,
but because he's interested in Anerica being, as

Frank Luntz said, energy independent -- not reliant on
fuel from anywhere el se, but fuel produced in

America -- and because he's one of this nation's great
Vi si onari es.

M. Pickens?

(Appl ause.)

MR PICKENS: CGovernor, thank you very
much. 1'mgoing to state the problempretty
qui ckly, and I'mgoing to give you a sol ution

| think your questions to ne are
probably going to be nore inportant on information
" mgoing to pick up here today because you' ve
heard the Pickens Pl an.

But let me just name off -- |'ve got 14
governors that have signed up on the Pickens Pl an:
The governor of |daho; Governor Sebelius from
Kansas; Governor Schweitzer from Montana; R chardson

from New Mexi co; Strickland from Chio; Brad Henry
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from Okl ahoma; the governor of Rhode |sland; Mark
Sanford, South Carolina; Huntsman from W ah; the
governor of Washi ngton; Rendell of Pennsyl vani a;

Pawl enty, M nnesot a.

This is the way they signed up with ne,
they cane in that order. Here, Texas, can you
believe, is next to last, Rick Perry. And ny dear,
dear friend who I've worked with for years and
years, Hal ey Barbour, was nunber 14.

But I'mhoping that I'll get nore of you
to sign up with nme after you hear what | have to
say. You know, America does so nmany good things
around the world, and it breaks ny heart and I
know yours, too, that we don't get credit for a |ot
of the things that we do do that are good.

W' re a generous people and we're ki nd.
Do we nmake m stakes? A few, but we're good.

But our credibility is horrible, and |'ve
struggled with why it is we do so nuch and give so
much and get so little credit for it.

One big problemthat we have on

credibility is the fact that we inport al nost 70
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percent of all the oil we use every day in the
United States. How can that hurt our credibility?

| do think that around the world, as
they |l ook at that, they cannot believe it, they
can't believe -- whether we're stupid, |azy, or what.
But if you look at the oil produced every day, it's
85 mllion barrels of oil that's produced gl obally,
and we're using 21 mllion of the 85 mllion.

And we're inporting al nost 70 percent of
our 21 mllion barrels every day. But 21 mllion of
85 is 25 percent; we're using 25 percent with 4
percent of the popul ation.

Now, | prom se you, this is going to
cause us a lot of problens in the future, and we are
going to be attacked for this use of the global oi
supply. | know we're nore highly industrialized, but
they don't give a damm.

They don't care whether you're highly
I ndustrialized. It's going to be viewed as we are
greedy, using nore than we should, and sonmebody
says, well, but you produce a lot of oil. W

produce five mllion barrels a day. W peaked in
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1970 at 10 mllion barrels a day. W are in steep
decline, never to recover.

An average oil well in the United States,
produces five barrels a day, and an average oil well
in Saudi Arabia is 5,000 barrels a day, and we're a
mar gi nal producer, is what we are.

And we only have in the United States,

3 percent of all the oil reserves in the world --
only 3 percent. You know, you're not even
hardly a producer, is what it is. | nmean, you're

just on the margin as far as production is

concer ned.

Ckay, they see that. You say, well, we
don't have any choice. If you |ook at what Exxon
said about it in an ad in the Wall Street Journal a
month ago, it said we can never be energy
i ndependent .

Yeah, we can be energy i ndependent, we
sure can. Look at the resources that we have
avai |l abl e to us.

Ckay, there are renewables. The

Denocrats love this. |1've had a hard tine -- you



10

11

12

13

14

15

16

17

18

19

20

21

22

23

know, I'ma Republican. 1've had a horrible tine
trying to convince Republicans that renewabl es make
sense.

They nmake sense. It's a resource in
Anmerica that has to be devel oped. W have never
been tasked, never been tasked to really sol ve our
energy problem Wwy? Because you had cheap oil

W said, send it to us, never mnd the

price. Then, all at once, you're paying $4 a gallon

for gasoline in July of 2008. Everybody said, wait a

mnute, | had no idea |I'd pay $4 a gallon.

VWell, a big mstake that we've nade, we
shoul d have taxed gasoline, just |ike the Europeans
did. If we'd taxed it, then we'd have snaller cars.

Vell, | don't want a snaller car. kay,
well, get a big one then, but you're going to pay
nmore for the fuel for the car, is the point. W're
nmovi ng around a | ot of heavy equi pnent that doesn't
even nake sense.

| |1 ooked out the wi ndow of ny office.
I"mright by the King School in Dallas, and | was

standi ng | ooking out, and | said, ook at that. I
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said, there are 22 SUVs parked with one passenger
car in the group, so it's 21 to one.

And those nons were picking up one kid or
two kids. | watched and |I said, |ook at that,
there's one kid, four tinmes there; oh, there's two
kids getting in that car. You know, | nean, if you
t hink about it, we don't need this.

You say, well, it's Anerica; it's America
and I want this. Gkay, you'll have it then, but
energy is going to go up.

Now, you know, when | | aunched the
Pi ckens Plan on July the 8th of 08, the price of
gasoline here in Washington, was $4.11, and | said --

of course everybody was saying -- yeah, you' ve got to
do sonet hing, you've got to do sonething, |ook at
t hat gasoline price.

The price goes down to $1.40 five nonths
|ater, and they say, is it so inportant now? Yeah,
it's inmportant, because the saddest part of our
problemis -- with the level of inports at 70 percent --
that your security for the country is at risk, absolutely

at risk.
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I f you | ook at what's happened for 40
years -- 40 years -- no energy plan for Anmerica,
none. You |l ook at what Richard N xon said in 1970,
we're inporting 20 percent of our oil today, at the

end of this decade, we will not be inporting any

oil.

W did, 28 percent. You go forward from
t here, and everybody who ran for President -- Denocrat
or Republican -- said, elect nme and we'll be energy

i ndependent. Never did the nedia ever hold them
accountable, with, do you renenber what you said when
you were running? Now you're elected, how are you
com ng on with reducing the dependency on foreign
oil?

| never heard that question one tinme from
the media to the President.

Now we' ve progressed. In '91, when the
Qul f War was on, we were inporting over 50 percent;
now we're alnost 70 percent. |If we don't do
anything for the next 10 years, fromthe last 40 -
- okay, we haven't done anything for 40 years, so we

have a record.
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If we allow it to continue, in 10 years,
we wll be inporting 75 percent of our oil, and |

prom se you, you'll be paying $200 to $300 a barre

for the oil

Ckay, now, | ook at the OPEC nations, and
five years ago, their revenues fromall sources -- not
just fromthe United States -- were $250 billion, five
years ago.

In 2008, the revenues were
$1, 250, 000, 000, 000. Their revenue is going to be
three tines that by the tinme you get out just ten
years. That's where you're going to be.

| mean, we cannot -- one thing it wll
solve, if that case is the one that we deal with
and you're out to 2019, there wll be a couple of
things that are going to be solved. |If you are
payi ng $300 a barrel for oil at that point and
inporting 75 percent, you won't have to worry about
heal th care or education because you won't have any
nmoney. It will be solved because we don't have any
noney.

That will be a sad solution, but here you
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are, you see the problem the wind you' ve got to use,
you' ve got to use the solar. There's no question
t hey can be used.

kay, now, how does it go to the
solution? The solution is our resources. |
menti oned wi nd and sol ar.

Now we're going to be tasked. If this
thing works like I want it to, we'll be tasked as
Anmericans to sol ve our problem

It will be very much Iike war w thout
guns. It will have nothing to do with politics; it
will be a totally nonpartisan issue. It's an
opportunity for the President of the United States
to stand up, nonthly, and nmake a report to us, which
fits Frank's information we just saw up there on the
board. | saw it up there, because | couldn't see,
it's too small here.

But, anyway, there, you're going to get --

spend the noney, you're going to have transparency,
great. We're seeing the sanme thing on our polls.
And you're going to be graded and you will have to

have results.
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And if the President would cone forth and
tell us that this is us, Americans, altogether,
we're going to march in the sanme direction, we're
not going to quibble, we're not going to argue,
we're going to use our resources, and we're going to
sol ve the probl em

| think the credibility of America would
rise dramatically wth that kind of |eadership. The
reason we're in the problem we didn't have the
| eadership in the past 40 years, but we have had
cheap oil. It's pretty easy to let things go when
you have cheap oil, not to try to identify who's
selling it to us.

In our case now, 57 percent of the 70
percent of our oil cones fromthe M deast, Africa,
and Venezuela. | nean, this is the eneny. You're
payi ng for both sides of a war.

And, you know, you think, this isn't
really very smart for us to do this. GOkay, what are
t he sol utions?

You' ve got the renewabl es |I nentioned.

Go to the natural gas. Natural gas is cleaner, it's
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cheaper, it's abundant, and it's ours.

Sone say, well, if it's so good, why
hasn't it happened, Boone? It hasn't happened
because, one, the major oil conpanies didn't want
it, the car manufacturers didn't want it, and the
chem cal conpanies didn't want it.

That's a pretty tough crowd to conpete
agai nst, but the Anmerican people -- and the way this
is going to pull together, | now have over 17
mllion who have cone in on ny Wb site.

Now, | don't even know anythi ng about
this, honestly; but I went out and hired sone people
that said, we can do this, and if the people are
interested, you're going to hear fromthem and if

they are really interested, they are going to sign up

with you.

| now have a mllion and a half people
signed up with ne. W call it the Pickens Plan
Arny.

These people wll respond. | nean, the
ot her day, we got 60,000 e-mails out in a matter of

five hours, and so they will respond.
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Now, | went to Washington for 30 years as
kind of a pseudo-rich guy to a big rich guy over that
30-year period. Wat did it get ne?

Vell, when | first went, | waited 30
mnutes to see a Congressman, and then when | got to
big rich, they waited 30 mnutes to see ne.

(Laughter.)

MR PICKENS: But what did | get? | got
a very respectful visit, they were nice to ne and
wanted to help ne any way they could. But what
happened? Nothing -- not one damm thi ng happened.

Boy, | can tell you now, with a mllion
and a half people signed up with ne, I'ma lot nore
powerful than | was as a big rich guy in Washi ngton,
goi ng in and shaki ng hands of everybody and everybody
being nice to ne.

| nean, it's a mllion and a half people.
| think this has got to be solved fromthe ground up.

In our polls, we cane off with this
result, which | suspected -- that the Anerican people
t hought the politicians in Washington were lying to

t hem about energy. That wasn't what happened.
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Wien we | ooked at it -- and | know what
goes on in Washington -- they weren't lying to
anybody; they didn't know. They honestly did not
know anyt hi ng about energy.

And | think this is the nunber one issue
inthis country right now Now, you say, no, no --
the financial condition. There's no question it
certainly has the spotlight, and | think it will be,
but | don't want to get off on that subject, but |
think it's going to be cleaned up.

But you're going to have energy and
you're going to have to get it fixed. That's the
way it's going to happen.

You're going to use natural gas for the
heavy duty transportation. Wen | nmet with Goanma
and net wwth McCain, a week apart in Septenber, in
talking to them they both said they would like to
get to the battery as quick as they coul d.

And | said, well, you' ve got to
understand that batteries won't nove an 18-wheel er.
Both of them had the sanme | ook on their faces and

said, it won't?
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That's the sanme thing Al Gore said to ne
when Al wanted to go to the battery next Monday, on
everything in Arerica. You know, | said, A, it's
too quick, and you know it won't nove an 18-
wheeler. It won't? Hell no, it won't. You' ve only
got one resource in Anerica.

Wien | talked to McCain and |I told him
that, he said, you're trying to get nme to pick
winners. | said, well, senator, the winner's been
pi cked. W only have one in America that's going to
nove an 18-wheel er

For the biggest users of fuel in Anerica,
we have one resource that will do the job, and it's
better than the one we're using. |It's cleaner, it's
cheaper, it's ours.

Who el se is doing this? The Iranians
are. Russia is building natural gas fueling
stations all over Europe. The biggest bus fleet in
the United States is LAMIA, which has 2800 buses
t hat have been on it.

Wiere's the |argest bus fleet in the

worl d? Bejing Transit, 4500 buses. There are 10



10

11

12

13

14

15

16

17

18

19

20

21

22

23

42

mllion vehicles in Arerica that are on natural gas -
- 10 mllion. | said "in Arerica;" | mean in the
world -- 10 mllion in the world.

Ve have 142,000. |It's crazy. W have a
fuel that's in abundance, available to us. Wy
don't we use it?

Ckay, so our plan to the Transition Team
was 380,000 18-wheelers. This is a test case.
Everything | tell you, 1've got a nodel for, an
operating nodel for.

W told themand they said, what's the
nodel for this? |It's Southern California. The
Southern California Air Quality Managenent District --
a powerful outfit, got plenty of noney, can do
what ever they have to -- and they were working on air
quality eight years ago, with a smart guy, a guy
naned Barry \al |l erstein.

Wal l erstein said, find ne the biggest
pol luter problemhere in Southern California, and
tell me what are they, who are they? They said,
well, trash trucks. They work 24/7, and they idle --

em ssions are bad and everyt hi ng.
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He said, okay, figure out how can we fix
it? They said, well, you can switch over to natura
gas; it's 80 percent cleaner. GCkay, what's it going
to cost? $50,000 a truck. It's nmore expensive for
the trucks, but we can switch over; we have noney,
let's do it.

How do we do it seanlessly? He said,
when they replace them they replace themwth
natural gas; they cannot replace with diesel. You
t ake one diesel truck off the road in Southern
California, it's equivalent to 325 cars.

So here, he can see quantifiable results,
and just |ike the doctor said a few m nutes ago,
you're going to have to | ook at things, see what your
results are, and be able to explain.

Al right, here, they could see quickly
what they were doing, and did it fix it? Yeah, it
fixed it. Now, over half the trash trucks in
Southern California are on natural gas.

Ddit cause any problens? D dn't cause
any probl emns.

You can do the same thing with 380, 000
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18-wheelers. kay, let's say we do it. Hows it
going to unfold? An 80,000 incentive for the
equi prent, so that's going to cost us $30 billion.

That's a direct gallon-for-gallon
reduction in foreign oil when you do that, so you're
going to be able to identify how nuch is it going to
do.

It's going to be probably sonewhere
around a 4 percent reduction in inports if you use
natural gas on 380, 000 18-wheel ers — 450,000 j obs,
directly, if you did this; 1,600,000 jobs
indirectly.

Now, the MKenzie people | ooked at this,
we gave it to the Transition Team and they have run
the nunbers and they agree with us those are
accurate.

Ckay, what does this nmean for the next
step? Now you have the nodel, and this is going to
happen to you in probably three to four years.

If you |l ook, for instance, at Swift
Trucking, Jerry Muyer's outfit -- the biggest in the

country, 20,000 18-wheelers -- he rolls that fleet
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over, if you can believe, being a business where you
receive 23 Kenworth trucks every day, seven days a
week, tinmes 365 days, is 7,000 new Kenworth trucks
every year

That's one hell of a lot of trucks, no
ki ddi ng, but he rolls that fleet out every three
years, is what happens. Well, that's the way | see
this nmoving seam essly into our own fuel with our
own trucks, that create jobs for our people.

kay, with that, 1've got one other point
| wanted to make on -- oh, there are 6.5 mllion 18-
wheel ers in Anerica. W're tal king about 380,000 on
the first cut, on the first cut, so it |eaves us a
| ot of vehicles there to do it.

kay, now, where do all these other cars
go? Wen | talked with Senator Cbama, he said, is
there anything | say that nmakes you unconfortable
about energy? | said, yeah, you talk a | ot about
one mllion plug-in hybrids.

And you know t hat when sonebody
chal | enges you like that, you'll sit up straight in

your chair, you know. And he said, M. Pickens, |I'm
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going to have 1 mllion plug-in hybrids in 10

years; you can count on that.

And | said, well, you need to step back
and, first, | said, if we |ook out the w ndow and
there were a mllion cars on that parking lot -- we
were in Reno, Nevada -- | said, it would |Iook |like

one hell of a lot of cars, wouldn't it? And he said,
it sure woul d.

And | said, now, step back and | ook at
Arerica. You're President now, and | ook at the
magni tude of your problem There are 250 mllion
vehicles and we're turning out about 13 or 14
mllion vehicles a year, and you're going to have
1 mllionin 10 years?

He was quiet for a second, and he | ooked

at me and smled and he said, it's not very many, is

it?

(Laughter.)

MR PICKENS: But you don't realize the
magni tude of the problem | nean, it's hard to

fathomthat we're sitting here inporting this nuch

Ckay, now, | told him | said, but don't
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get rid of the 1 mllion, but you ve got to add to
it, you' ve got to do nore than that.

Ckay, the way | see the passenger cars
that we're driving, you'll go to a battery at sone
point, but the battery is not quite there. | was on
a deal in Ft. Lauderdale, Florida, two days ago with
M chael Jackson, who runs Auto Nations, and he said,
what they don't explain to people when they say go to
the battery, he said, the battery weighs a thousand
pounds, and the cost of the vehicle is $15, 000 nore.

So you're going to have to deal with
that, too. WII natural gas work? Sure it wll
work. | have the only passenger car -- | said this
one tinme and I was challenged. Wy do you have the
only passenger car in Amrerica?

And | said, no, no, no, they nmake a bunch

of them but of the only nodel they nmake, | have one
of them He said, well, what you said was, you had
the only car, so that's right, | did, and that was

wong. But it's a Honda GX Gvic, and | fuel it in ny
garage at hone at night.

And the cost of the fuel is about a
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dollar a gallon for ne, and it's a conmuter car.
It's not a car I"'mgoing to get in and drive to
Chicago fromDallas, but it's a car that | can drive
and commute 100 mles, if | wanted to.

| don't do that. |In fact, | told the
story in Austin the other day, and | said that
there's one weakness to nmy conmmuter car. | said, |
live less than a mle fromny office.

(Laughter.)

MR PICKENS: Sone guy in the back of the
roomsaid, hell, why don't you just wal k?

(Laughter.)

MR PICKENS: That's not a bad idea,
ei t her.

(Laughter.)

MR PICKENS: But this car -- | nean,
there's only one passenger car nade in Anerica, and
it's a Honda GX G vic.

Does General Mtors know how to make
these cars? Sure, they nake 19 of them but not in
America. They nmake them for South Anerica and

Eur ope.
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If you were in Paris today, you could
probably | ook at 40 or 45 nodels that coul d use
natural gas. Wy not here? W have an abundance of
it. It's cheap, it's ours. Wy don't we use it?

There's never been anybody that has
pronoted it, and we've had -- | told you was goi ng
to | obby against it; it will be the major oi
conpani es, maj or chem cal conpanies, and car
manuf act urers.

So it's never had a chanpion, and so,

okay, |'ve taken us to this point, and |I'm probably
over time. | haven't got a watch.

One tinme, | put ny watch up on a deal
like this, so | could watch it. | was in Denver and

| was speaking to a convention of CPAs, and | got
t hrough, and sat down and they asked ne to cone back
up, they had a nice gift for ne.

(Laughter.)

MR PICKENS: And they said sone nice
t hi ngs about ny remarks and all and then gave ne ny
wat ch.

(Laughter.)
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MR PICKENS: Now, isn't that like a
bunch of CPAs?

(Laughter.)

MR PI CKENS: (kay, questions, let ne
have your questions.

(Appl ause.)

GOVERNOR RENDELL: | said to Boone, if
it's all right, we're going to take John and then
have questions for all of our guests.

W didn't even tal k about w nd energy,
and wi nd energy is an inportant part of the Pickens
Pl an, and maybe you'd like to ask hi mabout that.
But he really is a visionary, and for many of the
states who are enjoying a little bit of an econom c
gold rush in this hard tinme, with the drilling
that's taking place under the Marsala Shale, it is
amazi ng how nmuch resource we have in natural gas.

John Rowe is the president and CEO and

chai rman of the Board of Exel on. Exel on i s one of

the nation's largest utilities. It serves 5.2
mllion custonmers, nostly in Pennsylvania, I[llinois,
and Texas, sone in New England. It has nore than $14
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billion in revenue. 1It's been naned by Forbes as one
of the best managed conpanies in Amrerica and one of
the 2,000 | eadi ng conpani es in Ameri ca.

John's been in the utility business since
1984, nostly in New Engl and, before he joined
Exelon. John -- like M. Pickens -- and Exelon are
very philanthropic, although as a governor who has
Exelon in his state, | will say that they fell a
little bit shy of that half-billion mark.

John does a great job with his conpany,
and as all of us know, the stimulus plan is
dedi cated to building out the electricity grid in
this country.

M. Pickens didn't tal k about w nd
energy, but we can, in all of our states, produce as
many Wi nd energy farns as we'd |ike, but unless we
can get the grid to take the energy produced in
those wind energy farns, into the popul ation
centers, it won't matter.

John Rowe's going to tell us how Anmerica

shoul d be doing that. John?

(Appl ause.)
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MR RONE: Thank you, Governor Rendell
Like M. Pickens, |1've |long been frustrated by the
difference in this nation between the way we tal k
about energy policy and what we actual ly do.

It rem nds one of Mark Twai n's fanous
comment that everybody tal ks about the weather, but
no one does anything about it.

Covernor Rendel |l is doing sonething about
it in Pennsylvania;, M. Pickens has announced his
proposal ; President Cbama has a three-part plan, the
investnments in infrastructure through the stinulus
package, a renewable portfolio standard, and a cap
and trade bill to put a price on carbon.

My own views cone fromwork that the
President's Science Advisor John Hol brun, forner
EPA Adm nistrator Bill Rley, and | did with a
group called the National Conm ssion on Energy
Pol i cy.

Fundanental |y, our work suggested that
you' ve got to have nore renewabl es, you've got to
have nmuch nore energy efficiency, you need to use

all the gas you can get, and, ultimtely, you have
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to make either new nucl ear or carbon sequestration
wor K.

Al'l of those are very big challenges. |
only wwsh to differ wwth M. Pickens in one
inportant respect: | want that gas to nake
electricity, and the reason | make the point, is not
to quibble; it is that we estimate that price per
voi ded ton of carbon, by burning gas, is around $10,
and the price by buying wind, is closer to $70.

Now, they both have to be part of the
pi cture, but we need an econom c system The
Nat i onal Conmm ssion said that a cap and trade system
is the best way to try to nake a real market in nore
efficient forns of energy.

| believe that is so, although a carbon
tax is just as good. The point | want to nake is
that we cannot just deal with energy problens
pi eceneal .

W can't do them by picking one favorite
technology this year and a different favorite
technol ogy next year. W nust have a systemli ke

cap and trade or like a carbon tax that
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rationalizes the econom cs between alternatives, so
that the entire engine of the econony is | ooking for
t he cheapest sol utions.

It makes a big difference. MKenzie has
estimated that maybe we could neet the President's
goals at a price of sonmething like $50 a ton.
That's about five cents a kilowatt hour,
incremental, for electricity.

|'ve heard estimates that the California
renewabl es standard may cost as much as $150 a ton.
That's an increnental 15 cents a kilowatt hour.

My point is, w've got to deal with the
climate issue, we've got to deal with the energy
i ndependence issue, and in this econony, we nust do
it as efficiently as possible. Now, utilities are
st ubborn beasties, as all of you know from your own
states, but we genuinely are infrastructure
conmpani es.

VW |ove infrastructures. W're the only
peopl e you know who can get positively rhapsodic
over the site of a transm ssion |ine.

(Laughter.)
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MR RONE: We like the stuff. W want to
buil d what Governor Rendell wants us to build. W
want a deeper, richer grid that allows nore kinds of
energy to reach our states.

W want a smarter grid that allows
custoners to nmake nore decisions about how t hey use
that electricity. And yet wwth us, as wth others,
t he good news cones with sonme bad news.

The good news is, we can rai se nost of
t he noney oursel ves through our rates. The bad news
is that we, and sonetines you, are accountabl e when
t hose rates go up.

So, we and you have to watch an
infrastructure and ot her ways, that we get our
nmoney's worth fromthese new i nvest nents.

W are working very hard on this in both
Pennsyl vania and Illinois. W have in Illinois,
prograns to subsidize custoner energy efficiency,
that will shortly reach $200 billion a year

I n Phil adel phia, while we're a sonmewhat
smal | er conpany, we'll be proposing neasures that

will reach $100 billion a year in the near future.
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Phi | adel phia is ahead of Illinois in the
installation of smarter neters, and we will be doing
that as part of a smarter grid.

Everyone tal ks, and you see it on
tel evision, about smart grids. | don't quite know
anyone who knows exactly what a smart grid is, but
it's sone conbination of nore and better
transm ssi on, newer and better cables, and smart new
nmeters that give custoners nore control over what
they do and give utilities the capability to
respond nore rapidly to storns and ot her system
pr obl ens.

W, as utilities, are all for these
things. The issue, of course, is, they all cost
noney.

It has been estinmated that over the next
several decades, our industry will have to spend
sonmething like $300 billion, just on its
transm ssi on system

And there's anot her nunber of that
magni tude for the distribution system and anot her

nunber that's even |larger, for a newer, |ow carbon
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generation fleet.

As Everett Dirksen used to say, nore or
less, atrillion here, a trillion there, and pretty
soon, you've got noney.

It's terribly inportant that we do these
things. It is terribly inportant that we do them
wi th constant feedback | oops to nake certain that
these very big investnents are going in the right
direction and getting as close as we can get to
opt i mum suppl i es.

| think Governor Rendell has gone a | ong
way wth his energy efficiency funds in
Pennsylvania. | believe the stinulus package gives
you, the states, very special opportunities to
invest in public facilities to help in [ owincone
facilities, wth weatherization and things that have
a big payoff right away.

| want to use one particul ar exanpl e of
sonet hing that worked. W renovated our hone office
building. W were able to economcally cut our
energy use in our ten floors, by 50 percent.

Now, we can't do it that economcally
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everywhere, but | think we can get 25 percent in
al nrost all of our buildings, economcally. And it's
sinmply the best thing we can be doing.

And it's so inportant for the | owincone
custoners that we have, the | owincone constituents
that you have, to help themw th energy efficiency.

So when | tal k about infrastructure, |
think I nean what Governor Rendell neans, or | nean
what | think Governor Rendell neans, which is an
i ntegrated system of generation, transm ssion,

di stribution, and custoner neasures that wll nake a
cl eaner supply, that make a nore donestic supply,
that creates jobs here in the United States, and
that deals with the climate issue in a way that we
can afford.

It can be done, but the solution requires
attention to the whole infrastructure -- the
transm ssion, the distribution, the neters, the
generation -- we need that w nd, we need to use gas
wherever we can, we're going to need either coal or
new nucl ear, and if we throw all our bets on any one

of those things, we'll probably be wong again.
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So we have to go forward with a diverse
energy supply, directing it always toward cl eaner
ends, and we need a cap and trade system we need a
carbon tax, because the sum of a bunch of pieceneal
investnments, will not give us an optimumresult.
Thank you very nuch.

(Appl ause.)

GOVERNOR RENDELL: Ckay, any questions
for Boone, John, or Frank? Haley?

GOVERNOR BARBOUR:  1'd got sone | owtech
over here. M questions for both Jimand Boone are
about costs. Both of them brought up sonme cost
figures.

Jim in ny state, a 15-cent increase in
the kilowatt hour electricity has alnost tripled.
And Boone nentioned $4 gasoline wasn't hi gh enough
to nmake sone of these alternatives conpetitive.

And | just amcurious to explore, where
can we get data about costs? Were can we |earn
nore? Cost doesn't get tal ked about very nuch.
Where can we get the data fromeach one of y'all's

perspective, to learn what it's going to cost our
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constituents to do this?

GOVERNOR RENDELL: Well, John, would you
take the first crack at that? Then, Boone, wll you
answer it, and you coul d say sonething about w nd, as
wel | .

MR ROWNE. Governor, we share your view
that 15 cents is too nuch, and that's why | do try
to tal k about cost.

Qur best information on cost is on our
Wb site, exelon.com and it's under a plan called
Exel on 2020, where we propose ways, with a mx of
efficiency, gas, sone wind, and increnents to our
nucl ear fleet, to add -- to reduce our carbon
footprint over 10 years, at a nuch | ower cost than
t hat .

But the cost is key, Governor Barbour,
agr ee.

MR PICKENS: Haley -- it was Hal ey,
wasn't it?

GOVERNCR RENDELL:  Yes.

MR PICKENS: | didn't -- | msled you

with ny remark there that you had to tax gasoline to
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make the
years in

gr ant ed,

Energy's
t hat you
corridor

Pl ai ns.

renewabl es work. | just feel |like that for
this country, that we have taken energy for
and we haven't taxed when others have.

But if you | ook back at the Departnent of

April *07 study, they showed you clearly

could put a wind corridor -- a beautiful w nd

from Texas to Canada -- up through the G eat

And the people want it, the people want

it. It's not like Cape Cod; it's where --

you have

(Laughter.)
MR PICKENS: | nean, seriously, but if

a small piece of land, you really woul dn't

want a turbine sitting there next to you, but if

you' re | ooking at | andowners that own nmaybe, you

know, a thousand acres or nore, they desperately

want these.

| was down in Sweetwater, Texas, where

that towmn is a nodel for show ng what you could do

to rebuild Arerica. And it's a huge opportunity to

rebuild rural Anmerica, which has, as we all know,

gone downhil .
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And Sweetwater is a perfect location to
see what's happened there. They were a 12, 000
popul ati on town and had gone bel ow 10, 000 and not
any opportunities for kids comng out of school
there, and so they nove away.

' mconvinced that there are a | ot of
kids that don't want to go to the city; they'd
rather stay in a rural environnment. And here, when
you |l ook at it, now, the town's above 12,000, they
have 3,000 negawatts of power there, and 25 percent
of their jobs are w nd-rel ated.

That's huge. Wat could happen, if we
took that study of the Departnent of Energy, that
you did 20 percent of your power in 10 years, from
Texas to Canada, which they say can be done, and
there's no question that it can be done?

|"ve done a ot of talking to Warren
Buf fett about this subject because he's in the w nd
busi ness, he's in the transm ssion business, and he
said, we don't have to have the governnent pay for
this. He said, we can do it ourselves, which, as

John said the sane thing -- that this isn't something
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that has to be publicly paid for

But | ook at the potential of this. If
you did 20 percent of your energy, your power
generation -- cane fromthat Geat Plains area, you
woul d -- your first year, you would create 138, 000
jobs, but within 10 years, because manufacturing
and everything el se would have to nove into this
corridor to service the industry, you would be up to
3.5 mllion jobs.

Now, that's another set of nunbers that
McKenzi e | ooked at in the Transition Team from what
we gave them They cane in and | ooked at all of
t hat .

There's plenty of wind, there's no
guestion about that. The solar is just a shade
behi nd, and you're going to have that, and that's a
corridor from Texas to California.

You can really -- we could absolutely
rejuvenate rural America with this, and what it
could do for your econony, would be unbelievable.

| think you could put the recovery of the

econony on the energy question, and if it was
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properly designed and everybody was onboard on it, |
think you could get there, you could recover, the
econony coul d recover off of energy.

But natural gas, so that we don't |eave
here wi th anot her m sconception of what |'ve said,
natural gas is just a bridge. Natural gas is not
the -- sonmebody said, well, it's not forever, can
you do it forever? Well, of course, you can't do it
forever; it's a finite resource.

And they said, well, it's just like oil,
so we'd be back in the sane spot. Wll, no, you
won't be back in the sane spot, because we're
inporting oil and we're not inporting -- we inport
natural gas from Canada, but | feel like North
America kind of is all honme, but how nuch do we
import? About 13 percent from Canada. How nuch do
we have as LNG comng into the United States?

Pr obabl y somewhere around one or two percent.

But we've got plenty of gas, but we only
have it for 20 or 30 years, so this is going to
solve the problem It will be the bridge to the

battery or to the fuel cell, which is where we'l|
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go.
| nmean, |'mnot kidding you, we have got
to do this, and we have to use this resource. You
know, | never will forget what Bob Dole told ne one
tinme in 1990, and | was telling Bob Dol e and several
ot her senators over lunch, and | said -- you guys
have got to be crazy, | said, doing this ethanol

| said, you're exhausting nore energy
than you're creating, and | gave them-- | hoped it
wasn't a lecture, but the way Bob told ne, he said,
it kind of cane off that way.

And so he and | were wal ki ng down t he
hall a few mnutes |ater, and he said, well, Boone,
he said, you're comng up here telling us about
t hings we al ready know about, and that's wasting
your tinme and our tinme, too.

He said, you need to understand sonething
about politics. He said, there are 21 farm states,
and | said, I'mstarting to see sone right now, and
he said, and they have two senators and that's 42,
and | said, okay, okay, | get it.

And he said, we want ethanol and, by god,
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we're going to have it. And | said, | understand.
won't ever cone back again and tell you anything
about et hanol being a fuel that we shoul dn't be
fooling around wth.

Ckay, having said that, | now ama sem -
advocat e for ethanol

(Laughter.)

MR PICKENS: Not because Bob said that,
but it's because it replaces foreign oil. | would
rat her have anything in Arerica than | would foreign
oil. I"Il take anything.

| "' m not opposed to anything, so when you
| eave and say, well, Boone's for, you know, nuclear,
he's for biofuels, he's for geothermal, he's for OCS
drilling; I'mfor anything that's ours.

And |1've got to get off the foreign oi
because it's a security issue.

GOVERNOR RENDELL: Governor Manchin and
Governor Schweitzer

GOVERNCR MANCHI N |'ve got two
guestions, and one to M. Rowe and one to M.

Pickens. M. Rowe, first of all, you know, coal is
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about 50 percent of the energy base that we have,
basel oad we have in the United States, and everyone
tells ne that we're going to be using it for quite
sone time.

Innmy little state, we produce quite a
bit of it, as you know. But wth that being said, we
know we have to be part of the mx, and we're doing
wi nd, solar, biofuels, hydro, everything, and | agree
wi th both of you.

Let nme ask on this, you tal k about cap
and trade, you tal k about a carbon tax, and | |ike
to think of a technology fee. Wiy is it so
di sproportionate, when all the noney is going to cone
fromthe burning of carbon, that very little goes
back towards funding the research and technol ogy, and
how do they realistically think they're going to find
a sol ution?

MR RONE: Well, sir, like you, | think
we have to invest in research on carbon
sequestration because if we don't put R&D noney
into how we nmake coal a genuinely clean fuel, we're

just caught in a conundrumwe can't handl e.
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So, | support your views that we ought to

be investing heavily in R& on carbon dioxide
sequestration. As sonebody who has power plants in
two states that nade major investnents in nuclear,
you know, we have a claimthat we al ready gave at

the office, so to speak.

And | have to defend ny own state on that

ground.

GOVERNOR MANCHIN: The only thing I'd say

on that, is, how nmuch is the percentage and what's
correct, but if 50 percent of the power is com ng
fromone fuel source such as coal, shouldn't 50
percent of the resources go to finding the clean
energy or the technol ogy that woul d cl ean that up?
W think that woul d be appropriate.

M. Pickens, if | may, you tal k about
natural gas, and | have a lot of natural gas in ny
state. But the pricing is so volatile. 1t goes
anywhere from$2 an Mcf, to $10, $11, $12, cones
right back dowmn. 1It's not as stable.

How woul d you be able to do what you're

wanting to do, to fuel America, when the price is so
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vol atil e?

MR PICKENS: Well, let's nake a
Conparison, and let's conpare it to gasoline. So one
Mcf of natural gas equal s eight gallons of gasoline.
So, if today, eight gallons of gasoline were $16,
say, natural gas is $4, so we're actually -- they are
conparable, one to eight, so on that basis, it's four
times cheaper to use natural gas than it is -- and
you nentioned $10, $11, or $12, and if you're up to
$12, you're 75 percent of the cost of gasoline.

And | can prom se you, gasoline is going
to go up. You're going to be back at the end of the
year -- | say you'll be back to $75 a barrel, and it
will nove on up fromthere.

| think it's nore of a point of
educati on because natural gas, | think, wll always
be cheaper than foreign gasoline or diesel. So it's
volatile, yes, but it works very well in California.
| mean, you fuel a lot of stuff out there and there's
very little conplaint about the volatility of it.

It honestly does not nove that quickly.

| nean, you'll have -- you'll see natural gas, it
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was $13 a year ago, and it's now $4. That's a big
nove, no question, but, also, you' ve cone from $147
on oil, down to $40.

GOVERNCOR RENDELL: So volatility exists
in both. Brian?

GOVERNOR SCHVEI TZER Wl 1, it was the
opti msts who said the glass was half full; the
pessimsts said half enpty, and the engi neer said,
the glass is the wong size.

This is an engi neering question for both
Boone and John. W're tal king about a smart new
grid, which neans neters, of course, but it also
nmeans an investnent in transm ssion systens.

The utilities tell nme all over the
country, well, we don't need to build a brand new DC
override that goes east to west and north to south,
so we can bring in the wind and the solar and coal
gasification to the coasts and the big cities; we
just need to have these interconnects.

Then sone of the engi neers say, |ook, you
know, it was Ei senhower who said I'mgoing to build a

hi ghway systemthat you can drive from New York to
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Los Angeles on, the interstate highway system And
they said, he's a damm fool or what? | nean, you

al ready can. The problemis, you have stop 140 tines
al ong the way.

Shoul d we invest in this new DC overl ay
with just on and off ranps every 50 mles, or should
we continue to invest in the AC systemthat patches
this five or six grids together?

This is a big debate that's going on in
this country, and during the next 180 days, they're
going to decide, are we going to spend $150 billion
one way or the other way. Wat say you?

MR RONE: Well, ny bet would be on
strengt heni ng and expandi ng the AC system but |'ve
worked with both, and, as you say, this is a
guestion of engi neering economcs. You ought to be
able to get an answer we can both trust.

But, you know, with DC, you still have to
convert it to AC at those off ranps, to put it into
the existing system | think the key thing is that
you nake the system you get it accessible to as many

ki nds of energy as possible.
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GOVERNOR RENDELL: W have tinme for one
| ast question. Anybody? Yes, go ahead, Chet.

GOVERNCOR CULVER |'ve got a question for
bot h Boone and John. Wat is mssing? | nean,
we' ve tal ked about this for 40 years.

What has to happen next? We know t hat
diversification is critical. W need everyt hing;
we need natural gas, w nd, biofuels, hydro.

Who's going to put this Anerican plan
together? Wo's going to lead the effort, so that
we stop conpeting agai nst each other, and how do we
get rid of that turf?

In lowa, our biofuels industry has been
worth $8 billion in the last ten years, 50,00 jobs;
our wi nd energy production is off the charts, we're
now second in the nation. W created 2,300 green-
collar jobs related to wind in the |ast 20 nonths.

But who's going to put this national plan
together? Very honestly, you know, what has to
happen next ?

I"mnot a part of the working group right

now, but where do we go from here?
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MR PICKENS: Could I try it first? Wat
we have, sitting around this table, -- I would
suppose we're about 90 percent in agreenent that
we' ve got a problem we understand the problem and
now how do we fix it?

And | think we're 90 percent in agreenent
that we do it with our own resources. kay, how does
it unfol d?

There's no question when you say "who is
it and how does it unfold" fromthis point forward,
you may have a person, a place on this one that wll
cause sonething to happen, not say we're going to be
ener gy i ndependent and wal k off, never to nmention it
agai n.

(hama has gotten pretty -- | think he's
brought it down to a fine focus, and when he says in
ten years, we will not be inporting any oil fromthe
M deast, he said that when he was nom nated, and I've
heard himsay it three other tines; he doesn't
hesitate to say it.

And when you start to say we're not going

to inmport any oil in ten years fromthe M deast, you
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are saying sonething that people are going to
remenber. | spent $58 nmillion bringing the energy
issue to the surface in this country, and with a
mllion and a half people, | can tell you that there
are a lot of people that understand a | ot nore about
energy today than they did six nonths ago.

And so the question is not going to go
away, and to answer your deal, who is it that's
going to lead, | think that the President is the
person that has to lead. | think that he has to
cone --

A nmonth ago or two nonths ago, we started
giving the inport nunber that conmes into the United

States every nonth and how nmuch it costs. Last

nont h, January, cost us $402 -- excuse nme, we
inported 407 mllion barrels of oil a day -- let ne
think, that's not right -- 407 barrels for the nonth,

at cost of $19 billion.

And we'll do that every nonth, is what
we're going to do. | would like to see the
President tell us what the plan is, and then speak

to those nunbers and show us how we're bringing that
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dependency down.

And that goes back to Frank's remarks
about being accountable, transparent and all. It
all fits into a nice pattern. W are going to solve
the problem we, the American people, are going to
solve it. Nobody else can do it for us.

And it's going to go back to where we're
going to use all of our resources to acconplish
this. And it can be done, but then you' re back to
where | was for 40 years; what's m ssing?
Leader shi p.

You did not have the |eadership in
Washi ngton that ever took hold of it and said, this
is getting critical, we're now up to 50 percent,
whi ch was 1991, on inports, and we're not going to
go any hi gher

GOVERNOR RENDELL: And, you know, | think
Boone is right that there are two things that we
need, | eadership, and | think the President is
dedi cated to doing this, but you al so need a sense
of understandi ng of the American people. And, as

Frank said and he found in his poll -- | urge all of
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you to take a |l ook at that poll -- the American
peopl e want energy i ndependence, even if they have
to pay a little nore.

Interestingly, John's conpany, Exelon, in
sout heastern Pennsylvania, put out on the bill, and
said, check off that all your electricity in your
honme that conmes fromw nd energy, but you pay a 10-
percent surcharge, because wind is a little bit
hi gher in the southeast right now

How many famlies, John, checked that
of f?

MR RONE: | don't have the nunber, but
it's pretty significant.

GOVERNOR RENDELL: It was in the first
four nonths, over 40,000 famlies checked off that
box. Frank told you about the Anmerican people, they
want to be energy independent, so don't be scared
that the price of gas has dropped for the nonent,
Boone is right, it's going back and it wll be back
by June, but it's not just price for the American
peopl e anynore, it's energy independence.

Wl l, this has been a great session and
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we could go on for another hour, but we have to get
to our luncheon. |It's very inportant. W've got a
packed | uncheon in terns of speakers, so please get
there directly. W're going to start in five or six
mnutes, so if you can go directly to lunch, we'll
appreciate it.

Let's gi ve Boone, John, and Frank, a big
hand.

(Appl ause.)

(Whereupon, at 1:00 p.m, the plenary
session was recessed, to be reconvened on Monday,

February 23, 2009 at 2:30 p.m)
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PROCEEDI NGS
GOVERNCR RENDELL: Good afternoon
everyone. This is our concluding session on
strengthening our infrastructure and our vision for
the future. W have two terrific speakers today who
are ready to comment about successes, nostly in foreign
nati ons.

Qur first speaker is Dr. Robert Atkinson,
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presi dent of the Information Technol ogy and

| nnovati on Foundation. He also served as chair of

the National Surface Transportation for
| nfrastructure Fi nanci ng Conm ssi on.

He brings a wel cone bal ance on
transportation infrastructure, as well as
communi cati ons and technology. He is the aut

the State New Econony I ndex and the book, The

hor of

Past and Future of Anmerica's Econony: Long Waves of

| nnovati on That Power Cycles of G owt h.

He has al so served as project director at

the former Congressional Ofice of Technol ogy
Assessnment. Dr. Atkinson is with us today.

going to tal k about his observations of other

He is
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nati ons' approaches to funding and financi ng
infrastructure, his perspectives fromhis work as
chair of the Infrastructure Finance Conm ssion, and
hi s thoughts on comuni cati ons and broadband and
smart grid and infrastructure devel opnent.

| think Dr. Atkinson's speech today is
particularly rel evant because, doctor, we have been
westling with a question of how are we going to
finance our real national infrastructure
revitalization program

VW' re not unm ndful or ungrateful of the
nmoney that was devoted to infrastructure in the
Recovery and Rei nvestnent Act, but it's approxi mately
$150 billion, and the American Society of G vil
Engi neers just released a report saying that our
nation's infrastructure gap is $2.2 trillion -- and
that's just to repair the infrastructure that exists,
not to build new ones, like an intercity high-speed
rail Iine.

Wth that as a background, you're going to
tell us how we solve that problemand how we find

ways of funding and financing what we all believe
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this country needs to do to get a first-class
infrastructure that will allow us to be conpetitive
economcally in the world marketplace. Dr. Atkinson

(Appl ause.)

DR ATKINSON: Thank you so nuch, Governor

Rendell. It's a pleasure to be here and sonmewhat
tinmely as well, as CGovernor Rendell alluded to.
(Slide.)

|"mchair of the National Surface
Transportation Infrastructure Financi ng Comm ssi on,
established by Congress in the last two authorizations
of the Surface Transportation Act, and we will be
rel easing our final report and recomendati ons to
Congress and the adm nistration on Thursday at the
National Press d ub.

So, | want to talk about -- this isn't
j ust about physical infrastructure of roads and
bridges, as critical as they are. For the | ast
decade, becomng just as inportant is what's been
called digital infrastructure, broadband, smart grid,
e-government, health IT -- all sorts of information

technology that will increase our prosperity and
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quality of life.

(Slide.)

In the postwar period, the U S was
essentially the world's leader in infrastructure. W
are not anynore. W are actually far from being the
worl d's |eader. Part of the problemis that when
you're the first nover, you' ve got a certain nunber
of limtations. W're |locked into old technol ogy.

O her countries have built nore toll roads, for
exanpl e, because when they're buil ding the roads,

t hey al ready have transponders in place so they just
go ahead and put in a toll road.

Wien we built the interstate highway
system we couldn't really do tolling efficiently.

We had an aging system Qur infrastructure was ol der
than simlar countries’, and as a result, is nore
costly to repair. Perhaps, nost inportantly, we have
an attitude that our infrastructure is good enough,
and therefore we really don't have a national crisis
and need to do sonething about it.

I f you | ook at sone other countries, |

think you'll see that they have a different attitude



10

11

12

13

14

15

16

17

18

19

20

21

22

23

about the critical nature of their infrastructure.

So | would argue, as Governor Rendell just said, that
our goal should not be to have good infrastructure,
it should be to have the world's | eading
infrastructure.

To do that we're going to have to make
i nvestnents, we systematically underinvested in our
infrastructure, but we're going to have to do nore
than that. W're going to have to build it snmarter
and with new technol ogy. Just to give you an exanple
of how far the underinvestnent is.

(Slide.)

W estimate, according to our Conm ssion,
that if we want to inprove the system-- and by inprove
| nmean make nodest, gradual inprovenents, not fix it
Overnight -- there is a ganble of $138 billion
nationally. So this is all federal, state, and | ocal
revenues.

This is transportation |aw, so in other
words, in surface transportation, transit, and hi ghways
we invest state, local, federal about $76 billion a

year. So to inprove it, we have to invest $138
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billion nore. Just to keep it fromgetting worse
we'd have to invest $96 billion nore.

Put that in the context of the stinulus.
The stimulus relies -- applaud the stimulus, and the
efforts in there and | think they all help. The
stimulus for roads and hi ghways and transit and
bridges will essentially fill three nonths of this
gap. So it's a good thing, if anybody says to you,
we sol ved the probl em because we' ve done sti nul us,
they're just sinply not |ooking at these nunbers.

So what do other nations do? (1) They
i nvest nore noney; (2) they raise nore noney from
direct user fees; (3) they enbrace innovation nore in
ternms of how they build and manage the
infrastructure; and (4) they use public-private
partnershi ps nore than we do.

VW seemto have an aversion to using them
Either we think that it's totally private so we have
a broadband network where governnment isn't hel ping
very much or we have a rogue network where we don't
et the private sector do very nuch.

(Slide.)
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So what do we |earn fromother nations?

(Slide.)

One thing we learned is, they sinply have
hi gher fuel taxes. |In Canada, the gas tax is 50 percent
hi gher than here in the US. In the UK, the gas
taxes represent 7 to 8 percent of the purchase price.
Here in the U S it's 20 percent. So it's not only that.
| don't think we can sinply say that gas taxes are the
answer, but they certainly play sone role.

(Slide.)

There’ s anot her thing that other nations have
done nore aggressively than we have, and that's the
direct user fee as a way to pay for a wide variety of
infrastructure -- in particular, tolling and congestion
pricing. Cties or countries |ike Singapore, London,

Ml an, Gslow, Stockhol mhave used cordon pricing to
deal with congestion in cities and rai se noney.

Pl aces |i ke France and Japan use
congestion pricing. So if you want to drive on
Japanese freeways, you're going to pay a fair anount
nmore, about 50 percent nore during rush hour and you're

going to pay an equival ent | ess on off-peak period,
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and they want to do that because they want people to
use other fornms or to use the roads nore efficiently.

I f you think about tolling right now, 46
nations operate toll facilities. Go to a country
i ke Mexico, Korea, or Indonesia, 100 percent of their
freeways are tolled, 95 percent in Argentina, 75 percent
in France, Spain, Portugal, Geece, etc. Oher countries
have used that as a way to raise commuting funds.

China is building a 53,000-mle interstate
hi ghway system N nety percent of it is going to be paid
for through tolls. One of the reasons | think that's
inportant is, if you want to build capacity,
particularly in your netropolitan areas, and you want
torely on the gas tax, it's very, very difficult to
do that.

The gas tax can conprise 10 to 15 percent of
the costs of construction. So in other words, if you
took all the cars driving on the facility and added
up all the anount they're going to pay in gas taxes
driving on that facility, you'll get about 10 to 15
percent of the revenue you need.

You sinply can't get there, or it will take
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you a long tine to get there. So one of the things
that other countries have done is they particularly
use tolls and PPPs to add new, expensive capacity.

You | ook at a place |ike Ml bourne,
Australia. The state of Victoria needed to build a
Freeway; later on the city, a bypass which woul d cost
$1.5 billion. It's sinply beyond the budget to do
that. They used the PPP, the public-private
partnership, used it as a toll facility. It was very
successful. 1In fact, if you look at the state of
Victoria, PPPs account for 10 percent of all capital
expenditures on infrastructure -- so transport, water,
electricity, and other things. In Italy, 90 percent of
t he networkers are PPP

(Slide.)

In Santiago, Chile, this is an exanple of
a PPP project there. They have done 100 m | es of
toll roads in Santiago since 2001 using 30-year
concessi on contracts as PPPs.

(Slide.)

Anot her thing nations are doing, is that

they're increasingly relying on new technol ogy. The
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slide on your lift is a slide from Germany where they
were the first country to put in place satellite-
based heavy vehicle tax. Heavy vehicles in Germany,
whet her they are German or not, they pay a fee by the
mle that's also related to the nunber of axles but
also related to the environnmental cleanliness or
em ssions of the truck. That's on 7,500 m|es of
nmot orways in Germany. And now they' ve done a nunber of
studies on it, and they found that the systemnot only
rai sed noney, it led to environnental inprovenents,
and it also led to a 10 percent decline in the transit
of enpty trucks.

So the trucking industry in Germany is
nore efficient now because of this system O her
countries have gone further than other ones. By
2014, just in five short years, we'll have
transitions to 100 percent of vehicles in the Netherlands
-- cars and heavy vehicles, trucks, will be paying by
the mle. Soit's a satellite-based system and
they' re doing that principally for environnental
reasons.

They want to charge people for what they
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use, not fixed costs that are unrelated to the
envi ronnental use of the system

| just |learned today that Denmark is
commtted to doing that by 2016, and we all know a
nunber of states in the U S. are considering that or
| ooking at it, Oregon being the |eader with a pil ot
pr ogr am

| want to nmake one qui ck point on that,
whi ch has cone up, | think, in some of the press
coverage in recent days, and that's the issue of
privacy. Certainly, | think given that it's brand
new technol ogy, it's common for people not to know
very much about it.

In fact, when we started this, | didn't

really know exactly how these systens would work. As

our conm ssion |ooked at this in detail, one of the
t hings that becane clear to us is the signal where
the I ocation of the vehicle is, is a one way signal
It's not a two-way signal. So the governnment cannot

track you through the signal. 1t's essentially |ike

Onstar on your car, or it's a one-way signal that just

determ nes the | ocation of the car.

12
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Then there is a little conputer in the car
itself. That can be designed as it was in Oregon to
transmt only paynent information. So when the car
would go to the punp in Oregon it wuld say, it would
interrogate the OBU, the onboard unit on the car. It
doesn't say when did you drive, where did you drive,
or how nuch do you drive. It just says what do you
owe. That is the way the system should be built, not
as the way it can be built.

So | would just suggest that these systens
can be designed and shoul d be designed to be
conpletely protective of Anericans' privacy and civil
l'iberties.

(Slide.)

Just a few other things before I close on
some suggestions and recomendati ons. Qher nations
are not just building better transit highway systens.
They are also building smart electric grids. In other
words, the electric grid, if you ook at the electric
grid today, it |ooked |ike what Thomas Edi son built
100 years ago. These are grids now that are snart.

They coul d have variable tine pricing so that you

13
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have an incentive to run your dishwasher at night
when you are off peak | oad.

You can have it two ways and build
electricity into the grid. Qher countries are
nmovi ng ahead aggressively. Italy is installing 25
mllion smart neters. Malta -- the country is al
smart neters. Ontario recently added a $4 nonthly
charge to their custoners to install smart grid, and
the custoners will save nuch nore than $4.00 a nonth
at the end of the day.

(Slide.)

Q her nations are fundi ng broadband as
well. As you know, or probably heard, we rank
anywhere -- probably 12 is the best nunber of the
OECD nunbers on broadband -- but there are other

countries that have done really enornous progress.

I n Japan, about 80 percent of hones can get 100 negabit

fiber to the hone.

In the U S., you can pretty nmuch only get
that if you live in Verizon territory where they' ve
installed FiO0S. W're still better than Europe on

that, but we're still behind Asia.

14
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O her countries have done a better job of
depl oyi ng broadband to nore places. You go to a
country like Sweden, which is just as, if not nore
rural in sonme of parts of the country as any
American state, they have 33 -- they're al nost as
rural as Montana, they're colder than Montana -- and
t hey have only 33,000 honmes in Sweden that do not
have w red broadband.

One of the reasons, by the way: They don't
think that's acceptable. They want to get that
nunber down. By the way, that's 8-10 tines fewer
honmes, on a percentage basis, than in the United
States. One of the ways they did that is they did a
PPP, public-private partnership, back in the |ast
Recession, and they invested -- either through tax
credits or grants or a conbination -- the equival ent
of $33 billion.

So while | applaud Congress for $7.5
Billion -- it was a very inportant step -- we need to
al so put that in perspective: $33 billion in Sweden.
The Irish governnment just conmtted on a broadband

stimul us package -- or at |east announced -- around $23
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billion. They have been on the sane per capita
| evel .

A rel ated conponent of that also is e-
governnent. Increasingly, | think that's an area
where other nations are exceeding us — we used to be
nunber one in the world in e-governnment; we're not
anynore. |If you look at progress in the US in e-
government, we are frankly dead | ast anong 40
countries in the report we're issuing out on
Wednesday. So we need to do nore in all these areas.

(Slide.)

What are sone | essons | earned from ot her
countries? | think nunber one is develop priorities,
figure out what are the nost inportant infrastructure
projects that that need to happen in your state, and
then determ ne the best ways to fund them

There are going to be a wide variety of
ways to fund projects. | think -- | applaud you all
because | worked for a governor in Rhode Island for a
while. | was struck nore by governors when | cane to
Washi ngton. Governors are essentially nore pragnmatic

Actors, and so | applaud you for | ooking at all of

16
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t hese various tools. W cannot solve this by
keepi ng sonme tools off the table; you have to | ook at
themall.

| think it's critical we rely nore on
direct user fees as we nove to a world where we are
concer ned increasingly about global warm ng and
carbon emssions. W sinply shouldn't be funding and
we shoul dn't be subsidizing travel. Yet today, about

40 percent of overall transportation fundi ng does not

come fromuser fees. It conmes fromgeneral fund subsidies
and ot her kinds of things. | think we should nmake
users pay. | ride ny bike so | don't have to pay

anything. But in general, the nore users pay, the
nore efficiently they use the systemand certainly
there are environnment benefits.

A nunber of these studies including the
| ast Conditions and Performance Report by the U. S
DOT that show that if you inpose user fees -- nore user
fees, including congestion pricing -- you sinply have
to build less infrastructure.

Think of it how the phone system was

designed. It was never designed -- it was designed
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intentionally for higher prices during the day and
t hat was where the peak was so there woul d be |ess
peak road. They wouldn't have to build as big a
network. W need to be thinking like that in
infrastructure.

| talked earlier, utilize public-private
partnerships. That's what a |ot of countries now are
doing, partly as a way to noderni ze projects, get
themin the pipeline quickly and then paid for
t hrough user fees over tine.

VW need to ensure regul ation supports the
investnment. That is not just in the highway system
We need to have the right DOT or state DOT rul es, but
also it's smart grid. For exanple, if the state were
to use these allowed rate recovery for smart grid
i nvestnments, that can play a big role in driving us
forward. W need to think about that also with
br oadband to nmake sure that the right regul atory
framework is in place to not restrict broadband
depl oynent .

And lastly, | think it's critical to

communi cate to the public. It's striking to us -- we
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did issue the interimreport and the nunber of

comments we got back from people around the country

conpl ai ni ng about how they're taking the gas tax --

when it's going into the general fund of the federa

gover nnent, where 99-

pl us percent of the gas tax does

not go into the general fund, it goes into the

hi ghway trust fund, which i medi ately goes out and

funds critical projects you all are funding. But I

think a lot of Anericans sinply aren't aware of that.

They don't understand how that funding system works

and how robust it is.

And the last point I'll make is that in a

| ot of cases, certainly not all, but when states have

enbraced, or other countries where peopl e have

enbraced, sone of these PPPs and pricing projects,

what they find is initial public acceptance is not as

high as it m ght be,

but then it grows.

One of the best cases is Stockholm where

they just did a congested pricing program a cordon

pricing program-- excuse ne -- |ast year, and

initial approval was

the systemin place,

| ess than 50 percent. After they put

acceptance rates were up around

19
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somewhere in the | ow 60s because people saw it, they
liked it, they saw that it worked, they saw it was
effective. So sonetines it's sinply just educating
people, the travelers, to say we need a better system
and we need help to do it. Thank you very nuch.

(Appl ause.)

GOVERNCOR RENDELL: We're going to take
some questions for Dr. Atkinson. Let ne ask the
first question. Dr. you tal ked about public-private
partnerships. If we were to do an infrastructure
bank, as you know, there is some support for that in
Congress, and the President supports it. |If we were
to put federal seed noney in to get private
investnment into that bank, are there changes to the
tax code that will help steer private investnents
into an infrastructure bank or any infrastructure
proj ects?

DR ATKINSON:. | don't want to go too far
ahead on our report on Thursday, but we do tal k about
the national infrastructure bank idea. W think a
system|li ke that can play an inportant role,

particularly if it's designed right.
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VW do have what's called private activity
bonds in the U S, which are limted in terns of
their use. They're capped, | think at $15 billion |
believe. | think, if you think about how private
activity bonds work, they're essentially bonds for
sone private entity to build, essentially, public
infrastructure; yet we're treating themas if their
private activities don't deserve public support.

| think we could seriously be thinking
about expanding the cap, elimnating it, but
certainly expanding the cap so that it puts those
projects on a little bit nore of a |level playing
field.

GOVERNOR RENDELL: O her questions for Dr.
At ki nson? Yes. CGovernor Markell.

GOVERNCR MARKELL: When you tal k about the
alternative funding schenmes, including those
overseas, to the extent that the U S., as a nation,
does not have a national strategy, how successfu
can individual states be trying to do sonething on
their own?

DR ATKINSON: | actually think it's

21
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going to be quite difficult for states to do this on
their omn. Let me back up by saying | think it's
difficult for individual states to do this on their
own. Collectively, if states wanted to try to do
this, that m ght be possible, but what you want to
have is scale economes. That's a critical thing.

If you read the Oregon report that cane
out, it tal ked about how difficult it would be for
Oregon itself to do this. One of the main reasons
is, if a VMI systemis going to work, you essentially
have to have a national nandate or rule for onboard
unit standardi zation. Onboard units need to be built
into the car as standard equi pnent and may need to be
standardi zed so ny onboard unit will work in Del aware
as well as it will work in Mntana.

Again, states could do sone of that, but I

think ultimately federal |eadership is going to be

needed.

GOVERNCR BEEBE: Actual ly, about 20 years
ago, CGovernor Markell, we had an issue with VMI
i nvol ving 80, 000-pound trucks. It evolved into a

Commerce O ause issue. So individual states can

22
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under certain circunstances, run afoul of the Conmerce
Clause and restrict interstate commerce to the point
that you' ve got a legal issue. So | think you' ve got

| egal issues over and above the actual practical
issues that Dr. Atkinson is talking about.

GOVERNOR MARKELL: That really raises the
stakes. Based on the conversation we had earlier
today with the secretary of Transportation and sone
of the conflicting views com ng out of the
admnistration -- and | think the necessity in us really
trying to not only get a sense of where they are
comng from but really trying to encourage themto
come up wth a strategy.

GOVERNCR RENDELL: Any ot her questions?
CGover nor Dani el s.

GOVERNCR DANI ELS:  First of all, that was
terrific. Thanks an awful lot. You talk about sone
m sunder st andi ng, |ack of information about sonething
as basic as the gas tax proceeds.

Most of what you say here is strangely
unknown to a |l ot of our colleagues in other parts of

governnment who don't understand how conventi onal sone
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of these things have been for a long tinme el sewhere.
| hope you have another chance to give that slide
show frequently.

My question is, ny inpression is that the
cost of conventional mass transit in this country
keeps going up and up and up for a variety of reasons,
whereas the technol ogy you were just describing does
inprove the RO on alternatives, congestion, pricing,
smart highways, and it's a little hard to keep up
with the pace of that. But in general, are not these
noving in opposite directions and are there out there
sonme exciting new alternatives to the extrenely
expensi ve, time-consum ng, and al ways subsi dy-
devouring nmass transit systens that we've built in
t he past?

DR ATKINSON: In our comm ssion, they are
undeci ded. There were three things -- we call them
buckets. Bucket one was how nuch noney we needed to
rai se, bucket two was how do we raise it, and bucket
three was how do we spend it.

| would call that a bucket three question.

It's a very good question, but it's alittle bit
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beyond what we focused on. | don't really feel | can
answer it.

| wll say two things, though. Nunber one, a
nunber of studies seemto find that if you nove
toward congestion pricing you nmake the case -- the
econom c case -- for transit to be nore econom cal and
nmore efficient sinply because people now are payi ng
their true cost of driving at rush hour congested
period, and therefore it nmakes nore econom c sense to
do transit.

The second piece of this, again, is just ny
own personal view and not that of the conmm ssion.
There are sone very interesting social Wb
technologies, if you will, that allow-- for exanple,
there is one project that all ows people to go on the
Wb, have registered drivers sign up, registered
users, and then use the Internet to figure out trip
mat ching, which is in a way sort of |like paratransit.
Everybody gets to use it.

There are sone very creative things that
we'll probably end up seeing in a decade, which we

can't imagine right now



10

11

12

13

14

15

16

17

18

19

20

21

22

23

26

GOVERNCR RENDELL: Governor R tter.

GOVERNCR RITTER  On the vehicle mle
travel, with different countries that are using it,
they seemlike they're fairly small relative to sone
of the places that we live. W just had an omi bus
transportation bill run through our house, actually
it's still on the way through, but it had vehicle
mle travel as a pilot init.

One of the problens, of course, is the
privacy issue which you discussed. The other problem
was that in rural areas, people in the agriculture
sector wind up driving so many nore mles per day in
maki ng these 60-mle, 100-mle round trips and
t herefore woul d be di sadvantaged by a system neasured
according to mles traveled. Are there ways -- is
there an accounting for that, sonme kind of equity
built into VMI systens that takes into account what a
rural area would do?

DR ATKINSON. W actually | ooked at this
alot, and I have to tell you it was our perception
as we went through it, that what you said was

probably true and what we ended up concluding is that
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it my not be. Partly we don't know enough. W are
actually going to be laying out a fairly detailed

roadmap on a |lot of these different recommendati ons.

Part of that is we need to | ook at that
question of rural nore, but | would just cone back
and say soneone who drives a lot in a rural area,
maybe 60 mles to get to work one day, they're
already paying a lot in the gas tax. They're paying
maybe 10 tines nore than sonmeone who drives six mles
a day. So that's sonmething | have not thought about.

It was quite obvious but I'd forgotten
about, so it's not clear if you charge per m|les.
It's probably nore accurate to say that people who
drive cars that don't get as good m | eage may be
actually a little bit better off than people who
don't because they end up paying by the mle instead
of by gas.

So the question is, do rural people as a
group tend to drive |l ess mleage-efficient cars? W
just don't know that yet, whether a part of this, and

| figure it would be hel pful in Washington, DC, for
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this to be part of the conversation because the

Presi dent has nmade clear he wants to put a

significant nunber of electric cars or hybrid on the

hi ghway -- | think by 2015 -- but the gas tax is totally
inefficient. There is no way the gas tax neasures

the inpact at all.

As we as a country transition towards
greater use of electric cars or hybrids, we have to
have sone other way, and that doesn't seemto apply to
t he conversation right now, in terns of
transportation funding. | think the secretary of
Transportation does understand this.

DR ATKINSON. If | can add one piece on
this, which is the environnental question. The
Oregon study actually found a very interesting
concl usi on whi ch was that even though the system was
designed in the pilot to be revenue neutral so that
users were paying approximately the sanme on average
intheir VMI fees as their gas tax, they actually
drove less. They drove | ess because it was visible
to them

So psychol ogi cally peopl e use the pricing
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signal to be nore efficient and to becone nore
environnmental ly -- better environnental users, if you
will. So there are, | think, sone interesting
envi ronnental benefits that nmay conme about from doing
sonething |like that.

| think that's the case because the fue
tax is not only small relative to other places in the
world, here in the United States it's also very nuch
hi dden. Unl ess you're a governor, you may not have
any idea of what price you pay on the gallon either
in federal taxes or to the state H ghway Use Trust
Fund. Until it's not so hidden, | don't think you
wi nd up inpacting behavi or

GOVERNCR RENDELL: W have to go on to our
next speaker, but Rob before you go -- he is going to
wait around until the end of the session for any
addi tional questions. |Is the report you're going to
have rel eased on Thursday, is it on the Wb site?

DR ATKINSON: | certainly hope. It wll
be posted on Thursday on
www. fi nanceconm ssion.dot.gov. It will definitely be

on our Web site, whichis itif.org, ww. itif.org.
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We'll be sure you all get copies.

GOVERNCOR RENDELL: Thanks very nuch. CQur
next speaker is one whom| hope will be as
interesting as Dr. Atkinson is -- Connie Hedegaard
Denmark's first mnister for climte and energy. She
was appointed to this position in 2007, but served
previously as mnister of environment and in a series
of other distinguished political positions during her
| ong and successful career.

Joi ni ng Conni e today, although I don't think
he' || be addressing us, is the Danish anbassador
to the United States, Frees Petersen. Anbassador
Petersen, it's a pleasure to have you here.

Denmark will host the UN s dinmate Change
Conference in Copenhagen in 2009. M nister Hedegaard
is actively working to forward both donestic and
i nternational discussions on clinmate change.

Denmar k boasts an extensive network of
hi ghways and bridges but they al so have very well
devel oped railroads and bicycle routes and a pi oneer
ininitiating the first electric car charging

networks in the worl d.
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Denmark is also the | eader in alternative
energy infrastructure pronpted by the oil crisis of
the 1970s. Denmark transforned their energy
infrastructure to becone energy independent,

i ncluding generating 20 percent of their electricity
fromw nd, using turbines fromthe Danish turbine
producer Vest as.

The mnister will share with us sone of
t he success stories and chal |l enges Denmark has faced
i n devel opi ng and mai ntaining a robust infrastructure
that has supported a strong econony and, as
inportantly, a sustainable environnent. M nister

(Appl ause.)

M NI STER HEDEGAARD: Thank you very nuch,
Governor Rendell, for your kind introduction and thank
you al so for this opportunity to try to give an
i nternational perspective on your discussions on
infrastructure.

| nust say it's a great privilege to
address you, those guys who are going to deliver out
there in the states, and we're all |ooking forward to

what will cone out of all the interests and
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del i berations here.

And, of course, also as Governor Rendel
just nentioned, as part of the upcom ng UN Sunmt on
Cimate Change, we hope to conclude a truly anbitious
and truly gl obal deal, which is what is needed. And,
of course, we're doing everything we can to ensure
that an anbitious and truly gl obal deal can be
reached i n Copenhagen this year because we now have
this gol den opportunity.

l|"mnot going into today why that is
necessary, but | would sort of enphasize why we all
have to see this as a golden opportunity. Wat cane
to us as a financial crisis has turned out to be nmuch
nore severe, much nore global, and much nore conpl ex
because international crisis questions our economc
systens, our energy systens, our infrastructure, the
nature of our resource demand, and our efforts under
global climate. 1In fact, it questions the core
structures on which we've been used to build our
nodern econom es, our nodern societies.

W sinply cannot, as | see it, afford not

to rethink the way we shape our societies and
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economes. W can't afford not to invest in a green

sustai nable future. But of course, going green is

not a walk in the park. It requires carefu
decisions. It requires a |lot of planning, and above
all, it requires a thorough | ook at existing

infrastructure systens.

So, how we see it is, that the current
crisis provides us with a unique chance to create new
synergi es between our transportation and our energy
systens. |'Il go nore into detail with that.

Moder ni zi ng the power grid and integrating
it wth our neighboring countries has actual ly nmade
it possible for Denmark to handl e the fluctuating
production of power fromthe grid.

When soneone el se just before that
national versus doing things on a very limted basis.
W're trying to connect our grids with our
nei ghboring countries, and also the EUis getting nuch
nore into the whole grid issue to take care that we
do things as efficiently as possible.

Li kew se, the introduction of electric

power through our transportation system as just
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menti oned by the governor, will provide a usefu
storage opportunity for wi nd generated power, which
nmeans that we can use our wind power in an even nore
efficient way, when we can store it on batteries and
the car can drive on those.

Transportation, of course, is crucial to our
nodern way of life but transportation is also a key
reason for our current em ssions and energy
dependency. W nust diversify, increase efficiency,
and al so enhance public transportation to rid
oursel ves of this dependency, and we nust redesign
our transportation infrastructure.

I n our experience, the planning here is
absol utely essential. For instance, since many, nmany
years, we have only all owed the bigger conpanies to
build in areas where they're supported by public
transportati on and new housing projects along the
sane lines, as it allowed Danish citizens to keep
congestion and pollution to a mnimum So that is to
say, we cannot sort of build in areas where you do not
take care to get public transport there before the

people or the conpanies arrive. So it's sort of
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t hought into the planning fromthe very outset.

In the Danish capital, Copenhagen, one-
third of all the transport between hone and job will
be by bike. That's a fact, just one-third. Kids ride
their bikes to school safely on paved bi ke paths
t hr oughout the country.

I n the Copenhagen area, there is al so
established an integrated public transportation
system comuter trains, buses, and nost recently a
metro system which i s continuously being expanded.

On a national scale, we have seen great
results fromestablishing our capital and maj or
cities around the country. W have an efficient
intercity rail system between our capital and nmajor
cities around the country. 1'Il give you two
exanples. Two-thirds of all the people who go from
our capital to our second largest city three hours
away, they prefer to do so by public transport and
our satellite city is two hours away fromthe
capital, up to half of that transport will be by
public transport, primarily by train.

So just to show how public transport is
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not just sonme side effect, it's actually being used.
The | onger the distances are, the transportation that
we use is expanded as it is and transfer better into
nore conprehensive public transportation are being
drafted as part of an overall plan for greener
transport that the governnent had political
acceptance for |ast Decenber and one of the things

wi th the congestion charge and the plans that were
just nentioned by Rob Atkinson

As part of this plan, we have started to
conprehensively address the transition fromfossil to
alternative fuels. Just to be frank, the current has
barely changed since its inception. It still uses a
hopel essly dated conbusted engi ne using only a
fraction of the input energy.

Until other technol ogi es have matured
enough to reach critical mass, sustainable biofuels
provi de the necessary alternative to gasoline. In
particul ar, second generation biofuels set a great
potential for econom c devel opnent in rural areas,
but at the sanme tinme, [imt our carbon footprint, but

in the longer run, we believe that the electric car
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is a promsing alternative.

Actual Iy, Rob Atkinson already referred to
Thomas Edi son, but actually, Thomas Edi son and Henry
Ford both built cars, one wth electric and one wth

a conbustion engine, and in the year 1900, about 4, 000
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cars were produced in the U S., and one-fourth of
them actually were el ectrical cars.

VW now know who won that race at that
tinme. The result was, we've been spending the |ast
100 years on gasoline- and diesel -based auto
infrastructure. W now know that electric cars are
much smarter. Electric engines are nore than three
times nore energy efficient than conbustion engi nes,
and at this tinme we have a gol den opportunity to
establish the right framework of em ssions for the
el ectric car market to take off because the key

infrastructure for electric cars, the power grid,

needs an overhaul as well. So we can sort of hit two

flies in one.
The basi c concept of our current energy
systemis that if you want nore power, well then you

put in nore fuel, nostly coal, gas, or oil. Very
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sinmple, but also quite expensive and in a carbon

restrained future, certainly not the optinum option

VW nust rely nmuch nore on renewabl e energy
sources. Some of which will be fluctuating beyond
our control. Wnd power is only produced when the
wind is blowng and the voltage is flow ng at night,
of course.

Consequently, the energy sector faces the

need for nore intelligent and integrated power systens

and an acconpanying infrastructure. New conmon
ground is form ng between the energy sector and the
transport sector. In the comng decades the rise of
new common grid and energy storage technol ogy wll
make both renewabl e energy and el ectric vehicles nore
conpetitive and nore feasible.

Turning again, then, to the grand picture:
The fact remains that energy security and stable
energy prices are crucial to our economes and we are
i ncreasi ngly dependent on raising funds to pay for
energy supplies fromhostile regines in volatile

regions. At the sane tine, energy supplies are
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limted, and the global denmand for energy wll always
continue to grow.

So fromour strategic perspective, we
have to find better alternatives. Dealing from oi
and gas wll not solve the problemfor us in the |ong
run. We need a nore diversify portfolio of energy
sources to keep prices down and there is no
contradiction between economc growh and an
anbitious policy to diversify our energy intake and
del ete our carbon footprint.

On the contrary, the policies needed to
address climate change and revitalize our core
infrastructures are the very sane policies that can
hel p rebal ance and revitalize our econom es.

Denmark has al ready seen the positive
effects of a nodern energy and transportation
i nfrastructure, enhanced energy efficiency, and
i ncreased use of renewabl e energy. Wien the first

oil crisis pulled the plug back in the early '70s,

Denmar k was al nost conpletely — 99 percent -- dependent

on inport of fossil fuels fromthe Mddle East.

Consequently, our econony was seriously hurt by the

39



10

11

12

13

14

15

16

17

18

19

20

21

22

23

price increase and the disruption of oil supplies.
At one point, the situation was so grave that private
cars were prevented to drive on the streets on Sunday.
That was only in ny childhood. It's not any |onger
back. W managed to get our cars back on the streets,
and nore inportantly, the crisis brought about a
reform of our energy supply system

Conpr ehensive district heating systens
were established in all centers and comunities
supplied by highly efficient conbined heating power
pl ants, and waste incineration was introduced for
power and heat production. In Denmark today, we turn
all our household waste into energy, wthout
exception.

It requires a natural gas grid based on

gas findings in the North Sea and was established

covering a large part of Denmark, and renewabl e energy

sources and energy efficiency issues were given high
priority.

W' ve adopt ed narket -based policies and
incentives to foster demand for the right types of

technol ogy. There is an abundance of clean,
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efficient technol ogies out there already, but we, the
politicians, need to create the environnent for them
to be used.

I n Denmark, we've introduced subsidies for
renewabl e energy, paid for by the consuners through
public service operations on their electricity bill.
That al so neans that it contributes to awareness
because it's clear to people when they get their
bills that energy cones at a price.

W have for many years included energy
efficient standards in building codes and now we
require government buildings to reduce energy
consunption by 10 percent in 2011. Al public buildings
will have to be energy | abeled and all the
initiatives will have a payback tine of five years or
less. It nmust be carried out in real life.

Al so, the European Union has regul ating
i ndustrial design standards and fuel efficiency
standards, and the Danish vehicle tax system favors
environmental ly friendly cars and el ectric vehicles
are exenpted fromtaxation altogether in the next

many years.
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So that gets back to what Governor Ritter
was mentioning. You have to have the incentives
right for people to invest in the new generation of
cars, and we're trying to take care of that.

| don't knowif | dare say it here to such
an Anerican audi ence, that for decades we have taxed
fuel and energy consunption to nake incentives right,
and | nust say it seens to have been working. For
i nstance, the average Danish electricity consunption
in a household will be 5,000 kilowatts per hour,
whereas in the United States, it is 11,000 at an
average, and our living standards will be greatly
simlar.

At the sane tinme, we have aid to spur
devel opment and introduction of new and enhanced
t echnol ogi es by doubling the public budget for
research and devel opnent of energy technol ogy over
t he past few years.

Finally, wth the European tradi ng schene
for greenhouse gases -- we have established a price and
tax of investnents in the direction of clean and

efficient technol ogies. But then, of course, the big
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question is, did these political choices then harm our
econony? And | woul d say no.

On the contrary, there is no doubt that
t hese policy decisions have served themwell. And
just in conclusion, I'lIl give you a few exanpl es
because over the past 25 years, Denmark has had a
growmh in our GP of alnost 80 percent. Yet at the sane
tinme, we have kept our total energy consunption
al nost stabl e.

VW have gone from bei ng al nost conpletely
dependent on foreign sources of energy to being an
energy exporter, and we have becone the nost energy
efficient country anong the EU 27.

In short, we have turned a potentia
econom c disaster into growh and job creation in a
new cl ean tech industry -- an industry that by the way,
is largely located in renote areas, areas that have
lost a lot of jobs outsourcing to China. They are
not benefiting a ot fromthese new industries and
cl ean tech today accounts for sonme 10 percent of our tota
exports and remai ns one of the fastest grow ng export

areas. Actually the exports in this field are
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tripled over the last 10 years.

So as a result of investnents in wind, in
bi ofuels and with insulation -- | could nention
nunmerous nore, but all of this canme out of 30 years
of focus in this area. W don't just claimthat w nd
growm h pays off, we can prove it in clean, cold
nunbers.

Just a final exanple, in 1980 we only had
3 percent of our total energy consunption stemm ng from
renewabl es. We have no natural hydro anyt hing.

Today, we have al nost one-fifth of our energy com ng

fromw nd, bionmass, and to a | arger extent now, biogas;

and we have a plan for howit will be 30 percent in 2020.

And of course, that has been possible also due to
the fact that we have nade a very flexible grid
systemthat can sort of take that 50 percent of our
electricity will be generated by wind, and it takes
quite a flexible grid that can achieve results |ike
t hat .

I n concluding, even if you agree thus far,
t hen you may ask, but how on earth can we finance al

this during the current econom c recession and with
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the current credit crunch? Well, if there is one
| esson that the financial crisis has taught ne, it is
that noney is not always where you expect it to be.
At least, it seens it's not in the banks.

On the other hand, mllions have had a
tendency to enmerge where we didn't think to | ook.
The Copenhagen Metro Systemthat | nentioned was
pl anned sonme 15 years ago. Financing quickly becane
an issue, and in a visionary schene, the state provided
the necessary funds by selling its lands in the area
to be serviced by the new netro at soaring prices,
due to, well, the arrival of the netro.

That is just one exanple of interrupted
Fi nanci ng, and the public-private partnerships that
was nentioned as another idea. But once nore -- and
that is inny last remark -- as | see it, we sinply
do not have a choice, because to continue in business
as usual isn't a choice. The only kind of growth we
can afford in the 21st century is green growth
sust ai nabl e growt h, which you have seen here.

Just to end up with that, nmy recent visits

to East Asia have convinced ne that Chi na has
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realized the potential of green growh and so have
others. Wy, only a few weeks ago | was in the United
Arab Emrates, and of all places, at this very day,
they have a target for renewables of 7 percent in 2020.

Just to say that things are really
changing, in Saudi Arabia, they told nme that they
expected in only a few decades to export nore sol ar
energy than today they are exporting oil. So what is
bei ng determned during the current crisis is also
who will hold the strategic | eadership in this
century, in this world. The urgency of the financial
crisis is no excuse for neglecting the climte
crisis.

In our country, green is the color of our
future. W do not have any alternative, as we are
going to becone 9 billion people to live on
planet Earth in the mddle of this century.

The tinme will not permt that I go into
nore details about the Dani sh exanple, but just
summ ng up, | would say that the Danish case proves
that it pays off job w se, econony w se,

environnmental ly, and climate wise, and then it conmes to
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energy security as well.

| wish you all the best in your endeavors
and thank you very much for your attention

(Appl ause.)

GOVERNCOR RENDELL: Thank you very nuch
M ni ster Hedegaard. | thought you nmade a trenendous
amount of relevant points. One of the points we've
experienced in Pennsyl vania, we thought a renewabl e
energy econony is that it is in fact created nostly
in rural areas, not urban areas -- in rural areas that
have suffered greatest |osses, |oss of nmanufacturing
pl ants, that have the toughest econom c chal |l enges
and | think the mnister reiterated that.

|'d like to ask the first questions. Wat
type of carbon pricing or carbon tax or cap and
trade, and how has it influenced energy in Denmark?

M NI STER HEDEGAARD: We will be part of
t he European Trade regine, but that's all very
recently. W' ve been waiting for that for many
years. Actually, we had reduced it by 21 percent before
2012 when it cones to em ssions, but already in the '80s,

we introduced a carbon tax so that when you get your
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electricity bill back hone, you can sinply see that
you have a carbon tax there.

The whole idea is to try to have
regul ati ons and standards to be acconpani ed by you in
t he househol d being sensitive to neet the savings, to
use it in a nore efficient way.

GOVERNCOR RENDELL: Percentage w se, what
does the carbon tax add to the basic electric bill?

M NI STER HEDEGAARD: | think if | | ook at

ny bill it would be sonething between 15 percent, around

t hat .

GOVERNOR RENDELL: And you nmake up a | ot
of that because Denmark has al so noved toward
conservati on.

M NI STER HEDEGAARD: W need to be the
nost energy efficient econony anong t he European 27
menber states, and that was due to that really severe
situation we had back in the "70s. So in periods, we
al so have given financial assistance to sone of the
things that you are considering now. You're going to
i nsul ate your household, you're going to put a solar

panel on your roof, or whatever. In a limted period,

48



10

11

12

13

14

15

16

17

18

19

20

21

22

23

you w Il have sonme benefits fromthe state if you do
so.

But when it cones to fuel, then we have
heavy taxation. An American in Denmark woul d just
not believe how expensive fuel is. That is, of
course, also a part of the explanation why the
figures | nentioned that people will sonetine take
the public transport system because it works and it
is snooth and it's of value, packaged by incentives
to use public transportation to and fromwork instead
of using your own car

GOVERNCOR RENDELL: [It's obvious we can
learn a I ot fromDenmark. Questions? Governor
Schwei t zer

GOVERNCR SCHEW TZER:  Thank you. For ny
col | eagues, | want to rem nd themthat Denmark has
been the nost reliable ally that the Unites States of
America has had during the last 60 years, so thank
you for being here.

Denmark would fit approximately nine tines
inny little state of Montana by size. You have five

and a half mllion people, we have about 950,000. So
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as you can see, we're spread out. W are bl essed
with wind resources that are superior to any place in
Europe and so we're devel opi ng our wi nd energy but ny
guestion is about your carbon fees/tax. W would
call it a fee because we don't want to tal k about
taxes. This is a cap and trade system

If you were the czarina of clinmate change
in Arerica today and there is no debate, no
di scussi on, knowi ng what you know t oday about the fee

versus the carbon cap and trade and know ng that we

don't have a systemthat existed at all today, would you

choose a carbon cap and trade system or would you go
to a carbon fee that would be conpletely dedicated to
research and devel opnent around carbon capture and
new t echnol ogi es?

M NI STER HEDEGAARD:. That's a good
question. | think | would go for the cap and trade,
and why is that? Because if we only do it by taxes,
and I"'mtalking at the global level, one thing is the
political troubles in getting that globally. As I
started to say, it is really inportant that we get

this time a truly gl obal deal, which neans that also
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France and China nust be part of that.

| do then believe it's inportant for cap
and trade system because if we only do it by taxes
then sone of us, the richest countries, we can just
pay the taxes, and did we then really change our
habi t s.

| still think that in the cap and trade

schene there is even know edge that actually we wll

do things differently, we will reduce em ssions, and

| think that is the kind of process that we need.
So to answer your question, if |I had to

make that choice, | would prefer that. And | also

think that it is nost likely to have a gl obal sort of

accept ance.

GOVERNCR RENDELL: O her questi ons.
Governor Carcieri.

GOVERNCR CARCIERI: Mnister, I'm
interested -- | know Denmark has al so been a nmgjor
| eader in offshore wind power. Qur little state of
Rhode |sland on the East Coast -- a nunber of our
governors on the coast are | ooking aggressively at

of fshore wi nd power. Unlike our friends out west
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that have lots of territory with nothing out there
and lots of wind --

(Laughter.)

GOVERNCR CARCI ERI:  You' ve got 950, 000
people, Brian? |'ve got that nmany people in 48X40
but the question -- I'minterested in your
experience, your view, and Denmark's experience with
of fshore wind power. W are banking a | ot on that
frankly, on the East Coast in particular as a part of
the solution -- not the whole solution, but a part of
the solution to our energy needs.

Sol"mreally curious if you could expand
alittle bit about Denmark's experience with offshore
wi nd.

M NI STER HEDEGAARD: W have sone very

good experience with that. Al so you know, what we

had put on land -- we have a lot of it, land turbines --

but of course, people always wll have the tradition
of “not in ny backyard,” and sone of the problens wl
be sol ved when you put it offshore. And we sort of

managed to integrate it very well in the grid, and it

conmes to the land and it works real well technically,
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but it's also nmuch easier for people to accept
because it's sort of not in their sight.

Then of course, we will have a nmjor
conservation organi zation. | know that is also
sonmetinmes giving problens in the United States.
Actually in Denmark, even with those organizations,
we'd say this is better than the alternative and
they will support it, and we will in the next three
years put up nore than 800 negawatts of new installed
capacity offshore, which is adequate for the
electricity consunption of 800,000 househol ds.

As the gentleman from Montana was sayi ng,
we are 5.4 mllion. That's quite a bit and that is
bet ween now, this year, and 2012.

GOVERNCOR CARCIERI @ Just to follow on, I'm
curious. The relative cost between -- | know as we
|l ook at it, offshore wind, you know, is nore
expensi ve. The mai ntenance cost and a whol e series
of things, not having the experience -- but as we talk
to people |I'mcurious, fromyour experience, because
you' ve been at it |onger than any of us, about the relative

costs between onshore wi nd and of f shore.
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M NI STER HEDEGAARD: W have two different
systens. |If we have wind turbines on |and we can
have sone feed-in turrets. But when we nmake an
of fshore park we will nake sort of a bit round and
the best bit will winit. You'reright, it is a bit
nore expensive, but there are a | ot of advantages
because you get a |lot nore negawatts at the sane
time, and it is a very efficient way of using it, and
we can expand our grid accordingly. It ends up to be
a nore efficient way of procuring our energy security
for the future when we will not have as nuch oil and
gas as we used to have.

GOVERNCR RENDELL: We're going to have to
go on to the award section of our program but
Governor G egoire.

GOVERNOR GREGO RE: I f | understood you
correctly, you' ve been involved in the cap and trade
systemfor two years?

M NI STER HEDEGAARD: Since 2005, and it's
been in place for real since 2008.

GOVERNCR GREGORE:  As a follow up to

Governor Schweitzer's question, assum ng that our
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country went forward with cap and trade, what were
those initial issues, obstacles, concerns that you
had to deal wth and | essons | earned in the process
of inplenenting the cap and trade systenf

M NI STER HEDEGAARD: | think one of the
big challenge in the EU has been to take care that
there are not too many facilities out there.
Qoviously it is only of value if there is not a
surplus to be traded, because else you will not have
a price on carbon. | think EU did that, so for the
first three years they sort of nmade it |ike an
exercise, and then it was for real from 2008.

Now we have sone experiences here. A lot
of Europeans are trying to take care that, for
i nstance, in Congress and other places where they are
considering howto do this in the United States, that
t he good experiences and the what not to do
experiences are being carried into your system And
| shoul d maybe here nention that Japan is
considering to do such a systemfrom next year
Australia |ikew se and al so New Zeal and.

So it's comng out as regional systens but
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of course the idea should be that in the end they can
speak for one anot her

GOVERNCR RENDELL: Thank you very nuch,
mnister. W are very inpressed by not only what
Denmar k has done but about your passion for this and
for climate change that comes through I oud and cl ear.
| think we've all learned a ot and al so from Ron
Atkinson. | would thank himfor his excellent
presentation. Let's give thema round of appl ause.

(Appl ause.)

GOVERNCOR RENDELL: Anbassador, agai n,
t hanks for your presence. W have just two nore
pi eces of business to do, but 1'd ask you all to
stick around because we have to vote on our policy
reports. But first, I"'mgoing to launch into the
governors’ NGA awards, the public-private
part ner shi ps.

As you know, a nunber of governors
subm tted recommendati ons for the awards and
nom nations, and it was a very difficult choice to
make. W have a public-private selection commttee

chaired by M. John Schmdt in evaluating the
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nom nations and canme up with two wnners. Here to
present the first wnner is Governor Martin O Ml l ey,
whi ch gives you a hint that that w nner does business
in Maryl and.

GOVERNCR O MALLEY: Governor Rendel |
t hank you very nmuch. Thank you, governor, for your
| eadership in elevating our understandi ng of the
i nportant need of infrastructure.

(Slide.)

The topic of this first award is al so
infrastructure in a sense, but it is green
infrastructure. It is about the “greenprint” that
we' ve been able to include in our state that I'm
going to show you in a second.

I"d |i ke Jack Dangernond from ESRI to cone
up and join ne.

(Slide.)

There are very few people in this world
whose talents and insights have had the w despread
i npact that this man and this conpany have had with
the ever-w der enbrace and rapid evol ution of

geographic informati on systens, or G S.
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The ever-broader reach of G S strengthens
the very inportant rel ationship between peopl e and
pl ace; strengthens our understanding of the rel ationship
bet ween people and the Iand, the air, the weather
that we need to be able to protect so that we can
survive; and strengthens the rel ati onship between our
actions in this generation and the survival of future
generati ons.

So ESRI and Maryl and have teaned together
to produce what we call IMAP, a first in the nation
based map of every parcel and plot of land in our
st at e.

(Slide.)

As well as the ability to plot all of our
public infrastructure and our green infrastructure.
This is out BayStat Wb site. Through GS Wb site
t echnol ogy powered by ESRI, we are able to see the
mai n causes of pollution in the Chesapeake Bay- -

(Slide.)

the degree to which the farns in yell ow
and the wastewater treatnment plants in red, storm

water runoff in blue, and septic systens in black
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contribute to that force feeding of nitrogen
phosphorous sedinent into the Bay. But we al so have
a sol utions page.

(Slide)

It tal ks about the human actions that we
can take in order to conbat that pollution, ranging
fromcovered crops to | and conservation prograns and
rural |egacy, which then brings nme to green prep

(Slide.)

Qur first-in-the-nation ecol ogi cal arranging
of every parcel of land in Maryland in order that we
m ght do a better job together of protecting the
essential green lungs, green liver, green kidneys --
that the ecol ogi cal body of our Chesapeake Bay
region needs to be able to have in order to function
in a heal thy manner.

This is Maryland's greenprint. The green
areas are our nost econom cally val ued and i nportant
parcels in our state. The dark green represents what
we' ve protected so far within that greenprint and
the Iight green represents what we need to protect

into the future, either with better | and
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conservation or better |and use policies.

Let's click on one of the counties,
Charles County. You can see the percentage that's
protected down there in the pie shape and the anount
that still needs to be protected. Zoom ng in now.

(Slide.)

Maryl and has | ong has an open space
program where we take our transfer tax to purchase
open space. W zoomin further.

(Slide.)

To this little red dots, red stars.

Wthin the greenprint you can go down on to a

par cel .

(Slide.)

There for a parcel in the mddle, click
agai n.

(Slide.)

Layer on the aerial photography, click
agai n.

(Slide.)
You can see, when it cane to the Board of

Public Wrks, why we protected it. dick again.
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(Slide.)

Then you can see the parcel we purchased
is nostly a wooded parcel that has a farmin the
corner of it. That is our greenprint, and Jack and
his people are already busy at work with Fed Stat,
the ability to geo-relate all the spending that's
going to happen with regard to the Recovery and
Rei nvest nent Act and see how that inpacts each parce
of land and to be able to track it in a tinely way.

It's also spatially related. So on behal f
of the state of Maryland and the National Governors
Associ ation, it's ny honor, Jack, to present you with
t he NGA Corporate Fellows Public-Private Partnership
Award for your trenmendous partnership with Maryl and
on | MAP and Maryland's GeenPrint that's
contributing so nuch to our shrewd pursuit of
progress. Congratul ati ons!

(Appl ause.)

MR, DANGERMOND: Thank you very nuch,
governor, and | appreciate the selection conmttee
and what you did to pick us out. | know it nust have

been a tough job, but | appreciate NGA for this honor.
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What the governor and his team have done
is sonmething very significant, which is to spatialize --
open up and nake transparent decision nmaking that's
happened here in the state. Those of you who know
his history in the city, he did that with CGtyStat
and now is expanding it to BayStat and beyond.

| think this is wonderful for Mryl and,
governor. | think it's going to do a |ot of good for
them but | also think your work and the footprints
that you have | aid down as a net hodol ogy to show
other states howto do this, and al so our federal
governnent to do the sane thing, that will make it -- in
ny hunbl e opinion -- that will nmake America better and
make us nore connected to governnent through
vi sual i zation and rational thinking about where we do
t hi ngs and how we do them

Agai n, on behalf of ny colleagues at ESRI,
| want to thank them | couldn't have done it
wi thout them and it also didn't happen w thout your own
staff working hard on this. | just want to say thank

you.

(Appl ause.)
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GOVERNCR RENDELL: Governor Gregoire, if
you're jealous, this next award -- and Chris will tell
you nore about it -- is going to a conmpany that | think
has done as nmuch for all the states and for all of
our areas, particularly in education, as any conpany
inthe United States in recent tinmes. So Chris, |
know you are excited to present this award.

GOVERNOR GREGCRIE: | thank you, M.
Chairman. | truly am pl eased to announce this award,
whi ch recogni zes a very inportant conpany for a | ong
time of hard work in one particular area. It's
called Partners in Learning Wrldwi de Initiative.
It's in the area of education, and the award goes to
M crosoft.

M crosoft, of course, is a mgjor force in
t he good state of Washington but this initiative,
Partners in Learning, reflects a | ong-term comm t nent
to quality education through innovative uses of
technol ogy and to have teachers and students reach
their greatest potential.

Partners in Learning is a five-year $500

mllion investnent to help students in the
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21st century with skills and to strengthen the
workforce. Initiative in this country stresses the
val ue of aligning governnment as well as education and
busi ness expertise in critical conversations that
support education reforns specific to a state.

Thi s partnership already has invested
$35 mllion in the United States as well as
targeted full-tinme executive |level positions to
work with the states through each one of themin a
specific project area.

The project has allowed Mcrosoft to nove
beyond what nmany have seen as the inmage of a grand
tour to our first future with the states. Five years
ago, the state of Washington was the first invited to
partner in this worldwde initiative. This
col I aboration included a K-12 school district in our
state and a higher education institution, both of
whi ch agreed to target mathematics instruction and to
work across institutional lines in the K-12 system
into higher education in the very inportant area of
mat hemat i cs.

The program has been truly successful.
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The m ddl e school principal in that particular schoo
district has told ne that the partnership wth the
state and with Mcrosoft has fundanental |y changed
the way in which that district teaches our young
students mathematics and has resulted in real results
in terns of their experience.

In addition to the experience in our
state, Mcrosoft is engaged with five other states to
wor k toget her on key education issues in those
respective states to inprove schools in crisis
t hrough career devel opnent. Those states include
Fl orida, M chigan, New Mexico, Pennsylvania, and
Vi rgini a.

So | amvery pleased today on behalf of ny
state, the state of Washi ngton, and on behalf of the
Nat i onal Governors Association, to give this award to
M crosoft, that is so richly deserved. And so here,
M. Chairman and nenbers of the National Governors
Associ ation, to accept this very inportant public-
private partnership award i s Panel a Passman, the
corporate vice president and deputy general counsel

A obal Corporate Affairs for Mcrosoft in Rednond,
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Washi ngt on.

Congratul ations, Pam and to all of you at
M crosoft for being a role nodel in educating the
wor kf orce of tonorrow. Thank you. Congratul ati ons!

(Appl ause.)

M5. PASSMAN. Thank you. W are honored to
be here and accept the award on behal f of M crosoft
enpl oyees and our partners who share a passion for
supporting our students and teachers and the role that
t echnol ogy can play in enabling opportunity and
| ear ni ng.

Thank you, Governor Gegoire, for your
| eader shi p and your ongoi ng support and passion for
our students and for inproving education in
Washi ngton state. W are very pleased to have
started Partners in Learning in Washington to hel p
teachers use technology to inprove student
achi evenent.

Through our Partners in Learning program
across the United States, we've reached 3.3 mllion
t eachers and students to increase access to

technol ogy and inprove | earning. At Mcrosoft, our
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mssion is to enabl e peopl e and organi zations to
reach their full potential. That is collaborations
such as Partners in Learning.

This opportunity brings together the
tal ent and resources of public and private
institutions to do amazing things, things that we
could not do alone. At Mcrosoft, we are inspired by
teachers who are using technology to educate in new and
i nnovative ways, by the principals and adm nistrators
who are using new | eadershi p and col | aborati on
met hods, and by students who are exploring, |earning,
and reaching their potential.

W very nuch appreciate the opportunity to
work wi th your governnments, your school authorities,
your teachers, and your students. GCovernor Rendel
also ask ne to be sure | nention the El evate Anerica
programthat we announced yesterday, which
really expands on the work that we've done with
Partners in Learning. It expands the work that we’ ve
done with our unlimted potential community
technol ogy skills programand recognizes that in this

very chal |l engi ng environnment, we’ve got to be sure
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that all our citizens -- our citizens who are
unenpl oyed, underenpl oyed, the working poor, those
citizens who are here trying to get nore
opportunities -- they have access to conputer skills
traini ng.

So we are very pleased to announce El evate
Arerica. W hope that all the governors wll
participate in this and bring access -- |earning
access, certifications, and new training opportunities --
to your citizens for conputer skills. Thank you very
much for this recognition.

(Appl ause.)

GOVERNCOR RENDELL: | just want to say,
El evate Anerica is going to work with us. To find
out nore information about El evate Anerica, what
shoul d governors do, Panf

M5. PASSMAN. We're going to contact your
Ofice, but Don Burdick fromM crosoft, Fred
Hunphries, nyself, we'd like to hear fromyou. W're
al so going to cone to you. W want each of you

governors to be involved. Thank you so nuch.

(Appl ause.)
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GOVERNCR RENDELL: Qur |ast order of
business is our policy reports, and we'd have to
approve them

Before we do that, | want to just read
briefly a statenent we all adopted at the governors
only neeting because | think it should get into that
-- | know we're going to release it to the press,
but I think it should enter into the public domain.
This is a statenent voted on unaninously by all the
governors. It says as foll ows:

“CGovernors Confident in Nation's Future.
Qur states and our citizens are experiencing
unprecedented fiscal challenge. As |eaders of our
states, we face these difficult economc tines not as
Denocrats or Republicans, but as governors charged
with the public trust and wel | -bei ng.

“W're unified in our unwavering belief that
the United States econony is resilient and the true
strength of our nation renmains the ingenuity,
perseverance, and hard work of the Anerican peopl e.
W' ve been through tough economc tines in the past

and have always energed a stronger nation in a nore
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“Qur country's ability to persevere i s not
in question, and we know better days truly |ie ahead.
Wor ki ng toget her we can speed recovery, provide nore
opportunities and ensure a prosperous future.”

| think that's an inportant statenent at a
time when many Anericans are questioni ng whet her
there is hope, whether there is a bright future, and
we all want to believe that the answer to that
question is a resounding yes. Now our policies from
our various subcommttees.

Governor Gregoire wll present the
Econom ¢ Devel opnent and Commerce Conmittee and then
Gover nor Hei neman, the Education Early Chil dhood
Early Workforce Devel opnent. CGovernor Douglas w |l
present for Health and Human Services. Governor
Schwei tzer will present for natural resources.

Everybody go fromthere.

GQOVERNOR GREGO RE: M. Chai rman, yesterday

t he Econom c Devel opnent and Commerce Conmttee held
an executive session, during which tinme we tal ked

about surface transportation policy in the country in
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anticipation of congressional action to reauthorize
the federal surface transportation fundi ng nmechani sm
for our country, which will expire later this year.

W al so di scussed in open session recent
devel opments and conditions in the states wth regard
to residential foreclosures and mtigation efforts.
We recommended to the commttee the adoption by the
NGA nenbership of seven EDC policies -- six that are
existing, three of which are sinple anendnents in the
nature of a substitute, and one proposed new policy.
Those are listed in the blue packet that's before
each of us having to do with streanined sal es tax;
base realignnent and closure, the BRAC, housing
finance; surface transportation; community
devel opnent ; affordabl e housi ng and housi ng
assistance; rail transportation and international
trade and i nvestnent.

On behalf of the coonmttee, |I nove the
adoption of our policies.

GOVERNCR RENDELL: Is there a second?

GOVERNCOR SCHWVEI TZER:  Second.

GOVERNOR RENDELL: Al in favor say "aye."
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(Chorus of "ayes.")

GOVERNCR RENDELL: The notion is adopted.
Gover nor Hei neman.

GOVERNCOR HEI NEMAN: M. Chairman, the
Educational Early Chil dhood and Wrkforce Commttee
di scussed transform ng the workforce system and

upskilling American workers in our neeting. W heard

from Steve Wl ker, president and CEO of TPI Conposites,

an international manufacturing firmfor w nd energy
and transportation, and Panela Passman from M crosoft,
whom we | ust recogni zed.

She di scussed the I nnovate Anmerica
program The presentations and subsequent
di scussi ons focused on the rising unenploynent crisis
and the workers’ skill shortage. Qur speakers
of fered strategi es governors can enploy to upskil
wor kers by ensuring the continued conpetitiveness of
Ameri can businesses in the 21st century.

The conmm ttee adopted three new policies
and four anmended policies. Having not heard any
concerns on behalf of the ECWcommttee, | nove the

adoption of our policy recomendati ons en bl oc.
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GOVERNOR RENDELL:  Second.

(Motion seconded.)

GOVERNCOR RENDELL: Al those in favor say
"aye.”

(Chorus of "ayes.")

GOVERNCR RENDELL: The ayes have it.

CGover nor Dougl as, now presenting for the
Heal th and Human Services Conm ttee.

GOVERNOR DQUGLAS: M. Chairman, the
commttee had a very inportant, dynamc, and lively
di scussion on health care reform The speakers were
Congressman John Dingell, who served in the U S
House, along with M ke Leavitt, our forner colleague
fromUWah and i medi ate past secretary of Health and
Human Servi ces.

Very shortly, the chairman will launch a
Health care reformtask force on behal f of the
association. So it's a good framework for that
i nportant work that we'll be doing during the com ng
nont hs.

On policies, the commttee adopted --

recommended anmendnents to existing policies to them
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in the formof a substitute and refornmed three existing

policies in the green packet, and | nove that they be
approved en bl oc.

GOVERNOR RENDELL:  Second.

VA CES: Second.

GOVERNCOR RENDELL: Al those in favor say
"aye. "

(Chorus of "ayes.")

GOVERNCR RENDELL: The "ayes" have it.
Now, Governor Schweitzer, presenting the Natural
Resources Commi ttee.

GOVERNOR SCHVEI TZER:  The Nat ur al
Resources Conm ttee net yesterday, and we heard from
two excel l ent speakers, Pat Wod and Jessie Berst on
infrastructure, including the smart grid and

pi pelines. During our neeting, we approved five

amendnents and we affirned one policy. | now nove
that we approve themen bloc. If you want to read
them all it's in the yell ow sheet. W nove them en
bl oc.

GOVERNOR RENDELL: Is there a second.

VA CES: Second.
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GOVERNCOR RENDELL: Al those in favor say
"aye."

(Chorus of "ayes.")

GOVERNCR RENDELL: Now | astly, Governor
Dougl as, woul d you pl ease nove the Executive Commttee
Pol i ci es?

GOVERNOR DOUGAS:  |'m happy to do that M.
Chairman. Six policies that the Executive Commttee
approved -- and reconmmends one with respect to secure
state driver's licenses, that ID cards to nmake real ID
nmore flexible and acceptable to the states. (One in
response to federal -state partnerships to ensure that
the laws that are passed give states adequate
flexibility; Medicare drug benefit recommendati ons
dealing wwth new eligibles, with Medicaid and
Medicare eligibility; and reaffirmation of three
policies on settlenent funds, political status for
Guam and equal rights. | nove they all be approved
en bl oc.

GOVERNCR RENDELL:  Second.

VA CES: Second.

GOVERNCOR RENDELL: Al those in favor say
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"aye."

(Chorus of "ayes.")

GOVERNOR RENDELL: Wth that note, it is
ny pleasure to bring -- gosh I never had the chance
to do this -- it's ny pleasure to gather the 2009
Wnter Conference of the National CGovernors
Associ ation to a concl usi on.

(Appl ause.)

(Whereupon, at 2:35 p.m, the neeting was

adj our ned.)
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