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HURRICANE KATRINA’S EFFECT ON
GASOLINE SUPPLY AND PRICES

WEDNESDAY, SEPTEMBER 7, 2005

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The committee met, pursuant to notice, at 11:05 a.m., in room
2123, Rayburn House Office Building, Hon. Joe Barton (chairman)
presiding.

Members present: Representatives Barton, Hall, Upton, Stearns,
Gillmor, Deal, Whitfield, Norwood, Shimkus, Wilson, Shadegg,
Fossella, Radanovich, Bass, Pitts, Bono, Walden, Terry, Ferguson,
Rogers, Otter, Myrick, Sullivan, Murphy, Burgess, Blackburn, Din-
gell, Waxman, Markey, Pallone, Brown, Rush, Eshoo, Stupak,
Engel, Wynn, Green, Strickland, DeGette, Capps, Doyle, Allen,
Davis, Schakowsky, Solis, Gonzalez, Inslee, Baldwin, and Ross.

Staff present: Bud Albright, staff director; Andy Black, deputy
staff director/policy coordinator; Mark Menezes, chief counsel for
energy and the environment; Margaret Caravelli, majority counsel,
Maryam Sabbaghian, majority counsel; Tom Hassenboehler, major-
ity counsel; Kelly Cole, majority counsel; Peter Kielty, legislative
clerk; David Schooler, minority general counsel; Sue Sheridan, mi-
nority senior counsel; Michael Goo, minority counsel; Bruce Harris,
minority professional staff; and Reed Stuntz, minority staff direc-
tor.

Chairman BARTON. The committee will come to order. We are
going to have a very important hearing this morning and this after-
noon but also a very long hearing.

The Chair should not have to announce this, but the Chair is
going to announce it: There will be regular order.

All members that wish to will be allowed to give their opening
statements. Those members that wish to defer the opening state-
ments will be given extra time in the Q and A period.

At noon today, approximately, we are going to have a video pres-
entation by the Governor of Mississippi, Mr. Barbour.

We asked the Governor of Louisiana if she would also like to par-
ticipate by video conference. She is not able to do so, but she is
going to ask one of her assistants, who I believe is in the room, to
read her statement into the record.

So whenever Governor Barbour is able to teleconference with us,
we will suspend what we are doing at that moment for that to hap-
pen. Then we will give the Governor of Louisiana’s representative
an opportunity to read a statement into the record, and then we
will resume.
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I also want to make a point of personal privilege before begin-
ning our opening statements to announce that Baby Barton has not
yet joined us in the world. He is due any day now. And I know the
airline schedule back to Texas. I have it memorized. So if you see
me hopping out and running out of here, it means that I have re-
ceived a phone call that I need to get home. But we expect Baby
Barton to be here any time between today and next Friday.

Mr. HALL. Will the chairman yield?

Chairman BARTON. Briefly.

Mr. HALL. Did you ever know where the term “son of a gun”
came from?

Chairman BARTON. I hesitate to ask.

Mr. HALL. Sailors used to take their wives to sea with them. And
when they were enceintes and they could not deliver, they would
walk them past the big guns, shoot the big guns off. That is a son
of a gun.

Chairman BARTON. Okay. That is one theory.

Now we are going to resume regular order, and the Chair recog-
nizes himself for an opening statement.

I want to begin by expressing the deep sorrow that everybody on
this committee, on both sides of the aisle, has for the families and
friends who have lost loved ones and who are experiencing, as we
speak, the tragedy and loss as a result of Hurricane Katrina.

This is one of the worst natural catastrophes to ever hit our
country, and I would remind us that we are the United States of
America, so our hearts reach out to those citizens in Louisiana,
Alabama, and Mississippi. Our thoughts and prayers go out to
them.

Many of the constituents hurt by Katrina are represented di-
rectly on this committee. Vice-Chairman Chip Pickering of Mis-
sissippi has had the benefits of representing his constituents in
Mississippi for a number of years.

Our former chairman, Billy Tauzin of Louisiana, represented his
constituents on this committee for years and years.

This storm is not a burden on any one State, it is a burden for
the entire Nation, and we will deal with it as a united Nation.

Some States have come forward already to give aid and comfort.
To name a few: Texas, Arizona, Alabama, Tennessee, Arkansas,
Georgia, Florida, Kansas, Utah, and Ohio have all opened their
doors to Katrina refugees; we thank them for that.

In my congressional district in Texas, I know of at least 2,000
refugees in shelters as of the day before yesterday. The Energy and
Commerce Committee is going to do the very best it can to help
and alleviate pain and suffering and hopefully prevent future
events of this type from having the kind of impact that it has had.

This hearing is the first of several hearings that we hope to hold
on the impact that Katrina has had on our energy policy, our
health care policy, and our telecommunications policy.

Unlike hurricanes of the recent past, Katrina has been destruc-
tive and disruptive. The disruptions have had an impact on energy,
telecommunications, health, interstate commerce, and all sectors of
our Nation’s economy. These are all areas that are within the pur-
view of the Energy and Commerce Committee.
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This is not a hearing today to engage in a blame game, or to pose
recriminations against anybody at any level. This is a hearing to
begin to understand the effect Katrina has had on our committee’s
area of responsibility. There will be numerous opportunities to de-
termine where the blame should be placed. I hope that we can
spend time learning from our mistakes and taking positive actions,
if possible, to correct those mistakes.

I want to thank the witnesses that are here today for their time
and their preparation to appear before the committee. Many of you
are here to discuss energy security. As we confront the human
tragedy from Katrina, the consequences force us to think more ex-
pansively about energy security and to focus harder on matters
that the recently passed energy bill have already emphasized.

If there is a silver lining, and I am not saying there is, but if
there is, it may be that our country is beginning to realize how
fragile our energy sector is and how easy it is to disrupt it. It is
my opinion that we have an energy infrastructure based on a
1970’s population and a 1970’s demand, and obviously we are in
the 21st century and we have not kept pace.

The U.S. oil infrastructure is operating at maximum capacity. It
has done so for the past 2 to 3 years. It was stressed before
Katrina. We have just signed the most comprehensive energy bill
I think that the Congress has ever passed. We did that on a bipar-
tisan basis. A majority of the Democrats on this committee voted
for that bill, and I wish to thank them. I wish to thank the ranking
member, Mr. Dingell, for his support in that effort. So this com-
mittee should not have to have a wake-up call, but Hurricane
Katrina is definitely a reminder that there is more to be done. It
is always easier to say after the fact what we should have done be-
fore the fact.

Katrina reminds us of the need to protect and expand resources
and infrastructure not just in the Gulf-producing States but in all
areas of our Nation. I am pleased that our recently passed energy
bill did include a $500 million provision directed at coastal restora-
tion. So we have already made a start in helping that region.

My time has expired, so I am going to put the rest of my state-
ment in the record.

[The prepared statement of Hon. Joe Barton follows:]

PREPARED STATEMENT OF HON. JOE BARTON, CHAIRMAN, COMMITTEE ON ENERGY
AND COMMERCE

I want to begin by expressing my deep sorrow to the families and friends who are
experiencing such unimaginable loss from Hurricane Katrina. I honestly can’t imag-
ine the terrible feeling of loss and displacement that so many fellow Americans are
being forced to face right now. People have lost their loved ones, their friends, their
homes and their livelihoods. My thoughts and prayers and the thoughts and prayers
of America go out to the many.

Many of the constituents hurt by Katrina’s wrath are represented directly on this
Committee by Vice Chairman Pickering, and the Committee for years has had the
benefit of representation from Louisiana, including its former Chairman, Chairman
Tauzin. But this storm is not the burden of any one state, it has damaged a nation
and if the nation is going to survive, we must turn to one another for support. To
name a few, the States of Texas, Arizona, Alabama, Tennessee, Arkansas, Georgia,
Florida, Kansas, Utah and Ohio have all opened their doors to Katrina refugees and
we thank them for that.

The Committee too will do its part to help. This hearing will be the first of several
hearings that the Committee plans to hold on the impact that Katrina had on en-
ergy, health and telecommunications. Unlike hurricanes of the recent past, Katrina
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has been both destructive and disruptive. The disruptions have had an impact on
the energy, telecommunications, health and commerce sectors of the nation’s econ-
omy—all areas within the purview of this Committee’s broad jurisdiction. Let me
say at the very beginning today that this is not a hearing to engage in a blame
game or to pose recriminations against one another. This is a hearing to begin to
understand the effect Katrina had on our committee’s areas of responsibility. There
will be plenty of time to determine where blame should be placed. I hope we spend
more time learning from our mistakes, and taking positive action to correct our mis-
takes, than we do in finger pointing. The American people deserve no less.

I want to thank our witnesses for their time and preparation to appear before the
Committee today. Many of you are here today to discuss energy security. As we con-
front the human tragedy from Katrina, the consequences force us to think more ex-
pansively about energy security, and to focus harder on matters that the recently
passed Energy Bill already emphasized.

If there is a silver lining in this tragic situation, it is that it may finally bring
home to the American people how fragile our energy sector is and our energy infra-
structure is.

The U.S. oil infrastructure is operating at maximum capacity and has done so for
the past 2-3 years. It’s stressed. We just signed the most comprehensive energy bill
in the last 15 years. There are lots of things in that bill to help and we’re fortunate
to have it. This hurricane is a wake up call that we need to do things across-the-
board on infrastructure and to also expand the base.

It’s always easier to say after the fact what should have been done before the fact.
Katrina reminds us of the need to protect and expand resources and infrastructure
in the Gulf producing states to encourage continued operations. For example, the
recently passed Energy Bill included a $500 million provision directed at Coastal
Restoration, but we should and will need to do more.

Katrina also reminds of how centralized our nation’s energy infrastructure is and
the need to encourage investment and diversification. For a sense of the numbers,
29% of our oil production and 20% of the natural gas is in the Gulf of Mexico. It
doesn’t have to be that way. We could be drilling in Alaska right now; we could be
drilling off the coasts of several other states. It would make a difference today if
we were not as restrictive as we’ve been the last 20 years in where we drill. We
can’t just get our oil and gas from Texas, Louisiana, Mississippi and the Gulf of
Mexico. We need to diversify our domestic oil resources.

We have not built a new refinery in the U.S.A. in over 30 years and Katrina has
shown us that our refinery capacity is inadequate. Last week Katrina forced a shut-
down of approximately 25% of our refining capacity. Relief efforts have brought
much of this capacity back on line, but my understanding from recent Department
of Energy reports is that 10% of our gasoline refining capacity will nevertheless be
out of commission for some time. To encourage new refineries the Energy Bill has
a provision that allows a governor of a state to petition the Environmental Protec-
tion Agency for technical and financial assistance in the refinery permitting process.

We need to encourage states outside of the Gulf to take advantage of Energy Bill
provisions like this.

Also today I expect to hear more about gasoline pricing. I think a good case can
be made today that some retailers may have taken advantage of the Katrina emer-
gency. If that’s true, that is something that needs to be investigated and, in all prob-
ability, prosecuted. Among other issues, we're going to investigate the price increase
at retail today. I believe in a market economy and there is no need for price controls
and price freezes at any level, but I think there may be a need at the retail level
to make sure we have adequate enforcement tools to prevent pure price gouging

Also today we welcome witnesses that will help us begin developing an under-
standing of Hurricane Katrina’s effect on the communications systems in the region
and begin understanding the road to rebuilding critical infrastructure that has been
damaged or lost.

Again, this hearing will be the first of several hearings that the Committee plans
to hold on Katrina. We will have further hearings in other areas of Committee juris-
diction. I thank you all for your time in appearing today and look forward to hearing
what you have to say. And without objection, the Committee will proceed pursuant
to Committee Rule 4(e), allowing Members the opportunity to defer opening state-
ments for extra questioning time.

Chairman BARTON. As I said at the beginning, we are proceeding
pursuant to Committee Rule 4(e), which will allow members that
wish to defer opening statements additional time on their question-
and-answer period.
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I would now like to recognize the distinguished ranking member
of the committee, Mr. Dingell of Michigan.

Mr. RusH. Mr. Chairman, I have a unanimous consent request.

Chairman BARTON. If it is in order. I am going to assume it is.
What is the gentleman’s unanimous consent request?

Mr. RusH. Mr. Chairman, I would just ask for unanimous con-
sent that all members of this committee please join with the Presi-
dent in refraining from calling American citizens who are dis-
tressed refugees. They are not refugees. They are American citi-
zens. They pay taxes. They have been involved in helping to build
this country, and they are not refugees, and I think it is a dis-
service to them.

Chairman BARTON. I am not sure that is a unanimous consent.
The Chair would encourage members to use the appropriate termi-
nology.

Mr. RusH. I just ask, Mr. Chairman, if they would just join the
President and others in refraining from using the word refugee.

Chairman BARTON. I support the gentleman of Illinois’ intention.

Mr. RusH. Thank you.

Chairman BARTON. I am going to recognize the distinguished
raﬁking member from Michigan for an opening statement. Mr. Din-
gell.

Mr. DINGELL. Mr. Chairman, thank you; and I commend you for
holding this hearing. It is very important that it should be held at
this time. The committee has many matters of interest here related
to the events that have followed Katrina; and under your leader-
ship, as under your leadership on the recent energy bill, I am satis-
fied that we will address them well.

The hearing today takes place while vital rescue relief efforts are
still under way in New Orleans and our Gulf State communities
devastated by Hurricane Katrina. As we continue to consider how
this Nation will recover, we must also be mindful of the scale and
severity of the destruction in the Gulf and the challenge of caring
for those whose homes have been destroyed and whose lives will
not soon return to anything resembling normal.

Our first efforts must be to take care of those who are suffering,
their families, and the families of those who have been killed or se-
riously injured in these events. In the coming months, the effects
of this disaster will continue to ripple through the economy. Sev-
eral critical sectors are affected by Katrina: health, energy and
telecommunications. All of these fall within this committee’s re-
sponsibilities; and, again, Mr. Chairman, I commend you for hold-
ir;lg t(}ilis hearing to help our members focus on the work that lies
ahead.

We know that the Federal response to Hurricane Katrina, par-
ticularly that of the Federal Emergency Management Agency,
FEMA, has been just plainly disgraceful. But we must now focus
our attention on the tasks ahead. As a preliminary but very impor-
tant matter, I have introduced legislation to restore FEMA to an
independent agency with Cabinet-level status reporting directly to
the President.

With respect to gasoline, which was part of the original focus of
this hearing, it is important that the committee provide strong
oversight to ensure that consumers are not subject to price gouging
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for gasoline and other energy supplies and that recovering energy
markets are not manipulated.

While local gas stations are usually the easiest target, we
learned in the 1970’s—and again this is a little bit like deja vu—
that the major violators were elsewhere. They were the oil price
controls that were in effect then, and they were also the persons
who were compelled to disgorge billions of dollars in overcharges.
Those were people who—largely who were traders in the industry,
and people at the different major oil companies and in major insti-
tutions inside that industry. Any examination of price gouging
must begin with a review of practices by persons like this.

Already, a number of States have acted to stem gasoline price in-
creases, from suspension of State gas taxes to invoking State emer-
gency authorities limiting price increases; and it appears that the
announcements of release from the Strategic Petroleum Reserve,
the “SPR,” and from the International Energy Agency Stockpile
will temper escalating prices to some degree.

But we cannot focus solely on gasoline. Natural gas and heating
oil prices could very well pose an even greater challenge for our
constituents as winter approaches. I applaud Saturday’s release of
$27.25 million in LIHEAP funds to the affected States, but we
should recognize that we will need a significant increase in
LIHEAP funding in the coming months.

While the Nation’s energy needs are critically important, we can-
not forget the real human need that exists in the Gulf States right
now.

First, how has our public health infrastructure met the chal-
lenge? I hope that we can have hearings focusing on this vital
question.

Second, what do we do to provide for ongoing care of those who
were suffering in this area, for the industries and for the institu-
tions and for the States in the area and for hundreds of thousands
of displaced families? I note Medicaid is going to be a lifeline in the
coming months.

Earlier this year, Democrats strongly opposed the budget plan
that included $106 billion in new tax cuts benefiting mostly
wealthy people while requiring our committee to cut a likely $10
billion in Medicaid. That budget must be scraped and instead im-
mediately replaced with a package of assistance to assure that the
health care needs of families and children do not go unmet.

Hurricane Katrina has created an environmental catastrophe for
the Gulf region that will require significant Federal assistance.
This committee should monitor the environmental issues that are
arising, from Clean Air Act waivers to the rebuilding of the safe
water drinking water infrastructure, and we must pay careful at-
tention to the environmental consequences as we consider best how
to make the needed improvements in our refining capacity.

Finally, the committee must also look closely at how the commu-
nications and media sectors responded to Katrina and what steps
should be taken to better prepare for and to warn people about and
how to respond to emergencies. Functioning communications net-
works are critical for first responders to do their jobs efficiently and
safely as possible and for victims to call for help or communicate
with loved ones.
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I look forward to hearing from today’s witnesses about the re-
sponse of the Federal Government and industry to the current dis-
ruptions in these and all of the other vital sectors which are af-
fected and their plans for the coming months as we try to help the
Gulf region and its people to recover.

I thank you, Mr. Chairman.

Chairman BARTON. I thank the gentleman for the opening state-
ment.

We want to recognize the distinguished chairman of the Energy
and Air Quality Subcommittee, Mr. Hall, for an opening statement.

Mr. HALL. I thank you, Mr. Chairman, for holding this hearing.

Just as a foreigner attacked New York on 9/11 and devastated
a great city and a great State, another foreigner called Katrina hit
New Orleans, Louisiana, and sister cities in various States. I think
we have a lot of work to do to meet the challenges that are posed
by the devastation that Katrina inflicted on thousands of families
and communities along the Gulf; and we look for answers, not ac-
cusations. I think we must also address the disruption to our Na-
tion’s infrastructure in the wake of Katrina, particularly the impact
on our energy supply and delivery system.

Gasoline prices were already too high in August as a result of in-
creased worldwide demand and limited spare capacity. The disrup-
tion of our energy infrastructure from Katrina compounded the pro-
gram. Actually, Americans are alarmed at the raising cost of gaso-
line and the projected higher cost of natural gas, and they are look-
ing to Congress to address their concerns. The Energy Policy Act
of 2005 is certainly a step in the right direction, and Katrina lends
3 seélse of urgency to provisions in that Act that need to be expe-

ited.

A diversification of energy supplies is an important component.
Diversification could help ensure energy security and thereby na-
tional security from disruption due to natural disasters or terrorist
acts.

Too much of our national gas supply comes from one region, the
Gulf of Mexico. By ultra deep provisions—the amendment that we
passed, we passed it two sessions ago, it got by, the conference
committee had accepted it, we passed it this time—drilling deeper
in the Gulf is going to make drilling operations less susceptible to
hurricane damage, for one thing.

Another thrust for diversification would be to streamline the per-
mit process for new refineries in each of the 50 States as outlined
in Section 392 of the Energy Act, and Governors have been alerted
and are alerted and are looking at that at this time because that
will allow them to seek at least a refinery per State with a lot of
encouragement from the Act itself.

Drilling off the other coast is another option that would us far
less susceptible to disruption.

So these and other policies will help us achieve energy security
in the long term, but we also need to consider what actions will
give us immediate relief. Our citizens are paying the price for our
dependance on foreign sources for too many years, and we need to
stop that. The margins are just too thin in our energy market to
absorb the fluctuation in supplies and prices due to catastrophic oc-
currences such as Hurricane Katrina.
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The hearing gives us opportunity to hear from experts in the
Government and industry about the magnitude of the problems we
face and suggestions for corrective action.

Mr. Chairman, thank you again for scheduling this hearing; and
I thank the panelists for giving us their time, their time for prepa-
ration, their time for attending.

I thank you very much. I yield back my time.

Chairman BARTON. We thank the gentleman.

The Chair recognizes the gentleman from California, Mr. Wax-
man, for an opening statement.

Mr. WAxMAN. Thank you, Mr. Chairman.

The Federal response to Hurricane Katrina has been woefully in-
adequate. Hurricane Katrina was an unstoppable force of nature,
but it is plain that the Federal Government could have done much
more far sooner to respond to the immediate survival needs of the
residents of Louisiana and Mississippi.

Congress has a responsibility to understand what went wrong
and why, and unless Congress conducts thorough oversight inves-
tigations to examine the preparation for and response to Hurricane
Katrina, few lessons will be learned and the Nation will remain
vulnerable to future natural disasters.

The administration has told us that they were prepared for this
kind of disaster. Two years ago, FEMA Director Michael Brown
testified before Congress that FEMA would be able to respond to
disasters within 12 hours. Well, FEMA failed miserably. Relief and
supplies took days, not hours, to arrive; and the toll on those af-
fected was terrible.

Today’s hearing focuses on the energy implications of Katrina,
but the pattern is the same. The administration policies that we
were told would protect Americans from skyrocketing fuel prices
and price gouging have failed. The administration’s energy policy
is based on a trickle-down theory: If we give the big energy compa-
nies enough subsidies, tax cuts, and regulatory relief, then they
will keep gasoline prices low. This policy is great for the oil compa-
nies, but it simply does not work. For the past few years, long be-
fore Katrina, gasoline prices have been on a steady march up-
wards; and the oil company profits tripled between 2002 and 2004
to $87 billion.

Since last month, gasoline prices have shot up another 30 per-
cent. Oil companies appear to have taken advantage of this crisis
to earn even higher profits, and now some Republicans are saying
that the answer is to give the industry even more subsidies and
breaks.

Our energy policy is fundamentally broken. As the hurricane
proved, we are exactly on the wrong track. To keep gas prices down
and to protect our energy security, we need conservation, increased
fuel efficiency, new technologies and not another round of industry
handouts.

Hurricane Katrina showed the bankruptcy of our policies. It is
not enough to look after the interests of the special interests. We
need to be focused on providing good government and life-saving
services to all Americans.

Thank you, Mr. Chairman.

Chairman BARTON. We thank the gentleman.
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The gentleman from Michigan, Mr. Upton.

Mr. UpTON. I am going to take the extra time and defer.

Chairman BARTON. The gentleman defers.

The gentleman from Florida, Mr. Stearns.

Mr. STEARNS. Thank you, Mr. Chairman; and I want to thank
you for holding this hearing.

As chairman of Commerce, Consumer Protection and Trade, I
have jurisdiction over the Federal Trade Commission; and I want
to welcome their counsel this morning for coming here.

Maybe in the near future we can also have a hearing out of my
subcommittee where we talk about the study that you did recently.
I hope that Cecil will mention a little bit about the study, and I
compliment the Federal Trade Commission, because that study was
done well before Katrina.

I have to tell my colleagues that the Federal Trade Commission
looks at the price of gasoline in a continuous operation mode with
a modeling, a simulator; and I think a lot of Americans do not real-
ize that they have this jurisdiction in which they can stop price
gouging and can stop collusion between oil companies. Some of the
actions that they have done, the American people should realize,
have been beneficial in stopping some of this monopoly practices.
So I went to commend them this morning.

But I think Katrina, the hurricane, has highlighted a very seri-
ous problem that we have in this Nation with crude oil and gaso-
line supply and demand that is out of balance. Before Katrina, this
balance was already very tight and prices were already at record
highs. Thus, by removing nearly a third of the United States’ crude
oil production and 10 percent of the Nation’s refining capacity at
a time of very high demand, we caused gas prices to spike even fur-
ther. This confluence of events is precisely the situation the United
States faced during the Labor Day holiday.

The future is not bleak, though. We have new technologies that
are being developed in this country. As Chairman Barton has men-
tioned, we tried to give incentives, we tried to give alternative ways
for Americans to view the problem.

For example, in Alberta, Canada, for example, a method of pro-
ducing oil out of deposits of Bitzium buried in the ground—this is
called oil shale—oil sands—is now finally becoming very profitable
and a viable alternative for crude oil production. So I think the
United States should realize right there, close by in Canada, with
oil sands we have a possibility of a viable alternative for crude oil.
Alberta’s oil sands deposits are second only to Saudi Arabia’s re-
serves, and estimates have shown it could satisfy the world’s de-
mand for petroleum for the next hundred years. So there is some
light at the end of the tunnel.

In closing, Mr. Chairman, even under the best circumstances, a
storm like Hurricane Katrina would have had a noticeable impact
on gas prices no matter what we did. However, at a time of ex-
tremely high demand and tight supplies practically shutting down
the United States largest oil refining region, obviously gas prices
are going to spike even higher.

So I look forward to our witnesses today, and again I commend
the Federal Trade Commission for the study that they did much
before the hurricane.
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Thank you, Mr. Chairman.

Chairman BARTON. We thank the gentleman.

The gentleman from New Jersey.

Mr. PALLONE. Thank you, Mr. Chairman.

Mr. Chairman, I have to say that I am kind of torn today. Be-
cause, on the one hand, I admire the fact that this committee,
under your chairmanship, is holding this hearing today and is try-
ing to take quick action to address the crisis from Hurricane
Katrina. On the other hand, I feel that the Bush administration
has been totally incompetent in handling this situation and the
emergency response in particular; and I do—I, amongst others,
have called for the FEMA director to resign, because I think that
he has acted in a totally unconscionable way.

I also agree with Mr. Dingell’s comments about how we need to
change FEMA because of it. But, in addition to that, I must say
that my constituents are outraged and actually shameful about the
way our government reacted in terms of the emergency response
but also feel that the oil companies are taking advantage of the sit-
uation to gouge and to increase prices in a way that is also uncon-
scionable.

So I appreciate the fact that you are having the hearing today.
I think it shows leadership on your part. But as far as the Bush
administration, they have acted in a shameful way, and my con-
stituents are absolutely outraged by what this administration has
done in response to the hurricane and by what they think the oil
companies are doing to gouge prices.

Now, in our committee, of course, we deal with the energy issues;
and I think that the devastation in the Gulf region and the spike
in prices is a wake-up call for our Nation, which is accustomed to
cheap oil, and raises several important questions.

First, why were gas prices rising even before the hurricane while
oil companies were seeing record profits? Second, how can a coun-
try that consumes 25 percent of the world’s oil but produces only
3 percent continue to use as much oil as we do without being left
vulnerable to severe price volatility? And, third, how much price
gouging occurred in the wake of the hurricane? Do we need to con-
sider implementing Federal anti-gouging authority?

I introduced a bill on Friday which tries to deal with some of
these things because of the gouging and because of the high prices.
The bill would specifically limit the profits of big oil companies that
sell on the wholesale market to their average over the past 5 years
so profits do not continue to skyrocket as consumers struggle in the
wake of the hurricane. The bill would also reduce gas price vola-
tility by limiting companies that sell on the wholesale gasoline
market to only one price increase per day. It also directs the FTC
to investigate whether there has been gas price gouging in the
wake of the hurricane. But, most important, the bill requires the
President to find ways to reduce our national oil consumption.

The truth of the matter is that, over the long term, the only way
we will be able to keep gas prices down will be to reduce our con-
sumption of oil. That means increased fuel efficiency of our cars
and trucks. It does not mean the administration’s recently an-
nounced new rules concerning light truck fuel efficiency, which will
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do little to solve the problem. Indeed, it may encourage manufac-
tures to make existing models even bigger.

Again, I want to thank you, Mr. Chairman, for having this hear-
ing, but your response is so different from that of the Bush admin-
istration.

Chairman BARTON. Does Mr. Deal wish to make an opening
statement?

Mr. DEAL. I would reserve my time for questions, Mr. Chairman.

Chairman BARTON. Does Mr. Whitfield wish to make an opening
statement?

Mr. WHITFIELD. I do, Mr. Chairman.

Chairman BARTON. The gentleman from Kentucky is recognized
for 3 minutes.

Mr. WHITFIELD. Thank you, Mr. Chairman.

Today’s hearing is vitally important. Despite the widespread de-
struction and personal tragedy inflicted by Katrina, it does raise an
issue of utmost importance not only for our country but I think for
the world, and that relates to this whole question of energy.

Gasoline prices are skyrocketing. There is no question about it.
There are examples of price gouging. We know that. But I think
that Katrina has demonstrated that we have a more systemic prob-
lem relating to energy.

First, worldwide consumption of oil is presently at a staggering
83 million barrels a day; and worldwide production is around 84 to
85 million barrels a day. Worldwide demand has been increasing
at a faster rate than at any time in history. As a matter of fact,
in China alone last year demand increased by 16 percent.

A new refinery has not been built in the United States since
1976, but half of the refineries in the U.S. since that time have
been closed. In the U.S. alone, consumers are using right around
21 million barrels of oil a day.

We use six times as much fuel per day as people in Europe. Their
gasoline taxes are much higher in Europe than they are in the
U.S., so we have become accustomed to low prices compared to the
rest of the world, and all of a sudden we find ourselves in a situa-
tion that we do not particularly like.

I might also add that contributing to the situation today we have
speculators in oil futures more than at any other time. That is put-
ting a burden on higher prices.

We see other countries nationalizing oil reserves more than at
any other time in our Nation’s history. Reserves available to U.S.
companies are not being produced the way and located the way
that they have in the past. We are, for the first time in a long time,
being forced to use reserves from our Strategic Petroleum Reserve.
Even the European reserve is going to be providing the U.S. 2 mil-
lion barrels a day for the next 30 days.

So we have some significant issues affecting this country in the
area of energy. It is going to require us as a Nation to reexamine
the way that we need to go. I think the energy bill that we passed
is going to help answer some of those questions.

But I want to commend the chairman for having this hearing
and allowing us to focus on an issue of utmost importance not only
for us but for the world. I think that is the only bright spot that
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I have seen from Katrina, is it is going to require us to focus on
this issue.

Chairman BARTON. We thank the gentleman.

Does the gentleman from Ohio wish to make an opening state-
ment?

Mr. BROWN. Yes, I do.

Chairman BARTON. The gentleman is recognized.

Mr. BROWN. Thank you, Mr. Chairman.

As I wrote to you yesterday, I believe the committee staff should
be begin a jurisdiction-wide review to identify policy areas where
our committee can act; and particularly it is important to examine
the public health consequences of this disaster, again with an eye
toward identifying unmet needs. I hope these questions will be the
subject of another hearing in the near future, especially Medicaid,
hospital funding, long-term health consequences to those victims of
the hurricane, and especially in New Orleans.

This hearing was originally focused on gas price consequences of
the disaster. I want to talk for a moment about that.

One of our witnesses today, Dr. Mark Cooper of the Consumer
Federation of America,reminds us that Congress has missed oppor-
tunities to provide a cushion to protect consumers when supply dis-
ruptions cause price spikes. His testimony attaches a 2001 report
calling for a regional reserve of gasoline similar in concept to the
Strategic Petroleum Reserve. Twice in our committee, once on the
House floor, we failed to take that commonsense step.

It is also indefensible that, as gas prices break record after
record after record, that we continue to pump oil into the ground
without regard to price. Before 2002, the Energy Department took
price into account before deciding whether to take oil off the mar-
ket, but, since then, price has literally been no object.

Congresswoman Baldwin and I offered an amendment during
this year’s energy bill debate to correct that. Our amendment
would have required the Department to consider price before mak-
ing SPR acquisitions. It would have allowed the agency to weigh
the further energy security merits of acquiring oil at times of high
price against the cost to consumers. That proposal was also re-
jected by this committee.

This committee and this Congress have not taken the lead from
States that have already acted to protect their consumers. My
State of Ohio and other States have enacted quote, unquote, uncon-
scionable sales practices laws that have been used to enforce gaso-
line price gouging. But many States have no such protections; and
even for those States like mine that do, the absence of a Federal
standard contributes to a confusing and chaotic environment that,
frankly, provides ample cover for those who would take advantage
of national tragedy to abuse consumers and pad their profit mar-
gins.

Our first priority should be to find unmet needs and act to meet
them, but we also must look at the lessons learned from this trag-
edy. As we do so, we ought to begin by looking at the opportunities
that we ourselves have missed.

Thank you again, Mr. Chairman, for scheduling today’s hearing.

Chairman BARTON. I thank the gentleman.
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Dog)s the gentleman from Georgia wish to make an opening state-
ment?

Mr. NORwWOOD. I do, Mr. Chairman.

Thank you, Mr. Chairman, for having this hearing; and I do
want to thank all of our witnesses for their time and their willing-
ness to help analyze this dire situation. We know that all of you
are working overtime and your staffs have been working overtime
and probably will have to continue to do so for days and weeks to
come.

I would like to join all of my colleagues in expressing my deepest
and most heartfelt sorrow for those struggling along the gulf coast.
The devastation and the scope of the tragedy there is beyond any-
thing we have recently or ever seen in this country. Our thoughts
and our prayers have been with our fellow Americans. Our assist-
ance in just about anything that Congress can do is coming and
will continue. Hopefully, this panel can help us identify exactly
how to provide that assistance and the best way to deliver it.

At some point in time, I hope that we have an opportunity to ex-
amine how to better deal with situations like this regarding energy
and telecommunications, if and when there is another time.

First, the short term. What is needed now and in the near future
to help deal with this tragedy, is dealing with the human suffering.
Of course, all of us recognize that dealing with the human side of
this will take longer than a few days. Lives, not just homes, need
to be rebuilt in so many cases.

The effects of this tragedy also reach beyond the Gulf. As many
of you know, the original scope of this hearing was high gas prices,
but, smartly, the chairman changed it and expanded it to be much
more than that.

I am very interested in this important issue because so much of
our Nation’s infrastructure, energy infrastructure, is in the Gulf.

Second, long term. We have had the reports of what went wrong
already. But I think many want to know what we can do to prevent
those same problems in the future. By the very nature of a disaster
like this, unexpected things happen. We need to expect the unex-
pected and be prepared with a comprehensive plan B, C and even
D. A future tragedy maybe averted or at least our response im-
proved by learning lessons. I value your insight, gentlemen, on this
point.

Thank you, Mr. Chairman. I yield back.

Chairman BARTON. Does Mr. Rush wish to make an opening
statement?

Mr. RusH. I would, Mr. Chairman.

Thank you, Mr. Chairman. I also want to join with my colleagues
in thanking you for holding this on-time hearing.

Mr. Chairman, when I think of the devastating effects of Hurri-
cane Katrina, I cannot help but wonder at the value of some
human life in this country, along with the rest of the world, out-
raged by the slow response to take action and provide aid to the
thousands of individuals who were left to die and fend for them-
1s:lelves in the aftermath of the worst national disaster in American

istory.

Those who did not die were subject to the most dehumanizing
conditions imaginable. The demoralizing squalor in the Superdome
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and other relief centers in New Orleans has been compared to the
conditions in the hulls of slave ships, and this is not an exaggera-
tion. This is an example of how government failed, a complete
breakdown when responding to the needs of those who needed help
in critical times. In times of national crisis, the cries from Lou-
isiana, Mississippi, and Alabama went unheard.

Mr. Chairman, I am concerned about price gouging at America’s
pumps, but at the same time I am more concerned about the price
of human suffering being paid by the most vulnerable segment of
our society. I fully realize this committee does not have jurisdiction
over FEMA or the National Guard, but this committee has jurisdic-
tion over multiple areas of immediate and emergency concerns in-
cluding water, the purification of drinking water, the abatement of
dreaded diseases, including e-coli, Hepatitis A, cholera, salmonella,
West Nile and other mosquito and other waterborne diseases.

Clearly, the public health concerns of this Nation and particu-
larly the devastated Gulf region are of paramount importance. That
said, I want the record to reflect that we will be quite intentional
regarding conducting hearings to determine what is the appro-
priate Federal response to this acute and critical crisis.

Additionally, Mr. Chairman, I join with the ranking member, Mr.
Dingell, and I share the opinion that we as an authorizing com-
mittee of jurisdiction has the authority to increase our commitment
to the LIHEAP program.

Mr. Chairman, with that, I yield back the balance of my time.

Chairman BARTON. The gentleman yields back.

Does Mr. Shimkus wish to make an opening statement?

Mr. SHIMKUS. Yes, sir, thank you. Just a couple comments.

I want to thank the panelists for being here.

When we passed the energy bill, we set out on a process so that
we could have a diversified energy portfolio; and I think the Chair-
man was correct in that, in saying that what this tragedy high-
lights is how fragile our infrastructure has been for many, many
years. Obviously, we hope that with a new look at energy we can
start reclaiming some independence and diversifying our portfolio.

That is not just electricity generation but also in the fuel arena.
I, like everybody else, travel around our districts numerous times,
and there are parts of our policies on the energy issues that there
is some optimism out there.

I drive a Ford Explorer flexible-fuel vehicle. It runs on 85 perma-
nent ethanol. Years ago, I had a flexible-fuel Ford Taurus. Two
years ago, I could not fill up this Taurus at a single retail location
in my district. Now I can fill it up all throughout my district, prob-
ably 30 retail sites. In fact, I have a picture of one.

Now the prices are still pretty scary: unleaded, $3.69; E85, $3.09.
That is a 60 cent price deferential for a vehicle that runs on 85 per-
manent ethanol. Now this is an example of public policy moving in
the right direction.

I also have another article from a stop in Nashville, Illinois, at
a—this is a State and Federal addressing of our reliance on im-
ported crude oil; and the State has also pushed and helped the roll-
out of biodiesel. Now most of—a lot of the fleets in Illinois are mov-
ing to 11 percent bio, soy diesel, or another formulation; and this
article says trucking firm embraces biodiesel. So this—over the
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long haul a truck company of 150 tractor trailers runs his oper-
ations across the Nation with 11 percent. Now you might say 11
percent is not much. Well, just add that 11 percent back into the
petroleum-based diesel fuel and see what happens to prices.

So we have great challenges to deal with. The energy bill talks
about a hydrogen economy and moving to hydrogen fuels. So we
need to diversify our energy fuel.

The infrastructure is weak. The hurricane showed that. Let’s go
about the job of diversifying our fuel portfolio.

Thank you, Mr. Chairman. I yield back.

Chairman BARTON. The gentleman yields back.

The gentlewoman from California.

Ms. EsHOO. Thank you, Mr. Chairman, for your leadership in
calling this hearing. It is an important one and I think underscores
the very broad and powerful jurisdictions of the House Energy and
Commerce Committee. We are the oldest committee in the Con-
gress, and we are one of the most powerful. Today and I think in
subsequent hearings and the action that this committee can take
are going to flow from the power that this committee has.

I want to express my sympathy and the sympathy of my con-
stituents very directly to members of this committee whose con-
gressional districts have been hardest hit.

Now, having said that, Mr. Chairman, there are two things that
I want to highlight today.

First of all, is there a commitment of the participants, the lead-
ers of the energy industry, most specifically the oil industry, to go
on record that they will not tolerate price gouging? The answer has
to come from them. If we try to do this and address it legislatively
through the various agencies of the Federal Government, we are
going to get hung up on the ropes. I would like to hear very directly
from the leadership of the oil industry in our country that they will
not engage or tolerate price gouging. It is the simplest, most elo-
quent way for this to be handled. So, No. 1, I think we need to
have an answer from them.

No. 2, Mr. Chairman, I think the next answer needs to come
from the leadership here, certainly yourself and the leadership in
the House, that the cuts to Medicaid will be suspended.

Front and center, we heard from more than one Secretary last
night as they came to the floor of the House to address the Con-
gress of what the safety net is in this country, how it will be used
and put out there effectively for tens of thousands of our follow citi-
zens, that they need this program, wherever they are, whether they
have been moved to different cities in Texas, your home State, to
California, to the District of Columbia, to other places in our Na-
tion.

This is not the time, this is not the time to be moving forward
with the cuts that the committee took up and that the Congress is
considering. This is wrong, it is hurtful, and it is not the message
to send to the victims. So when we speak about compassion, when
we speak about being effective, when we speak about standing next
to our colleagues whose districts have been wiped out, whose con-
stituents are seen floating in contaminated waters, this committee
has to respond and respond effectively.
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So those are the two things that I would highlight today. We
have our work cut out for us.

Now when the words “blame game” are used, I really resent that;
and I think that we all should. This is not a game. This is not a
game. People are dying, have died, people have been displaced,
taken away from their communities. We have long-term and short-
term work to do.

One of the great hallmarks of our Nation is that the American
Congress, that the Congress of the United States of America, has
been able to take up both a critical role of being critical so that we
learn from the mistakes that have been made.

So this is not a game, Mr. Chairman. This is sobering work as
we try to adjust to the horrific catastrophe that has happened to
our country.

So, with that, I do not have time to yield back, but I believe that
these two issues need to be taken up front and center. Thank you.

Chairman BARTON. We thank the gentlelady.

We encourage members to try to stay within their 3-minute limit,
if possible.

The gentlewoman, Mrs. Wilson, is recognized for 3 minutes. We
are trying to get the Governor of Mississippi up on the live video.
So I think we can get you in before that happens.

Mrs. WILSON. Thank you, Mr. Chairman.

We have had a devastating storm, and it is not over. We are still
in the middle of the process of saving life and sustaining life and
recovering and rebuilding, and that will go on for a long time.
Nothing should distract us from those priorities.

Sometimes, you know, my husband is kind of—he has got a great
sense of humor. And sometimes when he watches people often criti-
cizing with only partial information, he just kind of laughs and
says, you know, they should shut up and start bailing. I think that
is good advice, and a lot of ordinary Americans have taken it.

I think we have seen across this country people opening their
homes and their wallets and their churches, our wonderful Na-
tional Guard and medical doctors embracing the displaced and
doing what they can from where they are with what they have got.
One of the great lessons of this disaster is that the real strength
of America is in the goodness of ordinary Americans, and we have
seen that again and again and again across this country.

We also need here to continue to pursue policies that create jobs
and keep our economy on track. A disaster and a tragedy should
not be windfall, a windfall for opportunists. All of us have seen
prices go up at the gas pump and in some communities exorbi-
tantly. Most gouging laws are State laws, but only 23 States have
anti-gouging laws, and the standards and definitions vary widely.
I think we need to take a serious look at how we dissuade and
deter and punish those who would gouge people in a time of trag-
edy.

We also have an opportunity here to put politics aside and to
look at our energy policy anew, with conservation, exploration, pro-
duction and refining, things that we look at routinely here, but also
to look at our own perhaps failures of imagination. What are we
going to do as a Nation to get beyond the gasoline engine? We are
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here at a historic turning point to make some serious decisions and
have a serious debate about the follow-on to the gasoline engine.

Because world oil supplies are not increasing, and we need to
make those decisions and investments now so that we change the
way in which we get things and people across the country and back
and forth to work.

Mr. Chairman, thank you for this hearing. I am sure it is going
to be the first of many. And God bless the people of the gulf coast.

Chairman BARTON. Does the gentleman from Michigan wish to
make an opening statement?

Mr. STUPAK. No, Mr. Chairman, I will waive.

Chairman BARTON. Does Mr. Green wish to make an opening
statement?

Mr. GREEN. Yes, sir, Mr. Chairman.

Chairman BARTON. The gentleman is going to start, under-
standing that we are trying to get this thing set up.

Mr. GREEN. I would like to have the full statement placed in the
record.

One, I want to thank you for having this timely hearing on the
second day we are actually back. I am glad we broadened the scope
to beyond just energy impacts, which is quite severe; and I respect-
fully suggest a further hearing on the serious public health impacts
and our response in the near future.

Our pressing need in the Houston area, where we are home now
to about 140,000 plus residents from Louisiana, is health care.
With thousands in tight quarters, infectious disease a real threat,
we need to provide the necessary assurances to our States who are
the recipients that the health care providers, that they will be re-
imbursed.

I asked Secretary Levitt last night at our briefing to agree to pro-
vide a 100 percent Medicare/Medicaid reimbursement rate when
caring for out-of-State Medicaid beneficiaries. I hope the adminis-
tration will ease the Medicaid eligibility requirements for Hurri-
cane Katrina evacuees.

Again, the State of Texas is the biggest recipient; and our Med-
icaid budgets are already stretched with our own constituents,
much less adding rolls from Louisiana and the neighboring States.
We want to be welcome neighbors, and we are. In fact, I am so
proud of what Houston has done and the State of Texas.

The neighboring States of this disaster need massive Federal as-
sistance to care for these victims. When a neighbor is in need, our
neighboring States have opened—again, Texas has 250,000 out-of-
State evacuees. That is unprecedented.

I have been first hand every day we have been home by both the
Reliant Astrodome and the George R. Brown to see the massive
shelters. Again, we need to be able to eliminate red tape now and
get those folks out of those shelters into some reasonable living
conditions, both for health reasons but also to try to return them
to normalcy.

I am glad that, just today, we were notified that yesterday at our
dealing meeting that the Houston area leaders, the mayor and the
county judge and the business community, we found out that peo-
ple are having their cell phone service disconnected from Lou-
isiana. That is the only number most of the time their relatives
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know how to reach them. The FCC this morning announced, in
working with CTIA, that those numbers and in compelling busi-
nesses and companies, not to disconnect those cell phones. One,
that is a great declaration. The Federal Government should inter-
pret our ability broadly and flexibly to make sure that we can han-
dle the disaster and the relief that we need.

Turning to energy, gasoline prices are already high due to tight
global supply and stretched energy infrastructure. Now that has
gotten pounded by a hurricane. Gas, oil and natural gas will even
be higher after most of the Gulf’s production is halted; and, thank
goodness, a lot of those platforms are trying to get back in use and
even some of the refineries.

All of the pieces are connected when there is huge action on the
market like Hurricane Katrina and a huge reaction throughout the
system, and can we help without doing more harm than good? I
gather from the Senate hearing yesterday that the FTC has no au-
thority to investigate price gouging. We need to know who does, if
anyone; and if there is some stations taking advantage, we need to
stop them.

Even my Texas constituents want price caps, but if the Govern-
ment tries caps for any length of time, supply will literally dis-
appear. Let us not repeat the mistakes of President Richard Nixon.
Large companies typically don’t set the price at the pump, which
is up to the individual station owner.

Chairman BARTON. Mr. Green, will you suspend so we can hear
from the Governor?

Mr. GREEN. Mr. Chairman, I would be glad to yield to the Gov-
ernor of Mississippi.

Chairman BARTON. We are going to suspend our opening state-
ments. We do have video contact and, apparently, audio contact
with the Honorable Governor of the great State of Mississippi, Gov-
ernor Haley Barbour.

Governor, if you can hear me, you have got the full panoply of
the Energy and Commerce Committee waiting for your statement;
and then, once you have spoken, we are going to have a written
statement read in the record by a representative of your companion
Governor, Governor Blanco of Louisiana.

So, Governor Barbour, our hearts and our prayers are with you;
and you have our undivided attention.

STATEMENT OF HON. HALEY BARBOUR, GOVERNOR, STATE OF
MISSISSIPPI

Governor BARBOUR. [Via teleconference.] Mr. Chairman, thank
you very much; and to all of the members of the committee, I ap-
preciate the chance to try to share with you what has been going
on in Mississippi for the last 9 days.

I do not have to tell you that this was the worst hurricane to
ever hit the United States, and it struck us a grievous blow in Mis-
sissippi. The devastation is genuinely unimaginable and indescrib-
able. Total obliteration of many things, some of which are the
things that your committee is interested in.

I want to say to you that we appreciate you and the Federal Gov-
ernment. Nothing is perfect when you have an epic disaster like
this. I told my wife as the week went on, every day we made
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progress. But there was not any day that we made as much
progress as I wanted to.

Our Federal partners were great help, but there were days when
we wished they would have been faster. There were days when we
wished they would have done more. But when you consider the way
all of our systems were overwhelmed, we are very grateful, and so
thank you all.

Let me just say on the terms of energy, our energy situation the
first few days was cataclysmic. This disaster is not just a coastal
calamity. It goes 150 miles north. We had 130-mile gusts 90 miles
inland. We had 90-mile an hour winds 150 miles inland. There is
tremendous damage way, way north of the coast. But the 80 miles
across the Mississippi gulf coast is largely destroyed. A town like
Waveland, Mississippi has no inhabitable structures. None. The
fire, the 26 policemen on Monday of last week went to the second
floor, then got on the roof of their headquarters, and then all 26
of them swam off. Some of them hung in trees holding on until the
storm was over. The destruction is unbelievable, and it over-
whelmed our infrastructure.

Our utility that serves the coast in the southeastern part of the
State lost every transmission line, had two power plants put out
of commission, and virtually 100 percent of their customers lost
power. The company that serves the southwestern part of the
State, which is well inland, 75 percent of their customers lost elec-
tricity. Our rural electric power associations had similar percent-
ages based on the geography. Even the Tennessee Valley Authority,
as far north as it is, had tens of thousands of customers lose power.

When you lose power, the telecommunications systems falls down
because of the need for electricity, not to mention the fact that vir-
tually all the towers are blown down. We lost water because the
water systems run and the sewer systems run on electricity. So we
had a huge need, and one of our first goals was to try to get fuel,
particularly diesel fuel, to run the generators that were powering
our hospitals, our emergency operations centers, the ones that
weren’t destroyed, our sheriff departments, police departments, fire
departments. So from an energy standpoint, for about 5 days we
were hustling to keep people from running out.

Ultimately, the Federal Government started on Friday by the ac-
tivities of the U.S. Department of Transportation, the U.S. Coast
Guard, and FEMA was able to provide us with enough fuel for all
of our emergency vehicles, and since Friday we have had an as-
sured source of fuel for all our emergency vehicles, whether it is
fire trucks, police cars, National Guard trucks, et cetera, and we
are appreciative of that.

Today, we have about 288,000 customers who still don’t have
power. The peak was about 1 million, on the report Tuesday was
about 1 million customers; we are down to 288,000. Mississippi
Power Company, which is the southeastern coastal industrial util-
ity, reports that they will have power to every customer who can
receive power by Saturday, which is incredibly remarkable that in
less than 2 weeks they can have restored power, because every one
of their customers had just about lost power and their power plants
are out.
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They have about 7,000 people on the ground, pole climbers and
tree cutters, and Entergy Mississippi is making the same kind of
effort. And we are grateful. We have power, we have linemen and
tree people from all over the United States and Canada who are
down here helping our people getting electricity back on.

As I say, we are about 75 percent recovered, and because of their
response. Except for the rural electric power associations who don’t
have as much equipment, they are further apart, you know, you
may have to put back up 10 poles to serve one customer. We are
getting over the hump, and by the end of the week should be over
the hump on electrical power.

For telecom, the phone companies have really humped it to get
service back. The first few days, there was as close to literally no
communications, as you can believe. We couldn’t in Jackson get
people on the phone, even the emergency operations centers on the
coast. And where there was particularly bad is that people in the
affected areas and near the affected areas, they had no phone serv-
ice, they didn’t know what was going on, they had no television so
they didn’t have that as a source of information. A few of them had
done like we asked people, and that is to have battery powered ra-
dios, but most people had no way to communicate and they were
utterly isolated after living a life with our information-rich environ-
ment. It was a huge problem. It also led to some of the worst rumor
mongering that you ever can imagine. But the phone companies
have restored at least cellular telephone service to most of the pop-
ulated areas, and they are getting it better out into the country-
side.

But Cellular South, which is our home-owned cellular company,
and BellSouth, which is our biggest provider and also is a partner
in Cingular, again, their people have worked untold hours just like
the electric utility people and made huge sacrifices.

And, Mr. Chairman, we have got a lot of people here who are
first responders or utility people whose homes are blown down, and
they are out getting the other people’s electricity back on, or they
are out digging through debris, firemen and search and rescue,
while their wives and children are having to stay somewhere in-
land because their house isn’t there anymore. The stories of sac-
rifice and selflessness that come out of this are pretty remarkable.
Irll)lfact, they are not pretty remarkable, they are mighty remark-
able.

The U.S. Coast Guard helicopter team, starting Monday night
when the wind was still howling, have taken 1,700 Mississippians
off of roofs or out of isolated places where people couldn’t get out
because of the debris and wreckage, 1,700 by the Coast Guard
alone. Over 5,000 when you include the other first responders like
firemen and policemen and National Guardsmen. We appreciate all
the States that have let us have National Guard. We have more
than 11,000 National Guard here. And they were particularly crit-
ical last week when our law enforcement people who had worked
18-hour and 20-hour days, 120 patrolmen, narcotics officers, and
investigators from the State law enforcement down on the coast
who slept in cars for 5 nights but worked 18-hour days to help peo-
ple. It has been an incredible effort, and lots of people deserve cred-
it.
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I know that health is one of your issues. And I want to report
to you that we in the last 24 hours had four deaths in Mississippi
from a Vibrio type diarrheal disease, but the CDC and the Health
Department report to us that this is not contagious, that this is the
kind of disease that we common folks think and get from eating
bad oysters; and, that people that have diminished immune capac-
ity because of some other disease like HIV or cirrhosis or some-
thing, that all four of these people died of that disease. Because of
HIPPA, we can’t tell, we are not allowed to know any more about
who those people were and what their conditions are. But the CDC
tells us it is not contagious, and the disease is normally gotten by
somebody that eats bad food, drinks bad water, or perhaps gets an
open wound. But, again, we have had that in the last 4 days, which
is I know a significant health thing that you would want to know
about.

The search and rescue wasn’t as fast as we wanted, but if you
could come down here and see the devastation. We have areas, tens
of square blocks in a row, that have debris waist high, head high,
and search and rescue means people walking through there and
moving all that stuff out and looking to see what is under it. As
late as Friday we were finding people alive buried in the debris,
but unfortunately we are finding people buried in the debris that
are not alive. The official fatality as reported is about 148—that is
not right, 154. The news reports, which we consider credible and
relative and reliable, are closer to 200, and the likelihood is that
the number will go up.

Let me just close by saying I am old enough to remember
Camille. As a college boy I drove a dump truck full of blankets and
pillows and baby clothes down to Gulfport in the wake of Camille.
Down here, we have always thought Camille was the benchmark
for what a hurricane could do. Katrina was worse than Camille.
The devastation is wider spread in terms of breadth. Where Sen-
ator Lott’s home was totally wiped off the beach in Pascagoula that
is about 75 miles east of the eye of the storm. This storm’s breadth
was unbelievable, but its power was, too. You know, I am not a me-
teorologist or a scientist. For some reason, this storm’s storm surge
was much, much worse than Camille. Places where people thought
it was safe because Camille didn’t do any damage got 10 feet of
water, and we had some people that died because they thought it
can’t be worse than Camille.

Again, in all of these things that we have talked about, the Fed-
eral agencies have worked very hard to help us, and their people
have been down here busting it just like I talked about, the Coast
Guard and others, and we appreciate that. We are going to need
a lot more help. We are kind of turning the corner to where we are
starting recovery, we are starting cleanup in most of our towns, we
are going to start rebuilding.

Our attitude is on the future, and we are going to rebuild. We
are going to rebuild the gulf coast bigger and better than ever it
was, and all of the south part of Mississippi is going to be improved
when we get finished, but we are going to need a lot of help and
it is going to take a lot of time.

Thank you for letting me have a chance to tell you what is going
on, Mr. Chairman.
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Chairman BARTON. Well, Governor, we first of all want to com-
mend you for what you have done for the citizens of Mississippi the
last week or so. Your leadership has been invaluable. We are not
going to take questions because we still have about 20 members
that need to give an opening statement and we have five witnesses
that have waited patiently for the last hour to give their state-
ments. But we do want to commend you for what you have done.
You have got two United States Senators and a United States Con-
gressman who is a member of this committee, plus several other
Congressmen in the House. Whatever you need from the Federal
Government, if you will work through them or directly with us if
it is within this committee’s jurisdiction, we are going to do every-
thing we can to make it happen sooner rather than later and big-
ger rather than smaller. And God bless you and God bless the
great State of Mississippi.

Governor BARBOUR. Thank you, Mr. Chairman.

Chairman BARTON. We have as a representative of the Governor
of Louisiana, Governor Blanco, we have Mr. Scott Angelle, who is
the Secretary for the Louisiana Department of Natural Resources.
We would now recognize you, Mr. Angelle, to read the Governor’s
statement. And Governor Barbour, you are welcome to leave. Mr.
Angelle.

Mr. ANGELLE. Thank you, Chairman Barton, and committee
members. Governor Blanco sends her greetings and her thanks for
all the prayers and support that are flowing into the gulf coast and
southeast Louisiana.

I am pleased to be here as a member of the second panel to give
you Louisiana’s views on energy policies post Katrina, but in her
absence Governor Blanco has asked me to share this brief state-
ment with you.

Katrina dealt southeast Louisiana a devastating blow, but I also
know that this storm did not and will not destroy the spirits or the
hope of our citizens. I wish I could join you today, but we, all of
us here, are working hard and working together to finish the res-
cues and begin the reconstruction.

The people of southeast Louisiana are already making plans to
rebuild their lives and their communities, and we will help them
do it. Our people, our most valuable asset, have been forced to take
shelter all across the country. We know Louisiana will not fully re-
cover until those displaced by this storm rejoin their families and
rebuild their communities. Part of rebuilding Louisiana will be re-
building our oil and gas infrastructure. In the wake of all of this,
we still understand that America counts on Louisiana to produce
the energy to fuel this great Nation. We will focus on restoring and
repairing the offshore and onshore assets that are so vital to this
region’s economy and so vital to America’s economy. At this mo-
ment, while we are focusing on the immediate needs of our people,
we also are looking forward to the rebuilding.

Thank you again for your prayers and your aid, and thank you
for also looking forward to the future of Louisiana and the future
of America’s energy economy. Thank you, sir.

Chairman BARTON. Mr. Angelle, I know you are going to be on
the second panel. But in response to the Governor’s statement, if
you talk to her later today, you tell her that our prayers are with
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the great State of Louisiana and with her, and that we make the
same offer to your Governor that I just made by teleconference to
the Governor of Mississippi: Whatever we can do to help, if it is
within our jurisdiction, we are going to try to do it sooner rather
than later and larger rather than smaller.

Mr. ANGELLE. Thank you, sir.

Chairman BARTON. We are now going to go back to our opening
statements. And I believe Mr. Green had finished his, so it would
be Mr. Shadegg’s opportunity if he wishes to make his opening
statement.

Mr. SHADEGG. Thank you, Mr. Chairman, for holding this impor-
tant hearing on the devastating impact of Hurricane Katrina. My
heart and my prayers go out to those whose lives have been im-
pacted and devastated by this disaster.

In 1969, I was stationed at Keesler Air Force Base in Biloxi, Mis-
sissippi, and I arrived there literally days after Hurricane Camille
struck. It is tragic to see this kind of devastation again to the gulf
coast, and as the Governor pointed out, to see that it is even worse.

I wholeheartedly agree with my colleague Mrs. Wilson regarding
the importance of moving beyond the gasoline engine in the long
run. But today, whether we like it or not, America runs on refined
oil products, and our transportation sector, airlines, trucking indus-
try, and railroads, require a steady supply of fuel to keep our econ-
omy moving. In addition, families across our Nation require that
fuel to heat their homes, and they will need it this winter and for
winters to come.

The damage that Hurricane Katrina has done to this energy in-
frastructure, which has rippled from coast to coast, raises many im-
portant policy questions for this Congress and this committee to
address, not the least of which are: Do we have the facilities that
we need to meet America’s demands? And, is our energy infrastruc-
ture too heavily concentrated along the gulf coast?

Hurricane Katrina’s impact on an already strained refining in-
dustry has had a dramatic impact, most notably on the recent stun-
ning price spikes seen by Americans at their local gas stations.

While I am encouraged that some refineries closed by Katrina
have already opened or are close to reopening, reports indicate that
several large refineries have experienced significant flood damage
and will not reopen for some time to come. This is especially trou-
bling because U.S. refineries were already operating at over 97 per-
cent capacity before Hurricane Katrina hit.

As has already been noted here this morning, we have not built
a new refinery in the United States since 1976, a span of 29 years.
Currently, we import roughly 12 percent of the gasoline and diesel
fuel we consume in this country from foreign refineries. Yet, not
long ago we refined all of the gasoline and diesel fuel used in the
U.S. from refineries here in the U.S.

We should not be outsourcing the refining of the fuels we need
to run this country’s economy. We must do more to bring our refin-
ing capacity in line with all of our domestic demands.

Currently, this critical portion of our industry is operating with
no margin for error. Whenever a U.S. refinery needs to interrupt
production for any reason, including just routine maintenance,
Americans pay an unnecessary price because we have insufficient
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domestic refining capacity. When a disaster like Katrina strikes,
we are in much worse shape. This problem is exacerbated by the
fact that there is a worldwide shortage of refining capacity.

It is preposterous to argue that we do not need to fix this system
or that we can continue down a path of reliance on foreign refining
capacity. As America grows, total miles driven each year go up. De-
mand for refined petroleum products also goes up. The price of a
barrel of oil is ever increasing, yet just last year this committee
heard testimony that investors would frown on any decision by an
energy firm to meet the rising demand here in the U.S. for refined
product by building new refineries.

Let me illustrate how this point impacts us directly and why it
is more than a crude oil problem. Crude oil futures have gone up
over 60 percent over the last year, but refined gasoline futures
have more than doubled. We must address this critical problem.
Mr. Chairman, I thank you for holding this hearing.

Mr. WHITFIELD [presiding]. Thank you. At this time I recognize
the gentleman from New York, Mr. Engel, for his opening state-
ment.

Mr. ENGEL. Thank you, Mr. Chairman. Let me first of all say
that my heart and prayers go to the brave people of Louisiana,
Mississippi, and Alabama, and anything that we can do to help
them, we should and we will.

Mr. Chairman, in the 1970’s there was a movie where the lead
character gets up and he says: I am mad as hell, and I am not
going to take it anymore.

Well, I think the American people are rightfully mad as hell, and
we are not going to take it anymore. We are mad as hell about ris-
ing gas prices, price gouging, and all things that we have seen dis-
gracefully over the past week. We have seen on TV many pictures
of people looting stores. Well, I would say that the biggest looters
have been the big oil companies. They are looting the American
public. There is no way that increased gas prices at the pump could
have been reflected in 2 days after the hurricane with spikes of 30
to 50 cents per gallon. It is absolutely shameful and unconscionable
that big oil companies are making profits off people’s misery with
this hurricane. There is no other way to say it. Because when the
cost of oil drops a barrel—a gallon drops, it takes several weeks for
it to be reflected at the pumps. So how could this be reflected in
a matter of 2 days? These increases in gasoline prices are uncon-
scionable and should not stand. The oil companies own the means
of cost and production. They have long-term contracts on the oil
fields. They own their drilling equipment, they own their tankers.
These haven’t changed. Their costs haven’t changed. That is why
their profits are soaring to record levels. Why make profit off peo-
ple’s misery and cause the entire American public to suffer? Gaso-
line over $3 a gallon? Unconscionable. Now, they are saying that
prices will drop, and it will only be $2 and change a gallon what
was before. We are supposed to be grateful that it is going to drop
to $2 and some odd cents a gallon. There is no way that this should
continue.

Now, it is not a matter of the blame game. I ask unanimous con-
sent for an editorial of the New York Times today called “It is not
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a blame game.” I ask unanimous consent for it to be inserted into
the record.

Mr. WHITFIELD. Without objection, so ordered.

[The article follows:]

[Wednesday, September 7, 2005—The New York Times]
IT’s NoT A “BLAME GAME”

With the size and difficulty of the task of rescuing and rebuilding New Orleans
and other Gulf Coast areas still unfolding, it seemed early to talk about inves-
tigating how this predicted cataclysm had been allowed to occur and why the gov-
ernment’s response was so slow and inept. Until yesterday, that is, when President
Bush blithely announced at a photo-op cabinet meeting that he, personally, was
going to “find out what went right and what went wrong.” We can’t imagine a worse
idea.

No administration could credibly investigate such an immense failure on its own
watch. And we have learned through bitter experience—the Abu Ghraib nightmare
is just one example—that when this administration begins an internal investigation,
it means a whitewash in which no one important is held accountable and no real
change occurs.

Mr. Bush signaled yesterday that we are in for more of the same when he sneered
and said, “One of the things that people want us to do here is to play a blame
game.” This is not a game. It is critical to know what “things went wrong,” as Mr.
Bush put it. But we also need to know which officials failed—not to humiliate them,
but to replace them with competent people.

It’s obvious, for instance, that Michael Brown has met the expectations of those
who warned that he would be a terrible director of the Federal Emergency Manage-
ment Agency. This is no time to be engaging in a wholesale change of leadership,
but in Mr. Brown’s case there seems to be precious little leadership to lose. He
should be replaced with someone who can do the huge job that remains to be done.

But the questions go way beyond Mr. Brown—starting with why federal officials
ignored predictions of a disastrous flood in New Orleans—and the answers can come
only from an independent commission. We agree with the Senate minority leader,
Harry Reid, Senator Hillary Clinton and others who say that such a panel should
follow the successful formula of the 9/11 commission: bipartisan leadership and
members chosen by the White House and both parties in Congress on the basis of
real expertise. It should have subpoena power and a staff expert enough to find an-
swers and offer remedies.

Mrs. Clinton has also proposed pulling FEMA out of the Homeland Security De-
partment and restoring its cabinet-level status. That is premature. The current
setup makes sense, at least in theory. The nation should not have to support two
different bureaucracies for dealing with sudden disasters.

Before throwing the system into chaos again, an investigation should determine
whether the problem lies in the structure or in execution. Yesterday, The Wall
Street Journal showed how the Bush administration had systematically stripped
power and money from FEMA, which had been painfully rebuilt under President
Bill Clinton but had long been a target of Republican “small government”
ideologues. The Journal said state officials had been warning Washington—as re-
cently as July 27—that the homeland secretary, Michael Chertoff, was planning fur-
ther disastrous cuts.

This page supported the creation of Mr. Chertoff’s department. But it was poorly
run by the first secretary, Tom Ridge, with his maddening color-wheel alerts.

It is clearly in need of a hard look and perhaps serious reorganization. Senators
Susan Collins, Republican of Maine, and Joseph Lieberman, Democrat of Con-
necticut, have plans for hearings, which is fine. But they created the department
in the first place and may have more of a stake in the outcome than a panel of im-
partial experts.

The panel should also look at the shortcomings of local officials and governments.
It was chilling, to put it mildly, to read Mayor Ray Nagin’s comment in The Journal
that New Orleans’s hurricane plan was “get people to higher ground and have the
feds and the state airlift supplies to them.”

But disasters like this are not a city or a state issue. They concern the entire na-
tion and demand a national response—certainly a better one than the White House
comments that “tremendous progress” had been made in Louisiana. We're used to
that dismissive formula when questions are raised about Iraq. Americans deserve
better about a disaster of this magnitude in their own country.
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Mr. ENGEL. Thank you. One of the things that we ought to have
is we ought to have an independent commission to investigate what
happened. The panel should follow the successful formula, as the
New York Times says today, of a September 11 Commission, bipar-
tisan leadership, members chosen by the White House and both
parties in Congress on the basis of real expertise. It should have
subpoena power and a staff expert enough to find answers and
offer remedies. We cannot allow the administration to investigate
itself to have a whitewash and a coverup.

Now, as soon as the enormity of the approaching storm became
clear, obviously preparations should have been immediately
ramped up. It wasn’t. FEMA failed miserably. Provisions and as-
sistance should have been ready so that, hours after the storm
moved on, food, water, medical supplies would be on their way. We
must not ignore the mistakes that have been made. We must fix
them immediately and learn from them for the future. And I want
to add my voice to the other members who have said that it is now
again unconscionable to have these huge Medicaid cuts. As hun-
dreds of thousands of people have lost their jobs and net worth, it
is more clear than ever how much our citizens need Medicare and
to be flexible and responsive in times of crisis.

Now, we need to look to the future. For years I have been talking
about the need to wean ourselves off of oil because we have to rely
on sheikdoms that are either unstable, unfriendly to the U.S., or
even supporters of terrorism. We need to improve the fuel economy
of passenger cars and SUVs to a level of our advanced technology
that makes it possible, not issue CAFE standards as the adminis-
tration did last month, which do nothing to improve fuel efficiency.

I hope that this committee will continue to hold hearings, and I
hope that we will get to the bottom, again, not because of the
blame game, but the people of the United States particularly in
those three States affected deserve nothing less, and I thank you.

Mr. WHITFIELD. Thank you. And I would remind the members
that these opening statements are 3 minutes. And we do have a
number of witnesses today and we have a lot of other people. So
I would urge you to try to confine yourself to 3 minutes.

At this time I would recognize the gentleman from Pennsylvania,
Mr. Pitts.

Mr. PrrTs. Thank you, Mr. Chairman. Thank you for holding this
hearing. I would like to thank the panelists for coming. And first,
again, our thoughts and prayers are with those undergoing this
disaster.

Mr. Chairman, we need to look at price gouging today, and we
need to encourage fuel efficiency and new technology and conserva-
tion. But we also need to look at refining capacity in our delibera-
tions. And I would like to make a few comments on that issue.

There are 149 oil refineries in the United States. And before the
disruption of Hurricane Katrina, the tragedy that occurred in the
gulf coast, they were all running at full capacity. But we have yet
to build any new refineries, despite the fact that our aging sys-
tem—none has been built in 30 years—cannot handle the increas-
ing demand that we are placing on them. ABC News reported last
month that, “analysts say just a few new big refineries could
produce enough extra gasoline to make a dent in prices.”
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The problem, according to ABC’s report, is that building even the
smallest refinery is an uphill task. Faced with a complicated mo-
rass of local and State and Federal regulations, as well as residents
who do not want a refinery in my back yard, companies simply are
not willing to shoulder the cost of complying with regulations or
fighting protracted legal battles over land use, and so the problem
remains.

Rising gas prices are the result of supply problems. And supply
problems are the result of refining capacity that cannot keep pace
with demand. And this is most apparent during times of crisis,
such as we face now. Hurricane Katrina knocked out a significant
portion of our refining capacity. Because we have been unable to
build refineries in other areas of the country, our economy must
wait until these refineries come back on line.

We need only to look as far as Arizona to see the obstacles that
the government has placed in front of those trying to build new re-
fineries. The Maricopa Refining Company received a permit to
build a 50,000 BPD refinery on January 16, 1992. MRC, operating
under the name of Arizona Clean Fuels, continued to develop its
refinery project through the 1990’s, and because of delays pre-
sented by the government, lost a significant investor; in 1999 the
project scope was changed, and ACF applied for a new permit. That
permit, however, was lost in red tape as the EPA and other agen-
cies squabbled about whether a refinery could be built on the origi-
nally proposed site. The permit application is still under review as
ACF attempts to hit the moving target presented by bureaucrats,
EPA, and Federal regulations.

This story is not unusual. It is not an anomaly. It is common.
And it is one reason we are facing these shortages. No one is sug-
gesting that we sacrifice environmental stewardship to power
SUVs. However, we must face the reality that our economy, wheth-
er we have SUVs or not, needs oil to run. And while there might
come a day, and I hope this day comes, when we find a suitable
alternative to oil and gas, we are still far away from discovering
or developing a source of energy as potent or reliable as oil. So we
must find an environmentally responsible way to increase our re-
fining capacity. We simply cannot go any longer without expanding
our capacity to refine oil.

Since my time is up, I will submit the rest of my statement for
the record. I look forward to the hearing today, and thank the wit-
nesses for sharing their expertise.

[The prepared statement of Hon. Joseph R. Pitts follows:]

PREPARED STATEMENT OF HON. JOE PITTS, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF PENNSYLVANIA

Mr. Chairman, thank you for holding this hearing and thank you to the panelists
for coming.

Our thoughts and prayers are will those enduring this disaster.

We need to look at price gouging today, and we need to encourage fuel efficiency,
new technology, and conservation.

But we also need to look at refining capacity in our deliberations.

I'd like to make a few comments on that issue.

Today, there are 149 oil refineries in the United States.

Before the disruption of Hurricane Katrina and the tragedy that occurred on the
Gulf Coast, they were running at full capacity.
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But we have yet to build any new refineries despite the fact that our aging fleet—
none have been built in thirty years—cannot handle the increasing demand we are
placing on them.

ABC News reported that last month that “analysts say just a few new big refin-
eries could produce enough extra gasoline to make a dent in prices.”

The problem according to ABC’s report is that building even the smallest refinery
is an uphill task.

Faced with a complicated morass of local, state, and federal regulations as well
as residents who do not want a refinery “in my back yard,” companies simply are
not willing to shoulder the costs of complying with regulations or fighting protracted
legal battles over land use.

So, the problem remains.

Rising gas prices are the result of supply problems.

Supply problems are the result of refining capacity that cannot keep pace with
demand.

This is most apparent during times of crisis such as we face now.

Hurricane Katrina knocked out a significant portion of our refining capacity.

Because we have been unable to build refineries in other areas of the country, our
economy must wait until these refineries come back on line.

We need only look as far as Arizona to see the obstacles the government has
placed in front of those trying to build new refineries.

The Maricopa Refining Company received a permit to build a 50,000 BPD refinery
on January 16, 1992.

MRC, operating under the name Arizona Clean Fuels continued to develop its re-
finery project through the nineties.

However, because of delays presented by the government, it lost nificant investor.

In 1999, the project’s scope was changed and ACF applied for a new permit.

That permit however was lost in red tape as the EPA and other agencies squab-
bled about whether the refinery could be built on the originally proposed site.

The permit application is still under review as ACF attempts to hit the moving
target presented by bureaucrats at the EPA and federal regulations.

This story is not unusual.

It’s not an anomaly.

It’s quite common.

And it’s one reason why we’re facing these shortages.

No one is suggesting that we sacrifice environmental stewardship to power SUVs.

However, we must face the reality that our economy, whether we have SUVs or
not, needs oil to run.

And while there might come a day—and I hope this day comes—when we find
a suitable alternative to oil and gas, we are still far away from discovering or devel-
oping a source of energy as potent or reliable as oil.

So, we must find an environmentally-responsible way to increase our refining ca-
pacity.

We simply cannot go any longer without expanding our capacity to refine oil.

Even if we wanted to import more oil or produce more, it wouldn’t matter.

This harms our ability to respond to increased demand or deal with crises that
disrupt oil refining.

Our economy depends on a reliable and affordable source of energy.

Frivolous and costly regulations make it impossible to build new refineries.

Whatever their intent, these regulations harm the economy and drive up the price
of gas more than they protect the environment.

There must be a middle-ground between no regulation and so many regulations
that consumers suffer.

We can find that middle ground and build new refineries while still protecting the
environment.

I look to hearing today.

Thank you again to the witnesses for sharing their expertise.

Mr. WHITFIELD. I thank you very much, and at this time recog-
nize the gentlelady from Colorado, Ms. DeGette, for her opening
statement.

Ms. DEGETTE. I believe Mr. Strickland

Mr. WHITFIELD. Well, I was told at the time the gavel went down
that Mr. Strickland was not here at that time, and that we are
going down the order of appearance.
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Ms. DEGETTE. All right. Thank you, Mr. Chairman. Thank you,
Mr. Strickland.

I have been sitting here listening to everybody, and I agree with
a lot of what everyone has said. We are angry and sickened by
what happened on the gulf coast, and we all hope that we can get
as much help as we can. It looks like maybe a million people have
either lost their homes or their loved ones or both, and their lives
will be changed forever. But as we assess the damage and we bury
the dead and we begin to rebuild, we also really do have to have
a full accounting of the actions. And it would frankly be political
malfeasance of us not to do that, which is why it is good we are
having the hearing today.

I think what we are seeing in Louisiana, Mississippi, and Ala-
bama is an echo of the Federal Government’s failings on September
11. We have seen an appalling lack of imagination, planning, or
preparation for a mass casualty disaster, and an inept response to
the disaster once it occurred that cost people their lives. Now, all
of this was supposed to be solved when we created the Department
of Homeland Security. And instead, it seems to me like things just
got worse. My constituents are flooding my office with calls saying
that the Federal Government failed Americans in their time of
need. And I know that this is common to all of us in this room.

So what we need to talk about in this hearing is within this com-
mittee’s jurisdiction: What can we do to fix the problems and make
sure we can minimize disasters in the future. And I don’t mean the
disaster of the hurricane. I mean the disaster of the response.

Just talking about energy for a minute, because that is what this
hearing is about, the Nation faced a surge in gas prices in the
hours and days after Hurricane Katrina. In my district of Denver,
Colorado, far from the eye of the hurricane, we saw gas prices
going up almost hourly at some of these pumps. And I know that
there were some disruptions in service in the Southeast and mid-
Atlantic, expectedly so, prices expected to jump everywhere in the
country without reason.

I went to the briefing, as many of us did last night. The members
of the cabinet briefed the Members of Congress about what hap-
pened. And it was all very Pollyannish and everything was going
well. What really struck me about energy was when Secretary
Bodman said there were no real long-term disruptions in supply.
So what I want to know is why were prices of gas skyrocketing in
Colorado even though there was ample supply at that time and
frankly no connection to the distribution network in the gulf? To
us, this looks like price gouging, not disaster impact, and it is
frankly immoral and it is illegal in a lot of places, too.

Now, we have been struggling for months with rising costs, and
it has been fueled by surging worldwide demand for oil, infrastruc-
ture operating at near capacity, and also the increasing profits of
oil companies. So why did we have to add to this price gouging as
a result of a naturally occurring disaster? I think it is wrong. I am
glad we are having this hearing. And I am very interested in hear-
ing the testimony.

Mr. WHITFIELD. The gentleman Mr. Otter is recognized for an
opening statement.

Mr. OTTER. I will pass.
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Mr. WHITFIELD. Ms. Myrick.

Mrs. MYRICK. Thank you, Mr. Chairman. And thank you for the
hearing today. All of us of course send all of our prayers and lots
of other things that we can send to help to the Katrina victims.
And we have been doing that, we will continue doing so, and I
want to thank all the volunteers as well who have pitched in to
help. Thank you to all the panelists who are sitting here patiently
waiting. I will be brief. I just have two things I want to touch on
today.

One of them is what I call price gouging, because in my own area
of Charlotte, North Carolina, it was mind boggling how fast the
prices rose at the pump. They no more than posted the high pre-
mium price and they were right back upping the regular. It was
just a continual circle over and over again. And it is not that I
don’t want people to make a fair profit. Of course, that is what we
are all about in America. That is not the point. I just want to make
sure that people aren’t arbitrarily raising their prices. And it is a
serious issue that we need to examine.

Second is the oil and gas futures market. I have been concerned
about this for some time because I think we can reel this in in a
way that is going to have an effect on prices in the near future,
not like the long-term remedies of building refineries which we also
need to look at. But I have had concerns for many months that
some speculators have been driving prices of gas higher than the
factors of supply and demand really warrant. And I am particularly
concerned about the over-the-counter market for energy derivatives
which is subject to very limited oversight under the Commodities
Future Trading Commission, the way I understand it.

I know there are many factors involved in the final price of gas
in our neighborhood stations, such as the taxes and the refinery
costs and the distribution costs and the profits, which I said before
need to happen. But we need to examine what is going on here, be-
cause it appears to me that it is abusive and manipulative trading
in some cases.

And so I thank you again, Mr. Chairman, for this hearing. I truly
believe this gives us an opportunity to look closely at what we need
to be doing for the future, because the global situation is not going
to change and, as was stated before, our committee has jurisdiction
over a lot of the health issues that are going to be coming up and
we need to be doing those, too. And I yield my time.

Chairman BARTON. The gentlelady yields back. The gentlelady
from California, Ms. Capps.

Mrs. Capps. Thank you, Mr. Chairman, and to our witnesses for
being here today. We have all been moved by the tragedy on the
gulf coast and our thoughts and prayers are with the thousands of
Americans, fellow citizens of ours so painfully and personally af-
fected. We also are thankful and need to keep thanking folks for
the countless acts of heroism and selflessness, from both the area’s
residents and from people across the country responding to this
tragedy. And now Congress has a critical role to play here in the
aftermath of Katrina. I believe there are two significant areas in
which Congress has major responsibility.

First, we have to provide the financial support for the people af-
fected by Katrina. I am glad we have moved the emergency funding



31

bill last week to start this process and there will be more funding
requests coming. We are going to have to do a lot more to help
these folks put their lives back together, and I hope we will work
in a bipartisan fashion to do so.

And the second thing we must do is to figure out what went
wrong with the Federal response and why so that it never happens
in this way again. And I believe we need to do this in a bipartisan
way as well. The Federal response, as has been said over and over
again, was late and it was ineffective. This administration utterly
failed in its responsibility to help prepare for the disaster ahead of
time and to help in its aftermath. There are disasters waiting to
come, so we must do this work. Hundreds of thousands of gulf
coast residents have paid a very high price for our failure. The ad-
ministration’s actions or inactions were an insult to all Americans
and simply inexcusable. I believe that Congress has an important
job in investigating these shortcomings, and I hope this committee
will be vigilant in pursuing this inquiry, and I am thankful that
this hearing will start this process. The lives of Americans will be
affected by how well we do our job and by how well the administra-
tion does its job and the private sector as well, this time and the
next time. There will be a next time.

So I hope, Mr. Chairman, that this hearing is only the first of
many that we can be holding, because studying the lessons of
Katrina should help us to avoid similar problems in the future.

Finally, Mr. Chairman, I know there are many calls now for con-
gressional action to address the high gas prices. There are things
we should do and things we shouldn’t do. For example, resusci-
tating the ill-conceived refinery legislation is one we shouldn’t do.
We do need more refineries. But as has been noted, environmental
regulations aren’t the problem here. So you don’t need to waive
them to get a refinery bill. The problem is that the refining indus-
try makes a lot more money with a tight refining capacity. The in-
dustry doesn’t want to build more refineries because it makes too
much money the way things are. On the other hand, if we had cut
down on some of our demand over the last decade or so, we
wouldn’t be in such a predicament right now. Demand reduction
works, even as the President now belatedly recognized, evidenced
by his call last week for conservation.

Mr. Chairman, you scheduled this hearing long before Katrina,
and I would remind committee members that record gas prices
were here long before Katrina hit and they will be here long after
the effects of Katrina are dealt with. If we don’t do something
about our insatiable appetite for fossil fuel, shoving more tax
breaks to industries making record profits and gutting the laws
that protect our environment are simply uncalled for. It should be
rejected. And I do yield back.

Chairman BARTON. The gentlelady yields back. Mr. Sullivan to
make an opening statement?

Mr. SULLIVAN. Saving my time.

Chairman BARTON. The gentleman defers. Does Dr. Burgess wish
to make an opening statement?

Mr. BURGESS. I will defer.

Chairman BARTON. All right. Mr. Walden?
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Mr. WALDEN. Mr. Chairman, I will defer as well and save my
time for the witnesses.

Chairman BARTON. All right. Mr. Otter? He defers. I think we
have deferred on the Republican side, so we go to the gentleman
from Pennsylvania.

Mr. DoYLE. And I will also defer.

Chairman BARTON. We have got a string going here. Mr. Allen.

Mr. ALLEN. I am afraid I am going to break the string, Mr.
Chairman.

Chairman BARTON. The gentleman is recognized for 3 minutes.

Mr. ALLEN. Thank you, Mr. Chairman, for convening this hear-
ing. The victims of Hurricane Katrina remain in our thoughts and
prayers. When the 1998 ice storm crippled Maine, the Nation ral-
lied to our aid. Maine is prepared to do the same for the people of
the gulf coast in their hour of need. We are a nation that draws
strength from shared adversity, and I hope that, working together,
we will emerge from this terrible tragedy a stronger and more
united people.

The Federal Government’s response to this crisis has been, in a
word, pathetic. But that response should be the subject of another
hearing. Today we will be focusing on Hurricane Katrina’s effect on
energy prices, but let us not deceive ourselves or our constituents:
Gas prices, heating oil futures, and oil company profits were at
record highs before Katrina struck. We cannot blame high gas
prices on Katrina alone.

From 1977 through 2002, the number of refineries in the U.S. de-
creased from 282 to 153. During this period of time, gasoline de-
mand rose 27 percent. Refiners in the last decade have spent $47
billion to expand existing capacity by 13 percent, but demand has
grown even faster.

Why not more refineries? The answer is profit margin. Fewer re-
fineries mean higher profits. The strategy has worked; oil profits
have soared into the billions. That may be all well and good for
ExxonMobil, and for others, but what about everyone else? The in-
creased profit margins for the oil companies are driving my con-
stituents out of business. Small businesses in Maine are being
crushed by increased gas prices, not to mention the spike that is
coming in their heating oil bills.

Maine’s large fleet of independent truckers are suffering and at
graveﬁ*isk of going out of business. Maine’s fishing fleet is suffering
as well.

In 1962, facing a similar threat to the Nation’s economy due to
the pricing practices of the Nation’s steel manufacturers, President
Kennedy summoned steel barons to the White House and de-
manded that they reduce prices. They backed down. This Presi-
dent, President Bush, needs to call oil company CEOs to the White
House and demand sacrifice on their part. That may seem like fan-
tasy, but it is the kind of leadership that we need today.

I would just add one other point. On Thursday, Valero’s chief ex-
ecutive Bill Greehey, commenting on the FTC’s decision last week
to authorize Valero’s $8 billion purchase of Premcor, said that: We
are in a new era for refining where I believe you will continue to
see higher highs and higher lows, among other things, for product
margins.
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That is what has been going on in that industry, and Mr. Chair-
man, that is what we need to investigate here. I yield back.

Chairman BARTON. The gentleman yields back. The gentlelady
Ms. Schakowsky wish to make an opening statement?

Ms. SCHAKOWSKY. Yes, Mr. Chairman. And thank you for calling
this timely hearing. Americans have been riveted to their tele-
visions watching with shock and shame, not shock and awe, as the
Federal Government failed in its primary mission, providing for the
safety and security of its citizens. As reporters and camera crews
brought images that look like they came from another country in-
stead of the superpower of the world. As they were able to make
it to the Superdome and convention center, Americans watched and
waited in disbelief for help to arrive. For many, help came too late.
This predictable and predicted catastrophe, as the Sun Times edito-
rialized, exposed the plight of the Nation’s have nots, all those
Americans, not refugees from another country, but the millions of
American citizens who are not part of the ownership society. Now
we know what that means. If you own a car, you can escape dis-
aster. If you own a tank of gasoline or enough money to buy a hotel
room, you might survive in this ownership society.

Make no mistake, millions of Americans are angry, millions of
Americans are ashamed. And, yes, no matter how they and we may
be scolded for doing so, they blame the Federal Government, they
blame this administration for failing to do its job, failing to prepare
for this crisis, and failing promptly to deal with it. Many Ameri-
cans shook their heads and asked: Is this my country? Newt Ging-
rich said, quote: As a test of Homeland Security, this was a failure.
He said this is not a moment to defend inadequacy. End quote.

Other crises and potential crises are now looming, and we in
Congress have responsibility as well to face up to that fact and deal
with it. One of those is an energy crisis. The question is, are we
going to act now to prevent a catastrophic energy crisis, or will we
wait to scramble to pick up the pieces in the aftermath? This time,
the President and the Congress have to anticipate a breach in the
levees. In my view, we already squandered an opportunity to look
ahead and mitigate an energy crisis that leaves our country at the
mercy of hurricanes and vulnerable oil rigs and oil refineries and
foreign countries when this committee and this Congress passed an
energy bill that the President’s own experts said could increase
prices at the pump.

Days before Katrina struck, the price of a barrel of crude was
$66, double what it was in January 2004. In Chicago the price was
already nearly $3 a gallon, the highest in the country. Katrina ex-
acerbated a preexisting condition. Now we must assure that imme-
diate needs are met and that we look ahead at the cost and avail-
ability not only of gasoline, but, as the cold weather approaches,
heating oil and natural gas. How are the poor, several of whom be-
cause of Katrina now have to face, going to stay warm. And what
about middle-class families, small businesses, and farmers? Our
constituents can’t afford $1,000 monthly heating bills.

Can we look that far ahead and plan? In the aftershocks of
Katrina, can we leave Americans out in the cold while energy com-
panies are left with money to burn?
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I hope that no member has the audacity to suggest that weak-
ening environmental standards or drilling in the Arctic wilderness
or any other transparent political fix will alleviate this energy cri-
sis. The only way to mitigate this pending catastrophe is for Con-
gress, with this great committee taking the lead, to be bold enough
to enact laws that will hold down costs, prevent profiteering off the
backs of the American people, and protect those who are hit hard-
est by increases in energy costs.

Thank you, Mr. Chairman.

Chairman BARTON. We thank the gentlelady. Mr. Radanovich,
would you like a statement?

Mr. RADANOVICH. Waive.

Chairman BARTON. Okay. The gentlelady from California, Ms.
Solis.

Ms. SoLis. Thank you, Mr. Chairman. Yes, I have a statement.

As we sort through the issues surrounding recovering from
Katrina, it is important for us to remember many of the commu-
nities that are still suffering right at this moment. First responders
and other emergency personnel volunteers and even firemen from
the local D.C. Area are training and working to continue finding
survivors and evacuating the rest.

I am glad that we are here today to begin to address this issue.
As we begin to learn, these evacuees and emergency responders are
at increased risk for disease and infection caused by the mix of con-
taminants in the water they are wading through, particularly to
those engaging in rescue and recovery missions, but also to those
who lived in the Superdome and struggled through the water to es-
cape the city. All, regardless of race, income, ethnicity, and country
of origin, must receive adequate health care and treatment and
counseling, mental counseling. I hope, Chairman Barton, that we
will have a hearing to better understand the health implications of
this hurricane. And I am also extremely concerned about the envi-
ronmental and drinking water infrastructure implications of Hurri-
cane Katrina.

On Sunday, on Meet the Press, Secretary Chertoff commented:
We are going to have to clean probably the greatest environmental
mess we have ever seen in this country.

Today’s Washington Post identified just the beginning of the en-
vironmental problems the gulf coast will be facing. These include
contaminated water which will likely be undrinkable for many
years to come, unknown damage to the drinking water infrastruc-
ture, toxic fumes from fires which continue to burn. State authori-
ties announced a litany of contaminants which are likely to be
found in the flood waters, including tens of millions of pounds of
concrete, lumber, cars, and animal carcasses. Sewage treatment
plants were destroyed. Two major spills sent 78,000 barrels of oil
into a local lake there, and fuel from 2,000 fuel tanks and leaking
gasoline from flooded cars and boats also coated the city.

As ranking Democrat on the subcommittee with jurisdiction over
these environmental hazards, I call on the Chair of the sub-
committee, Mr. Gillmor, and Chairman Barton to begin hearings on
the environmental implications of Hurricane Katrina. It is critical
that as we move forward to clean up we rebuild New Orleans, that
it be done in a manner which will protect the health and safety of
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our communities. So I encourage our colleagues not to disregard
public health and environmental regulations.

And, last, with respect to the gasoline prices, we do have to have
a thorough investigation here. In California for the last 3 months
we have experienced high rates of gasoline prices far beyond the
$3 mark. We need to do something now. We need to call in all, all
resources that we can to look at what kind of price gouging has
gone on.

I also would like to submit that there are several refineries that
are dormant right now in our country. We should probably be going
back and looking at those current refineries and trying to provide
assistance there so we can startup and provide the kind of assist-
ance that our consumers are waiting for.

Thank you very much, Mr. Chairman.

Chairman BARTON. We thank the gentlelady.

Does Mr. Fossella wish to make an opening statement? The gen-
tleman defers. Does Mr. Gonzalez wish to make an opening state-
ment?

Mr. GoNZALEZ. Yes, Mr. Chairman. And I will be quick. I think
what we see today as far as any shortages, price increases, and
such, and the crisis that we face truly are just symptoms of under-
lying policies that have been inadequate and unrealistic. I think we
need to start off with a firm understanding, if we are going to do
something that is realistic and substantive, that there are no quick
fixes, first of all; that there should not be any sacred cows. All of
us represent a sacred cow or two. And, of course, it is not going
to be pain-free. And that means for the industry and for the con-
sumer. And if we believe we can get away with any kind of sub-
stantive policy changes that will address these problems without
what I have just said, and that is the sacred cows and foregoing
some of those interests, and that there is not going to be some pain
felt by every American, then we will not accomplish what needs to
be accomplished.

I think the American public will grasp certain concepts that we
will discuss here today and that witnesses will touch on, such as
production capacity on the domestic side. The location of where we
have our facilities, they will understand that. And, again, just on
the capacity side. But will they really understand other things that
really come into this mix and I think have already been referred
to by Congressman Shadegg? And we are talking about the futures
market. How many Americans understand the futures market, the
oil futures market? Or hedging? What does all that mean to them?
What it means is exactly what is happening to them today when
it comes to the volatility of the marketplace.

And with that in, Mr. Chairman, I hope that we will realistically
promote policies that take all of this into account. Thank you.

Chairman BARTON. Does the gentlelady from Wisconsin wish to
make an opening statement? The gentlelady is recognized for 3
minutes.

Ms. BALDWIN. Yes. Thank you, Mr. Chairman. My thoughts are
with all of those who are suffering the effects of Katrina and also
with those who are suffering the consequences of a painfully slow
and uncoordinated response to Katrina.
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I keep asking myself how a country that has spent the last 4
years planning for catastrophe found itself so ill-prepared for this
catastrophe. There is a huge public call to assign blame to the
planners and to name the stunning vacuum of leadership from this
President and his FEMA Director immediately following this dis-
aster. I know there is also an effort to subdue congressional cri-
tique and inquiry at least while the rescue and relief operation is
still ongoing.

We have been urged to focus on the present and the future. But
how can we do that properly without understanding the past? Our
history? And which decisions, both recent and in the more distant
past, have exacerbated and intensified last week’s natural disaster?

Last week showed us and all of America, and in fact the world,
many things, among them that our social safety net has been badly
neglected. It showed us that we have been inadequate stewards of
the environment, whether it is our failure to fight poverty and pro-
vide health care to all in America or our failure to protect the nat-
ural buffers, the coastal wetlands, the barrier islands which serve
as Mother Nature’s shock absorbers, the failure to make proper
and adequate investments in infrastructure, including our emer-
gency communication infrastructure, our failure to listen to sci-
entists long warning us of climate change, or our failure to embark
upon a path that decreases rather than increases our dependence
on finite resources so that future generations won’t experience the
fear and anxiety that grips all of our constituents when fuel be-
comes unaffordable. All of this was stunningly revealed last week.

Let us not ignore what was exposed. I have talked about the pub-
lic calls for blaming the planners. In a real way, we on this com-
mittee and in this Congress are planners, planners for the future.
This time, let us seize the opportunity to work for the common
good, to help those with the least, not just those with the most, and
to make good upon the social compact.

Mr. Chairman, I look forward to working with you on these very
big challenges.

Chairman BARTON. I thank the gentlelady.

Does Mr. Ross wish to make an opening statement?

Mr. Ross. Yes, sir, Mr. Chairman. In fact, I just left a conference
call which I will soon be joining again with our Governor of Arkan-
sas, who is housing about 60,000 of our neighbors from Mississippi
and Louisiana. As you can imagine, we have a lot of challenges
that we want to meet, and we want to be there for them and lend
a helping hand.

I have grave concerns about the response time in the aftermath
of this hurricane and subsequent flooding and levee failures as it
relates to FEMA, and I believe that we need to make FEMA a cabi-
net level position and remove it from Homeland Security. We have
some short- and long-term needs that are going to have to be met
for the people of Mississippi, Louisiana, and Alabama. I believe
that we must have a bipartisan commission, much like the 9/11
Commission, to figure out what went wrong and how to 